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New Orleans, 70139 
October 1, 1984 

Mr. John L . Rankin 
Minera l s Management Service 
U.S. Department o f the I n t e r i o r 
G u l f of Mexico OCS Region 
I m p e r i a l O f f i c e B u i d l i n g 
3301 N. Causeway B l v d . 
P.O. Box 7944 
M e t a i r i e , LA 70010-7944 
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Re: Lease Nos/OCS-G 2317, 3286, 2 5 9 1 , 2910. 2 9 1 2 ^ 
3141 , 3299, 3388, 3390, 3400, 3414 , 3589-; 
2271 , 3416, 2619, 2387, 2888, 2607, 2102, 3171, 
3186, 3332, 3587, 3588, 3601, 4102, 4110, 5221, 
2045, 2078, 2115, 2254, 2255, 4220, 4216, 2557 
and 2623 

Dear Mr. Rank in : 

Enclosed you w i l l f i n d counterparts of an Act of 
Collateral Mortgage, Collateral Chattel Mortgage, Pledge 
and Assignment of Production (Louisiana) dated September 27, 
1984, by MTS L i i ed Partnership and Mesa Petroleum Co. 
and affecting i n t e r e s t i n the captioned OCS Leases. 

In order t h a t t h i r d parties w i l l be put on notice as 
to the execution and efficacy of the enclosed instrument, 
please f i l e a counterpart of the enclosed instrument, together 
with a copy of t h i s l e t t e r , i n each of the leaae f i l e s related 
to each of the captioned leases. Plerse acknowledge that the 
foregoing has been accomplished as requested by sign'ng a 
counterpart of t h i s l e t t e r and returning i t to the undersigned. 

Yours very t r u l y , 

Thomaa F. Getten 
ACCOMPLISHED AS REQUESTED 
MINERALS MANAGEMENT SERVICE 
GULF OF^EXH 

TE: OCT 3 1984 



STATE OF TEXAS ) 
) ss.: 

COUNTY OF POTTER ) 

ACT OF 
COLLATERAL MORTGAGE, 

COLLATERAL CHATTEL MORTGAQE. 
PLEDGE AND ASSIGNMENT OP PRODUCTION 

(LOUISIANA) 

BE IT KNOWN, that on t h i s 2 2 _ d«y of September, 1984, before me, the 
undersigned authority, a Notary Pt.a'lc in and for the County of Harris, State of Texaa, 
and in the presence of the two • -.u^rsigned competent witnesses, personally came and 
appeared: MTS LIMITED PARTNERSHIP, a Tex is limited partnership (herein called 
the "Partnership"), being herrin represented by David H. Batchelder, Vice President of 
Mesa Petroleum Co., General Partner of the Partnership, said person being duly 
pj thor ized to act by resolutions of the Board of Directors of Mesa Petroleum Co., a 
cer t i f ied copy of which is attached hereto as Exhibit A - l , and MESA PETROLEUM 
CO., a Delaware cc.-poration (herein called the "Debtor"), being herein represented by 
David H . Betcheider, its Vice President -Finance and Treasurer, said person being duly 
authorized so to act by resolutions of the Board of Directors of the Debtor, a certified 
copy of which is attached hereto as Exhibit A - l , (the Partnership and the Debtor 
herein collectively called the "Mortgagor"), who, being duly sworn, did declare and say 
that the Debtor is justly and truly indebted unto any future holder or holdere of the 
Mortgage Ncte (as hereinafter defined), in the principal sum of $3,000,000,000. To 
evidence sueh indebtedness, the Debtor has executed one certain collateral mortgage 
note f o r the principal sum of $3,000,000,000, of even date herewith, made payable to 
the order of Bearer, due on demand at the offices of Texas Commerce Bank National 
Association, at 712 Main Street, Houston, Texas 77002, which note stipulates tc bear 
interest at the rate of eighteen percent ( 1 ^ ) per annu r from the date thereof until 
paid, and ten percent (10%) attorney's fees (hereinafter e fer red to as the "Mortgage 
Note"), a l l as set forth in the unexecuted copy of the Mortgage Note which is attached 
hereto as a part hereof and identified as Exhibit A-2, which Mortgage Note, after 
having being paraphed "Ne Varietur" by me, said Notary Public, for identif.cation with 
this instrument (hereinafter referred to as tne "Mortgage"), was delivered to the 
Debtor who her? o> acknowledges receipt thereof. 

The Mctgagor further declared that th* Mortgage Note is given and this 
Mortgage is granted for the purpose of being used aa collateral security by the Debtor 
to secure any liability, indebtedness or obligation due any future holder or holders of 
the Note, direct or contingent. The Mortgage Note may be issued and pledged by the 
Debtor as its interest and convenience may require to secure loans and advances made 
or to be made o»* to secure the debt of the Debtor or of any third L*arty. Upon payment 
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of aald Indebtedness, the Mortgage Note may be returned to the Debtor without 
extinguishment of the Mortgage herein granted, and may, at any time and aa many 
tlmea thereafter as the Intereat of the Debtor may require, ba again reissued or 
repledged by the Debtor as collateral security, and this Mortgage shall be and remain 
in full force end effect to secure the Mortgage Note until tha Mortgage Note haa been 
cancelled on It* face and this Mortgage haa been released of record. Ai used herein, 
the term "Bank" shall mean any future holder or holders of ihe Mortgage Note, 
whath«r one or more. 

In the event that th* Mortgage Note should be placed In the hands of an 
attorney, after Its maturity, to Institute legal proceedings to recover the amount 
thereof, or any part thereof, In principal or interest, or to protect the Interests of the 
holder or holders thereof, or in tho event that the same should be placed In the hands 
of an attorney for collection, compromise, or other action, the Debtor hereby blr.da 
Itself to pay the fees of the attorney who may be employed or that purpose, which 
fees arr hereby fixed at ten percent (10%) of the amount due or sued for, or claimed 
or sought to be protected, preserved, or enforced. 

For al! purposes of this Instrument, unless the context otherwise requires! 

A. "oil and gaa leases" shall include oil, gas and mineral leaaea and ahall 
a.so Include subleases and assignment < of operating righta. 

B. "Hydrocarbons" shall mean oil, gaa, casinghead gaa and other liquid or 
gaaeoua hydrocarbona. 

C. "Production Sale Contracts" shall mean contracts now in effect, or 
hereafter entered Into by *he Mortgagor, or the Mortgagor's predeceaaora In Intereat, 
for the sale, purchase, exchange or processing of Hydrocarbons produced from the 
lands under the oil and gu? leases, mineral, overriding roy ilty, royalty and other 
Interests described In Exhibit B attached hereto and made a pert hereof. 

D. "lands descried In Exhibit R" shall include any londs either described 
in Exhibit B or the descrptlon or which is Incorporated In Exhlolt H by reference to 
another instrument or document or which are covered or affected by an oil and gaa 
leaae, mineral, overriding royalty, royalty and other intereats, and shall alao include 
any lands now or hereafter unitized or pooled with lands which are either described in 
Exhibit B or the description of which is incorporated In Exhibit H by reference. 

E. 'Relateu Contracts" shall mean all unitization, • aerating and pooling 
agreements and other contracts and agreements that relate to the Mortgagor's Intereat 
In the landa described in Exhibit B or the oil and gaa leaaea described on Exhibit B. 

F. "Commercial Movables" shall mean nil corporeal movable propertv of 
whatever kind and character now or hereafter owned by the Mortgagor and placed 
upon the lands described In Exhibit B or on a unit including all or part of thc lunds 
described in Exhibit H at which location thc Mortgagor operntes as a commercial and 
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industrial facility oil and gas wella, and which corporeal movables ire used by the 
Mortgagor in the conduct of such activity, or are dedicated to thc use and exploitation 
of any mineral right, it being the i ^ntion of the Mortgagor to mortgage and affect 
ail corporeal movables now or herea- . owned by the Mortgagor that are located from 
time to time on the lands described hi Exhibit D or on a unit including all or part of the 
lends described in Exhibit B for use in the conduct of the foregoing commercial and 
Industrial activity or are dedicated to the use and exploitation of my mineral right. 

G. "Operating Equipment" shall mean nil surface or subsurface 
machinery, equipment, facilities, supplies or other property of whatsoever kind or 
nature (excluding drilling rigs, drill pipe, mud pumps, trucks, automotive equipment or 
other property taken to the premises to drill a well or for other similar temporary 
uses) now or hereafter located on or under any of the lands described in Exhibit B or on 
a unit including all or part of the lands described in Exhibit B which are used or useful 
for the production, treatment, storage or transportation of or exploration for 
hydrocarbons, including, but not by way of limitation, all oil wells, gas wells, 
platforms, water wella, injection wells, casing, tubing, rods, pumping units and engines, 
Christmas trees, derricks, separators, gun barrels, flow lines, tanks, gaa systems (for 
gathering, treating, compression, disposal and injection), chemicals, solutions, water 
systems (for treating, dispose. ;•»*• injection), pipe, pipelines, boilers, compressors, 
conneotors, power plants, poles, lines, transformers, starters and controllers, machine 
shops, tools, storage yarda and equipment stored therein, buildings and camps, 
telegraph, telephone and other communication systems, roads, loading docks, loading 
racks und shipping facilities, together with all improvements, betterments and 
additions thereto and replacements thereof. 

H. "Mortgager Property" sholl mean the properties, rights and interests 
hereinafter described r .d defined as the Mortgaged Prop. -ty. 

I . "Indebtedness" shall have thc meaning stated below. 

And now, in order to secure the ful l , due, and punctual payment of all 
indebtedness and/or any extension or renewal thereof, ns well as i l l costs, taxes, 
dsaeittinents, charges, insurance premiums, attorneys' and collection fees, and other 
coata and Indebtedness incurred or paid hereunder, irciudlng the compensation of a 
keeper, and any suma advanced or expenses or costs incurred by the Bank (or any 
receiver or keeper appointed hereunder) which are made or incurred pursuant to, or 
permitted by, 'he terms hereof, plus interest at tho rate herein specified or otherwise 
agreed upon, from the date of the advances or thc incurring of such expenses or costs 
until reimbursed, and to secure the faithful performance and observance of al! 
obligations, agreements, covenants and stipulations contained herein and in tho 
Mortgage Note (all of the preceding being hereinafter sometimes collectively referred 
to aa the "Indebtedness"), the Mortgagor declares that it docs by these oresents 
mortgage, Effect, pledge, assign nnd hypothecate to the Bank, whether the Mortgai, 0 

Note mav be held by the Bank as an original obligation or in pledge, (i) all of the 
Debtor's right, title and interest, whether now owned or hereafter acquired, in all of 
the hereinafter described properties, rights and interests (the presently owned 
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und.v.tied interest of the Debtor in and to said properties, rights and interests being 
set for th in Exhibit B opposite the term "Mesa Working Interest") and (ii) an undivided 
sixty-five percent (65%) of the Partnership's right, t i t le and interest, whether now 
owned or hereafter acquired, in all of the hereinafter described properties, rights and 
interests (the presently owned undivided interest of the Partnership in and to said 
properties, rights and interests being set forth in Exhibit B opposite the term "MTS 
Working Interest"): 

(a) the lands described in Exhibit B, and the oil and gas leases, the 
fee, mineral, overriding royalty, royalty and other interests which are 
specifically described in Exhibit B, 

(b) the Related Contracts which are specifically described in 
Exhibit B or which relate to any of the properties and interests specifically 
described in Exhibit B, 

(c) the Hydrocarbons whic'i are in, under, upon, produced or to be 
produced from the lands described in Exhibit B, 

(d) the Production Sals Contracts, 

(e) the Related Contracts, 

(f) the Commercial Movables, 

(g) the Operating Equipment, 

(h) all subleases, farmout agreenents, assignments of interest, 
assignments of operating rights, contracts, operating agreements, rights of 
way, franchises, privileges, permits, licenses, easements, tenements, 
hereditaments, appurtenance:; and benefits now existing or in the future 
obtained and incident to or in the future obtained and incident ana 
appurtenant to any of the foregoing, 

(i) ail rights in and to all lease records, well records and 
production records which relate to any of the foregoing, and 

(j) all other rights, titles and interests of the Mortgagor in, to and 
under or derived from the lands, leases and properties described in Exhibit 
B, even though lhe Mortgagor's interest therein may be incorrectly or 
insufficiently described or referred to in Exnibit B. 

(all of the aforesaid properties, rights and interests, together will any additions 
thereto which may be subjected to the lien of this instrument by means of supplements 
hereto, being hereinafter called the "Mortgaged Property") 
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SUBJECT, however, to (i) the restrictions, exceptions, reservations, 
conditions, limitations, interests and other matters, if any, set forth or specified to in 
the specific descriptions of such properties and interests in Exhibit B (including all 
presently existing royalties, overriding royalties, payments out of production and other 
burdens which are specified In Exhibit B and which are taken into consideration in 
computing any decimal interests set forth in Exhibit B), (ii) the pledge and assignment 
of production contained in Article I . hereof, but only insofar and so long as said 
assignment of production is not inoperative under the provisions of Section 2.4 hereof, 
and (iii) the condition that the Bank shall not be liable in any respect for the 
performance of any covenant or obligation of the Mortgagor in respect of the 
Mortgaged Property; 

TO HAVE ANP TO HOLD the Mortgaged Property untc the Bank forever to 
secure the payment of the Indebtedness and to secure the performance * the 
obligations of the Mortgagor herein contained. 

The Mortgagor, in consideration of the premises and to induce the Bank to 
make the loans above described, hereby covenants and agrees with the Bank as follows: 

ARTICLE I 
Particular Covenant!* and 

Warranties of the Mortgagor 

1.1 Payment of the Indebtedness. The Debtor will duly and punctually 
pay the Indebtedness, including, without limitation, each and every obligation owing on 
account of the Mortgage Note. 

1.2 Warranties. The Mortgagor warrants that (a) the oil and gas leases 
described ir Exhibit B are valid, subsisting leases, superior and paramount to ail other 
oil and gas leases respecting the properties to wnich they pertain, (b) the Mortgagor, 
to the extent of tne interest specified in Exhibit B, has and will have good and 
marketable title to ?ach property right or interest constituting the Mortgaged 
Property and has a good and legal right to mortgage the same to the Bank, it being 
understood that the Mortgagor's interest in each oil and gas lease shall exceed the 
Mortgagor's net interest in production from such oil and gas lease to the extent of the 
Mortgagor's proportionate share of the burden of all royalties, overriding royalties and 
other such payments out of production, (c) the Mortgaged Property is free from al! 
encumbrances or liens whatsoever, except as may be specifically set forth in Exhibit B 
or as permitted by che provisions of Section 1.5(e) hereof, (d) the Mortgagor is not 
obligated, by virtue of any prepavment under any contract providing for the sale by 
the Mortgagor of Hydrocarbons which contains a "take or pay" clause or under any 
similar arrangement including, without limitation, any "gas balancing agreements" or 
to deliver Hydrocarbons at some future time without then or thereafter receiving ful l 
payment therefor, (e) each of the oil »nd gas leases described in Exhibit B is in ful l 
force and effect, and all royalties due and payaole have been timely and cor.ectly 
paid, und all severance and production taxes with respect thereto heve been timeb and 
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correctly paid, and (f) all producing wells located thereon have been drilled, operated, 
and produced in conformity -vith all applicable laws, and rules, regulations, and orders 
of a l l regulatory authorities having jurisdiction, and are subject to no penalties on 
account of past production, and that such wells are, in fact, bottomed under and are 
producing from, and the well bores are wholly within, lands described in Exhibit B. 
The Mortgagor hereby covenants that it will warrant and forever de.end the 
Mortgaged Property unto the Bank, against every person whomsoever lawfully claiming 
the same or any part thereof, will maintain and preserve the Mortgaged Property free 
f r o m all encumbrances or liens whatsoever, except as may be specifically set forth in 
Exhibit B or as permitted by the provisions of Section 1.5(e) hereof and will maintain 
and preserve the lien hereby created so long as any of the Indebtedness remains 
unpaid. The Debtor also warrants that (w) the Partnership is a limited partnership duly 
organized validly existing under the laws of the State of Texas and the Debtor is a 
corporation duly organized, validly existing and in good standing under the laws of the 
State of Delaware and is duly licensed or qualified and in good standing as a foreign 
corporation authorized to do business ;n each jurisdiction in which any part of the 
Mortgaged Property is located, (x) the execution and deliveiy of this instrument are 
within the actual and apparent power and authority of the Debtor, as General Partner 
of the Partnership-, and have been duly authorized by the Debtor by all necessary 
corporate action (no shareh-ider action of the Debtor being required for the Debtor to 
execute and deliver this instrument! on its behalf or or. behalf of the Partnership), 
(y) each of Debtor and the Partnership is now in a solvent condition and no bankruptcy 
or insolvency proceedings are pending or contemplated by either the Debtor or the 
Partnership and (z) this instrument is the legal, valid and binding obligation of the 
Mortgagor enforceable against the Mortgagor in accordance with its terms, except as 
enforceability thereof may be limited by bankruptcy, insolvency, reorganization or 
moratorium or other similar laws relating to creditors' rights and by general equitable 
principles which may limit the right to obtain equitable remedies. 

1.1 Further Assurances. The Mortgagor will execute and deliver such 
other and further instruments and will do such other and further acts as in the opinion 
of the Ba"1* may be necessary or desirable to carr- >ut more effectively the purposes 
of this instrument, including, without limiting ti •_• generality of the foregoing, (a) 
prompt correction of any defect which may hereafter be discovered in the title to the 
Mortgaged Property or in the execution and acknowledgement of this instrument, the 
Mortgage Note, or any other ^ote or document executed in connection herewith, and 
(b) prompt execution and delivery of all division or transfer orders which in the opinion 
of the Bank are needed to transfer effectually to the Bank the assigned proceeds of 
production from the Mortgaged Property. 

1.4 Taxes. Subject to the Mortgagor's right to contest the same, the 
Mortgagor will promptly pay all taxes, assessments and governmental charges 
(including but not limited to severance taxes) legally imposed upon this instrument or 
upon the Mortgaged Property or production therefrom or upon the interest of the Bank 
therein, or upon the income and profits thereof. 
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1.5 Operation of the Mortgaged Property. So long as the Indebtedness or 
any part thereof remains unpaid, and whether or not the Mortgagor is the operator of 
the Mortgaged Property, the Mortgagor shall, at the Debtor's own expense: 

(a) Do all things neeeraary to keep unimpaired the Mortgagor's rights in 
the Mortgaged Property and not, except in the ordinary course of business, 
abandon any well or forfeit , surrender or release any oil and gas lease or any 
rights in the Mortgaged Property with respect to the Mortgaged Property 
without ihe prior written consent of the Bank; 

tb) Cause the lands described in Exhibit B to be maintained, developed, 
protected against drainage, and continuously operated for the production of 
Hydrocarbons in a good and workmanlike manner as would a prudent operator, 
and in accordance with genera'ly accepted practices, applicable operating 
agreements, and all applicable federal, state and local laws, rules and 
regulations, excepting those being contested in good faith; 

(c) Pay, or cause to be paid, promptly as and when duo and payable, all 
rentals and royalties payable in respect of the Mortgaged Prope-ty, and all 
expenses incurred in or arising from the operation or development of the 
Mortgaged Property and furniuh the Bank as and when requested with ful l 
information with respect to such payments; 

(d) Cause the Operating Equipment to be kept in good and effective 
operating condition, and all repairs, renewils, replacements, additions and 
improvements thereof or thereto, needful to the production of Hydrocarbons 
from the lands described in Exhibit B, to be promptly made; 

(e) Cause the Mortgaged Property to be kept free and clear of liens, 
charges and encumbrances of every character, other than (1) the lien hereof, (2) 
taxes constituting a lien but not due and payable, (3) defects or irregularities in 
title, and liens, charges or encumbrances, which are not such as to interfere 
materially with the development, operation or value of the Mortgaged Property 
and not such as to affect materially title thereto, (4) those set forth in Exhibit B, 
(5) those being contested by the Mortgagor in good faith in such manner as not to 
jeopardize the Bank's rights in and to the Mortgaged Property, and (3) those 
consented to in writing by the Bank; and 

(f) Carry in standard insurance companies and in amounts satisfactory to 
the Bank the following insurance: (1) workmen's compensation insurance and 
puolic liability and property damage insurance in respect of all activities in 
which the Mortgagor might incur personal liability for the death of or injury to 
an employee or third person, or damage to or destruction of another's property, 
and (2) to the extent such insurance is generally carried by otners engaged in 
similar undertakings in the same general areas in which the Mortgaged Property 
is located, insurance in respect of the Operating Equipment (with loss payable 
clauses in favor of the Bank), against loss or damage by f!re, lightning, hail, 
tornado, explosion and other similar risks. 
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The Bank may from time to time, in its discretion, perform any agreement 
of the Mortgagor under this Section 1.5 or Section 1.4 hereof which the Mortgagor 
shall fail to perform and take any other aciion which the Bank deems necessary for the 
maintenance or preservation of any of the Mortgaged Froperty or its inter°st therein, 
and the D?btor agrees forthwith to reimburse the Bank for any and all expenses of the 
Bank in connection with such performance or action together with interest thereon at 
the rate of eighteen percent (18%) per annum from the date such expenses are 
incurred until such expenses are reimbursed by the Debtor. 

l.<3 Recording, etc. The Mortgagor will promptly, and at the Debtor's 
expense, record, register, deposit and file this and every other instrument in addition 
or supplemental hereto in such offices and places, at such times and with such 
frequency as may be necessary to preserve, protect and ew the lien hereof as a 
f irst lien on real and personal property, as the case be, and the rights and 
remedies of the Bank, and otherwise will do and observe all things or matters 
necessary or expedient to be done or observed by reason of any law or regulation of 
any State or of the United States of America or of any other competent authority, for 
the purpose oi" effectively creating, maintaining and preserving the lien herejf on the 
Mortgaged Property. 

1.7 Sale or Mortgage of the Mortgaged Property. Except as provided in 
Section 1.5(e) hereof and except for sales of severed Hydrocarbons in the ordinary 
course of the Mortgagor's business and the lien and security interest created by this 
instrument, the Mortgagor will not sell, convey, mortgage, pledge or otherwise dispose 
of or encumber the Mortgaged Property nor any Portion thereof, nor any of rhe 
Mortgagor's right, t i t le or interest therein, without first securing the written consent 
of the Bank. 

1.8 itecon. . Statements and Reports. The Mortgagor will keep proper 
books cf record and account in which complete and correct entries will be made of the 
Mortgagor's transactions in accordance wit^ generally accepted accounting principles 
and will furnish or cause to be furnished tc the Bank (a) upon its request, but not more 
than once a year, reports prepared by an independent person or firm acceptable to the 
Bank concerning (1) the quantity of Hydrocarbons recoverable from the Mortgaged 
Property, (2) the projected ncome and expense attributable to the Mortgaged 
Property, and (3) the expediency of any change in methods of treatment or operation 
of all or any wells productive of Hydrocarbons, any new drilling or development, any 
method of secondary recovery by repressuring or otherwise, or any other action with 
respect to the Mortgaged Property, the decision as to which may increase or reduce 
the quantity of Hydrocarbons ultimately recoverable, or the rate of production 
thereof, (b) monthly, a report showing the gross proceeds from the sale of 
Hydrocarbons produced from the lands described in Exhibit B (including any thereof 
taken by the Mortgagor for the Mortgagor's own use), the quantity of such 
Hydrocarbons sold, thc severance, gross production, occupation, or gathering taxes 
deducted from or paid out of such proceeds, the number of wells operated, drilled or 
abandoned, and such other information as the Bank may reasonably request (upon 
request of the Bank, such reports referred to in clauses (a) and (b) above snail set forth 
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such information on a lease or unit basis), and (c) such other information concerning" 
the business and affairs and financial condition of the Mortgagor as the Bank may from 
time to time reasonably request. 

1.9 No Governmental Approvals. The Mortgagor warrants that o 
approval or consent of any regulatory or administrative commission or authority, or of 
any other governmental body, is necessary to authorize t1- execution and delivery of 
this instrument or of the Mortgage Note, or to authorize the observance or 
performance by the Mortgagor of the covenants contained herein or in the Mortgage 
Note. 

1-10 Right of Entry. The Mortgagor will permit the Bank, or its agents, to 
enter upon the Mortgaged Property, and all parts thereof, for the purpose of 
investigating and inspecting the condition and operation thereof. 

1.11 Qualification to do Business; Maintenance of Existence. The 
Mortgagor (a) wiM continue to be duly qualified to transact business in every state 
which any part of the Mortgaged Property is located and in each state where the 
conduct of its business requires it to be qualified and (b) will not, without the prior 
written consent of the Bank, consolidate or merge witn any other entity. 

1.12 Legal Proceedings. The Mortgagor will notify the Bank in writing, 
promptly of the commencement of any legal proceedings materially and adversely 
affecting the Mortgaged Property or any part thereof and will take such action as may 
be necessary to preserve its and the Bank's rights affected thereby; and should the 
Mortgagor fail or refuse to take any such action, the Bank may at its election take 
such action in behalf and in the name of the Mortgagor and at the Debtor's expense. 
Moreover, the Bank at its option may take such independent action on its own behalf 
as holder of rights or liens on said properties as it may in its discretion deem proper, 
all expenses incurred in such actiors, together with interest thereon at the rate of 
eighteen percent (18%) per annum, als< 'eing reimbursable to it bv the Debtor and 
being payable by the Debtor to the Bank on demand. 

ARTICLE II 
Pledge and Assignment of Production 

2.1 Pledge and Assignment. As further security for the payment of the 
Indebtedness and to facilitate the discharge of all indebtedness for which the Mortgage 
Note may be pledged as security, the Mortgagor hereby transfers, pledges, assigns, 
warrants and conveys to the Bank, effective as of the date hereof, at 7:00 A.M., local 
time, all Hydrocarbons which are thereafter produced from and which accrue to the 
Mortgaged Property, and all proceeds therefrom. The Mortgagor will immediately 
cause the title to all Hydrocarbons produced from and which accrue to the Mortgaged 
Property, together with the proceeds therefrom, to be delivered to the credit of the 
Bunk. All parties producing, purchasing or receiving any such Hydrocarbons, or having 
such, or proceeds therefrom, >n their possession for which they or others are 
accountable to the Bank by virtue Oi the provisions of this Article, are authorized and 

-9-
Collateral Mortgage 



directed to treat and regard the Bank as tlie assignee i J transferee of the Mortgagor 
and entitled in the Mortgagor's place and stead to rt.*eive such Hydrocarbons and all 
..'jcteds the^efrcn; and said parties and each of ther; ihall te fully protected in so 
treating and regarding the Bank, and shall be under nc obligation to see to the 
application by the Bank of a»\ such proceeds or paymtn'a received by i t . The 
Mortgagor v i i i furn.sh the Ba K tt e names of all parties purchasing or receiving any of 
st ch Hydrocarbons or procetds therefrom, and will promptly execute and deliver any 
and all transfer orders, division ^rders, and other ii.otruments that may be requests-
by the Bank for the purpose j f effectuating the pledge pnd assignment hereunder. 

2.2 No Lioc'u :y of the Bank in Collecting. The Bank is hereby absolved 
frOi.i all liabil'ty for fa i . .••<• lo enforce collection of any proceeds so assigned and from 
all other responsibility in connection therewith, exret th" responsibility to account to 
the Mortgagor for funds a- r.ually received. 

2.3 Assignment Not a Restriction on the E'aV- lights Moiling herein 
contained shall detract from or ii.nit the absolute oblip't ' oi the Debtor to make 
payment uf th»» Indebtedness and of all obligations fer cn..' the Mortpai;e Note may 
be pledge' as security regardloss of whetfcfr Che pro..?ed.« pi df;ed and assigned by this 
/'.'i5cl? ire sufficient to pay the same, and the rights UMI*? this Article shall bw in 
dt-.f.. i o all other security now or herraft^r existing to secure the payment of the 

I, debttdness and of all obligations for whicli the Mortgage Vote may be pledged as 
security. 

2.4 Status of Pledge and Assignment. Notwithstanding the other 
rovisions of this Article, the Bank or any receive or keeper appointed in judicial 

r .'oceedings for the enforcenent of this instrument sn> '1 have the right to receive nil 
of the Hydrocarbons herein pleaged and assigned and the proceeds th •''from after the 
Mortgage Note or any other promissory notes of the Debtor held by the Bank have 
be^n declared oue and payable in accordance with the provisions cf Section 3.1 hereof. 
Up m any sale of the Mortgaged Propr -ty or any part thereof pursuant to Article IV 
hereof, the Hydrocarbons thereafter . luced from the property so sold, and the 
proceeds therefrom, shall ne included in sceii sale and rhall pass to he £ irehaser free 
and clear of the pledge and assignrent contained in tr i Article. 

2.5 Indemnity. The Debtor agrees to indemnify the Bank against all 
claims, actions, liabilities, judgments, costs, attorneys' fees or other charges of 
whatsoever kind or nature li:„r'»inafter in this section ?.5 collectively callid "claims") 
made against or incurred bv the Banx as a consequence of the assertion, either bf 'ore 
or after the p̂  ment in fu l l of the Indebted .e.«s and of all obligations for which the 
Mortgage Note may be pledged as security, :hat the Bat-!- received Hydrocarbons 
herein assigned or the u ceecs thereof claimed by third persons, and the Bpnk shall 
have the right to defeni against anv such claims, employing attorneys therefor, an-' 
unless furnished with reasonable indemnity, the Bank, shall have the right to pay or 
compromise and adjust all such claims. The Debtor will inaomnify and pay to the Bank 
any and all si cl: amounts as may be paid in respect thereof or as mey be successfully 
adjudged agaius' 'he Bank. The obligations of the Debtor as hereinabove ?<;t forth in 
this Section 2.5 aCiull survive tne release of this instrument. 

-10-
Collateral Mortgage 



ARTICLE III 
Event-, of Default 

« 1 Certain Events :f" Default. In cp.se any one r.r nore of ie following 
•'events of default" shall occur and shall not hpve heen r»* ediec*t 

(a) def iult, and the continuance tner^o' for five (5) cu.ys, I.i the payment 
of principal of or interest on any Indebtednes. wnen "e, whutttc' hy demand or 
otherwise; 

(b) any warranty r representation nude herein shall prove to be untrue 
in any material respect 

(c) failure by 'ne Mortgagor within thirty (30) days after notice thereof 
from the Bank, to cur. a default in t'.c .re rer'orrnance or observance of any 
covenant or agreement contained Ir. t r > *.ns*'ument and not -instituting a 
default in the oayment of principal of or ir "»rist upon the Mor.^a^e Note j r in 
the payment of any o.'ier Indebtedness; ur 

(d) fai'i'.» t« i*e Mortgagor within five (5) days after demand from tue 
Bank to pay ov^r to he S x\\k any proceeds of Hydrocarbons which are paid to the 
Mortgagor rather tha i 'he Bank as provided in Section 2.1 hereof; 

(e) the title ot the Mortgagor to .ne Mortgaged r •>>oer*y JI LHV 
substantial part thereof shall become the subject matter of litigation which 
would or might, in the Bank's opinion, upon final determination result in 
substantial impairment oi loss of the security provided by this instrument and 
upon notice by the Bank tc- the Mo'tgagor such litigation is not dismissed within 
thirty (30) days, 

then, p.nd in any such event, the Bank, at its option, may declure the entire unpaid 
principal of and the interest accrued on the Mortgage Note and all other Indebtedness 
sect red hereby to be forthwith due and payable, without any notice or demand of any 
kinJ, both notice and demand being hereby expressly waived. 

ARTICLE IV 
Enforcement of the Security 

4.1 Remedies on Default. The Mortgagor for itself, its successors and 
assigns, does b> these presents stipulate t h ° * 't shall be lawful for, and the Mortgagor 
hereby authorizes the Bank, upon .he occurre ict and during the continuance of any 
event of default, to cause all and singular of '.ie Mortgaged Property to be seized and 
sold t y executory process, without appraiser.ent, either in its entirety or in lots or 
parcels as the Bank may determine, to the h' nest bidder for cash, or on such terms as 
the Bank in such proceedings may direct; an.' the Mortgagor for itself, its successors 
and assigns, hereby acknowledges the obligations secured hereby whether now existing 
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or to arise hereafter and confesses judgment for the f ill amount of the Mortgage 
Note, together with al.' costs, attorneys' and collection fe>»s and all other ch ges and 
Indebtedness secured hereby i f the same are not j a : d ?t mnturity. 

4.2 Waiver of Appraisement. Other R ght.„ e:c. To the extent allowed by 
.aw, the Mortgagor hereby waives: (e) th" bene'it t f uppraisemer t, as provided in 
Art ic les 2332, ?336, ":723 and 2724 of the uisiaia Code of Civil Procedure, and all 
other Iowa conferring the same; (b) the demand and three (3) days delay accorded by 
Art ic les 2639 nnd 2721 of the I .J ara Code of Civil Procedure; (c) the notice of 
seizure required hv Articles 229. ir.d 2721 of the Louisiana Code of Civil Procedure, 
(d) three (3) day. -ley provided by \rcicles Z331 and 2722 of the Loulsiara Code r.i 
C i v i l Procedure; and (ei the benelit of the other pro isior.s of Articles 2331, -('22 a.id 
?723 of the Louisiana Code of Civil Procedure and the benefits of any other articles r r 
k«rz relating to rights of appraisement, notice or de.'ay not specifically mentioned 
above; ar.d the Mortgagor expressly agrees to tho immediate seizure of the Mortgaged 
Property in tha event of suit hereon. 

4.3 Judicial Proceedings. Upon the occurrence of any event of defai.lt 
and i f such event shall be continuing, the Bank may proceed by a suit or suit** n equity 
or at law. whether for a foreclosure hereunder, or for the sale of the Mortgaged 
Property, or for the specific performance of any covenant or agreement herein 
ocntainec or in aid of the execution of any powers herein granted, a.* 'or the 
appointment of a receiver or a keeper pending any foreclosure hereunder or -jale of 
the Mortgage] Property, or for the enforcement of any other appropriate legal or 
equitable remedy. 

4.4 Cer f«in Aspects of a Sale. The Bank shall h. ve the right to become 
the purchaser at anv sale held by a court, receiver or public fficer, and the Bank so 
purchasing shall have the right *o credit the amount of the bio made therefor upon Ihc 
amount payable nut of the net proc-eds of such sale to i t . Recitals contained in any 
conveyance me ie to anv purchaser at any sale made hereunder shall conclusively 
establish the t.vt.i and lecuracy of the matters therein stated, including, without 
l i m i t i n g tne generality <f the foregoing, nonpayment of the unpaid principal sum of, 
and the interest accrue m , the Mortgage Note after the same shall have become d\ » 
and pa/able, and au've.-'. . ment and corduct ' such sale in the manner provided 
herein. 

4.5 Rere >t_ 2 S U T T 1 U P ° 1 1 % n v s * l e » t r i e receipt of the Bank, or of 
the of f ice r making saie urdYr jvoieuM proceedings. -: i l l be sufficient discharge to the 
purchaser or purchsaer. a*. »ny sale for his or t r ' r purchase money, and such 
purchaser or purchasers .nc MS or their assigns or p-.sonal representatives shall not, 
a f t e r paying such pjrcha e moi y and receiving such ieceipt of the Bank or of such 
o f f i c e r the'tfor, be obliged to see to the applicrt.on of such purchase money, or be in 
any wav jriwerable for any loss, misapplication or nonaoplication thereof. 

.6 gffect of Sale. Any salej or s : es of the Mort^a^cd >operty shall 
operate to ai 'est all right, tuie, interest, claim and demand whatsoever : * f at law 
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or in equity, of the Mortgager of, in and to 'he premises and the property sold, aad 
shall be a perpetual bar, both at law and in equity, against the Vortgagor, !** 
successors and assigns, ..nd against any and all persona claiming or who shall thereafter 
claim ail o- any of the property sold from, through or under the Mortgagor, its 
successors and assigns; nevertheless he Mortgagor, if requested by the Bank »o to do, 
shail join in the execution anc delivery of all proper conveyances, assign... nts and 
transfer of the properties so s< Id. 

4.7 Operation of the Mortgaged Property by the Bank. Upon thc 
occurrence of aii event of default, and in iddition to all other rights herein conferred 
on the Bank, the Bank or its agent is k"-re>iy appointed a keeper of the Mortgaged 
Property pursuant to the terms and provisions of Louisiana Revised Statutes 9:5131, e_t 
seq. The keeper may operate the same without any liability to the Mortgagor in 
connection with \ ch operations, except to use ordinary care in the operation of said 
properties, and th. '.eeper, to the exte.it permitted by law. snail have the right (a) to 
enter into and upon ind take possession of the Mortgu^d Property, to lease the same, 
collect and receive all rents, issues ind profits thereof and ap»»!y the same, less the 
necessary expenses of collection thereof, for the care, operatio" art*I preservation of 
the Mortgaged Property, includ-'.ig without limitation, the payment of fees, insurance 
premiums, cost of operation of the Mortgaged Property, taxes, assessments, interest, 
penalties and water charges; (b) to collect, receive and receipt for all Hydrocarbons 
produced ard soiH from the Mortgaged Property, to make repairs, purchase machinery 
and equipment, coi.luct vork-over operations, and drill additional wellc: (c) to exercise 
every power, right and privilege of the Mortgagor with respect to the Mortgaged 
Property; and (d) to exercise every power, right and privilege now or hereafter granted 
to a keeper of the Mortgaged Property under applicable law. The compensation for 
the services of the keeper are hereby fixed at five percent (5%) of the amount due or 
sold for or claimed or sought to he protected, preserved or enforced in the proceeding 
for the recognition of this Mortgage and, together with all costs, expeu/es and 
liabilities of every character incurred by tre Bank in managing, operating and 
maintaining the Mortgaged Property, as Keeper or otherwise, and interest thereon at 
the rate M eighteen percent (18%) per annum, shall be secured by the • ri^'lege. and 
mortgage hr eir- granted. 

ARTICLE V 
Miscellaneous Provisions 

5.1 Defense of Claims. The Mortgagor will nc'ii'y th« Bank, in writing, 
p.'onptly of the commencement of any legal proceedings affecting the lien hereof or 
tn* Mctgaged Property, or any part thereof, and will take juch action, employing 

cor.ieys agreeable to the Bank, as may be necessary to preserve the Mortgagor's or 
t» r Bank's rights affected thereby; and should the Mortgagor fail or refuse to take any 
juch action t. st Ban nay take such action in behalf and in the name of the Mortgagor 
and at the ilefr.o's expense. Moreover, the Bank may take such independent action in 
connection vie - 'wi th as it may in its discretion else n proper, the Debtor hereby 
agreeing tha all sums .Evinced or all expenses incurred in sueh actions, plus interest 
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at the rate ol eighteen percent (18%) per annum, wil l , on demand, be reimbursed to 
thc Bank. 

5»2 Coats and Expenses. All costs, expenses and fldva.>crs (Including, 
w i ' f o u t limitation, coat of defense o' claims, attorneys' fees, uxc», insurance, and 
r>r»en I Ion coat) incurred or paid by the Bank in preserving and pre reeling the 
Mortgaged Kooerty and in preserving, protecting and entoicing its right hereunder, 
ai l to the extent the Bank is given such right herein, up to twenty percent '0%) of the 
face amount of the Mortgage Note, shall constitute a demand obligation o*<ng by the 
Debtor to the Bank and shall draw interest at the rate of eighteen percent (1J%) per 
annum, all of which shall constitute a portion of the Indebtedness. 

5.3 Renewals, Amendments and other Security. Renewals and extensions 
of in*, 'ndebtedness may be given ct anytime and amendments may be made to 
agreen e.^s relating tt. any part of such Indebtedness or the Mortgaged Property and 
the Ban* may take or may now hold oth.r security for its Indebtedness without notice 
to or consent of the Mortgagor. The Bank may resort first to such other security or 
any part the.eof or first to the security herein given or any part thereof, or from time 
to t ime to e'tner or both, even to the partial or complete abandonment of either 
security, and sueh action shall not be > waiver of any rights correrred by this 
Mortgage, which shall continue as a first lien upon the Mortgaged Property not 
expressly released unti 1 tne Mortgage Note ano all other indebtedr.c«s securtd hereby 
is fu l ly paid. 

5.4 Limitation on Interest. No provision of this Instrument or of the 
Mortgage Note shall require the payment or permit the collection of interest In excess 
of the maximum permitted by lav. or which ib otherwise contrary to law. (f any excess 
of intereat h such respect is herein or in the Mortgage Note provided for, or shall be 
srljudicntc" *o be so rovided for herein or in the Mortgage Note, the Debtor shall not 
be oi)ligat« 1 '.o pay such excess. 

-•- Unenforceable or lnnpp.icar.io Provisions. If any provision hereof or 
of the Mortgage Note is invalid or unenforceable in any jurisdiction, the other 
orovi? ions hereof or of thc Mortgage Note shall remain in full force and effect in such 
Jurisdiction, and the remaining pro* isions hereof shall be liberally construed in favor of 
the F.rr.x in order to effectuate the provisions hereof, and the invalidity of any 
provisions hereof in any jurisdiction shall not affect the validity or enforceability of 
any iuch provision in any other ju isdiction. 

5.6 Advances by t h ; Bank. Eu ' ; i and every covenant nerein contained 
s'.all be performed and kept by the Mortgagor solely at Debtor's expense. If the 
.mortgagor shall fail to perform or keep any of the covenants of whatsoever kind or 
nature contained in this instrument. Lie Bank or any receiver or keeper appointed 
hereuude may, but shal! not be obligated to, make advances to perform the same !.\ 
the IVioi cgagor's behelf, ind thc Deb'o. hereby agrees to repay such sums upon demand 
plus ir.terest at the rote ot eighter oercent (18%) per annum or, in the event any 
promissory note evidences sjch ; .deb;9dness, upon the terms and conditions thereof. 
No sue t advance shall be dee-ed to r<-.:eve the Mortgagor f i , . n any default hereunder. 
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5.7 Rights Cumulative. Each and every right, power and remedy herein 
given to the Bank shall be cumulative ard not exclusive; and each and every right, 
power and remedy whether specifically herein given or otherwise existing may be 
exercised from time to time ond so often and in such order as may be deemed 
expedient by the Bank, and the exercise, or the beginning of the exercise, of any such 
right, power and remedy shall not be deemed a waiver of the right to exercise, at the 
same time or thereafter, any other right, power or remedy. No delay or omission by 
the Bank in tb- exercise of any right, power or remedy shall impair any such right, 
power or rc nedy or operate as a waiver thereof or of any other right, power or remedy 
then or thereafter existing. The Bank may resort to any security given by this 
Mortgage or to any other security now existing or hereafter given to secure the 
payment of the Indebtedness secured hereby or any indebtedness secured by a pledge 
of the Mortgage, in whole or in part, and in such portions and in such order as may 
seem best to the Bank in its sole discretion, and any such action shall not in waywise 
be considered as a waiver of any of the rights, benefits, or liens evidenced by this 
instrument. 

5.8 Waiver by the Bank. Any and all covenants in this instrument may 
f rom time to time by instrument in writing signed by the Bank be waived to such 
extent and in such manner as the Bank may desire, but no such waiver shall ever affect 
or impair the Bank's rights or liens hereunder, except to the extent specifically stated 
in such written instrument. 

5.9 Successors and Assigns. This instrument is binding upon the 
Mortgagor, the Mortgagor's successors and assigns, and shall inure to the benefit of the 
Bank, its successors and assigns, and the provisions hereof shall likewise be covenants 
running with the land. 

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

5.11 Construction. This instrument is in all respects to be construed under 
the laws of the State of Louisiana as a special mortgage, hypothecation, piedge and 
assignment and confession of judgment by the Mortgagor in favor of and for the 
benefit of the Bank, to secure the payment of all Indebtedness and the performance of 
al l obligations of the Mortgagor. 

5.12 Waiver. The oarties hereto waive the production of any mortgage, 
conveyance, and tax certificates and agree to hold the undersigned Notary harmless in 
the premises. 

5.13 Notices Any notice, request, demand or other instrument which may 
be required or permitted lo be given or served upon the Mortgagor shall be sufficiently 
given when mailed by first class mail, addressed to the Mortgagor at the address shown 
below its signature at the end of this instrument or to such different address as the 
Mortgagor shall have designated by written notice received by the Bank. 
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5.14 Non- Resource Liability of Partnership and Limited Partners. Nothing 
herein contained shall be construed as an assumption of the Mortgage Note by tha 
Partnership, Texaco, Inc. ("Texaco") or Sequoia Petroleum, Inc. ("Sequoia"), as limited 
partners of the Partnership, or as otherwise causing tne Partnership, Texaco or 
Sequoia to incur any liability for or arising out of the Mortgage Note or the Execution 
of this Mortgage. Anything contained herein to the contrary notwithstanding, the 
Bank shall look solely to the Debtor and the Mortgaged Property for payment of the 
Indebtedness and no recourse shall be had for the payment of the Indebtedness or for 
any claim based thereon or otherwise in respect thereof or based on or In respect of 
thia Mortgage against the Partnership, Texaco and/or Sequoia or their respective 
successors and assigns foe ar.y deficiency or any other sum owing in respect of the 
Indebtedness or arising under or vith respect to this Mortgage; provided, however, that 
the foregoing provisions of this Section 5.14 shall not prevent recourse to the 
Mortgaged Property nor limit the right of any person to name the Partnership or any 
transferee of any Interest in the Mortgaged Property aa a party defendant in any 
action or suit for a judicial foreclosure of or In the exercise of any other remedy under 
thia Mortgage, so long aa no judgment in the nature of a deficiency judgment or 
seeking personal liability shall be asked for or (if obtained) enforced against such 
Partnership or against such transferee. 

NOW, PERSONALLY INTERVENES ' ' s t <••,>.///» ,. • * / f , 
acting on behalf of any future holder or holders of 

the Mortgagt Nota end hereby accepts this Mortgage. 

THUS DONE AND PASSED, In Multiple originals, before me, the under
signed Notary Public, in and for the County of Harris, State of Texas, in thc preaence 
of the undersigned competent witnesses, who have hereunto signed their names with 
aaid appearers and me, said Notary Public, after due reading of the whole, on the date 
hereinabove written. 

MESA PETROLEUM CO. 

[Corporate Seal) 

ATTEST: 

By J V -a V. (±^XZJ.J>.U^ 
David H. Batchelder, 

Vice President - Finance and Treasurer 

Assistant Secretary 
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[Corporate Seall 

ATTEST: 

C^James J. QaW, Assistant Secretary 

MTS LIMITED PARTNERSHIP 

By: Mesa Petrok-^m Co., General Partner 

Bv= O ^ . - J H fS. 
David H. Batohelder, 

Vice President - Finance and Treasurer 

Address: 
One Mesa Square 
Amarillo, Texas 79189 

A / 
-j i f o ^ . / / />v/f j . > , Intervenor 

^ITNESSES TO ALL SIGNATURES: 

Notary Publlc 

In and for the State of Texas, 
Commission Expiring 

DEBORAH SERNA 
MV COMMlUmo^ rXMIHKb 

This instrument was prepared by« 
Thomas L. Healey 
Andrews <Jc Kurth 
4200 Texas Commerce Tower 
Houston, Texas 77002 
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EXHIBIT A - l 
to 

Act of Collateral Mortgage. 
Collateral Chattel Mortgage, 

Pledge and Assignment of Production 

CERTIFIED RESOLUTIONS OF MESA PETROLEUM CO. 

I hereby cert ify that attached hereto is a multiple original of certified 
resolutions of MSSA PETROLEUM CO. (che "Company"), certified by the Assistant 
Secretary of the Company, and attached to an Act of Collateral Mortgage, Collateral 
Chattel Mortgage, Pledge and Assignment of Production (Louisiana), passed before me 
this ^>^/*>day of September, 1984. 

Notary Public 
In and for the State of Texa?, 

Commission Expiring 

DEBORAH SERNA 
MY COMMISSION EXPIRES 

Certified Resolutions 



EXHIBIT A - l 
to 

Act of Collateral Mortgage, 
Collateral Chattel Mortgage, 

Pledge and Assignment of Production 

Certificate of Mesa Petroleum Co. 

I, the undersigned, Assistant Secretary of MESA PETROLEUM CO., a 
Delaware corporation (the "Company"), DO HEREBY CERTIFY that: 

1. This Certificate is furnished pursuant to Section 10.1(e) of that 
certain Mesa Credit Agreement dated as of September 20, 1984 (the "Credit 
Agreement"), among the Company, the banks parties thereto (collectively, the 
"Banks"), Texas Commerce Bank National Association ("TCB"), as collateral agent for 
the Banks, Mellon Bank, N.A. ("Mellon"), as administrative agent for the Banks, and 
TCB and Mellon, as agents for the Banks. Unless otherwise defined herein, capitalized 
terms used in this Certificate have the meanings assigned to such terms in the Credit 
Agreement. 

2. There have been no amendments to the Restated Certificate of 
Incorporation of the Company since July 3i, 1984. 

3. Attached hereto as Exhibit A is a true, correct and complete copy of 
the by-laws of the Company (and any amendments thereto) as in effect on the da- • 
hereof. 

4. Attached hereto as Exhibit B is a true, correct and complete copy of 
resolutions duly adopted at a meeting of the Board of Directors of the Company, 
convened and held on the 18th day of September, 1984, v.hich resolutions have not 
been revoked, modified, amended or rescinded and are still in full force and effect, 
and the Credit Agreement, the Notes, the MTR Pledge Agreement and the Mortgages 
are in substantially the forms of those documents submitted to and approved by the 
Board of Directors of the Company. 

5. David H. Batchelder has been duly elected, has duly qualified as and 
at al l times since August 24, 1984 (to and including the date hereof) has been the Vice 
President - Finance and Treasurer of the Company and the signature set forth below is 
his genuine signature. 

6. I know of no proceeding for the dissolution or liquidation of the 
Company or threatening its existence. 

Certificate of Mesa Petroleum Co. 



WITNESS my hand and the seal of the Company this 2 - 7 ^ day of 
September, 1984. 

James J. Davis, Assistant Secretary 

[Corporate Seal] 

I, tho undersigned. Vice President of the Company, DO HEREBY CERTIFY 
that James J. Davis is a duly elected and qualified Assistant Secretary of the Company 
and the signature above is his genuine signature. 

cP. $ U. Kzzt^J..u^. 
David H. Batehelder, Vice President-

Finance anJ Treasurer 
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Exhibit A 

MESA PETROLEUM CO. 
{a Delaware corporation) 

BYLAWS 
As amended through April 26, 1983 

• 



MESA PETROLEUM CO. 
(a Delaware corporation) 

BYLAWS 
As amended th. nigh April 26, 1983 

ARTICLE I 

Offlcea 

Section 1. t i cipal Office. The principal office of Mesa Petroleum Co. (hereinafter called the 
Corporation) in the State of Delaware shall be in the City of Wilmington. County of New Casde. and the resident 
agent in charge thereof shall bz The Corporation Trust Company. 

Sec tioa 2. Other Offices. The Corporation may ha- e an office or offices at such other place of 
places, either within ot without the State of Delaware, as the Board of Directors may from time to tune def ..une or 
as shall be necessary or appropriate for the conduct of the business of the Corporation. 

ARTICLE II 

Meetings of Stockholders 

Section 1. Place of Meeting. All meetings of the stockholders of the Corporation shall be held at 
such place or places, within or without the State of Delaware, as may from time to time be fixed by the Board of Di
rectors, or as shall be specit: or fixed in the respective notices or waivers of notice thereof. 

Section 2. Annua/ Meetings. The annual meeting of the stockholders of the Corporation for the 
election of directors and for the transaction of such other business as may come before the meeting shall be held on 
the fourth Wednesday in April of each year, if not a legal holiday, and if a legal holiday, then on the next succeeding 
business day not a legal holiday at such hour as may be specified in the notice of said meeting, or at such other date as 
tiie Board of Directors may airect. If the election of directors shall not be held on the day designated herein for any 
annual meeting, or al any adjournment thereof, the Board of Directors shall cause 3 special meeting of the stock
holders to be held as soon thereafter as conveniendy may be for the election of such director: At such special meet
ing the stockholders may elect directors and transact other business with the same force and effect as at an annual 
meeting of the stockholders duly called and held. 

Section J. Special Meetings. A special meeting ofthe stockholders, or of any class entitled to vote, 
for any purpose or purposes, may be called at any time by the Chairman of the Board, 'he President or by order of a 
majority of the Board of Directors. 

Section 4. Notice of Meetings. Except as otherwise expressly required by law. notice of each 
meeting of stockholders, whether annual or special, shall be given at least ten (10) days before the date on which the 
meeting is to be heid. to each stockholder of record enuUed to vote thereat by delivering a typewritten or printed 
notice thereof to him personally, or by mailing such notice in a postage prepaid envelope directed to him at his ad-
diess as it appears on the stock book ofthe Corporation, unless he shall have filed with the Secretary of the Corpora
tion a wntten request that nonces intended for him be directed to another address, in which case such notice shall be 
directed to him at the address designated in such request. Except when expressly - .-quired by law, no publication of 
any notice of a meeting of the stockholders shall be required. Every notice of a special meeting of the stockholders, 
besides stating the time and place of the meeting, shall state bnefly the objects or purposes thereof. Notice of any 
meeung ot stockholders shail not b* required to be given to any stockholder who shall attend such meeting in person 
or by proxy; and. if any stockholder shall, m person or by aitomey thereunto authonzed. in writing or by telegraph, 
cable or wireless, waive notice of any meeting of the stockholders, whether pnor to or after such meeting, notice 
thereof need not be given to him. Notice of any adjourned meeting of the stockholders shall not be required to be 
giver, except wiisre expressly required by law 
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&*ctioa5. List of Stockholders. It shall bjthe duty ofthe Secretary or c-iher officer ofthe Corpora
tion who shall have charge of the stock ledger, either dire? dy or through a transfer a gdit appointed by the Board, to 
prepare and make, at least ten (10) days before every election of directors, a compiet •. :st of the stockholders entitled 
to vote thereat, arranged in alphabetical order. Such lis' shJl IA. open to the examination of any <tockholder at the 
place where said election is to be held for said ten (10) 'lays, and shall lie pioduced olid kept at the time and place of 
the election during the whole time thereof, and subject to fhe inspection of any stockholder who may be present. The 
original or a duplicate stock ledger shall be the only e\ idrr.ee as to who are the stockholders entided to examine such 
list or the books of the Corporation o.- to vou: in person or by proxy ;tt such elc*. o.. 

Section 6. Quorum. At e?cli meeting of the stockholder?. i r holders of rerord ol'a majority cf the 
issued and outstanding stock of the Corporator- en' uled to vote at such meei .i .• . preient in person or by proxy, shall 
constitute a quorum for th' - -sat'..on of businer.*. exceci where otherwise | ovidcJ by law. In the absence of a 
quorum, any officer c, -a to preside at. or art ds Secretary of. such meetinf, shall have the power to adjourn the 
meeting from time to t. ie until a quorum shall be constituted. At any such a ijourned meeting at which a quorum 
shail be present any * . .ness may be transacted which mitjht have been transac ted a: the meeting as orginally called. 

Tectioii 7. Voting. At nch meeting of stockholders each hoider of record of the issued and out
standing stock of the Corporation entitica tc vote at ..ich meeting shall be entitl *d to one vote in person or by proxy 
on each matter for each such share of stock ot ihe Corporation registered in his n-ame on the books of the Corporation. 

(a) on the date fixed pursuant to Se «>i 5 of Article VT of these Bylaws as the record date for die deter
mination of stockholders entitled to notice of a. . . ' o t e . c h meeting; or 

(b) if no such record date shall have been f ;ed. then at the drte of such meeting. 

provided, however, that, except where the transfer books o" the Corporation shall have been dosed or such a record 
dae fired, no share of stock of '.he Corporatio.i shall be voted cn at any election of directors which shall have been 
transferred on the books of the Corporation within twenty (20) days next preceding such election of directors. Shares 
of its ovm capital stock belonging to the Corporation shall not be voted upon directly or indirectly. At all meetings 
of the stockholders, a quorum being present, all matters, except those the manner of deciding ur?on which is other
wise provided by Articles Tenth, Thirteenth ar.d rbunetrth of thc Restated Certificate of Incorporation or by law, 
shall be decided by the affirmative votes of the holders of record of a majority of the issued and outstanding shares 
of stock of the Corporation entitled to voie the rat. Unless demai.ded by a stockholder of the Corporation present 
in person cr by proxy at any meeting ol the stockholders and entitlta to vote thereat or so directed by the Chairman 
of the meeting, the vote thereat on any queuuon need net be by ballot. Upon a demand of any such stockholder, 
or by direction of the Chairman of the meeting, for a .ate by hailot on ary question, such vote shall be taken. On 
a vote by ballot, each ballot shall be signed by the stockholder v-oung, or in his name by his proxy, if there be such 
proxy, and shail state the numb-r of shares voted by rum. 

ARTICLE III 

Board of Direct jn 

Jection 1. General Povrtrs. Tlie pre, erry. bus ncss and affairs of the Corporation shall be man
aged by thc Board A Director's. 

Section 2. 77ie VuniOer and Term of OtHce. T,.c number of directors which shall constitute the 
whole Board of Directors of the Corporation shall not JC more tl an nine t9). except in the case of an increase in the 
number r i directors by reason oi m. detai provisions with aspect to any outstanding series of Pre fen ed Stock. 
The -lumrx;'.:( directors which al comprise tne Hoard off), icton shall be set by resolution of the Board of Direc
tor Ihe Board is divided into three classes. Class 1. CMS I : and Class III. The number of directors in each class 
shail be the whole number containri m rht quctisni am ved at bv dividing the authorized number of directors by three 
ana J a fraction is also named >i vuch quotient, ihen if such fraction is one-third (Vi) the extra director shal! be a 
member of Class III am I me fraction rs two-ihtroi cA) one of the directors shall be a member of Class III and the 
other shall be a member of Class ll Each director • ..alt serve for z term ending on the third annual meeting following 
t'ie annual meeting at which such director was elected, provided, howevtr. that thc directors first elected to Class I 



shall serve for a term ending on the annua cetmgnext c-.-...gf ihe director first elected to Class II shall serve for a 
term ending on the second annual meeting following the meeting at which such directors were Tint elected, and the 
directors first elected ;o Clasi ILT jhail serve a full term as hereinabove provided. The foregoing notwithstanding, 
each director shall serve unul his s .-ccessor ,ha'l have been duly elected and qualified, unless he shall resign, become 
disqualified, disableoorshal! other .;*e •» • "Moved. For purposes of the preceding paragraph, reference to the first 
election of directors shall sign fy die firs, election of directors concu.Tent with the approval by stockholders of the 
Restated Certificate of Incorporation. At e2**h annual election held thereafter, the direc.ors chosen to succeed those 
whose terms then expire shall be identified as being of the same class as the directors they succeed. If for any reason 
the number of director., in the various classes shal! not conform with the formula set forth in the preceding paragrapn. 
the Board of Directors may redesignate any director into a different class in order that th* balance of directors in such 
clashes shail conform thereto. The di.ectors to be elected for the year shall be elected at the Annual Mr:t;ng of stock
holders, except as provided in Section 10 of this Article, and each director elected shal! hold office until his succes
sor is elected and qualified. Directors need not be stockholders. 

Section 3. Quorum and Manner ot Acting. The greater of (a) four directors, or (b) a majority of 
the directors at anytime in office, shall constitute a quorum for the transaction of business, and if at any meeti-; «f 
the Board of Directors there shall be less than such a quomm. a majority of those present may adjourn the .r-
from time to time. Every act or decision done or made by a majority of the directors present at a meeting i 
which a quorum is present shall be regarded as the act ofthe Board of Directors unless a greater number 
by law or by :he Restated Certificate of Incorporation. Notice of any adjourned meeting need net be givt . 

Section 4. Place of Aratings. Etc. The Board of Directors may hold its meetings, have ent . 
more offices, and keep the books and records of the Corporation, at such place or places within or without the State 
of Delaware, as tiie Board may from time to time determine. 

Section 5. First Meeting. After each annual election of directors and on the same day or as soon 
thereafter as convenient, the Board of Directors shall meet for the purple of organization, the election of officers 
and the transaction of other business at the place where such annual election is held. Notice of such meeting need not 
be given. Such meeting ma\ be held at any other time or place as shall be specified in a notice given as hereinafter 
provided for special meetings of the Board of Directors or in a consent and waiver of notice thereof signed by all the 
directors. 

Section 6. Regular Meetings. Regular meetings of the Board of Directors shall be held at such 
places and at such times as the Board shail by resolution determine. Notice of regular meetings need not be given. 

Section 7. Speciai Meetings; Notice. Special meetings of the Board of Directors shall be held 
whenever called by the Chairman of the Board, die President cr by any three (3) of tiie directors. Nouce of each such 
meeting shall be mailed to each director, addressed to him at his residence or usual place of business, at least two (2) 
days before the day on which the meeting is to be held, or shall be sent to him at such place by lilegraph, cable, radio 
or wireless, or be delivered personally or oy telephone, not later thin the day before the day on which such meeting is 
to be held. Each such notice shall state the time and place of the meeting but need not state the purposes thereof. 
Notice of any meeting of the Board need not be given to any director, however, if waived by him in writing or by tele
gram, cable, radio, or wireless whether before or after such meering be held, or if he shall be present at such meeting, 
and any meeting of the Board shall be a legal meeting without any notice thereof having been given, if all the direc
tors then in office shall be present thereat. 

Section 8. Resignation. Ary director of the Corporation ma; resign at any time by giving written 
notice to the Chairman of the Board, the President or the Secretary of the Corporation. The resignation of any direc
tor shall take effect upon receipt of notice thereof or at such later time as shall be specified in such notice; and. unless 
otherwise specified therein, the acceptance of such resignation shall not be necessary to make it effective. 

Section 9. Removal. Any director may be removed at any 11 me. but only for cause (except as pro
vided in suoparagraph (B) of paragraph 7 of Part A of Article Fourth of the Restated Certificate of Incorporation), by 
the affirmative votes of the holders of reccrd of a majonty of the issued and outstanding stock of the Corporation. 
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endued to vote thereon, given at a special meeting of the stockholders called for thai purpose; and the vacancy in the 
Board of Directors caused by any such removal may be filled by the stockholders at such meeting. 

Section 10. Vacancies. Any vacancy that shall occur in the Board of Directors by reason of death, 
resignation, disqualification or remove) or any other cause whatever, and newly created directorships resulting from 
any increase in the authonzed number of directors, may be filled by a majority of the remaining directors (though 
less than a quorum) or by the stockholder.* of the Corporation at the next annual meeting or any special meeting 
called for the purpose, and each director so chosen shall hold office until (he next annual election at which directors 
of his class shall be elected and until his successor shall be newly elected and shall qualify, or until his death, resigna
tion, or removal. 

Section 11. Compensation of Directors. The dire-tors shall be entitled to be reimbursed for any 
reasonable expenses paid fr? them on account of attendance at any regular or special meeting of the Board, and the 
Board of Direc t • may provide ti. die Corporation shall pay each director such compensation for his services as 
such as may be fixed by resolution ofthe Board. Nothing herein contained shall be construed to prec'ude any director 
from serving die Corporation or any subsidiary (hereof in any other capacity and receiving compensation therefor. 

Section 12. Committees. The Board of Directors, by resolution or resolutions passed by a majority 
of the whole Board, may designate members of the Board to constitute one or more committees, which shall in each 
c?ie consist of such number of director* -.not less than 2). and shall have and may exercise such powers of the Board 
in the management of the business and affairs c (he Corporation (including the power to authorize the seal of the 
Corporation to be s»'fixed to all papers which may require it), as the Board of Directors may by resolution determine 
and specify in the respective resolutions appointing them, subject to such restrictions as may be contained in the Re
stated Certificate of Incorporation. Such committee or committees shall have such name or names as may be deter
mined from time to time by resolution adopted by the Board of Directors. A majority of all the members of any such 
committee may Hx its rules of procedure, determine its action and fix the time and place, whether within or without 
the State of Delaware, of iu meetings and specify what notice thereof, if any, -mail be given, unless the Board of Di
rectors shall otherwise by resolution provide. The Board of Directors shall hav-- power to change the membership of 
any such committee at any time, to fill vacancies therein and'i discharge any such committee, either with or without 
cause, at any time. Each member of any such committee shall be paid such fee. if any, .\s shall be fixed by the Board 
of Directors for each meeting of such committee which he shall auend and. in addition. s-ich transportation and other 
expenses actually incurred by him in going to the meeting of such committee and returning 'herefrom as the Board of 
Directors shall approve. 

Section 13. Indemnification of Officers, Directors, Employees and Agents; Insurance. 
(a) The Corporation shall indemnify any person who was or is a party or is threatened to be made a party 

to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or inves
tigative (other than an action by or in the right of the Corporation) by reason of the fact thai he is or was a director, 
officer, employee or agent of the Corpo -ation. or is or was serving at the request of the Corporation as a director, of
ficer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against ex
penses (including attorneys' fees), judgments, fines and amounts paid in settlement actually and reasonably incurred 
by him in connection with such action, suit or proceeding if he acted in good faith and in a manner he reasonably be
lieved to be i.i or not opposed to (he best interests of the Corporation, and. with respect to any criminal action or pro
ceeding, had no reasonable cause to believe his conduct was unlawful. The (ermination of any action, suit or pro
ceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall not. of 
itself, create a presumption that the person did not act in good faith and in a manner which he reasonably believed 'o 
be in or not opposed to (he best interests of the Corporalion. and. with respect to any criminal action or proceeding, 
had reasonable cause to believe that his conduct was unlawful. 

(b) The Corporation shall indemnify any person who was or is a parry or is threatened to be made a 
party to any threatened, pending or completed action or suit by or in the right of the Corporation to procure a judg
ment in ns favor by reason of the fact that he ;««or was a director, officer, employee or agent of (he Corporation, or is 
or was serving at the request of the Corporation as a director, officer, employee or agent of another corporalion. part
nership, joint venture, trust or oiher en(erpnse against expenses (including attorneys' fees) actually and reasonably 
incurred by him in connection with the defense or settlement of such action or suit if he acted in good faith and in a 
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manner he reasonably believed to be in or not opposed to the best interests of the Corporation and except that no in
demnification shall be made in respect of any claim, issue or matter as to which such person shall have been adjudged 
to be liable for negligence or misconduct in the performance of his duty to the Corporation unless and only to the ex
tent that die Court of Chancery or the court in which such action or suit was brought shall determine upon application 
that, despite die adjudication of liability but in view of all the circumstances of the case, such person is fairly and 
reasonably entitled to indemnity for such expenses which the Court of Chancery or such other court <hall deem 
proper. 

(c) To the extent that a director, officer, employee or agent of the Corporation hu been successful on 
the merits or otherwise in defense of any action, suit or proceeding referred to in subsections (a) and (b). or in defense 
of any claim, issue or matter therein, he shall be indemnified against expenses (including attorneys' fees) actually 
and reasonably incurred by him in connection therewith. 

(d) Any indemnification under subsections (a) and (b) (unless ordered by a court) shall be made by the 
Corporation only as authonzed in the specific case upon a determination that indemnification of the director, officer, 
employee or agent is proper in the cucumstances because lie has met thc applicable standard of conduct set forth in 
subsections (a) and (bl. Such determination shall be made (I) by the Boara of Directors by a majority vote of a 
quorum consisting of directors who were not panics to such action, suit or proceeding, or (2) if such a quorum is net 
obtainable, or. even if obtainable a quorum of disinterested directors so directs, by independent legal counsel in a 
written opinion, or (3) by the stockholders. 

(e) Expenses incurred in defending t civil cv criminal action, suit or proceeding •nay be paid by die 
C 'i v jratton in advance of the final disposition of such action, suit or proceeding as authorized by the Board of Direc
tors in the specific case upon receipt of an undertaking by or on behalf of the director, officer, employee or agent to 
repay such amount unless it shall ultimately be determined that he is entitled to be indemnified by the Corporation as 
authorized in this Section. 

(0 The indemnification provided by this Section shall not be deemed exclusive of any ether rights to 
which those seeking indemnification may be entitled under any by-law. agreement, vote of stockhold'.s cr disin
terested directors or otherwise, both as to action in his official capacity and as to action in another capacity while 
holding such office, and shall continue as to a person who has ceased to be a director, officer, employee or agent and 
shall inure to the benefit of the heirs, executors and administrators of such a person. 

(g) The Corporation shall have power to purchase and maintain insurance on behalf of any person who 
is or was a director, officer, employee or agent of die Corporation, or is or was serving at the request of ihe Corpora
tion as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enter
prise against any liability asserted against him and incurred by him in any such capacity, or arising out of his Status as 
such, whether or not the Corporalion would have the power to indemnify him against such liability u idenhe revi
sions of the Delaware Corporation law. 

(h) For the purposes of this Section, references to "the Corporation" include all constituent corpora
tions absorbed in a consolidation or merger as well as (he resulting or surviving corporation so that any person who is 
or was a director, officer, employee or agent of such constituent corporalion or is or was serving at (he request of 
such constituent corporation as a director, officer, employee or agent of another corporation, partnership, joint ven
ture, trust or other enterprise shall stand in thc same position under the provisions of (his Section with respect to the 
resulting or surviving corporation as he would if he had served the resulting or surviving corporation in the same 
capacity. 

Section 14. Action Without a Meeting; Participation by Telephone. Any action required or per
mitted to be taken at any meeting of ihe Board of Directors or of any committee (hereof may be taken without a meet
ing, if all members of the Board or of such committee, as the case may be. consent thereto in writing, and such writ
ten consent is filed with the minutes of proceedings of the Board or of such committee. Members of (he Board of Di
rectors, or any commute,- designated by such Board, may participate in a meeting of such Board or committee by 
means of conference telephone or similar communications equipment by means of which all persons participating in 
the meeting can hear each other, and participation in a meeting pursuant to this Section shall constitute presence in 
person at such meeting. 
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ARTICLE IV 

Officers 

Section 1. Number. The principal officers of the Corporation shall be a Chairman of the Board, a 
President. • Chairman of the Executive Committee, one or more Group Vice-Presidents and Vice-Presidents (the 
number thereof to be detennined by the Board), a Treasurer, a Secretary and such other of Heen as may be appointed 
in accordance with the provisions of Section 3 of this Article IV. One person may held the offices and perform the 
duties of any iwo or more of said offices, except the offices and duties of President and Secretary. 

Section 2. Election and Term of Office. The principal officers of the Corporalion shall be chosen 
annually by the Board of Directors ai the first meeting thereof held after each annual meeting of stockholders for the 
election of directors. ?ach such officer shall hold office until his successor shall have been duly chosen and shall 
qualify, or until his dead' or until he shall resign ot shall have been removed in the manner hereinafter provided. The 
Chairman of the Board ard the President sh-til be chosen from amr.ig the directors of the Corporation. 

S» •**•' ' Subordinate Officers, Etc. ln »ddition to ihe principal officers jnumeraied in Section 1 
of this Article IV , t.. "Corporation may have such other offices, agents .-nd employees as she ^oard may deem nec
essary, including a Controller, one or more AssistantC ontrollers. one ot more Assistant Secretaries and one or more 
/ tisum Treasurers, each of whorr* shall hold office tor such penod. havt such authority, and perform such dunes 
as ihe Bc i id or the President may from time to time determine; providsd. however, thai no person may hold the of
fices and perform the duties of both Treasurer and Conlroller. The Board 'nay delegate tc any principal officer the 
power to appoint and 'o remove any such subordinate officers, agents or employees. 

Section 4. Removal. Any officer may be removed, either wiih or without cause at any time, by 
resolution adopted by the Board at any regular meeting of the Board or at any special meeting of the Board called for 
the purpose at which a quorum is present. 

Section 5. Resignations. Any officer may resign at any time by giving written notice to the Board 
of Directors or jo the Chairman of the Board, the Presideni or the Secretary. Any such resignation shall take effect 
upon receipt of such notice or at any later time specified therein; and. unless otherwise specified therein, the accep
tance ot such resignation fhall not be necessary to make it effective. 

Section 6. Vacancies. A vacancy in any office because of death, resignation, removal, cr any other 
cause whatever, shall be filled for the unexpired portion of the term in the manner prescribed in Sections 2 and 3 of 
this Article IV for election or appointment to such office for such term. 

Section 7. Chairman of the Board. The Chairman of the Board shall, if present, preside at ail 
m tings of stockholders and all meetings of die Board and shall perform such other duties as may from time to time 
be assigned tc Mim by the Board. 

Section 8. President, "ihe President shall be the chief executive officer of the Corporalion and as 
such shall have general supervision of the affairs of the Corporation, subjea to the control of the Board. In the ab
sence of the Chainnan of (he Board, he shall, if present, preside at all meetings of stockholders and at all meetings of 
the Board. He shall be ex officio a member of all standing committees. He may sign, with any othd proper officer of 
the Corporation "-hereunto authorized, certificates for stock of the Corporation. When authonzed by (he Board, he 
may enter into any contract or execute and deliver any ins(rument in die name and on behalf of the Corporation, ex
cept in cases in which ihe authority to enter into such contract or execute and deliver such instrument, as (he case may 
be. shall be otherwise expressly delegated. In general, he shall perform ail duties incident to the office of President, 
as herein defined, and all such other duties as from time to time may be assigned to him by the Board. 

Section 9. Group Vice-Presidents and Vice-Presidents. At the request of the President, or in his 
absence or inability to act. thc Group Vice-President or, if there be more than one. the Group Vice-President desig
nated by the Board, shall perform all the duties of th<" President and. when so acting, shall have all the powers of and 
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be subject to i l l the restrictions placed upon the President. Each Group Vice-President and each Vice-President shall 
perform such duties as from time to time may be assigned to him by die President or the Board. Any Group Vice-
President or Vice-President may sign, with any other proper officer of die Corporation (hereunto authorized, certifi
cates for stock of the Corporation, and when authorized by the Board may enter into any contract or execute and de
liver any instrument, in the name and on behalf of thc Corporation, except in cases in which (he authority to enter into 
such contract or execute and deliver such instrument, as the case may be, shall be otherwise expressly delegated. 

Section 10. Treasurer. The Treasurer shall have charge and custody of. and be responsible for. all 
funds and securities of (he Corporation and shall deposit all such funds in the name of the Corporation in such banks 
or other aepositanes as shall be -elected in accordance with Sectiot: 4 of Article V hereof. He shall exhibit at all 
reasonable times his books of account and records to any ofthe directors of the Corporation upon application during 
business hours at the office of the Corporation where such books r.-vl records shall be kept: shall render a statement of 
the condition ofthe finances ofthe Corporation at all regular meetings of the Board, and a full financial report at the 
annual meeting of stockholders, if called upon so to do; shall receive, and give receipt for. moneys due and payable 
to the Corporation from any source whatsoever, may sign, with any other proper officer of the Corporation (hereunto 
authorized, certificates for stock of thc Corporation; and in general. shall perform all the duties incident to (he office 
of Treasurer and such other duties as from time to time may be assigned to him by the President or (he Board. The 
Tr-usurer shall give s>ich bond, if any, for th. faithful discharge of his duties as the Board may require. 

•Secticn i l . Secretary, fhe Secretary if present, shall aa aj secretary z'.M meetings of the Board 
and of the stockholders and keep (he minutes (hereof in a book or book* to be provided for (hat purpo- tr. shail see that 
all notices required to oe given by (he Corpe -ation are duly given and served: shall be cut rodian cf the seal of the Cor
poration and shall affix the seal or cruse it to be a fixed to ail certificates of stock of the Corporation and to all docu
ments 'he execution of which on behalf of (he Corporation under its seal sl all be duly authorized in a ccordance •*ith 
the provisions ot these Bylaws; s.iail have charge of ihe stock records of .he Corpooaon: shal! see that all reports, 
statements and other documents required by law are properly kept and filed; may sign, with any other proper officer 
of the Corporation thereunto authorized, certificates for stock of the Corporation: and in geneial. shall perform all 
the duties incident to (he office of Secretary and such other duties as from time to time may be assigned to him by the 
President or the Boaid. 

Section 12. Salaries. The i lanes of the officers shall be fixed from time to time by the Board, and 
an officer shall not be prevented from receiving such a salary by reason of the faa that he is also a direaor of the 
Corporation. 

ARTICLE V . 

Contracts, Loans, Checks, Drafts, Bank Accounts, Etc. 

Section I . Execution of Contracts. The Board may authorize any officer or officers, agent or 
agents, or attorney or attomeys. to enter into any contract or execute and deliver any instrument in the name and on 
behalf of the Corporation, and such authonry may be general oi confined to specific instances; and. unless sc autho
rized by die Board or expressly authorized by these Bylaws, no officer, agent or employee shall have any power or 
authority to bind ihe Corporation by any contract or other engagement or to pledge its credit or to render it liable 
pecuniarily for any purpose or in any amount. 

Sectio.i 2. Loans. No loan shall be contracted on behalf of the Corporation, and no negotiable 
paper shall be issued in its name, unless authorized by the Board or by a committee of the Board to whom the Bô rd 
has delegated such power. 

Seaion 3. Checks. Drafts, Etc. All checks, drafts, bills, notes and other negotiable instruments 
and orders for the payment of money issued in (he name of trie Corporation, shall be signed by such officer or offi
cers, employee or employees, agent or agents, of :he Corporition and in such manner as shall from time to time be 
determined by resolution of the Board. 
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Sectioo 4. Deposits. All funds of tbe Corporation not otherwise employed shall be deposited from 
rime to time to the credit of tht Corporation in such banks, trust companies or other depositaries as the Board may 
designate, or as may be designated by any officer or officers, agent or agents, or attomey or attomeys, ofthe Corpo
ration to whom power in that respect shall have been delegated by the Board. For the purpose of deposit and for the 
purpose of collection for the account of the Corporation, the President, or any Vice-President, or the Treasurer (or 
any other officer or agent or employee or attorney of the Corporation to whom such power shall be delegated by the 
Board) may endorse, assign and deliver checks, drafts and other orders for the payment of money which ate payable 
to die order of the Corporation. 

Section 5. General and Special Bank Accounts. The Board may from time to time authorize the 
opening and keeping of general and special bank accounts with such banks, trust companies or other depositaries as 
it may designate or as may be designated by any officer or officers, agent or agents, or attorney or attomeys. of the 
Corporation to whom power in that respect shall have been delegated by the doard. The Board may make such spe
cial rules and regulations with respect to such uank accounts, not inconsistent with the provisions of these Bylav. -. as 
it may deem expedient. 

ARTICLE Vl 

Shares and Their Transfer 

Section I . Certificates tor Stock. Every owner of stock of tbe Corporation shall be entitled to a 
certificate or certificates, to be in such form as the Board shall prescribe, certifying the number and class of shares of 
the capital stock of the Corporation owned by him. Thc certificates for the respective classes of such stock shall be 
numbered in (he order in which they shail be issued and sluti' be signed in the name of the Corporation by the Presi
dent or any Vî -President ap» (he Treasurer or an Assistant Treasurer, or the Secretary or s *ssisunt Sccreriry of 
die Corporation and its y:al b*-. idTi "-d tne.eco; provided, however, that, where such Certificat419 signed by 1 urnsfer 
agent or a.i a*s.stant trans fa agent or by a rransf T clerk acdng on behalf nf the Corporation *nd a registrar, if the 
Board shall by resolution so authorize, the •i-frature of such President, Vice-President. Treasurer. Secretary, Assfc-
*ant Treasurer, or Assistant Secretary »r d me s*ai of the Corporation may be facsimile. In case any officer or officer* 
of the Corporation who shall ha«e signed, or whose facsimile signature or signatures shall have been used on, any 
such certificate or certif mat shall cease to be such officer or officers, whether by reason of death, resignation or 
otherwise, before such certificate or certificates shall have been -Jelivered by the Corporation, such certificate or cer
tificates may nevertheless be adopted by the Corporation and be issued and delivered as though the person or persons 
who signed such certificate or certificates, or whose facsimile signature or signatures shall have been affixed the .eto. 
had not ceased to be such officer or officers v record shall be kept by the Secretary, transfer agent or by any other 
officer, employee or agent designated by the doard of the name of the person, firm, or corporation owning the stock 
represented by such certificates, the number and class of shares represented by such certificates, respectively, and 
the respective dates thereof, and in case of cancellation, (he respective dates of cancellation. Every certificate sur
rendered 10 the corporation for exchange or transfer shall be cancelled, and no nev certificate or certificates shall be 
issued in exchange for any existing certificate until such existing certificate shall have been so cancelled, except in 
cases provided for in Section 4 of this Article VI. 

Sect! oa 2. Transfer of Stock. Transfers of shares of (he capital stock of the Corporation shall be 
made on die books of (he Corporation by the registered holder thereof, or by his auomey thereunto authorized by 
power of auomey duly executed and filed with (he Secretary of the Corporation, or with a transfer clerk or a transfer 
agent appointed as in Section 3 of (his Article VI provided, and on surrender of the certificate or certificates for such 
shares properiy endorsed and tiie payment of all taxes thereon. The person in whose name shares of stock stand on 
(he books of (he Corporauon shall be deemed (he owner (hereof for all purposes as regards (he Corporation: pro
vided, however, that whenever any (ransfer of shares shall be made for collateral security, and not absolutely, such 
fact, if known (o the Secretary of the Corporation, shall be so expressed in the entry of transfer. 

Section 3. Regulations. The Board may maxe such rules and regulations as it may deem expedient, 
not inconsistent with (he Certificate of Incorporation or these Bylaws, concerning (he issue, transfer and registration 
of certificates for shares of (he s(ock of (he Corporation. It may appoint, or authorize any pnncipal officer or officers 
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to appoint, one or more transfer clerks or one or more transfer agents and one or more registrars, and may require 
ail certificate s of stock to bear the signature or signatures of any of them. 

Section 4. Lost, Destroyed or Mutilated Certificates. In case of loss, destruction, or mutilation 
of any certificates of stock, another certificate or certificates may be issued in place thereof upon proof of such loss, 
destruction, or mutilation and upon the giving of a bond of indemnity to the Corporation in such form and in such 
sum at the Board may direct; provided, however, that a new certificate may be issueu without requiring any bond 
when, in the judgment of the Board, it is proper so to do. 

Section 5. Closing of Transfer 3ooks. The Board of Directors may. by resolution, direct that the 
stock transfer books of the Corporation be closed for a period not exceeding fifty (30) days preceding the date of any 
meeting of the stockholders, or the date for the payment of any dividend, or the date for the allotment of any rights, or 
the date when any change or conversion or exchange of stock of the Corporation shall go into effect, or .or a period 
not exceeding fifty (SO) days in connection with obtaining the consent of stockholders for any purpose. In lieu of 
such closing of thc stock transfer books, the Board may fix in advance a date, not exceeding fifty (SO) days preceding 
the date of any meeting of stockholders, or the date for the payment of any dividend, or the date for the allotment pf 
nghts, or the date when any charge or conversion or exchange of capital stock shall go into effect or a date in connec
tion with obtaining sue l consent, as a record date for the determination of the stockholders entitled to notice of, and 
to vote at. such meetinr. and any adjournment thereof, or to receive payment of any such dividend, or to receive any 
such allotment or rights, or to exercise the rights in respect of any such change, conversion, or exchange of capital 
stock or to give such consent, as the case may be. notwithstanding any transfer of any stock on the books ofthe Cor
poration after any rec -»rd date so fixed. 

ARTICLE Vii 

Miscellaneous Provisions 

Section 1. Corporate Seal. The Board shall provide a corporate seal, which shall be in t i ; form of 
a circle and shall bear the name of the Corporation and words and figures showing that it was incorporated in the 
State of Delaware in tiie year 1964. 

Section 2. Fiscal Year. The fiscal year of the Corporation shall end at the close of business cn the 
31st day of December in each year. 

ARTICLE Vin 

Amendments 

All Bylaws of the Corporation shall be subject to alteration or repeal, and nsw Bylaws may be made, 
either by the affirmative votes of the holders of record of a majority of the issued and outstanding stock of the Corpo
ration, entitled to vote in respect thereof, given at any annual ox special meeting, or by the affirmative votes of a 
majority of die whole Board of Directors given at any regular or special meeting of the Board of Directors, provided 
that notice of the proposal so to alter or repeal or to make such Bylaws be included in the notice of such meeting of die 
stockholders or the Board, as the case may be. Bylaws, whether made or alit.ed by the stockholders or by the Board 
of Directors, shall be subject to alteration or repeal by the stockholders as in this Article VIII above provided. 
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EXHIBIT B t o 
C e r t i f i c a t e o f 
Mesa Petroleum Co. 

RESOLUTIONS OF THE BOARD 
OF DIRECTORS OF MESA PETROLEUM CO. 

WHEREAS, t h e r e has been presented t o t h i s meeting: 
( i ) a form o f Mesa C r e d i t Agreement ( the "Cred i t Agree

ment 1*) , among t h i s Corpora t ion , the banks and o ther f i n a n 
c i a l i n s t i t u t i o n s p a r t i e s the re to ( c o l l e c t i v e l y , the "Banks": 
Texas Commerce Bank Na t iona l A s s o c i a t i o n (herein c a l l e d 
"TCB") and Mel lon Bank, N.A. (he re in c a l l e d " M e l l o n " ) , as 
agen t s f o r the Banks, here in i n such capac i t y , toge ther w i t h 
any successor(s) t h e r e t o i n such c a p a c i t y , c o l l e c t i v e l y 
c a l l e d the "Agents" and i n d i v i d u a l l y c a l l e d an ' A g e n t " ) , 
TCB, as c o l l a t e r a l agent f o r the Banks (here in i n such 
c a p a c i t y , toge ther w i t h any successor (s) the re to i n such 
c a p a c i t y , c a l l e d the " C o l l a t e r a l Agent") , and M e l l o n , as 
a d m i n i s t r a t i v e agent f o r the Banks ( h e r e i n , i n such 
c a p a c i t y , toge ther w i t h any successor (s) the re to i n such 
c a p a c i t y , c a l l e d the " A d m i n i s t r a t i v e A g e n t " ) , p r o v i d i n g f o r 
t h e making by the Banks o f Loans (as d e f i n e d i n the C r e d i t 
Agreement) to t h i s Corpora t ion i n an aggregate p r i n c i p a l 
amount not to exceed $1,100,000,000) ; ( i i ) a form o f pledge 
agreement (the "MTR Pledge Agreement") pursuant to which 
t h i s Corporat ion w i l l pledge to the C o l l a t e r a l Agent, f o r 
t h e r a t t l e and p r o p o r t i o n a t e b e n e f i t o f the Banks and i n 
accordance w i t h t he terms of the C r e d i t Agreement, the MTR 
S t o c k , the Intercompany Note (as such terms are d e f i n e d i n 
t h e Cred i t Agreement) and c e r t a i n o t h e r claims o f the 
Company against MTR (as def ined i n the C r e d i t Agreement) ; 
and ( i i i ) forms o f mortgage and c o l l a t e r a l mortgage documents 
( i n c l u d i n g a Mortgage, Deed o f T r u s t , Assignment o f Produc

t i o n and Secur i ty Agreement, an Ac t o f C o l l a t e r a l Mortgage, 
C o l l a t e r a l C h a t t e l Mortgage, Pledge and Assignment o f 
P r o d u c t i o n , a C o l l a t e r a l Mortgage Note , and an Act o f 
Pledge) ( c o l l e c t i v e l y , the "Secu r i t y Documents") f rom t h i s 
C o r p o r a t i o n to t he C o l l a t e r a l Agent and t rus t ee f o r the 
C o l l a t e r a l Agent, pursuant to which t h i s Corpora t ion w i l l , 
i n accordance w i t h t he terms o f the C r e d i t Agreement, 
mortgage to the C o l l a t e r a l Agent, f o r the r a t ab l e and 
p r o p o r t i o n a t e b e n e f i t o f the Banks, c e r t a i n o i l and gas 
p r o p e r t i e s , f o r the purpose o f secur ing repayment o f the 
Loans ; 

NOW, THEREFORE, BE IT RESOLVED, tha t the Pres ident 
o r any Vice P res iden t o f t h i s Corpo ra t i on and each o f them, 
be and he hereby i s au thor ized t o execute , i n the name .and 
on behaxf o f t h i s Corpo ra t i on , and d e l i v e r , a c r e d i t agree
ment among t h i s C o r p o r a t i o n , the Banks, the A d m i n i s t r a t i v e 
A g e n t , the C o l l a t e r a l Agent and the Agents, s u b s t a n t i a l l y i n 
t h e form of the C r e d i t Agreement presented to t h i s meet ing, 



e x c e p t f o r such changes, add i t ions and d e l e t i o n s as to any 
o r a l l o f the terms and pr-- i s ions t h e r e o f as the o f f i c e r 
e x e c u t i n g the C r e d i t Agre- -1 on b e h a l f o f t h i s Corpora t ion 
s h a l l deem proper, such e> on by such o f f i c e r o f the 
C r e d i t Agreement t o be c< .ve evidence t h a t such o f f i c e r 
deems a l l of the terms ai . ,. o v i s i c n s t h e r e o f to be proper ; 

FURTHER RESOLVFD, tha t the P res iden t or any Vice 
P r e s i d e n t o f t h i s C o r p o r a t i o n , and each o f them, be and he 
h e r e b y i s author ized t o borrow from t ime t o time on beha l f 
o f t h i s Corporat ion the amounts p e r m i t t e d or provided to be 
b o r r o w e d by t h i s C o r p o r a t i o n under the C r e d i t Agreement 
e x e c u t e d by t h i s C o r p o r a t i o n pursuant t o these r e s o l u t i o n s , 
and t o execute and d e l i v e r on beha l f o f t h i s Corpora t ion 
N o t e s (as def ined i n t h e C r e d i t Agreement) payable to the 
o r d e r o f each of the Banks, s u b s t a n t i a l l y i n the form or 
f o r m s provided f o r i n e x h i b i t s to the C r e d i t Agreement, 
e v i d e n c i n g such b o r r o w i n g s ; 

FURTHER RESOLVED, tha t the Pres iden t or any Vice 
P r e s i d e n t o f t h i s C o r p o r a t i o n , and each o f them, be and he 
h e r e b y i s au thor ized , on behal f o f the Company, to pledge 
and g r a n t a s e c u r i t y i n t e r e s t i n the MTR Stock, the I n t e r 
company Note ar̂ d the o t h e r claims o f the Corapany agains t MTR 
i n t h e manner p rov ided i n the MTR Pledge Agreement and >o 
mor tgage and assign the Mortgaged P r o p e r t i e s (as d e f i n e d i n 
t h e C r e d i t Agreement) , i n c l u d i n g i n t e r e s t s i n Hydrocarbons 
owned by any p a r t n e r s h i p and a t t r i b u t a b l e t o a pa r tne r sh ip 
i n t e r e s t owned by the Company, i n the manner provided i n the 
Mor tgages (as d e f i n e d i n the C r e d i t xeement) , and to 
e x e c u t e , i n the name and on behalf o f t h i s Corpora t ion , and 
d e l i v e r , a pledge agreement between t h i s Corpora t ion and the 
C o l l a t e r a l Agent, as C o l l a t e r a l Agent f o r the Banks under 
t h e C r e d i t Agreement, s u b s t a n t i a l l y i n the form o f the MTR 
P l edge Agreement p re sen ted to t h i s meet ing , and f i n a n c i n g 
s t a t emen t s s u b s t a n t i a l l y i n the form presented to t h i s 
m e e t i n g , except f o r such changes, a d d i t i o n s and d e l e t i o n s as 
t o any or a l l of the terms and p r o v i s i o n s thereof as the 
o f f i c e r executing the MTR Pledge Agreement or such f i n a n c i n g 
s t a t e m e n t on behal f o f t h i s Corpora t ion s h a l l deem proper , 
such execut ion by such o f f i c e r o f each o f the MTR Pledge 
Agreement and sucn f i n a n c i n g statements to be conclus ive 
e v i d e n c e that such o f f i c e r deems a l l o f the terms and 
p r o v i s i o n s thereof t o be proper; 

FURTHER RESOLVED, tha t the Pres iden t or any Vice 
P r e s i d e n t of t h i s C o r p o r a t i o n , and each o f them, be and he 
h e r e b y i s authorized t o execute, i n the name and on beha l f 
o f t h i s Corpora t ion , and d e l i v e r , one o r more mortgages, 



deeds c f t r u s t , assignments o f p r o d u c t i o n , s e c u r i t y agree
ments, f i n a n c i n g statements ana c o l l a t e r a l mortgage docu
ments from t h i s C o r p o r a t i o n to the C o l l a t e r a l Agent, as 
C o l l a t e r a l Agent f o r the Banks under the C r e d i t Agreement, 
and t rus tees f o r the C o l l a t e r a l Agent , s u b s t a n t i a l l y i n the 
forms o f the S e c u r i t y Documents presented to t h i s meeting, 
except f o r such changes, a d d i t i o n s and d e l e t i o n s as to any 
o r a l l o f the terms and p r o v i s i o n s t he reo f as the o f f i c e r 
execu t ing tha S e c u r i t y Documents on beha l f o f t h i s Corpor
a t i o n s h a l l deem p rope r , such execu t ion by such o f f i c e r o f 

.a Secur i ty Documents to be conc lus ive evidence t h a t such 
o f f i c e r deems a l l o f the terms and p r o v i s i o n s t he reo f to be 
p r o p e r . 

FURTHER RESOLVED, that any and all acts, trans
actions, or agreements undertaken prior to the date o^ these 
resolutions by any of the o f f i c e r s or representatives of 
this Corporation, in the name and on behalf of this Corpo
ration, in connection with any of the foregoing matters, are 
hereby ratified, confirmed, and adopted by this Corporation; 
ax.l 

FURTHEP. RESOLVED, t h a t the *. r e s iden t o r any Vice 
P res iden t and any Secretary or A s s i s t a n t Secretary o f t h i s 
C o r p o r a t i o n , and each o f th^m, be and he nereby i s au thor
i z e d i n the name and on beha l f o f t h i s Corpora t ion f rom time 
t o t ime to take 3uch act :ons and "o execute ana d e l i v e r such 
c e r t j f i c a ' : . e s , i n s t rumen t s , no t i ces and documents as may be 
r e g u i r e d or as any such o f f i c e r may d*»em necessary, a d v i s 
a b l e or proper i n o rde r to ca r ry ou t and perform the o b l i g a 
t i o n s o f t h i s C o r p o r a t i o n under the C r e d i t Agreement, the 
MTR Pledge Agreement and the S e c u r i t y Documents executed by 
t h i s Corpora t ion pursuant t n these r e s o l u t i o n s , or under any 
o t h e r ins t rument o r document executed pursuant t o or i n 
connec t ion w i t h th« i l r e i i t Agreement, the MTR Pledge Agree
ment or the S e c u r i t y Do.ruxnents; a l l such ac t ions to be 
per formed i n such manner, and a l l such c e r t i f i c a t e s , i n s t r u 
ments , not ices and documents to be executed and d e l i v e r e d i n 
such form, as the o f f i c e r pe r fo rming o r execut ing the same 
s h a l l approve, the performance o r execu t ion t he reo f by such 
o f f i c e r to be c o n c l u s i v e evidence c f the approval t he reo f by 
such o f f i c e r and by t h i s Board o f D i r e c t o r s . 

- 3 -



EXHIBIT A-2 
to 

Act of Collateral Mortgage, 
Collateral Chattel Mortgage, 

Pledge and Assignment of Production 

COLLATERAL MORTGAGE NOTE 

$3,000,000,000 September _ , 1984 

FOR VALUE RECEIVED, on demand, the undersigned, Mesa Petroleum Co., 
a Delaware corporation promises to pay to the order of Bearer at the offices of Texas 
Commerce Bank National Association, at 712 Main Street, Houston, Texas 77002, the 
sum of THREE BILLION DOLLARS (53,000,000,000) with interest at the rate of 
eighteen percent (18%) per annum from the date until paid. 

In the event this note should be placed in the hands of an attorney, after its 
maturity, to institute legal proceedings to recover the amount hereof, or any part 
hereof, in principal or interest, or to protect the interests of the holder hereof, or in 
the event the same should be placed in the hands of an attorney for collection, 
compromise or other action, the maker binds i t i ' I f tc pay the fees of the attorney who 
may be employed for that purpose, which fees are hereby f i v ed at ten percent (10%) of 
the amount due or sued for, r claimei or sought to be protected, preserved or 
enforced. 

The parties here*. . whether •• •: o-ig .ial signers or by guaranty or endorse
ment or otherwise, hereby fcaive p "?sei Tent for payment, demand, notice of non
payment, protest, and all piea- of di sion and discussi' '., and agree that the time of 
payment hereof may be exienJ^d from timo *-» tim ;, "»nr or more times, without 
notice of such extension or extens: ns id will ut previous consent, hereby binding 
themselves in solido, unconditionally ire is original promissors, for the payment 
hereof in principal, interest, costs and attorneys' fees. 

This note shall be construed in accordance with and governed by the laws 
of the State of Louisiana. 

MESA PETROLEUM CO. 

By 
David H. Batchelder 

Vice President - Finance and Treasurer 

Collateral Mortgage Note 



"NE VARIETUR" 

For identification with an Act of Collateral Mortgage, Collateral Chattel 
Mortgage, Pledge and Assignment of Production passed before me this day 
of September, 1984. 

Notary Public 
In and for the State of Texas, 

Commission Expiring 

-2-
Collateral Mortgage Note 



EXHIBIT B 
to 

Act of Collateral Mortgage, 
Collateral Chattel Mortgage, 

Pledge and Assignment of Production 

PROPERTY DESCRIPTIONS 
Thia Exhibit B contain* the description of the "cil and gas leaaea" aa defined in the Act of 

Collateral Mortgage, Collateral Chattel Mortgage, Pledge and Assignment of Production to 
which this Exhibit 3 is attached. 

The oil and gas leases are expressly limited insofar and only insofar as they cover land and 
depth interval:) in which Mortgagor owns or holds an interest and do not include land and 
depth intervals in which Mortgagor owns no interest. 

Aa oaed in this Exhibit B, the term "working interest" specifies the leasehold or operating 
interest (expressed as a decimal fraction) of Mortgagor in an oil and pas lease, and the term 
"net interest in production" specifies the interest (expressed zs a decimal fraction) of Mort
gagor in the production of' Hydrocarbons from an oil and gas lease after deducting all 
applicable royalties, overriding royalties and other burdens on production. 

L OU and Gas Laase OCS-G O i l , effective Febmary 1, Id73, granted by the United States 
of America, aa Lessor, to Mesa Petroleum Co., t t aL, as Lessee, covering Block 333, Eugene 
Island Area, South Addition, Official Teasing Map, Lon i i i an a Map No. 4A, 

2. Oil and Gas Laase effective July 19,1971, granted by the State of Louisiana, as Lessor, 
to Mesa Petroleum Co, et aL, as Lessee, covering entire Tract No. 11960 located Ln SL Martin 
and SL Mary Parishes, Louisiana, described as follows: the lands now or formerly constituting 
the beds and bottoms of all water bodies of jvery nature and description and ail islands and 
other lands formed by accretion or reliction, except tax lands, owned by and not under mineral 
lease from the State of Louisiana on April 29, 1971 situated in SL Martin and SL Mary 
Parishes, Louisiana, within the following described boundaries: Beginning at a point having 
Lambert Plane Coordinates of X - L966,700.00 and Y • 446,600.00, being the Northwest corner 
of the tract herein described; thence East 16,000.00 feet; thence South 13.SOO.00 feet to a point 
having Lambert Plane Coordinates of X - 1,982,700.00 and Y - 433,000.00; thence West 
16,000.00 feet; thence North 13,600.00 feet to a point of beginning, estimated to contain 
approximately ^620 acres, all more fully shown outlined in red on a plat on ale in the State 
Land Office. All bearings are based on Louisiana Lambert Plane Coordinate System (South 
Zone), recorded in Book 652, Polio 115, Entry No. 154449 of che Conveyance Records of St 
Martin Parish, Louisiana and recorded in Book 16-T, Entry No. 147,217 of raa Conveyance 
Records of St Mary Parish, Louisiana. 

3. Oil and Gas Lease OCS-G 32S6, effective September I , 1975, granted by tie United 
States of America, as Lessor, to Mesa Petroleum to., «e ai, as Lessee, :overing ail of Block 613, 
West Cameron Area, South Addition, as shown on OCS Official Leasing Map, Louisiana Map 
No. 18. 

Mesa Working Interest 
M*** Net Interest in Production 

03333 

Mesa Working Interest 
Maiia Net Interest in Production 

.18750 

.13281 

Mesa Working Interest 
Mee* Net Interest, in Production 

.1S400 

.15333 

Property Dvscnptiona 



4. OU and Gas Lease OCS-G 2591, effective May 1, 1974, granted by the United States of 
America, aa Lessor, to Mesa Petroleum Co., et ol, as Lessee, covering ail of Block 14<:. Soutn 
Marsh Island Area, South Addition, Official Leasing Map, Louisiana Map No. 3C. 

Mesa Working Interest . 16000 
Mesa Net Interest in Production 13333 

5. OU and Gas Lease OCS-G 2910, effective December 1, 1974, granted by the United 
States of America, as Lessor, to Mesa Petroleum Co, et aL, as Lessee, covering all of Block 327, 
Eugene Island Area, South Addition, OCS Official Leasing Map, Louisiana Map No. 4A. 

Mesa Working Interest 11500 
Mesa Net Interest in Production .09583 

6. OU and Gas Lease OCS-G 2912, effective December L 1974. granted by the United 
States of America, as Lessor, to Mesa Petroleum Co, et ol , as Lessee, covering all of Block 329, 
Eugene Island Area, South Addition, OCS Official Leasing Map, Louisiana Map No. 4A. 

Mesa Working Interest 22500 
Mesa ^ t latere- c Ln Production .13749 

7. OU and Gaa Lease OCS-G 3141 effective July L 1975, granted by the United States of 
America, as Lessor, to Mesa Petroleum Co, et aL, as Lessee, covering all of Block 397, Vermilion 
Area, South Addition, as shown on OCS Official L asing Map, Louisiana Map No. 3B. 

Mesa Working Interest .60000 
M*- 3 3 Net Interest in Production 4£ ) 

This property is subject to the Advance Payment Agreement dated December 16, 1973. as 
amended February 19, 1976 and May 10, 1977, between Mesa Petroleum Co, as Seller, and 

Comp. ^ , f f t i a n t r a l Xease OCS-G 21S5, effective October 1, 1972. granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et aL as Lessee, covering Block 78, that portion 
which is more than 3 geographical miles seaward from the Line described in paragraph 1 of 
Supplemental Decree of U.S. Supreme Court entered 12-13-65 in the D'JL v. Louisiana .Vo. 9 
Original (382 U.S. 288) South Pass Area, South and East Addition, as shown on Official Leasing 
Map, Louisiana Map No. 9A. 

Mesa Working Interest 25000 
Mesa Net Interest in Production 20833 

Thia property is subject to the Exploration and Development Loan Agreement dated 
December 19, 1973, as amended December 12, 1974, February '23. 1975 and June 14, 1977, 
between Mesa Petroleum Co. and Natural Gas Pipeline Company of .America. 

9. Oil and Gas Lease OCS-G 3299, effective September 1, 1975, granted by the United 
States of .America, as Lessor, to Mesa Petroleum Co, et aL, as Lessee, covering all of Block 253, 
East Cameron Area, South Addition, as shown on OCS Ofticial Leasing Map, Louisiana Map No. 
2A. 

Mesa Working Interest .10000 
Mesa Net Interest in Production .08333 

This property is subject to the Mortgage. Deed t" Trust. Assignment of Production. 
Security Agreement and Financing Statement datea January 21. 1977. between Mesa 
Petroleum Co, as Mortgagor, and McMoRan Expioration Co. and to the Act of Mortgage, 

Property Descriptions 



Pledge and Assignment Production dated January 21, 1977, between Mesa Petroleum Co, aa 
Owner, and McMoRan Exploration Co. 

10. OU and Gas Lease OCS-G 3388, effective January i, 1977, granted by the United States 
of America, aa Lessor, to Mesa Petroleum Co, et aL as Lessee, severing all of Block 33ft, East 
Camaron Area, Sooth Addition, as shown on OCS Official Laaain* Map, Louisiana Map No. 2A. 

Mesa Working Interest . .. .05000 
M*** Net Interest in Production 04167 

This property Is subject to the Mortisa*, 5 V r ; * •* Assignment of Production, 
Security Agreement and Financing S* - i . _aaxy 23, 1977, between Mesa 
Petroleum Co, aa Mortgagor, axH McM't^i -.cr Co. aad to the Act of Mortgage, 
Pledge and Assignment of Proucsticn Hrxevi Jit _ 2L, *977, between Mesa Petroleum Co, aa 
Owner, and McMoRan Exploration Co. 

U . OU and Gas Lease OCS-G 3SS*>.. (Tective January 1,1977, granted by the United States 
of America, aa Lessor, to Mesa ?*t '-- r Co., rt ol, as Leasee, covering ail of Block 25, 
Vermilion Area, ss shown on OCS O M Leasing Map, Louisiana Map No. 3. 

Mesa Working Intarer .04737 
**** Net Interest in Production .02947 

Thia property is subject to the Mortgage, Deed of Trust, Assignment of Production, 
Security Agreer nnt snd ^saacing Statement dated January 22, 1977, between Mesa 
Petroleum Co, aa Mortgagor, and McMoRan Expioration Co. and to the Act of Mortgage, 
Pledge and Assignment of Production dated January 23, 1977, between Mesa Petroleum Co, aa 
Owner, and McMoRan Exploration Co. 

12. OU and Gas Lease OCS-G 3400, effective January L 1977, granted by the United States 
of America, aa Lessor, to Mesa Petroleum Co, et oi, as Lessee, covering all of Block 310, 
Vermilion Area, South Addition, as shown on OCS Official Leasing Map, Louisiana Map. No. SB. 

Mesa Working Interest 05000 
Net Interest in Production 04167 

Thia property is subject to tha Mortgage, Deed of Trust, Assignment of Production, 
Security Agreement and Financing Statement dated January 23, 1977, between Mesa 
Petroleum Co, aa Mortgagor, and McMoRan Exploration Co. and to the Aet of Mortgage, 
Pledge and Assignment of Production dated January 21,1977, between Mesa Petroleum Co, aa 
Owner, and McMoRan Exploration Co. 

13. OU and Gas Lease OCS-G 3414, effective January 1,1977; granted by the United States 
of America, aa Lessor, to Mesa Petroleum Co, et al, as Lessee, covering che >72 of Block 34, 
West Delta Area, as shown on OCS Official Leasing Map, Louisiana Map No. 8. 

Mesa Working Interest 05000 
Mesa Net Interest in Production .04167 

This property is subject to the Mortgage, Deed of Trust, Assignment of Production, 
Security Agreement and Financing Statement dated January 21, 1977, between Mesa 
Petroleum Co, as Mortgagor, and McMoRan Exploration Co. and to the Act of Mortgage, 
Pledge and Assignment of Production dated January 21. 1977, between Mesa Petroleum Co, as 
Owner, and McMoRan Exploration Co. 
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14. l i i and Gaa Laase OCS-0 3539, effective August I , 1977, granted by tbe United States 
of America, as Lessor, to Mesa Pet^leum Co., et aL, as Lessee, covering aii of Block 18, South 
Pelto A-r a, as shown on OCS Official Leasing Map, Louisiana Mao No. 6, 

Mesa Working Interest 26173 
Mesa Not Interest in Production 21815 

15. Oil ani Gas Lease 0C3-G 2271, effective February 1, 1973, granted by the United 
States of America, as Lessor, to Mesa Petroleum Co, et oi, as Lessee, covering Block 348, 
Vermilion Area, South Addition, on OCS Official Leasing Map, Louisiana Map No. 3B. 

16. Oil and Gas Lease No. t>310 effective May 13,1374, granted by the State of Louisiana, 
aa Lassor, to Mesa Petroleum Co- et aL, as Lessee, covering those portions of Blocks 57 and 58, 
South Pass .Area. Plaquemines Parish, Louisiana, belonging to the State of Louisiana and not 
under mineral lease on March 4, 1974, described as follows: 

Beginning at the Northwest corner of Block 57, South Pass Area, having Lambert Plane 
Coordinates of X - 2,615,923.00 and Y - 82150.00; thence East 9,685^4 feet Jong the North line 
of said Block 57 to a point having Lambert Plane Coordinates of X • 2 *25,613J54 and Y • 
S2J.50.0O; thence Southwesterly in a straight line to a point having Lambs. Plane Coordinates 
of X - 2,624^40.00 and Y - 80,576.00; thence Southwesterly along an arc which has a radius cf 
18.240.60 feet and a vertex having Lambert Plane Coordinates of X - 2,610160.00 and Y -
92,050.00 to a point having Lambert Plane Coordinates of X - 2,621,555.00 and Y • 77,206.00; 
thence Southwesterly in a straight line to a point having Lambert Plane Coordinates of X * 
2,62X180.00 and Y • 77,500.00; thence Southwesterly aiong an arc which has a radius of 
18.240.60 feet and a vertex having lombert Plane Coordinates j f X - 2,609,785.00 and Y -
91,750.00 to a point having Lambert Plane Coordinates ol X - 2,617,996.00 and Y - 75.462.00; 
thence Southwesterly in a straight une to a point having Lambert Plane Coordinates of X • 
2,617,391.00 aud Y - 75157.00; thence Westerly aiong an arc which has a radius of 18240.60 feet 
and a vertex having Lambert Plane Coordinates of X =• 2609180.00 and Y - 91,445.00 to a point 
having Lambert Plane Coordinates of X - 2.610.702J7 and Y - 73263.09; thence North S.S81.91 
feet to a point of intersection with the North line of Block 5S, South Pass Area; thence East 
5*225.03 feet along the North line of said Block 58 to its Northeast corner, the same being the 
point of beginning, estimated to contain approximately 2,026JJ) acres, all mort fully shown 
outlined in red on a plat on file in the State Land Office. All bearings are based on Louisiana 
Lambert Plane Coordinate System (South Zone). Reference is made to a survey line described 
in a Fourth (4th) Supplemental Decree, entered on the 16th day of October, 1972. in that macter 
styled United States of America v. State of Louisiana, et at. No. 9 Original, on the docket of the 
Supreme Court of the United States, it is expressly understood that although a segment of that 
line is incorporated in the description of the property herein leased. :hat the State of Louisiana 
is leasing only that portion of the above described block or blocks lying more than one (1) foot 
landward of that line, all as provided for in snid Fourth (4th) Supplemental Decree. .Voca-
Portions of thia tract are located within the restrictive area as set out by the U.S. Coast Guard 
and the Corps of Engineers. U.S. Army. 

This oroperty is subject to the Act of Mortgage and Security Agreement to Secure Future 
Advances dated November 22, 1978, between Mesa Petroleum Co, as Mortgagor, and Columbia 
Gas Transmission Corporation, as Mortgagee. 

Mesa Working Interest 
Mesa Net Interest in Production 

.75000 

.62499 

Mesa Working Interest . 
Mesa Net Interest in Production 

33333 
24666 
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17. Oil and Gaa Leaae OCS-G 3416, effective January L 1977, granted by the United Statea 
of America, as Lessor, to Mesa Petroleum Co.. et aL, aa Lessee, covering that portion of South 
Pass Block 57 located more than three geographical miles seaward from the Line described in 
the supplemental decree of the U.S. Supreme Court, June 16,1975, (United States v. Louisiana), 
422 U.S. 13) to one foot seaward of t ie Third Supplemental Decree Line (404 U.S. 366, December 
20, 1971), as shown on 0C5 Officii Leasing Map. Louisiana Map No. 9. 

ttaaa Working Interest 33322 
Mesa Net Interest in Production 27777 

This property is subject to the Act of Mortgage and Security Agreement to Secure Future 
Advances dated November 22, 1978, between Mesa Petroleum Co, a- Mortgagor, and Columbia 
Gaa Transmission Corporation, as Mortgagee, 

18. Oil and Gas Lease OCS-G 2619, effective May L 1974, granted by the United States of 
America, aa Lessor, to Mesa Petroleum Co, et aL, as Lessee, covering ail of Block 115, Ship 
Shoal Area, Official Leasing Map, Louisiana Map No. 5. 

Mesa Working Interest 20000 
M s a a Net Interest in Production 16667 

19. Oil and Gaa Leaa* OCS-G 2887, effective December L 1974, granted by the United 
States of America, aa Lessor, to Mesa Petroleum Co, et o i , as Lessee, covering all of Block 173, 
South Marsh Island Arcs, South Addition, OCS Official Leasing Map, Louisiana Map No. 3C. 

Mesa Working Interest .10239 

20. Oil and Gas Lease OCS-G 2888, effective December L 1974, granted by the United 
States of America, as Lessor, to Mesa Petroleum Co, et aL, as Lessee, covering all of Block 174, 
South Marsh Island Area, South Addition, OCS Official Leasing Map, Louisiana Map No. 3C. 

Mesa Working Interest .10239 

2 1 . O i l and Gaa teaaa OCS-C 2607, e f f e c t i v e May 1 , 1974, granted by the 
Uni ted States of America, aa Leaaor, to Mesa Pecroleum Co., at a l . , aa Lessee, 
cover ing Block 312, E jene la land Area, South A d d i t i o n , O f f i c i a l Leasing Map, 
Lou is iana Map No. 4A. 

Maaa Working I n t a r a a t 133aJ 
Meaa Nat I n t e r e s t l n Production 11131 
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t l . O i l , Gaa, and Mineral Leaae dated May 5, 1980 executed by Melba 
L . Harvey, J r . , et a l . , aa Lessor, in favor of Franks Pacrolaua, Inc , 
aa Lasaee, and recorded In ehe Conveyance Records o l East Baton Rouge Parleh, 
Louisiana l n Book 637 on page nuaber 9375. 

MTS Working Intereet 06250 

23. O i l , Gae, end Mineral Leaae dated April 12, 1976 executed iy Edward 
D. Annison, aa Leaaor, ln favor of Foreet Oil Corporation, aa Lessee, and 
recorded l n Che Conveyence Recorde of Seat Baton Rouge Pariah, Louiaiana ln 
Book 2505 on page number 200. 

Mesa Working Intereet 50000 

24. O i l , Gae, and Hineral Leaae dated April 15, 1960 executed by Janes 
C. C e l e s t i n , et ux., aa Lessor, in favor of Tomlinson Interest , I n c . , aa 
Lessee, and recorded in the Conveyance Recorda of Pointe Coupee Parleh, 
Louiaiana, I n Book 188, on page number 62. 

Mesa Working Interest 23000 

25* O i l and Gae Leaae OCS-G 2102 effective February 1, 1971 granted by the 
United States of America, ae Lessor, to Pennsoil, et a l . , aa Laaaee, covering 
e l l of Block 256, Eugene Island Area, Of f i c ia l Leasing Map, Louisiana Map 

Bo. 4. 

Mesa Working Intereet 16770 

26. O i l and Gas Laase OCS-G 31/1, affective July 1, 1975 granted by the 
United States of America, ae Lessor, to Mei a Petroleua Co . , et a l . , as Lessee, 
covering a l l of Block 13, Souch Pelto Aree, aa shown on OCS O f f i c i a l Leasing 
Map, Louiaiana Map No. 6. 

Mesa Working Internet 25000 

27. O i l and Gaa'Leaae OCS-G 3186, effective July 1, 1975 granted by the 
United States of America, ae Lessor, to Masa Petrolaua Co . , ae Lessee, 
covering a l l of Block 61, Weet Delta Area, as shown on OCS O f f i c i a l Leasing 
Map, Louis iana Map No. 8. 

Mesa Working Intereet 1.000 

The above deacrlbed Leaae la subject to an overriding royalty interest conveyed 
by an overriding royalty conveyance from Mesa Pecroleum Co. , ae Assignor, 
to Masa Offehore Royalty Partnerahip, aa Assignee, dated ae of December 1, 
1982. 
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28. O i l and Gas Leaae OCS-G 3332, effective March 1, 1976 granted by tha 
United Statea of America, aa Leaaor, to Pennzoil, et a l . , aa Leasee, covering 
a l l of Block 337, Eugene Is land Area, South Addition, ee shown on OCS O f f i c i a l 
Leaning Map, Louisiana Map No. 4A. 

MTS Working Intereet 07500 

29. O i l and Gaa Leaae OCS-G 3587, effective Aug et 1, 1977 granted by the 
United States of America, ae Lessor, co Mesa Petroleum Co. , et a l . , ae Lessee, 
covering a l l of Block 8, South Pelto Area, aa shown on OCS O f f i c i a l Leasing 
Map, Louisiana Map No. 6. 

Maaa Working Intereet 25000 

30. O i l and Gas Lease OCS-G 3588, effective August 1, 1977 granted by the 
United Statee of America, ee Lessor, to Mesa Petroleum Co. , ec a l . , aa Lessee, 
covering the East Half of Block 12, South Pelto Area, as shown on OCS O f f i c i a l 
Leasing ap, Lov la lane Map No. 6. 

Masa Working Intereet 37755 

The above described Lease le subject ;o an overriding royalty interest conveyed 
by an overriding royalty conveyance from Masa Petroleum Co. , ae Aeeignor, to 
Meea Offahore Roy '-y Partnership, aa Assignee, dated ee of December 1, 1982. 

31. O i l and Gas Lease OCS-G 3601, effective August 1, 1977 granted by tha 
United Statee of America, ae Leeeor, to Mesa Petroleum Co. , as Lessee, covering 
a l l of Block 62, West Delta Area, as ahown on OCS O f f i c i a l Leasing Map, Louisiana 
Map No. 8. 

Masa Working Intereet 1.000 

The above daecribed Leese i s subject to an overriding royalty interest conveyed 
by an overriding royalty conveyance from Mesa Petroleum Co. , as Assignor, to 
Mesa Offshore Royalty Partnership, as Assignee, daced as of December 1, 1982. 

32. O i l and Gaa Leave OCS-G 4102, effective Septer 1 *r 1, 1979 grented by the 
United States of America, as Lassor, to McMoRan Exploration, et a l . , as Lessee, 
covering W/2 NE, NW, S/2 Block 36, Vermilion Area, as shown on OCS O f f i c i a l Leasing 
Map, Louiaiana Map No. 3. 

Mesa Working Interest 047368 

33. O i l and d a Lease OCS-G 4110, effective September I , 1979 granted by the 
United States of America, as Leeeor, to Mesa Petroieum Co. , et a l . , as Lessee, 
covering a l l of Block 155, South Marsh Island Area, South Addition, as shown 
on OCS O f f i c i a l Leaaing Map, Louis Una Map No. 3C. 

Meea Working Interest 70000 
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The abov* described Lease l s subject to sn overriding royalty intereet conveyed 
by an overr id ing royalty conveyance from Mass Petroleum Co., as Assignor, to 
Mesa Offshore Royalty Partnership, es Assignee, deted a of December 1, 1982. 

34. O i l and Gas Leaae OCS-G 5221, effective November 1, 1982 granted by the 
united S ta tes of America, ae Lassor, to McMoRan Cf fshors Exploration Co. , et 
e l . , ae Les see , covering a l l of Block 176, South Marah Island Araa, South Addi
tion, OCS O f f i c i e l Leasing Map, Louisiana Map No. 3C. 

Mesa Working Intereet 07142 

35. O i l and Gas Leaae OCS-G 2045, effective January 1, 1971 granted by the United 
Scates of America, as Lassor, to Mesa Pecroleum Co. , et a l . , as Lessee, covering 
e l l of Block 270, East Cameron Area, South Addition, O f f i c i a l Leasing Map, 
Louisiana Map No. 2A. 

Mesa Working Intereet 05000 

36. O i l and Cat Lease OCS-G 2078, effective February 1, 1971 granted by the 
united S t a t e s of America, ae Leeeor, to Pennsoil, et a l . , ee Lessee, covering 
e l l of Block 228, Vermilion Area, O f f i c i a l Leasing Map, Louisiana Map No. 3. 

Mesa Working Intereet 43285 

37. O i l and Gas Usee OCS-G 2115, effective January 1, 1971, granted by the 
United S tares of America, aa Lassor , to Mesa Petroleum Co., ec a l . , aa Lessee, 
covering a l l of Block 330, Eugene Island Area, South Addition,' O f f i c i a l Leasing 
Map, L o u i s i a n a Map No. 4A. 

Meea Working Interest 05000 

38. O i l and Gas Lease OCS-G 2254, effective February 1, 1973 granted by the 
United S ta tes of America, as Lassor , to Burmah, et e l . , aa Lessee, covering a l l 
of Block 322, East Cameron Araa, South Addition, O f f i c i a l Leasing Map, Louisiana Map 
Ro. 2A. 

h^se Working Intereet 52000 

39. O i l and Gas Leaae OCS-G 2255, affective February 1, 1973 granted by 
the United States of America, ae Leeeor, to Burmah, et a l . , aa Lessee, covrring 
a l l of Block 323, East Cameron Area, South Addition, O f f i c i a l Leasing Map, Louisiana 
Map No. 2A. 

Meea Working Interest 52000 

a 
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40. O t l an** Caa Laase OCS-G 4220, effective December 1, 1979 granted by the 
United States of America, ss Leeeor, to Mesa Petroleum Co. , et_ a l . , as Lessee, 
covering a l l of Block 156, South Marsh Island Area, Souch Addition, as shown 
on OCS Leaa ing Map, Louisiana Map No. 3C. 

Meea Working Internet 70000 

The ebove described Lease i s eubject to an overriding royalty Interest conveyer' 
by en overr id ing royalty conveyance from Mess Petroleum Co., es Assignor, to 
Mesa Offahore Royalty Partnership, ee Assignee, dated as of December 1, 1982. 
This property i s subject to the Purchase Agreement - Development Production 
Payment dated June 6, 1980, ee amended December 12, 1980, November 19, 1981 
and September 2, 1983, betveen Mesa Petroleum Co. , as Se l l er , end 110 Wecker Drive 
Foundation, I n c . , es Buyer end the Conveyance of Development Production Payment 
dated June 6, 1980, as amended Decmeber 12, 1980, November 19, 1981, end September 
2, 1983, becween Mesa Petroleum C o . , ae W.I. Owner and 110 N. Wacker Drive Founda
tion as P . P . Owner. 

41. O i l and Gas Lease OCS-G 4216, effective December 1, 1979 granted by the 
United States of America, ae Lassor , to lieca Petroleum Co. , et a l . , as Leesee, 
covering a l l of Block 381, Vermilion Area, f.outh Addition, as shown on OCS Leasing 
Map, Louia iana Map No. 3B. 

Mesa Working Intereet 80000 

The above described Laase is subject to an overriding royalty Interest conveyed 
by en overr id ing royalty conveyarca fron Mese Petroleum Co. , as Assignor, to Mesa 
Offshore Royalty Partnership, as Ass igr.es, dated as of December 1, 1982. 

42. C i l and Gas Lease OCS-G 2557, effective Apr i l 1, 1974 granted by the 
Ucited States of America, aa Laa.'or, to Burmah Development Co., I n c . , et a l . , 
aa Lessee, a id covering a l l of Block 612, West Cameron Area, South Addition, 
O f f i c i a l Leasing Map, Louisiana M*p No. IB. 

Mesa Working Interest • 18400 

43. O i l and Gas Lease OCS-G 2623, effective May 1, 1974 granted by the 
United States of America, aa Lessor , to Mesa and Occidental, as Leesee, covering 
e l l of Block 31, South Timbalier Area, O f f i c i a l Leasing Map, Louisiana Map No. 6. 

Mesa Working Interest 15000 

9 

Propercy Descriptions 



L E M I _ E , K - E L L E H E R , K O H L M E Y E R & M A T T H E W S 

LOWS r . r » . e 

»•"«• r _£ - • • 
C - » » L C I . - . - t ' t a . 

- « • » • N - . H . L ' . . 1 

« U » - I ' l l , - • 

C. — - : * » . . • . 

• i . £ • « » . " > * * » " . i » 

S C O ' S * » » * . r * . = 

J A W l , A . i H . f l C l V k 

• H L • 3 ( a w 

•UUAA3 m. 3 S O S 

• ' L L » « » • • • • • C . 

. " • I S - . O A l O i t 

' • C O C M i C a » » " « « u » 

« - . . ' » • • • » o » » t » ' t » . - « 

a i l c i A a t s ' . e i L 

« . . . * • * j t " E . « 

(*•«, ». i . e - «. 

( • « ( » ' L t i m t n * 

; » s i j a C t . k . « . i 

A j ' c « > i n . . « 

» c . » c t . 

»»»>• - a c a c » » * 

. • • . i t - M * f a » f « 

- C N « = > . c - » . o 

C C O « C f * • • : • « • . ."7 

t i O H T e c N T M f . : o o 

r i » » S T N A T I O N A L 5 A N » o r c a M n e o c e B U I L O I N : 

N E W O R L E A N S 7 0 H 2 

T E L E P H O N E >SO-» l 5 « o - ' « • 

C A B L E A D D R E S S - L E 

T E L E X 3 8 * 2 7 ? 

A p r i l 17, 1979 

Depar tment o f t h e I n t e r i o r 
Bureau o f Land Management 
O u t e r C o n t i n e n t a l S h e l f O f f i c e 
5 00 Camp S t r e e t 
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A t t e n t i o n : Mr. John L . Rankin 
O f f s h o r e Manager 

R e : L e a s e s N o s . O C S - G 2 2 2 4 , 2 2 2 5 , 
2 3 1 7 , 2177, 2185^ 2193, 2195, 
2 8 3 9 , 3284 , " T S 5 0 , 2 3 5 9 , 2 8 5 9 . 2860 , 
2 8 8 2 , 2833, 2537, 2884 , 2900, 3156, 
2 6 0 7 , 3193, 3195, 2947, 3206, 3202, 
3203 , 3417, 3416, 3409, 3500, 3766, 
3 7 ?o . 
O f f s h o r e L o u i s i a n a 

L e a s e s N o s . OCS-G 
2378 , 2701 , 2704, 
2384 , 2713, 2383, 
2 7 1 9 , 2398, 2403, 
2 4 1 4 , 2416 . ' 1 8 , 
2429 , 2745 , '46 , 
3757. 
O f f s h o r e Texas 

Gent lemen: 

366, 2372, 3118, 
2779, 2705, 2706, 
2 389, 2390, 2718, 
3314, 2409, 2737, 
2422 , 2739, 2426, 
2766, 2367, 3756, 

Enc losed a r e an o r i g i n a l e x e c u t e d copy and 6? 
x e r o x copies o f each o f the f o l l o w i n g documents: 

1 . Amendment t o P r o d u c t i o n Payment Agreement 
d a t e d as o f A p r i l 1 , 1979 between Penn
z o i l Company and P e n n s o i l L o u i s i a n a and 
Texas O f f s h o r e , I n c . 



LEMLE. K EL LEMER. KO-U ' E r E R Z. MATTHEWS 

Department o f t he I n t e r i o r 
Page 2 
A p r i l 17, 1979 

2 . \mendnent t o I n s t r u m e n t o f Conveyance o f 
P r o d u c t i o n Payment d a t e d as o f A p r i l 1 , 
1979 between P e n n z o i l L o u i s i a n a and 
Texas O f t s h o r e , I n c . and P e n n z o i l Company. 

3. C o n f i r m a t i o n o f Ass ignment d a t e d as o f 
A p r i l 1 , 1979 among P e n n z o i l L o u i s i a n a 
and Texas O f f s h o r e , I n c . P e n n z o i l Company 
and The F i r s t N a t i n a l Bank o f Ch icago , 
as Agen t f o r c e r t a i n b a n k s . 

We r e q u e s t t h a t you f i l e t h e o r i g i n a l execu ted 
copy o f each o f t hese documents , a l o n g w i t h t h i s l e t t e r , 
i n your f i l e a p p l i c a b l e t o Lease No. OCS-G23 39. Please 
a l s o p lace an a d d i t i o n a l copy o f t h i s l e t t e r and a x e r o x 
copy o f these documents i n your f i l e a p p l i c a b l e t o each 
o f the r e m a i n i n g c a p t i o n e d ieasos f o r c r o s - - r e f e r e n c i n g 
purposes . 

We u n d e r s t a n d t h a t the payment o f a f ee i n 
c o n n e c t i o n w i t h t h i s f i l i n g i s n o t r e q u i r e d by a p p l i c a b l e 
r e g u l a t i o n s , and t h a t no a p p r o v a l i s n e c e s s a r y . Please 
r e t u r n me e n c l o s e d copy o f t h i s l e t t e r uO ev idence such 
t i i i r . g and t h e accompl i shment o f o u r r e q u e s t . 

Very t r u l y y o u r s 

LEMLE , KELLEHE P., KOHL MEYER & MATTHEWS 

]•... );. ; . *• 
james M. P e t e r s e n 

JMP/dca 
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AMENDMENT 
PRODUCTION P A / V L , D r , 

. TFns A \ i E . V D v f t V T _ n

 I W , N T CEMENT 

dement , * ^ fi"t loanTi L T ' ^ '° P e m 3 Z ^ and Pel 'T" ^ h^*-

Credit Agreement on l H

 P M acc™d interest Z , °' a n a™nt ec.ua, t o ft9"** 1 t 0 

mmmmsm 
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WHEREAS, the Bank Credit Agreement s now proposed to be amended to reflect a further eaten* 
sion of the maturity of the credit available to tho Company thereunder, an iucrsase in the amount 
of that credit to $275,090.0Oo. and for other purposes; and 

YVHEREAJ, pursuant to the request of the Company and Pennzoil, ths Agent proposes to join 
herein for th" limited purposes set forth below; 

Now, TUERD-ORZ, in order to reflect the Amendment' .e Bank Credit Agreement propoaed as 
aforesaid, to add to the Leasehold Interests tbe interests oi ...e Company in certain oil and gas leases 
covering lands located oflshore in the Culf of Mexico adjacent to the Urutt States of America, and 
to delete from the Leasehold Interests certain other leases, and in consider.! n of the premises and 
of tbe mutual covenants and agreements herein contained aud intending tu be legally bound, the 
parties hereto agree as follows: 

1. The Production Payment Agreement is hereby amended in the following respects: 

(s) The introductor*. paragraph of the Production Payment Agreement is ;imended by changing 
the date "November 1,1977" therein to "April I , 1979". 

(b) Section ? 1 of the Production Payment -̂reement is amended by changing the phrase "as 
amended -nd restated as of November 1, 1977*" th in to read "as amended, including by the amend
ments then- o pursuant to the Amendment to I) k Credit Agreement dated as of April 1, 1979". 

(cf Section 12 of the Production Payment Agreement is amended by changing the figure 
"105%" therein to read "106%" and by deleting the words "plus Wc" therein. 

(d) Section 23 of the Production Payment Agreement is amended by changing the date "May 
1, \xTom therein to read "November I , 1977* and by changing the date "November 1, 1977** therein 
to read "April L 1979" 

(e) Section 2,4 of the Production Payment Agreement Ls amended by changing the date "July 1, 
1986* therein to read "January 1, 19SS", and hy changing the pi.rase "as amended and restated as 
of November 1, 1977" therein to read "as amended, including by the amendments thereto pursuant 
to the Amendment to Bonk Credit Agreement dateii as of April i , 1979". 

( f ) Section 25 of the Production Payment Agreement is amended by changing the date "June 
30, 19tJ*T in oaras/uph (b) thereof to read "Decen r 31. 1987", and by changing die phrase "as 
amended and restated as of November 1. 1977" therein to read "as amended, including by the 
amen-..ie.Jts thereto pursuant to the Aniendment to Bank Credit Agreement dated as of Apnl 1, 1979". 

(g) Section 33 of the Production Payment Agreement is amended by deleting the seco:>d occur
rence of the word "area" therein and by changing the reference to "Federal Power Commission* 
therein to "Federal Energy Regulatory Commission". 

(h) The "IN WITNESS WHEREOF" paragraph of the Production Payment Agreement is amended 
by changing the date "November 1, 1977" therein to read "Aoril 1, 1979". 

( i ) The signatures and acknowledgements set forth in the Production Payment Agreement aie 
amended to read in their entirety as set forth in A..nex I hereto as the signatures and acknowledge-
ments thereto. 

(|) The first paragraph of Appendix 1 to the Production Payment Agreement is amended by 
changing the date "November I , 1977" there.'.. to "April 1,1979". 

(k) Subpvagraph (f) of Paragraph 1 of Appendix 1 to tbe I--eduction Payment Agreement is 
amended by changing the date "November 1,1977" therein to "April 1. i^79". 

(1) Subparagraph (a) of Paragraph 4 of Appendix 1 to the Proc.V \tion Payment Agreement is 
Amended by changing the phrase "as thereafter amended ajid restated as >\ November 1, 1977" therein 
to read "as thereafter amended, including by the amendmer's thereto our.\>ot to tbe .Amendment to 
Bank Credit Agreement dated as of April L, 1979". 

(m) Subparagraph (b) of Paragraph 4 of Appendix 1 to the Production Payment Agreement is 
amended hy changing the figure "105%" therein to "106%" and by deleting the words "plus Vi%". 
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(n ) Paragraph 9 of Appendix 1 to -he Production Payment Agreement is amended by changing 
all references to "Federal Power Commission" therein to "Federal Energy Regulatory Commission". 

I'O) The signatures and acknowledgments set forth in Appendix 1 the Production Payment 
Agreement are amended to read m their entirety as se< orth in Annex I hereto as the signatures and 
acknowledgments thereto. 

(p) Exhibit "A" to Appendix 1 to the Production Payment Agreement is amended to read in '.ts 
eatf rety aa set forth in Annex I hereto as Exhibit "A" to Appendix 1 thereto. 

2. Except as amended hereby, the provisions of the Production Paymenl Agreement shall remain 
in f u l l force and effect. Tha Production Pavment Agreement, as amended hereby, shall be restated 
to read in its entirety as .at forth in Annex I hereto, it being agreed and understood that all references 
in the Production Payment Agreement as amended hereby and so restated to the Bank Credit Agree
ment shall be deemed to be references to the Bank Credit Agreement as amended, including by the 
amendments thereto pursuant to the Amendment to Bank Credit Agreement dated as of April 1, 1979. 

3, The Agent, for and on behalf and in the name of the Banks, hereby consents to the foregoing 
amendment to and restatement of the Production Payment Agreement; provided, however, that 
notwithstanding any provision hereof to the contrary, this Amendment shall not be construed or 
operate, except aa expressly set forth above, to modify in any respect the rights and obligations of the 
Company or Pennzoil under the Production .ment Agreement or the Assignment 

I N WITNESS WHEREOF the parties eto have caused this Amendment to be executed by 
their respective officers thereunto duly authonzed aa of the day and year first above written. 

Wi 

PENNZOIL. LOUISIANA AND TEXAS OFTSHORE, I N C 

[SEAL] 

Tea FmsT NATIONAI. BANT or CHXCACO, 
as Agent 

[SXAI.] 
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T H E STATE or TEXAJ ^ 

Court r r or HAJUUS | 

(Louisiana) 

(Louisiaaa) 

(Texas) 

(Taxas) 

B E IT REMEMBERED that I , the undersigned, a Notary Public duly qualified, swom snd acting 
i n and for the County and State aforesaid, hereby certify that, on this 9th day of April, 1979: 

Before me appeared J. N. Avuuvn, JH., to me personally known, who, being by me duly sworn, 
d id say that he is the Treasurer of PENNZOIL LOUISIANA AND TEXAS OrrsHORE, INC., a Delaware 

corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said 
corporation and that the instrument was signed and sealed in behalf of the corporation by authority 
of its Board of Directors and that J. N. AVERETT, JR. acknowledged the instrument to be the free act 
and deed of the corporation. 

Before me appear^ H\aou> E. SORTOR, to me personally known, who, being by me duly swom, 
did say that he is a Croup Vice President of PEVNZOIL COMPANY, a Delaware corporation, and that the 
seal affixed to the foregoing instrument is the corporate seal of said corporation and that the instru
ment was signed and sealed ua behalf of the corporation by authority of its Board of Directors and 
that HAROLD E. SORTOR acknowledged the instnunent to bt. the free act and deed of the corporation. 

Before me on this day personsily appeared J. N. AVERETT, JR., known to me to be the person 
whose name is subscribed to tlie foregoing instrument ar.d known to me to be the Treasurer of 
PENXZOIL LOUISIANA AND TEXAS OFFSHORE, INC, a Delaware corporation, and acknowledged to me 

that he executed said instrument for the purposes and consideration therein expressed, pnd as the act 
and deed of sale' oorporation. 

Before me on his dzy personally appeared HAROLI> E. SOHTOR, ki wn to me to be thu person whose 
amne is subscribed to the foregoing instrument and known to me co be a Croup Vice President of 
PENNZOIL COMPANY, a Delaware corporation, and acknowledged to me that he executed said instru
ment for the purposes and consideration therein expressed, and a.- the act and deed of said corporation. 

I N WrrNTXJ WHEREOF, I have hereunto set my hand and official notarial seal, in the City of 
Houston, County of Harris, State of T«.<as, this 9th day oi ApnL 1979. 

[NOTARIAL SEAL] Notary Public in and for Harris County, Texas 
My Cominission Exp..ea 

COM L 1AIGA 
Motory Pvttlc In Hurts Courfy for Ufe Stato of Tem 

My Cu—wlino» Ufirt* S r tmb* ML 18*9 
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T H E STATE OE ILLINOIS t 
COONTT OF COOE j * M " 

BE IT REMEMBERED that L the undersigned, a Notary Public duly qualified, sworn and acting 
in and for the County and State aforesaid, hereby certify that, on this day of April, 1979: 

(Louisiana) Before me appeared K'/"• personally known, who, being by me duly swom, 
did say that he is -» u ' c f T * * ' * e + r o f j m F u u T NATIONAL BANK OF CWCACO, a national 
banking association, and that the seal affixed to the foregoing instrument is the corporate seal of said 
corporation and that the instrument vas signed and sealed in behalf of the corporation by authority 
of its Board of Directors and that f *• & c * " ''^^acknowledged die instrument to be the free act 
and deed of the national banking association. 

(Texas) Before me on this day personally appeared .A? ^ " ., known to mt to be the person 
whose name is subscribed to the foregoing instrument and known to me to be a. ^ U * 7*^ ,*^/^^r^7~ 
of THE FIRST NATIONAI. BANK or C —.AGO, a national bankug association, and acknowledged to 
me that he executed raid instrument foi he purpoerr one" consideration therein expressed and in the 
capacity therein stated, and as die act and deed of said national banking association. 

LM WITNESS WHEREOF, I have hereunto set my hard and official notarial seal, in the City of 
Chicago, County of Cook, Stote of Illinois, this /Mday of April 1979. 

f t \ C\AJUJ*~ )Cvy-^c\_, 
Notary Public in and for Cook County, Illinois 

My Commission Expires 

Mx Cavanitsion Expires Dec. 5, 

[NOTARIAL SEAL] 
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ANNEX I 

P R O D U C T I O N P A Y M E N T A G R E E M E N T 

THIS AGREEMENT, dared as of March I , 1974. as amended and restated as of April 1. 1979. 
between PENNZOO, COXCFANY, a Delaware corporation (hereinafter called "Pennzoil"), and Pcvxzou. 
LOUISIANA AND TEXAS OFFSHORE, INC., a Delaware corporation (hereinafter caned tbe "Company"), 

WITNESSETH: 

ARTICLE I 

Recitals 

L l The Company proposes herein to agree to make available to Pennzoil, or Pennzoii's designee, 
for purchase on the terms and conditions provided herein all gas produced from or appUcable *•> die 
interests of the Company (hereinafter called the "leasehold Interests") in certain oil end gas 
leases covering lands located offshore in the Culf of Mexico adjacent to the United States of America, 
which interests, leases and lands are described in Exhibit "A" to Appendix 1, Attached hereto and 
hereby made a part hereof. 

1-2 Pennzoil proposes to purchase from the Company, at the time the first loan is made to the 
Company under that certain Bank Credit Agreement, dated as of the date hereof, among the 
Company, The First National Bank of Chicago and the other banks named therein (hereinafter called 
the "Bank Credit Agreement"), a production payment dischargeable from the proceeds of production 
f rom or applicable to the Leasehold Interests in an amount equal to the aggregate principal amount 
of loans, plus accrued interest and commitment fee, outstanding under the Bank Credit Agreement 
on the date, if any, upon which the purchase price therefor is paid by Pennzoil to the Company as 
provided herein (hereinafter called the "Purchase Price Payment Date"), all as more particularly 
provided herein. 

Now, THEREFORE, in consideration ot the mutual promises herein set forth, it is agreed a* follows: 

ARTICLE II 

Sale and Purchase of Production Payment 

2.1 The Company hereby agrees to sell and convey to Pennzoil, and Pennzcd hereby agi res 
to purchase from the Company, a production payment in an amount equal to the aggregate principal 
amount of the loans, plus accrued interest and commitment fee. outstanding under the Bank Credit 
Agreement, as amended, including by the imer 'ments therein pursuant to the Amendment to Bank 
Credit Agreement dated as of April 1, 197S, on ' . Purchase Price Payment Date, if any, which shall 
be specified by the Company as provided in Section 2.5. The purchase price of such production 
payment shall be an amount equal to the principal amount thereof. 

2.2 The conveyance of production payment 

(a) shall entitle the holder thereof to an amount equal to interest (computed from the 
Purchase Price Payment Date) on the unpaid balance of the principal amount of the production 
payment from time to time remaining outstanding at a rate per annum (based on a year of 
365 days) which shall be equal to 106% of the corporate base rate on 90-day commercial loans to 
its largest and most credit-worthy commercial borrowers in effect at The First National Bank of 
Chicago from time to time, such rate to change automatically and from time to time effective as 
of the date of each change in such corporate base rate. 

(b) shall provide that the production payment shall be dischargeable from eighty-five per
cent (85%) of the proceeds of production from or applicable to the Leasehold Interests, 
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(c) shall be effective from and as of the da> on which such production payment shall have 
been sold and conveyed to Pennzoil as provided in Section 2.3, and 

(d) shall grant to the holder thereof the rights provided for in, and shall be substantially 
in the form of, the form of conveyance af production payment attached hereto as Appendix 1. 

2.3 Pursuant to the agreement of the Company and Pennzoil as hereinbefore provided, a pro
duction payment was sold and conveyed by the Company to Pennzoil by Instrument of Conveyance 
of Production Payment dated as of M«ch 1, 1974 between tne Company and Pennzoil, and thereafter 
amended and restated as of Novembtrr 1, '.377. The terms of such production payment shall be 
further amended by an Amendment to Instrument of Conveyance of Production Payment to be dated 
as of April 1, 1979, whereby the aforesaid Instrument of Conveyance of Production Payment shall be 
amended and restated so as to be substantially in the form of Appendix I hereto. 

2.4 Following the conveyance of such production payment, amended as aforesaid, by the Com
pany to Pennzoil as provided in Seotion 2.3, tae Company or its assignee shall have the right at any 
time prior to January 1, 1968, upo- ' given to Pennzoil as provided in Section 25, to call upon 
Pennzoil dithsz 

(a) to pay to the Company or its assignee the purchase price of such production payment, or 
(b) to execute, acknowledge and deliver to the Company, at the Company's expense, such 

uastrumeiit or instruments aa may be necessary oi appropriate to release, relinquish and extinguish 
as fully discharged such production payment; 

provided, however, that the right referred to in subsection (a) above mav not be exercised by the 
Company unless all certificates of the value of Proven Hydrocarbon Reserves which are required 
to be delivued to The First National Bank of Chicago under the Bank Credit Agreement, as amended, 
including by the amendments thereto pursuant to the Amendment to Bank Credit Agreement dated 
as of April 1, 1979, shell have been so delivered as required and an executed counterpart of each such 
certificate shall have been delivered to Pennzoil. 

2.5 Notice of the election by the Company or its assignee to exercise either of the rights referred 
to in Section 2.4 shall specify the following: 

(a) which of such rights the Company or its assignee shall have elected to exercise; 

(b) a date fbr closing the transactions contemplated bj such right which (i) shall be a 
business day not less than 30 days after the date upon which such notice is received by Pennzoi' 
unless Pennzoil shall agree in writing to an earlier closing date, and (ii) shall not be later than 
December 31, 1987; and 

(c) if the Company or its assignee shall have elected to exercire i*s right to receive from 
Pennzoil the purchase price of the production payment, the aggregate principal amount of loans, 
plus accrued interest and commitment fee, outstanding under the Bank Credit Agreement, as 
amended, including by the amendments thereto pursuant to the Amendment to Bank Credit 
Agreement dated as of April 1, 1979, as oi the Purchase Pnce Payment Date, such amount to be 
subject to adjustment as required on and as of such date. 

The election by the Company or ib assignee, in the manner set forth above, ot one of tbe rights 
referred to in Section 24 shall constitute a waiver of the other such right 

2.6 Th'. closing of the transactions .eferred to in Section 25 shall be held at the general offices 
of Pennzoil located at Pennzoil Place, Houston, Texas, or at such other location in Houston, Texas 
as Pennzoil shall specify in writing to the Company or its assignee. The closing date for such trans
actions shall be the date specified in the notice ro Pennzoil, and on such closing date 

(a) if the Company or i t i assignee shall have elects 1 to receive payment of the purchase 
price of the production payment, Pennzoil shall pay tc the Company or its assignee such purchase 
price in immediately available funds; or 
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(b) if the Company or its assignee shall have elected to have the Company receive a recon
veyance of the production payment, Pennzoil shall execute, have acknowledged and deliver to 
the Company such instrument or instruments as may be necessary or appropriate to effect such 
reconveyance to tae Company. 

ARTICLE III 

Pennxoits Right to Purchase Gas 

3.1 The Company shall make available to Pennzoil for purchase by Pennzoil, or such other 
person, firm or corporation as Pennzoil may designate, all go; produced from or applicable ro the 
Leasehold Interests in accordance with the provisions set forth below. 

3.2 When in Pennzoil's judgment gas reserves of sufficient quantity and deliverability to 
justify the construotion of necessaiy facihties customarily utilized by purchasers of such gas in per
formance under gas purchase contracts have been developed on lands covered by any one or more of 
the Leasehold Interests, Pennzoil shall have the right to purchase such gas. Pennzoil's right to pur
chase gas hereunder may be exercised whenever and as often as in Pennzoil's judgment gas reserves 
of sufficient quantity and deliverability are developed on lands covered by one or more of the Lease
hold Interests. 

3.3 The price (hereinafter called the "Contract Price") to be paid by Pennroil for gas pur
chased from the Company hereunder shall be fixed by the contract between the parties hereto f r - *hc 
sale and purchase thereof. Such contract shall contain specific prices competitive with t L - co 
prices then being icduded in similar contracts for the purchase of gas from the same or 
prices shall not be less than the applicable ceiling rate set from time to time by the Fer1 

Regulatory Commission. 

3.4 The procedures to be empl/yed by Per : oil and the Company on each exercL • •• 
of such right to purchase gas are as follows: 

(a) Pennzoil shall give che Company notice of its election to purchase gar, which net • 
shall also specify the purchaser if it be a person, firm or corporation other than PennzoU, and 
shall transmit with such notice a form of gas purchase contract providing for the .'ale and pur
chase of such gas. After each such election to purchase, on or before the expiration of thirty (30) 
days following the date upon which the pertinent notice is received by the Company, the Com
pany shall execute the gas purchase contract transmitted therewith and rerun such contract to 
PennzoU, unless the Company shall give Pennzoil notice that the Compan;. is of the opinion that 
the Contract Price provided for therein does not meet the requirements set forth in Section 33, 
i n which event the parties shall promptly thereafter undertake in good faith negotiations to 
determine by agreement such Contract Price. If such Contract Price has not been determined 
wi thin sixty (60) days after receipt of the initial notice and fnrm of gas purchase contract by 
the Company, either the Company or Pennzoil shall have the right to cause such Contract Price 
to be determined by arbitration as provided in Section 3.7. 

3.5 When (i) in the Company's judgment gas reserves of a sufficient quantity and deliverability 
to justify the construction of necessary facihties customarily utilized by purcaasers of such go: in per
form anc* und*r gas purchase contracts have been developed on lands .revered by any one or more 
of the Leasehold Interests, and ( i i ) Pennzoil shall not theretofore have giv»n the Company notice of 
its election tr purchast such gas, then and in such event the Company shall have the right to sell such 
gas i - .ir A)-dance with and subject to the provisions of Section 3.6. 

C ' procedures to be employed by th- Tympany and Permzoil on each exercise by the Com-
p- under Section 3.5 arc as follows: 

)re entering into any contract for the sale of such gas, the Company shall give 
. rice of its desire to sell such gas and shall transmit with each such notice a form 

^. -clmse contract providing for the sale and purchase of such gas. 
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(b) Pennzoil shall have a period of thirty (30) days from and after its receipt of such 
notice from the Company within which to elect to purchase such gas. If Pennzoil elects to 
purchase such gas, ;t shall give the Company notice to such effect and shall execute such gaa 
purchase contract and return the same to the Company unless Pennzoil shall be of the opinion 
that the Contract Price provided for therein does not meet the requirements set forth in Section 
3J3, in which event the parties shall promptly thereafter undertake in good faith negotiations to 
determine by agrer ~.»nt such Contract Pnce. If Pennzoil and the Company are unable to reach 
agreement on such Contract Price within sixty (60) days after receipt by Pennzoil of the aforesaid 
notice, either Pennzoil or the Company shall have the right to cause such Contract Price to be 
determined by arbitration as provided in Sectiou 3.7. 

(c) In the event Pennzoil does not elect to purchase such gas on or before the expiration 
ot thirty (30) days after receipt of such notice from the Company, the Company shall have the 
right for a period of sixty (60) days from and after the expiration of thirty (30) days next 
following the receipt by Pennzoil of such original notice f-om the Company -vithin which to 
execute with a third party a contract for the sale of such gas in the form submitted to Pennzoil 
with the original notice from the Company. If such contract is uot executed vvithin such sixty (60) 
day period, such gas shall not thereafter hx sold by the Company to a durd party, without Erse 
making the same available to Peanzoil in accordance with the provisions hereof. 

3.7 If, pursuant to the provisions hereof, either party elects to cause the Contract Price to be 
provided in a gas purchase contract to be determined by arbitration, such party shall give the other 
party notice of such election, which notice shall also name one arbitrator. The party receiving such 
notice shall, within ten (10) days thereafter by notice to the other, name the second arbitrator. The 
two (2) arbitrators so appointed shall name die third, or upon their failing to do so within ten 
(10) days, the third arl itrator may, upon request of either the Company or Pennzoil be appointed 
by the person who at thr time is thc chief judge of the United States District Court for the Southern 
District of Texas. The arbitrators so appointed shall promptly hear and determine (after giving the 
parties due notice of heaiing and a reasonable opportunity to be heard) the question submitted, and 
shall render their decisioj within sixty (60) days after complet.on of the hearing. The decision of the 
arbitrators, or a majority thereof, made in wriuVg shall be final and binding upon Pennzoil and the 
Company. The expetises of arbitration, including reasonable compensation to the arbitrators, shall be 
bome equally by Pennzoil and the Company, except that each party shall bear tbe compensation and 
expenses cf its counsel, witnesses and employees. 

ARTICLE iv 

General 
4.1 All notices and other communications provided for herein shall be in writing and shall be 

delivered to thc addressee thereof at Pennzoil Place, P. O. Box 2967, Houston, Texas 77001, or to such 
other address as the addressee shall have designated by written notice to the party giving such notice 
or making such communication. The date upon which any such notice or other communication is 
delivered shall be deemed to be the date the sa-ae is received 

4.2 Tae terms and provisions of Article HI of this Agreement shall constitute covenants running 
with the lands and leases affected hereby and shall be bir Jing upon and shall inure ta the benefit of the 
parties hereto, their respective successors and assign-. 



I N WITNESS WHEREOF, this Restated Production Pavment Agreement amends and restates the 
Production Pavment Agreement dated as of March L, 1974, as heretofore emended and restated, and 
has been executed in multiple counterparts as of April 1, 1979. 

Wi PENNZOIL LOUISIANA AND TEXAS OFTSHORE, ) N C 

By 

ATTEST: 

Secretory 

Witnesses: 

[CORPORATE SEAL] 

PENNZOO. ^SOMP ANT 

Group vice President 

ATTEST: 

' Sscrsfcv 

[CORPOiyvTE SEAL] 
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T H T STATE OF TEXAS 

Corv»T or HARRIS 

(Lov 

(Louisiana) 

(Texas) 

Texas) 

BE I T REMEMBERED t'lat I , the undersigned, a Notary Public duly qualified, swom and acting 
in an i for the County and State aforesaid, hereby certify that, on this 9th day of April, 1979: 

Kef are me appeared J. N . AVERETT, JR., to me personally known, who, being by me duly swom, 
i*y that he a the Treasurer of PENNZOIL LOUISIANA AND TEXAS OFFSHORE, I N C . a Delaware corpo-

.r'on, and that the seal affixed to the foregoing instrument is the corporate seal of said corporation and 
t t me instrument w s signed and sealed in behalf of the corporation by authority of its !?oard of 
Directors and that I . N . AVERETT, JR. acknowledged the instrument to be the free act and deed of the 
corpo: ation. 

Before appeared HAROLD E. SORTOR, to me personally known, who, being by me duly sworn, 
dir. say that L J :% a G r c p Vice President of PFVNZOO. COMP ANT, a Delaware corporation, and that the 
seal affixed to the foregoing instrument is the corporate seal of said corporation and that the instrument 
was signed and seale in beha'f of the corporation by authority of its Board of Directors and that 
HAROLD E. SORTOR acknowledged the instrument to be the free act and deed of the corporation. 

Before me on this day personally appeared J. N . AV-RETT, JR., known to me to be the person 
whose name is subscribed to the foregoing instrument and known to me to be the Treasurer of 
PENNZOD. LOUISIANA AND TEXAS OFTSHORE, INC., a Delaware corp. -ution, and acknowledged to me 
that he executed said instrument for the purposes and consideration therein expressed, and as the 
act and deed of said corporation. 

Before me on this day personally appeared HAROLD E. SORTOR, known to me to he ths person 
whore name is subscribed to the foregoing instrument and known to me to be a Croup Vice President 
of PENNZOIL COMPANY, a Delaware corporation, and acknowledged to me that he executed said instru
ment for the purposes and consideration therein expressed, and as the act and deed of said corporation. 

L. WITNESS WHEREOF, I have hereunto set my hand ara official notarial seal, in the City of 
Houston. County of Harris, State of Texas, this 9th day of April, 1979. 

Notary Public ir tnd for Harris County, T-xas 
My Commission Expires 

[NOTARIAL SEAL] 
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APPENDIX I 

TO 

PRODUCTION PAYMENT AGREEMENT 
BETWEEN 

PENNZOiX LOUISIANA AND TEXAS OFFSHORE, i N C 
AND 

PENNZOIL COMPANY 

CONVEYANCE OF PRODUCTION PAYMENT 

THIS INSfRUMENT OF CONVEYANCE OF PRODUCTION PAYMENT (this 'Conveyance") 
dated as of March 1, 1974, as amended and restated as of April 1, 1979. betwi-n PENNZOIL LOUISIANA 
AND TEXAS OFFSHORE, INC., a Delaware corporation (the " Grantor"), having its principal office and poat 
office address at Pennzoil Place, P.O. Box 2967. Houston, Texas, and PENNZOIL COMPANY, a Delaware 
corporation (the "Grantee"), having its principal office and post office address at Pennzoil Place, P.O. 
Box 2967, Houston, Texaa. 

W I T N E S S E T H : 
WRXREAS, the Grantor desires to sell and the C ran tee desires to purchase die Production Payment 

hereinafter described. 

Now, TKKRXTORX, it is agreed by and between the Grantor and the Grantee as follows: 

1. Certain Definitions. The following terms shall be used in this Conveyance with the meanings 
given below; 

(a) "Accounting Month" shall mtan any monthly period commencing with and including 
the 21st day of any calendar month and ending on and including the 20th day of the next 
succeeding calendar month. 

(b) "Effective Date" shall mean 7 o'clock. A.M., on the date of this Conveyance, according 
to the time then in effect at tht location of each Subject Interest 

(c) "Exhibit A" shall mean Exhibit A attached to this Conveyance and hereby made a pert 
hereof for all purposes. 

(d* "Hydrocarbons" shall mean all oil. gas and other hydrocarbons or any combination of 
one or more of such substances appropriate to 'he context in which such term ia used. 

(e) "Lease" shall mean any oil and gas lease or sub-lease, described in Exhibit A. 

(f) "rTOceeds Commencement Date" shall ir-an 7 o'clock, A.M., according to the time then 
ln effect at the location of each Subject Interest, on the date upon which the purchase price is 
paid by the Grantee to the Grantor rs provided in the Production Payment Agreement dated as of 
March 1, 1974. as amended and restated as of April 1. 1979. Iwrween the Grantor and the Grantee. 

(g) "Subjert Hydrocarbons" shall mean all Hydrocarbons in and nnder. and which may 
be produced ir.d saved rrctn, end which shall accrue and bc attributable to, the Subject Interests 
from and after the Proceeds Commencement Date and throughout the period specified in this 
Conveyance for the term of the Production Payment. 

(h) "Subject Interests" shall mean the undividrJ percentage interests of the Grantor ID the 
Leases, and. tn addition thereto, each and every otl-T kind and character of right, title, claim or 
interest which the Grantor now has in, to or under the Leases, which interests or Leases are 
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either specifically or generally described in Exhibit A, all OJ tbe same shall be enlarged by the 
discharge of any payments out of production or by the removal of any charges or encumbrances 
ro which any of the same axe subject and any aad all renewals and extensions of any of the same, 
but there shall not be included within the Subject Interests anv rights which the Grantor now 
haa or may hereafter obtain with respect tc production attributable to the interests of noncon-
senting parties under any operating agreement, unit operating agreement, contract for develop
ment or similar instrument 

2. Conveyance of the Production Payment. Tbe Grantor, fer valuable consideration, the receipt 
adequacy and sufficiency of which are hereby acknowledged, by these presents doe» hereby grant, 
bargain, sell, cos.vey, assign, transfer and deliver unto the Grantee, as a production payment, an 
undivided eighty-five percent (85%) interest in the proceeds from the sale of the Subject Hydro
carbons; subject, however, to the provisions of Paragraph 3 of this Conveyance. 

Tbe aforesaid eighty-five percent (85%) interest in the proceeds from the sale of the Subject 
Hydrocarbons, as granted, bargained, told, couveyed, assigned, tra:- ferred and delivered unto the 
C ran tee by the terms of this Conveyance, shall be the "Production Payment." 

To Havt AKD TO HOLD the Production Payment together with all and singular the rights, privileges 
and appurtenances thereunto in any way belonging, uuti> the Grantee, its successors and assigns, 
forever. 

3. CeMain Pro isions Governing Subject Hydrocarbons. All the provisions of thu Conveyance 
ahall be subject io the following: 

(a) For the discharge of the Production Payment the Grantee shall look exclusively to 
the proceeds of Subject Hydrocarbons, 'nd the Grantor shall not be liable for such discharge. 

(b) Tbe Production Payment ihall not be dischargeable from the proceeds of any product! 
resulting from any manufacturing, processing or refining operation, except to the extent of that 
portion of such proceeds which represents the fair market value at tbe wellhead of the Subject 
Hydrocarbons used In such manufacturing, processing or refining operation. 

(c) The Production Payment shall not be dischargeable oat oi any bonus which the Crantor 
ahall receive for any Lease or assignment of any of the Subject Intereats or out of any payments 
made to the Grantor ln connection with the drilling or deferring of drilling of any well on any 
oi the Subject Interests or in connection with any adjustment of any well and leasehold equipment 
upon unitization of any of the Subject Interests. 

(d) Tuere shall not be Included in the Subj ect Hydrocarbons any Hydrurarbori unavoidably 
lost In the production thereof or produced aot1 saved from any of the Subject Intei ts and used 
by the Croutor in conformity wUh good field practices for drilling and production operations 
(including gas injection, secondary recovery, pressure maintenance, repreaiuring or cycling 
operation) conducted for the purpose producing Subject Hydrocarbons from the Subject 
Interetts or from any unit to which tho Subject interests arc committed, but only so long as such 
Hydrocarbons are so used. 

(e) So long as and to the extent that tbe same may be required by applicable laws and 
regulations, in the case of any Lease from tlie I'nited States uf America Included In the Subject 
Interests, from which the average production of oil per well per day averaged on tht monthly 
basis is 15 barreU or lest, the obligation to pay and the nght of tlie Grantee to receive the 
proceeds of oil produced from such Lease shall lie suspended until said average production of 
oil per well per day exceeds said minimum amount, and such suspension shall apply separately 
to any zone or portion of inch I .ease segregated for computing government royalty. 

4. Amount and Term cf the Production Payment. The Production Pavment shall continue and 
remain in full force and effect until such time as the Grantee shall have received and realized, 
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out of the proceeds from the sale of the Subject Hydrocarbona, free and clear of all development, 
operating, rruning, producing, treating, processing, handling, storing, marketing, transporting and other 
costs and expenses of ever, land whatsoever, the full aggregate sum of Lhe following amounts: 

(a) The aggregate jjrmcipai amount of loans, plus accrued interest and commitment fee, 
outstanding on the Proceeds Commencement Date under the Bank Credit Agreement, dated 
as of March I , 1974, as thereafter nded including by the amendments thereto pursuant to 
the Amendment to Bank Credit Agreement dated as of April I , 1979. among the Grantor, The 
First National Bank of Chicago and the other banks named therein (hereinafter called the 
'Trimary Sum"); plus 

( b ) An amount computed at a rate per .unum (on the basis of a 385-day year) which shall 
be equal to 106% of the corporate base rate on 90-day commercial loans to its largest and most 
credit-worthy commercial borrowers in effect at The First National Bank of Chicago from time to 
tune, such rate to change automatically and from time to time effective as of the dato of each 
change in such corporate base rate, from and including the Proceeds Connie .cement Date 
on the unliquidated balance from time to time of the Primary Sum (the first such computation to 
be made on the 21st day of the mont". next following the Proceeds Commencement Date for the 
period from and induding the Proceeds Commencement Date to and including the 20th day of 
the month next fr'Jowing the Proceeds Commencement Date on the amount of such unliquidated 
balance on the Proceeds Commencement Date, and subsequent computations to be made monthly 
on the first day of each Accounting Month for the preceding Accounting Month on the amount 
of such unliquidated balance on the first da/ of such preceding Accounting Month); plus 

(c) An amount equal to the aggregate of all amounts which are paid by the C ran lee to any 
state or political subdivision thereof on account of ad valorem, transfer, mortgage, gross produc
tion, gross receipts, income, profits, severance, occupation, soles, use, franchise and other taxes and 
assessments of any land whatsoever, including penalties and interest, imposed or assessed with 
respect to or measured by or charged against or attributable to the Production Payment, the 
Subject Hydrocaibons or the proceeds thereof, together with an amount equal to interest on the 
unliquidated amount thereof at the rate of 1% per annum from the date of payment of each 
such .'.mount by the Ciantee; provided, however, that tlie Grantor shall have the right at its 
expeuse to contest any such taxes or assessments in good faith on beL.df of the Grantee. 

I T BEENC THE Ivrrxnov or THE GRANTOR AND THE G»ANTQ: I N ENTOUNC INTO I m s C< • VTTANCE 

that ne Grantee shall be '.-ntitled to receive and realize out of the Subject Hydrocarbons the full 
a t Tc,regate sum of the amounts described in subparagraphs (a) and (o) of thu Paragraph 4, free and 
clear of all costs and exper.ses with respect to the Subject Interests and the Subject Hydrocarbons 
(which expenses and costs shall be borne by the Grantor) and over and above ail taxes, expenses and 
costs of the character d/.scribed, specified nr referred to in subparagraph (c) of this Paragraph 4. 

5. Termination o'. the Production Payment When the full aggregate sum of the amounts 
specified in subparagraphs (a), (b) and (c) of Paragraph 4 ot this Conveyance (as increased as 
expressly provided b» the terms of this Conveyance) has been received by the C ran tee, the Production 
Payment shall forth»vith terminate and all interest therein shall immediately revert to and become 
vested in the Cran'.or to the same extent and with the same force and effect as if this Conveyance 
had not been marie. The Grantee agrees that upon such termination, it shall execute or cause to 
be executed, upon the request and ut the expense of the Grantor, such instruments as may be 
necessary or appropriate to evidence the terrnination of the Production Payment 

6. Application of the Proceeds of Subject Hydrocarbons. For ;ill purposes of this Conveyance, 
the proceeds of Subject Hydrocarbons actually received by the Grantee prior to the close of business 
on 20th day of the month next following the Proceeds Commencement P -e shall be deemed to have 
been received and applied immediatelv after the opening of business on the 21st day of such month, 
and thereafter, such proceeds actuallv received by the Grantee after the opening of business on the 
first day of each Accounting Month and prior to the close of busmess on the last day of such Account-
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ing Month shall be deemed to ha'-e been received and applied immediately after the opening of 
business on the first day of the next succeeding Accounting Month; provided, however, that, if any 
date of application specified above shall be a Saturday, Sunday or legal holiday under the law of 
the jurisdiction in which such proceeds are actually received by the Grantee, such proceeds shall 
be deemed to have been received and applied on the last business day next preceding such Saturday, 
Sunday or legal holiday in such jurisdiction, but the amount of such proceeds to be applied pursuant 
to subparagraph (a) of this Paragraph 6 shall nevertheless be the amount under subparagraph (b) of 
Paragraph 4 of this Conveyance accrued up to (but not including) such Saturday, Sunday or legal 
holiday. Such proceeds shall be deemed to have been applied on the £r»i day of each Accounting 
Month as follows: 

(a) First, to the amount referred to in subparagraph (b) of Paragraph 4 of this Conveyance 
accrued up to (but not including) the date of such a» plication, and 

(b) Second, to the amount referred to in subpara" u4>b (c) of said Paragraph 4, to the extent 
then ascertained, and 

(c) Third, *~ »he reduction of the unliquid^: -d balance of the Primary Sum; 

provided, however, L.at, in the event such proceeds so applied on the first day of any Accounting 
Month shall be insufficient to cover the ful l amount specified in subparagraph (a) of this Paragraph 6, 
the unliquidated balance of the Primary Sum shall forthwith be increased (to the extent permitted 
by law) by ar amount equal to the amount of such deficiency. 

Within 10 days after the date of each such application by the Crantee of any proceedi of Subject 
Hydrocarbons, the Grantee will furnish or cause to be furnished to the Grantor a written statement 
showing the application of such proceeds in accordance with tbe provisions of this Paragraph 6. 

7. Marketing the Subject Hydrocarbons. The Grantor, at its expense, shall market, or cause to 
be marketed, the Subject Hydrocarbons for the best price reasonably available when marketec, and 
it shall cot be necessary for the Grantee to join in any Sales Contracts (as hereinafter defined) or any 
amendment thereof. In the event the Grantor shall take any of the Subject Hydrocarbons for its own 
uso, the Grantor shall pay to the Grancee, on or before the last cby of the Accounting Month during 
which such taking occurs, a price equal to the fair market value a' the wellhead •' the Subject 
Hydrocarbons so taken. 

8. Sales Contracts. The Grantor wil l duly perform all obligations binding on it under all con
tracts and agreements for the sale of Subject Hydrocarbons or any portinn thereof, whether presently 
existing or hereafter entered into (all such contracts and agreements bemg the "Sales Contracts"), 
in accordance with the terms hereof and will take all appropriate measures to enforce the perform
ance under each of the Sales Contracts of the obligations of the purchaser thereunder, n i l Subject 
Hydrocarbons sold by the Crantor, whether pursuant tc tbe terms of the Sales Contracts or otherwise, 
shall be delivered by the Grantor to the purchasers thereof into the pipelines to which the wells 
producing such Subject Hydrocarbons may be connected or to such other point of purchase as is 
reasonably required in the marketing of such Subject Hydrocarbons. 

9. Withholding and Restitution of Proceeds of Subject Hydrocarbons. All obligations of the 
Grantor hereunder shall be subject to the applicable provisions of the Natural Gas Act and all appli
cable rules and regulations of the Federal Energy Regulatory Commission. Rates permitted under the 
Natural Gas Act and said rules and regulations to be paid for gas included in Subject Hydrocarbons 
shall be controlling if varying from prices established in Sales Contracts or if different from the fair 
market price at the wellhead. The Grantor shall be entitled to use its reasonable discretion in making 
filings with the Federal Energy Rcg.iatory Commission affecting Subject Hydrocarbons. If any 
proceeds of Subject Hydrocarbons sha be withheld for any reason whatsoever, including, without 
limitation, withholding by die Grantor pending final approval of rate increases filed with the Federal 
Energy Regulatory Commission, the Hrantce shall not be deemed to have received or realized such 
proceeds until, and only to die extent dial, such proceeds shall actually have been received by the 
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Crantee. If, at uny time before or after receipt of the full aggregate sum specifier! in subparagraphs 
(a), (b) and (c) of Paragraph 4 of this Conveyance, the Crantee shall IH* compelled, fur any reason 
whatsoever, to make any payment or restitution, or such payment or rcstitutKi: shall be made fur the 
account of the Crantee, on account of any proceeds of Subject Hydrocarbons, which proceeds have 
already been applied pursuant to the provisions of Paragraph 6 of this Conveyance, the unliquidated 
balance of the Primary Sum -hall forthwith be increased by the amount of the proceeds so paid wer 
by or for the account uf the Crantee plus the amount of any payments made by or imposed a jurist 
the Grantee in tlie nature of int' est, damages and penalties, provided, however, that if at the time of 
such payment or restitution the entire Primary Sum shall have been liquidated, the Primary Sum shall 
be deemed not to have been so liquidated and the unliquidated balance of the Primary Sum shall be 
thereupon deemed to be in the amount of the proceeds so paid over plus the amount of any payments 
•iade by or imposed against the Grantee in the nature of interest, damages ami penalties. 

10. Protection to Purchasers of Production. No person purchasing or taking or processing any 
Subject Hydrocarbons shall be required to take notice of, or keep informed as to, the discharge or 
termination of the Production Payment until the actual recnpl by such penou of written notice 
advising such person of such discharge or termination. 

11. Payment of Taxes. The Grantor wi l l tender and pay, or cau' to be paid, punctually, before 
they shall become delinquent (or as to any thereof which are being contested in good faith, promptly 
after the finnl determination of such contest), all ad valorem taxes (or taxes imposed in lieu thereof) 
and all transfer, mortgage, gross production, mining, severence, occupation, excise, sales, use, 
franchise, income and other taxes and assess: tents of every kint' and character whatsoever (other 
than fed-iral income taxes of the Grantee) imposed or assessed with respect to or measured by or 
charged against or attributable to the Subject Interests, the Production Pavment or the Subject 
Hydrocarbons, or the proceeds thereof, or against the Grantee by reason of its acquisition or owner
ship of the Production Payment or against any assignee of the Production Payment by reason of his 
or its interest as assignee, together with any interest or ^.-oalty payable in connection therewith. 

12. Covenants of the Grantor. Until such time as t'ie Production Payment has terminated as 
provided in Paragraph 5 of this Conveyance, tlie Grantor will, at its expense and regardless of who 
may be the operator or operators of thc Subject Interests, cause: 

(a) The Subject Interests to be maintained and developed and continuously operated for 
*Jie production of Hydrocarbons in a good and workmanlike manner and in accordance with 
sound field practices and all applicable federal, state and local laws, rules ar.d regulations (except 
those being contested in good faitn); provided, however, if the Cranror in good faith and In 
conformity' with sound field practices elects not to participate in any operation which is to be 
conducted under the terms of i n operating agreement unit operating agreement contract for 
development oi similar imtrument entered into by the Grantor or its predecessors in tide per
taining to the development and operation cf any Subject Interest (or any portion thereof) and 
which allows any consenting party OT parties to conduct nonconsent operations, then, during the 
period or periods in which the consenting party or parties arc entitled to receive Subject Hydro
carbons attributable to such Subject Interest (or portion thereof) by the terms of such instrument 
pending the recoupment or receipt of the sums determined thereunder, the Grantee shall not be 
entitled to receive or bc deemed to have received (but only during such period or periods) pro
ceeds from Subject Hydrocarbons attributable tc such Subj'.ct Interest (or portion thereof) to the 
extent affected thereby. 

(b) Al! rentals, royalties, and all liabilities of any land or nature, including, without 
limitation, all liabilities for labor, material, supplies and equipment incurred in, oi arising from, 
the administration, operation or development of, or the gathering, producing, treating, processing. 
storing, marketing or transporting of, the Subject Hydrocarbons, to be paid punctually when 
due, or, as to any thereof which are being contested in good faith, promptly after the fin.^1 
determination of such contest. 
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(c) All machinery, equipment and facilities of any kind now or hereafter located on the 
Subject Interests and necessary or useful in the operation thereof for the production of Hydro
carbons therefrom to be provided and to be kept in good and effective operating condition and 
all repairs, renewals, replacements, additions and improvements thereof or thereto needed for 
such purpose to be duly made or provided 

(d) All necessary and proper steps to be taken diligently to protect and defend the Subject 
Interests, the Subject Hydrocarbons and the proceeds thereof against any adverse claim or 
demand, induding, without limitation, the employment or use of counsel for the prosecution 
or defense of litigation and the contest, settlement, release or discharge of any such claim or 
demand. 

(e) Written notice to be given to the Crantee of every adverse claim or demand made 
by any person (including any government or govemmental agency) affecting the Subject Interests, 
the Subject Hydrocarbons or the proceeds thereof in any manner whatsoever, or of any proceeding 
instituted with respect thereto. 

(f) The interest of the Grantor in each of the Subject Interests to be kept free and dear 
of liens, charges and encumbrances of every character, other than those which are of a character 
customarily found in connection with comparable drilling and producing operations and which 
do not materially adversely affect the operation of the Subject Interests and other than those 
becoming effective only after termination of the Production Payment as provided in Paragraph 5 
of this Conveyance. 

(g) Subject to the provisions of Paragraph 19 of this Conveyance, all Leases included in 
or relating to the interests described or referred to in Exhibit A and under which "he Grantor is 
lessee, sublessee, or assignee to be maintained in full force and effect without amendment, 
modification oi waiver of any provision of any such Lease which might materially adversely 
affect the rights of the Grantee under this Conveyance. 

Anything contained in this Paragraph 12 to the contrary notwithstanding, the Grantor shall not 
be obligated to perform undertakings performable only by the operator and which are beyond the 
control of the Grantor, with respect to individual Subject Interests of which it is not the operator. 
In such case, however, the Grantor will use its best efforts to secure the performance of any such 
undertakings. 

13. Access to the Subject Interests. The Grantor shall permit any one or more representatives 
designated by the Grantee to make any inspection of the Subject Interests at any reasonable time as 
the Grantee may reasonably request. In addition the Grantor shall furnish to the Grantee such 
detailed information as the Grantee may reasonably request in writing conceming the Subject 
Interests, the operation thereof and the production and sale of the Subject Hydrocarbons. 

14. Pooling and Unitization Anything herein to the contrary notwithstanding, the Grantor may, 
without the consent of the Grantee, pool, combine, comm unitize or unitize any Subject Interest 
(or any portion thereof) from time to time with other leasehold, mineral or other interests to form 
units when, in the judgment of the Grantor, it is necessary or advisable to do so in order to facilitate 
the orderly development or operation (induding repressuring, pressure maintenance, cryeling, water 
flood and secondary recovery operations) of any Subject Interest (or any portion thereof). Forth
with, after the formation of any unit, the Grantor shall furnish to the Grantee a true copy of the 
pooling agreement, unit designation or any other instrument creating such unit, together with, 
upon request of the Crantee, any operating agreement relating thereto. The interest in any such 
unit accruing or attributable to any Subject Interest (or any portion thereof) included therein 
shall be subject to the Production Payment in the same manner and with the same effect as though 
such unit were in ensteoc«" on the Effective Data. The signature or joinder of the Crantee shall 
not be necessary to the instruments evidencing the pooling and unitization herein authorized. 
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15. Default by the Grantor and the Remedies of the Gran:«e. Should the Grantor default in 
the performance or observance of any covenant or agreement provided in this Conveyance to be 
performed or observed hy the Grantor, and should such default continue unremedied for 30 days 
(or for such longer period as may be necessary to complete perforr-.ance diligently commenced 
within 30 days) fiom the delivery to the Crunto-- of written notice of such default, tii? Grantee 
maj, in addition to pursuing any or all other remedies available at law or in equity: 

(a) Effect performance or observance cf such covenant or agreement on behalf of and 
at the expense of che Grantor, in which event the Grantee may expeud funds reasonably nec
essary to effect such purposes and shall be entitled to reimbursement therefor from the Grantor, 
together with interest on such amounts at thc rate of 7% per annum from the date of such 
expenditure to the date of reimbursement 

(b) Upon vvrittej notice to the Grantor, succeed to all rights of the Grantor with respect 
to the possession, operation and development of the Subject Interests, and may use in connec
tion therewith all of the appurtenant property, both real and personal, situated upon or used 
or held for future use in connection therewith, or in connection with the production, storing, 
transporting or sale of the Subject Hydrocarbons, and the Grantee shall have the right on behalf 
of snd for the account of the Grantor, to sell the Subject Hydrocarbons and the Grantor shall, 
upon demand, reimburse the Crenter for all amounts so expended by the Grantee, together 
with interest on such amounts at the rate of 7% per annum from tlie date of such expenditure 
to the date of reimbursement 

(c) Apply to a court of equity for the specific performance or observance of such covenant 
or in aid of the execution of any power herein granted and for the appointment of a receiver of 
thc Subject Interests and the Subject Hydrocarbons. 

16. Exercise and Termination of the Remedies of the Grantee. All rights and remedies granted 
by the provisions of Paragraph 15 of this Conveyance and otherwise belonging to the Crantee shall be 
cumulative and no exercise of any right or remedy shail preclude the exercise of any otiv.r right or 
remedy. \ny right cr remedy may be exercised on one or more occasions without exhaustion thereof. 
All righ* ;id remedies shall terminate: 

(.a) When the Production Payment is discharged and all amounts then due an! payable 
to the Grantee pursuant to the terms of Paragraph 15 of this Conveyance (including amounts 
payable for interest) shal! have been paid in full; or 

(b) At any earlier time when all defaults of the Grantor shall have been remedied and all 
such amounts shall have been duly paid in full, without prejudice, however, to the exercise of any 
rights and remedies conferred upon the Grantee upon any subsequent failure of thc Grantor to 
perform or observe any of the covenants or agreements herein provided to be performed or 
observed by the Grantor. 

17. Reports to the Crantee. While the Production Paymen* remains in foice and effect, the 
Grantor will, at its expense, furnish to the Grantee within 45 days after the end of each calendar 
month, a report showing for such calendar month (i) the quantity of Subject Hydrocarbons produced 
and sold or taken by 'he Grantor for its use and (ii) the gross proceeds received from the sale, or 
attributable to such ta ng, of such Subject Hydrocarbons. 

18. Warranty of Title. The Grantor covenants and warrants tli.it at the time of the execution 
and delivery- of this Conveyance, the Grantor has good and marketable riUV to the Subject Interests, 
rubject only to such exceptions, chargrs, liens or encumbrances, if any. as are set forth or referred to 
in Exhibit A; that the Grantor has the power and right to create and confer upon the Crantee the 



rights of the Crantee granted by the terms cf this Conveyance; and that there are no suits or proceed
ings pending or, to the knowledge of the Grantor, threatened, against or affecting the Subject Interests 
before any court or by or before any governmental ccmrnission. bureau or any regulatory authority 
which if decided adversely to the interests of the Grantor shall materially affect the rights of the 
Grantee pursuant to thia Conveyance. The Grantor hereby binds itself, its successors and assigns, to 
warrant and defend forever the rights i-nder this Conveyance of tbe Grantee, its successors and 
assigns, against the lawful claims and demands cf every person who shall claim the same or any 
part thereof, and the Grantor will indemnify and hold the Grantee harmless against and from all 
loss suffered by the Grantee resulting from any failure of or defect in the Grantor's title to the 
Subject Interests and the production of Hydrocarbons as warranted as aforesaid. The covenants and 
warranties of this Paragraph 18 ahall survive the discharge of the Production Payment 

10. Transfer of the Subject Interests. Except for the conveyance of production payments 
becoming effective only after termination of the Production Payment as provided in Paragraph 5 of 
this Cor vey an ce, prior to such termination the Grantor shall not, without the written consent of the 
Crantee, make or permit any surrender, abandonment, sale, conveyance, assignment leaso or sublease, 
in whole or in part of any of the Subject Interests; provided, however, that the Crantor shall have the 
right to surrender, abandon or otherwise terminate (either voluntarily or involuntarily) any of the 
Subject Interests (or any portion thereof) when there is no well located thereon which is capable of 
producing Hydrocarbons in paying quantities and when the Grantor has reasonably determined that 
( i ) no existing well may be recompleted thereon as a well capable of producing Hydrocarbons in 
paying quantities, (ii) no edditional well could be drilled and completed thereon which would be 
capable of producing Hydrocarbons, over and above the cost of drilling and completing same, in 
paying quantities, and (Ui) no pressure maintenance or secondary recovery operations may be 
instituted with respect to any well thereon which would cause such well to be capable of producing 
Hydrocarbons, over and above the cost of instituting and completing such pressure maintenance or 
secondary recovery operation, in paying quantities. For the purposes of iL's Paragraph 19, the 
words "in paying quantities'' as applied at any time to the pioducing capabluty of any well shall 
mean that, in tbe light of conditions existing at the time of determination and which reasonably 
appear to be not temporary, such well is producing or is or will be capable of producing Subject 
ilydrucaifxns whose aggregate value exceeds or will exced the Grantor's shoro (as the owner of 
the Subject Iotereit on which such well is located) of the direct cost of operating such well. 

Jn each case where tht Dreceding paragr.ph of this Paragraph 19 permits the Grantor to sur
render, abandon or otherwise terminate any of tbe Subject Interests (or my portion thereof), then 
(a) auy of tht Subject Interests (or any portion thereof) which ar J so surrendered, abandoned or ter
minated shall upon surrender, abandonment or termination cease to be a Subject Interest anr1 (b) the 
Grantor, in lieu of surrendering, ab-ndoning or terminating any of the Subject Interests (or any portion 
thereof), may sell, assign, sublease, .armout or convey the same free and clear of the Production Pay
ment without tbe coaset.t of the Crantee, and the Grantee shall not have the right to any proceeds 
from such salt, assignment sublease, farmout or conveyance; provided, however, that any interest 
in any such Subject Intereat (or any portion thereof) which may be excepted from such sale, assign
ment, sublease, farmout or conveyance and retained by the Crantor shall not be released thereby from 
the Production Payment 

20. Exception to Payments. The acceptance by the Gran tet of any payment hereunder shall 
noi preclude the Crantee from taking exception to the correctness of the amount thereof; provided, 
however, that any such exception must be specified by the Grantee hi a notice given to the Grantoi 
within 12 months after the date such payment is made. 

21. Transfer of tht Production Payment. Nothing contained in 'his Conveyance shall be con
strued to limit or restrict in any way the right of Che Grantee to sell, conve -, assign or mortgage the 
Production Payment in whole or in part. 



22. Rights of Mortgagee or Trutee. If the Grantee shall at any time execute a mortgage or 
deed of trust covering all or port of the Production Payment, the mortgagee or trustee therein named 
or tne holder of any obligation secured thereby shall be entitled, to the extent such mortgage or 
deed of trust so provides, to exercise all of the righfs, remedies, powers and privileges conferred 
upon the Crantee by the terms of tins Conveyance and to give or withhold all consents required to 
be obtained hereunder by tbe Crantor, but the provisions of this Paragraph 22 shail in no way be 
deemed or construed to impose upon the Crantor any obligation or liability undertaken by the 
Crantre under such mortgage or deed of trust or under the obligation secured thereby. 

23. Notices. Any notice, request, demand, report or other instrument which may be required 
or permitted to be given or furnished to or served upon either party hereto or other person succeeding 
to any interest of eithar party hereto shall be deemed sufficiently given or furnished and served if in 
wri t ing and delivered to such party or person or to on officer of such party or person or deposited 
in the United States mail in a sealed envelope, registered, with postage prepaid, addressed if to the 
Crantor to Pennzoil Place, P.O. Box 2967, Ho-uton, Texas, and if to the Grantee to Pennzoil Place, 
P.O. Box 2967, Houston, Texas, or to such other address as the party or person to be addressed shall 
have designated by written notice to the paity or person giving such notice or furnishing such 
report or mrldrs such request or demand 

24. Further Assurances. So long as permitted by appUcable law so to do, the Grantor will 
execute and deliver all such other and additional instruments, notices, releases, acquittances and other 
documents, and will do all such other acts and things, as may be necessary more fully to assure to 
the Grantee all tbe rights and interests herein and herel granted or intended so to be. 

25. Binding Effect. All the covenants and agreements of the Crantor contained in this Con
veyance shall be deemed to be covenants running with the land and shall be binding upon all 
successor? in interest to, and all assigns of, the Grantor and shaU inure to the benefit of oil successors 
in interest to, and all assigns of, the Crantee. The provisions of chis Conveyance shaU Inure ro the 
benefit of and be binding upon the respectivr successors and assigns of the Grantor and the Grantee 
from and after acceptance by the Grantee. .All references herein to either the Grantor or the Grantee 
shall include their respective successors and assigns. 

26. Release or Failure of TiUe. No release by the Grantee of any part uf the Subject Interests 
from the Production Payment, and no loss or fail-ore of tide to any part of the Subject Interests, shsll 
have the effect or reducing ihe amount of the proceeds from the sale of production nf Hydrocarbons 
out of which the Production Payment is dischargeable or reducing thc amount • the Production 
Payment or creating any offset or other prejudice to the Production Payment, and the Production 
Payment shaU continue in full force and effect as to the remainder of the Subject Interest until the 
f u l l amount of the Production Payment has been received by the Grantee as herein provided. 

27. Final Termination. Notwithslanding the other previsions hereof, the Production Payment 
ahall, in any event, terminate 1 day prior to the expiration of 21 years after the death of the survivor 
of all the descendants of Theodore Roosevelt, late President of the United States, who are living on 
the date hereof. 

28. Headings. Paragraph headings used in this Conveyance are for convenience only and shal1 

not affect the construction of this Conveyance. 

I N WrrNTSs WHEREOF, this Restated Instrument of Conveyance of Production Payment amends 
snd restates the Instrument of Conveyance of Production Payment dated as of March 1, 1974, as 
heretofore amended and restated, and the parties have caused this Restated Instrument of Conveyance 
ot Production Payment to be duly executed in the presence of the undersigned witnesses on the dates 
of their respective acknowledgments annexed hereto, in several counterparts, each of which is an 
original and all of which are identical. Each of such counterparts shall for oil purposes be deemed 
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to be an original, and all tuch counterparts together shall constitute but on* and the same Instrument 
TW dale of thit Instrument ahall be deemed for all purposes to be the dete first ebove written. 

Witnesses: Prjrxzon. LOUISIANA ANO TEXAS Orr SHORE, INC 

ATTEST: 

(CORPORATE SEAL] 

Witrteeeee: 

PENNZOIL COMPANY 

. . . By 
Croup Vice Prtsidsnt 

ATTEST: 

Secretory 

[CORPORATE SEAL] 
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THE STATE OP TEXAS 
CoUNTT OP HARMS } -

BE IT REMEMBERED that I , the undersigned, a Notary PubUc duly qualified, swom and acting 
in and for the County and State aforesaid, hereby certify that, on this 9th day of April, 1979: 

(Louisiana) Before me appeared J. N. AVERETT, JR., to me personally known, who, being be me duly sworn, 
did say that he is the Treasurer of PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC., a Delaware 
corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said corpora
tion and that the instrument was signed and sealed in behalf of the corporation by authority of itt 
Board of Directors and that J. N. AVERETT, JR. acknowledged the instrument to be the free act and 
deed of the corporation. 

(Louisiana) Before me appeared HAROLD E. SORTOR, to me personally known, who, being by me duly sworn, did 
say that he is a Croup Vice President of PENNZOO. COMP ANT, a Delaware corporation, and that the 
seel affixed to the foregoing instrument is the corporate seal of said corporation and that the 
instrument was signed and sealed in behalf of the corporation hy authority of its Board of . irectors 
and that HAROLD E. SORTOR acknowledged the instrument to be the free act and deed of the 
corporation, 

(Texas) Before me on this day personally appeared J. N. AVERETT, JR., known to me to be the person 
whose name is subscribed to the foregoing instrument and known to me to be the Treasurer of 
PENNZOIL LOUISIANA AND TEXAS f̂ TsnoRE, INC, a Delaware corporation, and acknowledged to me 
that he executed said mstiument for the purposes and consideration therein expressed, and as the act 
and deed of said corporation. 

(Texas) Before me on this day personally appeared HAROLD E. SORTOR, known to me to be the person whose 
name is subscribed to the foregoing instrument and !mown to me to be a Croup Vice President of 
PENNZOIL COMP ANT, a Delaware corporation, and acknowledged to me that he executed said instru
ment for the purposes and consideration therein expressed, and as the act and deed of said corporation. 

IN WITNESS WHEREOF. I have hereunto set my hand and official notarial seal, in the City of 
Houston, County of Harris, State of Texas, this 9th lay of April, 1979. 

Notar/ Public in and for Harris County, Texas 

My Commission Expires 

- 1 1 -



EXHIBIT A 
TO 

C O N V E Y A N C E O F P R O D U C T I O N P A Y M E N T 

•ffectiVe 
Dat* Description 

BLM or Strre 
bum No. 

(Ail Federal leases are as shown on Official 
Outer Continental St.slf Leasing Maps) 

OCS-G2S39 12-1-74 All of Block 332, West Cameron Area, 
West Addition, OCS Official Leasing Map, 
Louisiana Map No. LA 

OCS-G2224 2-1-73 All of Block 532 West Cameron Area, South 
Addition, Official Leasing Map, Louisiana 
Map Mo. IB 

OCS-C2225 2-1-73 All oi Block 533 West Cameron Area, South 
Addition, Official leasing Map, Louisiana 
Map No. LB 

OCS-C3284 8-1-75 All of Block 563, West Cameron .Area, South 
Addition, as shown on OCS Official Leasing 
Map, Louisiana Map No. IB 

OCS-C2850 12-1-74 All of Block 608. West Cameron .Area, 
South Addition, OCS Official Leasing Map, 
I .ouisiana Map No. LB 

OCS-G2559 5-1-74 All of Block 617 West Cameron .Area -
South Addition, Official Leasing Map, 
Louisiana Map No. IB 

OCS-C2839 12-1-74 All of Block 236, East Cameron Area, 
South Addition, OCS Official L-asing Map, 
Louisiana Map No. 2A 

OCS-C2880 12-1-74 All of Block 237, East Cameron Area, 
South Addition, CCS Official Leasing Map, 
Louisiana Map No. 2A 

OCS-C2882 12-1-74 All of BIo:k 125, South Marsh Lland Area, 
South Addition, OCS Offidal L Jing Map, 
Louisiana Map No. 3C 

OCS-C2883 L2-1-74 All of Block 127, South Marsh Island .Area, 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 3C 

OCS-C2587 5-1-74 All of Block 128 South Marsh Island Area, 
South Addition, Official Leasing Map, 
Louisiana Map No. 3C 

OCS-C2884 12-1-74 All of Block 129. South Marsh Island Area, 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 3C 

OCS-G2900 12-1-74 All of Block 26L Eugene Island Area, OCS 
Official Leasing Map, Louisiana Map No. 4 . 

OCS-C3158 7-1-75 All of Block 262, Eugene Island Area, 
as shown on OCS Official Leasing Map, 
Louisiana M*p No. 4 

OCS-C2807 5-1-74 All of Block 312 Eugene Island Area, South 
Addition, Official Leasing Map, Louisiana 
Map No. 4*. 

OCS-G2317 2-1-73 All of Block 333 Eugene Island Area, South 
Addition. Official Leasing Map, Louisiana 
Map No. 4A . 

Crantor'i 
Undivided 
Percentage 

Interest 

25.00% 

26.67% 

26.87% 

25.00% 

6.66667% 

8.66667% 

16.66667% 

16.66867% 

6.66667% 

e.ecs67% 

6.66667% 

6.66667% 

16.66687% 

IC.66667% 

26.66667% 

26.66667% 
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EXHIBIT A 
TO 

CONVEYANCE OK PRODUCTION PAYMENT (Continued) 

BLM or State 
U u . No. 

OCS-G2177 

Jute Lease Nc. G3J0 5-13-7 ; 

OCS-C2185 

OCS-G3193 

OCS-G3195 

OCS-G2947 

OCSC2193 

OCS-C3202 

OCS-G3203 

OCS-G3206 

D m Docripte o 

11- 1-72 All of Block 49 Souih Pass SM 
as shown on c t i r i i . I»a«,ing map, 
Louisiana Ma ; " .«. 9 

Tract loUiS. t . . , those porl^ors of Blocks 57 
and 53, So A'di P \ss .Vrea, Plaquemines ParirL, 
Louisiana, belt. .,ing to the State of LOUISIT-J 
-nd not under ; i aeral lease on March 4, 1974 
and being mort particularly described in Ex
hibit A to Assignment recorded in CO B. No. 
406, Folio 465, Records of Plaquemines Parish, 
T ouisiana 

10-1 ^2 Block 78, that portion v hich is nrre than 3 
geographical miles seaward from the line 
tisscribed in paragraph 1 of the Supplemental 
Decree of the U.S. Supreme Court -mtered 
December 13, 1965 \n the U S. v. Lcuisian? 
No. 9 Original (382 U.S. ISS), South Tass 
Area, South and East Addition, as shov.n on 
official leasing map, Louisiana Map No. 9A . . 

.-73 SVz of Block 59, Main Pass Area, that portion 
located ia Zoue 2 <s that zone was d.rfined in 
the agreement between die United States and 
the State of Louisiana, October 12, 1956 and 
landward of ths Ih i rd Supplemental Decree 
l ine (404 U.S 388 (December 20, 1971)), 
OCS Offid*! Loosing Map. -isiana Map 
No. 10 

7-1-75 Block 72. Vain Pass Area, that p .riicn located 
more the' one foot seawam of the Third 
Sapoh ment--' r>cree Line (404 U.S. 388 
(Deixmber 20, 197.')), OCS 03cial Leasing 
Map, Louisiana No. 10 

12- 1-74 All of Block 73, Mam Pa;< .Area. CCS Official 
Leasing Map, Lou-'sian^ Map No. 10. That 
p» -*ion located more than one fool seaward 
of the Tuird Supol lental Decree Line ( 404 
U.S. 388 ID. mbei 20, 1971)) 

10-1-72 All of Block l \ 0 Main Pas-= Area a? shown on 
official leasing roup, Louisiana Map No. 1^ 

7-1-75 t ' . ' of Bbck 947. Ewing Hank Area, as shown on 
OL" Official Protraction Diagram NH-15-I2 

7-1-75 A l l ' ' 1,'ock 903, Ewing Bank Area, as shown on 
Official Protraction Diagram P'H-15-12 

7-1-75 Ai ' of Block N663E63, Mobile South No. 2, 
.is shown on OCS ORcial Leasing Map, 
MI-16-10 (Also known a« Block 63, Mississippi 
Cm/on .Area, as shown on OCS Official Pro
traction Diagram N l 16-10) 

Orantor'i 
Unriivider 
Percent ai- . 

Interest 

10.00% 

20.0 , x, 

15.X)% 

25.00% 

21.00"© 

21.00% 

:o.fi\i% 

21.00% 

21.00% 

10.00% 
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EXHIBIT A 
TO 

CONVEYANCE OF "'"ODUCTION PAYMENT (Continued ̂  

BLM Star* 
No. 

OCS-G2366 

OCS-C2372 

OCS-G31.v4 

OCS-G2378 

OCS-G2701 

OCS-C2704 

OCS-C2779 

OCS-G2706 

OCS-G23S4 

OCS-G2713 

OCS-C2388 

OCS-G2389 

CCS-G2390 

OCS-G2718 

CJS-G2719 

Masttas 
Date DiiLriuU— 

8-1-73 All J Block A-474, High Island Area, South 
Addition. Official Leasing Map, Teu< Map 
No. 7B 

8-1-73 All of Block A-489, Hi.v Island Area, Soutt 
Addition. Official .«asi Map, Texas M . f 

Na 7B 
4-1-75 All of Block A-499. r>«gh Island Area, Sooth 

Addition, as showr on OCS Official f .-a ng 
Map, Texas Map Na 7B 

8- 73 AH of Block A-̂ 20 High Island Area, Sow 
Addition. Om.-ial Leasing Map, Texas Ma r 

Na 7B 
7-1-74 AH of Bloc). .'-Tigh Island Ares-South 

Addition, JCS 'jnvHa) Leasing Map, Texas 
Map No. 7B 

7-1-7̂  All of Block A-54L ' h-<h Island Ait.a-South 
Addition, OCS C fficiil Leasing Ma?, Texas 
Map No 7B 

10-1-74 All of Biock A-548, Higi Island Area, South 
Addition, OCS Official Leasing Map, Texas 
Map No. 7B 

7-1-74 All of Block A-547. High Island -.Jouth Addi
tion, OCS Official leasing Map, Texas Map 
No. 7B 

7- 1-74 All of Block A-548, High Island Area-Sooth 
Addition, OCS Official Leasing Map, Texas 
Map No. 7B 

8- 1-7J AU of Block A-555, H'gh Island Area, South 
Addition. Official Leasing Map, Texas Map 
No. 7B 

7- 1-74 AL of Block A-562, High Island Area-South 
Addition, OCS Official Leasing Map, Texas 
Map No. 7B 

8- 1-73 All of Block A-563, High Uiand Area, South 
Addition. Official Leasing Map. Texas Map 
l'o. 7B 

8-1-73 All of Block A-564, High Island Area, 
South Addition. Official Letting Map, 
Texas Map No. 7B 

£ i-73 All of Block A-570, High Island Area, 
South Addition, Official Leasing Map, 
Texas Map No. 7B 

M-74 All of Block A-575 High Island Axea -
South Addition, OCS Official Leasing 
Map, Texa» Map No. 7B 

7-1-74 All of Block A 582 High Island Arm -
South Addition. OCS Official Leaj ng 
Map, Texas Map No. TB 

Un-! . id«l 
Pe-rentage 

interest 

12.00% 

.5.00% 

16 40% 

12.00% 

15.00% 

10.00% 

14.00% 

14.00% 

14.00% 

1450HV 

12.715% 

12.00% 

1100% 

20.00% 

20.00% 

14.118% 
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FT.M or Staco 
No. 

OCS-G23U8 

OCS-G2403 

O G 473314 

OCS-C2409 

OCS G2737 

OCS-C2414 

OCS-C2416 

OCS-C3416 

OCS C2422 

OCS-G271* 

OCS-C2428 

OCS-G242W 

OCS-G2745 

OCS-G2746 

OCS-C2788 

EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT 

Pff.eUVo 

A-l-73 

*..<•. 

8-1-73 

--1-74 

8-1.73 

8-1-7P 

8-1-73 

8-1-73 

7- 1-74 

8- 1-73 

8-1-73 

7-1-/4 

7-1-74 

7.1-74 

Continued) 
Grantor \ 

Paronta'.e 

AH of Block A-273, High bland Area, 
East Addition, South Extenr" r ~>Hdal 
Leasing Map, Texas Map Jo. 7C 

.All of Block A-279, High ixlacd .Via, 
East Addition, Snth Extern ion. Orhdal 
Leasing Map, Texas Map Nc. 70 

AH of Block A-288, High bland Aria, 
East Addition, South Extension, as 
shown on OCS Official Leasing Map, 
Texaa Map No. 7C 

Al 1 of Block A-312, High Island Area, 
East Addition, South Extension. 
Official Leasing Map, Texai Map No. 7C 

/dl of Block A-316 High Island Area -
East Addition - South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 

All of "lock A-323, High Island Area, 
•̂asi Addition, South Extension. 

O^Cid Leasing Map, Texa' Map No. 7C 
Ali if P'x-k A-325, High Island Area. 

East Addit- u, South Extension. 
Official Lt- asm3 Vbp, Texas Map No. 7C 

All of Block A 327, High bland Area, 
East Addition, South Exiensir.i. 
Offlc al b asing Map, Texas Map No. 7C 

All of IWAJI A-33-. High Island Area, 
East Addition. South Extension. 
Offidai Leask. Mcp, Texas Map No. 7C 

All of Block A-33(. ' . jh Lland Area. — 
East Addition - < oth Extension, 
OCS Offidal L -as:ng Map, Texas Map io. 7C 

All of Block A- <0. Hish Island Area, 
East Additioi S< of* Ext l i . .u. 
Official Le-isM v 4 n f» Texas Map No. 7C 

All of Block A-3! 1 1.; h bland Area, 
East Add tion, J * - th Ext* nsion. 
Official Leasitg Map T xas Map No. 7C 

11 of Biocic A-355. High blrnd Aiea -
East Addition — South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 

A.' of rMock A-356, High Island Area -
baft Addition — South Extension, 
OCS Offidal Leasing Map, Texas Map No. 7C 

A!i of Block A-403 High bland Area -
East Addition — Soulh Ex*cn u, 
OCS Offidal Leasing Mar Texas Mar No. 7C 

1350% 

n o©"-, 

17.00% 

18.11538% 

21.132% 

14.00% 

6o\57143% 

10.00% 

10.00% 

34.00% 

.4.00% 

•k».«H825% 

11.33% 

15.00% 

10.00% 



EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

B L M or Star* 
L e w No. 

OCS-G3417 

Effective 
D M 

1-1-77 

OCS-G3409 

OCS-G3418 

1-1-77 

1-1-77 

OCS-G3500 

OCS-C2367 

OCS-G3756 

OCS-C3757 

OCS-C3766 

OCS-G37S6 

8-1-77 

8-1-73 

6-1-78 

6-1-73 

6-1-76 

3 ' 78 

Grantor's 
Undivided 
Percentage 

Desfriptk o Intereat 

That portion of Mrln Piss Blocks 72 and 74 
located more than three geographical miles 
seaward from the Une dv»scribed in the supple
mental decree of the U.S. Supreme Court, 
/une 16,1975, (U.S. vs Louisiana, 422 U.S. 13) 
to one foot seaward of the Third Su-jplemental 
Decree Line (404 U.S. 388, Oect-.-nber 20, 
1971), as shown on OCS Official Lejis.ng Map, 
Loui ' i ia Map No. 10 25.00% 

All of b' ,'L- 351, Eugene Island Area, South 
Addition, as shown on OCS CJicial Leasing 
Map, Louisltna Map No. 4A 2S Vrfb 

That portion oi' South Pass 'Hock 57 located more 
than three geographicu' miles seaward from 
the line described in t'ie supplemental decree 
of the U.S. Supreme Court, June 16, 1975 
,'V.S. vs Louisiana. 422 U.S. 13) to one foot 
seaward of the Third Supplemental Decree 
Line (-.T4 U.S. 388, December 20, 1971), as 
shewn CL OCS Official Leasing Map, Louisi
ana Map No. 9 20.00% 

All of Block 253, West Cameron Area, as shown 
on OCS Official Leasing Map, Louisiana Map 
No. I 30.00% 

S V2 of NE Vi and SE 4̂ o f Block A-475, High 
Island .Area, South Addition, as shown on 
OCS Official Leasing Map, Texas Map No. TB 12.00% 

AH of Block A-522, High Island Area, South 
ddihoi'., OCS Official Leasing Map, T».-xas 

Mai.) No. TB 30.00% 

All o : Block A-551. High Island Area, South 
Adcition. OCS Official Leasing Map, Texas 
Map No TB 16.67% 

ul o: Block 510 West Crmeron Area, South 
Addition, OCS Official Leasing Map, Louisi
ana Map No. IB 16.66% 

All of Block 372, Eugene Island Area, South 
Addition. OCS Official Leasing Map, Louisi
ana Ma r No. 4A 15.00% 

'luis Uonve>a.«ce L« subject to thi trr, i _ and provisions of the above-described oil and gas leases 
a~d accordingly, the Subject Hydroci d v r , and the proceeds therefrom shall be calcinated after 
dir .meting the proportionate share of t t . loyalties r^erved in each such lease a "ributabw to Grantor's 
said undivided percentage interest in S lease. 

Lease Nos. OC3-C . ^ > . OCS-C2.-25, OCS-C2S50, OCS-C2559, OCS-C280T, OCS-C :317, OCS-G 
3J93, OCS-G3195, OCS-G2947 •>r»H JC i-G34l7 referred to above are each subject to un Operating 
Agreement between Mobil Oil Corporation, as operator, and the Grantor, et aL, as non-cperators. 
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L*ra»» No. C.TS-G2224 referred to above is subject to an Operating Agreement between Chevron 
Oil Company, as opeiator, and the Crantor, et al., as non-operators. 

T ease Nos. Of f - iMW, OCS-C2859. OCS-C2S60. OCS-C2882, OCS-C2S83. OCS-G25S7. OC.5-
G2884, OCS-G2825. OCS-....* OCS-G3156, OCS-C2185, OCS-G3202, OCS G3203, OCS-G2366. 
OCS-C2372. OCS-G3U8, OCS-C2701. OCS-C2334. OCS-C2713, OCS-C23SS, OCS-C236P. OCS-C2719, 
OCS-C2416. OCS-C2428, JC6-G2429, OCS-C2766. OCS-C3409, OCS-C3418, OCS-C3500 and Stite 
Lease No. 6310 referred to above are each subject to an Operating Agreement Krween the Grantee, 
as operator, and the Crantor, et al., as non-operators. 

Lease Nos. OCS--C2177. OCS-G2193 and OCS-C3208 referred to above are each subject to an 
Operating Agreement between Culf Oil Corporation, as operator arid the Grantor, et aL, ss non-
operators. 

Lease Nos. OCS-G2403 and OCS-G3314 referr ;d to above are each subje"t to an Operating Agree
ment between Marathon OH Con.p\ny as operator, and the Grantor, et ai.. aa non-operators. 

Lease Nos. OCS-G2378, OCS G2 17, OCS-C241-. OCS-G2745 and OCS-C2746 referred to above 
are each subject to an Operating Agreement betweer Cities Service Oil Company, as operator, and the 
Grantor, et at., as non-operators. 

Lease Nos. OC 'C2409, OCS-C2418 »ud OCS-C2422 referred to above are each subject to an 
Operating Agreeme.it b"tween Sun Oil Company (Delaware), as operator, and the Grantor, et al., as 
non-operators. 

Lease Nos. OCS-C2390 and OCS-G2718 referred t« above are each subject to an Operating Ag;Be
rn ent between Exxon Corporation, as operator and the Grantor, et aL as non-operators. 

Lease No. OCS-G2398 referred to above h iuuj-ct to an Operating Agreement between Aminoll 
Development, Inc. as operator, and the Giaitor, et ai., as non-operators. 

Lease Nos. OCS-G2704, OCS-G2779, OCS-C2705 and OCS-2706 are each subject to an 
Operating Agreement between Texaco Inc, us operator, and the Grantor, et aL, as noa-operators. 

The Gran'nr's interest* in Lease N w. OCS-̂ 2224, OCS-G2225, OCS-C222S and OCS-C2185 
referred to -.'cove are subject to Ad vane * \yment Agreements dated as of June 13, 1973, as amended, 
bfft". /rr.a 'J rar tor and United Gas Pipe I . ae Company. 

Tee Grantors interests in Lease Nos. OCS-C2SS3, OCS-C34J7, OCS-G3195, OCS-C2947, 
OC*J-C2414. OCS-C2?78, OCS-C-2882, OCS-G25S7, OCS-C2607, OCS-C2317 and OCS-C2193 are 
su'jj^ct tc liquids purchase agreements between Cran'or and Atlas Processing Company. 

TLe Grantors interests in Lsrse Nos. OCS-C2S39, OCS-C22:4, OCS-C2235. OCS C2177, OCS-
C;21S5, OCS-C3193, OCS-G319.\ OCS-G2947, OCS-G2193, OCS-C3202. OCS-C3203. OCS G3206. 
OCS-C2368, OCS-G2372, OCS-G3118, OCS-G2378. OCS-C270J. OCS-C2704, OCS-G2779, OCS-
G2703, OCS-C2708, OCS-C2344, OCS-C2713, OCS-C2383. OCS-C238S, OC'G2390. OCS-C271S, 
OCS-G2719. OCS-C2398, O':S-C2403, OCS-G3S.t4. OCS-G24TX-, OCS-G273", OCS-G2414, OCS-
C2A16, OCS-G2418, OCS-C2422, OCS-G2739, OCS-G2428, OC5-C242*:. OCS-C2745, OCS-G2746, 
OC^-v 2766, OCS-G3417 a id OCS-C3416 are subject to gas purchase cv.ntracts between Crantor and 
Un»,ed Cas Pipeline Company. 

The Grantors interests in L_~. > Nos. OCS-C3284. OCS-G2850, OCS C2559, OCS-G2882, OCS-
C2537, OCS-C2S&''., OCS-G2900, OCS G3156, OCS 02607, OCS-G' 17, OCS-G2S59. OCS-G2S60, 
OCS-G 2883, OC3-G3409 and OCS-G35O0 are subject to gas purcb-.c an tracts between Crantc and 
Sea Robin Pipe Line Company. 

Tiie Grantor's interest in Lease No. OCS-G2701 is subje < to a Part.'*1' Assignment of Oil and Gas 
Lease dated as of July 1, 1J77, among Grantor, Penn/oil C'ffsho.* t Jpei.ton, Inc. (now named 
Pogo Producing Companv/, e': al., as assignors, and Mobil Oi! Lor,Kv ition, et al.. as assignees. 
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The Grantor's Interests in Lease Nos. OCS-C236e and OCS-G2367 referred to above are subject 
to a Farmout Agreement dated April 27, 1978, as amended, among Kefr-MoCee Corporation, et al., 
as owner or farmor, and Crantor, et al., as farmee. The Grantor's interest in Lease No. 2367 con
sists of operating rights arising from said Farmout Agre meet. 

The Grantor's interest in State Lease No. 6310 referred to above is subject to a gas purchase 
contract between Grantor and United Cas Pipe Line Company, under which sales are conditioned 
on tho approval of or waiver by the State f Louisiana. 

The Grantor's interests in Leaso Woe. OCS-G2418 and OCS-G2422 are subject to liquids pur
chase agreements betweeen Crantor and Sun Production Company. 

The Grantor's interest in Lease No. OCS-C2429 referred to above is subject to a Unitization 
Agreement dated May 1, 1978. USGS Contract #14-08-0001-16930. 

The Grantor - interests in Lease Nos. OCS-G2224 and OCS-G2225 referred to above are each 
subject to a Un.: Plan, a Unit Operating Agreement, and Plans of Operation among Mobil Oil 
Corporation, as unit operator, and Crantor, et aL 

The Gi an tor's Interest in OCS-G2409 referred to above is subject to an Assignment of Operating 
Rights among Grantor, et al., as assignors, and Mesa Petroleum Co., et al., as assignees, and is 
subject to a Cas Availability Agreement between Crantee and United Cas Pipe Line Company. 
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AMENDMENT 

INSTRUMENT OF CONVEYANCE OF PRODUCTION PAT^IEBrt 
THIS AMENDMENT TO INSTRUMENT OF CONVEYANCE OF PRODUCTION PAYMENT 

(this "Amendment") dated as o{ April 1, 1979, between PENNZOIL LOUISIANA AM> TEXAS Orrsiiof 
INC., a Delaware corporation (the "Crantor"), having its principal office and post office ad^ftss 
Pennzoil Place, P.O. Box 2^67, Houston, Texas, and PENNZOIL COMPANY, a Delaware corpo" 
(tbe "Grantee"), having its principal office and post office address at Pennzoil Place, P.O. Box 2967 
Houston, Texas. 

WrTNESSETH: 

WHEREAS, by means of that certain Instrument of Conveyance of Production Payment dated as 
of March 1, 1974 between the Grantor and Grantee ,v.ich Instrument of Conveyance being hereinafter 
called the "Conveyance"), the Grantor conveyed to the Grantee, and the Grantee purchased from the 
Grantor, at the time the first loan was made to the Grantor under that certain Bank Credit Agreement 
dated as of March 1, 1974, as thereafter amended and restated, among the Grantor, The First National 
Bank of Chicago, and the other banks named therein (such Bank Credit Agreement, as amended 
and restated as of November 1, 1977, being hereinafter called the "Bank Credit Agreement"), a pro
duction payment dischargeable from the proceeds of production from or applicable to tlie interests of 
the Grantor (hereinafter called the "Leasehold Interests"), in those certain oil and gas leases covering 
lands located offshore Louisiana and Texas in the Culf of Mexico, which interests, leases and lands are 
described in Exhibit "A* to the Conveyance and in Exhibit "A" to Appendix 1 to the Production 
Payment Agreement hereinafter referred to, in an amount equal to the aggregate principal amount 
of the loans, plus accrued interest and commitment fee. outstanding under th.: Bank Credit Agree-
n-icnt on the date, if eny, upon which the purchase price therefor is paid L / the Crantee to the 
Grantor as provided in that certain Production Payment Agreement dated as of March 1, 1974, as 
thereafter amended and rcstnted as of November 1, 1977. bctweei. the Grantee und the Candor (such 
Production Payment Agreement, as so amended and restated, being heieinafter colled thc "Production 
Payment Agreement"), oil as more particularly provided in the Froduction Payment Agreement; 

WHEREAS, in order to induce the banks referred to in Section 2 of the Bank Credit Agreement 
(hereinafter called the "Banks") to make loans pursuant to the Bank Credit Agreement and to secure 
the performance by tlie Grantor of its obligations tinder thc Bank Credit Agreement, thc Crantor, 
by that certain assignment dated as of March 1, 1974 and confirmed by the Confirmation of Assignment 
dated as of November 1, 1977 (hereinafter called the "Assignment'*) from tlie Grantor to Tlie First 
National Bank of Chicago, as agent for the Banks (hereinafter called the "Anent"). assigned, trans
ferred and set over to the Agent for tlie proportionate benefit of tlie Banks as then interests may appear 
all the right, title and interest of thc Grantor in, to and under the Production Payment Agreement, 
subject to tlie exceptions set forth in the Assignment, and which Assignment was also executed by the 
Grantee for the purpose of its making the representations and special agreements set out therein, 

WHEREAS, tbe Bonk Credit Agreement, tlie Production Payment Agreement and the Conveyance 
were amended aad restated as of May 1, 1976 to reflect an extension of the maturity of the credit 
available to the Company under the Bank Credit Agreement, an increase in tlie amount of that 
credit to $200,0.10,000, the addition of certain banks as parties to the Bank Credit Agreement, the 
addition to tlie Leasehold Interests of the interests of the Company in certain oil and gas leases, 
and for other purposes; 

WHFREAS, the Ban!-: Credit Agreement, tlie Production Payment Aereement and the Convevance 
were amended and restated as of November I , 1977 to reflect an extension of the maturity of the 
credit available to the Company under the Bank Credit Agreement, an increase in the amount of that 
c r id i t to $230,000,000, the addition of certain banks as parties to tin Bank Credit Agreement, the 



addition to and deletion from the Leasehold Interests of the interests of the Company in certain oil 
and gas leases, and for other purposes, 

WHEREAS, the Bank Credit Agreement is now proposed to be amended to reflect a further exten
sion of the maturity of the credit available to the Company thereunder, an increase in the amount 
of that credit to $275,000,000, and for other purposes; and 

WHEREAS, pursuant to the request of the Crantor and the Gra..tee, the Agent proposes to join 
herein for the limited purposes set forth below; 

Now, THEREFORE, in order to add to the Leasehold Interests the interests of the Grantor in 
certain oil and gas leases covering lands located offshore in the Gulf of Mexico adjacent to the United 
States of America and to delete from the Leasehold Interests certain other leases, n-jd in consideration 
of the premises and the mutual covenants and agreements herein contained and intending to be 
legally bound, the parties hereto agree as follows: 

1. The Conveyance is hereby amended in the following respects: 

(a) The first paragraph of the Conveyance is amended by changing the date "November 1, 1977" 
therein to "April 1,1979". 

( b ) Subparagraph ( f ) of Paragraph 1 of the Conveyance is amended by changing the date 
"November 1, 1977" therein to "April 1, 1979". 

( c ) Subparagraph (a) of Paragraph 4 of the Conveyance is amended by changing the phrase 
"as thereafter amended and restated as of November 1, 1977" therein to read "as thereafter amended, 
including by the amendments thereto pursuant to the Amendment to Bank Credit Agreement dated 
as of Apr i l 1, 1979". 

( d ) Subparagraph (b) of Paragraph 4 of the Conveyance is amended by changing the figure 
"103%"' therein to "1067< " and by deleting the words "plus %7<j" therein. 

(e) Paragraph 9 of the Conveyance is amended by changing all references to "Federal Power 
Commission" therein to "Federal Energy Regulatory Commission". 

( f ) The signatures and acknowledgments set forth in the Conveyance are amended to read in 
their entirety as set forth in Annex I hereto as the signatures and acknowledgments thereto. 

( g ) Exhibit "A" to the Conveyance is amended to read in its entirety as set forth in Annex I 
hereto as Exhibit "A" thereto. 

2. Except as amended hereby, the provisions of the Conveyance shall remain in full force and 
effect The Conveyance, as amended hereby, shall be restated to read in its entirety as set forth in 
Annex I her?to, it being agreed and understood that all references in the Conveyance as amended 
hereby and so restated to the Bank Credit Agreement shall be deemed to be references to the Bank 
Credit Agreement as amended, including by the amendments thereto pursuant to the Amendment to 
Bank Credit Agreement dated as c l April 1, 1979. 

3. The Agent, for and on behalf and in the name of the Banks, hereby consents to the foregoing 
amendment to and restatement of the Conveyance; provided, however, that notwithstanding any 
provision hereof to the contrary, this Amendment shall not be construed or operate, except as 
expressly set forth above, to modify in any respect the rights and obligations of the Company or 
Pennzoil under the Production Paymen' Agreement or the Assignment. 
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I N WITNESS WHEREOF, the parties hereto Live caused this Amendment to be executed by their 
respective officers thereunto duly authorized as of tbe day and year first above written. 

W 

Jb+ j. Atf4~S By j(^/^0^ 

.... f&.C 

PENNZOIL LOUISIANA AND TEXAS Orr SHORE, INC. 

[SEAL] 

PENNZOIL COMPACT 
ISXAL] 

Croup Vice President 

THE FIRST NATIONAL BANK or CHICAGO, as Agent 

ISlAJ.) 
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T H E STATE OF ""EXAS 

CO UNTT OF HARiUS 

(Louisiana) 

(Louisiana) 

(Texas) 

(Texas) 

BE I T REMEMBERED that I , the undersigned, a Notary Public duly qualified, swom and acting 
in and for the County and State aforesaid, hereby certify that, on this 9th day of April, 1979. 

Before me appeared I , N. AVERETT, JR., to me personally known, who, being by me duly swom, 
did say that he is the Treasurer of PENNZOIL LOUISIANA AND TEXAS OFFSHORE, I N C . a Delaware 

corporation, and that the seal affixed to the foregoing instrument is the corporate sea! of said 
corporation and that the instrument was signed and sealed in behalf of the corporation by authority 
of its Board of Directors and that J. N. AVERETT, JR., acknowledged the instrument to be the free 
act and deed of the corporation. 

Before me appeared HAROLD E. SORTOR, to me personally known, who, being by me duly swom, 
did say that he is a Group Vice President of PENNZOU. COMPANY, a Delaware corporation, and that the 
seal affixed to the foregoing instrument is tnp corporate seal of said corporation and that the instrument 
was signed and sealed in behalf of the corporation by authority of its Board of Directors and that 
HAROLD E. SORTOR acknowledged the instrument to be the free act and deed of the coiporation. 

Before me on this day personally appeared J. N. AVERETT, JR., known to me to be the peison 
whose name is subscribed to the foregoing instrument and known to me to be the Treasurer of 
PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC., a Delaware corporation, and acknowledged to me 

that he executed said instrument for tlie purposes and consideration therein expressed, and as the act 
and deed of said corporation. 

Before me on this day personally appeared HAROLD E. SORTOR, known to me to be the person 
whn:e name is subscribed to the foregoing instrument and known to me to be a Group Vice President 
of PENNZOU. COMPANY, a Delaware corporation, and acknowledged to me that he executed said instru
ment for the purposes and consideration therein expressed, and as tlie act and deed of iaid corpcration. 

I N WITNESS WHEREOF, I have hereunto set my hand and official notarial seal, in the City of 
Houston, County of Harris, State of Texas, this 9th day of April, 1979. 

C 

Notary Public in and for Harris County, Texas 
My Commission Expires 

CELIA ». GARZA 
NoUry Public in H»rnj County lor tttl SW» of Tauf 

My Commission Exfura Stpttnber 30. 1310 

[NOTARIAL SEAL] 
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T H E STATE or ILLINOIS 

CoUNTT or COOK ss: 

BE I T REMEMBERFJ) that L the undersigned, a Notar, Public duly qualified, sworn and acting 
in and for the County and State aforesaid, hereby certify- that, on this , f - f h day of Apri l 1979: 

(Louisiana) Before me appeared^ ^ . i / i^t-E , to me personally known, who, being by me duly 

swom, did say that be is <* **** ' e ' C L i 'P " A T 0 f THE FIRST NATIONAL BANE OF CHICAGO, a 

nabocal banking association, and that the seal affixed to the foregoing instrument is tho corporate seal 
of said corporation and thst the instrument was signed and sealed in behalf of the corporation by 
authority of its Doard of Directors and that & s ^CJ9A I'^^acknowledged the instrument to be die 
free act and deed of the national banking association. 

(Texas) Before me on this day personally appeared r W N W M £ ., known to ms to be the person 
whose name is subscribed to the foregoing instrument and known to me to be 9- . " * m * . *r*"" 

of THE FIRST NATIONAL BANE or CHICAGO, a national banking association, and acknowledged to 
me that he executed said instrument for the purposes and consideration therein expressed and in die 
capacity therein stated, and as the act and daed of said national banking association. 

I N WrrNzss WHEREOF, I have hereunto set my hand and official notarial seal, in the City of 
Chicago, Country of Cook, State of Illinois, this ) /"^day of April, 1979. 

r Is 
i 

Notary PubUc in and for Cook County, Illinois 

My Commission Expires 

Wy Commission Expirss D?c. 5. 

[NOTARIAL SEAL] 
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ANNEX I 

PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. 
TO 

PENNZOIL COMPANY 

CONVEYANCE OF PRODUCTION PAYMENT 

THIS IN? mUMEXT OF CONVEYANCE OF PRODUCTION PAYMENT (tbis "Conveyance*) 
dated as of March I , 1974. as amended and restated as of April I , 1979. betxveen PE.VN7.OIL LOUISIANA 
ANT> TEXAS OFF-WORE INC., a Delaware corporation (the "Crantor"). having its principal office and post 
office address at Pennzoil Plsce, P.O Box 2967. Houston. Texas, and PF.NVZOIL COMPANY, a Delaware 
corporation the "Grantee"), having its pnncipal office and post office address at Pennzoil Place, P.O 
Box 2967 Houston. Texas. 

W I T N E S S E T H : 

WHEREAS, the Grantor desires to sell and the Grantee desires to purchase the Pioduction Payment 
>ereinaTter described. 

Now, THEREFORF, it Ls agreed by and between the Grantor and the Grantee as follows. 

1. Certain Definitions. Thc following terms shall be used in tbis Conveyance with the meanings 
given below; 

(a) "Accounting Month" shall mean any monthly penod commencing with and including 
the 21st day of any calendar month and ending on and including thc 20th day of the next 
succeeding calendar month. 

(b) "Effective Date" shall mean " o .lock. A.M.. on the date of this Conveyance, according 
to the tune then in effect at the ication of each Subject Interest 

\ " shall m f . , exhibit A attached to this Conveyance and hereby made a part 
he ««:es. 

«" shall mezn all oil, gss and other hydrocarbons or any combination of 
stances appropriat" to the context in which such term is used. 

iean any oil and gas lease or sub-lease, described in Exhibit A. 

I n hov.L^. .o..:*n/'"'--nenf Date" shall mean 7 o'clock, A.M.. according to the time then 
in effect at thc location of each Sobject Interest, on thc date upon xvhich the purchase price is 
paid b\ tiie Grantee to tlie Cranio: a-, provided in thc Production Payment Agreement dated as of 
March 1. 1974 as amended and restated as :>f April 1, 1979, between the Grantor and the Grantee. 

'g^ "Subject Hydrocarbons" shall mean all Hydrocarbons in and under, and xvhich may 
be produced and saved irom. and xvhich shall accrue and be attributable tc, the Subject Interests 
from and after th? Proceeds Commencement Date and throughout the period specified in this 
Cu'.veyancc for tlie term of tbe Production Payment. 

(h) "Svlv:t Interests" shal! mean the undivided perccntace interests of the Grantor in the 
Leases, and, in addition thereto, each and even other kind and character of nght, tide, claim or 
interest which the Grantor now his in, to o: under die Leases xvhich interests or Leases are 



either specifica- jr generally described in Exhibit A, al'. as the same shall be enlarged by the 
discharge of any payments out of production or by the removal of any charges or encumbrances 
to which any of the some are subject and any and all renewals and extensions uf any of the same, 
but there shall not be included within th" Subject Interests any rights which the Grantor now 
has or may hereafter obtain with respect to production attributable to the interests of noncon-
senting parties under any o\ ^ig agreement, unit operating agreement, contract for develop
ment or similar instrument 

2. Conveyance of the Production Payment. The Grantor, for valuable mi ideration, the receipt 
adequacy and sufficiency of which are jereby acknowledged, by these presents does hereby grant, 
bargain, sell, convey, assign, transfer and deb ver unto the Grantee, as a iroduction payment, an 
undivided eighty-five percent (S59b) interest in the proceeds from the sale of the Subject Hydro
carbons; subject, however, to the provisions of Paragraph 3 of this Conveyance. 

The aforesaid eighty-five percent (859c) interest in the proceeds from th j sal? of the Subject 
Hydrocarbons, as granted, bargained, sold, conveyed, assigned, transferred aud delivered unto tbe 
Crantee hy the terms of this Conveyance, shall be the "Production P-/rneot* 

To HAVE AND TO HOLD the Production Payment, together with all and singular the nghts, privileges 
and appurtenances thereunto in any way belonging, unto the Grantee, its sucvesst rs and assigns, 
forever. 

3. Certain Provisions Govemint/ Subject Hydrocarbons. All the provisions of this Conveyance 
shall be subject to the following: 

(a) For the discharge of the Production Payment the Grantee shall look exclusively to 
the proceeds of Subject Hydrocarbons, and the Grantor shall not be liable for such discharge. 

(b) The Production Payment shall not be dischargeable from the proceeds of any products 
resulting from any manufacturing, processing or refining operation, except to the extent of that 
portion of such proceeds which represents the fair market value at the wellhead of thc Subject 
Hydrocarbons used in such manufacturing, processing or refining operation. 

(c) The Production Payment shall not be dischargeable out of any bonus which the Grantor 
shall receive for any Ltasc or assignment of any of the Subject Interests or out of any pay ments 
made to the Grantor in connection with the drilling or deferring cf drilling of any well or. any 
of the Subject Interests or in connection with any adjustment of any well and leasehold equipment 
upon unitization of any of the Subject Interests. 

(d) There shall not be included in tht Subject Hydrocarbon; miy Hydrocarbons unavoidably 
lost in the production thereof or produced and saved from any of die Subject Interests and used 
b- tlie Grantor in conformity with good field practices for drilling and production operations 
(including gas injection, secondary recovery, pressure maintenance, repressuring or cycling 
operations; conducted for the purpose of producing Subject Hydrocarbons from the Subject 
Interests or from any unit to which uae Subject Interests are committed, but only so long as such 
Hydrocarbons are so used. 

(e) So long as and to the extent that the same may be required by applicable laws and 
regulations, Ln the case of any Lease from the United States of America included in the Subject 
Interests, from which the average production of oil per well per day averaged on thc month!;' 
basis is 15 ba-reLs or less, the obligation to pay and the nght of the Grantee to r f c i v e the 
proceeds of cil produced from such Lease shall be suspended until said average pioduction of 
oil per well per day exceeds said minimum amount, and such suspension shall appK separately 
to any zone or portion of such Lease segregated for computing government royalty . 

4. Amount and Term of the Production Payment. The Production Payment ihall continue and 
remain in fuli force and effect until such time as tlie' Grantee shall have received and realized, 

_ n _ 



out of the proceeds trom the sale of the Suhject Hydrocarbons, free an J clear r.f all development, 
operating, mining, producing, treating, processing, handl-ng, storing marketing, tr;" -.\io...irg and other 
costs and expenses of even, kind whatsoever the full aggregate sum of tbe I llc 'ng amounts: 

(a) The aggregate principal amount of Joans plus accrued interest J i commitment fet, 
outstanding on the Proceeds Commencement Date under tlie Bank Crech Agreement, dated 
as of March 1, 1974, as th" r amended, ;nclu ling by the amendments ii^rctc pursuant to 
the .Mnendmenf to Bank v lit Agreement dated as of Apnl I , 197a, amor g the Grantor, The 
First Nabonr! Bank of C ticago and the other banks named therein (he.einafter called the 
"Priman' Sum"), plus 

(b) An amount ..^jn.puted at a rate per arnum (on the basis of a 36>da/ year) which shall 
be equal to 106/} of the corporate base rate on 90-dav commercial loans to i s largest and most 
credit-worthy commercial borrowers in effect ..t Tlie First National Bank of Chicago from time to 
time, such rate to change automatically and from time to time effective as of ti.e date of each 
change in such corporate base rate from and 'uding the Proceeds Commencement Date 
on the unliquidated balance from time to time of ^. rima Sum (die first such computation to 
be made on the 21st day of the month next following the Proceeds Commencement Date for the 
period from and including the I'-oceeds Commencement Date to and mciuding tbe 20th day of 
the month next following the Proceeds Commencement Dat..' on the amount of such unliquidated 
balance on the Proceeds Commencem-if Date, and subsequent computations to be made monthly 
on the first da\ of each Accounting Month for the preceding Accounting Month on tht amount 
of such unliquidated balance on the first day of such preceding Accounting Month); plus 

(c) An amount equal to the aggregate of all amounts which are paid by the CranW to *ny 
state or political subdivision thereof on account of ad valorem, transfer, moitgage, gross produc
tion, gross receipts, income, profits, severance, occupation, sales, use, franchise and other tares and 
assessments of any kind whatsoever, including penalties and interc imposed or assessed with 
respect to or measured b) or charged against or attributable tc the Production Payment, the 
Subject Hydrocarbons or flu proceed* Uiereof together with an amount equal to interest on the 
unliquidated amount thereof at the rate of 7*71 per annum from die date of payment of each 
such amount by the Grantee, provii'-il however, that die Ciantor shall have thc right at its 
expense to contest an-. ^>ich t i * > usessments in good f->ith on behalf of the Grantee. 

I T BETNC Tin: INTTNTTO . or i i GRAVTOM AVTJ Ttrr G .ANTEF I N EMTRINV, INTO Tins CONVEYANCE 

that the Grantee sh/ 1 he entitled to receive and reahie out of tht Subiret Hvdrocarbons the full 
aggregate sum t: .hi . ir ir.t dvsJril ed tn subparagraphs (a 1 and (b) of this Paragraph 4, free o.id 
clear of all cos's anil expens- vith respect to the Subject I iu trusts and the Subject Hydrocarbon 
(which expenvs a.nd costs s h « r Lc home ly the Grantor' and over .nd above all taxes, expenses and 
costs of the charae'er Jr- :nU-d, specified or referred to in subparagraph (c) of this Paragraph 4. 

5. Termination i f thc Production luyment. When tht full aggregate sum of die amounts 
specified in suoparar aphs a), (b) and ic o! ? aragrapl. i of this Conveyance (us increased as 
expressly provided h- the terms of this < ' . . f r r has been recei' ed bv the Grantee, the Production 
Fay-men: shall fonhwifh terminate am. ..ii interest 'herein shall ..mediately revert to and become 
vested iv tht Grantoi to the sam..- extent and with the same Inrcc and effect as if this Conveyance 
had not lieen made Tbe Grantee azrr+< dn'. uptn -uch termination, it shall execute or cause to 
be executed upon the reoues' ..J a' die expcr.se ot the Grantor, such mstrunicnts as may be 
necessary or appropriate to c\. ' nee the tennri-.tion or tbe Production Payment 

6 ADplieation of the Proceeds of Subjfct H> uroc.rbons. For all purpose*, ol this Conveyance, 
the proceeds of Subject Hydrocarbons aetuallv received by the Grantee prior to the close of business 
on 20th day of the month n- x* foil--wine tht Pr. cecd> ( ommenccment Date shall bt deemed to have 
been received and applied \nmediatclv after tlie tpt rung o( business on thc 21st dav of such month, 
an.' thereafter, such proce* L- actually received by th- Grantee after the <'P"ninii of business on the 
firsc day of each Accounti:.:, Month and pnor tn the cli«t- of bi. .Lness on the last day of such Account-



ing Month shall be deemed to have been received a r i applied immediately after the opening of 
business on the first day of the next succeeding Arc** nting Month, provided, however, that, if any 
date of application specified above shall be a ? l a y , Sunday or legal holiday under the law of 
the jurisdiction in which such proceeds are actudly received by the Grantee, such proceeds shall 
b • deemed to have been received and applied on the 'ast business day next preceding such Saturday, 
Su day or legal holiday in such jurisdiction, but die am aunt of such proceeds to be applied pursuant 
to : bparagraph (a) of this Paragraph 6 shall nevertheless be the amount under subparagraph (b) of 
Parav raph 4 of this Conveyance accrued up to (but not including) such Saturday, Sunday or legal 
holida -. Such proceeds shall be deemed to have been applied on the first day of each Accounting 
Month as follows: 

(a) First, to the amount referred to in subparagraph (b) of Paragraph 4 of this Conveyance 
accrued up to (but not including) the date of such appbcation, and 

( b ) Second, to the amount referred to in subparagraph (c) of said Paragraph 4, to the extent 
then ascertained, and 

(c ) Third, to the reduction of the unliquidated balance of the Primary Sum; 

provided, however, that, Ln the event such proceeds so applied on the first day of any Accounting 
Month shall be insufficient to cover the ful l amount specified in subparagraph (a) of this Paragraph 8, 
the unliquidated balance of the p rim ary Sum shall forthwith be increased (to the extent permitted 
by law) by an amount equal to the amount of such deficiency. 

W i t h i n 10 days after the date of each such appbcation by the Grantee of any proceeds of Subject 
Hydrocarbons, the Grantee will furnish or cause to be fumished to the Grantor a written statement 
showing the appbcation of such proceeds in accordance with the provisions of this Paragraph 6. 

7. Marketing the Subject Hydrocarbons. The Grantor, at its expense, shall market, or cause to 
be marketed, the Subject Hydrocarbons for the best price reasonably available when marketed, and 
it shall not be necessary for the Grantee to join in any Sales Contracts (as hereinafter defined) or any 
amendment thereof. In the event the Grantor shal! take any of th- Subject Hydrocarbons for its own 
use, the Grantor shall pay to the Grantee, on or before the last day of the Accounting Month chuing 
which such taking occurs, a price equal to the fair market value at the wellhead of the Subject 
Hydrocarbons so taken. 

8. Sales Contracts. The Grantor wil l duly perform all obligations binding on it under all con
tracts and agreements for the sale of Subject Hydrocarbons or any portion thereof, whether presendy 
existing or hereafter entered into (all such contracts and agreements being the "Sales Contracts ), 
in accordance with the terms hereof and will take all appropriate measures to enforce the perform
ance under each of the Sales Contracts of the obligations of the purchaser thereunder. All Subject 
Hydrocarbons sold by the Grantor, whether pursuant to thc terms of thc Sales Contracts or otherwise, 
shall be debvered by the Grantor to the purchasers thereof into the pipelines to which the wells 
producing such Subject Hydrocarbons may be connected or to such other point of purchase as is 
reasonably required in the marketing of such Subject Hydroc^-bons. 

9. Withholding and Restitution of Proceeds of Subject Hydrocarbons. All obligations of the 
Grantor hereunder shall be subject to tbe applicable provisions of die Natural Gas Act and all appli
cable- rules and regulations of the Federal Energy Regulatory Commission. Rates permitted under the 
Natural Gas Act and said rules and regulations to be paid for gas included in S'V-ject Hydrocarbons 
shall be controlling if varying from prices established in Sales Contracts or if different from the fair 
market pr i t t at the wellhead The Grantor shall be entitled to use it? reasonable discretion in making 
filings wi th the Federal Energy Regulatory Commission affecting Subject Hydrocarbons. If any 
proceed' of Subjec* Hydrocarbons shall be withheld for any reason whatsoever, including, without 
lit:..'.ation.. withhold;ng b> tii» Grantor pending final approval of rate increases fled with tin- Federal 
Energy Regulator.- Commission, die Grantee shail not be deemed to have received or realized such 
proceeds until, and only lo the extent that such proceeds shall actually have been received by the 
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Grantee. If, at any time before or after receipt of the full aggregate sum specified in subparagraphs 
(a), (b) and (c) of Paragraph 4 of this Conveyance, the Grantee shall be compelled, for any reason 
whatsoever, to make any payment or restitution, or such payment or restitution shall be made for the 
account of the Grantee, on account of any proceeds of Subject Hydrocarbons, which proceeds have 
already been applied pursuant to the provisions of Paragraph 6 of this Conveyance, the unliquidated 
t '-alance of the Primary Sum shall forthwidi be increased by the amount of the proceeds so paid over 
I y or for the account of the Grantee plus the amount of any payments made hy or imposed against 
t i e Grantee in the nature of interest, damages and penalties, provided, j o ve\er, that if at die time of 
st .ch payment or restitution tht c.itire p r - ary Sum shall have been liquidated, the Primary- Sum shall 
f e deemed not to have oeen so liquidated and the unliquidated balance of die Primary Sum shall be 
thereupon deemed to be in the amoun. of the proceeds so paid over plus the amount of any payments 
made by or imposed against the Grantee in the nature of interest, damages and penalties. 

10. Protection to Purchaser's of Production. No person purchasing or taking or processing any 
Subject Hydrocarbons shall be required to take notice of, or keep informed as to, the discharge or 
termination of the Production Payment ur. ' the actual receipt by such person of written notice 
advising such person of such discharge or termination. 

11. Payment of Taxes. The Grantor wdl tender and pay, or cause to be paid, punctually, before 
they shall become delinquent (or as to any thereof which are Leing contested in good faith, promptly 
after the final determination of such contest), all ad valorem taxes (or taxes imposed in lieu thereof) 
and all transfer, mortgage, gross production, mining, severence, occupation, excise, sales, use, 
franchise, income and other taxes and assessments of every kind and characte: whatsoever (other 
than federal income taxes of the Grantee) imposed or assessed with respect to or measured by or 
charged against or attributable to the Subject Interests, the Production Fayment or the Subject 
Hydrocarbons, or the proceeds thereof, or against the Grantee 'iy reason of its acquisition or owner
ship of the Production Payment or against any assignee of the Production Payment by reason of bis 
or its interest as assignee, together with any interest or penalty payable in connection therewith. 

12. Covenants of the Grantor. Until such time as the Production Payment has terminated as 
provided in Paragraph 5 of this Conveyance the Grantor will, at its expense and regardless of who 
may be the operator or operators of tbe Subject Interests, cause: 

(a) The Subject Interests to be maintained and developed and continuously operated for 
the production of Hydrocarbons in a good and workmanlike manner and in accordance with 
sound field practices and ali applicable federal, state and local laws, rules and regulations (except 
those being contested in good fai t i i ) ; provided, however, if the Grantor in good faith and in 
confermity with sound field practices elects not to participate ir. any operation wluch is to be 
conducted under the terms of an operating agieement, unit operating agreement, contract for 
development or similar instrument entered into by tbe Grantor or its predecessors in title per
taining to the development and operation of any Subject Interest (or any portion thereof) and 
which allows any consenting parry or parties to conduct nonconsent operations, then, during the 
period or periods in which the consenting party or parties arc entided to receive Subject Hydro
carbons attributable to such Suhject Interest (or portion thereof) by the terms of such instrument 
pending die recoupment or r» - ipt of the sums determined thereunder, the Grantee shall not be 
entided to receive or be deemed to have received (but only during such period or periods) pro
ceeds from Subject Hydrocarbons attributable to such Subject Interest (or portion thereof) to the 
extent affected thereby. 

(b) All rentals, royalties, and all liabilities of any kind or nature, including, without 
limitation, all Labilities for labor, material, supplies and equipment incurred in. or arising from, 
the administration, operation or development of. or the gathering, producing, treating, processing, 
storing, marketing or transporting of. the Subject Hvdrocarbons, to be paid punctual;, when 
due, or, as to any thereof which are being contested in good faith, proniptlj after the final 
determi'iahor. of sur.h contest. 
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(c) All machinery, equipment and facihties of any kind now or hereafter located on tbe 
Subject Interests and necessary or useful in the operation thereof for the production of Hydro
carbons therefrom to be provided and to be kept in good and effective operating condition and 
all repairs, renewals, replacements, additions and improvements thereof or thereto needed for 
such purpose to be duly made or provided. 

(d) All necessary- and proper steps to be taken diligently to protect and c.;:fend tbe Subject 
Interests, the Subject Hydrocarbons and the proceeds thereof against any adverse claim or 
demand, including, without limitation, the employment or use of counsel for the prosecution 
or defense of litigation and the contest, settlement, release or discharge cf any such claim or 
demand. 

(e) Written notice to be given to the Grantee of every adverse claim or demand made 
by any person (including any government or governmental agency) affecting the Subject Interests, 
fhe Subject Hydrocarbons or the proceeds thereof in any manner whatsoever, or of any proceeding 
instituted with respect thereto. 

( f ) The interest of the Grantor in each of the Subject Interests to be kept free and clear 
of hens, charges and encumbrances of every character, other than those which are cf a character 
customarily found Ln connection with comparable druling and producu.7, operations and which 
do not materially advcisely affect the operation of the Subject Interests and ether than those 
becoi ' g effective only after termination of the Production Payment as provided in Paragraph 5 
of this Conveyance. 

(g) Subject to the provisions of Faragraph 19 of this Conveyance, all Leases included in 
or relating to the interests described or referred to in Exliibit A and under which the Grantor is 
lessee, sub-lessee, or assignee to be maintained in full force and tffect without amendment, 
modification or waiver of any provision of any such Lease which might materially adversely 
affect the rights of the Crantee under thi* Conveyance. 

Anything contained in this Paragraph 12 to the contrary nohsithstanding, the Crantoi shall not 
be obligated to perform undertakings performable only by the operator and which are beyond the 
control of the Grantor, with respect to indiv'dual Subject Interests of which it is not the operator. 
In such case, however, the Crantor will use its best efforts to secure the performance of any such 
undertakings. 

13. Access to the Subject Interests. The Grantor shall permit any one or more representative; 
designated by the Grantee to make any inspection of the Subject Interests at any reasonable time as 
thc Grantee may reasonably request. In addition the Grant - shall furnish to the Crantee such 
detailed informafion as the Grantee may reasonably request in writing conceming the Subject 
Interests, the operation diereof and the production and sale of the Subject Hydrocarbons. 

14. Pooling and Unitization. Anything herein to the contrary notwithst- "ding, die Grantor may, 
without the consent of the Grantee, pool, combine, communitize or unitize any Subject Interest 
(or any portion thereof) from time to time with other leasehold, mineral or other interests to form 
units when, in the judgment of the Grantor, it is necessary or advisable to do so in orde r to facilitate 
the orderly development or operation (including repressuring, pressure maintenance, cycling, water 
flood and secondary recovery operations) of any Subject Interest (or any portion thereof). Forth
with, after the formation of any unit, the Grantor shall furnish to the Grantee a true copv of the 
pooling agreement, unit designation 01 any other instrument creating such unit, together with, 
upon rcqti st of the Grantee, any operating agreement relating thereto. The interest in anv such 
unit accruing or attributable to any Subject Interest (or any portion diereof) included therein 
shall be subject to the Production Payment in the same manner and with the same effect as though 
such unit were in existence on the Effective Date The signature or joinder of the Grantee shal! 
not be necessary to thc instrument.-, evidencing the pooling and unitization herein authorized. 
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15. Default by tbe Grantor and tbe Remedies of the Grantee. Should the Crantor default in 
the performance or observance of any covenant or agreement provided ir. this Conveyance to be 
performed or observed by the Grantor, and should such default continue unremedied for 30 days 
(or for such longer penod us may be neccsary to complete performance diligcvdy commenced 
wirJain 30 days) trom the delivery to the Grantor of written notice of such default, the Grantee 
may, in addition to pursuing any or all other remedies avadable at law or in equity: 

(a) Effect performance or observance of such covenant or agreement on behall of and 
at the expense of the Crantor, in which event the Grantee may expend funds reasonably nec
essary to effect such purposes and shall be entitled to reimbursement therefor from the Grantor, 
together with interest on such amounts at the rate of 7Tc per annum from the date of such 
expenditure to the date of reimbursement. 

(b) Upon written notice to the Grantor, succeed to all rights of the Grantor v ••'h respect 
tc the possession, • I and development of the Subject Interests, and may use in connec
tion therewith d l ot the „ t>purtenant property, both real and personal, situated upon or used 
or held for future use in connection therewith, or in i-onnection with tb- production, storing, 
transposing o: sale of the Subject Hydiocarbons, and the Grantee shall have the right, on behalf 
cf and for thc account of the Grantor, to sell the Subject Hydrocarbons and the Gtantor shall, 
upon demand, reimburse die Grantee for all amounts so expended by ths Crantee, together 
with interest on such amo ints at the rate cf 79t per annum from the date of sach expenditure 
to the date of reimbursement. 

(c) pply to a court of equity for tht specific performance or observance of such covenant 
or in aid of the execution ( i any power herein granted and for the appointment of a receiver of 
the Subject Interests and the Subject Hydrocarbons. 

16. Exercise and Termination of the Remedies of the Grantee. All rights and remedies granted 
by the provisions ot Paragraph 15 of this Conveyance and otherwise belonging to the Grantee shall be 
cumulative and no exercise of any right or remedy shall preclude tbe exercise of any other right or 
remedy. Any right or remedy may be exerc; ed on one or more occasions without exhaustion thereof. 
Al i rights aad remedies shall terminate: 

(a) When the Production Payment is discharged and all amounts then due and payable 
ct. the Grantee pursuant to the terms of Paragraph 15 of this Conveyance (including amounts 
p,vable for interest) shall have been paid in full; or 

(b ;.t any earlier time when all de'aults of the Grantor shall have been remedied and all 
such .m,. .-its shall have been dulv paid in full, without prejudice, howevsr, to the exercise of any 
rights and remedies conferred upon the Crantee upon any subsequent failure of the Grantor to 
perform or obsrrve anv uf Uli* covenant or agreements herein provided tn be performed or 
observed by d.c Crantor. 

IT. Reports to the Grantee. While the Production Payment remains in force and effect, the 
Grantor will, at its expense, fumish to the Grantee vithin 45 days after the end of each calendar 
month, a report showing for such calendar month (i) he quantity of Subject Hydrocarbons produced 
and sold or taken by thc Grantor for its • aid (ii) ths gross proceeds received from the sale, or 
attr'nitable to such biking, of such Subject Hydrocaibons. 

IS. Warranty of Title. The Grantor covenants and warrants diat at thc time of the execution 
and deliver, of this Conveyance, the Grantor has good and marketable tide to the Subject Interests, 
subject onlv to such exceptions, charge:, hens or encumbrances, if any, as are set forth or referred to 
in Evh bit A, that the Grantor hos the power and right to create and confer upon the Grantee the 
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rights of the Craotee granted by the terms of this Conveyance; and that there are no n*s or proceed 
ings pending or. to acknowledge of the Crantor. threatened, agauast or affecting the Subject Inserts 
before any court or by or before any government,! commission, bureau or any regulatory authonry 
whach "derided adversely to the iLerests of the Gran. , shall materially affect the ngbti. of the 
Crantee pursuant to this Conveyance. The Crantor hereby binds itself. > , uccessors ^ a s s . g r ^ t o 
warrant and defend forever the rights under this Conveyance of the G r a n ~ £ ^ 
assigns, against the lawful claims and demands of every person who shal claim the samê  or any 
part thereof, and the Crantor wil l indemnify and hold the Crantee h a r m a n d from all 
L s suffered by the Grantee resulting from any faUure of or defect tr. the ^ » ^ L S D 1 
Subject Interests and the production of Hydrocarbons as warranted * ^ J ™ " * ^ " ™ * 
warranties of thu Paragraph IS shall survive the discharge of the Production Payment 

19 Transfer of the Subject Interests. Evcept for the conveyance of produrtfcn payments 
becoming effective only aftrr tem'nation of the Production Payment as p r o v e d in Paragraphi 5of 
^Conveyance, prior to sucb tenninati. - the Grantor shall not. witlOMt the w r « ofthe 
Grantee, make or permit am. surrender, at a., nment. Mle. conveyance ass ign*^ case or suoleos-
i whSe or in part, of any of tbe Subject Interests, provided, however f-.at t , Grantor s.all have *e 
richt to surrender, abandon or otii-r.vise teraiinate (either voluntam, or invoiuntar.y ) a~> of t ^ 
" S e c t interests or any portion thereof) when ther • ts nc well located thereon 
producing Hvdrocarbons tn paying quantities and when tr , Grantor has r ^ o o a b l > p

d e t e n ~ l , " l

n ^ 
( i ) no c i t i n g well -nav be recomputed thereon as a well capable of p.oducing Hycarocarb^ns to 
paving quantities, ( . . n o additional well could be drilled and completed thereon which would be 
capable 'of producing Hydrocarbon,, over and above the cost of drilling and completing same, m 
paVing quantities, and ( i i . ) no pressure maintenance or secondary reentry operations may be 
L t i t u t e d with respect to any well thereon which would cause such well to be capable of produang 
Hydrocarbons, over and above the cos. of instituting and completing ™ * * ™ ™ ^ T T Z 
secondary recovery operation, in paying quanitics. For the purposes of dais Paniff apL 19, the 
words "in paying quantities" as appbed at any tame to the producing capability of any weU shall 
mean that, l i the bght of conditions existing at the time of determination and which reasonably 
TppTar to be not temporary, such well i , producing or is or will be capable of producmgSuhent 
Hydrocarbons wbc aggregate value exceeds or will exceed the Grantors share (as the owner of 
the Subject Intert u which such well is located) of the direct cost of operating such well. 

In each case where the preceding paragraph of this Paragraph 19 permits 'he Cantor to sur
render, abandon or otherwise terminate any of the Subject Interests (or any portion thereof) then 
(a ; anv of the Subject Interests .or any portion thereof) which are so 
minuted shall upon surrender, abandonment or termination cease to be a Subject Interest, and (b , the 
Crantor. in Leu of surrendering, abandoning or terminating any of the Subject ^ ™ ^ \ ™ > ^ 0 ° 
thereof) mav sell, assign, sublease, farmout or convey the same free and clear of the Production Pay
ment without tbe consent of the Grantee, and the Grantee shall not have the nght to any proceeds 
from such sale, assignment sublease, farmout or conveyance, provided, however, that any interest 
in any such Subject Interest (or any portion thereof) which may be excepted from such sale, assign
ment, sublease, farmout or conveyance and retained by the Crantor shall not be released thereby from 
the Production Payment. 

20 Exception to Pavments. The acceptance by the Grantee of anv payment hereunder shall 
not preclude the Grantee from taking exception to the correctness of the amount thereof; provided, 
however, that am such exception must be specified by the Grantee <o a notice given to the Grantor 
within 12 months after the date such pas ment is made. 

21 Transfer of the Production Payment. Nothing contained in this Conveyance shall be con
strued to hmit or restrict in any wav the nght of the Grantee to ssll. convey, assign or mortgage tlie 
Production Payment, in whole or in part. 



22. Rights of Mortgagee or Trustee. If the Grantee shall at any time execute a mortgage or 
deed of trust covering all or part of the Production Payment, the mortgagee or trustee therein named 
or the holder of any obligation secured thereby shall be entided, to the extent such mortgage or 
deed of trust so provides, to exercise all of the rights, remedies, powers and privileges conferred 
upon the Grantee by the terms of this Conveyance and to give or withhold all consents required to 
b« obtained hereunder by the Grantor, but the provisions cf this Paragraph 22 shall in no way be 
deemed or consbued to impose upon the Grantor any obligation or liability undertaken by the 
Grantee under such mortgage or deed of trust or under the obhgation secured ther by. 

23. Notices. Any notice, request demand, report or other instrument which may be required 
or permitted to be given or furnished to or served upon either party hereto or othe. person succeeding 
to any interest of either party hereto shall bt deemed sufficiend; given or fjjnished and served i i in 
wri t ing and debvered to such party or person or to an officei of such party or person or deposited 
in the United States mail in a sealed envelope, registered, with postage prepaid addressed if to the 
Grantor to Pennzoil Place, P.O. Box 2967, Houston, Texas, and if to the Grantee to Pennzoil Place, 
P.O. Box 296.', Houston, Texas, or to such other address as the party or person to be addressed shall 
have designated by written notice to the party or person giving such notice or furnishing such 
report or making such .equest or demand 

2-1. Further Assurances. So long as permitted by applicable law so to do, the Grantor wil l 
f.xecute and deliver all such other and additional instruments, notices, releases, acquittances end other 
documents, and will do nl! such other acts an! things, as mav be necessary more fully to assure to 
tbe Grantee all the rights ona interests herein and hereby granted or intended so to be. 

25. Binding Efect Al! the cove »arjts tu-d agreements of the Grantor contained in thu Con
veyance shall b° deemed to be covi nants running with the lard and shall be binding upon all 
successors in interest to, and all assign or, the Grantor and shall inure to the benefit of all successors 
in interest to, and all assigns of, the Grantee. The provision, of this Conveyance; ihall inure to the 
benefit of and be bmding upon the respective successors and assigns of the Grantor and the Grantee 
from and after acceptance by the Crantee. All references herein to either the Grantor or the Grantee 
shall include thru lespeotive successors and assigns 

26. ilcI ease or Failure of Tide. No release by the Grantee of any part of the Subject Interests 
f rom the Production Payment, and no loss or faUure cf tide to any part of the Subject Interests, shall 
havo the effect of reducing the amount of the proceeds from the sale of production of Hydrocarbons 
out of which the Production Payment is dischargeable o: n iucing the amount of the Production 
Payment or creating any offset or other prejudice to the Production Payment, and the Production 
Payment shall cont;nue in full force and effect as to the remainder of the Subiect Interest until the 
f u l l amount of tha Production Payment has been received by the Grantee as hc;ein provided. 

27. Final Termination. Notwithstanding the other provisions hereof, the Production Payment 
shall, in any event, terminate 1 dav prior to the expiration of 21 years after the death of the survivor 
of all the descendants of Theodore Roosevelt, late President of the United States, who are bvir** ~o 
the date hereof. 

28. Headings. Paragraph headings used in this Conveyance are for convenience only and shall 
not afiect the construction of this Conveyance. 

I N WITNESS WHEREOF, this Restated Instrument of Conveyance of Production Payment amends 
and restates the Instrument of Conveyance of Production Payment dated as of March 1, 1974, as 
heretofore amended and restated, and thc parties have caused this Restated Instrument of Conveyance 
of Production Payment to be duly executed ir. the presence of the undersigned witnesses on the dates 
of their respective acknowledgments annexed hereto, in several counterparts, each of which is on 
original and all of which are identical. Each of such counterparts shall for all purposes be deemed 
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to be an original and all such counter; its together shall constitute but one and the same Instrument 
The date of this Instrument shall be deemed for all purposes to be the date first above written. 

Witnesses: PENNZOU. LOUISIANA AND TEXAS OFFSHORE, I K C 
.1 * a 

[CORPORATE SEAL] 

Witnesses: 

[CORPORATI SEAL] 
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T H E STATE or TEXAS 

COUNTY OF HARRIS 

BE I T REMEMBERED that I , the undersigned, a Notary Pubb'c duly qualified, sworn and acting 
in and for the County aud State aforesaid hereby certify that, on this 9th day of April, 1979: 

(Louisiana) Before aie appeared J. N. AVERETT, JR., to me personally known, who, being be me duly swom, 
did say that he is the Treasurer of PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. a Delaware 
corporahoL, and that the seal affixed to the foregoing mstrument is the corporate seal said corpora
tion and that the instrument was signed and sealed in behalf of die corporation by authority of ft* 
Board of Directors and that J. N. AVERETT, JR. acknowledged the instrument to be the free act and 
deed of the corporation. 

(Louisiana) Before me appeared HAROLD E. SORTOR, to me personally known, who, being by me day swom, did 
say that he is a CrouD Vice President of PENNZOIL COMPANY, a Delaware corporation, and that the 
seal affixed to the foregoing instrument is the corporate seal of said corporation and that the 
mstrument was signed and sealed in behalf of the corporation by authority of its Board of Directors 
nnd that HAROLD E. SORTOR acknowledged the instrument to be the free act and deed of the 
corporation, 

(Texas) Before me on this day personally appeared J. N. AVERETT, JR., known to me to be the person 
whose name is subscribed to the foregoing instrument and known to me to be the Treasurer of 
PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC., a Delaware corporation, and acknowledged to me 
that he executed said mstrument for the purposes and consideration therein expressed, and as the act 
and deed of said corporation. 

(Texas) Before me on this day personally appeared HAROLD E. SORTOR, known to me to be the person whose 
name is subscribed to the foregoing instrument and known to me to be a Group Vice President of 
PENNZOIL COMPANY, a Delaware corporation, and acknowledged to me that he executed said instru
ment for the purposes and consideration therein expressed, and as the act and deed of said corporation. 

I N WITNESS WHEREOF, I have hereunto set my hand and official uotarial seal, in the City of 
Houston, County of Harris, State of Texas, this 9th day of April, 1979. 

/ • 
i J- <J 

Notary Public in and for Harris County, Texas 

M y C o m m i s s i o n E x p u e s 

CELIA I. QARZA 
NoUry Putuc In h.rrtj Cecily tor t h . SWi of T o n 

My Comminiofi Eisim Stptsmtw 30. 1980 
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EXHIBIT A 
TO 

CONVEYANCE OF PROD" "PON PAYMENT 

Dat* 

Crater's 
HodiridTjd 
PcrceDtage 

Intent! 
B L M or State 

U g a No. 
(AU Federal leases are as shown oo Official 

Outer Continental Sb« U Leasing Maps) 

OCS-G2839 12-1-74 All of Block 352. West Cameron Area, 
West Addition, OCS Official Leasing Map, 
Louisiana Map No. LA 25.00% 

OCS-G2224 2-1-73 All of Block 532 West Cameron Area, South 
Addition, Official Leasing Map, Louisiana 
Map No. IB . 26.67% 

OCS-G2225 2-1-73 All of Block 533 West Cameron Area, South 
Addition, Official Leasing Map, Louisiana 
Map No. IB 26.67% 

OCS-G32S4 8-1-75 All of Block 563, West Cameron Area, South 
Addition, as shown on OCS Official Leasing 
Map, Louisiana Map No. LB 25.00% 

OCS-G2850 12-1-74 All of Block 609, West Cameron Area, 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. IB 6.66667% 

OCS-G2559 5-1-74 All of Block 617 West Cameron Area -
South Addition, Official Leasing Map, 
Louisiana Map No. I B 6.66667% 

OCS-C2S59 12-1-74 All of Block 236. East Cameron Area, 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 2A 16.66667% 

OCS-G2860 12-1-74 All of Block 237, East Cameron Area, 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 2A 16.66667% 

OCS-G28S2 12-1-74 All of Block 125, South Marsh Island Area, 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 3C 6.66667% 

OCS-C2883 12-1-74 .All of Block 127, South Marsh Island Area, 
South Addition. OCS Official Leasing Map, 
Louisiana Map No. 3C 6.66667% 

OCS-G2587 5-1-74 All of Block 12S South Marsh Island Area, 
South Addition, Official Leasing Map, 
Louisiana Map No. 3C 6.66667% 

OCS-C288-1 12-1-74 All of Block 129, South Marsh Island Area, 
South Addition. OCS Offidal Leasing Map, 
Louisiana Map No. 3C 6.66667% 

OCS-C2900 12-1-74 All of Block 261. Eugene Island Area, OCS 
Official Leasing Map, Louisiana Map No. 4 16.666679? 

OCS-G3156 7-1-75 All of Block 262, Eugene Island Area, 
as shown on OCS Official Leasing Map, 
Louisiana Map No. 4 . 16.66667% 

OCS-G2607 5-1-74 All of Block 312 Eugene Island Area, South 
Addition, Official Leasing Map, Louisiana 
Map No. 4A 2666667% 

OCS-G2317 2-1-73 All of Block 313 Eugene Island Area. South 
Addition. Official Leasing Map. Louisiana 
Map No. 4A 26.66667<k 



EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

£ L V or Stata 
L e w No. 

OCS-G2177 

Effective 
Date 

11-1-72 

State Lease No. 6310 5-13-74 

OCS-C2185 10-1-72 

OCS-G3193 7-1-75 

OCS-C3195 

OCS-C2947 

OCS-G2193 

OCS-G3202 

OCS-G3203 

OCS-G3206 

7-1-75 

12-1-74 

10-1-72 

7-1-75 

7-1-75 

7-1-75 

Description 

All of Block 49 South Pass Area 
as shown on official leasing map, 
Louisiana Map No. 9 . 

Tract 13018, being those portions of Blocks 57 
and 5S, South Pass Area, Pbquemines Parish, 
Louisiana, belonging to the State of Louisiana 
and not under mineral lease on March 4, 1974 
and being more particularly described in Ex
hibit A to Assignment recorded in C.O.B. No. 
406, Folio 465, Records of Plaquemines Parish, 
Louisiana 

Block 78, that portion which is more than 3 
geographical miles seaward from the line 
described in paragraph 1 of the Supplemental 
Decree of the U.S. Supreme Court entered 
December 13, 1965 in the U.S. v. Louisiana 
No. 9 Original (382 U.S. 288). South Pass 
Area, South and East Addition, as shown on 
official leasing map, Louisiana Map No. 9A . 

SV* of Block 59, Main Pass Area, that portion 
located ir Zone 2 as that zone was defined in 
the agreement between the United States and 
the State of Louisiana, October 12, 1956 and 
land war 1 of the T.': ;rd Supplemental Decree 
Lint .,4J4 U.S. 38b (December .J, 1971)), 
OCS Official Leasing Map, Lorisiana Map 
No. 10 

Block 72, Main Pcss Area, that portion located 
more than one foot seaward of the Third 
Supplemental Decree Line (404 U.S. 388 
(December 20, 1971)), OCS Official Leasing 
Map, Louisiana Map No. 10 

All of Block "3, Main Pass Area, OCS Official 
Leasing Map, Louisiana Map No. 10. That 
portion located more than one foot seaward 
of the Third Supp'emental Decree Line (404 
U.S. 388 (December 20. 1971)) 

All of Block 140 Main Pass Area as shown on 
official leasing map, Louisiana Map No. 10 

All of Block 947, Ewing Bank Area, as shown on 
OCS Official Protraction Diagram NH-15-12 

All of Block 903, Ewing Bank Area, as shown on 
OCS Official Protraction Dia- - - NH-15-12 

All ot Block N663E63, Mobii .th No. 2, 
as shown on OCS Official Leasing Map 
NH-16-10 (Also known as Block 63, Mississippi 
Canyon Area, as shown on OCS Official Pro
traction Diagram NH-16-10) 

Grantor's 
Undivided 
Percentage 

Interest 

io.oc% 

2:>.oo% 

15.00% 

25.00% 

21.00% 

21.00% 

10.00% 

21.00% 

21.00% 

10.00% 
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EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

BLM or Sure 
Lease No 

OCS-C2366 

OCS-G2372 

OCS-C311S 

OCS-G2375 

OCS-G2701 

OCS-C2704 

OCS-C2779 

OCS-G2705 

OCS-G2708 

OCS-C23S4 

OCS-G2713 

OCS-C23SS 

OCS-C2399 

OCS-C2390 

OCS-G271S 

OCS-C2719 

Effective 
Date 

8-1-73 

8-1-73 

4-1-75 

8-1-73 

7-1-74 

7-1-74 

10-1-74 

7-1-74 

7- 1-74 

8- 1-73 

7- 1-74 

8- 1-73 

8-1-73 

8-1-73 

7-1-74 

7-1-74 

Description 

AU of Block A-474. High Island Area, South 
Addition. Official Leasing Map, Texas Map 
No. 7B 

All of Block A-489. High Island Area, South 
Addition. Official Leasing Map, Texas Map 
No. 7B . . . 

All of Block A-493, High Island Area, South 
Addition, as shown on OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-520, High Island Area, South 
Addition. Official Leasing Map, Texas Mar 
No. 7B 

All of Block A-540, High Island Area-South 
Addition, OCS Official Leasing Map, Tex ts 
Map No. TB 

All of Block A-.Vo. High Island Area-South 
Addition, OCS • ffirial Leasaig Map, Texas 
Map No. 7B 

All of Block A-546, High Island ca. South 
Addition, C i Official L r sua- Map, Texas 
Map No. 71' 

All of Bloc- A-oi , High Tsland-South Add: 
tion, OCS Office Leasing Map ""-xas M i 
No. 7B 

All of Block A-548, High Area-South 
Addition, OCS Ofiica' Leasing Map, Texas 
Map No. 7B 

All of Block A-555, High Island Area, oouth 
Addition. Official Leasing Map, Texas Map 
No. 7B 

All of Block A-562, High Island Area-South 
Addition. OCS Official Leasing Map, Texas 
Map No. TB 

All of Block A-563, High Island Area, South 
Addition. Official Leasing Map, Texas Mar 
No. TB 

All of Block A-564, Hieh Island Area, 
South Addition. Official Leasing Map, 
Texas Map No. 7B . 

All of B'ock A-570, High Island Area. 
South Addition. Official Leasing Map, 
Texas Map No. TB 

All of Block A-575 High Island Area -
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

All Qf Block A-5S2 H.gh Island Area -
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 
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Grantor's 
Undivided 
Percentage 

Interest 

12,009o 

15.009*0 

16.40% 

1200% 

15.00% 

10.00% 

i l .00% 

14X0% 

14.00% 

14.50% 

12.715% 

12.00% 

12.00% 

20.00% 

20.00% 

14.118% 



EXHLBiT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

B L M or State 
Lease No. 

OCS-G2398 

OCS-G2403 

OCS-G3314 

OCS-G2409 

OCS-G2737 

OCS-G2414 

OCS-G2416 

OCS-G2418 

OCS-G2422 

OCS-C2739 

OCS-G2426 

OCS-G2429 

OCS-G2745 

OCS-G2746 

OCS-C2766 

Grant or* 5 
Undivided 
Percentage 

Interest 
Effective 

Date Description 

8-1-73 All of Block A-273, High Island Area, 
East Adding-;, South Extension. Official 
Leasing Map, Texas, Map No. 7C 1350% 

8-1-73 All of Block A-279, High Island Area, 
East Addition, South Extension. Official 
Leasing Map, Texas Map No. 7C 17.00% 

4-1-76 All of Block A-288, High Island Area, 
East Addition, South Extension, as 
shown on OCS Official Leasing Map, 
Texas Map No. 7C 17.00% 

8-1-73 All of Block A-312, High Island Area, 
East Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C . 18.11538% 

7- 1-74 All of Block A-316 High Island Area -
East Addition — South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 21.132% 

8- 1-73 All of Block A-323, High Island Area, 
East Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C 14.00% 

8-1-73 All of Block A-325, High Island Arsa, 
East Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C 68.57143% 

8-1-̂ 3 All of Block A-327, High Island Area, 
East Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C 10.00% 

8-1-73 All of Block A-332, High Island Area, 
East Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C 10.00% 

7- 1-74 All of Block A-339 High Island Area -
East Addition — South Extension, 
OCS Official Leasing Map. Texas Map No. 7C 34.00% 

8- 1-73 All of Block A-340, High Island Area, 
East Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C 34.00% 

8-1-73 All of Block A-351, High Island .Area, 
East Addition. South Extension. 
Official Leasing Map, Texas Map No. 7C 43.94625% 

7-1-74 All of Block A-355, High Island Area -
East Addition — South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 11.33% 

7-1-74 All of Block A-356, High Island Area -
East Addition — South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 15.00% 

7-1-74 All of Block A-403 High Island .Area -
East Addition — South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 10.00% 
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EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

B L M or State 
Lease No. 

OCS-C3417 

OCS-C3409 

OCS-G3416 

OCS-C3500 

OCS ^2367 

OCS-G3756 

OCS-G3757 

OCS-G3766 

OCS-C37S6 

Effective 
Dale 

1-1-77 

1-1-77 

1-1-77 

8-1-': 

6-1-73 

6-1-76 

6-1-7S 

6-1-76 

6-1-7S 

Crantor'i 
Undivided 
Percentage 

Description lntemt 

That portion of Main Pass Blocks 72 and 74 
located mo'e than three geographical miles 
seaward from the Une described in the supple
mental decree of tlie U.S. Supreme Court, 
June 16,1975, (U.S. vs Louisiana. 422 U.S. 13) 
to one foot seaward of the Third Supplemental 
Decree Line (404 U.S. 388. December 20. 
1971). as shown on OCS Official Leasing Map, 
Louisiana Map No. 10 25.00% 

All of Block 351, Eugene Island Area, South 
Addition, as shown on OCS Official Leasing 
Map, Louisiana Map No. 4A 25.00% 

That portion of South Pass Block 57 located more 
than three geographical miles seaward from 
the line described in the supplemental decree 
of the U.S. Supreme Court, Jur • '6, 1975 
(U.S vs Louisiana, 422 U.S. 13) v one foot 
seaward of the Third Supplemental Decree 
Line (404 VJS. 388. December 20. 1971). as 
shown on OCS Official Leasing Map, Louisi
ana Map No. 9 20.00% 

All of Block 253, West Cameron Area, as shown 
on OCS Official Leasing Map. Louisiana Map 
No. 1 30.00% 

S 4 of NE V4 and SE VA of Block \-475, High 
Island Area. South Addition, as shown on 
OCS Official Leasing Map. Texas Map No. 7B 1200% 

All of Block A-522. High Island Area, South 
Addition. OCS Official Leasing Map, Texas 
Map No 7B 30.00?r 

All of Block A-551. High Island Area. South 
Addition. OCS Official Leasing Map. Texas 
Map No 7B 16.67% 

All of Block 510 West Cameron Area. South 
Addition. OCS Official Leasing Map. Louisi
ana Map No. IB 16.669 

All of Block 372. Eugene Island Area. South 
Addition. OCS Official Leasin- Map, Louisi
ana Map No 4A 15.005c 

This Conveyance is subject to the teims and provisions of the above-described oil and gas leases 
and according!;., the Subject Hydrocarbons and the proceeds therefrom shall be calculated after 
deducting the proportionate share of the royalties reserved in each such lease attributable to Grantor's 
said undivided percentage interest in such lease 

Lease Nos OCS-C2S39. OCS-C2225. OCS G2S50. OCS-G2559. OCS G2607. OCS-C2317. OCS-C 
3193, OCS-C3155. OCS-C2947 and OCS-C3417 referred to above are each subject to an Operating 
Agreement between Mobil Oil Corporation, as operator, and the Crantor, et al., as non-operators. 
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Lease No OCS-C2224 referred to above is subject to on Operating Agreement between Chevron 
OU Company, as operator, and the Grantor, et al., as non-operators. 

Lease Nos. OCS-C32S4, OCS-G2859. OCS-C2S60, OCS-C2882, OCS-C28S3, OCS-G2587, OCS-
G2SS4. OCS-C2895. OCS-G2900, OCS-C3156, OCS-C21S5, OCS-G3202, OCS C;3203, OCS-G2366, 
OCS C2372, OCS-G311S, OCS-C2701, OCS-C23S4, OCS-C2713. OCS-G23S8 OCS-C23S9, OCS-G2710. 
OCS-C2416, OCS-C2426, OCS-G2429. OCS-C2766. OCS-C3409, OCS-G3418, OCS-C3500 and State 
Le No. 6310 referred to above are each subject to an Operating Agreement between the Grantee, 
as operator, and the Grantor, et al., as non-opeiators. 

Lease Nos 'CS-C2177. OCS-G2193 and OCS-G3206 referred to above are each subject to an 
Operating Agree ent between Gulf Oil Corporation, as operator, and die Grantor, et a l n as non-
operators. 

Lease Nos OCS-C2403 and OCS-G3314 referred to above are each subject to an Operating Agree
ment between Marathon Oil Company, as operator, and the Grantor, et al., as non-operators. 

Lease Nos. OCS-G2378, OCS-C2737, OCS G2414, OCS-G2745 and OCS-C2746 referred to above 
are each subject to an Operating Agreement between Cities Service Oil Company, as operatoi, and the 
Grantor, et al., as non-operators. 

Lease Nos. OCS-G2409, OCS G2416 and OCS-C2422 referred to above are each subject to an 
Operating Agreement between Sun Oil Company (Delaware), as operator, ?• d the Crantor. et al., as 
non-operators. 

Lease Nos. OCS-C2390 and OCS-G2718 referred to above are each subject to an Operating Agree
ment between Exxon Corporation, as operator, and the Crantor, et al., as non-operators. 

Lease No OCS-C239S referred to above is subject to an Operating Agreement between Arninoil 
Development. Inc. as operator, and the Grantor, et al., as non-operators. 

Lease Nos. OCS-C2704, OCS-G2779, OCS-C2705 and OCS-2706 are each subject to an 
Operating Agreement between Texaco Inc., as operator, and the Grantor, et aL, as non-operators. 

Tbe Grantor's interests in Lease Nos OC3-C2224, OCS-G2225, OCS-C222S and OCS-G21S5 
referred to above are subject to Advance Payment Agreements dated as of June 13, 1973, as amended, 
between Crantor and United Gas Pipe Line Company. 

The Grantor's interests in Lease Nos OCS-G2SS3, OCS-G3417, OCS-C3195, OCS-C2947, 
OCS-G2414. OCS-C237S. OCS-G-2SS2. OCS-G25S7. OCS-C2607, OCS-C2317 and OCS-G2193 are 
subject to liquids purchase agreements between Grantor and Atlas Processing Company. 

The Crantor* interests in Lease Nos OCS-G2S39. OCS-C2224. OCS-C2225. OCS-C2177, OCS-
G21S5, OCS-C3193 OCS-G3195, OCS-C2947, OCS-G2193. OCS-C3202. OCS-G3203. OCS-C3206, 
OCS-G2366, OCS-C2372, OCS-G311S. OCS-G237S, OCS-G2701, OCS-C2704, OCS-C2779, OCS-
G2705. OCS-G2706, OCS-C23S4. OCS-C2713. OCS-C23S5, OCS-C2389, OCS-C2390. OCS-G2716, 
OCS-C2719, OCS-C239S. OCS-G2403. OCS-C3314, OCS-C2409, OCS-G2737, OCS-C2414 OCS-
C2416. OCS-G2418, OCS-C2422, OCS-C2739, OCS-G2426. OCS-C2429. OCS-C2743, OCS-G2746, 
OCS-C2766. OCS-C3417 and OCS-G3416 are subject to gas purchase contracts between Grantor and 
L'nited Gas Pipu Line Company. 

The G'-ntor's interests in Lease Nos. OCS-C32S4, OCS-G2S50, OCS-G2559, OCS-C25S2, OCS-
C2oS7, OCS-G2SS3, OCS-G2900. OCS-G3156. OCS-G2607. OCS-G2317. OCS-G2S59, OCS-C2860, 
OCS-C2SS3. OCS-C3409 and OCS-C.3500 are subject to gas purchase contracts between Crantor and 
Sea Robin Pipe Line Company. 

The Grantor's interest ir. Lease No. OCS-G2701 is subject to a Partial Assignment of Oil and Gas 
Lease dated as of July 1. 1977. among Grantor, Pennzoil Offshore Gas Operators. Inc. (now named 
Pogo Producing Company), et ai., as assignors, and Mobil Oii Corporation, et rd., as assignees. 
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The Grantor'i interests in Lease Nos. OGS-G2366 and OCS-C2387 referred to ebove are subject 
to a Farmout Agreement dated April 27, 1978, as amenc'-.'d, sjnong Ka*r-Mi-C*i Cs. Bon, et al
as owner or farmor, and Crantor, et al., as farmee. The Grantor's uitrrctt • »..-.^ M . 2367 con
sists of operating rights arising frori said Farmout Agreement 

The Grantor's interest in State Lease No. 63hi referreo tn ehc*t i* - a gas purchase 
contract between Grantor and United Gas Pipe Line CofPpai" u>i-v v - . are condiboned 
on the approval of or waiver hy the State of Louisiana 

The Grantor's interests in Lease Nos. OCS-G2:. and GCr-i *t .u' ject to liquids pur
chase agreements betweeen Grantor and Sun Production Company. 

The Grantor's interest in Lease No OCS G2*29 iffermj t~ above i> subject to a Unitization 
Agreement dated May 1, 1978, USGS Contract #14-CS i<X,i-iOgaO. 

The Grantor's interests in Lease Nos. OCS-C2L>» XJC-0225 refrrred to above are each 
subject to a Unit Plan, a Unit Operating Agreement, .-.id Plans of Operation among Mobil Oil 
Corporation, as unit operator, and Crantor, et al 

The Grantor's interest in OCS-G2499 referreu to above is subject to an Assignment of Operating 
Rights among Crantor, et al., as assignors, and Mesa Petroleum Co., et ci, as assignees, and is 
subject to a Gas Availability Agieement between Grantee and United Gas Pipe Line Company. 
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PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. , ' 
CONFIRMAIION OF ASSIGNMENT _ > , . v 

I JJF 
IT IIS CONFIRMATION OF ASSIGNMENT dared as of April 1. 1979 (the "'rarmrmatftra' , j 

between PennzoU Louisiana and Texas Offshore, Inc. • ihe "Compan•/"), aad The first Natsoaflt Bank y 
of Chicago, as Agent for the Banks mentioned below (the "Agent"), ^ ' . \ . / 

WrrvtssrrH THAT: 
WKEIUXAS, the Company entered into a Bank Credit Agreement (the "Credit Agreement"), 

dated as of March 1, 1974, with The First National Bank ol Chicago, the other Banks referred to in 
Section 2 of the Credit Agreement and the Agent providing for loans (the "Loans") to the Company 
by the Banks then parties 'o the Credit \.:reement in au aggregate principal amount not in 
excess of $100,000,000, to be 'jvidecced by the promissoiy notes of the Company (the "Notes"); 

WUSR-CAS, the Company executed, acknowledged and delivered to Pennzoil Company ("PennzoU") 
a conveyance of production payment dated as of March 1, 1974, substantially in the form fc" 
Appendix 1 (the "Conveyance"') to that certain F'oductoon Payment Agreement, dated as of 
March 1, 1974, between PennzoU and the Company (the "Production Payment Agreement"), all as 
provided in Section 2.3 of the Production Payment Agreement; 

WHEREAS, in order to stcure the fuU and complete performance by the Company of its obligations 
under the Credit Agreement, the Con pany agreed therein to assign its rights and options in, to 
and under the Production Payment Agreement to cause PennzoU either (a) to pay the Company, as 
the purchase price for the production payment conveyed by the Company to PennzoU as aforesaid, 
an amount equal to the principal amount of such production pavment, such principal amount to 
equal the aggregate principal amount of the loans, plus accrued interest thereon and commitment 
fee appUcable thereto, i i any, outstanding under the Credit Agreement on the date, if any, upon 
which such payment is made, or (b) to execute, acknowledge and deliver to the Company, at its 
expense, :-ah instrument or instruments as may be necessary or appropriate to release, relinquish 
and extinguish as fully discharged, such production payment; 

WHEREAS, in order to induce the Banks then parties to the C-edit Agreement to make loans 
pursuant to the Credit Agreement and to secure the performance by the Company of its obligations 
under die Credit Agreement, including its obligation to pay the Notes (the "Credit Agreement 
Obligations"), the Company executed, acknowledged and delivered to the Agent an .Assignment 
dated as of March 1, 1974 (the "Assignment"), a conformed copy of which is attached hereto as 
Appendix I (in which PennzoU joined for the limited purposes set forth therein), by which the Com
pany assigned, transferred and set over to the Agent for the proportionate benefit of die Banks then 
parties to the Credit Agreement as their interests may appear all the right, title and interest of the 
Company in, to and under the Production Payment Agreement, save and except, however, those 
rights of the Company relating to thc sale of gas produced from the Leasehold Interests provided 
for in Article III of the Production Payment Agreement (such right, tide and interest of the Company 
in the Production Payment Agreement, save and except such rights relating to the sale of gas, being 
herein and in the Assignment referred to as the "Production Payment Rights"), together with the 
right, tide and interest of the Company in, to and under any amendment of the Production Payment 
Rights or additions thereto; 

WHEREAS, the Credit Agreement, the Production Payment Agreement and the Conveyance were 
amended and restated as of May 1, 1976 to reflect an extension of the maturity of the credit 
available to the Company under the Credit Agreement, an increase in the amount oi that credit to 
S2y0.G00.00O and the addition of Manufacturers Hanover Trust Company, Security Pacific National 
Bank, Wslis Fargo Bank National .Association, The Northern Trust Company, European-American 
Bank i Trust Company and The First National Bank of Boston as parties to the Credit Agreement, 
and for other purposes; 
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soon as there has been sufficient elapse of tune chat, in the opinion of the Banks, the continuation of 
tha aacurity interest under the Assignment is no longer necessary to protect the Banks from loss or 
expense by reason of any claim that the payment might constitute a preference or otherwise be 
subject to being voided, (ii) shall be binding upon the Company and Pennzoil their respective 
successors and assigns, (iii) shall inure to the benefit of and be enforceable by the Agent and the 
Banks, their respective successors, transferees and a-signs. and (iv) shall be deemed to have been 
made under and shall be governed by the laws of the State of Texas. 

I N WrrvESs WHEREOF, the parties hereto have caused this Confirmation to be executed by their 
respective officers thereunto duly authorized as of the day first above written. 

PENNZOU. LOUISIANA AND TEXAS OFTSHORE, LNC 

[ S E A X ] 
By 

PENNZon. COMPANY 

Title: Group Vice President 

THE FIRST NATIC V L BANT OF CHICAGO, as Agent 

[SEAX] 
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T H E STATE OF TEXAS 

CoUNTT OF HARRIS 

(Lcuisiaaa; 

(Louisiana) 

(Texas) 

(Texas) 

DE I T REMEMBERED that I , the undersigned, a Notary Public >-.jy qualified, sworn and acting 
in and for the County and State aforesaid, hereby certify that, on this OA day of April, 1979-

Before me appeared J. N . Averett, Jr., to me personally known, w.io, "?ing by me duiy sworn, did 
say that he is the Treasurer of PENNZOO. LOUISIANA AND TEXAS OFFSHORE, 1st, a Delaware corpora

tion, and that the seal affixed to the foregoing instrument is the corporate sea. of said corporation ind 
that the instrument was signed and sealed in behalf of the corporation by authority of its Board of 
Directors and that J. N . Averett, Jf. acknowledged the instrument to be the free _^t and deed of 
the corporation. 

Before me appeared Harold E. Sortor, to me personally known, who, being by me duly swom, did 
say that he is Group Vice President of PENNZOO, COMPANY, a Delaware corporation, and that the seal 
affixed to the foregoing instrument is the corporate seal of said corporation and t h i i the instrument 
was signed and sealed in behalf of the corporation by authority of irs Board of Directors and that 
Harold E. Sortor acknowledged the instrument to be the free act and deed of the corporation. 

Before me on this day personally appeared J. N. Averett, Jr., known to me to be the person whose 
name is subscribed to the foregoing instrument and known to me to be thc Treasurer of PENNZOO. 
LOUKIANK AND TEXAS OFFSHORE, INC., a Delaware corporation, and acknowledged to me that he 

executed said instrument for the purposes and consideration therein expressed, and as the act and 
deed of said corporation. 

Before me on this day :^rsonally appeared Harold E. Sortor, known to me to be the person whose 
name is subscribed to the egoing instrument and known to me to be a Group Vice President of 
PEN.YZOIT, COMPANY, a Delaware corporation, and acknowledged to me that he executed said instru
ment for the purposes and consideration therein expressed, and as the act and deed of said corporation. 

I N WrrNESS WHEREOF, I have hereunto set my hand and official notarial seal, in the City of 
Houston, County of Harris, State of Texas, this 9th day of April, 1979. 

Notary Public in and for Harris County, Texas 
My Commission Expires , 

CCUA I. GARZA 
Hot»rt 'UN* I" M , r n * Csur.ry tjr :M Suu cf Ttui 

My Commits^ Dpius SseU-ntwr 30. 1388 

[NOTARIAL SEAL] 
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T H E STATE O? ILLINOIS 

COUNTT OF COOK 

BE I T REMEMBERED that I , the undersigned, a Notary PubUc duly q^d ied , swom and acting 
in and for the County and State aforesaid, hereby certify that, on this \ \ day of April, 1973: 

(Louisiana) 3 e f o r e m e appeaxed'J- ^ V M V»WU , to me personally known, who, being by me duly swom, 
did say that he is* >f««* r V a V ^ d C ^ V 0 f THE FIRST NATIONAL BANT, OF CH-CACO, a national banking 
association, and that the seal affixed to the foregoing instrument is the corporate seal of said 
corporation and that the instrument was signed and sealed in behalf of the corporation by authority 
of its Board of Directors and that^»$.6Vr*»i\IHA»& acknowledged the mstrument to be the free act 
and deed of the national banking association. 

(Texas) Before me on this day personaUy appeared^^ 6c fc*44»UL£ , known to me to be the person 
whose name is subscribed to the foreg ing instrument and known to me to be a V % Ca rV-*4 »<lawV 
of THE FIRST NATIONAL BANK OF CHICAGO, a national banking association, and acknowledged to me 
that he executed said instrument for the purposes and consideration therein expressed and in the 
capacity therein stated, and as the act and deed of said national banking association. 

I N WITNESS WHEREOF, I have hereunto set^ny hand and official notarial seal, in the City of 
Chicago, County of Cook, State of Illinois, this IA day of April. 1979. 

Notary PubUc in and for Cook County, Ulir-is 
My Cornmission Expires , . . . 

% a. a a,, 

[NOTARIAL SEAL] 
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APPENDIX I 

[ Co NTORMTL COPTJ 

PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. 
ASSIGNMENT 

THIS ASSIGN' 'FNT dated as of March L 1974 (the "Assignment"), from Pennzoil Louisiana 
and Texas Offshore. (the "Company") to The First National Bank of Chicago, as Agent for the 
Banks mentioned below (the "Agent"), 

WrrxrssTTH THAT: 

WHEREAS, the Company has entered into 1 Bank Credit Agreement (the "Credit Agreement"), 
dated as of March 1, 1974, with The First National Bank of Chicago, the other Banks referred to in 
Section 2 of the Credit Agreement (tbe "Banks") and the Agent providing for loans (the "Loans') 
by the Banks to the Company in an aggregate principal amount not in excess of $100,000,000, to be 
evidenced by the promissory notes of the Company (the "Notes"); 

WHEREAS, the Company has executed, acknowledged and delivered to Pennzoil Company 
("Pennzoil") a conveyance of production payment, dated as of March 1, 1974, substantially in the 
form of Appendix 1 to that certain Production Payment Agreement, dated as of March 1, 1974, 
between Pennzoil and the Company (the "Production Payment Agreement"), all as provided in 
Section 2.3 of the Production Payment Agreement; 

WHEREAS, in order to secure the fu l l and complete performance by the Company of its obligations 
under the Credit Agreement, the Company has ."greed therein to assign its rights and options in, to 
and under the Production Payment Agreement to cause Pennzoil either (a) to pay to the Company, 
as the purchase price for the production payment conveyed by the Company to PennzoU as afore* 
said, an amount equal to the principal amount of such production payment, which principal 
amount shall equal the aggregate principal amou-.u of the loans, plus accrued Interest thereon and 
commitment fee applicable thereto, if any, outstanding under the Credit Agreement on the date, 
if any, upon which such payment is made, or (b; o execute, acknowledge and deliver to the 
Company, at its expense, «uch instrument or uistrument*. as may be necessary or appropriate to 
release, relinquish and extinguish as fully discharge-', such production payment; and 

WHEREAS, pursuant to the request of the Company and the Banks. Pennzoil proposes to join 
herein for the limited purposes set forth below; 

Now, THEREFORE, in order to induce the Banks to make loans pursuant to the Credit Agreement 
and to secure the pt-rf-.mance by the Company of its obligations under the Credit Agreement, 
including its obligation to pay the Notes (the "Credit Agreement ObUgations"), the Company hereby 
assigns, transfers and sets over to the Agent for the proportionate benefit of the Banks as their 
interests may appear all of the righv, title and interest of the Company in, to and under the Production 
Payment Agreement, save and except, however, those rights of the Companv relating to the sale of 
gas produced from the Leasehold Interests provided for in Article I I I of the Production Payment 
Agreement (such right, tide and interest of the Company in the Production Payment Agreement, 
sa /-? and except such rights relating to the sale of gas, being hereinafter referred to as the "Production 
Pa ment Rights"), together with the right, title and interest cf the Company in, to and under any 
a tendrnent of the Production Payment Rights or additions thereto. 

!. This Assignment is made by the Company to enforce, secure and provide an additional 
IT cc-as of payment of the Credit Agreement ObUgations. 

2. The Production Payment Fights may be exercised by the Agent for and on behalf c f the 
Banks upon the occurrence of an Event of Default as described in Section 11 of the Credit Agreement 
and at any time during the continuance of such Event of Default. To exercise the right of *ie 
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Company to call uprn PeruzoU to pay the purchase price of such production payment as provided 
in Section 2.4 *?» the Production Payment Agreement (the "Purchase Price Bight"), the Agent shail 
give Pennzoil i ice to such effect which shall 

(a^ specify the purchase price of the production payment (determined as provided in 
Section 2.1 of the Production Payment Agreement) to be paid by PemizoU pursuant to such 
request, and 

(b) specify the date upon which the purchase price of such production payment is to be 
paid. 

Concurrendy vith the giving of such notice to Pennzoil, the Agent sha.i deliver or mad an executed 
counterpart of such notice to the Company. Giving of such notice ty the Agent to Pennzoil shall 
constitute an effective notice cf election by the Company to exercise the Purchase Price Right as 
provided for in Section 2.5 of the Production Payment Agreement T::e full amount of the purchase 
price of such production payment shall be paid by Pennzoil, withe ut setoff, counterclaim or recoup
ment whatsoever by reason of any claim of Pennzoil against the Company or otherwise, direcdy to 
the Agent on die date specified in such notice and shall be applied by the Agent to ihe payment 
of the Notes in the manner described in Section G of th:; Credit Agreement. 

3. Notwithstanding this .Assignment the Company ind Pennzoil shall havt- the right without 
the consent of the Agent or the Banks, to amend the Production Payment Agreement and the con
veyance of production payment executed pursuant thereto for the sole and limited purposes of 
releasing, or adding to, one or more of the Leasehold Interests or subjecting the same to gas sales, 
unit, operating or other agreements providing for the operation or development of the Leasehold 
Interests or the disposition of production therefrom; provided, however, that any such amendment 
shall not otherwise modify' in any respect the rights and obUgations of the Company or Pennzoil under 
the Production Payment Agreement or reduce the purchase price of said production payment 
determined is provided in Section 2.1 of the Production Payment Agreement 

4. No failure or delay on the part of Lhe Agent or the Banks in exercising any power or right 
hereunder shall operate as a waiver thereot, nor shall any single or partial exercise of any such right 
or power preclude any other suigle or partial exercise thereof or fhe exercise of any other ri-^ht or 
power hereunder. 

5. At the request of the Company and in order to induce the Banks to make the Loans tc fhe 
Company, Pennzoil agrees 

(a) with the Company that each certificate as to vali of Proven Hydrocarbon Reserves 
delivered by the Ccmpany to the Agent pursuant to Section ° i f the Credit Agreement shail be 
signed by Pennzoil to acknowledge its approval thereof and be deemed to have been deliv
ered to Pennzoil pursuant to Section 2.4 of the Production Payment Agreement, ar.d 

(b) with the Agent and the Banks that tlie breach or falure of the Company to perform pny 
of its obligations under this .Assignment or the Production Payment Agreement shall uot reduce, 
impair or adversely affect in any respect the enforceability by the Agent ana the Banks of ( i ) 
the Production Payment Rights assigned to them hereunder and ( i i ) the agreement of PennzoU 
to pay direcdy to the Agent upon the date specified in the notice given to PennzoU by the Agent 
pursuant to Paragraph 2 above an amount eoual to the purchase price of thc production pavment 
specified in such notice after any required adjustment as provided in Section 2.3 of the Produc
tion Payment Agreement 

it being the purpose and intent cf PennzoU herein to confirm to the Agent and the Banks the con
tinued effectiveness, validity and enforceabdity of the Production Payment Rights assigned to them 
hereunder throughout the term of this Assignment without regard to the periomu-nce cr breach by 
the Company of its obligations under this .Assignment or the Prod-Jcdon Payment Agreement 
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6. Pennzoil hereby represents and warrants that 

(a) It is a corporation duly organized, validly existing and in good standing under the laws 
of the State of Delaware. 1: is duly qualified to do business in those states m which it owns a 
material amount of property or transacts a material amount of business. 

lb) It has corporate power and authonty to make and carry out the Production Payment 
Agreement and this Assignment, and all such action has been duly authorized by all necessary 
corporate proceedings on its part 

(c) Since December 31, 1973 there has been uo material advene change ia the financial 
condition of Pennzod or of Pennzoil and i t . consolidated subsidiaries. 

(d) The Production Payment Agreement the conveyance of production payment executed 
pursuant thereto and this Assignment have been duly and validly executed and delivered by 
Pennzoil and constitute valid and legally binding agreements of Pennzoil enforceable in accord
ance with their terms, except as enforcement thereof is limited by bankruptcy, insolvency or 
other laws of general appbcacoa rebting to or affecting tbe enforcement of creditors' rights. 

(e) While this .Assignment continues unreleased Pennzoil shall, if notified of the exercise 
by the Agent of the right to have the purchase price paid to the Agent be unconditionally 
obhgated to pay such purchase price direcdy to tht Agent in accordance with the terms hereof. 

7. All notice*; and other communications provided for herein shall be in writing and shrJl be 
delivered or maded (or u the case of telegraphic cornmunienbon, if by telegram, delivered to the 
telegraph company and if by the telex, graphic scanning or other telegraphic communications equip
ment of the sending party, delivered by such equipment) addressed, if to tbe Company or PennzoU, 
as appropriate, at 900 Southwest Tower, Houston, Texas 77002, and if to die Agent fo it at One 
First National Plaza, Chicago. Illinois 60670. .All notices and other communications given to any 
party herein in accordance with the provisions of this Assignment shad be deemed to have been given 
when sent by registered or certified mail, if by mad, or when delivered to the telegraph company, 
charges prepaid, if by telegram, or when receipt is ackDDwledged, i± by any telegraphic communi-
cat i.es equipment of die seeder in e»'.ch case addressed to s party as provided in this Paragraph 
7 or in accordance with the litest unrevoked direction from ...ch party. 

8. This Agreement ( i ) shail remain in fuU force and effect u_:tU payment in full of all indebted
ness and obligations of the Company to each of the Banks under and pursuant to the Credit Agree
ment and the Notes, at which time the Banks will, upon request and at the expense of the Company, 
release and .eassign to the Company and PennzoU, as their interests may appear, the rights assigned 
to the Barks hereundei as soon as the.e has been sufficient elapse of tame that in ' e opinion of 
die Banks, the continuatioii of the security interest under the .Assignment is no longer necessary 
to protect the Banks from loss or expense by reason of any claim that the payment might constitute 
a preference or otherwise be subject to being voided, ( i i ) shall be binding upon the Company and 
Pennzo'l, their respective successors and assigns, (i i i) shall inure to he b and be enforceable 
by the Agent and the Banks, their respective successors, transferees ani and (iv) shaU be 
construed in accordance with the laws of the State of Texas. 
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I N WITNESS WHEREOF, the parties uereto have caused this Assignment to be executed by their 
respeciive officer* thereunto duly authorized, and in the presence of the undersigned witnesses, as 
of the day first above written. 

W i n sses: 

i l M A R Y FRANCES FORESTER 

sl CEORCIA SPIVEY 

PENNZOU. LOUISIANA AND TEXAS OFFSHORE, INC 

By sl 

ATTEST 

il 

rt. C. BRYAN 

Vice Preiident 

SALLY HAZEN 

Assistant Secretary 

(Louisiana) 

(Louu'ana) 

[ CORPORA TT SEA.., (Tezaa) 

Witnesses: 

sl M A R Y FRANCES FORESTER 

1/ CEORCIA SPIVEY 

PEVNZOIL COMPANY 

By s/ 

ATTEST: 

1/ 

W. E. CCPSOV 

Vice President 

SALLY HA£EN 

Assistant Secretanj 

(Texas) 

(CORPORATE SEAL' 
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L I S K O W & L E V I S 
A T T O R N E Y S AT LA W 

NEW O R L E A N S . LA 7 0 1 3 0 

• O M C 1 0 4 . 

LAFAYETTE. LA 7 0 B O B 

» o ac« t i o o c o c • 

New Orleans, 70139 
July 20, 1981 

Mr. John L. Rankin, Manager 
New Orleans Outer Continental Shelf O f f i c e 
Bureau of Land Management 
500 Camp St ree t , Sui te 841 
New Orleans, Louis iana 70130 

Re: Instrument <~f Conveyance of Production Payment 
Pennzoil Company, Pennzoil Producing Company, 
Peni o i l O i l & Gas,Inc. and Duval Corporation 
to New nunstan, Inc . 

Dear Mr. Rankin: 

By instrument of Conveyance of Production Payment 
(the "Conveyance") dated July 16, 1981 executed by Pennzoil 
Company, Pennzoil Producing Company, Pennzoil O i l & Gas, Inc. 
and Duval Corporation (the "Grantors") i n favor of New Dunstan 
Inc. (the "Grantee"), the Grantors conveyed to Grantee a pro
duction payment r e l a t i n g to tha properties and in t e r e s t s des
cribed in Part One and Part Two of Exhibit A attached to the 
Conveyance, i n c l u d i n g the i n t e r e s t s of Grantors i n and to the 
federal OCS o i l and gas leases which are described i n Part One 
of Exhibit A to the Conveyance ("Part One of Exhibit A"). A 
copy of Part One of Exhibit A i s attached to t h i s l e t t e r as a 
part thereof. 

Enc.osed i s a Jully executed counterpart of the Con
veyance with a complete ccpy cf Part One and Part Two of Exhibit 
A attached thereto. In order to place t h i r d parties on notice 
as to the execution and efficacy of the Conveyance, please f i l e 
t h i s p a r t i c u l a r counterpart of the Conveyance, with a oopy of 
t h i s l e t t e r attached thereto, i n the f i l e maintained by your 
o f f i c e with respect to Lease OCS-G 2115. 



July 20, 1981 

LISKOW & Lewis 

M O C 2 

Alos enclosed are s i x t y - s i x (66) f u l l y executed 
counterparts o c the Conveyance. In so fa r as Exh ib i t A i s 
concerned, these counterparts have attached thereto only 
Part One of E x h i b i t A. In order t ha t t h i r d par t ies w i l l 
be placed on n o t i c e as to the execution and e f f i c a c y of 
the Conveyance, please f i l e one o f these counterparts o f 
the Conveyance, w i t h a copy of t h i s l e t t e r attached there
t o , i n the f i l e maintained by your o f f i c e w i t h respect to 
each of the Federal OCS leases l i s t e d i n Part One of Exhi-
b i t A (other than Lease OCS-G 2115) . 

Enclosed i s our check i n the amount of $1,675.00 
i n payment of f i l i n g fees. 

I t would be appreciated i f you would acknowledge 
tha t f i J i n g as above requested has been accomplished by 
signing a l l copies of t h i s l e t t e r i n the space provided 
below. 

WMM:eeb 

FILED AS REQUESTED 

B Y . (Orig. ggd) Ruby I. 3o«hm 
•̂ 2/ John L. Rankin, Manager 

New Orleans Outer Continental 
Shell O f f i c e 

Bureau of Land Management 

Yours very t r u l y , 

LISKOW & LEWIS 

Date: July J 0 . 1981 



PART ONE 

OFFSHORE SL'BJECT INTERESTS 

TEXAS 

B L M or Stata 
L * S M No. 

Effective 
Ditc 

OCS-G-239fi 8- 173 

OCS-G-2403 8- 1-73 

OCS-G-2414 8- 1-73 

OCS-G-2416 8- 1-73 

OCS-G-2410 9- 1-73 

OCS-G-2422 8- 1-73 

OCS-G-2739 

OCS-G-2426 

OCS-G-2745 

7- 1-74 

8- 1-73 

OCS-G-2429 3- 1-73 

r-1-74 

Deirrim ion 

A l l of Block A-273. High Island Area, 
East Addition. Souui Extension 
OCS Official Leasing Map, Texas Map 
Nc. 70 

A l l of Block A-2.9, Hiffh Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

A l l of Block A-323. High Island Area, 
East Addition. South Extension 
OCS Official Leasing Map, Te.tas Map 
No. 7C 

A l l of Block A-325. High Island Area-
East Addition. South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

A l l of Block A-327. High Island Area, 
East Addition. South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

A l l of Block A-332. Hich Island Area, 
East Addition, South Extension. 
OCS Official Leasing Map. Texas 
Map No. 7C 

A l l of Block A-339, Hiirh Island Area, 
East Addition. Sou h Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

A l l of Block A-340. Hitrh Island Area, 
East Addition. South Extension. 
OCS Official Leasing Map. Texas 
Map No. 7C 

AM of Blook A-351. Hiirh Island Area. 
East Addition. South Extension, 
OCS Official Leasing Map. Texas 
Map No. : r 

A l l of Block A-355. High Islund Area, 
East Addition. South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

N t R«vtnc» Int rmt 
POOI PTC 

1.12639 11.24999 

1.00124 14.16666 

1.00124 11.66662 

7.22016 57.14286 

1.00124 8.33333 

1.00124 8.33333 

1.00124 28.33332 

1.00124 28.33332 

2.S832S 36.62186 

'.34246 9.44166 
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B L M or State Effective 
Lease No. Date Description 

Net flevcnuc Inrerert 
POCI PPC 
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BLM or State Effective 
Date 

OCS-G-2390 8- 1-73 

OCS-G 2719 7- 1-74 

Description 

A l l of Block A-370. Hiirh island Area. 
South Addition, OCS Official Leasing 
Map, Texas Map Xo. 7B 

A l l of Block A-582, High Island Area, 
South Addition. OCS Official Leasing 
Map, Texas Map Xo. 7B 

Net Revenue Interest 
POCI PPC 

1.01958 16.97190 

1.17780 11.76499 

St. Ls. 7604 4-17-7S 

LOUISIANA 

TRACT 14S36 — PORTION OF 
BLOCK 3 8ABIXF PASS AREA, 
Cameron Parish. ! i>;ana. That 
portion of Bio k 3. Stt„lne Pass Area, 
Cameron Parish. Louisiana, belong
ing to the State of Louisiana and not 
under a mineral lease on January 23, 
1978. described as follows: Beginning 
at a point on the Xorth line of Block 3, 
Sabine Pass Area having Lambert 
Plane Coordinates of X - 1.217.355.14 
and Y - 364,274.14: thence East 
9.612.44 feet along said Xorth line to 
a point having Lambert Plane Coor
dinates of X - 1.227.467.58 and 
Y - 364.274.14: thence Southerly and 
Southwesterly along an arc having a 
radius of 18.240.60 feet nnd a vertex 
of X - 1.209.227 and Y - 364.245 
to a point on the South line of said 
Block 3, havinir Lambert Plane 
Coordinates of X - 1,219.987.06 and 
Y - 349.5K.10: thence West 2.131.92 
feet along said South line to a point 
having Lambert Plane Coordinates of 
X - 1.217,855.14 and Y -349.516.10; 
thence North 14.758.04 feet to the 
point of beginning, estimated to 
contain approximately 2,497.59 acres. 
as shown outlined in red on a plat 
on file in the Office of the Secretary, 
Department of Natural Resources, 
LESS AND EXCEPT that portion 
thereof, if auy. which is more than 
three nautical miles from the coast 
line as determined by the Report of 
the Special Master in the litigation in 
the Supreme Court of the United 
States styled United States v. State 
of Louisiana et al. Xo. 9 Original, 

38.125 
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B L M or State Effective 
Leaje No. Date 

OCS-G-4144 9- 1-79 

OCS-G-4379 11- 1-80 

OCS-G-2S39 12- 1-74 

OCS-G-2224 2- 1-73 

OCS-G-2225 2- 1-73 

OCS-G-32S4 3- 1-75 

OCS-G-2436 8- 1-73 

OCS-C-2021 2- 1-71 

OCS-G-2850 12- 1-74 

OCS-G-2559 

D»<-r ' 'n( f r>n 

said three mile line as set out in the 
June. 1975. decree ot' the Supreme 
Court. All bearimrs are based on 
Louisiana Lambert Plane Coordinate 
System (South Zone). 

That portion of Block 3 which is more 
than three treograph ical miles seaward 
from the line described in the supple
mental decree of the U.S. Supreme 
Court. June 16.1975 (United States 
vs. Louisiana. 422 U.S. 13) Sabine 
Pass Area, as shown on OCS Official 
Leasing Map. Louisiana Map No. 12. 

A l l of Block 53. West Cameron Area, as 
shown on OCS Leasing Map. Louisiana 
Map No. 1 

Al l of Block 352. West Cameron Area. 
West Addition. OCS 0* :al Leasing 
Map. Louisiana Map " . IA 

A l l of Block 532. West Cameron Area. 
South Addition. OCS Official Leasing 
Map. Louisiana Map No. IB 

All of Block 533. West Cameron Area, 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

Al l of Block 5(13, West Cameron Area, 
South Addition, as shown on OCS 
Official Leasinir Map. Louisiana Map 
No. IB 

PCCI PPC 

41.66663 

41.66665 

8.34372 20.833' 

2.22609 

2.22609 22.22499 

25.0311 > 20.S3332 

All of Block 586 
South Addition 
Map, Louisiana 

All of Block 587, 
South Addition, 
Louisiana Map 

Al l of Block 609. 
South Addition. 
Map, Louisiana 

A l l of Block 617. 
South Addition. 
Map. Louisiana 

. West Cameron Area, 16.63742 
, OCS Official Leasing 
Map No. IB 

West Cameron Area, 22.80504 
, Official Leasing Map, 
No. 1 B 

West Cameron Area, 
OCS Official Leasing 
Map No. IB 

West Cameron Area, 
OCS Official Leasing 
Map No. IB 

8.89996 5.55555 

9.S9996 • J.OOOOO 
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BLM or State ESectfo 
Leaae No. Date 

0C3-G-236Q 12- 1-74 

OCS-G-2045 1- 1-71 

OCS-G-2062 2- 1-71 

OCS-G-2439 8- 1-73 

OCS-G-2078 2- 1-71 

0CS-G-28S2 12- 1-74 

0CS-G-2S83 12- 1-74 

0CS-G-25S7 5- 1-74 

OCS-G-0479 12- 1-54 

OCS-G-047S 1- 1-55 

OCS-G-2102 2- 1-71 

OCS-G-2900 12- 1-74 

OCS-G-3156 7- 1-75 

Vet Revenue Tntere<t 
DeioriptloB POCI PfC 

All of Block 237. Fost Cameron Area, 2.22499 5.55555 
South Addition, OCS Official Leasing 
Map, Louisiana Map Xo. 2A 

All of Block 270, East Cameron Area, 16.68741 
South Addition. OCS Official Leasing 
Map, Louisiana Map Xo. 2A 

All of Block 334, East Cameron Area, 23.36239 
South Addition, OCS Official Leasing 
Map, Louisiana Map Xo. 2A 

Al l of Biock 335, East Cameron Area. 23.3623!) 
South Addition. OCS Official Leasing 
Map, Louisiana Map Xo. 2A 

All of Block 223, Vermilion Area. OCS 17.9273 
Official Leasing Map, Louisiana Map 
No. 3 

Al l of Block 125. South Marsh Island 
Area, South Addition. OCS Official 
Leasing Map, Louisiana Map No. 3C 

.11 of Block 127. Sooth Marsh Tsland 
Area. South Addition, GCS Official 
Leasing Map, Louisiana Map Xo. 3C 

Al l of Block 123. South Marsh Island 
Area. South Addition. OCS Official 
Leasing Map. Louisiana Map No. 3C 

All of Block 53. Eugene Island Area as 
shown on Official Leasing Map, 
Louisiana Map Xo. 4 Outer Continental 
Shelf Leasing Map (Louisiana 
Offshore Operations) 

E ! '. of Block 116. Eugene Island Area as 
shown on Official Leasing Map. 
Louisiana Map Xo. 4 Outer Continental 
Shelf Leasinir Map (Louisiana 
Offshore Operations) 

All of Block 256. Eugene Island Area. 
OCS Official Leasing Map. Louisiana 
Map Xo. 4 

All <->f Block 261. Eugene Island .\.rea. 
OCS Official Leasing Map, 
Louisiana Map Xo. 4 

All of Block 262. Eugene Is ' \nd Aiea, 
as shown on OCS Official Leasing 
Map, Louisiana Map No. 4 

3.S9995 5.55555 

8.89995 5.55555 

S.S9995 5.55555 

S3.33333 

41.66665 

23.1054 

5.56247 13.38338 

5.56247 13.88888 
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BLM or Stato Effective 
Lease No. Date 

OCS-G-2104 2- 1-71 

OCS-O-2607 15- 1-74 

OCS-G-2115 1- 1-71 

OCS-G-2317 2- 1-73 

OCS-G-3332 3- 1-76 

OCS-G-3409 1- 1-77 

OCS-G-0323 5- 1-60 

OCS-G-1525 7- 1-67 

OCS-G-19S4 9- 1-70 

OCS-G-2177 11. 1-72 

OCS-G-3,:" 1- 1-77 

Net Revenue Interest 
POGJ PfC 

6.76497 

Description 

All of Block 295. Eugene Island Area, 
South Addition. OCS Official Leasing 
Map. Louisiana Map Xo. 4A 

Al l of Block 312. Eugene Island Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map Xo. 4A 

Al l of Block 330, Eugene Island Area, 
South Addition. OCS Official Leasing 
Map Xo. 4A 

All of Block 333, Eugene Island Area, 
South Addition. OCS Official Leasing 
Map Xo. 4A 

A l i of Block 337, Eugene Island Area, 
South Addition, as shown on OCS 
Official Leasing Map, Louisiana 
Map Xo. 4A 

A l l of Block 351. Eugene Island Area, 8.34371 20.83333 
South Addition, as shown on OCS Official 
Leasing Map, Louisiana Map Xo. 4A 

2.22499 22.22221 

16.68741 

o •"'ô vjQ °°.22221 

16.68741 

A l l of Block 186, Ship Shoal Area, aa 
shown on Official Leasing Map, Louis
iana Map Xo. 5. Outer Continental 
Shelf Leasing Map (Louisiana Off
shore Operations) 

Al l of Block 222. Ship Shoal Area, 
OCS Official Leasing Map. 
Louisiana Map Xo. 5 

X i . Rlwk 225. Shin Shoal Area, 
OCS Official Leasing Map, 
Louisiana Map Xo. 5 

Al l of Block 49 South Pass Area, as 
shown on OCS Official Leasing Map, 
Louisiana Map Xo. 9 

That nortion of South Pass Block o7 
located more than three geograpHcal 
miles seaward from the line described 
in the supplemental decree of the 
F.S. Supreme Court. June 16.1975 
(U.S. vs. Louisiana. 422 U.S. 13) to 
one foot seaward of the Third Supple
mental Decree Line (404 U.S. 338. 
December 20.1971) as shown on OCS 
Official Leasing Map, Louisiana 
Map Xo. 9 

28.33332 

15.33332 

19.79165 

3.3. ,'48 8.33333 

6.67497 16.66661 
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BLM iv Stale 
Lease N-.. 

"St. Ls. •' 10 

Effective 
Date 

5-13-74 

OCS-G-21S5 10- 1-72 

OCS-G-3105 7- 1-75 

OCS-G-3417 1- 1-77 

OCS-G-2947 12- 1-74 

Descripticn 

Tract 1301S. being those portions of 
Blocks 57 and 58. South Pass Area, 
Plaquemines Parish. Louisiana, 
belonging to the State of Louisiana 
and iot under mineral lease on 
March 4.1974 and being more par
ticularly described in Exhibit A to 
Assignment recorded in C.O.B. 
Xo. 406. Folio 46.". Records of 
Plaquemines Parish. Lov jiana 

Block 78. that portion whicn is more 
than 3 geographical miles seaward 
from the line described m paragraph 
1 of the Supplemental Decree of the 
U.S. Supreme Court entered 
December 13.1065 in the U.S. v. 
Louisiana Xo. 9 Original (382 U.S. 
2SS). South Pass Area. South and 
East Addition, as shown on 
OCS Official Leasing Map. 
Louisiana Map Xo. 9A 

Block 72. Main Pas* Area, that portion 
located more than one foot seaward 
of the Third Supplemental Decree 
Line (404 U.S. 3S? ( December 20. 
19710. OCS Official Leasing Map. 
Louisiana Map Xo. 10 

That nortion of Main Pass Blocks 72 
and 74 located more than three 
geograplu, / miles se- ward fiom 
the line desci!bed in ..ie 
supplemental decree nf tlie U.S. 
Supreme Court. J ne 16, 1975 
I U. c-. vs Louisiana. 422 U.S. 13) 
to foot seaward of the Third 
Supplemental Decree Line (404 
U.S. 388. December 20, 1971) 
as shown on OCS Official Leasing 
Map. Louisiana Map X'o. 10 

Al l of Block 73. Main Pass Area. OCS 
Official Leasing Map. Louisiana Map 
X'o. 10 That portion located more 
than one foot seaward of the Third 
Supplemental D^eree LitK (404 
U.S. 388 ( December 20. 1971)) 

Net Rev-nr.e TnHrxt 
POCI PPC 

5.92738 14.S0 

5.00622 i 2.49999 

7.544-11 1S.83758 

7.344-11 13.̂ 3758 

7.54-141 1S.S3753 
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BLM or SUM r/lectJvt N»-B -*n». 1m« mi 
Laa-.No. Paf Dt»rrip«kMi « ? S ' £ i » . * ' C 

OCS-U-2193 10- 1-72 All »( Block 140. Main Pass Area, as 3.3374* i.T&Q 
shown on OCS Official Leasing Map, 
Louisiana Map No. io 

OCS-G-3206 7- 1-73 All of Block N6U3E03. Mobile South 3.33748 S..;.r:.'U 
No. 2, aa shown on OCS Official 
Leasing Map. N1M6-10 (Also known 
as Block 63). Mississippi Canyon 
Area, as shown on OCS Official 
Protraction Diagram NH-1C10 

OCS-G-3300 8- 1 77 Ali of Block 253. Wesi Ctimeron Area. 10.01245 23.0000 
u» rliown on OCS < Mtieiiil Leaning 
Map. Louisiana Map No. 1 

OCS-0-37S!i 6- 1-78 All of Block 372. Eugene Island Area. 12.4999 12.4999 
South Addition. OCS official Leuaing 
Map, I.ouisiana Mf p No. 4A 
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PENNZOIL COMPANY, ET AL. 

TO 

NEW DUNSTAN, INC 

IttBtruaumt nf (Emtwgatu* 
rf 

•Prni-urtUm |Jrym*ttt 

Dared July 16,1981 

Return recorded counterparts to: 

Pl tNMtni l . COMPANY 
rVnraoll r ixr. P.O. Ro« 21W7 
Houston T U M 771101 
AttruUuiii Mi. Sally Hasan 

TbJi Instrument was pi apt ad byi 

Frank W. R. Hubert, jr. 
3000 O M SMI turn 
Houston, Teaaa 77003 
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THIS INSTRUMENT OP CONVEYANCE OP PRODUCTION 
PAYMENT (the "Conveyance") dated .Tidy lf l , 1981, between PENN
ZOU. COMPANY, a Delaware corporation, PENNZOIL PRODITING COMPANY, 

a Delaware corp' " t ion, PENNZOU, OIL & (JAR, INC., • Delnwnre corpora
tion and DUVAL V -ORATION, a Delaware corporati ,r (the "Grantors"), 
and Xi.w DCN.M.VN, INC., a Delaware non-p:.M corporation (the 
"Grantee"), 

WITNESSETH ! 

WHEREAS, the Grantors desire to sell and the Grantee de *r?8 to 
purchase the Production Payment hereinafter described, 

Now, THEREFORE, it is agreed by and between the Grantors and 
the Grantee as follows: 

1. Certain Definitions. The following terms, when used in this 
Conveyance, have the meanings indicated below: 

"Accounting Month" means any monthly period commencing 
at 7:00 A.M., local time in effect at the location of each Subject 
Interest, on the first day of any calendar month and ending at 
7:00 A.M., local time in effect at the location of ench Subiect Tnter-
eBt, on the first day of the next succeeding calendar moi.ih. 

"Aflilinti " means, as to the party specified, any Person con
trolling, controlled by or under common control with such party, 
with the concept of control in such context meaning the po sion, 
directly or indirectly, of the power to direct or cnu ê the direction 
of the management rnd policies of another, whether through the 
ownership of voting securities, hy contract or otherwise. 

"Alternate Base Bate" means a fluctuating rate per nmoim 
equal at all times to the higher of: 

(a) the Base Rate; or 

(b) y» of 1% above the latest three-week moving average 
of secondary market morning offering rntes in the United 
States Tor three-month certificates of deposit of major United 
States money market banks, such three-week moving average 
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being determined weekly by Citibank on tbe basis of soch 
rates reported by certificate nf deposit dealers to and published 
by the Federal Reserve Rank of New York or, >r such 
publication shall be suspended or terminated, on the basis of 
quotations for such rates received by Citibank from three 
New York certificate of deposit dealers of recognized standing, 
in either case adjusted to the nearest Vi of 1% or, i f none, to 
the next big' • V4 o f l % , 

each change in such fluctuating rate to take effect simultaneously 
with the corresponding change in such Baso Rate or moving aver
age. 

"Applicable Rate" means, for each flay, the weighted average 
of the Eurodollar Rates and the Domestic hate applicable to lhe 
unliquidated balance of the Primary Sum on such day determined 
on th.» bads of the proportion which that pi».'tion of such unliqui
dated balance to which each Eurodollar Rat • and the Domestic 
Rate is applicable bears to the total amount of > uch unliquidated 
balance: provided, however, that in no event shall the Applicable 
Rate exceed the maximum rate which woidd be permitted by the 
laws of the State of New York if the Applicable Rate were being 
applied to a borrowing of money in an amount equal to the 
unliquidated balance of the Primary Sum. Except as provided 
hereinafter, the (Jran^ors may from time to time select the 
Eurodollar Rate to be in < (Teet with respect to all or any portion 
of the then unliquidated balniu'e of the Primary Sum for a Rate 
Period, on the condition that notice of such selection (including 
notice of saii I portion of such unliquidated balance and of the 
duration of the Rate Period therefor) i> delivered to the Grantee 
aiul to Citibank not later Hum 11:00 A.M. (New York City 
time) at least four Business Pays prior to the commencement of 
such Hate Period, and provided that in no event shall the Grantors 
be permitted to have selected the Eurodollar Ra.c to be in effect 
concurrently with respect to more thnu three portions of such 
unliquidated balance; nnd except to the extent that the Eurodollar 
Rate shnll have been so selected by the Grantors in accordance 
herewith to be applicable to all or one or more portions of such 
unliquidated balance, the Domestic Rate shall bc applicable to the 
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entire unliquidated balance of the Primary Sum. Notwithstanding 
thc foregoing, and except as set forth in the next succeeding sen
tence hereto, i f either 

(i) i t shall become unlawful, or any central bank or other 
governmental authority shall assert that it is unlawful, for any 
lender to the Grantee to obtain funds in the London interbank 
market in order to fund or continue to fund or maintain its 
loan to the Grantee, upon such lender giving notice thereof to 
the Grantee (which shall give prompt notice thereof to the 
Grantors), or 

( i i ) the Grantee shall demand payment of Increased 
Financing Costs referred to in Section 4(d) hereof, and the 
Grantors shall have given the Grantee four Business Dnys* 
notice of their selection of the Domestic Rate in substitution 
for the Eurodollar Rate, 

the Applicable Rale shall thereupon be the Domestic Rate as to 
those portions of t l" . unliquidated balar.ee of the Primary Sum 
previously subject to the Eurodollar Rate as to which clause 
(i) or (i i) is applicable, and the right of the Grantors to 
select tbe Eurodollar Rate hereunder shall thereupon terminate 
unless nnd until such funding is no longer unlawful or so asserted 
to be unlawful or the circumstances giving rise to such Increased 
Financing Costs have eca> 1 to exist. Notwithstanding the fore
going sentence, in the event of the happening of any circum
stance described in clause (i) of said sentence with respect to 
any such lender to the Grantee, or of demand for payment 
of nny such Increased Financing Costs described in clause (ii) of 
said sentence attributable to any such lender, tin- Grantee covennnts 
and agrees tbnt, at tbe Grantors' request, it will consult with such 
lendt r in good faith to uscertain whether any arrangement (includ
ing, but not limited '.o, a change in such lender's Lending Office) 
aatisfnctorj to such lender, the Grantors aud the Grange can be 
made with a view to eliminating such Increased Financing Costs 
and, upon demand of the Grantors, tbe Grantee will cause such 
lender to bc replaced by another financial institution designated by 



tho Grantors, provided thnt Mich finnncinl institution is acceptable 
to the Grantee nnd the lenders to the Grnntee nnd is prepared to 
assume nil of the rights nnd obligmions of such original lender on 
terms acceptable to such lender; nnd if upon snid replacement there 
ehnll not be continuing nny circumstances de«cri'ood in either clause 
(i) or (ii) of tbe foregoing sentence, tbe Grantors shnll thereupon 
once again be entitled to select the Eurodollar Rate hereunder. Any 
such financial institution which shnll replace nny such lender in 
connection with nny lonn in accordance with the preceding sentence 
shnll be deemed to be a lender to tbe Grantee for all purposes 
hereof. 

"Application Date" means a Regular Application Date or, 
if such Regular Application Date is not a Business Day, the Next 
Preceding Business Day. For purposes of this ('onvcynnce, an 
Application Date shall lie deemed to occur "at or near thc cud" 
of the Ac/minting Month \vh;ch ends on such Application Date 
or. if Mich Application Date i - ;i Next Preceding Business Day, the 
next following Regular Application hate. 

"Banc Bate" means a P.uctuating interest rnte per annum 
equnl at nil times to thc rate of interest announced publicly by 
Citibank in Ncw York, New York from time to time as Citibank's 
base rate. 

"Business Dau" means a day on which banks are not required 
or authorized to close in New York City and, if the Eurodollar 
Rnte is relevant, on which dealing- are carried on in tbe London 
interbnnk market and banks are open for business in London. 

"Citibank" means Citibank, N.A., a national banking associa
tion. 

"Discharge Schedule" means tbe tabulation set forth in Exhibit 
B cMaehed to thin Conveyance and hereby made c part hereof. 

"Domestic Bale" means n fluctuating rate per annum (com
puted on ine basis of a year of .VM or Mf> days, as the case may be, 
for the a mil number of days — including the Ural day but exclud
ing the lust day — occurring iu the period for which such rate is 
computed) equal at all times to: 
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(i) from tlio dato hereof to and including July 31, 1983, 
V» of 1% per annum above the Alternate Base Rati in effect 
from time to time; 

( i i ) from and after August I , 1983 to and including July 
31, 1!>87, ' / j of 17" per annum above the Alternate Base Rate 
in effect from time to time; and 

(iii) from and after AugUht 1, 1987, ^ of 17' P°r annum 
above the Alternate Base Rate in effect from time to time. 

"Effective Date" moans 7:00 A.M., local timo in effect at the 
location of each Subject Interest, on July 1, 1981. 

"Eurodollar Date" nmnns, with respect to nny portion of the 
unliquidated balance of the Primary Sum an to which such rate 
is applicable, n fluctuating rate per annum (computed on the basis 
of n year of nilO day for the actual number of days — including 
the first day but excluding the last day — iceurring iu the period 
for which such rnte is computed), subject to funds being available 
to the lenders to the Grantee on reasonable terms under routine 
interbank market conditions (all as determined in tho discretion 
of tho lenders to the Ornntee), oqunl at all ti111• • -* to: 

(i) from tho date hereof to nnd including July 31, 1983, 
n { , of I T por annum above thr LIBO Rate in effect from time 
to time for such portion of the Primary Sum; 

(ii) from nnd after Augi it i , 1983 to nnd including July 
31, 1987, *\ of 17' per annum above the I . I BO Rate in effect 
from time to time for such portion of the Primary Sum; and 

( i i i ) from and nfter August 1, 1987, ?'„ of 1°? por annum 
above the LIBO Knte in effect from time to time for su?h 
portion of the Primary Sum. 

"Excess Itate" has the meaning nssigned to tbnt term in Para
graph 4(d) hereof. 

"Exhibit A" moans Exhibit A nttached to this Conveyance 
and hereby made a part hereof for all purposes of interpreting, 
construing ami enforcing this Conveyance, uiovided, thai .f nt any 
time said Exhibit A has been supplemented by thc Grantors by 



6 

the execution nnd delivery nf the Supplemental Instrument of Con
veyance of Production Payment, 'hen at Mich time Exhibit A shall 
mean said Exhibit A as so supplemented. 

•'First Prndurtinn Period" menns the period commencing with 
the Effective Onto and ending at 7:00 A.M. , local time in effect at 
thelocntion of each Subjec'. Interest, on August 1, 1983. 

"Hydrocarbona" means all oi l , gns and other gaseous and 
liquid hydrocarbons or any combination cf one or more of such 
substances appropriate to the context in which such term is used. 

"Increased Financing Cost-" means nny increase in the cost 
to the Grantee of obtaining or maintaining loans f rom any lender 
during nny period in which the Eurodollar Hate is applicable to 
all or any port ion of the unliquidated balance of the Primary Sum, 
and which is due to nny increase in the c ust to such lender to fund 
or continue to fund or maintain any IOG.I to the Crantee through 
funds obtained in the London interbank market, arising from ( i ) 
the introduction of or nny change (including, without limitation, 
any change by way < f imposition cr increase of reserve require
ments' in, or i . i the interpretation of, any law or regulation since 
November 1. 1980 or ( i i ) the compliance by such lender with any 
request f r om any central bank or otlier governmental authority 
whether or not having the force of law, and if the Grantor^ shall 
exe- -ise their option to select the Domestic liate as the Applicable 
Rate prior to lhe last day of a Rate Period applicable to all or anv 
portion of the Primary Sum, shall also include nny costs to su< 
lender incurred as a result of the selection of such Rate. A cer-
tificate f r om such lender to t'.e Grantee as to the amount of such 
increased costs shall be conclusive ns tc the amount o r su"h 
increased cos's to the Grantee, absent manifest error. 

"Lease" means any oil aiul 'or ga* lease or sub lease, or any oil, 
gas and/or mineral lease nr sub-lease, or any mining claim or 
award, «>r any fee or leasehold interest in. or any contractual 
right to produce or receive the proceeds of production of, any 
Mineral. 

" I . I P O H a t e " means a rate per annum, if any, equal at all 
times dur ing each Rale Period lor uny petition of the unliquidated 
balance of the Primary Sum to which the Eurodollar Rate is 
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applicable to thc average (rounded upward, i f necessary, to the 
nearest whole multiple of 1/1(3 of V/c per annum) of tbe rate of 
interest per annum at which deposits in United States dollars in 
immediately available funds aro offered by each of tho Reference 
Banks to prime banks iti the London interbank market nt 11:00 
A.M. (London time) two Business Day* before tho first flay of 
such Rate Period for a period equal to such Rate Period and in 
nn amount substantially equal to such portion of such unliqui
dated balance of the Primary Rum (such rnte for each Rate 
Period being determined by Citibank on the hns'n of applicable 
quotations Tor the LIBO Rate furnisned to nnd received by Citi-
honk from tbe Re'erence Banks two Business Days prior to the 
fir-» day of such Rnte Period nnd. if any ono or more of the 
Reference Banks shnll not so furnish such n quotation for any 
Rate Period, the LIRO Rate for such Rnte Period shall bo based 
upon tho quo'ntions furnished by the other Reference Ranks). 

"Minerals" means Hydrocarbons and, in the event the Supple
mental Instrument of Conveyance of Production Payment is exe
cuted and delivered (and from and ufter the effective date thereof), 
also includes sulphur. 

"Next Preceding Susim ss Day" moans, when used with refer
ence to a Regular Application Date or Quarterly Regular Applica
tion Date, the first Business Day next preceding such Regular 
Application Dote or Quarterly Regular Application Date f such 
Regular Application Dote or Quarterly Regular Application Date 
is not a Business Day. 

"Person" meann an individual, corporation, partnership, joint 
venture, trust or unincorjM>rato<l organization, or a government 
or any agency or political subdivision thereof. 

"Primary Sum" means at any time the aggregate amount of 
the Purchase Price whi'.'h shall .M suc h time have l>een paid. 

"Production Payment" has the meaning assigned to that term 
in Paragraph 2 hereof. 

"Production Payment Minerals" has the meaning assigned 
to that term in Paragraph 2 hereof. 
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"Production Payment Percentage" has thc meaning assigned 
to that term in Paragraph 2 hereof. 

' I ur chase Price" has the meaning assigned to that term in 
Paragraph 7 hereof. 

"Quarterly Application Date" means a Quarterly Regular 
Application Date or, if sueh Quarterly Regular Application Date 
is not a Business Day, the next Preceding Business Day. 

"Quarterly Regular Application Date" means the Regular 
Application Date fulling on the fir.-t day of any January, April, 
July or October during the term of the Production Payment. 

"Rate" means the Domestic Rate or the Eurodollar Rate. 

"Ratr Period" means any of the periods selected from time 
to time by the Grantors to apply in respect of the application of 
the Eurodollar Rate to all or any portion of the unliquidated bal
ance of the Primary Sum. Each Rate Period shad be one, two, 
three or six months, as the Grantors shall, upon notiev received 
by the Grantee not Inter than 11:00 A.M. (New York time) nt least 
four Business Days prior to the commencement of such Rate Period, 
select: provided, however, that (a) i f the Grantors shall foil on a 
timely basis to select a Rate Period for any portion of the Primary 
Sum to which the Eurodollar Rate is nnv'.icable. the Domestic Rate 
shall apply to «ueh portion of the Pr mry Sum as of tbe end of 
the then current Rate Period und (o) any Rate Period determined 
in accordance with Pnragrapb 4(d) hereof shall l>o for the period 
of time specified therein. Whenever the last day of any Rate 
Period would otherwise occur on n day other than n Business Day, 
the last day of such Rate Period shall occur on the next succeeding 
Business Day: provided, however, tbnt if such extension would 
cause the last day of such Rate Period to occur in tbe next follow
ing calendar month, the last day of such Rate Period shall 
occur on the next preceding Business Day. 

"Reference Ranks" means tbe respective principal London 
offices of (n) Citibank, Morgan Guaranty Trust Company of New 
York and Mellon Bank. N.A. ami (b) in addition to or in substitu
tion for eny such bank, any bank designated by the Grantors and 
approved by the Grantee. 



9 

' Regular Application Date" moans the first day of any cal
endar month. 

"Recervc Report" shall moan a report of Ryder Scott Com
pany Petroleum Engineers or other independent petroleum engi
neers agreed upon by tho Grantors and the Grantee furnished 
pursuant to subparagraph (c) of Paragraph 19 of this Conveyance. 

"Sales Contracts" has the meaning assigned to that term in 
Paragraph 8 hereof. 

"Second Production Period" moans tho period commencing 
at 7:00 A.M., local time in effect at the location of each Subject 
Interest, on August 1, 1983, nnd ending at 7:00 A.M., loca! time 
in effect at the location of each Subject Interest, on January 1, 1990, 
unless the Supplemental Instrument of Conveyance of Production 
Payment hns been executed and delivered, in which case the Sec
ond Production Period shall end at 7:00 A.M.. local time in effect 
at the location of each Subject Interest, on May I , 1990. 

"Suhject Hydrocarbons" means all Hydrocarbons in and under, 
and which may be produced, saved nnd sold from, and which sbull 
accrue and bo attributable to. the Subject Interests from and 
after tbe Effective Date and throughout the period specified in 
tliis Conveyance for the term of the Production Payment, subject 
to the p 'oviaions of Paragraph 3 of tbis Conveyance. 

"Subject Interests" shall mean each and every kind and char
acter of right, title, claim or interest which any Grantor now has 
in the ijcases or portions thereof which are described in Exhibit A 
and all unitization and pooling agreements and the units created 
thereby which cover or include such Leases or portions thereof, 
and all the right, title, claim or interest vhich any Grantor now 
has in and to the lands specifically described or referred to in 
Exhibit A or covered by the Leases which are described in Exhibit 
A, whether such right, title, claim or interest be under nnd by 
virtue of a Lease, a unitization or pooling agreement, n unitization 
or pooling order, n mineral deed, a royalty deed, an operating 
agreement, a division order, a transfer order or any other type of 
contract, conveyance or instrument or under any other type of 
claim or title, legal or equitable, recorded or unrecorded, even 
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thouk i .Mich Grantor's interests 'ncerrectly or incompletely 
de:. ribed in. or n description thereol ' • nmitte<l from. Exhibit \ , 
all ns the same shall |M> erlargcd hy at; reversionury interest or by 
tlie discharge of ary payments out of production or by the removal 
of any charges or rmrumbraneos to which any of the snme are sub-
j"ct nntl any and p l reii.wnls nnd extensions of any of the same, 
but there sl ill not .c included within th.- 'i ubject In*"rcsts an. 
right tr- vh' f i! rnntor now has or may hereafter obtain with 
resp ' i« irod.irimu attributable to the interests of n> acmsenting 
pnrtie-. m ( . r any operating agreement, unit operating ng. cement, 
contr..". f»r development or similar instrument Without ir. any 
way I M nag the foregoing, the Subject Interests shall include each 
ami ev« \ kind nnd charade- of right, title, claim or interert which 
nny G i n'.ir has in nny and nil Lenses covering lands situated in 
tho*" f uuitic- in the States of N'ew York. Pennsylvania or West 
Virginia named iii Exhihi; A, rpgnrdWs of wnether such Lenses 
are described in Exhibit A. 

"Subject Minerals" mcr.ns Subject Hydroenr' c and Subject 
Sulphur. 

"Subject Sulphur" meens, .'n tbe event thc Supplemental 
Instrument nf Conveyance of Pr.. Micron Payment is executed 
and delivered, nil sulphur in and un .-r. and vhich may be pro
duced, saved and sold from, nnd whici, ..rail accrue nnd l»o attrib
utable to, the Subject Interests described in ihe Supplemental 
Iiistnmont of Conveyan. of Production Payment from and after 
the i 'Wtive dale thereof and tli»-.iighi ut lhe remainder of the 
period perilled iii this Coii ve vim « .or th - lerm of I lie Produclion 
Payment, subj r l In lhe provision* of Paragraph '.i of this Convey
ance. 

"Subject Tares' ha the meaning assigned to that term in 
Paragraph VA hereof. 

"Supplemental Ins mmrnt nf Conveyance nf Production Pay
ment" means the Supplemental Instrument of Conveyance of 
Production Payment in 'he form of Exhibit v attached heretc and 
hereb;* made n part hereof. The execui n and delivery of the 
SupplcnnM d Instrument of Conveyano ,»f Produclion Payment 
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shall *>ot require the consent or joinder of :»ie Grantee or any 
mortgui* or trustee referred to in I ' I I I U K ' •' ' i -4 hereof. 

"Tnttr l V ' m i , r t on ,'Vn'orf" inenns the period cnmmencii g at 
7:00 A V., loo,.. \nn> in effect at th" !'cat*on of each Suhject 
Interest, OII uw.ry 1, PHMl, unless the Aii\ plcmcntnl Instrument 
of Conveyance of Production Pity' 1" "t hn • heen executed nnd 
delivei -d. in which e.-e ihr Third IYoiih'-ieoi I'eriod .hull rom-
nieill'i it 7 :<H> A.M. . local time ie ctTeet nt e: dl in the Suhject Inter
ests, , Nfry 1. IP.*) nnd end on the date t" oduction P-evnunt 
is discharged o r ten.'mated as herein prov dcd. 

•'• Oonvejanoe of the Production Payment. T V Grantors, in con
si t ,i ior, of the pnyment to them hy the Grantee of thc Purchate 
f v purstinnt to the provisions of Pnrnpraph 7 of this Coi veynncc 
^»id of other good nnd vp'.unble consideration, thc receipt, adequacy 
nnd sufficiency of which m herehy acknowledged, by these presents 
do hereby irrnnt. horgn *., sell, convey, nssign, transfer and deliver 
unto tbe flrnntee, e f f e n i -e ns of the Effective Dote, puh.ject to the 
limitations nnd oncum'traiiee'* set forth in Paragraphs 14(fl and 20 
of this Conveyance rod i r Exhibit A, as n produ. tion payment, the 
undivided percentaires. or i f ! (K) r I . the pe-reontngo, of Subject Minerals 
provided foi in tbe following subparagraphs First through Fourth of 
this Paragraph 2: 

First- Tbe undivided percentage of the Snhj-et Minerals 
conveyed under tbis subparagraph First during t e First Pro
duction I V I H M I shall be that undivided percentage (U] .« IUU>! 
or, i f I 0 0 r ; . the percentage, of the Subject Mineral" as shall .e 
refjuired to cause tb- Grantee to be entitled to receive, out of he 
Subject Minerals produced nnd saved during each Accoun n g 
Month during the First Production Period, a sum which, w ion 
nctually received b\ the Oruntcc in necordimee with the term, of 
tni* Conveype.-i., would equal a sum hereby specified to be the 
nggr.•:'••.» • aiuount referred o> in subparagraphs (b) , (e), (el), (e) 
nnet ( f ) of Pnrngrnpb 4 . i l this ('oiiveya.;; e to tlit* extent sue-h aggre
gate amount shall have lieen ascertain <l or accrued dunng («>r, in 
the case- of -aid subparagraphs lc) , (•!). aud ( f ) . prior :e») such 
Accounting Month and remain? unpaid; 
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fleer H I , S ' .ijori to ti.p provisions of subparagraph Tli i r t l of 
this Pii/.Trn* 1 2, tho undivided percentages -»f tho birjoet Min-
prnls convi ' nn«» ;., this subparagraph Seetn.d tliirin-^ each 
Account1 ig Mon'n during tho Second Production Period shnll be 
tl e undi\ -led percentage" specified in the following clause (a) or 
daii r " . ' which-ver enti'les tin- firautep to receive the greater 
amount of proceeds out of Suhject Minerals produced and saved 
during -uch Accounting Mi nth: 

(n) .-en undivided CC)*, of the Subject Hydrocarbons and 
nr. undue., d 3.r>r; of the Subject Sulphur produced and saved 
during such Accounting Month, provided, however, that in thc 
e\ • nt the Prio.- i rv S im >i the clo:;p of business on July 31, 
1983 is 'ess tbnn $2..")0(.,00(, fKX), then (1) i f th^ Supplemental 
Instrument of Conveyance ' i f Production Pnyment bns been 
executed and delivered. «ai,a umi' "bind percentages of Subject 
Hydrocarbons and Suhject Sul ihur ; h..M be adjusted to the 
P' -centages determined hy muViphing encti of fir»rr and 35 
1 .» traction .'be numerator .».'' which shall be the mliqnidutcd 
.ialance nf the P-imary Si n it the lose of business on July 
31, I " 0 ' ! and the tlenominntii wheh shall be $2,.">00.00n.r»ob 
or (£ f the Supplemental Instniiii * nf ronvpynnc'" of Pro
duction Payment has not been -NC. • | delivered, said 
undivided porientngo of Subject i .diocarbons shall K 
adjusted to the perceniagp determit' d bv multiplying fior{ by 
a fraction tlie numerator of w.'i'u - ' a l l be ti p uuliquidi.Kd 
balance of the Primary Sum on Ju.v M . i 'N't um! tho denon i -
nntor of w hich shall be $1.8»i."».lXKi.0f> . »> 

that undivided percent ige ; i, . t o •>0r~ ) of the Subject 
n>"< " : i bons and (le.! only i . ' sniil undi. i i .cd percentage of 
the • ect l \ \ d r ' V i i i onus for «uoh Accounting Mouth is 
and i ii.siifTu-iei t i„ -ntitle the ( i ran tee to roceb o 'he sum 
speeuioi' i-i tbis -e!.i . ugr.pb HO) t in t undivided perc ntago 

(up to 4'' ) of (he Sub,;en Sulphur produce,] niul *-.v,d dur
ing stich Aeeoi,nting Month a- shall be required lo cause the 
Oratitoe to be en t i t l ed t() receive, o. l l o f the Subjeel Miner- ' ' 

produce*; and snvod during such Accounting > >nth, a -" in 
wlii.-h. wh»n net' '.ill., reei-ived by the ( i ranl •• iu necor ..nice 

" ' ' i i P • terms '' this Convey, meo, wou'd equal .: um je -eby 



specified to OP tiro total of ( i) the nggregatp amount r« f" r - rd 
tei in subparagraphs (h), (e), (•!' (c) niul ( f ) of Paragraph 4 
of this Conveyance to tin- cxtcr • .eh aggregate amount shall 
hove been ascertained or nccmed o.i r i g (or, in tho case uf said 
subparagraphs (<•)• (d) . (o) and ( f , , prior to) sueh Amounting 
Month and remains unpaid, plus ( i i ) on amount d dc* mined by 
multiplying the unliquidated balance of the P r nary Sum at 
the dose of business on July 31, 1PS3 by tiie poicentngp shown 
on the Discharge Schednh under the heading "Hydrocarbons 
Monthly Percentage" or, iu tin* .went the Supplemental Instru
ment of Conveyance nf Productio), Payment has heen executed 
and delivered, the percentage shewn on the Discharge Sched
ule under the bending "Minerals Monthly Percentage", oppo
site the Regular Application Date occurring at or near the end 
of such Accounting Month; 

Third: Tf on nny Application Date during th, .v vond Pro
duclion Period the aggregate amount of reductions in the unliqui
dated balance .,t the Pti im •> Sum made on such A j plication Date 
nnd prior thereto is less than a miount determined by multiplying 
9u r ; times tne cumulative total of he amounts determined for such 
Application Date nnd nH an mints determined for all previous 
Application Dal, provided in subclause ( i i ) of clause (h) of 
subparagraph Second of thi- rnra-rraph 2 by reference to the 
"Hydrocarbo.is Monthly Per ride i " or. in the even! the Supple-
menial Instri ment of f 'onvi ranee of Production Payment has l>een 
executed and d o | i » v e d , by reference to the "Minerals Monthly 
i'cicontage". (•: • otw :,hstanding the provisions of subparagraph 
Second abo'.,> ), shall not be pffeetive during any period dur
ing which tie- j i n isions of toi.- sub| ••ngrnph T h i n ! are opera-
!.•••) <bir • •_- , | | ( , Aecountinr Vn "'th -'inning at or near such 
Application Date, the undiviit .1 >. eentnges of the Subject Miner
als conveyed under ibis suhp*. ' . . . i i ipli T b d d shall be an iindividpc 
90 r; of the Subject Hydiocin -ons and «n u; divided 40% of the 
Subject Sulphur • 

and 

Fourth: The percentage of the Subjec* Minerals conveyed 
tinder this subparagraph Fourth Junng tho Th i rd Production 
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Period shall bo ono hundred percent (100'/o) of the Subject 
Minerals; 

together wi*h nr. en. emont of ingress nnd egress to remove the same 
from the applicable 8».h*»rt Interests Jo tbe extent Grantor. «< I "ve tbe 
right to grant sueh an clement (the umi vidod percentages of tbe Sub
ject Mineral- so granted, bargained, M Id. conveyed, assigned, trans
ferred and delivered and at any lime n etfeet being herein called the 
"Product" in Payment Percentage.. '. the Subject Minerals attributable 
to the Pn d""tion Payment Percentages being herem called the "Pro
duction Payment Minerals", and the Production Payment Minerals, 
together with such <M<«uneiit of ingress nnd egress and all other inter
ests herebv granted, bargained, sold, conveyed. ;i--igncd. transferred 
nnd delivered, or intended so to be, being herein callec the "Produc
lion Payment"). 

To TTAVR A X P TO Horn tb<- Production Payment, together with 
all nnd singular the rights, •••.Irs. intoreste, estates, remedies, powers, 
prvJ-^pR nnd uppurf' nai '«* thereu to in nny way belonging, unto 
tlie Grantee, its successors i . d assigns, forever. 

3. Certain Pror.siona Governing the Production Paynvni. A I I the 
provisions of tbis Conveyance shnll lie subject to the following prin
ciples : 

(a) Except n-s provided in Paragraphs l-'(b)(ii) and 14(c) 
hereof, for the discharge of the Pn.diietion Payment the nrnntee 
shall look exclusively to the proceeds of Prodi*, tion Payment Min
erals, and tb" (irantors shall not be liable for «uch discharge. 

(b) Ex- i-pt as provided in the proviso el uise below, t' • Pro
duct ;on Pi" > .>i«'lit shall not be dischargeable ont of an;, advance pay
ments mude to tb • Grantors for Production Piymo-. t Minerals to 
be produced in tbe r lure and covered by, and made in advance of 
such production under tbe terms of, any ndvnnce payment or take 
or pay agreement. provided, hrwrrer, that the roduetion Pay
ment shall be disi hargeable out of, nnd tbe f 3 alitor i shnll (except 
to the extent that payment is made diroe'.y to thr rantec by the 
purchaser or unless the Production Pny nent shall hive been fully 
discharge I) make payment to the Grant' e ho! *.; on -"count of, 
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any Production Payment Mine*-ds covered by nny sueh advance 
payment ur take or pay agreement when such Production Payment 
Minerals shall be produced and saved, on the basis of the full pur
chase price under the Rales Contract for such Production Payment 
Minerals so produced and saved (such full purchase price to be 
without repn d to a iy deduct ion from or credit against the payment 
of auch price due 10 any previous payment made in advance of 
production). 

(c) The Production Payment shall not be dischargeable out 
of any bonus which the Grantors shall receive for any Lease or 
assignment of any of the Suhject Interests or out of any payments 
made to any of the Grantors iu connection with the drilling or 
deferring of drilling of any well on any of the Subject Interests or 
in connection with any adjustment of uny well and leasehold equip
ment upon unitization of any of the Subject Interests. 

(d) There shall not be included in the Subject Minerals any 
Minerals unavoidably lost in tl production thereof or produced 
and saved from any of the Subject Interests and used by the 
Grantors in conformity witli good field pt act ices for drilling, 
mining and production operations (including gas injection, sec
ondary recovery, pressure maintenance, repressuring or cycling 
operations) conducted for tbe purpose of producing Minerals from 
the Subject Interests or from nny unit to which the Subject 
Interests are committed, but only so long as such Minerals are 
so used. 

(e) So long as and to the pxtent that the same may be required 
by applicable laws and regulat ions, in the ense of any Lease from 
thp United States of America included in the Subject Interests 
from which the average production of oil per well per day averaged 
on the monthly basis is 15 barrels or less, the obligation to pay and 
the right of the Grantee to receive the proceeds of oil produced 
from auch Lease shall be suspended until suid average production 
of oil per well per dny exceeds said minimum amount, and such 
suspension shall apply separately to any /one or portion of such 
Lease segregated for computing government royalties; provided, 
I wciw, that during the period of any such suspension, the 
Production Payment Percentage applicable to production from 
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each othor Lf nse inclnd":! in tho Subject Interests, or portion or 
zone thereof, shnll (subject to the provisions of Pnragraph 2 here
of) be increased to that percentage necessary to cause the Grantee 
to receive, in addition to the production from each such other Lense 
(or portion or zone thereof) attributable to tbe Production Pay
ment Percentages otherwise applicable under Paragraph 2 hereof, 
proceeds of production from ench such other Lease, or portion or 
zone thereof, equivalent in the aggregate to the amount of proceeds 
of production the Grantee would have received from the lipase, or 
portion or zone thereof, as to which tbe Grantee's rights to produc
tion have heen suspended had such rights not been so suspended. 
Tbe increases in the Production Payment Percentages pursuant to 
the foregoing provisions of this subparagraph (e) nre hereby 
conveyed by the Grantors to the Grantee effective as of the Effec
tive Date as a part of the Produclion Payment. 

( f ) There shnll not be included in the Subject Minerals 
any Minerals attributable to nonconsent operations conducted 
with respect to tho Subject Interests (or nny portion thereof) as to 
which any Grantor shall be n nonconsenting party and dedicated 
to tbe recoupment or reimbursement of costs and expenses of the 
consenting party or pnrties by the terms of the relevant operating 
agreement, unit agreement, contract for development or other 
instrument providing for such nonconsent operations, provided 
such Grantor's election not to participate in such operations is 
made in conformity with the provisions of Paragraph 14(a) of this 
Conveyance. 

(g) Whenever reference is made in tbis Conveyance to the 
term "fair market value at the wellhead or nunc" in determining 
the price to be paid or obtained for Production Payment Minerals 
sold for the account of the Grantee, or purchased by any Grantor, 
or tnk-n in kind by the Grantee, such term shall be understood to 
mean the price paid or payable for auch Minerals at the wellhead 
or mine in the case of Minerals customarily sold at the wellhead or 
mine or, in the case of Minerals customarily sold or disposed of 
otherwise than nt the wellhead or mine, the price paid or payable 
for such Minerals at the nearest point where such Minerals may 
be marketed and sold after production, less all costs of transport
ing such Minerals to such point from the wellhead or mine. 
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(h) In tho case of Production Payment Minerals sold or dis
posed of othor than nt the wellhead or rune, the amou-' of all 
reasonable costs incurred and paid by the Grantors in transporting 
such Mil ends to the point of snle or dispositio shall be deducted 
from the proceeds of sale of the Production Payment Minerals, and 
the amount so deducted shall be deemed not to be proceeds of the 
Production Payment Minerals received or realized by the Grantee. 

(i) Cognizant of Sections 171.26(d), 172.22(d), 173.21(d) and 
171."8(b) of Title 25 of the Code of Federal Regulations, it ia 
agr. ed. with respect to any Lease from Indian tribes, bands or 
groups, and any Lense on lands nllotted to Indians in severalty, 
included in the Subject Interests, that nothing in tbis ( onveyanco 
shall be construed ns mod;pying any of the obligations of the lessee 
under such Lense, including, but not limited to, obligations for 
diligent development nnd operation, protection against drainage, 
compliance with oil and gas operating regulations (30 CFR Port 
221), and tho requirement for departmental approval before aban
donment of nny well situated on such Lease. All such obligations 
are to remoin in full force nnd effect, the same as if free of the 
Production Payment. The existence of the Production Payment, 
whether or not actually paid, shnll not be considered ns justification 
for thc approval of abandonment of any well situated on such 
Lease. 

4. Amount and Term of the Production Payment. The Production 
Payment shall continue and remain in full force and effect until such 
time as the Grantee shnll have received ami realized out of the proceeds 
of Production Payment Minerals, free and clear of all development, 
operating, mining, producing, treating, processing, handling, storing, 
marketing, transporting and other costs and expenses of every kind 
whatsoever, the full aggregate sum of the following amounts: 

(a) The Primary Sum; plus 
(b) An amount computed at the Applicable Rate on the 

unliquidated balance from time to time of the Primary Sum, 
( i ) The first such computation to be made on September 1, 

1081, for tlie period commencing with and including the date 
hereof up to and including August 31, 1981, on the amount 
of such unliquidated balance of the Primary Sum from time 
to time during such period, and 
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(ii) Subsequent computations to bo made monthly or. the 
first day of eaoh calendar month for the preceding calendar 
month on tho amount of tho unliquidated balance from time 
to time of the Primary Sum during such preceding calendar 
month; 

plus 
(c) Tho sum of $100,000 payable on September 1, 19*1, and, 

in tho event the Primary Sum at any date exceeds $1.000.0(i0.n00, 
tho additional sum of +100.000 payable on the Application 
Date next following such date. and. in the event the Primary 
Sum at any date exceeds $ I .Hfi.'i.OOO.OOO. the additional sum nf 
$T>0,000 payable on the Application Date next following such date; 

plus 

(d) A sum equal to the aggregate of (i) all Increased Financ
ing fonts from time to time of the (Jrantee and (ii) with respect to 
each portion of the unliquidated balance of the Primary Sum lo 
which the Eurodollar Hate is applicable which may be paid on 
other than the last day of the Rate Period therefor (including 
without limitation any payments made pursuant to subparagraph 
( f ) of Paragraph f! hereof or Paragraph 2o hereof), an amount 
computed on the basis of the Excess Kate (as defined below) for 
sueh portion of the unliquidated balance of the Primaiy Sum 
on the amount of such portion so paid, for the period com
mencing on tho day of such payment and ending on the last day 
of the current Rnte Period for such portion (for the purpose of 
computing such amount, the "Excess Rate" in respect of any portion 
of the Primary Sum so paid shall be a rate per annum equal to the 
excess (if any) of (x) tlie MBD Rnte in effect for the current Rnte 
Period for such portion ovrr (y) the LIRO Rate computed on the 
basis of a Rate Period commencing on the day of snob payment nnd 
ending on the Inst day of the current Rate Period for such portion) 
and (iii) interest on the amounts specified in clauses (i) and (ii) at 
the Applicable Rate (but not to exceed the maximum rate permitted 
by rpplicable law); 

plus 

(e) A sum equal to the aggregate of all the Subject Taxes to 
the extent that such taxes have not been paid by tho Grantors 
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pursuant to Paragraph 13 hereof, together with interest on the 
unliquidated umount thereof at a rate equal to the Applicable Rate 
(but in no event in excess of tbe maximum rate permitted by 
applicable law) in effect during the period from and including the 
date of payment of each such amount by the Qrantee (notice of 
each such puyment to l>o given promptly to the Urantors) to the 
date the Grantee is reimbursed therefor; plus 

( f ) A sum equal to tbe aggregate of all reasonable expenses 
of tbe Crantee incidental to the acquisition, ownership, mortgag
ing and transfer of the Production Payment or any part thereof, 
the obtaining of j.ny loan secured thereby and tbe receipt and 
disbursement of funds on account thereof (including, without 
limitation, any commitment fees, any withholding or other similar 
taxe- (together with any interest, penalties nnd expense- in con
ned ion therewith), any costs nnd expenses nf any lender making 
such loan incurred as a result of ary installment of the Purchase 
Price not being paid on the date -peci!ied in a notice hy the Grantors 
pursuant to Paragraph 7(b) of this Conveyance or failure to make 
a payment on the date and before the time specified in a notice 
provided pursuant to Paragraph 6 with respect to any portion of 
the unliquidated balance of the Primary Sum to which the Euro
dollar Rate is applicable and all foe* and expenses of account
ants nnd counsel for the Grantee and of counsel for the agent for 
any lenders making such loan, nil exjienses nnd taxes imposed by 
any state within which any Subject Interest is wholly or partially 
located on such lender attributable to the mortgaging of the Pro
duction Payment, all fees incurred in connection with, and all other 
expenses and costs of litigation pnd the contest, release or dis
charge of, any adverse claim or demand made or proceedings 
instituted by any person affecting in any manner whatsoever the 
Production Payment, the Production Payment Minerals or the 
proc. ?ds thereof nnd nil other fees, costs and expenses of the 
Grantee .iml any lender making such loan in connection with or 
arising out of any investigation. litigation or proceeding related to 
any acquisition or proposed acquisition of all or any portion of the 
stock or substantially all of the assets of any Person, directly or 
indirectly, with any of the proceeds of the Purchase Price, which 
shall have been paid or incurred by the Grantee or any lender 
making -uch loan, together with interest on the unliquidated 
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amount thereof nt n rn to oqnnl to tho Applionhlo Unto (hut rot 
to exceed tho maximum rnto permitted by applicable law) in pffoct 
dining tho period from and including the date of payment of each 
such amount by tbe (Irantoo (notice of onch such payment to be 
given promptly to the Grantors) to the date the Grantee is reim
bursed therefor. 

I T BF.INC THE INTENTION OF THE GRANTORS AND THE GRANTEE IN ENTERING 

INTO THIS CONVEYANCE that th* Grantee shnll bo entitled to receive and 
realize out of the Production Paymcr* Minerals tho full aggregate sum 
«,.* the amounts described in subparagraphs (a), (b) nnd (c) of 
this Paragraph 4. free nnd clear of all costs nnd expenses with respect 
to the Subject Interests nnd the Subject Minerals (which expenses, 
costs and fees shall be borne by tbe Grantors) nnd over nnd above all 
taxes, assessments, fees, expenses and costs of the cbnrneter nnd 
amount described, specified or referred to in subparagraphs (d), (e) 
and (f) of this Paragraph 4. 

All of the Subject Taxes may be deducted from tbe proceeds of (he 
Production Payment Minerals and paid for the account of the Grantee 
and, in the event of any such deduction, the amount so deducted shnll 
be deemed not to be proceeds of the Production Payment Minerals 
received or realized by tbe Grantee. Similarly (and anything in this 
Conveyance to the contrary notwithstanding), tho tnx under the Crude 
Gil Windfall Profit Tax Act nf l<Nfj n m l nny amendments or supple
ments thereto (or nny tax enacted in substitution therefor) imposed or 
assessed with respect to or measured by or ehnrged against or attribu
table to the Production Payment Minerals or tbe proceeds thereof and 
for which the Grantors are liable may be deducted from the proceeds 
of the Production Payment Minerals and paid by the Grantors nnd, 
in the event of nny such deduction, the amount so deducted shall be 
deemed not to be proceeds of the Production Payment Minerals 
received or realized by or payable to tbe Grantee. 

5. Termination of the Production Payment. When the full aggre
gate sum of the amounts specified in subparagraphs (a), (b), (c), 
(d), (e) and ( f ) of Paragraph 4 of tbis Conveyance (as expressly pro
vided by the terms of tbis Conveyance) has been r«ee"vod by the 
Grantee, the Production Payment shall forthwith terminate, nnd all 
interest therein shall immediately revert to and become vested in the 
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Grantors to the same extent and with the same force and effect as if 
this Conveyance hnd not heen made. The Grantee agrees that, upon 
such termination and upon indemnification against loss hy reason of 
such acts and by rot *m of the restitution of proceeds of Production 
Payment Minerals as provided in Paragraph 11 of this Conveyance, 
it shall execute or cause to be executed, upon the request and at the 
exoense of »be Grantors, such instruments as may be necessary or 

~. >ate to evidence the termination of the Production Payment. 

6. Applioation of the Proceeds of Production Payment minerals. 
For all purposes of this Conveyance, the proceeds of Production 
Paymei i Minerals actually received by the Grantee at or before 11 :IK) 
A.M. i local time in effect in The C'itv of New York) on any Application 
Dab (commencing with September 1, 19H1) and not theretofore applied 
pursuant to this Paragraph 6, shall he deemed to have been received 
and npplied on such Application Date as follows: 

(a) First, to the amount referred to in subparagraph (b) of 
Paragraph 4 of this Conveyance to the extent stich amount has 
been ascertained or accrued up to (but not including) such Appli
cation Date and which has not been added to the Primary Sum 
pursuant to tbe proviso to tbis Paragraph fi or paid by any previ
ous application of proceeds of Production Payment Minerals 
pursuant to the provisions of this Paragraph fi, and 

(b) Second, to the amount referred to in subparagraph (d) of 
said Paragraph 4 to the extent such amount hns been ascertained 
or accrued up to (but nut including) such Application Date and 
which hns not been paid by inv previous application of proceeds of 
Production Payment Minerals pursuant to the provisions of this 
Paragraph G, and 

•rd, to the amount referred to in subparagraph (c) of 
•h 4 and which has not been paid by any previous 

roceeds of Production Payment .Minerals pursuant 
of this Paragraph (i, and 

• A, to the amount referred to in subparagraph (e) of 
said Paragraph 4, to \],<- extent then ascertained and which has 
not been \. .id by any pnv ous application of proceeds of Produc-



t ion Pavment Minerals pursuant to the provisions of this Para
graph 6, and 

(e) F i f t h , to all other amounts referred to in subparagraph ( f ) 
of said Paragraph 4, to tbe extent then ascertained and which 
have not been paid by any previous application of proceeds 
of Production Payment Minerals pursuant to th ? provisions of 
this Paragraph G, and 

( f ) Sixth, to the reduction of the unliquidated balance cf the 
Primary Sum, initially by reduction of that portion of the unliqui
dated balance of the Primary Sum to which the Domestic Rate is 
applicable nnd then by reduction of those one or more portions of 
the unliquidated balance of the Pr imary Sum to which a Eurodollar 
Rate i-applicable in such order as may be selected by thc Grantors 
by not less than four Business Days' prior written notice to tho 
Grantee or. i f and to tho extent not so selected, in the order in 
which the last days of tho respective Rate Periods then in effect 
are scheduled to occur; 

pror id-d , hnxrever. that, in tho event such proceeds so applied on tho 
relevant Application Date shall be insufficient to cover the ful l amount 
speeilieii ie subparagraph (a) of Ihis Paragraph li, the unliquidated 
balance of tho Primary Sum shnll for thwi th be increased by an amount 
equal to tbe amount of such deficiency. 

Wi th in lo Business Days after tbe date of each such application 
by tbe Grantee of any proceeds of Production Payment Minerals, the 
Grantee wi l l furnish or cause to lie furnished In the Grantors a written 
statem-nt showing the application of such proceeds in accordance wi t l i 
the provisions of this Paragraph 6. 

Tf tbe Eurodollar Rate is applicable to any portion of thc unliqui
dated balance of the P. imary Sum to which proceeds aro t • be applied 
on an Application Date and such Application Date is on a date other 
than the last dny ofthe Rate Period for such Eurodollar Rate, Grantors 
shall give written notice to the Grantee (nnd any lenders to the Gran
tee) at least four Business Days prior to such Application Date that 
the Grantors will pay such portion of the unliquidated balance of the 
Primary Sum proo to 11:00 A.M. i local time in effect in The City of 
New York) on such Application Date. 
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of the Purchase Price pursuant to this Paragraph 7 shall terminate 
upon the occurrence of an Event of Default specified in clause (c) 
or (i i) of Paragraph 17. 

(d) The obligation of the Grantee to pay any installment or install
ments of the Purchase Price which is not or aro not payable on or prior 
to ( i ) the date of termination of the Production Payment pursuant to 
Paragraph 5 hereof or ( i i ) July 31, 1983, whichever date first occurs, 
shall terminate on such date and thereupon the amount of the Purchase 
Price shall be reduced by the amount of the unpaid portion of the 
Purchase Price which the Grantee is not obligated to pay. 

(e) All payments made by the Grantee on account of the Purchase 
Price shall be paid in lawful money of the United States of America 
and in immediately available funds by a deposit to the credit of the 
Grantors* account (No. 39019761) with Citibank at 399 Park Avenue, 
New York, New York 10043. 

( f ) The Grantors hereby irrevocably and unconditionally waive 
and relinquish (i) any express or implied vendor's lien, and any other 
lien, security interest, charge or encumbrance, which would otherwise 
bo imposed on or affect tbe Production Payment or tbe Production Pay
ment Minerals on account of any unpaid installment or installments of 
the Purchase Price and ( i i ) with respect to the obligations of the 
*• 'rantors to mako payments under this Conveyance (including, without 
limitation, payments of proceeds of Production Payment Minerals under 
Paragraphs 3,8,9 and I I hereof and payments under Paragraphs 13, 17 
and 2.r> hereof), any set-off, counterclaim, credit, recoupment, defense, 
abatement, suspension, reduction and other right or claim which the 
Grantors may have against the Grantee as a result of or arising out 
of the failure of the Grantee to pay any amount on account of the 
Purchase Price. 

8. Marketing of Production Payment Minerals. Tlie Grantors, at 
their own expense, shall market or cause to be marketed the Produc
tion Payment Minerals, on behalf of and for the account of Grantee, on 
the same basis ns tho Grantors market their share of Subject Minerals, 
and for such purpose the Grantee agrees that sales of Production Pay
ment Minerals may continue to be made by the Grantors with their 
share of Suhject Minerals pursuant to existing contracts and agree-
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ments m to rod into by **ie Grantor.1' * (ho sale of, or commitment to 
sell, Subject Minerals umi that tbe Grantors may enter into one or more 
contracts and agreement!! in tbe future for tbe sale of Subject Minerals 
(including Production Payment Minerals included therein) at the best 
prices and on the be.-t terms a.s the Grantors shall determine in their 
good faith judgment are reasonably obtainable in the circumstances (al 1 

such present and r uture contracts and agreements for the sale of or 
commitment to si 1! Subject Minerals being herein called "Snles Con
tracts"), and it shall not be necessary for tbe Grantee to join in any 
Sales Contract or nny amendment thereof: provided, howt-ver, that the 
Grantors will not agree to, or permit, any amendment, modification or 
termination in nny menner adverse to the interests of the Grantee of 
any Sales Contract w h an Affiliate of any Grantor, nor wil l the Grant
ors enter into any Sales Contract in the future with an Affiliate of any 
Grantor (except pursuant to the terms of uny presently existing Sales 
Contract) in any manner adverse tn the interests <, thc Grantee, with
out the prior written consent of the Crantee, ami the Grantors will give 
the Grantee at least 15 days' prior written notice of the terms of any 
proposed amendment, modification or termination of any Sales Contract 
with an Affiliate of any Grantor, or any proposed future Sales Contract 
with un Affiliate of any Grantor. Subject to the rights of purchasers 
under then existing Sales Contracts and to nny existing right of the 
Grantee to take in kind pursuant to notice given in accordance with 
Paragraph 10 hereof, and (so long as the Grantors are not in default 
in the performance or ohservanee of any covenant or agreement on thc 
Grantors' part to be performed or observed hereunder) the Grantors 
shall be entitled at any time and from time tn l imo to pui chase all or any 
part of tho Production Payment Minerals (including Production Pay
ment Minerals which the Grantee has electetl to take in kind provided 
that the Grantor- shall have, within 30 days of the giving of any notice 
by thc Grantee in accordance with Paragraph 10 hereof, given written 
notice to the Grantee thai the (!i oitors elect to purchase all or part of 
the Production Payment Minerals specified in such notice given by the 
Grantee and sperifynig when the Grantors' purchases hall commence 
and the duration thereof), and. in such case, the Grantor- -hall pay to 
the Grantee, on or before 11 :<M1 A.M. (local time in effect in the City of 
New York) on the Application Pate al or near the end of the Account
ing Month next succeeding the Accounting Month ill which such pur
chase by the Grantors occurs, in immediately available funds, a price 
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equnl to tho fnir mnrkot value nt tho wollhoml or mine nt tho timo of 
purchase of tho Production Payment Minerals so purchased, loss thc 
amount of all severance taxes and assessments, payable by tho Grantee 
or the wi.mtors, of the chnrncter referred to in Paragraph 4(e) or the 
last sentence of Paragraph 4, attributable to tho production and sale 
of such Production Payment Minerals, nnd the nmount of such taxes 
nnd assessments so deducted shall IH* doomed not ta IM- proceeds of Pro
duction Payment Minerals received or realized by the Grantee. 

9. Perform • ce of Sales Contracts; Payments; Etc. The Grantors 
will duly perform all obligations binding 0:1 them under all Sales Con
tracts in nccordui.ee with the term- thereof and will take nil appropri
ate measures to enforce the performance undei each of the Solos 
Contracts of the obligations of the purchaser thereunder. All Pro
duction Payment Minerals sold hy lhe Grantors, whether pursuant to 
Sides Contracts or otherwise, shall l>e delivered by the Grantors to tbe 
purchasers diereof, for the credit of the Grantee, to such point of 
purchase as is reasonably required in the marketing of such Production 
Payment Minerals. So long as no Kvent of Default has occurred and 
is continuing, the proceeds of the sale of all Subject Minerals (whether 
pursuant to Sales Contracts or otherwise) shnll lie paid to the Grantors 
by the purchasers thereof or other parties obligated to make payment 
therefor. All proceeds of Production Payment Minerals shall consti
tute trust funds in tbe jmssession of the Grantors nnd all such proceeds 
of Production Payment Minerals received hy the Grantors 011 01 lief ore 
the next to last Business Day of each calendar month which are 
proceeds of Production Payment Minerals produced and saved during 
any Accounting Month prior to the Accounting Month ending on the 
first day oT such calendar month and not I heretofore paid over shall 
be paid over to the Grantee at or before 11 :IK) A.M. (local time in effect 
in The City of New York) on the Applieation Date which next follows 
the next to last Business Day of such calendar month in lawful money 
ofthe United States of America ami ii. immediately available fund- by 
a deposit to the credit of the Grantee's account (Xo 390197."i3) with 
Citibank at 399 Pnrk Avenue. New York. New York 10043. Upon tho 
occurrence and during the continuance of nny Kvent of Default (but 
not otherwise), the Grantee shall have the right to receive directly 
from the purchasers of the Production Payment Minerals, and to direct 



27 

such purchasers to pny directly to the Grantee, amounts to be paid for 
purchases of Production Payment Minerals, whether pursuant to Sales 
Contracts or otherwise. 

in. Taking I n K i n d . From time to time upon tbe giving of at lenst 
120 days' pr ior wri t ten ice to the Grantors (except that no such 
notice shnll be required i f an Event of Default shal! have occurrcu 
and is coi nuimr), the Grantee shall havo the right, it its option, to 
take in kind nil nr nny pnrt of the Production Payment Minerals; 
subject, hou ever, to ( i ) the rights of nny purchasers under then exist
ing Snles Contracts, nnd (u) the right of the fJrnntors to purchase 
Production Payment Minerals pursuant to Pnrugrapb 8 hereof. Each 
such notice ''rom tbe Grantee shall specify the Minerals to lie taken 
in kind, the .late such taking is to commence nnd the proposed duration 
thereof The Grantee shall market auy such Production Payment. 
Minerals promptly at the best price nnd on tbe best terms the Grantee 
shall determine in its good faith judgment are reasonably obtain
able in the circumstances, and the Produclion Pavment shall he credited 
witl: the proceeds of any such -ale, in the same manner as i f such 
Production Payment Mineral* had been marketed by th. Grantors. 
No such taking by the Grantee shall obligate the Grantors lo incur 
additional expenses by reason ol such taking, b it the Grantors shall 
continue lo pay all costs iml expenses incurred by them in the same 
manner and to the sumo extent hereunder ns i f there bad been nc BUCII 
tnking, provided that tin- Grantors shall be reimbursed out of the pro
ceeds of sab- of sueh Produclion Payment Minerals marketed by the 
Grantee pursuunt to this Paragraph HI. to the extent actually incurred 
by the Grantors, f o r the amount of all the transportation costs of tbe 
character referred to in Paragraph oMhl and f i r tbe amount of nil 
Subject Taxes attributable to the production and sale of the Produc
tion Payment Minerals so taken and marketed by tbe Grantee and the 
amount of any sueh transportation costs and Subject Taxes so reim
bursed to the Graniors shall he deemed not to be proceeds of Produc
tion Payment Minerals received or realized by the Grantee, 

11. Withholding and Restitution nf Proceeds j f Production Pay
ment Minerals. AM obligations of the Grantors hereunder shall be 
subject to the applicable piovi. ions of each statute purporting to 
provide regulation of the sale of Minerals or establishing maxi-
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mum prions nt which tho sumo mny ho sold niul all applicable rules nnd 
regulations thereunder of each go*, ernmentnl agency, hoard or ei.m-
mission having jurisdiction. Hates permitted under oach such statute 
anil t!io rulPH atid regulations tlioroundor to l>e paid for natural (ras or 
other Minerals included in tho Production Payment Minerals shall 
br controlling if lower than prices established in Sales Contracts 
or if lower than the fair market value at the wMlhead or mine. Tbe 
drantors shall In- entitled to n.-.- their rersonable discretion in making 
filings, for themselves and on behalf of ti.- antee, with any govern
mental agency, hoard or commission having jurisdiction, affecting ti e 
price or prices al which Subject Minerals may be sold. If uny pro
ceed- of Product ion Payment Minerals shall be with) eld for any reason 
whatsoever, including, without limitation, withholding by the Grantors 
pending a final, non appealable order oo any applieation for certificates 
or determinations with respect to a sale, or n rati- increase, filed with 
nny governmental ng« r.cy board or commis.-- inn having jurisdiction (and 
the Grantors are hereby authorized to make such withholding pending 
such final determination), the Grantee shnll not be deemed to bnve 
received or realized stich proceeds until, nnd only to the extent that, 
such proceeds shall actually have been received by the Grantee; pro
vided, however, that promptly tand in no event later than 30 days) 
following the receipt by the Grantors of a final non-appealable order in 
nny such rnte proceeding, the Grantors shnll promptly pay over to tbe 
Grantee tbe amount \y proceeds of Production Payment Minerals 
sn withheld by the drantors. in conformity with such non appealable 
order. If. at any time before or nfter receipt of the full aggregate sum 
specified in subparagraphs (a), (h). (e). (d). (e) and (f) of Paragraph 
4 nf this Conveyance, the Grantee shall be compelled, for any reason 
whatsoever, to make any payment or restitution, or such payment or 
restitution shall be made for ihe recount of the Grantee, on nccount of 
any proceeds of Production Pnvment Minerals, which proceeds havo 
nlrendy bnon applied pursuant to the provisions of Paragraph (i of this 
Conveyance, the unliquidated balai.ee of the Primary Sum shnll forth
with he increased by the amount of too proo Is so paid over by or for 

thc account of the Grantee plus the amount of any payments made by 
or imposed against the Grantee iu the nature of interest, damages and 
penalties: provided, hnu'cvir, that, if. at the time of such payment or 
restitution, the entire Primaiy Sum shall ha* e been liquidated, thi Pri
mary Sum shall be deemed not to have been so liquidated and tbe un-
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liquidated balance of tbe Primary Sum shall thereupon be deemed to 
be in the nmount of the proceeds so paiu over plus the amount of any 
payments made by or imposed against tho Grantee in the nature of 
interest, damages and penalties. 

12. Protection to Purchasers of Production. No person purchasing 
or taking or processing any Subject Minerals shall be required to 
take notice of, or keep informed as to, the discharge or termina
tion of the Production I'uyment until the actual receipt by such person 
of written notice advising such person of such discharge or termination. 

13. Certain Payments by Grantors. The Grantors will tender and 
pay, or cause to be paid, punctually, before they shall become delin
quent (or as to uny thereof which are being contested in goodfjfaith, 
promptly after the flnul determination of such contest), thc following: 

(a) idl n l •aim i in luxes (or ! ixe* impo»id in lieu thereof), 
all gross production, soveranc -, excise nnd sole*, tuxes, the excise 
tax imposed on a « / windfall | rofit from tuxnL • crude oil by the 
Crude Oii Windfall Profit Tn; Act of 19*0 and any amenunu-nts 
or supplements thereto or tux enact.d in substitution therefor, 
and any similar tux imposed or assessed with respect to or 
measured by or charged against or attributable t the Production 
Payment or the Production Payment Minerals, or the proceeds 
thereof, or against the Orantee hy reason of its ownership of the 
Production Payment or against any assignee or mortgagee of the 
Production Pnyment by reason of his or its interest as issignce 
or mortgagee, together with any interest or pennlty payable in 
connection therewith, but any other tax, including, but not limited 
to, any tax imposed on not income or the right to do business 
shall be payable only to the extent provided in subparagraph (b) 
below; 

(b) nil taxes or other governmental charges of any kind or 
character whatsoever imposed r.n the Grantee (but not nn assignee 
of Grantee) by any jurisdiction, including franchise nnd income 
taxes, other than income taxes imposed on (i) the amount received 
pursuant to subparagraph (c) of Paragraph 4 hereof, and (ii) any 
gain attributable to the sale or other disposition, in whole or in 
part, of the Production Payment to the extent such gain is attrib-
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ratable to consideration received by the Grantee in excess of the 
unliquidated balance of the Primnry Sum allocable to the portion 
of the Production Payment so sold or disposed of; and 

(c) obligations of the character referred to in subparagraph 
(f) of Paragraph 4 hereof. 

Grantors shall have the right at their expense to contest any tax in 
good faith. The taxes which Grantors have agreed to pay or cause 
to be paid in subparagraphs (a) and (b) above are herein called ''Sub
ject Taxes". 

14. Covenants of the Grantors. Until such time as the Production 
Payment has terminated as provided in Paragraph 5 of this Convey
ance, tbe Grantors will , at their expense and regardless of who may be 
the operator or operators of the Subject Interests: 

(a) subject to the provisions of subparagraph (c) of this 
Paragraph 14 and the provisions of Paragraph 21 of this Con
veyance, cause the Subject Interests to be maintained and devel
oped and continuously operated for thc production of Minerals 
in a good and workmanlike manner nnd in accordance with sound 
field or mining practices nnd all applicable federal, state and 
local laws, rules and regulations (except those being contested 
in good faith), all such operations to be carried on, to the extent 
reasonably practicable, without any preference being given to 
Minerals from sources other than tbe Subject Interests because 
of the fact that Grantors have created and conveyed the 
Production Payment: provided, however, that nothing contained 
in this subparagraph (a) shali be deemed to prevent or restrict any 
Grantor from electing not to participate in any operation which is 
to be conducted under the terms of nny operating agreement, unit 
operating agreement, contract for development or similar instru
ment affecting or pertaining to tbe Subject Interests (or any por
tion thereof) and allowing consenting parties to conduct noncon
sent operations thereon, if such election is made by sueh Grantor 
in good faith and in conformity with sound field or mining 
practices; 

(b) jointly and severally assume liability for, and hereby 
agree to indemnify, protect, defend, save and keep harmless the 
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Grantee, and any lender to the Grantee and their representatives, 
and any successors and assigns from and against any and all 
royalties nnd all liabilities, obligations, losses, damages, penalties, 
fines, claims, actions, suits, costs, expenses nnd disbursements 
(including, without limitation, fees and disbursements of counsel 
and other legal and investigative fees and expenses) of whatsoever 
kind and nature, which may at any time be imposed on, be incurred 
by or on behalf of or be asserted against the Grantee or any such 
lender and in any way related to or arising out of (i) the owner
ship, producing, handling, storing, transporting, refining, control
ling or other disposition of any Subject Minerals or aay Production 
Payment Minerals (including, without limitation, the leakage or 
spillage of, or other pollution by, any Subject Minerals or Produc
tion Payment Minerals, or any tort claim or claim for damages of 
any kind or nature and any claim or liability in, respect of any 
adverse environmental impact or effect) or (i i) any investigation, 
litigation or proceeding related to any acquisition or proposed 
acquisition of all or any portion of the stock or substantially all of 
the assets of any Person directly or indirectly with any of the 
proceeds of the Purchase Price, whether or not the Grantee or any 
such lender is a party to such acquisition. The obligations of the 
Grantors underthis subparagraph (b) shall survive the termination 
of the Production Payment. All payments required to be made 
pursuant to clause (ii) of this subparagraph (b) shall be made 
directly to the Grantee or such lender at Citibank New York, upon 
written demand by the Grantee or such lender. No provision of 
this subparagraph (b) or any other provision of this Conveyance 
shall be construed to bo a waiver on the part of the Grantee or 
such lender of the benefit of any limitation of, or exemption from, 
liability accorded by any stntut; or rule of law; 

(c) cause all machinery, equipment and facilities of any kind 
(including production platforms) now or hereafter located on the 
Subject Interests (or uny portion •hereof) and necessary to the 
effective operation thereof for the production of Minerals there
from to be provided nnd to be kept in good nnd effective operating 
condition, and all repairs, renewals, replacements, additions and 
improvements thereof or thereto needed for such purpose to be 
duly made or provided for; provided, however, that the Grantors 



32 

shall not bo req ui ron tn ropnir, roplnoo or rob .uieh mnchin-
ery, oquipniont or facilities us to Subject from which 
Minerals are produced (i) when such Subject '< .os*s are joint'y 
owned and are operated by a party other than any Grantor or an 
Affiliate of nny Grantor and tbe operator ilecides not to repair, 
replace or rebuild such equipment, (ii) when failure to do so would 
not materially adversely affect the rate of production of Minerals, 
or ( i i i ) i f . as to any production platform located on the Subject 
Interests (or any portion thereof), including without limitation, 
equipment, machinery and facilities of any kind thereon, or 
any well or wells located on any such production platform, the 
Grantors shall pay over to the Grantee, for application to tbe dis
charge of tbe Production Payment, (x) quarterly, on or before 
11 :0<) A.M. i local lime iu effect in The ('ity of New York) on each 

Quarterly Application Date (herein in this Paragraph 14(c) called 
a "relevant Quarterly Application Date") commencing with the 
second such Quarterly Application Date next following the date of 
loss of or damage to the relevant platform, that amount which, 
when added to all other amounts received by the Grantee pursuant 
to the provisions of Pnrngrnph G hereof during the quarterly 
period commencing with (but not including) the Inst preceding 
Quarterly Application Date and ending with and including the 
relevant Quarterly Application Date, will cause the Grantee to 
receive on or before tlie relevant Quarterly Application Date a 
sum equal to (A) the aggregate of tbe amounts to he applied in 
accordance with subparagraphs (o). (b), (c), (d) and (e) of 
Paragraph G hereof during said quarterly period, plus, after tbe 
commencement of the Second Production Period. (P.) an amount to 
be applied in accordance with subparagraph (f) of said Paragraph 
6 sufficient to reduce the unliquidated balance of the Primary Sum 
on or before the relevant Quarterly Application Date to an amount 
equal to (11 the unliquidated balance of the Primary Sum on the 
last preceding Quarterly Application Date (after the application 
made on that date) less (2) an amount determined by multiplying 
the Primary Sum at the close of business on July 31, 1983 by the 
percentage shown on the Discharge Schedule under the heading 
"Hydrocarbons Monthly Percentage" or. in the event tbe Supple
mental Instrument of Conveyance of Production Payment has heen 
executed and delivered, under tbe heading "Minerals Monthly 
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Percentage", for each of tho Application Pates in said quarterly 
period, and aggregating the products of such calculations (the 
aggregate of uli such quarterly payments made under this clause 
(x) in re-pect of such platform (including nil wells located 
thereon) not to exceed the nggregate fair marl.et value at the 
wellhead, as reasonably determined by the Grantors with the 
concurrence of the Grantee, or, if the Grantee shall not concur with 
such determination by the Grantors, as determined by Ryder Scott 
Company Pet rob \ rmgineers or other independent petroleum 
engin- ers satisfa. ry to the Grantors and the Grantee, as of the 
date of loss of or damage to the relevant platform, of all Subject 
Minerals that would have lieen produced from wells previously 
completed on auch platform bail thc nf* -sary repairs, replace
ments or rebuilding of such production platfom anil any neces 
sary redrilling or reworking of such wells, been carried out), or, at 
the sob> option «.f the Grantors, (y) within thirty (30) days after 
th<> first to occur of (A) the receipt by the Grantors of the proceeds 
of any insurance recovered by the Grantors on account of loss of 
or damage to such r'atform or (R) the expiration of one (1) year 
from tbe date of such loss or damage, an amount equal to the 
aggregate fair mork.'t value at the wellhead of the Subject Min
erals referred to, and determined as provided in, clause (x) above, 
Jid the amount of any such payments to me Grantee shall be 
doomed to bo proceeds of Production Payment Minerals for all 
purposes of tbis Conveyance and shall be included ir be written 
statement to be furnished to the Grantors by the Grantee pursuant 
to the Inst paragraph of Paragraph (i 1 ereof, but may bc reflected 
as a payment received from the Grantors pursuant to this sub
paragraph tc) ; 

(d) cause all necessary and proper steps to r > tnken di'igently 
to protect nnd defend the Subject Interests, the Subject Minerals 
and the proceeds thereof against any ad ver "laim or demand, 
including, without limitation, the employment or use of counsel 
for the prosecution or defense of litigation and the contest, settle
ment, release or discharge of any such claim or demand; 

(e) cause written notice to bo given to tho Grantee of every 
adverse claim or demand made by any Person materially affecting 
the Subject Interests, tlie Subject Minerals or the proceeds there-
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of in nny manner whatsoever, and of any proceeding instituted 
in respect thereof; 

(f) cause the interest of the Grantors in ench of the Subject 
Interests to be kept free nnd clear of liens, charges and encum
brances of every character, other than those which are of a char
acter customarily found in connection with comparable drilling, 
mining and producinc operations and which do not materially 
adversely affect the operation of the Subject Interests and other 
than those becoming effective only nfter termination cf the Produc
tion Pavment as provided in Paragraph 5 of this Conveyence; 

(g) subject to the proviso n n of Paragraph 21 of this {. on-
veynnce, cause all l/cnses inclu ied in or relating to the interests 
described or referred to in Exhibit A nnd d.idei -hich the Grantor 
is lessee, sub lessee or assigr • t to be mair iaineo in ful l force and 
effect without amendment, n • bfieatb or .'"iver of any provision 
of any such Lease which migi i mat., tally adversely a-i.-ct the 
nght- of the Grantee under tin. ' 'nnvejanee; 

(h) (i) mnintain, or cause to be mainti nod, insurance insur
ing the Grantors, to the extent of tlie«r respective interests therein, 
against loss of or damage to nny nnd nH machinery, equipment and 
facilities of any kind (including all production platforms) now 
or hereafter located on tho Subject Interests (or any portion 
thereof) in amounts equal to tho full insurable value of the Gran
tors' inter"st (as if this Conveyance had not boon executed and 
delivered) in such machinery, equipment and facilities and 
covering ' >ss or damage due to fire and windstorms, hurricanes 
and such other events, including blowout nnd cratering, usually 
coven d by insurance carried by companies engaging in similar 
business md owning similnr properties in the same general area 
or areas in which the relevant Subject Interests aro located, and 
(ii) in addition to the insurance coverage required under clause 
(i) above, maintain, or cause to lie maintained, insurance in sueh 
amounts nnd covering such risks as is usually carried by com
panies engaged in similar business nnd owning similar properties 
in tho same general aren or nreas in which tho relevant Subject 
Interests are located and as may be required by applicable law, 
which coverage shall in any event include the following: 
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(A) general public liability and property damage insur
ance, endorsed to include offshore operations, insuring the 
Grantors against liability for injury to persons or property 
as a result of or growing out of the ownership, operation or 
development of the Subject Interests (or nny portion thereof) 
or the production or transportation of Minerals therefrom, 
with n limit of liability of not less than $500,000 for each 
occurrence; 

(B) nutomobile public liability nnd property damage 
insurance, insuring the Grantor against liability for injury to 
persons or property growing out of the ownership or opera
tion of automobiles (including lensed automobiles) in connec
tion with the activities described in clnuse (A) above, with a 
limit of liability of not less than $500,000 for each occurrence; 

(C) aviation public linbility and property damage insui 
ance, insuring the Grantors against liability for injury to per
sons or property growing out of the ownership or operation 
of aircraft (including leased aircraft) in connection with the 
activities described in clnuse (A) above, with a limit of liability 
of not less than $10,000,000 for each occurrence; and 

(D) marine puhlic liability and property insurance, insur
ing the Grantors ngninst linbility for injury to persons or 
property growing out of the ownership or operation of barges 
or vessels (including chartered barges or vessels) in connec
tion with the activities described in clnuse (A) above, with a 
limit of liability of not less than $500,000 for each occurrence. 

All insurance required by this subparagraph (Ii) shall be 
maintained with responsible and reputable insurance companies or 
associations. 

(i) In the event the Supplemental Instrument of Conveynnce 
of Production Payment is executed and delivered, cause all con
tracts and rights (as iu effect on the dntu hereof), with respect to 
the gn« and water supply 11 — • -«I iu connection with the mining of 
the Subjeel Sulphur, lo he maintained iu lull force and elTect with
out any aim mltm-ut, modification or waiver which might materially 
udveisely alTecl the ri'dits of the Grantee. 
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Notwithstanding the provisions of subparagraphs (a) and (g) 
of this Paragraph 14. thf (irantors shall bavf tho right to abandon 
any Subject Interest or any portion thereof f rom which Minerals have 
been produced and to discontinue performance of their obligations 
under snid subparagraphs with respect to such Suhject Interest or 
such portion thereof when (A) with respect to Subject Interests in 
Hydrocarbons there is no well located on such Subject Interest or 
such portion thereof which is capable of producing Hydrocarbons in 
paying quantities and when the Grantors have reasonably determined 
( i ) that no existing well may be recompleted. nnd no ndditionnl well 
may be completed, thereon which would be capable of p roducing 
Hydrocarbons in pnying quantities, and ( i i ) that no pressure main
tenance or other recovery techniques or methods then currently in use 
by prudent operators may be instituted with respect to any existing 
well which would result in the production f rom such w»ll of Hydrocar
bons in pnying quantities ( for purposes of this sentence, nny Subject 
Interest or any portion thereof which is committed to a unit or n joint 
operation nnd which is thereafter permanently abandoned under the 

nplicnble unit or operating agreement pr ior to termination of the 
nit or joint operation, shall bo deemed an abandonment of such Sub

ject Interest or such portion, as tho case may be. by the Grantors which 
is permitted): nnd ( B ) with respect to Subject Interests in Sulphur, 
there is no mine located on such Suhject Interest or sueh portion thereof 
which is capable of producing f ulphur in paying quantities. 

For all purposes of this Paragraph 14. an existing well or mine 
loentid on any Subject Interest shall be deemed to be capable of 
producing Minernls " i n pnying quantities" unless a condition not of a 
temporary nature shnll exist whereby the aggregate value of the Miner
als produced f rom sueh w - l l or mine, ns the ease may be, is less thnn 
the direct costs of operating such well or mine and pr< oaring the 
production thereof for marketing. Further, a well on nny S ibject Inter
est m Hydrocarbons which may result f rom additional dri l l ing or which 
may be the subject of recompletion. pressure maintenance or other 
recovery techniques or methods shall not be deemed to be capable of 
producing Hydrocarbons " i n paying quantit ies" i f . in the light of con
dition- existing at the time of the determination nnd which are not of 
a temporary nature, it is estimated that the aggregate value of the 
Hydrocarbons to be produced from such well shnll not exceed the then 
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estimated direct costs of operating such well and preparing the produc
tion therefrom for marketing, as well as the direct costs of providing 
the necessary installations for, and carrying out, any pressure main
tenance or other recovery techniques or methods properly allocable to 
such well nnd the direct costs of incompleting such existing well or drill
ing, completing and equipping such additional well, in each case to the 
extent such direct costs are allocable to such Subject Interest. 

As used herein, "direct costs" shall mean nnd include only (i) the 
cost of labor, trnnsportntion, other services, materials, equipmer* nnd 
supplies, (ii) amounts pnid or to be paid independent contractors nnd 
( i i i ) amounts charged under applicable operating or unit agreements 
for or in lieu of general or administrative overbend or, with respect to 
those Suhject Interests which are not subject to operating agreements, 
a reasonable amount for general and administrative overhead (which 
latter amount shall not in any event exceed f>% of the costs and 
amounts referred to in clauses (i) und (ii) above). Payments on 
account of the Production Payment or on account of royalties, over
riding royalties or any other payments out of production shall not be 
deemed to constitute "direct costs". 

Anything contained in this Pnragrapb 14 to the contrary notwith
standing, the Grantors shall not bo obligated to perform undertakings 
performnble only by the operator and which are beyond the control of 
tbe Grantors with respect to individual Subject Interests of which none 
of them is the operator. In such case, however, the Grantors will use 
their best efforts to secure the performance of each of such undertak
ings. 

If). Access to the Subject Interests. Tbe Grantors shall permit any
one or more representatives designated by the Grantee to make any 
inspection of the Subject Interests at any reasonable time as the 
Grantee may reasonably request. In addition, the Grantors shall furnish 
to the Grantee suoh detailed information ns the Grantee may reasonably 
request in writing concerning the Subject Interests, the operation 
thereof and the production ami sale of the Subject Minerals therefrom, 
provided that the Grantee shnll conform to such confidentiality and 
secrecy requirements respecting such information as the Grantors shall 
in writing reasonably request. 



3C 

16. Pooling and Unitization. An, hin: herein to \ i--»nv not
withstanding, the Grantors niny, without th • consent o .ae tirantee 
(unless any party having nn interes' in the proposed unit is an 
Affiliate of any Grantor holding an interest :i « unit not attributable 
to a Subject Interest, in which case the p. rM.er. consent of the 
Grantee shall be required to be obtniti"d (P.. pt as to n unit required 
bv governmental authority, for wi h no consent shall ho required), 
which consent shall not ho 1 rirens. uably withhold), nool, combine, 
communitize or unitize nny Subject Interest (or any portion thereof) 
from time to time with other leasehold, mineral or other interests to 
form units, or to reform, expand or modify units theretofore formed, 
when, in the judgment of the Grantors, it is necessary or advisable to 
do so in order to facilitate the orderly development or operation (in
cluding repressuring, pressure maintenance, cycling, water flood and 
secondary recovery operations) of any Subject Interest (or nny portion 
thereof). The interest in any such unit accruing or attributable to any 
Subject Interest (or any portion thereof) included therein shall be 
subject to the Production Payment in the same manner nnd with the 
same effect as though such unit were specifically described in Exhibit 
A. Tbe signature or joinder of the Grantee shall not bc necessary to 
the instruments evidencing the pooling nnd unitization herein author
ized. 

17. Default by the Grantors and the Remedies of the Crantee. 
Any of the following events shall be an Event of Default (each such 
event being herein called nn "Event of Default") under this Convey
ance: 

(a) any representation or warranty contnined in Paragraph 
20 of tbis Conveyance or in any certificate or statement delivered 
by tbe (irantors (or any of their officers) pursuant to subparagraph 
(b) of Paragraph 7 of this Conveyance shall be untrue when made 
in any respect which adversely affects the rate of discbarge of the 
Production Payment or otherwise materially adversely affects the 
interests ofthe Grantee hereunder; or 

(b) any Grantor shall default in the performance or obser
vance of nny ti rm. covenant or condition on such Grantor'B part 
to be performed or ebserved hereunder which default adversely 
affects the rate of discharge of the Production Payment or 
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otherwise adversely affects the interests of the Grantee hereunder, 
and such default shnll continue unremedied for a period of 30 
days after written t otiee shall have been given to sueh Grantor by 
the Grantee's demanding the performance or observance of the 
relevant term, covenant or condition (or, if such default is capable 
of being remedied by such Grantor but cannot lie remedied within 
such 30-day period, such Grantor shall no* have commenced to 
remedy such default within sueh period after receipt of such 
notice nnd thereafter shnll not continuously and diligently pursue 
the remedying of the snme until remedied); or 

(c) nny Grantor shall become insolvent, or be adjudicated a 
bankrupt, or make n general assignment for the benefit of its 
creditors, or >hall generally not pay its debts as such debts become 
due, or admit in writing its inability to pay its debts generally 
as they mature, or voluntarily commence any proceeding or file any 
petition under nny bankruptcy, insolvency or similar law or 
seeking dissolution or reorganization or the appointment of a 
receiver, trustee or liquidator for it or for a substantial portion of 
its assets, or file any answer admitting tbe jurisdiction of tbe 
court nnd the material allegations of nn involuntary petition filed 
ngninst it under nny bankruptcy, insolvency or similnr law; or 

(d) an involuntary proceeding shall be commenced or an 
involuntary petition shall h« filed ngninst any Grantor under any 
bankruptcy, insolvency or similar Inw or seeking the dissolution or 
reorganization of such Grantor or the nppointment of a receiver, 
trustee or liquidator for sueh Grantor or n substantial part of the 
property of such Grantor and such involuntary proceeding or 
involuntary petition shall not he dismissed within (50 days after 
tho commencement or filing thereof, as tbe case may bo. 

Upon the occurrence nnd during the continuance of any Event of 
Default, the Grantee may. in addition to pursuing nny or all other 
remedies avuilable at law or in equity, do uny of the following: 

(i) effect performance or observance of any stub term, cove
nant or condition referred tn in subparagraph (b) above on behalf 
of and at the expense of the Grantors, in which event the Grantee 
may expend funds reasonably necessary to < ffect such purposes 
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and shall bo entitled to reimbu/semont therefor from the Grantors, 
together with interest on such amounts nt a rate equal to Hie lesser 
of (x) the maximum rate of interest that may he lawfully charged 
on such amounts under applicable law or (y) the Applicable Rate 
in effect during the period from nnd including the date of such 
expenditure to the date of reimbursement; or 

( i i ) upon written notice to the Grantors, succeed to all rights 
of tho Grantors with respect to the possession, operation and devel
opment of the Subject Interests, and may use in connection there
with all of the nppurtennnt proporty, both real and personal, 
si tun ted upon the Subject Interests (or any portion thereof) or 
used or hold for future use in connection therewith, or in connection 
with the production, storing, transporting or sale of the Subject 
Minerals, and the Grantee shall have tho right, on behalf of and 
for the account of tbe Grnntors, to sell the Subject Minerals, and 
the Grantors shall, upon demand, reimburse tho Gran'ee for all 
amounts so expended by tbe Grantee, together with interest on 
such amounts at a rate equal to the Applicable Rate in effect dur
ing the period from and including the date of Buch expenditure 
to the date of reimbursement; or 

( i i i ) apply to a court of equity for the specific performance 
or observnnee of any . ich term, covennn* or condition referred 
to in subparagraph (b- above or in aid of the execution of any 
po\ herein granted nnd for the nppointment of a receiver of the 
Sub., >-t Interests and the Subject Minerals. 

18. Exercise and Termination of the Remedies of the Grantee. 
All rights nnd remedies granted by the provisions of Paragraph 17 of 
this Conveyance and otherwise belonging to the Grantee shall bc cumu
lative, and no exercise of any right or remedy shall preclude the exer
cise of any other right or remedy. Any right or remedy may be exer
cised on one or more occasions without exhaustion thereof. All Buch 
rights and remedies shall terminate: 

(a) when tbe Production Payment is discharged and all 
amounts then due and pnynhle to the Grantee pursuant to the terms 
of Paragraph 17 of this Conveyance (including umounts payable 
on account of interest) shall have been paid in full , or 



41 

(b) nt any earlier time when all defaults of tho Grantors 
shnll have been remedied and all such amounts shall have been 
duly paid in fu l l , without prejudice, however, to thc exercise of 
any rights conferred upon the Grantee upon any subsequent 
fuilure of the Grantors to perform or observe nny of thc terms, 
covenants or conditions herein provided to bc performed or 
observed by the Grantors. 

10. Reports to the Grantee. While the Production Pnymont 
remains in force and effect, the Grantors will, at their expense, furnish 
to the Grantee: 

(a) Monthly, or oi before the 2.r>th day of each Accounting 
Month, or if sueh information is not available to the Grantors 
by such date, within live days after tho required information is 
received by the Grantors, a report, in form and substance satis
factory to the Grantee, showing (i) the gross quantity of oil, con
densate, plant products and gas and, if the Supplemental Instru
ment of Conveyance of Production Payment has been ixecuted 
and delivered, of sulphur, included in the Subject Minerals sold 
by the Grantors, or taken by the Grantors for their own use. during 
the preceding Accounting Month, (ii) the net quantity of oil, con
densate, plant products and gas (after deduction of oil and gns 
used in connection with the operation of the Subject Interests) 
included in the Subject Minerals produced ami sold by tho 
Grantors, or taken by the Grantors for their own use. during such 
preceding Accounting Month, (iii) the gross proceeds received 
fiom such stile, or attributable to such taking, of Subject Minerals 
(to the extent of the Grantors' net revenue interest therein) 
during such preceding Accounting Month, separately stated as to 
nil. condensate, plant products gas ami. i f the Supplemental Instru
ment of Conveyance of Production Payment has been executed 
and delivered, ns to sulphur, (iv) the amount of all costs incurred 
by the Grantors in transporting Subject Minerals so sold to tho 
point of sale if sale i< not made at the wellhead or mine, (v) tbe 
amount of all tuxes and assessments attributable to the production 
nnd snle of such Subject Minerals, (vi) that portion of the fore
going quantities, proceeds, transportation costs, taxes and assess
ments allocable to the Production Payment Minerals and (vii) all 
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direct costs nnd operating costs incurred hy ihe Grantors ii . pro 
ducing und processing Subjeel Minerals. 

(b) Annually, within 90 days after the end of each fiscal yeoi 
of the Grantor*, a reserve report of Uydcr Sent! Company Petro-
lcum Engineers (or other independent |>etroleum engineers satis
factory to the (iraulee and the lenders to Ihe Grant••«'), substan
tially in tin- form and containiliir the -atiie infonnation (as of the 
end of sueh fiscal year) and H '̂MIU Ihe same definitions mid assump
tions with respect to the Hydrocarbons n-coverable from proved 
reserves attributable to the Subjeel Interests, n- Ihe h-tlel" report 
of Ryder Scott, dated .Tune 29. 19H1. delivered to the Grantee and 
the lenders to the Grantee prior to the date hereof. 

(c) Such other information and reports I including finnncinl 
statements of tlie Grantors ami m report- in respect of sulphur) 
a- tin- Grantee mas from time to tune reasonably reipiest iu 
writing. 

20. Representations, Warranties and Covenants, (n) Tlie 
Grantors jointly und severally represent and warrant as follows: 

(i) the Grantors hnvc good and marketable title to the Sub
ject Interests, which are presently valid, subsisting nnd in full 
force and effect, subject only to thi- Conveyance anil tin- exoep. 
tion-. restrictions, reservation*, lieu-, charges, encumbrances and 
oilier matters, i f anv. as at i forth iu Ex!.M»ii \ relative thereto, 
nnd -uih Sale- Contracts, opera! in a •freemen I s, unitization and 
pool ing agreements ami other agreement- n- ale customarily found 
in connection with comparable drilling, mininv. and producing oper
ations, pone of which, -inv.lv or in Hie nggiegate, materially 
nd»orsely alTect- the Production Payment or the Production Pay 
ment Mon ivlv m ihe pro. d- thereof, or lhe right- of the Grantee 
therein or adversely nlTWts the rate of discharge of the Production 
Payment; 

(ii) tbe Grantors' interest in production of Hydrocarbons 
pro Ineed from each Suhject Interest specifically described in 
Exhibit A hereto (after deducting all applicable royalties, over
riding royalties, production payments and other payments out of 
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production not owned by tlie Grantors and before giving effect to 
the Production Payment hereby conveyed to the Grantee) is at 
the dllle hereof no less than that interest shown under the head
ing "Net Revenue Interest'' opposite the description of each such 
Subject Interest; 

(iii) the Grantors have tbe legal right, power and authority 
to create and confer upon tbe Grantee the rights of the Grantee 
granted by the terms of this Conveyance; 

(iv) the Production Pnymont is, nnd at the time of proper 
recording of this Conveyance in each place as may be required by 
law in order fully to preserve nnd protect thc interest of the 
Grantee in the Production Pnyment will be. free and clenr of all 
liens, charges anil encumbrances of every character, except the 
liens, charges and encumbrances permitted by Paragraph 14(f) 
hereof and except such liens, charges and encumbrances ns may be 
vested in persons claiming the Production Payment or any interest 
therein by, through or under the Grantee; 

(v) nil taxes and assessments of nny kind whatsoever (other 
than those contested by the Grantor in good faith) imposed or 
assessed with respect to or measured by or charged against or 
attributable to the Subject Interests have been duly paid or pro
vided for; 

(vi) there are no suits or proceedings pending or, to the 
knowledge of the Grantors, threatened against or affecting the 
Subject Interests, or nny part thereof, or the sule of Subject Min
erals produced therefrom, ln-fore uny court or by or before any 
governmental commission, bureau or any regulatory authority, 
which if decided adversely to the interests of the Grantors would 
materially adversely affect the Production Payment, or the Pro
duction Pavment Minerals or the proceeds thereof or rights of the 
Grantee tl in or would adversely affect the rate of discharge of 
the Production Payment; 

(vii) to Grantors' knowledge, all rents nnd royalties that have 
become due prioi to the Effective Date with respect to the Sub
ject Interests or production therefrom, and all liabilities of any 
kind or nature incurred with respect to the Subject Interests prior 
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to such date, have been paid or have been provided for, and no 
Grantor has received any notice of default or claimed default with 
respect to tbe Subject Interests or any part thereof or any interest 
in production therefrom; and 

(viii) all price received by Grantors under presently existing 
Snles Coin:acts are collected in accordance witli all existing rules, 
regulations, and orders of tbe Federnl Energy Regulatory Com
mission, or its predecessor, establishing maximum lawful prices 
for the sale of natural gas. 

(b) The Grantors hereby jointly and severally bind themselves, 
their successors and assigns, to warrant and forever defend their title to 
the Subject Interests and the Grantee's title to tbe Production Payment 
against the lawful claims and demands of every person who shall claim 
the same or any part thereof, and the Grnntors will indemnify and hold 
the Grantee harmless from ami against all loss suffered by the Grantee 
resulting from any failure of or defect in the title to tbe Subject 
Int sts or tbe Production Puyment as warranted above in this Para-
grn. a JO. This Conveyance is made with full substitution and subroga
tion of the Grantee in nnd to all covenants and warranties by others 
heretofore given or made in respect of the Subject Interests or any part 
thereof. 

(c) The Grantors jointly and severally represent and warrant as 
follows: 

(i) Each of the Grantors is a corporation duly organized and 
validly existing in good standing under the laws of the State of 
Delaware, is duly qualified and in good standing as a foreign cor
poration in each Stato in which such Grantor owns Subject 
Interests and has the legal right, power and authority, corporate or 
otherwise, to conduct its business nnd to own its properties (includ
ing the Subject Interests) and to convey to the Grantee the Pro
duction Payment and all of the rights, titles, interests, estates, 
remedies, powers nnd privileges appurtenant or incident thereto in 
the manner hereby contemplated, and to execute and deliver, and 
to perform all of its obligations under, this Conveyance. 

(ii) The making ard performance by the Grai.tors of this 
Conveyance, and the conveying by tne Grnntors to the Grantee of 



45 

thc Production Payment, havo boon duly authorized by all neces
sary corporate action (including any si arc-holder approval) 
the part of each Crantor and do not nnd will not (A) viol 
any provision of any law, rule, regulation, order, writ, judg
ment, decree or determination presently in effect having appli
cability to any (iruntor or of the Certificate of Incorp ation 
or By-laws of any Grantor, or (B) result in a breac'i of or 
constitute a default under any indenture or bunk loan or credit 
agreement or uny other agreement or instrument to waich any 
Grantor is a party or by which it or its properties may he iresently 
bound or affected or (C) result in or require the creation or imposi
tion of any mortgage, lien, pledge, security interest, charge or other 
encumbrance on. upon or of any of the properties or assets of any 
Grantor (including the Subject Interests) under any such inden
ture, bank loan or credit agreement or other agreement or instru
ment; and no Grantor is in default under any such order, writ, 
judgment, decree, dotormina!ion, indenture, agreement or instru
ment in any way which materially adversely affects, or may 
materially adversely affect, the ability of the Grantors to perform 
their obligations under this Conveyance; and ail consents or 
approvals under such indentures, agreements and instruments 
necessary to permit the valid execution, delivery and performance 
by the Grantors of this Conveyance and the conveying of the 
Production Payment by the Grantors to the Grantee have beea 
obtained. 

(iii) Assuming the due authorization and execution thereof 
on the part of tbe Grantee, this Conveyance constitutes the legal, 
valid ami binding obligation of tbe Grantors enforceable against 
the Grantors in accordance with its terms, except ,.s limited by 
bankruptcy, insolvency or other similar laws of go ' applica
tion relating to or uffeeting the enforcement of cred: rights. 

(iv) All consents nnd waivers necessary to permit the valid 
convoying of the Production Payment to the Grantee have boon 
obtained or the time for giving such consents or waivers has 
expired following a written request therefor given by the Grantor. 

(v) No authorization, consent, approval, license or exemption 
of, and no filing or registration with, any court or governmental 
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department, commission, board, bureau, agency or instrumentality, 
domestic or foreign, is or was necessary to the valid execution and 
delivery hy the Grantors of this Conveyance or to the conveying 
by tbe Grnntors to the Grantee of the Production Payment or to 
the performance by the Grantor* of their obligations under this 
Conveyance iother than, in the Stnte of Louisiana, with rognrd to 
leases from the Stnte of Louisiana nr oolitieal subdivisions thereof, 
certnin governmental approvals which are not obtainable prior to 
the execution nnd delivery hereof and which are normally routine 
nnd will he obtained in due course) nnd ill the case of tbe perform
ance by the Grantors of such obligations, such authorizations, con
sents, approvals, recuses or exemptions which are routine and 
cither have been obtained or w i l l be obtained in due course. 

(v i ) No fire, explosion, nccident. earthquake, act of the public 
enemy or other casualty (whether or not covered by insurance) 
materially ndvet sely affecting nny material portion of tbe Subject 
Interests or the operation thereof, or materially adversely affecting 
tbe ability of the Grantors to perf- i their obligations under tbis 
Conveyance, hn- oecurred. 

(v i i ) The offices where tbe Grantors beep their respective 
records concerning the Subject Interests and the Production Pay
ment nnd die payments to bo made to the Grantors in respect of 
production from the Suhject Interests nnd in respect of 'ho Pro
duction Payment are located in the State of Texas. The Grantors 
hereby agree that sneii records wil l be kept in such State or, 
af ter (50 days' prior written notice to the Grantee in respect there
of, in nny other State or States of the United 

(v i i i ) No information, exhibit, mem or report 
(excluding estimates contained therein) furnisheo ATI t ing hy the 
Grantors to the Crantee in connection with the sale of the Produc 
tion Payment or by the Grantors to Ryder Scott Company Petro
leum Engineers or DeGolyer nnd MacXaughton in connection with 
their evaluation of the Subject Interests contained i n y material 
misstatement of fact or mitted to stnte a material fact relative to 
tlm subject matter thereof or nny fact necessary to nr he state
ments contained therem not misleading. A l l estimates •>• furnished 
were prepared on the basis of assumptions, data, information, 
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test* or conditions believed to ho valid or accurate or to exist at 
the time such material was so furnished. 

(ix) All of the properties and interest with respect to which 
v.lue was given in the financial and engineering reports submitted 
by Ryder Scott Company Petroleum Engineers nnd the Grnntors 
to tho Grantee nnd its lenders in connection with tho negotiations 
for the purchase and financing of the Production Payment are 
Subject Interests tor, if less than all, tbe net effect of such differ
ence i" negligible). 

(x) Since Mnreh 31, If'Sl there hns not boon such a significant 
adverse change in the financial condition of the Grnntors, viewed 
ns n whole, n» to materially impair their ability to perform the 
obligations of the Grantors set forth in this Conveyance. 

The covenant-, representation" ami warranties contained in tbis 
Paragraph 20 shall survive the di>' ha rge of the Production Payment. 

21. Transfer of the Subject Interests. Except to the extent required 
by the terms of the relevant operating agreement, unit operating agree
ment, contract for development or other instrument in connoction wit** 
nonconsent operations conducted with respect to any Subject Interest 
(or any portion thereof) as to which uny Grantor's election not to par
ticipate shall have been made iu conformity with the provisions oi 
Paragraph 14(a) of this Conveyance, nnd except ns otherwise p-rmitted 
by Paragraphs 14 and lii of this Conveyance, the Grantors shnll not, 
prior to the termination of the Production Payment, without the prior 
written consent of the Grantee, which consent shnll not be unreasonably 
withheld, make or permit (i) nny surrender, abandonment, sale, con
veyance, assignment, lease, sublease or farmout. in whole or in pa-**, 
if any of the Subject Interests insofar as they include or cover Hydro
carbon * after the e edition nnd delivery of the Supplemental 
Instru Conveyance of Production Payment, any surrender, 
ahum sab-, conveyance, assignment, lease or sublease, in wdiole 
or in par*, o'* any of the Suhject Interests insofar as they include 
or cover sulphu r. 

22. Exception to PEjnnents. The acceptance by the Grantee of anv 
payment hereunder shall not preclude thu Grantee from taking escep* 
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tion to tho correctness of tho amount thereof: provided, however, that 
any such exception nust he specified hy the f i rm e in n notice given 
to the Grantors within 1J months after tiie date s. . payment is made. 

23. Transfer of the Production Payment. Nothing contained in this 
Conveyance shall tn- construed to limit or restrict in any way the right 
of the flrnntee to sell, convey, assign or mortgage the Production Pay
ment, in whole or in purt. 

24. Rights of Mortgagee or Trustee. Tf the flrnntee shall at nny 
time execute a mortgage or deed of trust covering nil or part of the 
Production Payment, the mortgagee! s) or trustee! s) therein named 
or the holder of any obligation secured thereby shall lie entitled, to 
tho extent such mortgage or deed of trust so provides, to rxorciso 
all tho rights, remedies, powers und privileges c 'erred upon the 
flrnntee lr the terms of this Conveys ice and to give or withhold nil 
consents required to be obtained hereunder by the fl motors, but the 
pro\isinns of this Paragraph 24 shall in no way lv> deemed or construed 
to impose upon the (Irantors any obligation or liability undertaken by 
the Grantee under such mortgage or deed of trust or under the obliga
tion secured thereby. 

25. Grantors' Rights to Make Payments to be Applied to Discharge 
of Production Payment. Anything in this Conveyance to the contrary 
notwithstanding, the (irnntors shnll have the rigid, at any timo and 
fron? time to tune, upon written notice furnished to the (lonntee and 
each of the mortgagees ond trust on referred to in Pnrngraph I hereof 
not less than 15 days before the Application Onto on which the cantors 
exorcise such right, to make payment (out of any funds of the Gr< ntors 
whether or not such funds are proceeds from the Subject Mineral • * to 
the Grantee on nny Application Date, which payments shall lie deet.. I 
to be proceeds of Production Payment Minerals for purposes of th'. 
Conveyance and shall be applied to the discharge of the P radio I ioi. 
Payment pursuant to the provisions of f'nragraph (i hereof, provi ied, 
/<•.«• that the lirautee ha- I ii provided with lhe indemnity spec
ified in Paragraph 5. Any such payment shall he in an amount sufficient 
to reduce the Primary Sum by $50,000,1)00, or u multiple thereof (unless 
the full aggregate sum of the amount specified in subparagraphs (a), 
(b), (c), (d), (e) and ( f ) of Paragraph 4 hereof, after application of 
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the proceeds of Production Payment Minerals on sucli Application 
Dote, is h'Bs than $.r>0,(M)0,()00, in which event si. Ii payment shall be an 
amount equal to such ful l aggregate sum), aud shall be made by a 
deposit to the credit of Grantee's account (Ko. 3!K)197r>3) with Citibank 
at 399 Park Avenue, New York, New Yo' 10043, in lawful currency of 
the United States of America and in in liately available funds. No 
payment made by 'be Grantors pursuant to this Paragraph 25 shall be 
added to, or have the effect of increasing, thc Purchase Price. 

26. Notices. Any notice, request, demand, report or other instru
ment wl >h may lie required or permitted to iw> given or furnished 
to or served upon either party hereto or other P?rson succeeding to 
any interest of either party hereto shali be deemed sufficiently given 
or furnished nnd served i f in writing and delivered to such party or 
Person or to on oflin r of ^ ch party or Person or deposited in thc 
United States mail in a sealed envelope, registered, with postage pre-
paid,addressed if to the Grantors to Pennzoil Company, Pennzoil Place, 
P.O. Box 29(17, Houston, Texas 77002, Attention: Harold E. Sorter, 
and if to th" Grantee to KM) West Tenth Street, Wilmington, Delawaie 
19801, Attention: Joseph A. Barbers, or to such other address ut th'. 
party or Person to be addressed shall ha.'o designated by written notice 
to the party or Person giving such notice or furnishing such report or 
making such request or demand. 

27. Further Assurances. So long as -•ermitted by applicable law 
SO to do, the Grantors w i l l execute und deliver ad such other and 
additional instruments. - otices, r«ieases, acquittances nnd other docu
ments, nnd will do all such other acts and things, as may IH- necessary 
more fully to assure to the Grantee all the rights and interests herein 
and hereby grunted or intend"d so io be. 

2fl. Binding E.iWt. All the ovennnts nn 1 agreements of the 
Grnntors contained in this Conveyance shall be deemed to be covenants 
running with the lnnd and the Suhject Interests and shnll bo binding 
upon all successors in interest to. and all assigns of, the Grantors 
and shall inure to the benefit of all successors iu interest to, nnd all 
assigns of, tbe Grantee. All references herein 'o either the Grantors 
or the Grantee shall include their respective successors and assigns, 
except that the term "Grantee"' as used in thiB Conveyance shall not 
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include any collection agent of any mortgagee or assignee for security 
purposes of the Grantee appointed by such mortgagee or assignee 
without the consent of the Grantors. 

20. Release or Failure of Title. No relense by the Grantee of any 
part of the Subject Interests from the Production Payment, and no 
loss or fnilure of title to any part of the Subject Interests, shall have the 
effect of reducing or increasing the amount of production of Subject 
Minerals ont of which the Production Payment is dischargeable oi 
reducing tbe amount of the Production Payment or creating any 
offset or other prejudice to tbe Production Payne nt, and the Produc
tion Payment shall continue in full force and effect as to the remainder 
of the Subject Interests until the full nmount of the Pioduction Pay
ment has been received by the Grantee na herein provided. 

30. Governing Law. The vr.lidity, effect and construction of this 
Conveynnce insofnr as it relates to uny conveyance or other disposi
tion nff •ting any Subject Interest, nny wurrnnties of title relating 
thereto ami the remedies herein provided for or provided for by law 
with respect to such Subject T crest shall bo governed by the laws of 
the jurisdiction in which sn**h .'.i joct Interest is located. With respect 
to all other mutters (including, without limitation, mntters of construe 
tion, validity und performance other than as set forth above in this 
Paragraph 30), this Conveyance shall l>c governed by and construed 
in accordance with the iaws of the State of Texas. 

31. Final Termination. Notwithstanding the other provisions hereof, 
the Production Pnyment shall, in any event, terminate one dny prior 
to the expiration of 21 years alter the death of the survivor of oil the 
descendants of Joseph P. Kennedy, father of the late President of the 
United States, who are living on the Effective Date. 

32. Headings. Paragraph headings used in this Conveynnce are for 
convenience only und shall not affect tho construotion of tnia Con
veyance. 

I N WI.-HFRS WMF.ar.or, the Grantors and the Oramoe hnve executed 
this instrument in the presence of the undersigned witnesses on the date 
set forth in tiie acknowledgments annexed hereto, in several counter-
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parts (ono of which with nil of the property descriptions included in 
Exhibit A is on file at the office of the Grantee referred to in Paragraph 
26 hereof, one of which with all said" property descriptions is to be 
recorded in Terrebonne Parish, Louisiana, and one of which with all 
said property descriptions is to be recorded in Culberson County, 
Texas), ench of which is nn original and all of which are identical, 
except that, to facilitate recordation, there are omitted from certain 
counterparts those property descriptions in Exhibit A which contain 
descriptions of property located in recording jurisdiction* other than 
the jurisdiction (County or Parish) in which the particular counter
part is to be recorded. Each of the counterpart: of tbis Conveyance so 
executed shall for all purposes be deemed lo be an original, and all such 
counterparts together Bhnll constitute but one and the same Convey
ance. 

PENNZOIL COMPANY 
PENNZOIL PRODUCINO COMPANT 
PENNZOIL O I L & GAS, INC. 
DUVAL CORPORATION 

Group Vire President, 
Pennzoil Company 

Vice President, 
Pennzoil Producing 
Ci .npany 

Vice President, 
Pennzoil Oil & Gas, Inc. 

[CORPORATE SEAL] 

[COBPORATI SEAL] 

[CORPORATE SEAL] 

[CORPORATE SEAXJ 

Ptct President, 
Duval Corporation 
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Attest-

.4 
SALLY HAZEN, SC< •cretary, Pennzoil Company 

Secretory, Pennzoil Producing Company 
Secretary, Pennzoil Oil & Gas, Inc. 
Assistant Secretary, Duval Corporation 

The address of Pennzoil Com
pany, Pennzoil Producing Com
pany, Pernzoil Oil & Gas, Inc. 
and Duval Corporation is: 

c/o Pennzoii Company 
Pennzoil Place 
P.O. Box 2967 
Houston, Texas 77002 

The address of NewDunstan, Inc 
ia: 

100 West Tenth Street 
Wilmington, Delaware 19801 

Grantors 

[CORPORATE SEAL] NEW DUNSTAN, INC. 

Attest: 
Grantee 

ANDREW M. RVKT.R, 

A s s ist a nt Secretary 

Executed by nil parties in the 
presence of tho undersigned 
cmitpetent w44«esso3: 
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STATE OF N E W Y O R K 

COUNTY OF N E W YORK 

BE I T R E M E M B E R E D , that T, Douglns A. Stuart, n Notary 
Public duly qualihVd, commissioned, sworn and acting in nnd for 
tlio County and State aforesaid. I -roby cer t i fy that on this 16th day 
of July, 11)81: 

There appeared before me severally each of the following persons, 
each residing at the address sr* for th below his name, nnd each thc 
designated officer of the corporations set oppo-ite his name, each such 
corporation being a corporation of the stale indicated and being a 
party to the foregoing instrument: 

Harold E. Sortor Group Vice President of Pennzoil Com-
!H0 Oak Valley puny, a Delaware corporation. 
Houslon, lexus 77024 

Vice President of Pennzoil Producing 
Company, a Delaware corporation. 

Vice President of Pennzoil Oil & Gns, Inc., 
a Delaware corporation. 

Vice President of Duval Coiporation, a 
Delaware corporation. 

Joseph Nalle 
3024 Chevy Chase 
Houston Texas 

Vice President of New Dunstan, inc., a 
Delaware corporation. 
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(A'-ibama) 

(ArkuuM) 

(Louisiana) 

(Mis i iu ipp i ) 

(Montana) 

Before mo personally appeared each such person, whoso name? 
a r t signed to tho foregoing conveyance, and who are known to me. 
and aolrnowlodged before mo on this day that, being informed of the 
contents of the conveyance, each, as such officer of each of tbe cor
porations set opposite his name nnd with f u l l authority, executed the 
same voluntarily for and as the act of said corporation. 

Before me appeared ench such person, to me personally well 
known, nnd each stated that he is thc designated officer of ench of the 
corporations set opposite his name, ar.d he is duly authorized in his 
capacity to execute the foregoing instrument for nnd in the name of 
said corporation, and fur ther stated and acknowledged that he had 
so signed, executed and do i ive red said foregoing i» trum«*nt for the 
consideration, uses and purposes therein mention' and set forth. 

Before me appeared each such person, to me personally known, 
who being by mo duly sworn, did sny that he is the designated officer 
of each nf the corporatinns set opposite hi - name, and lhat the seal of 
such corporation affixed to the foregoing instrument is the corporate 
seal of the corporation ami that the instrument wa- signed and -enlcd 
in behalf of the corporation by authority of the Board of Directors 
of such corporation and that oach acknowledged the instrument to be 
thc free act and deed of thc corporation. 

Before ino personally appeared each such person and acknowl
edged that bo signed and delivered tho foregoing instrument on the 
day nnd year therein mentioned as the act and deed of ench of tho cor
poration- set oppo-it.- h i - name, liaxini: first lieeii authorized to do so. 

Before me personally appeared oach such person, known to me to 
bo the designated officer of each of the corporations set opposite his 
nnme that executed the within instrunient and acknowledged to me that 
such corporation executed the snmc. 

Be*'mi • "T; this date appeared each such person, to mo person
ally know , . f whom, being by me duly sworn, did sny that be is 
t l d< " of each of the e-irpoi at ion- si t opposite his name, 

(Ncw Mexico) ad th'd . fixed to said instrunient was signed nnd sealed in 
hnK . i o i • oration by authority of i t - Board of Directors, and 

each .. .o acknowledged said instrument to bc the free act and 
t1 ' ' . r- - .*t"'on. 
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(New York) 

">onn PiVota) 

(Pennsylvania) 

(Texas) 

(Wer t Virginia) 

(Wyoming) 

Before me personally came each such person, to me personally 
known, and each, being by me duly sworn, did depose and say that lie 
resides at the address sot for th below bis name nnd is the designnt»d 
officer of each of the corporations set opposite his name nnd that said 
corporation is described in and executed the above instrument: that h" 
knows tho seal of the corporation: that the seal affixed to such instru
ment is sueh corporate seal: that it was so affixed by order of the Bon.-d 
of Directors of the corporation: nnd that he signed his name thereto by 
like order and that the instrument was the free act and deed of the 
corporation. 

Before mo on this date personally appeared each such person. 
known to me |o hr (he designated officer of each of the corporal ion-' -ot 
opposite his name, which corporation i< de-crihed in nnd executed the 
within instrument, and each acknowledged to mc that such corporation 
executed tho same. 

Before mo personally appeared each such person nnd acknowl
edged himself to be the designated nicer of each of the corporations set 
opposite bis name, and that he. as sueh officer, being authorized so to do, 
executed tho foregoing instrument for the purposes therein contained, 
by signing the name of the corporation by himself as such officer. 

Before mo on this day personally appeared each such person, each 
of whom is known to mo to bo the person whoso name is subscribed 
to the foregoing instrument, nnd known to mo to be tbe designated 
officer of each nf the corporation- sei opposite his name, ami each 
acknowledged to me that he executed snid instrument for the purposes 
and consideration therein expressed, in the capacity therein stated and 
as the act and deed of said corporation. 

Ench such person hns this day in my snid County, before mo. 
acknowledged the snid instrument to be the net and deed of each of the 
corporations -et opposite his name. 

Before mc on tbis day apponrod each such person to me personally 
known, each of whom, being by me duly "worn, did sny that he is tho 
d-'signnled officer of ench of Ihe corporations sol opposite his name, and 
that the seal affixed to said ninstru nent is the corporate seal of said 
corporation and that said instrument was signed and sealed in behalf of 
said corporation by authority of its Board of Directors, and each such 
person acknowledged it to be the free act ana deed of said corporation. 
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I N WITNESS WHEREOF, T havo hereunto sot my hand and official 
seal, in the City, Count v and State of New York, this 16th day of Julf, 
1981. 

Notary Public 

....^^./.^fc«r< 

Notary Public. State of New York 
No. 31-4729635 

Qualified in New York County 
Commission Expires March 30,1983 

My Commission expires 
March 30, 1983. 



EXHIBIT A 
to 

Instrument of Conveyance 
of Production Payment 

ATTACHED T O AND FORMING A PART OF THAT CERTAIN 
INSTRUMENT O F CONVEYANCE OF PRODUCTION PAYMENT 

D A T L L JULY 16, 1981 B E T W E E N 
PENNZOIL COMPANY, E T AL. AND 

NEW D U N S T A N , I N C 

Tliis Exhibit A contains tho specific descriptions of tbe Subject 
Interests which are referred! t<> in Paragraph 1 of this Instrument of 
Conveyance of Production Payment as being specifically described or 
referred to in tbis Exhibit A. 

PART ONE of this Exhibit A set- forth those Subject Interests 
located offshore Texas and Louisiana, and PART TWO of this Exhibit 
A sets forth those Subject Interests located in the States of Alabama, 
Arkansas, Louisiana, Mississippi. Montana. New Mexico. New York, 
North Dakota, Pennsylvania. Texas, West Virginia and Wyoming. 

The Subject Interests nre expressly limited to the Leases set forth 
in this Exhibit A insofar and only insofar as they cover lands and 
depth intervals iu which one or more of the (iranters own or hold an 
interest am' do not include lands nnd denth intervals in which none of 
the Grantors own an interest, even though such lands or depth intervals 
are covered by the Leases set forth in this Exhibit A. 

PART ONE of Ibis Exhibit \ ,-«for> to the " B L M or Stale Lease 
No." for each of the Lease- listen the roi i, Those Leases sn listed 
having a number with the prefix "OCS-G" are Leases issued by the 
United States of America as Lessor throu di the Bureau of Land Man
agement (the " B L M " ) of 'he United States Department of the Inte
rior. Those Leases listed i . 1 irt One of this Exhibit A having a number 
with the prefix "St. Ls." are Leases issued by the State of Louisiana 
as Lessor. 

In the case of each Subject Interest set forth in P.\RT ONE of 
this Exhibit A. there is shown under the heading "Nel Revenue Inter
est" Penn/.oil Oil & Gas, Inc.'s (under the sub beading "POOI") and 
Pennzoil Producing Company's (under the sub-heading "PPC") respec
tive interest (expressed in percentages) in total production of Hydro-
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vurhnns produced ni" l saved from ami that accrues or is a t 'nhu v >1 I . * 
thc relevant Subject Interest after di 'durtiug all app1'.cable roy*.Uie , 
overriding royalties, prnehiction payments ami otic r pay moms om -»f 
production not owned liy Pennzoil Oil & Gas, I nc or P> nn/.od ' reducing 
Company, as the ease may he. 

In PART TWO of this Rxhihit A, ther - is shown opne *.\ • ) the 
description of ene h Subject Interest, or ( i i ) the well l.ieat'ii up i or 
from which production is attributable to such Subject In* rest or 
( i i i ) tl;<' uni! which contains sn.h Subject Interest e>r a portion lhe r 
under the- heading "Nel Revenue- Interest" the- aggregate interest of 
Grantors (expressed in decimal-) in total production of Ilyelrocarhons 
produced ami saved from nnd lhat accrues or it attributable to the 
relevant Subject Interest, well oi unit, a- the cose may he. after de
ducting all applicable' royalties, overriding royalties, production pay
ment.- ami other payments out of productioi >t owned hy the Grantors 
or any e»f them. Where the Nel Revenue interest is listed opposite 
a well or unit. Ihe relevant Subject Interests are listed below such widl 
or unit. 

The Lenses set forth in PART T W O of this Exhibit A may be 
committed In mure than one pool or unit, or may cover lands situated 
in more than one count) eo- parish; consequently, such Lease's may be 
li-ted more than once- in this Exhibit A. Such repetition is not intetnleil 
to nor shall it be construed as enlarging or otherwise affecting the' 
Subjeel Inte rest or Subjeel Interests which appertain lo such Lease. 

Al l recording references in PART T W O of this Exhibit A are to 
the official records in tin oflice of the county or parish clerk or recorder 
of the count lev r parishes in which the relevant Subject Interests are 
situate d. 

On Ihe pay.- nf PART TWO of this Exhibit A relating to hinds 
located in varieni- Pan-he- within the State of l.oui-iana, the State of 
Louisiana i - identified in the hr-t line- of the i pper left corner of each 
of -aid pane- by Ihc teller- " L A " ami tbe respective Parishes are 
identified iu Ibi' -eeoml line of the upper left coiner of each cd' said 
page-!. The column appearing on each of -ai I page- under lhe head
ing "Heeordilig Rook-Pagi " or "Recorded Rook Page" sets forth 
recording reference* to the public rei'ords ed* the particular Parish con
cerned. The " R o o k " referred to i * the book maintained by each Parish 
as a part of its official Conveyance Records, including the Conveyance 
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Rook or any book which ihc Parish may maintnin for tho recordation 
of documents evidencing oil, gas and mineral transactions. !n some 
instances, the recording reference set forth may also include (or con
sist solely of) the entry number, file number, original act number, or 
registry number, etc. under which a particular document is filed. 

In the description of the Subject I terests for the states of New 
York, Pennsylvania and West Virginia, the Net Revenue Interest of 
Grantor:) is listed opposite a "Farm" number nnd name. The Farm 
designation denotes the interest of the Grantors with reference to a 
single and unique royaltx interest originating from one grantor or 
|e*»or (either leasehold nl fee). All uf I lie Leases to which the Farm 
designations relate are de-cubed in the pages immediately following 
tii listing of Farms, by county, nnd the description of such Leases, 
standing alone. ' .ostilutes a complete description of all of the Leases 
intended to be covered by this Conveyance. 



PART ONE 

OFFSHORE SUBJECT INTERESTS 

TEXAS 

B L M or Slate 
Lease No. 

OCS-G-2398 

Effective 
Date 

8- 1-T.j 

OCS-G-2403 8- 1-73 

OCS-G-2414 8- 1-73 

OCS-G-2416 8- 1-73 

OCS-G-2418 8- 1-73 

OCS-G-2422 8- 1-73 

OCS-G-2739 

OCS-G-2745 

7- 1-74 

OCS-G-2426 8- 1-73 

OCS-G-2429 8- 1-73 

7- 1-74 

DescrlnHon 

All of Block A-273, High Island Area, 
East Addition, Sooth Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

All of Block A-279, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

Al l of Block A-323, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

All of Block A-325, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

All of Block A-327, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

All of Block A-332, High Island Area, 
East Addition, South Exiension, 
OCS Official Leasing Map, Te/as 
Map No. 7C 

All of Block A-339. High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map Texas 
Map No. 7C 

All of Block A-340. High Island Area, 
East Addition, Sou h Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

All of Block A-351, High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

All of Block A-355. High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

Net T gvenue Interest 

_yxa ppc 

.12639 11.24999 

1.00124 14.16666 

1.0C124 11.66662 

7.22016 57.14286 

1.00124 8.33333 

1.00124 8.33333 

1.00124 28.33332 

1.00124 28.33332 

2.88528 36.62186 

7.34246 9.44166 

1 



or State Effective 
No. Date 

NatR 

POCI PI*C 

OCS-O-2746 7- 1-74 

OCS-O-2366 8- 1-73 

0CS-G-23C7 8- 1-73 

OCS-Q-2372 8- 1-73 

OCS-G-3118 4- 1-75 

OCS 0-2378 8- 1-73 

OCS-O-2704 7- 1-74 

OCS-G-2779 10- 1 74 

OCS-O-2705 7- 1-74 

OCS-G-2706 7- 1-74 

OCS-G-2384 8 1-73 

OCS-O-2388 8- 1-73 

OCS-O-2389 8- 1-73 

All of Block A-35o, High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

All of Block A-474, nigh Island Area, 
South Addition, OCS Official 
Leasing Map, Texas Map No. 7B 

S Vi of NE y 4 & SE »4 of Block A-475, 
High Island Area. South Addition, 
as shown on OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-489, Hicl Island Area, 
South Addition, OCS . *fficial Leasing 
Map, Texas Map Nr. iB 

AU of Block A 490. High Island Area, 
South Addition, ns shown on OCS 
Official Leasing Map, Texas Map 
No. 7B 

All of Block A-520, Hi?h Island Areo, 
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-545. High Island Ares 
South Addition, OCS Official 
Leasing Map, Texas Map No. 7B 

All of Block A-546. High Island Area, 
South Addition. OCS Official 
Leasing Map, Texas Map No. 7B 

All of Block A 547. Hieh Island Area, 8.67746 11.66666 
South Addition, OCS Official 
Leasing Map, TexaB Map No. 7B 

10.01245 12.49999 

1.00124 9.99999 

1.0M241 9.999996 

1.00124 12.49999 

1.10137 13.66667 

1.00124 9.99999 

6.67497 8.33333 

8.67746 11.66666 

All of Block A-548. High Island Area, 
South Addition. OCS Official 
Leasing Map, Texas Map No. 7B 

All of Elock A-555. H'gh Island Area, 
South Addition. OCS Official 
Leasing Map, Texas Map No. 7B 

All of Block A-563. Hieh Island Area, 
South Addition, OCS Official Leasing 
Mop, Texas Map, No. 7B 

All of Block A-564. Hieh Island Area, 
South Addition, OCS Offieicl Leasing 
Map,-No. 7B 

8.G7746 11.66666 

1.00124 12.08332 

1.00124 0.99999 

1.00124 9.99999' 

2 



****** P t » 

OCS.O-2390 8- 1-73 

OCS-G-2719 7- 1-74 

St. L i . 7604 4-17-78 

D t script low 

All of Block A-570, High Island Area, 
Soulh Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

Al l of Block A-f>82, High Inland Area, 
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

LOUISIANA 

TRACT 14836 — PORTION OF 
BLOCK 3 SABINE PASS AREA, 
Cameron Parish, Louisiana. That 
portion of Block 3, Sabine Pass Area, 
Cameron Parish, Louisiana, belong
ing to the State of Louisiana and net 
under a mineral lease on January 23, 
1978, descri'ied us follows: Beginning 
at a point on the North line of Block 3, 
Sabine Pass Area I living Lambert 
Plane Coordinates of X - 1,217,855.14 
and Y « 364,274.14; thence East 
9,612.44 feet along said North line to 
a point having Lambert Plane Coor
dinates of X - 1,227,467.58 and 
Y - 3(54,274.14: thence Southerly aad 
Southwesterly along an arc having a 
radius of 18,240.60 foe* ond a vertex 
of X - 1.209,227 and Y - 3644245 
to a poir t on the South line of said 
Block 3, having tamlwrt Plane 
Coordinates of X - 1,219,987.06 and 
Y - 349,516.10; thence West 2,131.92 
feet along said South line to a point 
having Lambert Plane Coordinates of 
X - 1,217,855.14 and Y -349,516.10; 
thence North 14,758.04 feet to the 
point of beginning, estimated to 
contnin approximately i,497.59 acres, 
a3 shown outlined in red on a plat 
on file in the Office of the Secretary, 
Department of Natural Resources, 
LESS ANU EXCEPT that portion 
thereof, if any, which is more than 
three nautical miles from the coast 
line as determined by the Report of 
the Special Master in the litigation in 
the Supreme Court of the LTnited 
States styled United States v. State 
of Louisiana et al. No. 9 Original, 



B L M or Stata Effective 
Loaae No. Date POC1 PPC 

OCS-G-4144 9- 1-79 

OCS-G-4379 11- 1-80 

OCS-G-2839 12- 1-74 

OCS-G-2224 2- 1-73 

OCS-G-2225 2- 1-73 

OCS-O-3284 8- 1-75 

OCS-G-2436 8- 1-73 

OCS-G-2021 2- 1-71 

OCS-G-2850 12- 1-74 

OCS-G-2559 5- 1-74 

41.(56605 

said three mile line as set out in the 
June, 1975. decree of the Supreme 
Court. All bearings are based on 
Louisiana Lambert Plane Coordinate 
System (South Zone). 

That portion of Block 3 which is more 
than three geographical miles seaward 
from tbe line described in tbe supple
mental decree ofthe U.S. Supreme 
Court, June 16.1975 (United StateB 
vs. Louisiana, 422 U.S. 13) Sabine 
Pass Area, as shown on OCS Official 
Leasing Map, Louisiana Map No. 12. 

All of Block 53, West Cameron Area, as 
shown on OCS Leasing Map, Louisiana 
Map No. 1 

All of Block 352, West Cameron Area, 
West Addition, OCS Official Leasing 
Map, Louisiana Map No. IA 

Al l of Block 532, West Cameron Area, 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

All of Block 533, West Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

All of Block 563. West Cameron Area, 
South Addition, as shown on OCS 
Official Leasing Map, Louisiana Map 
No. IB 

Al l of Block 586, West Cameron Area, 16.68742 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. I B 

All of Block 587. West Cameron Aiea, 22.80504 
South Addition, Official Leasing Map, 
Louisiana Map No. 1 B 

All of Block 60!), West Cameron Area, 8.89906 5.55555 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

All of Block 617 West Cameron Area, 8.89996 5.55555 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

41.66665 

8.34372 20.83333 

2.22009 22.22499 

2.22009 22.22499 

25.03113 20.83332 

4 



Nt. D t U 

OCS-fl-286* 12- 1-74 

OCS-0-2046 I - 1-71 

OCS-0-20G2 ?- 1-71 

OCS-O-2439 8- i-73 

OCS-O-2078 2- 1-71 

OCS-O-2882 12- 1-74 

OCS-G-2883 12- 1-74 

OCS-O-2587 5- 1-74 

OCS-O-04.9 12- 1-54 

OC8-0-0478 1- 1-55 

OCS-0-2102 2- 1-71 

OCS-O-2900 12- 1-74 

OCS-C 1156 7- 1-75 

Al l of Block 237, Eaat Cameron Area, 
South Addition, OCS Officul Leasing 
Map, Louisiana Map No. 2A 

Al l of Block 270, East Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

A l l of Block 334, East Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

Al l of Block 335, East Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

Al l of Block 228, Vermilion Area, OCS 
Official Leasing Map, Louiaiana Map 
No. 3 

A!5 of Block 125. South Marsh Tsland 
Area, South Addition, OC A Official 
Leasing Map, Louisiana !>iap No. 3C 

All of Block 127, South Marsh Tsland 
Area. South Addition, OCS Official 
Leasing Map, Louisiana Map No. 3C 

All of Block 128. South Marsh Tsland 
Area. South Addition, OCS Officinl 
Leasing Map. Louisiana Map No. 3t"! 

Al l of Block 53. Eugene Tsland Aren as 
shown on Official Leasing Mop. 
Louisiana Map No. 4 Outer Confine cal 
Shelf Leasing Map (Louisiana 
Offshore Operations) 

E V; of Block 1 IH. Eugene Tsland Area as 
shown on Official Incasing Map, 
Louisiana Map No. 4 Outer Continental 
Shelf Leasing Map (Louisiana 
Offshore Operations) 

All of Block 256, Eugene Island Area, 
OCS Official Leasing Map, Louisiana 
Map No. 4 

All of Block 261, Eugene Island Aren, 
OCS Officinl Leasing Map, 
Louisiana Map No. 4 

All of Block 262. Eugene Island Area, 
ns shown on OCS Official Leasing 
Map, Louisiana Map No. 4 

FOCI ffC 

2.22409 5.55555 

16.68741 

23.36239 

23.36239 

17.9273 

8.89995 5.55555 

8.89995 5.55555 

8.89995 5.55555 

23.1054 

83.33333 

41.66665 

5.56247 13.88889 

5.56247 13.88888 

5 



• L M or Stata E f a r t H * 
i No. Data 

Nn S r 

i fC 

OC8-G-2104 2- 1-71 

OCS 0-2607 5- 1-74 

OCS-G 2115 1- 1 71 

OCS-G-2317 2- 1-73 

OCS-G-3332 3- 1-76 

OCS-G 3409 1 1-77 

OCS-G-0823 5- 1-00 

OCS-G -1525 7- 1 67 

nrSG-1984 9 1-70 

OCS-G-2177 11 1-72 

OCS.O-3.16 1- 177 

gitc/ipttor. 

All of Block 295, Eugene Inland Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Mnp No. 4A 

Al! of Block 312, Eugene Island Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 4A 

All of Block 330, Eugene Island Area, 
South Addition, OCS Officinl Leasing 
Mnn No. 4A 

All of Block 333, Eugene Island Area, 
South Addition, OCS Official Leasing 
Map No. 4A 

All of Block 337, Eugene Island Ares, 
South Addition, as shown on OCS 
Officinl Incusing Map, Louisiana 
Map No. 4A 

All of Block K I , Eugene Island Area, 8.34371 20.83333 
Smith Addition, as shown on OCS Official 
leasing Map, Louisiana Map No. 4A 

6.76497 

2.22499 22.22221 

16.68741 

2.22499 22.22221 

16.68741 

All of Block 186, Ship Shoal Area, as 
shown on Officinl Leasing Mnp. Louu»-
innn Mnp No. 5, Outer Continental 
Shelf Leasing Map (Louisiana OfT
shore Operations) 

All of Block 222. Ship Shoal Area, 
OCS Official Leasing Map, 
Louisiana Map No. 5 

N 1 '< Block 225, Ship Shoal Area. 
OCS Official Leasing Map, 
IiCMisiana Mnp No. 5 

All of Block 49 South Pass Area, as 
shown on OCS Officinl Leasing Map, 
Louisiann Map No. 9 

That portion of South Pass Block 57 
located mon than three geographical 
miles seaward from the line described 
in the supplemental decree of the 
P.S. Supreme Court. June 16.1975 
(C.S. vs. Louisiana, 422 U.S. 13) to 
one foot seaward of the Third Supple
mental Decree Line (404 U.S. 388. 
December 20. 1971) ns shown on OCS 
Officinl Leasinir Map, Louisiana 
Map No. 9 

28.33332 

15.83332 

19.79165 

3.33748 8.33333 

6.67497 ]G.GGC^7 
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•BLM-wSHrte 
Leu* No. 

St. Ls. G310 

Effective 
Date 

5-13-74 

OCS-G-2185 10- 1-72 

OCS-0-3195 7- 1-75 

OCR-0-3417 1- 1-7 

OCS-0-2!) 47 12- 1-74 

Den-SpUon 

Trnct 13018, being those portions of 
Blocks 57 nnd 58, South Pass Ar°a, 
Plaquemines Parish, Louisiana, 
belonging to the State of Louisiana 
and not under mineral lease on 
March 4.1074 and being more par
ticularly described in Exhibit A to 
Assignment recorded iu C.O.B. 
No. 40h\ Polio 405. Records of 
Plaquemines Parish, Louisiana 

Block 78, that portion which is more 
than 3 geographical miles seaward 
from tbe line described in paragraph 
1 of tbe Supplemental Decree of the 
U.S. Supreme Court entered 
December i3,1005 in the U.S. v. 
Louisiana No OOriginnl (382 U.S. 
288). South Pass Aren. South and 
East Addition, ns shown on 
OCS Officinl Leasing Mnp, 
Louisiana Mnp N'o. OA 

Block 72. Main Pas- Area, that portion 
located more than on" foot seaward 
ofthe Third Supplemental Decree 
Line (404 U.S. 388 (December 20, 
1071)), OCS Official Leasing Map, 
Louisiana Map No. 10 

That portion of Main Pass Blocks 7 
nnd 74 located more than three 
geographical in des seaward from 
the line described in the 
supplemental decree o f the U.S. 
Supreme Court, dune 10, 1075 
(U.S. vs Louisiana. 422 U.S. t3) 
to one foot seaward of the Third 
Supplemental Decree Line (404 
T'.S. 3S8,1), tuber 20. 1071) 
as shown on OCS Officinl Lensing 
Map, Louisiana Map No. 10 

Al l of Block 73. Main Pass Area. OCS 
Official Lensing Mnp. Louisiana Map 
No. 10. That portion located more 
than one foot seaward of the Third 
Supplemental Decree Line (404 

S. 388 (December 20. 1071)) 

Nf t Revenue Interest 
POOI PPT 

5.92738 14.80 

5.00022 12.49099 

•,54441 18.83758 

7.54441 18.83758 

7.54441 1S.S3758 

7 



B L M or Stato Effective 
i No. Data 

OCS-G-2193 10- 1-72 

OCS-G-3206 7- 1-75 

OCS-G-3500 8- 1-77 

OCS-G-378S 6- 1-78 

Dfcrtption 

All of Block 140, Main PUBS Area, as 
shown on OCS Official Leasing Map, 
Louisiana Map No. 10 

A l l of Block NGG3EG3, Mobile South 
No. 2, as shown on OCS Official 
Leasing Map, Nil-10-10 (Also known 
as Block 03), Mississippi Canyon 
Area, as shown on OCS Officinl 
Protraction Diagram NH-KJ-10 

All of Block 253, West Cameron Area, 
us .shown on OCS 1 fflicial Leasing 
Mup, Louisiana Map No. 1 

Al l of Block 372, Eugene Island Areu, 
South Addition, (ICS Ofhciul Leasing 
Map, Louisiana Map No. 4A 

Net rWvenoo loteratt 

P K FOCI 

3.33748 8.33333 

3.33748 8.33333 

10.01245 25.0000 

12.4999 12.4999 

8 



PART TWO 

STATES ( F ALABAMA. ARKANSAS. LOUISIANA, MONTANA. MISSISSIPPI. 
NEW MEXICO. NORTH DAKOTA, TEXAS. WYOMING NEW YORK, 

PENNSYLVA IA AND WEST VIRGINIA 



EXHIBIT B 
to 

Instrument of 
Conveyance of 

Production Payment 

DISCHARGE SCHEDULE 

(tegular 1 Ivctrocnrhonj Minerals 
Appiicatioa Monlt.lv Monthly 

pale Prrirnl.igc Percentage 

OctolM-r I , 19S3 1.2011% 0.0320% 
XovernVr 1. 1.2011% 0.9320% 
Dccend»-r 1. I!»s:* 1.2011% 0.0320% 
January 1. i!»H4 1.2011% 0.0320% 
February 1. 1!H4 1.2279% 0.0800% 
March 1*. 10*4 1.2279% 0.0800% 
Apri l 1. I!IS4 1.2270','. 0.0800% 
May 1. I!»s4 1,2279% 0.!»800% 
Julie 1. I9S4 1.2279% 0.9800% 
July 1. I!»s4 1.2270% 0.9800% 
August 1, 10S4 1.2279% 0.9800% 
SeplendMM- 1. 1!»S4 1.2279% 0.9S00% 
Octolx-r 1. 10S4 1.2279% 0.0800% 
November I . 19S4 1.2279% 0.9800% 
December 1, i9S4 1.227!»r; o.osoor; 
January 1. I!>S."i 1.227!lf; 0.0800% 
February 1. 1!>S,"> l.27<»sr; 1.00fKl% 
Mareli 1. 1'K", i.L'7i is% LOfiOOtf 
Apri l 1. i.27os% ux;<ki% 
May I . I'»sr> i.2"os% i.oooof; 
Jttlie I . i.27ns% 1.0000% 
Jul) 1. M>S., l.27iis': 1.0000% 
Angus' 1. I9S.-, i.27os% i.onoo% 
ScplomlMT 1. I!K") i.27( is ' ; 1.0000% 
Oetol.H !• 1. 1' iS.*i 1.271 is ' ; l.(Xy>0% 
November 1 . 1.2708% 1 .0<;00% 
December 1. IOSJ I.270S'; 1.0000% 
January 1. |!K<; 1.27i IS', 1.0000% 
February 1. lost; 1.3*34% 1.2440% 
March 1. I!»s«; I.:K?4% 1.2+10% 
Apri l 1. I?»sfj 1.3*34% 1.2440% 
May 1. P»s<; i.:is:»4'; 1.2440% 
June 1. I'lSli i . ;wi ' , ; 1.2440% 
July 1. Iltsii l .:ts:t4T? 1.2440% 
August 1. l!»St; 1.3834% 1.2440% 
September 1. I'lSt! i.:is:i4',; 1.2440% 
October 1, 19S<J l.:,.834'/c 1.2440% 
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DISCHARGE SCHEDl U l — Continued 

Rtgutar Hydrocarhom Mit <ab 
Application Monthly •nthly 

Date Pmitilasc 'V..rnfacc 

November 1, 1080 i ..1831';; 1.2440% 
l>eeend>er I . lf»Sf» * .58.'14% 1.2440% 
.In mm iy I . I OS" 1.. s:t4% 1.2440% 
February 1. 1!»87 i :!'•:;',' 1.2720% 
March 1, 1987 '..M37% l.u720%-
April 1. 1!»S7 1.3137% 1.2720% 
Mav i . 1087 1.3137'; 1.27207c 
June 1,1 !)87 1.3137% 1.2720% 
July 1. 1087 1.3137% l . '720%. 
August 1, *;i&7 1.3137% 1.2720% 
Septi'niter 1. 11)87 1.3137% 1.2720% 
Oeb.oer 1. 1087 1.3137% 1.2720% 
November 1.1087 1.3137% 1.272-
Deoember 1. 1987 1.3137% 
Jnnuury 1. 1088 1 31377-- . '720'' 
Febrile'y 1. 1088 1 .3244% 1.5720 c 
Mu-ui i. nm 1.3244% 1.3720% 
April 1,108» 1.3244% 1.J720% 
May 1, !0*8 1.3244; 1.3720% 
June 1.10«8 I..1*241% 1.37:9% 
July 1. 1088 1.3244% 1.372u% 
August 1. 1P8q 1.3244% i . . :207c 
September 1. I.\;.J 1.3244% 1.37. )7o 
OctolH'r 1. IMSf 1.3244% 1.37207c 
November 1. 1088 1.3244% 1.37207c 
December I . 1088 1.3244% 1.3720% 
January 1. 108!) 1.32447 1.3720% 
Feiirtar.' 1, 1080 1.3351% 1.4920% 
Morel 1. 1080 . . 1.3351% 1.4'20% 
April \ 1080 1.3351% 1.492;i%> 
May 1, 1080 1.3351% 1.4920% 
June 1,1080 1.3351 % 1.4020% 
July 1,1080 1.3351% 1.4!»°0% 
August 1. iOSO 1.3351 V* 1.40207c 
Septeml* r 1. 1)89 1.3351% 1.4920%. 
October 1. 108) 1.3351% 1.40207c 
November 1, 1089 1.3351% 1.4020% 
December 1, 198!) 1.33*i% 1.402!)% 
Jnnunrv 1. 1990 1.3331% 1.4920,1 

1.4404% 
March 1, 1990 — 1.4404',;; 
April 1, 1990 1.4404% 
May 1. 1090 1.4404% 
June 1,195)0 . . 1.4404% 
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EXHIBIT C 
to 

Instrumen' of Conveyance 
of Production Payaent 

PENNZOIL COMP ANI. E T AL. 

TO 

NEW D'JftSTATJ, INC. 

&upfimpntal IttBtrump.u of (Kanor̂ anri? 
rf 

Pratotrtiim Paijttvttt 

Dated as of ,198 

Supplementing tlie 
Instr .. lent of Conveyance of Production Pavment 

Dated july 16, 1981 

Return recorded »unterp«rts to: 
Pprwxoc Coup ANT 
Pennant] Place, P.O. Box 2967 
Hourton, Texai 77002 
iHTiltfi l ie 



THIS SUPPLEMENTAL INSTRUMENT OF CONVEYANCE OF 
PRODUCTION PAYMENT ('lie "Supplementiil Oonveynmc .• t«»«1 

, IHR., from PENNZOU. COMPANY, a Delnvare prirpnra-
tion, f'/.N' xou. Pnoru'ciNo CUMCANV, a Delaware > Tniintion, P"NN>on, 
On. fi PA-, I M ., a Delaware corporation, ami DrvAi .upon, TION, a 
Delaware corporation (flu- "(irantors"), to Nr:w I TAN, INC., a 
Delawi/c non-profit coiporation (the "Or'intcc'*), 

W T T N E S S E T R 
v7fn iF.Af. ihe Crnntors and tii. 0-.ant«»«. linv.-» he-.otofore cn cr-"* 

Into nn . intnimcni of Conveyance of 'netion Payment elated ."uly 
11, l!'.">i 11 IP "Conveyance") and an executed «..nnwrpart of the CYn-
v vnnee wns filed for n-cord in Volume . Page of tin- Deed 
Re mis of CiillM'Pson County. Texns. to whicli recorded counterpart 
•. -Terence is made foi all purposes: and 

WHEREAS, tlie 'Irnntors desire to suppl'ment Exhihil A to the 
Convevnnc? pur sun it to and in the manner prescribed hy subparagraph 
(b) , f Paragraph V of the Conveyance; 

Now, TllF.UKIOIIK, the (Irantors hereby execute and deliver this 
Supplemented Conveyni 1 as follows: 

1. Additions to ISxhktt A. Exhibit A to the Conveyance is hereby 
ouppteinent-d by nddi.'g liereto the following: 

P IRT THREE 

Pl'LPHl'R 
CuLr« WON COUNTY, TEXAS 

P A T E N T E O >M 1 .Nr. C l . A I M 

563.6acres of land out of Sect-..a J. Bloc* 111. PSI, Survey, Culber
son County, Terns, and being tl »• uc lar • 1—ed by lbo>" certain 
thirty-four (34) Mineral Patents . |c itt'* d as (i> Nos. 3."W-.!fJ V ame 
40 R, recorded in Volume 6. Reges .' : £••>. (ii) No. ;>12, Volume i R, 
r»«e»r''ed in Volume 7, Pag" St*-* 5 (i ;) i'os. 370-3!)l, Volume .-'-B, 
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recorded in Volume 6, Page- 41.̂  4^0, (nil recordation in Iho Pntent 
** ords of Oulbor m County, Tex*is>, Kub/-ct, however, to (i) the 
oynlty of the Stato of Texas equa' to six nd one fourtl percent 

'6*',% ) of th- value of the produc*ion of sulphur nnd pertain other 
i uncrals from said unpatented claims ai i! nwnrds ns shown hy the net 
smelter, null, mint <r refinery retnMIS or of the gross sums arising from 
the sale of the on or products from sueh claims and nwnrds and 
received by the owner thereof, nnd (ii) a perpotnd royalty interest 
of nr undivided one-thirty second of the gross value of all production 
from snid mining elnin.s of sulphur, salt, potash nnd my other minerals 
co\cred hy said minim; . rums, being an undivided one-half of that 
certain royalty reserved n, I at certain Convoyan* e of T npatcnted Min
ing Claims date<l Scptemix » 1. l!h*>7, and reeor led in Volume '.], "̂.̂ e 
217, of the Mineral Records of Culberson County, Texns from To, it Oil 
Corporation to Duval Corporalion, insofa. as the same relates to the 
above-described claims. 

I I . 
LEASEHOLD 

An undivided one-bnll* (',<.) interest in nnd to 1P>0 ncres of land 
out of Sections 2 and 3, Block 111, PSL Survey, Culberson County, 
Texns, and being further identified as the "Do!" Mining Claim, Mineral 
Patent N'o. 70, covered by Sulphur ).en e dated S»ptember 20. 1007, 
from H. R. MeGowen, Jr., et al. to Duv.i' C rporntion. and recorded in 
Volume 3, page 212. of the Mineral Records ol Culberson ( unity, Texns, 
subic't. however, t. a royalty on all sulphur mined, saved ami maiio-ted 
from said land l>; i',• <«•. of one-sixth (V«|th) (reduced to one twelfth 
(l/12th) by reason >l proportionate reduction clause), f.o.b., nrue site. 

m. 
LEASEHOLD 

An undivided one-half i'1'..) interest in nnd to 100 acres of land out 
of fVct'on . 2 an i 3. Block 111. PSL Survey. Culberson County. Texas, 
ond be n\ the "Dot" Mining Claim. Mineral Patent N'o. 70. covered by 
Su'* " I . Lease dated September 14, 1007, from Toyah Vallev Sulphur 
Co. e: "Holders, i n \ to Pn ! Prickett, and recorded in Volume 3, Pa^e 
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300, of Ihe Mineral Ut cords of Culberson County, Texns. r.ubjoet, how
ever, to a royalty of one-sixth (• < ttli) (reduced to onewolfth (I /12th) 
by reason of proportionnte reduction clfine), of the gross production 
of sulphur produced from the leased premises. 

IV. 

LEASEHOLD 

5.r).r) acres o lnnd out o Section 5, Block 111, PSL Survey, 
Culberson County. Texns. and being the sti me laud covered by Sulphur 
Î ease dated November 7, !"!.", Irom the St ite of Texas to \V. C. Tillett, 
f>ncral Land (Wice Sulphur Lease No. t!|88(l, a id recorded in Volume 
i . p.*«ge 242, of the Minernl Records of Culbcraon County, Texas, sub
ject, however, to a royalty reserved to the State of 'I cxa* iu snid Lease 
of one-sixth C d ' 1 ) °f lhe gross • ••od net ion, or tbe value ti. -reof. of the 
Bulphur; but in no event, to be less than Ft.ur and 50/100 Dollar. 
($4.10) per 'ong ton. 

V. 

P »-i ENTED MINING CLAIMS 

630.00 teres of la-id out of Section 4, Block 111, PSL Survey. Culb
erson County, Tex und IMU the snine land covered by those thirty-
six (30) Mineral i fonts identified ns Nos. 250-201, Volume 38-B, 
recorded ii: v'oluuie r» |'ages 320-361, inclusive, of the Pntent Records 
of Culberson County. Texas, suhject, however, to the royalty of the 
State of Texas equal to six aiel one fourth per • ent (tM , r ' ) of the value 
of the production of sulphur aad certain oth r minerals from snid pat
ented claims a.' shown by the net smc|te-\ mi I . mi'.t. or refinery returns 
or of the gress sums arising from the sal" of the ore or prode'ds f r t u 
such claims aud uwurds by the owner thereo . 

VL 
LEASEHOLD 

214.27 acre.-, »f land out of Section 0, Block 111, PSL Survey, 
Culberson Cotm y, Texns. nnd being the same lnnd covered by Sulphur 
Lease dated April 15, 1068, from R. R. Met in' ..»», dr., et al, to Duval 
Corporation, fl ene rai Land Office Minc-.w Fil? No. M-61178, anc! 
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record" d in Volume 5. pr *o 72. nf tlio Minora! Records of Culberson 
County. Texns. suh.ie»t. r.nwever, to n royalty of one-sixth (', 'itlil of 
tI:o gross production of sulphur produced from snid lonsod promises, 
reserved in said lense. 

vn. 
PATENTED MINING C L A I M S 

425 58 nrros of land out of Reet inn fl, Block 111. PST. Survey. Cul 
liorson County, Texns, nnd heinc tin- snme land covered liv those 
certain twenty-three (23) Mineral Pntentn identified as Nos. 1721-105, 
Volume 30-B. recorded in Volume fi. i'nsres 52-74. inclusive, of the 
Pntent Records of Culberson Coiintv, Texns. suhjeet. however, to (i) 
the royalty of lhe State of Texas etpinl to six ami one-fourth per cent 
(fil',*"') of the value nf the production of sulphur and certain oMmr 
minerals from snid pntented claims and nwnrds as shown hy the net 
smelter, mill. mint, or refinery returns or of the gross sums nrisinir 
from the sale of ore or products from such claims or nwnrds ami 
received by the owner thereof, nnd (ii) n perpetual royalty interest 
of an undivided one-thirty second of the gross value of nil production 
from snid mining claims of sulphur, snlt. potash and any other minerals 
covered by -aid mining "Inims. lieinc nr. undivided one half of that 
certain royalty reserved in that certain Conveyance of Cnpntented Min
ing Clnims dated September I . Iflfi7. ami recorded in Volume 3. page 
217. or the Mineral Records of Culberson County. Texas, from Topat 
Oil Corporation to Duval Corporation, insofar as the snme relates to 
the above-described claims ami awards. 

V I I I . 

PATENTED MINING CLAIMS 

bMn.r.fi ncres of land out of Section Ul, Mock i l l . PSL Survey, 
Culberson County. Texns, and hung the same land covered by those 
certnin thirty-six (30) Mineral Patents identified as (i) Nos. 220 and 
221. Volume 3S-H, recorded in Volume :.. Pnges 200.201: (ii) Nos. 223 
234. Volume 3S R, recorded in Volume :.. Pages 2!>o-3<H; (iii) Nos. 23fi-
240. Volume 3S-B, recorded in Volume 5, Pnges 300-310; (iv) Nos. 
242-255, Volume 38-B, recorded in Volume 5, Pages 312-325; (v) No. 
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AG, Volume- 40-R, recorded in Volume G. Pope 70: (vi) Nos. 255 nnd 250, 
Volume 3!) l i , recorded iu Volume 5, Pnges 550 and 551 (all recordation 
in the Patent Records of Culberson County, Texas), subject, however, 
to the royalty of the Stnte of Texas equal to six nm! one-fourth per 
cent (G' , r ' ) of the value of the production of sulphur nnd certain other 
minerals from said pntented claims as shown by the net smelter, mill, 
mint, or refinery returns or the gross sums arising from the sale of 
the ore or products from such claims and received by the owner thereof. 

IX. 

LEASEHOLD 

480 acres of land out of Section 15. Block 111, PSL Survey, 
Culberson County, Texns, being the E-» & S-'._, SW-i ' . N->:_. NW-VS, of 
said Section, and being the same land covered by Sulphur Lease duted 
November 7, 10G7, from the State of Texas to W. C. Tillett, General 
Land Office Sulphur Lease No. M-01S81, and recorded in Volume 3, 
page 24G, of the Mineral Records of Culberson County, Texas, subject, 
however, to a royalty reserved to tbe St- >f Texns in said Lease of 
one-sixth (Vuth) of the gross production o the value thereof, of the 
Bulphur; but in no event, to be less than Four and 50/100 Dollars 
($4.50) per long ton. 

X. 

PATENTED M I N I N C C L A I M 

380.70 ncres of lnnd out of Section 10, Block 111. PSL Survey, 
Culberson County, Texas, nnd being the snme lnnd COM red by those 
certnin twenty six (20) Mineral Patents identified as Nos. 47-72, 
Volume 3X-B, recorded in Volume 5. Pages 200-232, inclusive, of the 
Pntent Records of Culberson Count). Texas, subject, however, to tha 
royalty of tbe State of Texas equal to six and one-fourth per cent 
(0*4%) of the value of the production of sulphur and certain otlier 
minerals from said patented claims as shown by the net smelter, mill, 
mint, or refinery returns or the gross sums arising from the sale of 
the ore or products from such claims and received by the owner 
thereof. 
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XL 
PATENTED M I N I N G C L A I M 

31 .54 arn-s of Intul out or Section 1H, Block 111, PSL Survey. Culb
erson County, Texas, and heinc tlie same laml covered b, those eertnin 
two (2) Minernl Patents identified as Noa. 03 und 04, Volume 40-B, 
recorded in Volume 0. Pages 270-271 of the Pntent Records of Culltcr-
son County, Texas, subject, however, to tbe royalty of the State of 
Texas oqunl to sir und one-fourth per c-nt (01 j T ) of the vnlue of the 
production of sulphur and certain other minerals from snid pntented 
clnims ns shown by ihe net smelter, mill, mint, or refinery retums or 
the cross sinus arising from the sale of the ore or products from stich 
claims and received by the owner thereof. 

xn. 
LEASEHOLD ON PATENTED M I N I N G C L A I M 

80 acres of land out of Section 10, Block 111. PSL Survey, Culber
son County, Texns, being the R-U. of the "Virginia" Mining Claim, 
Mineral Patent No. (18, Volume 1. below the elevation of 100 feet meas
ured vertically from the surface thereof on duly 1, 1008, nnd being 
the same land covered by Sulphur Louse dated March 20, 10O8, from 
Violet (1. O'Fiel to Jack IL Frnsor, nnd recorded in Volume 4, pnge 
207, of the Minernl Records of Culberson County, Texns, insofnr only 
ns tho same covers below the elevntion of 100 feet measured vertically 
from the surface of snid land on duly I . 1008. subject, however, to roy
alty nnd overriding royalty aggregating four-forty seconds (4/42nds) 
of all sulphur produced and marketed. 

xm. 
M I N E R A L DEED AND PATENTED M I N I N G C L A I M 

80 acres of land out of Section 10. Block 111. PSL Survey, Culber
son County. Texas, being tho W-Va nf the "Virginia" Mining Claim, 
Minernl Pntent No. 08, Volume 1, below the depth of 100 foot measured 
vertically from surface level thereof ou February 28, 1008, ami being 
the Bnmc lnnd conveyed hy Deed dated Fcbrunry 28, 1008, from 
Jack It. Fraser to Duval Corporation, and recorded in Volume Ji, page 
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91, uf Um Minernl Records of Oiilber-on County, Texns. niul Is-ing the 
.'irnir land conveyed by Deed dnted February 28, HMJ8, from .luck R. 
Frrser, Successor TriiHtee of Michigan Sulphur nnd Oil Co., to Duval 
Corporation, and recorded in Volume .r>, page 8!', of the Mineral Rec-
Jels of Culberson County, Texns. 

XTV. 

LEASEHOLD 

40 acres of lnnd nut of Section 10, Block 111, PSL Survey, 
Culberson County. Texns. and being the same land covered by Sulphur 
Lease dated May 7. 1908, from the State of Texas to Duval Corpora
tion. fJenernl Land Oflice Sulphur Lease No. M-020S3, and recorded in 
Volume fi, page 128, of the Mineral Records nf Culberson County, 
Texas, subject, however, to a royalty reserved to the State of Texas in 
said Lease of one sixth (i«;tli) of the gr iss production, or the value 
thereof, of the sulphur; but iu no event, to he less than Four and 50/100 
Dollars ($4.50) per long ton. 

XV. 

LEASEHOLD 

33.02 acres of lnnd out of Section lf i . Block 111. PSL Survey, 
Culberson County. Texas, nnd Iwing the same land covered by Sulphur 
Lease dated May 7. RMiS, from R. B. MctJowen, Jr., et nl, to Duval 
Corporation, (icncral Land Office Mineral File No. M-G199G, and 
recorded in Volume 5, page 75. of the Mineral Records of Cullterson 
County. Texas, subject, however, to a royalty of one-sixth (Vith) of 
the gross production of sulphur produced from sa:d leased premises, 
reserved in said lease. 

XVI . 

PATENTED M I N I N G CLAIMS 

100.44 acres of land out of Section 11, Block 111, PSL Survey, 
Culberson County, Texas, and being the same land covered by those 
nine (9) Minernl Patents identified as Nos. 438-440, Volume 38-B, 
recorded in Volume 5. Pages 455-403, inclusive, of the Patent Records 
of Culberson County, Texas, subject, however, to (i) the royalty of 
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tho Stnte nf Texns equal to six nnd one-fourth por rent (f>i /

l '^) of thp 
vnliio nf tho production of sulfur nnd ccrtnin other mincrnls from snid 
patented clnims ns shown hy the not smoltor. mill, mint, or refinery 
returns nr of tho gross sum arising from tho snlo of the ore or products 
from such clnims nnd received hy the owner thereof, nnd (ii) a 
perpetual royalty interest of nn undivided one-thirty second of the 
gross value of nil production from snid mining clnims of sulfur, snlt, 
potash nnd any other minernls covered hy snid mining clnims. being 
nn undivided ono-balf of that certain royalty reserved in that certain 
Conveyance of Unpatented Mining Claims dated September 1. 1967 and 
recorded in Volume 3, page 217. of the Mineral Records of Culberson 
County, Texas, insofar us the same relates to the above described claims. 

xvn. 
F E E T I T L E AND L E A S E H O L D 

(1) An undivided nne-hnlf foe interest in nnd to tho 160 
noios comprising the south one-half of tho northwest nno-qunrter and 
the north one-hnlf of the southwest one-quarter of Section If), Rlock 111; 
PSL Survey, Culberson County, Texas, being the same land covered by 
Deed dated July 29. 1971, nnd recorded in Volume 92, Pago 206* of the 
Deed Records of Culberson County, Texns; and 

(2) An undivided one-hnlf (><.) interest in nnd to tho lfiO acres 
comprising the south one-hnlf of tbe northwest one-quarter nnd tho 
north one-hnlf of the southwest one-quarter of Section 15, Rlock 111, 
PSL Survey, Culberson County, Texns, nnd being the same ond covered 
by a Mineral Lease dnted July 22. 1971. from Jack Russell to Duval 
Corporation and recorded in Volume 8, Page 48, Mineral Records of 
Culberson County, Texns, subject, however, to nn initial royalty of one-
sixteenth (1/1(1) on sulphur, either in kind or market value at the 
railhead at the mine site, for tho first 2.750.000 long tons whether pro
duced or not nnd a subsequent royalty of one-sixteenth (1/10) on all 
sulphur actually produced in excess ot 2,750,000 long tons reduced to 
.0019c• when 3,000,000 long tons have been produced. 

xvin 
LEASEHOLD 

2.256 acres of land out of Sections 14. 15, 22 nnd 23. Rlock 110, 
PSL Survey, i idler-mi Coiinly. Texa-. Is-ing the -anie laud covered 
by Sulphur Lease dated August 20, 1975, from Hillary Phillips, Jr. 
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nnd Benny Gail T. Iliinnicutt to Frvd T. Armstrong, General Lnnd 
Office Mineral File Xo. M-7J194 and recorded in Volume 8, Page 414 
of. the Mineral Record* of Culberson County, Texas, subject, however, 
to a royalty reserved to the State of Texas in suid Incase of \G.Cnr,l 
of the gross production of sulphur, and subject to an overriding royalty 
interest of .OO.'b'tl! of all sulphur that may be produced from the land 
covered by snid Lease reserved in Assignment dated Septemlx r 15, 
15175, f rom Fred T. Arm-troug lo Duval Corporation, recorded in 
Volume 9, Rage 51 of the Mineral Records of Culberson County, Texas. 

XIX 
F E E T I T L E 

IGO acre- of lard, being all of Pre-emption Survey Xo. 8(j as 
descrilM'd in Patent dated November 14. 1945. recorded ill Volume 7, 
Page 75 of the Deed Record- of Culberson County. Texas, and being 
the same lnnd covered b\ Deed dated January '.'A, 19(19, from R. R. 
McGowen, Jr.. et al., to Duval Corporation, recorded in Volume 8G, 
Page 121 of the Deed Records of Culberson County, Texas. 

2. Conveyance of the Production Payment. The Grantors, in con
sideration of the payments made and agreed to be made to them by the 
Grantee of the Purchase Price pursuant to the provisions of Pnragraph 
7 of the Conveynnce and of other good ami valuable consideration, the 
receipt, adequacy nnd sufficiency of which are hereby acknowledged, 
hereby confirm nnd ratify the estates and rights created by the Con
veyance, as supplemented by tbis Supplemental Conveynnce, nnd, iu 
furtherance of such confirmation ami ratification, the Grantors by these 
presents do hereby grant, bnrgain. sell, convey, assign, transfer nnd 
deliver unto the Grantee, effective ns of 1, 198 (first day 

of the calendar month in which the Supplemental Instrument of Con
veyance of Production Payment is executed| as a production payment, 
that undivided percentage, or i f 1(H) ' , the percentage, of the Subject 
Minerals ( including, without limitation, those Subject Minerals in and 
under nnd which may be produced, saved and sold nnd which shall 
accrue and be attributable to. the Subject Interests described in Para
graph 1 of tbis Supplemental Conveyance) provided for in Sub
paragraphs Fi rs t , Second, Third and Fourth of Paragraph 2 of the 
Conveynnce, together with an "nsement of ingress und egreos to remove 
the same f r o m the applicable Subject Interests to the extent (irantors 
have the r ight to grant such nn easement, for the purposes, upon the 
terms and conditions, and subject to the encumbrances, reservations 
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nnd limitations contained in the Conveyance, ns supplemented hy this 
Supplemental Conveyance. 

3. Warranty of Title. The 0motors hereby mnke. as to the Subject 
Interests descrilted and referred to in Paragraph 1 hereof, all of the 
representations ami warranties contuined in Paragraph 20 of the 
Conveyance. 

4. Miscellaneous Provisions. 

(a) From and after the execution nnd delivery of tins Supple
mental Conveynnce, the Conveyance shall be deemed to "ho supplemented 
as herein provided (and tlie term "Conveynnce" shall thereafter mean 
the Conveyance as so supplemented), and as go supplemented shall con
tinue in ful l force nnd effect, and none of the rights, titles or interests 
existing or to exist thereunder shall be released, diminished or 
impaired. 

(b) The Conveyance nnd this Supplemental Conveyance shall be 
read, taken nnd construed as one and the same instrument. 

(c) Unless otherwise specifically provided herein, all terms con
tained in this Supplemental Conveyance which nre defined in the Con
veyance shnll for all purposes hereof have the meanings given to such 
terms in the Conveyance 

I N WITNESS Wnv-nROF, the Grnntors have executed this instrument 
"• r nresence of '•- undersigned witnesses on the date set for th in 

nvledgmei'.l annexed hereto, in multiple originals. 

PENNZOIL COMPANY 

- A L ] 

By 
Vice President 

Attest: 

PENNZOIL PRODUCING COMPANY 

[COIIPOPAIE S E A L ] 

By 
Vice President 

Attest: 
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PENNZOIL O I L & GAS, INC. 

[CORPORATE SEAL] 

By 
Vice Presia ".nt 

Attest: 

DUVAL CORPORATION 

[CORPORATE SEAL] 

By _ _ 
Vice President 

Attest: 
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STATE OF NEW YORK "1 

COUNTY OK N E W YORK f 

BE TT HEME? .CD. tnn tT . , a 
Notary I'ulilic d u l / ml innl , commissioned sworn nrul acting in nt d for 
thc County ami S* aforesaid, hereby . c i t i f y that on this day of 

, 1 ° * : 

There npponrod before me severally cnc'i of ihe following persons, 
each residing nt the address set opposite his name, nnd ench the d- sig-
nnted officer of the corporat it m set npp"dte his name, each sum cor
poration being a corporation of the sta dicat 1 and being a party 
to the foregoing instrument: 

, , "Vice "President of Pennzoil 
Corporation, a Delaware corporation 

, , Vice President of Pennzoil 
Producing Company, a Delaware corporation 

, , Vice President of Pennzoil 
Oil & Gas, Tne, a Delo .are corporation 

, , Vice President of Duval 
Corporation, n Delaware corporation 

. , Vice President of New 
Dunstan, Inc., a I leluv ;i i c corporation. 

Brfcr.« me persotiuMy came each such person, .o m-< personally 
known, ar ! each. l-oiiig by me duly sworn, did depose ami say that be 
reside, at the add- i>s» set opposite his i nine and is the designated officer 
of tin- f*ori'"r:»" i««n st t opposite ho name nnd that said corporation is 
doseribi-d m .. id • xeciitcd lhe above i i i s tn i in in t : 'hat he knows the seal 
of lit. corporation: that the si-alnfii\ed lo s c h instrument is such cor
porate .'•a': that it wa- so affixed b, irder of the Board of Directors of 
the -orpoiiitioti; and ihat • i-um I i ,.- name ther • » by like order and 
that the instrument v.as me free act and deed of the corporation. 
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r»oforo mo on tins .lay personally appoared each of .mch person, 
each of whom is known to me to he tin- person whose mime is subscribed 
to the foregoing instrument, and known to me to be the designated 

( T « M ) officer of the corporation set opposite bis name, ami eacli acknowledged 
to me that lie executed snid instrument for the purjMjsos ami considera
tion therein expressed, in the capacity therein stated and as the act and 
deed of said corporation. 

IN WITNESS WHEREOF. I have hereunto set my hand and 
official seal, in the City, Coun*' and State of New York, tliis . . . day 
of ,198.. 

Notary Public 

Notary Public, State of New York 

My commission expires 
,19 .. 

Qualified in New York County 
Commission Expires , 19. 



EXHIBIT D N 9 . ' J y ^ r f X 
to 

Instrument of Conveyance 
of Production Payment 

CERTIFICATE 

Pcnn7"i1 Company. Delaware corporation, Pennzoil Producing 
Company, a Delaware "orporation. I ••iin/oil Oil & Oas, Inc., a Dela
ware corporation and Duval Corporation, a Delaware Corporation 
(the "(Irantors"). do hereby state and cer t i fy as follows: 

1. This Certificate is furnished pursuant to subparagraph (b) 
of Paragraph 7 of that rtain Instrument nf Conveyance of Pro-
ibictioti Payment tinted as of July Hi, 1081 between the Grantors 
and New Dunstan, Inc., a Delaware corporation (the "Grantee"), 
(snid Instrument of Conveyance of Production Payment being 
herein called the "Conveyance"). Unless otherwise' defined herein, 
defined terms used herein have the meanings assigned thereto in 
tht! i mveynnce. 

2. Except to the extent that the representations and warran
ties contained in Paragraph 20 of the Conveyance may not be true 
as a residt of transactions or states of fact permitted by provisions 
of the Conveyance, the representations nnd warranties contained 
in Paragraph 20 of the Conveyance are true on nnd as of the date 
hereof as through made on and as of such date. 

3. No Event of Default, or an event which with the giving of 
notice or the lapse of time, or both, would become an Event of 
Default, has occurred and is continuing, or would result f rom the 
payment of the installment of the Purchase Price to be made on 
the date hereof. 



I N WITNESS WHEREOF, thc Gruntorx have caused this certificate to 
be duly executed by oOicers of the Grantors thereunto duly authorized, 
as of this dayof ,19 • 

PENNZOIL COMPANY 

By 
Title: 

PENNSOIL PRODUCING COMPANY 

By 
Title: 

PENNZOIL O I L & OAS, INC. 

By 
Title: 

DUVAL CORPORATION 

By 
Title: 

" Insert the dale of payment of the applicable installment of thc Purchase Price. 
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New Or leans , 70139 
J u l y 20, 1981 

Mr. John L . R a n k i n , Manager 
N * Orleans O u t e r C o n t i n e n t a l S h e l f O f f i c e 
Bureau o f Land Management 
500 Camp S t i t - c t , S u i t e 841 
New Orleans , L o u i s i a n a 70130 

• ~ o - « a ' O C ' C N 
O C O " O C N A O S I H S O N . J « 

O C O A O C j O O M A S 

N A A i L T N C M A L O N K . 

A O B I A T m I O O H X . j * 

J O I I » » C O I Q L I O . j m 

i « " > " > O I D I I 

L A W C O « « C " * T i O N B 

• « u c t - o » « e » 

M ' . I C I w O A A » 
o c a o n A N S A H N M I C I 

" o i m c > O I O I H 

- o c • N O A M A N 

- » « H N M A N S ' I C L D O J 

Re: M o r t g a g e , Deed o f T r u s t and Assignment o f P r o d u c t i o n 
Nev Duns t a n , I n c . t o P. D. Thompson and W. T . Fox I I I , 
T r u s t e e s , and C i t i b a n k , N . A . , as Agent 

Dear Mr. R a n k i n : 

fay i n s t r u m e n t o f Conveyance o f P r o d u c t i o n Payment 
(the "Conveyance") da ted J u l y 16, 1 ° 8 1 executed by P e n n z o i l 
Company, P e n n z o i l Producing Company, P e n n z o i l O i l & Gas, I n c . 
and Duval C o r p o r a t i o n (the " G r a n t o r s " ) i n f a v o r o f New Dunstan 
I n c . (the " G r a n t e e " ) , the Gran to r s conveyed t o Grantee a p r o 
d u c t i o n payment r e l a t i n g t o the p r o p e r t i e s and i n t e r e s t s des
c r i b e d i n P a r t One and Par t Two o f E x h i b i t A a t t a c h e d t o the 
Cc /eyance, i n c l u d i n g the i n t e r e s t s o f Gran to r s i n and t o the 
f e d e r a l OCS o i l and gas leases w h i c h a re d e s c r i b e d i n P a r t One 
o f E x h i b i t A t o t h e Conveyance ( ' ' Pa r t One o f E x h i b i t A " ) . A 
copy of Pa r t One o f E x h i b i t A i s a t t a c h e d t o t h i s l e t t e r as a 
p a r t t h e r e o f . 

The p r o d u c t i o n payment r e f e r r e d t o above i s s u b j e c t 
t o , and a f f e c t e d b y , a Mortgage, Deed o f T r u s t and Assignment 
o f P roduc t ion ( t h e "Mortgage") d a t e d J u l y 16, 1981 execu ted by 
Granzee i n f av ,^ r o f F. D. Thompson and W. T. Fox I I I , T r u s t e e s , 
and C i t i b a n k , N . A . . , as Agent. 

E n c l o s e d i s a f u l l y e x e c u t e d c o u n t e r p a r t o f t he 
Mortgage which has a copy o f the Conveyance a t t a ched t h e r e t o 



July 20, 1981 

LISKOW & Lewis 

w o e 2 

as Exhibit B and such copy of the Conveyance has attached 
thereto a complete ropy of Part One and Part Two of Exhi 
b i t A to tl ie Conveyance. In order to place t h i r d pa r t i e s 
on notice as t o the execution and e f f i c a c y of the Mortgage, 
please f i l e t h i s p a r t i c u l a r counterpar t of the Mortgage, 
w i t h a copy of t h i s l e t t e r attached t he re to , i n the f i l e 
maintained by your o f f i c e w i t h respect to Lease OCS-G 2115. 

Also enclosed are s i x t y - s i x (66) f u l l y executed 
counterparts o f the Mortgage. In so fa r as Exh ib i t A t o the 
Conveyance i s concerned, these counterpar ts of the Mortgage 
have attachad the re to only Tart One o f Exh ib i t A. In order 
tnat t h i r d p a r t i e s w i l l be placed on no t i ce as to the exe
cution and e f f i c a c y of Mortgage, please f i l a one o f 
these counterparts o f the Mortgage, w i t h a ccpy of t l . i s 
l e t t e r attached t he re to , i n the f i l e maintained by vour 
o f f i c e with respect to each o- the f e d e r a l OCS leaser 
l i s t e d i n Part One or ExRTBit A (other than Lease OCS-G 2115). 

inclosed i s our check i n the amount of $1,675.00 

I t . tould be appreciated i f you would acknowledge 
that f i l i i . g as above requested has been accomplished by 
signing a l l copies o f t h i s l e t t e r i n the space provided 
below. 

WMM.eeb 

FILED AS REQUESTED 

BY; IOrig, Sgd ) Ruby I. Bo«bj| 
-G*t°John L. Rankin, Manager 

New Orleans Outer Continental 
Shelf O f f i c e 

Bureau of Land Management 

i n payment of f i l i n g fees. 

Yours very t r u l y , 

LISKOW & LEWIS 

Date: July rJQ , 1981 



PART ONE 

BLM or Stata 
L«ase No. 

Effective 
Date 

OCS-G-2398 8- 1-73 

OCS-G-2403 8- 1-73 

OCS-G-2414 8- 1-73 

OCS-G 241« 8- 1-73 

OCS-G-2418 3- 1-73 

OCS-O-2422 8- 1-73 

OCS-O-2739 7- 1-74 

OCS-O-2426 8- 1-73 

OCS-G-2429 8- 1-73 

OCS-G-2745 7- 1-74 

OFFSHORE SUBJECT INTERESTS 

TCXAJ 

Dttcriprton 

All of Block A-273, High laland Area. 
Eaat Addition, South Extension 
OCS Official Leasing Map, "exas Map 
No. 7C 

All of Block A-27J;, High Tsland Area, 
East Add;tion, South Extension 
OCS Official Leasing Map, Texaa Map 
No. 7C 

All of Block A-323, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

All of Block A-325, High Island Area, 
Eaat Addition, South Extension 
OCS Official l easing Map, Texaa Map 
No. 7C 

All of Block A 327, High laland Area, 
East Addition. South Extension 
OCS Official Leaaing Map, Texaa Map 
%To. 7C 

Ali of Block A-332. High laland Area, 
East Addition. South Extension, 
OCS Official Leasing Map, Texaa 
Map No. 7C 

All of Block A-33D. High Island Area, 
East Addition, South Extension, 
OCS Official Leaaing Map, Texa8 
Map No. 7C 

All of Block A-340, High Island Area, 
East Addition. South Extension, 
OCS Official Leasing Map, Texaa 
Map No. 7C 

All of Block A-351. Hiirh Island Area, 
East Addition. South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

All of Block A-355. High Island Area, 
East Addition. South Extension. 
OCS Official Leasing Map, Texaa 
Map No. 7C 

POGI PPC 

1.12639 11.24999 

1.00124 14.16666 

1.00124 11.66662 

7.22016 57.14286 

1.00124 8.33333 

1.00124 8.33333 

1.00124 28.33332 

1.00124 23.33332 

2.S8523 36.62186 

'.34246 9.44166 

1 



B L M or Stata Effectl n 
Lease No. Date 

OCS-G-2746 7- 1-74 

OCS-G-2366 8- 1-73 

OCS-G-23G7 8- 1-73 

OCS-G-2372 8- 1-73 

OCS-G-3118 4- 1-75 

OCS-G-2378 8- 1-73 

OCS-G-2704 7- 1-74 

OCS-G-2779 10- 1-74 

OCS-G-2705 7- 1-74 

OCS-G-2706 7- 1-74 

OCS-G-23S4 S- 1-73 

0CS-0-23SS S- 1-73 

OCS-G-2389 8- 1-73 

Description 

A l l of Blook A-356. High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map. Texas 
Map Xo. 7C 

A l l of Block A-474. Hieh Island Area, 
South Addition, OCS Official 
Leasing Map, Texas Map Xo. 7B 

S Va of XE \ \ & SE V4 of Block A-475, 
Hiirh Island Area. South Addition, 
as shown on OCS Official Leasing 
Map, Texas Map Xo. TB 

A l l of Block A-489. Hieh Tsland Aren. 
South Addition. OCS Official Leasing 
Map, Texas Map Xo. 7B 

A l l of Block A-499, Hieh Island Area, 
South Addition, as shown on OCS 
Official Leasing Map, Texas Map 
No.7B 

Al l of Block Ao20. Hi?h Tsland Area. 
South Addition. OCS Official Leasing 
Map, Vexas Map Xo. 7B 

A l l of Block A-545. Hieh Island Area, 
South Addition, OCS Official 
Leasing Map, Texas Map Xo. 7B 

A l l of Block A-546. Hieh Island Area. 
South Addition. OCS Official 
Leasing Map, Texas Map Xo. 7B 

Al l of Block A-547. Hieh Tsland Area. 
South Addition. OCS Official 
Leasing Map. Texas Map X'o. 7B 

A l l of Block A-548. Hieh Island Area. 
South Addition. OCS Off ic i i 
Leasing Man, Texas Map Xo. 7B 

Al l of Block A-555. H :eh Island Area. 
South Addition. OCS Official 
Leasing Map, Texas Map Xo. 7B 

Al l of Block A-563. Hieh Tsland Area. 
Srmth Addition. OCS Official Leasing 
Map. Texas Map. Xo. 7B 

A l l of Block A-564. Hieh Island Area. 
South Addition. OCS Official Leasing 
Map.Xo.7B 

Net Revenue Intereit 

POCI PPC 

10.0r'45 12.49999 

1.00124 9.99999 

1.001241 9.999996 

1.00121 12.49999 

1.10137 13.66667 

1.00124 9.99999 

6.67497 8.33333 

3.67746 11.66666 

S.67746 11.66666 

3.67746 11.66666 

1.D0124 12.03332 

1.00124 9.99999 

1.00124 9.99999 

2 



B L M or State Effective Net Revenue Intere-t 
i . Dale Description POCI PPC 

OCS-G-2390 3- 1-73 Al l of Block A-570. Hieh Island Area, 1.01958 16.97190 
South Addition, OCS Official Leasing 
Map, Texas Map Xo. 7B 

OCS-G-2719 7- 1-74 A l l of Block A-582, High Island Area, 1.17780 11.76499 
South Addition, OCS Official Leasing 
Map, Texas Map Xo. 7B 

LOUISIANA 

St. Ls. 7604 4-17-78 TRACT 14836 — PORTION OF 38.125 
BLOCK 3 SABINE PASS AREA, 
Cameron Parish. Louisiana. That 
portion of Block 3. Sabine Pass Area, 
Cameron Parish. Louisiana, belong
ing to the State of Louisiana and not 
under a mineral lease on January 23, 
1978. described as follows: Beginning 
at a point on the Xorth line of Block 3, 
Sabine Pass Area having Lambert 
Plane Coordinates of X - 1.217.355.14 
and Y - 364.274.14: thence East 
9,612.44 feet along said Xorth line to 
a point having Lambert Plane Coor
dinates of X - 1.227,467.58 and 
Y - 364.274.14: thence Southerly and 
Southwesterly along an arc having a 
radius of 13.240.60 feet and a vertex 
of X - 1.209.227 and Y - 364.245 
to a point on the South line of said 
Block 3, havinir Lambert Plane 
Coordinates of X - 1.219,987.06 and 
Y - 349.516.10: thence West 2.131.92 
feet along said South line to a point 
having Lambert Plane Coordinates of 
X - 1.217,855.14 and Y -349,516.10; 
thence Xorth 14.758.04 feet to the 
point of beginning, estimated to 
contain approximately 2,497.59 acres, 
as shown outlined in red on a plat 
on file in the Office of the Secretary, 
Department of Xatural Resources, 
LESS AND EXCEPT that portion 
thereof, if any, which is more than 
three nautical miles from the coast 
line as detennined by the Report of 
the Special Master in the litication in 
the Supreme Court of the United 
States styled United States v. State 
of Louisiana et al. Xo. 9 Original, 

3 



B I . M or State Effective 
Lease No. Date 

OCS-G-4144 9- 1-79 

OCS-G-4379 11- 1-80 

OCS-G-2839 12- 1-74 

OCS-G-2224 2- 1-73 

OCS-G-2225 2- 1-73 

OCS-G-32S4 8- 1-75 

OCS-G-2436 8- 1-73 

OCS-G-2021 2- 1-71 

OCS-G-2S50 12- 1-74 

OCS-G-2559 5- 1-74 

said three mile lin « 
June. 1975. decrc 
Court. All beari 
Louisiana Lamht 
Svstem (South Zotmj. 

TOCI PPC 

ut in the 
upreme 

ised «n 
. Coordinate 

That portion of Blo.-k 3 which is more 
than three geographical miles seaward 
from the line described in the supple
mental decree of the CS. Supreme 
Court. June 16.1975 (United States 
vs. Louisiana. 422 U.S. 13) Sabine 
Pass Area, as shown on OCS Official 
Leasing Map. Louisiana Map No. 12. 

A l l of Block 53. West Cameron Area, as 
shown on OCS Leasing Map, Louisiana 
Map No. 1 

Al l of Block 352, West Cameron Area. 
West Addition. OCS Official Leasing 
Map, Louisiana Map No. I A 

A l l of Block 532. West Cameron Area, 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

A l l of Block 533. West Cameron Area. 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

Al l of Block 563, West Cameron Area, 
South Addition, as shown on OCS 
Official Leasing Map. Louisiana Map 
No. IB 

A l l of Block 586, West Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map So. IB 

A l l of Block 5S7. West Cameron Area. 
South Addition. Official Leasing Map, 
Louisiana Map No. 1 B 

Al l of Block 609. West Cameron Area, 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

A l l of Block 617. W^st Cameron Area. 
South Addition. OCS Official Leasing 
Map, Louisiana Map No. IB 

41.66665 

41.66665 

8.34372 20.S3333 

2.22609 22.22499 

2.22609 22.22499 

25.03113 20.S3332 

16.68742 

22.S0504 

S.S9996 5.55555 

S.S9996 5.55555 

4 



BLMorSt*. tUmim 
L M N NV Dau 

Net Revenue I fit f ret t 

OCS-G-2860 12- 1-74 

OCS-G-2045 I - 1-71 

o<.,S-G-2062 2- 1-71 

L ;S-0-2439 8- 1-73 

OCS-O-2078 2- 1-71 

OCS-O-2882 12- 1-74 

r "S-G-2883 12- 1-74 

OCS-G-2587 5- 1-74 

OCS-G-0479 12- 1-54 

OCS-G-0478 1- 1-55 

OCS-G-2102 2- 1-71 

OCS-G-2900 12- 1-74 

OCS-G-3156 7- 1-75 

A l l of Block 237, Eaat Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louiaiana Map Xo. 2A 

A l l of Block 270, East Cameron Area, 
South Addition. OCS Official Leasing 
Map, Louiaiana Map Xo. HA 

A l l of Block 334, Eaat Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louiaiana Map No. 2A 

A l l of Block 335, East Cameron Area, 
South Addition. OCS Official Leasing 
Map, Louisiana Map Xo. 2A 

A l l of Block 228, Vermilion Area. OCS 
Official Leasing Map, Louisiana Map 
No. 3 

A l l of Block 125. South Marsh Island 
Area. South Addition, OCS Official 
Leasing Map, Louisiana Map No. 3C 

A l l of Block 127. South Marsh Island 
Area. South Addition, OCS Official 
Leasing Map. Louiaiana Map No. 3C 

A l l of Block 128. South Mar^h Island 
Area. South Addition. OCS Official 
Leasing M*\p. Louisiana Map No. 3C 

All of Block 53. Fuirene Island Area aa 
shown on Official Leasing Map. 
Louisiana Map X J. i Outer Continental 
Shelf Leasing Map (L-ouisiaru 
OfTshore Operati r«) 

E of Block 116. Eugene Tsland Area as 
shown on Official Leasing Map, 
Louisiana Map Xo. 4 Outer Continental 
Shelf Leasinir Map (Louisiana 
Offshore Operations) 

A l l of Block 256. Eueene Island Area. 
OCS Official Leasinc Map. Louisiana 
Map Xo. 4 

Al l of Block 261, Eugene Island Arr 
OCS Official Leasing Map, 
Louisiana Map Xo. 4 

A l l of Block 262. Eueene Isiand Area, 
as shown on OCS Official Leasing 
Map, Louisiana Map Xo. 4 

POCi pre 

2.22499 5.55555 

16.68741 

23.36239 

23.36239 

17.9273 

8.S9995 5.55555 

8.89995 5.55555 

8.89995 5.55555 

83.33333 

41.66665 

23.1054 

5.56247 13.S8SS8 

5.56247 13.S8838 

5 



flLM or State Effective Net Revenue Inters. 
Lease No. Data Description POCj PfC 

OCS-G-2104 2- 1-71 All of Block 205, Eugene Island Area. 6.70497 
South Addition. OCS Official Leasing 
Map, Louisiana Map Xo. 4A 

OCS-G-2607 5- 1-74 All of Block 312, Eugene Island Area, 2.22499 22.22221 
South Addition, OCS Official Leasing 
Map, Louisiana Map Xo. 4A 

OCS-G-2115 1- 1-71 Al l of Block 330, Eugene Island Area, .6.68741 
South Addition. OCS Official Leasing 
Map Xo. 4A 

OCS-G-2317 2- 1-73 All of Block 333. Eugene Island Area, 2.22499 22.22221 
South Addition. OCS Official Leasing 
Map Xo. 4A 

OCS-G-3332 3- 1-76 Al l of Block 337, Eu?ene Island Area, 16.63741 
South Addition, as shown on OCS 
Official Leasing Map, Louisiana 
Map Xo. 4A 

OCS-G-3409 1- 1-77 All of Block 351. Eugene Island Area. 7 34371 20.83333 
South Addition, as shown on OCS 0..icial 
Leasing Map, Louisiana Map Xo 4A 

OCS-G-0823 5- 1-G0 All of Block 186, Snip Shoal Area, as 23.33332 
shown on Official Leasing Ma.). Lo :«-
iana Map X'o. " Outer C'i itinor.'al 
Shelf Leasing Map (L uisuoa Off
shore Operations) 

OCS-G-1525 7-1-67 All of Block 222. Ship .^hr al A-ea, 15.53332 
OCS Official Leasincr Map. 
Louisiana Map Xo. 5 

OCS-G-1984 9- 1-70 X > . Block 225, Shin Shoa! Area. 19.79165 
OCS Official Leasinir Map, 
Louisiana Map Xo. 5 

008-0-2177 11- 1-72 All of Rlock 49 South Pass Area, as 3.33748 8.33333 
shown on OCS Official Leasinir Map, 
Louisiana Map Xo. 9 

OCS-G-3HG 1-1-77 That nortion of South Pass Block 57 6.67497 16.66667 
located more than three ireoeraphical 
miles seaward from the line described 
in the supplemental decree ot the 
C.S. Supreme Court. June 16. 1975 
(C.S. vs. Louisiana. 422 C.S. 13) to 
one toot seaward of the Third Simple-
mental Deere- Line (404 U.S. 3SŜ  
December 20. 1971) as shown on OCS 
Official Leasinir Map. Louisiana 
Man Xo. 9 
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B L M or State 
Leaae No. 

St. Ls. 6310 

Effective 
Date 

5-13-74 

Net Revenue tw'wut 

OCS-G-21S5 10- 1-72 

OCS-G-3U 1-75 

OCS-G-341; 1- I - l 

OCS-G-:047 12- 1-74 

Description 

Tract 13013. beins those portions of 
Blocks ">7 and 58. South Pass Area. 
Plaquemines Parish. Louisiana, 
belomrimr to the State of Louisiana 
and not under mineral lease on 
March 4.1074 and beinir more par
ticularly described in Exhibit A to 
Assignment recorded in C.O.B. 
Xo. 406. Folio 4d.". Records of 
Plaquemines Parish. Louisiana 

Block 78. that portion which is more 
than 3 eeotrraphical miles seaward 
from the line described in paragraph 
1 of the Supplemental Decree of the 
U.S. Supreme Court entered 
December 13.1065 in the U.S. v. 
Louisiana Xo. 0 Orisrinal (382 U.S. 
238). South Pass Area. South and 
East Addition, as shown on 
OCS Official Leasinir Map. 
Louisiana Map Xo. OA 

Block 72. Main Pas^ Area, that portion 
located more than one foot seaward 
of the Third Supplemental Decree 
Line (404 U.S. 383 I December 20. 
1071'!). OCS Official Leasing Map. 
Louisiana Map Xo. 10 

That nortion of Main Pass Blocks 72 
and 74 located more than three 
ireoirraplncal miles seaward f n m 
the line described :n the 
supp lementa l deeree o f the T .S. 
Supreme Court. June 16. 1075 
I U.S. vs Louisiana. 422 U.S. 13) 
to one foot seaward of the Third 
Supp lemen ta l Decree L i n e (404 
U.S. 388. December 20. 1071) 
as shown on OCS Official Leasinir 
Map. Louisiana Map Xo. L0 

All of Block 73. Mam Ta^s Area. OCS 
Official Leasinir Map. Louisiana Map 
Xo. 10. That portion located more 
than one foot «eawnrd of the Third 
Supplemental Deeree Line i 4«H 
U.S. 338 i December 20. 1071)) 

por . i PPT 

5.92738 14.80 

.•.00622 12.49999 

7.544-11 18.83758 

'54441 18.33753 

.."4441 1^3733 
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B L M or State Effective 
Lease No. Dale 

N>l Revenue Interest 

OCS-G-2193 10- 1-72 

OCS-G-3206 7- 1-73 

OCS-G-3300 8- 1-77 

OCS-G-378S 6- 1-78 

Description 

A l l of Block 140. Main Pass Area, as 
shown on OCS Official Leasing Map, 
Louisiana Map No. 10 

A l l of Block X663EG3, Mobile South 
No. 2, as shown on OCS Official 
Leasing Map. XH-16-10 (Also known 
as Block 63), Mississippi Canyon 
Area, as shown on OCS Official 
Protraction Diagram XH-10-10 

A l l or' Block 233. West Cameron Area, 
as ihown on OCS ' 'fficial Leasing 
Map. Louisiana Map No. 1 

A l l of Block 372. Eugene Island Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map Xo. 4A 

POCI PPC 

3.33748 3.33333 

3.3374S S.33333 

10.01243 23.0000 

12.4999 12.4999 

8 



THIS INSTRUMENT IS A MORTGAGE OF AN 
INTEREST IN BOTH REAL AND PERSONAL 
PROPERTY, AND IS, AMONG OTHER THINGS, 
A MORTGAGE OF CHATTELS AND A SECUR
ITY AGREEMENT. 

anil 

Aafltgnawttt uf ProiutrlUm 
Dated July 16, 1981 

NEW DUNSTAN, INC. 

TO 

F. D. THOMPSON 

AND 

W. T. FOX HI . 

Trustees 

AND 

CITIBANK, N.A., 
AA Agent 

Return recorded counterpart* to: 
SHEARMAN & STTIUJNC 
153 E. 53rd Street 
New York. Ncw York 10022 
Attention: Michael A, Ross, Esq. 

This instrument was prepared by: 
Frank VV. R. Hubert, Jr. 
3000 One Shell Plaza 
Houston, Texas 77002 
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THIS MORTGAGE, DEED OF TP UST AND ASSIGNMENT OF 
PRODUCTION dated July 16, 1981, from NEW DUNSTAN, INC., a Dela
ware non-profit corporation (the "t'ompany"), to F. D. THOMPSON of 
Houston, Texas and W. T. Fox I I . uf Houston. Texas (herein collec
tively tht "Trustees" and indi.i lually a "Trustee"), and CITIBANK, 
N.A., a national banking association (thc "Agent"), 

WITNESSETH '. 

Wnr.nF.AS, concurrently with the execution of this instrument, the 
Company is purchasing from Pennzoil Company, a Delaware corpora
tion, Penn/oil Producing Company, a Delaware corporation, Pennzoil 
Oil & Gas, Inc., a Delaware corporation, and Duval Corporation, a Dela
ware corporation (the "Grantors"), the Production Payment defined 
and described in that certain Instrunient of Conveynnce of Production 
Payment dated July 16, 1981. from the Grantors to the Company (said 
Instrument of Conveyance of Production Payment being herein called 
the "Conveyance" and said Production Payment, as so defined and 
described, being herein colled the ' Production Payment"), having an 
initial primary sum of $10,u'JO,000; and 

WHEREAS, the aforesaid primary sum of the Production Payment 
may be increased to an amount not to exceed $2,")00,000,000 in the 
manner provided in the Conveyance (the primary sum, as the same 
may at any time be so increased, being herein called the "Primary 
Sum"); and 

WHEREAS, the Production Payment is dischargeable out of and 
consists of the fixed and varying percentages specified in the Convey
ance (the applicable percentages at any time being herein and in the 
Conveyance called the "Production Payment Percentages") of the oil, 
gas and other gaseous an mid hydrocarbons (heroin and in the Con
veyance called "Hydro' nor."") and. in the event the Supplemental 
Instrument of Convc .ce of Production Payment is executed and 
delivered, sulphur (In -in and in the Conveyance together with Hydro
carbons, called "Mine Is") in and under, and which may he produced, 
mined and saved from, and which shall accrue or be attributable to tht 
properties and interests described and referred to in the Conveyance 
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nnd Exhibit A thereto (snid properties and interest* being herein and 
in tho Conveynnce cullctl the "Subject Interests." and thc Minerals 
therein and thereunder, and which may bc so produced, mined and 
saved therefrom, and which shall accrue or be attributable thereto, 
being herein and iu tbe Conveyance call 'd the "Subject Minerals") 
(tho Product ion Payment Percentages of the Subject Minerals being 
heroin and in the Conveyance tailed the "Production Payment Miner
a ls") ; and 

WHEREAS, the Company hns entered into a Credit Agreement dated 
as of July l f i , 19S1 (-aid Credit Agreement, as the same may at any 
time be amended nnd modified and in effect, being herein called the 
"Credit Agreement") with the banks named therein (the "Batiks") nnd 
the Agent, providing fo r the making of advances ("Advances") to 
which tho Domestic Rate or the Eurodollar Rate may bo npplicnble 
by tho Banks to the Company from time to time in nn aggregate prin
cipal nmount not to exceed $2,500,000,000 for tbe purpose of ennbling 
thc Company to make installment payments on account of tho purchase 
price of the Production Payment under the Conveyance; nnd 

WHEREAS, in order to evidence its obligation to repay each anil nil 
of tho Advances of ench Bank 0. which the Domestic Rate may be 
applicable, the Company lies executed its 23 promissory notes dated 
July l f i , 1081 ench substantially in tho form of Exhibit A to the Credit 
Aereement. of which one is pavnb' • to the order of en"h Bank l i f ted on 
tho signature page of the Credit A reement and i * in tin- elated princi
pal siitn pqiu i the Total Commitment set fo r th opposite the name 
of such Ban! such signature page (such promissory notes of the 
Cotnpany. and any promissory notes issued in replacement thereof 
being called the " A Notes" ) : and 

WMKHKAS, in order to cadence its obligation to repay each and all 
of the Advances of each Bank to which the Eurodollar Rate may be 
applicable, the Com pan.* ha- executed its 23 promissory mites dated 
July 1(1. H»Sl, each substantially iu the form of Exhibit B to the Credit 
Agreement, of which one is payable to the order of each Bank listed 
on the signature page of the Credit Agreemenl and is in tin* stated 
principal sum equal to lhe Total Commitment sei for lh opposite the 
name of such Bank on such signature page (such protni.-snry notes of 
the Company, and any promissory notes issued in replacement thereof 
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being railed tbe " R Notes", nnd together with the A Notes, collectively 
the "No te s " and individually a " N o t e " ) ; nnd 

WIIRRKAR, the actual Total Commitment (as defined in the Credit 
Agreement) of each Rank i» the stated principal amount of each Note 
payable to the order of such Hank, nnd not the nggregate stated prin
cipal amount of all Notes payable to the order of such Rank; and 

WIIRRKAR, the form of the Credit Agreem -nt, with the forms of the 
Notes attached thereto, is attached hereto as Exhibit A, and hereby 
made a part nereof for all purposes; and attached hereto as Exhibit B 
und made a part hereof for all purposes is the form of the Conveyance, 
together wi th all of the property descriptions included in Exhibit A 
to the Conveynnce n- to that counterpart to he recorded in Terrebonne 
Parish, Louisiana and Culberson County. Texas and in thc files main
tained by the New Orleans (Miter Continental Shelf Office of the Bureau 
of Land Management, C.S. Department of the Interior, ns to Lease 
OCK-O-2115: nnd, as to those counterparts to be recorded in nil > 
cording jurisdictions (country or parish) other than in Terrebonne 
Pnrihh, Louisiana and Culberson County, Texns, there is omitted from 
Exhibit A to the Conveyance attached to such counterparts of thia 
Mortgage, the descriptions of property located in recording jurisdic
tions other than the jurisdiction (county or parish) in which the 
particular counterpart is to be recorded; and 

WHEREAS, nil conditions nccessnry to nuthorizc the execution nnd 
delivery of this Mortgage. Deed of Trust and Assignment (as the same 
may at any time 1M« amended and modified and in effect, l>eing herein 
called the "Mor tgage" ) and the issuance of the Notes have been com
plied w i t h : nnd 

WHEREAS, f o r all purposes of this Mortgage, unless the context 
otherwise requires or unless otherwise defined or stnted herein: 

(n) A l l terms in this Mortgnge which are defined in the Con
veyance have the respective meanings assigned to them by the 
Conveyance. 

(b) A l l reference herein to "Articles", "Sections", "Subsec
tions", "Clauses" or other subdivisions refer to the corresponding 
Articles, Sections, Subsections, Clauses and other subdivisions of 
this instrument; and the words "this instrument", "this Mortgage", 
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"herein", "hereof", "hereby", "hereunder" and words of similar 
import refer to this instrument ns a whole and not to nny particular 
Article, Section, Subsection, Clause or other subdivision hereof. 

(c) The term "Event of Default" has the meaning stated in 
Section 5.1 hereof. 

Now, THEnF.ronE. to secure the payment of the indebtedness here
inafter in Section 1.1 hereof described nnd the performance of the 
covenants herein nnd in the Notes contained, nnd in consideration of the 
loans made to the Company by the Ranks pursuant to the Credit 
Agreement, the Company b> these presents does grant, bargain, sell, 
mortgage, create a security interest in, pledge, assign, transfer, 
convey, set over and deliver unto the Trustees and their successors in 
this trust and unto the! signs, the Production Pnyment, including 
all the Company's interest in the Production Payment Minerals and 
the proceeds thereof, and all rights, titles, interests, estates, reme
dies, powers and privileges vested in the Company as the owner of the 
Production Payment or which the Company now has or may become 
entitled to under or by virtue of the terms nnd provisions of the Con
veyance (the Production Payment, nnd all such rights, titles, interests, 
estates, remedies, powers and privileges, being herein collectively called 
the "Mortgaged Property"). 

SUBJECT, HOWEVER, to the pledge and assignment of production 
and other amounts contained in Article I I I hereof, but only insofar 
and so long as the same aro not inoperative under the provisions of 
Section .1.3 hereof, and to the liens, charges and encumbrances set forth 
or referred to in Subsection IS of Section L'.l hereof. Reference is 
hereby mnde to Exhibit R attached hereto for a more complete descrip
tion and statement of the Subject Interests, the Production Payment 
Minerals ami the other rights, titles, interests, estates, remedies, 
powers nnd privileges constituting and appertaining to the Production 
Payment. 

To HAVE AND TO HOLD the Mortgaged Property, together with all 
rights, estates, powers and privileges appurtenant or incident thereto, 
unto the Trustees, their successors in this trust and their assigns 
forever. 
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B U T I N TRUST, NEVERTHELESS, f o r the benefit and security of the 

holders of the Notes and the other indebtedness secured hereby and 
upon the trusts and subject to the covenants and conditions hereinafter 
set forth. 

A R T I C L E I . 

INDEBTEDNESS SECURED 

SECTION 1.1. Thin instrument is made by the Company irrevocably 
in trust, with power of sale, to secure und enforce its indebtedness 
below described: 

A. The indebtedness of the Company evidenced by the Notes, 
including nny extensions or renewals thereof, in nn aggregate 
principal amount not to exceed $2,.">00,000,000 with interest as 
therein provided (such Notes having a final maturity date of 
February 1, 1990 unless the Supplemental Instrunient of Convey
ance of Production Payment is executed and delivered by the 
Grantors in which case the final maturi ty date of the Notes shall 
be June 1, 1990). 

B. A l l other indebtedness of the Company arising pursuant 
to the provisions of the Credit Agreement und this Mortgnge 
(including, without limitation, all amounts payable by the Com
pany under th*- Credit Agreement on account of commitment fees). 

C. A l l costs of enforcing the Notes, the Credit Agreement 
nnd this Mortgage. 

D. A l l fees and expenses payable to the Trustees under this 
Mortgage ami the Credit Agreement. 

The m.v urn indebtedness of tbe Company secured hereby in addition 
to that s« ; fo r th in Section 1.1 A hereof shall not exceed 75^ of thc 
aggregate principal amount of th Notes. 

A R T I C L E I L 

REPRESENTATIONS, WARRANTIES AND COVENANTS 

SECTION 2.1. The Company hereby represents and warrants to 
the Trustees, the Banks and the holders f r o m time to time of the Notes 
as follows: 
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A. The Company is a corporation duly incorporated, validly 
existing and in good standing under the laws of thc State of Dela
ware and has all requisite power and authority, corporate and 
otherwise, to conduct its business and to own its properties (includ
ing the Mortgaged Property), to enter into the Credit Agreement 
and to borrow thereunder and to execute and deliver the Credit 
Agreement, the Conveyance, this Mortgage and the Notes and to 
perform its obligations under each of the foregoing documents and 
instruments except to thc extent that it may be necessary or 
advisuble to qualify to do business in certain states in which the 
Mortgaged Property is located. 

B. The making and performance by the Company of the 
Credit Agreement, the Conveynnce. this Mortgage and the Notes 
and the purchase and ownership by the Company of the Mortgaged 
Property have been duly authorized by all necessary corporate 
action (including any necessary shnreholde- action) and do not 
and will not ( i) violate nny provision of any law. rule, regulation, 
order, writ, judgment, decree, determination or award presently 
in effect having applicability to the Company or of the Certificate of 
Incorporation or By-Laws of th*' Company, or (ii) result in a breach 
of or constitute a default under nny indenture or hank loan or 
credit agreement or any other ngreernent or instmment to which 
the Company is a party or by which it or its property may be 
presently bound or affected, or (iii) result in or require the creation 
or imposition of any mortgage, lien, pledge, security interest or 
other charge or other encumbrnnce in, upon or of any of its proper
ties or assets under any such indenture or hnnk loan or credit 
agreement or other agreement or instrument, and all consents nnd 
approvals necessary to pennit the Company to execute and deliver, 
and to perform its obligations under, the Credit Agreement, the 
Conveyance, this Mortgage and the Notes and to purchase the 
Mortgaged Property have been obtained, and tbe Company is not 
in violation or default under any sue', order, writ, judgment, decree, 
determination, award, indenture, agreement or instrument. 

C. ( i) Assuming the due authorization and execution thereof 
by each other necessnry party thereto, the Credit Agreement, the 
Conveyance, this Mortgage and the Notes, when issued by the Com-



7 

pany for value, constitute the legal, valid and bir-ling obligations 
of tbe Company enforceable against the Comranv in accordance 
witli their terms and (ii) subject to the aocomp' hment of all requi
site filings and recordings in the States of Alabama, Arkansas, 
Louisiana, Mississippi, Montana, New Mexico, New York, North 
Dakota, Pennsylvania, Texas, West Virginia and Wyoming with 
respect to the property covered thereby prior to the intervention 
of rights of third parties therein, this Mortgage constitutes a legal, 
valid and effective first mortgage lien on the Mortgaged Prop»rty 
and a legal, valid and effective first security interest in and 
assignment of Production Payment Minerals and the proceeds of 
sale thereof. 

D. Tho balance sheet of the Company as of July 16, 1981 
(certified by the chief financial officer of the Company), copies of 
which have been furnished to the Ranks, coirectly ami fairly sets 
forth the financial condition of the Company at said date, and since 
said date there has been no material adverse change in 'ts condition, 
financial or otherwise. 

E. There are no actions, suits or proceedings pendi.ig or, to 
the knowledge of the Company, threatened against or affecting the 
Company or nny of its properties (including the Mortgaged Prop
erty) before any court or governmental department, commissior, 
bonrd, bureau, agency or instrumentality, domestic or foreign, 
which, i f determined adversely to the ' 'ompany. would have a 
material adverse effect on the finnno .1 condition, properties 
(including the Mortgaged Property) or r • 'ions of tbe Company 
or its ability to perfonn its obligations under or under the 
Credit Agreement, the Conveyance, this Mortgage or tbe Notes. 

F. No authorization, consent, approval, license or exemption 
of, and no filing or registration with, any court or gove -nmental 
department, commission, board, bureau, ag nov or instrumentality, 
domestic or foreign, is or was necessary to the valid execution, 
delivery and performance by the Company of tbe Credit Agree
ment, the Conveyance, Ihis Mortgage or Ihe Notes, except to tbe 
extent that it may he necessary or advisable to qualify to do busi
ness iu certain states iu which the Mortgaged Property is located. 
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G. Tho Company has tho legal right and authority to grant, 
bargain, sell, mortgage, create n security interest in pledge, 
assign, transfer, convey, set over and deliver the Mortgaged 
Property, and all rights, titles, interests, estates, remedies, powers 
and privileges appurtenant or incident thereto, in tbe manner and 
form herebv done or intended: tbe rnt ire amount of tbe Produc
tion Payment init ial ly sold to the Company is, on the dnt-' of this 
Mortgage, outstanding nnd undischarged: tbe Company has 
received, on the date of this Mortgage, nothing whatsoever towards 
tho satisfaction of the Production Payment: and the Production 
Payment is not subject to any set-off, counterclaim, recoupment 
or defense. 

H. The Compnrv hns good and indefeasible title to the Mort
gaged Property initially sold to it free ami clear of all liens, secu
ri ty interests, charges and encumbrances of every character other 
than (a) the lien and security interest of tbis Mortgage nnd (h) such 
bens, charges and encumbrances ns are set f.,rtb in Exhibit A to the 
Conveyance nr ns are permitted by suhparag~aph i f ) of Para
graph 14 ot the Conveyance to the extent the same are app'ienhlc 
to the Production Payment. 

I . There is no effective financing statement or other instru
ment similar in effect on file against the Company in nny of the 
States of Alabama. Arkansas. Louisiana, Mississippi. Montana, 
New Mexico, New York. North Dakota. Pennsylvania, Texas, West 
Virginia nnd Wyoming covering the Mortgaged Property or any 
part thereof, or tbe proceeds of the Mortr ed Propoity or nny 
part thereof other thon those related to ,is Mortgage and the 
Convevance. 

SECTION 2.2. The Company covenants and agree; wi lh the Trustees, 
the Ranks and the holders from time to time of tbe Notes that, so long 
as anv indebtedness secured hereby remains unpaid, unless (except as 
to Subjection D of this Section) the holders of no' less than fib'-Vi^ in 
aggregate unpaid principal amount of the Notes shall have i therwise 
consented in w r i t i n g : 

A. The Company will maintain in good standing orate 
existence, rights, privileges an 1 franchises in the Stat' .vare 
and will qual i fy and remain du • qualified to do business 1 own 
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property in each jurisdiction in which any of the Mortgaged Prop
erty shal] In* located if such qualification is necessary in vi w of its 
business and operations, an.l will promptly pay all franchise, 
income and other taxes owning by i t ; and the Company will, as 
and when necessary, qualify and pay franchise and other taxes 
(subject to the right of the (Irantors under the Conveyance to 
contest such taxes in good faith) in any jurisdiction in which any 
of the Subject Intoro's shall be located if required by the law 
of auch jurisdiction for 'he full exercise of its rights or the full 
performance of its obligations under this Mortgage or the Con
veyance. 

P. The Company will promptly pay or discharge, and cause 
the same promptly to be paid or discharged, when the snme shall 
become due (or. ns to any thereof wlreh are being contested in good 
faith, promptly following final determination of such contest), all 
taxes, assessments and governmental charges or levies imposed 
upon it or upnn its income or profits or nny property belonging to 
it, including all ad valorem, severance.. gross income, gross receij 
gross profits, gross production, drilling, occupation, excise, sn 
franchise, income ar.d other taxes and assessments of any kind 
whatsoever (including, without limitation, any excise tax imposed 
on any windfall profit fron. taxable crude oil by tbeCrude Oil Wind
fall Profit Tax of 1980and any amendments or supplements thereto 
or tax enacted in substitution therefor nnd any interest and pen
alties payable thereon or with respect thereto), imyosed upon or 
assessed with respect to or measured by or charged against or 
attributable to the Mortgaged Property (including the interest 
therein of the Trustees or of the holders of the Notes or other 
indebtedness secured hereby), the Production Pnyment, the Pro
duction Payment Minerals or the proceeds of sale thereof or the 
drilling for or extraction of any Production Payment Mineral or 
the acquisition, ownership, sale, assignment, transfer or other 
''•sposition by the Company in whole or in part of the Production 

.yineat or the Production Payment Minerals and will maintain 
and preserve tbe lien aud security interest created by this Mori-
gage. 

C. The Company will, on request of any Trustee or of the 
of any of the Notes, promptly correct any defect, error or 
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omission which may he discovered in tin- contents of this instru
ment or in the execution hereof and will execute, acknowledge and 
deliver uich further instruments nnd do such further nets and 
things 's may he necessary or ns may he reasonably requested by 
the Trustees or the bolder of any of the Notes to carry out more 
effectively the purposes of this Mortgage and to subject to the 
lien and security interest hereby created auy of the Mortgaged 
Property or the rights or interests covered <r intended to be cov
ered Hereby, and to perfect and maintain ich lien and security 
interest. 

D. The Company will duly and punctually pay each and every 
obligation owing hereunder and under the Credit Agreement nnd 
on account of each Note in accordance with the terms hereof and 
thereof, unless the holders of all the Notes shall have otherwise 
consented in writi 

K. The Company will promptly and (insofnr as not contrary 
to applicable law) at its own expense record and re-record, file 
nnd re tile ami register and re-tegister the Convi yance, this Mort
gage, any financing or continuation s'atements nnd every other 
instnunent additional or supplemental hereto thereto lhat shall 
be required by law in order to perfect nnd maintain the validity 
and effectiveness of the Convevance and the lien nnd s"curity 
interest intended to be created hereby, in such manner and places 
and within such times ns may I.e necessary to perfect nnd main
tain such lien nnd security interest and preserve nnd protect the 
rights aiul remedies of the Trustees and of the holders of the 
Notes, and will furnish satisfactory evidence of every such record
ing, filing and registration to the Trustees nnd the holders of the 
Notes. 

F. The Compnny will keep proper books of record ami account 
in which complete ami correct entries will he made vl all of its 
business and financial transactions. >ueh entries to b. :nade in 
nccordnnce with generally accepted i •counting principles onsist-
ently applied in the case of financial transactions. All such books 
of record nnd account shall he kept, ami the chief place of bus -ss 
of the Company sl all be located, in the State of Delaware at A a 
Company's addre> stated at the end of this Mortgage or at suvi 
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other place within the continental limits of the l'nited S'ute- as the 
Trust- s ami the holders of (\(Y-A

r'r or more in aggregate unpaid 
principal amount of the Notes shall have approved in writing 
prior to tin change of the place of keeping of books oi record and 
account or tue locution af its chief phu • of business. 

0. Tbe Company will furnish to the Trustees, the Agent nnd 
each of the holders of the Notes (n) promptly after the Company 
shnll have obtained actual knowledge of the occu rence of an Event 
of Default under the Credit Agreement or under thi-- Mortgnge, 
and/o»- an event which with giving of notice o. die lapse of 
time (or both) would becon uch an Event of Default, a state
ment of the chief financial ollicer of the Company setting forth 
details of such Event of Default or event, (b) within ninety (fM)) 
days after the end of each fiscal year of the Company, the balance 
sheet of thi' Compnny as of the end of such fiscal year, and tbe 
statement of income and retained comings nf the Company for 
such fiscal year, certified by a" authorized financial officer of the 
Compnny or. if requested by the Trustees or the holders of not less 
than 66~;'jrr in af. regate principal amount of the Notes, by inde
pendent puhlic accountants of r< "gnized standing acceptable to 
the Trustees or the holders of not less than fifi-ji/f in aggregate 
principal amount of the Notes, |c) within thirty (!!(') days rfter 
the end of each of the fir id three quarters of each such fiscal year, 
the balance sheet of the Company ns of the end of sue1: pmrter and 
statements of income nnd retained earnings of the Company for 
the period commencing at the end of the previous fiscal year and 
ending with the end of such quarter, certified by an authorized 
financial officer of the Company, (d) promptly following receipt 
thereof by tbe Compnny, copies of all information and each report 
or other statement or document furnished to the Company pursuant 
to the provisions of Paragraph IM .if the Convoy,- nee, and <e) such 
other informal n respecting the business affair*, financial condi
tion and/or operation- of the Company us the Agent may from 
time to time r . asonnh; request. 

TI. T u n Compnny will not, 

(1) amend, modify, supplement or otherwise revise the 
Conveyance or consent to or permit uny such amendment, 
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modification, supplement or other revision, except hy execution 
nnd delivery >>f the Supplemental Instrument of Conveynnce 
of Production Payment and pursuant to Subsection C of this 
Section 2.2; 

(2) except with respect to notions ns io which consent of 
tho Compnny is not required hy tlie terms of the Conveyance, 
consent to or pennit nny surrender, abandonment, release, 
sale, conveyance, assignment, lense or sublease, farmout or any 
participation in any pooling, communitizution or unitization, 
by the (irantors under the Conveyance of ull or any part of 
the Subject Interests; 

(3) surrender, abandon, release, sob, convey, assign, lease 
or sublease *he Mortgaged Property or any part thereof; 

(4) liquidate or merge into or consolidate with nny other 
corporation or permit any other corporation to be merged into 
the Company; 

(5) sell, lense, assign, tr msfer or otherwise dispose of 
all or a substantial portion of its assets, including its nccouuts 
leceivnhle, except ns contemplated by the Conveyance and 
this Mortgage; 

(6) issue or sell n y shares of its capital stock having 
ordinary voting pew. >r the election of its Board of Direc
tors or other governing >ody: or 

(7) declare or pay an\ dividends, purchase, redeem or 
otherwise aeqvdre for value any of its capital stock now or 
hereafter outstanding, return nny capital *o stockholders or 
make any distribution of assets to stockholders, except that 
the Company may (i) declare and pay dividend.* to its stock
holders in nn amount uot to exceed the amount received by 
it pursuant to Paragraph 4(c) of the C.nveyance; provided, 
however, that no such dividends or distributions shall be per
mits d pursuant to this clause (i) if an Event of Default 
Khali have occurred nnd be continuing und (ii) declare and 
pav dt.;dctu|s to its stockholders in union its equal te interest 
and dividends, if any, received on the securities referred to 
in Subreption () of this Section 2.2; provided, however, tha' 
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no such dividends .)r distributions shall ho permitted pursuant 
to this clause (ii) which shall reduce the current marke* value 
of the Company's assets (other than the Production Pa)ment) 
below die amount set forth in Subsection U of this Section 2.2. 

I . The Company will promntly notify the Trustees and the 
Banks in writing of auy default, of which it has knowledge, in the 
observance or performance of any term, covennnt, agreement or 
condition on the Grantors' purt to be performed or observed under 
the Conveyance. 

J. The Company will, on the request of the Trustees or of the 
holders of aot 'ess than 6fi-||% in nggregnte unpnid principal 
amount of the Notes, and at the expense of the Company, promptly 
take all such action as may be so requested to enforce or s?oure the 
observance or jierfonnnnco of any term, covenant, agreement or 
condition of the Conveyance to be observed or performed by the 
Grantors thereunder, or to exercise uny of its rights, remedies, 
powers nnd privileges under the Conveynnce, all in nceordunce v.ith 
the terms thereof, provided, Amm er, that thc Trustees shnll not 
lie obligated to make any such request to the Company under this 
Subsection .1 unless directed to do so iu writing by the holders 
of not less than 66%% ill aggregate unpuid principal amount of the 
Notes. 

K. Tf the title or rights f lhe Trustees to the Mortgaged 
Property or any part thereol or the lien of or security interest 
created by this Mortgage shall be in danger, or shall be attacked 
directly or indirectly, or if auy legal proceedings are instituted 
against tbe Cjtnpany, the Trustees or the holders of the Notes 
with rest ect thereto, the ('ompany will promptly give written 
notice thereof to the Trustees and the holders of the Notes and 
at its own cost and expense will undertake diligently to cure aey 
defect thai may have developed or may be claimed ami will take 
all necessary nnd proper steps for the protection and defense 
thereof and will take such action as is reasonably appropriate to 
the defense of any such legal proceedings, including, but not 
limited to, the employment of counsel, the prosecution nnd defense 
of litigation aud, if approved by the holders of not less than 66%% 
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in apprognto unpaid principal amount of tin- Notes, the compro
mise or release and discharge of any advors- clnims made. Tlio 
Trustees sliall not 1K> obligated tc exercise uny rights under this 
Subsection K unless directed to do so in writing by the holders 
of not less than (U»7a% in aggregate unpaid principal amount of 
the Notes. 

L. Except as permitted by Subsection O of this Section 2.2. 
the Company will not conduct any nctivity unrelated to the owner
ship of the Mortgaged Property or to the exercise of any rights 
appertaining therein nnd. in any event, will not open or mnintnin 
en oflice in nny stnte other thnn the State of Delaware. The Com
pany will not qualify to do business as a foreign corporation in nny 
stnte other than the state or states the laws of which sliall 
require such qualiflcation for the full exercise of the Company's 
rights oi the full performance of the Company's obligations under 
this Mortgage or tin Conveyance. 

M. The Company will not create, assume or incur, or in nny 
manner be or become liable in respect of, any indebtedness, whether 
current or funded, direct or contingent, other than 

(1) the Notes and other indebtedness of the Company 
secured hereby; 

(2) taxes, assessments nnd governmental charges or levies 
not due nnd delinquent or the validity of which is currently 
being contested in good faith by appropriate proceedings; and 

(3) current accounts, payable or accrued, necessary to 
the conduct of the ordinary course of business of the Com
pany, provided that all such indebtedness shall from time 
to time be promptly paid and discharged when due. 

For the purposes of this Subsection M, the term "indebted
ness" shall mean (i) any obligation, by whomsoever incurred, 
properly shown on the liability side of a balance sheet in accord
ance with generally accepted accounting principles (otlier than 
items properly shown in the cupital account of a corporate balance 
sheet), (ii) any obligation secured by a mortgage, conditional sales 
agreement or other title retention or security instrument, whether 
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or not any person has personal responsibility to discharge the 
same, nnd (id) any obligation for the payment of rent or hire for 
property of any hind whatsoever, whether real, personal or mixed. 

N. The Company will no* create or assume, or suffer to be 
crented or assumed or to \ any mortgage, pledge, security 
interest, charge or encumhr.i »-. nny kind upon or in nny of its 
property of nny eharaet« r, whether owned at the date hereof or 
hereafter acquired, as security for any indebtedness or acquire or 
agree to acquire any property subject to any conditional sale 
agreement or other title retention agreement, excluding, however, 
from the operation of this Subsection 

(1) the lien of this Mortgage; 

(2) other Hens securing indebtedness of the kinds per
mitted by clauses (1) and (2) of Subsection M of this Sec
tion 2.2; and 

(3) such liens, chnrges nnd encumbrances ns are set forth 
in Exhibit A to the Conveyance or are permitted by Paragraph 
14(f) of the Conveyance to the extent the same are applicable 
to the Prouuition Payment. 

0. The Company will at all times maintain assets (other than 
the Production Payment) in the form of cash or readily marketable 
securities, of a current market value or principal amount of not 
less than $10,;KHJ in the aggregate. 

P. The Company will not file or join in the fding of any con
solidated federal or state income or franchise lax return with 
any other corporation or entity. 

Q. Upon receipt of evidence sntisfnetory to the Company of 
the loss, theft, destruction or mutilation of any Note nnd. in the 
case of anv sueh loss, 'heft or destruction, upon delivery of a bond 
of indemnity (or in the case of any Hank, upon written indemnifi
cation l y such Hank) satisfactory to the Company, or, in the case 
of any such mutilation, upon surrender and cancellation of such 
Note, the Company will issue, in replacement of such lost, tolen, 
destroyed or mutilated Note, n new Not* of like tenor, dntt 1 the 
date to which interest hns been paid on such Note and not -d to 
show nny payments or prepayments of principal thereof. 
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R. Upon execution and delivery by tho (Irantors of the Supple
mental Instrument of Conveyance of Production Payment, the 
Company will execute and deliver to tho Trustees the Supplemental 
Mortgage, Deed of Trust aud Assignment of Production substan
tially in the form attached hereto as Exhibit C; 

S. Tbe Company will not assume, guarantee, endorse or other
wise be or become directly or indirectly liable in respect of or in 
effect responsible for (whether by guarantee or by agreement to 
purchase securities, to contribute capital or to make lease pay
ments or otherwise) any obligation of nny other person, except by 
endorsement of negotiable instruments for d- |*>si or collection or 
similar transactions necessary to the condin ' >f the ordinary busi
ness of the Company. 

T. The Company will not make any loan or advance to any 
person. 

U. Subject to the provisions of Subsection I I of Section 2.1 
hereof, the Company hereby binds itself to warrant nnd forever 
defend unto tbe Trustees, their successors in thia trust nnd their 
assigns, the Production Payment against every person whomsoever 
lawfully claiming or to claim the same or any part thereof. This 
Mortgage ir. made with full substitution and subrogation of the 
Trustees in nnd to all covenants and warranties heretofore giver, 
or made by others in rerpoct of the Production Payment or the 
Subject Interests, or any part thereof. 

SECTION 2.3. To the full extent that it lawfully may, the Com
pany hereby agrees that the Trustees or the holders of not less than 
66%% in aggregate unpaid principal amount of the Notes shall be 
entitled at any time nnd from time to time (i) to exercise all of tbe 
rights, remedies, powers and privileges vested in the Company us 
Grantee under the Conveyance and by virtue of .cs ownership of the 
Production 1 aymont, (ii) to give or withhold all consents, requests. 
direeno.- • "dic^s, approvals and waivers required or permitted oy 
the Co - - which the Company ns such Grantee would otherwise 
be c.u . 1 or withhold thereunder or pursuant thereto and (iii) 
to po-' .use to be performed nny act which the Company is 
rec ,>» . >rm under Subsections J and K of Section 2.2 hereof 
ar >n the manner and extent of the performance by the Com-
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pany of any racli net. The Company will, upon request of the Trustees 
o • the holders of not less than 66%% in aggregate unpaid principal 
amount of the Notes, execute and deliver to such person or persons 
as may be designated hy the Trustees or such holders appropriate 
powers of attorney to act for and on behalf of the Company in all trans
actions of the Compnny with an agency, department or subdivision of 
any state or of the United States relating to the Mortgaged Property 
or any part thereof. Except in connection with enforcement of the 
Trustees' right to be paid by the Company any sums to bo paid to them 
by the Company under this Mortgage, the Trustees shnll take any 
action which they are authorized to take pursuant to the provisions 
cf this Section 2.3 only in accordance with the written directions of 
the holders of not less thnn (56%% ir aggregate unpaid principal 
amount of the Notes, and the Trustees shall be fully protected in so 
doing. 

SECTION 2.4. The Company at ees thnt. if it fails to perform any 
act which it i3 required to perform horeumh r or to pay any money 
which it is required to pay hereunder, the Trustees or the holder of any 
Note may (subject to the provisions of Section 2.3 with respect to 
performance of the Company's obligations under Subsection J or K 
of Section 2.2). but shnll not be obligated to, perform or cause to be 
performed such act ami may pay such money. The Trustees shall not 
be obligated to exercise any rights under this Section 2.4 unless directed 
to do so in writing by the holders of not less than 66%% '» aggregate 
unpaid principal amount of the Notes. 

SECTION 2f>. The Company agrees that any Trustee and any 
holder of a Note, at its own expense, shnll have the right to visit and 
inspect any of the properties belonging to the Company, to examine 
and make copies of and take abstracts from its books and records and 
to discuss its affairs, finances or accounts with the Company's officers, 
all at such times and intervals as the Trustees or such holder may 
reasonably request nnd shall have the right to make all inspections, and 
to receive all reports, certificates, statements nnd other documents and 
all other information which the Company shall be entitled to make or 
receive under Paragraphs 15, 16 and ID of the Conveyance, .subject, 
however, to the limitations ami conditions provided in said Paragraphs 
15,16 and If). 
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A R T I C L E ITT. 

ASSIGNMENT OF PRODUCTION 

SECTION 3.1. Thc Compnny. to tlio extent in this Article pro
vided, effective as of 7 o'clock A.M., local time in effect at tho location 
of each of the Subject Interests, on July 1, 1081, hereby bargains, sells, 
assigns, transfers, conveys, pledges, sots over and delivers unto the 
Agent, its successors and assigns, all the Company's right, titles, inter
ests, estates, remedies, powers nnd privileges in nnd with respect to the 
production of Production Payment Minerals, together with all proceeds 
derived f rom the sale of such Minerals, including nil moneys due and 
to become due under any of the Sales Contracts and all of tho Com
pany's rights to receive all amounts payable to or otherwise receivable 
by the Compnny on account of payments pursuant to Paragraphs 14(c) 
and 25 of the Conveyance. All parties producing, purchasing, taking, 
processing or receiving Minerals from any properties f rom which the 
Production Payment is dischargeable, or having in the>r possession 
such Minerals, or proceeds therefrom, or making any payment pur
suant to Paragraphs 14(c) nnd 2"> of the Conveyance, for which they or 
others aro accountable to the Agent by virtue of the provisions of this 
Article, are authorized and directed to treat are' regard the Agent as 
the assignee nnd tr jnsferee of the Company and entitled in the place 
and stead of the Company to receive such proceeds accruing or attribut
able to the Production Payment, and said parties and each of them shall 
be fully protected in so treating nnd regarding the Agent and shall be 
under no obligation to see to the application by the Agent of nny such 
proceeds received by i t . Without in any way l imit ing tho effectivenets 
of the authorization nnd direction in the next preceding sentence, i f 
the Company sliall receive any such proceeds which under this instru 
ment are receivable by the Agent, the Company wil l hold the snme ; n 
t M.d and wdll remit such proceeds or nmounts. or cause such proceeds 
or amounts to be remitted, immediately to tho Agent. Tho Company 
will, at the request of the Agent, furnish it with or obtain for it thc 
names of all parties purchasing or receiving Subject Minerals f rom 
any properties f rom which the Production Payment is dischargenhh 
and the names of all parties l aving in their possession such Minerals, 
or proceeds therefrom, and the Company wi l l execute ami deliver any 
and all instruments that may he requested by thc Agent for the pur-
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•• : ' effectuating the assignment hereby made by the Company and 
i.»„ pa> aent to the A gnu* of the proceeds so assigned. 

SECTION 3.2. All rnnies received by the Agent pursuant to the 
assignment m*u- by the Compan\ in Section 3.1 hereof which are 
deemed to b*' proceeds of Production Pa> ment Minerals under 
Paragraph 4 of the Conveyance shail be held by the Agent as security 
for the payment of the Notes and shall be applied as provided in 
Paragraphs FIRST through FIFTH of tbis Section. Monies so received 
by the Agent pursuant to Section 3.1 hereof up to 11:00 \ .M. (local 
time in effect in the Ci.y of New York) on any Application Pate (com
mencing with September 1, 1981) and not theretofore applied pursuant 
to this Section 3.2. shall be deemed to have been received and shall be 
applied as follows: 

FIRST: There shall be paid to tho holders of the Notes the 
aggregate amount then applied with respect to the Company pur
suant to, and in the order of priority specified in subparagraphs 
(a) and (b) of Paragraph (i of the conveyance. 

SECOND: There shall bo paid to the Company the amount 
deemed to have been then applied with respect to tho Compan} 
pursuant to subparagraph (e) of Paragraph fi of the Conveyance; 
provided, however, that if an Event of Default (as set forth in 
Section 5.1 hereof) hereunder shall have occurred and then be 
continuing, the Agent shall have the right to apply such amount 
to the payment and/or prepayment without penalty or premium 
of the indebtedness secured reby; a H 

THIRD: There shall be paid to the Company (or to the Trus
tees or the holders of the relevant Notes to the extent that such 
Trustees or holders have incurred ny expense or made nny pay
ment on behalf of th' "ompany pursuant to Section 2.4 hereof for 
which the Company v.-aid be entitled to be reimbursed under sub
paragraphs (d) and (e) of Paragraph G of the Conveyance) the 
aggregate amount (loomed to have been then applied with respect 
to tho Company pursuant to, and in tin- order of priority specified 
in, said subparagraphs (d) and (e) of said Paragraph fi of the 
Conveyance; provided, however, that, in the case of the taxes, 
assessments, costs and expenses referred to in said subparagraphs 
of the Conveyance, the Agent shall have received satisfactory 
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evidence of the Company'- payment or obligation to pay ror'.' 
taxes, assessments, costs and expenses in respect of which such 
amonnt is (teemed to have been so applied and shnll have approved 
the same; and 

FOI RTH: The balance shall be applied to thc payment or pre
payment of the unpaid principal of the Notes; und 

FIFTH : After payment in full of the Notes and all other indebt
edness secured hereby, there shall be p c l i to the Company an 
amount equal to ad amounts (if any) previously applied by the 
Agent pursuant to the proviso of clause SECOND above; 

SECTION 3.3. Notwithstanding the other provisions of this Article, 
the Trustees or any receiver appointed in judicial proceedings for the 
enforcement of this instrument shall have the right tn receive all the 
income, revenues, rents, profits and proceeds from ie Mortgaged 
Property (including the Production Payment Minerals and all pro
ceeds therefrom) and all other amounts payable to or receivable by the 
Company pursuant to the Conveynnce. After the Notes have been 
declared due and payable in accordance with the provisions of Section 
5.1 hereof and to apply all snid income, revenues, rents, profits and 
proceeds in the order of priority set forth in Section 3.2 hereof and to 
exercise all the rights, privileges, powers nnd remedies conferred upon 
the Company by the Conveyance in the sole interest of the holders of 
the Notes without regard to tbe effect such action may have upon tho 
rights of any other person under the assignment contained in Section 
3.1 hereof. TT|mn nny sale of the Mortgaged Property or any part 
thereof pursuant to Article V hereof, the Production Payment Minerals 
thereafter produced from Mint portion of the Mortgaged Property so 
sold, and the proceeds therefrom, shnll bo included in such sale and 
shnll pass to tho purchaser free and clear of thc assignment contained 
in this Article. 

SECTION 3.4. Thc Agent shall not be linble for failure to collect 
or for failure to enforce collection of any proceeds assigned pursunnt 
to this Article nnd shall have no other responsihlity in connection there
with, except the responsibility to account for funds actually received. 
For all purposes of this Mortgage, any proceeds, amounts or moneys 
shall be deemed to have been "actually received" by the Agent when 
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such proceeds, amounts or moneys shall he immediate) available to 
the Agent at the office of the Agent at 399 Park Avenue, New York, 
New York 10043 or at such other office of tht Agent in New York City 
as shall be designated from time to time by the Agent. The Agent, 
if and to the extent that the Agent receives and applies funds under 
this Article I I I , shall nccount to the Grantors, lhe Company and the 
holders of the Note?, for funds so received and applied under this 
Article I I I by furnishing to the Gradors, the Compan and the 
holders of the Notes, quarterly within 15 Business Days after each 
Application Date (oi the Next Preceding Busine-.s Day, as applicable), 
the written statement referred to in the last sentence of Paragraph 6 
of the Conveyance wdth respect to any funds applied on such Applica
tion Dak- (or die Next Preceding Business Day, as applicable). 

SECTION 3.5. Nothing herein contained shall detract from or limit 
the absolute obligation of the Cor»>ru,iy to make payment of the Notes 
at maturity and of all amounts owing hereunder by the Compnny at the 
time and in the mnnner provided herein and in the Notes, regardless 
of whetht-i the proceeds of production assigned by this Article are suffi
cient to | ay the snme, und the rights under this Article shall be 
in addition to all other security of any and every character now or 
hereafter existing to secure the indebtedness of the Company secured 
hereby. 

SECTION 3.6. The Compa agrees to indemnify the Trustees, the 
Banks, the Agent and the holders of the Notes ngninst all claims, 
actions, liabilities, judgments, costs, charges nnd attorney's fees made 
against or incurred by them, or nny of them, with respect to the Pro
duction Payment, ns a consequence of an assertion that they received 
funds from the production of Minerals claimed by third persons either 
before or after the payment in full of the Notes; and the Trustee*, the 
Banks, the Agent nnd such holders shall have the right to defend 
against uny such claims, actions aud judgments, employing their attor
neys therefor, and if they aro not furnished with reasonable indemnity, 
they shall have the right to compromise and adjust all such claims, 
actions and judgments; nnd the Company agrees to indemnify and 
pay to the Trustees, the Banks, the Agent or such holders any and all 
such claims, judgments, costs, charges and attorneys' fees ns may be 
paid in any adjustment thereof or as may be adjudged aguinst any of 
them. 
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SECTION 3.7. Without limiting tho foregoing provisions of this 
Article I I I . the Company agrees that this Article I I I is intended to 
grant to the Agent fo r the benefit of the holders of the Noles a security 
interest in Minerals to he extracted f i o m or attributable to the Subject 
Interests w h k h are or may become subject to the Production Payment 
nnd in nnd to the proceeds resulting f rom the sales thereof (including, 
but not limited to, sales at the wellhead or mine), such security interest 
to attach to such Minerals as extracted ami to tho accounts resulting 
from such sale. The Company, as owner of the Production Payment, 
hns an interest of record in the Subject Interests which nre now subject 
to the Production Payment and, upon execution nnd delivery of the 
Supplemental Instrument of Conveyance of Production Payment re
ferred to in the Conveyance, will have an interest of record in the 
Suhject Interests described in said Supplemental Instrument of Con
veynnce of Production Payment. Pennzoil Company. Pennzoil Pro
ducing Company. Pennzoil Oil & (las, Inc. and Puvnl Corporation, 
each a Delaware corporation, are the record owners of said Subject 
Interests subject to the Production Puyment to the extent provided in 
the Conveyance. 

A R T I C L E I V . 

DEFEASANCE 

SECTION 4.1. I f all indebtedness of the Company secured hereby 
shall bo paid, then, upon receipt by the Trustees of evidence satisfac
tory to them of the payment in fu l l of the indebtedness secured hereby, 
this Mortgage shall In-come null and void ami the interest of the Com
pany in the Mortgaged Property shall become wholly clear of the lien, 
security interest, conveyance and assignment created hereby, and such 
lien and security interest shall 1M» released in due course at tbe cost of 
the Company. Otherwise this Mortgage, Deed of Trust and Assignment 
of Production shall remain and continue in f u l l force and effect. 

A R T I C L E V . 

REMEDIES I N EVENT OF DEFAULT 

SECTION 5.1. I n case any one or more of the following "Events of 
Default" shall occur and shall not have been remedied: 
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A. Default by the Company in any payment of the principal 
of or interest on the Notes when dec or in nny payment of any 
costs or other amounts required by or under the Cr< lit Agreement 
or t. 'otes when such costs o. other amounts become due ond 
paya .;or 

B. Any representation or warranty contain' .i in Section 2.1 
hereof, or in any certificate furnished by the C .npany in connec
tion with the Credit Agreement, shall prove to have been untrue 
in any material respect when made; or 

C. Default by the Company in the due performance or obser
vance of any covenant or condition herein or in the Credit Agr. j -
ment contained, which shall have continued unremedied for a 
period of 30 days after it shall have become known to the Com
pany ; or 

D. At any tim» the unliquidated balance of the Primary 
Sum sliall he less than the aggregate unpaid principa! amount of 
the Notes; or 

E. The Company shnll f l ) become insolvent or be unable to 
pay its debts as they mature or generally not pay its debts as 
such debts become due, (2) apply for or consent to the appoint
ment of n receiver, trustee or liquidator of the Company o- of n'l 
or a substantial part of its assets. (3) he adjudicated a bankrupt 
or insolvent, or Pie a voluntary petition in bankruptcy. (4) make 
a general assignment for the benefit of creditors, (.">) file a peti
tion or en answer seeking reorganization or an arrangement h 
creditors or to take advantage of any insolvency law. (fi) file an 
answer admitting tbe material allegations of, or consent to, or 
default in answering, reorganization or insolvency proceedings or 
proceedings or (7) take any corporate action to authorize any of 
the actions set forth in this Subsection E; or 

F. An "Event of Default" under Paragraph 17(c) oi (d) of 
the Conveyance shall occur; or 

(1. An order, judgment or decree shall be entered by nny 
court of competent jurisdiction, approving a petition seeking 
roorgani7ation of tin- Company or appointing a receiver, trustee 
or liquidator of the Company or of all or a substantial part of 
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its assets, and such order, judgment or decree snail continue 
unstayed and in effect for any period of 30 consecutive days; 

then, and «n any such event, the Agent may with the consent, or shall 
at the direction, of the holders of not less than 66%% in aggregate 
unpaid principal amount of the Notes, by notice in writing to the 
Company, the Tnistees and the holders of the Notes, declare the 
entire unpaid principal of and interest on all the Notes and all other 
amounts then owing by the Compnm hereunder nnd under the Credit 
Agreement and thc Notes to be forthwith due ami payable, whereupon 
the same shall become and be forthwith due nnd pnyable without 
other notice or demand of any kind and the liens and security interests 
evidenced hereby shall be subject to foreclosure in the manner pro
vided for herein or provided for by law as the Trustees may elect 

SECTION 5.2. All costs and expenses (including attorneys' fees) 
incurred by the Trustees, or by the holders of the Noles in protecting 
and enforcing their rights hereunder shnll constitute a demand obli
gation owing by the Company and shall bear interest at a rate equal 
to the Applicable Kate (but in no event to exceed the maximum rate 
permitted hy applicable law) in effect d.iring the period such obligation 
is outstanding, all of which shall constitute a portion of the indebted
ness secured by this instrument. 

SECTION 5.3. I f the entire unpaid principal of and interest pay
able on the Notes and nil other amounts owing by the Company here
under and under the C redit Agreement nnd the Notes shall have become 
due and payable, whether at the stated date of maturity thereof or prior 
thereto, and shall not have been paid, the Tnistees, upon and only upon 
the written request of the holders of not less than 66%% in aggregate 
unpaid principal amount of the Notes, shall have the following rights 
and powers: 

A. To sell, to the extent permitted by law, the Mortgaged 
Property, at one or more sales as an entirety or in parcels, as 
the Trustees may elect, at such place or places and otherwise m 
such manner nnd upon such notice ns nay be required by law, or, 
in the absence of any such requiremc.t, as the Trustees mny deem 
appropriate, and to make conveyance to the purchaser or pur
chasers ; or 
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proporty sold good nnd sufficient doodn or othrr instruments of con
veyance therefor, in foe Rimplo, with covenants of general warranty, or 
otherwise, as the Trustees may deem expedient. 

Any sale hy the Trustees of any part of the Mortgaged Property 
located in any county in the State of Alahamn may IH» mnd« at puhlic 
outcry at the front door of tho courthouse of said county, for cash to 
the highest bidder, after first giving thirty doys' notice of the time, 
place and terms of snle, together with a description of the property to 
be sold, by publication once a week for thret consecutive weeks, in a 
newspaper published in said county. 

SECTION 5.5. In exorcising tho power of sale hereby given, thc 
Trustees may conduct nny number of sales from time to time to the 
extent pennitted by law. Tbe power of sale shall not be exhausted by 
any one or more such sales ns to any part of the Mortgaged Property 
not lawfully sold, but shall continue unimpaired until all the Mortgaged 
Proporty shall have boon sold or the Notes and all indebtedness of the 
Company secured hereby shall have been paid. 

The sale of all or nny portion of the Mortgaged Property may, 
to the extent permitted by law, he postponed by public announcement 
at tho time and place of such sale, and from time to time thereafter 
may he further postponed by public announcement made dt the time 
of sulo fixed by the preceding postponement. 

Upon any sale, whether under the power of snle hereby given or 
by virtue of judicial proceedings, no necessity shall exiBt for the 
Trustees or any public officer acting under execution or order of court 
to havo physically present or constructively in his possession any of 
the Mortgaged Property. 

Upon the completion of nny snle mode pursuant to this Article, tho 
Trustees or Trustee making such sale shall be entitled to execute 
and deliver to the purchaser or purchasers a g« od and sufficient deed 
or deeds of conveynnce, sale and trnnsfer of the Mortgaged Property 
or any part thereof, nnd the Trustees or Trustee (us the case may be) 
making uch Bale and thoir cr his successors are hereby irrevocably 
appoint, il the true and lawful attorneys for the Company, in its name 
and stead, to mako and execute all necessary deeds and conveyances 
of the property sold. Notwithstanding the foregoing, tho Company 
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will, if so requested by tho Tru^ees or Trustee (SH the case may be) 
making such Hale or by any purchaser, confinn any such sale or transfer 
by executing and delivering to tho Trustees or such Tru- tee or to such 
purchaser all proper instruments of conveyance and transfer and 
releases as may be specified in any such request. 

SECTION fi.fi. T'pon nny sale, whether made under the power of 
sale hereby given or by virtue of judicial proceedings, the receipt of 
any Trustee, or of the officer making a sale under judicial proceed
ings, shall be a sufficient discharge to tho purchaser or purchasers at 
any sale for his or their purchase money, and such purchaser or pur
chasers, or his or their assigns or personal representatives, shall not, 
after paying Buch purchase money nnd receiving such receipt of a 
Trustee or of such officer therefor, be obliged to see to the application 
of suoh purchase pric*, or Iw in anywise answerable for any loss, mis
application or non-application thereof. 

SECTION 5.7. Tin* proceeds of snle of the Mortgaged Property and 
all other nion.es received by the Trustees hereunder or in any proceed
ings for the enforcement heteof, the application of which has not else
where herein lieon specifically provided for, shall be applied as follows: 

FIRST: TO the payment of aM necessary costs and expenses 
incident to such snle and the enforcement of this instrument, 
including, but not limited to, n reasonable compensation to the 
agents, attorneys and counsel of tho Trustees and of the holders of 
the Notes; 

SECOND : To the payment of any indebtedness of the Company 
secured hereby, other than indebtedness referred to in the follow
ing Paragraphs Third and Fourth; 

THIRD: To the pnymo-.t of accrued interest payable on the 
Notes (ratably according to amount accrued and unpaid thereon), 
costs and other amounts (excluding principal) due under the 
Notes; 

FOPBTH : To the payment of the unpaid principal of the Notes 
(ratably according to the unpaid principal amounts thereof); and 

FIFTH: The remainder, if any, sliall lie paid to the Company, 
its successors or assigns, or to whomsoever may be la //fully entitled 
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to Meet** the same or as a court of competent jurisdiction may 
d i t t * . 

Except aa otherwise provided hy larv, the recitals contained in any 
convcyano* made by sny Trustee tr any parchae*? at sey t i le made 
tinder this Article shall conclusively ettaMiah the troth and accuracy 
of the fliattars therein stated, including, without limiting tke generality 
of tlie foregoing, nonpayment of the nwpaid principal of and interest 
payable tne Notes after the snme have become due aad payable, 
whether lit the stated date of maturity or otherwise, advertisement and 
conduct of sneh sale in the manner p r o v i . i n tbis Artiel* and Appoint
ment of awy successor Trustee hereunder, and all pwa-fqnikites to tuch 
sale shall bf presumed to have been satisfied aad performed. 

Brett OH &8. The holder or holders of any Note or Notes shall 
have the right to become the purchaser at any sale held by a Trustee 
or by any receiver or pablic officer, and such holder purchasing at any 
such sale shall have the right to credit upon the amount of the Md made 
therefor the amount payable to such holder out of the net proceeds of 
such sale. 

SECTTOIC fl.9. The Company agrees that, after any Event of P .'ault 
hereunder shsll have occurred, the holders of not less than 66*3% in 
aggregate unpaid principal amount of the Notes shall be entitled as 
a matter of right, without regard to the adequacy of the security for 
the Notes or the solvency of the Company, to tho appointment of a 
receiver or receivers of such holders' choice, except as may be pro
hibited by law, of all or any part of the Mortgaged Property and the 
rents, issues, profits, revenues and other income thereof, whether such 
receivership be incident to a proposed sale thereof or otherwise, and 
the Company does hereby irrevocably consant to the appointment of 
such receiver or receivers and agrees not to oppose any application 
therefor by such holder or any appointment pursuant thereto. 

SBCTTON 5.10. All remedies herein expressly provided for are in 
addition to any and all other remedies now or hereafter existing at law 
or in equity, and the holder of any Noto shall, in addition to the 
remedies herein expressly p» vidod for, be entitled to avail Itself 
or himself of al! such other re. - dies as may now or hereafter exist at 

BEST AVAILABLE COPY 
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law or in equity for th» collection of the indebtedness hereby secured 
and the enforcement of the covenants herein contained and the fore
closure of the lien and security interest created hereby and the resoit 
to any remedy provided for hereunder or provided for by law shall 
not prevent the concurrent or subsequent employment of any other 
appropriate remedy or remedies. 

SECTION* 5.11. The holders of the Notes mny resort to nny security 
given by this instrument or to any other security now existing or here
after given to secure the payment of any of the indebtedness secured 
* -»reby, in whole or in par f, and in such portions and in such order as 
may seem best to such holders in their sole and uncontrolled discretion 
and any such action shall not in anywise be considered as a waiver of 
any of the rights, benefits or l!«m» created by this instrument. 

SECTION 5.12. To the lull extent i lint it may lawfully so agree, tbe 
Company agrees that it will not at any time insist upon, plead, claim 
or take the benefit or advantage of any appraisement, valuation, stay, 
extension or redemption law, now or hereafter in force, in order to 
prevent or hinder the enforcement of this instrunient or the absolute 
aale of the Mortgaged Property, or any part thereof, or the possession 
thereof by any purchaser at nny such sale, and the Company, for itself 
and all who may ch im under it, insofar as it now or hereafter lawfully 
may. hereby waives the benefit of all such laws. The Company, for itself 
and all who may claim under it, waives, to the extent that it lawfully 
may, all right to have the Mortgaged Property marshall-'d upon any 
foreclosure hereof. 

I f any law in this Section referred to and now in force, of which 
tho Company or its successors might take advantage despite UUB Sec
tion, shall hereafter be repealed or cease to be in force, such law shall 
not thereafter be deemed to constitute any part of the contracts herein 
contained or to preclude the operation or application of this Section. 

SECTION 5.13. Pursuant to Section 39-5-19 New Mexico Statutes, 
Annotated, 197S, Comp., the Company agrees that, as to the Mortgaged 
Property situated in the State of New Mexico, the redemption period 
shall be shortened to one (1) month. 
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ARTICLE V I . 

SPECIAL MORTOAOE OF PROPERTY IN LOUISIANA 

SECTION 6.1. With respect to this instrument, in so far as the 
portions of tlie Mortgaged Property situated in the State of Louisiana 
are concerned, or as to which laws of the State of Louisiana are ap
plicable as a matter of Federal law, the general language of conveyance 
lo the Trustee in this instrument is intended and shall he construed as 
words of hypothecation nnd not of conveyance, nnd this instrument 
shnll be considered under the laws of the State of Louisiana as an Act 
of Mortgnge nnd Pledge and Assignment of Production in authentic 
form by the Company for the benefit of thr holders of the Notes. When
ever the terms "mortgage" und "pledge" appear herein, such terms 
shall be construed to entitle any holder of n Vote to, without limitation, 
all of the rights and remedies provided f c in LSA-R.S.9:4301-04 and 
LSA-R.S.31:197, et seq. 

SECTION 6.2. In order that the Act of Mortgage and Pledge and 
Assignment of Production shall be an authentic act under the laws of 
the State of Louisiana, the Company does hereby declare, before the 
undersigned Notary Public of the State of New York and in the 
presence of the undersigned witnesses to the execution of this instru
ment by the Compnny that, in order to secure full and punctual payment 
of the Notes at maturity, or when otherwise due hereunder (as provided 
in Article V hereof), or as the same may be extended, and any and 
all its other indebtedness secured by this instrument, it does, by these 
presents, mortgage, pledge and specially hypothecate in favor of the 
the holders of the Notes represented herein by the Trustees nnd the 
Agent, such portion of the Mortgaged Property as is situated in the 
State of Ixniisiann or as to which laws of the Stnte of Louisiann are 
applicable us a matter of Federal law. Tlie Company does further 
declare tbnt attached hereto as Exhibit D and made a part hereof is 
a certified copy of the resolutions adopte 1 by the Board of Directors 
of the Company on duly 9. 1981, nnd pursuant to which this instrument 
is executed on behalf of the Company. 

SECTION 6.3. The Company hereby acknowledges tbe obligations 
secured hereby whether now existing or arising hereafter, and con-
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fosses judgment in favor of Ihe Trustee >, for the benefit of ench holder 
of tho Notes up to the full aiicunt of the unpuid principal thereof and 
interest thereon, together with all costs, rhurges expenses, taxes, 
assessments, fees and other amounts payable by the Company in ac
cordance with the terms heieof in the event that the same is not paid 
nt matuiity, and does by these presents consent, agree ami stipulate 
that, ujKin the occurrence of an Event of Default hereunder, tho holders 
of not less thar. «><>-•;'; in aggregate unpaid principal amount of the 
Notes, may at the option of such holders, .vithout making demand and 
without notice or putting in default, all the same being hereby expressly 
waived, cause all nnd singular the property of the Company herein 
mortgaged to be seized and sold by executory process issued by any 
competent court, or to proceed with the enforcement of this Act of 
Mortgage and Pledge and Assignment of Production in any manner 
prescribed by law, the Compnny hereby waiving the benefit of any 
laws or parts of laws relating to the appraisement of the proporty 
seized and sold under executory process or other legnl process, and 
consenting that the Mortgagee! Property lie sold without appraisement 
to the highest bidder for cash. Each Trustee is irrevocablj appointed 
special attorney-in-fact for *he holders of the Notes and vested with 
ful l power in their behalf to efTect ami enforce the nu . ignge end pledge 
hereby constituted for their benefit, or otherwise to act as herein pro
vided for. 

SECTION fi.4. Tho Compnny agrees that its interest in the Mort
gaged Property shnll remain mortgaged, hypothecated and pledged 
until full nnd final payment of unpaid principal of nnd inter -st payable 
on the Notes nnd any and .il l other amounts owing by the Company and 
secured by this instrument, and the Company further agrees and binds 
itself, its successor.̂  and assigns, not to sell, nlienate or encumber the 
Mortgaged Property or any part thereof to the prejudice of this Act of 
Mortgage and Pledge and Assignment of Production. 

SECTION 6.5. The Votes have been paraphed "No Varietur" for 
identification with this Aet of Mortgage and Pledge nnd Assignment of 
Production by the undersigned Notary Public of the Stnte of New York. 

SECTION 6.6, The Company hereoy expressly waives: (a) the ben
efit of npprabetnont, as provided in Articles 2332, 2336, 2723 und 2724; 
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Louisiana Cod« of Civil Procedure, und all other Iav> eoii'Vrring tin* 
mime; (li) tin' demon.I uinl linn (."•) day- delay iioeoided by Ariohs 
.'ti.'!'.' ami 2721, Loiii-iaua Com- of Civil |*r«*i'«*<lt*le, v) lilt1 notice of 
M ; / . i i i i ' ri'qliiIt'll b\ AI'tielos 22!*u lino! 2721, Lo. ; ..• r Code ut Civil 
;';n»v,|ur«'; dl) :in "hive l'..) dux- dehr. provi I •-. a • Art it'll** 2&11 aiul 
'.TU.', LiMliniillMI t ' l l l i ' ul « * IX • I P lo i d a l e ; a l i i ' ( . 1 ' I n ' l l l ' l l l 'Hl uf lll«' 

nlhor provision.* of Article* 2'M\\, 2722 am' 272*'. ouisiana Code of 
Civil I'roi. .in', ami tin- heuelit of anv ullu-r Artie.c* ur law-, iclutiug 
to *~iurl» • of appini-i'iui'iil. not in*, or delay iml specifically mi'litioiii'il 
shove; ami Company e\pn—>\\ ; . •••«•> In I In* immediate scmire of tin1 

Mortgaged |'ro|M*rty iu «»v«»**l I -nit hereon, 

Sr.n.o- ii.7. I f nny s' i ti ntisferred by notarial Act of Assign
ment, in .iceordnnoi » r ' Iio lavs of tin* Stnte of Louisiana then obvnin 
inir. mien iiun^fW *h.t'i • «i. ry with it into the hnmls of nny future Holder 
of the I ran sf erred S < • *uM and ent in* subrngntion of titie in nnd to 
the Note so transfer i ' and to nny nnd nil rights and privileges under 
this instrument here". , anted to the Trustees and the present holder 
of sueh Note. 

SSITION 6.8. The Company hereby expressly iiuthorizes nnd 
nitree* tha i I I I " T r u - l e i * -ha l l have the i i g l l l to npp« 'Hi 11 Keeper o f Ihe 

Mortgnsfd l*r«|H*rt\ pm-ua ii to Ihe terms an ' piovisions of Ln S, 
!»:.H..1 .-I mp 

Si. i i.IN ' I P. The execution by the Tr.«i . •* of this instrument 
shnll he deemed lo constitute acceptance hs l ie Agcl.t 

ARTICLE V I I 

CONCKHNINii THK ^-.rS". KKS 

Q l • 'ON 7.1. The Trustees hereby weep* t| triis's hereunder, 
but only upon the terms sot forth iu this MoCgngo including the 
following. 

A. It shall be no pnrt of the duty o' tne Trustees to ser to nny 
rvrording or rereoording, tiling or i "In rg, or registration or re reg
istration of this Mortgage or any i ' • i anient in addition or sup
plemental her . or to see to the aymeut of or be under any 



duty in respect of nny tnx or assessment or other government i l 
churgo which nmy he levied »»r assessed on the Mortgug"d frop
erty, or nny part thereof, or ngninst th" I ' unpnny, or to nee to the 
performance or ohservunrc hy the (Vn |u . y of nny of the ?•«•»• 
nants or agreement*! contained in thin Yort, u^e. 

H. Except with respect to the '"c»ters net forth in thsir 
w,»e%ti*v acknowledgments hereto, \ie Trustees nhn'i o» h. 
res| onsiltle r'> the execution, acknowledgment or valid ty t.i 'iiin 
Mo* tiro"*-. •*•« Conveyance or any \:>*lrinient iu addition or . p 
plcinen ii hereto or thereto or of file Notes, or for the trut r i 
the tdatcmonts contained hereir *>r •hi rem, or for the suflicicney 
o.' the security purported to IM eren'eit hen-by or thereby, or for 
the pro|>er aCihorixation hereof or t! T -O ' by corpornte o public 
. tiot, umi *tte Trustees make .10 re| < citation in rvipeet hereof 
or thereof or i . - respect of the right' of the holders of the Note.. 

C. The Vrustees shall have the righ to employ nnd obtain 
the advice of counsel selected by them, wm may also IH- counsel 
for the Compnny, the Agent or the holders >f the Notes, am) shall 
not be liable hereunder for any action taken, suffer *d or omitted 
by them hereunder in good faith und in reliance upon stich advice. 

I). The Compnny w :ll indemnify and save harmless each of 
the Trustees from and ngninst any liability or damage which he 
may incur h the exercise and performance of any of his powers 
or duties h.-rounder except us u result of ais own gross negligence 
or wilful misconduct. 

E. The Trustees shall he protected hereunder in relying on 
nn> instrun.' ., document or signature I,-lie vet I by them to be 
genuine nnd to have been signed by the proper party or parties or 
by nny person or person authorized to ae! 01. its or their behalf. 
The Trustees nmy accept n copy of a resolution . the T. *»rd of 
Directors of any corporation certified by the Secretar- or in 
Assistant Seer lary of such corporation to hnvo been duly adopted 
by such Honrd and to be in full force nnd effecl on ! l • date of 
such certification ns ronclusiw evidence that such resol ition hns 
been duly adopted by suoh Hoard and Mint the snme is n'ill in full 
force »-.d effect. A certifieulo sigued by the President or one or 
'*.•-: v ice President.' »r the Treasurer of the Company as to the 
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existence or :iOh."rl'»tenee of nny fart pertinent to th' ;»gM j f the 
Tru«tjeb to take or refrnln from taking any action • ader this 
Mortgage Mi;.' be -.-cepN'd by tho Trustees ns conclusive evidence 
of the fuc.s th'»' -in stated, and shall constitute full protection 
hereunder to the Ym»tcc«r for nny action taken or ou'dttid 'o be 
tr^ca by tlem in good faith in reliance thereon. 

P. The Trustees shall be fully protected hereunder in any 
action ta> n or omitted to be taken by them at the request or on 
the direction of the holders ( f not less than oo*%% in aggregate 
unpaid principal amount of tne Notes, unless the request or direc
tion is required or permitted by the terms of this Mortgage to 
bo made by tut. bolder or holders of a lesser or greater amount 
of the Notes and, in that '-vent, *he Trustees shall be fully pro
tected lu reundor in unv action t ikon or omitted to be taken at 
the request or on the direction of *uch holders. 

0. Unless and • intil the 1 .MF .>es shall have received written 
notice to tho contrary from the holdei.- ot not less than f>fi%% in 
ak^egv.te unpaid principal amount of tho Note*., as provided in 
Stv* .n u!, they may for nil purpces conclusively as-ume that 
lie vJonyaiiy has paid tho princirAl ->f and interest on tho Notes 
according to th? terms t.'ieroof and ''.nt no . lreumstancps exist or 
e.onts have r<urrod by -"eason of which trr> holders of the Notes 
have or wil! have tho right to declare the ut , sd principal amounts 
tht roof and »nt°rest ther.'on to be immedia Iv due and payable, 
as provided therein and in Section 5.1. 

II . The Trustees shnll not bc reoirrr I t« take nr.;- action foi 
the enforcement of this Mortgnge or tho o ereh e cf any rights or 
remedies hereunder or to appear in or dof« /ny action, suit or 
other proee. di e in connection therewith, v l u , ir the opinion 
of the Trust< . •. -uch action will be likely to in 'olvo t* >m in expense 
or liability, »J-.•»•< the Trw-'eos have been tendered security or 
indomn'*;. : a f a c t o r y .''em agn'nst the costs, expenses and 
liabilities wh'ch might be in cut red by them in connection therewith. 

1. Any mom • s received b> or on bohnlf of the Trustees under 
any provision of this Mortgnge need not b« segregated from other 
funds cyeept to the extent required by law. Tho Trustees shnll 
not be under any liability for interest on any moneys rc wived by 
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or on behalf of them hereunder except r.s otherwise agreed with 
thc Company. 

J. Tlie Trustees shall not be personally liable hereunov *, in 
the case of entry by them upon any of the Subject Interests r»f any 
of the appurtenant and other pre, *»rty situated upon or esed or 
useful or held for future use in c. .-.ection with the exploration, 
development or operation of the Sun. eet Interests or fo the pro
duction, gathering, treating, storing o- transporting j f Subject 
Minerals or other mineral." pursuant to ihe provisiru r nereof or cf 
the Conveyance, for debts contracted or liabili'ics or damages 
incurred in connection with the enforcement of any of the rights, 
remedies, powers or other in; ;-"sts of thc Trustees in, to or under 
the Subject Interests or such propei *y. 

K. The Trustees shall not be personally liable hereunder for 
any action taken or o.r.itted by them in good faith and without 
gross negligence, and believed by them to be authorized or within 
the discretion or rights or powers conferred upon them by this 
Mortgnge and which is not contrary to any of tha express pro
visions of this Mortgage. 

L. The Trustors shall *ot be liable hereunder except for the 
performance ot duties wn>h Are required to be performed by the 
Trustees by the express tei • ..- of this Mortgage, and no implied 
covenants or obligations shall be read into this Mortgage against 
the Trustees. 

M. The Trustees shall not vaive the exercise of any rights, 
powers, privilegt •* or reme«".,*s j . rented to them under this Mort
gage or any default by the Company under this Mortgage or give 
any consent permit'od te bo given by them under this Mortgage, 
unless exp-osdy '' 'rect'.l to do so in writing by the holders of not 
less than fin*-,' t.i aggregate unpaid principal amount of the Notes. 

^rr-noN 7 r i . . B' Company agi «u i : 

.V Except as otherwise ox" essly provided herein, to reim
burse the Trustees upon thev requmt f*-.r nl' rensonnblo expense*-, 
db-burscnients and advance- . -urred o ; nwtic by tho Trustees |r. 
accordance witl eny pro* u u>n of this Mortgage (including the 
reasonable compensation oad the expenses and disbursements of 
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thoir ngents nm! counsel), except nny such expense, disbursement 
or ndvnnce ns may be attributable to their gross negligence or bad 
faith. 

P. Yo indemnify the Trustees ior nnd to hold them hnrmless 
against, nn;. los« 'lability or expense incurred without g r"* r. ,iog-
ligence or bnd faitn . '. their part, nd-dug out of or in connection 
with the ncceptnnce oi ndniinistrnt on of the trusts hereunder, 
including the costs and expenses o' defending themselves ngninst 
any claim or linbility in cvmeetion with the exercise or perform
ance C any of their powers or duties hereunder. 

All «uch pa\.nents nnd reimbursements which nre not made '..loin 10 
days of the date wu»-i due or requested hereunder shnll be made with 
interest nt a rate per annum equ'd to 27< ove,- the Applicable Rnte in 
effect from time to time (hut in no event in excess of the mnximum 
ratr permitted under applicable lav I from and including tho eleventh 
day after the date when due or requested hereunder to (but not includ
ing) tho date on wl ich such payments and reimbursements shall be 
made. 

'is bucxtiity for the perf i ; nance of ihe obligations of the Company 
under this Seotion, the Tm.-. ŝ shnll have u lien prior to the Notes 
on the Mortgnged Property and upon nil property nnd mono's nssignod 
pursuant to Section ' . 1 . The obligations of the Companv under this 
Sectio 1 she" be payable from proceeds of Production "Payment Min
erals snd, i f such pro<eeds shnll be insufficient, paym.-nt of such obli-
g dions may be made from nnd out of any moneys held by or upon 
bfdinlf of tiie Trustees, or either of them, hereunder and from and out 
of the Mortgaged Property prior to nny pa>metit th. refrom on account 
of the Notes or to o.- on the order of the Company. 

SECTION 7.3. Any Trustee may resign at nny time by giving writ
ten notice thereof to the other Trustee, the Conpany ani the holders 
of the Notes cr be ren.r.ved at any time with or without .-ause by an 
instrunient in writing execut"d by or on behalf of th" Agent. In 
case of the death, rosrmution or removal of n Trustee lhe remaining 
Trust' e may act alone or a successor Trustee may be ,p| united by the 
Agent, by an instrument of substitution complying wi'h applicable 
requirements of law, or, in the nbsence of any .-uch requirements, with
out other formal".ty than appointment and des gnntiop H » . : , ing. Such 
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appointment and designation by the Agont shall be full evidence of 
the right and authority of the Agent to make the same and of all facts 
therein recited, nnd upon the making of nny such appointment and 
designation, and compliance by the successor Trustee with the require
ments for a successor Trustee set forth in Section 7.4, the successor 
Trustee named in the appointment and designation shnll without fur
ther act deed or conveyance forthwith become vested with all the 
estate and title of the Trustees named herein in nnd to all thc Mort
gaged Property, ond shall thereupon succeed to all the rights, powers, 
privileges, immunities and duties hereby conferred upon the Trustees 
named herein, and one such appointment and designntion shall not 
exhaust the right to appoint and designnte successor Trustees here
under but such -ight may be exercised repentedly as long as any indebt
edness secure 1 vby ronia't? unpaid. 

I f no successor Trustee shnll have been appointed ns contemplated 
by the foregoing provisions of this Section, or if a successor Trustee 
Bhall have been appointed but shnll not have accepted the appointment, 
within 30 days after the resignation of the last remaining Trustee or 
the occurrence of a vacancy in the office of the Trustees, the holder of 
any Noie or such retiring Trustee may apply to any court of competent 
jurisdiction to appoint a successor Trustee or Trustees. 

SECTION 7.4. Every successor Trustee appointed hereunder shall 
execute, acknowledge and deliver to the Company and to any retiring 
Trustee an instrunient accepting such appointment, nnd thereupon such 
successor Trustee, without uny further act, deed or conveynnce, shnll 
become vested with all the rights, powers, privileges, immunities and 
duties of the Trustee being succeeded; but, at the request of the Com
pany or the successor Trustee, any retiring Trustee who has resigned 
or heen removed shall, upon payment of any amounts then due him 
under Section 7.2, execute and deliver an instrument transferring to 
such successor Trustee all the rights, powers, privileges, immunities and 
duties of the retiring Trustee, nnd shnll duly assign, trnnsfer and 
deliver to such successor Trustee nil property and moneys held by 
such retiring Trustee hereunder, subject nevertheless to his lien, if 
any, provided for in Section 7.2. Upon request of any such successor 
Trustee, the Company shnll execute any and all instruments for more 
fuhy and certainly vesting in and confirming to such successor Trustee 
all «uch rights, powers, privileges, immunities and duties. 
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SECTION 7.5. In this Mortgage, unless the context otherwise 
requires, the term "T rustees" shall mean the Trustees hereinbefore 
named, a Trmtee acting alone under the provisions of Section 7.3 or 
any successor Trustee uppointed pursuant to the provisions of Sections 
7.3 and 7.4. 

SECTION 7.6. Any Trustee from time to time serving hereunder 
shall have the absolute right, acting independently, to take any action 
and to give any consent and to exercise any right, remedy, power or 
privilege conferred upon tbe Trustees, or upon any individual Trustee, 
hereunder, and any action taken by nny Trustee from time to time 
serving hereunder shall be binding upon all other Trustees, and no per
son dealing with nny Trustee from time to time serving hereunder 
shall be obligated to confirm the power and authority of such Trustee 
to act without the concurrence of the other Trustee. 

SECTION 7.7. The powers and duties of Trustees conferred or 
imposed by Section 126 of the Renl Property Law of the State of New 
York, which powers and duties are hereby incorporated by reference 
herein, shall be in addition to those conferred or imposed by this 
Mortgage, and, in the case of a conflict, the provision of such Section 
12(1 shall prevail, provided, however, that if such Section 126 shnll not 
apply to this Mortgage or shall be repealed or shall cease to apply to 
this Mortgage, the incorporation b\ reference hereinabove contained 
in this Section 7.7 shall have have no force and effect. 

ARTICLE V I I I . 

MISCELLANEOUS PHOVISIONS 

SECTION 8.1. Whenever in this Mortgnge it is provided thai the 
holders of a specified percentage in aggregate unpaid principal amount 
of the Notes may take any action (including the making of nny demand 
or request, the giving of any notice, consent or waiver or the taking 
of any other action), the fact that at the time of taking any such action 
the holders of such percentage have joined therein may be evidenced 
by any instrument or any number of instruments of similar tenor 
executed by such holders in person or by agent or proxy appointed 
in writing. 



39 

SECTION 8.2. All options and rights of election herein prr ided 
for the henefit of the Trustees and any of the holders of the Notes are 
continuing, and the failure to exercise any such option or right of 
election upon a particular default or breach or upon nny subsequent 
default or breach shall not be construed as waiving the right to exer
cise such option or election at any Inter date. Hy the acceptance of 
payment of nny indebtednesi secured hereby after its due date, the 
holder of such indebtedness does not waive the right either to require 
prompt payment when due of all otlier sums so secured or to regard 
as a default the failure to pay any other sums due which are secured 
hereby. No exercise of the rights and powers herein granted and no 
delay or omission in the exercise of such rights and powers shall be 
held to exhaust the same or be construed ns a waiver thereof, and 
every such right and power may be exercised at any tune and from 
time to time. 

SECTION 8.3. No release of any part of the Mortgaged Property 
shall in anywise alter, vary or diminish the force, effect or lien of this 
instrument on the balance of the Mortgaged Property. 

SECTION 8.4. Any notice herein provided to lie mailed to the Com
pany by the Trustees or hy the holders of the Notes shall be mailed, 
first class postage prepaid, addressed to tin* Company at 100 West 
Tenth Street. Wilmington. Delaware 19801, Attention: Joseph A. Bar
ium, or to such otlier address as the Company may have furnished 
to the Trustees and the Agent in writing for the purpose. Any notice 
hereunder to be mailed to the Trustees or the Agent sliall he mailed, 
first class postage prepaid, addressed to the Trustees or the Agent, as 
the case may be, to the Trustees c/o Citibank, N.A., 399 Park Avenue, 
New York. New York 10043, Attention: North American Hanking 
(Ironp/Knergy Central, with a copy thereof sent ns well <• o Citicorp 
(USA), Inc., 2100 Two Allen Center, 1200 Smith Street, Houston, Texas 
77002, Attention: Houston Energy Department. 

SECTION 3.5. Tf nny provision hereof is invalid or unenforceable 
in any juriso'-ction, the other provisions hereof shall remain in full 
force and effect in such jurisdiction, and the remaining provisions 
hereof shnll be liberally construed in favor of the Trustees, the Agent 
and the holders if tlie Notes in order to effectuate the provisions 
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hereof, and the invalidity or unenforceability of any provision hereof 
in any jurisdiction shall not affect the validity or enforceaoility of any 

such provision in any other jurisdiction. 

SECTION 8.fi. This instrument is mad" with full substitution and 
subrogation of the Trustees and their successors in this trust and his 
assigns in and to all covenants and warranties by others heretofore 
given or made in respect of the Mortgaged Property or the Subject 
Inter°sts, or any part of either thereof. 

SECTION 8.7. The terms, provisions, covenants and conditions 
hereof shall bind and inure to the benefit of the respective successors 
and assigns of the Company, the Trustees, the Agent and the holders 
from time to time of the Notes. 

SECTION 8.8. Tn addition to any supplement or amendment hereof 
entered into pursuant to ihe provisions of Subsection R of Section 2.2, 
the Company nnd tho Trustees, with tho written consent of tho holders of 
not less than in aggregate unpaid principal amount of the Notes, 
may amend or supplement this Mortgage for the purposes of adding 
any provisions to or changing in nny manner or eliminating any of the 
provisions of this Mortgage or of modifying in any manner the rights 
of the holders of the Notes under this Mortgage, except that, without 
the written consent of the holders of all the Notes at the time out
standing, no amendment or supplement to this Mortgage shall extend 
the maturity of any Note or reduce the rate or extend the time of 
payment of interest payable with respect to any Note or reduce thc 
principal amount of any Note or change the percentage of the aggre
gate unpaid principal amount o»' the Notes required for any amend
ment or supplement hereof or any consent or other action hereunder. 

SECTION 8.9. No recourse shnll be had for the payment of the 
principal of or interest on any of the Notes or for nny claim based 
thereon or on this Mortgage or any instrument amendatory thereof or 
supplemental thereto or based upon any representation, warranty or 
statement contained herein or therein or in any certificate or other 
document delivered in connection with the transactions contemplated 
hereby, against any incorporator or against any member, beneficiary, 
distributee, grantee, director or officer, past, present or future, of 
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tho Company or nny successor corporation, as such, cither directly or 
through the Company or any such successor corporation, whether by 
virtue of any constitution, statute or ru*** ««f law or by the enforce
ment of any assessment or penalty or otherwise, any and all suoh 
liability, whether at common law, in equity, by uny constitution, statute 
or otherwise, of incorporators, members, beneficiaries, distributees, 
grantees, directors or officers, as such, being released as a condition of 
and in consideration for the execution hereof and the issue of the Notes. 

SECTION 8.10. The validity, effect ami construction here, f ns a 
mortgage, deed of trust and assignment affecting any Mortgaged Prop
erty and the remedies herein provided for or provided for by Inw with 
respect to any Mortgaged Property shall be governed by the laws of 
the States where the Mortgaged Property i * locate*: or which arc made 
applicable to the Mortgaged Property as a matter of Federal law. 
With respect to all other matters (including, without limitation, 
matters of construction, validity and performance other than as set 
forth above in this Section H.10), this Morgtagc shall be governed by 
and construed in accordance with the laws i»f the State of Texas. 

SECTION 8.11. For purposes of any legal action or proceeding 
against tho Company arising out of or based upon this Mortgage, tho 
Notes or the Credit Agreement, the Compnny hereby irrevocably sub
mits to the jurisdiction of the courts of the State of New York and of 
the United States for the Southern District of New Y >rk, nnd hereby 
irrevocably designates and appoints CT Corporation System 10.13 
Broadway, New York, New York 10010, as the Company's agent for 
Bervico of summons nnd other legnl process on the Company in nny 
such action or proceeding, which service may bo made by mailing a 
copy of any summons or other legal process in any such action or 
proceeding to the Company, in care of such agent, at the address of 
CT Corporation System set forth above; and such agent is hereby 
authorized and directed to accept for nnd on behnlf of the Company 
service of summons nnd other legnl process in nny such action or 
proceeding ngninst the Compnny. The mniling, ns herein provided, of 
such summons or other legnl process in nny such action or proceeding 
shnll be deemed personal service nnd accepted by the Company for 
all the purposes of such action or proceeding. Final judgment (a cer
tified or exemplified copy of which shall be conclusive evidence of the 
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fact and nf f l i a m o u n t of any indebtedness of the Company therein 
described) ngninst tlio Company in nny such legnl notion or proceeding 
sliall be conclusive nnd may be enforced in other .jurisdictions, by suit 
on the judgment, provided that any leiral action or proceeding against 
the Compnny arising out r.f or based upon this Mortgage, the Notes 
or the Credit Agreement may be brought against the Compnny in the 
court.- of nny other npproprinte jurisdiction nnd tbnt summons or other 
legal process may be served upon the Compnny or nny agent designated 
to receive such summons or service of process in such other jurisdiction 
in nny manner authorized by the laws of such jurisdiction. The Com
pany further agrees to take any nnd nil notion, including the execution 
and tiling of all such instruments nnd documents ns may bo necessary, 
to continue the designation and nppointment of CT Corporation System 
as its agent for service of summons nnd other legnl process, as afore
said, until six years from the satisfaction and discharge of this Mort
gage pursuant to Article IV. 

SECIION 8.12. No provision of this Mortgage shall require tho pay
ment or permit the collection of interest in excess of the rate pennitted 
by applicable lnw. I f any excess of interest in such respect hns been 
provided for herein, or shall be adjudicated to be so provided for 
herein, neither the Comnany nor its successors or assigns shall be 
obligated to pay such interest in excess of the nmount permitted by 
applicable law. 

SECTION 8.13. This Mortgage. Deed of Trust and Assignment of 
Production is being executed in multiple originals. 

TN WITNESS WHEREOF, the Company aud the Trustees have executed 
thi- ii •strument before the undersigned Notary Public in the presence 
of the undersigned competent witnesses after a due reading of the 
whole on the date set forth in the acknowledgments annexed hereto. 

NEW DUNSTAN, INC. 
[CORPORATE SEAL] 
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Assistant Secretary 

The address of New Dunstan, 
Inc. is: 

100 West Tenth Street 
Wilmington, Delaware 19S01 

Tlie address of F. D. Thompson 
and W. T. Fox I I I is: 

c/o Citicorp (USA), Inc. 
2100 Two Allen Center 
1200 Smith Street 
Houston. Texns 77002 

Attention: Houston 
Energy Department 

Executed in the presence of: 

(F. D. Thompson) 
Trustee 

(W. T. Fox IH) 
Trustee 

Before mc: 

Notary Pubiic of New York 

NoUry Public. SUte nf New York 
No. 1M72<*V15 

Quhlifled in New York Cinmry 
Commission Expires March 30, 1983 
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STATE or NEW YORK 
COUNTY OF NEW YO;;K 

BE TT REMEMBERED TRAT, I . the undersigned, a Notary Public luly 
qualified, sworn and acting in and for the County and State aforeaaid, 
hereby certify that on this ifith day of July, 1981 : 

There appeared before me the following person, residing at the 
address set forth below his name, and being the designated ollicer of 
the corporation set opposite his name, such corporation being a cor
poration of the designated jurisdiction and being a party to the 
foregoing instrument: 

Joseph Nalle Vice President of New Dunstan, Tne, 
3024 Chevy Chase a Delaware corporation 
Houston, Texas 

Before me personally appeared -uch person, whose name is signed 
to the foregoing conveyance, and who is known to me. and acknowl-

(Alabama) edged before me on this day that, being informed of the contents of 
the conveyance, he. as such officer of the corporation set opposite his 
name and with full authority, executed the same voluntarily for and 
as the act of said corporation. 

Before me appeared such person, to me personally well known, 
and stated that he is the designated officer of the corporation set 
opposite his name, and he is duly authorized in his capacity to execute 

(Arkamai) the foregoing instrument for nnd in the name of said corporation, and 
further stated and acknowledged that he had so signed, executed and 
delivered said foregoing instrument for the consideration, uses and 
purposes therein mentioned and set forth. 

Before me appeared such person, to me personally known, 
who being hy me duly sworn, did sny that he is the designated officer 
of the corporation set opposite hie name, and that the senl of such 
corporation affixed to the foregoing instrument is the corporate seal 

(Louiiiana) of the corporation set opposite his name nnd that the instrument was 
signed and sealed in behalf of tiie corporntion set opposite bis name 
by authority of the Hoard of Directors of such corporntion and that 
he acknowledge.! the instrument to be the free act and deed of the 
corporation set opposite his namc 
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(New Mexico) 

(New York) 

Br fore mr personally appeared such lerton and nrknowled{ .•<.* 
that ho signed and deliver** " e foregoing instrument on tho day anc 
year therein montionei. the act end deed ot the corporation se 
opposite his name, ha i-g first boon authorized to do so. 

Before mo pe«*'«naoy appeared uch person, known to mo to 
be the designat. d officer of the corporation sot opposite his name that 
executed the within instrument, and acknowledged to me that such cor
poration set opposite his name executed the same. 

Before me on this date appeared such p i on, ' .Tie personally 
known, who being by me dul» sworn, did say thai hr is the desig
nated officer of the corporation set op|>osite his name, and .hat 
the seal affixed to said instrument was signed and scaled in behalf of 
said corpo-ation by authority ot its Hoard of Directors, and such person 
acknowledged said instrument to be the free act and deed of said cor
poration. 

Before me personally came smh person, to me personnl'y 
known, unci he, being by mc duly sworn, did depose ami ay that he 
resides at the address set onposite his nnine and is the dr.agnated 
officer of tho corporation set opposite his name and thut said corpora
tion is described in and executed the above instrument; that he knows 
the seal of the corporntion; that the seal affixed to such instrument is 
such corporate seal; that it was so nffixed by order of the Board of 
Directors of thp rorj »ratu a; nnd that he signed his name thereto by 
like order and that the i - .-Tument was the free act and deed of th* 
corporation. 

(North Dakut*) 

Before me •• 
to mo to Iv the 
his namc. whi 1 

instnunent, and h 
the same, 

thi- late personnlK appeared slier t>er«on. known 
d i : ? ' e . ! officer nt th n COIpoi'itiou set opposite 
•orporation is deseribed in and executed the- within 
arkuowledgtd to me that suoh por;'oration executed 

Befor< m< personally ap ••> \ - li person an.' acknowledged 
hi nisei! to be the designated officer of tin corporntiot set opposite his 

("etmsyivnniii) name, and tbnt he. as such officer, being authorized BO to do, executed 
the foregoing instrume* t for \)« purposes therein contained, by sign
ing tlie nanic of tho corpo ation by hu 'self as such officer. 



4fi 

Before me on tliis day personally appenrcd such person, who is 
known to me to he the person whose named is subscribed to the 
foregoing instrument, aiul known to me to be the designated officer 

(Texas) of the corporation set opposite his name, and ench acknowledged to me 
that he executed said instrument for the purposes and consideration 
therein expressed, in the capacity therein stated and as the act and deed 
of said corporation. 

Such person hns this day in my snid County, beforf me, aeknow-
(W«t Virginia) ledged the said instrument to be thc act and deed of the corporation 

set opposite his name. 

Before me on this day appeared such person to me personally 
known, who. being by me duly sworn, did sny he is the designated 

(Wyoming) officer of the corporation set opposite his name, and tbnt the seal 
affixed to said instrument is the corporate seal of said corporntion and 
that said instrument was signed and sealed in behalf of said corpora
tion by authority of its Hoard of Directors, and such person acknow
ledged it to be the free net und deed of said corporation. 

There appeared before me the following persons, each residing 
at the address set opposite his name and each being a party to the 
foregoing instrument: 

F. D. Thompson, 2100 Two Allen Center, 1200 Smith Street, Houston, 
Texns 77002 

W. T. Fox TTT. 2100 Two Allen Center, 1200 Smith Street, Houston, 
Texas 77002 

Each such person, known to me, acknowledged before me on this 
(Alabama) day that, being informed of the contents of the conveyance, he executed 

the same voluntarily on the day the same bears date. 

Each such person personally appeared, and being to me personally 
(Arkansas) well known, each stated that he executed and delivered said foregoing 

instrument as Trustee ami for the consideration, uses and purposes 
therein mentioned and set forth. 
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Eacli such person before me personally appeared, and each to me 
(Louisiana) known to be the person described in ami who executed the foregoing 

instrunient as Trustee, and each acknowledged that he executed it as 
his free act and deed. 

Personally appeared before nu? each such person and acknowledged 
(Mississippi) that he signed and delivered the foregoing instrument as Trustee on 

the dny and the year therein mentioned 

Before me each such person personally appeared, each known to 
(Montana) me to 'ic the person whose name is subscribed to the within instrument 

as Trustee, ami acknowledged to me that he executed the same. 

(New Mexico) The foregoing instrument was acknowledged before me this day 
by each such person as Trustee. 

Before me pi sonally came each such person, to me known to be 
(New York) the person described in nnd who oxee.iod the foregoing instrument as 

Trustee, anil acknowledged that he executed the same. 

Before me personnlly nppeured each such person, known to me to 
(North Dakota) be the person w ho is described iu ami who executed the within and fore

going instrument as Trustee, and acknowledged to me that he executed 
the same. 

Before me, personally appeared each such person, known to me to 
(Pennsylvania) be the person whose name is subscribed to the within instrument as 

Trustee and acknowledged that he executed the same for the purposes 
therein contained. 

Before me personnlly appeared each such person, known to me to 
(Texas) be the person whose name is subscribed to the foregoing instrument as 

Trustee, and acknowledged to me that he executed the same for the 
purposes ami consideration therein expressed. 

Knob such person, whose name is signed to the writing above as 
(Wcsi Virginia) Trustee, has this day acknowledged the same before me, in my said 

county. 



4S 

The foregoing instrument was acknowledged before me by each 
such person, us Trustee, this day. 

I N WITNESS WHEREOP, I have hereunto set my hand and 
official seal, in the City, County and State of New York, this lGth day 
of July, 1981. / j y 

Notary Public 
Notary Public, State of New York 

No. ?1-47-29635 
Qualified in New York County 

Commission Expires March 30, 
1983. 

My commission expires 
March 30. 1983 
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CREDIT AGREEMENT 

Date,I n.n nfjiitif %c, mat 

V i u Di S-T»\ . T \c . a Ihdnwnre non profit | „ ,ml i .HI (lin- " C m p a t t y " ) , ihr banks 
(Hi.- " H u n k s " ) listed on ihr signature |itigis \n*wnt, umi CITIBANK, N'.A. {"Ci t ibank") , 
ns u j f f i i l (the 1 ' . l a i n l " ) fnr the Hank- hereunder, agree n- follows: 

A R T I C L E I 

CEIVTUN DEFINITIONS A M I A c r o r v r m ; Trams 

RUCTION 1.01. Certain Defined Terms. As usril in this Credit Agreement, unless 

otherwise defined herein, the following term* have the following inennings (sueli menu-

ings to be equnlly applicable to both the H I gular and plural form- id' the terms defined): 

" A Advaner" hns lhe meaning specified in Section 2.01(a). 

" . f Borrowing" menus n, Borrowing comprised of A Advances. 

" A Commitment" means, with resp.-t tn anv Rank, nt nny time from the date 
o f this Credit Agreement in ami including the Termination Mat. , the amount ^.t 
opposite Mich Hank's nun n the signature page- hereof under the heading " A 
Conini i tni ' tit", ns sueh amount may he. or ma> havt- I n, reduced at <>r prior to such 
t ime pursuant to Section 2.0.'!. 

" A Loan" means, at nny time for the determination thereof, the aggregate prin
c ipal amount . i f all A Advances made hy the Rank-. 

"Advance" menns nn A Advnnce or n R Advance. 

" l t Advance" has the mennillg specified in Section 2.111(h). 

" D It or mtr i n f i " menus a Borrowing comprised of R Advances. 

" D Commitment" means, with resjiec! to any Rank, nt any time from the dale of 
this Credit Agreement In ami including the Tenil ' t iat ioii Date, the aiuount 
opposite sueh Itank's name mi the dgnature pages h. roof under fhe heading "R Com 
ini t tncnt" , ns such amount may be. or may have I l l , reduced nt or prior to such 
t ime pursuant to Section 2.1 KI, 

" / / Loan" menns. nt nny time for the determination thereof, the aggregate prin
cipal amount of all It Advances made h\ the Hank-. 

"Borrowing" menns a borrowing by the Company . . f simultaneous Advances. 

"Citibank New York" menus the principal office of Citibank. N.A. in New York 
C i t y , located on the date hereof at :?!»!» Park Avenue. New York. New York 10043. 

"( ' •mr , nam i " means the Instrument of Conveyance of Produclion Payment, 
dated the date here..!', amoiur Ihe Grantor- ami the Company, substantially in the 
f o r m attached hereto a- Exhibit C Ie\elndiliir for -Hell plirpo-e* Exhibit A t l icrr to) , 
im- lml i im. from an.l after the date of the e\eeutio|| ami delivery (hereof, the Con 
vcyunct' Supplement. 

"Canvcuanec Stipplrtncti l" means the Supplemental Instrument of Conveyance 
of Production Payment, dnted on or prior to the date of the initial R Rorrowing. 
I.y tho (irantors, -uL«'nil inlly in the form atlached lo lhe Conveyance as Exhibit C. 
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"Dntnestic S'otv" hns tlio moaning specified in Se-

" D r i l l i n g Opcrafioiis Certifieuti " nenns ths . i certificate dated as nf 
the date hereof «.f the Grantors (oilier than Duval Corporation) with respect to. 
ainon-j other thing*, the operation of the wells loe-ited on the Suhject Interests in 
Hydrnearhoiis in areordance with applicable laws, rules and regulations. 

"Eurodnlhr Lending Office" menns with respect to any Rank, the office of such 
Rank located at its address specified on the signature pages of this Agreement 
under the heading "Eurodollar Lending Oflice" or nny other office or affiliate of such 
Rnnk hereafter selected and notified to the Company and tho Agent f rom time to time 
hy such Rank. 

"Eurodollar Xo te" has the meaning specified in Section 2.12. 

"Event nf Defaul t" has the meaning specified in Section 4.01. 

" E n h i d . ' I Tii.it - ' luts the meaning specified in Section 2.10. 

"Grantors" menus Pennzoil Company. Pennzoil Producing Company, Pennzoil 

Oil & (Las, Inc. ami Duval Corporation, each a Delaware corporation. 

"I.endiirt t i f f i n " means (except as used otherwise iti Section 2.10), with respect 
to any Hank, the Dome-tic Lending Oflice. Eurodollar Lending Office or affiliate of 
Mich Hank located at tie nddre-s perilled on the signature pages of this Agreement 
or any othei office or affiliate of such Rank hen-after selected and notified to the 
Company and the Agent from time to time hy such Rank. 

"Letters in Lieu nf Transfer and Division Orders" means those undnted Letters 
in Lieu of Transfer ami Division Orders signed hy each of the Grantors (except Duval 
Corporntion), the Company, the Trustees nnd the Agent, to the purchasers of produc
tion from the Subject Interests in Hydrocarbons, notifying said purchasers of the 
interests of the Company, the Trustees, the Agent and the Ranks in and to the sales 
proceeds and authorizing said purchasers to continue to pay the sales proceeds to such 
Grantors until fu r ther notice by the Agent. 

"Majori ty / / U N / . . * " mentis at any time Ranks holding at least i\(V-A

f", of the then 
aggregate unpaid principal annuml of th-' N'ote- held by all of the Ranks, or, i f no 
Mich principal amount is then oiitMutiding, Hanks having at least fib'-'.i'r of the Total 
Commitments. 

"Mortgage" means the Mortgage, Deed of Trust and Assignment of Production 
dated the dat.• hereof, f rom the Company to the Trustees and the Agent, substantially 
in the form attached hereto a- Kxhihit D, providing, among other things, for the 
mortgage hy the Company to the Trustees of ihe Pioduction Payment and the 
fts-Mgiimen! b\ the Cm npany to the Agent of Production Payment Minerals and 
the proceeds thereof, as security for the repayment of the Notes nnd certain other 
indebtedness of lhe Company specified in Section 1.1 thereof, including from and after 
the execution and delivery thereof, the Mortgage Supplement. 

"Mortaaae Su/i/denn nt" mean- the Supplemental Mortgage. Deed of Trust and 
A->'gnmrni of Production, doled on or prior to the date of the initial R Borrowing, 
from the Company to the Trustees and the Agent, substantially in the form attached 
to the Mortgage as Exhibit A. 
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"Notes" hns tho moaning specified in Section 2.12. 

"S'otia of I>ui rnu i i i t / " lias the meaning specified in Section 2.02. 

"1'iuress . l u , nt" means CT Corporation System in its capacity as process agent 
for tiie Company pursuant to Section S.ll of the Mortgage. 

"Tax In- .tit>i Lrttt i ean« that certain Letter Agreement, dated as of the 
date hereof, among the (irantors a ... the Company, providing, among oth< r things, 
for the indemnifieation of the Company from all liabilities for the payment of certain 
taxes referred to therein. 

" To u s " ha- loc lie .ining specified iu Section 2.10. 

"Tein i i i i a t in i i Dale" means the earliest of l a > July 31. 19S3, (b) the d-te on 
which the Commitment of ene'; Bank shail be terminated pursuant to Section 2.03 
or Ll»l, or i <• i the date ol a notice I ron: the Grantor- to the Company under Para
graph '-'•"> of the I'oiiveyji'lee. !>• ihe ••lYeel that they intend to make a payment to 
the Company stiuicient to discharge the Production Payment in ful l pursuant to said 
Paragraph 23. 

"Tota l Commitment" mean-, for each Rank, the sum of its A Commitment and 
its B Commitment. 

"Trusters" means the trustees aetim under the Mortgnge. 

SECTION 1.02. Terms D"fni >l in the Cnreuancr. "Applicable Rate", "Application 
Dale","Husiiies- Datf" ."D»mc-t ie ltat< ". " E m «*»1lar Hate". "Excess Hale", "Exhibit A " , 
"ll i / i lrocarbiii is", " I A B O Ha l i " . "Minerals", "X> it Pier ri l ing Business Dau". "Person", 
" / ' • muni Sni' " . Hrnihi ' t i ' i i i /'• i-inu n t " . " Pimlu, timi Payment Minerals". "Purchase 
Pn. . '. "Bah " . "'Hat, P i r i m l " . " •*' nl> i , , t h i ! en I s " and "Subject Sulphur" havo tiie 
respective meat i i fg- specified in !hc < onvcyanee 

SECTION 1.03. Accounting Term*. Al l accounting terms not specifically defined herein 
shall he construed ill accordance with generally accepted accounting principles consistently 
applied. 

A R T I C I I I 

A.MOI NTS \N;> T I »:MS OK T H E ADVANCES 

SI C TION 2.01. Alliance* and Cmnmitim nt. (a l Kach Bank • ally agrees, on the 
term- and conditions hcroiiinfl-'i -. t forth, to make advance* i " . I m cs") to the Com
pan* from time to time during tie period from the date hereof lo and including the Ter
mination Dai<'. in an agi:tcrate ntineipni .iniounl no) In seed al any time outstanding 
-in h Bank'- A Ctuiiiitirmeiit ; • • l , - l . /»..,«•< r. tlrni no Bank -hall lie obligated to make 
ali A AdAaiuv i f the -urn ol sindi A \dvauce ai d .11 oiin't' A Advances of such Bank 
out-la-.Iii.c h'-n-nndei would iti ex.-i -- of -liefi P.ink'.- A ('oinmitmeiit. 

(hi F.a« h Bank se\ e-a!I\ IIL'I-O S, on the terms and conditions hereinafter set for th , 
lo make ad\;inei - " l ; l > • >") to tin- Compan* from time to time during tho period 
fro'n the da*, hereof t«i .n.d ii-«d1 iii.u (lie Termination Rate, in an aggregate principal 
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(o) Fnloss tho Agent shall have received notice f rom a Rank prior to the date of anv 
Borrowing that such Rank wil l not make available to the Agent .-uch Rank's ratable portion 
o f sueh R Trowing, the Agent may assume that such Rank has made such portion avail
able to th- Agent on the date of sueh Borrowing in accordance with and t«» the extent 
provided in subsection (n l of this Section 2.02 and the Agent may. in reliance upon such 
assumption, make available to the Company on sueh date a corresponding amount. I f and 
to the extent ' • "h Rank shall not have so maite such ratable portion available to the Agent, 
such Hank niul the ('ompanv severally agree to repay to the Agent forthwith on demand 
such corresponding amount together with interest thereon, for ench day from the date 
such amount is made available to the Company until the date such amount is repaid to the 
Agent, at the Kate applicable at the timo to the Advances compi l i ng sueh Borrowing, 
I f sueh Hank shall repay to tie sueh corresponding amount, sueh amount so 

repaid shnll constitute such Hank"- Advance a- part of such Borrowing for purposes of 
this Agreement. 

(d) The failure of any Rank t.. make an Advai hereunder shnll not relieve nny other 
Rank of its obligation to do so. 

SFCTION 2.03 Rriinetinu nf tin Cnmmitw uts. The Company may at any time after 
the date of the init ial Borrowing, upon at hn.-t four Business Hays' notice to the Agent, 
terminate in who!. reduce ratahh in port the resjM-etive A Commitments or the B 
Commitments of ' tank- then in effect: p r m i d n l . h u i v r r r . that no reduction in the A 
Commitment- - I n • made un '— the I ' . Commitment- -h i l l , al or prior to the date of 
such reduction, have Keen terminated in whole, and prneidid further, that any partial 
reduction in cither l l • A Commitments or the It Commitments -hall lie in the aggregate 
umount of ôO.tMKI.lHN) or an integral multiple thereof. 

SECTION 2.04. TTsr i>f /'- •..<,/* , , f . idranri s. Tim Company covenants and agrees to 
use the proceeds of each Advnnee solely for the purpose ol* making installment pay
ments on account of the '*urehase Price of the Production Payment pursuant to Para
graph 7 of the Conveyance. 

SECTION 2.05. Cnnimitment fV«\ The Company shall pay to the Agent for the account 
of each Rank a commi tt"<*n| fee at the rate of : ' s of I ' , per annum, on the average daily 
unused portion of sm h Rank'- Total Commitment in effeet from time to time, payable 
monthly in arrears f rom duly hi. I ' M until the Termination Dale, on each Application 
Date during sueh term and on 'he Termination Date (or, if the Termination Date is not 
nn Application Date, on the Application Date next succeeding the Termination Date). 
Al l computations of commitment fee hereunder shall !><• made h> the Agent on the bnsi» of 
a year ol SnTi days for the actual numl>or of days (including the first duy but exclud
ing the last day) elapsed. 

SECTION 2.0(1. Pe pa nment of tin . h / r u > . " l i . l e r e ^ l . (a) Cnless sooner prepaid in 
accordance with lhe pro\ i-ions of Seciion 2.i'7 hereof, or unless the maturil) of the Notes 
is accelerated iu accordance with the provisions of Section 4.i»l hereof, the aggregate 
principal amount of the Advances made hy ench Rank -hall he repayable m a lump sum 
on June 1. |!HMI, un'ess the Conveyance Supplement '.a- not heen executed and delivered 
by the I i rant or- on m prior to July P»v'. in which ca>". 'he aggregate principal 
amount of the Advances made hv i w h Rank -hall he repayable in a lump sum on 
Kebruarv 1. I!»!K). 
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( b ) Each Advance or portion thereof shall l» ar interest, payable on the respective 
dates specified in the appropriate Note for such Advance or portion thereof, at the 
Kate i n effect under tin- Conveynnce from time to time lor that portion cd* the Primary 
Sum funded with such Advance or such portion thereof. Tin- Company -hall deliver to 
the A g e n t , promptly after receipt thereof by the Company, a copy of any notice f rom 
tlie Gran tors required by the Conveyance with r. spec! to the Applicable Kate thereunder. 

( c ) The Notes and accrued interest th. on, and certain other amounts payable here
under and under the Notes, are subject to pa; ment or prepayment from time to time by 
the applicat ion of monies actually received bv or on behalf of the hanks under the Mort
gage by vir tue of the assignment in Article I I I of the Mortgage, in the manner, at the time 
and to the estent set forth iu the Mortgage. 

SECTION- 2.07. Prepayment^. In the event that nny Crantor shnll make n payment 
to the Company »o he applied to the discharge of the Production Payment pursuant to 
Paragraphs 9 oi -'•"» of the Conveynnce. the Company shall, on the dnte on which such 
payment is received, make a prepayment iu the amount of such payment. 

S E C T I O N 2.0S. payments and Computations, (n) The Company shnll make ench 
payment to he made hy it hereunder nnd under the Notes not Inter than 11:00 A .M. 
(Now Y o r k City time) on the day when due in 1'nited States dollars tn the A •»?• at 
C i t i bank New York in immediately available funds. The Agent will promptly after its 
receipt thereof distribute to each Hank (for the account of thc Eurodollar Lending 
Office o f such hank in the case of nny such payment in respect of nn Advance {or 
p o r t i o n of nn Advance) made by such hank to which the Eurodollar Huh is applicable) 
its ra table share of each such paxr... it received by the Agent for the account of the 
Banks. 

( b ) I f for any ieason the Company makes nny payment hereunder with respect to 
which the Eurodol Wnte is applicable on a date other than Ihe last day of tlio Hate 
Period applicable ••reto. the Company agrees to pay the Banks on the Application 
Dnte next si ceding nny demand therefor nu nmoiilil computed on the basis oi' the 
Excess Hate applied to I lie iloount of s«c|l payment for Ihe period commencing with 

the dnte of sueh payment and ending on lhe las! day of l l urrent hale Period 
appl icable tlierel with inferos! lit ihe Applicable halt- from the date of the payment 
to w i l i t ' l l the Km idollar Hate wns applicable. 

( c ) Each notice pursuant to lhe ln-1 -eaten if Paragraph ll nf the Conveyance of a 
payment with respect to which tlte Eurodollar hat. i . applicable -hall he given to the 
Agent niul -hall he irrevocable ami binding with f c - | I to the e..rrespnmling payment 
to be made by the Company pur- i innl lo Section 2.'<7 hereof. The Cotnpany air roc* to 
pay tho Hank-on the Application hate next siiccccditu: any demand Iherefor ,r amount 
sufficient to indemnify each hank ngaiu-l am lo- or expense incurred by -u hunk as 
n result o f the Company's fai lure to make -uch payment on lhe dale specified i l l such 
notice. 

S F C T I O N 2.00. Payment on .Vow ftu*im Days. Whenever any payment to IM- made 
hereunder or Ulider the Notes shall be stated tn IM- due on n do> other than a Business Bay, 
such payment shall he made ou the Next Preceding Business Bay. 

SfccTtoN 2.10. Tans, (a) The Company agrees to hear all present or future taxes, 
levies, impost-, deductions, charge-, withholdings or other governmental charges 
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within Hie nienninif of Section KlUic) of the I 'hited State* Internal "Revenue Code 
us amended ("•Code") ami the KeLMlntions thereutuler a> they currently exi*! ,\;,.\ ur 
interpreted, ami that Ihe Rank will execute and deliver lo tie ''ompany a:- p'onir .'• >n 
time in lime copio* of Internal Revenue Service Porto 42'J4 (or any sue*' 
eomph'leil in accordance wi ih applicable l . S . Trea*un Regulat in>'s, n ( i i ) 
pax a hie hereunder I . I -ueh Rank i - not subject tc withhold.ng <• idm K.v ' ioi . • :- w ! .-. tJ 
o f i l . I ' I H I . - I O v irltto nf ali aopln ahh 'iiciiiiie f-'x Iron I . ami tha' • •' • c 

copies of Internal Revenue Sendee Form 1001 (or any • •!••«•.•«»• .., •led in 
accordance with applicable I ' .S. Treasury Regulation', r •'•.••i »hc-i- . i imate 
to he fiirni>he<| in accordance with any income lax treaty ' i • • ' i n '.he I ' m led States is 
a party. 

(e) Wil hou t prejudice lo lhe survival of any othe' a lOenl < I tin Company 
hereunder, lin agreement- ami oli|igut;'»»is of lhe Compan;. ..allied in th i - Section 
"J.RI shall survive the payment in full of principal nd inti r»s. hereunder und under 
t l i e V o t e s . 

SECTION 2.11. Sharing " f I'ninmnf.i, Eir, I f any Rank shall obtain nny r.uymont 
(whether voluntary, involuntary . through tie- exercise of any right of set-off. or otherwise) 
on account of the Note- hold lo it in excess of its ratable share of payments nn neeount of 
the Votes obtained bv nil the Ranks, such Rank shall purchase from the other Ranks such 
participation*, in the Not. - held by them as shall be necessary t > cause such purchasing 
Rank lo share the excess pay ment ratably with each of l hem: f i ror idi rf. I h iy r r r r , that i f all 
or nny portion of sm h excess payment is thereafter recovered from such purchasing 
Rank, the purchase shall be rescinded and the p irehase price restored to the extent of sueh 
n .••ovory, together with inter***! if inti re*t Ihereou i - required to he paid by such Rank 
pur-mini Io court order. The Companv ngree* that un,\ Rank so purchasing a pnrtieipii 
tion from a not lie r Rank pur-uniit lo ihi* Seciion 2.11 may, to the fullest extent permitted 
by law, exerci*e all i l - right* of payment (including the right of set-off) wiih respect 
to -in h participation a- fully a- if -ueh Itauk were a direct creditor of the Company iti 
the amoutil of -ueh part iei pal ion. 

SH TIOV 2.12. Eridi nn nf P-ld. (a) The indebtedness nf the Company resulting 
from each Advance made lo ••uch Itauk shall, so long as and lo Ihe extent that such 
Advance hears interest at the Rome*tic Kate, lie evidenced by a promissory note of the 
Company payable io ihe order of such Rank, substantially in the form of Exhibit A 
hereto (a "Dnmi *lh \Kti "). 

(b) The indebted ties'1 of (he Companv resulting from ench Advance mnde by ench 
Rank shall, MI IOIIL* II.* and to the extent that such Ad\ am e hears interest nt the Eurodollar 
Rale, he evidenc ed hy a promissory note of the Compnny payable to the order of such 
Rank, sul.stiiiilially in the form of Exhibit it hereto (a "Eurodollar S'nli", the Euro
dollar Notes, logo ther with the Domestic Notes, being collectively the "Soft's" und indi
vidually a ".V.th"). 

l r ) All Advuiiei inn-le hv curb Rank shnll be recorded by such Rank and all adjust-
mollis required bv changes in the Rate or Rates applicable to such Advances, and nil 
payments made on ace.'iini ..' principal iln-roof, -hall lie recorded bv such Rank. Prior tn 
the transfer hv IIIIV Rank of its Notes, a record of the Advances evidenced thereby shall 
be endorsed In Mich Hank on lh< grids attached thereto ami form ig a pari of such Notes. 
Snid ndjusllin uls to a Note evidencing Advances bearing interest ut a particular Rate 
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shnll cm dsi of additions of principal ntnoiints dm to« ingo> in lh<> interest rnte applicable 
to such Advances f r o m the other Rate to .-ueh Unte. and shnll uinsist >>i subtractions of 
principal amounts .lm- to changes in t l - interest rat.- applicable to .-ueh Advances f rom 
such Hate to the o t h e r Rati- . 

A R T I C L E TTT 

C O N M T I O N S o r I . I NLiNfi 

SKCTION 3.01. C.udHinu I'rvrvthut th. I„ 'h i l I f t n n - t i i u f i The obligation of 
each Hank to make its ini t ial A Advance is subject to the conditions precedent that (a) nil 
conditions precedent contained in Paragraph 7 of the ( onveyanoe to the obligation of the 
Company to pay the installment or the Pun-has- Price of t|„ Produrti n Payment to be 

pnid with the proc Is of the borrowing of which such Advance is a part shall have heen 
satisfied, lb) the Crantor- -nail have paid the Agenl a management fee in the amount of 
$7:ill.l 11 KI and (<•) the Agent shall have received at Citibank New York all of the following, 
each dated l unless otherwise indicated below) tin dnte of the initial A Borrowing ami 
each in form and substance satisfactory to the Agent and (except for the Notes) in 
sufficient copies for each Rank: 

(i) A Domestic Note and a Eurodollar Note drawn to the order of ench Rank. 

( i l l Th.- Conveyance, duly executed by l i e (irantors and the Company and 
delivered. 

( i i i ) The Mortgage, duly executed an.l delivered by the <'ompany, the Trustees 
und th-- Agent. 

(iv) The Let ter- in Lieu of Transfer and Division Orders, duly signed on behalf 
o f the (Irantors (except Duval Corporation), the Company, the Trustees and the 
Agent. 

(v) The Tax Indemnity Letter, duly executed hy the (Irantors nnd the Compnny. 

(vi) The balance sheet of the ('ompanv as of the dale of this Credit Agreement, 
certified by a duly authorized ollicer of the ( 'ompanv. 

(v i i i Tin- wri t ten confirmatory Notice of borrowing with respect to the initial 
A Borrowing, dated at least two Ibi-im -- Buy- prior t.. the initial A Rorrowing. 

(vi i i ) Each opinion, eortilient". notice and oilier document required pursunnt to 
the Conveyance lo be furnish ••! In the Company by the (irantors in connection with 
the payment of the installment of the Purchase Price of the Production Payment to 
he paid with Ih.- proceeds of the initial A Borrowing, dated as provided iu the Convey
ance. 

(ix) I'he Certificate . f Incorporation " f the Company nml each amendment there
to, certified las at a date reasonably m ar the date of the initial A Borrowing) by the 
Secretary of Slat, of the State of R. Inworo a- lieilig a I rile and correct copy theieof. 

(x l A <•- rtilionte of th. Secretary of Stale of tho State of Delaware, dated reason
ably near th.- date of the initial A Rorrowing. I t- t ing the Certificate of Incorporation of 
ih--' 'ompany and each aim mluicnl thereto 011 file ii h i - oflice ami certify ing thai (A) 
su.Ti ameiidtui IP are the only niiicmlmcnt* to tin- Certificate of Incorporation of the 
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blanks therein appropriately filled in) and as to such other matters as m y Rank, 
through the Agent, may reasonably request. 

(xxxi) An opinion of Messrs. Jackson, Kelley, Holt 6: O'FarreU, spetial 'Vest 
Virginia counsel, addressed to the Ranks nnd the Agent, substantially in the form 
of Exhibit F hereto (with the blanks therein appropriately filled in) and as to sueh 
other matters as any Rank, through the Agent, may reasonably request. 

(xxxii) An opinion of Messrs. Rrown, Drew. Apostolos, Massey & Sullivan, 
special Wyoming counsel, addressed to the Ranks and the Agent, substantially in the 
form of Exhibit V hereto (with the blanks therein appropriately filled in) and as to 
such other matters as any Rank, through the Agent, may reasonably request. 

(xxxiii) An opinion of Messrs. Shearman & Sterling, counsel to the Agent, 
addressed to the Ranks and the Agent, substantially in the form of Exhibit \V hereto. 

(xxxiv) Such other instruments and documents (including, without limitation, 
documents evidencing nny necessniv governmental authorizations, consents, approvals, 
licenses and exemptions) ns any Hank, through the Agent, may reasonably request. 

SECTION 3.02. Conditions Precedent t» the In i t i a l I I Harrowing. Tin- obligation of 
each Rank to make its in i t ia l R Ad vain subject to the conditions precedent that (a) 
al l conditions pre lent continued in I'a .graph 7 of the Conveyance to the obligation 
of the Compnny to pay the installment of the Purchase Price of the Production Payment 
to be paid with the proceeds of the Borrowing nf which -ueh R Advance is a part shall 
have been satisfied, (b) the A Commitments of the Ranks shall have been or, contempo
raneously with the init ial R Rorrowing wil l be. fu l ly utilized, and (<•) the Agent shall 
ha\'c received at Citibank Xew York all of the following, each dated on or prior to the 
date of the initial R Rorrowing and each in form and substance satisfactory to thc Agent 
and in sufficient copies for each Rank: 

(i) The Conveyance Supplement, duly executed by the Grantors and delivered, 
together wi th : 

(A) evidence that the Conveyance Supplement ha- been duly filed for record 
in the State of Texas where necessary to establish, preserve and protect the 
rights thereuiide"- of the parties thereto (it being understood that the opinion 
of Messrs. Raker & Botts provided foi in clause (ix) of this Section 11.02 shall 
constitute such evidenci ) : 

(H) acknowledgment copies nf proper Financing Statements duly filed under 
the Fi l i form Commercial Code of the State of Texa- with re-peel to certain 
interests of the ('ompany under the Conveyance Supplement: and 

(( ') certified copies of Requests for Information or Copic- (Form FCC 11), 
or certificates f rom a reliable commercial F i l i form Commercial ('ude search 
service, listing the Financing Statement* referred to in subclause (R) of this 
clause (i) ami all other effective lim.ncing statements which name the (Irantors 
(under their present names mid am previous names) ; ) - debtors and which are 
filed iu the jurisdiction referred to in -aid subehtuv. iR) together with copies 
of such other (inancing statements (uune of which shall cover the interests in
tended tn be covered by said Financing Statements). 

l i i ) The Mortgage Suppl •ment, duly executed by the Compnny nnd delivered, 
together with: 



(A) pvidcncc tlint the Mortgage Supplement has boon filed for record ir 
the State of Texas where necessary in order to establish and perfect the security 
iutcre>t> intended to IH« created I hereby ( i f being illtdcrsl I that the opinion 
of Messrs. Baker & Botts provided for in clause ( ix ) of this Section 3.02 shall 
constitute such v\ idciicc) ; 

(It) acknowledgment copies of proper Financing Statement* duly filed 
under the F i l i f o rm < 'oiumercial < 'ode of the State nf Texa- with respect to certain 
interests nf the Agent and Ihe Trusties under the Mortgage Supplement: and 

((') certified copies of Requests for Infonnat ion or Copies (Form FCC 11). 
r»r certificates f rom a reliable commercial F i l i f o r m Commercial Code search 
-ervice, l i- t ing the Financing Statements referred to above in subclause (B) of 
thischnise ( i i ) and all other effective financing statements which name the Com
pany (under its present name and anv previous name) as debtor ami which are 
filed in the jurisdiction referred to in said subclause I B) . together w ith copies of 
such financing statements (none of which -hall cover the interests intended to he 
covered by said Financing Statements). 

( i i i ) The written confirmatory Notice of Borrowing with respect to the initial 
B Borrowing, dated at '«*ns1 four Business Bays prior to the initial B Borrowing. 

(iv) Knch opinion, certificate, notice and other document required pursuant to 
the Conveyance to be furnished to the Company by the (irantors in connection with 
the payment of the installment of the Purchase Price of the Production Payment to 
be paid with the proceeds of the initial B Borrowing, dated as provided in the 
Conveyance. 

(v) The Certificate of Incorporation of Pu \ . i l Corporation nnd each amendment 
thereto, certified (as at n date reasonably near the date of the initial B Borrowing) 
by the Secretary of State of the State of Delaware as being " true and correct copy 
thereof. 

(vi) A certificate of the Secretary of State of the State of Delaware, dated reas
onably near the date of the initial B Borrowing, l isting the Certific.de of Incorjiora-
tion of Duval Corporation and each amendment thereto on fib- in his oflice ami 
cert ifying that (A) such ; ndments are the only amendments t » the Certificate nf 
Incorporation of Duval Corporation on file in his oflice. (B) B l i v i l Corporation has 
paid all franchise taxes, i f any, In lhe dale of such certificate and (C) Duval Cor
poration is duly incorporated and in good standing under Ihe laws of the State of 
Delawi.re. 

(vii) A certificate of the President or any Vice President of the Company nnd 
the Secretary or any Assistant Secretary of tin- Company, dated the date of the 
init ial B Ron wing, tie- statements in which -hall i»c Due and correct, substantially 
in the form of Kxhibil F hereto. 

(vi i i ) A certificate of the President or any Vice President or the i reasurer of 
each of the (irantors ami the Secretary or any A-- i - lant Se- ' uy of each of the 
(irantors, dated the date ( l f the initial B Borrowing, the -tal in which shall 
be true and correct, -uh-tniit ially ill the form of Kxhibil H hereto. 

(ix) An opinion of Alessrs. Baker kx Botts. counsel to the Company, addressed 
to the Bank- and the Agent, dated the dab- of the init ial I ' Borro ring, s-di-. ...Ic .iy 
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i i i tIn- form " I Kxl i i l . i l X In i r i n ami as t•» >iich other matters a- any Bank. through 
llir Agent, may i i-a-mial'ly i-« •• 111» • -1. 

(x) An opinion <>f Me-srs. Baker & Botts, counsel to the (irantors, addressed to 
the Bank- and tin- A g ' t i l . doled the da!'' of lhe initial B Borrowing, slth-rautillUy in 
the form uf Kxhil.it Y hereto and a- to -nch other matters a- any Bank, through the 
Agent, may reasonably request. 

(xi) An opinion <»f Messrs. Baker & Botts, special Texas counsel, addressed to 
tin- Banks nnd the Agent, substantially in the form of Kxhil.it /. hereto (with the 
blanks therein appropriately tilled in) ami ns to such other matters as any Bank, 
through the Agent, may rea-nmibly ropiest. 

(xii) An opinion of Messrs. Shearman & Sterling. si>ecin! counsel to the Agent, 
addressed to the Bui Us and the Agent, substantially i l l the form of Kxhihit AA hereto. 

(xi i i ) Sueh other instrument- and documents (including, without limitation, docu
ments evidencing nny necessary governmental authorizations, consents, approvals, 
licenses aud exemption".) a- any Bank-, through the Agent, may reasonably request. 

Sr.iTios 3.03. t ' t iut l i i ' in is I ' r> , r , l , nl /„ t tnrromna* Olhrr than Ihr In i t ia l A Rnrrntr-
ina niul Ihr Init ial H l l " i i " i i >Hfi. The ol»l'u.rntion of each Bank to make au Advance on the 
occasion of each Borrowing srbseq ami to the initial A Borrowing (other than its initial B 
Advance) is subject to (!.•• romPtion- precedent that (a) all conditions precedent contained 
in Paragraph 7 of the ('onveyan. c to the ..1.ligation of 'he ('ompany to pay the installment 
of the Purchase Price of the Production Payment to he paid with the proceeds of the 
Borrowing of which such Advance isa pari -hall have heen satisfied, (h i the statements 
made in the certificates delivered pursuant to clauses ( i i i ) and (iv) below shnll be true 
and correct on the date of sueh Borrowing ami (<•) the Agent shall have received al 
Citibank New York all of lhe following, each dated (unless otherwise indicated below) 
t i c dab' of such Borrowing and each III form and substance satisfactory to the Agent ami 
in sufficient copies for each Bank : 

(i) T i c writ ten confirmatory Notice of Borrowing with respect to such Borrow
ing, dated at least four Business Bays prior to such Borrow ing. 

( i i ) Kach opinion, certificate, notice and oilier document required ••• be furnished 
pursuant to the Conveyance to the ('ompany by the (irantors in connection with the 
payment of the installment of the Purehnse Price of the Production Payment to be 
i . id with the proceeds of such Advance, dated 'is prov led in the Conveyance. 

( l i i ) A certificate of the President or any Vice President and the Secretary or 
A-sistaul Secretary of 'In- Company, substantially in the form ol Kxhihit F 

Hereto. 

(iv) A ecitificatc of President or any Vice President or the Treasurer of ench 
of lhe (irantoif and the Secretary or any Assistant Secretary of euch of the (Irantors 
siih-tantially in the form of Kxhihit (i hereto. 

(v ) in tin- . vent of any change afler the date hereof in any- applicable law. rule 
or regulation which inighl materially adversely alTcel the rale of discharge of the 
Production Pay men! nr tin right- of the Bank- hereunder, -nch other instrunient- and 
document - related In -m-h change (including, without limitation, document- evidencing 
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any necessary governmental authorizations, c n-.-nts. approvals, I'm nnd excntp-
tions necessitated Ity such change) ns lhe Major i ty Banks, throng! Agent, may 
rea-oiial>ly request. 

(vi) such other documents and evidence as tlie Major i ty p . tnk*. through the 
Agent, may reasonably request, in order to establish compliant' with the conditions 
set forth herein and in the Conveyance. 

SECTION 3.04. AthWintuil ('>•<•••;!.mis P n m h u l . The obligation of ench Rank to 
make an A Advance on the occasion of anv Rorrowing which won id increase the A I.oan 
to an amount equal to or gren'.er than * 1.000.(K.0,1.00 is subject to the conditions precetlent 
that (a) each of the (Jranto's having Subject Interests located in the State of New Vork, 
ami. i f necessary or advisable, the Company, are duly qualified to do business as foreign 
corporations in. ami are in good standing under the law- of. the State of Xew* York, (b) 
the Grantors' representations and warranties contained in Paragraph 20 of tin Convey
ance ns to their t i t le to tiie Subject Interests located in the State of Xew York ami th<> 
Production Payment wer.' true on the date of the Conveyance. (<•) none of the Grantors 
has executed anv document purporting to omvev title to or anv interest in the Subject 
Interests located in th • State of Xew York itr the Production Payment to the extent 
attributable ttt such Subject Interests, the (Irantors have paid all taxes that are tine ar 1 
payable with respect to the N'ew York Subject Interests ami no rights of any t hi nl party 
have intervened with respect then 4o since 'he execution ami delivery of the Conveyance, 
dl) the representations and wa-rnntio* of he Company contained in the Mortgage as to 
factual matters were true on the date of the Mortgage. (••) Ihe Company has not executed 
any documents purpor t ing to convey title to or anv ititei t in the Subject Interests locate.', 
in the Staff of Xew Vork or the Produclion Payment to the extent attributable to such 
Sidiicct Interests, the Company has paid ail taxes (hat are due and payable w : th respect 
to the Mortgfl&cd Property (as defined in the Mortgage), and i o rmhls of un\ third pe- ty 
h*vc intervened wi th respect thereto since the execution am' delivery of the Mortgage, 
and ( f ) the Agent shall have received at Citibank Xew Yor' ' of the following, each 
dated on or pr ior to tho date uf *uch Rorrowing and each ir. :n and substance satis
factory to the Agent and in sufficient copies for each Rank: 

( i ) evidence that the Conveyance has been filed for record i l l the State of Xew 
York: 

( i i ) acknowledgment copies of proper Financing Statements duly fileo under the 
Fi l i form Commercial Code of the Stale of New York with respect to certain interests 
of the < 'ompany under the < 'onveyance: 

( i i i ) certified copies „f Requo-ts fo i Information or Conies (Form FCC-11) or 
certificate* f rom a reliable "ommercial F i l i f o rm Cot tin etal Code search service list
ing the Financing Statements referred to in clause ( i i) above and all other i ffective 
financing statements which name tlie (irantors (under their pro-cut names and any 
previous names) as debtor- and which are filed in the State of N'ew York, together 
'.vith copies of sueh olln-r financing statement- I none of which shall cover the interests 
intended to be covered by -aid Financing statements): 

( iv) evidence that the Mortgage hn* been duly filed for record iu the State of 
Xew York where necessary to establish, preserve and protect the rights thereunder 
of the parties thereto; 
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fv ) acknnwledgmonf copies nf pi oper Financing Statements <hily filed under 
tin' Fniform Commercial Code of 111• • State of New York with respect to certain 
interests of the Agent under the Mortgage; 

(vi) certified copies of Keipie-t- for Information or Copies (Fo.m FCC 1 \ ) or 
certificate* from n reliable eonmiereial Fi l i form Commercial Code -onreh service-
list itig the Financing Statement ^ referred lo in clan*e (v) anove and all other effective 
financing siatemeut* which name the Company (under its prescni name and any 
previotl* name I a< d.ditor and which are tiled in the Slate of New York, together with 
copies of .-ueh financing statement- Inoue of which rover lhe interests intended to he 
covered by said Financing Statement - ) ; and 

(vii) An opinion of Me**rs. Shearman & Sterling, special .'ow York counsel, 
addressed to the Banks and the Agent, substantially in the form cf Kxhihit BB 
hereto (with the blanks therein appropriately filled in) and as in such other matters 
as any Bank, through the Agent, may reasonably request. 

A R T I C L E r v 

EvKN"rS OF Dr.FAT'I.T 

SUCTION 4.01. Er< „ f r of D> fault. Any one or more of the following events shall be 
an Event of Default (each -uch event being called an " E i i /// nf J t r fa t i l f") hereunder and 
under the Notes : 

(a) an Event of Default under and as defined in the Mortgnge : 

(h) a failure by th.' Compnny and the Agent to receive: 

(i) within 30 days after Ihe date of the initial A Borrowing, evidence that 
tho Conveyance has been duly filed for record ir. the State* of Alabama. Arkansas. 
Louisia n i . Missis-ippi. Montana. New Mexico, North Dae a. I'eiim • Ivania, 
Texa.-. IV est Virg in ia and Wyoming with respect to the Sub , Interests located 
in such states w here necessary (as indicated in the opinion- of counsel delivered 
pursuant b. clan—< f x x i ) (xxxii) of Sect: >n 3.01(e)) to establish, preserve and 
protect the rights thereunder of the parties thereto; 

(.:) within 30 days after the date of the initial A Borrowing, acknowledg
ment eopie- oi proper Financing Sta'crm-nt* duly filed nnd'1!' the F i l i form Corn-
mercial Code of each fd* fhe Stab-s of Alabama. Arkau-as. Mis-i-sippi. Montana. 
New Mc\ico. North Dakota. Pennsylvania. Texas. Wesl Virginia and Wyoming 
with re-peel to certain interests if the Company under lhe Conveyance with 
re-peri t i the Subject Interi '- '* located in sueh states where nece- is 
indicated in the opinion- of counsel delivered pursuant tn clauses (xx I 
of Seciion 3.01(c)) to establish, preserve and protect the right- thereunder , io 
parties thereto ; 

' u ) within 4o day s after the dale • ,' the initial A Borrowing, certified copies 
of KcipU'sl- for information or Copies I Form I C l ' 11) or ecrlilienle* f i >m 
a reliable coumiore :al Fil iform I'mumereial ('ode -ear.-h service h-ting 
Finn ileitis Sta 11-ni en' - referred tu above iu -ul.chi u -:• ( i i I of tin- clause i b) and all 
. ther effect'\ e financing »lateuieuts which name any of the (iraniors (under the 
present nane - and any previnu* name) a.- debtor- and which are filed ill the 
jurisd 'ions referred to in said .subclause ( i i ) . together with copies of such other 
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financing statements (iiniu' ol which -•hall <*• ver tin 1 inti-n sts intended tu bo 
invi'ivil hv -aid F.na.Mcitii* Stat.'in-- • - In ..n\ i«\t.i«t wh"-'i W "dd ••an-'- Ihe 
representation- and wai rant if • ul llic tiranbu rnitta.ned IM subparagraph <-i) 
id" Paragraph of llic I ' iHIM y an••<• '•> Ite ii!ii nn 1 ; 

l iv ' i within .".l» da - alter tin- dale of llic initial A Borrow ine, evidence that 
llic Mort gage La- I " duly l i l . i l for record in Ma- late- of Alabama. Aikai i -a- . 
Louisiana. Mi*- i - - i |> | i . , Molilalia. New Mexico. N'orlli Dakota, Pennsylvania, 
Te.\a». We-i Virginia and Wyoming wi'h re-pod 'a ihc Mortgaged Property 
located ill - i i '* ' i -Into- whore n ary ittd'euVd in tiie ipitunn* of counsel 
delivered pur-iianl lo clause- ivvi ) i xxx i i ) of Section "t.'» I ) in order !n 
c-tahli-h and perfect He isntv intero-l- t.. he created •hereby • 

(v) within . " I " day- after tin- 'hn. of |be initial A Rorrowing. nrknowledg-
nient copies of p.:oper F'iiMUet"g S ' j ' c i . - dulv tiled under the I 'n i fo r i i i ' ' " i i -
nii'rcial ('odi'<n-each of tin Stale-of Vlabama. Vrl>an«a-. Mi-»'-sippi. Montana. 
New Mexico. N'or'h Dakota. penn-yIvaiiia. Texa-. We-1 Virginia ami Wyoming 
with respect to certain iiilere-t- of the A iron I under lhe Mortgage W'th respect 
tn the Mortgaged Property loca'eil in -nch -late- where neee--arj i its imli-vitcd 
in the opinion- of i-oiin-c] d"b\er'-I pni-uant t.» clau-c« i x \ i ) i xxx i i ) of Section 
.LORe)) i l l o r d e r to establish' and per feet the - "C i i r i t y interests to he created 

thereby : and 

within 4.*i day-af ter t date nf tlie initial A Rorrowing. certified eopie-
of Rcipicv's for Information or Topic- I J'ortn FCC l i b or eertilleat.es from 
reliable commercial I ' i d form t'otiitoeiviul Cmli -eareh service, li-l 'uig the I'iuam • 

ilig Sla|enient> referred In a' n sulu Ian -e I \ | of th i - clatl-e i h) and all othei 
•ffective financing statements which name the Company hinder its present name 

ami any previous name) as debtor and wind a re filed in the jurisdictions referred 
to in said subclause ( v ) . together with cop. of such other financing statements 
(none of which shall cover the interest- intended to be covered by snid Financing 
Statement- to any extent whu h would cause 'In' reprt'si n 'ali t t i i- ami warranties, 
of the (Irantors contained in subparagraph la) -d Paragraph l ! " of the ('on 

veyaiice f . j be u n t i t l e ) ; 

i f such non receipt shall continue for a p' nod of IM days after written notice thereof 
shnll have been given to the < 'ompanv : ami 

(e) .a default by the Companv in the performance or observance of any term, 
covenant or condi on on i t- pnrl lo lie performed or observed hereunder, nnd such 
default shall remain unremedied for a period of ltll days after written notice thereof 
shnll have been given to the ('ompany. 

It* nny such Fvenl of Default -hall occur and be continuing, the Agent shall at the 
request, or may with tin ns. ut. of the Majority Batik-, by notice lo the Company, (a) 
declare the Total Comm' 1 ' f adi Paul. ' > make Advances to be terminated, where
upon the same shall fo 'erutinale, ami (b l declare Ihe entire unpaid principal 
amount of the Notes, u! ae. med and unpaid thereon and all other amounts pay 
able under this Credit Agio, m.-ut and the Note- to be forthwith due and taxable, where 
upon the Nob s, all such aceriien interest and all such amounts shall hcenuic and h" forth
w i t h due nnd payable, without p c-entniciit. demand, protest or further notice of any 
k ind , all of which are hereby expressly .van ed by the ('ompany. 
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A R T I C L E V 

T i l l . Alii:NT 

SUCTION "VOL Authorization and Action. Each Hank hereby appoints and authorizes 
tin- Agent 1" take such action ns m.enl on its behalf ami to exercise such powers under this 
C r e d i t Agrei mint, the Notes, the Conveyance and the Mortgage as are delegated to tin-
Agent hy the terms he reid' and thereol'. together wilh -ueh power*' as are reasonably 
ineideti tnl thereto. As to nny matters tad expressly provided for In tin.-Credit Agreement 
( inc luding, without limitation, enforcement or collection of the Notes), Ihe Agent shall 
not IM> required to exercise any disci .on or take any action, hut II he required to act 
or to re f ra in from acting (ami sha he fully protected in so act or refraining from 
Hiding) upon thc instructions nf ho!d< rs ol y, leas I (Jfi-^'i iu principa amount of the Noles 
th" i t outstanding (or if no Notes are at the time outstanding, upon the instructions of 
Hanks having at hn-t iiii'-' ,'.' of tin Total « niniuitliiculs), ami such iiislructions -hall he 
b ind ing upon all Hank- and all bidder- of Note-; h im n iu l , lunn i t r. lhat the Agent -hall 
not be required to l ike any action which exposes the Agent to personal liabilily or which 
is con t ra ry to this Credit Agreement or a] licablelaw. 

Si a i ION .Y(r„\ Aacut's l l t l ia i iee , A'/.. Neither lhe Agent nor any of its directors, 
officers, agent- or employee- -hall he liable for any action taken or omitted to be taken by 
it ur t hem under or in conned mn with I hi.- Credit Agreement, lhe Note-, ihe Conveynnce or 
the Mnrtgage, except f.n its or their own gross negligence or wi l fu l misconduct. Without 
l i m i t i n g the generality of lhe fnregoin» . :he Agent: (a l may treat lhe \ f nny Note as 
the holder thereof until the Agent receives writb I I not • of tin assignment or transfer 
thereof signed by such payee and m form satisfactory lo ti Agent: (b) may consult with 
legnl counsel (including counsel for the Company and counsel for the (irantors). inde
pendent public accountants nml other experts' select, d by it nnd shall not he liable for anv 
nct ion taken or omitted ' > be taken in good faith by it in accordance with the advice of 
such counsel, accountants or experts ; i n makes no w arranty or represi ntation to any Hank 
ami shall not he responsible tn , " i y Hank for any statements, warranties or representations 
made in or in connection wii l i ibis Credit Agreement, the Nob s, the Conveyance or the 
Mor tgnge : (d) shall not have nny duty to ascertain or io inquire as m the performance or 
observance of any of the h rm- . covenants or conditions of this Credit Agreement, the 
Notes, the Conveyance or lhe Mortgage or to ms| t the property (including Ih books and 
records) of the Company or any of the (irantors; (e) shall mil be respotisil to any 
Bank fo r the due execution, legality , validity, enforceability, genuineness, siimei- ncy or 
v n l l l " of this Credit Agreement, t! • Notes, the Conveynnce or the Mortgage or any other 
instrument or document furnished pursuant hereto or thereto; and ( f ) shall incin no 
l i a b i l i t y under ni in respect of this Credit Agio, ment, the Notes, the Convevance or * 
Mortgnge by acting upon any notice, consent, certificate or other instrument or wri t i i .u 
(wh ich may be by telegram, cable or telex) believed by it to be genuine aud signed or sent 
by the proper parly or parties. 

Sr. i TON S.03. Citihanl; and Affiliate*. With rosnoel to its A. H and Total C.-.tumit-
inents. V Ailvar.ei s made by i l and the Note- issued to it. Citibank shall have the same 
r igh t s and powers under this Credit Agreement, its Note-, Mie Conveyance and the 
Mortem <• as any oilier Hunk and may exercise the same ns though if were not the 
A g e n t : and the term " I la , h " or "Haul,*" shall, unless otherwise expressly indicated, 
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include f itiliank in its individual capacity, ('it hank and its af l i l i res may accept deposits 
f r o m , lend money tn. act ns trustee under indentures of, an.I generally engage in nny 
kind of business with, ihc ( 'ompuiiy. tin* (i ran tor-*, any of their respective subsidiaries 
and nny jn rson or entity who may do business with or own securities of tin- Company, 
any Grantor or nny of their respective subsidiaries, all as if Citibank were not the 
Agent ami without any duty to ount therefor to the Hanks. 

Si i TION' r».(M. Iliinl, Cic t l i t p i ri-yiini, Kneh Hank acknowledge* that it ha- inde
pendently and without reliance upon the Agent or an- other Hank and based on sueh 
documents and information as it hns deemed appropriate, made its own ( red it analysis and 
decision to enter into t h i - Credit Agreement. Ench Hank also aekiiowh d -es that it wi l l , 
independently and without reliance upon the Agent or nny other Hank ate' based on such 
doeumei and info mint ion as it shall deem appropriate at the time, eonl.nue to make 
its own credit decisions in taking or not taking net ion umh this Credit Agreement. 

SECTION .r>0T>. linlci»iii/i<ntimi. The Hanks agree mien ail'' the Agent (to the 
extent not reimbursed by or on behalf of the Company), ratably according to the respective 
aggregate outstanding principal amounts of the Notes then held by each of them (or, if no 
Votes are at the time outstanding, ratably according to the respective amounts of their 
To ta l Commitments), f rom and agc.inst any and till liabilities, obligations, looses, damages, 
penalties, actions, jndgti eilts, suit-, costs, expenses or disbursements of nny kind or 
nature whatsoever which may be imposed on. incurred by, or asserted against the Agent 
in any w ay relating to or arising out of this < 'redit Agreement, the Notes, tin < 'onvcyanee 
o r t h ' Mortgage i any n d ion taken oroui i lb ' by the Agent under ihis Credit Agreement, 
the Notes, the < iiiveynnee or t i c Mortgage, pr< ailed that 1 o Hank shall be liable for 
any portion of such liabilities, obligation-, |o--e-, damages, penalties, actions, judgments, 
suits, costs, expenses or disbursements resulting f rom the Agent's gross ncglig-wc or 
w i l f u l misconduct. Without l imitat ion of lhe foregoing, each Hank agrees to reimburse 
th<> Agent promptly upon demand for its i a.able share of any out-of-pocket expenses 
(including counsel fees) incurred by the Agent in connection with the preparation, execu
t ion, filing, recording, registration (or refiling, rerccording or reregistration), adminis
t ra t ion or enforcement of, or legal advice in respect of rights e.r responsibilities under, 
this Credit Agreement, the Notes, the Conveyance or th.' Mortgage, to the extent that 
the Agent is not reimbursed fo r such expenses by or on behalf of Ihe Company. 

SECTION fiOfi. Sum---nr Am nl. The Agent may resign at any time by giving written 
notice thereof to the Hanks and the Comi my and may be rem. ved al any lime with or 
without cause by the Majo r i ty Hanks, upon appointment by the Majority Hanks of a -ac
cessor Agent or. i f Major i ty Hanks are unable t" agree, the appointment of a successor 
Agent bv the retiring \getit, which sncc. ssor . rent in anv nasi* -hall he a commercial bank 
organized under the law s of the I "cited Sdnes of America or of any State thereof and 
having a combined capital and Mirplu of at least $.Vl,..IKI,(KMI. Epou the accejitar.ee of any 
appointmen* as Agent hereunder by a successor Agent, such siicee-sor Agent shall there
upon succeed to and become vested with all the rights, powers, privileges and duties of 
the ret i r ing Agent, ami the re t i r ing Agent -hall be discharged from its duties nnd obliga 
tions under and in connection with Ihis <'redit Agreement. After any retiring Agent's 
resignation or removal hereunder us Agent, the prov isions of fins Article V shnll inure 
to its hem-til as to any actions tak-n or omitted tc be taken by it while it was Agent under 
this Credit Agreement. 
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A R T I C L E VT 

MlSCRI.I.ANKOCS 

SUCTION tl.lU. .Vo H i / / / - / . - M'»li/ii til lull* i i i W r i l i m j ; l l i i i n i l i r s . Sti failure or delay 
on tlie part of any linn!" or th' ' Agent ii cvere-sing any right, power or remedy under 
t i n - Credit Vgt eenieut, N'ote-, the Cm.\ oynnee or the Mor tgage -ha l l operate as a 

waiver thereof, nor -hall any -ingle or partial exercise of nny such right, power or 
remedy preclude any other or further exerci-e thereof or the exercise of nny other right, 
power or remedy hereunder or thereunder. N'o amendment, modification or waiver of 
any p.<ivi«inii of t i n - ('redit Agreement or the Note-, mo - consent to .any departure 
therefrom, -hall iu any event he effect ivi .in|o-s the same shall he in writ ing and signed 
on behalf of tin' Ma jor i t y I 'auks and then sueh waiver or consent shall he effective only in 
i he specific instance mid fo r the spec purpose for which given; prmi-lci l , l imn i rr , that 
no amendment, modification, waiver or con-eul shall, utiles* in writing and signed by nil 
the Hanks, do any of the fol lowing: (a) waive any of the conditions specified in Article 
I H : (hi increase the A. R or Total Commitments of the Hanks or subject the Ranks to 
any additional obligations; (c) reduce tin- principal of, nr interest on. the Notes or any 
fee- hereunder: (dt postpone JIIP date fixed for any payment of principal of, or interest 
on. the Note- or any fees hereunder: or tv) i iuinue the percentage of the Total Commit
ments or of tin- aggregate unpaid principal amount of the Notes, or the number of Rr.nks, 
which -hall Ito required m r the Agent or the Hanks oi ,• ny nf them to take any action 
under or iu connection w i ' l i th i - Cretl'l Agreement, No notice io or demand ou the Cnm-
pai in any case sliall entitle iin- Company ttt nny other or further notice or demand in 
: in ir or other r ircuinstu ' o. Th" remedies heroin provided are cum.dative and not 
exclusive of any rciiiedii s pro ded by law. 

S i n ux i'..(>_'. .|//(/r<sst * !<>i Vof/ci .*. Abe , , , am'other cotuinunient ions proviilcd 
fo r hi'i'i'iimler shall, unle-s ntherwi-e stated herein in writing or by telex, telegram or 
cable ami mailed or -out or delivered, if to the Companv. al KK) Wesl Tenth Street, W i l 
mington, Relaware l'.' si»l, Attention: .lo-eph A. Rurbeia: i f t<» any Rank, at its address 
set forth under i t - name under the heaii.ng "Address for Notice.-" on the signature 
p ig . - hereof: ami if to the Agent, al its address at .'!!•!• I'ark Avenue. New York, New 
N ork MUM.', Attenti . .II : North Xim i ii aii Ranking Ccolip Energy Cen'ral. with n copy 
lo Citicorp ( I S A ) . I 1 - . , ii I i u) Two Allen Cent . i . Smith Street, i lou-ton. Texas 

77(10'.!. A t t e n t i o n : H o i i - l o n Energy Repai ' t 'nent. or , a- to each such p a r t y , at such other 

address as shall be designated by such party iii a wri t ten notice to each other parly com
ply mg as tn deli *t c n with 'he t. nu- of l Ins Sect nm 11.(1°. All such mil ice- am' coinmnni-
ca.ions. when inad- d or s- nt by Iclev, telegram nr ealth', shnll he effective when deposited 
in the mail.* or s.-ni by b l . x . t. '. 'aiu or .able, respectiyoly, uddressed as aforesaid, 
except lhat rintieo- ami • onto on icn ln • lo the Agent pUlsUanl In any of the nrn visit HH 
ol Article II or V shall not he effective until reeeiAcd by the Agent. 

Sr.tTiox b.M.'I. f'.«>.'* niul K i j u //*/* , i l The Company ng recti to pn; t i ) the reason 
able fci r aud tlisbursemeiil of Messrs. Shearman iN Sterling iu connection wilh the 
matters contemplated by t in - Cic«lit Agreement: ( i i i the reasonable disbursements of the 
T r ll.-lees ; | >) 11 tea-, nal le f. . - iml d, • Ini r-. i .lent - uf cae!; of th" counsel referred to in 
Sci t ion ."..(M i ' . i , i i I b rough . \ \ \ in | in con nee1 ion with Hie mallei's con tem plated by t ' t s 
< i edit .'tifiei in- nl : ( iv ) all : ea-oi .. i-e- printing ami utlu r -x pen.ses in conn eel ion with this 
Credit Agreement, th. Nob -, lhe Conveyance and Ihe Mortgage, ami . . I ! documents ro-
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ferrcd lo herein or therein or contemplated hereby «>r thereby or delivered in connection 
herewith or I h i r o w i t h : (v) nil iloeuineiitnry -tamp d other taxes (including penalties 
nnd interest licensed " i i any KUeh taxes), and all l - payable in connection with the 
execution, delivery, Iding. recording and registration (and refiling, rereeording, and 
reregistration) of this Credit Agreement, the N< te*. t in- 1 'onvoyance, the Mortgage, finnnc-
ing statements, uny continuation statement., ami any and all other documents r e f c r e d to 
herein or therein or contemplated hereby or thereby 01 delivered in connect! >n herewith 
or therewith: (vi) the reasonable expenses incurred by the Agent iti connection with the 
transaction* roiitempluted herebv, im'mling the reasonable tees and out-of-pocket exjion-es 
of legal counsel, independent public accountant * and othei outside exper.s retained by the 
Agent in connection with the administration of th i " Credit Agreement, the Notes, the 
Conveyance ami the Mortgage, iml any ami all oth T documents referred to herein or 
therein or contemplated hereby or thereby or delivered in connection herewith or there
with: and (vii) all reu-nnahb- co»ts and expenses, uf the Agent ami the Hanks, i f any. in 
connection with the enforcement of this Credit Agreement, the Notes, the Conveynnce nnd 
the Mortgage ami an\ ami all oilier documents referred t<> herein or therein or contem
plated hereby or thereby or deliver. .1 in connection herewith or therewith. 

(b) The Company ngrees to indemnify nnd hold hermless the A gen- nnd each Rank 
from nnd against any and nil claims, damages, liabilities and expenses (including, without 
limitation, fees and disbursements of counsel) which may bo incurred by or asserted 
ngninst the \ r • or such Hnnk in connection with or arising out of nny. investigntion. 
litigation or nr - . d ing related tn any acquisition or proposed acquisition of all or any 
portion of .he stock nr ubstantinlly nil of the assets of any Person directly or indirectly 
with the proceeds of any Advances hereunder, whether or not the Agent or such Hnnk is a 
party to such acquisition. 

(r) The Compnny covenants and agrees to pay to the Trustee or nny holder of a 
Note, as the case may be. on Ihe Application Pale next succeeding nny demand therefor, 
nny monies paid and any exftenses incurred by the Trustees or such bidder of n Note 
pursuant to Section 3.4 of the Mortgage with interest at a rate equal to ' I f f over tbe 
Applicable Hate i i i effect (but iu no event in excess ol thc mnximum rnte permitted by 
law) during th: period f rom and including the date nf the incurring of such expenses or 
the making of -uch payment lo tin- date payment I he ret if is made in fu l l and anv monies 
so paid shall he purl of the indebledi ss secured by tin Mortgage mid the Trii-tees or 
such holder making *nch luiyttietil -hall be subrogated to all the rights of tin- p.-r-on. cor
poration or body politic receiving ueh payment. 

SECTION b.04. Ereeutnm in t '»mitcrpar ts . This Credit Agreement may be execute*! 
in anv number cf counterparts nnd bv different parties hereto in separate counterparts, 
each cf which when so execute.] md delivered shnll Ite deemed to l»e nn originnl nnd nil of 
which taken together shall con- dub- but one nnd the same instrument. 

SECTION n.n.p, l i i nd iu f i Effect; As>iii»ment; Sidistilutimi of f l i nkx . (a) This Credit 
Agreement shall become effective when it shall have been executed by the Company and 
the Agent and when the Ag. nt shall have been notified by each Hank that such Hnnk has 
executed it and thereafter shall be binding upon, nnd inure to the benefit of, the Company, 
the Agent and each Hank 'tnd their respective successors and n--ogn-. provided that the 
Company may not assign its rights or obligations hereunder or any interest herein without 
the prior written consent of I lie Hank-: and provided further that tm Hank may assign 
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i l s r ights nr obligation* hereunder nr nny interest heroin or under n Note to nnv Person 
othor than a financial in s * it ut In.* which -hall. upon tho i*fT«»ctiv*»in - of such n*signnmnt, 
make ••• the Company ihe representation contained in -nl-i-ction (d) of ISort ion 2.10. 

(h ' ( Tn tin1 event that it shi.ll Itceoinc unlawful tor nnv Hnnk t fi l ial or continue to 
f u n d or maintain any lonn hereunder carrying interest nt the Eurodollar Rate, nr nny 
Bat i l ; shnll demand pnynienl of Inerensed Financing Cords or the Compnny shall he 
required to tn.ike n payment on account of Taxes witn respect to such Hank or thc Com
pany shall he required to hear any Taxes wiih respect to such Hank, smh Hank shall, at 
the Company's request, consult with Ihe Company nnd the Agent j n good faith lo ascer
ta in whether any arrangement (including, but not limiled lo, a change in such Hank's 
Eurodollar l.ei ling Hffieol -ati-facbu v to the Company, -uch Hank and Mm Agent and 
the Grantor- can he made with a view to eliminating sueh illegality or Increased Financing 
Costs or Taxi - and, i f m> satisfactory arrangement i - available, -uch Hnnk may bc 
replaced hy another financial institution designated by the Company through in a—dgn-
**reut and tr.v -fer by such Hank fo -m li financial institution of its N'ote- nnd its rights 
ami obligatioi - hereunder, provided that such financial institution i» accept.ible to the 
Hunks a id is prepared lo assume all ef the right- and obligations of such original Hank 

on terms acceptable to such Hank. Any tuch financial institution which -hall replace 
in -uch Hank -hall be deemed to be a Hank for all purposes hereof. 

SUCTION fi.Ou. ( In i r rn i i i f / Law. This Credit Agreement and the Notes shall be gov
erned by aiul construed in accordance with the laws of the State of New York. 

S K I T I O N fi.07. Svr r rah i l i t f i of Prorisinus. Any provision of this Credit Agreement 
or nny Note which is prohibited or unenforceable in any jurisdiction shall, ns to such 
jur i sd ic t ion , bo ineffective to the extent of such prohibition or unenforceability without 
inval idat ing the remaining provisions hereof or of the Notes or affecting the validity or 
enforceability of such provision in nny other jurisdiction. 

RKCTIOS fi.OS. Limitat ion mi In t rus t . No provision of this Credit Agreement or the 
Notes shall require the payment or permit the collection of interest in excess of the maxi-
m u m rule permitted by applicable law. If any excess of inferos! in -uch respect has been 
provided for herein or in Ihc Note-, or shall he adjudicated to be so provided for herein or 
i n the Notes, neither the Company nor its successors or a--ign- shall be obligated to pay 
such interest in excess of the amount pi rmitted by applicable law. 

S K I T I O N fi.fl!l. Headings. Article and Section headings used in this Credit Agreement 
are f o r convenience only nnd shnll not affect the const ruction of this Credit Agreement. 

I N WITNESS Wtn.nEoF. the parties hereto have caused this Credit Agreement to be 
executed and delivered by their respective ofl'uv.s thereunto duly authorized, ns of the date 
first above written. 

NEW DVNSTAN, INC. 

By 

Title. Vice President 

CrruiANK, N.A., as Agent 

22 
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A Commitment B Commitment To'al Commitment 

$ 271,580.000 $ 58,420,000 $ 230,000,000 CITIBANK, N.A. 

By 
Title: 

Domestic Lending Office and 
Address for Notices: 

Cit'b?i ' . N.A. 
3f»0 r «• Avenue 
l\ew Yurie, New York 10043 

Eurodollar Lending Office: 

Citibank. N.A. 
399 Park Avenue 
New York, New York 10043 

249,200,000 50,800,000 200,000,000 CHEMICAL BANK 

By 
Title: 

Domestic Lending Office nnd 
Address for Notices: 

Chemical r3i>nk 
277 Park Avenue 
New York. Now York 20017 

Eurodollar Lending Office: 
Chemical Bank 
P. O. Box 4872 
Norfolk House 
Frederick Street 
Nassau, Bahamas 

149,200.000 50,800,000 200,000.000 MANUFACTURERS HANOVER TRUST COM PANT 

By 
Title: 

Domestic Lending Office and 
Addre-" for Notices: 

Manufacturers Hanover Tmst Corapany 
350 Pnrk Avenue 
New York, Ncw York 10022 

Eurodollar Lending Office: 
Manufacturers Hanover Trust Company 
300 Park Avenue 
New York, New York 10022 
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A Commi'rofnt B Commitment To'al Commitment 

$ 149,200.000 $ 50.800,000 $ 200,000,000 MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By 
Title: 

Domestic Lending Office nnd 
Address for Notices: 

Morgan Gunrnnty Trust Compnny 
of New York ' 

23 Wall Street 
New York, New York 10015 

Eurodollar Lending Office: 
Morgan Guarant- rust Company 

of New York 
St. ilcliei Office 
Qneenswny House 
Queen Street 
Jersey, Channel Islands 

130,550,000 44,450,000 175,000,000 BANK OF AMERICA NATIONAL TRUST 
AND SAVINGS ASSOCIATION 

By 
Title: 

Domestic Lending Office and 
Address for Notices: 

Bank of America National Trust 
and Savings Association 

MAD Corporate Service Center South 
lotto West T.-nmle 
Los Angeles, California 90012 

Eurodollar Lending Office: 

Bank of America National Trust 
ami Savings Association 

Grand Cayman Branch 
West Wind Building 
Fort nnd South Church Street 
P. O. Box 1078 
Georgetown, Grand Cayman 
B.W.I. 
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A Coir.nv'ttnent B C mnvtrnent To'al Cnnimir"-n' 

$ .-•O.dSO.000 $ 20.32O.OOO $ 80,000,000 MELLON BASK, X.A. 

By 
Title: 

Domestic Lending Offiop nnd 
Address for Notices: 

Mellon Bank, N.A. 
Mellon Square 
Pitt-burgh. Pn. 15230 

Eurodollar Lending Office: 

Mellon Baidc, N.A. 
P.O. Pox 710 
Grand < 'nyman 
Cayman Islands. P.W T 

90,980.000 33.020.000 130.000.000 T I I K BANK OF NOVA SCOTIA 

BV 

Title: 

Eurodollar Lending Office nnd 
Address for Notices: 

BNS International (UNITED 
KINGDOM) Lwtod 

c/o The Bank of Nova Scotia 
Inlemational. Ltd. 

P.O. Box N7545 
Nus.-au, Balm nas 

Domestic Lending tfliccs: 

The Hnnk of Nova Scotia 
Suite UtNl 
Fir-t Nati -nal Hank Hcihling 
2 Penchtrec Street S.W. 
Atlanta, Georgia .:03S:i 
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A Commilnirnt B O m n v l m c n t To'nl Omnv'tment 

$ 96,980.000 $ 33,020,000 $ 130.000,000 CAXAMAX IMPERIAL BANK OP 
COMMERCE 

By 
Title: 

Domestic Lending Offi nnd 
Address for Notices: 

Canndinn Imperial Bank of Commerce 
Atlanta Agency 
Suite 1400 
First Atlanta Tower 
Atlanta, Georgia 30383 

Eurodollar Lending Office: 

Canadian Imperial Bank of Commerce 
Cram! Cayman Branch 
c/o Suite 1400 
First Atlanta Tower 
Atlanta, Georgia 30383 

9(1,980,000 33.020.000 130.000.000 TORONTO DOMINION BANK 

By 
Title: 

Domestic Lending Office and 
Address for Notices: 

Toronto Dominion Rank 
Peaehtree Center 
South Tower, Suite 1(100 
22o Peaehtree Street. N.E, 
Atlanta, Georgia :J0303 

Eurodollar Lending Office: 

Toronto Dominion Rank 
Peaehtree Center 
South Tower. Suite 1000 
22.") Peaehtree Street, N.E. 
Atlanta, Georgia 30H03 
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A Commitmeir. F !'•'! " t To'al Commitment 

$ 85.7n0.C00 4= 2°,21O.ni)0 $ ll.VWOOO T I I K FIRST NATIONAL B A N K OF Cnic.uio 

By ... 
TiUe: 

Domestic Lending Office an 1 
Address for Notices: 

The First National Bank of Chicago 
Cue First Nationa! Plaza 
Chicago, Illinois 110670 

Eurodollar Lending Office: 

The First National Bank of Chicago 
Panama Branch 
Via Espnna con Venezuela 
P.O. Box 8051 
Panama 7, Republic of Panama 

82,0(10,000 27,040.000 110,000.00^ SECI RIT\ P A C I N I - NATIONAL B A N K 

By 
Title: 

Domest ic Lending Office and 
Address fo r Notices: 

Security Pacific National Bank 
3.Td South Hope Street 
Los Angeles, California 00051 

Eurodollar Lending Office: 

Security Pacific National Bank 
333 South Hope Street 
Los Angeles. California 00051 
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A C—mihiinitf B r- mmltrwtrt ToUl CoTmttm— l 

$ 67,140,1100 $ 22,860,000 $ 90,000,000 CRRDIT Scitwi 

By 
Title: 

By 

Title: 

Domestic I.IMHling Oflii •• aa ' 
Addros. for Notice*: 

Credit Sn'.ss,. 

100 Wail Street 
Xew York. New York 1000.'» 

Eum .liar Lending Oflice: 
Credit Suisse 
100 Wall Street 
N'ew York, New York lOOOo 

67.140.000 2°.X.0.O00 MUM HUM io I»r.rr>HMiK B A N K , A.O. 

By 
Title: 

Bv 
Titlr: 

Rotne»tic |,e|ldiui{ i Xliee and 

Addn--- ro- Notices: 

Deutsche Bank. A d . 

New York Biauch 
0 West 57th Street 
New York. New York 10019 

Eurodollar Lending Oflice i 

Deutsche Rank, A . t l . 

('ayuian Maud* Branch 
c o New York Branch 
9 West .•,7th Str et 
New York. New York 10019 
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A Commitment B Commitment To»«l Commltrort* 

$ 67,140.000 $ 122,SoO,000 $ OO.OOO.̂OO NATIONAL WESTMINSTER RANK LIMITED 

By 
Title: 

Domestic Lending Ornce and 
Addresd for Notices: 

National Westminster Bank Limited 
100 Wall Street 
New York, New York 10005 

Eurodollar Lending Office: 

International Westminster Bank Limited 
41 Threudltcodle Street 
London EC2 {SAP, England 

67.140,000 22,860,000 90,000,000 TEXAS COMMERCE BANK NATIONAI 
ASSOCIATION 

By 
Title: 

Domestic Lei. ng Oflice and 
Address for Notices: 

Texns Commerce Bank National 
Association 

P.O Rox 2558 
Houston, Texas 77001 

Eurodollar Lending Office: 

Texas Commerce Bank National 
Association 
Nassau Branch 
Nass..u. Bahamas 
c/o P.O. ROT 2558 
Houston. Texns 77001 

29 



A Commitment B Commitment Total Commitment 

$ 7,140,000 $ 2l',s6O,00O $ 90,000,000 WELLS FAROO BANK, N.A. 

By 
Title: 

Domestic Lending Office and 
Address for Notices: 

Weils Fargo Bank. N. \ . 
770 Wilshire Blvd., 7th Floor 
Los Aiig.de:.. California 90017 

Eurodollar i .ending * Mice: 
Well- Fargo Bank. N.A. 
770 Wil-ltire Blvd., Tt li Fl • 
Los Angeles, California 90017 

52,220.000 17.780.000 70.000,01)0 FIRST CITY NATIONAL BANK OF HOUSTON 

By 
Title: 

Boniest ie Lending Office and 
Address for Notices: 

First City National Bank of Houston 
1001 Main Street 
Houston. Texas 77001 

Eurodollar Lending Oflice: 
First City National Bank of Houston 
9!) Bisliopsgate. 20th Floor 
London EC2M 3XR, England 

33,570.(Hi0 11,430,000 45.000,000 AM.-TKRDAM-ROTTERDAM RANK, N.V., 
New York Branch 

By 
Title: 

By 
Title: 

Domestic Lending Oflice and 
Address for Not ices : 

Amsterdam-Rotterdam Bank, N.V. 
Aniro London Branch 
2!» 30 King Street 
Loudon KC2V SEQ, England 

F irodollar Lending Oflice: 
Amsterdam-Rotterdam Bank. N.V. 
Anno Loudon Branch 
29 30 King Street 
London F.C2V SEQ. England 



A Commitment B Commitment T o ' i l Commi 

$ 29,Mn,000 * 10,1('.0.0(M) * 40.OO0O(HI K I ROPEAN AMERICAN* R A X K I N U CORPORATION 

Ry 
Title: 

Domestic Lending Office and 
Address fo i Notices: 

European American Banking Corpt ration 
10 Ilanover Square 
New York, New York 1001.*i 

Kurodollar Lending Office: 

European American Ranking Corporation 
Nassau ( Bahamas) Branch 
10 Hanover Square 
New York. New York 10013 

29,840,000 10.100.0Oi) 40,000,000 T H E FIRST NATIONAL BANK OK BOSTON 

By 
Title: 

Dome.tic Lending Offire and 
Address for Not ices : 

The First National Banl* of Boston 
100 Federal Street 
Bo-ton, Massachusetts 02110 

1.iirotloll.tr I itng Offici ; 

The First National Bank of Boston 
100 Federal Street 
B ton. Massachusetts " J l 10 

29.840,000 10.1*10,000 40.000,000 NATIONAL B A N K OF DETROIT 

By 
Title: 

Domestic Lending Office and 
Address for Notices: 

National Bank of Detroit 
(111 Woodward Avenue 
Detroit. Michigan 4822(5 

Eurodollar Lending Office: 
National Bank of Detroit 
011 Woodw a nl Avenue 
Detroit, Michigan 48226 
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A Commitment B Cimmitmen* Total Comm'tmrnl 

$ 22,380.000 « 7,620,OI)0# 30,000.000 AMKII ITIHW COMPANY 

By 
Title: 

Domestic Lending Offi •> and 
Address for Notice*: 

Amerilnist Company 
900 Kncliil Avenue 
Cleveland, Ohio 44101 

Enrodollnr I<ending Office: 

Amei itnihl < 'ompany 
N'ns-iiii. MiilinniaH Branch 
c tt 900 F.uelid Avenue 
Cleveland. (Ihio 44101 

30,000,000 CliMI'AtiNIK Lt XI.MHOl'Rf'KOIMK UK LA 

|)|IK>HN'Kli H A N K . A.O. 

— Dresdner Hank Internationale— 

22,380,000 7,620,000 

Hv 

Domes!ic Lend' ig OflW ami 
Add it's- for Notices: 

Conipugnie Liixemhourgeoise de .a 
Dresdner Maul;. 

— Dre-dner Hank Internationale — 
Cu>e Postal.- ".v. Lux Ville 
20, Rue du Ma-vl.e-aux-Horbos 

Luxemburg 

Title: 

Kurodollar Lending (mice: 
Compngnie Luxciuhourgeoiso de la 

Dresdner Hank, A.O. 
- Dre-dner Hank Inti , nationale — 

Case Pustule 3.M Lux Ville 
2<i, Rue ilu Marelie-aux-llerbca 
Luxemburg 

22,380.000 7.620.000 30.000.ft00 Tm: NOBTIIKRN TBTST COMPANY 

Rv 
Title: 

Dotnt -tic Lending Office nml 
A d d l e-- I'm- N o | ices ; 

The Northern Trust Comnany 
50 South LaSalle Street 
Chicago, Illinois t.iiC7r> 

Kurodollar Lend.tig Office: 
The Northern Trust Company 
50 South LaSalle Street 
('hicago, Illinois <it)(i75 
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A Commilmrnt B f . mmilmcnt To'al Commitment 

$ 18,lu0,000 $ O.HoO.OOO $ 2.">,000,000 BANQ-F. NATION-AI.F. UF. PARIS 

Bv 
Title: 

Domestic Lending Office nnd 
Address for Notices: 

Hnnque Nntionnle dc Paris 
New Vork Branch 
•t!M) Park Ai 'nuc 
New York, New York 10022 

Eurodollar Lending Oflice: 

Banquc Nationnle de Paris 
New York Branch 
409 Park Avenue 
New York. New York 10022 

$l,SfM.Ol!0,000 rfd.'lo.OOO.OtH) *2,.*i00,IK)0,000 



EXHIBIT A 
to 

C- zii* Agreen»ent 

DOMESTIC NOTE 

U.S. $ New York. New York 
July 16,1981 

FOR VALVE RECEIVED, XEW TU NS-TAN, TNV., a Delawaie non profit 
corporation (ihc "Cmnpanu"), hereby promises to pay to 
(the "Hank"), or order, the principal sum of [amount of the Bank's 
Total Commitment in words] United States Dollars (U.S.$ famnunt of 
the Bank's To*al Commitment in figures]) or, if less, the aggregate 
unpaid principal amount of all Domestic Advances (as defined below) 
oa June 1. 1990, unless the Conveyance Supplement (as defined in the 
Credit Agreement referred to below) has not been executed nnd de
livered on or prior to July 31, 1983, in which case, the Company 
promises to pay such principal sum on February J, 199M. 

The Company hereby also promises to pay interest at the Domestic 
Rate in effect from time to time as provided in ihe Credit Agreement 
hereinafter referred to (a) on September 1, 1981, on the aggregate 
principal amount of all Domestic Advances outstanding from time io 
time from the date hereof to ard including August 31, 1981, (b) nn the 
fi-st day of each calendar month thereafter (commencing October 1, 
1981), on the aggregate principal amount of all Domestic Advances out
standing f r tm time to time during the calendar month next preceding 
such date, (c) on the dnte the aggregate unpaid principal amount of all 
Domestic Advances shall be paid in full (to the extent not paid pursuant 
to clauses (a) and (b) above), on the aggregate principal amount of all 
Domestic Advances outstanding from time to time during the period 
from the first day of the calendar month next preceding such final 
payment date for which interest was paid pursuant to clause (b) above 
to such final payment date and (d) (to the extent permitted by 
applicable law) on demand, on any amount of interest not paid on the 
due date therefor referred to in clause (a), (b) or (c) above. 

As used herein, the term "Domestic Advances" means those 
advances (or portions of advances) made by the Bank to the Company 
pursuant to the Credit Agr< ement which bear interest at the Domestic 
Kate as provided in the Credit Agreement. As used herein, the term 
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"Domestic Pate" hns the meaning specified in tlie Conveyance (as 
defined in l l i e Mor tgage re fe r red to b e l o w ) . 

Both principal and interest are payable in lawful money of ihe 
United States of America to tlie Agen« (as defined below), in immedi
ately availabl. funds, at the oflice of Citibank, N.A..at .W Park Avenue, 
New York. New Vork IdO-PI, fur the neeount of the Punk, free and clea1 

of an.l without deduction for any and all present and future Taxes 
(other than Excluded Taxes) a- -et forth in the Credit Agreement. 

The grid attaeh"d hereto is a part of this Note and, prior to nny 
transfer hereof, the Bank shall endorse the relevant information on 
such grid ns provided in tin- Credit Agreement. 

Tin- Ncie evidences certain advances (or portions of advances) 
mndc to the Company by the Maul: pursuant to a Credit Agreement, 
dated as of duly Iti. |<N| (the "Credit Aom went"), among the Com
pany, the Bank, eertein other hanks parties thereto and Citibank, N.A., 
as agent (the "Agent"), and is secured by a Mortgage, Deed of Trust 
niul Assignment of Produclion, dated duly Hi, PM (the "Mortgage"), 
from the Company to l \ I). Thompson nnd YY. T. Pox 111, ns Trustees, 
and the Agent, to which Mortgage reference i< hereby made for a 
description of the property thereby mortgaged, pledged, assigned, 
transferred and conveyed, lhe nature and extent of (he security and 
the rights of said Trustees, the Ag.nit, the holder of this Note and the 
('ompany in respect of-uch security. 

This Note is suhject to prepayment from time to time prior to its 
maturity by the application of monies actually received by or nn behalf 
of the Bank hy virtue of the assignment in Article I I I of the Mortgage, 
in the manner, at the tune ami to the extent set forth in the Mortgnge. 

I'pon the occurrence of an Event of Default specified in the 
Mortgage, the unpaid principal hereof and the interest accrued hereon 
mn.y be th t lured to be forthwith due ami payable in the manner and 
with the efTect provided in the Mortgage. 

Should the indebtedness reoresetlfed by this Note or any part 
thereof be collected at law or in etpiit;. or in bankruptcy, receivership 
or other court prm lings or should this Note be placid in the hands 
of attorneys for collection alter default, the Company agrees to pay, 
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in addition to tlio principal nnd interest due and payable hereon and 
other amounts payable hereunder, reasonable attorneys' and collec
tion fees. 

The Company, and any endorser hereof, hereby waives presenta
tion for payment, demand, notice of nonpayment, protest and notice 
of protest. N'o deln\ on the part uf the holder hereof in exercising any 
rights hereunder shall operate as a waiver of such rights. 

No holdei of this Note shall have recourse for the payment of the 
principal of or interest on this Note or for nny amounts payable here
under o~ fo r anv claims based hereon ngninst any incorporator or 
ugaiusi any m id . bencliciary. grantee, distributee, director or officer, 
past, present or future, of the Company or any successor corporation, 
as such, either directly or through the Compnny or any such successor 
corporation, whether by virtue nf any constitution, statute or rule of 
law or by the enforcement nf any as-essmont or penalty or otherwise, 
aay and all -uch liability, whether at common law, in equity, by any 
constitution, statute or otherwise, of incorporators, members, benefi
ciaries, grantees, distribute.'-, directors or officers, as such, being re-
leased as a condition of and in eoiixd ration for the issue of this Note. 

This Note shad be governed by ami construed in accordance with 
the laws of the State of Ncw York. 

N E W DUNSTAN, INC. 

By 
Vice President 

Ne Var ie tur 

To ident i fy this Note with the above mentioned .Mortgage, Deed of 
Trust and Assignment of Production, passed before me this 10th day 
of July, I ' M . 

Notary Public 
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E U R O D O L L A R N O T E 

EXHIBIT B 

to 
Credit Agreement 

New York, New York 
Ju ly 16,11)81 

FOR V A U - E RECEIVED. NEW I V N S T A . V . TNT.. a Below, e non-profit 

corporation (the ' 'Company"), hereby promises to pay to . . . . 
(the " B a n k " ) . or order, thc principal sum of [amount of tho Rank's 
Total Commitment in words] United States Dollars fU.S, $ famount of 
the Bank's Totn l Commitment in figures]) or. i f less, the aggregate 
unpaid principal amount of all Eurodollar Advnnces (as defined below) 
on June 1, 1990. unless the Conveyance Supplement (as defined in the 
Credit Agreement referred to below) has not been executed and de
livered on or p r io r to July 1, 198.1. in which case the Company promises 
to pay such principal sum on February 1, 1990. 

The Company hereby also promises to pay interest al the Eurodollar 
Rates in effect f rom time to time r.s provided in the Credit Agreement 
hereinafter refer I to (a) on September 1. 1981, on the aggregate 
principal amount f all Eurodollar Advances outstanding f rom time to 
time f rom fhe date hereof to - .d including August 31 1981, (b) on the 
fird dny of ench calendar month thereafter (commencing October 1, 
1C31), on the aggregate principal •'mount of all Eurodollar Advances 
outstanding f r o m time to tirr.o .luring tbr calendar month next preceding 
such date, (c) on the date the aggregate unpaid principal amount of all 
Eurodollar Advances shall be paid in f u l l (to the extent not paid 
pursuant to clause (a) and (b) above), on the aggregate principal 
amount of all Eurodollar Advances outstanding from time to rime dur
ing the period f r o m the first day of the calendar month next preceding 
such final payment dnte for which interest was paid pursuant to clause 
(b) above to such final payment date and (d) (to the extent pennitted 
by applicable law) on demnnd. on any am«'2r.i r f interest not paid on 
the due date therefor referred to in clnuse (a), (b) or (c), above. 

As used herrin, the term "Eurodollar Advances" means those 
advances (or portions of advances) made by the Bank to the Compoay 



pursuant to tlie Credit Agreement which bvar interest at the 
Ra a .....vided in the Credit Agree nt As used herem. the term 
" Z o d L , Hats' haa the meaning ^m-cined m the Conveyance (as 

defined in the Mortgage refer.c, to Mow) . 

I f due to (a) the introduction of or nny change (including without 

K S t ^ r £ PH - ».> Ihe Bank with nny 
,„• ..ll«-r u-overnn en.nl nntnority (whether or not having 

2 , r , r . r l a . ) nr (,•) .he inability of thc Company to " T g 7 

N„,i '"of Borrowing (ns denned in the Cmlit A , - ™ t ) , then- ta l l 
b," ,,v hmronac in ll »t to « " •»»!> " f f ' " " 1 " " " r " ' " " - " " ' " f , 0 . ' " ™ 

2 1 • « this Sn.e ,hrn,,,h tad. obtained in .he ^ " 
, T r , , -ket Ihen Ihe I ompanv d u l l from lime to lime upon the Appll-

du.ive ns to pll suet Is. absent manifest error. 

Iloth principal an.l interest nr, payable in lawful money of the 
W W SuTJ J Amerie. ... the Agon, 'ayleflne,I t * . V -

,hnn r.x,ln.l.nl Tnxes) n. set r,,r.h in . h o d I A p r . A 

The arid attached herein is n ,.nrl of Ihis Note and, prior tn any 
transfer In re!,f. the Hnnk A r i l endorse the relevant information on such 

grid ns provided in the Credit Agreement. 

This Note evidence* certain advance, (or paction.. of « ' ' ™ ^ " ' 
V „ , , „ . , - ; r n y , ; g , , e r 
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tor a description of tin- proper.v lion l»y mortgaged, pledged, assigned, 
transferri'tl nntl ronveved. r! e i ,d e and extent r f the security nnd 
•t» rights of snid Trusteei in Apr*nt, the holder of thin No*" nnd the 

Compnny in respect of such aet • ty. 

Thi* Not*- is robject to prepayment from time to time prior t. 
its matunty by the application of monies actually received by <,-
behalf ttf the Hnnk by virtue of the Qs ; ignment in Article I I I ' * 
Mortgage, ir tie nwni n»' n» the time anti to the extent r«\ U -tt 
the M r'gr.ee. ' f , due tt) my prepayment of th.- principal • vr< f y 
vi"'* • * . : «sigtiliietll in Article I I I of the Mortgage or due to m i . J 

MI'• ui nf th. maturity of this Note or due to any other reason, tht 
IVII k recedes pnytnci.ts of principel of this Note on other than the 
i. ' 'ay if a Kate I'orind far* defined in tb- Conveyance), the Company 

•:. dl pay to the Agent for the account of the Hank on (lie Application 
i t , next succeeding nny demand therefor an amount in e'cordanco 
• i h .ause (ii) of subparagraph (<') of Paragraph 1 of the Conveyance 
t. compensate the Hank for any osses, costs or expenses which the 
Bank may incur as i . result of s.ieh payment, with interest from the 
date of such prej lyment ut the rale provided in the Conveyance. 

Upcn the occurrence ei nn Kvent of Def j specified in the Mort
gage, the unpaid prwicipnl hereof nml the inter Mcnied hereon may 
be declared to be forthwith tine nnd payab't .u the mnnner md with 
the effect pn>< ided in th M itgage. 

Should the indebtedness n '»rei-ented by this Note or nny part 
thereof be collected nt law or in y\ «ily or in bankruptcy, receivership 
or other court proceeding* or should tins Note lie placi d in tiie hi.tuis 
of attorneys for e«." -etion after depault, the Com|-Miy agree* *<> pay, 
in addition to the principal nnd int -rest due nnd pu' .ible hereon nr ' 
other amounts payable IUM A., ler. reasonable attorneys' ard collec
tion fees. 

The Compnny nml any endorser itereof, hereby wnives prest nta-
tion for pavmen' d wand, notice of nonpayment, prote«t ami notice 
of protest. No delay >t the part ttf the holder hereof iu exercising am 
rights hereunder shall operate its a waiver of sueh rights. 

No holder of ' ids Note shall have recourse for the payment of tho 
principal of or inte "est on this Note or f r any amounts payable here
under or on any Claims based her.- »n against any incorporator or 
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ngninst nny mombcr, benene.<iry, grantee, distribute, director or officer, 
past, present or future, f Hi Compnny or nn* "cessor corporation, 
ns such, either directly or •hrutigh the Conipai v i nny sjeh successor 
corporntion, whether by virtue of nny constitution. stn'\.e or rule of law 
or by the enforcement of any assessment « r • enult;. o. otherwise, any 
•md nil Hitch linbility, whether nt common lav. i.i e-.ttily, by any con 
stitution, statute or cM'Tv ise, of incorporators, -ei .hem, benefieinric', 
grantees, distributees, o rectors or officers, us se- being released as a 
condition of and in ernti lerntiou for the issue of ihis Note. 

This Not*- shall be governed by and construed in accordance with 
the lawr nf the State o Nov - York. 

NEV. DUNST*>N, INC. 

By 

Vice President 
>e Varietur: 
To identify this Note with the above-mentioned Mortgnge, Deed of Trust 
ind Assignment of Production, passed before me this lGt.li day of July, 
1981. 

Notary Public 
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EXHIBIT B 
to 

Mortgage, Deed of Trust and 
Assignment of Production 

PENNZOIL COMPANY, E T AL. 

TO 

'JEW DUN STAN, INC. 

Ittjtrtnntwnt nf Cntmnjanr* 
rf 

Dated Jul) 16,1981 

letutn recorded counterparts to: 

Pr.s.'on. COMPA!«Y 
Pe.inzo Flacc F O. Boa 2967 
F . . . i . Texas 77001 
AU«idon Ms. Sally Hay en 

This imtiuiiK -it was prepared by; 

Frank W. R. Hubert, Jr. 
3000 One Shell Plaza 
Houston, Tcxai 77002 
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THIS INSTRUMENT OP CONVEYANCE OP PRODUCTION 
PAYMENT (tlio "Conveyance") dated July 16, 1981, between PENN
ZOU, COMPANY, a Delnwnrc corporntion, PENNZOIL. PROOCCINO COMPANY, 

a Delaware corporation, PENNZOIL OIL & CAB, INC., a Delaware corpora
tion and DUVAL CORPORATION, a Delaware corporation (the "Grantors"), 
nnd N'KW D I NSTAN, INC., a Delaware non-profit corporation (the 
"Grantee"), 

WITNESSETH : 

WHEREAS, the Grantors desire to sell and the Grantee desires to 
purchase the Production Payment hereinafter described, 

Now, THEREFORE, it iB agreed by and between the Grantors and 
the Grantee as follows: 

1. Certain Definitions. The following terms, when used in thia 
Conveyance, have the meanings indicated below: 

"Accounting Month." means any monthly period commencing 
at 7:00 A.M., local time in effect at the location of each Subject 
Interest, on the first day of any calendar month and ending at 
7:00 A.M., local time in effect at the loeation of each Subject Inter
est, on the first day of the next succeeding calendar month. 

"Aff i l i a te" means, as to the party specified, any Person con
trolling, controlled by or under common control with such party, 
with the concept of control in such context meaning the possession, 
directly or indirectly, of the power to direct or cause the direction 
of the management nnd policies of another, whether through the 
ownership of voting securities, by contract or otherwise. 

"Alternate Base Bate" means a fluctuating rate per annum 
equal at all times to tlie higher of: 

(a) the Base Rate; or 

(b) V2 of 1% above the latest three-week moving average 
of secondary market morning ofTering rates in the United 
States for three-month certificates of deposit of major United 
States money market banks, such three-week moving average 
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being determined weekly by Citibank on the basis of such 
rates reported by certificate of deposit dealers to and published 
by the Federal Reserve Rank of New York or, i f such 
publication shall he suspended or terminated, on the basis of 
quotations fo r such rntes received by Citiuank f rom three 
New York certificate of deposit dealers of recognized standing, 
in either case adjusted to tne nearest Vi of 1% or, i f none, to 
the next higher Vi of 1%, 

each change in such fluctuating rate to take effect simultaneously 
with the corresponding change in such Base Rate or moving aver
age. 

"Applicable Rate" means, for ench day, the weighted average 
of the Eurodollar Rates and the Domestic Rate applicable to the 
unliquidated balance of the Primary Sum on such day determined 
on the basis of the proportion which that portion ot such unliqui
dated balance to which each Eurodollar Rate and the Domestic 
Rate is applicable hears to the total amount of such unliquidated 
balance; provided, however, thai in no event shall the Applicable 
Rate exceed the maximum rate which would be permitted by the 
lnws of the State of New York if the Applicable Rate were being 
applied to a borrowing of money in an amount equal to the 
unliquidated balance of the Primary Sum. Except as provided 
hereinafter, the (Irantors may from time to time select the 
Eurodollar Rate to be in efTect with respect to all or any portion 
of the Ihen unliquidated balance of the Primary Sum for a Rate 
Period, on the condition that notice of sueh selection (including 
notice of said portion of Mich unliquidated balance and of the 
duration of the Rate Period therefor) is delivered to the Grantee 
and to Citibank not later than 11:00 A .M. (Xew York City 
timcl at least four Business Days prior to the commencement of 
such Kate Period, and provided that in no event shall the Grantors 
be permitted to have selected the Eurodollar Rate to he in efTect 
concurrently wi th respect to more than three portions of such 
unliquidated balance; and except to the extent that the Eurodollar 
Rate shall have been so selected by the Grantors in accordance 
herewith to be applicable to all or one or more portions of such 
unliquidated balance, the Domestic Rate shall be applicable to the 
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entire unliquidated balance of the Pr imary Sum. Notwithstanding 
the foregoing, and except as set f< rth in tlie ne i t succeeding sen
tence hereto, i f either 

( i ) i t shnll become unlawful, or any central bank or other 
governmental authority shall assert that it is unlawful, for any 
lender to the Grantee to obtain funds in thc London interbank 
market in order to fund or continue to fund or maintain its 
loan to the Grantee, upon such lender giving notice thereof to 
the Grantee (which Hhall give prompt notice thereof to the 
Grantors), or 

( i i ) the Grantee shall demand payment of Increased 
Financing Costs referred to in Section 4(d) hereof, nnd the 
Grantors shall have given the Grantee four Business Days' 
notice of their selection of the Domestic Bate in substitution 
for the Eurodollar Rate, 

the Applicable Rnte shall thereupon be the Domestic Rate as to 
those portions of the unlhpiidat >d balance of the Primary Sum 
previously subject to the Eurodollar Rate as to which clause 
(i) or ( i i ) is applicable, and the right of the Grantors to 
select the Eurodollar Hate hereunder shall thereupon terminate 
unless and until .-uch funding is no longer unlawful or so asserted 
to lie unlawful or the circumstances giving rise to such Increased 
Financing Costs have censed to exist. Notwithstanding the fore
going sentence, in the event of the happening of any circum
stance described in clause (i) of said sentence with respect to 
any such lender to the (Jrnntee, or of demand for payment 
of any such Increased Financing Costs deserilied in clause ( i i ) of 
snid sentence attributable to any such lender, the Crantee covenants 
and ngrees that, at the (irantors' request, it wil l consult with such 
lendc in good faith to ascertain whether auy arrangement (includ
ing, but not limited to. n change in such lender's Lending Office) 
satisfactory to such lender, the Grant >rs and the Crantee can be 
made with a view to eliminating such Increased Financing Costs 
nnd. upon demand of the Grnntors, the Grantee will cause such 
lender to be replaced by another financial institution designated by 
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tho O—'.ntors, provided that such financial institution is acceptable 
to the Gmnteo nnd the lenders to the Grantee nml is |jrvi«»rrd f o 
assume nil of the rights and obligations of sueh original lender on 
terms acceptable to such lender; nnd if upon said replacement there 
shall not be continuing any circumstances described in either clnuse 
(i) or ( i i ) of the foregoing sentence, the Grantors shall thereupon 
once again be entitled to select the Kurodollar Rate hereunder. Any 
such financial institution which shall replace any such lender in 
connection w i t h nny loan in accordance with the preceding sentence 
shall be deemed to be a lender to the Grantee for all purposes 
hereof. 

"Appl ica t ion Date" means a Regular Application Rate or, 
if such Regular Application Rate is not a business Ray, the Next 
Preceding Business Ray. For purposes of this Conveyance, nn 
Applieation Date shail lx> deemed to occur "a t or near thc i n d " 
of the Accounting Month which ends on such Application Date 
or. il* - i eli Application Date i . a Next Preceding Mu.-inc-s Day, the 
next following Regular Application Date. 

"Base Hate" menns a fluctuating interest rate per annum 
equal nt all times to the rate of interest announced publicly by 
Citibank in Now York, New York f rom time to time as Citibank's 
base rate. 

"Business Dag" means n day on which banks are not required 
or authorized to close in New York City nnd, i f the Kurodollnr 
Rate is relevant, on which dealings are carried on in the London 
interbank market and banks are op-n for business in London. 

"Citibank" means Citibank, N.A., a national banking associa
tion. 

"Discharge Schedule" means the tabulation set forth in Exhibit 
R attached to tbis Conveyance and hereby made a part hereof. 

"Domestic Bate" menns a fluctuating rate per annum (com
puted on the oasis of a year of .'?(>."> or .'Miti days, as the case may be, 
for the u n tual number of days — including the first day but exclud
ing the last day — occurring in the period for which such rate is 
computed) equal at all times to: 
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( i ) from the dnte hereof to nnd including July 31, 1083, 
Vi of 1% per annum above the Alternate Base Rate in effect 
from time to time; 

( i i ) from and after August 1, 1983 to and including July 
31, 1987, Va of 1% P p r annum ubo'-e the Alternate Base Rate 
in effect from time to time; and 

(i i i) from and after August 1, 1987, -)i of 1% per annum 
abov? the Alternate Base Rate in effect from time to time. 

"Effective Date" means 7:00 A.M., local time in effect at the 
location of each Subject Interest, on July 1, 1981. 

"Eurodollar Date" menns, with respect to eny portion of the 
unliquidated balance of the Primary Sum as tn which such rate 
is applicable, a fluctuating rate per annum (computed on the ba<is 
of a year of 3150 days for the actual number of days — including 
the first day but excluding the last day — occurring in the period 
for which such rate is computed), sub ject to funds being available 
to the lender.- to the flrnntee on reasonable terms under routine 
interbank market conditions (all as determined in the discretion 
of the lenders to the Grantee), equal at all time- to: 

(i) from tbe date hereof to and including July 31, 1983, 
&'H of \f7< per annum above the LIRO Rate in effect from time 
to time for such portion of the Primary Sum; 

( i i ) from nnd after August 1, 1983 to nnd including July 
31, 1987, «i of lTr per annum above the IJRO Rate in effect 
from time to time for such portion of the Primary Sum; nnd 

( i i i ) from and after August 1, 19R7, % of I T per annum 
above the LIRO Rate in effect from time to time for such 
portion of the Primary Sum. 

"Excess Date" hns the u. aning assigned to that term in Para
graph 4(d) hereof. 

"Exhibit A" means Exhibit A attached to this Conveyance 
and hereby made a part hereof for all purposes of interpreting, 
construing und enforcing this Conveyance, provided, that if at any 
time said Exhibit A ! is been supplemented by the Grantors by 
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tho execution nnd delivery of tho Supplemental Instrument of Con
veyance of Production Payment, then ut such time Exhibit A shall 
mean said Exhibit A as so supplemented. 

"F i r s t Production Period" menns tho period commencing with 
the EfTective Date nnd ending nt 7:00 A.M.. local timo in effect at 
the location of each Subject Interest, on August 1, 1083. 

"Hydrocarbons" moans all oi l , gas and other gaseous and 
l iquid hydrocarbons or any combination of one or more of such 
substances appropriate to the context in which such term is used. 

"Increased Financing Costs" menns any increase in the cost 
to the Crantee of obtaining or maintaining loans f rom any lender 
dur ing nny period in which the Eurndollnr Hate is applicable to 
all or any portion of the unliquidated balance of the Primary Sum, 
and which is duo to any increase in the cost to such lender to fund 
or continue to fund or maintain any loan to the (Irnntee through 
funds obtained in the London interbank market, arising from ( i ) 
the introduction of or nny change (including, without limitation, 
any change by way of imposition or increase of reserve require
ments) in, or in the interpretation of, any Inw or regulation since 
November I , 1080 or ( i i ) the compliance by such lender with any 
request f rom nny central bank or other go••••rnmentnl authority 
wdiether or not having the force of low, and if the (irantors shall 
exorcist t!:e :r opt.on ttt select the Domestic Rate as the Applicable 
Rate pr i t . - to the last day of a Hate Period applicable to till or any 
p«>. • n of tho Primary Sum, shnll also include any costs to such 
lemier incurred as a result of the selection of such Hate. A cer
tificate f rom such lender to the (Irnntee as to the amount of such 
increased ro.«ts shall be conclusive as to the amount of such 
increased eo.-ts to the (irnntee, absent manifest error. 

"Lease" means nny oil nnd 'o- gas lense or nub-lease, or any oil, 
and/or mineral lease or sub lease, or any mining chum or 

award or any fee or leasehold interest in. or any contractual 
right to produce or receive the proceeds of production of, uny 
Mineral . 

" L I B O Hate" means a rate per annum, if any, equal at all 
times during each Hate Period for uny portion of the unliquidated 
balance of the Primary Sum to which the Eurodollni Hale is 
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applicable to the average (rounded upward, i f necessary, to the 
nearest whole multiple of 1, Id of \ c,\ per annum) of the rate of 
interest per annum at which deposits in Tniu 'd States dollars in 
immediate! vailable funds are offered by each of the Reference 
Banks to p i . banks in the London interbank market at 11:00 
A.M. (London time) two Business Days before ihe first day of 
sueh Rate Period fo r a period equal to such R ite Period and in 
nn amount substantially equal to such portion of such unliqui
dated balance of the Primary Sum (such rate for each Rate 
Period being detennined by Citibank on the basis of applicable 
quotations for the LIRO Rate furnished to and received by Cit i 
bank from the Reference Ranks two Business Days prior to the 
first day of such Rnte Period and. i f any one or more of tho 
Reference Ranks shall not so furnish such a quotation for any 
Rate Period, the LIRO Rate for such Rate Period shall be based 
upon the quotations furnished by the other Reference Ranks). 

"Minerals" means Hydrocarbons and, in the event the Supple
mental Instrument of Conveyance of Production Payment is exe
cuted and delivered (and from and after the effective date thereof), 
also includes sulphur. 

"Next Preceding Business Day" means, when used with refer
ence to a Regular Application Date or Quarterly Regular Applica
tion Date, the first Business Day next preceding such Regular 
Application Date or Quarterly Regular Application Date if such 
Regular Application Date or Quarterly Regular Application Date 
is noi a Business Day. 

"Person" means an individual, corporation, partnership, joint 
venture, trust or unincorporated organization, or a government 
or any agency or political subdivision thereof. 

"Primary Sum" means at any time the aggregate amount of 
the Purchase Price which shall at such time have been paid. 

"Production Payment" has the meaning assigned to that term 
in Paragraph 2 hereof. 

"Production Payment Minerals" has the meaning assigned 
to that term in Paragraph 2 hereof. 
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"Productio" Paym'nt Percentage" has i'jc roaring assigned 
to that term in Paragraph J hereof. 

"P" '"hasr Price" has the meaning assigned \o that term in 
PR up.. 7 hereof. 

'Quarterly Appln ition Pate" menus a Qjnrb-rly Regular 
A », 'ication Date or. it" such Quarterly Regc.lar Application Rate 
•a not a Rusiness Day. the next Preceding Rusires.s Day. 

"Quart, rla Rci nlar Application Pate" met :IK the Regular 
Application Date tailing on the fir-t day -»f am January, April, 
July or October during 'lie term of the Production Payment. 

"Pate" means the lioi. die I*ate or the Eurodollar Rate. 

"Pate prriod" means any of the periods selected from time 
to time by the (irantors to nppl; in respect of the application of 
the Eurof]..|lar Rate to all or any port inn of the unliquidated bal
ance of the Primary Sum. Ench Rate Period shall he one, two, 
three or six months, ns the flrantors shall, upon notic received 
by the (Irnntee not later than 11 ;()0 A.M. (Xew York time) at lcj<«d 
four Rusiness Pay- prior to the . otumencemenl of such Rate Period, 
select: provided, h> never, that (a) if 'he (irantors shall fail on a 
timely basis to selw t a Hate Period for ni > portion of the Primary 
Sum to which «h«. Eurodollar Hate i - applicable, the Domestic Hate 
shall apply to sueh portion of the Primary Sum as of the end of 
the Rem current Rat Period and (b> am Rule P. ru I determined 
in accordance with Paragraph 4(d) hereof shall lie for the period 
o' )<o -!• ril'nd therein. Win . . ver the last ilaj of any Rate 
Perio «vould otherwise occur on a day other ihan a Rusiness Day, 
tiie last day of sueh Rate P« ri d shall occur on the m xt succeeding 
Business Day. provided, however, (hat if sueh extension would 
c:iu>>- ihe Inst day of md' Hate Period to occur in the next follow-
i.i- c;.||.ndnr month, liie la t day of -uch Hale Period shall 
occur on (he ne\i preceding Rusiness Day. 

"Peferet. e Ranks" mean.- ihe re pent ive principal London 
offices oi" (a) Citlhm \. Morg.m (iuarntily Trust Company of New 
Vork and Mi 1'ori Ra? .. N.A and (hi m addition to or in substitu
tion for a*M such bank uny haul, d signated by the (jrantors and 
approved by the Grantee. 
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"Regular Application Date" means tho first clay of any cal
endar month. 

"Reserve Report" shall mean a report of Ryder Seott Com
pany Petroleum Engineers or other independent petroleum engi
neers agreed upon hy the (Irantors and the Crantee furnished 
pursuant to subparagraph (c) of Paragraph li) of this Conveyance. 

"Sales Contracts" has the meaning assigned to that term in 
Paragraph 8 hereof. 

"Second Production Period" moans the period commencing 
at 7:00 A.M.. local time in effect at the location of each Subject 
Riterest. on August 1, IH83, and ending at 7:00 A.M.. local time 
in effect at the locali n of each Subject Interest, on January 1, 1900, 
unless the Supplemental Instrument of Conveyance of Production 
Payment has been executed and delivered, in which case the Sec
ond Production Period -hall end at 7:00 A.M.. local lime in effect 
at the location of each Subject Interest, oti May 1. 1990. 

"Suhject Hydrocarbons" moans all Hydrocarbons in and under, 
and which may In produced, saved and sold from, and which shall 
accrue and be attributable to, the Subject Interests from nnd 
after the Effective Date and throughout the period specified in 
this Conveyance for the term of the Production Payment, subject 
to the provisions of Paragraph .'3 of this Conveyance. 

"Subject Interests" shall mean each and every kind and char
acter of right, title, claim or interest which any Crantor now has 
in the 1 eases or portions thereof which are described in Exhibit A 
and all unitization and pooling agreements and the units created 
thereby which eover or include sm h Leases or portions thereof, 
and all the right, title, claim or interest which any Crantor now 
has in and to tin- lands specifically described or referred to in 
Exhibit A or covered by the Leases which are described in Kxhihit 
A, whether such right, title, claim or interest be undei and by 
virtue of a Lease, a unitization or pooling agreement, a unitization 
or pooling order. : i mineral deed, a royalty deed, an operating 
agreement, a division order, a transfer order or any other type of 
contract, conveyance or instrument or under any other type of 
claim or title, legal or equitable, recorded or unrec. :ded, even 
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though such Grantor's interests he incorrectly or incompletely 
described in, or a description thereof he omitted from. Kxhihit A, 
all as the same shall ';e enlarged hy any reversionary interest or by 
the discharge of any payments out of production or hy the removal 
of any charges or encumbrances to winch any of the same are sub
ject ami nny nnd all renewals ani, extensions of any of the same, 
but e shall not he included within the Subject Interests ary 
rights which any Ornntor now hns or may hereafter obtain wi th 
respect to production attributable to the interests of nonconsenting 
parties rnder any operating agreement, unit operating agreement, 
contract for development or similar instrur r"n*. Without in any 
way l imi t ing the foregoing, the Suhject Interests jdinll include each 
and every Kind nnd character of right, title, claim or inteiest which 
any Grantor hns in nny and nil Leases covering lands situated in 
(hose counties in the Slate- ol* N'ew Vork. Pennsylvania or West 
Virg in ia named in Kx'iihit A, regardless of whether such Leases 
are described in Exhibit A. 

"Subject Minerals" means Subject Hydrocarbons and Subject 
Sulphur. 

"Subject Sulphur" mi ins, in the event the Supplemental 
Instrument nf Conveyance of Production Payment is executed 
and delivered, all sulphur in and under, and which may be pro
duced, snved nnd sold from, and which shall accrue and he attrib
utable to, tbe Suhject Interests described ie the Supplement..' 
Instrument of Conveyance of Production Payment f rom and after 
the ctTeeti\e date thereol' and throughout the remainder of the 
period -pec iiii-d in th i - Conveyance lor the term of the Produclion 
Payment, siihjecl lo lhe provi.-ion- of Paragraph .'> of Ihis Convey
ance. 

"Subject Taxes" has the meaning assigned to that term in 
Paragraph 1,'! hereof. 

"Supplemental Instrument nf Conveyance nf Prnductinn Pay
ment" means the Supplemental Instrument of Conveynnce of 
Production Payment in the form of Exhibit C attached hereto and 
h roby made a part hereof. The execution and delivery of the 
Supplemental Instrunient of Conveyance nf Production Payment 
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shall not require tho consent or joinder of the Grantor or any 
mortgagor or trustee referred to in Paragraph 24 hereof. 

"Thi rd Production P'-rind" moans tho period commencing at 
7:00 A.M., local time in efTect at the location of each Subject 
Interest, nu January 1. 1H0O, unless ihc Supplemental Instrument 
of Conveyance ot' Prodrction Payment has heen executed and 
delivered, in which case die Third Production Period shall ci«m-
inencc ai 7 :'»0 A . M . . local tine- in effect at eaeii of tlie Suhject Inter
ests, on May 1. IJKH1 and "-nd on the date the P«"oductioa Payment 
is discharged or terminal 1 a- herein provided. 

2. Conveyance of the Production Payment. The Grantors, in con
sideration of the payment to them by the Grantee of tho Purchase 
Price pursuant to the provisions of Paragraph 7 of this Conveyance 
and of other good ami valuable consideration, the receipt, adequacy 
and sufficiency of which are hereby acknowledged, hy these presents 
do hereby grant, bargain, soil, convey, assign, transfer and deliver 
unto the flrnntee, effective as of the EfTective Date, subject to the 
limitations and encumbrances set fo r t b in Paragraphs 14(f) and 20 
of this Conveyance and in Exhibit A. as a production payment, the 
undivided percentages, or i f 100';, tle> percentage, of Subject Minerals 
provided for in the fol lowing subparagraphs First through Fourth of 
this Paragraph 2: 

Firs t : The undivided percentage of the Subject Minerals 
conveyed under this subparagrap' First during the First Pro
duction Period shall be that undivided percentage i up to 100*^) 
or. i f 100',', tin- percentage, of the Subject Minora!- as shall be 
required tn cause the Grantee to bo entitled to receive, out of the 
Subject Minerals produced ami saved during each Accounting 
Month during tin- f i r s t Production Period, a sum which, when 
actually received by the Grantee iu accordance with the V i m - of 
Ihis Conveyance, would equal a sum hereby specified to be the 
aggregate amount referred 1<> in subparagraphs (b), (<•). (d) , (e) 
and l f ) of Paragraph 4 .if thi- t 'onveyaiiee to the extent such aggre
gate amount -h i l l have been ascertained or accrued dur i rg (or, in 
the ease of -aid subparagraph- le) , i d ) , (e) am! (I ). prior to) -uch 
Accounting Mouth and remain- unpaid; 
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Second: Subject to the provisions of subparagraph Third of 
this Paragraph 2, the undivided percentages of the Subject Min
erals conveyed under this subparagraph Second during each 
Accounting Month during the Second Production Period shall be 
th.1 undivided percentage" specified in the following clause (a) or 
clause (b) whichever entitles the Grantee to receive the greater 

mount of proceed- out of Subject Mineral ; pioduced and saved 
ring such Accounting Month: 

(a) an undivided ' ->r< of the Subject 'fydrocarbons and 
an undivided 35$ °f fhe Subject Sulphur produced and saved 
during such Accounting Month, provided, however, that in tne 
event the Pr imary Sum at the close of business on July 31, 
"i983 is less than $2,500,000,000, then (1) tf the Supplemental 
Instrument of Conveyance of Production Payment has been 
executed and delivered, said undivided percentages of Subject 
Hydrocarbons ami Subject Sulphur shall be adjusted to the 
percentages detennined by mult iplying each of 65TJ and 35 
by a fract ion the numerator of which shall be the unliquidated 
balance of the Primary Sum at the close of business on July 
31. I9H3 and the denominator of which shnll he $2,500,000,000 
or (2) i f the Supplemental Instrument of Conveyance of Pro
duction Payment has not been executed and delivered, said 
undivided percen.age of Subject I lydroe irbons shall be 
adjusted to the percentage determined by multiplying fi.V; by 
a fract ion the numerator of which shall be the unliquidated 
balance* of the Primary Sum on July 31, lflS.'l and ihe denomi
nator of which shall be $1.8(i5,000,00b; or 

(b) that undivided percentage (up to POrJ ) of the Subject 
Hydrocarbons nnd (but only if suid undivided percentage of 
the Subject Ilyilr'ocnrhoiis for -uch Accounting Mouth is 90^ 
and i - insiifflcionl lo entitle the (irnntee to receive the sum 
specified i " this subparagraph M>i) that undivided, percentage 
(up to 40 rr ) of (he Suhject Sulphur produced and saved dur
ing such Accottntii i* Mouth a* shall be required to cau.-e the 
Grantee to be eiiti led to receive, out of Hie Subjeel Minerals 
produced and saved during such Accounting Month, a sum 
which, when actually received by the (irnntee in accordance 
with the terms of this Conveyance, would equal a sum hereby 
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specified to Iio tlio total of i i ) tho aggregate umount referred 
to in subparagraphs (h), (e), (d) , !e) and ( f ) of Paragraph 4 
of tli'n- Conveyance tn tho extent Mich aggregate amount shall 
have hem ascertained or accrued dip-im; (or. in the cast' of said 
subparagraphs (e). (d), (<•) and ( f ) . prior to) such Accounting 
Month and remains unpaid, p!us ( i i ) an amount determined by 
mult iplying the unliquidated balance of the Primary Sum at 
the close of business ,,,, J uly 31. IPS'! by the percentage shown 
on the Discharge Schedule under the heading "Hydrocarbons 
Monthly Percentage" or, in Ih" event .h" Supplemental Instru
ment of Conv •!• of Production Payment has been executed 
ami delivered, the percentage shown on 'he Discharge S-hed-
ule under the heading •"Minerals Monthly Percentage", oppo
site the Reg IT la r Applio (ion Date occurring at or near ino end 
of such Accounting Month; 

Th i rd : I f on nny Application Date during the Second Pro
duction Peiiod the aggregate amount of reductions in the unliqui
dated balance ttf the Primary Sum made on such "pplieation Date 
and prior thereto is les-; than nil amount determined by multiplying 
i'.V; times the cumulative total of the amounts determined for such 
Application Date and all amounts determined for all previous 
Application Date- as provided in subclause ( i i ) of clause (b) of 
subparagraph Sreond of this Pa rn graph 2 by reference to the 
"Hydrocarbon* Monthly Percentage" or, in the event the Supple
mental Instrument of Conveyance of Production Pavment has been 
executed and delivered, hv reference- to the "Minerals Monthly 
Percentage", then rot withstanding the provisions of subparagraph 
Second above (which shall not be effective during any period .lur
ing which the provisions of this subparagraph Third are opera
tive), during Ihe Accounting Month beginning at o* near such 
Applieation Date, the undivided percentages of Ihe Subject Miner
al- conveyed under th i - subparagraph Third shall be an undivided 
'10',' of the Subject Hydrocarbon- and an undivided 40 f , of the 
Suhject Sulphur; 

and 

Four th : The percentage of Ihe S'-.hjccl Minerals conveyed 
under this subparagraph Fourth during the Thi rd Production 
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Period shnll bo one hundred percent (100%) of the Subject 
Minerals; 

together with nn easement of ingress and egress to remove the snme 
from the applicable Subject Interests to the extent (irantors have the 
right to grant such uu easement (the undivided percentages of the Sub
ject Minerals so granted, bargained, sold, conveyed, assigned, trans
ferred aud delivered and at any lime in elTecl being herein called the 
"''induction Payment Percentages", tde Subject Mineral- attributable 
to the Production Payment Percentages being herein called the "Pro
duction Payment Mineral--", and the Production Payment Mineral*, 
together with such ca«cnn of imrres* nnd egress and all otV'r inter
ests herebv granted, Imrgn'tU'd. sold, conveyed, assigned, Inn-forced 
nnd iJ div- red. or intended so to be, being herein called the "Produc
tion Payment"). 

To H A F. ANO To Hot.n Mic Production Payment, together with 
all nnd singular the rights, idles, interests, estates, remedies, powers, 
privileges r.nd appurtenances thereunto in nny way belonging, unto 
the Grantee, its successors nnd assigns, forever. 

3. Certain Provisions Go\ crning the Production Payment. All the 
provisions of this Conveyance shall be subject to the following prin
ciples • 

(a) Except as provided in Paragraphs 14(b) (ii) and 14(c) 
hereof, for the discharge of the Production Payment the Grant, c 
shall look exclusively to the proceeds id' Production Payment Min
erals, und the Grantors -hall in t be liable for -uch discharge. 

(b) Except a- provided in the proviso clause below, the Prn-
diict'on Payment shall iml be di*chnrgcnh|e out id'any advance pay
ments made to the Grantors for Production Payment Minerals to 
be produced in the future nnd covered by, and mnde in ndvnnce of 
such production under the tonus of. nny advance payment or take 
or pay agreement, provided, Jinivrvrr, that the Production Pay
ment shnll be dischargeable out of. and the Grantors shall (except 
to the extent that payment is made directly to the Grantee by the 
purchaser or unless the Production Payment shall have been fully 
discharged) make payment to the Grnntee hereunder on account of, 
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any Production Payment Minerals covered by any such advance 
payment or take or pay agreement when such Production Payment 
Minerals shall he produced and saved, on the basis of the full pur
chase price under the Sales Contract for such Production Payment 
Minerals so produced and saved (such full purchase price to be 
without regard to any deduction from or credit against the payment 
of such price due to any previous payment made in advance of 
production). 

(c) The Production Payment shall not he dischargeable out 
of any bonus which the (Irantors shall receive for any Lease or 
assignment of any of the Subject Interests or out of any payments 
made to any of the (irantors in connection with the drilling or 
deferring of drilling of any well on any of the Subjeel Interests or 
in connection with any adjustment of any well and leasehold equip
ment upon unitization of any of the Subject Interests. 

(d) There shnll not be included in the Subject Minerals any 
Minerals unavoidably lost in the production thereof or produced 
and saved from any of the Subject Interests and used by the 
Grantors in conformity with good field practices for drilling, 
mining and production operations (including gas injection, sec
ondary recovery, pressure maintenance, reprcssuring or cycling 
operations) conducted for the purpose of producing Minerals from 
the Subject Interests or from any unit to which the Subject 
Interests are committed, hut only so 'ong as such Minerals are 
so used. 

(e) So long as and to the extent that the same may bc required 
by applicable laws and regulations, in the ca e of any Lease from 
the Pnited States of America included in the Subject Interests 
from which the averoge production of oil per well per day averaged 
on the monthly bus is is lo barrels or less, the obligation to pay and 
the r ight o f the Cran tee to receive the proceeds of o i l produced 

from such Lease shall be suspended until said average production 
of oil per well per day exceeds said minimum amount, and such 
suspension shall apply separately to any /one or portion of such 
Lease segregated for computing government royalties: provided, 
however, that during the period of any such suspension, the 
Production Payment Percentage applicable to production from 
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ench othor Lense included in tlie Subject Interests, or portion or 
zone thereof, shnll (subject to the provisions of Paragraph 2 here
of) be increased to that percentage necessary to cause the Grantee 
to receive, in addition to the production from ench such oth< r Lease 
(or portion or zone thereof) attributable to the Product i in Pay
ment Percentages otherwise applicable under Paragraph 2 hereof, 
proceeds of production from ench such other Lense, or portion or 
zone thereof, equivalent in the aggregate to the amount of proceeds 
of production the Grantee would have received from the Lease, or 
portion or zone thereof, as to which the Grantee's right s to produc
tion have been suspended had such rights not been so suspended. 
The increases in the Production P..>ment Percentages pursuant to 
the foregoing provisions of thi* subparagraph (e) are heieby 
conveyed by the Grantor- to th-.' Grantee effective as of the Effec
tive Date as a part of the Production Payment. 

( f ) There shnll not be included in the Subject Minerals 
any Minerals attributable to nonconsent operations conducted 
with respect to the Suhject Interests (or any portion thereof) as to 
which any Grantor sliall be a nonronsonting party and dedicated 
to the recoupment or reimbursement of costs and expenses of the 
consenting party or parties by the terms of the relevant operating 
agreement, unit agreement, contract for development or other 
instrunient providing for such noncon ent operations, provided 
such Grantor's election not to participate in such operations is 
made in conformity with the provisions of Paragraph 14(a) of this 
Conveyance. 

(g) Whenever reference is made in this Conveynnce to the 
term "fair market value at the wellhead or mine" in determining 
the price to be raid or obtained for Production Payment Minerals 
sold for the account of the Grantee, or purchased by any Grantor, 
or taken in kind by the Grantee, Mich term shall be understood to 
mean the price paid or payable for such Minerals at the wellhead 
or mine in the case of Mineral- customarily sold at the wellhead or 
mine or, in the case of Mineral- customarily soH or disposed of 
otherwise than at the wellhead or mine, the price paid or payable 
for such Minerals nt the nearest point where such Mir, nils may 
be marketed and sold after production, less all costs of transport
ing such Minerals to suoh point from the wellhead or mine. 



(h) In the case < . tion Payment Minerals sold or dis
posed of other than at tuv wellhead or mine, the amount of all 
i.-asonahlo costs incurred and paid by the Grantors in transporting 
such Minerals to the point of sale or disposition sliall be deducted 
from the proceeds of sale of the Production Payment Minerals, and 
the amount so deducted shall be deemed not to be proceeds of the 
Production Payment Minerals received or realized by the Grantee. 

(i) Cognizant of Sections 171.26(d), 172.22(d), 173.21(d) and 
174.38(b) of Title 2.r) of the Code of Federal Regulations, it is 
agreed, with respect to any Lease from Indian tribes, bands or 
groups, and any Lease on lands allotted to Indians in severalty, 
included in the Subject Interests, that nothing in this Conveyance 
shnll be construed as modifying uny of the obligations of the lessee 
under such Lease, including, but not limited to, obligations for 
diligent development and operation, protection against drainage, 
compliance with oil and gas operating regulations (30 CFR Part 
221), and the requirement for departmental approval before aban
donment of any well situated on such Lease. All such obligations 
aro to remain in full force and effect, the same as if free of the 
Production Payment. The existence of the Production Payment, 
whether or not actuady paid, shall not be considered ns justification 
for the approval oi* abandonment of any well situated on such 
Lease. 

4. Amount and Term of the Production Payment. The Production 
Payment shall continue and remain in full force and effect until such 
time as the Crantee shall have received und realized out of the proceeds 
of Production Payment Minerals, free and clear of all development, 
operating, mining, producing, treating, processing, handling, storing, 
marketing, transporting and other costs nnd expenses of every kind 
whatsoever, the full aggregate sum of the following amounts: 

(a) The Primary .Sum; plus 
(b) An amount computed at the Applicable Pate on the 

unliquidated balance from time to time of the Primary Sum, 
(i) The first such computation to be made on September 1, 

1081, for the period commencing with ami including the date 
hereof up to and including August 31, 1081, on the amount 
of such unliquidated balance of the Primary Sum from time 
to time during such period, and 
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( i i ) Subsequent computations to be made monthly on the 
first day of each calendar month for the preceding calendar 
month on the amount of the unliquidated balance f rom time 
to time of tho Primary Sum dur ing such preceding calendar 
month; 

plus 

fc) The -um of £100.000 payable nn September 1. HW1. and. 
in the event the Primary Sum nl any date exceeds $1.(100,000.000, 
the additional sum of $100,000 payable on the Application 
I late next following -uch date. and. in the event the Primary 
Sum nt any date exceed- $1 .K0."i.000.000. the additional -um of 
$.")0.000 payable on the Application Date next Following such date; 

pl us 

fd ) A sum equal to the aggregate of ( i ) .dl Increased Financ
ing Costs f r o m lime to time of the Crantee and ( i l l with respect In 
each portion of the unliquidated balance of the Primary Sum lo 
which the Eurodollar Hate i - applicable which may be paid oil 
other than the la-t daj of lhe Hate Period therefor (including 
without l imitat ion anv payments made pursuant to subparagraph 
( f ) of Paragraph 0 hereof or t ara graph Jo hereof), an annum! 
en nputeo on the basis of lhe Exce-- Hale (a- defined below) for 
such portion nf lhe unliquidated balance of the Primary Sum 
on the amount of -uch portion so paid, for the period com
mencing on the day of -uch payment and ending on the last day 
of the current Rate Po ied for such portion (for the purpose of 
computing such amount, the "Excess late" in respect of any portion 
of the Primary Sum so i"d sha!! lie a rate per annum equal to the 
excess ( i f any) of (x) tn. LIBO Rate in effect for the current Hate 
Period for such portion over (y) the L I B O Rate computed on the 
basis of a Hate Period commencing on the day of sueh payment and 
ending on the last day of the current Rate Period for such portion) 
and ( i ' i ) interest on the amounts specified in clauses ( i ) ami ( i i ) at 
the Applicable Rate (hut not to exceed the maximum rate permitted 
by applicable l u w ) ; 

plus 

(e) A sum equal to the aggregate of* " "'e Subject Taxes to 
the extent that such taxes have not bet ..d by the Grantors 
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pursuant to Paragraph 13 hereof, together with interest on the 
unliquidated amount thereof at a rate equal to the Applicable Rate 
(but in no event in excess of the maximum rate permitted by 
applicable law) in effect during the period from and including the 
date of payment of each such amount by the Grantee (notice of 
each such payment to he given promptly to the Grantors) to the 
date the Grantee is reimbursed therefor; plus 

( i ) A sum equnl to the aggregate of all reasonable expenses 
of the Grantee incidental to the acquisition, ownership, mortgag
ing and transfer of the Production Payment or any part thereof, 
the obtaining of any loan secured thereby and the receipt and 
disbursement of funds on account thereof (including, without 
limitation, any commitment fees, any withholding or other similar 
tave- (together with any interest, penalties aud expenses in con
nection therewith), any costs ami expenses of an\ 'ender making 
such loan incurred as a result of any installment of tiie Purchase 
Price not being paid on th late specified in a notice by tin Grantors 
pursuant to Paragraph 7( i of this Conveyance or failure to make 
a payment on the date and before t : e tii •• specified in a notice 
provided pursuant to P ragraph fi w'th ' f t nect to any portion of 
the unliquidated bahm • " f the 'Vir . »y Sum to which the Euro
dollar Rate is app'i.-ahie and a. fees and ex pens' of account
ants nnd counsel for the f j ' i nte.« and of e. =el fo. . ..o rent for 
any lenders making such loan, u'A ; \ . . uses anil taxes imposed by 
any state within which any Subject Interest is wholly or partially 
located on such lender attributable to the mortgaging of the Pro
duction Payment, all fees incurred in connection ' .Ih, and all other 
expenses and costs of litigation and the contest, release or dis
charge of, any adverse claim or demand made or proceedings 
instituted by any person affecting in any manner whatsoever the 
Production Payment, the Production Payment Minerals or the 
proceeds thereof and all other fees, costs and expenses of the 
Graide - ami any lender making such loan in connection with or 
arising out of any investigation, litigation or proceeding related to 
an., acquisition or proposed acquisition of all or any portion of the 
stock or substantially all of the assets of any Person, directly or 
indirectly, with uny of the proceeds of the Purchase Price, which 

shall have I n paid or incurred by the Crantee or any lender 
making such loan, together with interest on the unliquidated 
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amount thereof at a rat.' equal to tlie Applicable Rate (hut not 
to exceed the maximum rate permitted by applicable law) in effect 
during the peHod from and including the date of payment of each 
such amount by the Grantee (notice of each such payment to be 
given promptly to the Grantors) to the date the Grantee is reim
bursed therefor. 

I T BF.IN'O THE I N T E N T I O N OFTUF. GRANTORS VNI> T H E GRANTRE I N EVTF.RINO 

INTO T H I S CONVEYANCE that the flrnntee shall be entitled to receive nnd 
realize out of the Production Payment Minerals the f u l l aggregate sum 
of the nmounts described in subparagraphs (a), (h) and (c) of 
this Paragraph 4. free nnd clear of all onsts and expenses with respect 
to the Subject Interests and the Subject Minerals (whirh expenses, 
costs and fees shall be borne by the Grantors) nnd over and above all 
taxes, assessments, fees, expenses nnd costs of the character and 
amount described, specified or referred to in subparagraphs (d) , (e) 
and ( f ) of this Paragraph 4. 

All of the Subject Taxes may he deducted from the proceeds of the 
Production Payment Minerals nnd paid for the account of the Crantee 
and, in the event of any such deduction, lhe amount so deducted shall 
be deemed not to be proceed- of the Production Pavment Min. mis 
received or realized by the Crantee. Similarly (and anything in this 
Conveyance to the contrary notwithstanding), the tax under the Crude 
Oil Windfall Profit Tax Act of IflSO and any amendments or supple
ments thereto (or any tax enacted in substitution therefor) imposed or 
assessed h respect to or measured by or charged against or attribu
table to the Production Payment Minerals or the proceeds thereof and 
for which the (irantors are liable may be deducted from the proceeds 
of the Production Payment Minerals and paid by the (irantors and, 
in the event of nny such deduction, the umount so ch ducted shall be 
deemed not to be proceed- of tlie Production Payment Minerals 
received or realized by or payable to the Oruntee. 

5. Termination of the Production Payment. When the ful l aggre
gate sum of the amount- specified in subparagraphs (iO, (b). (e), 
(d). (e) and ( f ) of Paragraph 4 of this Conveyance (as expressly pro
vided by the terms of this Conveyance) has been received h\ the 
Grantee, the Production Payment shall for thwith terminate, and all 
interest therein shall immediately revert to and become vested in tiie 
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Grantors to tho same extent nnd with the same force and effect ns if 
this Conveyance had not been made. The Crantee agrees that, upon 
such termination and upon indemnification ngninst loss hy reason of 
such nets and hy reason of the restitution of proceeds of Production 
Payment Minerals as provider! in Paragraph 11 of this Conveyance, 
it shnll execute or cause to he executed, upon the request and nt the 
expense of the Grantors, such instruments as may he necessary or 
appropriate to evidence the termination of the Production Payment. 

6. Application of the Proceeds of Production Payment Minerals. 
For nil purposes of this Conveyance, the proceeds of Production 
Payment Mineral- actually received by the Grantee nl or before 11 :IM) 
A.M. (local time in effect in The I "it v of Now Vork) on any Applieation 
Date (commencing with September 1. 1HK1) and not I heretofore applied 
pursuant to this Paragraph ti, shall he deemed lo have been received 
and applied on such Application Dute as follows: 

(a) First, to the amount referred to in m.i paragraph (b) of 
Paragraph 4 of this Conveyance to the extern nie'i amount has 
heen ascertained or accrued up ttt (but mit including) such Appli
cation Dnte nml which has not been added to the Primary Sum 
pursuant to the proviso lo this Paragraph (i or paid hy any previ
ous application oi* proceeds of Production Payment Minerals 
pursuant to the provisions of this Paragraph (>, nml 

(b) Srcnnd, to the amount referred to in ...ihparagraph (d) of 
said Paragraph 4 to the extent such amount has heen ascertained 
or accrued up to (but not including) such Application Date ami 
which has not boon paid by any previous application of proceeds of 
Production Payment Minerals pursuant to the provisions of this 
Paragraph (J, and 

(c) Third, to the amount referred to in subparagraph (e) of 
said Paragraph 4 ami which has not been paid by any previous 
application ttf proceeds of Production Payment Minerals pursuant 
to the provisions of this Paragraph (i, and 

(tl) Fourth, ttt the amount referred to in subparagraph (e) of 
said Paragraph 4, to the extent then as. taincd and which has 
not heen paid by any previous application of proceeds of Produc-
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tion Payment Minerals pursuant tn tlie provisions of this Para
graph (I, and 

(e) F i f t h , to all other amounts referred to in subparagraph ( f ) 
of said Paragraph 4, tt. tbe extent then ascertained and which 
have not been paid by any previous application of proceeds 
of Production Payment Minerals pursuant to the provisions of 
this Paragraph (», and 

( f ) Sixth, to the reduction of the unliquidated balance of the 
Primary Sum, ini t ia l ! 11 by reduction of that portion of the unliqui
dated balance of th Primary Sum to which the Domestic Rate is 
applicable ami then hy reduction of those one or more portions of 
the unliquidated balance of the Primary Sum to which a Eurodollar 
Hate is applicable in -uch order as may be selected hy the (Irantors 
hy not less than four Business Day-* prior written notice to the 
Grantee or. i f and to the extent not so selected, in the order in 
which the last days of the respective Rate Periods then in effect 
are scheduled to occur; 

provided. however, that, in the event such proceeds so applied on the 
relevant Applieation Date shall he insufficient to cover the ful l aiuount 
-pecilied in -iilqiarauraph (a) of thi- Paragraph l i . the unliquidated 
balance of the Pr imary Sum shall for thwith be increased by an amount 
equal to the amount of such deficiency. 

Within 15 Rusiness Day- aft. r the date nf each such application 
hy the Grantee of any proceed- of Production Payment Minerals, the 
Grants will fu rnUh or cause tc be furni-hod lo lin- (irantors a written 
statement showing the application of -uch proceeds iu accordance with 
the provisions of this Paragraph fi. 

I f the Eurodollar Rate i< applicable to any portion of the unliqui
dated balance of the Primary Sum to which proceeds are ttt be applied 
on an Application Date and such Application Date is on a date other 
than the la t day of the Kate Period for such Eurodollar Hate Grai tors 
shad give written notice to the Grantee (and any lenders to the Gran-
Ice) at least four Pu-m •-- Days prior to -uch Application Date that 
the Grantors wil l pay -uch portion of the unliquidated balance of the 
I 'r iman Sum prior lo 11 :(«> A.M. i local time in effect in The Pity of 
N'ew York) on -ueh Application Date. 
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of tho Purchase Price pursuant to this Paragraph 7 shall terminate 
upon tho occurrence of an Event of Default specified in clause (c) 
or dl) of Paragraph 17. 

(d) Tho obligation of the (Irnr.b to pay any installment or install
ments of the Purchase Price which is not or are not payable on or prior 
to (i) the date of termination of the Production Payment pursuant to 
Paragraph 5 hereof or ; i i ) July . i l . I . S3, whichever date first occurs, 
shall terminate on such date and thereupon the amount of the Purchase 
Price shall be reduced by the aiuount of the unpaid portion of the 
Purchase Price which the Urantee is not obligated to pay. 

(e) Ah payments made by the (Irantee on account of the Purchase 
Price shall be paid in lawful money of the f'nited States of America 
nnd in immediately available funds by a deposit to the credit of the 
(irantors' account (No. 3UOPJ761) with Citibunk at 399 Park Avenue, 
New York, New York 10043. 

(f) The (Irantors hereby irrevocably ond unconditionally waive 
and relinquish (i) any express or implied vendor's lien, nnd any other 
lien, security interest, charge or encumbrance, which would otherwise 
be imposed on or affect the Production Payment or the Production Pay
ment Minerals on account of any unpaid installment or installments of 
the Purchase Price and (ii) with respect to the obligations of the 
Grantors to make payments under this Conveyance (including, without 
limitation, payments of proceeds of Production Payment Minerals under 
Paragraphs 3, 8. 0 and 11 hereof and payments under Paragraphs 13, 17 
nnd 2"> hereof), any set-off. counterclaim, credit, recoupment, defense, 
abatement, suspension, reduction and other right or claim which the 
(Irantors may have against the (irantee as a result of or arising out 
of the failure of the (irantee to pay any amount on account of tho 
Purchase Price. 

8. Marketing o f Production Payment Minerals. The (irantors. nt 
their own expense, shnll market or cause to be marketed the Produc
tion Payment Minerals, on behalf of and for the account of (irantee, on 
the same basis as the (irantors market their share of Subject Minerals, 
and for such purpose e (irantee agrees that sales of Production Pay
ment Minerals may continue to he made by the (irantors with their 
share of Subject Minerals pursuant to existing contracts and agree-
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monts entered into by tlie (irantors for the sale of, or eornmitment to 
sell. Subject Minerals and that the (irantors may enter into one or more 
contracts anti agreements in the future for the sale of Subject Mint .ds 
(including Production Payment Minerals included therein) nt the best 
prices anti on the best tortus as the (Irantors shall determine in their 
good faith judgment are reasonably obtainable in the circumstance.- (all 
such present anil future contracts anti agreements for the sale of or 
commitment to sell Subject Minerals being herein called "Sales Con
tracts"), and it shall not be necessary for the (Irnntee to join in any 
Sales Contract or any amendment thereof: provided, however, that the 
Grantors wil l not agree to. or pennit, any amendment, modification or 
termination in am manner adverse to the interests of the (irantee of 
any Sales Contract with an Affiliate of any Grantor, nor will the Grant
ors enter into nny Sales Contract in tin future with an Afhiiate of any 
Grantor (except pursuant to the (onus of any presently existing Sales 
Contract) in any manner adverse to the interests of the Grantee, with
out the prior wri t ten consent of the (Irnntee, ami the Grantors wil l give 
the Grantee at least lo day-' prior written notice of the terms of any 
proposed amendment, mollification or termination of any Sales Contract 
with an Affiliate of any Grantor, or any proposed future Sales Contract 
with an Affiliate of any Grantor. Suhject to the rights of purchusers 
under then existing Sales Contracts and to nny existing right of the 
Grantee to take in kind pursuant to notice given in accordance wit l i 
Paragraph 10 hereof, ami (so long as the Grantors are not in default 
in the performance ••• observance of any covenant or agreement on the 
'Irantors' part to I . performed or ohscr\ed hereunder) the Grantor-

ill I nt it letl at any time ami front time to time lo purchase all or any 

part of the Production Payment Minerals (including Production Pay
ment Minerals which the Grantee has elected to t ike in kind provided 
that the Grantors shall have, within ."'() days of the giving of any notice 
hy lhe Grantee in accordance with Paragraph 1" hereof, given written 
notice to the Grantee that the Granior- elect to purchase all or part of 
the Production Payment Minerals specified in -uch notice givei by the 
Grantee and spocilYini! when the Granior-" purchases •hall commence 
ami Hie duration thereof), and. in -uch case, the Grantors -hall pay lo 
lhe Grantee, on or before 11 :(»• A.M. (local time in effect in the i ity of 
New York ) on lhe Application Date at or near the end of the .V 'unit
ing Month next succeeding the Accounting Month in which stub pur
chase by the Grantors occurs, in immediately available funds, a price 
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pqunl to the f n i r market value nl tin* wellhead or mino nt tin* l»mc of 
purchase of thc Production Payment Minerals so purchased, less the 
amount of all severance taxes ami assessments, payable hy ihc flrnntee 
or the Orantors. nT Ihc character referred to in Paragraph 4(e) or the 
last sentence of Paragraph 4. attributable lo the production and sale 
of such Produclion Payment Minerals, and the nmount of such taxes 
and assessments so deducted shall be deemed not to bo proceeds of Pro
duction Payment Minerals received or realized by the Grantee. 

0. Performance of Sales Contracts; Payments; Etc. The (irantors 
will duly perforin nil obligations hinding on them under all Sides Con
tracts in accordance with lhe tenn- thereof and wil l take all appropri
ate measures to euforee fhe performance under each of the Sales 
Contracts of the obligations cd" the purchaser I hereunder. Al l Pro
duction Payment Mineials sold by Ihe Grantors, whether pursuant to 
Sale- Contract- or otherwise, shall In- delivered by the Grantors to the 
purchasers thereof, ror the credit of the (irantee. to such point of 
purchase as is reasonably required in lhe marketing of -uch Product. 
Payment Minerals. Sn long a- no Event of Default has occurred and 
is continuing, the proceeds of the sale if all Suhject Minerals (whether 
pursuant lo Sales < 'out raets nr otherwise) -hall be paid to the (irantors 
hy the purchasers thereof or other parties obligated to make payment 
therefor. All proceeds of Production Payment Minerals -hall consti
tute trust funds in the possession of the Grantors ami all -uch proceeds 
of Produclion Payment Minerals received by the Grantors on or hefore 
the next lo la-t Rusiness Day nf each calendar month which are 
proceeds of Production Payment Mineral- produced and saved during 
any Accounting Month prior to the Accounting Month ending on the 
first day nf .-uch calendar month and not theretofore paid over shall 
In- paid nver to the Grantee at nr before 1 1 :"<• A.M. (local lime in effect 
in The City of New York) on the Application Date which m-xl follows 
the next tn la-t Rusiness Pay nf -ueh calendar mouth in hiwlul money 
ofthe I'nitod State- of America and in immediately available funds by 

a depo.-il In the credit of (he Grantee's a nml i No. :t!Mll!>7.Vt) with 
Citibank at .'{!»!• Park Avenue. New York. New York 1004.1 Cpon the 
occurrence and during the continuance of nny Event of Defa !t (but 
not otherwise), the Grantee shall have the right to receive directly 
from the purchasers of the Production Payment Minerals, nnd to direct 
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such purchasers to pay directly tn the (irantee, amounts tn IK- paid for 
purchases of Production Payment Minerals, whether pursuant to Sales 
Contracts or otherwise. 

10. Taking I n Kind. From time to time upon the giving of at least 
120 days' pr ior written notice to the Grantors Incept that no such 
notice shall be required if an Event of Default shall have occurred 
and i - continuing), the (irantee shall have the right, at its option, to 
take in kind al l or any part of the Production Payment Minerals; 
suhject, however, to ( i) the rights of any purchasers under then exist
ing Sales Contract's and (ii) the right of the Grantors to purchase 
Production Payment Mineral- pursuant to Paragraph K hereof. Each 
such notice f rom thc (irantee shall specify the Minerals to be taken 
in kind, the date such taking is to commence and the proposed duration 
thereof. Th rnntee shall market any stich Production Payment 
Minerals proi. . , tly at the best price ami on the best terms the (Irnntee 
shall determine in its good faith judgment are reasonably obtain
able in the cireum-tanees. and the Product ion Pawm-nt -hall he credited 
with the proceeds of any smh sale, in the same manner as i f such 
Production Payment Minerals had been marketed hy the Grantors. 
Xn such taking by the (Irantee shall obligate the Grantor.- to incur 
additional expenses by reason of such taking, hut the Grantors shnll 

continue to pay all I - and o\peii-e- incurred by I In-Ill in the same 
manner and to the same extent hereunder as if there had been no such 
taking, provided that the Grantors shall be reimbursed out of the pro
ceeds of sale of such Production Payment Minerals marketed by the 
Grantee pursuant to this Paragraph 10, to the extent actually incurred 
hy the (Irantors. for the amount of all the transportation costs of tin-
character referred 'o in Paragraph 3(h) ami for the amount of all 
Suhject Taxes attributable to the production and sale of the Produc
tion Payment Minerals so taken and marketed by .he Grantee and the 
amount of any such transportation costs and Suhject Taxes so reim
bursed to lh«- Grantor- shall he deemed not to he proceeds of Produc
tion Payment Minerals received or realized by the Grantee. 

11. Withholding and Restitution of Proceeds of Production Pay
ment Minerals. Al l obligations of the Grantors hereunder shall he 
subject to the applicable provisions of each statute purporting to 
provide regulation of the sale of Mineral- or establishing maxi-
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mum prices at whirli the same may lie solil ami all applicable rules and 
regulations thereunder of each governmental agency, board or com
mission having jurisdiction. Hates permitted under each such statute 
and the rules and regulations thereunder to Ite paid for natural gas or 
other Minerals included in the Production Payment Minerals shall 
be controlling if lower than prices established in Sales Contracts 
or if lower than tbe fair market value at the wellhead o<- mine. The 
Grantors shall be entitled to use their reasonable discretion in making 
filings, for themselves and on behalf of the Grantee, with any govern
mental agency, hoard or commission having jurisdiction, affecting the 
price or prices at which Suhject Minerals may he sold, f f any pro
ceeds of Production Payment Minerals shall be withheld for any reason 
whatsoever, including, without limitation, withholding by the Grantors 
pending a final, non-appealable order on any applieation for certificates 
or determinations with respect to a sale, or a rate increase, filed with 
any governmental agencv. board or commission having jurisdiction (and 
the Grantors are hereby authorized to make such withholding pending 
such final determination), the Grantee shall not be deemed to have 
received or realized such proceeds until, and only to the extent that, 
such proceeds shall actually have been received by the (irnntee; pro
vided, hoirrvrr. that promptly (and in no event later than 30 days) 
following the receipt by the Grantor-- of a final non-appealable order in 
nny such rate proceeding, the Grnntors shall promptly pay over to the 
Grantee tin- amount of any proceeds of Production Payment Minerals 
so withheld by the Grantors, in conformity with sm h non appealable 
order. If, at any time before or after receipt of the full aggregate sum 
specified in subparagraphs fa), lb). (<•). (d), («•) and ( f ) of Paragraph 
4 of this Conveyance, the Grantee shall be compelled, for any reason 
whatsoever, to make any payment or restitution, or such payment or 
restitution shall be made for the account of the Grantee, on account of 

proceeds of Production Payment Minerals, which proceeds have 
a.i' .'itly been applied pursuant to the provisions of Paragraph li of 'his 
Conveyance, lhe unliquidated balance of the Primary Sum shall fmth-
with be increased by the amount of the proceeds so paid over by t r for 
the no mt of the Grantee plus the amount of any payments ma le by 
or imp1 sed against the Grantee in the nature of interest, damages and 
penalties: prnriu'd. hnut rer, that. if. at the time of such payment or 
restitution, the entire Primary Sum shall have been liquidated, the Pri
mary Sum shall be deemed not to have been so liquidated and the un-
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liquidated balance of tin* Primary Sum shall thereupon he deemed to 
be in LI.e amount of thc proceeds so paid over plus the amount of any 
payments made by or impose.] against the (irantee in the nature of 
interest, damages and penalties. 

12. Protection to Purchasers of Production. No person purchasing 
or taking or processing any Subject Minerals shall be required to 
take notice of, or keep informed as to, the discharge or termina
tion of the Production Payment until the actual receipt by such person 
of written notice advising such person of such discharge or termination. 

13. Certain Payments by Grantor,. Tbe Grantors wil l tender and 
pay, or cause to be paid, punet»••''... before they shall become delin
quent lor as to any thereof which are being contested in good^aith, 
promptly after the final determination of such contest), the fol lowing: 

la) all »</ n i ton in taxes (nr faxes imposed in lieu thereof), 
all gross production, severance, excise and sales taxes, the excise 
tax imposed on any windfall profit from taxable crude oil by the 
Crude Oil Windfa l l Profit Tax Act of HM) and any amendments 
or supplements thereto >r tax enacted in substitution therefor, 
.ind any similar tax imposed or assessed with respect to or 
measured by or charged against or attributable to the Production 
Payment or the Production Payment Mineral-, or the proceeds 
thereof, or against the (irantee by reason of its ownership of the 
Production Payment or against any assignee or mortgagee of the 
Production Payment by reason of his or its interest as assignee 
or mortgagee, together with any interest or penalty payable in 
connection therewith, but any other tax. including, but not limited 
to. any tax imposed on net income or the right to do business 
sliall be payable only to the extent provided in subparagraph (b) 
below; 

fb ) all taxes or other governmental charges of any kind or 
character whatsoever imposed on the Crantee (but not an assignee 
of Crantee) by any jurisdiction, including franchise and income 
taxes, other than income taxes imposed on ( i ) the amount received 
pursuant to subparagraph (e) of Paragraph 4 hereof, and ( i i ) any 
gain attributable to the sale nr other disposition, in whole or in 
part, of the Production Payment to the extent -uch gain is attrib-
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utablo to consideration received by the Or;. in excess of the 
unliquidated halance of the Primary Sum all- .able to the portion 
of the Production Payment so sold or disposed of; and 

(c) obligations of the chara ter rof< red to in subparagraph 
(f) of Paragraph 4 hereof. 

Grantors shnll have the right at their oxpmse to contest any tax in 
good faith. The tnxes which Grantors have agreed to pay or cause 
to be paid in subparagraphs (a) and (b) above are herein called "Sub
ject Taxes". 

14. Covenants of the Grantors. Until stich time as the Production 
Payment hns terminated ns provided in Paragraph 5 of this Convey
ance, the Grantors will, at their expense and regardless of wdio may b'-
the operator or operators of tlie Subject Interests: 

(a) subject to the provisions of subparagraph (c) of this 
Paragraph 11 and the provisions of Paragraph 21 of this Con
veyance, cause the Suhject Inter»-ts to he maintained and devel
oped and continuously operated for the production of Minerals 
in a good and workmanlike manner and in accordance with sound 
field o. mining practices and all applicable federal, state arid 
local laws, rules and regulations (except these being contested 
in good faith), all such operations to be carried on, to the extent 
reasonably practicable, without any preference being given to 
Minerals from sources other than the Subject Interests because 
of the fact that Grantors have created and conveyed the 
Production Payment: provided, however, that nothing contained 
in this subparagraph (a) shall be <i<-'-mod to pn vent or restrict nny 
Grantor from electing not to part e in nny operation which is 
to be conducted under the terms o y operating agreement, unit 
operating agreement, contract foi development or similar instru
ment affecting or pertaining to the Subject Interests (or any por
tion thereof) nnd allowing consenting parties to conduct noncon
sent operations thereon, if such election is math- l y such Grantor 
in gr.od faith and in conformity with sound I eld or mining 
practices; 

(b) jointly and severally assume liability for, und hereby 
agree to indemnify, protect, defend, save aud keep harmless the 
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Grantor, nnd nny lender lo the Grantee and their representatives, 
and any successors und assigns from and against any and all 
royalties and all liabilities, obligations, losses, damages, pen nit ies, 
fines, claims, actions, suits, costs, expenses and disbursements 
(including, without limitation, fees and disbursements of counsel 
nnd other legal and investigative fees and expenses) of whatsoever 
kind and nature, which may at any *ime be imposed on, be incurre 1 
by or on behalf of or be asserted agaii st the Grantee or any such 
lender and in any way related to or arising out of (i) the owner
ship, producing, handling, storing, transporting, refining, control
ling or other d.-position of any Subject Minerals or uny Production 
Payment Minerals (including, without limitation, the leakage or 
spillage of, or other pollution by, any Subject Minerals or Produc
tion Payment Minerals, or uny tort claim or -laim for damages of 
any kind or nature and any claim cr liability in. respect of uny 
adverse environmental impact or effect) or (i i) any investigation, 
litigation or proceeding related to any acquisition or proposed 
acquisition of all or any portion of the -took or substantially all of 
the assets of any Person directly or indirectly with any of the 
proceeds of the Purchase Price, whether or not the Grantee or uiiy 
such lender is a party to such acquisition. The obligations of the 
Grantors underthis subparagraph (b) shall survive the termination 
of the Production Payment. All nnyments required to be made 
pursuant to claii-e ( i i i of this -nip; graph ih) shall be made 
directly to the Grantee or -mli |i*ndei t Citibank New York, upon 
written demand by the (irantee or sueh lender. No prevision of 
Inis subparagraph lb) or any other provision of thi- Conveyance 
shall be con-trued lo he a waiver on lhe part of Ihe Grantee or 
such lemh r of the benefit of ,m\ limitation of, or exemption from, 
liability accorded by any statute or rule of law; 

(c) cause al! machinery, equipment nnd facilities of any kind 
(including production platforms now or hereafter located on tbe 
Subject Int rests (or any portion thereof) nnd •• • T V to the 
effective operation thereof for the production i ds there
from to be provided anil to be kept in good and i operating 
condition, ond all repairs, renewals, replacements, mentions and 
improvements thereof or thereto needed for such purpose to be 
duly made or provided for; provided, however, that the Grantors 
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fihn.ll not hp inquired to repair, replace or rebuild any suoh machin
ery, equipment or facilities ns to Subject Interests f rom which 
Minerals arp produ I l i t when such Subject Interests ure joint ly 
owned am! ore operated by n party other than nny Grantor or an 
Affil iate of nny Grantor and the operator decides not to repair, 
replace or rebuild such equipment, ( i i ) when failure to do so would 
not materially adversely aiTect the rate of production of Minerals, 
or ( i i i ) i f , as to any production platform located rn the Subject 
Interests (or any portion thereof), including without l imitat ior , 
equipment, machinery and facilities of any kind thereon, or 
any well or wells located on any such production platform, the 
Grantors shall pav over to the Grantee, tor application to the dis
charge of the Production Payment, (x) quarterly, on or before 
1 1 :(«! A .M. (heal •ime in elTee! in The City of New York) mi each 

Qunrterly Application Date (herein in this Paragraph 14(c) called 
a "relevant Quarterly Application Date") commencing with the 
second such Quarterly Application Date next following the de*? of 
loss of or damage to the relevant platform, that amount which, 
when a.Ided to all other amounts received by the Grnnt«p pursuant 
to the provisions of Paragraph (i hereof during t l unrtorly 
period commencing with (but not including) the In. . preceding 
Quarterly Application Date and endt.ig with and inclu'"ng the. 
relevant Qunrterly Application Date, wil l cause the Grantee to 
receive on or before the relevant Quarterly Application Date a 
sum equal to (A the aggregate ot the amounts to be applied in 
accordance with subparagraphs (a), (b) , (c). (d) anti (e) of 
Paragraph (i hereof during snid quarterly period, plus, nfter the 
commencement of the Second Production Period. ( I f ) an amount to 
be applied in accordance with subparagraph ( f ) of snid Paragraph 
6 sufficient to reduce the unliquidated balance of the Primary Sum 
on or before the relevant Quartet ly Application Date to an amount 
equal to ( h the unliquidated balance of the Prima*"' Sum on the 
lest preceding Quarterly Application Date (after tne application 
made on that dnte) less (2) an amount determined by multiplying 
the Primary Sum nt the close of business on July 31, 1983 by the 
percentage shown on the Discharge Schedule under the heading 
"Hydrocarbons Monthly Percentage" or, in the event the Supple
mental Instrument of Conveyance of Production Payment has been 
executed und di red, under the heading "Minerals Monthly 
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Percentage", fer each of tlio Application Dates in snid quarterly 
period, nnd aggregating the products of such calculations (the 
aggregate of all siudi quarterly payments made under this clause 
(x) in respect of such platfonn (including nil wells located 
thereon) not to exceed the aggregate fair market value at the 
wellhead, as reasonably determined l.y the (irantors with the 
concurrence of (he (irantee. nr. if the (irantee shall not concur with 
such deten nat ion by the (irantors. as d rmined by Ryder Scott 
Companv I'etmleuin Engineers or otln ndependent petroleum 
engineers satisfactory to the (irantors nm. the Crantee, as of the 
date of loss of or damage to the relevant platfonn, of all Subject 
Minerals that would have heen produced In . in wells previously 
rompb'tod on such plntform had the necessary repairs, replace
ments or rebuilding of such production platform, ami any neces 
snry redrilling reworking of such wells, been enrried out), or, at 
Ihe snle option nf the Grantors, (y) within thirty (30) dnys after 
the first to occur of (A I the receipt by the (i rantors of the proceeds 
of any insurance reeow n d h\ the (irantors on account of loss of 
or damage to smh platform nr (I t ) the expiration of one (1) year 
from the date of such loss or damage, an amount equal to tbe 
aggregate fair market value at the welllim of the Subject Min-
erih: referred tn. ami determn d ns provided in. clause (x) above, 
and the amount of nny such payments to the (irnntee shall be 
deemed to be proceeds nf Production Payment Minerals for all 
purposes of this Cmivey nee and shnll hi- included in the written 
statement io be furnished to the (irantors by the Crantee pursuant 
to the Inst paragraph of Paragraph •> hereof, but may he reflected 
as a payment received from the (irantors pursuant to this sub-
pariuraph(e) ; 

(d) cause all necessary and proper s. »ps to be taken diligently 
to protect and defend the Subject Interests, the S diject Minerals 
and the proceeds thereof against nny adverse clan', or demand, 
including, without limitation, the employment or u. of counsel 
for the prosecution or defense of litigation and the eon."st, settle
ment, release or discharge of any such claim or demand; 

(e) cause writ ten notice to be given to the (Irantee t.\ ->very 
adverse claim or demand made by any Person materially afi " i n g 
the Subject Interests, the Suhject Minerals or the proceeds L ' t r*-
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of in nny manner whatsoever, and of any proceeding instituted 
in respect thereof; 

( f ) cause tiie interest of the Grnntors in ench of the Subject 
Interests to be '.opt free and cb-ar of liens, liargos and encum
brances of every chnracter, other tlinn those which nre of a char
acter eustomnrily found in connection with comparable drilling, 
mimng nnd producing operntions nnd -vhich do not materially 
adversely affect the operation of the Suhject Interests and other 
thnn those lieomnirg effective only nfter termination of the Produc
tion Payment as provided in Paragraph ."> of this Conveyance; 

(g) subject t" • provisions of Paragraph 21 of this Con
veyance, cause all Leases included in or relating to the interests 
described or referred to in Exhibi' A and under which thc (.rantor 
is lessee, sub lessee or assignee to be maintained in full force and 
effect without amendment, modification or wniver of any provision 
of nny such Lease which might materially adversely affect the 
right- of th.- Grant..- under lui- Conveyance j 

(h) (i) mnintnin, or cause to he maintained, insurance insur
ing the rantors. to the extent of their respective interests therein, 
ngninst loss of or dnrnat:>- to nny ami nil machinery, equipment and 
facilities of any kind (including nil production platforms) now 
or h.-renfter located on the Subject Interests (o" any portion 
thereof) in amounts equal to the full insurabl* value of *he Gran
tors' interest (ns if this Conveyance had . i t been executed and 
delivered) in such machinery, equipment nnd, facilities and 
covering loss or damage due to fire and windstorms, hurricanes 
and such other events, including blowout nnd crntering, usually 
covered by insurance enrried by conq aides engaging in similar 
business nnd owning siniilnr pro,>ei ties in thc snme general area 
or ureas in which the relevant Subject Interests nre located, and 
(ip in addition to the insurance cov« rage required under clause 
(i) above, maintain, or cause to lie maintained, insurance in such 
amounts and covering such riskn as is usunlly carried by com
panies engage.; in similar business and owning similar properties 
in the same gono.nl area or areas in vhich the relevnnt Subject 
Interest., nre 1 -cnted and a mny be required by applicable law, 
which coverage shall in any event include the following: 
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(A) general public liability and property damage insur
ance, endorsed to include offshore operations, insuring the 
Grantors ngninst linbility for injury to persons or property 
as a result of or growing out of the ownership, operation or 
development of the Subject Interests (or any portion thereof) 
or the production or transportation of Minerals therefrom, 
with a limit of liability of not less than $500,000 for each 
occurrence; 

(P») automobile public liability and property damage 
insurance, insuring the Grantor against liability for injury to 
persons or property growing out of the ownership or opera
tion of automobiles (including leased automobiles) in connec
tion with the activities described in clause (A) above, with a 
limit of liability, of not h ss than $5(10,000 for each occurrence; 

(C) aviation puhlic liability and property damnge insur
ance, insuring the Grantors against liability for injury to per
sons or property growing out of the ownership or operation 
of aircraft (including leased aircraft) in connection with the 
activities described iu clause (A) above, with a limit of liability 
of not less than $!0.<W)0,0l)() for each occurrence; and 

(D) marine pi ,.! lird'lity and property insurance, insur
ing the Grantors against liability for injury to persons cr 
property growing out of the ownership or operation of barges 
or vessels (including chartered barges or vessels) in connec
tion with tin- activities described in clnuse (A) above, with a 
limit of liability of not h ss than $500,000 for each occurrence. 

All insurance required by this subparagraph (h) shall be 
maintained with »"o.» poind hie and reputable insurance companies or 
associations. 

(i) In the event the Supplemental Instrument of Conveyance 
of Prod i f tion Payment is executed und delivered, cause al! eon-
tracts and rights (as in effect on the date hereof), will, respect to 
Ihr ga» ai d . . . i i -appl} 11-• • I in mi i . ction with In. milling of 
tin- Kuhi e" S d| im r. |o 11- in.i ul allied in lull force and • licet vvith-
oul an\ aim u ut, modi licit ion oi waiver whe !! might materially 
•ul' orM'ly alTi - t the right- of the Grantee. 
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Notwithstanding tho provisions of subparagraphs (a) ana (g) 
of this Paragraph 14. the (irantors -hall hnve tho right *o abandon 
any Subject Inter-st cr nny portion diereof from A'hrh Minerals nave 
been produced and to discontinue performance of their obligations 
under snid subparagraphs with rnspeel to such Subject Interest or 
such portion then of when (A) with respect to Suoject Interest.-? in 
Hydrocarbons there is no well located on such Subject Interest or 
suoh portion thereof which is capable of producing Hydrocarbons in 
paying quantities nnd when the Cranton have reasonably determined 
(i) that no existing well rnnv be recompleted, nnd no additional well 
mny be completed, thereon which would no ennahh- of producing 
Hydrocarbons in paying quantiti* nnd (ii) tbnt no pressure main
tenance or other recovery techniques or methods then currently in use 
by prudent operators may be instituted with re icol to any existing 
well which would result in the production frnm such well of Hydrocar
bons in paying quantities (for purposes of this sentence, nn\ Subject 
interest or any portion thereof which is committed to n unit or a joint 
operation and which is thereafter permanently abandoned untie*1 the 
applicable unit or operating agreement prior to termination of the 
und or joint operation, shnll be doomed an abandonment of such Sub
ject Interest or such portion, ns the case may he, by lhe (irantors which 
is permitted): ami (It) with respect to Subject Interests in Sulphur, 
there is no mine located nn such Subject Interest or such portion thereof 
which is capable of producing Sulphur in paying quantities. 

For all purposes of this Paragraph 14. an existing well or mine 
located on any Subject Interest shall be deemed to be capable of 
producing Minerals "in paying quantities" unless a condition not of a 
temporary nature shall exist whereby the aggregate value of the Miner
als produced from such well cr mine, as the case may he, is less than 
the direct costs of operating such well or mine and preparing the 
production thereof for marketing. Further, a well on any Subject Inter
est in 11 yd men rb< ms which may result from additional drilling or which 
may be the subject of rccotr.pletion, pressure maintenance or other 
recovery t.^hniqiios or --'thuds shall not be deemed to be capable of 
producing Hydrocarbons " in paying quantities" if. in the light of con
dition . existing nt the time of the determination and which are not of 
a temporary nature, it is estimated that the aggregate value of the 
Hydrocarbons to be produced from such well shall not exceed the then 
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estimated direct costs of operating sueh well and preparing the produc
tion therefrom for marketing, as well as the direct costs of providing 
the necessary installations for. and carrying out, any pressure main
tenance or other recovery techniques or methods properly allocable to 
such well and the direct costs of recomputing such existing well or drill
ing, completing and equipping such additional well, in each case to the 
extent such direct costs are allocable to such Subject Interest. 

As used herein, "direct costs" shall mean nnd include only (i) the 
cos» of labor, transportation, other services, materials, equipment and 
supplies, (ii) amounts paid or to be paid independent contractors and 
(iii) amounts charged under applicable operating or unit agreements 
for or in Hou of general or administrative overbend or. with respect to 
those Subject Interests which are not subject to operating agreements, 
a reasonable amount for general and administrative overhead (which 
latter amount shall not in nny event exceed fiCJ of the costs nnd 
amounts referred to in clauses (i) and (ii) above). Payments on 
account of the Production Payment or on account of royalties, over
riding royalties or any other payments out of production shall not be 
deemed to constitute "direct costs". 

Anything contained in this Paragraph 14 to the contrary notwith
standing, the (irantors shall not IH- obligated to perform undertakings 
performable only by the operator and which are beyond the control of 
the (irantors with respect to individual Subject Interests of which none 
of them is the operator. In such case, however, the (Irantors will use 
their best fforts to secure tbe performance of ench of such undertak
ings. 

15. Access to the Subject Interests. The (Irantors shall permit any
one or more representatives designated by the (Iron toi lo make any 
inspection of tlio Subject Interests at nny reasonable time ns the 
(Irantee may reasonably request. In addition, the (Irantors shall furnish 
to the (Irantee such detailed information ns the (Irantee may reasonably 
request in writing concerning the Subject Interests, the operation 
thereof and the production nnd sale of the Subject Minerals therefrom, 
provided that the (irantee shall conform to such confidentiality and 
secrecy requirements respi >-ti:ig such information as the (irantors shall 
in writing i at onably request. 
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16. Pooling and Unitization. Anything herein to the contrary not
withstanding, the Grantors may, without the consent of the Grantee 
(unless any party having nn interest in the proposed unit is an 
Affiliate of nny Grantor holding an interest in the unit not attributable 
to a Subject Interest, iti which cnse the prior written consent of the 
Grantee shnll be required !•< be ohtnined (exee.pt ns to a unit required 
bv governmental aut'i " i . .'or which no consent sliall be required), 
which consent shall not he unreasonably withheld), pool, combine, 
comm unitize or unitize any Subject Interest (or nny portion thereof) 
from time to time with other leasehold, mineral or other interests to 
form units, or to reform, expand or modify units theretofore formed, 
when, in the judgment of the Grantors, it is necessary or advisable to 
do so in order to facilitate the orderly development or operation (in
cluding repressuring, pressure maintenance, cycling, water flood and 
secondary recovery operations) of any Subject Interest (or any portion 
thereof). The interest in nny such unit accruing or attributable to nny 
Subject Interest (or nny portion thereof) included therein shall be 
Riibject to the Production Payment in the same manner nnd with the 
snme effect ns though such unit were specifically described in Exhibit 
A. The signature or joinder of the Grantee shall not be necessary to 
the instruments evidencing the pooling and unitization herein author
ized. 

17. Default by the Granters and the Remedies of the Grantee. 
Any of the following events shall be an Event of Default (each such 
event being here.n called nn "Event of Default") under this Convey
ance: 

(a) nny representation or wnrranty contained in Paragraph 
20 of this Conveyance or in nny certificate or statement delivered 
by the Grnntors (or nny of their officers) pursuant to subparagraph 
(b) of Paragraph 7 of this Conveyance shall be untrue when made 
in any respect which adversely affects the rate of discharge of the 
Production Payment or otherwise materially adversely affects the 
interests ofthe (Irantee hereunder; or 

(b) any Grantor shall default in the performance or obser
vance of nny term, covenant or condition on sueh Grantor's part 
to be performed or observed hereunder which default adversely 
affects the rate of discharge of the Production Payment or 
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and shall ho ontitlod to roimlnirsemont therefor from tho (irantors, 
together with interest on sueh amounts at a rate equal to the lesser 
of fx) the maximum rate of interest that may he lawfully charged 
on such amounts under applicable law or (y) the Applicable Ratl
in effect during the period from and including the date of such 
expenditure to the date of reimhursemer*; or 

(ii) upon written notice to the Grantors, succeed to all rights 
of the Grantors with respect to the possession, operation and devel
opment of the Subject Interests, and may use in connection there
with all of the appurtenant property, both real and personal, 
situated upon the Subject Interests (.or any portion thereof) or 
used or held for future use in (-.ninection therewith, or in connection 
with thc production, storing, transporting or sale of tho Subject 
Minerals, and the Grantee shall have the right, on behalf of and 
for ihe account of the Grantors, to sell the Subject Minerals, and 
the Grardors shall, upon demand, reimburse the Grantee for all 
amounts so expended by the Grantee, together with itdorest on 
such amounts at a rate equal to the Applicable Hate in effect dur
ing the period from and including the date of such expenditure 
to thc date of reimbursement; or 

(i i i ) apply to a court of equity for the specific performance 
or observance of any such term, covenant or condition referred 
to in subparagraph (b) above or in aid of the execution of any 
po'ver herein granted and for the appointment of a receiver of the 
Subject Interests and the Subject Minerals. 

18. Exercise and Termination of the Remedies of the Grantee. 
All rights and remedies granted by the provisions of Paragraph 17 of 
this Conveyance and otherwise belonging to the Granti"- shall bo cumu
lative, and no exercise of any right or remedy shall preclude the exer
cise of any other right or remedy. Any r',_rid or remedy may be exer-
cirod on one or more occasions without exhaustion thereof. All such 
rights and remedies shall terminate: 

(a) when the Produc.ion Payment is discharged and all 
amounts then due and payable to the Grantee pursi ant to the terms 
of Paragraph 17 of this Conveyance (including . mounts payable 
on account of interest) shall l ave been paid in full , or 
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(b) nt nny earlier time when all defaults of the Grantors 
shall have been remedied and all sueh amounts shall have been 
duly paid in f u l l , without prejudice, however, to the exercise of 
any rights conferred upon the Grantee upon any subsequent 
failure of the (irantors to perform or observe any of the terms, 
covenants or conditions herein provided to be performed or 
observed by the Grantors. 

10. Reports to the Grantee. While the Production Payment 
remains in force and efTect. the Grantors wi l l , at their expense, furnish 
to thc Grantee: 

(a) Monthly, on or before the 2">»h day of each Accounting 
Month, or i f sueh infonnation is not available to the Grantors 
by such date, within live days after the required information is 
received by tin- (irantors, a report, in form aud sllhslance satis
factory to the Grantee, showing ( i ) the gross qlinn*ity of oil, con
densate, plant products and gas an !. i f the Supplemental Instru
ment of Conveyance of I'rodtielion Payment has been executed 
ami delivered, of sulphur, Deluded in the Subject Minerals sold 
by tin' Grantors, or talon by the Grantors for their own use. during 
thc preceding Accounting Month, ( i i ) the tut quantity of oil . con
densate plant products ami gas (af ter deduction of oil and gas 
used in connection with the operation of the Subjeel Interests) 
included in the Subject Minerals pt lnced and sold by thc 
Grant.>r-. or It-ken by lhe Grantors for their ow n use, during such 
preceding Accounting Month, ( i i i i Ihe gross proceeds received 
f iom such sale, or attributable to sueh taking, of Subject Minerals 
(to the extent of tin- Grant.u- ' del revenue inter.--! therein) 
during smh preceding Accounting Month, separately stated rs to 

011. condensate, plant products, gas and. i f lhe Supplemental ! .stru
ment cd' Conveyance of Production Payment has been ex •cnted 
and delivered. :ts to -ulphur. ( iv) Ihe amour 1 of all costs incurred 
by the Grnntnrs in transporting Subject Minerals so sold to the 
point cd' sale if -ah- is noi made at Ihe wellhead or mine, fv ) the 
amount of all taxes and assessments attributabl" to (he production 
and sab- of such Subjeel Minerals, (v i ) that portion of the fore
going quantities, proceeds, transportation costs, taxes and assess
ments allocable to the Production Payment Minerals and (vi i ) all 
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"iroot costs and operating costs incurred by thc Grantors in pro-
. ueing and processing Subject Minerals. 

(b) Annually, within DO days after the end of each fiscal year 
of tin- Granior.-, .1 ro-ervo report ut' Uyder Scull Company Petro
leum Eng. i-"ts (or other independent petroleum engineers satis
factory tn the (irantee and 'he lender- in the (irant"e), -ul.-tan-
ti-dly in the form and eonl diiiug tie- -..nn- information (as nf the 
end uf such fiscal year) ami u^'iiy th.' -ani" de nitrons and as.-ump-
tions wi th respect to the Hydrocarbons recoverable f rom proved 
reserves n t t r ib ' table tu the Subject Interests as the h l ler report 
of Ryder Scott, dated June 20. 1981. delivered to the Grant - and 
the lenders to the Grantee prior to the date hereof. 

(c) Such other infonnation and reports (including financial 
statement- uf the Grantors and or reports in respect of -ulphur) 
as the (irantee may from time to time reasonably request in 
wri t ing. 

20. Represent;:'dons, Warranties and Covenants, (a) The 
Grantors jo in t ly and severally represent and warrant as follows: 

( i ) tbe Grantors have good and marketable title to the Sub
ject Interests, which nre presently valid, subsisting and in fu l l 
force and effect, subject only to this Conveyance and lhe ev 'op
tions. r e - t r i c t i " i i - . reservations liens, chargi -. encumbrances nd 
other matter-, i ' air.. a- are-cl for th Ml Exhibit A rein'ive thereto, 
and -uch Sal. s I'm.true.- 01 i-rali ogre ineiits, unitization and 
pooling ngp emetit- and oilier a'jri enieut- a - are ou-!ninnrily loi'nd 
in con m-et ion with com parable' dr i l l ing, minim: and prod icing oper
ations, none of -.vhich. -in-:I- or in thi nggrcgate. nr.tonally 
adversidy nffeet Production Payment nr the Production Pay
ment M n e i - l - ni tlie pim 1- thereof, or lhe rights of the Grantee 

therein . r advei -ely alTects the rate of discharge of the Produ tion 

Paymeti ; 

( i p the Grantor- ' interest in production of TTydrocarbons 
produced f rom ench Subject Interest specifically described in 
Exhibit A hereto (after deducting all applicable royalties, over-
rid i ig royalties, production payments and other payments out of 
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production not nwnn 1 hy tho Grantors nnd r< Tor ' giv'tifc efievt to 
the Production Payment hereby conveyed to the Can tee) »« ;»t 
tlii' duh' hereof im l i - - - than timt int«• •. »!i'»wn under tin Ii 
ing "Not Rovenuo Interest'' oppos te tin. desu ipt.nr oi each - uch 
Subject Interest; 

(iii) the Grantors have the lej'al right, power ni.d a -horit • 
to crente nnd confer upon the Grnrtee the rights of ihc G'an*"« 
granted by the terms of this Convey-tnce; 

(iv) the Production Payment is, and at the time of proper 
recording of this Conveyance in each place ,»s may be required by 
law in order fully to preserve ami protect the interest of the 
Gruntee in the Production Payment will be, free nnd clear of all 
liens, charges and encumbrances i every character, except the 
liens, hurges and encumbrances p rmitted b\ Pnrngraph 14(f) 
hereof nnd except sucn li«'ns, charges and encumbrances ns may be 
vested in persons claiming the Production Payment or any interest 
therein by. through or under the (irantee; 

(v) nil taxes and assessments of nny kind whatsoever (other 
than those contested by the Grnntor in good faith) imposed or 
assessed with respect to or measured by or charged against or 
attributable to the Subject Interests have been duly paid or pro
vided for; 

(vi) th"re ore no suits or proceedings pending or. to the 
knowledge of the (irantors. threatened against or affecting tbe 
Subject Interests, or nny part thereof, or the sale of Subject Min
erals p duood therefrom, U-fore any court or by or before any 
governmental commission, bureau or nny regulatory authority, 
which if di cided adversely to the interests of the Grantors would 
materially adversely affect the Production Payment, or the Pro
duction Payment Minerals or the proceeds thereof or rights of the 
Grantee therein or would adversely affect the rate of discharge of 
the Production Payment; 

(vii) to Grantors' knowledge, all rents nnd royalties that have 
become due prior to the Effective Date with respect to the Sub
ject Interests or production therefrom, and nil liabilities of any 
kind or nuture incurred with respect to the Subject Interests prior 
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to such dnte, have boon paid or have b"on provided for, and no 
Grantor has received aay : 'lice of default or claimed default with 
respect to the Subject Inb rests or any part thereof or auy interest 
in production therefrom; and 

( v i i i ) all prices received by Grantors under presently existing 
Sales Contracts are collected in accordance with all existing rules, 
regulations, and orders of the Federal Energy Regulatory Com
mission, or its predecessor, -tablishing maximum lawful prices 
for the sale of natural gas. 

(b; The Grantors hereby joint ly and severally bind themselves, 
their successors and assigns, to warrant and forever defend their title to 
the Subject Interests and the Grn ice's tit le to the Production Payment 
against the lawfu l chums and demands of every person who shall claim 
the same or any part thereof, and the (irantors wi l l indemnify and hold 
the Grantee harmless from and against all loss suffered by the Grantee 
resulting * un any failure td' or defect in the title to the Subject 
latere is or the Production Payment as warranted above in this Para
graph 20. This Conveyance is made with f u l l substitution nnd subroga
tion of the (irantee in and to all covenants and warranties by others 
heretofore given or made in respect of the Subject Interests or any part 
thereof. 

(c) The Grantors jointly and severally represent and warrant as 
foliows: 

( i ) Each of the Grantors is a corporation duly organized and 
validly existing in good standing under the I: vs of the State of 
Delaware, is hdy qualified and in good standi : as a foreign cor
poration in each State in which such Grantor owns Subject 
Interests and has the legal right, power and authority, corporate or 
otherwise, to conduct its business and to own its properties \ includ
ing the Subject Interests) and to convey to the Grantee the Pro
duction Payment and all of the . ights, titles, interests, estates, 
remedies, powers and privileges appurtenant or incident thereto in 
the manner hereby contemplated, and to execute and deliver, and 
to perform all of its obligations under, ihis Conveyance. 

( i i ) The making and performance by tho Grantors of this 
Conveyance, and the convoying by the Grantors to the Grantee of 
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the Production Payment, have been duly authorized by all neces
sary corporate action (including any shareholder approval) on 
the pnrt of each Grantor and do not and will not (A) violate 
any provision of any iaw, rule, regulation, order, writ, judg
ment, decree or determination presently in effect having appli
cability to any Grantor or of the Certificate of Incorporation 
or By-laws of any Grantor, or (P.) result in a breach of or 
constitute a default under ary indenture or hunk loan or credit 
agreement o. any other agreement or instrument to which any 
Grantor is u party or by which it or its properties may be presently 
bound or affected or (C) result in or require the creation or imposi
tion of any mortgage, lien, ph dge, security interest, charge or otlier 
encumbrance on, upon or of any of the properties or assets of any 
Grantor (including the Subject Interests) under any such inden
ture, bank loan or credit agreement or other agreement or instru
ment: and no Grantor is in default under any such order, writ, 
judgment, decree, determination, indenture, agreement or instru
ment in any way which materially adversely affects, or may 
materially adversely affect, the ability of the Grantors to perform 
their obligations uni ler this Conveyance; and all consents or 
approvals under such indentures, agreements and instruments 
necessary to permit tin valid execution, delivery and performance 
by the (irantors of this Conveyance and the conveying of the 
Production Payment by the Grantors to the (irantee have been 
obtained. 

(iii) Assuming the due authorization and execution thereof 
on the part of the Grantee, this Conveyance constitutes tbe legal, 
valid aim binding obligation of the Grantors enforceable against 
the Grantors in accordance with its terms, except as limited by 
bankruptcy, insolvency or other similar laws of general applica
tion relating to or affect ing tht ei forcement of creditors' rights. 

(iv) All consents and waivers necessary to permit the valid 
conveying of the Production Payment to the Grantee have been 
obtained or the time for giving such consents or waivers has 
expired following a written request therefor given by the Grantor. 

(v) No authorization, consent, approval, license or exemption 
of, and no filing or registration with, any court or governmental 
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department, commission, board, bureau, agency or instrumentality, 
domestic or foreign, is or war. necessary to the vnlid execution nnd 
delivery by the Grantors of this Conveynnce or to the conveying 
by fhe Grantors to the Grantee of the Production Pnymenl or to 
the performance by the Grantors of their obligations under tliis 

Conveyni fother than, in the State of Louisiana, wilh regard to 
lea-e< f rom the Stat.- !* T.oui-mna nr noliticnl sulwltvisions thereof, 
certain government.'!' pprovnls which are not obtainable prior to 
the execution nnd (' livery hereof nnd which nre normally routine 
nml wil l lie i . . I in •hie .*nur«el and iu the case of the perform
ance by the Grantors of snch obligations, such authorizations, con
sents, approvals, licenses or exemptions which are routine nml 
either have heen obtained or wil l be btained in due course. 

(v i ) No fire, explosion, nroident. earthquake, net of the public 
enemy or other casualty (whether or not covered by insiirnnce) 
materially adversely affecting any ni terial portion of the Subject 
Interests or the operation thereof, or materially adversely nffecting 
the abil i ty of the (irantors to perform their obligations under this 
Conveyance, has occurred. 

(v i i ) The offices whore the Grantors keep their r- poet ive 
record ' concerning the Subject Interests and the Production Pay
ment and the payments to be made to tho Grantors in respect of 
product ion f r om tho Subject 1 crests and espoct of the Pro
duction Payment are located in the State ol xas. Tie Grantors 
hereby agree that --nch records will he kept in sin It Stale or, 
after (if) days' prior written not iei t.> the Grantee in respect there
of, in any other Stato or States ol '• Cnitcd Stales. 

( v i i i ) Xo information, exhibit, memorandum or report 
(excluding estimates contained therein) furnished in writ ing by the 
Grantors to the Gran'oe in connection with tho sale of the Produc
tion Payment, or by lhe Grantors to Ryder Scott Compnny Petro
leum Engineers or DcGolycr and MneNailghton in connection with 
their evaluation of Ihe Subject interests contained any material 
misstatement of fact or omitted to stale a material fact relative to 
the subject matter thereof or any fuel necessary lo make the state
ments contained therein not misleading. All estimates so furnished 
were prepared on the basis of assumptions, data, information, 
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tests or conditions believed to IM* valid or accurate or to exist at 
tho timo suoh material was so furnished. 

(ix) All of the properties nnd interest with respect to which 
value was given in the financial nml engineering reports submitted 
hy llyder Scott Company I'etroleiim Engineers und the Grnntors 
to the Grantee nnd its lenders in connection with the negotiations 
for tlie purchase und financing of tlie Production Payment nre 
Subject Interests (or, if less than all, thc net effect of such differ-
euro i« negligible). 

(x) Since March .11, 108] there hns not been such n significant 
adverse change iu the financial condition of the Grnntors, viewed 
ns n whole, ns to materially impair their ability to perform the 
obligation- «>f the Grantors >et forth in this Conveynnce. 

The covenant-, representations nnd warranties contained in this 
Paragraph 20 -hall siiixive ihe discharge ol ihe Production Payment. 

Jl. Transfer of tht Subject Interests. Ex "opt to the extent required 
by the terms of the relevn .t operating agreement, unit operating agree
ment, contract for do* olopimml or other instrunient in connection with 
nonconsent operations conducted with respect to any Subje-t Interest 
(or nny portion thereof) ns to which uny Gruntor's election not to par
ticipate shall have been made iu conformity with the provisions of 
Parngrnph 14(n) of this Conveyance, nnd except as otherwise permitted 
by Paragraphs 14 ami Iti of this Conveynnce, the Grnntors shnli not, 
prior to the termination of the Production Pnyment, without the prior 
written consent of Ihe Grantee, which consent shnll not be unreasonably 
withheld, make or permit (i) nny surrender, abandonment, snle, con
veyance, assignment, lease, sublease or farmout, in whole or in part, 
of any of the Subjeel Interests insofar ns they include or cover Hydro
carbons, or (ii) after the execution nnd delivery of Ihe Supplemental 
Instnunent of Conveyance of Production Payment, nny surrender, 
abandonment, sale, conveyance, assignment, b ase ur sublease, in whole 
or in part, of any of the Subject Interests insofar as they include 
or cover sulphur. 

22. Exception to Payments. The acceptance by tin Grantee of anv 
payment hereunder shall not preclude thu Grantuo from "g exC8p> 
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tion to the correctness of tho amount tunroof; provided, however, that 
nny such exception must ho specified hy tho (Irnntee in a notice given 
to the (Irantors within 12 months after the date such payment is made. 

2.1 Transfer of the Production Payment. Nothing contained in this 
Conveyance shall he construed to limit or restrict in any way the right 
of the Crantee to sell, convey, assign or mortgage the Production Pay
ment, in whole or in part. 

24. Rights of Mortgagee or Trustee. Tf the Crantee shali at nny 
time execute a mortgage or deed of trust covering ull or part of the 
Production Payment, tho mortgagee(s) or trustee(s) therein named 
or the holder of any obligation secured thereby shall be entitled, to 
the extent such mortgage or deed of trust so provides, to exercise 
all the rights, remedies, powers and privileges conferred upon the 
Grantee by the terms of t-ih Conveyance ami to give or withhold all 
consents required to be obtained hereunder by the Grantors, but the 
provisions of this Paragraph 24 shall in no way be doomed or construed 
to impose upon the Grantors any obligation or liability undertaken by 
the Crantee under such mortgage or deed of trust or under the obliga
tion secured thereby. 

25. Grantors' Rights to Make Payments to be Applied to Discharge 
of Production Payment. Anything in this Conveyance to the contrary 
notwithstanding, the (irantors sliall have the right, at any time and 
from time to time, upon written notice furnished to the Grantee und 
ench of the mortgagees nnd trustees referred to in Paragraph 24 hereof 
r.ot less than If) days before the Application Date on which the Grantors 
exercise such right, to make payment (out of any funds of the Grantors 
whether or not such funds are proceeds from the Subject Minerals) to 
the Grantee on any Application Date, which payments shall be deemed 
to he proceeds of Production Payment Minerals for purposes of this 
Conveyance and shall be applied to the discharge of thr Production 
Payment pursuant to the provisions of Paragraph (i hereof, provided, 
howinr, that the 'irantee has heen provided with the indemnity spec
ified in Paragraph 5. Any such payment shall be in an amount sufficient 
to reduce the Primary Sum by $50,(KM),00'), or a multiple thereof (unless 
the full nggregate sum of the amount specified in subparagraphs (a), 
(b), (c), (d), (e) and ( f ) of Paragraph 4 hereof, after application of 
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include nny collection agent of nny mortgagee or assignee for security 
purposes of tho Grantee appointed by suoh mortgagee or nH-'.gnoe 
without the consent of the Grantors. 

20. Release or Failure of Title. No release by tho (Irantpp of any 
part of tho Subje -t Interests from the Production Payment, and no 
loss or failure of title to any part of the Subject Interests, shall have the 
effect of reducing or increasing the amount of production of Subject 
Minerals out of which the Production Payment is dischargeable or 
reducing the amount of th° Production Payment or erecting any 
offset or other prejudice to the Production Payment, nnd tho Produc
tion Payment shnll continue in full force nnd effect as to the remainder 
of tho Suhject Interest.-, until the full amount of the Production Pay
ment has been received by the Ornntce as herein provided. 

30. Governing Law. The validity, effect nnd construction of this 
Conveynnce insofar ns it relates to any conveyance or othor disposi
tion affecting any Subject Interest, any warranties of title relating 
thereto nnd the remedies herein provided for or provided for by law 
with respect to such Subject Interest shall be governed by the laws of 
the jurisdiction in which such Subject Interest is located. With respect 
to all other matters (including, without limitation, matters of construc
tion, validity and performance other than as set forth above in t';;8 
Paragraph 30), ''lis Conveyance shall be governed by and construed 
in accordance with the laws of the State of Texas. 

31. Phial Termination. Notwithstanding the other provisions hereof, 
the Production Pnytnent shall, in nny event, terminate one day prior 
to the expiration of 21 years after thc death of the survivor of all the 
descendants of Joseph P. Kennedy, father of the late President of thc 
United States, who are living on the Effective Date. 

32. Headings. Paiagrnph headings used in this Conveyance are for 
convenience only and shnll not affect the construction of this Cou-
veyance. 

I N WITNESS Wnr.nF.OF, the Grantors nnd the Grantee have executed 
this instrument in the presence of the undersigned witnesses on the date 
set forth in the acknowledgments nnn< xed hereto, in several counter-



51 

parts (one of which w i t h all of tho proporty descriptions included in 
Exhibit A is on file at the rPioe of the (irantee referred to in Paragraph 
26 hereof, one of which with all said property descriptions is to bo 
recorded in Terrebonne Parish, Louisiana, and one nf which with all 
said property descriptions is to he recorded in Culberson County, 
Texa-) ench of which is an original and nil ol which are identical, 
except tbnt, to facilitate recordation, there nre omitted from certain 
counterparts those property descriptions in Exhibit A which contain 
descriptions of property located in recording jurisdictions other than 
the jurisdiction (County or Parish) in which the particular counter
part is to he recorded. Each of the counterparts of this Conveyance so 
executed shall for all purposes be deemed to be nn original, and all such 
counterparts together shall constitute but one and the same Convey
ance. 

PENNZOIL COMPANY 

PENNZOIL PRODUCING COMPANY 

PENNZCIL O I L & GAS, I N C . 

D l VAL CoiU'OHATION 

By 

[CORPORATE SEAL] 

[COBPOIUTE SEAL] 

[CORPORATE SEAL] 

[CORPORATE S E A L ] 

Group Via- President, 
Pennzoil Company 

Vice President, 

Pennzoil Producing 
Company 

Vice President, 
Pennzoil Oil & Oas, Inc. 

Ptcc President, 
Duval Corporation 



Attest: 
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SALLY HAZEN, Secretary, Pennzoil Company 
Secretary, Pennzoil Producing Company 
Secretary, Pennzoil Oil & Oas, Inc. 
Assistant Secretary, Duval Corporation 

Grantors 

The address of Pennzoil Com
pany, Pennzoil Producing Com
pany, Pennzoil Oil & Gas, Inc. 
and Duval Corporntion is: 

c/o Pennzoil Company 
Pennzoil Place 
P.O. Box 29G7 
Houston, Texas 77002 

[COSPORATT. SEAL] NEW DUNSTAN, INC. 

By 
Attest: Vice President 

Grantee 

The address of New Dunstan, Inc. 
is: 

100 W.«st Tenth Street 
"Wilmington, Delaware 19S01 

ANORKW M. BAKER, 

A a s ist aut Secreta ry 

Executed hy all parties in the 
presence of the undersigned 
competent witnesses: 

Witness 

Witness 
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STATE OF NEW YORK 
COUNTY OF NEW YORK 

BE IT REMEMBERED, that T. Douglas A. Stnnrt, a Notary 
Puhlic duly qualified, commissioned, sworn nnd acting in and for 
the County und State aforesaid, hereby certify that on this 16th day 
of July, 1081: 

There appeared bi fore me severally each of the following persons, 
each residing at the address set forth below his name, and each the 
designated ollicer of the corporations set opposite his mime, each such 
corporation being a corporation of the state indicated and being a 
party to the foregoing instrument: 

Harold E. Sortor Croup Vice President of Pennzoil Com-
1)10 Dak Valley puny, a Delaware corporation. 
Houston, Texas 77024 

Vice President of Pennzoil Producing 
Company, a Delaware corporation. 

Vice President of Pennzoil Oil & Gas, Inc., 
a Delaware corporation. 

Vice President ol* Duval Corporation, a 
Delaware corporat ion. 

Josrpli Nalle 
3024 Chevy Chase 
Houston Texas 

V i c President of New Dunstan, Inc., a 
Delaware corporation. 
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Before mo personnlly appeared each si .eh person, whose • . -"*s 
are signed to the foregoing conveyance, and who are known to me, 
and acknowledged before me on this day that, being informed of the 

(Alabama) contents of the conveyance, each, ns such officer of each of the cor
porations set opposite his name nnd with f u l l authority, executed the 
same volun 'ar i ly for aad as the act of said corporation. 

Beforo me appeared ea f th such person, to mo porsonallv well 
known, and each stated tbnt he is the designated officer of each of the 
corporations set opposite his name, r.nd he is duly authorized in his 

(Arkansas) Capacity to execute the foregoing instrument for nnd in the name of 
said corporation, and further stated and acknowledged that he had 
so signed, executed and delivered said foregoing instrument for tbe 
conside ration, uses and purposes therein mentioned and set for th . 

Before me appeared each such person, to mo personally known, 
who being by me duly sworn, did say that he is the designated officer 
of each of the corporation* -el opposite his name, and that the seal of 

(Louisiana) such corporation affixed to t! e foregoing instrument is the corporate 
seal of the corporation and lhat the instrument was signed and sealed 
in behalf of the corporation by authority of the Board of Directors 
of such corporation and that each acknowledged the instrunient to be 
the free act and deed of the corporation. 

Before me personally appeared each such person and acknowl-
(Mississippi) edged that he signed and delivered thc foregoing instrument on the 

day and year therein mentioned as the net and deed of each of the cor
poration- -ci opposite his nam-', having first heen authorized to do so. 

Before mo personally appeared each such person, known to me to 
(Montana) bo the ih'-ignated officer " I eni h fd' the corporations -et opposite his 

name that executed the within instrument and acknowledged to me that 
such corporation executed the same. 

Before me on this date appeared each such person, to me person
nlly known, each of whom, being by me duly sworn, did say that he is 
the designated "iVicer of each of the corporations set opposite hi- name. 

(New Mexico) and that the seal affixed to said instrument was signed and sealed in 
behalf of said corporation by nuthoriiy of i t - Board of Directors, and 
each such person acknowledged said instrument to be the free act and 
deed of saiu corporation. 
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Before rn • p<rsonally came each such person, to nv personally 
known, an I .ch, being by me duly sworn, did depose .'.rd say thai he 
reside* i (i . .dress set forth below his name and is the designated 
officer ••' ii h of the corporations set opposite his name ami tha! said 

(New York) eorpotutio; s described in nnd exc«-ib-d uio a> ••'•e instrument: that he 
knows the \1 of th.e corporation: that the seat affixed to •ne'< ins'ru-
ment is sncli (orpnrnto seal; that it was so nPi.-od ' • order < ' the Board 
of Directors of the corporation: and that he •' ,< u • narn.. thet "to by 
like order and that the instrument wns *bv v. < *zt and deec". of the 
corporation. 

Before me on this date personally appcarei each stun person, 
known to me to be the designate! officer of e.teh of the corporations set 

(North Dakota) opposite his none, which corporatio!'. >s described in nnd executed the 
within instrument, and each acknowledged To me that such corporation 
executed the same. 

Before m1* personally appeared earn such person and ac.rrowl-
edged himself lo be the desirnated officer of each of the cat iratinns set 

(PenuiylvaiiU) opposite his nt.me. nnd that he, as such officer, being rntho i: ed so to do, 
executed t h ' foregoing instrument for the purposes therein contained, 
by signing die name of V • corporation by himself as such officer. 

Before mo on this da> , nally nppeared each sc h pc< son, each 
of whom is known to mc m be the persrn whose r.arre ic subscribed 
to The foregoing instrument, ond known In me to bf thr lesiuoated 

(Texas) officer of • >ch of the eor porn tions set opposite h\< name, and each 
acknowledge.' t° me that he executed said inst:umeol for the purposes 
and consideraiio.i (herein expressed, in the enpneity therein sta*ed and 
as the act and deed of said corporation. 

Each snch person ha? this ray in my said County, before mc, 
(West Virginia) aeknow*." , 'd t l . n said instrument to be tho net and deed of each of the 

corporati ins si t oppo-1'" his name. 

Before me on Miis day appeared each suet, person to me personally 
Hiown, each of whom, being by me duly sworn, did say that he >B the 
''e ignated officer of e;ieh of the corporations set opp. i e 1 is nam -, and 

(Wyoming) ciiat the seal affixed to said nin>trumont is the corporate seal of sad 
corporation and that said instrument was signed and sealed in oehalf of 
said corporation by authority ol* its Board of Directors, and each such 
person acknowledged it to be the free act and deed of said corpoi ation. 
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1981. • • n n d h t U t l u f N o w i t i * 16th day of July, 

Notary l»ubl.« 

•Notary ; '„hl i ( R t to of Now York 
Sfo 1729635 

Qualified in v York County 
L onunisHioii Expires March 30, 1983 

Mv Commission expires 
&'rch 30, 1983. 



EXHIBIT A 
to 

J-.* l mm ent of Conveyance 
if Production Payment 

ATTACHED TO AND FORMING A PART OC TT.A1 CERTAIN 
INSTRUMENT OF CONVEYANCE OF PRODUCTION PAYMENT 

DATED JULl 16, 1981 RETWEEN 
PENNZOIL COMPANY, ET AL. AND 

NF.W DUNSTAN, INC. 

"lits Exhibit A contains tlie specific descriptions of 11»-• Subject 
Interests which nre referred t.i in Paragraph 1 of this Instrument of 
Corveynnce of Production Payment as being specifically described or 
referred to in this Exhibit A. 

PAH T (>XE of thi- Kxhihit A -et* forth those Subject Interests 
located o. shore Texns nnd Leuisinna. nml PART TWO of this Pi hibit 
A set1 fort; those Subject Inter-'sts loented in the States of A \ i ana. 
Arkansn , Loni *nnn. Mississippi, Montnnn, New Mexico. «»w York, 
North Dakota, Pern <) Ivaniu, Texas, West Yirginin and W\ -tiling. 

The Subject interests i.re expressly limited to ihc Lr »sos set forth 
in this E nihil A insofar and only insofar they cover lands nnd 
lepth inte. v ds in N lich one or more of the 0 run tors own or hold nn 
interest nnd uo not include Innds nnd depth intervals in which none of 
t ie (Irantors own ; i itorest.i *T;I though such lands or depth intervals 
are covered by t iie '. • set forth in this I J> .bit A. 

PART ONE of I id- Kxhibil A refers to Ihe " B L M or State Lense 
Nn." for each o' tl. • Lease, listed lhot«'5|j. Those Leases so listed 
having o nnmbev vitn ! • prohx "OCS(J" in- ' enses issued by the 
Cniteil States of A. r in ns Lessor through the Ivr-an of Lond Man
agement (tho " B L \ ' , >f ihe United State* Do| (ment of the Inte
rior. Those Leases li ded li ' "'art One of this Exhibit t\ having n numW 
wifV .he profit* ' St. Ls." are Lenses issued ' y the State of Louisiana 
i .' -ssor. 

the -nse of each SubjoO [titer, -t set i »rth ill PART ONE n ' 
this Kxhibil A. then- is shown undei th 1 bending "Net Revenue Inter-
est" Pennzoil Oil *: Cas. Inc's (under the sub-bending •POOI"'/ nnd 
Pennzoil Producing Company's (under tho b-heiid ng "PPC") respee. 
tive interest (expressed w percc .lagos) in io fal productior of Hydro-
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Bariums produced and saved from ami that accrues or is attributable to-
the relevant Subject Interest, at'tei deducting nil applicable royalties,, 
overriding royalties, prod tetion payine**- and other payments out of 
production not owneii hy Pennzoil Oil & Oas. Inc. or Pennzoil Produeing 
Oompany, as th' ea-e may lie. 

In PAHT ' i ' of this Kxhihit A. (here is shown opposite ( j ) the 
description of ea i Subject Interest, or ( i i ) the well Incited upon or 
from which produc.ion is attributable to such Su! ,-ci Int.-rest or 
( i i i ) tin- unit which contains slid Subject Interest or a portion tin r.-tf . 
under the heading "Net Rcvoaue Interest" the aggregate interest of 
Grantors (expressed iu dc-imah• ) ill total production of Hydrocarbons 
produced ui.d savi-d f rom and that accrues or is attributable to the 
relevant Sub joe" Interest, w-dl or unit, as the case may he. after de
ducting till nppl'iv.tble royalties, overriding royalties, production pay
ments and other payments out of production not owned by the Grantors 
or any of them. Where the >'.t Revenue Interest is listed opposite 
a well or unit, the relevant Suhject Interests are listed below such well 
or unit. 

The Leases set fo r th in i \ ?T TWO of this Kxhihit A may be 
committed to more than one pool or unit, or may cover lands situated 
in nio.e ilnin one county or parish: consequent!*', such Leases may be 
listed m ihai - uee in this Kxhihit A. Sueh repetition is not intended 
to nor s'udl it be construed as enlarging or otherwise affecting the 
Suhject Interest or Subject Interests which appertain to such Lease. 

All recording references in PART T W O of this Exhibit A are to 
the oflie I r- - >rds in the oflice of the county or parish clerk i r recorder 
of the (Hinties parishes in which the relevant Suhject Interests ar.-
situn'ed. 

On Ihe page- of PART TWO of this Kxhihit A relating io hinds 
locate.1 in varum- Parishes within the State of Louisiana, tlie State of 
Louisiana i idm n>d in the first line of the upper left corner of each 
of said p;i'o l i \ ue h-tters " L A * ' and the respective Parishes are 
identilie i - .he -.cond line of the upper left coiner of each of said 
pages. he eolurii" -Mir.wring on each of - . . 'd pages under the head
ing "T-< -ding K.. <;• I ag. " or "Recorded Book-Page" sets forth 
recor'.i, \i references ... the puhlic records of the partvular Parish con-
i •... I n - " B o o k " referred to is the hook maintained by each Parish 
as a part of its official Conveyance Records, including the Conveyance 
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Bonk nr nny book which the Parish m-.y rnnintnin for the recordation 
of documents evidencing oil, gas and mineral transaction*. In some 
instances, tin- recording reference set forth may also include (or con
sist solely of) th" entry iiumher, tile nundier, original act nnmher, or 
registry number, etc. und* r which a particular document is (lied. 

In the !'•-< ripti.»». of the Su'njei' Interests for the state* of N'ew 
*ork, Pcnusyl.nnia nnd Wetd Virginin, tin- Net Revenue Interest of 

(irantors is l : ied opposite a "Farm" nundier nnd name. The Fann 
11—itr11r•.t• *• • de odes tin- interest of the (irantors with reference to a 
single and unii|uo royalty inti-n -t original ing from one grantor or 
le -oi 'either ha-<dodd ... feel. Al l of the Leas.- to which Ihe Fann 
designation* relate an- d nhed ... i.e page* immediately .ol lo ' . ing 
lie- hating of F i r m s , hy county, and l !v description of -uch Lenses, 
standi g alone, constitutes a eon plote description of ;:!! '»r ihc Leases 
intended to he covered hy this Conveyance. 



PART ONE 

OFFSHORE SUBJECT INTERESTS 

TEXAS 

B L M or Stale 
Lease No. 

Effective 
Date 

OCS-G-2398 8- 1 73 

OCS-O-2403 8- 1-73 

OCS-G-2414 8- 1-73 

OCS-G-2416 8- 1-73 

OCS-G-2410 8- 1-73 

OCS-G 2422 8- 1-73 

OCS-G-2739 

OCS-G-2426 

OCS-G-2745 

7- 1-74 

8- 1-73 

OCS-G-2429 8- 1-73 

7- 1-74 

Pter in! ion 

All of Block A-273, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

All of Block A-279, High Island Area, 
East Addition, South Extension 
( " "S Official Leasing Map, Texns Map 
No. 7C 

Al l of Block A-323, High Island Area, 
East Addition, South Extension 
OCS Official Leasing Map, Texas Map 
No. 7C 

Al l of Block A-325, High Island Area, 
East Addition, South Extension 
OCS Officinl Leasing Map, Texas Map 
No. 7C 

All of Block A-327. High Tsland Area, 
Enst Addition. South Extension 
OCS Officinl Leasing Mnp, Texas Map 
No. 7C 

All of Block A-332, High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

All of Block A-339, High Tsland Area, 
East Addition, South Extension, 
OCS OlTicial Leasing Mnp, Texns 
Map No. 7C 

All of Block A-340, Hieh Tsland Area, 
Enst Addition, South Extension. 
OCS OlTicial Leasing Mnp, Texas 
Map No. 7C 

All of Block A-351. High Tsland Area, 
Enst Addition, South Extension, 
OCS Officinl Leasing Man, Texas 
Map No. 7C 

All of Block A-3;"). High Island Area, 
East Addition, South Extension, 
OCS OlTicial Leasing Map, Texas 
Map No. 7C 

Net Revenue Interest 
POOI PPC 

1.12639 11.24999 

1.00124 14.16666 

1.00124 11.66662 

7.22016 57.14286 

1.00124 8.33333 

1.00124 8.33333 

1.00124 28.33332 

1.00124 28.33332 

2.88528 3G.62186 

7.34246 9.44166 

1 



BLM or Stato Effect** 
L M M N O . Data 

OCS-O-2746 7- 1-74 

OCS-Q-2366 8- 1-7S 

OCS-G-23G7 8- 1-73 

OCS-O-2372 8- 1-73 

OCS-G-3U8 4- 1-75 

OCS-G-2378 8- 1-73 

OCS-G-2704 7- 1-74 

OCS-G-2779 10- 1-74 

OCS-G-2705 7- 1-74 

OCS-G-2706 7- 1-74 

OCS-Q-2384 8- 1-73 

OCS-G-2388 8- 1-73 

OCS-Q-2389 8- 1-73 

All of Block A-356, High Island Area, 
East Addition, South Extension, 
OCS Official Leasing Map, Texas 
Map No. 7C 

All of Block A-474, High Island Area, 
South Addition, OCS Official 
Leasing Map, Texas Map No. 7B 

S % of NE % & SE Vi of Block A-475, 
High Island Area, South Addition, 
as shown on OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-489, nieh Island Area, 
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-499, High Island Area, 
South Addition, as shown on OCS 
Officinl Leasing Map, Texas Map 
No. 7B 

All of Block A-520. Hi?h Tsland Area, 
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-545, High Island Area, 
South Addition, OCS Official 
Leasing Map, Texas Map No. 7B 

All of Block A-546. High Island Area, 
South Addition. OCS Official 
Leasing Map, Texas Map No. 7B 

All of Block A 547. High Island Area, 
South Addition. OCS Official 
Leasing Map, Texas Map No. 7B 

All of Block A-548. High Island Area, 
South Addition. OCS Offic'nl 
Leasing Map, Texas Mnp No. 7B 

Al l of Block A-555. Hgh Island Area, 
South Addition, OCS Official 
Leasing Map, Texas Map No. 7B 

Al l of Block A-563. Hieh Island Area, 
South Addition, OCS Official Leasing 
Map, Texas Map, No. 7B 

Al l of Block A-564. Hieh Island Area, 
South Addition, OCS Official Leasing 
Map, No. 7B 

Net B e r n w Iptorwt 

roa nc 
10.01245 12.49999 

1.00124 9.99999 

1.001241 9.999995 

1.00124 12.49999 

1.10137 13.66667 

1.U..24 9.99999 

6.G7i97 8.33333 

8.67746 11.66666 

8.67746 11.66666 

8.67741 11.66666 

1.00124 12.08332 

1.00124 9.99999 

1.00124 9.99999 
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OCS-G-239G 8- 1-73 

OCS-G-2719 7- 1-74 

AH of Block A-570, High Island Area, 
South Addition, OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-582, High Island Area, 
South Addition, OCS Official Leasing 
Map, Texns Map No. 7B 

N t t H r 
FOCI PfC 

1.01958 16.97190 

1.17780 11.76499 

St. Ls. 7604 4-17-7S 

LOUISIANA 

TRACT 11836 — PORTION OF 
BLOCK 3 SABINE PASF ABE A, 
Cameron Parish, Louisiana. That 
portion of Block 3, Sabine Pass Area, 
Cameron Parish, Louisiana, belong
ing to the State of Louisiana and not 
under a mineral lease on January 23, 
1978, descrilied as follows: Beginning 
at a point on the North line of Block 3, 
Sabine Pass Area having Lambert 
Plane Coordinates of X - 1,217,855 14 
and Y - 364,274 14; thence East 
9,612.44 feet along said North line to 
a point having Lambert Plane Coor
dinates of X • 1.227,467.58 and 
Y - 364,274.14; tlu nee Southerly and 
Southwesterly along an arc having a 
radius of 18.240.60 feet and a vertex 
of X - 1,2094127 and Y - 364,245 
to a point on tiie South line of said 
Block 3, having Lambert Plane 
Coordinates of X - 1,219,987.06 and 
Y - 349,516.10; thence West 2,131.92 
feet along said South line to a point 
having Lnmbert Plnne Coordinates of 
X - 1,217,855.14 and Y -349,516.10; 
thence North 14,758.04 feet to the 
point of beginning, estimated to 
contain approximately 3,497.59 acres, 
as shown outlined in red on a plat 
on file in the Office of the Secretary', 
Department of Natural Resources, 
LESS AND EXCEPT that portion 
thereof, if any, which is more than 
three nautical miles from the coast 
line as determined by the Report of 
the Special Master in the litigntion in 
the Supreme Court of the United 
States styled United States v. State 
of Louisiana et al. No. 9 Original, 

38.125 

3 



B L M or Stat* Effective 
Laa— No. Date 

OCS-Q4144 9- 1-79 

OCS-G-4379 11- 1-80 

OCS-G-2839 12- 1-74 

OCS-G-2224 2- 1-73 

OCS-G-2225 2- 1-73 

OCS G-328. 8- 1-75 

OCS-G-2436 8- 1-73 

OCS-G-2021 2- 1-71 

OCS-G-2850 12- 1-74 

OCS-G-2559 5- 1-74 

D»T'n«<on POGI 

said three mile line as set out in the 
June, 1975, decree of the Supreme 
Court. All bearings are based on 
Louisiana Lambert Plane Coordinate 
System (South Zone). 

That poition of Bloek 3 which is more 
than three geographical miles Beaward 
from the lme described in the supple
mental decree of the U.S. Supreme 
Court, June 16.1975 (United States 
vs. Louisiana, 422 U.S. 13) Sabine 
Pass Area, as shown on OCS OlTicial 
Leasing Map, Louisiana Map No 12. 

All of Block 53, West Cameron Area, as 
shown on OCS Leasing Map, Louisiana 
Map No. 1 

All of Bloek 352, West Cameron Area, 
West Addition, OCS Official Leasing 
Map, Louisiana Map No. IA 

All of Block 532, West Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

All of Block 533, West Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

All of Block 563, West Cameron Area, 
South Addition, as shown on OCS 
Official Leasing Map, Louisiana Mup 
No. IB 

All of Block 586, West Cameron Area, 16.68742 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

PPC 

41.66665 

41.66665 

8.34372 20.83333 

2.22609 22.22499 

2.22609 22.22499 

25.03113 20.83332 

All of Block 587, West Cameron Area, 
South Addition, Official Leasing Map, 
Louisiana Map No. 1 B 

All of Block 609, West Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

All of Block 617, West Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. IB 

22.80504 

8.89996 5.55555 

8.89996 5.55555 
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• L M or Stat* ESMTJW 
Lease N». Date 

OCS-G-2860 12- 1-74 

OCS-G-2045 1- 1-71 

OCS-G-20G2 2 1-71 

OCS-G-2i39 8- 1-73 

OCS-G-2078 2- 1-71 

OCS-G-2882 12- 1-74 

OCS-G-1383 12- 1-74 

OCS-G-25S7 5- 1-74 

OCS-G-0479 12- 1-54 

OCS-G-0478 1- 1-5." 

OCS-G-2102 2- 1-71 

OCS-G-2900 12- 1-74 

OCS-G-3156 7- 1-75 

Pcttaiptlon 

A l l of Block 237, Eaat Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

Al l of Block 270, East Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

Al l of Block 334, East Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

A l l of Block 335, East Cameron Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 2A 

A l l of Block 228, Vermilion Ar-n, OCS 
Official Leasing Map, Louisiana Map 
No. 3 

Al l of Bloek 125. South Marsh Tsland 
Area, South Addition. OCS Official 
Leasing Map, Louisiana Map No. 3C 

Al l of Block 127, South Marsh Tsland 
Aren. South Addition, OCS Official 
Leasing Map. Louisiana Map No. 3C 

Al l of Block 128, South Marsh Tsland 
Area. South Addition, OCS Official 
Leasing Map. Louisiana Map No. 3C 

All of Block 53. Eugene Tsland Area as 
shown on Official Leasing Map, 
Louisiana Map No. 4 Outer Continental 
Shelf Leasing Map (Louisiana 
Offshore Operations) 

E 1 of Block 116, Eugene Tsland Aren as 
shown on Official Leasing Mnp, 
Louisiana Map No. 4 Outer Continental 
Shelf Leasing Map (Louisiana 
OiTshore Operations) 

Al l of Block 25G, Eugene Tsland Area, 
OCS Official Leasing Map, Louisiana 
Map No. 4 

All of Block 2G1, Eugene Tsland Area, 
OCS Official Lensing Map, 
Louisiana Map No. 4 

All of Block 2G2. Eugene Tsland Area, 
as shown on OCS Official Leasing 
Map, Louisiana Map No. 4 

Net Fie venue Interest 
POC! PPC 

2.22499 5.55555 

16.68741 

23.36239 

23.36239 

17.9273 

8.89995 5.55555 

8.89995 5.55555 

8.89995 5.55555 

23.1054 

83.33333 

41.66665 

5.5G247 13.888S8 

5.5G247 13.88888 
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BLM or Stato Effect ive 
Laaa* No. Date 

OCS-Q-2104 2- 1-71 

OCS-0-2607 

OCS-O-2115 

OCS-0-3332 

5- 1-74 

1- 1-71 

OCS-0-2317 2- 1-73 

3- 1-76 

OCS-0 3409 1- 1-77 

OCS-G-0S23 5- 1-60 

OCS-G -1525 7- 1-67 

OCS-O-1984 9- 1-70 

OCS-G 2177 11- 1-72 

OCS 0-3116 1- 1-77 

2.22499 22.22221 

16.68741 

2.22499 22.22221 

Ne* Wevenoe Intrreit 

Ali of Block 295, Eugene Island Area, 6.76497 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 4A 

Ail of Block 312, Eugene Island Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 4A 

All of Block 330, Eugene Island Area, 
South Addition, OCS Official Leasing 
Map No. 4A 

All of Block 333, Eugene Island Area, 
South Addition, OCS Official leasing 
Map No. 4A 

All of Block 337, Eugene Island Area, 16.68741 
South Addition, as shown on OCS 
Official Leasing Mnp, Louisiana 
Map No. 4A 

All of Block 351. Eugene Island Area, 8.34371 20.83333 
South Addition, as shown on OCS Official 
Leasing Map, Louisiana Map No. 4A 

All of Block 186, Ship Shoal Area, as 
shown on Official Leasing Map, Louis-
innn Map No. 5, Outer Continental 
Shelf Leasing Map (Louisiana Off
shore Operations) 

All of Bloek 222. Ship Shoal Area, 
OCS Official leasing Map, 
Louisiana Map No. 5 

N i • Bloek 225. Shin Shoal Area, 
OCS Official Leasing Map, 
Louisiana Map No. 5 

All of Block 49 South POBS Area, as 
shown on OCS Official Leasing Map, 
Louisiana Map No. 9 

That portion of South f*nss Block 57 
located more thnn three geographical 
miles seaward from the line described 
in the supplemental decree of the 
U.S. Supreme Court, June 16,1975 
(U.S. vs. Louisiana, 422 U.S. 13) to 
one foot seawnrd of the Third Supple
mental Decree Line (404 U.S. 388. 
December 20.1971) as shown on OCS 
OlTicial Leasing Map, Louisiana 
Map No. 9 

28.33332 

15.83332 

19.79165 

3.33748 8.33333 

6.67497 16.66667 
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B L M or Stata 
i No. 

St. Ls. 6310 

Effective 
Date 

5-13-74 

Nt t Revenue Tn*frut 

OCS-G-2185 10- 1-72 

OCS-O-3195 7- 1-75 

OCS-0-3417 1- 1-77 

I ?S-G-2947 1-74 

DetcrfnUon 

Tract 13018, being those portions of 
Blocks 57 and 58, South Pass Area, 
Plaquemines Parish. Louisiana, 
belonging to the State of Louisiana 
und not under mineral lease on 
March 4. 1074 and being more par
t icularly described in Exhibit A to 
Assignment recorded in C.O.B. 
No. 406. Folio 4f..". Records of 
Plaquemines Parish, Louisiana 

Block 78. that portion which is more 
than 3 geographical miles seaward 
f rom the line described in paragraph 
1 of the Supplemental Decree of the 
U.S. Supreme Court entered 
Decern nor 13,1065 in the U.S. v. 
Louisiana No. !> Original (382 U.S. 
288). South Pass Aren. South and 
Enst Addit ion, as shown on 
OCS Official Leasing Mnp. 
Louisiana Map No. OA 

Bloek "i2. Main Pass Area, tbnt portion 
located more tunn one foot seaward 
of the T h i r d Supplemental Decree 
Line (404 U.S. 388 (December 20, 
1071)). OCS Official Leasing Map. 
Louisiana Map No. 10 

That portion of Main Pass Blocks 72 
and 74 located more than three 
geographical miles seaward f rom 
the line described in the 
supplemental decree of the U.S. 
Supreme Court, June 16,1075 
(U.S. vs Louisia-m.422 C.S. 13) 
to one foot seaward of the Third 
Supplemental Decree Line (404 
U.S. 388. December 20, 1071) 
as shown on OCS Official Lensing 
Map, Louisiana Map No. 10 

Al l of Block 73. Main Pass Areo. OCS 
Official Leasing Map. Louisiana Map 
No. 10. That portion located more 
than one foot seaward of the Third 
S u p p l e m e n t a l Decree Line ( 404 
U.S. 3SS ( December 20, 1071)) 

POOI PPC 

5.92738 lt .80 

5.00622 12.49999 

7.544-11 18.83758 

7.54441 18.83758 

7.54441 18.83758 
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BLM or State Effective 
Lease No. Date 

Net ItoCT Interest 

OCS-G 10- 1-72 

OCS-G-3206 7- 1-73 

OCS-G-3500 8- 1-77 

OCS-G-3785 6- 1-78 

Description 

All of Block 140, Main Pass Area, as 
shown on OCS OPicinl Leasing Map, 
Louisiana Map No. 10 

Al l of Block NGG3KG3, Mobile South 
No. 2, a.s shown on OCS Official 
Leasing Map, NH-lG-lO (Also known 
as Block G3), Mississippi Canyon 
Area, as shown on OCS Official 
Protraction Diagram N1I-1G-10 

All of Block 2o3, West Camero I Area, 
as shown on OCS Official Leasing 
Map, Louisiana Map No. 1 

All of Block 372, Eugene Island Area, 
South Addition, OCS Official Leasing 
Map, Louisiana Map No. 4A 

PPC POCI 

3.33748 8.33333 

3.33748 8.33333 

10.0124") 23.0000 

12.4999 12.49..9 
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PART TWO 

STATES OF ALABAMA. ARKANSAS. LOT"! Si AN A. MONTANA. MISSISSIPPI, 
XEW MEXICO. NORTH DAKOTA. TEXAS, \VY<'MI>0. XEW YORK, 

PENNSYLVANIA AND tVEST VIRGINIA 



DISCHARGE 

Rccular 
Application 

Dale 

October 1. 1983 
Novomlier I . I9S3 
December 1. 1983 
January I . 1!>̂ 4 
February I . 1984 
Marcli 1. I ! ' 1 - - ! 
A p r i l 1. I9S4 . . 
May 1. P M 
June 1. I9S4 
July 1. 1984 
August 1, 1HS4 
SeptennVr 1. H'S4 
Oetober 1. I!IS4 
November 1. IH84 
December I . I9S4 
January 1. 1985 
February 1. 1985 
Marcli I , 1983 
A p r i l 1. 19S3 
Ma 1. IMS. 
Jun- 1. 1985 
July 1. 1985 
August I . 1985 
Seplember 1. I9S5 
October 1. 1985 
November 1. 1985 
December 1. l!»S.*j 
January I . I PSC 
Fehrunn I . I9SC 
Mareh I . IPsii 
A p r i l 1. ISKii 
May 1. I!»cii 
June 1. lOSti 
July 1. 

August 1. I ' M ; 
September I . I9NIJ 
< '. tober I , PlS'.i 

EXHIBIT B 
to 

Instrument of 
Conveyance of 

Production Payment 

EHKJLE 

Ivdroc.Tbon^ Mineral* 

Monthly Monthly 
PfrrrnLiRc PcrccnlnRP 

l . ' j o i r ; 0.9320% 
I 3 l l r ? 0.9320% 
1.201 r ; 0.9320% 
i . 2 o i i r ; 0.9320% 
1.227!''.' 0.9800S 

0.!)800 ,̂ 
1.2279c 0.9800% 
I.227!»'; 0.9800% 
I.2279C 0.9800% 
1.227!)'; o.!>soo% 
1.2279'J 0.9800% 
1.227!'; 0.9800% 
1.227!!'.' 0.9800% 
1.2270C 0.9800% 
l.227!lr; O.PSOO% 

1.2279C 0.!)800r; 
l.2"08r; 1.0fi009? 
1.270SrJ 1.0000% 
i.27osr; I .od HIS; 
I.270S'; I.OCOUC 

i.27i« r; l.oconr; 
1.27K8'; 1 .otioo'; 
1.270S'; i.ncoir; 
1.27US',' I.OCOIK; 
1.27ns'; 1.OCl MIT 
i.27osc 1.0000% 
1.2708'; 1.0C00% 
i.27( is'; 1.0000% 
l.:K54'; 1.2440% 
l.:K!4C 1.24 ; i i r ; 
i . : is: i i ' ; 1.2440% 
..:;::?4'; 1.2440?; 
I . . W ; 1.2440C 
I..-K54'r 1.2440% 
I.3S34'; 1.2440«~f 
Lrisruc 1.2440% 
I . : K ; 4 : ; 1.2440% 
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DISCHARGE SCHEDULE — Coninued 

Regala* Hydrocarbon* Minei ais 
Application Monthly Monthly 

Date Percentage Percentage 

November 1, 1980 1.38.14% 1.2440% 
December 1. 1986 1.3834% 1.2440% 
Jauunry 1, 1987 1.38347 1.2440% 
February 1. 19N7 1.3137'; 1.27207 
March 1. 1987 i.3i ::7f; 1.27207 
April 1. 1987 1.3Ki77 1.2720% 
Mav 1. I9H7 1.31377 1.2720% 
Jun • 1!»S7 1.31377 1.2726% 
July !, 19S7 1.31377 '.2720% 
August 1. 1087 1.31377 1.2720% 
S e p t e m b e r 1, 1!>S7 1.31:577 1.2720% 
October 1. 1087 1.31377 1.2720% 
November 1, Pl.87 1.31377' 1.27207 
December 1, 1! >S7 1.31377 1.-720'% 
January 1. 1988 1.3l3'7c 1.2720% 
February 1. 1088 1.3244% 1.3720% 
March 1. 1988 1.3244% 1.3720% 
April 1. 1988 1.32447 1.3720% 
May 1, 1988 1.32447 1.37207c 
Jui 1.1988 1.3244% 1.37207 
July 1, 1988 1.3244% 1.3720% 
August 1. 19KS 1.3244% 1.3720% 
September 1. PISS 1.3244% 1.37207, 
October 1, 1988 1.3244% 1.3720% 
November 1. 1988 1.3244% 1.37207o 
December 1. 1988 1 3244% 1.3720% 
January 1, 19S9 1.3244% 1.3720yo 
February 1. 1989 1.3351% 1.4020% 
March l ! 1989 1.3351% 1.4920% 
April 1. 1989 1.33517 1.4920% 
Mav 1.1989 1.3351% 1.4920% 
June 1, 1989 1.3351% 1.4920% 
July 1,1989 . . . . 1.3351% 1.4920% 
August 1. 1989 1.33517 1.4! 120%, 
September 1. 19S9 1.33517 1.4020% 
October 1. 1989 1.3351% 1.4920% 
November 1, 19S9 1.3351% 1.4920% 
December 1. 1989 1.3351% 1.4920% 
January 1. 19!"' 1.3351% 1.4920% 
February 1. 19!MI H9320'; 1.44(54% 
March \, 1990 — 1.44047 
April 1. 1990 1.4464'; 
May 1. 1.190 1.44(147 
June 1, 1990 1.4464% 
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E X H I B I T C 
to 

Instrument of Conveyance 
of Production Payment 

PENNZOU. COMPANY, ET AL. 

TO 

NEW DUNSTAN, INC. 

Supplemental Instrument of Gouueuaure 
nf 

Prouu/tum Payment 

Dated as of ,198 

Supplementing thc 
Instnunent of Convevance of Production Payment 

Dated July IG, 19S1 

• —r-• 
Retum recorded counterparts lo: 

PENNZOL*. COMPANY 
Pennznd Place, P O. Box 2367 
Houston. Texas 77002 
AttauUusi Mr 



THIS S U P P L E M E N T A L INSTRUMENT OF CONVEYANCE OF 
PRODUCTION P A Y M E N T f tlie "Supplemental Conveyance") tinted 

IPS., f rom PENNZOU. COMPANY, n Delaware cnrpora-

t'.on. PENS WIT. PnoniTiNo COMPANY, a Delaware corporation, PFNNZOII . 

On. & (IAS, INC. , a Delaware corporntion. and Orv.w. CORPORATION', a 
Delaware corporation (the "Gran tor - " ) , to NKW D'USTAX, INC., a 
Dehivta'e non-profit corporation (the 'Crantee") , 

W I T N E S S E T H : 
^HKRF.AS, the Crnntors nnd the (Irantee have heretofore entered 

into _ Instrument of Conveyance of Production Pnvmert tinted fi t ly 
If), 1981 (the "Conveyance") ni an executed counterpart of the Con
veyance was filed for record in Volume , Page of the Deed 
Records of Culberson County. Texas, to which recorded counterpart 
reference is made for all purposes ; and 

\\ nr.nK.AS, the Crnntors desire to supplement Exhibit A to the 
Conveyance pursuant to nnd in the manner prescribed by subparagraph 
(b) of Paragraph 7 of the Conveyance; 

Now, THKUKKOIU", the Grantors hereby execute and deliver this 
Supplemental Conveyance as follows: 

1. Additions to Exhib i t A. Exhibit A to tin Conveyance is hereby 
supplemented by adding, thereto the fol lowing: 

PART THREE 

St 'LPHl 'R 

CULHERSON COL.VTY, TEXA9 

I . 
P A T E N T E D M I N I N G C L A I M 

rifirt.fi acres of land out of Section 2, Block 111. PST, Sun y. Culber
son Countj, Texas, and being the same land covered by those certain 
thirty-four (34) Mineral Patents identified as ( i ) Nos. 3r>S-3f>8, Volume 
40 R. recorded in Volume ti. Pages 4.*»C>-4C.(. ( i i ) No. 212, Volume 42-B, 
recorded in Volume 7, Page i»84; and ( i i i ) Nos. .'570-391, Volume 40-B, 



2 

recorded in Volume fi, Pages 40S-489, (all recordation in the Patent 
Records of Culberson County. Texa-), subject, however, to (!) the 
royalty of tht- State of Texas equal to six and one fourth percn t 
( f i ' ^ C ) of the value of the production of sulphur and certain other 
minerals f r om said unpatented claims and awards as shown by the net 
smelter, mi l l , mint or refinery returns or of the gross sums arising from 
the salt- of the ore or products from such claims and awards and 
received by the owner thereof, and ( i i i a perpetual royalty interest 
of an undivided oite-thirty second of the gross value of all production 
from said mining clnims of sulphur, salt, potash and any other minerals 
covered by said mining claim-, being nn undivided one half of that 
certaiii royalty reserved : u that eer'aiti < 'orvoynnre of Unpatented Min
ing Pli.iius daied M-u'ember 1. 1907, and reeortlod in Volume page 
217, of the Mineral lieeortUof Culbor.son County, Tov.s from Topnt Oil 
Corporation to Duval Corporation, insofar as the same relates to the 
above-described claims. 

n. 
LEASEHOLD 

An undivided one half ( • j ) interest in and to lfiO acres of land 
out of Sections 2 and 3, Block 111. PSL Survey, Culberson County, 
Texas, and being fur ther identified as the "Dot" Mining ("aim. Mineral 
Patent N'o. 70. covered by Sulphur Lease dated September 20, 1007, 
from R. P>. MeCowen, dr., et al. to Duval Corporation, and recorded in 
Volutin' .'I. page 212, of the Mineral Records of Culberson CoUnty, Texas, 
subject, however, to a royalty on all sulphur mined, saved and marketed 
'rom said land by Lessee of one-sixth ( ' J j fh) (reduced to one twelfth 
vl/12th) by reason of proportionate reduction clause), f.o.b., mine site. 

I I I . 

L E A S E H O L D 

An undivided one-half ( ' j ) interest in nnd to 100 acres of land out 
of Sections 2 and 3. Block 111, PSL Survey. Culberson County, Texas, 
and being the "Dot" Mining Claim. Mineral Latent No. 70. covered by 
Sulphur Lease dated September 14, 1007, f rom Toyah Vu'iey Sulphur 
Co. Bondholders, Inc. to Lied Priekett, and recorded in Volume 3, Page 
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309, of the Mineral Records of Culberson Count:-. Texns, subject, how-
t ver, t o n io \u l t y of one.^xth ( ' ; t l i ) (reduced to' one-twelfth ( l /12 ih ) 
by reason of proportiounte reduction clnuse), of the gross production 
of sulphur produced from the leased premises. 

I V . 

L E A S E H O L D 

Sufi arres of land out of Section 3, Block 111, PSL Survey, 
Culberson County, Texas, and being the same land covered by Sulphur 
Leone dated November 7. 1907. from the State of Texas to YV. C. Tillett, 
tieneru! Lnnd Offi;,- S-dphm Lea-' No. 01SSW, and recorded ie Volume 
3, page 242, of tiie Mineral Records of I ulbersoti Co..my, T ...?s, sub
ject, liowc . ei. to n i oj .ilty rocr>ed to the Mate of Texas in seid 1 .ea-e 
of one-six tb ( 1 ,,tli) of the • -oss production, or the value thereof, of the 
sulphur: mt iti n.i event, to be less thnn Four nnd 50/100 Dollars 
($4.50) per long U a. 

V. 

P A T E N T E D M I N I N G C L A I M S 

030.00 acres of land out of Keetiou 4. Block 111, PSL Survey, Culb
erson County. Texas, and being the same laud covered Ity those thirty-
six (3d) Mineral Patents identified as Nos. 250 291, Volume 38 B, 
recorded in Volume .'>, Pages 320-301, inclusive, of the Patent Records 
of Culberson County, Texas, subject, however, to the royaltv of the 
State of Texas equal to .-is and one fourth pel' ei lit (01 ,'', | of ,tie value 
of the production of sulphur nnd certain other minerals from said pat
ented claims as shown by the net smelter, mi l l . mint, or refinery returns 
or of the gross sums arising from the sale of the ore or products f rom 
such claims and awards by the owner thereof. 

V I . 

L E A S E H O L D 

214.27 acres of land out of Section 0, Block 111. PSL Survey, 
Culberson County, Texas, and being the same land covered by Sulphur 
Lense dated A p r i l In, I OOS, from K. B. McCowen, Jr., et nl, to Duval 
Corporation, General Land Office Mineral File No. M-01178, and 
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recorded in Volume 5, pntro 7?. of tlio Minornl Records of Culberson 
County, Texns, subject, however, to n rnynlty of one-sixth (C.th) of 
tlio gross production of sulphur produced from snid leased premises, 
reserved in said lease. 

vn. 
PATENTED MINING CLAIMS 

425.58 nor s of lnnd out of Section 0, Biro* 111. PSL Survey. Cul
berson County. Texns. nnd being tbe snme land covered by those 
certnin twenty three (23) Minernl Patents identified ns Nos. 173-105, 
Volume 30-B. recorded in Volume 0. Pr.gos 52-74, inclusive, of the 
Pntent Records of Culberson County, Texas, subject, however, to (i) 
the royalty of the State of Texas equnl to six nnd one fourth per cent 
( f i i ' l

r r ) of the value of the production of sulphur nml certain other 
minerals from snid pntentH claims nnd award-* ns shown by the net 
smelter, mill. mint, or refinery returns nr of the gross sums nris'ng 
from the sale of ore or products from such clnims or nwnrds nnd 
received by the owner thereof, and (ii) n perpetual royalty interest 
of an undivided one-thirty second of the gross value of nil production 
from said mining claims of sulphur, salt, potash nnd any other minerals 
covered by said tinning claims, being nn undivided one half of that 
certnin royalty reserved in that certnin Conveynnce of Cnpntented Min
ing Clnims dated September I . 1007. ami recorded in Volume 3. page 
217, of the Mineral Records of Culberson County. Texas, from Topnt 
Oil Corporation to Duval Corporation, insofar as the same relates to 
the above-described claims and awards. 

vm. 
PATENTED MINING CLAIMS 

040.50 ncres of land out of Section 10, Block 111. PSL Survey, 
Culberson County, Texas, and being the same land covered by those 
certain thirty-six (30) Minernl Patents identified as (i) N'os. 220 and 
221, Volume 3S-B, recorded in Volume 5, Pnges 21K1-201 : (ii) N'os. 223-
234, Volume 3M B, recorded in Volume Pages 203-304: (iii) N'os. 230-
240, Volume 3S-B, recorded in Volume 5. Pnges 300-310; (iv) Nos. 
242-255, Volume 38-B, recorded in Volume 5, Pages 312-325; (v) No. 
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%, Volume 40-B. recorded in Volume fi., I'nse 7('>: (vi) N'os. 235 and 250, 
Volume 39-B, recorded in Volume .">. Pages 559 and noi (all recordation 
in file Patent Records of Culberson County, Texas), subject, bowe»-eri 
to tbe royalty of tbe State of Texas equal to six and one I our tb per 
cent (tl 1 j r J ) of tbe value of tbe production of -ulphur and certain other 
minerals f rnm said patented claims as shown by the net smelter, mil l , 
mint, or refinery returns or the gross sums arising from the sale of 
the ore or products f rom such claims and received by the ow ner thereof. 

I X . 

L E A S E H O L D 

4S0 acres of land out <>f Section 15. Block 111. PSL Survey, 
Culberson County, Texas, being the K- 1 ... S - ' j SW-' ,, N-»'a N'W-Vi, of 
said Section, and being the same land covered by Sulphur Lease dated 
November 7. I9G7, f rom the State of Texas to \V. ('. Tillett . Oeneral 
Land Office Sulphur Lease N'o. M-01 SSI, and recorded in Volume 3, 
page 24fi, of the Mineral Records of Culberson County. Texas, subject, 
however, to a royalty reserved to the State of Texns in said Lease of 
one-sixth C j t h ) of the gross production or the value thereof, of the 
sulphur; but in no event, to be less than Four and 50/100 Dollars 
($4.50) per loug ton. 

X. 

P A T E N T E D M I N I N G C L A I M 

380.79 acres of land out of Section 111, Block 111. PSL Survey, 
Culberson County. Texas, and being tbe same land covered by those 
certain twenty six (201 Mineral Patents identified as Nos. 47-72. 
Volume 3S-B. reourded m Volume 5. Pages 209-232. inclusive, of the 
Patent Records of Culberson County, Texns. subject, however, to the 
royalty of the State of Texas equal to six and one fourth per cent 
(lit.iC I of tin- value of the production of sulphur and certain other 
minerals f rom said patented claims as shown by the net inciter, null, 
mint, or refinery returns or the gross sums arising from the sale of 
the ore or products f rom such claims and received by the owner 
thereof. 
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XI. 
P A T E N T E D M I N I N C C L A I M 

31..r»4 nores of lnnd nut of Section 10. Block 111. PSL Survey, Culb
erson County, Texiift, Mini being tin- MIMIC LI ml covered hy those rertnin 
two (2) Mineral Patents identified as Nos. 93 ami 94. Volume 40-B, 
recorded in Volume 0. Pages 270-271 oT the Patent Records of ('ull>er-
son County. Texas, subject, however, to the royalty of the State of 
Texas equal tn <ix nml one fourth per rent (Hi , r ' r ) (if the value of the 
production of sulphur and certain other minerals from snid patented 
claims a- shown by the net smelter, mi l l , mint, or refinery returns or 
the cross sums arising from tin- sale of the ore or products from such 
claims und received by the owner thereof. 

xn. 
L E A S E H O L D ON P A T E N T E D M I N I N C C L A I M 

SO acres of land nut of Section 10. Block 111. PSL Survey. Culber
son County, Texns. being the K-\'» of the "Vi rg in i a" Mining Clnim, 
Mineral Pntent Xo. OS. Volume 1, below the elevation of KK) feet meas
ured vertically f rom the surface thereof on July 1. 1908, and l»eing 
the snni" lnnd covered by Sulphur Lease dated March 20. 1908, f rom 
Violet 0 . O'Fiel to Jack R. Kraser, and recorded in Volume 4, page 
207, of the Mineral Records of Culberson County. Texas, insofar only 
as the same covers below the elevation of IOM) feel measured vertically 
from the surface of said land on July 1, I90S, subject, however, to roy
alty ami overriding royalty aggregating four-forty seconds (4/42nds) 
of all sulphur produced und marketed. 

xm. 
M I N E R A L D E E D AND P A T E N T E D MININC; C L A I M 

80 acres of laud out of Section HI. Block 111, P S L Survey. Culber
son County. Texas, being the W - C of the "Virginia" Mining Claim, 
Mineral Patent No. OS, Volume 1, below the depth of KM) feet measured 
vertically from surface level (hereof on February 2S, 1908, and being 
the same land conveyed h\ Deed dated February 28, 1908, from 
Jack R. Fraser to Duval Corporation, and recorded in Volume 5, page 
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91, of HIP Mineral 17' ••• l< of Culberson County, Texas. nn<l l»oing tlio 
same land conveyed liy I):«'«] ' - led February *_,s\ 100*, f rom .lark R. 
Frasor. Successor Trustee of Miehignn Sulphur ami Oil Co., to Duval 
Corporation, and recorded in Voluilip .">, page NO, of the Mineral Rec
ords of Culberson County, Texas. 

X I V . 

L E A S E H O L D 

40 acres of land out of Section lu. Bloc!; I l l , PST. Survey, 
Culberson County. Texas, and being the same laud covered by Snip' ar 
Lease elated May 7. IOCS, f rom the State of Texas to Duval Corpora
t ion. Ceneral Land Oflice Sulphur Lea.-' N'o. M-02083, and recorded in 
Volume page I2*<, of tin Mineral Records of Culberson County, 
Texas, subject, however, to a royalty reserved to the State of Texas in 
said Lease of one sixth ( <,;111) of the gross production, or the value 
thereof, of the snip ur : Liit in no event, to be less than Four and 30/100 
Dollars ($4-50) per long ton. 

X V . 

L E A S E E H . D 

•TJ.O? aei"- of land out of Settion l f i . Block 111. PSL Survey, 
Culberson dandy, Texas, and being the same laud covered by Sulphur 
Lea«*c dated Mat 7. |0»W. f rom R. H. MeOowen, Jr., et al. to Duval 
Corporntion, Ceneral Land Office Mineral File No. M-01900. and 
recorded in Vnlui e .*>. pc.g« 7.">. of the Mineral Record-- of Culberson 
County, Texas ^object, bow-ever, to a royalty of one-sixth (L'jth) of 
the gro.-s proi ion ol sulphur produced from said leased pretiiises, 
reserved in said lease. 

X V I . 

P A T E N T E D M I N I N G C L A I M S 

100.44 acres of land out or Section 11. Block 111. PSL Survey, 
Culberson County. Texa-. and being tin- -ame land covered by those 
nine CM Minora! Patents identified as Nos. 4.'1S 440. Volume .''.S.R. 
recorded in Volume •">. Paces 4.">."i 40!'.. inclusive, of the Patent Records 
of Culberson County, Texas, su: however, to (\) the royalty of 
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tho Stato of Texas equal to six and nno-fonrth por oont ( f i ' ', ^ ) of tho 
vnluo of tho production of sulfur nnd certain other minerals f rom said 
patented claims ns shown by the net smelter, mi l l , mint, or refinery 
returns or of the gross sum arising from the snle of the ore or products 
from suoh clnims ami received by the owner thereof, and ( i i ) a 
perpetual royalty interest of nn undivided one thir ty second of the 
gross value of all production from said mininc clnims of sulfur, salt, 
potash and any other minerals covered by said mininc claims, being 
nn undivided one half of that certain royalty reserved in that certain 
Convevance nf Fnpptcnted Mininc Claims dated September 1. 1907 and 
loeordod in Volume '.], p ice 217, of the Mineral Records of ''ulborson 
County, Texas, insofar a.- the same relates to thc above described claims 

xvn. 
F E E T I T L E A N D L E A S E H O L D 

(1) An undivide 1 onedialf ' ) fee in'oros' in and to tho lfiO 
acres eomprisinc the south one half of the n. r thv-st one quarter and 
the north onedialf of the southwest one-quarto- . ;'S tion I f i . Block 111; 
PSL Survey, Culberson County. Texas, '-"im. he same hind oov< >od by 
Deed dated July 29. 1971. and .« "fled i Vroumo 92. Pa.ce L. nfi of the 
Deed Records of Culberson ( 'oii 'ntj . " exas : r>nd 

<2) An undivided onedialf ('•_.) ini -r : ' and to the lfiO acres 
com, rising the south one half of the mot ,v. st one-(|iinrter and the 
north one half of the southwest one-qunrn r nf Section 1" Block 111, 
PSL Survey, Culberson County, Texas, and being the same and covered 
by a Mineral Lease dated July 22. 1971. f-om Jack Russell to Duval 
Corporation and recorded in Volume K, Page 48, Mineral Records of 
Culberson County, Texas, subject, however, to an initial royalty of one-
sixteenth I 1 I'D on .-ulphur. either in kind or market value at tbe 
railhead at t l • mine site, for the first 2.7."0.000 lone tons whether pro
duced or not and a subsequent royalty of one-sixteenth ( I Hi) on all 
sulphur ro'twully produced in excess of 2,7">O,O0O long tons reduced to 
.001?; when .('M0.000 long tons have been produced, 

xvin 
LEASEHOLD 

2.2."fi acres of land nut of Section- 14. lo. 22 nnd 2". Block 110. 
PSI. s»i;rv y, t uO or-mi t 'oiiuty, T' Va-. being the -.me- land covered 
h\ Sulphur L. .IM- dated A n c - : 20, PJTo, from Hillary Phillip.-, Jr. 



9 

nnd Benny f l a i l T. Iluimieiitt to Fred T. A nn-t ron-. General Land 
Office Mineral File N'o. M-72194 an.l recorded in Volume S. Pago 414 
..!, ih.. Minernl l l r n . n l - «>l' <"n 1 iI-T-4HI I 'onnty. Texas, subject, however, 
tn a royalty reserved tu the Slat.- of Texas in said Lease of 10.(17'< 
of thc gross production of sulphur, and subject loan overriding royalty 
interest of .(K):!:i'J of all -ulphur that may be produced from the land 
covered by -aid Lea-e reserved in Assignment dated September 1"), 
]l»7."j, from Fred T. \ rm- l io i ig to Dnvnl Corporation, recorded iu 
Volume 'J. Page ol of lhe Mineral Records of Culberson County, Texas.. 

X I X 

F E E T I T L E 

10(1 a.-re- of laud, being all uf Pre einption Survey Xo. *0 ns 
described in Patent dated Nov. mhor 11. I9b"i. recorded in Volume 7, 
Page 7.'. of th.- Deed Record.- oi Cull" r-on County. Texa-, and being 
the san.e land cvered lo I) I dated January i l l . 1909. from R B. 
..|c(io\veii. Jr.. el aL. to Duval Corporation, recorded in Volume Sti, 
Page 121 o f t h e Deed Records o f Cu lbe l -Ol i Conn I y, Texas. 

2. Conveyance of the Production Payment. The (Irantors, in con
sideration of the payments made and agreed to be made to them by the 
(irantee of the Purchase Price pursuant to the provisions of Paragraph 
7 of the Conveyance and of other good and valuable consideration, the 
receipt, adequacy and sufficiency of which are hereby acknowledged, 
hereby confirm nnd ratify the estates and rights created by Ihe Con
veyance, as supplemented by this Supplemental Conveyance, and. in 
furtherance of such confirmation and -ntification, the (irantors by these 
presents do hereby grant, bargain, sell, convey, c.-sign. transfer nnd 
deliver unto the (irantee. effective as <>!' I . I9S [first day 

of the calendar month in winch the Supplemental Instrument of Con
veyance of Production Payment is executed! as a production payment, 
that undivided percentage, or it 100';, the percenlaire, of the Subject 
Minerals (including, without limitation, those Subject Minerals in and 
under and which may lie produced, saved and sold and winch shall 
accrue and be attributable lo. the Suhject Interests described in Para
graph 1 of this Supplemental Conveyance) provide.1 for in Sub
paragraphs First . Second, Third and Fourth of Paragraph 2 of the 
Conveyance, together with an easement of ingress and egrees to remove 
the same f rom the applicable Subject Interests to the extent (irantors 
have the right to grant such an easement, for the purposes, upon the 
terms and conditions, and subject to the encumbrances, reservations 
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and limitations contained in the Conveyance, as supplemented by this 
Supplemental Conveyance. 

3. Warranty of Title. The Grantors hereby make, as to the Subject 
Interests described and referred to in Paragraph 1 hereof, nil of the 
representations nnd warranties contained in Paragraph 20 of the 
Conveyance. 

4. Miscellaneous Provisions. 

(n) From nnd nfter the execution nnd delivery of this Supple
mental Conveyance, the Conveyance shnll be deemed to be supplemented 
as herein provided (nnd the term "Conveynnce" shall thereafter mean 
the Conveynnce as so supplemented), and ns so supplemented shall con
tinue :n foil force and efTect, aiul none of the rights, titles or interests 
exiting or to exist thereunder shall be relea. r», diminished or 
impaired. 

(b) The Conveyance nnd this Supplemental Conveyance shnll be 
read, taken nnd construed as one und the same instrument. 

(c) Unless otherwise specifically provided herein, nil terms con
tained in this Supplemental Conveyance which nre defined in the Con
veynnce shnll for -dl purposes hereof have the meanings given to such 
terms in the Conveyance. 

I K WITNESS WHEREOF, the Grantors have executed this instrument 
in the presence of the undersigned witnesses on the date set forth in 
the acknowledgment annexed hereto, in multiple originals. 

PENNZOIL COMPANY 

[CORPORATE SEAL] 

By 
Vice President 

Attest: 

PENNZOIL PnoouciNo COMPANY 

[CORPORATE SEAL] 

By 
Vice President 

Attest: 
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PENNZOU, O I L & GAS, INC. 

[CORPORATE SEAL] 

By _ 
Vice President 

Attest: 

DUVAL CORPORATION 

[CORPORATE SEAL] 

By 
Vice President 

Attest: 
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STATE OF NEW Yum ") 

Coi NTY OK NEW YORK | 

"RETT R E M E M B E R F D that " . n 
Notary I'tibFir duly qualified.. om >, i •.••ed. sworn nnd noting in nnd for 
tho County and Stato aforesaid, .< •'-•••fy I'm*, on »nis d a y o f 

" ,108 : 

There appeared ho fore • severally eaeh of the following persons, 
oneh residing nt the address set opposite his nnme. ar.d each the desig
nate'! ollieer of tho oorporation set opposite his name, eaeh sueh cor
poration being a corporation of the state iml ica ted nnd being a party 
to the foregoing instnunent: 

, , Vice President of Pennzoil 
Corporation, a Delaware corporation 

, . , Vice President of Pennzoil 
Producing Company, a Delaware corporation 

, , Vice President of Pennzoil 
Oil & flas, Tne, a Delaware corporation 

, , Vice President of Duval 
Corporation, a Delaware corporation 

, , Vice President of New 
Dunstan, Inc., a Delaware corporation. 

Before me personally came each such person, to me personnlly 
known, and each, being by me duly sworn, did depose and say that he 
resides at the address set opposite his name and is the designated oflicor 
of the corporation set opposite his name and that said corporation is 
described in and executed the above instrument; that he knows the seal 
of the corporat ion ; that the seal affixed to such instrument is such cor
porate seal: that it was so affixed by order of the Board of Directors of 
the corporation: and that he signed his name thereto by like order and 
that the instrument was the free act and deed of the corporation. 
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Ttoforo mo nn tlnn day personally appeared each of suoli person, 
each of whom if known !•> nn- tu I - lm- person whoso nana is subscribed 
to tl foregoing instrument, uu<l known to mo to IM» tlie designated 
offie- r of the corporat ion sol opposite his name, and each acknowledged 
to mi1 that he executed said ia- trumont for the purposes and considera
tion therein expressed, in the capacity therein stated and as the act and 
deed ol* said corporation. 

TN WITNESS WIIEREOF. T have hereunto set my hand an-
ofli'-inl seal, in the City, County ami State of New Vork, this . . day 
of , IDS . 

Notary Public 

Notary Public, State of New York 

Qualified in New York County 
Commission Expires , 19.. 

My commission expires 
.19. . . 



EXHIBIT D 
to 

Instrument of ConM- anc* 
of Production F.i nent 

C E R T I F I C A T E 

Pennzoil Company, ; i Delaware corporation, Pennzoil Producing 
Compnny, a Delaware corporntion, Pennzoil (H! & Cas, Inc., a Dela
ware corporation und Duval Corporation, a Delaware Corporation 
(tlie "Grantors"), do hereby stnte and cer t i fy as follows: 

1. This Certificate is furnished pursuant to subparagraph (b) 
of Paragraph 7 of that certain Instrument of Conveyance of Pro
duction Payment dated as of duly I i i , 1PS1 between the Grantors 
ami New Dun-tan. Inc., a Delaware corporation (the "(irantee"), 
(said Instrument of Conveyance of Production Payment being 
herein called the "Conveyance"). Fu'less otherwise dr fined herein, 
defined terms used herein have the meanings assigned thereto in 
the Conveyance. 

2. Exc-pt to the extent that the representations and warran
ties contained in Paragraph 20 of the Conveyance may not be true 
as a result of transactions or states of fact permitted by provisions 
of the Convevance. the representations and warranties contain d 
in Par igrnph 2d of the Conveyance are true on nnd as of the date 
hereof as through made on nml as of such date. 

3. No Fv- t of Default, or an event which with the giving of 
notice or the , co of time, or both, would become an Event of 
Default, has occurred and is continuing, or would result f rom the 
payment of the installment of the Purchase Price to be made on 
the date hereof. 
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I N WiTKt&s WHEREOF, llic f i ran to r.s have caused this certificate to 
be duly executed by officers, of the (irantors thereunto duly authorized, 
as of this day of ,19 •. 

PENNZOU, COMPANY 

By 
Title: 

PENNZOIL PHODUCINQ COMPANY 

By . 
Title: 

PENNZOIL O I L & GAS, INC. 

By 
Title: 

Dt 'VAI. CoilPOUATION 

By 
Title: 

• Insert the date of payment of thc applicable installment of thc Purchase Price. 



>vJUUBlT C 

to Mortgage, Deed of Trust 

and Assignment of Production 

Unrtgag*, fori* nf ©ntst 
anil 

AHBtgnmrnt nf Prniiurtum 
Dated ,198 

NEW DUNSTAN, INC. 

TO 

F. D. THOMPSON 

AND 

W. T. FOX in , 

AND 

CITIBANK, N.A, 

Trustees 

As Agent 

Return recorded counterpart* to: 

SIHATIMAN t STIBUNC 
390 Park Avenue 
New York. New Yo V 10022 
Attention: Michael A. Rosa, Esq. 

Thli instrument was prepared by: 

Frank \V. R Hubert. Jr. 
3000 One Shell Pla/a 
Houston, Texas 77002 



THIS S IMPLEMENT AL MORTGAGE, DEED OF TRUST AND 
ASSIGNMENT OF PRODUCTION (the "Supplemental Mortgage") 
(luted , 19S , frnm XEW DIXSTAN, INC.. :I Delaware non-profit 
corporatiim (tlie "(\niipnny"), to V. D. THOMPSON of lion-ton, Texas 
and \V. T. Fox I I I of Houston. Texns (herein collectively the "Trus
tees" and individually a "Trustee"), and CITIHASK, X.A., a national 
hanking association (thc "Agent"), 

WITNESSETH: 

WnF.nEAS, the Company, the Trustees and the Agent have hereto
fore entered into that certain Mortgage, Deed of Trust and Assignment 
of Production dnted duly IG, 1981 (the "Mortgnge"), an executed 
counterpart of which is recorded in Volume , Page of the Deed of 
Trust Records of Culberson County, Texas, to which recorded counter
part reference is made for all purposes; 

WIIF.UKAS. concurrently with the execution of thL Supplemental 
Mortgage, the Compnny and the Grantors have executed and delivered 
a Supplemental Instrunient of Conveyance of Production Payment, in 
the form attached hereto as Exhibit A; and 

WnF.nKAS, the Company desires to supplement the Mortgage by 
executing this Supplemental Mortgage as provided in Subsection R 
of Section 2.2 of the Mortgage; 

Now, THF.UF.FOHK, the Company hereby executes and delivers this 
Supplemental Mortgage as follows: 

Addition to Mortgaged Property. The Mortgaged Property 
hereh\ includes the Production Payment ns defined und described in 
the Conveyance, as supplemented by the Supplemental Conveyance. 

2. Cc: firmation of Mortgage. Tlie Compnny hereby confirms and 
ratifies the estates and rights created by the Mortgage, as supplemented 
by this Supplemental Mortgage, and, in furtherance of such confir
mation and ratification and to secure the payment of the indebtedness 
described in Section 1.1 of the Mortgage and the performance of the 
covenants therein umi in the Notes contained, i i consideration of 
the loans made to the Company by the Banks pursuant to the Credit 
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Agreement, tho Company hy these presents does grant, bargain, soli, 
mortgage, create a security interest in, pledge assign, transfer, 
convey, set over and deliver onto the Trustees and their successors in 
this trust ami unto their assigns, the Production Pcy merit, including 
oil the Company's interest in the Production Payment Minerals and 
the proceeds thereof, and all rights, titles, interests, estates, romp-
dies, powers and privileges vested in the Company as the owner of the 
Production Payment or which the Company now has or may become 
entitled to under or by virtue of the terms and provisions of the Con
veyance as supplemented by the Supplemental Conveyance. 

3. Miscellaneous Provisionp. 

(a) From and after the execution and delivery of this Supple
mental Mortgage, the Mortgage shall be deemed to be supplemented as 
heroin provided (and th" term "Mortgage"' shall thereafter mean the 
Mortgage as so supplemented and the term "Conveyance'' as used in the 
Mortgage shall thereafter mean the Conveyance as supplemented by the 
Supplemental Conveyance), and as so supplemented shall continue in 
full force and effect, and none of the rights, titles or interests existing 
or to exist thereunder sliall be released, diminished or impaired. 

(b) The Mortgage atid this Supplemental Mortgage shall be read, 
taken and construed as one and the same instrument. 

(c) Unless otherwise specifically provided herein, all terms con
tained in this Supplemental Mortgage which are defined in the Mort
gage shall for all purposes hereof have the meanings given to such 
terms in the Mortgage. 
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I N WITNESS WHEREOF, the Company has executed this instrument 
before the undersigned Notary Public in the presence of tlie undersigned 
competent witnesses after a due readin; )f the whole on the date set 
forth in tlie acknowledgment annexed hereto. 

NEW DUNSTAN, INC. 

[CORPORATE SEAL] 

By: 
President 

Attest: 

Assistant Secretary 

The address of New Dunstan, 
Inc is: 

STATE OF NEW YORK 
COUNTY OF NEW YORK 

BE I T KEMEMBEEEH THAT. 1. he undersigned, a Notary Pi blic duly 
qualified, .-worn ami acting in aie' "ar the County nnd State aforesaid, 
hereby certify that on this of , 193..: 

There appeared before ine the loitowing person, residing at the 
;iddre>s set opposite his mum . and IHMIIE the designated officer ol 
the corporation sci opposite Ins name, s. li corporation being a cor
poration of tin designated jurisdiction and Indi g a party to the fore
going instrument: 

, Vice President of New Dunstan, Inc., 
a Delaware corporation. 
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Before mo personally enmo sueh person, to me personally known, 
and ho, being hy me duly sworn, did depose and say that he resides at 
the address set opposite his name and is the dextgna'ed officer of the 
corporation set opposite his name and that said corporation is described 

(New York) in and executed the above instrunient; that he know- the seal of the 
corporation: that the seal affixed to such instrument is such corporate 
seal; that .t was so affixed by order of the Board of Directors of fhe 
corporation; and that he signed his name thereto by like order and that 
the instrument was the free act and deed of the corporation. 

Before me or. this day personally appeared such person, who is 
known to me to be the person whose name is subscribed to the fore
going instrunient, and known to mc to be fhe designated officer of the 

• Tens) corporation set opposite his name, and he acknowledged to tne that he 
executed said instrument for the purposes nnd consideration therein 
expressed, in the capacity therein stated and as the act and deed of 
said corporation. 

TN W I T N E S S WHEREOF, I have hereunto set my hand and 
official seal, in tlie City, County and State of New York, this day 
of ,198 .. " 

Notary Public 
Notary Public. State of New York 

Qu- lifted in New York County 
Com *sion Expires , 
198.. 

My commission expires 

,19 • 
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such borrowing, tho Provident, or any Vi.-- Pr.-i . l .-nl of tho Company bo and each of thorn 
i« hereby nn!horizo«l aud directed to exveuto and deliver, on behalf nnd in tho name of the 
Cotiipnuv. pm.m-o'-v note- payable io tl rder of the Hank-. «uh-innlinll> in the form 
, . f the A Note- and U N'ote*. i-e-pootively. da ' c l tin- date of the initial i ..rrnwing under 
the Cr - . l i t .U'lee.n •nl ahd payable a- to |»r!tun}I and bearing interest there,.,) a- therein 
provided, with -ueh .•hang.- therein a- -neb ...boor exeeuting the -am- -hall approve, 
h i - execution thereof t.. !..• ronelu-ivc evidence of -ueh approval; and f u r l ! 

RK.sot.vrn. that a- soenrity for tin' repi»ymor.t of the indebtedness , id. need by the 
Note- and the ether indebtedness , , f the Compnny referred to in Section 1 I of the below 
mentioned Morl-ago. the Company mortgage to F. I). Th.unp-nn, Hou-Cii . Texa-. and 
vV. T. Fox. I I I . Ilou-ton. Texa- a- Tru-tee-. the Production Pavment i- -hiding a'l the 
Conipnny's inter.'-'- in the Production Payment Mineials (a- that term i - defined in the 
Conveyance) an.l all rights, t i l l . - , interests, estate^, remedies powers and privilege.-, of 
the < 'ompanv ther-m. r.lul a--'gn to i itibnuk. N V a- A "en! far the Accent of 'he ICnk . 
tbe Company'- ii r . - t in the Production Pav 'it Minerals and the proceeds thereof: 
an.l tha' the C.e ;.ai take all n.-c —ary iietn. i reeoid. lih' and perfect the security 
in tere- t - i leal. ,] thereby : ami further 

RF.-OI.VII.. that the form and term- ofthe Mortgage. Deed of Tru-d nnd As-ignmont of 
Production ("Mortgage") nceompanving thi- Written Con-cut bv which the Compnny is 
t.» mortgage the Production Pu\ netit '.. ihe Trustee- nnd assign to Citibank. N.A.. n-
Agent for the \c.'oniil i ' I - - p.niik-. all production of the Production Pavment Minerals 
nn.I the pr cd- then..;, a- nfore-a'd, be and the -ame are herein nppr >ved. and that 
the Pr.-ideni or anv Vice President of the Companv be ne l each of them hereby is 
nut ' io r i /e . l un.l .liro.-ted to execute and deliver to the T r u s t c - nn.I Citibank. N.A.. ns 
Agent, on behalf of and in the name of the Cniup.inx and under it> corporate seal 
attest.'.! by the Seerelary or any A—i-tutil S .cretary ot the Company, a mortgage, .h od of 

t . usl ami nvignment of production MI substantial! form of the Mortgage, with -uch 
changes theiem a- mav be ;<nprnvcd I the o f f i c r ol the Company executing the same, his 
n p p r o w ' ihoronf being conclusive evi.h n c of such approval; and further 

Rrsoi.VK.n. that the Conveynnce, lhe Mortgage, the Credit Agreement and copies of the 
Note- be filed by the Secretary or any Assistant Secretary of the Compnny among the 
record- of the Company; and further 

RKSOI.VI n. th,«t the ..flieer- . . f the ('oinpnm be and they hereby are authorized to do nnd 
p e r f o r m such act- ami thing- and to -ign such documents nn.l certificate-* an.l to take all 
Mich other action. n« thev may deem to be necessary or advisable or convenient or proper 
to car ry .mi 'he intent of tb" fore-;..ini: resolution-, including, without limitation, in 
t he event tlieS.ipplcmcnt.il l u - t ru nt of Coiivcynn.-eof p ...he I imi Payment, a- denned 
in t l , , . Convevarce. i - e\. e ' .d and delivered, tile exceiltlo, and delivers to the Trus
tees and Citibank. WA., a- Vgelit. of a Suppl. mental Mo; cage. Deed of T iu - t an.l 
Assignment of Produo-tmu •ub-tantially in tlie form of F.xhib: C to »h< Mortgage a-
executed, with -uch change- therein a- mav be approved bv 'he . licer >'| the Company 

ex-', nting 'he snme, hi- . \ i C n thereof t,, 1 nelu-ive evidence ,' -ueh approval, the 
.•xe.-ution of . l i \ i-ioti order-, ti 'an-fei older- an.l payment order- aim • f any o'lief in- ' ru 
ui.-nt- oi documents which llioA mav il.-elli be neee—ary or proper Ut the ' un pa 11 y 
or anv a—igttee of the I .•nitKinv >»t v*'.':r: f 'be Prn.|itet :oii Pav ni.-i.' " line for - a-. 
ment of all or anv part of the pio.ee.l- of production accruing or allributaiile to tin- Pro
duction Payment an.l ful ly In perform the provi-hoi. " f the conveyance, the ornl i l agree
ment, the mortgage, the no!. - and lhe other agreenieiils executed and delivered on behalf 
of the Company pur.-uanl to the-e re-ulul'mus, 



C E R T I F I C A T E 

I . tho undersigned. Assistant Secretin) of NEW DISSTAIC, INC., a 
Delaware non profit corporation (tho "Company") , 'Iti hereby cert ify 
that the foil-going is a true and correct copy of Resolutions duly 
adopted by the Hoard of Directors of the Company hy unanimous eon-

.-nt on .Inly 9, 1981, which Resolutions have not IMM revoked, re
minded or modified and are currently in fu l l force and effect, and that 
tin- Mortgage, Deed of Trust and Assignmenl dated duly I f , 1981 to 
which this Kxhihit D is at' ied and made a part, executed and de
livered hy the Company, i> uhstantially the form of that instrument 
referred to in said Resolui.ons submitted to and approved hy tho 
Hoard of Directors b> unanimous consent as aforesaid. 

WITNESS my hand and the seal of the Company this 16th day of 
July, 1981. 

ANOREW M. BAKER, Assistant Secretary 

N'KW D C N - T A N , I N C . 

[CORPORATE S E A L ] 
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United States Department of the I n t e r i o r 
Minerals Management Service 
Gulf of Mexico OCS Region 
Imperial Ofice B u i l d i n g 
Metairie, Louisiana 70010 
Attention: LE-3-1 Ms. Boehm 

Re: Lease Numbers OCS -G 2317 OCS -G 2912 

ocs -G 2398 OCS -G 3141 

ocs -G 2403 OCS -G 2195 
ocs -G 2410 OCS -G 3299 

cr -G 2412 OCS -G 3388 
QK.Z G 2 121 OCS -G 3390 

oc~ •G 2426 ocs -G 3400 

ocs -G 2607 ocs -G 3414 

ocs -G 27 39 ocs -G 3589 

ocs -G 2743 ocs -G 2271 

ocs -G 2786 ocs -G 3416 

ocs -G 3286 ocs -G 2619 
OCS -G 2591 ocs _ — 2837 
ocs -G 2910 ocs -G 2888 

Gentlemen: 

Mesa Petroleum Co. ("Mesa") has executed an Act of 
Co l l a t e r a l Mortgage, C o l l a t e r a l Chattel Mctg^ge, Pledge and 
Assignment of Production 'Louisiana) dated February 17, 198 2 
(''Collateral Mortgage") securing a C o l l a t e r a l Mortgage Note 
i n che amount $3,000,000,000 which .ias been pledged to 
Citiban; , N.A. The C o l l a t e r a l Mortgage a f f e c t s Mesa's i n t e r 
est in the above-cantioned leases and fu r t h e r pledges and 
assi9ns production from those leases. 

In order that t h i "d persons may be placed on notice 
as to the execution and e f f i c a c y of t v e C o l l a t e r a l Mortgage, 



LISKOW & Lewis 

February 28, 198 3 
PAOE 2 

please f i l e one copy of t h i s l e t t e r , w i t h an attached d u p l i 
cate o r i g i n a l of the C o l l a t e r a l Morcgage i n '•he f i l e s i n your 
o f f i c e r e l a t i n g t o each of the above-captioned leases. 

By your signature i n the space provided on the photo
copies of t h i s l e t t e r , please acknowledge that f i l i n g has been 
accomplisned pursuant to t h i s request. 

Yours very t r u l y , 

LISKOW & LEWIS 

MCM:mb 
F-.rlosures 

r i l i n g accomplished as requested 



STATE OF NEW YORK 
Cor NT Y OF NEW YORK j 

ACT OF 
COLLATEK \L MORTGAGE. 

COLLATERAL CHATTEL MORTGAGE. 
PLEDGE AND ASSIGNMENT OF PRODUCTION 

(LOUISIANA) 

Dated February 17, 1983 

BE IT KNOWN, that on this seventeenth day of February, 1983, before me, the undersipict. 
authority, a Notary Public in and for the County of New York, State of New York, and in the 
presence of the two undersigned competent witnesses, personally came and appeared MESA 
PETROLEUM CO., a Delaware coiporation (herein called the "Mortgagor"), being herein 
represented by John F. Boros, its Vice President, said person being duly authorized so to act by 
resolutions of the Board of Directors of his corporation, a certified copy of which is attached hereto 
as Exhibit A- l , and said person declared unto me, said Notary, in the presence of said witnesses, 
tha: the Mortgagor desires to obtain funds from any person, firm or corporation willing to lend the 
same; and the Mortgagor is desirouj of securing the performance of any obligation it may have 
previous1/ incurred; and for such purpose, the Mortgagor by these presents declares and acknowl
edges an indebtedness in the sum of THREE BILLION DOLLA KS ($3,000,000,000) and to evidence such 
indebtedness the Mortgagor has executed a demand promissory note, being dated even date 
herewith, said promissory note being in the principal amount of $3,000,000,000, made payable to 
the order of Bearer, due on demand at the offices of Citibank, N.A., at 399 Park Avenue, New York, 
New York 10043, and said promissory note is stipulated to bear interest at the rate of eighteen 
percent (18% ) per annum from date thereof until paid, and to provide for attorneys' fees, fixed at 
ten percent (10% ) of the amount due or sued for or claimed or sought to be protected, preserved or 
enforced thereunder (said promissory note being hereinafter referred to as the "Mortgage Note"), 
all as set forth in the unexecuted copy of the Mortgage Note which is attached hereto as a pa i t 
hereof and identified as Exhibit A-3, said Mortgege Note having been paraphed "Ne Varietur" by 
me, Notary, for identification with this Act of Collateral Mortgage, Collateral Chattel Mortgage, 
Pledge and Assignment of Production (herein referred to as this "Mortgage"), was delivered to the 
Mortgagor, which hereby acknowledges receipt thereof, and Mortgagor further declared that tha 
Mortgage Note would be pledged to CITIBANK, N.A. for the purpose of raising funds, as heretofore 
stated; and the Mortgagor hereby acknowledges that it is justly indebted unto any future holder or 
holders of ail or any part of the indebtedness evidenced by the Mortgage Note in the full amount 
thereof, together with interest, attorneys' fees, and collection fees, and all other costs and 
indebtedness provided for herein, including the compensation of a keeper, should any accrue (al) 
such future holder or holders of the Mortgage Note being hereinafter referred to as the "Bank", 
whether one or more). 

In t' i event that the Mortgage Note should be placed in the hands of an attorney, after its 
maturity, to institute legal proceedings to recover the amount thereof, or any part thereof, in 
principal or interest, or to protect the interests ofthe holder or holders thereof, or in the event that 
the same should be placed in the handr. of an attorney for collection, compromise, or other action, 
the Mortgagor hereby binds itself to pay the fees of the attorney who may be employed for that 
purpose, which fees are hereby fixed at ten percent (10^ ) of the amount due or sued for, or claimed 
or sought to be pt otected, preserved, or enforced. 



For all purposes of this instrument, urdess the context otherwise requires: 

A. "oil and gas leases" shall include oil. gas and mineral leases and shall also include 
subleases and assignments of operating rights. 

B. "Hydrocarbons" shall mean oil, gas, casinghead gas and other liquid or gaseous 
hydrocarbons. 

C. "Production Sale Contracts" shall mean contracts now in effect, or hereafter 
entered into by the Mortgagor, or the Mortgagor's predecessors in interest, for the sale, 
purchase, exchange or processing of Hydrocarbons produced from thc lands under the oil 
and gas leases, mineral, overriding royalty, royalty and other interests described in Exhibit 
B attached hereto and made a part hereof. 

D. "lands described ir Exhin: . shall include any lands either described in Exhibit B 
or the description of which is incorp- vted in Exhibit B by reference to another instrument 
or document or which are covered or affected by an oil and gas lease, mineral, overriding 
royalty, royalty and ether interests, and shail also include any lands now or hereafter 
unitized or pooled with lands which are either described in Exhibit B or the description of 
which is incorporated in Exhibit B by reference. 

E. "Related Contracts" shall mean all unitization, operating and pooling agreements 
and other contracts and agreements that relate to the Mortgagee's interest in the lands 
described in Exhibit B or the oil and gas leases described on Exhibit B. 

I*. "Commercial Movables" shall mean all corporeal movable property of whatever 
kind or character now or hereafter owned by the Mortgagor and placed upon the lands 
described in Exhibit B or on a unit including all or part of the lands described in Exhibit B 
at which location the Mortgagor operates as a commercial and industrial facility oil and 
gas wells, and which corporeal movables are used by the Mortgagor in the conduct of such 
activity, or are dedicated to the use and exploitation of any mineral right, it being the 
intention of the Mortgagor to mortgage and affect all corporeal movables now cr hereafter 
owned by the Mortgagor that are located from time to tine on the lands described in 
Exhibit B or on a unit including all or part of the lands described in Exhibit B for use in the 
conduct of the foregoing commercial and industrial activity or are dedicated to the use and 
exploitation of any mineral right. 

G. "Operating Equipment" shall mean -ill surface or subsurface machinery, equip
ment, facilities, supplies or other property of whatsoever kind or nature (excluding drilling 
ri^3, drill pipe, mud pumps, trucks, automotive equipment or other property taken to the 
premises to drill a well or for other similar temporary usesi now or hereafter located on or 
under any of the lands described in Exhibit l i or on a unit including all or part of the lands 
described in Exhibit B which are used or useful for the production, treatment, storage or 
transportation of or exploration for hydrocarbons, including, but not by way of limitation, 
all oil wells, ga3 wells, platforms, water wells, injection wells, casing, tubing, rods, pumping 
units and engines, christmas trees, derricks, separators, gun barrels, How lines, tanks, gas 
systems (for gathering, treating, compression, disposal and injection I, chemicals, solutions, 
water systems (for treating, disposal and injection), pipe, pipelines, boilers, compressors, 
connectors, power plants, poles, lines, transformers, starters and controllers, machine 
shops, tools, storage yards and equipment stored therein, buildings and camps, telegraph, 
telephone and other communication systems, roids, loading docks, loading racks and 
shipping facilities, together with all improvements, betterments and additions thereto and 
replacements thereof. 

H. "Mortgaged Property" shall mean the properties, rights and interests hereinafter 
described and defined as the Mortgaged Property. 

I. "Indebtedness" shall have the meaning stated below. 

2 



And now, in order to secure the full, due, and punctual payment of all indebtedness 
evidenced by the Mortgage Note, and/or any extension or renewal thereof, as well as all costs, 
taxes, assessments, charges, insurance premiums, attorneys' and collect' ' 'es, and other costs 
and indebtedness incurred or paid hereunder, including the compens?;. a keeper, and any 
sums adv.nced or expenses or costs incurred by the Bank (or any receiver or keeper appointed 
hereunder) which are made or incurred pursuant to, or permitted by, the terms hereof, plus 
interest at the rate herein specified or otherwise agreed upon, from the date of the advances or 
the incurring of such expenses or costs until reimbursed, and to secure the faithful performance 
and observance of all obligations, agreements, covenants and stipulations contained herein and 
in the Mortgage Note (all of the preceding being hereinafter sometimes collectively referred to 
as the "Indebtedness"), the Mortgagor declares that it does by these presents mortgage, effect, 
pledge, assign and hypothecate to the Bank, whether the Mortgage Note may be held by the 
Bank as an original obligation or in pledge, all of the Mortgagor's right, title and interest, 
whether now owned or hereafter acquired, in and to the following properties, rights and 
interests: 

(a) the lands described in Exhibit B, and the oil and gas leases, the fee, mineral, 
overriding royalty, royalty and other interests which are specifically described in Ex' 
B, 

(b) the presently existing unitization and pooling agreements and the 
covered and the units created thereby (inclu ng all units formed under orders, r 
rules or other official acts of any feder state or other governmental afc 
jurisdiction) which are specifically described in Exhibit B or which relate t. 
properties and interests specifically described in Exhibit B, 

(c) the Hydrocarbons which are in, under, upon, produced or to be produced from ..' • 
lands described in Exhibit B, 

(d) the Production Sale Contracts, 

(e) th. : Related Contracts, 

(f) the Commercial Movables, 

(g) the Operating Equipment, 

(h) all subleases, farmout agreements, assignments of interest, assignments of operat
ing rights, contracts, operating agreements, rights of way, franchises, privileges, permits, 
licenses, easements, tenements, hereditaments, appurtenances and benefits now existing or 
in the future obtained and incident to or in the future obtained and incident and appurte
nant to any of the foregoing, 

ii) all rights in and to all lease records well records and production records which 
relate to any of the foregoing, and 

(j) all other rights, titles and interests of the Mortgager in, ro and under or derived 
from the lands, leases and properties described in Exhibit B. even tnongh the Mortgagor's 
interest therein may be incorrectly or insufficiently described or referred to in Exhibit B. 

(all 'he aforesaid properties, rights and interests, together with any additions thereto which 
mr.y ' 'jjected to the iien of this instrument by means of supplements hereto, being 
her-- r ailed the "Mortgaged Property"). 

•owever, io (i) the restrictions, exceptions, reservations, conditions, limitations, 
inf • ther matters, if any, set forth or specified to in the specific descriptions of such 
• ..s and interests in Exhibit B (including all presently existing royalties, overriding 

I ynents out of production and other burdens which are specified in Exhibit B and 
• t'.V ,1 into consideration in computing any decimal interests set forth in Exhibit B), 
. i i - i pf . (e u> ' assignment of production contained in Article //hereof, but only insofar and 

so lo- .;, aid ? dgnment of production is not inoperative under the provisions of Section x?4 
herec jiid , 'he condition that the Bank shall not be liable in any respeet for the 
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performance of any covenant or obligation of the Mortgagor in respect of the Mortgaged 
Property; 

To HAVE AND TO HOLD the Mortgaged Property unto the Bank forever to secure the 
payment of the Indebtedness and to secure the performance of the obligations of the Mortgagor 
herein contained. 

The Mortgagor, in consideration of the premises and to induce the Bank to make the loan 
abovo described, hereby covenants and agrees with the Bank as follows: 

ARTICLE I 
Particular Covenants and 

Warranties of the Mortgagor 

1.1 Payment of the Indebtedness. The Mortgagor will duly and punctually pay the 
Indebtedness, including, without limitation, each and every obligation owing on account of the 
Mortgage Note. 

1.2 Warranties. The Mortgajor warrants that (a) the oil and gas leases described in 
Exhibit B are valid, subsisting leases, superior and paramount to all other oil and gas leases 
respecting the properties to which they pertain, (b) the Mortgagor, to the extent of the interest 
specified in Exhibit B, has and will hav-? good and marketable title to each property right or 
interest constituting the Mortgaged Property and has a good and legal right to mortgage the 
same to the Bank, it being understood that the Mortgagor's interest in each oil and gas lease 
shall exceed the Mortgagor's net interest in production from such oil and gas lease to the extent 
of the M<-- 'gagor's proportionate share oi" the Durden of all royalties, overriding royalties and 
other such payments out of production, (cj the Mortgaged Property is free from all encum
brances or liens whatsoever, except as may be specifically set forth in Exhibit B or as permitted 
by the provisions of Section 1.5(e) hereof, (d) the Mortgagor is not obligated, by virtue of any 
prepayment under any contract providing for the sale by the Mortgagor of Hydrocarbons which 
contains a "take or pay" clause or under any similar arrangement, to deliver Hydrocarbons at 
some future time without then or thereafter receiving full payment therefor, (e) each of the oil 
and gas leases described in Exhibit B is in full force and effect, and all royalties due and payable 
have been timely and correctly paid, and all severance and production taxes with respect 
thereto have been timely and correctly paid, and (f) all producing wells located thereon have 
been drilled, operated, and produced in conformity with all applicable laws, and ruies, regula
tions, and orders of all regulatorv' authorities having jurisdiction, and are subject to no 
penalties on ac-ount of past production, and that such wells are in fact bottomed under and are 
producing from, and the well borc3 are wholly within, lands described in Exhibit B. The 
Mortgagor hereby covenants that it will warrant and fore er defend the Mortgaged Property 
unto the Bank, against every person whomsoever lawfu'ly claiming the same or any part 
thereof, will maintain and preserve the Mortgaged Property free from all encumbrances or 
liens whatsoever, except as may be specifically set forth in Exhibit B or as permitted by the 
provisions of Section 1.5(e) hereof and will maintain and preserve the lien hereby created so 
long as any of the Indebtedness remains unpaid, ^ f i 0 Mortgagor also warrants that (w) the 
Mortgagor is a coporation duly organized, validly existing and in good standing under the laws 
of the Stale of Delaware and is duly licensed 0-" qualified and in good standing as a foreign 
corporation authorized to do business in each jurisdiction in which any part of the Mortgaged 
Property is located, (x) the execution and delivery of this instrument and the Mortgage Note are 
within the Mortgagor's corporate powers and have been duly authorized by the Mortgagor by 
al! necessary corporate action (no shareholder action of the Mortgagor being required for the 
Mortgagor to execute and deliver this ir. .trument), (y) the Mortgagor is now in a solvent 
condition and no bankruptcy or insolvencv proceedings are pending or contemplated by the 
Mortgagor and (z) this instrument and the Mortgage Note each is the legal, valid and binding 
obligation of the Mortgagor enforceable against the Mortgagor in accordance with its terms, 
except as enforceability thereof may be limited by bankruptcy, insolvency, reorganization or 
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moratorium or other similar laws relating to creditors' rights and by general equitable 
principles which may limit the right to obtain equitable remedies. 

1.3 Further Assurances. The Mortgagor will execute and deliver such other and further 
instruments and will do such other and further acts as in the opinion of the Bank n ay be 
necessary or desirable to carry out more effectively the purposes of this instrumen inc jding, 
without limiting the generality of the foregoing, (a) prompt correction of any defect which may 
hereafter be discovered in the title to the Mortgaged Property or in the execution and 
acknowledgment of this instrument, the Mortgage Note, or any other note or document 
executed in connection herewith, and (b) prompt execution and delivery of all division or 
transfer orders which in the opinion of the Bank are needed to transfer effectually to the Bank 
the assigned proceeds of production from the Mortgaged Property. 

1.4 Taxes, Subject to the Mortgagor's right to contest the same, the Mortgagor will 
promptly pay all taxes, assessments and governmental charges (including but not limited to 
severance taxes) legally imposed upon this instrument or upon the Mortgaged Property or 
production therefrom or upon the interest of the Bank therein, or upon the income and profits 
thereof. 

1.5 Operation of thc Mortgaged Property. So long as the Indebtedness or any part 
thereof remains unpaid, and whether or not the Mortgagor is the operator of the Mortgaged 
Property, the Mortgagor shall, at the Mortgagor's own expense: 

(a) Do all things necessary to keep unimpaired the Mortgagor's rights in the Mort
gaged Property and not, except in the ordinary course of business, abandon any well or 
forfeit, surrender or release anv oil and gas lease or any rights in the Mortgaged Property 
with respect to the Mortgagee Property without th" prior written consent of the Bank; 

tb) Cause the lands described in Exhibit B to be maintained, developed, protected 
against drainage, and continuously operated for the production of Hydrocarbons in a good 
and workmanlike manner as would a prudent operator, and in accordance with generally 
accepted practices, applicable operating agreements, and all applicable federal, state and 
local laws, rules and regulations, excepting those being contested in good faith; 

(c) Fay, or <"ause to be paid, promptly as and when due and payable, all rentals and 
royalties payable ir. respect of the Mortgaged Property, and all expenses incurred in or 
arising from the operation or development of the Mortgaged Property and furnish the 
Bank us and when requested with full information with respect to such payments; 

(dl Cause the Operating Equipment to be kept in good and effective opeiating condi
tion, and all repairs, renewals, replacements, additions and improvements thert >f or 
thereto, needful to the production of Hydrocarbons from the lands ^escribed in Exhibit R. 
to be promptly made; 

(e) Cause the Mortgaged Property to be kepi free and clear of Hers, charges and 
encumbrances of every character, other than ( l l the lien hereof, (2) taxes constituting a 
Men but not due and payable. (3) defects or irregularities in title, and liens, charges or 
encumbrances, which are not such as to interfere materially with the development, 
operation or value of the Mortgaged Property and not such as to affect materially title 
thereto, (4) those set forth in Exhibit B, (C) those being contested by the Mortgagor in good 
faith in such manner as not to jeopardize the Bank's rights in and to the Mortgaged 
Property, and (6) those cor iented to in writing by the Bank; and 

(f) Carry in standard insurance companies and in amounts satisfactory to the Bank 
the following insurance: (11 workmen's compensation insurance ana public liability and 
property damage insurance in respect of all activities in which the Mortgagor might incur 
personal liability for the death of or injury to an employee or third person, or damage to or 
destruction of another's property, and (2) ' i the extent such insuranc- is generally carried 
by others engaged in similar undertakings in the same general areas in which the 
Mortgaged Property is located, insurance in respect of the Operating Equipment (with loss 
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payable clauses in favor of the Bank), against loss ot damage by fire, lightning, hail, 
tornado, explosion and other similar risks. 

Th* Hank may from time to time, in its discretion, perform any agreement of the 
Mortfjj> r \mder thie Section 1.5 or Section l.J, hereof which the Mortgagor shall fail to perform 
="•' tr.! "my other action which the Bank deems necessary for the maintenance or preservation 

•. >. .he Mortgaged Property or its interest therein, and the Mortgagor agrees forthwith tc 
rt:..ibur.-<? the Bank for any and all expenses of the Bank in connection with such performance 
or action together witn Interest thereon at the rate oi" eighteen percent (18% I per annuo .om 
the date such expenses are incurred until such expenses are reimbursed by the Mortgagor. 

1.6 Recordir^ etc. The Mortgagor will promptly, and at its own ex̂ >ense. record, regis
ter, deposit and file this and every other instrument in addition or supplemental hereto in such 
offices and places, at such times and with such fioquencj as may be necessary to preserve, 
protect and renew the lien hereof as a first lien on real ^nd personal property, as the case may 
be, and the rights and remedies of the Bank, and otherwise will do and observe all things or 
matters necessary or expedient to be done or observed by reasen of any law or regulation of any 
State or of the United Sl.tes of America or of any other competent authority, for the purpose of 
effectively creating, maintaining and preserving the lien hereof on t..e Mortgaged Property. 

1.7 Sale or Mortgage of the Mortgaged Property. Except as provided in Section 1.5(e) 
hereof and except for sales of severed Hydrocarbons in the ordinary course of the Mortgagor's 
business and the lien and security interest created by this instrument, the Mortgagor will not 
sell, convey, mortgage, pledge or otherwise dispose of ur encumber thc Mortgaged Property nor 
ary Portion thereof, nor any of the Mortgagor's right, title or interest therein, without first 
securing the written consent of the Bank. 

1.8 Records. State^ients and Reports, The Mortgagor wil! keep proper books of record 
and account in which complete and correct entries will be made of the Mortgagor's transactions 
in accordance with generally accepted accounting principles and will furnish or cause to be 
furnished to the Bank (a) upon its request, but not more than once a year, reports prepared by 
an independent person or firm acceptable to the Bank conce-ning (J I tne quantity of Hydro
carbons recoverable from the Mortgaged Property, (2) the projected income and expense 
attributable to the Mortgaged Property, and (3) the expediency of any change in methods of 
treatment or operation of all or any wells productive of Hydrocarbons any new drilling or 
development, any method of set • ^ary reco'vry by repressuring or otherwise, or any other 
action with respect to the Mortgage Proper y, the decision as to which may increase or reduce 
the quantity of Hydrocarbons ultimately recoverable, or the rate of production thereof, (b) 
monthly, a report showing the gross proceeds from the sale of Hydrocarbons produced from the 
lands described in Exhibit Ji (including a..v thereof taken by the Mortgagor for the Mortgagor's 
own use), the quantity of h Hydrocarbons .old, the severance, gross production, occupation, 
or gathering taxes deducti u from or paid out of such prcceeos, the number of wells '"derated, 
drilled or abandoned, and such other information as the Bank may rp;i=onably requ .U (cpon 
request of the Bank, sucn reports referred to in clauses (a) and ibi above shall set f >rtl. such 
information on a lease or unit basis), and I d such other information concerning the business 
and affairs and financial condition of the Mortgagor as the Bank may from time to time 
reasonably request. 

1.9 .Vo Goi'cmmental Approvals. The Mortgagor warrants that no approval cr consent 
of any regul ltory or administrative commission or ..Mthority, or of any other governmental 
body, is necessary to authorize the execution and delivery of this instrument or of the Mortgage 
Note, or to authorize the observance or performance by the Mortgagor of the covenants 
contained herein or in the Mortgage Note. 

1.10 Right of Entry. The Mortgagor will permit the Bank, or its agents, io enter upon the 
Mortgaged Property, and all par s thereof, for the purpose of investigating and inspecting the 
condition and operation thereof. 
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1.11 Corporati' Status. The Mortgagor <a> will continue ,eu.'- »'trar.:-ed and ex .sting 
under the lav.s of the State of Delaware, duly qualified to tram a.' f"i«- - • ach state A'heve 
the conduct of it-s business requires it tu he qualified ana Jul. an* ' i oh -nd 
perform its obligations und' • the Mortgage Note and this instrument nn ' i w " not «rt h. . t 
the prior written consent of the Bank, consolidate or merge ith any ot.'er .orpora.to-.. 

1.12 Legal Proceedings. The Mortgagor will notify the B i n ! in vr i t ing , t-'orr'. y of the 
commencement of any legal proceedings materially ».;id adv-selv affecting ih' 'ungated 
Property or any part thereof and will take such action as may ht new sary to IN escr e I'? and 
the Hank's rights affected thereby; and should the dortgagor fad t ..'"'.se to take any SUCH 
action. tht> Hank may at its election take such action in behalf and in the naf ' ct the Vnrtgr.go; 
and at the Mortgagor's expanse. Moreover, the Bank at its option rr...;. a':e juch i .dc tW>ient 
action on its own behalf as holder of rights or liens on said properties a j it T»y in :*° diwrst 'on 
deem proper, all expenses incurred in such actions, togt fher with interest t h e r w i ai .he rate of 
eighteen percent l l H ' . ) per annum, also being reimbursai.de to it by the Mortgagor and being 
payable by the Mortgagor to the Bank on demand. 

ARTICLE I I 
Pledge and Assignment of Production 

2.1 PU dge ami Assignment As f urther secun or the payment of the Indebtedness and 
to facilitate the discharge of all indebtedness for whl.'h the Mortgage Note may be pledged 3S 
security, the Mortgagor hereby transfers, pledges, assigns, warrants and conveys to the Bank, 
effective as of the date hereof, at 7:00 A.M., local time, all Hydrocarbons which are thereafter 
produced from ami which accrue to the Mortgaged Property, and all proceeds therefrom. The 
Mortgagor wil l immediately cause the title to all Hydrocarbons produced from and which 
accrue to the Mortgaged Property, together v i t h the proceeds therefrom, to be delivered to the 
credit of the Hank, to be applied to the indebtedness for which the Mortgage Note may be 
pledged ;is security. Al l parties producing, purchasing or receiving any such Hydrocarbons, or 
ha.'ing such, or proceeds th"i 'from, in t heir possession for which they or others are accountable 
to the Hank by virtue of the provisions of this Article, are authorized and directed to treat and 
regard the Hank as the assignee i- .d transferee of the Mortgagor and entitled in the Mort
gagor's place and stead to receive su i . Hydrocarbons and all proceeds therefrom; and said 
parties and each of them shall be full;, protected i ; . so treating and i og the Bank, and 
shall he under no obli tion to see to the application bj the Hank ot any such proceeds or 
payments received by The Mortgagor will furnish the Bank the names of all parties 
purchasing or receiving any of such Hydrocarbons or proceeds therefrom, and will promptly 
execute and deliver any and all transfer orders, division orders, ar.d other instruments that 
may be requested by the Hank for the purpose of effectuating the pledge and assignment 
hereundei 

.Vo Liability ofthe Hank in Coll, ctimj. The Bank is hereby absolved from all liability 
for failure to enforce collection of any proceeds so assigned and from all other responsibility in 
connection therewith, except the responsibility to account to the Mortgagor for funds actually 
received. 

2.3 Assignment Sot a Restriction on thi Bank's Rights. Nothing herein contained shall 
detrnct from or limit the absolute obligation of the Mortgagor to make payment of the 
Indebtedness ami of all obligations for which the Mortgage Note may be pledged as security 
regardless of whether the proceeds pledged and assigned by this Article are sufficient to pay the 
same, and the rights under this Article shall be in addition to all other security now or 
hereafter existing to secure the payment of the Indebtedness and of all obligations for .vh'ch 
the Mortgage Note may be pledged as security. 

2.1 Status of Pledge and Assignment. Notwithstanding the other provisions of this 
Article, the Hank or any receiver or keeper appointed in judicial proceedings for the enforce
ment of this instrument shall have the right to receive all of the Hydrocarbons herein pledged 



a r d assigned and the proceeds '-herefrom after the Mortgage Note or any other promissory 
note;- of the Mortgagor held by the Dank have been declared due and payable in accordance with 
the provisions of Section 3.1 hereof. Upon any sale of the Mortgaged Property or any part 
thereof pursuant to Article /Thereof, the Hydrocarbons thereafter produced from the property 
so soid, and the proceeds therefrom, shall b.- ir mded in 3uch sale and shall pass to the 
purchaser free and clear of the pledge and assignment contained in this Article 

2.5 Indemnity. The Mortgagor agrees to indemnify the Bank against all claims, actions 
liabilities, judgments, costs, attorneys' fees or other charges of whatsoever kind or nature 
(hereinafter in this Section 2.5 collectively called "claims") made against or incurred by the 
Bank as a consequence of the assertion, either before or after the payment in f u l l of the 
Indebtedness and of all obligations for which the Mortgage Note may be pledged as security, 
that the Bank rece ved Hydrocarbons herein assigned or the proceeds thereof claimed by third 
persons, and the Bank shall have the right to def. nd against any such claims, employing 
attorneys therefor, and unless furnished with reasonable indemnity, the Bank shall have the 
r i gh t to pay or compromise and adjust all such claims. The Mortgagor wil l indemnify and pay 
to the Bark any ar.d all such amounts as may be paid in respect thereof or as may be 
successfully adjudged against the Bank The obligations of the Mortgagor as hereinabove set 
l u r t h i>i this Section 2.5 shall survive the release of this instrument. 

ARTICLE I I I 
Events of Default 

3.1 Certain Events v j Default In case any one oi nore of the following "events of 
default ' shall occur and shall not have been remedied. 

(a) default, and the continuance thereof for five (5) days, in the payment of principal 
of or interest on any Indebtedness when due, whether by demand or otherwise; 

(b) any warranty or representation made herein shall prove to be untrue in ar 
material respect; 

(cl failure by the Mortgagor within thir ty (30) days after notice thereof from the 
Bank, to cure a default in the due performance or observance of any covenant or agreement 
contained in this instrument and not constituting a default in the payment of principal of 
or interest upon the Mortgage Note or in the payment of any other Indebtedness; or 

(d) failure by the Mortga^ ,r within five (al days after dema; from the Bank to pay 
over to the Bank any proceeds of Hydrocarbons which are paid to tne Mortgagor rather 
than the Bank as provided in Section 2.1 hereof; 

(e) the title of the Mortgagor to the Mortgaged Property or any substantial part 
thereof shall become the subject matter of litigation which would or might, in the Bank's 
opinion, upon final determination result in substantial impairment or loss of the security 
provided by this instrument and upon notice by the Bank to the Mortgagor such litigation 
is not dismissed wi thin thir ty (30) days, 

then, and in any such event, the Bank, at its option, may declare the entire unpaid principal of 
and the interest accrued on the Mortgage Note and all other Indebtedness secured hereby to be 
forthwith- due and payable, without any notice or demand of any k.nd, both notice and demand 
being hereby expressly waived. 

ARTICLE IV 
Enforcement of the Security 

4.1 Remedies on Default. The Mortgagor for itself, its successor's and assigns, does by 
these presents stipulate that it shall be lawful for, and the Mortgagor hereby authorizes the 
Bank, upon the occurrence and during the continuance of any event of default, to cause ail and 
singular of the Mortgaged Property to be seized and sold by executory process, without 
aopraisement. either in its entirety or in lots or parcels as the Bank may determine, ro the 
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highest biddei for cash, or on such terms as the Bank i:i sueh p-oeeedings may direct; and the 
Mortgagor fnr itself, its -essors and assigns, hereby acknowledges the obligations secured 
hereby whether now existi.g or to arise hereafter and confesses judgment for the full amount 
of the Mortgage Note, togeiher with all costs, attorneys' and coliection fees and all other 
charges and Indebtedness secured hereby if the same are not paid at maturity. 

4.2 Waiver of Appraisement, Other Rights, etc. To the extent allowed by law, the 
Mortgagor hereby waives: (a) the benelit of appraisement, as provided in Articles 2332, 233S, 
2723 and 2721 of the Louisiana Code of Civil Frocedure, and all other laws conferring the same; 
(b) the demand and three (3) days delay accorded by Articles 2639 and 2721 of the Louisiana 
Code of Civil Procedure: (c) the notice of seizure required by Articles Z293 and 2721 of the 
Louisiana Code of Civil Procedure; (d) the three (3) days delay provided by Articles 2331 and 
2722 cf the Louisiana Code oi" Civil Procedure; and (e) the benefit of the other provisions of 
Articles 2331, 2722, and 27^3 of the Louisiana Code of Civii Procedure and the benefits of any 
other articles or laws relating to rights of appraisement, notice or delay not specifically 
mentioned above; and the Mortgagor expressly agrees to the immediate seizure of the Mort
gaged Property in thi event of suit hereon. 

4.3 Judicial Proceedings. Upon the occurrence of any event of default and if such event 
shall be continuing, the Bank may proceed by a suit or suits in equity or at law, whether for a 
foreclosure hereunder, or for the sale of the Mortgaged Property, or for the specific 
performance of any covenant or agreement herein contained or in aid of the execution of any 
power herein granted, or for the appointment of a receiver or a keeper pending any foreclosure 
hereunder or the sale of the Mortgaged Property, or for the enforcement of any other 
appropriate legal or equitable remedy. 

4.4 Certain Aspects of a Sale. The Bank shall have the right to become the purcnaser at 
any sale held by the court, receiver or public officer, and the Bank so purchasing shall have the 
right to credit the amount of the bid made therefor upon the amount payable out of the net 
proceeds of such sale to it. RecitaL contained in any conveyance made to any purchaser at any 
sale made hereunder shall conclusively establish the truth and accuracy of the matters therein 
stated, including, without limiting the generality of the foregoing, nonpa.. ment of the unpaid 
principal sum of, and the interest accrued on, the Mortgage Note after the same shall have 
become due and payable, and advertisement and conduct of such sale in the manner provided 
herein. 

4.5 Receipt to Purchaser. Upon any sale, the receipt of the Bank, or of the officer making 
sale under judicial proceedings, shall be sufficient discharge to the purchaser or purchasers ^t 
any sa:e for his or their purchase money, and such purchaser or purchasers and his or their 
assigns or personal representatives shall not, after paying such purchase money and receiving 
such receipt of the Bank or of such officer therefor, be obliged to see to the application of such 
purchase money, or be in anywise answerable for any loss, misapplication or nonapplication 
thereof. 

4.6 Effect of Sale. Any sale or sales of 'he Mortgaged Property shall operate to divest ali 
right, title, interest, claim and demand whatsoever either at law or in equity, of the Mortgagor 
of. in and to the premises and the property sold, and shall be a perpetual bar. both at law and in 
equity, against the Mortgagor, its successors and assigns, and against any and all persons 
claiming or who shall thereafter claim all or any of th° property sold from, through or under 
the Mortgagor, its successors and assigns; neverthele the Mortgagor, if requested by the 
Bank so to do shall join ir. the execution and delivery of all proper conveyances, assignments 
and transfers of the properties so sold. 

4.7 Operation of the Mortgaged P-operty by the Bank. Upon the occurrence of an event 
of default, and in addition to a.l other rights herein conferred on the Bank, the Bank or its 
agent is hereby appointed a keeper if the Mortgaged Property • -suant to the terms and 
provisions of Louisiana Revised Statutes 9:5131. et seq. The kee, may operate the same 
without any liability to the Mortgagor in connection with such operations, except tc use 
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ordinary care in the operation of said properties, and the keeper, to the extent permitted by 
law, shall have the right (ai to enter into and upon and take possession of the Mortgaged 
Property, to lease the same, collect and receive al! rents, issues and profits thereo f and apply the 
same, less the necessary expenses of collection thereof, for the care, operation and preservation 
of the Mortgaged Property, including without l imitation, the payment of fees, insurance 
premiums, cost of operation of the Mortgaged Property, taxes, assessments, interest, penalties 
and water charges; (b) to collect, receive and receipt for all Hydrocarbons produced and sold 
f r o m the Mortgaged Property, to make repairs, purchase machinery and equipment, conduct 
work-over operations, and d r i l l additional wells; (c) to exercise every power, right and privilege 
of tbe Mortgagor with respect to the Mortgaged Property; and (d) to exercise every power, right 
and privilege now or hereafter granted to a ke< per of the Mortgaged Property under applicable 
law. The compensation for the services cf the } e per are hereby fixed at five percent (5% ) of the 
amount due or sold for or claimed or sou,, i t to be protected, preserved or enforced in the 
proceeding for the recognition of this Mortgage and, together with all costs, expenses and 
l iabi l i t ies of every character incurred ' . I he Bank in managing, operating and maintaining the 
Mortgaged Property, as Keeper or otherwise, and interest thereon at the rate of eighteen 
percent (18%) per annum, shall be secured by the privilege k

r d mortgage herein granted. 

ARTICLE V 
Miscellaneous Provisions 

5.1 Defease of Claims. The Mortgagor will notify the Bank, in writing, promptly of the 
commencement of any legal proceedings affecting the lien hereof or the Mortgaged Property, or 
any par t thereof, and wil l take such action, employing attorneys agreeable to the Bank, as may 
be necessary to preserve thp Mortgagor's or the Bank's rights affected thereby; and should the 
Mortgagor fail or refuse to take any such action, the Bank may take such action in behalf and in 
the name of the Mortgagor and at the Mortgagor's expense. Moreover, the Bank may take such 
independent action in connection therewith as it may in its discretion deem proper, the 
Mortgagor hereby agreeing that all sums advanced or all expenses incurred in such actions, 
plus interest at tiie rate of eighteen percent (18% ) per a num, wil l , on '(-mand, be reimbursed 
to the Bank. 

-S.2 Costs and Expenses. A l l cjsts, expenses and advances t including, without limitation, 
cost of defense of claims, attorneys' fees, taxes, insurance, and operation costi incurred or paid 
by the Bank in preserving and protecting the Mortgaged Pmp.-rty and in preserving, protecting 
and enforcing its righta hereunder, all to the extent the Bank is given sue" right herein, up to 
twenty perrent (20%) of the face amount of the Mortgage Note, shall constitute a demand 
obligat ion owing by the Mortgagor to the party incurring such costs and expenses and shall 
draw interest at the rate of eighteen percent (18% I per annum, all of which shall constitute a 
por t ion of the Indebtedness. 

5.3 Renewals. Amendments and Other Security. Renewals and extensions of the 
Indebtedness may be given at any time and amendments may be made to agreements relating 
to any part of such Indebtedness or the Mortgaged Property and the Bank may take or may now 
hold other security for its Indebtedness without notice to or consent of the Mortgagor. The 
Bank may resort first to such other security or any part thereof or first to he security herein 
given or any part thereof, or f rom time to time to either or both, even to the partial or complete 
abandonment of either security, and such action shall not be a waiver of any rights confer red by 
th is Mortgage, which shall continue as a first lien upon the Mortgaged Property not expressly 
released until the Mortgage Note and ail other Indebtedness secured hereby is fully paid. 

5.4 Limitation on Interest. No provision of this instrument or of the Mortgage Note 
shall require the payment or permit the collection of interest in excess of the maximum 
permi t ted by law or which is otherwise contrary to law. If any exr ss of interest in such respect 
is herein or in the Mortgage Note provided for, or shall be adjudicated to be so provided for 
herein or in the Mortgage Note, the Mortgagor shall not be ob igated to pay such excess. 
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5.5 Unenforceable or Inapplicable Provisi'ms. I f any provision hereof or of the Mortgage 
Note is invalid or unenforceable in any jurisdiction, the other provisions hereof or of the 
Mortgage Note shall remain in fu l l force ar.d effect in such jurisdiction, and the remaining 
provisions hereof shall be liberally construed in favor of the Bank in order to effectuate the 
provisions hereof, and the invalidity of any provision hereof in any jurisdiction shall not affect 
the validity r enforceability of any such provision in any other jurisdiction. 

5.6 Advances by Ihe Bank. Each and every covenant herein contained shall be p?rformed 
and kept by the Mortgagor solely at the Mortgagor's expense. If the Mortgagor shall fail to 
perform or keep any of the covenants of whatsoever kind or nature contained in this instru
ment, the Bank or any receiver or keeper appointed hereunder may, but shall not be obligated 
to, make advances to perform the same in the Mortgagor's behalf, and the Mortgagor hereby 
agrees to repay such sums upon demand plus interest at the rate of eighteen percent (18%) per 
annum or, in the event any promissory note evidences such indebtedness, upon the terms and 
conditions thereof. No such advance shall be deemed to relieve the Mortgagor from any default 
hereunder. 

5.7 Rights Cumulative. Each and every right, power and remedy herein given to the 
Bank shall be cumulative and not exclusive; and each and every right, power and remedy 
whether specifically herein given or otherwise existing may be exercised from time to time and 
so often and in such order as may be deemed expedient by the Bank, and the exercise, or the 
beginning of the exercise, of any such ri^ht. power or remedy shall not be deemed a waiver of 
the right to exercise, at fhe same t in e or thereafter, any other right, power or remedy. No 
delay or omission by the Bank in t>o exercise of any right, power or remedy shall impair any 
such right, powe*- or remedy or operate as a waiver thereof or of any other right, power or 
remedy then or thereafter existing. The Bank may resort to any security given by this Mortgage 
or to any other security now exis.ing or hereafter given to secure the payment of the 
Indebtedness secured hereby or any in lebtedness secured by a pledge of the Mortgage, in whole 
or in part, and ii. such portions and in such order as may seem best to the 3ank in its sole 
discretion, aad any such action shall not in anywise be considered as a waiver of any of the 
rights, benefits, or liens evidenced by this instrument. The maximum amount for which this 
Mortgage shal' be deemed to secure the obligations of the Mortgager as herein stipulated to 
reimburse the Bank for all costs, expenses and fees of whatever kind or nature incurred by 
Mortgagee hereunder is hereby fixed at twenty percent (20^ ) of the origir al principal amount 
of the Mortgage Note. 

5.8 Waiver by the Bank. Any and all covenants in this instrument may from time to 
t ime by instrument in wri t ing signed by the Bank be waived to such extent and in such manner 
as the Bank may desire, hut no such waiver shall ever affect or impair the Bank's rights or liens 
hereunder, except to thc extent specifically stated in such written instrument. 

5.9 Successors and Assigns. This instrument is binding upon the Mortgagor, the Mort
gagor's successors and assigns, and shall inure to the benefit of the Bank, its successors and 
assigns, and the provisions hereof shall likewise be covenants running with the land. 

5.10 Article and Section Headings. The article and sec ion headings in this instrument 
are inserted for convenience of reference and shall not be considered a part of this instrument 
or used in its interpretation. 

5.11 Construction. This instrument is in all respects to be construed under the laws of 
the State of Louisiana as a special mortgage, hypothecation, pledge and assignment and 
confession of judgment by the Mortgagor in favor of and for the benefit of the Bank, to secure 
the payment of all Indebtedness and the performance of all obligations of the Mortgagor. 

5.12 Waiver. The parties hereto waive the production of any mortgage, conveyance, and 
tax certificates and agree to hold the undersigned Notary harmless in the pr 

5.13 S'ohces. Any notice, request, demand or othi instrument which ma;. • required or 
pern.itted to be given or served upon the Mortgagor sha.i be sufficiently given when mailed by 
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first class mail, addressed to the Mortgagor at the address shown below iu signature at the end 
of this instrument or to such different address as the Mortgagor shall have designated by 
written notice received by the Bank. 
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*kfr*o*~ h. r)&rr* w 
Now, PERSONALLY INTERVENES Jofome W. Gates, an individual residing in New York, 

New York, acting on behalf of any future holder or holders of the Mortgage Note and hereby 
accepts tliis Mortgage. 

THI S DUNE AND PASSED, in multiple originals, before me, the undersigned Notary Public, 
in and for the County of New York, State of New York, in the presence of the undersigned 
competent witnesses, who have hereto signed their names with said appearers and me, said 
Notary- Public, after due reading of the whole, on the seventeenth day of February, 1983. 

MESA PETROLEUM CO. 

By r n<M.<U^ 
John F. Boros, Vice President 

[Corporate S-*al] 

ATTEST. 

MichaefyJ. Moore, Assistant Secretory 

Address: 
One Mesa Square 
Amarillo, Texas 79189 

.TO ALL SIC NATURES 

r Intervenor 
Alp* W». ^ /^Prr*\f 

Sttmry . V..c 

In and for the State of New York. 
Commission Expiring 

"•'Y. - instrument was prepared by: 

R. S. pieringer, Attorney 
Liddell, Sapp, Zivley. Brown & LaBoon 
:'HM) Texa* Commerce Towei 
Houston. Texas 77002 

13 



EXHIBIT A-l 
to 

Act of Collateral Mortgage, 
Collateral Chattel Mortgage, 

Pledge and Assignment oi Production 

CERTIFIED RESOLUTIONS OF MESA PETROLEUM CO. 

I hereby certify that attached hereto is a multiple original of certified resolutions of MESA 
PETROLEUM CO (the "Company"), certified by the Assistant Secretary of the Company, and 
attached to an Act of Collateral Mortgage, Collateral Chattel Mortgage, Fledg* a id Assign
ment of Production (Louisiana), dated Februsry IT, 1983 and executed by the Compiny, passed 
before me this seventeenth day of Febri ary, 1983. 

f / — Tvotary PubUc 
In and for the State of New York, Commis-
E x p ' r ' ° g «,S""^rvr t 

Certified Resolutions 



EXHIBIT A-2 
to 

Act of Collateral Mortgage. 
Collateral Chattel Mortgage. 

Pledge and Assignment of Production 

Certificate of Mesa Petroleum Co. 

I . the undersigned. Assistant Secretary of MESA PETROLEUM CO., a Delaware corporation 
(the "Company"), Do HEREBY CERTIFY that 

1. Attached hereto aa Exhibit A is a true, correct and complete copy of resolutions duly 
adopted at a meeting of the Board of Directors of the Company, convened and held on the 15th 
day of February, 1983, which resolutions have not been revoked, modified, amended or 
rescinded and are still in ful l force and effect, and the Amended and Restated CredP. Agree
ment, the Notes, the Pledge Agreement and the Mortgages are in substantially the .'orms of 
those documents submitted to and apprM'*d by the Board of Dire ors of the Company. 

2. The person named in Exhibit .. attached hereto has been duly elected, has duly 
qualified as and at all times since April 28,1982 (to and including the date hereof) has been an 
oiiicer of the Company holding the office set forth therein opposite his name, and the signature 
set forth therein opposite his names is his genuine signature. 

WITNESS my hand and the seal of the Company this seventeenth day of February, 1983. 

[Corporate Seal] 

Certificate of Mesa Petroleum Co. 



EXHIBIT A 
fo 

Certificate of Mesa Petroleum Co. 

Resolutions of the Board of Directors of Mesa Petroleum Co. 

WHEREAS, there has been presented to this meeting: (ita form of amended and restated 
credit agreement (the "Credit Agreement"), among this Corporation, the banks parties thereto 
(collectively, the "Banks"), the managers parties thereto (in such capacities, collectively, the 
"Managers"), Texas Commerce Bank National Association ("TCB"), as administrative agent 
tor the Banks (in such capacity, the "Administrative Agent''), Citibank, N.A., as collateral 
agent for the Banks (in such capacity, the "Collateral Agent"), and TCB and Citibank, N.A., as 
agents for the Banks (in such capacities, collectively, the "Agents" and individually, an 
"Agent"), providing for the making by rhe Banks of Credit A Loans (as defined in the Credit 
Agreement) to this Corpotation in an aggregate principal amount not to exceed the Total 
Credit A Commitment (as defined in the Credit Agreement and not to exceed $525,000,000), 
providing for the making by the Banks of Credit B Loan? (as defined in the Credit Agreement) 
to this Corporation in an aggregate; principal amount not to exceed thc Total Credit B 
Commitment (as defined in the Credit Agreement and not to exceed $325,000,000), and provid
ing for the making by the Banks of Credit C Loans (as defined in the Credit Agreement) to this 
Corporation in an aggregate principal amour.: not to exceed the Total Credit C Commitment (as 
defired in thp Credit Agreement and not to exceed $325,000,000); (ii) a form of pledge agreement 
(the "Pledge Agreement") between this Corporation and the Collateral Agent, pursuant to 
which this Corpo-ation wiil pledge to the Collateral Agent, for the ratable and proportionate 
benefit of the Banks and in accordance with the terms of the Credit Agreement, all of the 
certificates, instruments and documents representing cr evidencing Shares (as defined in the 
Credit Agreement) to be pledged pursuant to the provisions of the Credit Agreement, for the 
purpose of securing repayment of the Credit C Loans (as defined in the d edit Agreement), the 
proceeds of which are used to purchase Shares (a3 defined in the Credit Agreement); and (iii) 
forms of mortgage and collateral mortgage documents (including a Mortgage. Deed of Trust, 
Assignment of Production ind Security Agreement, an Act of Collateral Mortgage, Collateral 
Chattel Mortgage, Pledge and Assignment of Production, a Collateral Mortgage Note, and an 
Act n* Pledge) (collectively, the "Security Documents") from this Corporation to the Collateral 
Agent and trustees for the Collateral Agent, pursuant to which this Corporation will, in 
accordance with the terms of the Credit Agreement, mortgage to the Collateral Agent, for che 
ratable and proportionate benefit of the Banks, certain oil and gas properties, for the purpose 
of securing repayment of the Credit A Loans and Credit B Loans; 

Now, THEREFORE, BE I T RESOLVED, that the President or any Vice President of this 
Corporation, and each of them, be and he hereby is authorized to execute, in the name and on 
behalf of this Corporation, and deliver, a credit agreement among this Corporation, the Banks, 
the Administrative Agent, the Collateral Agent, the Agents and the Managers, substantially in 
the form of the Credit Agreement present id to this meeting, except for such changes, additions 
and deletions as to any or all of the terms and provisions thereof a.i the officer executing the 
Credit Agreement on behalf of this Corporation shall deem proper, such execution by such 
officer of the Credit Agreement to be conclusive evidence 'hat such officer deems all of the 
terms and provisions thereof to be proper. 

FURTHER RESOLVED, that the Resident or any Vice President of this Corporation, and 
each of them, be and he hereby is authorized to borrow from time to time on behalf of this 
Corporation the amounts permitted or provided to be borrowed by this Corporation under the 
Credit Agreement executed by this Corporation pursuant to these resolutions, and to execute 
and deliver on behalf of this Corporation Credit A Notes, Credit B Notes and Credit C Notes (all 
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as defined in the Credit Agreement) payable to the order of each of the Hanks, substantially in 
the forms provided for in exhibits to the Credit Agreement, evidencing such borrowings; 

FI'KTHF". RESOLVED, that the President or any Vice President of th's Corporation, and 
each of them, be and he hereby is authorized to execute, in the name and on behalf of this 
Corporation, and deliver, a pledge agreement between this Corporation and the Collateral 
Agent substantially in the form of the Pledge Agreement presented to this meeting, and a 
financing statement substantially in the form presented to this meeting, except for su.h 
changes, additions and deletions as to aiy or ali of the terms and provisions thereof as the 
officer executing the Pledge Agreement or such financing statement on behalf of this Corpora
tion shall deem proper, such execution by such officer of each of the Pledge Atrrfem'jnt and such 
financing statement to be conclusive evidence that such officer deems all the terms and 
provisions thereof to be pi oper; 

FURTHER RESOLVED, that the President or any Vice P.cjident of this corporation, and 
each of them, be and he hereby is authorized to execute, in the name and on behalf of this 
Corporation, and deliver, one or more mortgages, deeds of trust, assignments of production, 
security agreements, financing statements and collateral mortgage documents from this 
Corporation to the Collateral Agent and trustees for the Collateral Agent, substantially in the 
forms of the Security Documents presented to this meeting, except for such changes, additions 
and deletions as to any or all of the terms and provisions thereof as the officer executing the 
Security Documents on behalf of this Corporation shall deem proper, such execution by such 
officer of the Security Documents to be conclusive evidence that such officer deems all of the 
term9 and previsions thereof to be proper; 

FURTHER RESOLVED, that any and all acts, transactions, or agreements undertaken prior 
to the date of these resolutior.s by anv of the officers or representatives of this Corporation, in 
the name and on behalf of this Corp ation, in connection with any of the foregoing matters, 
are hereby r aified, confi: .ned, and auopted by this Corporation; and 

FURTHER PZSOLVED, that each and every officer of this Corporation be and he hereby is 
authorized in the name and on behalf of this Corporation f.-om time to time to take such actions 
and to execute and deliver such certificates, instruments, notices and documents as may be 
required or as such o.ficer may deem necessary, advisable or proper in order to carry- out and 
perform the obligations of this Corporation under the Credit Agreement executed by this 
Corporation pursuant to these resolutions, or under any other instrument or document 
executed pursuant to or in connection with the Credit Agreement; all such actions to be 
performed in such manner, and all such certificates, instrument.'?, notices and documents to be 
executed and delivered in such form, is the officer performing or executing the same shall 
approve, the performance or execution thereof by such officer to be conclusive evidence of the 
approval thereof by such officer and oy this Board of Directo-s. 
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EXHIBIT B 
to 

Certificate of Mesa Petroleum Co. 

N«me of Officer Office Slgniiurc 

John F. Boros Vice President 

Certificate of Mesa Petroleum Co. 



EXHIBIT A-3 
to 

Act of Collateral Mortgage. 
Collateral Chattel Mortgage, 

Pipage and Assignment of Production 

' r " LATERAL MORTGAGE NOTE 

•3,000,000,000 February 17, 1983 

FOR VALllP RECEIVEL, >n demand, the undersigned, MES/. PCTROLFUM l , a Dela
ware corporation, promises to pay to the order of Bearer at the Gificr >f Citib .k N A. at 399 
Park Avenue, New v 0 rk . New York, the sum of THREE BILLION IV. L . '$3,GoJ 000, W0) with 
interest at 'he rate of eighteen percent (18%) per annum fror: \t „te until pai;.. 

In th- fv (it this note should fx- p iced in tb" tunds of att-.rr >y, after its maturity, to 
inst5 it* le<»al proceedings to recover the amount hereof, or an> ju »- ereof. in principal Oi 
i r. rr protect thc interests of the hold-*-, hereof, or :n the BVI at the same should be 
pb i«u m ine hands of an attorney for collect'jn, compromise or other . -tion, the makers bind 
'a r selves lo pay the fees of the attorney v ho may be employed for that purpose, which fees 

hereby fixed at ten percent (10% ) cf the amount dua or sued for, or claimed or sought to be 
•oiected, preserved or enforced. 

The parties hereto, whether as original signers or L guaranty or endorsement or 
i hwwise, hereby waive presentment for payment, demand, r. '.ice of non-pa-—ient, protest, 

.'nc all pleai, of division and discission, and agree that the time of payment .. .reof may be 
extended frnm time 'o time, one tr more times, without notice of such extension or extensions 
and without previous consent, htreby binding themselves in solido, un-"vlitionally and as 
original promissory, for the payment hereof • principal, interest, costs and iVtTorneys' fees. 

This note shall be construed in accordam. h ind governed by the '.AKBA of . <e State cf 
Louisiana. 

MESA PETROLEUM CO. 

By 
John F. Boros, Vice President 

ME VARIETUR 

For identification with an \ct of Collateral Mortgage. CoMaLcr\1 Chattel Mortgage, Pledge 
and Assignment of Production, executed by MESA PETROLEUM C« . passed before me this 
seventeenth day < t February', 1983. 

Motary Public 

In and for the State of New York. Commis
sion Expiring 

Collateral Mortgage Note 



EXaiHIT B 
I ' l 

Aci )f C o l l a r ' 1 Mortgage. 
Collateral Chatte; Mortgage. 

Pledr.e and A - ignme it o " Production 

PROPERTY DESCRIPTIONS 

This Exhibit B contains the Jesct mion of the "oil r 'as leases" as defined in the Act of 
Collateral Mortgage, Collateral C-ntket Mortgage, Pled?/: „nd Assignment of Production to 
which this Exhibit B is attached. 

The oil and gas leases are exp essly limited insr ly* and rndr insofar as they cover land and 
depl- intervals in which Mortgagor owns or hole's ar it.er--.jt and do not inc' >de land and 
dt; V itervals in which Mortgagor owns no interest. 

A*? used in this Exhibit B t> •: term "working interes* pecifies the leasehold or operatii.? 
ii..~rest (expressed as a decinal raction) of Mortgagor ir, am oil and gas lease, and the term 
"net interest in product^.. j »*-f fies the interest (expressed as a decimal fraction) of Mort
gagor ir tne production of P.'yd.Yv arbons from an oil and gas lease after deducting all 
applicrole royalties, overriding ro cities and other burdens on production. 

\. Oil and Gas Lease OCS-' i £'17, effective r mruary 1, ̂ 973, granted hy the United States 
of imtrca, as Lessor, to Mesu Peirol?um Co., rt aL, aa Lessee, covering Bk**.-; 333 F.UKeie 
Idland *rea. South Addition, Officia.' Leasing Map, Louisiana Map No. 4A. 

2. 0 ;! and Gas Lease effective July 19,1971, granted by the State of Louisiana, as Lessor, 
to Mesa reiroleum Co., et aL, as lessee, covering entire Tract No. 11960 located in St. Martin 
and St. '/fary Parishes, Louisiana, described as follows: the lands now or formerly constituting 
the beds and bottoms of all water bodies of every nature and description and all islands and 
other 'ands formed by accretion or reliction, except tax lands, ^wned by and not under mineral 
lease from the State of Louisiana on April 29, 1971 situated in St. Martin and St. Mary 
Parishes, Louisiana, within the following described boundaries: '-eginning at a point havin** 
Lambert Plane Coordinates of X 1,966,700.00 and Y = 446,600.00, being the Northwest corner 
of the tract herein described; thence Ea3t 16.000.00 feet; thence South 13,600.00 <eet to a point 
havin, Lambert Plane Coordinates of X = i,982,700.00 and Y - 433,000.00; thence West 
16,000.00 feet; thence North 13,600.00 feet to a point of beginning, estima'ed to contain 
approximately b,820 acres, all more fall; shown outlined in red on a plat on file in the State 
Land Office. Ah bearings are based on Lou»s;?r.- Lambert Plane Coordinate System (South 
Zone!, recorded .n Book 652, Folio 115, £ntry No. l'44-;9 of the Conveyance Records of St. 
Martin Parish, Louisiana and recorded ir. Book 16-Ent.-y No. 147,217 of the Conveyance 
Records of St. Mary Parish, Louisiana. 

3. Oil and Gas Lease OCS-G 3286, effective September 1. 1975, granted by the United 
States of Amer;,-'r., •>« Lessor, to Mesa Petroleum Co., et aL, as Lessee, covering all of Block 613, 
West Cameron Area, South Addition, as shown on OCS Official Leasing Map, Louisiana Map 

Working Interest 
Net Interest in Production 

.13333 

.11111 

Working Interest 
Net Interest in Production 

.18750 

.13281 

No. 18. 
Working Interest 
Net Interest in Production 

.18400 

.15333 

Property Descriptions 



4. Oil ar.d Gas Lease OCS-G 2591. effective May 1. 19'4. gran:ed by the United Sta es of 
America, as Lessor, to Mesa Petroleum Co., et al, as Lessee, co"?;ing all of Block 146, South 
Marsh Island Area, South Addition, Official Leasing Map, Louisiana Map No. 3C. 

Working Interest .loOOC 
Net Interest in Production .13333 

5. Oil and Gas Lease OCS-G 2£K • ..live December 1. 1974, granted by the United 
St »tes of America, as Lessor, to Mesa P. rcleurn Co., et rA., as Lessee, covering all of Block 327, 
Eugene bland Area, South Addition. CCi. Official leasing .dap, Louisiana Map No. 4.A 

Working Interest .11500 
Net Interest in Production .09583 

6. Oil and Gas Lease OCS-G 2912, effective December 1. 1974, granted by the United 
Statea of America, as Lessor, to Mesa Petroleum Co., et al, as Lessee, covering all of Block 329, 
Eugene Island \rea. South Addition, OCS Official Leasing Map, Louisiana Map No. 4A. 

Working Interest .22500 
Net Interest in Production .18749 

7. Oil and Gas Lease OCS-G 3141, effective July 1, 1975. granted by thc United Vite„ of 
America, as lessor, to Mesa Petroleum Co., et al., as Lessee, covering aii of Block 397, V<r» uMlion 
Area, South Additi n, as shown on OCS Official Leasing Map, Louisiana Map No. 3B. 

iVn.-ki.'.g Interest .bf'r'C 
Ne. f merest in Production .49999 

This property is subject to tht \dvance Payment Agreement dated December 16, 1975, as 
amended February 19, iJ7b and May 10, 1977, between Mesa Petro'eum Co., as Seller, and 
Michigan Wisconsin r i i e Line Company, ao Euyer. 

8. Oi' and Gas . nr se OCS G 2185, effective Octobe, 1, 1972. granted by the United States 
of America as Lessor. k.c Mess Petroleum Co., et a l , as Lessee, covering Block 78, that portion 
/h.ch i3 more than 3 peogra ' i"al miles seaward from the line described in paragraph 1 of 

Supplemental Decree of U 5 i- o ems Court entered II' in the U.S. v. Louisiana No. 9 
Original '382 U.S. 288) South Fu, Ai ea. South and East Addition, as shown on Official Leasing 
Map, Louisiana Map No. 9A. 

Working h.te *»* .25000 
Net Interest it. Pmiction .20833 

This property is subject Lo U. ' Exploration and Development Loan Agreement dated 
member 19, 1973, as a nende 1 Dec .ber 12. 1974. February 28. 1975 and June 14, 1977, 

v< iween Mesa Petroleum Co. and Natural Gas Pipeline Company of America. 

9. Oil ir'. Gas Leuse OCS-G 3299, effective September 1, 1975, granted by the United 
States of Amer.e i , as Lessor, to Mesa Petroleum Co., et al. as Lessee, covering all of Block 263, 
Eas: Cameroi: \ aa, booth Addition, as shown on OCS Official Leasing Map, I raisin- Map No. 
2A 

Working Intel st .10000 
Not interest in Production .0.1333 

This property is subject to the Mjrtga 'e, Deed o f Trust, Assignm.'.n* of P oduci.w, 
Seruiity ATtement and Financing Stater. ent d.vted January 21, 1977, between Mesa 
>etrolcur Co, as Mort/*u<or. and McMoRar. Exp (. ration Co. and to the Act of Mortgage, 
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Pic Jge and Assignment of Production dated January 21, 19V7, between Me3a Petroleum Co., as 
jwner, and McMjRan Exploration Co. 

10. Oil and Gas Lease OCS-G f.388 effective January' 1,1977, granted by the United bi. es 
of America, as Lessor, to Mesa Pf iroleum Co., et aL, as Lessee, covering all of Block 33b, East 
Cameron Area, South Addition, ?.s shown on OCS Officii! Leasing Map, Louisiana Map No. 2A. 

Wer king Intereit .05000 

Net Interest in Production .04167 

This property is subject to the Mortgage, Deed of Trust, Assignment of Production, 
Security Agreement a 1 Financing Statement dated January 21, 1977, between M»sa 
Petroleum Co., as Mo» i . ' «t>r, and McMoRan Exploration Co. and to ere Act of Mortgage, 
Pledge and Assignment ol Production dated January 21, 1977, between M'.sa Petroleum Co., as 
Owi.er, and McMoRan Exploration Co. 

11. Oil and Gas Lease OCS-G 3390, elective January 1,1977, granted bj "3 Ui.ited States 
of America, as Lessor, to Mesa Petro'c-um Co., et aL, as Le.̂ ee, covering all of Block 25, 
Vermilion Area, as shown on OCS Official Leasing Map, Louisiana Map No. 3. 

Working Interest .04737 

Net Intercs in Production .03947 

This property is svbject to the Mortgage, Deed of Trust, Assignment of Production, 
Security Agreement and Financing Statement dated January 21. 1977, between Mesa 
Petroleum Co., as Mortgagor, and McMoRan Exploration Co. and to the Act of Mortgage, 
Pledge and Assignment of Production d»;cd January ?.l, 1977, between Mesa Petroleum Co.. \a 
Owner, and McMoRan Exploration Co. 

12. Oil and Gas Lease OCS-G 3400. effective January 1.1977, granted by Ihc United States 
of America, at Lessor, to Mesa Petroleum Co., et aL, as Lessee, covering all of Bh*ck 310, 
Vermilion Area, Sr »ih Aud'tion, as shown on OCS Official Leasing Map, Louisiana M*>. N' 1 35. 

Working Interest .05000 

Net. Interest in Production .04'G7 

Ti'is property is abject to the Mortgage, Deed of Trust, Assignment of Production, 
Security Agreenent and Financing Statement dultd January 21, 1977, between Mesa 
PetroUUP-. Co., as Mortgagor, and McMoRan Exploration Co. and to the Act of Mortgage, 
Pledf,f a id Alignment of Production dated January 21. 1977, between Mesa Petroleum Co., as 
C v-v>- and McMoRan Exploration Co. 

IC Oil and Gas Lease "S-G 3414, effective January I . 1977, granted by the United States 
•n '• .nerica, as Lesso.-. 'o M i Petroleum Co., et aL. as Lessee, cove-ring the N/2 of Block 34, 
W*»oL Delta Area. »s \iv wn on OCS Official Leasing Map, Louisiana Map N'o. 8. 

Wooing Inter- s-. .05000 

Ne .i.-erest in ! r. Auction .04167 

This pr„p- y .s subject to the Mortgage, Deed of Trust, Assignment of Production, 
Security Agreement and Financing Statement dated January .11, 1977, between Mesa 
Petroleum Co., as .lortgagor, and McMoRan Exploration Co. and to the Act of Mortgage, 
P'edge and Assignment t / Productic n dated January 21, 1977, between Mesa Petroleum Co., as 
Owner, and McMuRan Exploration Co. 

3 
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14. Oil and Gas Lease OCS-G 3589. effective August 1, 1977, grantee by th° United States 
of A T" nca, as lessor, to Mesa Petroleun. ' •)., et al., as Lessee, covering all ol E'ock 18, South 
P*dt-J • i .a, as shown on OCS Official Lea-..ng Map, Louisiana Map No. C 

Working Interest 
Net Interest in Production 

.2617E 

.21el5 

15. Oil and Gas Lease OCS-G 2271, effective February 1, 1973, granted by the United 
States of America, as Lessor, to Mesa Petroleum Co., et al, as Lessee, covering Biuck 348, 
v ermil ion Area, South Addition, on OCS Official Leasing Map, Louisiana Map No. 3B. 

16. O.I and Gas Lease No. 6310 effective May 13, 1974, granted by the State of Louisiana, 
as Lessor, to Mesa Petrolc.m Co., et aL. as Lessee, covering those portions of Blocks 57 and 58, 
South Pass Area. P!au amines Parish, Louisiana, belonging to the State of Louisiana and not 
under mineral lea.*c on March 4, 1974, described as follows: 

Beginning at the Northwest corner of Block R7, South Pass Area, haviri Lcabert Plane 
Coordinates of X -= 2,615,928.00 and Y - 82,150.00; thor.ee East 9,685.54 feet along the North line 
of said Block 57 to a point 1 rving Lambert P'ane Co-^dinates of X «• 2.625,613.54 and Y • 
82,150.00; thence So-thwesterly in a straight line to a point having Lamb, r t Plane Coordirates 
<jf X • 7„624,340.00 and Y • 80,5/6.00; thence Southwesterly along an arc which hes a radius of 
18,240.60 feet and a 'vrtex having Lambert Piane Coordinates of X • 2.610,160.00 and Y • 
92,050.00 to a point Saving Lambert Plane Coordinates of X = 2,621,555.00 and Y • 77,806.00; 
thence Southwesterl;- in a str aight line to a point having Lambert Plane Coordinates of X = 
2,621,1M.00 and * - 77,506.00; thence Southwesterly along an arc which has a radius of 
18 240 f.O feet uvi a vert- having Lambert Plane Coordinates of X = 2,609,785.00 and Y -
91,750.00 to a o nt having Lambert Plane Coordinates of X » 2,617,996.00 c.nd Y » 75,462.00; 
thence Southw^ .or!y in a straight line to a point having Lambert Plane Coordinates of X • 
2,617,39, .00 ano V = 75.157.CJ; thence Westerly; lontr an arc which has a radius of 18,240.60 feet 
and a vertex having Lambert Plane Coordinate, of X - 2,609,180.00 and Y = 91.445.00 to a point 
having Lambert Plane Coordinates of X = ?,610,702.97 and Y « 73,268.09; thence North 8,881.91 
feet to a point of intersection with the North line of Block 58, South Pass Area; thence East 
5,225.03 feet along the North line of said Block 58 to its Northeast corner, the same being the 
point of beginning, estimated to contain approximately 2,026.̂ 0 acres, ail more fully shown 
outlined in red on a plat on fiip in the State Land Office. Ail bear ngs are based on Lcuisiaaa 
Lambert Plane Coordinate System (Soi th Zon »). Reference is mao i to a survey line described 
in a F mrth (4thl Supplemental Decree, enterea on tii 16th day of Ootober. . 2': 1. in that matter 
styb United States of America v. S7arV of Louiuanc. et al.. No. 9 Origin?!. o»i '\\e docket of the 
Sui. -erne Court of the United Stateu. it is exp^ess'y understood that aPhough a segment of that 
line is incorporated in the description of the o. ",perty herein leased, that the State cf Louisiana 
is leasing or.' • thai portion of the above desc.ibed block or blocks iying mo-e than one ( l l foot 
landward .' that iine, all as provided for i " ŝ .id Fourth (4th) Supplemental Decree. A'ofe: 
Portions >f this tract are located within the restrictive area as set out by the TJ.S. Coast Guard 
and the Corp - of Engineers, U.S. Armv 

7'his property is subject to *' c \ a oi v'ortgage and Security Agreement to Secure Future 
Advances dated No.ember 5.2, 1. b e t w i Mesa Petroleum Co., as Mortgagor, and Columbia 
C - 1 Transmission Corporation, a.. Mvi. .gee. 

Working Interest 
Net Interest in Production 

.75000 

.62499 

Working Interest 
Net Interest in Pt jduction 

.33333 

.24666 
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17. Oil and Gas Lease OCS-G 3416. effective January 1,1977, granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et aL, as Lessee, covering that portion of South 
Pass Block 57 located more than three geographical miles seaward from the line described in 
the supplemental decree of the U.S. Supreme Court, June 16, 1975,1 United States v. Louisiana), 
4Z2 U.S. 131 to one foot seaward of the Third Supplemental Decree Line (404 U.S. 366, December 
20. 1971), as showr a OCS Official Leasing Map. Louisiana Map No. 9. 

Working interest .33333 
Net Interest in Production .27777 

This property is subject to the Act of Mortgage and Security Agreement to Secure Future 
Advances dated November 22, 1978, between Mesa Petroleum Co., as Mortgagor, and Columbia 
Gas Transmission Corporation, as Mortgagee. 

18. Oil and Gas Lease OCS-G 2619, effective May 1, 1974, granted by the Unit id States of 
America, as Lessor, to Mesa Petroleum Co., et a l , as Lessee, covering all of Block 115, Ship 
Shoal Area, Official Leasing Map, Louisiana Map No. 5. 

Working Interest .20000 
Net Interest in Production .16667 

19. Oil and Gas Lease OCS-G 2887, effective December 1, 1974, granted by the United 
States of America, as Lessor, to Mesa Petroleum Co., et a l , as Lessee, covering all of Block 173, 
South Marsh Island Area, South Addition, OCS Official Leasing Map, Louisiana Map No. 3C. 

Working Interest .047300 
Net Interest in Production .039417 

20. Oil and Gas Lease OCS-G 2888, effective December 1, 1974, granted by the United 
States of America, as Lessor, to Mesa Petroleum Co., et al, as Lessee, covering all of Block 174, 
South Marsh Island Area, South Addition, OCS Official Leasing Map, Louisiana Map No. 3C. 

Working Interest .047300 
Net Interest in Production .039417 

21. Oil and Gas Lease OCS-C 2743, effective July 1 1974. granted by the United States of 
America, as Lessor, to Mesa Petroleum Co., et aL, as Lessee, covering all of Block A-349, High 
Island Area, East Addition, South Extension, OCS Official Leasing Map, Texas Ma; No. 7C. 

Working Interest .20000 
Net Interest in Production .16667 

22. Oil and Gas Lease OCS-G 2421. effective August 1. 1973. granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et al, as Lessee, covering all of Block A-330. High 
Island Area. East Addition. South Extension, as showr on OCS Official Leasing Map. Texas 
Map No. 7C. 

Working Interest .184<>0 
Net Interest in Production .15.132 

23. Oil and Gas Lease OCS-G 2398, effective August 1. 1973. granted b> lhe United States 
of America, as Lessor, to Mesa Petroleum Co., et al, as Lessee, covering all of Block A-273, High 
Island Area, East Addition, South Extension, as shown on OCS Official Leasing Map, Texas 
Map No. TC. 

Working Interest .16875 
Net Interest in Production .14062 
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Thia property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19, 1976. July 23, 1976 and May 10, 1977, between Mesa Petroleum Co., as Seller, 
and Michigan Wisconsin Pipe Line Company, as Buyer. 

24. Oil and Gas Lease OCS-G 2403, effective August 1,1973, granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et al., as Lessee, covering all of Block A-279, 
High Island Area, East Addition, South Extension, as shown on OCS Official Leasing Map, 
Texas Map No. 7C. 

Working Interest .15000 
Net Interest in Production .12499 

This property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19,1976, July 23, 1976 and May 10,1977, between Mesa Petroleum Co., as Seller, 
and Michigan Wisconsin Pipe Line Company, as Buyer. 

25. Oil and Gas Lease OCS-G 2410, effective August 1,1973, granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et al., as Lessee, covering all of Block A-313. 
High Island Area, East Addition, South Extension, as shown on OCS Official Leasing Map, 
Texas Map No. 7C. 

Working Interest .30670 
Net Interest in Production .25558 

This property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19, 1976, July 23, 1976 and May 10. 1977, between Mesa Petroleum Co., as Seller, 
and Michigan Wisconsin n ipe Line Company, as Buyer. 

26. Oil and Gas Lease OCS-G 2412, effective August 1,1973, granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et i l . , as Lessee, covering all of Block A-317, 
High Island Area, East Addition, South Extension, as shown on OCS Official Leasing Map, 
Texas Map No. 7C. 

Working Interest .12270 
Net Interest in Production .10225 

This property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19, 1976, July 23, 1976 and May 10, 1977. between Mesa Petroleum Co., as Seller, 
and Michigan Wisconsin Pipe Line Company, as Buyer 

27. Oil and Gas Lease OCS-G 2739. effective July 1. 1974, granted by the United States of 
America, as Le? to Mesa Petroleum Co., et ai., as Lessee, covering all of Block A-339, High 
Island Area, E.. Addition, South Extension, as shown on OCS Official Leasing Map, Texas 
Map No. 7C. 

Working Interest 25000 
Net Interest in Production .20833 

This property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19, 1976. July 23. 1976 and May 10. 1977, between Mesa Petroleum Co.. as Seller, 
and Michigan Wisconsin Pipe Line Company, as Buyer. 

28. Oil and Gas Lease OCS-G 2426. effective August 1,1973. granted by the United States 
of America, as Lessor, to Mesa Petroleum Co., et al., as Lessee, covering all of Block A-340, 
High Island Area, East Addition, South Extension, as shown on OCS Official Leasing Map, 
Texas Map No. 7C. 

Working Interest 25000 
Net Interest in Production .20833 

Property Descriptions 



This property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19, 1976, July 23,1976 and May 10, 1977, between Mesa Petroleum Co., as Seller, 
and Michigan Wisconsin Pipe Line Company, as Buyer. 

29. Oil and Gaa Lease OCS-G 2786, effective September 1, 1974. granted by the United 
States of America, as Lessor, *o Mesa Petroleum Co., et aL, as Lessee, covering all of Block 
A-315, High Island Area, East Addition, South Extension, as shown on OCS Official Leasing 
Map, Texas Map No. 70. 

This property is subject to the Advance Payment Agreement dated October 3, 1974, as 
amended July 19,1976, July 23,1976 and May 10,1977, between Mesa Petroleum Co., as Seller, 
and Michigan Wisconsin Pipe Line Company, as Buyer, to the Purchase Agreement Develop
ment Production Payment dated June 6,1980, as amended December 12,1980 and November 19, 
1981, between Mesa Petroleum Co., as Seller, and 110 North Wacker Drive Foundation, Inc, as 
Buyer, to the Conveyance of Development Production Payment dated June 6,1980, as amended 
December 12,1980 and November 19,1981, between Mesa Petroleum Co., as WI Owner, and 110 
North Wacker Drive Foundation, Inc., as PP Owner, to the Purchase Agreement Development 
Production Payment dated November 19,1981, between Mesa Petroleum Co., as Seller, and 110 
North Wacker Drive Foundation, Inc., as Buyer, and to the Conveyance of Development 
Production Payment dated November 19,1981, between Mesa Petroleum Co., as WI Owner, and 
110 North Wacker Drive Foundation, Inc., as PP Owner. 

30. Oil and Gas Lease OCS-G 2607, effective May 1,1974, granted by the United States of 
America, as Lessor, to Mesa Petroleum Co., et aL, as Lessee, covering Block 312, Eugene Island 
Area, South Addition, Official Leasing Map, Louisiana Map No. 4A. 

Working Interest 
Net Interest in Production 

1.00000 
.83333 

Working Interest 
Net Intereat in Production 

.13333 

.11111 
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IA»' / o i n e t s 

L L M L r t , KCLLKHER, KOi ILMEYER 5. MATTHEWS 

C I O M i L ' r " T I I r L o n i i 

1 »(Hr» %' V \ " l ' • • • - ,*CDlV.'- " " . » i r i r i ' . . 1 UATlONAl BAHR O r COMMCHCC D U I i n i N G Uior .cc B MAIlHCWt {••l»-H»T«Q 

V ^ J f i J y ' t " ? ? ' " " ' i ' i i f ' ' ' " ' ^ C M o" NTW OriLITAflS 70112 M«Vcu5£""*" 
M I L I U M wt t i n . • >. r i . .1 f o N M i n r n i s o c t A m r - . ' i > i n 
c " « " , ' . . ! " . " . ' L?'.'A* . ' T C L r P i i o i . i .O* ) B r C - i , " A i CIOI...I . i . . i . t « . t i t . HuneAuc.in 

>>.t A >..ii> i i n i sMt -N . <• . • I I . . I I C A D L T / n t I f . ' , : L t M M O H j o i l t i I M * « v " " " n ' M I M ' I I i M 

j / v i . A . CMor jC ' iu i H ' I U i . l . i n i l i i n l H . r J. t t s i D l ' t C l * - r " I 1 

November 4 , 19 7 7 

Department o f che I n t e r i o r 
Bureau of Land MatK.gon.ent 
O u t e r Con', i n e r i t a l Che I f Of f i ce . 
500 Camp MtrooL 
Nov Orleans, L o u i s i a n a 70130 

/ a t t e n t i o n : Mr . John L, Rankin, 
O f f s h o r e Manager 

fa 

Re: 
2228, 
2537 , 
23 7 / , 
32C;:, 
Of fsh . 
Lease?; 
31.1 P., 
2 70-.i, 
2 718, 
2 4 09 , 
24 21' . 

; Nos. 
2850, 
28C*, 

ocs-
2880 
3193 
3-: i v 

. - Louis ' u 
Nos. OCS-

2377, 
2 706 , 
2 7 ] 9 , 
2413 , 
27 y \ 

2378 
2334 
239 7 
2737 
24 2C 

G2 8 39, 
, 2859, 
, 2900, 
, 3195, 
, 340S). 
ua 
G2 353, 
, 2583, 
, 2 713, 
, 2 398, 
, 2413, 
. 24 2'J. 

2224 , 
2800 , 
315G, 
29-5 7, 
341C, 

2 366 , 
27C1, 
2 388, 
2399, 
2414 , 
2745 . 

2225, 3284, 
2382, 2883, 
2o07, 2317, 
2193, 3202, 

2372, 2373, 
2704, 277D, 

Of l r.hore Texas 

2 389 , 
2403, 
2416, 
2 740, 

2 3*10, 
3314 , 
2418, 
2766 

Gentlemen : 

Enclosed . i re an o r i g i n a l execu ted copy and 70 
x e r o x copier; o f ench o f thc f o l l o w i n g documents: 

1 . Amendment to P r o d u c t i o n Payment Agreement 
da t ed as o*7 November 1 , 1977 between Penn
z o i l Company a: d P e n n z o i l L o u i s i a n a and 
Texas O f f s h o r e , I n c . 

2. Amendment to In s t rumen t o f Conveyance o f 
P r o d u c t i o n Payment d a t e , as o f November 
1 , 1977 between Pennzo i l L o u i s i a n a and 
Texas O f f s h o r e , I n c . and Pennzo i l Company. 



L E M L E . K E L L E H E R , KOHLME.YER & M A T T H E W S 

Department o f t he I n c e r i o r 
Bureau of Land Management 
Page 2 
November 4 1977 

3. C o n f i r m a t i o n o r Assignment da ted as o f 
November 1 , 19/7 among Pennzo i l L o u i s i a n a 
and Texas O f f s h o r e , T n e . , Pennzo i l Company 
and The F i r s t Na t i ona ] Bank o f Chicago, 
as Agen'- ^co c e r t a i n banks . 

We r e q u e s t t h a t you f i l o the o r i g i n a l execu ted 
copy of each o f t hese documents, a long w i t h t h i s l e t t e r , 
i n your f i l e a p p l i c a b l e to Lease No. OCS-G2R19. Please 
a l s o place an a d d i t i o n a l copy o f L l i i s l e t t e r and a 
x e r o x copy o f these documents i n your f i l e a p p l i c a b l e 
t o eaeli o f the r o r v i i n i n ; capt ioned Jrases f o r c r o s s -
r e f e r e n c i n g p u r p o s e s . 

We u n d e r s t a n d tha t t l ie payment o •" a feu i n c o n 
n e c t i o n w i t h t l i i s f i l i n c ; i s not r e q u i r e d by a p p l i c a b l e 
r e g u l a t i o n s , and t h a t no approval i s necess . i ry . Please 
r e t u r n one enc losed copy of t h i s l e t t e r f o evidence such 
f i l i n g and the accomplishmcnt o f our request . 

Yon r.s ve ry t r u l y , 

LEMLE, KELLEHER, KCHLMEYER & MATTHEWS 

James M Pe t e r sen 

JMP/dcu 

Enc losures 

F i l e d and accompl i shed as r eques ted . 

1977 . 

1 

/ 
J o l W L . Rankin, Manager 



PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC 

CONI-iluMATION Ol-' ASSIGNMENT 

THIS CONF) KM A'I ION Of ASSIGNMENT dated as of November 1, 1077 (Die "ConCrmation'), 
betwen I'eimzoJ Louisiana and Te\a: OHshore, Inc. (the "Company"), nnd The First National Bank 
of Chi- go, as Agent fur ibu iianhs mentioned below ( U C "Agent"), 

WrTNEUiriii TUAT: 

WHIJ'-.AM, the '..(imparl) cnli icd into a Kaiil. Credit Ai;r*,<*Mlf
vnl (lhe 'Crcilil Agreement"), 

dated Hs ol Miireh 1 1U71, with T l - National Ih'ti'; '.if Chieigo. tb< oilier tanks referred to in 
Seciion 2 oi tin- Credit Agreement nd '! • Agent providing fer lm :. ('the "Louis') tn the Company 
by iht iSai !;> which ..." parlies In thi Credit Agit'.mcot MI an ; p ' l t gate principal amount r>'t in 
excess ol .' lllil.Uilil.Uti;', lu be cvidcin • J by llic prone .soiy miles of tin* Company i,ti;.'.- "Nutes")j 

W i l l i ; H.e Company executed, <n MK>V. -|cdg< d :MU1 dchscitJ In I'etiiizu'l C"onipauy ('Tcnuioil") 
u conveyance ul production paytne'il dated as dl ."\j . , i . \ ] , I ; : ' / - ' ••.iilislaiili.dly in tbe fortu cf 
App'Mitl'v I tllii ' "Cfimeyj.ic ' ; lu that certain (Wlnd'on {'.jjimnl Agic'u:< nt, UatedS**' of 
March J, P;7-i, belwctn Pennzoil ;M>U the ('(IIIIJI.IHN (tbe ''Pi'duclioi! r.iymcut Agreement"), all ai 
provided in Section ol the Prudui.th'n Payment A y i iutut; 

\Viit?'t&s, ii . unlet lu secure the lull .u d coniph.lc performance by lhe Company of i t i obligations 
under tbe Credit Agreement, tbe Company ugic, rl iheicisi u, jijsjgii its ti-flits .nul opt lour in, to 
aud undo! Production Pa) ment Agtteinenl lo cae.1'. Pcuu/oil either (a) to pny the Coinji'L y, 
tlie purchase "rice for tl . . productio.i payment conveyed b> Ihc Comp./iy lo Pc'.m'.jil as r.loi-inid, 
an BUiounl equal lo the pr.ucipjJ Muuiml ol such production puyinei.t, which pri.,up ,u amount : T < - JJ 
equal the segregate piii.cipal amount of lhe loans plu;; accrued ii.11 : :.l thereon v.nd G3iruni'4Ufcnl 
lec applicable thtrcio, ii any, outstanding under iLi Credit Agici nt on tbe dale, i i u i i j , upon 
which such pu)meul !.• n...J« , oi l b ; to c.ucaii, m l.u iwiedgi .t.i-1 d"!i'-'er to th" Company, al il.s 
expend, sueh instrunient or instruments as ina) he necessary or appropriate io release, relinquish 
and extinguish as full} discharger!, such production payment; 

WHLULAS, iii "iidei In induce (he Hanks which ale puitit s to thi Credit Agreement lo make loans 
pursuant lo the Cicd-l Agi cement .md tu secure the peilormance hy lhe Company ol its obligations 
under the 'Credit Agiccniunt, including its obligation to pay die Notes (the 'Credit Agreement 
Obligations' J, tin Company executed, acl.nov.hilj/id and dcli\ei;d to the Agent an Assignment 
dated as of March J, Jt>"4 (the "Assignment"), a conformed copy of which is attached hereto as 
Appendix 1 (in which I'ennzoil joined Ioi ihc limited purposes set ioilh then in}, by which lhe Com
pany asMgii'-d, tianslcrtcd and sei ovoi to the A. i nl lei the piupoilioiiulc beticfii of ihc lkuiks which 
rue parties to tlie Ciedil Agucmeiil us their intenst' m..\ appear ail th' light, tide and inteiest of llic 
Company in, to and under the Production Payme.il Agreement, save and except, however, those 
rights of lhe Comp.my relating to thi sale of gas prodnci d irom Ihe Leasehold Interest" provided 
for in Article 111 ol tin; 1'ioduc'iuti Payment Agreement (such light, title ;:nd interest ot the Company 
in the Produclion I'ayiueiit Agieciiieot, -.avo and c\u.pt such rights ulaling to lhe side of gas, h^ing 
herein and in tlie Assignment ref cri td to as tin "l'lodiielinn Payment lligbts"), tojMjtlicr v/ith lhe 
right, title and interest ol the Company in, to and under uny amendment of the Production Payment 
Rights or additions thu elo; 

Wui.m-.AS, the C redit Agreement, the I'roduetiou Payment Agreeniuut and the Conveyance were 
amended and restated as of May 1. P)7fi to refleei an extension of the niatuiily of the cre:lit 
available to lhe Company under the Credit Agieement, an increase in the amount of Unit credit to 
$2C'U,UtKl,0Ul) and the addition ol MaiiufaeUitc is II.mover Trust Comjiany, Sccurit; Pacific National 
Han'.;, W ills 1'aigo Hank Na' ..nil Assut i;iliuu, The Ntnlln n, 'I'-usI Company, E.iropean-Ainerican 
Hank ic Trust Company and The Piisl N'ation:il hank of Jkiston as parties to lhe Credit Agreement 
and lor other purposes; 



< : ' " ' ' .'...,;t I '^vi,!., ,u„. 

" - . u „ <:;;:;! :;;:,; t ; ; | ; , - -
i»" 1 ' w i l l as so 

' ' ; il„ ad.ii, 
" ' 'IooMofi, \ . \ 

11 1 1 

i i . f 

•'<*'<cu,i„t arid ' .„ ,.H 

Mow ;

 < > a , t l ( U ' C '""•inks"/i, l > c n i

f 5 

' " Hanks would , 
""' "«l'd and a > f „ i f . ( ; 

VVIH.1 i . , , S i t j | r ( . f , 

ll«W IJI . f u r l ' , . ., 

« " d . l av;'::!..';!;,'", 
d m ( . , di< n, < f , , „ , 

'•'">( h i d t i i a f im i d ] : . . , , ; . 
and 

W'm:r.i<s, pun,,,.,,,, , 
A R " ' ' ' " l u , i a < '''-'nc ndi d .,„«, 

V ' " "' ! '"< 'I 

?• ^ r;;1 ? - - ~ t , ; ^ ^ r t T 

' ; ^ 4 t t m - " • — l e d and , , , ' , . ' ' • " / ^ - i . - UM- o l d , , ^ ' ^ ^ b h is 
A s s i g n , , , . • , ^ • - «; -Now ., , ( ,V ( , 7 _ ^ C o . , l p a n > . l I n d c f 

^Indebtedm-ss and u i Z » " ( ' ; s , , i , , J " "•an, i„ / „ „ , 

K'-ipl. I«i Ihc- liauJs 
m c n t « ( " mnuui , d 

'. .11 , , 1 i - f i r i ' d 

CJjiHlil A n , 
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I N WITNESS WHEREOF, HIP paitics hereto have caused tin's CouHrmatiun to he executed by their 
rcspe' live officers thereunto duly authorized as of tlie day first above written. 

"ENNZOH. I .OUISIANA A.'*D TEXAS OrrsiionE, INC. 

Title: Vic ? President 

PKSNZUJX COMPANY 

[SEAL] 

Titlt: Croup Vice President 

THE I-'IMST NATIONAL DANK or CHICACO, as Agent 

Title: A-vs'f.vNoif Vice Preiideut 

3 



TIIE STATE OK TEXAS ) M < 

COUNTY OK HAIUUS j 

Hr. I T RiMiMurnrx that I . Mie Tuicisigncd. i Notary Public duly qiudif d, s. rn and acting 
in and for (lie County and Sin' L-S aii , 1. -riby ec:';fy t in t , on ties 1st i ! . i \ of \ o v n '., i , litTV; 

Before im .ippcarcd \ \ . . W I L K I HSON, to mc piTSon.dly known, who, l in ' iir bv mc du l \ sworn, 
d i d say that hc is Vice ' --sident of PKN.V/.OU. I HTMANA W O TEXAS ' ) I I .sit JHE, INC., n Delaware 

corporation, nnd that th' \ d affixed to th" foregoing instrument is thc corporate seal of said 
corporation ,*uid tha' t in M>'.I.nnent was sij . /d aid sealed iu behalf of the co por..iion by anthoritv 

i. -ON ui know!' dged tin' i ' lvtiim,. i | | i , he t] 1*- hee ai t I*.. \ ' . of its ..nd 'if Ih.ectnrs and that \ \ 

ami dd-d of tl .' corporation. 

(Faiuisir i ia) Itcfnic inc appi'aii'd ll.viinl.n K.Soii'ioi 
sa\ that lu is a t>u tup Vi v. I Yes ith-,i I ul l ' i 
;ifh'\'cd to the foregoing iusti'iim 'ht i . th i 
was signed and sealed in luh .d l > lb »n 
M A H O U ) C- Soi.ioii ackunwlidgi d i • <;re 

1 \as) Before in. on this day pci-tt i . . i l . apj 

whose nam* is subscribed to tlie fore-v n 
Pl'-NNZOlI. IjOt.'ISI '_\A AM' Tl.SLAN ( I I s | , 

Uia l h r rxctulcd -aid instrument ioi tin ;.. 
and deed of said corporation. 

Texas) Before me on this d iy pi 
name is subscribed to thi" fo 
PlSN'v/nn. Co.Ml'.iW a I)claw..ie coipniali 
in cut fo i the I'.uipoii and c ;• I r.it* ii th 

oie personam k'i'>\vu, who, bi in?' I<\ n e duly swum, did 

/ • i . i . ( ' A W . i I >i h. • arc cm pie at"-n. and that the seal 

i;">>iivi ' ei - corporation and that th. instalment 

ation b an '. . . i ty ol its Hn ml of Diie i Mrs .md that 

' I . ! to l)C tla- I . ' act and deed i f the coipoi.it ion. 

. . d \\*. I ! \ \ ir ..i.nSUN, k inwii to mc tn be the prison 

n l i iTH'in and known to m - lo lie a Vice President of 

i v r . a 3)claw..re eoipoiatiOii, and acknowledged to mc 

is., an.l ci o .uh i alii : rein e\pie>„ed, •md as lhe act 

n ' h..*t: i in i ' a. 

pptai ' ' I ' .nn n I " . S. si;(., I iTiwit l'» mi lo bc the person whose 
known t . nn to I i . ;i Croup Nice President of 

..ml acknowh dg< d to ., . •'•.:( („• exeiulcd ». . instru-
' i i po vsid, .ui 1 .' tin . i t m d di ed of s.iid coiporation. 

I N Wrrprrss W'IILTUOK, I have hcicuntc s< t my hand nod official notarial real, in thc City of 
I tension, Comuy of I I .mis . St.it • of Ti \ .<, ii..s 1 -,i d , j ( , f \ , . v « nd., i , piTT. 

A r / /.{•.A-y.^PA 

Notary Public in and foi Jlunis County, Tc.as 
My Conunis-mn Expiiesvo ..' Jc ,//•'?(' 

R n m i L MjUvVOtYTH 
I.-,. ,.. ,f. , i i . i rs. i l j r no County, l"C<«rt 

•„•• n ....jn i y.-.tvi June 30. 13*3 

i • • : • / •..-•ii ti.e.ti, ia* <'•" S'ae'v -

[ NOTARIAL S E A L ] 

A 



T I I E STATE or ILLINOIS ) 

COUNTY OK COOK j 

Hi I T RKMEMM m n (hat I , lli<- imdevsigncd, a Notary Public tb i l t miajifiril. sworn nnd acting 
in nnd for Ila' County anil State aloiesai.t, licrcliy certify that, on lhisC>V/*Niu.y ( , f November, 1977: 

(Loniunna) Helorc in.' appealed IUI ILVIID S. PAI.MI.II, to peisonally Known, who, bcin . hy me duly swom, 
did say lhat he is an Assistant Viei Pi evident ol ' lm. I'msr NATIONAL HANK OI CMICAUO, a national 
banking association, and that lhe seal afiived lo lin foregoing ii,.:,nincnt is the c uperate seal of said 
Corpoi at ion and tl i ' l the instrinik'i! v.,-. signed and sealed in behall of the cwip.u ation by uuthoiity 
of its Hoard ul Punt' is and tha! I.n iivnii S. I ' , \ I , . \ I I u acknowledged lhe inslrniuenl lo he tin- free act 
ami il* cd oi ihc ii-.l'to 1.1I haul.ing ... oi.-atiou. 

(Texns) Hefoie mt- on pn'. day persona!') appealed lti.i-.hn S. PALM i.n, Known t'. nc to b the person 
whoso name is s-ihaidi. J to the lo.. goin-, instiium nl and known to na- to hr an Assistant \ ice hes'-
denl of l m ITIUSTNMION.SI UVM. f na u.o, a a .ta n.d bankin ; association, and acknow ledged lo ine 
that In- i \. . nlcd : . . . ' . I i-i't uuient IO. the pmpoM S and consich ...lior therein c\pressed and in the 
capacity therein st.vt'd, ..nd as th. ;,< and deed o! said nationa! hanking association. 

I N WITNESS Wliuuxir, 1 havi hci. • .to scUmy ^iar)d ami official notarial seal, in thc City of 
Chicago, County ul Co,.k, Slate ol I ' l n i , , this' -^i-day ol November, 11)77. 

Clare A. Marts yy 
Notary* Public in and for Cook Counlyfltnnois 

My Commission Expires . t ,..... 

My ConunTssfcn hm t,p\ 3,131ft 

(NOTARIAL SEAL] 
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APPENDIX I 

[CONFORMED COPY] 

PENNZOIL LOUISIANA AM) TEXAS 01 SI10HK, INC. 
ASSIGNMENT 

THIS ASSlC.NMn.VT dV. 1 ... <.f March 1. I'M (thr "As-V." •'""«" fn«n P. nn/«»i1 I-ouisiana 
nni! T<x.,s Olf.l.i.n- ! (tin ' ('. • , 'i l<. 'flu Post National I (.ink uf Chica}, . as Agent for tin* 
Bonk-: mentioned In low (Uu '.';-i*'), 

Wmn.sM*i n THAT. 

VYIIKIIKV. th.' f i ' i a j I I . I..t« i utercd Intii i Bank f 'n dit A; nn!i"ii l (the "Gndjl Agreement"), 
dtit<ad n of M uch I , l!»7I, with lhe First N.'atioii.d Hunk of Chicago, the other Iktnfc n f e i n ' l In in 
Seitiwi' 2 of the Cndil Agi cm n' (lh< mk-."> ami In?' Ag. nt pinxiding foi loans (the "loan"") 
Ity tin Banks ( •'. Compan) n un segregate piiniipal ..niour' n il i-i i\e< ,x ef tOOO.tKK), lo l«e 
evidenced by t l" pruiiux.xe.iy uni;» of tin- Coi npany ,lbe "Notts"); 

W I I U I K A * . tii Company bus executed. acknowledged and delivered lu ''eim/oll Company 
("Pci'ii/.oiJ') a ituiv-i\auec of production paxuu V. dated us of Mulch 1. 197-1, substantially in the 
form of Appendix I t" that cert on I'loduc'.ou I'aymeiu Agre. ment. dated as of March I . 1974, 
bi tweon Pennzoil I tin- Con ;. ny (tin "Pn.d.n tion Paymcn' Agi cement"), all as provided iu 
Sccli":i 2.3 of lhe Production P.«x .ueul Agieenunt; 

xVm.nKAs, in oro- :•> 1 ecu re t l . full aud i-nnph te performance by the Company of its obligations 
under the Credit Agreement, tin ( :npan> has I'gtctd llrcreii lu ,:silgii its light., and option^ in, to 
ami under the Production I'aynu ut Vgreeiueul to cause Pcnn7oil l i l lu r (a) to pay lo lhe Company, 
ns tho purchase piiei' (or the piodui lion payment conveyed hx the Company to Pctm/oil as afore
said, on amount equal to the prim ip. I amount of such production payment, which principal 
amount shall equal tin- aggregate principal amount of lhe loans, phis accmed interest thereon and 
commitment fee applicable then to, if any, outstanding under lhe Credit Agieement on the date, 
if any, upon which such payment is made, oi (h) to execute, acknowledge and deliver to the 
Company, al its expense, such instrument ir instruments us may bc necessary or appropriate to 
release, relinquish nnd extinguish as fully di>charged, sueh pioduclion payment; nnd 

' V I I I J I . SS, pursuant to tlie request of lhe Company and the Banks, Pennzoil proposes io join 
herein for lhe limited purposes set for lb below; 

Now. Tnnnnonr. in order to induce tin- Hanks tn make loans pursuant to the Credit Agr-ement 
and to secure lhe pcrfonnancc by the Company of its obligations under the Credit Agieement, 
including its obligation to pay the Notes (the "Credit Agreement Obligations ), tho Compan) hereby 
assigns, transfers aiul s. is over to the Agent for ihe proportionate benefit of the Hanks as their 
interests may appear nil of the right, title and interest of the Company in, to and under the Production 
Payment Agreement, save and i xcrpt, however, those rights of thi Compan) r< kiting to thc sale of 
gas produced from 'h I .case h I Interests provided lor in Article I I I of the Pioduction Payment 
Agreement (sueh right, title nnd interest of the Company in the Production Payment Agreement, 
save und except such lights relating to the sale of gas, being hereinafter referred to as the '"Production 
Payment Bights"), together with the right, title and interest of Ihe Company in, to and under any 
amendment of the Production Payment Bights or additions thereto. 

1. Tliis Assignment is made by thc Company to enforce, secure nnd provide nn additional 
means of payment of lhe Ciedil Agreement Oblig..lions. 

2. Tlie Production Payment Bights may be exercised by the Agent for and on behalf of the 
Bnnks upon the occurrence of an Event of Default .is described in Section 11 of lhe Credit Agieement 
and at any time during thc continuance of such Event of Default. To exercise tho right of tlio 
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Company to call upon Pcnn/oil to p-iy the purchase price of sueh production payment as provided 
u i Section 2-1 " f llic Produclion Payment \ g i cement (die "Purchase Price R igh t ' ) , die Agent .shall 
give lVmi/ui l nolicc to such elfeet which shall 

(a) specif) lhe purchase prici of thc pioduction p.i\ i ut (detennined as provided in 
Section 2.1 ol ihc Production I'ayrienl Agreemeiil) to hi p.dd hy Pcr.u/oil pursuant to such 
request, and 

(h) speedy thc el ite upon which Ihe puichase price of such production payment is to be 
paid. 

Co'icuneully with the giving ut M U M notice to I ' lnn. 'oil the Ageiil shall delis - i ui mail an CM cuted 
ctinnlcipail ol " a h nnfici to I 1 Compiiny. C>smg ot ueh m o n lis the Agent to I 'eim/uil shall 
constitute .u: rf 'ectbc notice ol i h i l i o n by Pn Coinp.-o) to evirfi.se ihc Puiehas. Price Right as 
pie.eld; d foi in Sn t ion 2.5 o| th. Modiul io i i C 'v i i i in l \ulet im :it, Ih- fu l l am. an. t of the pui i h.-se 
p i i e t>| UM ll pioilm tion p.i) iu- nl shall In p.. d Its i i . n . - i l , xs-thou! s ' o l l , mii . iU'ictuim i>i recoup-

incut wha'-oi Vii !i> u a ol . . i ' ) el.on, ol |'t i . i i /oi l ag.iinst ti e Company oi olheiwi.c, dileclly to 
th. . ,i nt on th.' dat. spi cil icd m sue!, notice .md -.hall be applied by the Agent to thc payment 
ol lhe Notes in l l " mam.i i dc». libetl i . i Sci I.cm (> of the Credit Agi - incut. 

?. Notwithstanding 'l i is A . nl, t l . . Compan) and I ' - i.-i.'oil sliall base the l ight , witnout 
t l ie conseiit ol the Agent oi the Ha ls, t.. ,u:n w l the I ' lodiict i in Payment Agreement and the cou-
vcyauee o! piculuilion pa j iuen l iseetM.d pui.suanl l l icieto l m the sole and limited purpose* of 
releasing, oi adding lo, one e»i lun.e ul l l . - I.e.is. hold lutiu.-i 's oi subjecting lhe same lo gas sale, 
uni t , Opeiating in uthi'i itgn t uu nt.s pioMding lm the opi i.iticei er th vclopnicnt of the lavas-noid 
Interests m th, dep-isiUoi o! piodnction thei t l iom; provided, howiscr, that auy such amendment 
shull noi othei se ise modil) iu uny lespi e! the iiehls .md obligations of the Comp ins or I'enu/oil untie*, 
tlie Production I ul Agreemenl or reduce lhe purchase price <.| sod pioduction pay IOUL, 
deteiniiiie-d as JJO ' .KLCI iu Si ..dun 2.1 of ihc l ' iudiictiuu l ' . v i i a u t Agreement. 

4. No failure or di lay oo l i e pul l ol tin Agent or Ihc U.inl.s in exercising ;my power Or ifgi>t 
hereunder shal! up.iatc as a \s .usi i t h i n . . I , nm shall an) siugh oi partial exercise of any such *lght 
or pusei; pn i hid. nny othei si iglc oi pail i . i l cvetei.se th ' -mi l oi lhe i vcrcise ol any other I'igjbV o< 
powci hereunder. ' 

5. At the i . quest of the Company and in older to i i 'uee the hanks to make thu Loans"""**! tho 
Company, Peiiii/uil agrees 

(a) wit l . the Company thai each eeilificate as to value of Proven Hydrocarbon Reserves 
delivered by the Compan) to the Agi ut p-usiiaut lo See ' ion b(c) ol the Cn lit Agreement shall be 
signed h) Penu/oil to aeknosvh dge its approval thereol and shail be deem d lo have been deliv
ered lo Pennzoil pursuant to S< etion 1 ol the Pioduelioil Pa)'mcnt Agieement, and 

(b) with the Agent and the Hanks that the bieach or failure of thc Company to perform any 
of its obligations undei this Assignment or the pioduction Payment Agreement shall not reduce, 
luipoii or adxerscly t i l l e d in any icspcct lhe cnloiccubility by die Agent and thc Hanks of ( i ) 
the Productinii I'uymciit Itights a signed to them hereunder and ( i i ) thu agreement of Pennzoil 
to pay d i m ll) lo th'- Agent up > i the dale >peci!n cl in lhe notice given to Pciirzuil by tlie Agent 
pursuant to Paiagraph 2 uhusi an umount equal to the purchase price of the produclion payment 
specified in such notieo idler any required adjustment us provided in Section 2.5 of tho Produc
tion Payment Agreement, 

i t being the puipose and intent of Pennzoil herein lo ' (111111111 to th: Agent nnd the Banks thc con
t inued effectiveness, validity and enforceability of thi- Pioduction Payment Rights nssigncd to them 
hereunder throughout the term ol this Assignment without re ad to thc performance or breach by 
Uic Co. puny of its obligations u n d o this Assignment or the I duetiou Payment Agreement 
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0. Pennzoil hereby represents nnd warrants that 

(n) It is a corporation duly organized, validly existing and in good .-landing under thc laws 
of lhe Stale of JJelawaie. I l is duly qualified to do business in those stales iu which it owns a 
material amount ol property or transacts a material amount of business. 

(h) It has corporate powci and authority to make and carry out the Production Payment 
Agreemenl und Ihis Assignment; and all sueh action has been duly authorized by all necessary 
corporate procecdinj,.x on its part. 

(c) Sine.- h "ember 31, P.I73 there has been no material adverse change in thc financial 
coiuh'ioii of IVnu/.i il or of I'c.'Ui/uil und its consolidated subsidiaries. 

(d) The Production Payment Agieement, the conveyance' ol pioduction payment executed 
pursuant theieio and tbis Assignment have been do!) and valid!) executed aud delisered hy 
Pcun/uil it 1 tiliitc valin uu legully binding a: p.cim nt ol Penii.'.oil t ufoic--..b!«.' ill accord
ance V.itli th i . . : l is, cv . j as ciiiojeciiv n! tlicie'jl i i limited by banln-^tc), iisohcncy or 
oilier laws of general apple- ic.ui ic hi ting to aUettiiig the ciiHueeii.cul cl creditors' lights. 

.•) While this As>igU!n'ul c ntiuni s mm leased I'cuirzt.il shall, if notified of the exercise 
by the Agent ol the right to have Ihe purchase p.icc pai I to the Agent, be unconditionally 
obligated tu pas sueh puicl se- price duccHy t» the Agent iu a ceo i dance, with the terms hereof. 

7. All notices and other communications provided for heicin shall hc in writing and shall be 
del ied or mailed (ui iu the c«ue ol telegraphic eoiuiii'ime.iliuii, i ! by idcgram, delivered to the 
tcic-.iaph company a..d if by the telex, giap'n'e scanning oi ollu r telegraphic communications equip
ment ol tlie sending party, delivered by smh equipment) addressed, il tu the Company oi l \ nn/oil, 
as npprupiiate, ul '.• i') Southwest 'lower, 1 lousier- I evas 7703..', and il lo the Agent, to it at Une 
First National Plaza, Chicago, Illinois f-Ofi'fU. AH notices and other communications given to any 
party hereto in acvuid luce Willi lhe pro', i us ol (hi. Assiuuu.c nl shall bc d- euicd lo base been given 
when sen. hy registered oi -eit i 'cd mail, ii by mail, or vviien delivered I ; the tchgiaph company, 
charges prepaid, il by lelegi.on, or when receipt is acknowledged, if by any telegraphic communi
cations equipment of the sender, in each case addressed lo such party as provided in ihis Paragraph 
7 or in accordance with the latest unresolved liiccticn Irom such party. 

8. this Agreement ( i) shall remain in lull force nnd eOccl until payment in full of all indebted
ness nnd obligations o! lhe Company to each el the Hanks under and pursuant lo the Credit Agree
ment and the Noli s, .tt v. Inch lime the Hanks will, upon request and at the expense of the Company, 
release mid reassign to lhe Company and Pennzoil, as their interests may appear, the rights assigned 
to -• Hanks hereunder as .soon as lucre has been suflicieiit elapse ol Una lhat, in the opinion of 
the Hanks, the continuation of the scanty interest under the Assignment is no longer necessary 
to protect the- Hanks from loss oi expense by reason of any claim that the payn -nt might constitute 
a preference or otherxise be subject to being voided, ( i i ) shall be binding upon die Company i "d 
Pennzoil, dieir respective- successors and assigns, (iii) shall inure to the benefit of and be enforceable 
by the Agent and the Hanks, their respective successors, transferees und assigns, and (iv) shall be 
construed ia accurdnncc with the laws of tho Stale of Texas. 
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I N WITNESS WW-:IW:OF, tho parties hereto have caused this Assignment to he executed hy their 
respective officers thereunto duly authorized, and iu the presence of the undersigned witnesses, as 
of the clay first ubovc written. 

Witnesses: 

s/ MAIIY FHANCT.S I'oni.vrrH 

s/ Gronnu Si'm.Y 

Witnesses: 

s/ MARY FHANCKS FcniEs-rcn 

s/ CronoiA Sfm.r 

PI:NN/.OU. LO'-IMAXA ANO TIIXAS O I rsiionr., INC. 

By s/ B. C. Birr AN 
Vice President 

ATTEST: 

s/ SALLY H A / F N 

As&Uion! Secretary 

[OonPOWATE SHAL] 

1'F.VNZOIL COMPANY 

By s/ \V. E. Cn SON 

Vice President 

ATTEST: 

s/ SALLY HAZEN 

Assistant Secretary 

[Coni'onATE SEAL] 
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T i m STATE or TEXAS ) B -

COUNTV or HAIUUS J 

HE I I KCMEMIIKIIEII that I , tho undersigned, t Notary Public duly qualified, sworn nnd noting 
in and for the County and State aforesaid, hereby ci rtify that, on this 21st day of March, 1974: 

(Louisiana) Before mr uppeared H. CJ. BHYAN, to inc personally known, who, being hy mn duly sworn, did 
say that he is Vice Pit sident of PKNN/LML LOUISIANA ANn TEXAS OmtionK, INC., a Delaware corpora-
tion, and that the seal affixed to thc foregoing instrument is the corporate seal of said corporation 
and that the instrument was .signed and sealed in behall o! the corporalion hy authority of its Board 
of Directors and lhat H. C. BIIVAN acknowledged the instrument to be the lice uct and deed of the 
ccnpoiatiou. 

(Ltiui'iann) Before ine appeared \V. P.. Cli'soN, to nn- personally known, who, being by me duly sworn, did 
say that he is Vice hcsidc.nl ol 1' \/.uu. Co.Ml'ANV, a Delaware corporation, and that the seal affixed 
to the luregoing instnunent is lite coipoialc seal of said corporation and that the mslromcul was 
signed aud sealed in behalf of lhe corporation by authority ol its Hoard of Directors nnd that YV. E. 
CirsoN' nckiiowlcdgt il lb- tiislt'timeid lo be the free net and dec d of the corporation. 

HCXIM) Before ine un this day personally upp'-ared i i . C BHYAV, known to mc to bc the person who.ie 
name is sul scribed to the I n g« , :ug histrnmciH and 1. '.own to nn in be a Vice P.cselenf ! PENNVOU. 
LmmuAix'A AND' ' AAS Urisi . t i r, ive., a Delawaie coipmalion, nnd acknowledged to .ni' lhat he 
exeeultd said ii'xl'umcnt 'oi l ie purposes teal c isideialiun therein expressed, and ux the act and 
f'«*t'] ol said coi poration. 

Before ine nn Ihis day personally appeari'ii \V. E. Cill'MiN, known to me to bc thc person whose 
name i.; subscribed to lhe foregoing instrument and known to n e to be n Vice President of PENNZOIL 
C O M I ' A M , a I)ela\» .ne co.poi. lion, and acknouh d--••«! to me that he executed said instrument for 
the purposes nnd consideration ih< rein expressed, and as the act and deed of said corporation. 

I N WITMSS Wlliaaor, 1 have hereunto sei my hand and offlcial uolaiial seal, in the Cily ot 
Houslon, County of Harris, Stale of Texas, this 21st day of March, 1974. 

t f Dononrr STEAIIMAN 
Dorothy Steurman 

Notary Puhlic in and for Harris County, Texas 
My Cominission Expires Juno 1, 1975 
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A M E N D M E N T 

T O 

INSTRUMENT OI- CONVEYANCE O F P R O I H ' C T I O N I A Y M E N T 

THIS AMENDMENT TO INSTRUMENT OF CONVEYANCE O r PRODUCTION PAYMENT 
(lliis "Amendment") dated as of November 1, 1977. between PKNVZOII, I.HVIMANA AND "TIVVAS 
Opvsucmr:. INC. a IMiwaie cwpmution (lhe Ti.a.i.n"), having iis principal nffiiv aiul post office 
ad hex at Penii/.-il Place, P.O. Box. PHUT. Houston, Texas, am! P».\v, >n. COMPANY, • Delaware c.npn 
ration (the "Grantee"), having ils principal office and post office address at Pc-m/oil Place, P.O. Bov 
29o7, Houslon, Texns. 

WnN'.ssimi: 

WllK.ii xs hy mrans of thai certain Instruini ut of Convey, mv of Produclion Pavment dated ns 
of Man h 1. 1974 IK-IVM en thc Crantor anil Grant' c (sm-h Instrument of Convex ante being hen inafter 
called the "Cnnx ew.i-u "), Ihr Grantor c-onveyt d to the Grantee, .ind lhe Crantee purchased from tlie 
Grantor, nt the time the first loan was mad tu Ih- Grantor ouch . lhat eci tain Bank Credit Agreement 
dated as of March 1. 1974, as I hou .if ler amended . nd restated, among the Granlni, Tlio Fiwt National 
Bank of Chicago, net] (he other hanks named l l . . iciii (such 1! ml. Credit Agreement, as nmeudetl 
and i est ated as o! May 1. I!l70. IwiTig hereinaftei tailed the "Bank Credit Agrc« ir'ent'*), a products a 
payment dischargeable from tla proceeds of production from or applicable to tin interests of the 
Cranio! (Iierelua't* i railed lhe ' I . i .IM hold Interests"), in those cri lain oil and gas leases covering 
lands located oflsh ••<• 1/iuisi.u a and 'Pes.is in the Cull nf Mexico, which interests, leases and lands are 
described in Exhibit "A" lo lhe Conveyance and in Exhibit "A" to Appendix 1 to the Pr. dnetion 
Payment Agieement hereinafter n l . ned 10, in an amount equal lo tie. aggregate principal amount 
of the loans, plus accrued interest and coinmiliin nt fee, outstanding under the Bank Credit Agree-
mint on the date, if any, upon which tl>e purchase price therefor is paid by the Grantee to lhe 
Cr.iuloi as piovitl.d in thai teitaiu Pioduction Payment Ague incut dated as of March 1, 197 i , as 
tbercafler i.iucnded and restated as td Max 1, 1973, betxveen the Grantee and the Grantor (such 
Production Payment Agreemeilt, as sn amended and restated. In ing hereinafter called the "Production 
Payment Agieement"), all as mo., particularly provided in the Product inn Payment Agreement; 

Wnr.iuiAs, in order to induce the hanl.s referred to in Section 2 of lhe Bank Credit Agreement 
(hereinafter called the "Banks") In make loans pursuant to lhe Bank Credit Agiccmcm and to secure 
the performance by tho Grantor of its obligations under the Bank Credit Agree ment, the Crantor, 
by that certain assignment dated ns of Marcli 1, 1975 and confirmed In the Confi"ination ol Assignment 
dated ns of May 1, I'iTO (hen inufl"i called the "Assignment") from the Grantoi to The First National 
Bank ol Chicago, as agent lor the Pauls (hereinafter called thc "Agent"), assigned, transferred nnd 
set over to lhe Agent for :h 1 proportionate bone fit of the Hanl.s as the ir inte rests may appear all 
tho right, title aud interest ol the Crautoi in, tu and under the Produc tion Payment Agreement, subject 
to the exceptions set (orth in the Assignment, and which Assignment was also executed by thc Grantee 
foi the purpose of it.s making the representations and special agreements set out therein; 

WllEltKAK, (he Bauli Credit Agreement, lhe Production Payment Agreement and the Conxcyancc 
vveie amended and rt-sl..'«d as ol May I , 1976 to reflect an extension ol the maturity of thc credit 
available lo the Compan) under lhe Hank Credit Agreement, an increase iu the amount of that 
credit to S2(KI,lKK),u.l(), the addition of certain banks as parties lo the Han!: Credit Agreement, the 
addition lo the Leasehold Interest: ol the interests of thc Company in Certain oil aud gas leases, 
and for other purposes; 

WHEHKAS, the 11.n!. Credit Agreement is now pmposed to be amended to reflect u further exten
sion of the maturity ol thc credit available to lhe Company thereunder, an increase in the amount 
of thai credit to !.:ViO,IK)0.fKKI and Ihe addition of Moigan Guaranty Trust Company of New Vork nnd 
First Internalional bank iu Houston, N.A. as parties to thc Hank Credit Agreement, and for othor 
purposes; and 



WHEREAS, pursuant to tlie request of tbe Grantor and tho Grantee, the Agent proposes to join 
herein for the limited purposes set forth below: 

Now, THEREFORE, in order to add to the Leasehold Interests the interests of the Grantor in 
certain oil and gas bases covering, l.mds Kxaled oflshorn in the Culf of Mexico adjacent to the United 
States of America and to delete from die Le.iseliold Interests certain other leases, and in consideration 
of the premises and the mutual covenants and agreements herein contained and intending lo be 
legally bound, the parries hereto ague as follows: 

1. The Conveyance is hereby emended iu the following respects: 

(a) The firs! paragraph of the Conveyance is amended by changing the date "May I . 1976" 
therein to "November 1, 1977" , 

(b) Subpaiagmph ( f ) of I'a la graph 1 of the Conveyance is intended by changing the date 
"May 1,1976 " therein lo "November I . 1977". 

(c) Subparagraph (a) of Paragraph -i of the Conveyance is •uucudctl by changing the date 
"May 1, 1976" there in to "November 1, 1977". 

(d) Subparagraph (b) of Paragraph -1 of the Conveyance is amended by changing the figuie 
"112/e'>" therein to "105%". 

( r ) Tlie "ls Wrr.Mss \Vin.iu.i.i" paragraph of the Convevance is ame-ided Ivy adding after lhe 
date "March 1,197-!," the phrase "as heretofore am: tided and restated," 

( f ) The signnturer; and acknowledgments set forth in lhe Conveyance arc- amended to read in 
ther entirety as set forth m Annex 1 hereto as the signatures and acknowledgments thereto. 

(g) Exhibit "A" to the Conveyance is amended to read in its entirety as s<•» forth in Annex I 
hereto as Exhibit "A" thereto. 

2. Except in .uiieuded herebv. lhe provisions of the Conveyance shall remain in full force and 
effect. The Conveyance, as amended hereby, shall be restated lo read iu its entirety as set forth in 
Annex I hereto, it bring agreed and understood that all references in the Convey ance as amended 
hereby and so restated to the- Hank Credit Agreement shall be deemed to he references to the Dank 
Credit Agreement as amended and restated as of November I , 1977. 

3. The Agi nt, for and on behalf and in the name of lhe Hanks, hereby consents to thc foregoing 
amendment to nnd restatement of the Conveyance; provided, however, lhat notwithstanding any 
provision hereof to the contrary, this Amendment shall not he construed or operate, except as 
expressly set forth above, to modify in any icspeci the rights nnd obligations of the Company or 
Pennzoil under the Production Payment Agreement or thc Assignment. 
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I N WITNESS WIICIIEOP, Ihe parties hereto ba 
respective officers Ihcrcunto duly authorized as 

this Amenr!n:.nt lo l>e executed by their 
and year fust above up'tien. 

WETNESSES; 

AxJbs mute**/ 

0 

4 • V-
fc 

..C/.lu.(.,.i ...s.s.u.1...... 
j 

PENNZOIL 1/JVJSIANA AND TEX KS OFVSHOIIE, INC. 

By 

[SEAL] 

tjy/b 
Vice President 

PENNZOIL Oe.rpANY 

Group \ ice Presiilcnt 

[SEAL] 

Tur. FIRST NATIONAL BANK 
ot CIUCACO, as Agent 

' J * / f [SEAL] 

By \A"-'->;-*H?r. XJ... V ^ - t ^ r . r ^ . . . 
As. iitmU Vin President 
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Tirr. STATE OI-- TEXAI 

Co UNTT Or I I •lUJS 

BE IT Ri.Mi'.Mumm thai 1, the uudersignt d, a Notary Public duly qualified, sworn and ailing 
in und lor lb. Ccunty and .Mali aforesaid, hereby certify lhat, on this lsl daj of November, 1977: 

(ijouisiar.a) Befun mi pppeared W. B. WiLKiatiON, lo ine personally known, who, being bv inc duly sworn, 
did say I •' is Vice | v iileui of PE\'N/.OIL LOUISIANA AND TINAS Onsiionr.. INC., a Delaware 
corporation, and that tin' "c:d aliivd to the foregoing instrument i-- the corporate seal of said 
corporation and thai thc instrument was signed and st aled in behalf uf die corpointior, by authority 
of its board of Diicctoi- and that YV. H. Wu.::uuoN acknowledged the instrument to be lhe free 
act and il edoilhi corporation. 

fLnuivinna) Befon mc appeared l l o "»tn K. Soar'MI, u. nn- prrv>' all} known, who, be .g by me dub sworn. 
did say that Iv is a Croup V i c Prc.udenl ol Pi . / o . i Coni'ANY, a Delaware corpoi ation. and lhat tl 
seal nflixi d to the foregoing in-li lUneiil is lhe tt»ipor.ile seal of said firpor.iliou and that th.- instrument 
was signed and sealed in In'.tail of the cuapi>rs»tinn by •iii'liorUy of it.. Board ol Directors and that 
IlAnoij) F.. f»oirK«n itckimwl'dgctl lhe instnmi'-ut to be Ih. Irce acl and d i d of the coiporation. 

(Texos) Before ••: on ibis d.-> pt'sonully appeared \V. B WM.KEBSON, known tn ;ne lo b« the prison 
whose pani-. is aubsciibwl le the foil going • :. I rumen! and known lo nv to be a Vice Piesidenl of 
PENN/AM. L I i:e WA ANH TEXAS O H Minur, ' . a Dcl.ewajr corpnialinit. and acknowledged lo me 
that he extend .1 . d ilisliuiueut for lire purp ••< and eousidcialKMi then i i expressed, aiul as lhe acl 
nnd deed <.! said corporalion. 

(Texas) Before nic on this day personally appealed I I M K U J I P!. Solemn known to mi So be the person 
whose name is suhxcrib '• Ihe lorc gi ing iustuiui. n( and ! itown to :i,c 10 IH- a Cioup \'ice President 
of Pr.s.'N/:ou. I o?.*i •. w , a 1' I a v." •.'!"" ccpoj, '-»n, an.i acl.iuw.'h'dj'ei to m>* thai he CM eulcd said instru
ment iur ihe piu pos< » ano ' on iderati>-. tin rein cx-prcsscd, • d as the aet rnd deed ol said eorpprati"" 

IN WITNESS Wnr.nr.oK, 1 base bin .nlo set my hand and official notarial seal, in the City of 
Houston, Comity oi Harris, State of T ».:••« 'hi. L,t day of No- ember, 1977. 

/^Sc.LU ./sl. ,/U.T.l7:/> 
1 »s. 

Notaiy Public iu and for H:.rris County, Texas 
My Commission I'.xpires ' l c • A'. 

ROSiUr r«HivonTH 
Notary V\ \ "> .1' .' tea n.irf.s Cos r;|v Tr» :* 

M> C. run, nan E»,m-» J .". •/.-, 
A:.. . . . : u . . . . , tlNOTAWAL SEAL] 
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TRT. STATE OF IUJNO.'S 

COUNTY OI COOK 

BF. I T HrMFMm.iu I> that I . thc undersigned, a Notary Puhlic dulv qualified, sworn and noting 
in and (or the County .<nd Stale aforesaid, hereby certify that, on this-^JH^rfay of November, 1977: 

Before me appeared BICHAIUI S. PAI.MKII, IU me personally known, who, being by mc duly 
sworn, did say that In is an Assist ant Vice President ul Tin I'ntsr NATIONAL BANK or CIIICAKO, n 
national bunking association, aud that the seal affixed to die foregoing instnunent is tie- corporate seal 
of said (orpoiation and lhat lhe instn nl was sigmd and scaled i i . behalf of tin corporation by 
uuthoiily of its Hoard nl Directors and that ' IKI IAI .0 S P.*i.MLtf acknowledged the instrument to he the 
fo e act and deed ol tin n tional hanking association, 

Before IMC on this day p. Tumuli) appealed BiUIAUU Ii. PAI.MI.II. known to mc hi be the person 
whose name is suhsi lilied lo lhe foicg img inslnmienl and known In nu lo hi. an Assistant Vice Pu'si-
dent of Tur Pmvr NATIONAL BANK HI CIIICACO, a national banking association, niul uchnov. lrd..cd lo 
nu thai he cseeuled s id instrument for the purposes and consideration there-'., exp' 1 nnd in the 
enpacit) therein stated, .md as lhe .••. and deed of said ii.ilion.il banking association 

I N W'nvr.ss Winiuor, I have lu r unto sei my hand and nlfieinl notarial scrd, in the City of 
Chicago, Comity of Coo!.. Slate of Illinois, this '̂"••iW .y of November, 1977. 

C l - • A. Mails 
N"t irs ' Yh: ui nnd for C il Count v. Illinois 

*y i minis: ion luxpil "> 

tti teas* 

(NOTATIAI. SEAL] 
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PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. 
TO 

PENNZOIL COMPANY 

C O N V E Y A N C E OP PRODUCTION P A Y M E N T 

T H I S IN.'. Till ' M l N I OP C O W l l \ N C L OF 1T.OI H O I JMN PAYMENT (lliis "Conveyance") 
dat. 1 as ol Marcli I , 1971 .is am *.«I.-tt and restated as d( November I , 1977, between Pr*.v/.nn. 
L O U I M A V A A M I Ti A • ^ ()i -M.n i . J M . .1 Deluw.i.c corporation (the "Urantoi"), having its {.. 'ucipal 
officii . ind port nlHw addn • . i l IVimzni l Pla-c, P.O. Ii.»x 2'if>7, Houston, T O M S and Prsv/ i ' r t . Co*i-
I'ANV. a I 1 . w .in. (-nipvi.it ion ((! "Cranio ' " i , having its principal oflice and pnM ofiicc uddriss at 
Penn/nd P luv , P.O l i •. 29 .7. I h . . ' .., Texas. 

\V 1 T N K S S I : T I I : 

W i n ' ss, the ( ! .litui d< sire-, to "11 and tht (•ranter dc-dn < In purchase tin. Produclion Payment 
hc rc inu fn r uc-v.nl 

N o w . T l u nrum' . il i ..• ,ic-< <I l>\ and between l l . . - Cr.u-: : and lhe Cranti • ;.s follows: 

E C'I 'n Dclieilions. Tin- fol lowing terms sliall In I'scd in l l . Convcyauc. wi th the meanings 
given he 

v , "AcciHin'.iiig Mouth shall I I I I .m any monthly period loi-itm-nciug with nnd including 
the- 21st day ol an; ealendai mouth ami ending on and including lhe 20th day of the next 
SUCCecdii ', i..!.:.oar mouth. 

( h ) "Flh live Date " shall mean 7 u'clo 1,, A.M.. on tin- date of tin's Conv eyance, net " i d i n g 
to the time thin in i l l i c . al the location of e.a h Suhji 11 l ine . . »l 

(e) "Exhibit ." shall mean F.xhihil A attached to ihis Conveyance and hcrch) made a part 
hereof for .Jl purposes. 

( i l ) "Ilydioeaihou's'' shall mean all oil, g.is ami other hydrocarbon* or any combination of 
one or mure nl such subst.inei appropriate (u tin contex' in w hic h sueh t. rm is used. 

(e) "Lease" shall mean any od and gas lease or sub-lc fe, dpscrilied in Pxhihit A. 

( f ) "I'n.n i ds Commeuecineiil Dale" shall mean 7 o'clock, A M. , accord ii .: lo t in time then 
i : i eflect at lie location " I each Subjeel Interest, un tin- dat" upon which lhe purchase price is 
pa id hv the l i i . a . I . . - to th. Cr.uilur ..s piovidvd in the I ' ludui Ium Payment Agreemenl dated as 
of March 1. 197-1, as amended aud restated as of November 1, 1977, between the Crantor nnd 
the Crantee 

( g ) Mihj . i t 11Irocarbons" sliall mean all I Iydrnei i l inns in .md under, und winch may 
be produced iiuil xui. I from, and winch shall aterue and In .itiribulable to, th. Subject Interests 
f r o m and aftei the I ...i-ceils Coimuelieement Date aud llnoughnut the period specified in this 
Convevance foi th. tenn of the I'roductiun Payment. 

( h ) "Subjicl Inleiestx" shall nn an the undivided percentage interests of the Crantm in thc 
Leases, and. in addition thereto each and every other loud and eharactei of light, title, claim or 
interest which tin Ciantoi now has in. to or undei the I.e..ies, which interests or Leases are 



ci ther specifically or generally described in Exhibit A, nil us the same shall be enlarged by the 
discbarge of uny payments out of production or by the removal of any charges or encumbrances 
to w h i c h any of tlie same arc subject and an) and nil uncwals and extensions of any ol the same, 
bu t there shall not be included wi th in ' lu Subject Inlciests nny rights which the Crantor now 
has or may hereafter obtain w i l h • peel to production attributable to the inlciests ol noiicon-
t en t i ng parties under any op. i.ite . agieement, unit operating agreement, contrail for develop* 
incut or similar instrument. 

2. Conveyance of the I'n loclion Payment. ' I l ie Oiantoi, I r valuabl. consideration, the receipt 
adequacy ani l sufficiency of V hit h nt< h i i i l i y ,n know ledg..! b. these picseuts does hereb) g r a i l , 
biugi i in , s i l l , ci'iivey, afsigii, t i au . i c i and . a l i v t i ir.ilu th. C i a u t i i ' , as a pioduction pavmeul, an 
Undivided c. ,hl) i . \ . pel11 it i . i ' / . } iiileiesl m th. p i cc i ' t h l i o m the sal. ol the Subjeel Hydro-
carbines; subj . I , hov .vcr, lo l l . . pros isimis of I'.u.eviaph :) of this Come) no is 

T h e lifor« snid eighty-live peu . nl ( K Y i / inl. i . t i . i the proceeds f iom the sale ul lb. Subjeel 
l l y d r o o i . r l i n u i , as gi.uitetl, b. ,..u. I old. ion vend , ass. .... d, transl.TI. I and delivered uu'o the 
Cr.inti-c by I l i t 1 lei'ins ol thi.. Coin c) a l i tv , hall be the "Pio.'.i.. turn Pu)iu nt." 

T o H A S . '.NO ro l l o u i thi I'rotlueti-iu Pay tut nl, tog.'thf i v. i th nil mid siugulai the rights, privileges 
and appurteieit icci thereunto in . ny way hclo.igmg, unto the Craiuee, il» Micecssois ami assigns, 
forever. 

3. Cctl .n 'o I'li.sisiuiis Governing Subjeil li)druiarbv»i»s. All die piuvisi ..| dus Conveyance 

shall b i ' snbj . i t to thc f i i l louing; 

( a ) l or the ilisih.ugi ol tb. Production I'uymt nl lhe Crantee shall look exclusively lo 
the proceeds ol Subjeel Hydrocarbons, and lhe Crautoi shal' not be liable for smh discharge. 

( b ) 'Ihe Production Payment sh dl col ht dischargeable f io .u lhe p i o . m , of uny pnxlucls 
resul t ing l io iu any inanul.it I.n mg p n u . mg oi icliiung operation, except lo the '. xtenl ol thai 
p o i t i o i i o l such proceeds which represent... die lull m a i l t ! value at t l , . ' Wellhead ol thc Subject 
l lydrocuihons iced ia MI h m.iouluctmin j , pioccssing m refining operalioe.. 

c ) The I'ruductiou I a )min t shall not be discbug. able mil of nny noun* which the (.rantoi 
sl leocivc for uny Lea i oi assignmenl >.| an\ ol the i u b j i c l l l i tere. l - oi out of any payments 
uiade to tin Cninlur in eomicetioii wi th the dulling or dclcrring of dull ing ol any well on auy 
of the Subject Interests or m couueclion with any adjustu. nt of uny wi l l and leasehold erpiipmvnt 
upon uni l i /a t ion o! any of iho Subjeel li.tcru.xls. 

( d ) There shall not be included in th. Subject Hydtocarbons nny Hy drocarbons imav.-i dubly 
' >»t i n lhe production ihcreol oi produied and saved f iom any of tin Subj. et Interests and useil 
by lhe Crantor in roiiloimilv w i t h good field pract i to lor dri l l ing and pioduction operations 
( i n c l u d i n g gas injiction, secondary recovery, pn-ssmc maintenance, lejiresvuiing oi cycling 
opcrnt io i is ) eonduclcd hu the piupn.se ol pioducing Subject Hyihoc.irbotis from Ihe Subject 
Interests tu fiom uny unit to which tin- Si hjuct Interests are committed, b it only so long as such 
i i y d r o c . i i hom aie su used. 

( c ) So long us and lo the c x t m ! that the same may be recpiir by applicable laws and 
regulations, in the case ol any Lease from tin United States of Aim i Included in lhe Subject 
I n l r r r s i , Irom which the average produclion ol oil per well per day averaged on Ihe monthly 
basis in 15 barrels or hss, lhe obligation to pay ami the right ol the Crantee to receive the 
procet ih. of oil product <1 f i o m such laase shall be suspended unti l said nverage production of 
o i l per vv.dl per day exceeds said minimum amount, und such suspension shall upjdy separately 
to nny zone or portion nl such Lease legicgaleil foi computing govcriunent niyidly. 

4. Ainoui i t and Tenn of the Production Payment. Tlie Production Payment shall continue and 

remain in f u l l lorcc and c i l c i l tintU such time as thc (irantee shall have iceeived and realized, 
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out of tlio proceeds from the salt- of the Subject Hydrocarbons, free and clear of all development, 
operating, mining, produeing, heating, processing, liandling, storing, marketing, transporting anil other 

>st . id expenses of every kind whatsoever, the ful l aggregate sum of the following amounts: 

(a) The aggregate principal aiuount of loans, phis accrued interest and commitment fee, 
oulstni i ' 1 '•,<• on thc Proceeds Commencement Date under the Hank Credit Agreement, dated 
as of M Ii 1, 1971. as (hereafter amended .md i est ated as of November 1, 1977. among the 
Grantor, .he Fiist National Hank of Chicago and the other banks named there i ; (hereinafter 
called the "Primary Sum"); plus 

(I)) An amount computed at a rate per annum (on th.- basis of a 305 day yeai ) which shnll 
bc equal tn 10.7; of the corporate l i .se rat • on DO day cu.nmeici.il loans to its largest and most 
credit-Worth) iomineici.il borrower» in - ft. - * at The Fust N itiouu! Hank of Chicago Iio; , time to 
time plus W i , such rat.' to change mil n.ilically and IriiiU time to time effective as ol the date of 
each change 1 1 1 *«"'h ioipor . i te base rat i , loan and including the Proceeds (lornm. net ment Date 
on the unliquidated balance f i o m time to time of the Prmiui) Sum (th.- fust such computation to 
be made on the i>)s| day ui the month n \ t following the Proec'ds Comm •tccmciil Hate for the 
period from and induding, th. Proceeds Comment, .nut Date to and including the 20th day of 
t l ie month next billowing the Proceeds Com mom e-m nl Dad on tho amount of such unliquidated 
balance on thi- Proceeds Commencem- nl D..t< . ml subsequent computations to be made monthly 
on the first dav ol eac h Accounting Month f... th. p i . i t ding Ace.-unluig Month on the arnmuil 
o f smh unliqt.itk.ted balance on tbe fit -.( .lay of such pn-ceding Ac .Hinting Month) ; phis 

(c) An nn.oiini onal to tht ug-ju . !<• of all amounts which an paid b) thc Cuiutei to nm-
stnte or Jvilitic.rl suhd-vision Iht n of on account of ad valorem, transfer, mortgage, gross produc 
t ion, gioss I. ceipts, income, profits, severance, oc< up.ition, sales, use, ham hisc- ami other tuxrs and 
assessments of any kind wh.itsoevei, nu hiding penalln s and interest, imposed or liSSCSsud with 
respect In or measured b\ oi eharg.-I .igaiusl cu attributable to the Production Payment, the 
Sulnect l l )diocaib. . i i . or the proceed, thereof, tngelm i WTHI i-n iiniounl equal lo i u l t i . s t o n tht 
unliquidated amount theieol at tie i ite ol V?> pe- annum from the date of payment «f euch 
such amount by l l Ci.niter, provided, hnwo -. that (hi- Crantor shall have the rigTa" ut its 
expense lo contest anv sueh taxes or nsscssmei '•< iu good faith ou 1>. half of die Crantee. 

I T H I I N I ; THU INTI sn • cu n n C.'iuvmn A M I I I I I : C I I A N T I K I N E.vn i i.vc. INTO Tins CosrvKVANcr 

that t in (irantee shall be entitled to let'-ive aud realize out of the Subjeel Hvdrocarbons Ihc ful l 
aggrrgnh «um nf the amounts described in vuhpuuigrapLs (a) and ( b ) of this Paragraph 4. free and 
clear ol all cost-. ..ml exp. -e.-.s w i l h n peel to the Subject Interesls and the Subjeel Hydrocarbons 
( w h i c h i vp. n-.es and cosl> sh dl be hoinr> by the Oraiuol) and over and .those all taxes, exp. uses nnd 
costs of thi ch.ii.utei desuibed. specified o. referred to jn subparagraph (e) of this Parugi iph 4 

5. Terrninalioii nf Ihc Produclion Payment, When the fu l l aggregate sum of tht amounts 
specified in subp.irngi.iphx ( i i ) , ( b ) ami (c) of Paragraph -1 of this Conveyance (as increased ns 
expressly provided In the leni.s of this Conveyance) has been received b;, the Crantee, the Production 
Paymcnl shall forthwith terminate and all Interest t h ru m shall immediately revert to and become 
vested in Ihe Crantor to the same extent anil with the same l o n e am' eHuct as if this Conveyance 
had not b. rn made. The Crantee ngrees that, upon such termination, it shall execute or cause to 
bc executed, upon the request and at the expense of the Crantor, -uch instruments ns may lie 
necessary or appropriate to evidence the termination of Ihe Production Pavment. 

6. Application ul du- Proceeds nl Subjeel Hydro* uihons. For all pi iq i v of this Cam vey a nee, 
tbe proceeds of Subjett Hydrocarbons actually received by lhe Grantee prior to the close of business 
on 20th day of the mouth next fol lowing lhe Proceeds Commencement Date r.hall be deemed tn have 
been received and npphed immediately afl< r the opening, of business on the 21st day of such month 
nnd then after, smh proceeds uctuullv received bv the Crantee after lhe opening of business on the 
first day of each Account mg Mouth aud piior to the close of business on the lust dny of iuch Account-
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i ng Mon th shall bc deemed lo havo. been rccciVid .iiul applied iniincd' ; . t opening of 
business on llic fust day of lhe next succeeding AtvuuntiMj, M«- th: pr.r- , t i n t , i f any 
dale of applir.ition specified above sliall bc a S.ilmday Sun.'. \ .>• l-'ya" [»•'.>, ider th . law of 
the jurisdiction in which such proceeds aie a'c'uuliv i w i u i :) i• pre-ceds 'ha l l 
bc deemed lo have been received and applied on the ' t~t bus, • r e . ng such S.iluiday, 
Sunday or legal holiday iu such jurisdiction, hut *' e .. nut • I smh .. . i ' applied pursuant 
to subparagraph (a) of this Paragraph fi shall never iht • s- b. .ono: n-a i ! irbp n.igiaph t b) of 
Paragraph 1 of this Conveyance accrued up lo (but m oah, hug) su h 'iutuid.iy, Siiiniaj or legal 
hol iday. Such proceeds shall be deci in d to have been . d on the Ina day of each Accounting 
M o n t h ns follows: 

( a ) First, to the amount refe i ied io in suhp.itu*. . t h ) of Pai • '.raj li <\ of t h i . Conveyance 
accrued up to (but not including) lhe l l . . ' of -ueh application, am! 

( b ) S< i olid, »u lhe i'.iU'Uint rcfcired to v uhp ua graph ( c ) cf said PiirUgMpn 1. to the i \lcnt 
then usee.I.ni. ' ami 

( c ) ' Ihud, to t! > reductioi ••[ the utiliriuidaicd b.da" •'• of lhe Primaiy Sim., 

provided, however, lhat, iu lhe cvi nt such proceeds so npplh '1 On lb. first day of any Accounting 
M o i i i h shall be iiisnflii ii nl to n>u : lb . f u l l ioneiiet sp. eified in siihp'tragi uph (a) of this Pmugrnph 0, 
thc u u l i f j i i i i l , l i d li.danee of the Pr i i i i .o j Sum shall lu t lhwi th be ine r t . , . id (to the extern permitted 
by l a w ) b j an imiouii! ctjual to the amount of such deheieney. 

W i t h i n 10 days afti t thi dale of eaeh smh apphi at'on bv tin CiantCe of uny proceeds of Subject 
Hydrocarbons, lhe Cianti'e v. i l l furnish or cause lo be furnished to thi Cantor a v.i i t tcn statement 
showing the application ol sui-h proceid" in ao id. .» '- wi th the provisions of this I ' i.igruph fi 

7. Marketing lhe Subject I•>ilroeiiihons. The C i intoi . at its expense, shall luuihct, or cause to 
be inarl.eled, lhe Snbjt.c' H i drr<caih"os I ' " Ihe be.t price rcusiiiiidi'y avuil.dile w h i n marketed, and 
It shall not he iietess.uy |o: the Ciunte. to join m ims Salt s Cnutrucl.s (as hereinafter defined) oi any 
amendment tin u n i . la the m i nt the (haulm sh dl take any of t in Subjeel Hydro: arbotis foi ils own 
use, lhe Crantor shall p»j lo I lie C i a i i t i c , on or hi fme the hist day of tin- Accounting Month dining 
w l i i c h s m h taking, ociu: . , a price i ip ia l I " lhe fail maikct value al t in wellhead of thi- Subject 
Hydrocarbons so taken. 

8. *»ales Cuntinets, "ihc Cranio* v . i l l duly peth .dl obligations binding on it iiudi i all con
tracts m '. agreements for th. sale ol Subject Hydrocarbons . •. any portion thereof, w in t h u presently 
existing, i hetenfter i n t end into (a l l n th contr arts I agreements being lhe 'Sales Cont aus"), 
in accordance wilh tin I.n.is h i i . o l and wi l l take all ap|)iop:iate measures lo enloice thi* perlorm 
ance under each nf the Sales Contracts ol the obligations ol the pun lnser thereunder Al l Subject 
Hydrocarbons sold by the d u n l i n whether puisiiaul tn lhe terms of Ihe Sales Conducts or otherwise, 
shall be delivered by the Cranloi to the pun has. i> tin n oi into the pipeline s to w hich lhe w i lls 
p roduc ing sueh Subject I h dioeaihou'. in .v be connected oi to such other point of pun base as is 
reasonably repined in the marketing • I smh Subjeel Hydrocarbon.. 

0. Withholding ami l lesl i lutkm ef Proceeds of Subject Hydrocarbons. All obligations ol the 
Grantor lu rounder shall be subject t.. lhe applicabli po visions of the Natural (ias Act am) all appli
cable rub - and leimlatloiv. nl tin- F i i h i a l Power Cominission Hales pennitted under tin* N'aluial 
Cas Act a' d said inlci and regulations lo be paid bn g..s included in Subject l lydrorail ions shall be 
cont ro l l ing il varying bom prices establish, d in Sales Contracts oi if di lb rent from the fair mm k i t 
price at the wellhead, ' l ie Ciantur shall be entitled to use its n asoi ahli discretion iu making filings 
w i t h tbe I'cdeial I W v i ( oininission nfleeting Subj. el I[ydioeurhons If any proceeds of Subject 
Hydrocarbons shall he withheld lor nnv reason whatsoever, including, without limitation, withholding 
by thc Crntiloi pending final approval of rate increases filed wi th the I'cdeial Power Commission, 
t hu Grantee ' h i l l not 1" deemed to have received m n . i l i / t d such pi oceeds until, and only lo the 
extent that, such proceeds shall actually have been received by the Grantee. I I , ut nny lime licforc 
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or after receipt nf tlie fu l l aggregate sum >< cifi<-tl in subparagraphs ("a), ( l i ) and (c) nf Paragraph 
4 of this Conveyance, tlie Grantee sliall he coinp. Ihd, for any reason whatsoever, to make any pay
ment or restitution, or smh payment ur restitution sh dl he ..iade f m thc account of the Crantee, on 
account of auy proceed-, of Subject 1ly dicv.uhons, vvhi. '.. p n u v d s have . heady IH*CII applied pursuant 
to tho provisions of Paragraph C> of the. Conveyance, tlu unliquidated h dance of the Primary Sum 
shall forthwith he increased by tin- amount of the pieu.cdx so paid oe. i by or b>r thc account of 
thc Crantee plus the amount ol any paym-i .h m i l . ' lu oi in.posed against the Grantee in the nature 
of interest, damages an i pe nalties, provid. .1 however, that if at the lime of such payment or 
restitution the entile Pin iy Sum shall hav« be l i . | . ; ! ited. the I 'm i.iry Sum shall be deemed I M I 
to have b i n soliiiuid.il d and tbe uulieptid.it. d b.d. nee ol the Pi unary Sum shall be theieupn.i 
deemed lo be iu Ihe amount of lhe p i oceeds so paid over plus the amount ol any payments made by 
o r i m p o s e d against the ( i r a n t e e i n the i i a l U l i o l interest , dam. 'ges en . ' penalties, 

10. Prolcelimi lo Pu. chasers of Production. No person purchasing or taking or proce ssing any 
Subject Hydrocarbons shall bc ii-quircd to take notice- of, or keep informed as to. lhe discharge 
teniiiuatiou eif the Production Pay me nt until the actual receipt by smh person of written noL. 
advising such person of sm h di-si-barge or tern nation. 

11. I'aymcnl of Taxes. The Ciao'.oi wi l l lenel.-i and pay. oi cause to he paid, punctually, before 
they shall b »ine delinquent (oi its tei any the ie of which are being cool'sled in good faith, promptly 
af te i th . fin.il determination of sueh cnle l ) . all ad Valorem tave.s (oi t.,s. s imposed in lieu thereof) 
and all transfer, ni.ni ,. •,;«•, ea" s pu d .Hon . mining, severeriif, occupation, excise, sales, use, 
franchise income ami olhe i t . . \ i s and asscssineuls ol eve n 1 md and character whatsoever (othei 
than federal income luva • of lhe Grantee) iinperxcd en assessed wi th respect le) or me asured by or 
charge ' against or ultrih"|nhh> lo the- Suhjiet Interest.1-, the- Production Payment or tlie Subjeel 
Hydrocarbons, nr lhe' pieiieieb thereof, or against the Grantee by reason of its acquisition or owner-
ship e>l the Piutluclioii Piivm-'iil or o.- .inst any a<signee- of the- Ptoiluetie'ii Payment by reason of his 
or its inteiest as assign. , tog. ther wi th any inlen-sl or penally payable in connection therewith. 

12. Covenants of lhe Grantor. I ' n t i l such time as the Pioduction Payment has terminated ns 
provided in Paragraph > of tins Conveyance, tin- Ci.mtor w i l l , al its expense and regardless of who 
mav be the opi-rator eir ope latins ol the Subject l i i le i . -ts, i.iu.a : 

(a) The Subjeel Int. t . to be- maintained and developed anil continuously operateel for 
the production of Hy drocarbo.is iu a gooil on.I wori manlike m.iunci and in accordance with 
sound f.ehl praclict . nni all applic ible federal, state- and local laws, rule s and regulations (except 
those In in - contested in goenl 1 > ! h \ pro\idcel, however, if the Crantor in good faith ami ie 
conformity with sound field pi .u tiivx elects not to participate in any operation which is to be 
conducted under the terms eif an operating ago emoiit. unit operating agreement, contract for 
development ar similar iustrumi nl e nte red into by lhe Cranloi or its predecessors in t i l le per
taining lo the- developuifiil and operation of any Subject Interest (or uny portion thereof) anil 
which allows any conseiiling p uts or parties lo conduct uonconse-iit operations, then, during the 
pe riod or pe riods in which the consenting party eir parties are e ntitled to receive Subject Hydro 
cal boils attributable to smh Subjeel lute-rest (or portion tin n eif) by the- te-nns of such instrument 
pending the ieconpiu«-iil or icccipi of the- sums .Icti-rniiuii l the r. under, lhe Crante e- shall not be 
entitled to rcieivi or be deemed : have- received (but only d in ing such period or periods) pro
ceeds Iremi Subj.it I Is (hoe arbons attributable to such Subject Inteiest (or portion thereof) to tho 
exlenl alh-etccl lh"ieby. 

(b All rental., loyalliiw, and all liabilities nf any kind or iiHlure, including, without 
limitation, all liabilities lor labor, male rial supplies and equipme nt incurred in, or arising from, 
the administration, oper.ation or dcvelopine-iil ol, en the- gathe ring, producing, treating, processing, 
storing, marl.cling e.r traospoil ing of, the Suliji- t IIydroc.ubous, lo be- paid punctually when 
due-, or, n« tei any thereof which an- being contested in gooel Iiuth, piomptly after the- final 
dcterniina. >n of such contest. 
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(c) All machinery, equipment and facilities of any kind now or hereafter located on the 
Subject Inteiest: and necessary or useful iu the operation thereof for the production of Hydro 
carbons (hcicfioiu to be provided and lo he kept in good and cflcctivc operating condition and 
all repairs, renewals, replacements, additions and improvements thereof or thereto needed foi 
such purpose to be did) made or provided. 

(d) All iniessar) nnd piopci slips lo be taken diligently lo protect nnd defend th' Subject 
Interests, the: Subjeel Iisditu.arbuns and the proceeds thereof against nny adverse claim or 
demand, including, without hmit. ' lion, the e niplo. n>< ul oi use ul counsel for tbe prosecution 
or delciise ol litigation and the contest, settlement, red ase or ehsch.uge ol any such claim or 
demand. 

(e) Written until e lo be give I lo ihe (hantec eif i i ry adverse claim or demand made 
l>) any pel sou (including aie. government in gi'M hiiu**ntal ag. m y l alici l in \ the Subjeel Interests, 
the Subj'ct I lyihocaihie.s IM the pioieods |h; reel in any m enu i whatsoever, oi ol any proceeding 
instituted with respect t h e n ' ' ' 

( f ) l i n interest ol the (.1.1. I " i in each ol tin Subjiei Interests to be kepi f i c i - ac l clear 
of lieus, charges . ed cncumhivnc- of e ve iy i-har-ie-ler. « Mn i than those wid th ale of a character 
custom.:iily found in ceuincciioii with ixiuqj.ir.iblc d r i l ! : . and producing operations and whieh 
do not materia!])' adversely aficci lhe opeiation of the Subject lnlere- ' . and other than those 
bccXMiiilig effective only . . f t ' i Vnuiti . i t ioii ol the Pro.h:clin.i Pay im nt is provided iu I'aiag.aph ."5 
of this Con-, i , anc* • 

(g) Subject lo lhe provisions ol Pnr.tgtaph l u ol this Qmv i-y anc<- all Leases included in 
or relating iu the inleic.st.s de , ribetl or n fi ired lo iu 1'xhihit A and uiuli i whieh the Gr.mloi is 
lessee, suhdi's,ec, or assigne e to hi maiiilaiiu .1 iu l u l l fm' 'e and effect w ithout amendment, 
modification m waivcl ol any provision ol any smh Lease which might materially adversely 
aflcct the right, of the Grantee main th. Cumey a l i o . 

Anything cunt;lined iu this Paragraph 12 to the cont'aiy notwithstanding, lhe Grantor shall not 
be obligated In pi i fo im rnidi rial Ings ("•rfo.'niahlc only b; lhe operanu and w hich aie beyond tin 
control of the Ciantor. wi th i i -pet I In i l iv idui l Subjec t Interests of which it is not the operator. 
I n such case, ho • r, the- Cl.'ilitor wi l l ..se its best eiioits to seeuie the performance of uny such 
undertakings. 

13. Access to the Subjeel Interests. 'Hie Cranio: shall )n i m i l .my one m more representatives 
designated by Ih' Crunlco to male any inspection of the Suhji • t lul l rests at any reasonable time as 
tbe Grantee may re.isou.ibl) request. In addition the Ci . in lo i .shall furnish tu the Cluiltcc smh 
detailed information as th.- Giantcc may i> a miably rc«ptes| in wri t ing ronevrning lhe Subjec t 
Interests, llic opeiation ihcuof and lie- production .md sale of lhe- Subjeel l lydtocnrl -ux. 

14. Pooling and Unitization. Anything heu-in to tin coutiary notwithstanding. Ihe G a u t o i may. 
wi thou t the (Xniseiil uf lhe Grantee, pool, combine, eomniuniti/c or unitize any Sub) - I Inleu a 
(o r any pudinn i h - n o l ; Irom tune lo lime wilh other leasehold, mineral or other interests lo fonu 
noils w hen, in lhe judgment ol tin Grantor, it i-. necessary or adv isable lo do so in ordei - I..-dilate 
the orde rly development oi opeiation (including u pressurim. pressure maintenance, eye ling, watei 
flood and sreondaiy rcttivery Operation'.) nf any Sub)ict I n t r u s t (or any portion thereof). I ' tuih 
w i l h , after the (urination of any unit, the- Ciaulot shall furnish to the Grantee a true cx'py ol ll 
pool ing agreement, unit designation or any other iiistnmieut creating sneb un i l , together with, 
upon request ol the Crantee-, any opeiating agree incut relating then in. l he interest in any such 
uni t accruing ni attributable to any Suhjci | Interest (nr any portion thereof) included therein 
shall be- subject to the Produclion Payment iu the same mauiiei and with the same efleet as though 
such unil were in existence on lhe Effective Duic. The- sign ilure or joinder oi the Granti . hall 

ot be necessary (o the instruments evidencing the pooling .. .id unitization herein authorized. 



15. Default .)>• the Grantor and the Remedies of the Grantee. Should tho Crantor default > 
tho performance :>i ubviAance of any covenant or agreement provid'-d in this Conveyance to lie 
performed or observed hy the Crantor, and should such default continue unremedied for 30 days 
(or for sueh longer period as may be necessary to complete performance diligently commenced 
within 30 days) hum the delivery lo the Crantor of written notice of such default, thc Crantee 
may, in addition tn pursuing any or all other remedies available at law or in equity; 

(a) Effect performance or observance of sueh covenant or agreement on behalf of and 
at the expense ol the Granior, in which event the Grantee may expend funits reasonably li.ee-
cssuiy to el! eet smh puipo.es and shall be entitled to reimbursement I hereto i from the Crantor, 
tog 'ther with interest oi: su. h amounts at lhe rale of 7 rc per annum from the date of such 
expenditiue In the date of icimburscment 

(b) Upon written uotiu to the Grantor, succeed lo all rights of lhe Crantor with respect 
to the possession, opeiation i.nd development of the Subjeel Interest!, end may use in connec
tion therewith nil of the appuitenanl properly, both real and personal, situated upon or used 
or held for future use in connection ihen with, or in connection with the pioduction, storing, 
transporting oi sale o| lb< Subject llydioe.ub.'ms. and lhe Crantee shall have lhe right, on behalf 
of and for the account of the (Crantor, lo sell lhe Subjec t Hydrocarbon, and the Grantor shall, 
upon demand, reimbir.se the Gianlee for all amounts so expended by the Giantcc, together 
Willi interest ou such umnti'its at the rate of 7'.<e per annum from die date ol such expenditure 
to the dale of rcimbursenvnl. 

(c) Apply to a com I nf equity for the specific performance or ob.erv.ince of h covenant 
or in aid ul lhe execution uf .my power h' rein granted nnd foi the appointment ul . receiver of 
the Subje ct ln'crcsls and the Subjiit Hydro--at bons. 

1(1. Exercise and Tcniiiu. lien of ihc Remedies of lhe Grantee. All rights and icmedies granted 
by the provisions of Paragraph ol ihis Conveyance and otherwise belonging lo the Grantee shall bc 
cumulative and no exercise ol any right or reimdy shall pn elude the exercise of any other right or 
remedy. Any right in remedy may be exercised ou one or moie occasions without exhaustion thereof. 
Al l rights and remedies shall tei ruinate: 

(a) When the Production Payment is discharged and all amounts then due and payable 
to the Grantee pursuant to (he tcrnis of Paragraph l"i of this Conveyance (including, amounts 
payable fm interest) shall base been paid in full, or 

(b) / t any eailiei lime when all defaults of lhe Grantor shal' have heen remedied and nil 
such amounts shall have been duly paid in full, without ph judife, l r . vet, to the exercise of nny 
rights nnd remedies i•onioned i.pon the Grantee noon any suhscqui .' Inilurc of the Grantor lo 
perform or observe any of lhe covenants or agieements herein provided to be- performed or 
observed by lhe Grantor, 

17. Reports lo the Grantee. While lhe Production Payment remains in force and effect, the 
Grantor will, at its expense-, furnish to the Grantee within 45 days after the cm of eaeh calendar 
month, n report showing for such calendar month (i) the quantity of Subject Hydrocarbons produced 
and sold or taken by the Granloi Ioi its use aud ( i i j tbe gross proceeds received from the sale, or 
attributable tu sueh taking, ol such Subject Hydrucurlmiis. 

18. Warranty of Title. Tin- Gianlor covenants nnd warrants that at lhe- lime of the execution 
unci delivery ol this Conveyance-, the Grantor has good and marketable title lo the- Subject I nicies ts, 
subjee l only to such exceptions, charges, liens or encumbrances, il uny, as are sci forth or referred to 
in Exhibit A; that lhe Cranio) has Ihc power and right lo create and eonfci upon the Grantee thc 



rights of thc Granti e granted hy tht terms of this Comcyar.ee; and that there a c u, suits or niotvt d-
ings pe nding or, tu the Knowledge of thc Crantor, IhrcaUncd, against or aiTecting the suhject Inteiests 
before any cowl or hy or before any governmental commission, bureau or am icgtilu'oiv anlhoritv 
w h i c h if decided adversely to the inteiests of the Ci.mtnr shall materially affect the rights of the 
Grantee pursuant tu this Conveyance. 'J'he Crantor hereby binds fa'tjf, its successors and assigns, to 
warrant and defi nd fo'ovcr tb. lights under tins Convey.mci of the Crau'ee, its sneeessois anti 
assign , agaiiei the lass In) claims ami demands nf every person v h o shall claim the same or any 
part thereol. and the Crautoi w i l l indemnify and hold tin Crantee harmless iig.iinsl aud f rom all 
loss stolon d h> the Crantee n .ul t i . ig f iom .my failure o! o- defect in the (Irantors title lo the 

S u b j . . ' Inteiests uinl the product it ' I ly ihuc i i Ivons ,e. warranted as aforesaid The covenant.-, and 
Warranties of this lvi , igi , ,ph IS sh i l l jtirvj.ee tin dis' h„i:ge of ibi Pioduc'ion Pavment 

1!). T.nnsfer nf lb;- Subject Interests. Except for the conveyance ol piodnetiou pa\nienl> 
becoming eflcctive only al'a r ( r j initiation ol the Pioduction Payim nt as provided, in Paiagraph 5 of 
this ConVeyauei, pi for to smh I', rr. i in.|t ion the C i . 'or shall not, without 'he w i i t t . n consent of thc 
( i i ant ' : , male er pi rmil any Mil i i nm i . abandonm. - • .de, convi s am e, assigunn i i . lease or sub!' ase 
in whole or in p ul of .mv uf tin Su! . t Ipti rt >l , provided, hnwt vi r, thai th'* (• iilnr shall have the 
r ight to sun end- i abandon or i ••' wis. t i in im. i l (cither vohnit.uily or involr.utarily) am of the 
Subject Interest' (in ate. portion o f ) when thiie is no well located thereon which :s cap ibi of 

p roduc ing Ilydiotaiho v in pay-h. .• 'aiilitiix and when the Gr.uitor has nnsonahtv determined that 
( i ) no c.visring well may be recouiplcled ihenoii as a Well capable of producing Hydrocarbons in 
pay ing quantities • ii • no additional well could be drilled ami completed therton which would In
capable of producing llyehooaihoie., ovtr ami above lhe cost of dri l l ing ami completing same, in 
pay ing quantities, and i i i i ! no pn >ane rn.iiiilen.mcc oi secondary recovery operations may be 
ins t i tu ted with li sj.-1 ! to any vv< II tie. icon which would cause sm h well to be capable of pro hieing 
l lydrocer l io i is , over and :'IM»VI lhe «• .si of iu.xlitniim: aud comph ting, such pressure m lintcnancc Oi 
secoud.iry lecov.ij operation, in paying tpiaiitit'i . l'or the pu-; -srs of tins Paragraph 19, »he 
vvouLs " i n paying quantities' .c applied at any tone to the prod oip.duhly i.f any w i l l shall 

mean that, in '.he l.ight ol conditu.u. existing ..' the time of det. num..linn nml which icasonahly 
appt-ai to be not ti mpoiaiy. such vv< II is piudming m is or wi l l be capable "! producing Subjeel 
11ychoc urhtjus who-.- aggrt :;at" v..ha- exceeds or will e x c t d lb. Crantoi's sh.ut (as the owner of 
the Subject Inteiest mi which such well is localed) of the direct cos! of operating such well . 

I n each c c wla re ihe p i c . . ' h u g paragraph of tliis Par.tgia.ph Pl pi unit- the Cranio] to .sur
render, abandon " i uthtiwivi I . I - ..... |,> „n<. o| the Subject Inter.-.l« (oi .uu portion thi roof), then 
( a ) nny of llu Su! n tt Inteicsls t m any portion lin n o f ) which an so surrtntleied, ibandcjued oi ter-
m i n a t c d shall untiii siirreiidei, abaiiiloumcnt oi teimuiatiOu ceasi to la a S u l i j i t ' l i .d ic>t ami (b^ the 
Gruntor , in lieu ol snrrnidciing abandoning ui lenninaling any ol l lu Subjeel Inti lesls Jor any poi l ion 
t h e r e o f ) , may sell assign, subhast, fa i inoi i l Ol couvty the same l i t i anil t h ai ol lhe Production Pay
ment xvilhoul th. lens.-iit ol the Giantcc, .md l i , . ( . i an tee shall not hav. the right to any proceeds 
f r o m such sale, assumim ut, st.hh use, l.;imont m conveyance; piovided, however, that anv intcic-xl 
in any such Subjeel liilcresl (-.; any poition then >! . which may In excepted from such sale, assign
ment , sublease, fm ne nil in e-onv. . .inc.- ami n tun. .1 by thc ( i rai i tm shall not be icleased thereby Irom 
t l ie P i i id i i t lion Payment. 

20. Exception to Payments, The acccpl.rice by the Crantee ,e.y payment hen undei shall 
not preclude lb' ' (iianlee Irom I.iking exceptiou lo the . 'rrectness of (he amount (hereof- |)tt>vitl<-d, 
hoxvever, lhat any such exception iiu'sl be specific 1 b; tbe Grantee in a notice given to tin Cianlor 
w i t h i n 12 months all. r the date sueh pay incut is in.itl . 

21 . Transfer uf the Production Payment. Nothing contained in lliis Conveyance sliall hi con
strued tn limit or lesliic! m any v ay the ri;'.ht ol the (iran'ee to "t i l . convey, assign or mortgage the 
Production Puyai'iit, in whole oi in pai l . 



22. nights of Mortgagee or Trustee If tlie Grantee sliall at any time execute a mortgage or 
deed of trust m m i n g all oi part of tlie Production Payment, the mortgagee or trustee therein named 
or the holder uf any obligation sccun cl thereby shall oe entitled, to Ihe extent sueh. mortgage or 
deed of trust so provides, lo exercise all of the rights, remedies, powers and privileges conferred 
upon lhe Grantee hy the It ims of this Conveyance and to give or withhold all consents required to 
!>e obta in-d hereunder by the C r m t n i , but tin provisions ol this I'a i a graph 22 shall iu no way be 
deemed or eomtiued to impose upon the Granior any obligation oi liability undertaken by thc 
Grantee under sueh nioitgagi oi d u d ol t in t or under the obligation secured thereby. 

23. Notices. Any notice request demand, repo'1 oi o t lu - insliument which may be required 
or p c n n i t t i -\ to be given oi furnished to or served upon cilh- r party heietu or other person succeeding 
to any int i o 1 of either puts hereto s l id ! be deemed suflicicntly g iv in oi furnished and served if in 
w r i t i n g and delivered lo smh part) or person ni to ,,n o f f i c i i o! such pot)- or person or deposited 
in the l. ' liiled Slate, mail in a sealed envelope, registe'ed, wi th postage prepaid, addressed if to the 
Gran tor to Pcnivoil Place, IM) . po* Houslon, Texas, and if to the Grantee to Pennzoil Place. 
P.O. Uox i7. Houston, lc s. s. oi lo such othei addn - . as the party or pcisnn to be addressed shall 
have1 dcsigualitl by written notice to the part) or pet jon giving such notice or furnishing such 
report nr making such it-quest or demand. 

24. I'urther Assurance s. So long as primitlecl by applicable lav. so to do. the Granior w i l l 
execute aud delivei all su- ii other and additional instruIm nts, notices, reli ..ses, acquittances and othei 
docutuciits, and will •' • ai uch otlu : ails and thinys, as niav be nice s.iry more ful l ) ' to a1 •aire to 
th«" Grnnlce all the righ's a ul inti n M ^ licit iu ami hereby granted or intended so lo be. 

25. Binding Pffcct. \U Ihe coven.mis and agieements of ihe C i . utoi comaim-d iu this Con
veyance shall be deemed io be covin.mis riinu.ng wi lh the land ami shall be binding upon all 
sueivssois iu inteiest to, am' all assigns ol, the Grantor niul shall iuuie to the benefit of ali successors 
i u interest In und all . • o l , lb . Crnn'co. Ihc provi-n'ous ol this Convry.mor shal! inure to the 
benefit ol and h hiinhi > ; >:i tbe n specl.iv• Miect-s-soi- and assigns oi the Granloi in.cl die Giantcc 
f r o m am! .ifter acceptance .<\ tin (irantee. Al l reicioiKCs herein to t idier the (iranlor or lhe Grantee 
shall include their icsp oe sucn sm and assigns. 

26. Kelease or Paihiri of Ti t le . No rchase by llic Grantee of .mv p.ul ol the Subject Interest* 
f r o m lhe Production Payment, and no loss oi faikiie of l i i ! - t" any p ut of the Subjci I Interest*., shall 
have the ellei i >! reducing the amount of the proceeds Irom the sal. of production of Hydrocarbons 
out of which the Prodmtion Payment is disch.iig'-abh or reducing the amount of the Production 
Payment or creilin .mv oflscl oi other prtjudict hi the Pioduction Payment, and the Production 
Payment shall ru in I.,11 foiee and effeel as to llu rcuiaindci of the Subject Interest until the 
f u l l amount nl lhe I loihicl.on Pnynu nt has bet u received by the (irantee ns herein provided. 

27. f inal Termination. \olvv ill .-landing the othei piovisions heieol, the Pioduction Payment 
shall , i n any evtnt, tei ni 1 day pi iu i to 'he expiration ol 21 years after the death of thc survivor 
of all thc descendants ol . ••udorc P.oosevelt, laic Piesidenl of thc United States, who are livmg on 
thc date hen of. 

2H. Headings. Puingiuph heading! used in this Conveyance aie for convenience only and shall 
not affect the constitution of ll i is Conveyance. 

I N NVITNI ss Win-in o i , this Itesiutcd Instrument of Conveynnce induction Payment amends 
and restates lhe Instrument of Conveyance ol Produclion Payment tinted ns of March 1, 1974, as 
heretofore amended and • stated, and the pai lies have cm-1 •' is Ht staled Instrument of O - '-vance 
of Production 1'uymciit to be duly executed in the presence . undersigned witnesses on i i . dates 
of tbe i i resjH-elive acknowledgments ai unwed hcielo, in several cuniilcrpart.s, each of which is an 
or ig ina l and all of which un- identical. Kach oi such counterparts shall for al ' p m p i " -s be deemed 
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to bt- an original, and all such counterparts together shall constitute but one and the same Instrument. 
Thc date of this Instnunent shall ba deemed for all purposes to be the date first above written. 

Witnesses: PF.NNZon. LOUISIANA ANU TI:XAS ChTsnoiiK, INC. 

JuC^Acf/^\ By ^ A ^ / d ^ ^ r ^ ^ 
/ // / Vice President 

ATTEST: 

Sa rd'(.*]/ 

[Ck>nrorATF. SVAI ] 

Witnesses: 

Pr.\-N7.oii. COM 

ATTEST: 

Secretary 

f ConponATt; SRAL] 
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Tire STATE OK TEXAS 

COUNTY OK HAIUUS 

RE I T RESIEMIU mm flint I , the undersigned, a Notary Public iuly qualified, sworn nnd acting 
in nnd for the County and Slate aforesaid, herein certify that, on i l • l s l day of November, 1977: 

Before me appeared \V. Ib Wn.M.nsov, to mc- personally kne.vn, who, being by me did) swom, 
d i d say tli.it be is Vice President of PENNZOIL I .OVISIANA ASH TEXAS OFFSIKMK, INC. , a Delaware 

corporation, and that the seal affixed to lhe toicgoing instrument is the coqior.tle seal of said corpora
tion and that the in imueiit was signed and sealed in behall ot the coiporation by authority o f its 
Hoard of Directors and that W . P». W n i.rjisox acl now lodged the instrument lo he the free act and 
deed oi the corporation. 

Itefule me appealed 11 snout. E. Souion, to me personally known, who, being by mc duly sworn, did 
say that hc is a Croup V ice President of P r w / n u . C O M I - A S Y , a Delaware corporation, and that the 
seal affixed lo lhe foregoing insti uuienl is the corporate seal of said corporation and that the 
instrument was signed and sealed in behalf of thc corporation by authority of i's Hoard of Directors 
and that HAJIOIJI E. Sonron acknowledged the instrument to be the free act and deed of the 
corporation. 

Refore me on this day peisen.dly appeared \V. H. W ' U . K I r v ; \ ' . known to r ie to be the person 
whose name is subset i b i d to the foregoing instrument and known to me to be a Vice President of 
PRN.V/CH. 1X)UIMA\A A M I TEXAS O I I SIIO.IE, INC.. a Delaware corpoi ation, ami acknowledged to inc 

that he executed said instrument for the purposes and consideration therein expressed; and as the net 
and deed of said corporation. 

Before ine on this day pe rsonalis appeared ITAIU u.n F.. Sonron. known to me to be the person whose 
name is suhsciibed to the fore going iie-tiunienl and known to me to be a Cioup \ * i c President of 
PENNZOIL COMPANY, .1 Delaware coiporation. and acknowledged to me that he executed said instru
nient fm the purposes and consideration therein expressed, and as the act and deed ot said corporation. 

I N WITNESS WIIEU-EOK, I base hireuntn se' my hand and official notarial seal, in t h i City ot 
Houslon, County of Harris, State of Texas, this 1st day of N'o* embe r, 1977. 

£i*. tX&M'^x&C 
Nota:y Public in ••id for lhuri.s Coin ty, Texns 

My Commission Expires^,'«» Jt•.'•,/p.} % 

ROr.CLLE ASH. OPTH 
Notary I 'n t ' . in nral tor Uao." '.o i 'tv, r r*os 

My Coiniiir, •"• na Exiiin s Jure: j>u, IV/o 
Ponded by A!i »ji-t« i Lovctl. Uwycrs Suicij Corp. 
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E X H I B I T A 
T O 

C O N V E Y A N C E O F P R O D U C T I O N P A Y M E N T 

BLM or Stnte 
Ixnve No. 

OCS-G2839 

OCS-C2224 

OCS-(,2225 

OCS-C32S4 

OCS-G2228 

OCS-C2S50 

OCS-C2559 

OCS-C2S59 

OCS-G25G0 

OCS-G25S2 

OCS-G2SS3 

OCS-C25S7 

OCS-G2884 

OCS-G2SS5 

OCS-G2900 

OCS-G3156 

Effective 
Dale Description 

(A l l Ectlernl lenses are as shown on Official 
Outer Continental Shelf Leasing Maps) 

12-1-7-1 Al l of Block 352, West Cam. ron Area, 
Wesl Addition. OCS Ollicial Leasing Map. 
Louisiana Map No. IA 

2-1-73 Block 532 West Cameron Area. South Addition 
Official Leasing Map, Louisiana Map No. I B 

2-1-73 Block 533 West Cameron Area, Soulh Addit ion, 
Official Leasing Map, Louisiana Map No. I B 

8-1-75 Al l of Black 563, West Cameron Area South 
Additit-.i , as shown on OCS Official Leasing 
Map. Louis::.na Map N'o. I B 

1-1-73 Bloek 59(1 West Ca aeron Area, South Addition. 
Official Leasing Map. Louisiana Map No. I B 

12-1-7-1 All of Block 6119. West Cameron Area. 
South Addit ion, OCS Official Leasing Map, 
Louisiana Map No. I B 

5-1-74 All of Block 617 West Cameron A n a — 
Soulh Addition, Official Leasing Map, 
Louisiana Map No. I B 

12-1-7-1 All of Block 23G, East Cameron Area, 
South Addition, OCS Official Leasing Map. 
Louisiana M No. 2A 

12-1-74 Al l of Block 23.. east Cameron Area. 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 2A 

12-1-74 Al l of Ihoek 125. Somn Marsh Island Ao a, 
Soulh Addition, OCS Official Leasing Map, 
Louisiana Map No. 3C 

12-1-74 Al l of Bloek 127. South Marsh Island Area, 
South Addition. OGS off icial Leasing Map, 
Louisiana Map No. 3C 

Al l of Block 12S South Marsh Island Area. 5-1-74 

12-1-74 

12-1-71 

12-1 74 

7-1-71 

'P. 

Area, 
•asinj-

South Addition, Official Le -
Louisiana Map No. 3C 

A l l of Bloek 129, South Mar 
South Addition. OCS O I I I L . . . 
Louisi.mt Map No. 3C 

All of Block 141. South Marsh Maud Area, 
South Addition, OCS Ollicial Leasing 
IiOuisiana Map N'o. 3C 

Al l ol Block 261. Eugene Island Ar.-. , :JCS 
Official Leasing Map, Louisiana 'dap is'o. 

A l l of Bloek 202, Eugene Island Area, 
as shown on OCS Official Leasing Nl y , 
Louisiana Map No, 4 . 

Map 

ap, 

Crnntors 
Undivided 
PercenlaRe 

IntereU 

25.00':; 

2(i.67r; 

26.67% 

25.110% 

24.25256*,; 

6.66667rr 

6.66"'7'! 

16.66067'.7 

18.1%667% 

6.6w:,r/f. 

6.66667'/' 

6.66667' 

6.66667% 

6.66667'.; 

16.600677., 

16.66667% 



EXHIBIT A 
TO 

CONVEYANCE O F PRODUCTION P A Y M E N T (Continued) 

B L M or Stale 
LcoicNu. 

OCS-G2G07 

OCS-G23i7 

OCS-G2177 

Effective 
Pate 

b-1-74 

2-1-73 

11-1-72 

State Lease No. (1310 3-13-7-1 

OCS-C2155 10-1-72 

OCS-G3133 7-1-75 

OCS-G3195 

OCS-G2')i7 

OCS-G2193 

OCS-G3202 

7-1-75 

12-1-74 

.0-1-72 

7-i 75 

Description 

A l l of Bloel: 312 Eugene Island Area, South 
Addition, Official Lea dug lap Louisiana 
Map No. 4 \ 

Bloel 333 Eugene Island Area, South Addition, 
Ollicial Leasing Map, Louisiana Map No. 4A 

A l l of Block 49 South Pa .s Area 
as shown on official 'easing map, 
Louisiana .dap No. U 

Tract 1301S, being those portions uf Blocks 57 
nnd 5N, South Pass Area, Plaejucmiues Parish, 
Louisiana, belonging to the State i ! Lorn-tana 
m d no: under mineral lease on Match I . 1974 
nnd being more particularly described in Ex
hibit A to Assignment recorded in O.O.B. No. 
406, Fulio465, Hccords of Plaquemines Parish, 
Louisiana 

Block 78, that portion whieh is more than 3 
geographical miles seaward from the line 
described in paragraph 1 of the Supplemental 
Decree of the U.S. Sup.une Court entered 
DcCCinbei 13, 1905 iu the U.S. v. Louisiana 
No. 0 "riginal (3S2 U.S. 2S8), South Pass 
Area, South and East Addit ion, as shown on 
official leasing map, Louisiana Map No. 9A 

SVi of Block 59, Main Pass Area, that portion 
located in Zone 2 as that /one was defined in 
the agreement between the United Stales and 
the State cf Louisiana. October 12, 1956 and 
landward f r the Third Si pplerncntnl Decree 
Line (401 U.S. 3SS (December 20, 1971)). 
OCS Off ic iJ leasing Map, Louisiana Map 
No. 10 

Block 72, Main Puss Area, thar portion located 
more than one fool seaward of tbe Third 
Supplemental Decree Line (404 U.S. 388 
(December 20. 1971)), OCS Official Leasing 
Map, Louisiana Map No. 10 

A l l of Bloel: 73, Main Pass Area, OCS Official 
Leasing Map, Louisiana Map No. 10. That 
, ortion local-d more than one fool seaward 
of the Third Supplemental Decree Line (-101 
U.S. 3SS (December 20, 1977)) 

Al l of Block I U) Main Pass Area as shown on 
official leasing map. Louisiana Map No. 10 

A l l of Block 947. Ewing Bank Area, as shown on 
OCS Offidal Protraction Diagram NII-15-J2 

Crantor'* 
Undivided 
PcrccnlnRC 

In ..-rest 

20.660677" 

20.677c 

10.00% 

.00% 

15.00% 

25.007-

21.00% 

21.007b 

10.00% 

21.00% 
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BI.M or Slate 
!.r.i«.c No. 

OCS C3203 

OCS-G320G 

OCS-G235S 

OCS-C23GG 

OCS-G2372 

OCS-C2373 

OCS-03113 

OCS-C2377 

OCS-C237S 

OCS-C23S3 

OCS-G2701 

OCS-G2704 

OCS-G2779 

OCS-G2705 

OCS-G2706 

OCS-G23S4 

EXHIBIT A 
TO 

CONVEYANCE OF PHODUCTION PAYMENT (Continue. 

Effective 
Hair Dcuription 

7-1-75 All ol HU !. '.103. Kwing II ink Area, .is slum n on 
()C:s Official I'rotr.Ktiun Diagram NH-15-12 

7- 1-75 All o* Block NWiFBs, Mobile South No 2. 
us shown ou ( ' OHioi d Leash it'. Map 
Nil-10-10 (Also ki , .is Block ftl. Mississippi 
Canyon Arret, .is s • n on OCS O/iicial l*ro-
trncti - I I Diag:ain .' !(i-l(l 

8- 1-73 All of Block A-442, High Island Area. South 
Addition. Official Leasing Man, Texas Man 
No. 7B 

8-1-73 All ol Block A--I74, Hiv.h Island Ana. Soulh 
Addition. Official Leasing Map, Texas Map 
No. 7B 

8-1-73 All of Block A--1S'). High Island A i.a, Soulh 
Addition. Official Lc.tsinn Man, i < x.is Man 
No. 7B 

8-1-73 AH ol Block A-49G. High Island Are., Scroti! 
Addition. Offidal Leasing Map, ''exas Map 
No. 7B 1 

4-.V-75 All of Block A-409. i l „ Island Ana, South 
Acidite is shown on OCS Ollicial Leasing 
Map, 11 A • Map No. 711 

8-1-73 All of Block A-510 High Island Area, South 
Addition. Ollicial Leasing Map, Texas Man 
No. 7B 1 

8-1-73 All of Block A-520, High Island Area. South 
Addition. Official Leasing Man, Texas Man 
No. 7B .. 

8-1-73 All of Bind. A-535. High Island Area, South 
Addition. Official Lcusii.g Map, Texas Man 
No. 7B . . . . . . . . . 

7-1-74 All of Bloek A MO, High Island Area-South 
Addition, OCS Official Leasing lap, Texas 
Map No. 7B 

7-1-74 All of Block A-515. High Island Are; -South 
Addition. OCS Ollicial Leasing Map Texas 
Map No. 7B 

10-1-74 All of Block A-510. High Island An-a. L*.'.th 
Addition. OCS Official Leasing Map, Tt\V5 
Map No. 7B 

7-1-74 All of BUI; A-547, High Island-Soutn Addi
tion, OCS Ollicial Leasing Map. Texas Man 
No. 7B . . . . . . 

7-1-74 All of Block A-548. High Island Area - South 
Addition, OCS Official Leasing Man, Texas 
Map No. 7B 

81-73 All of Bloek A-555. High Island Area, Soulh 
Addition. Official Leasing Map, Texas Man 
No. 7E .. 

- 1 4 -

Grantor's 
Undivi.lc-cl 
FrneniaRc 

InlrrrU 

21.00' ( 

lo.oo'; 

15.00% 

12.00% 

1500% 

10.00',; 

16.40% 

16.43835% 

12.00% 

13.33333'; 

15.00% 

10.00% 

14.00% 

14.00% 

14.00% 

11.50% 



EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (ConlinuccI) 

BLM or Sl.it.-
Ixn.c No. 

OCS-G2713 

OCS-C238S 

OCSC23R9 

OCS-G23UO 

OCS-G271S 

OCS-G271y 

OCS-C2397 

OCS-C239S 

OCS C2399 

OCS-C 24 03 

OCS C3314 

OCS-C2409 

OCS-C2411 

OCS-G2737 

OCS-C2413 

OCS-C2414 

1 .«llv* 
D u l l 

7- 1-74 

8- 1-73 

8-1-73 

b-1-73 

7-1-74 

7- 1-74 

8- 1-73 

8-1-73 

8-1-73 

8-1-73 

4-1-70 

8-1-73 

8-1-73 

7 ! "1 

8-1-73 

8-1-73 

Description 

A l l ol Block A-562. High W i n d Arra South 
Addition, OCS Ollicial Leasing Map, Texas 
Map No. 711 

A l l ol Block A-563, High h i . , ,d An a, South 
Addition. Ollicial Leasing M . p, Texas ! aj* 
No. 7U 

All of I'-lnck A-561, High Island An •. 
Stuiili Atltk- i . (Ilia ial I .casing Map, 
Texas Ma] 711 

A l l of Block O.Higli ' '.o.d A n a. 
Sotilli Add a. < lllici.ii I a s i n g M ip, 
Tt v .s Map Nu. TII 

A l l of Block A "75 Higli Island An a -
South Addition. ( K M illictal la •using 
Map. Texas Map N'o, 711 

A l l of Block A 5S2 I L •:, Island Vrca -
South Addition. OC> \.'fficiaJ l."a-.ing 
Map, Texas Map No. 7B 

A l l of Block A-272.High island Area, 
East Addition, South I A O ' U M O U . Ollicial 
Leasing Map. i . • i> Map No. 7C 

A l l ol Block A-2" l l i . ' h Island A . , a. 
East Atldil io. i , Soul • Extension. Ollicial 
Leasing Map, l ev I* Map No. 7C 

AM of Bind \ 27-1, High Island A n a, 
East Addition, South Extension. Olfit i d 
Leasing Map, Texas Map No. 7C 

A l l of Block A-27U,lligh Island Are... 
East Addition, Sotilli Extension. Oihciid 
Leasing Map, Texa:, Map No. 7C 

A l l of Block A-2SS, High Island Area, 
East Addition, South Extension, as 
shoxvn On OCS Ollicial Leasing Map, 
Texas Map No. 7C 

Al l of Biock A-312, High Island An 
Easi Addition, South Extension. 
Official Leasing Map, Texas Map No. 7C 

A l l . : Block A-314. High Island A n a. 
East Addition, Soulh r.xtcnsion. 
Official 1 "asing Map. T i s;;s Map N'o. 7C 

Ah of Block A-316 Hi ; 11 Island A r e a -
East Addition — Soule Exle ision, 
OCS Ollicial Leasing, Niap, Texas Map No. 7C 

A l i o ! Block A-;,22, Hi ; li M o i d A n a . 
East Addition, Soutn Extension. 
Official Leasing Map, Texas Map No. 7C 

A l l ot Block A 323, High Island Area. 
East Addit'on, South Extension. 
Official Leasing Map, Texas Map No. 7C 

Grnntor'i 
Undivided 
Perc-enURO 

Inlcreit 

12.715% 

12.00% 

12.00% 

20.00% 

20.00% 

14.118% 

1533% 

12.00% 

13.8401% 

17.00?c> 

17.00% 

12.00% 

22.85714% 

14.00% 

14.00% 

14.00% 
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EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

OCS-C3469 

OCS-C3410 

o< s-c\r»;;o 

F.fleclo. 
Dale D i M i i p t i m i 

8-1-73 All ol iHoek A-325, High Island Area. 
East Addition, South Extension. 
Official Leash i..- Map, Texas Map No. 7C 

8-1-73 All of Ulnck A-327, High Maud An a. 
East Addition, South Extension. 
Official Leasing Map. Texas Map No. 7C 

8-1-73 All of Bloek A 332, High Island Area. 
East Addititui South Extension. 
Official U-axing Ma].. Texas Map No. TC 

7- i-7-l All of liloek A 139 High Island Aro.-. -• 
East Addition South Ext. usion, 
OCS Oilicial la a>-ing Ma]), Texas Map No. TC 

8- 1-73 All ol Block A-310, High Island Area, 
East addition, South Ex'tcnsion. 
Official Leasing Map. Texas Map No. TC 

8-1-73 AH of Blocr. A-331, 11 ish Island Area, 
East Addition, South Extension. 
Ollic ial 1. -asing Map, Texas Map No. 7C 

7-1-74 All ui Block A-333, High Island Area -
East Addition - South Extension, 
OCS Official !.« using Map. Texas Map No. TC 

7-l-*74 All ol Block \ 350, High Maud A:ca -
P"St Addition — South Extension. 

"S Ollicial Leasing Map, Texas Map N'o. 7C 
7-1-74 Al 1 ' Block A 103 I ligh Island Area -

East Addition - South Extension, 
OCS O'iin.d Leasing Map, Texas Map No. T r ' 

1-1-77 Thai poilion of Main l'a-s "locks 72 and 74 
located ino'e than tl aee geographical mil" s 
scuw.u I Irom the line n..-cubed in thc supple
mental dcetec ot the U.S. Supu-me Const, 
juiu 16, !V75, V'U.S. vs Loui ' inn, 122 U.S. 13) 
tn one loot seaward of the '! hinl Supplemental 
5>.cr«v I n..- (401 U.S. 3~sS. December 20. 
1971), as shoe, n on OCS Official 1 .easing Map 
Louisiana Map No. 10 

1-1-77 All of Blod 351. Eugene Island Area. South 
Addition, a- shown mi OCS Official (.easing 
Map, Loui-i.ma Map No. 4A 

L l 77 That portion Soulh I'asS Bloel; 57 lo- ated more 
than three >.-• o-M.iphie.il miles MM v. ard hom 
the line drxcnlied ill the supplcincul.il diere
of the US Supiemi Court. June 16, 1075; 
(U.S. vs Louisiana, i?2 US. 13) In one foot 
seaward ol the Third Supplemt lltal Decrt o 
Line (404 US 3SS Dceonilier 20 1971). as 
shown on OCS Ollicial Leasing Map, Louisi
ana Map V. 'I 

3-1-T7 All of Block :''. ( \\". st Cameron Area, ns sh- ivn 
OI: 0(.'S Of'ieial Leasing Map, Louisiana Niap 
No. 1 

-1G--

Crnntor'« 
Undivided 
Percentipop 

Interctl 

20.80937% 

10.00 I 

low; 

34.00-; 

34.007 

15.257 

11.337 

15.00% 

10.007. 

25.00',; 

23.00 9J 

20 W , 

30.007c 



This Comet ante is suhjec t tn the te rms .md pr visions of tlie abovc-dcscrilw-d oil end gas leases 
nnd accoidingh, the Subject 11\elroc.ub n« and i proceeds therefrom shall he calculated nftc r 
deducting tin prnportinnate share of the royalties rest rved in each such lease attributable to Grantor's 
said undivided pi irentage inteu st iu sueh lease. 

Incase Nos. OCS-G2839 OCS ( .1223. OCS C2S50. OCS-G255U. OCS-C2(i(T.', OCS-C2317. OCS-G 
3193, OCS-G31U5, OOS-C2M57 and 0(3i-C3417 lcle»i.d to I I ! K I U are each su'ijccl to i.n Operating 
Agreement hi'ween Mobil Oil ( »rp ration, as opci.ii.ir, and the v iAlitor, el al , as lion-operators. 

Lease No. OCS-U2224 ivfen 1 te> above is subject to an Operating Agreement betwe en Chevron 
Oil Compan* as npi rator, and tb. Grantor, cl al., as non-upcrutois. 

Lease Nos. OCS C32SI. (X >-G222S, OOS-O.Y). O* .'S-CJSMI, OCS-C2S.S2. OCS-C28SJ, OCS-G 
25S7. OCS-OiSM OCS-C2>S>. OCS (..••• . ( K . S O i l i o . OCS C2IKA, OCSG3202, OCS-G :2u\L 
OCS-C»,ic.'i. (It . i ..>72. ot s (. U is. OCS (.'.ToI. OCS C2 is; OCSG2713, (M s G23SS. OCS-G2JS1), 
OCS-G2710,OCSOi'Ktt. OCS-lIiT.S). < »CS V.?Xh. OCS OJi si. OCSG2766. OCS-G34UU, OCS-G3-I10, 
OCS OiCOU and St.ite Le.oe No. bVlJO rel ei led lu abuse an each subject In an Operating Agree
ment between tin (irantee, as npci lor . and the- Cl alitor, et al.. as llilli-operatois. 

Lease Nns. ()(:.S-C2I77. (»< - G2103 and OCS (.1206 rtfeired to atiovc are each subject to un 
Operating Agreeim nt IM-IWCCII Oulf Gil Corporation, as operator, .mil the (haulm, et al. as non-
operators. 

Lease Nos. OCS-G235S, OCSG2W3 aud OCS-C331-I ief erred to above are each subject to nn 
Operating Vgii'cnicnl bctwei u laiutl.tiii Oil Compan), .is opci.itur, and the Grantor, ci ul., as 
non-ore...' o 

is Nos. OOSG2373. OCS C'1377, OCS C237S. OCS C2411, OCS-C2737, OCSCL413. OCS-
G2-114. OOS-Cll OCS-C27-13 and OCS-C274H referred (o above are each subject to an Operating 
Agreement between Cities St nice Oil Compan), as operator, and tbe Grantor, ct al., as non-operators. 

Lease Nos. OCS-O''SI. OCs-G. mf) OCS-C2-I1M and OCS-G2-I22 reiured lo above are each 
stibjec-t to au (^mating Agreemenl between Su- Oil Company ( Delawan ), as operator, and the 
Grantor, ct al . as n ••• -operators. 

Lease Nos. ()CS-C»23'<(> and OCS-C271S u fi ned to abose are < ach subject lo au Ope rating Agree
ment bi Iwren I"x»«in Gurpoi.ition. „-. operator, and the' ( anlor, < I ah, as ncn-tiperators. 

Lease Nos. OCS-C2397 I (ICS-G230H n b ned lo above are each subjeel lo au Operating Agree
ment hciu.cn Auuiioil Development, Inc., asopeiattu, and the < ir.mlor, ct ah, as non-uperulors, 

Lease Nos. OCS-C270I. OCSG2771). OCS-C270", and OCS-27(W are each subject to an 
Operating Ago • ment between Tex.i.o Inc., us op- ia'or, and Ihe Grantor, et al , as non-operators. 

Tlie Cranio."j, inteiests in la rise Nos. OCS-C222 I . OCS G2225. OCS-0222S and 00-02 :85 
referred to above an ubjeel lo .vdvance Payment Agreements dated as of June- 13, 1973. as amended, 
between Crantor and United (ias Pipe Line Company. 

Thc Oriintnr's interests in l ease N..s. OCS-G2224, OCS-G2223, OCS-C2S50, OCSC2559, OCS-
G2SS2. OCS-C25S7. OCS-OVKJV, OCS-G2317 and OC.S-C2)0't nre subject to liquids purchase agree
ments bctwisen CuitJi and Vtlas I'rocessing Company. 

The Grantor's interests in Lease Nos. OCS0222I. OOS-l.2225 and OCS C2193 are subject to gus 
ptirchnse cn it. ' is lietween < Jrantor .md Unitt tl ' his Pipe Line Com >any. 

Tlie Grantor's inlrrests in Le ase Nos. OCS-C32SI, OCS G2850, OCS C2559. DCS C2sH2, OCS-
G2G-S7, OCS-C2SK3, OCS-G2AH., O C S (.31..G, OCS O2/i07 and OCS-(;23l7 aie subject to gas purchase 
contracts between (i i . ittor and Sc-.i Itohiri Pipe lane Company. 

Tlie Gnmlor's interest in Lease- No. OOS O2701 is subject to a l-'armoul Agreement dated 
I Vliruary 2"). i'JTV. ..s amended, between I'l-im/oil Olfshore (hrs Operators, Inc. (now named Pogo 
I'roduci:.! (>' 'iji.mj ), et a!., as owner or furinoi, and Mobil Oil Corporalion, ct al., as farmee. 
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AMENDMENT 
TO 

PRODUCTION' I'AVMENT AGREEMENT 

T H I S A M E N D M E N T T O PRODUCTION PAYMEN'I A G R E E M E N T (hereinafter colled this 
"Amendment"), dated as of November I , 1977 between P I W / U I . C O M P A N Y , a Delaware corporation 
(hereinafter called "Penn/oil"), and PBX.T/OU. I X A ISIANA ASK TUXAS O^rsnonE, INC. , a Delaware 
corporation (hereinafter called the "Company"), 

WrrNKS-ami: 

VY'iiKnuvs, by means of that certain lustoimeul of C o m . yanec of Production Payment dated as 
r f March !, P 7-1 between the ( ompany end Penn/oil (such Ii.stiumenl of Conveyance being herein
af te r called th "Conveyamc"), the Company conveyed to P» nn/oi l , ami lViu i /o i l purchased .'117111 
thu Compan.. it die time the first loan w as made to tin ('ompany undei lhat certain bank Ctwh't 
Agreement dated ns of March I , 1971, as th' rcaflei anieiidi d .md restated as of May 1. 1970, among 
the Compan;, l h e First National Bank of ( I n..go. and tie other banks n oned therein (such Bank 
Ored i t Agreement, as amended and restated, being hereinafter called th'- " i k ("redit Agieement ") , a 
production pnyn»< 1 t dischargeable f iom tin pi oceeds of production f iom 01 ..ppticablc to Ihe interests 
of the (.'ompany , .herein.iftci called lhe "Leasehold Inlcn six"), in those certain oil m i l gas leases 
covering lands located oil-shot 1 . . luisiaiia and Ti vas in the Gull of Mexico, which inteiests, leases and 
lands are described in Exhibit "A" to the ( tiiiwyain e and in Exhibit "A" to Appendix 1 to Ihe Piodut-
t ion Payment Agreement hi rein.titer reft rretl tu in .111 amouiii c m . i l tr. the aggregate princ ipal amount 
of the loans, plus accrue el inteiest and conunitui' nt fee, outstanding uuih 1 the Bank' Cut dit Agreement 
on the date, if any, upon whieh tbe puiehase price thercfoi is paid by Penn/oil to tbe Company as 
proxi 'di 'd in thi t certain Production Payment Agieement dated as of Match 1, 1971, between Pennzoil 
turd the Gnmpatiy (smh Production Payment Agreement being hereinafter called the1 "Production 
Payment Agreement1), .ol as more p.iilicuhui) piovided in tin Piudut l in i i Payment Agreement, 

WllCRi'As, in order to induce the bai l s refi ned to in Section 2 of the Bank Credit Agreement 
(hereinafter ealhel the "Banks") to make hi.uis pursuant lo the Bank Credit Agreement and to secure 
the perfonii.iin. • b\ the Cnuipam i I its obligations undei the Dank C n d i l Agreement, the Company, 
by that certain assignment dated as of M uch 1 i97-l 1. In n imifter called the "Assignment") from 
t l ie Company te The First Nationai Bank ol Chic ago, as ag. nt for the Banks (heicimifter called 
thc "Agent"), assigned, transferred and Set over to the Agent for the propoi(innate benefit of the 
Banks ns tllcii interests may appear all the right, title and in'eicst of th • Company in, (o and under 
t l ie Produc tion Payment Agieement. subject lu tin xcepd us >cl f o i l h in the Assignment, and which 
Assignment was also executed by Penn/oil for the purpo'i of its making the representations and 
special agreements set out therein; 

Win.nr.ss, the Bank Credit Agieement, lhe Production Payment Agreement and the Conveyance 
were amended and restated as of May 1. 1976 In reflect an extension of the maturity of (he credit 
available to the Companx- under the- Bank ('redit Agreement, an foci case in the amount of that 
credit to $20t),(KKl,0(K), the addition of eeitain banks as parties' to the Ban1; Credit Agreement, the 
addi t ion to ihr Leasehold Inteiests of the invests of thr Company in certain oil and gas leases, 
and for otlu 1 purposes; 

VVIIUU'AS, the Bank Ciedi t Agreeme nt i \ now propositi lo be amended to icflect a further exten
sion of the ti nihility of the credit available lo th Company ilea'under, an increase in the amount 
of that credit to $2"ill.(XKl.tKKI and the addition of Mo'g.in ( .11.limit) T i n I Ci.inpany of New York and 
First Intel 11.itionil Bank in Houston, N.A. as parlies In lhe Ban! Cn-clil Agreement, and for othei 
purposes; and 

WiinitKAF, pursuant to the rctpiest the Company and Pennzoil, the Agent proposes to join 
herein for the limited purpos fonh below; 

1 



Now, Tirnirj-emr; in order to reflect the Amendment to the flank Credit Agreement proposed as 
aforesaid, to add to lite Leasehold Interests the interests of the Company in certain oil and gas leases 
covering lands located offshore in ti.e Culf of Mexico adjacent to the United States of America, and 
to delete from thc Leasehold Interests certain other leases, nnd hi consi deration of thc premises and 
of the mutual covenants and agreements herein contained and intending to he legally bound, the 
parties hereto agr"c as follows: 

1. Tlie Production Payment Agreement is hereby amended in the followi g respects: 

(a) The introductory paragraph of the Production Payment Agreement is amended by changing 
tbe daic "May 1, PJTtT therein to "Novcmbe i ! 1 '". ". 

(b) Section 2d ol the Production Paynu .. -cement is amended by chnnging thc date "May 
1, 1970" therein to read "November 1, 1977". 

(c) Section 2.2 of the Production Payment Agieement is amended by changing the figure "1129b" 
therein to re id "1039b". 

(d ) Section 2.3 of the Production Payment Agreement is amended to read in its entirety as follows: 

"Pursuant to the agieement of the Company and Pennzoil as hereinbefoic provided, a pro
duction payment was sold and conveyed by tin- Company to Pennzoil by Instrument of Con
veyance of Production Payment dated as of Marcli 1, 1974 between the Company and Pennzoil, 
nnd thereafter amended and i( staled as of May 1, 1970. The terms of such production payment 
shall bc fuithcr amended by an Auicudmint to Instnunent of Conveyance of Production Pay
ment to he dated as of November 1. 1977, whereby the aforesaid Instrument of Cons'cyanec of 
Production Payment shall be umcnded and restated so us to bc in substantially the form of 
Appendix I hereto." 

(e) Section 2.4 of the Pioduction Payment Agreemenl is amended ky adding tlie clause, 
"anieiiided r.s aforesaid," after the phrase "Following the conveyance of sueh pioduclion payment", 
by changing thc date "January 1, P>S5" therein to read "July 1, 19S6", nrd by ciianging the* date 
"May 1, 1976" therein to read "November 1, 1977". 

( f ) Seciion 2.5 of the Production I tymeiit Agreement is amended by changing the date "Decem
ber 31, 19SI" iu paragraph (b) thereof to lead "June 30, 19S6", and by changing thc date "May 1, 
1070" in paragiuph (c) thcicof to read "November 1, 1977". 

(g) The " I N WITM'SS WIIEHFW" paragraph ol the Production Payment Agieement is amended 
to read in its entirety ns follows: 

" I N \ V ; I aas WHEREOF, this Restated Prod u tion Payment Agreement amends and restates the 
Production Payment Ago enicnt dated as of March 1, 1974, as heretofore amended and restated, 
nnd has been executed in multiple counterparts as of November 1, 1977." 

(h) Thc signature s and acknowledgements set forth in the Production Payment Agreemenl are 
amended to iead in their entirety :.s set fnilh in Annex I hereto as thc signatures and acknowledgements 
thereto. 

( i ) Thc first pai..graph of Appendix 1 to the Production Payment Agreement is amended by 
changing the dale "May I , 1970" therein to "November 1, 1977". 

( j ) Subparagraph (S) of Paragiuph I of Appendix 1 (o the Production Payment Agreement is 
amended by changing the elate "May 1, 1970" therein to "November I , 1977". 

(k) Subparagraph (a) of Paragraph 4 nl Appendix 1 to the Production Paym-nt Agrceme:.t ir 
aiitcntlcd by changing the date "May 1, 1970" therein to "November I , 1977*. 
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(1) Subparagraph (h) of Paragraph 4 of Appendix 1 lo thi' Production Payment Agreement is 
amend'd Ly changing the figure "112' ?.'* therein to "lQ~>rh". 

(m) 'I he " I N WITNESS W'n: iu:oi " paragraph of Appendix I lo the Pioduction Payment Agreement 
is amended hy adding alter the date "March 1, 1974," therein the phrase "us heretofore amended and 
restated,". 

(n) Thc signatures and acknowledgments set forth in Appendix 1 to the- Production Payment 
Agreement are amended to read in their entirety as se t hirth in Annex I hereto as the signatures and 
acknowledgments thcicto. 

(o) Exliihil "A" to Appendix 1 to tin- Produclion Payment Ago e•incut is amended to icad in its 
entirety as set forth in Annex I hereto as Exhibit "A" lo Appe ndix 1 thereto. 

2. Except as amended hereby, the provisions of the Production Payment Agreement shall remain 
in lol l force and elicit, 'Ihe Production Payment Ago • in ut. as amended hereby, shall be restat 
to read in Us cntio i \ as M-1 forth iu Annex I hereto, il being agreed and underst'iod that all referem 
in the Production Payment Agreement as amended heieby .mil so restated to the bank Credit Agr 
ment sliall be deemed to be references to the Lank Cud '.gieement as amended and restate 
of November 1,1977. 

3. The Agent, for anil on behalf and in tin n nu . ! the Ranks hereby consents to the forego 
amendment to and restatement ol the- Production Paynien, Agreement, pioxideal. ho\vc\cr, that 
notxvithstanding any provision beret il lo the coutraiy, this Amendment shall not be- const'iicd tir 
operate, except as express! j set I orth abo.c, to inodily in any respect the lights and obligations of the 
Company or Pennzoil under the Production Payment Agreement nr the Assignment. 

I N WITNESS W11EREUE, the parlie s hereto hnxc caused tins Amendment to be executed by 
their respective olliccrs thereunto duK authorised as ol the day and first above .vritten. 

WITNESS ns: 

.Ju4.fi.f^k*-*s* 

' 'M/j^k. B y X ^ J 

PENNZOU. LOUISIANA ANTI TEXAS OFKSIIOIIE, INC. 

[SEAL] 

Vice President 

Pr.NNV.On. COMI'ANY 
[SEAL] 

... A ? . ; ' : . : j ; y / ' ^ ^ 
/ Gruup Vice President 

Tin: FmsT NATIONAL RANK or CIUCACO, 
ns Agent 

Assistant Vice President 

[SEAL] 



THE STATE OF TEXAS 

COUNTY OK HAJUUS } -
BF. IT REMEMI!.EI>,KD that I , llu- undersigned, a Notar)- Public duly qualified, sworn and acting 

in and for the Count) and State aforesaid, hereby certify that, on this 1st day of November, 1977: 

(Louisiana) Before me uppaicd W. B. WILKERSON, to ine personally known, who, being by me dulv sworn. 
did say that hc is Vice President of PENNZOIL LOUISIANA AND TEXAS OFKSUOIIE, INC., a Delaware 
coiporation, and that tho seal affixed to the foregoing instmment is the cxnporntc seal of said 
corporalion and that the instnunent was signed and sealed in behalf of thc corporation hy authority 
of its Board of Directors and that \V. B. W II.KI UKON acknowledged thc instrument to be the free acl 
and deed of die coiporation. 

(Louisiana) Before me appealed HAHOIJI !•'., Soiru-u, to me personally known, who, being by me dulv sworn, 
did say that he is a C < ,\. Vice Pi evident of PENNZOU. COMPANY, a Delaware, cen poration. and that the 
seal affixed lo the foregoing instnunent is the corporate seal of s.V'd corporation and that the instru
ment was signed and scaled in behalf of the eoi\-oration by authority of its Board of Direclois and 
that IlARQLti E. SonioH at knowledge.! Ihe iustre a a to be the free act and deed cf the coiporation. 

(Texas) Before me on this day person.ill. appeared W B WII.KF.HSON, kr.oxvn to ine to be the person 
whose name is subscribed lo the fore-going msii.micnt and known to inc to bc a Vice President of 
PENNZOIL LOV...IANA ANO TEXAS O I rsi DIM., 1st;, . Delaware corporation, and acknowledged to mc 
that he executed said instrument for tht purpose* and consideration therein expressed, and as the act 
and deed of said corporation. 

(Texas) Before me on ibis day personally appeared MAHOI.O ]•". Sonron, known to me to bc the person wiiose 
name is subscribed to the foregoing instnunent and known to me to be a Croup Vice President of 
PENNZOU. COMPANY, a Delaware eoTporathai, and acknowledged to me that he executed said instru
ment for the purposes ami consick lulion therein expressed, and ns the act and deed of said coiporation. 

I N WITNESS WIIF.IH.OK, I have hereunto sei my hand and official notarial seal, in the City of 
Houston, County of Harris, Stale of Texas, this 1st day of November, 1977. 

[NOTARIAL SEAL] Notary Public in and for Harris County. Texas 
My Commission Expires 'I \AA+GJ>* 

l . . •>• , ii' - '. i : f.-r lij.iis County, Texas 
t l ) L:-.u.. v-\txi u-jJirci: 
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T H E STATE OK ILLINOIS 

COUNTY OF COOK 

BE IT BEMEMBERF.I> lhat I , thc undersigned, a Notary Public dyjv eiualificd, swom and aet'ng 
in and for thu County and State aforesaid, hereby certify that, on t h i s ^ ' & i y of November, 1977: 

Louisiana) Before nu- appealed BlCilAnu S. PAI.MI.II, to me personally known, who, being by me duly swom, 
did say that he is an Assistant Vice President of T H E Fmsr NATIONAL RANK OF CHICACO, a national 
banking association, and that the seal alliscd to the foregoing instrument is the corporate seal of said 
corporation and that the instrument was signed and scaled in behall of the corporation by authority 
of its Board ol Dircc*.or.x and that UICHAIIO S. PALMIK acknowledged the instrument to be the free act 
and deed of thc national banking association. 

Texas) Before me on this day personalis appeared ItiaiAiUi S. PALMER, known to me to be the person 
wdiosc name i: subscribed lo the fon going instnunent and know n to me to be an Assistant Vice Pres
ident of Tm: plIiST NATIONAL B A M . OI CIUCACO, a national banking association, and acknowledged to 
mc that he executed said itisliunieut for the purpose* and consideration therein expressed and in the 
capacity therein stated, and sxs the act and deed of said national banking association. 

I N WITNT.SS WHEREOF, I have herennt«Kset >my hand and official notarial seal, in die City of 
Chicago, County of Cook, State of Illinois, lhiC-"W4ray of November, 1977. 

Q/*it,cZ77t*tC. 
Clare A. Maitz £) 

Notary Public in and for Cook County, Illinois 
M> Commission Expires 

Hy CTZBSI Dps 19ifl 

( NOTARIAL SEAL] 
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ANNEX I 

PRODUCTION PAYMENT AGREEMENT 

THIS AGREEMENT, dated *c= of Marcli 1, 1971, as amended and restated as of November 1. 1977, 
between PI.NNZOIL 0 \ « ' V . a Delawaie corporation < boa inafler called "Pe-un/oil"), a id Pi • v/ew. 
LOUISIANA A M I TI.XAS < »J-T*II'V.L-, INC., a Delaware corporat' n (ben in after caUe-d tbe "Company"), 

W IT N E S S E T IJ : 

ARTICLE I 

Recitals 

L l Tlie Company proposes nerein to agree to make available to Penn/oil, or 1 mood's de.xigii<e, 
for purchase on the terms and conditions provided lie l i in all gas produced f rom or applicable t:i the 
interests ol tin- Conip::n\ (hcreiuufte. e\dlt-d tin "Leasehold Inteiests") in certain oil and ;;as 
leases covering lands looated nflshore in lhe Cull oi Mevieo adjacent to the United St..'.i s of America, 
which ii.liu-.ts, leases .md lands are described in Exhibit "A" to Appendix 1, attached hereto arid 
hereby made a part hen of. 

1.2 Pennzoil proposes to puichasc f iom the Company, at th • time the first Joan is made to tin 
Company undei that Certain Rank Cn dil Ago em-nt, dated as of J,, date b u m f , among the 
Company. Thc First Nat'olial Rank of Chicago and the other banks n.n ied therein (hereinafter call. .1 
the "Rank Credit Agreement"), a prodnetion payment ih'se|i;ogi able f iom the proceeds of production 
f r o m er applicable to Uu Leasehold Interests in an amount f i l i a l to the aggregate principal amount 
of loans, pins accrued interest and comuiitnienl lei-, outstanding undei the Rank Credit Agrc tuc i i l 
on the d i t . , i ! ;uiy, upon whi-di 'he puichase priev then hu is paid by Penn/oil IM the Company as 
provided herein (here.oaf ler called tlie "Purchase 1 rice Payjiuot Date' ), all as more pat'..'Khf.rr'l" 
provided herein. 

Now, TiiEnET'OHK, iu consideration of t* "mtual promises herein set forth, it is agreed a., follows: 

ARTICLE II 

Sale and I'urcha-ic oj unhid ion l'aynu nt 

2.1 The Gnnpany hereby ar . to sell and convey to Pennzoil, and Penn/oil herebv ag-e-cs 
to purchase from the Company, a p ..•taction paymiril in an amount equal lo the agiz.rgatc princip ' 
• nount of the loans, plus accrued inteiest .md commitment fee. outstanding nude'' ihe Rank C m it 

Agreeme nt, as amended and restated as of November 1, 1977, on thi Pi.rclnue Price Payment Da e. 
i f any, whieh shall be specilieel by lhe Company as provided in Section 2.5. The purchase price of 
such prociuciion payment shall be an amount equal to the- principal amount thereof. 

2.2 The conveyance nf production payment 

fa) shall entitle the holdei the-roi to an amount equal to interest (computed from the 
Purch; s; Price 1 aynicnt Dale) em the unpaid balance ol the principal amount of the- production 
payment from time to time1 remaining otitst.ind'ng al a rale per annum (based on a w a r of 
3G5 days) which shall be equal to h i ' , ' - ol the corporate base- rate e.n IK) day commercial loans to 
its largest ami most e n tlit-wen lh \ commercial l ioriowcts in effect at 'Hie- First National Hank of 
Chicago Irom lime lo time plus \ / . > . .such rate (o change- autom ilicully and f rom time to lime 
effeclive as ol tlie elate of each change .'-i .such cm porate base rate-. 

(b) shall provide that the production pnsm.nl shall be dischargeable f rom e ighty-five per

cent (85/i-) of Ihe proceeds ol p'odtictinn from or applicable to the Lease..old Interests, 
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(c) sliall In- effective anil ns of tlio day on whicli such produclion pay men' '-hah r / r 
been sold and conveyed to Pennzoil as provided in Set 'inn 2.3, and 

(d) sl..dl grant to Ihe holder tin reof thc rights provided for iu, and shall he sub: antially 
in the form of, the form of conveyance uf production payment attached hereto as Appendix 1. 

2.3 Pursuant to tiie agreement of thc Company and Pennzoil as hereinbefore provith ' . pro
duction payment was sold nil conveyed by the Company to Pennzoil by Instmment of Co . .vey '•" 
of Production Payment tinted as of March 1, 107.1 between the Company and Pennzoil, and ' h c / c " l . 
amended and restated as of Ma)' 1, 1076. The terms of such production payment shall In .'tirtl er 
amended by n Amendment Li Instrument of Conveyance of Production P.vment to bc dated as u! 
November 1, 1977, wheieby lhe aforesaid Instrument of Conveyance of Produc.-on Payment shall be 
amended and icstuled so as lo be substantially iu '.he form of Appendix I hereto. 

2.'1 Following the conveyance of such pioduction payment, amended as aforosa'd, bv thc Com
pany to Penn/oil as p i o v d e d iu Section 2.3. ihc Company or its assignee shall have the right at any 
lime prior If. July 1, l'JSO, upon nulice given to Pennzoil as provided in Section 2.5, to call upon 
Pennzoil either 

(a) tc pay to the Company or its assignee the purchase price of su- h production payment, or 

(h) to execute, uelnowledg'.! and deliver to the Company, at Lhe Company's expense, such 
instrument or instruments i>s may he uecessaiy or appropriate; to release, relinquish and eeunguish 
as fully discharged such production payment; 

piovided, however, that the right referred lo in subsection (a) above may not be exercised bv the 
Company unless all certificates of the value of Proven Hydrocarbon Heservcs which are required 
to bc delivered to The f i r s t National Paul: of ( le. ago under the bank Credit Agreement, as amended 
nnd reflated as of Novemb r 1, 1077, shall I.e.. been so delivered as required and an executed 
counts rp.rt of each such certificate shall have b-en dclis-erfd to Penn/oil. 

2.5 Notice of the election by the Company or its assignee to exercise either of the rights referred 
to in Section 2.1 shall specify the following 

(a) winch of such rights the Co: ny or its assignee shall have elected to exercise; 

(b) a date for closing the transactions contemplated by such right whieh ( i ) shall be a 
business day net less than JO days after tht date upon which such noliee Ls received by Pennzoil 
unless Pcinvoil shall ague in writing, to an earlier closing date, and t i i ) shall not be later than 
June 30, 19SG, und 

(c) if the COP •• <ny or its assignee shall have elected to exercise its right to receive fron. 
Pennzoil the pun . price of the production payment, the aggregate principal amount of loans, 
plus accrue! interest and commitment be, outstanding under the Hank Credit Agreement, as 
amended and restated as <il November 1, 1077, as ol the Purchase Price- Payment Hate, such 
amount In be subject to ttdjuslmi'nt us required On and as of such date 

The election by the Comp my or its assignee-, in the- manner sc i forth above-, of one of the rights 
referred lo in Section shall constitute a waiver ol the other .such right. 

2.(5 'lhe closing of th - transactions rehired to iu Section 2.5 shall be held at the general offices 
of Penn/oil localed at Pcninuil Place-, Hou-ton. Tcx.u, or at such other location in Houston, Texas 
ns Penn/oil shall specify in wri t ing lo the Company or its a sigm-o. The closin ; date- for such trans
actions shall be the dale specified in lhe notice to P. nn, oil , and ou sueh closing dale 

(a) if lhe Company tn its assignee shall havt elected lo receive payment of the purchase 
price of lhe product ion payment, Penn/oil shall pay lo lhe Company or its assignee such purchase 
price in immediately available funds; cr 
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( b ) if the Company or its assignee sliall liuse elect c I (o have th-- Company receive a recon
veyance of llu production payment. Penn/oil -.hall execute, have ai kno-vledged and deliver to 
the Company sm h instnunent or instruments a., may bo ne-ccisary or appropriate to effect such 
reconveyance to ihe Company. 

ARTICLE I I I 

Pcnnzoirs /fight to Pnrr'itise- Gas 

3.1 Tl ie Company shall m.d.e available to Pennzoil for purchase by Pennzoil. or such other 
person, (mn or coiporation as Penn/oil may designate, all gas produced Irom or applicable to the 
Leasehold InleiesLs in aceordaiic-e w i t h the provisions set for th below. 

3.2 When in Pennzoil's judgment gas reserves of sufficient quantity and deliverability to 
jus t i fy tbe const nation of necc.ssaiy facilities customarily utilized by ptu ,as. rs of such gas in per-
fo i inancc under gas purchase contracts have been developed on lamb COM ied by any one or more of 
the Least hold Interests, Pciim 1 shall have the right to purchase such gas. Pi mi/oil's right to pur
chase g c hereunder may be evi iciscel when, ver and as often in Pennzoil's judgment gas reserves 
of sufficient quantity and de l ixcrnbil i ty are developed On lauds covered by one or more of the Lease-
bold Interests 

3.3 The pni i • 'hercuiaftei c alled the "Contract Price ) to be paid bv Peiuiyoil for gas pur
chased f r o m the Company ht.euurii i hall l»- fised by the- contraet between the parties hereto for the 
sale and purchase thereof. Su< ' contract shall contain specific prices competitive with the contract 
prices then being included in - lilar contract:. F- . the purchase of gas from the same area but such 
prices shall not he less than thc applicable .uea ceiling nite se t i rom time to time- by thc Federal 
Power Cornnus m. 

3.4 Thc procedures to be employed by Pe nn/oil aud the Company ou each exe rcise by Pennzoil 
of sue!i right to p'Tchase gas ore as follows: 

(n ) Pennzoil shall give the ( ompany notice of its '•'••ction to purchase gas. whieh notice 
shall also specify the purchaser if il be ,i person, firm or corporation other than Pennzoil, and 
shall transmit with such notice a form of gas purchase- contract providing for the- sale- and pur
chase eif such gas. A f l c each such election to purchase, on or before the expiration of thirty (30) 
days following the date upon which the pcrtuicnl notice' is received by the Company, the Com
pany shall execute the g:Ls purchase contract transmitted therewith and re-turn such contract to 
P i ' i i i i / o i l , unless the Company shall give- Pennzoil notice (hat the Companv is of the oph n [hat 
the" Contract Price piovieled for t in rein does not meet tin- requirements set forth in See i on 3.3 
i n which event ihe putties shall promptly thereafter undertake in good faith negotiations to 
determine bv agreement such Contract Price-. If smh Con ti aet Price has not been determined 
w i t h i n sixty (GO) day s afte r receipt of the i i i iuV o l io and form of gas purchase contract by 
tbe Company, either the ( 'ompany or Pennzoil shall have the right lo cause such Contract Price-
to bc detennined by arbitration as provide*! iu Seciion 3.7. 

3.5 When ( i ) in the Company's judgment gxs reserves of a sufficient quantity anti deliverability 
to j u s t i f y the construction of necessary facilities customarily utilized by purchaseis of such gas in per
formance undei gas puichaxc contrac ts have been developed on lands covcicd by any one or more 
of the- leasehold Interests and ( i i ) Pennzoil shall not thcictolnro have given tlie Company notice of 
its election lo purcha>c suc h gas, then and iu suc h event the Company shall have- the right to sell such 
gas in accordance with and subject to the provisions of Section 3.6. 

3.6 The procedures to be employed by the Company and Peiiuzcil on eaeh exercise bv the Com 
pany of its rights undei Set tion 3.5 arc as follows: 

( a ) be fore entc ring into anv contract for the- sale of sueh gas, the Company shall give 
Pennzoil notice ol its desire to sell such g..s and shall transmit wi th each such notice a form 
of gas purchase contruct provid ing for the sale and pin c hase of such gas. 
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i s WITNESS WIIKIIKOK, tin's Restated Production Payment Agreement amends ami restates the 
Production Payment Agreement dated .is of Mareli 1. 1971, as heretofore amended and restated, and 
has been executed in multiple counterparts as nl November 1, 1977. 

Witnesses: PENNZOIL LOUISIANA AND TEXAS Onsiiour., INC. 

By 

ATTEST: 

Vice rresident 

Sctrctairf 

[CoiuroiuTE SEAL] 
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T U F STATE OK TEXAS ) 
SS! 

COUNTY OF HAIUUS j 

UF. IT REMF.MBr.iirJ> that I , thc undersign- u, a Notary Public duly qualified, sworn and ling 
in and for ihc Count)- and Si lc: afore-aid, hereby certify that, on this 1st day of November, P)77: 

Before ine appeared \V. R. WILKLIISON, lu ine- personally known, who, being by mc duly sworn, 
did say that he is Vice Pre sident of PI.NNVOII. LOUISIANA AND TEXA* OFESUOIU:, INC., a Delaware corpo
ration, and lhat lhe seal affixed te» the foregoing instrument is the corporate seal of said corporation and 
that the instrument was signed und sealed in behalf of the corporation by authority of its Board of 
Directors and that \V. R. WiEKEUSeiN acknowledged the instrument lo be thc free act and deed ol the 
corporation. 

Relore me. appear* el 11 AHOLD F.. SOHIOII, IO me personalis known, who, being by ine duly swum, 
did say that he is a Ciuup \ ice- President of IVNNZOII. COMPANY, n De laware- corporation, and that die 
seal nflixcel to the Ion > 'ng iie Irunu-nt is the corporate seal i»i said ci 'I'oralion and lhat the instrument 
was signed and sealed in behalf ol the cfuporaliun by authority u! ts Roarel eil Directors and that 
1IAIIOI.II Yl. Sonron uckuuw lodged the instrument lo be the tree acl and deed of the corporation. 

Before nm on ibis day personal!) appeared VV, R. WII .KI IISON, known to me to be the person 
whose name is subscribe:! lo the- fore-going nstriiment and known to me to bc a Vice President of 
PENNZOU. LOUISIANA AND TEXAS OITMIOIU". INO a Delaware corporation, and acknowledged to me 
that he executed said instrunient for lhe purpo i's aud consideration therein e-xpresscd, and as the 
act and deed of said corporation. 

Before me on this day personally appeared lb-mom E. Sonron, known to me- to be the person 
whose name is subscribed to the foregoing instrnmcm nd known «o me 10 be a Croup Vice President 
of PENNZOIL COMPANY, n Delaware corporation, aim aeki rwlcdged to mc that he- executed said instru
ment for the purposes and considei ation the rein -xpie-.se.. and as lhe act and deed of said coiporation. 

I N WITNESS Win mm , I have hereunto set my hand nnd official notarial seal, in the City of 
Houston, County of Harris, State of Te xas, this Isi day of November, 1977. 

[NOTARIAL SEAL] 

Notary Public in and for Harris County Texas 
My Commission Expires •*?T<*A.OC, Jy ?y 

N ey ru ' . : . 
My ''-.a-i v.-

• ' • i; • t," n 
I. I Ila Hi 

1 ..; arr.: 

Coir.ty. Tcxa9 



APPENDIX I 

T O 

PRODUCTION PAYMENT AGREEMENT 
BETWEEN 

PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. 
AND 

P E N N Z O I L C O M P A N Y 

C O N V E Y A N C E OI P I . O D U C I I O N PAYMENT 

THIS INSTRUMENT OK c : o N V E Y A \ C E OE P R O D U C T I O N PAYMENT (tins "Convey
ance") dated us nl Marcli 1 MJ7-I, as amended and restated as of November 1. I5I77, between I ' I A S Y O I I 
I m i s u M A M I TK.XAH O n MH n.i.. I M ' , ;• Delaware cuipi lal 'on ( l i n 1 "Granloi"), having its principal 
office and p >s| oflice address at Penu/oil Plan ' O. l lo \ _'• »'.7. Houston, Texas, and Pi .w/.on, C O M 
PANY, a Dclawiue corporation (tl ie "Crante e ), having its principal nfThv and post office address at 
Penn/oil Placv, P.O. Pox £bo7, Houston, Texas. 

VV I T N E S S T I I : 

WlrtcnnAS, the Crantor desires to sell and tl»' Crantee' dexir* s to pure has.- the Production Payment 

hereinafter described, 

Vow, TutHKionK, it is agreed hy and between the Crantor and thc Oi.'.nUe as follows: 

1. Certain Definitions. The following terms shall he Usui in this Conveyance wi ih the meanings 

given below: 

(n) "Accounting Month" shall nn in any monthly period commencing with and including 
the 21st day of any ca|elul.u month and ending On and including the 20th day of thc next 
Succeeding calendar month. 

(h) "Effective Date " shall mean 7 o'clock, A . M . . on the elate of this Conveyance, according 
to the time then in effect al the location of each Subject Inter* t 

(c) "Kxhihit A" shall mean Exhibit A attached to ibis Conveyance and hereby made a 
part hereof foi all purposes 

(d) "llydrociirheuis" shall mean .dl oil, gas and othei hyehocarbons or am combination of one 
or more of such substam es appropriate lo tin- context in which such tenn is uxctl. 

(e) "Lease" shall tue an any oil and gas lease oi sob lease, described in Exhibit A. 

( f ) "Proceeds Commencement Date" shall nn an 7 o'elo. ! . A .M. , according to the time then 
in effect at die location of each Subji i I Interest, on the date upon which the purchase price is paid 
by I hi* Crantee to the Crantor as provided in tie Pioduction Payment Agreement dated as of 
March 1, 1'>7 I , as amended and n staled as nf November 1. PJ77, between the- Crnntor and tho 
Grantee. 

(g) "Subject I K d r o i arbons" shall mean all Hydrocarbons j n n „ d under, and which may 
be prinhuvd and save d from, and whu Ii shall accrue and be attributable to, the Suhject Interests 
from and after tbe Prnctvils Commencement Date- aud throughout the period specified iu diis 
Conveyance for the term of the Production Payment. 

(h) "Subject Interests" shall mean the undivided petccnt.ig' inteiests of the Crantor in ihe 
Ix-ases, and in ndilit< >n l lu :cto. each and every other hind and ehaiaeter of right, title, claim oi 
interest which the Grantor now has in, to or under the Leases, which interests or Leases an 
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out of the proceeds from ih r •sal'' of llic Subject llydrocailmns, b r c and dear of all development, 
operat ing, mining, producing, treating, processing, handling, storing, marketing, transporting and other 
costs and expenses ol every kind whatsoever, the lul l aggregate .sum i . | the following amounts: 

(.1) Thc aggregate principal amount of loans, plus accrued interest aud commitment fee, 
outstanding on the Piocce-iLs Coiuuicnceinciit Date undei the Hank Credit Agreement, dated 
ns of March 1, J97I, as t in rc..Iter amended .md jc.'t.it- 1 as ol November 1, l'JTT, among the 
Grantor, The I ust National think ol Chicago am! l ie ' other ''.inks 11..med therein (hereinafter 
called the "Primary Sum"); phis 

(h ) An amount ('•imputed at a i.ite pe. .amum (on the h.isis of a 305-day scar) which shall 
he c<pial lo I0.Y * ol tin- corpoi ate base rati 1 UO-duy coniiuc ic i.d loans ta its largest and must 
cieil if-worth} U'liimciciul b*»i OAS 1 is ui i . fleet al The T**-sl N ilion.il Hank ol Chicago from lime to 
t ime plus l i ' / ' , sin h i n. tn . h.ui/.e automatically and. f rom tin •• lo time dfcet ivt as ol thc date of 
each change iu such onpoia t . base rate, fiom and including Lu Proo.eds Coiiuncuccmeut Date 
on the unlimiid .1 balance Irom lime lo time of the Prima t) Sum (P • fie such computation to 
be made on th" 21sl dux of tlio month next foiiowing the Pine. > ds Cumnic iiocincr.t Date foi tin 
period fuiMi and im hiding, l in Pioeeeils (aim no •nn nl Dati t" and including the 20th d.i) o! 
thi" month nest fo l lowug tin P i m m Is I 'ot e», einent Dati on t! . amount of such unliquidated 
balance on the Proci ecb Comm ucenienl Dale. ..ml Mibsequenl 10 ipuf.iii ms lo b, made monthly 
on the first d.o of each Accounting MOnih Ioi the pici ding Accounting M.ailh on the amount 
of such nnliijuid iled balance on I ' c first day of smh \ 1 ceding •\ccuiiutiiig Month); plus 

(c) An siiiiOi.nl CMUUI lo the aggregate of all amounts which arc. paid by lhe Grantee In any 
state or ptililic.il subdivision tin icol on a. count of ad valorem, liaiix-fir, moilgage, gross produc
t ion , gross u-i pis, income, profits, severance', 01 eupalion, sales use, fi.mchise and u t h c taxc••. and 
assessments u. anv kind whatsoever, including penalties and interest, ilnposed or assessed with 
• especi to or in 1 M I red by or charged against or attributable to lhe Production Payment, lhe 
Subject l lydio" ''"ins m the proceeds iheniif logelhei w i lh an onounl ecpial lo inteiest on the 
unliquidated .minimi thereof at the rate of !'.'( pel annum fron 1 the date of payment of each 
such amoiiul b; i l " - Grantee, provided, huvvi-ve'r, t h i t lhe Grantor shall have the right at its 
expense to mtest anv such las. •• 01 assessnunts in good f . i i i ! on behall of the Crantee. 

IT HI INT. rm: ben M MIN ni n o CieA.vnni ASH r 1 CKANTI 1: IN KNTI.IUNC; IXTO THIS COXVTYANC I 

that the Grantee shall ! c entitli cl lo rece'ive and realize out of the Subject I Ivcroeaibons the full 
nggn ite sum of lhe amount* d' «.< II'M rl in subparagraphs 'a) and (b) of ibis Paragraph -1, free and 
clear of all costs am! expenses w lb respect to lhe Subject Interests and the- Subjeel Hydrocarbons 
(which expenses .uni costs shall be- born by tin th alitor.) ami over a ! above all taxes, expenses and 
costs of the charaeli 1 described, specified e.r rehired to in subparagraph (c) of tin-. Paragraph •'» 

5. Tcnriiialinn of lhe ProthiHiou Payment. When the- lo l l uggrcgilc sum of the amounts 
specified in subparagraphs (a ) , ( h ) and (0) ol Patagraph •• ol ihis Couvcyain.c (as increased as 
cxpi essly orov ided bv lhe terms ol Ibis < "'•i.ivej am e j has bee n icoetv 1.1 by ihe (irauti e, the Piocluc lion 
Payment shall luilhvvilh lennin.ile and .11 ie'en t (hi'rem shall immediately revert lo and become 
vi sl, d in Ihe Ci.iutoi to l i e same csleni and with l!ie same lone and effect as if ties Conveyance 
bad n-'t been made "llu Cranlcc r.'.'iees thai, upon such lermin.ition, it sliall execute or cause to 
be e x cute cl, upon lie leoncx! niul at the exp! use of the Gi.iiile>", sueh inslinine nts as may bc 
necessary or appiOpri te lo evident»• lhe lenninalion of tin- Production Payment. 

(i. Application of the' Piece e d of Subject llvihcica boos. all o rpuves of this Convexancr., 
the p i oceeds ol Subji I 1 11;, die ie-ail ons a- lually ice ived bv the C-anlcc poor lo the close of business 
on 20lh day i f the mouth next bi l lowing lhe- Prm o tl- < omment.-« ment Dati hull be deemed In have 
been, leeched and applied iuuui di . n I j after the op. uurg " I business on th. UI st day of such month, 
•Mid thereafter, smh proceed, actually received h\ t l " - Cr..Hl.e alter lhe opening of business on thc 
iir.st day ol each Accounting Month and prior to the close of business on the last day of such Account-



i ng M o n t h shall he deemed to have heen n tv ived and applied immediately after thc opening of 

business on thc first day of the nex' succeeding Accounting Month, p iovid-d, however, thai, i f anv 

date of application specified above shall bc a Saturday, Sunriuv or legal holiday under the law of 

thc jurisdict ion in which smh proceeds are act J.illy received by the (irantee, such pi oceeds shall 

bc d e m e d lo have heen nveived and applied on the last business day next preceding such Saturday, 

Sunday or Icgjd holiday in such jurisdiction, but the amount of such proceeds lo bc applied pursuant 

to subparagiaph (a) of tliis Paragraph '> shall nevertheless be the amount under subparagiaph (b ) of 

Paragraph 1 of this Con cynncc uevrued up to (but not including) such Saturday, Sunday or legal 

hol iday. Such piocx-eds shall be deemed to have been applied on the first day of each Accounting 

M o n t h as follows: 

( a ) First, lo the amount leferied to In subparagraph i jv ) of I'aragiaph 1 of tin's Conveyance 

accrued up to (hut not including) thc dale of such application, and 

( b ) Second, to the amount referred to in subparagraph ( c ) of said Paragraph I . to the extent 
then Bsccj luined, and 

( c ) Third, to the reduction of the unliquidated balance oi the Primary Sum, 

p rov ided , howevei, (hat, in the event such proceeds so applied on the fhs: day of anv A minting 

M o n t h shal! be insufficient to COACT the fu l l an omit specified i d (paragraph (a) of ihis Pa ni graph G, 

thc nrdiquidaled balance of the Prima n Sum shall forlhvvitli be increased (to the extent permitted 

by laxv) by ur amount efpial to tbe amount nf such detieiency, 

W i t h i n IP days aftei the date of eaeh such application by the (irantee of any proceeds of Subject 

Hydrocarbons, the Crantee wi l l furnish oi cause to be furnished to the Crantor a written statement 

shoxving the application of such proceeds in accordance with the provisions of tbis Paragraph 6. 

7. Marketing the Subjeel l lydioc.i ibuns. The Grantor. ;tl its expense, shall market, or cause to 

bc marketed, tin Subied 11 vdrocarbons for lhe hcsl price i eason ably available when maikctcd, and 

i t shall not be necessary for the Giantcc lo join in any Sales Contracts (as Lcrciuaftci defined) or anv 

aincncbneiit thereof. In lhe event the Ciantur shall take anv ol the Subject llydrocsul '-is for its own 

use, the Grantor sha!'. pay lo the (irantee, nn i» before tin- het day of the Accounting Mouth during 

xvhich such ta! mg occurs, U price equal lo the fail market value al the wellhead of Subject 

Hydrocarbons so taken. 

8. Sales Contracts. Tin ' Grantor w i l l duly r . rforni all obligations binding on it under all con

tracts and agieements for tin sale of Subject IP dmeuibons or ; ny portion thereof, whetlu r presently 

exis t ing or heieafter entered ini i (ail sueli o . it racls and agreements being the "Sale Contrac ts"), 

in accordance with tlie tenn- heieeif and wi l l lake all ippropriati me.e.uiis to enforce the perform-

ancc under each of thc Sale s Contracts of the obligations of tin purchaser there under. All Subject 

Hydrocarbons sold by the Gi.tutor, whether ptn mailt t.i tin te rins of lhe Sales Contracts or Otherwise, 

shall be deliveicel by die Grantor to I'ne pimha-ais th. icof into Ihc pipelines to which the- wells 

producing, sn. h Subject llydrov arbons mav be con.ieeled or lo such o l l n i point of purchase as is 

reasonably required in the marke ting ol such Subject Ilyriiocarbons. 

9. Withholding nnd Itcslitution of Proceed' of Subject llvcboearlmns. Al l obligations of the 

Gran tor heicundi-r shall be subject to the applie.ible provisions o| • !„• Natural Gas Act and all appli

cable roles and legulatioiis ol the I'edcral power Commission. Kates pe nnitted under the Natural 

Gas A c l and said rules and regulations 10 be paid foi g.is included in Subject Hvdrocarbons shall be 

controll ing, i i varying f iom prices established m Sales Contracts or if chile n u t Inun the fair market 

pr ice at the wellhead. The Crantor shall In i nlitlccl lo u;.e i l ' reasonable discretion in making filings 

w i t h the- I'cde ial Power Couiniissiou affecting Su1 • -.1 11 \ ri:m .uhonx. If anv pioooeds ol Subject 

Hydrocarbons shall he I'.ilhli.-ld for a'nj ieason v\h c-vci im hiding, without limitation, vvithholdiiig 

by the Gnmloi pending f i n d nppiov.d ol rale iuci ses filed v. i lh the- Federal Power Commission 

tho Grantee shall not be deemed In havi n ee ived m ieali/cd .- uch proc-e eds until , and nnh- to the 

CXlCUt that, such proceeds shall actually have been received by (hi Gi utee. If , at any time before 
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or alter receipt of thc fu l l aggregate si m specified in subparagraphs (a), ( b ) and (c) of Paragraph 
\ uf this Conveyance, the Crantee shall he compelled, fur any reason whatsoever, to make any pay
ment or restitution, or sueh payment or restitution shall he made for thc account of the Grantee, on 
nccbrut of any proceeds ol Subject I lydrocurbunt, which procee ds have already been applied pursuant 
to the provisions of Paragraph 0 of this Convevance, the unliquidated balance of the Primary Sum 
shall forthwith he increased by the amount of the proceeds so paid over hy or for the account of 
the Grantee phis the amount of any payments made by or imposed against the Grantee in thc nature 
oi inteii st, damages and pe nalties; provided, however, that if at the time of such payment or 
restitution the entire Primary Sum shall have been liquidated, the Primary Sum shall bc deemed not 
to have been so liquidated and the unliquidated balance oi the Primary Sum sliall Ire thereupon 
deemed to he in the amount of the proo eds so paid over plus the amount of any payments made by 
or imposed against the Giantcc in the nature of interest, damages and penal*ies. 

10. Proiection to Purchasers of Production. No person purchasing or talcing o.' pioccssing any 
Subject Uydrocarlioiis shall be required to take notice of, oi keep informed as tc, the discharge or 
termination >l the Production Payment until the actual receipt by such person of written notice 
advising ..uli person of such discharge in termination. 

11. I'liymcnt of Tav-s. The Granloi wi l l tender and pay, oi cause to bc paid, punctually, before 
they shall hecoim delinqin nl (or as to am thereof which aie being contested iu good faith, promptly 
nfte-i the final de 'termination of such contest), all ad valorem taxes (c»r laves imposed in lieu thereof) 
and . transfer, iiiorfgace, gross produclion. mining, sever, m r , occnp..tion1 excise, sales, use, 
franchise, income and otlu i taxes and assessments oi every 1 ind and character whatsoever (other 
than federal income taxes of the Crantee) imposed or assessed wi lh respect to or measured by or 
charged against or attributable to lhe Subject interests, lhe Production Payment or the Subject 
llvdrocaibons, or lhe pi oceeds the re of, nr against the Grantee- by n a m e.| its acquisition or owner
ship " f lhe Production Payment or against any . - , igm. oi the Production Payment by reason of his 
or its inlcre 4 .LS assimice, lugclher wi th any inkiest or p'-n.dtx payable in conncctun therewith. 

12. Ccvcuanls of the Grantor. Until such tunc as lhe Production Payment has terminated as 
provided in Paragraph 5 ol this Conveyance, the Granloi w i l l , nt its expense; and regardless of who 
may be the eperator or operators of lhe- Subje e l Inteiest-., cause: 

(a) The- Subjeel Interests to be maintained and developed nnd continuously operated for 
tlie production cf l lydrocai ions iu a good and workmanlike inannei nnd iu accordance with 
sound fie ld practices and ..11 applicable federal, state and local law-., inl i s and regulations (except 
those being contested in good fa i th ) ; provided, however, if lhe- Grantor in good faith and in 
conformih V ith sound held practices elects not to participate- iu any opeiation which is to be 
coiidmte 1 under the' te rms of nn operating agreement, unit operating agreement, contract for 
devclupmciit or simil u instnunent e ntered into by the Gr tutor oi its predecessors in title per
taining to lhe development and operation of any Subjeel Interest (or any portion thereof) and 
whieh alios.s any consenting party or parties lo conduci uoiiconsenl epilations, then, during thc 
period or periods in which l l . consenting party or parties- are- entitled tei receive Subje ct Hydro
carbons attiih a ible t>> l i Subjc e ( Inlercsl (or portion the n o f ) by the terms of such instnunent 
pending Ihc n eoupuu nl oi re ccipl of lhe sums eh te . mined thereunder, lhe Grantee shall not he 
entitled to receive or be deemed lo b e e received (but only during such period or periods) pro
ceeds In n Subjee l 1 b elroe-aibons attributable to such Subject Interest (or portion thereof) to tho 
extent aflecled thereby. 

(b) All rentals, loyalties, and all liabilities of any kind or nature, including, without 
l imit .ui ui. all liabilities fo i labor, material, supplie s ami equipment incurred in, or arising Irom, 
the aelniiuislraliou, ope ration or development of, ei lhe gathering producing, treating, processing, 
storing, marketing oi l ianspoi l iug of, the Subjeel liydiocaiboiiK, le> be paid punctually w h i n 
due. .a, as lo any thereof which are be ing contested in good faith, piomptly after Ihc final 
determination of such contest. 
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(c) All machinery, equipment and facilities of any kind now or hereafter located on the 
Subject Jnleu '., n m j necessary or useful in the operation thereof for the production of Hydro
carbons Oierefi un to bc provided and to bc kept in good and effective operating condition and 
all repairs, rem .vols, replacements, additions and improvements thereof oi thereto needed for 
tuch puqiosc to be duly made or provided. 

(d) All necessary and proper steps lo be taken dilige nth to prolect arrd defend the Subject 
Interests, (he Subject 11> diucarbous and tho proceed, thcieof against any adverse claim or 
demand, including, without limitation, th" employment or use ol counsel foi the prosecution 
or defense of litigution and the contest, settlement, release o. disc-harm of any such chum or 
demand. 

(c) Written notice to be given to the Grantee of every adverse claim or demand made 
by any prison (including nnv government or governmental agency ) nflectiiig the Subject Interests, 
thc Subject Hydrocarbons or the proceeds thereof in any manner whatsoever, or ol any proceeding 
instituted with respect thereto. 

(f) 'J'he interest of the Grantor in each of the- Subject Interests ie> be kept free and dear 
of Bens, charges and encumbrances of ever) c haracter, other Ihau tliose which nre of a character 
Customarily found in conn-ction with comparable drilling ami producing operations and which 
do not materially adve rse ly affect the operation of the Subject Interests and other than those 
becoming effective only af t t i termination of th-. Production Payment iss provided In Paragraph b 
of this Conveyance. 

(g) Subjeel to the previsions e>f Paragraph ID ol tins Con,cyan' . , all Leases included in 
or relating lo die interval described or referred lo in Inhibit A arid under which the Grantor is 
lessee, sub-lessee, or assigne e lo be- maintained in full force and effect without amendment, 
modification or waiver of any provision ol any sueh ' as.- which might materially adversely 
affect lhe rights of the Gi ee under this Oiiveym 

Anything contained in thi . Pai .graph 12 to the contrary notwithstanding, the Crantor shall not 
be obliged el to perfonn undertakings performable onlv by the ope rator and wl ich an- be yond the 
control of lhe Grantor, witli respect to individual Subjeel Interests of whieh it is not Ihe operator. 
In such case, however, tlie Grantor wil! use Us best clients to secure- lhe pcifoimancc of any such 
undertaking'. 

13. Access to (he Subjeel Inl*.-resls. The Grantor shall permit anv one or more- representatives 
designated hv tin- Grantee to in ike any llispi ction of the Subjeel Interests at any reasonable time as 
the Grantee may reasonably ropiest. In ndditiuu the Giuutor shall liiruish lo the Crantee such 
detailed information ILS the Grantee may reasonably request in w:..ing cone-ruing the Subjeel 
Interests, (I operation theeof and lhe produclion and sa'c of the Subjeel Hydrocarbons. 

14. Pw ling n id Unitization. Anything heir in lo ibi rn , , : -TY notwithstanding, lhe Grantor -aay, 
without tin cousi n* of the Grantee, pool, combine, commuuili/c o. unitize n«j Subject Interest 
(or nny portion thereof) from time lo time with other leasehold, mineral or other inleiesls to fonn 
units win n, in the judgment of the Grantor, it is necessary or dvisuble to do so in order lo facilitate 
tlio orderly development or opeiation (including reprcssuring, pressure maintenance, cvcling. water 
flood Hnd secondary recovers operations) of any Subject Interest (or any portion (hereof). Forth
with, niter lhe foi mat ion ol any unit, .he Grantor shall furnish In (hc Grant I T a tme copy ef the 
pooling ap eement, unit designation nr any nlher inslrumenl creeling such unit, together with, 
upon request " I lhe Grantee, any operating agreemenl re lating lhcn-to The interest in any »uC*i 
unit accruing or attributable to any Subject Interest (or nny portion thereof) included therein 
shall lie subjeel lo the Pioductiou Payme nt in Ihe same manner and wilh the same elb-ct as though 
such unil wen- in existence on the: Effective Dale. The signature oi joinder ol the Grantee shall 
not be necessary 1° die instrume nts evidencing '.he: pooling and uiritf/aliou here in authorized. 
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15. Default Ky the Grantor and the Remedies of the Grantee. Should tho Grantor default in 
the perfoiiiiaiicc or observance ot any covenant or agreemenl provided iu this Conveyance to bc 
performed o; observed hy the Grantor, and should sueh default continue unremedied for 30 days 
(or for smh longer period as may he necessary to complete performance diligently commenced 
within 30 days.} f rom t l - delivery lo th,- Grantor of written notice of such default, the Grantee 
may, in addition to pursuing any or all other remedies available at law oi in equ'ty: 

(a) Effect performance or observance of such covenant or agreement on behalf of and 
at the expense of the Crantor, in which event the Grantee may expend funds icasunably nec
essary to chect such purposes and shall be entitled lo reimbursement iherclor from the Crantor, 
together with interest on such umnunls at the- rale- of 7% pel annum f rom tin date of such 
expenditure to the dale ol reimburse ment. 

(b) Upon wri t ten notice to the Can lo r , succeed to all lights of the Crantor with respect 
to tire possi ssim:, ope ration and development of the Subjee l Inte rests, and may use iu cojuiec-
tiern therewith all of lhe appurtenant property, both real and personal, situated upon or used 
or held for future use in connection thorcv-ith, or i.i connection w i l h the- production, storing, 
transporting or sale of the' Subje ct 1 lythoeaibous. and the Ciarilcc shall have the right, on behalf 
of and lor lhe account of the- Grantor, to se l l the Subject Hydrocarbons ; ,nd the Grantor shall, 
upon demand, reimburse- the (irantee for all amounts so expended by the Giantcc, together 
with interest on sueh amounts at the rate of pel annum from the date of such expenditure 
to the elate of reimbursement. 

(c) Apply to a court ed e-epiity for the- specific performance or observance of such covenant 
or in aid of th'- execution of any powe r herein grunted and for the appointment ol a receiver of 
tin- Subje ct Interests and the Subje c t Hydroc.Ulions. 

16. Kxcrei '- and Termination of she Keou-dicx of lhe Grantee. All rights and remedies granted 
by the piovi.ion-, of Paragraph IS of line Conveyance and otherwise be longing to the Grantee sliall be 
cumulative and no exert -e of anv right or rerneriv .dialI preclude- the- exercise of any other right or 
remedy. Any right or reined) mav be exercised on one or more o - asions w i l l ! exhaustion thereof. 
Al l rights and iciucdie-s shall terminate: 

(u j When the- Produclion Pavment is discharged and all amounts then due nnd payable 
lo the Grantee pursuant to the terms of Paragraph b j of this Conveyance (including amounts 
payable lor interest) shall have heen paid in f u l l ; or 

(h) At any cnrlici time- when all dri.iutts of the Crantor shall have been remedied and nil 
such aim nuts shall have- been dulv p.eid in lu l l , wi th n i t pit j dice, hove ver, to the exercise of tiny 
right-, and remedies conferred upon thc Grantee upon anv subsequent failure of the Crantor to 
perform oi observe anv of lhe covenants or aguemclits hciein pioviehtl to bc oerformed or 
observed by the Grantor. 

17. Reports ' » lhe Grantee While the- Production Pavment remains iu force- aiul efTect, the 
Grantor wil l , at as expense, fumish tn lhe Grantee wi lh in 1.') days afte r lhe end of each calendar 
month, a re pent showing for such cde ndar month ( i ) lhe quantity of Subje et Hydroeuboes produced 
and sold en taken by ihe (oati tor for its n.e and ( i i ) Ila gross proceeds received f i o m the sale, or 
attributable to such taking, of .such Sublet! Hyehoc arlions. 

hS. Warranty of Title-. H i e Craultjr covcnnnls and vv.urants that al the time of the- execution 
and deliverv of this Conveyance, Ihe Grantor has good .mil marketable title to the- Subject Interests, 
subjeel onlv to such exceptions, charges, liens or eucumbianci s, if anv, as are set lor lh or referred to 
in Exhibit A; thai 'he Giautor has thc power and right to create and confer upon the C'-mtec the 
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rights of lhc Grant' • gr mtcd by tin terms of this Conveyance: ..id that there arc no suits or pr reced
ing' pending or, to the knowledge of the Gran or, threaten' ., u 'ainst or affecting the Subject Interests 
before any court or t>y or before any governmental eon .nissiu-.;, bureau or any regulatory authority 
which if decided adversely to the interests of the Gran.or sl a.l materially aflei.t the rights of the 
Grantee pursuant to this Conveyance. The Grantor hen by I .. Is itself, its successors and assigns, to 
warrant and defend forever lhe rights under (his Co ivcynicc of the Grantee, its successors and 
assigns, against the la.vful claims and demands o' • r\ person who shall chiim the same or any 
|>(»rt thereof, and th" Grantor . i l l irnh nm 'y ' h« I uc Grantee harmless against and from all 
loss siifier. d by '. Grantee resulting bum ac Inure of or defect in the C".,->«o-*s title to the 
Subject !ulcrest, and the productio-.. of llydroc.rboi is warranted as aforesaid, ine eoveivi.ts and 
warrant1'' ot this ParaGraph bs shall , uwivt the di;-. irge ot thc Production Payment. 

lf'c Transfer of the Subject Interests. Except lor the cons tyanc-c ol prnduclioi ' . nts 
becoming effective only after I •nninution of the Production P,- yinetil as provided iu Par. t f 

this Conveyance, prior to such I -non tlu- Cranio;- shall not, without the wrilie'u y n n. i the 
Grantee, make or permit any s me ler, abaudotime.-i.e, sale, co ivcynnce, ;•• 'giancnt, i se o> se lease, 
hi whr'e o- ni pa rt, of v • ' i 1 Su.jje:cl Interests; pros'ided, however, that the Grantor xli.u. n > • "lie 
right ' surrender, i h. n ,. ( derwisc tenmnate (cither voluntarily ur j.ivohmtarPy) any H the 
Subject bile-rests tor n portion (hereof) when tin re is no well loe:'.ed thereon whi'n is eup.il,' • of 
producing I l y h o u oo in pay ing tjuantilies and when the Grant' i has reason;.biy determined Lhat 
(i) no crusting s>\'l .. U recompleted thereon as .1 well capable of producing I lyd oc trboiLs hi 
paying tju.u.lilies, • no additional Well could bt drilled and completed {hereon wide1, would he 
capable ol producn 'tedroc'.rl.'Ons, ove| and abuse the cost of drilling and comp1 ting same, in 
paying quantities, i id v i i i ) no prcssun maintenance or sccondaiy ret""very opcrnt* > is may be 
instituted with resp ci to any well then on whieh '.vould jaiise sueh wc! to be capable of produeing 
Hydrocarbons, over and above the cost ef instituting au 1 completing such pressure maintenance vr 
secondary recovery '-"oration, i " paying r|uauti!ic.s. ! or the pu- oo.-.. s of ihis Paragraph 19, thc 
words "in paying quantities" as applied al any time to tbe prodnci • capability of any well shall 
mean that, in lhe light erf conditions existing it the time ol dete a 'ion nod which reasonably 
appear l> be not tempi nary, such well is pioducing or is or will be '.t.c ed producing Subject 
Hydrocarbons uho&c aggregate value exceeds e i will exceed the- (.' aut •. s share (as he owner i f 
tlie Sauje ; piterest on which such well is |e)i':,ted( eif the direct cost ul operating such veil. 

In each case whi n the preceding par. graph oi .his .'aragraiih lu permits the Grantor to sur
render, nb:tndo:i or otherwise terminate any ul thc St.• Interests (or any portiun thereof), then 
(a) any of the Subject Interests (or any l.ortitru liicn-ol) which au ..o sUireedcrei', ahan ione«.' .. ter
minated shall upon surrender, abandonment or termination cease' to be a Subj ct interest, and (b) the 
Grantor, iu lieu ol surrendering, iibaiehnu . : or terminating any of the Subject lul. rests (or iu.y r-ortion 
•he« of), m iy sell, i.ssign, sublease, burnout or ei use- the s tme fit-e ant! clear oi the- Production , ay-
menl t ithout the consent of the Cranlec, and Ihe Ci.inice shall noi have' lhe right to any proceeds 
from such sale, assignment, sublease , fannout or t mvey autre ; piovided, however, that are interest 
in uny such Subject Interest (or any poilinn thereof/ which may be- excepted from such s,u. assign
ment, sublease, farmout eir conveyance ; id retained bs- the: Grantor shall not |>r re-leased Ihereb, from 
the Produt'Uon Payment. 

20. Exception to Paymenls. The it • ptanee by lire Grantee of any piyinent hereunder shall 
not preclude lhe >aule-e from Inking > .plion to the correctness of lhe amount thereof; piovided, 
however, that nny such exception must nc specified by Ihe Grantee in a notbc given lo the Cranio. 
widr'n 12 monlhs afte r die- elate sueh pay'l.ient is m;ide. 

21 Transfer of llu- Pruduction Pnymcnl. Nolhiii" etmt ueel in this (annoyance shall be con
strued to lin.it en icstiict ii any way lhe- right ol the Gnuile to se l l , convey, assign or mortgage the 
Produc'.. . Payment, in v l jle or in pari. 
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.2. Rights of Mortgagee or Trustee. If the Grantee sliall at any time execute a mon gar"- or 
deed ' f trust covering ali or pari of the Production Payment, the mortgagee or h iM.cc tiicrcie named 
oj ih i holder ot any obligation secured thereby s! all be entitled, to tlie extent sueh mrrtgage or 
deed of trust so provides, tu excicixe all of the rights, remedies, powers and privilege, confci -• d 
up n the Grantee hy the terms of tins Conveyance aud to give or withhold al! cunsvntj required to 
be obtained hc.cundcr by the Grantor, but the provision of this Paragraph 22 >|i dl iu no way bo 
deemed 01 construed to impose upon the Grantor any oblig; 'ion or liability u.ica r i . 1 • n by the 
Gtantee unde such mortgage or deed of trust or under tin ohii ncoii secured then 

2.°. Notices. Any notice, request, demand, leport or otl .. iu-truuicnl which i ... i>. required 
or pei mitt d tu he i v t ;• oi lurnished to or served upon citb • f uly hereto or ether peison se.ee fding 
to auy inteiest of eit ' . p.'.'x hereto shall be deemed suflici ally gi\e:i ru furni* u ••.d CP ed if in 
writing and deli'..ret lu «uu " ' ty or person or to au officer of sm h parly o pei 1 or tcpositcd 
in the United Staes mail i. .. e ded envelope, n '.""i-n ' villi postage piepaio ndeb se ii lo the 
Granior to Penn/oil i i . . . . ' A ' Pox 2907, Houslon, Tc.vis. nd il to lie- Gianlec lo ' ./oil Place, 
P.O. Box 2'K>7, Houston, uxas, oi tei such other ndurr.sa .s ; a part; or pi .son tee be ;.uJ»'*ssed shall 
have designated l y written notice lo the party •• p . • ..ivnig such notice oi furnishing such 
report or making .arch request ee dementi. 

24. Furtliei Usurnnecs. ao long as permitted by ; 1 ,'' ..bl«* law so ; > th , the Grantor will 
execute and delive r all such other ai d adihlional inslrmlicn •. : Hires, releases, icquitlaucr nnd otlier 
documents, and will do a', sue'' >ihci ae is ami things, as mav be .uvessarv mure lully tv assure lu 
the f*r;«it> e all file ri'hts and interests herein aud hen.by granted or intcutled so lo be. 

£5 ' l fIi , vo Effect All the covenan's and ngvii'im'ntx ol he Grantor cont;'in eel in this Con-
Vtrs'.i' -..all be deemed it) bc covenants running wilh the hull and s tail bc binding upon all 
• ace i> in interest to. and al! assi\ns of llu; (Ir.inter and shall imn.' tu the beta lit of all suvcessors 
in .nlerest t i pud all assigns uf. i u. (".i.uilee. The provisions of ihis Conveyance shall inure I " the 
benefit of and bc binding upon l'i< respective successors am' assigns ol the Granloi .aid the (irantee 
from aiul after accept.oue by th • Grantee. All rcfcicnces herein lo eiiht i the Grantor or the: Grantee 
shall include their icspective s'.ccossois and assigns. 

20. l i t lea: cot Failure e, 'Title. No release by the Grant! • of anv part of the Subject Inteiests 
from the Production Payment, and no loss or failure of title to nny part ol the Subjeel Interests shall 
have tlie eflect of .educing the amount of the pmcce' from the sa!" ol produclion of HydrocaTions 
out of whieh lhe Produclion Payment i> diseh 'igeabli oi rcduc:] g the amount eif the Production 
Payment or creating anv oils-. : r other prcjiidii-c !o the Prod- ction P.v ment, ami the1 Pruthiclion 
Payment skill irontinuc ni full force and effect as to the icmaimier o f the Subje el Interest until the 
full amount of the Production Payment has been received by ila C nice as herein provided. 

27. Final Termination. Notwithstanding die other provisions bet ... the r 'netion Payment 
shall, iu any cent, terminate 1 lay prior to the expiration nf 21 years after thc d alb ol thc survivor 
of all thc descendants ol Thcod« .c Hoost-vell, late President of the Uniied Slult ., who a.'e living on 
the dale hereof. 

98. Headings. Paragraph heading, used in this Conveyance arc for convei icnec only ar.d shall 
not nhe"t thc cuiulrutMon of this Conveyance. 

I N WITN «S Win r >i, this Restated Instrument of Conveyance of Protluction Payment amends 
u.i I restates the ""'.nuiient of Com. .on .• • I'.oduction Payment dated us of March 1, 1974, as 

'lofore amended and rt Uate.! md tlu parties lime caused this Pu stale tl In.st.unicut of Conveyance 
ol Production Payment In be duly executed iu the pie • ne. of Ihe undeis:"iied witnesses on the dates 
of their respective fi.kuuvvli'dgiiicii.s annexed hci.io, iu se veral cuuutt-i parts, each of xvhich is an 
original and a!! of whieh ine identical, bach of such counterparts shall f i r all purposes bc deemed 
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to be an original, and all -uch lnuntcrparts togiilii-r shall constitute but one and thc same Ins'nunent. 
Tlie di-le of this Im'm icnt shall bc deemed lor all purposes to be the da! first nl ove wr'.tten. 

Witnesses: PENNZOIL LOCISIAN/ ASU TEXAS OtwuonE, INC. 

by 
Vice President 

ATTEST: 

Wit losses ; 

Sccretanj 

[ConrortATE AT 

IYA*VZOIL CO'. 'I 'AVY 

by 
Group Vire President 

ATTEST: 

Secret t< 

[COHTOIUTE SKA!.] 



THE STATE OF Tw ) 

CklUNTY OK 11 f 

Hi. I T RU.IIJ LEHEII lli.it I , tin- u idrrsigned, .1 Noti.y Pi blic duly qualified, sworn und acting 
in und Iru tin- County and State nlo'os.iid, hereby ccitify that, i. > this 1st day of November, 1977: 

lUniidaiu) Before ine appeared W. It. \ \ u.ki i SON, tu mc p< .xonally known, who, being by inc duly swom, 
did sny that In- is Vice President uf I uv.v/oii. LOUISIWA AND TKXAS OITSIIOHK, INC., a Delaware 
corpomti >n. ami that l 1 i- seal affixed lu the foregoing imbimient is the ee-".rate seal of said corpora
tion and lhat tin iiisbann nt w is sigued ind sealed iu behall of tin coipirilion by authority of its 
Board of Directors and that \Y, l i , Wn wnive. acknowledged the instnim' i t to be the free act and 
deed id the corporation. 

(|/niisii na) Bcluie ine appeared llAiau.ii E. Soiu-nt.to . > personally known, wli <, being by nu- duly swom, did 
say that ho is a Croup Vice I'lesident of I'l s \ /u i . Cosn A W . a Delaware corporation, . ' lhat the 
seal affix-d In the ion-going mstiuiiK nt is the idip.u.tlc seal of said coipnatiun .ml ih it •!:•• 
instru.ui nl xvas signed and sealed iu beh.dl ol lhe (nipoi'ation I e authoiity of its board of Ui rectors 
and (hat HAIIOUI E. Sonron ncknowh-dged the instalment in be the free act and deed of thc 
corpoi alien. 

( l ias) Bcfo.e nn on this da\ personally app-uei' \V. Ik \ \ .TKCIVSON, known to me to bc the person 
xvhoso name is subscribed lo the foicgoing in lumcni and known to mc to bc a Vice President of 
PENNKOU. I^UMSIANA ANI> l i AAS Oi i sin nu:, I M . . a Delawaie cvrpoiation. and acknowledged lo me 

that be executed said instrument foi lhe purposes .md eonsidci.itit. u lin rein expressed, and as the act 
and deed of said corporation. 

( l i vas) Ilcfoic ui'- on ihis du\ personalis .ippe.ued HAHOI.II E. Snmon, known to me to be the person whose 
name is subscribed to (In foregoing instrument and known (r me to be a Croup Vice President of 
P I NN/I>n. COMI-ANV a Di I.e. ne eoij itmii. and acl.no.shil ' i .1 to me lhat lie executed said instru* 
ment fm the purposes and consideration therein expressed, and as u»e act and dec i of said corporation. 

I N W'IIM.SS \ V - I . . . . n , 1 has' In ,' iuu , -el my hand and official notarial Seal, in the Cily of 
Houston, County (1 iiaii is, Slate ol f !'.:• Ul day ol November, 1977. 

Notary Public in and for Harris Coun*y, T?xas 
My Commission Expires 
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E X H I B I T A 
T O 

CON EVANCE OF ITtODUCTlON PAYMENT 

BLM or Smir 
Lease No. 

OCS-C2839 

OCS-C2224 

OCS-C2225 

OCS-C32S4 

OCS C222S 

OCS-C2S ' I 

OCS-C255;; 

OCS-C28F -

1>CS G2SC0 

OCS-C2«S? 

OCS-G2S83 

OCS G25S7 

OCS-C.2SS4 

OCS-G2Soo 

UCS-C2900 

OCS-G3ihO 

Efft, 

1? 

2-1 

2-1 

8-1 

M 

12-1 

5-1-74 

12-1-74 

12-1-74 

12-1 74 

12-1-74 

5-) 74 

12-1 

12-1 

-7i 

12 T 

/ - I 

7-i 

7-1 

Dtw.-lptlnri 

( A l l Federal lease- are as shown on Official 
Outer Continental S l id ' Leasing Mnp-.J 

Al l <il Block i )2 . Wesl C.mari l i i Aiea. 
West Addidon, OCS C.ilieial Leasing A-ap, 
Louisiana Ni p No. 1 \ 

Block 532 W f . Cuiieton A n a , Smith Addition, 
Oflieial I.e.. .me Map. Louisiana Map No. I B 

oiorl ."> >. Wesl Camel on A n a . South Addition, 
Olli'.ial Leasing Map. Louisiana Map No. IH 

A l l of Block 503, 'Vest C m *ron An .., South 
Addition, as shown on OCS Officii . i.easing 
Man, Louisiana Map No. I B 

Block :7)() Wesl C n i ron Au a. South Addition. 
Oflk.al Leasing M..p. Louisi.ua Map No. IB 

Al l of Bl - '. e<W, Wc ! C ameron Area, 
Sonli. Addition, OCS Ollicial Leasing Map, 
Ij tni i '.n a Map No. I B 

Al l ol i i 1 k 017 West Cameron An a -
S .,eh Vdih'ien.Ofilci d Leasing Map. 
I iriisi:i:i:i ' n No 1P 

. II it Bloel il id East Cameron Area. 
. , ' ith Addition. OCS Oflieial Leasing Map, 
Lon. .i.ma \t:.p No. 2A 

A l l of Bli.'-k Si37, East Canu io i i Arc . 
Soulh Addition, OCS Oflieial Leasing Map, 
Louisiana Map No. 2 \ 

Al l of Black 12.:., South Marsh fslaed Area, 
Soulh Addition, OCS Ollicial Leasing Map, 
Louisiana Map No. 3C 

Al l of Block 127. South Mars , Island An i , 
South Addition. CCS Ol ;ieial L. using 
Louisiana Map No. 3C 

Al lo t Block 128 Soulh ..la rsi Island n a . 
Soulh Addition, (biie ml la using Man, 
Louisiana Map No. ! C 

Ml re i'Joik 12'), Smlh . hush island An-a, 
Soulh Addition, OCS Offic ii I '.e .sing Map. 
Louisiana Map No. 3C 

.* II of Blue I 111 Suith Mars' island Area, 
South Addition, OCS ' ulieial leasing Map, 
Louisiana Map No. ,vJ 

A l l ol Bluek 201. Eugi ie M a i n ' A ., '»CS 
Official Leasing M ; i , 1 • :. • ,\lap is'o. 4 

A l l of Bloe k 202 En e.l . e.l 1 ea, 
as shown on CCS > ia! Le —.. ng Map, 
Louisiana Map No, i 

Map, 

Or tin toi 
Undivided 
Percentage 

Interest 

25.00?; 

20.07% 

20.07% 

25.00% 

21.2*250', 

0.6GGG7% 

e.eeoo ;% 

1G.6GGG79J 

1G.G0CR7% 

0.6t 167% 

6.60607% 

6.600C7',; 

0.00607% 

6.06667% 

16.06007% 

16.66667% 



E X H I B I T A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

BLM or Slate 
Ixn«p No. 

OCS-G2607 

OCS-C2317 

OCS-G2177 

Effective 
Dale 

5-1-74 

2-1-73 

11-1-72 

Stutc Lease Ne. 6310 5-13-74 

OCS-C21R5 10-1-72 

OCS G3193 7-1-75 

OCS-C3195 

OCS C2947 

'. r s G2193 

O \-; -03202 

7-1-75 

12-1-74 

10-1-72 

7-1-75 

Peaeriinton 

Al l ef Block 312 Eugene Island Area, South 
Addition, Ohh i.il Leasing Map, Louisiana 
Map No. 4A 

Bloel. 333 Eugene Island Area, South Addition, 
Oflieial Leasing Map, Louisiana Map No, LA 

A l l of libel; 49 South Pass Area 
as shown on official leasing map, 
Louisiana Map No. 9 

Tract 130lo', being those portions of Blocks 57 
nnd 58, Soulh l'ass Aiea, I'latpieniines Parish, 
Louisiana, belonging to the Slate of Louisiana 
nnd not under mineral lease on March 4, 1974 
ond being more particularly described in Ex
hibit A to Assignment recorded in C.O.B. No. 
406, Eolio -165, Bccords of Plaquemines Parish, 
Louisiana 

Block 78, that portion which is more than 3 
geographical miles seaxvard from the line 
described in paragraph 1 of the Supplemental 
Decree of the U.S. Supreme Court entered 
December 13, PJ35 i . . the U.S. v. Louisiana 
No. 9 Original (3S2 U.S. 2SS), South Pass 
Area, Sooth and East Addit ion, as shown on 
ollicial leasing map, Louisiana Map No. 9A . . 

S'/£ of Block 59, Main Pass Area, that portion 
located in Zone 2 as that /one was defined iu 
thc agreement betxveen the United States and 
thc Stale of Louisiana, October 12, 1950 and 
landward of the Third Supplemental Decree 
Line (401 U.S. 3SS (December 20, 1971)), 
OCS Official Leasing Map, Louisiana Map 
No. 10 

Block 72, Main Pass Area, that portion located 
more than one foot seaward of thc Third 
Supplemental Decree Line (401 U.S. 3SS 
(Docembci 20, 1971)), OCS Oflieial Leasing 
Mnp, Louisiana Mnp No. 10 

Al l of Bloek 73, Main Pass Area, OCS Official 
Leasing Map. Louisiana Man No. 10. That 
portion lo ated more than one foot seaward 
of the Third Supplemental Decree .anc (104 
U.S. 358 (December 20, 1977)) 

A l l of Block 140 Main Pass Area as shown on 
oflieial leasing map, Ixuiixiana Map No. 10 

Al l of Block 9!7, Ev ing Bank Area, as shown on 
OCS Oflieial Protraction Diagram NH-15-12 

Grantor* 
Undivided 
Percentage 

Interest 

26.66667% 

28.67% 

10.007o 

20.00% 

15.00% 

25.00% 

21.00% 

91.00% 

10.00% 

21.00% 
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CONVEYANCE Oi-

EXIITBIT A 
TO 

PRODUCTION PAYMENT (Continued) 

B L M or Slate Effective 
l>»»c No. P«tc Df»cri|»H«ni 

OCS-C3203 7-1-75 Al l of B'ock 903, E u i n « Hank An-a. as shown on 
OCS Official I 'rotiaction Diagram NH-15-12 

OCS-G3206 7-1-75 Al l of MOCK N6G3EGJ. Mobile Soulh No. 2, 
its shown o:i OCS Oflieiill Leasing Map. 
Nil-10 10 (Alsoknown a Block 03, Mississippi 
Canyon Area, as shown on OCS Official Pro
traction Diagiam NII-10-10) 

OCS-0235b 8-1-73 A l l of Bloel; A-1!?. High Island Area, South 
Addition. O/licial Leasing Map, Texas Map 
No. 711 

OCS-C2368 8-1-73 Al l of Block A-474, High Island Area, South 
Addition. Official Leasing Map, Texas Map 
No. 711 

OCS-C2372 8-1-73 Al l of Bloek A-4S9, High Island Area, So.ith 
Addition. Official Leasing Map. Texas Map 
No. 7B 

OCS-G2373 8-1-73 Al l of Block A-496, High Island Area, South 
Addition. Official Leasing Map, Texas Map 
No. 7B 

OCS-C31J8 4-1-75 Al l of Block A-499, High Island Ana , South 
Addition, as shown Ou OCS Official Leasing 
Map, Tex-is Map No. <H 

OCS-C2377 8-1-73 A l l of Block A-519, High Island Area, South 
Addition. Ollicial Leasing Map, Texas Map 
No. 7B 

OCS-G2378 8-1-73 A l l of Block A-520, High Island A n a , South 
Addition. Official Leasing Map, Texa.. Map 
No. 7B . . 

OCS-G23S3 8-1-73 A l l of Block A-535, High Island Area, South 
Addition. Official Leasing Map, Texas '.ap 
No. 7B 

OCS-G2701 7-1-74 A l l of Block A-540, High Island Area - South 
Addition. OCS Oflieial Leasing Map, ' I exas 
Map No. 7B 

OCS-G2701 7-1-74 A l l of Block A-545, High Island Area - South 
Addition, OCS Oflieial Leasing Map, Texas 
Map No. 7B 

OCS-C2770 101-74 A l l of Block A-516, High Island Area. South 
Addition, OCS Ollicial Leasing Map, Texas 
Map No. 7B 

OCS-C.2705 7-1 A l l of Block A-547, High I s l and -Sou th Addi
tion, ( K S Olhci.d Leasing Map, Texas Map 
No. 711 

OCS-C2708 7-) ' . . A ' l of Block A-51S, High Island A r e a - South 
Addition, OCS Official Leasing Map, Texas 
Map No. 7B 

OCS-C23S4 8-1-73 A l l of Bloel: A-555. High Island Area, South 
Addition. Official Leasing Mnp, Texas Map 
No. 7B 
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Grantor'i 
Undivided 
Pen-cntiRe 

Interest 

21.007*0 

10.00% 

15.00% 

12.00% 

15.00~ 

io.oor; 

10.40% 

16.43835% 

12.00% 

13.33333',.' 

15.00% 

10.00% 

14.00% 

14.00% 

14.00% 

1450% 



EXIITDIT A 
TO 

CONVEYANCE OE PRODUCTION P A Y M E N T (Continued) 

BLM or Stnte Klli-ctivc 
Ixmc No. Date Description 

OGS-G27J3 7-17-1 Ali of Block A-5C2. High Isl.t: 1 Area-Soulh 
Addilitm, OOS Ollicial Leasing Man, Texas 
Map No. 7B 

OCS-G238S R-l-73 Al! ul P'oek A.-3G3, High Island Ana, "with 
Addition. Ollicial Lousing Map, Texas Map 
No. 711 

OCS-G2369 8-1-73 Al! oi Block A-564, High Island \n ... 
South Addition. Oiueial Leasing Map, 
Texas Map No. 7B 

OCS-GS309 8-1-73 AK A Bloel A-57U,IIigh Island Area. 
Soulh Addition. Oiiieial Leasing Map, 
Texas Map No. 7 l i 

OCS-C2718 7-1-7 t All ol Block A-573 High Island Area -
South Addition, Ol "S Oiiieial ia using 
Map, Texas Map No. T i i 

OCS-C2719 7-1-7-1 Al! ol Block A-5S2 Higu island Area -
South Addition, OCS Oiliciitl I easing 
Map, Texas Map No. 711 

GeS C2337 8-1-73 All ul Block A-272, High Island Ar. i , 
Last Addition, South Extension. Ollicial 
Lea.ing Map, Ti s.js Map No. TC 

OCS-C23HS 8-1-73 All of Block A-275. I huh Island Ar..:. 
Last Addition, Souili i^.steosioii. Oiiii.-iai 
Leasing Map, Texas Map No. 7C . . . 

OCS-C2303 8-1-73 All *if Block A-27-1, High Island Ana. 
Last Addition, Soulh ExtensiV.i. Official 
Leasing Map, Texas Map No. 7C . . . . 

OCS-G2403 6-1-73 All of Bloel A-279, High Island Ana, 
Ea vl Addition, South Extension. Official 
Leasing Map, Texas Map No. TC 

OCS-C3314 4-1-76 All of Block A-2';S, High Island Aiea, 
East AdtUtiou, Soulh Extension, us 
shown on OCS Oflieial Leasing Map, 
Texas- Map No. 7C 

OCS-C2103 8-1-73 All of Block A-312. High .Island Are;-.. 
East Addition, Soulh Extension. 
Ollicial Leasing Map, Texas Map No. 7C 

OCS-G2111 81-73 All of Ulock A-314. High Island Area, 
East Addition. South Extension. 
Official Leasing Map, ' I exas Map No. 7C 

OCS-G;>737 7-1-74 AH of Block A-3J6 High Island \u a -
East Addition —Soulh Extension, 
OCS Ollicial Leasing Map. Ti vas Mnp No. 7C 

OCS-C2113 8-1-73 All of Block A-3?!>, Hi; hjshnnl An a, 
East Addition, South Extension. 
Ollicial Leas eg Map, I exas Mnp No. 7C 

OCS-G2-1M 8-1-73 All of Block A-32% Ili; ;h Gland Area, 
East Addition, South Extension. 
Officii.! Leasing Map, Texas Map No. 7C . . . 

CrnDtor** 
Undividril 
Fcrcciilago 

Inlcrcst 

12.715?' 

12.00% 

12.00% 

20.00% 

20.00% 

14.1187. 

15.337c 

12.00% 

13.S4f.l?'r 

17.00% 

17.00% 

12.007e 

22.85714?' 

14.00% 

14.00% 

14.00% 
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B L M or Slale 
Lease No. 

OCS-C241fl 

OCS-G2418 

OCS-C2422 

OCS-C2739 

OCS-G2i:!(. 

OCS-G2429 

OCS-G2745 

OCS-G2740 

OCS-C27G0 

OCS-C3-I17 

OCS-C3109 

OCS-G3410 

OCS-G3r"H0 

E X H I B I T A 

TO 

CONVEYANCE OE PRODUCTION PAYMENT (Continued) 

EfTective 
|)al<- DcM-riplinii 

8-1-73 A l l of Block A-325, I .. Ishmo An a. 
East Addition, South Exti nsien. 
Official Leasing Map, Texas Map No. 7C 

8-1-73 Al l of Block A-327, High Island Area, 
East Addition, Sotilli Extension. 
Official Leasing Map, Texas Map No. 7C 

8-1-73 Al l of Block A-30:.'. High Island Area, 
East Addition, South Extension. 
Oflieial Leasing Map Texas Map No. 7C 

7- 1-74 All of Block A-339 l l i g n Island Area -
East Addition - Smith Extension, 
OCS Ollicial Leasing Map, Texas Map No. 7G 

8- 1-73 Al l of Bloek A-3U), High Island An a, 
East Addition, Soulh Extension. 
Official Leasing Map, 'Texas Map No. 7C 

8-1-73 Al l of Biock A-351. 11 igli Island Area, 
East Addition, South Extension. 
Oflieial Leasing Map, Texas Map No. 7C 

7-1-74 Al l of Bloek A-355. I l i g l i Island Area -
East Addition — Soulh Extension, 
OCS Official Lensing Map, Texas Map No. 7C 

7-1-74 A l l of Block A-350, High Island Area -
East Addition — South Extension, 
OCS Official Leasing Map, Texas Map No. 7C 

7- 1-74 AJ1 ol Block A-403 I l ig i i Island Area -
East Addition — South Extension, 
OCS Official Leasing Map. Texas Map No. 7C 

1-1-77 That portion ol Main kVss Blocks 72 and 74 
local, d more ihan three geographical miles 
seaward from lite line described iu the supple
mental decree td the U.S. Supreme Court, 
June 16, 1975, (U.S. vs Louisiana, 422 U.S. 13) 
to one foot scaxvard of the Thud Supplemental 
Decree Line (401 U.S. 3SS, December 20, 
1971), as shown cn OCS Official leasing Map, 
Louisiana Map No. 10 

1-1-77 AJ1 of Bl-Jck 331, Eugene Island Area, South 
Addition, as shown on OCS Oiiieial Leasing 
Map, Louisian.i Map No. 4A 

1-1-77' That portion of South l'ass Block 57 located more 
than three geographical miles seaward f rom 
the line described in tht supplemental decree 
of the U.S. Supreme Court, June 10, 197.5; 
(U.S. vs Louisiana, 122 U.S. 13) to one foot 
seaward of the T h i n ! Supplemental Decree 
Line (404 U.S. 3H8, December 20, 1971), as 
shown on OCS Ollicial Leasing Map, Louisi
ana Map N'o. 9 

8- 1-77 Al l of Block 25.1. West Cameron Area, as shown 
on OCS Oiiieial Leasing Map, Louisiana Man 
No.l 

- 1 6 -

Grantor's 
Undivided 
Percentacre 

Interest 

20.66357% 

10.00% 

10.00% 

3-! .00% 

34.00% 

1525% 

11.33% 

15.00% 

10.00% 

25.00% 

23.00, 

20.00% 

30.00% 



Tliis Conveyance- is subject to tlio terms and provisions of thc above-described oil nnd gas leases 
and accordingly, llic Subject Hydrocarbons and lhe proceeds thcrcfioni sliall be calculated after 
deducting the proportionate share of the royalties reserved in each such lease attributable to Grantor's 
said undivided percentage interest in such lease. 

Lease Nos. 0CS-C2S >"J, OCS-C2225. OCS-G2S50, OCS-G2559. OCS C2607, OCS-C2317, OCS-C 
3193, OCSC3195, OCS-C29I7 and OCS-G31J7 referred to above arc each subject to an Operating 
Agreement between Mobil < hi Corporation, as operator, and the Grantor, et a'. as non-operators. 

Lease No. OCS-C2224 referred to ebove is subject to uu Opeiating Agreement between Chevron 
Oil Company, as operator, and the Grsmtoi,it al., as non operators. 

Lease Nos OCS-C e 1 ! . OCS-G2?.4». OCS G2S59, OC>-G2S(>0, OCS-G2SS2, OCS-C2SS3, OCS-G 
25S7, OCS-G2SS4, O O < 2 v i i . OCS-< ..UKi, OCS Glloo. OCS-G21S3, OCS-G3202, OCS-G3203, 
OCS C'2>ln>T (K;S-G2372. OC.S-G311S, Ol s G2"iOI, DCS C24SJ, OCS-G2713, OCS-G23SS. OCS-G23S9, 
OCS-G2719, OCS-C239''. Oca C> 57'J, o t S-G2i:(i. OCS-G2129, OCS-(.:!'. 00, OCS-G3109, OCS-G3416, 
OCS-CSOCJ .uid Slate Li ise No. WIO ief erred lu uho\i are each subject to an Operating Agree
menl between (lie Grantee, as operator, and the Granloi, el al., as non-operalors. 

Lease N'os. OCS-C2177. OCS-G2193 and OCS-G3200 ufcrrcd to above are each subject lo an 
C "relating Agreement between Gulf Oil Ccnpuralion, a . operator, and thc Granloi, ct al., as non-
i -rators. 

Lease Nos. OCS-C235S, OCS-G2403 and QCS-C3314 referred to abo\. arc each subject to an 
Operating Agreemenl between Marathon Oil Comp.ins, as operator, and the Cranicr, et ah, ns 
non-operators 

Lease Nos. 0CS-G2373. OCS-G2377, OCS-C237S, OCS-G2411, OC:S-G2737, OCS-C2413, OCS-
G2414, OCS-G2416, UCS-G:I7-'3 and OGS-G2740 rel cried to above arc each subject to an Operating 
Agici incnl between Cities Si nice Oii Company, as npcinlor, aud the Grantor, el ah, as non-operators. 

Lease Nov (ICS « ' e i_ o(jS-G2-J('-' (J(jS-(;241*> and f'';s-C2422 referred to abow .-.rc ,h 
subject to an Upcraliug Agreement between Sun Oil Compan) (Delaware), as operator, ano die 
Grantor, el id., as uou-operaluis. 

Lease N'os. OCS-G2399 and OCS-1.271S referred to above are each .subjec t lo an Operating Agree
ment betw e en KXAOH COIp'.'ration, as operator, aud the Granior, ci ah, as non-operators. 

Lease Nos. OCS-G2397 and OCS-G239S rcb rred lo above are each subject to an Operating Agree
ment be Iwcen Auiinui! Development, Ine , as opeiator, ,uid lhe Cr..n!ur, et ah, as non-operators. 

Lease N'os. OCS-G27IH. OCS-C"27711, OCS-G2705 and OCS-271W are each subject to an 
Operating Agra-mcnl bi Uweu I'cxaco Inc., us opeiator, and the Grantor, i t ah, as nunoperators. 

'Hie Grantor's inlmsts in Lease N'os. OCS-C2224. OCS-G2225, OCS-G222S and OCS-C2185 
referred to above are suhject to Advance i'uyineul Agreements dated ns of June 13, 1073, ns amended, 
between Grautoraild Lie., d (ias Pipe Line Company. 

The Gnintors interests in Lease Nos. OCS-0222I OCS-G2225, OCS-G2S50, OCS-G2539, OCS-
G2SS2, OCS-G25S7, OCS-G2G07, OCS-G2317 and OG'S C2I93 arc subjeel to liquids purchase agree
ments between Granloi and Aches Processing Company. 

Tlie Grantor's interests in Lease No. OCS-C2224, OCS-C2225 and OCS-G2193 are subject to gas 
purchase contrail: between Giuntor nnd United Gas Pip.: Lino Company. 

Thc Grantors interests in lease No OCS-G32St, OCS-O2S50, IK S-C2559, OCS-G2882, OCS-
G2587, OC.S-G2S.Si, 0CS-G2JIM», OCS-G3150, OCS-C2007 and OCS-C2il7 are subject to gas purchase 
contracts between Gruntoi and Se a Kobin lipe Line Company. 

The Grantor's interest in Lease No. ()f:.S-('2701 is subjeel to a Farmout Agreement dated 
February 2.5, 11)77, as uiutiuSed, l . f lwtvn l'« nir/oil OHshore: (his Opeialors, Inc. (now named Pogo 
Producing Company;, ct ah, us owner or farmer, nnd Mobil Oil ("oipOrat.i.n, ct ah, as farmee. 
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? I ^ ! u ^ ; ' May 12, 19 7G 

Departmen of t he I n t e r i o r 
Bureau of Land Management 
O u t e r C o n t i n e n t a l S h e l f O f f i c e 
S u i t e 3200, The P l a z a Tower 
1001 Howard Avenue 
»tew Orleans, L o u i s i a n a 70113 

A t t e n t i o n : Mr. John L . Rank in , 
O f f s h o r e Manager 

Re: Leases Nos . OCS G-2839, 2224, 2225, 3284, 
2228, 2R50, 2559, 2859, 2860, 2882, 2883, 
2537, 2884 , 288b, 2900, 3156, 2607, 2317, 
2177, 2J.85, 3193, 31S5, 2947, 2191 , 2193, 
2195, 3202, 3203, 3206 
O f f s h o r e L o u i s i a n a 
Leases Nos . OCS G-2351, 2358, 2366, 2372, 
2373, 3118, 2377, 2378, 2383, 2 7 0 1 , 2704, 
2779, 2705, 27 (6 , 2384, 2713, 2388, 2389, 
2390, 2718, 2719, 2397, 2398, 2399, 2403, 
3314, 2409 . 2411, 2737, 2413, 2414, 2416, 
* ' \ B t 2422 , :.739, 2426, 2429, 2745, 2746, 

>re Texas 
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are an o r i g i n a l executed copy and 69 Xerox 
copies of each ot Llu_ following documents: 

1. Amendment to Production Payment Agreement 
dated as of May 1, 1976 between Pennzoil 
Company and Pennzoil Louisiana and Texas 
Offshore, Inc. 

2. Amendment t o Instrument of Conveyance of 
Production Payment dated as of May 1, 1976 
between Pennzoil Louisiana and Texas Offshore, 
Inc. and Pennzoil Company. 



L C M L E . K E L L E H C R , K O H L M L & M A T T H E W S 

Department o f the I n t e r i o r 
Bureau of Land Management 

May 12, 1976 
Page 2. 

3. Confirmation of Assignment dated as of May 1, 
1976 among Pennzoil Louisiana and Texas O f l 
shore, Inc., Pennzoil Company and The F i r s t 
National Bank of Chicago, as Agent f o r c e r t i i n 
banks. 

We request that you f i l e the o r i g i n a l executed copy of 
each of these documents, along w i t h t h i s l e t t e r , i n your f i l e 
aoplicable to Lease No. OCS G-2839. Please also place an addi t i o n a l 
c.soy of t h i s l e t t e r and a Xerox copy of these documents i n your 
f i l e applicable to each of the remaining captioned leases f o r 
cross-referencing purposes. 

We understand that the payment of a fee i n connection with 
t h i s f i l i n g i s not required by applicable regulations, and that 
no approval i s necessary. Please r e t u r n one enclosed copy of t h i s 
l e t t e r to evidence such f i l i n g and the accomplishment of our request. 

Yo irs very t r u l y , 

LEMLE, KELLEHER, KOHLMEYEP & MATTHEWS 

Murphy Moss 

MM/cd 
Enclosure.-" 

Filed and accomplished as requested. 

, 1976. 



AMENDMENT 
TO 

PRODUCTION PAYMENT AiIHEEMENT 

THIS AMENDMENT TO PRODUCT'1 . "AY.vlENI VC:i;: 1 :MI.N I (ln-.riM.ifu-. ca Yd " 
"Amcnd im- l i l " 1, cl.ilcd as of May I . 1970 n ecu P l W / J U I . ( Y I M I A V . a I )c l . .«ar r rtirpoi.uA then 

i i iaf tor called "I'ciiuzoil"), aad P K \ N / I M • I H ' I M W A AM" T K V \ » U I I M M I U . I\< a Delaware UHJ;..ra

t ion (hereinafter called the '•'•unpany' ) 

WiTNrssErii: 

W i n nI:AS, hy means of lhat certain lnslriiine.it of I ' imsry u.ee f I'ludnction I'aynienl i ated av 

of M a r c h 1, 1974 between tin Cnmp.nn .md Penu/oil (su<h I i-trumeiil nl ( 'nuve\ancr being herein-

af te i c a l h d the "Convry.uici•"), tin- ('ompanv ennvryed l<> I ' . en/ni l . aiul I 'rm-yi.il p i>ch\ .cd Irom 

the Company, at Ihr time the liist loan wav mad. to llu ( on undei that u .tarn hank Credit 

Agreement dated as ol March 1. 1971. as l l i c i c i l l r i amend.d ano ta l i , . . of Mas I 197(1, among 

th Company, i h r l ust National Hank ul Chir.iv.> and llu other nan' named therein (such Hank 

Credi t Agreement, as amended and restated he ag hen-malLi called ll> IS.ml. Credit Agi cement"), a 

product ion paNincut hsch.ugc.iblr f rom the proceeds ol pioduction frnm ' . applicable to the interests 

of the Company (herein 'ter ta i led the "Lease! H Inteie>'\"), io those n i t , n o oil and gas leases 

covering lands located offshore Louisiana and i r\.e in tin Culf o i Mcsi io u h u h nilcn-vti leases and 

lands arc described in Exhibit "A" t>> the Com cyauct and in hshihit " V lo \ppi nths 1 lo the l ioduc 

t i o i . Pas.nent Agreement hereinafter l e f e i n d In in an amount np i .d t>> the agiMcuali ptineipal amount 

of t in- loans, plus accrued inteiest and c"i|.uulm' nt fee niUsI iodine, uinl tin- ba 4. On ait Vgieemeiit 

on the date, if any, upon whh u ihr purchase pi ice l l i r i e fm is p. i i i l h\- > nn/. d lo ihe Company as 

p rov ided iu that ce,lan Production I aviueol 'V.'trciiii-nt d..t d . of vlurch I I9~4 between Pennzoil 

1 th C.,...p...,. (s uh I 1 . . . . ! . . . : ; . . . . ; A , : : I . , h.g !: • ! • "pr .wl .wl j , , -

Payment Agreeiueni"), all as more p.utu uhub pnn ided m l i I'nwhn Iton I'.is men' Agn • u i rn l . 

WirenKAS, in order to induce the banks leferied to iu Section 1 nf the bank Ciedit Agreemenl 

(hereinafter called the "Ranks") lo m .kr lo.ms pnisuatit t" the Hank C i r d i ' gieeuuu! and to secure 

the perforin.tnce hy the Coiupuuv o! : ,s nbh» • uiiilei l lu bank Ctcdil t urn-incut, ila Company, 

by that certain assignment dated a • '. V • 1. 197-1 ( lu : i i na f l r i «.dh-d l lu "Assiu nu n ! ) from 

tlu- Compan) In Tlu- f i rs t Nat>.o> o I ' . ,j Chicago, as i 'eni foi he H .nl s (hen iu.iitei tailed 

the "Agent "h assigned t i n . i (' md •-> : I M I IO tin Ac..- it I n Hie piop. i inni . i t . In iiefil of the 

Hanks as th'-ir inteiests u .y ••• r all I ' i i Ju lit!. 1 and i i t t> " of ' lu- C''iup.un in to and under 

Ihe Production I'nuiicn* Ae,n uu nl ui>|.. I to tin- > sept .on • ' I i l l . in •!.. A »inui ! and which 

Assigiiincnt was ahn exeiuUd bs 1 u. ! lor llu puipo.i of its m king lm n presentations and 

special itgiecmenls set o il hen 

Wlir.HF.AS, p.>.sna>t '• (', rcpiest >if t ' . i Ci npany and •*•••• my.a! die A" nt proposes lo join 

hcre-iii for the limited pi.ipo.. set f iu th bcl iw; 

N o w , T:n ni'toiu in > h i !. add to the ' - a h-h 1 ' . o - t s !b«- mh o Is of ihr Company »n 

cer ta in o i l anil IN 1. . * i>g lands lot :•>., ».»ur l-.o.-i. . i . u l ' t is in the Oulf of M e d i o 

adjacent to llu i n , d S' .n . of A i i . r i n . . .u >1 in eo eid. t• ».i of <! . ,>. e i n s and of llu mutual 

covenants and agreements h r ie in coitamed .nd !••!'••. ' 1 > be ]--...dly bound, the putties hereto 

agu e as follows: 

1. Th-Pioduction I' .i . nn 1.1 A n > m ut i hi :< by ..'-n od. >1 , • Hu follow ing respecls: 

( a ) Section 2 1 ol die l ' .odiui..>n I ' . I M K I I . I VJ , nt i . . . h d 11) adding Ihen m th. clause 

", as amended .Hid .est.iled as ol Mas I I ' >. ..lt> i llu \* on I " \ -".tri u i rn l . 

(I>) Se'tion 2.3 ol tin- Pmdt i i l on I'a . .. i Vgirrmrni >s .on nih i l b> adding ihi - .nn tin clause 

", us i i n i i uled and n stati d as ol M \ 1. ! ')7li ' .il 1.i tin wuul Aen < HH-UI". 

1 



( c ) Section 2.4 o( tin' I'nuliH l ion I ' . iynii ' iil Agree un nl •« anic'id. <l by changing llic date 
" J . U I U . I I ; .' IMS t" tic I I in to n-ad " 'J ,i> 111 ' i \ 1. I'lSo". ,ui'l In . • itlin;*, t l i i ' i i in llic clause ", as .inif-iiili ' t l 
a iu l i est a * I IN ol M.ij 1 K.'Tti." . i l l , i thi xvciid "Agm-iiii-nt". 

(c l ) S o| i ] . | ' i . . .hn l ion P.ne.riil t i r e - n u n l is amended hv changing llic date 
"IVce- inlu i I . PIS.!" in p . : ,.-i.ij»h ( i r ) th. i t i l l to ic.ul *i>«i 1'iiilni i l I'.JSI". and h\ adding th r i ch i 
l l i c c l . i i c . i ' "'.is mii i i iht l ami i st i t r d as nl M.O I . I'lTli." a l to ibi vyntd "Agrn iiicitl.". 

( c ) Scclimi 2.0 ul llu lio.luc l ion Paxmriil Agn rim ul is amended hv changing ihc udduss "'JOO 
Sunt h\v es t T l H U ' l t h r u H I I . . i ' i I t n / o i l Place" 

( I ) Section I I of l i i . I 'mdui l iou Pavincut Vgi.e .m . nl is ami n ih i l b\ i hanging the achlii ss ' (XH I 
Southwest Tower. Houston, Texas 77in). v fu "Penn/oil Place, I* O bos 2!)(i7, Houston, Texas 77001' 

( g ) T i n " I N \ V I I \ I « V\ MI H O I " pai..".:,iph nl Ihr Production Payment Agieement is ainendecl 
to lead i l l its entirely as lollov. • 

" I N W i i : iss Win hi :, tin; liestatod Produc ti.»i Payment Agieement amends am! restates the 
I ' l Dcbu tion Payment Agiecmciit da I •! as ol Nin th 1. ) ' )~\ am! has been executed in multiple 
counterparts asol M.n I . l!J7o." 

( b ) Tbe signatures . n i achiniv.lcdgUH-nts set f.-tih in th>- Pio.hntion Paytneiil Agieement are 
amended In ie.nl in llu ii e t i l i n i ) as sol birth in Annex ! heielii as th. signattucs and aeknowledg-
nu iits the i .-to. 

( i ) The-first p.nagraph i ' l App. nchx I to lb- Piodtnlinii Paymi ul Agtei nient is amended to read 
iu its c i i l i t c t v as follows: 

" T H I S l N S I I U M I M OP C O N \ i : V A N ( i ; Oh PHOOCCIION' P A Y M K N l (this "Con
veyance") dated as o! M.ueh 1. l«J7l, as .miriidrd .n.d n stated of M.n I , I!j7u, between 
l i .s N/< ni I .ucixi.w, A M I i i ,\ AS O n MIII I I I I N I ., a I )t I.i \\aic coi pen aiiou , th- " l i rantoi") , has ing 
its p r inc ipa l office and po t office ad.hi -s .il I'eiin/oil I l a . . . P.C). llo- 2 , |o7, Houston, Texas, and 
Vf.S N/C ii i ( \ i x i r v\ V, a I )• I ex ate n n pi nation (tL. " ' (r i . iutrc"i , haviiig its pi incip.d of'it >• and post 
of f ice aihhrss at P. un/.. Place. P.O. Pox 2'J07 Ilouslon, Texas,'', 

( j ) Suhpaiai'iaph ( I , 1 nl P.u.igi.iph I of Appendix 1 lo tin Pioduction Pnvnieiit Agreement is 
nmciich t l Ir. addmg th ru i i i the c lause ". as ami ndrd and n st.it, d .is ol Ma. 1. IlJTo." aftei ihr 
mi11iht*i " l l . ' 7 1 

( I . ) Sul'p.ii.igi.iph la ) of Pai.cgiaph ! ol Appendix I In tin l i u d i l i '.am I V . n i . n l Ago•emcnt is 
a m - n i h i l hv adding tin o in the i l.-.uw ". ,i Jhenaftei .un • nd. d ..nd n la led s of M i \ J. 1*170." 
niter lb ' - n i i n i l i i "P)7i". 

( I ) I 'ni . igi . iph M ol Vppi ii.hs 1 I i.i I h« I i . thu tion l ' . . \ im nt Agne l l i ' .1 is amende d bv t hanging 
the addn-'.-. "')<•<> Souihvvr I Tovv.-i" In "Penn.'oil Pl.ne, P.-O Pox iNt.C' al i ath o. c u i n iic e thviciii . 

( i n ) T b . " I N W i i M vs W in 11 ui " p.o i ,:ph ..' Appi n.h\ I to tin Pn..im tinu Payment Agreement 
is in ne-nd i .1 I . .• .,1 in :!s . nlit. I .i billow 

" K W I . . i s \\ ||,:., |t, stal< d Instiiim. • . . I Oo iv. y.n,.. ..| l i o d m lii Payment 
HUM-i id's a i d n v'...i... ib. I : I I I I I I . I I I I t .pt Ioi.'.. v.iiiie i .i l i . . , h i t le in Pa i.n nt dati d a. ol March 1, 
I t iT ' l , ..od llu p i i l i - s haM t .in .1 tins g .s i . i i id | ii-.l i umelil oi I .'oi,\ t _\ an .• nl Product ion 
Pav l i i t - i i l I " In- dub . Si . ut. d in th. ' p-i -, mc oi lin no.I. i-lgiH d vv i ! es on ih. tl it"s of their 
Ic-sp, cl i \ c .. I 11 iv\ 1. II nl ' min s i .1 l i . :, In. i • i ... •, i I . I ! i .ami I . p nts. . ,u li ol which is an oi iei nal 
ao.l a l l o! v !,„ h .e, i , > .1 I ,. !, ,.! i , ,|, ip.uls sh.dl bit aU pmp . he 1 . ::.: -.! e.. I . . 
n i l cuigiu.d and all " l l . h i o ip . i : Is I , . -. th. i shall eon l i ' i . l ! but I . IU . i i l the s.m Instrumriit. 
T b e dat i ol l!ii- b IMI I sh.ill b. i l t m. d hn all pllip-i • • 0. I . . th. dale' l i e ' above wl i t t i l l . " 



/ „ ) T | „ „ „ s ai.«l atki imvhdwnci. ts set fort I . in Appendix 1 In l l - Production Payment 

Agrccim-i i l air ..mended to lead io their cnd.cty as sci furtN in Annex 1 he.cto ... ll.c sign .t„rrs ....<! 

acki.nxs I n i / : . >i> thciclo. 

( o ) Kxl.il . i l "A" I . . Appendix 1 tu l l " Pn-hu lion Pa>n.ei.l A t r i u m nt is amend. I lu read iu its 

en t i re ly as sei faith in Annex I I . . : . to as Kxhihil " A" lo Apn n.hx 1 tli< . f i n . 

o F juspl a* d i d 1.. . .I -.. '!••• -..u.s. ie- . ul Ih . P o i L u t i m . Payment Ajticnneii t shall remain 
iu f u l l force ..ml cllect. '.'I« ' .oducli \ r \grccm.nt, a- mended la iehy sh ,11 he restated 
to re u l ... its . M,. Iv as sei l o . l i . in An.. . . I 1 Ho. .1 betmt ag'C. .1 .nal understood lhat all u ferences 

i t l „ u - Pr.Klu.Mun P.'.vmeul A g i c m . ul a, amended hen by and - lest ,led ... the Paul. ( . . c h . Agree
ment shall IK dcem.'d lo l« n I , n m . s ... the Hai.l O . d . l A .-na ul as amended an.l restated as 

of May 1. Pl7(.i 
3 The A 't ne, for an! oil U h-tll and in the u e " el lhe Paul s, heiehy consents lu Uu lo.cgohiR 

ninendne n! f u . m d restal- nu nt of the hoducliou Payment Ag.ee.n n l . ,.,..v ided. hnv.ever, that nut-
xvithslandin aiiv pruvis-n heieoi tti ihe cnnti.oy, this Am. ud.r nl - l u l l nut he rmtsMucil nr upe.ate. 
except as ,-p:esdy set fe. th ahox lo modify in any re-peel the rights and obligations nf lhe Company 
oi Pennzoil mulct lhe l iod .n l inn P.iyincnl Agrci nv nl ra I h - Assignment 

I N WITNESS \ V l l K K E O K . th. paitUs l .cn iu have can cd Ihis Amendment to be executed h j 

the i r lespectiVe ullieeis l b . . . .lu d.dv autl.oti/cd as ol lhe day and yea. fits! above vviilleit. 

WiTNi-ssrs: 

J ^ Z & U * ^ C ^ ' / ' , ^ ^ P . N - . / . a: | . „ . - . S , S N . ANO T . s vsl ) , ,>, , , . . a . K e 
^ Z y I / ISKAI.] 

c ^ A ^ ^ .» *-*W/" C J 
V I ' . ' E t ' r ? r c | n r M T 

C ... 

e/ > 

pENKZOll. COMTAKY 

Vs r.>-.s L r̂ 

Tin l - i u ' i \ V M . I S . V . H w n o i Cum A M I , 

/ ( . V - i . ' ( { ' . ! ' v * ' > .* avAgft i t 
iSi.vt 

:i 



T i n Ni M I <>i TIJCAS I SN • 
C W N IV ol I I Minis i 

Mr I i Hi sn M I U in i i t i n t I , tin- mulct signed, a Notary Puhlic duly qualified, sworn and acting 
in ami lm l l i r ( ' m m l ) .mil Stair alonsaid herein i r i t i l y thai, nti lliis t. d.iv. ul May, l?)~fi. 

( I i i i i i s i . i n i ) Hi fun mr appealed v.'J.' i - l - . . •.. I . | , M | 1 . pcivi i ia l ly known, wl <. hcing I iy mr duly swum, 

d i d s.i\ tit it In is \ i r r I 'ri 'sidi ul ul I ' I s v /ou ( . H U M A N \ A M I T I S\S O I I Miotic. INC., a Delaware 
impmal iu i i . ind tlial l l ic sr.il a l l i s i i l lu Ihr fun going instrument is l l i r conporutc seal uf said 
e« ipm.tlinii .md dial llu i i is t iuinci i l was signed and scaled in hi h.ill ul llu roi potation Ity authority 
nl its Hoard nl Ducrtois and lh. i l '.. I ••^•«.,Ji - ai know It d p d llu- i i i . t tui i i . ' i i t Ut hr the Iree acl 
and d r i ,1 ol ihr cuipoialiou 

(I.i.uni.inn) Ihdoir inc appealrd N l 'd> »• — , |n me JH ison.dh known, who. hcing h\ mr duh sworn, i'«d 
say lh.it In is V i i i ' l ' n sid. ut ul l i NN ui ( I I I M I ' C . ' Y , a Delawaii ' coipoi.ilion. anil (hi t lhe seal allixcd 
to (hr Ion going in- Iinun nl is i h r corp >i ,tr se.d of s.ud eoipui.ition ami thai ihr instrument was signed 
and se.di i l in hrh.dl ul ihr cmpmation i . \ atilhori!\ i ! its I'.o.ud of D u n l i n s and that vs.'t' »l »Uri-n-
at know lr.!".. ' lie msti ument to hr the l i re at t and di ed oi thi corporation. 

(Texas I Del ore me on this d.ix peisonalh appeared sl' IA» ^ l ^ ' ^ ' j j J r . ( known to me lo In- the person 
whose name i - . snhsi i ihc i l lo lhe Ion-going iinlrinneut ami known Iti mr lo hr a Vice President of 
PiNN/oi i | j n ' i s i \ \ \ \ N O i i x \'. O i i s i i o i i i I N I • I )i law are corpoi.ilion, ami acknowledged to me 
that he excel it eil said inslrni i i r i i t lm l lu purposes ,.nd , . .n-uhration theieiu expressed, and as the acl 
and deed of said t orporuliuii . 

'Texas) Ih'fure me ou thi ' da) personalis, a p p e a r e d V * I ' - i t . . ^..^ Vimxxii lo me to he the person whose 
name i- ahscrilied to Ih. (ongoing iiistiumen 1 and I now n lo me to hr a \'iee I'resiileiil of Pi .vv/oii . 
C I I M I ' A N Y a Delaware corporation and ai hnoss h tl .'.rd to un that he eseeulcd said instrument for 
the pmposes tnd ro ie ' ih • ' ion »heiein expressed, and as the a- l and di t d of said corporation 

I N WIINKSS W i n iu o i , I huxc hen unto set m\ hand and official notarial seal, in the C'ity of 
I Ion-ton. Counts ol I I m is. State ..( T« xas, the. K da} of May. I«>70. 

Noiary Pulilu m and lor I I.n i is (lomily, Texas 

My C nm.ii .sum r.vpiiesy • ^ / 977 

•I 



Tin: STATI: I H I I I IVOIS | 

COON rv cn (•<-*>•. i 

In. I i I t i :VI I M I I I i t i n l l i . i l I . l i i . - undersigned, a Nolan Public July ipialified, sworn and acting 

in and fm ll ic (amut) and St.ilc aioicvitd, hc ic ln cer t i fy l l t . i t , •»• tliis , day ul May, P>7(> 

( L o u i s i . n a ) Itch ire mc :i|>|M'.irtti •. ( < •- ' . , / « i in mc p o >..ni.ill\ known, wlui, I wing In me duly 

swum, dii l s.i. l i i . . I lie is Vj". i .p, • . nl T i n . K I I I M NATIONAI BANK o r ( i i U Aco, a 
national li.t ' ikiug association, mid that I I IC 'M al affixed In llu Inn lining iustrimictii is llic ci>r|M>r.ite seal 
nl saiil cni|wi|.ili ' tn ami Ih .1 tin* iiislniiiicul \\ .is signed and scaled in behall ul the cnipoiahnn by 
. . i i t l i a i i l / i l l il - Mo... ' >iicctors and ll i . i l l ' n /....-. t / L I V ackinni !edg"d the instrument Itl lie 
tin- hee acl and dc. .1 nl •. national hanking .tssot iation. 

(Texas) ' lure ine on lli is da) personally appeared-I • ••' L . 1 -•:«•« i . known to me lo he 

ihe person hose n unc is suhsciihed lu the foregoing instrument aud known lo me to In- an 
V". t " . ' . nf i n , l i n s i \ \ i i t i \ A i l U s k in (!mc M.O, a national hanking associalit.ii. 

and .ickiina I. dj;> d tn inc lh.il hi- executed said insliiiineiit I n tit** pi l l posts aud consideration I herein 
expicSM'd and in lhe c:.p.u i y tlieiein staled, aud as lhe act and deed of seid national hanking 
association 

I N \VJTNI.NS W i n HI i n . I ha\e heieimlo sit my hand and oiiieial notarial seal, in (he City of 

Chicago, Cniuily of Cook. Male ol Illinois, this / , day " I May, l')7(i 

( f t y. >i-.<' 
N. ilnry Puhlic in and for Cook County, Illinois 

My t ioimnissinii 1- spires 

5 



ANNEX I 

rnom crrioN PAYMENT AGREEMENT 
l l l l 1 . W . i ' . I T M l M . t i i ! . . I . 1 . . . ' V l . i i . l i I I ' I ' I is iinifii i l i<1 .nni restated .1% M.n 1. 1976. 

| M - I \ V I r n l i w / . n ; ( > \ i . I >>l.iv\.ili' tiirpor.tlimi ( • i n i n . i l l . r i . . l l n l " lYuu/u i l " ) , ami l*ENV/i*U. 
I r t l ' I M . t N ' VS'li TV*-V t>l l - i lU»M I s . .1 I ) . I i u . i l . i . I I p . - ' . i h . i n ' I . i I I M i . i f l l T oall i d l l i c " ( i l l t i p . i n ) ' ) . 

W I i N KSSIS'J il; 

ART I CMC I 

Rrcilnls 

1.1 The Cnmp.nty p •]»• i . I . . iein loatycc In nwfct," available In Pruiumil, oi Pcnn/ofs designee, 
f o . p»u chase «HI llu It nns :ui<l i<n" ' lion-, puts ided IH-Ic i . all gas produced f rom or applicable lo the 
i n l e i o ' s of llir l a i npany (!iri« i i i < i « died li.< ' la ixeliold Ini.tests") in certain oil and g^s 
leases covering lands !uc.il««l i-fKhnn in llu ( . u i ! N'rsrio adj m n! lo lhe U I I . U 1 Slates of America, 
w h i c h interest", liases .iml I.mils .ne described in l.x.ulnt "A' !o Appendix J, all . .che' hereto nnd 
hereby made a pu t hereof, 

l.J? Pcnn/. i l piop-ncs to pinch.ix< from the Company, .t ihc linv; thc firs' lo.'sn is made io Ihc 
Company undei '.hat certain l la t i l ( a d i t Agieement, dated as of the date hci.-of, among lhe 
Cdtiipany. The I ust S.itmnal ll.int, . . I < hn ae. and lhe other hiuks named theiciu ( teieiiiiifler called 
the "Haul. Credit A g i n i u e i i i . i |. inluctiiai p i j m e i i l ihtchaigt .t'de from the proctitis of production 
f m m or applicable In lb'- Leasehold lu l l lesl- in au amouiil etpial In l l " aggregate principal amount 
of loans, plus ae i i i i i i l •uleiesl and lommilmeiil lei - , oul'.tandiiig under lhe Hank Credit Agreement 
on (he dat •, il any. upon \ ' i i i i h ihr pin. h.isi piiei lie .efoi is paid b) I'ciiii/.ud to 'he Cnmpany as 
provided hen in (hen uialti i < a!1. .1 (hi " l i in l i . i se l i i e e Payment Date"), all as more particularly 
pros ided In i . in. 

Now, Tm n mm . iu consiih i . i t ioi . of lhe mute d promises In rein set lorlh, it is agreed as follows; 

ARTICLE II 

Salr miff Purchase of Production Payment 

2.1 The Company . . b y agues In '.ell and convey lo 1\ un/ol l , and Pennzoil hereby agrees 
to purchase bom lhe Company, a piothution payment in an amount crp.iai tu the aggregate principal 
amount of the loans, phis aceiucd inti u ! and commitment be , out.--landing under the Hank Credit 
Agieement as ..m- nd. d and ri ' tali d as nl \ l e. I . V\'H\. . •• the Purchase Price Puymenl Dale, i l ai y, 
whieh shall he spivilicd b \ lhe ( iunpaiiy as piovidi'd itl Seciion P, Ihe puichase price uf such 
produt lion p.nin nt shall In an .oii'iuul i ipi.tl to lhe piiucip.i l ..in..mil t in n of. 

2.2 The cunvi y.i.H ol ptuduri inn payment 

(n) shall cutitlt iht holdei t h i n , . ! to an MIIOUUI equal to inteiest (computed from thc 
Puichase I'tice Payment Dan ) cn lb- unpaid balance ol tie- principal amount of thc pioduction 
payment bom lime I i i l inn icuiaiiiuig nulstaiidiug al a lale per annum (based cn a star of 
'Wii d ivs 1 *\ le. h shall I >t > .pial to 11 " . ol the « I H | K U . I | C hast i.ile on *.K) d.l) i onmit rcial loans to 
its laigesl and i m r l il« th i w n i l l i j iommcri i . i l bu iowe i s in c l l t c l ai i h e I m i Natinn.ll ll.mk ol 
Chit ago I mm Ium In tunc pin . ' . ' < . su. li i.itt lo ehaiu'e a.itomatic.illy and from time (o time 
elli i t iM as- of l ! i . dale I I | each t h uigi in sm h eoipoiale bast late. 

(h) shall pun itle 'hat (lie piothit i ioi . paynicul shall be dcehaigcibh f rom eighty five per
cent (85',! ) nl lhe pin . ids n! piiKhiclion l ion oi applicable lu the I.iaschoid Inteiests, 

(c) 'hall hi i l b . I ' M - (mm and as >>( lhe dav on which smh production payment shall base 
been sold and conveyed in I V i m / o i l . . . p int idi d in Seciion 2.3, and 

in 



( r i ) --liall r.i.ail (11 (In ImMi i thcicof Ila rights piovided h<r in, and sliall In 1 substantially 
in the fm in ul, llu- fm in uf cunvry.tiier uf pi n i lu i i imi payment attached hereto as Appendix 1. 

? "1 Siii l i pu dm linn | ».i \ 11 w -111 V'I II In- snid ,,i„| i mivryi-d by I ho Company lo Penn/oil oi l (he 
daii Ib i ! l lu liisl loan n i i uli to l l . . : oiiip.ms mulct lhe Haul ( u .1,1 Vgrrrment. as .iiucuri- d and 
i . - ! . ' . . . I as "! M o I I ' 'Vii I l i i v i i h d m . Ih. Company shall . ,• elite, haw n I now h i l r .n l and 
i i i I n n to I , i .u/oil , i i . in , . . .HI . • ul piu,hn tun, p.i\uu lit in sub • nitidis tin loin, nl Appendix I . 
w i l h l lu I .I od s pu .i-iilh appi .n in: I I.i I . in appiopi iab'l) i i aupht . i l 

? -I l-'olloWiii" ihr i n i m \ MI. . i . i sni I . pit•iliti littii payment by tho Company to Peim/oil as 
ptoviih t l in Si i ti. a i 2.3. llu (a.top my oi il> assignee shall ha* r ihr light al any lime pi ioi lo 
J o i ' i i i '. I i '*Si up.in in»!u'.• g lV.u I . . I ' I nn.'oi! ,|s provided in Sii tn n 2 i , tu i ..II Upon Prun/oil 
l i the I 

( i i ) In pas In ihr (auiip in*, in its assiv.iu r (hr puichust ptice of such pioducSion payment, of 

( b ) to csrrnli , aihimw h dgi ..nd th-lis I I to llic Compan), nl the Company"' expense, such 
n i s l ' uo i t nt oi iiisltiunriils as in.is In- ncciss.iiy ot appmpiiale (o ieh asc, relinquish aud extinguish 
as f u l l ) ' di.'.chaigi d sm h piodui ' inn pus nn nt, 

p iox i r i c i l , l iowevri , t i t llu li i .ht . h a u l lu in Mi'isetii. >i (a) .-.hove may cot be exercised by (he 
C' .npany slide... a'l (e i l i f i . ali--. nl th. value of P u n u i 11 \dn>< n i % si r e s xvhi' h are icipiired 
I " bi i . l iv . - i i -d i<:'I h. I iist \ . i t d r«.itit. -.1 ( he ago :md-i th H.u'.l - i i t l i l vgrt i m i ut. as aiucnuctl 
ami lest.it,-, | ,,s i | VJ.is I I ' i ' , ' . ,!| ) , I M brei sn i i . l i s r i . - i .is tccpnnil and au executed emmter-
p.ltt ol . . . . b Ml. h f I t l ' - , . , ! sh.d1 i . b n II l l . hs. i r d t i l l* . - in , . ,1 

2 •> exi l i ke ol thi 11'i tion lis the ( i i j u p ms i.i iis as>i ,in I to lAi'icise cither ttf (he rights referred 
In in S- . , i 2 -1 •hail sp. . d i dn iuliOs'.ilig 

( u ) \ \ l t i - . i i uf sin' nidi's t in-Com] is ia its assignee shall h.nc elected lo exercise; 

( b ) p dab hn do iug i h r tiansaclion'. contemplated by such light sshich ( i ) shall be a 
business day not less than ' i ' i d..vs a f l n tlu date upon which such iititice is received by Penn/oil 
unless Penn/oil shall agu e in svn'ling lo an cuilici closing, date, and ( i i ) shall not be later than 
I V i i o ilu i o i . c: 11, and 

(e) if i h Cmpaiis ..• its .-.-.i-.-n., sh ill hive circled tu exen i ' right lo rt't-cixc from 
Peon/ nl llic pun h.re pi i t 1 t l , p'odui In HI payment, lb. ag'.'.n g.ne , , i i ' , i ipal a i nom it o l loans, 
plus it l i ned n,:. i . .t md M'uui i i t imi . t h i . iiulsTanihu;; in ith i ' ' " b o d Credit Agieeiuetit, as 
•""end. ,1 1 i . I , I , d . . . . . I VI. i) I . P»7d, .is ol th, i i ln l l . i se I ' l l , t PaS nn III Date, smh . .lOllnt 
(tt In- suh'rcl tn , ( i l | i r l : i . nt as i > >piueri i n ,i in| as uf Mich d.ti ' 

I h ' l l c c t l i i l i bs dr I ' por . ui I ' , assign,,, in t l . in i s.t I .nth ibovr. of on. ..( tlu lights 
I . I . i i . i l t.. in S. . i ii, .' I .1, .11 . .do ' . ss lis. , . . I tl I , , - , sr, I , light 

• n ' I I " thi-io • ,.| the t, time. i , |. I , , , | I . , m S,, ( j . , , , >.r, shall lie held al lhe general offices 
u | | \ ,,,,.<.„! I.M-.tlrd ,1 Peim.oii l i . . . II . , i |s! .- , i.S.is, o: .it SUt II o lh . I lo, itintl ill Houston. TfX.lS 
as Pel i t . / n i l sl , ' | -| . i ; ,,, svittit. • I . . Iiii Co np..iis ui lis as i " i i . . . ' I h r closing dale hn such trans-
•'oti.in sji ,1! |, t l . , sp . i ih rd in Ih. u t i t i " In I ' , i ii . /od .md en sueh closing !.tlc 

( a ) il llu Cniiip.ius ui it- .. sr.,i . , sh ill hav. . I . . t. d tu receive p.iytncnl of the purchase 
p i l e , 1.1 lo, pn.ihi. ttr.i. p.i*. in. t.t I ' i i.u/ud shall p 1; In tin Couip.u.v, m its a-signeo such puichase 
p i n e in ium,. d !., b .u ,,,! |,H.P . u | 

l!»J i l l l " ' Co. ip.ii.s m 11- . i •, h.dl h .si rh • n-d In h.ivi lhe t 'unip ins reel ive a letitii-
X I ' X M I K I " I I I . pm I i-11. a, p .«in. nt I". m. • l,.dl i v. i u t i , hav. ,a I tinssli-dged and delivi r In 
lhe ("on.pins sin h i t i s l i i i i i ' i i i l ui in .linnu n!s .,, ,,,.,\ b, u, . . ,sais nl appiopliate to clbct smh 
I n i ii IX es ., iu . In tin ( i . |u i . nr. 



AI ITI CLE UI 

Pcnnmir* Rifjil to Purchase Cos 

3.1 Th. Company d u l l make available to Perm/nil for purchase by Pctm/oll, oi such other 
p. . MM.. ('•• in oi i.np.nalioo as Pcim/nil nny designate, all gas produced from or applicable tu the 
I . c i v r h u h l luleicsls in accordant c ss Uh tin- pinsisions set f m t h belnvv. 

3.2 When in Penn/oil's judgment eas unserves of sufficient quantity and deliverability to 
j u s t i f y th< i .nisi i m l ini i of neiissaiy facilities cuslumuilv u t i l i / ed by purchasers of such gas in p<r-
f iun i .n i ce i.n.! i gas pun ban contract* have been des'clupi d on lands coveicd l>y any one or more of 
the I.easihol.1 hilncstv. Penn/oil sliall have the light to purchase such g.is. Penn/oil's right to pur
chase g.is herenml.'i m is be iveivised whenever and as ofte n as in Penn/oil's judgment g.is reserves 
of si i l l icieul qu.mlity and delis ei abil i ty are developed on lands covered by one or ino.e of the Lease
hold Inteiesls. 

3 3 The price (hneh. i f t . i called the "(Contract Price") to be paid by Penn/oil fur gas pur
chased f rom tin Company hou under shall be lived hy the eoiitracl between Ihe parlies hereto for the 
sale and purchase Iheieof. Such contract shall conlain specific prices competitive with the contract 
priees then being ha hid. .1 iu similar cnnfi.iets for Ihc pun base of gas from the same area hut such 
prices shall not he less than the applii able an a celling i.ile set from time lo time by the federal 
Power Conuntssinn. 

3.4 ' I lie pioceduics I i i bi employed by Pcm./oil ..nd th. Company on each exercise by Pennzoil 
of such right t.i puichase gas aie as follows: 

( a ) Penn/oil shall give the Company notice of its election lo purchase gas, which notice 
shall aba specify the purchaser if i ! be a person, f i rm or corporation other than Penn/oil, and 
shall tia'ismil with sueh notice a form of gas pm chase emit met providing for the sale and pm 
chase of such gas. Af iei each such I'leeiioii io puichase, on ui befuu- llu i vpil.ilion of thirty (30) 
days following the dale upon which the peitineut notice is received hv the Company, the Com
pany shall eseiiitc the gas puuh . i - i c uitiiiLi transmitted therewith aud return such contract to 
Penn/oil, unless the Company shall give I'cnn/nil notice that lhe Company is of the opinion that 
the Conliacl Price piosidcd for then in does not meet the requti emails set foi ih in Section 3.3, 

in w hich event the pai ties shall pi ptly thereafter undertake in good faith negotiations lo 
determine by agieement sueh Cniuiai t Price. If such Contract Price has not heen determined 
w i t h i n sixty (Ml) days alter leceipt of Ihc initial iml ice and form of gas puichase contract hy 
the Company, eilhei the Company oi Pennzoil shall have lhe right to cause such Contract Price 
to be deli nn i i i 'd by arbi t iat ion - i , piov ided in Section 3.V. 

3 5 When ( i ) in the Company's judgment g.is reserves of a sufficient quantity and deliverability 
to j u s t i f y lh» ciuisliuclioii of m ecssaiv lacililies customarily utilized by purehaseis of such gas in per 
formai ice undei gas pun base cm i l l at Is have In i n devel >ped on lamb coveied hy any one or more 
of l l i c l easehold Inteiests. and ( i i ) Penn/oil shall not tin -etofoic have given the Company notice of 
its election lu purchase such gas, then and in such even; Ihe Company shall have the right lo sell such 
gas in aceoidance ss ith and subjei t In the piovisimis of Si ction 3.0. 

3 0 The piocc durcs lo In- employed by lh«> Company and Pennzoil on each exercise by lhe Com
pany of its rights undei Set lion 3..'i aie as iollosss; 

(a) llefiiie t'Uleriug into any contiael for the sale of such gas, Ihc Company shall give 
Penn/oil milieu uf its d. siie to sell sm h g.is .md sh i l l transmit wi lh each such notice a form 
of gas puichase contiat t pins iding for lhe sale and puichase of ..ueh g.is. 

( b ) Pur moil shall have a period of tltirly (3(1) dass from and after its receipt of sueh 
notice f i iun the Company wi th in w l i i i h to eleet tu puichase such g.is. I f Peiu/oi l elects lo 
purchase such gas. it shall givi the Company not ice to such effect and shall execute such gas 

I'll 



p u n I U M - conti.id .ind u - ' i n i i i l l . s tine lu the r m n p m y unlrss Penn/oil shall he of (he opinion 
th.it tin (,'onti.iit Price provi ih (I lo ih. u rn does n i t u n i t thr requirements set forth in .Section 
3.3. in which cienl thi puilies shall pinmplly the; < nftci iiuricrinkc in good faith negotiations to 
clt i i- i t ' i iue hy .1-.lectin !it such I ' n l i . n l l i i n l i l i nu.ni l and tl.c GiMipany are unable to reach 
Uglcciui i i 1.11 Mich ('oji.!..j,.i I l i n e v it! 1.1 -i-.ly (l .-) 1 .1 ivs ai I Cl i< 1 1 ipl bs t'eiin/u I of the alnresaid 
l i o t i i o , I'ilhei I'i 11:..oil ur l lu (.'ojiip.oA shall h.o . the u;;ht to 1 in-.e such Cmrti .ul I'liee to 1)0 
dot' 1 mi m d hy ail iiii.ilh<;i .:s pros id I in Si • t> m 3 7 

(c ) In Ilk eu ' i t I i n n . o i l dot • i " t r l . i l lu purchase Mich gas on 01 bchui' tlu ixpi ial inu 
ol t h i i l ) ('Mi) day: . In 1 n v> ip l ol \1.1h nolo<• hom the (* mip.n.v the Comp.my shall have Ihc 
r ight for .1 period ol sixty ((«.)) d (y> f iom .mil . i n 1 lhe t - p i iti.ui ol I h i l ly C3< ) day!. ne\l 
fol low ing llu 1 ect ipl hy I ' c i i . i / i e l " I - i i i ..ri.m-.d n - l u i l i i i m th - Co: pail) wi thin which lu 
evei-iile Vvilh ,1 ihnd p uts a < on t i . e i Ioi ih, s.di ol siu l l ga. m the hum suhruitli d to I'l-mi/oil 
w i t h the 01 iginal notice f ro i i i l lu < lump,my. l i :.iu h contract is n il executed within such sixty (fit)) 
d.l) ' period -.uch gas -hall not l lu u a f t i i h :• hi hy llu Co:up . .-, 111 .1 third p oly, without fust 
in.thing the same available to Peun. il in accord.me" with tlu pinvisions hcieof. 

3.7 !f , pu'su.uit to the piosisiom. hen nf. either party elects to came thc Cmilract Price lo be 
provided in g.is puiebixe tOiilrael i«> dt lei mim d by uibitral ion. sm h parly shall give lhe other 
pa i ty notice ol sueh election, which notice shall al-o name one a ihi t i . i tu i . The p a l y receiving such 
notice shall, wilhu. t i n (10) days l l , leaf let , by notice to tht ulhei, lianie the se; ond alhi l r . i lo i . The 
Iv. . . ( 2 ) aibili . i lois su appointed shall muiie the third, or upon l l . t i i failing to do so within ten 
(10) das'.s, the third aibitia'.oi may, 11p.n1 request ol cither the Company or Penn/oil, be appointed 
by the poison who , i tin mee is th, ch i t i judge ol the United Stales District Coin! for the Southern 
Dist l ie t of Texas, i h e arbilialo-i M I appointid shall promptly he.11 ami determine (aftei giving llic 
p . n t i i . due notke o| Jr "h ig and .1 icasun.ible npp ul.mils to In he.ud) tin question submitted, ami 
: ! ; : .U , , . . 1 . r |J!f.-,r , 1 , . , , ' . ; , , , , vvithin sixlv (00) days aid 1 c m ph lion of Ihe hearing. The decision of the 

ai bits aim s, or ;t majority t h u col tirade in ssiiting h dl bo llna] a a i binding tij 1'. •-.::! ..::J 'he 
Company. The expenses uf Mtbit i . i lum. including reasonable etuiip. iis.iti'ui to tie- .ubitr.itors, shall he 
home equally by IViitiyuil nnd lie- C'ninpa'iy. . cpl thai each pa i ly shall heir the compensation and 
expenses ul its (xiuusil, witncssi • and cinplu) , 

AHTICI.1-: 1\' 
Ci ncriil 

4.1 A l l notices and other (01. muui i . i l iom pins ided foi hou in shall be in wri t ing and shall he 
delis - n d lo th .idih. ih . 1. , i .,t P. mi /o i l 1 I . . P. D Mas 2 (H.,. Ilnustim. Texas V'.lKIl m to smh 
o i l e; a . l . lu •• tie .id lo - • . d i .d l h ive dt s!.:n..!. d bs w i i l U u not:. .• to the parts gis ine, su. h notice 
01 mut ire.* sili h coiu"tut.u . ' : . . : i l l u d..t. 1.1 pun which . su h i i ' t u 1 >" oth'1 eo'iun unit -ation is 
del ivei ed shall be dei 1 to be lb. ri..'. th, same is n< el\.i J. 

4.2 The le i in . and pirn i .ion of A i t i i ! I l l el this A - . n i li u ' ' hall Con.tilute cost u nits roii i . i i ig 
•.vilh tbe lands and le •. s ;;!L- ;• ,! h, 1. by .md sb.d! b. bii idii ig up .1. ami shall imue lo the benefit of 
the pai tit •• hen!'*, tin i : 1 -p. i t is • • o. <•. u> .e d .>• , .1.. 



I N WIIMSS Wiinu'.t'i tins IW.tatnl Pio-uiielinii Payment 
Pioilm licm Paunent Agreement <l.it«-«l as ul March 1. 197-1 ami I 
parts as cl May 1, P)7(i. 

amends aiul restates the 
edited in multiple coiinlcr-

Witncs-cs: I i ss/nii I . I H IM w \ A M ' Ti: \ v> I »• i MK»IU, l\» 

/ r - y / ^ • ^ _ / llv ' < ! » v / ... • ' - • 

ATTEST: 

AS: i '.• •. / .- -. </« 

[Connm vii: SKAI ) 

Witnesses: 
liCNNV.OII. C . f lMI AVY / 

ATTEST: 

I , - / • / 

[Coiiroii'iTK SKAI.] 



T m Si Ait : <iv Tux vs ) 
SN! 

Col'.M Y <>l I 1 MlIU . I 

Hi. I T HiiAiKMiiKKi n thai I , (he nii<li-rsit»in*tl, a Notary Puhlic duly qualified, sworn and acting 
in tnd foi the < V.iinty and Mali .dorcvuid, hcn*h\ c r i fUy t in t , on tliis .'. ' ' day of May, If)7fi: 

Hofon- mc appealed -x> • • • d> mo pci.xniiallv l.nown, who, ' icing hy mc dulv sworn, 
did • iv tli.it he is \ H C I ' l l sident of P i . w / ' t l i I in o; W A \*\n T i , v \ s O i i-si Min-., I x c . a Delaware coi pota
tion, and that the {.cd ahoed to the low-going itislrumeut is the corporate seal of said corporation 
and th.it the instrument was signed and si ahd in behall of the eoip.ua'ion hy authority of its Hoard 
ol Diu i (o> • tit-.. I ''• ' • ' " " \ » i f a i l . now h dg. d tin- itisliitiiienl to he the free aet and deed 
ol the eo: • 1100. 

Hcforr 101 nppi arcil V-J -̂ ' 1 *-v' , to m. ' personally known, who. heiug hy me duly sworn, did 
say lhat he is Vice President ef ! r \ \ / i > ; i CmtrAVY, a Delaware corporation, and that (hc seal affixed 
to (he fun-going instrument is the n u pin ate seal of • oi l corp;-. Iion aud that the instrument was signed 
and si.di vl iu ' eh.ill o! Ihr c upoiatioo 1>\- authority ol its Hoard of i i i i r c lo i s and lhat 
VL.b v> d . . . acknowledged (he iiistiumcot lo hr the i n e aei and deed of the c o r p . l i o n . 

Hcfo •• mc 011 this day peisoue.lly appealed vsi 1 .. -sl-'-^, J*i . ^ known to me lo he the perron 
whose name is stdiscidied to die f.in going i n ' ! 1 uiiient and known to me lo he a Vice President of 
I'i S.S./IMI. I .n ; is:\s,-, \s,n '|Vv\? Oi 1 sin'in . INC. . a Delawan corporation, and acknowledg. d to me 
tli.it he r s c r i ' l . d ' . . i d itisliiiiu. it lor the purposes and eiiiis'ideiattou therein expressed, and as •hi
nd and d'-ed • I said lOipoiatiou. 

Before n.e 00 the. day pcisunallv appean •! ,*4*'*, known to me to be the' person whose 
name is subscribed t " lhe fougo'ng instrument, ..ml known lo me to be a Vice President of PESNZOII. 
CO.SO'ANY. a D e l i w a i e curporaliuii, and u i . n v a d to me that he executed saiil instrument for 
thc purposes and erosider.m >n therein express d, and **s the act and deed cf said rorr .n, "ion. 

!:: W' iTNi ' - ' • . ' . ' : : : : . . . ; : , ! ! , he.. ....;</ n - hami ami ofneiat notarial seal, 111 the City ol 
Houslon, County o' Darns Stat, ol lex t h . . i ' 1 - nay ol May. P>7-

4- r/ 
<y- -

Notary Public in and for Harris County, Texas 

Mv Con.uiissi.in Pxpires •J..'-*-rXi 7/ / f "7 7 

/ 

['•! 



AFPKND1X 1 
TO 

p i i o D i c n o N P A Y M E N T A C K E E M E N T 
m. I w LT:N 

P E N N / O I L i . o r i s i v w \ M > i i x vs O I T M I O K E , INC. 
A M ) 

PENNZOIL COMPANY 

CONYKYANCi OP PnODl'CTION PAYMENT 

THIS h M i i i virNT or OON\i;v\\< H or pnooi<rno\ PAYMENT (ths "Cjnvcy-
u n i v ' l d.hvd •! M n i l i I I'tV I ,«:> ,„ I ' in.! n-<t.<tt <1 . . . . . . I M . , \ I Pl~n. hi t A. . t i l i w / o u 
I . n i >A\V vs" I ' v l i i i ' . i i . . . i Is- i I I itt ' i iMpni. i l i i .n i the ' ( . i II " t. ]i,,v in;: i t- print ip.d 
ti l th, .iml p.vt i . ! i , . . . .Ivli . ,..} P. i-,'iA...j PJ.,.. I ' D Pus 2 lk,~. H- iivt.iti Texas, .iml P ivv /Ou C O M -
CAN"!, a I h t i\\.<-.. i p.<t .itini< t 1 . " ( ' i . i i U i . It.tA invi il> pi iiii ip il I ' I ! H I I I I I I pii . t i>. I'I'I" aihh'i-ss ,it 
Penu/oil I'l.I. r. I t ' iJ..\ ~. 1 'i'.iiivti'm lY-x.ix 

w i T N r .ssi ; ; 1 

Whui i >s i j . I n . r e m i ! in . fu si tl ai i t V Oi.oiler .i> - i i l i p . Ii.isr tin- Production Payment 
licicin.if i i i ch's. l i l ' i ' t l . 

Now, Ti l l I ; Oi l : i ! is agii t i ! h j aial h I Ai'i ' ti till «. oilol and tht .. • ' • as follow..: 

I . Certain I >, h iu l i tun. i l • following tei in* si II . • 1 in ' is ' ••it\eya:ice with he meanings 
given below: 

( n ) " A .:• - " •." . ' •.'! el l . , p.. i , . ... . i , l u l m g 

the 21-1 ul .:: ' ".he rttunth and u id t i ig on "ml h.ol ' ! < th.- .10th dav of the next 

smee. f a! i . m'* i . 

(h) "1": . n.ite' hall mean 7 o'clock. A . M . . on tl e dati of th Com nice, according 
to the l i .i thi u in . !!, el .,! ihe 1 -e.ition uf each Subject In! , I . 

(et "bxlehil A" sh.,1' mean Kxhibil A attached to t' • ( cms cyanc* and heichy made a 
pall h. , ! fm .ill p . • 

(d) " I I ; l.u, • :• • .->" •! ,11ei, ni .di ..;'. '..is .md othei l i ; !,,. . , ! • n . any ci .ibination of one 
nr iiKue of sit! h id '..:>. i app up:iat. lo t l . ' context in x\h> 'h sueh i " i in is used. 

(<•) " I -• .s," «.!, !! i , . y i ' l gts lease ... sub h a-. , th-si l i l . e j in Kxhihit A. 

( t ) ' P.i . . ; ' ( ',.,,e in nt l>..»c" -hall im .oi 7 ..'«! . h. A M . a;. ooli- •. to the time then 
in . I i i i ,»i i l , o •:. i ! i .• ' 'ai'.',. i i fs.'i .. »t, on ' I : • thit • . , m v.l.h 1. th i has'.' price is paid 
hy Ihr Ci . ' . . ' , . ••],• Oj .n' ! , . pr < .!. .1 in th. I 'i . . I • . . i i P . " - i i ' V "i i < i . i . nt dated as of 
Mail t . I ' '. ' . . lah . l . . n i n •» i .1 as ul M..;. ! P.Ti I ll„ Ci.intni ..nd the 
Ci .m l r . - . 

(g) "JUil j . , I l l . ' ••" sh '! . . i i all Ihihoe.-.iho i ' in .md ond, i . and whieh may 
lie p ' . . d l l i . d Old l l . . . : ...... e.h h h. . i | .,.. '. I , . - and he a't-.hut .'•!. I , i , the Silhj. I Inteiests 
hum auvl ..!'• i ih d C , . ..• ,t I *.it. • • . i t!•:•••: C • : t).. period -piedi d in ihis 
Cons. \ .e„ .• lo. tl • '• - , i ! th- . I : !' c, mi , , i 

(It) 'Si.I.j •> ! I t i ! , i . ' '.. !' • • th- ' . i . ' h \ i d . d | a e n,t« n .ts of the ( i i i i i l ' i i ; in llie 
I.cas, •, . m i in ad [ i l i . in t:; •:, ... \ ,! , \ , t y ni l . , i 1 • ! .md i h .n . i ' t i l ul rlgh'l, title, l i . l i tn ol 
inteiest v.h..h th, C o.: . .. .. 1 . in. t.. . • umi." t l . I . , which interests or Leases are 
t i l l , , i | . . i , . .d!y ,»i •'.. ... , ' i .! ,l„ d j„ L-.hr " A. all a- the s.ime shall hr enlarged hy die 

1 



dixit .11 'f ai.y p ivim ut- cut of ptndo. tiuu nr Ity lin* tcinuv.il uf any charges " i iMcumhianccs to 
w h i c h i i i i j uf tin- '..IUM .iiu . i i l i j . i t ami an) am! all icocxvals ami extrusion'; nf any uf the saint', 
but t lu u- sli.ill nut li i i .c ' t l i lcri xxillnn Ihr Subject I n t r u sts any lights which Ibi ' Ciail lor now 
has (»• in iy l i ' i i ' i i l t t r oh'.ain wi th n ; l t-> pioduitiun attributable In Iht' intricxtx nf nnncoti-
-.i-ntin,' p n tit s iiiuli'i an\ op i i t ing aj'.n i mei.t, unit u)< anting ago emcut. contiacl for development 
tn sum I n insliiunrul. 

2. Const. , illt 'f uf tin Production P:ixmi it. i i i fuan lo t , fm valuable consul, i itinn. the 
receipt, a d c i - > I x.i';it hucy of ! i . h . n - In .• bs a d o is. 1 il-.'i .! bs tl • s. • prcent* doe. hereby 

1'i.ni'. bargain, sell, runs . ' . a**igii l i , u - . | . . i anil d-dixi-i un'o t i t Oi-.mlrc, as i piojt t t ' t i tui payment, 
an un t l iv i . l . ' t l .-i-lits Inc p i t t i t l tN • ' ) i i i tci .- . l in th, pi >.-« eds f i o m t l " - sale of ihc Subject 
I I y d r o c . t i f H i " . ; ss.1 11. boss • • r. tn the pn>x c , •* t»l l .u . gi..ph 3 n! ibis Convi yancc. 

T h e afotc .•'-.! ' i •! !s Ihc peici ! i ' i ' ) i i . t i n si in Ihc piiK.veds f iom llu- salt- uf tin- Suhject 

l l y r i i o c . u h " >•, . . m i n i h.iM'.iiu. ri, sold. C'HiXiyid, siv.ign. ri. Iiait--ft-:ii . ' l and delivei. J unto the 

C t . u i t i . by tin Ii .; nf th's Cons < s >i-« c. d i ill he ti e "Pjodt.i,ti«»n Payim i ! " 

T o I ) svi: svn i Mm n t' •• I 'm.hi , li.»u I ' lyinenl, It-gciht s. ith all md • iugtilai the i i 'his, privileges 
and appuitco.ii .cis then un'o in .my \ \u \ hi'luii^ing; ut.fu llu Clra; , its successors and assign*, 
lot ever. 

3. C c i o t u I ' •-. Coveiniu.- Su'ij. et ! Is dm. . n l n " . , A l l tin- pinvisiotis of this Conveyance 

shall be subjeel t iuliussing 

(a ) Foi th - ' i a - h a - c f t l ,- ! ' . , .!•: ti -n payment th.- Ciantce shall look exclusively lo 

tbe p in , .-eih uf '.m. . I l y d i o c . u h nn, a: d du- Ci.mtoi .hall .tot be liable fur sm h tlisell.irge. 

( b ) Th. Ptudmli n Paxr.ient .shall r.ut I r discb.o pi a 1 ' f rnm tl •• pi Oceeds of any pioducts 
ret:!*.:..,, f.v.ul iu..- ' 'u::'.:g, }.".•• .•...»,.; fining npeialion ,-xrrpt tu the extent of that 

por t ion of a h pi net eds . ! . , h u p e . ••{• i ! fair market value at the wellhead of the Subject 
1 Is d i m ai buns med in such in.inula: Im ine pun'essiiig or u fming opci ation 

( c ) Tlie l i i i du i i i u i i I'.is im nl sh.d! no) be dischargi-a' ! mil cf my bonus which the GrantOi 
shall iccrise lui any I .< e • in ;, i . , u nt i f a'ts uf the Subjeel llitett-sls oi mil of any payment' 
nuuh lo Hie Gt.uitoi in • onnct l i i : i ivi l l i !'.• drilling oi th f i 11in ; uf ih i l l ing of any well on any 
l>f the Stilijt cl bid esN ni in cn;u,< ction wi i l i .my adjn tna n 1 nf ..ns s-.ell and h as'-hold equipment 
upon ui.ili.-alion >•( all) of lb S uhj . . Inteit ve. 

( t l ) i h-. hall i b " inchiih 1 in the Subj r l l y . hn . aibous any I l \du«*:ub . . . i ; im .xoii'.ably 
It"-! in th. pu liicliti ' i l h . ' i i Ol | hit i t l -mil m d ..-.-n an- cf lhe Silhj i . l l l l t l i l e - l s and 

lis, .1 b- i ! . (•lanltti i i c >.ih"i.r'!s V i li :, 1 he! ' p ..< ' i . !.. dn ' ng a'ul pacde.tion upctatious 
( i i e bull! . • ;,.is n , j , - i n uhi.s ne. . i r . . pie . iti .•'> • .. . -. rt-pu ..siiiiug or cycling 
i»l • . . ' . • • LIUH! .a it 1 ne .• • pm p . !• . ! j . u . l u . . So1 . : l i i . h • ob ' . - . f iua i the Subjeel 

I n l i : . • . bii:a . a;, e -,' t • i hit Ii l l , Se'.,,. i bid u I .. i- i ' u i i i i t l , !. but te Is su lung us such 
l l y d i o i ul .. . . ic d. 

( i ) Su Inn;; a. anil In t l .- . t. ; i ! , i lhe vm.. may I v u«p«u id by app'.., l ie J.nss and 
i t - ; .dat ,., n, i ! . . . , . . ! . . . 1 • I . i t'.. l i I . i i M i t . . Ameiica i i .elu.Ld m Ihc 
Sl lb j i cl b:i 11 I . I I - I . sx'bi' b Ibe ;-. c !.!•!. ':, . ' I " d | -, w 11 pel thi) aw.a . ' t d ou the 
luouthls I . i u i hi b.. . ' . . t u l " I I I u; i . , I . I , i i - i p..e and the i i di< of the Ci.tuti c to leceixe 

t in pini i-.-ds <•! i d | . . ,1 l m " , • h I . i i - I i 1 .- -.. p. ie! .1 u . id s.n I as. I . I p i o t h i c t i t i l l 
of o i l pel xx. h p ' i d..y . ,-. ,J. .! i . . , , • . m- .. em!, ami ' ut It su p. n ion sh .11 apply 
M pai alt Is In an i .-om oi po i l i .u i MI SI; ! I I . . , I - i tu. . i . d I > eompulin,; ('.is eiunii ul uiyalty. 

•1 Ainnuut i"»d i'erin t-f lhe I'lothi.. ' imi I'avmenl. l in 1'iotlu. ' •:, Pasment shall f - ' uc 

ond i c i i i a i u iu lul l l u . i i - . : t l t i . . 11 uul.J . I- I.n e as ih , ( h :.itc»- .sh.di has e ii'ceis ' a n d 1, 



(nil uf the |>t«v •*»!«; f • on- i ! . . ! • •>! tl - S'lhael Hydincaihttus, free and eVar of nil ilcvolopnienl, 
Opi-taln',*. mining, prow'! tn . t t i tu ; . p . . n handling, sti ning, m ikcting. I> spoiling and 

Othei cost . . - t ixl 'Api IIN••» id i \ - i y 1 ind \ \ l i . i t i . llu. fu l l agt'.re] .ttt- stun nf llic folio.*ing amounts: 

( a ) ' i l . t r . . • • u v . i i i p : iuup. t l uiwtu.it-1 I loans, pin- .. o t i i i t l int t icsl and commitment fee. 
nut.standing o., l). . ' l i n i-ds ( . 'mr i-o! P.ttt: u id ; the P.u.t Cud i t St'.ti i i u t i i t , dated 
.is nl M.irv li I I " / ' , ,,. llu t. all .-i ., !< I r i d n s M - d as nl Mat 1 PlT'i. ainnu-.' the Ct.nitur. 
The l i i - l N. i i io i . i l l l . ' i . l nl Chi . .go .. ! !h nth. i h ml s ied t l i ' i ' in I heielu.tftei tailed thc 

" I ' l l i o u \ Sun.' '. plus 

( l i ) Ao amount < > • , • ' ' • . ! tl .a ui'to per aurumi (on the h e i . of a Sho-ri.iy y. ai ) whieh shall 
in- l i p i d in I I M| I ! i . v ip - i a l . b . i I , - . . ... . : o n : . , l !•. ee In its I I I ;•• • t aiul nio-.t 
t i c i j j ! -w.'Mh-. i :•••,<*' , il hone-.-., i iu i -ieet . . I I hi I t: .t National liattl o! ( h - it ' ii f ioni lime to 
I i i t it phi . -.nil. i .t. ! .• . I . oe . o i i . im. i l i . ..!!* an,I It.nu t,.... tu tm,. .! '.-. live ..- nl the ( I I I - ui 
r a . 1 ill Mith ..-tp !t- h e. i i t . It..::, and ioi ' ' i . i •. ' the l ' i " i ' . T * t Vmuietlirmr.llt Date 

'1 . . i ' i h - j i i i , 1.1(1 d h il'.iit.t1 Ji - • i U'ui l . - It;:,!. . . ! : ' . . l i i , i \ Sn i ( f h lust sin Ii t n i i j i u t a l i i i t i tti 
|»e to.u ' i nn th. . . ' i t -I ..! the i lOiit!; in, st ff Mnvin-i (I,,- pro-.-i |s t uiunn uteri!' nl Date lor the 
p e i i o d l lo ' . l l ..nd iti.!-.,h;.;, thi I i . n . ,1- ( ' .:nmen. torn! Dale ».. and : n, h..!,:.;•, ih. 2Utll day of 
the l i i f n i t h next lolhn.e g tie P • • • Is Ci.-nn."iirrm ul D ite un f l . . - an.• unit of Mieh iinliipiidated 
h .hn.i > on tht- I'm' n d ' 'uli am peril:t-n( D ' t t , tnd sub .c>pu"il Lompi'l ttious to hr iti.td. monthly 
Oil the I ' i ' : d..J ei i • !. Ac. u.'.!;'..'. Mon! ' . for ihr piei rdiiv- Ai o . i i i l i tig Mu'i i I the auiouiit 
ol .sin!. iiuhiplidatrd ba! "...e on the l i : - . . das ol sueh pi i d ding A f t . UlitiliJ" Mo. - i i i ) ; pills 

( e ) An .r. it:it r p...1 to '.In- ; , ; • H gate nf all amounts whieh . • c paid by the Ctantee to any 
stale t>: p-.hi'.... ' • . . I .• i i . tin .-. c u i .: . l Ui.t u! a i \ . . ' " i m. I ' . : * " h i . mortgage, -s piudueli >u, 
guiss n-i , ii.eui. piui.is, M s.-i.-- , -, oeeup.it;0!' .-.ale., u>i, l i .ua .nse ami othei taxes and 

assi---ineu'e. u! an;. I - 1 v.ho o . . na-hiding pcualiit .i nml • • i l ce t l , imp S"d oi a-Mr-ad with 
u-sp et to oi iina-meti bs •.- chai r , d .• ainst tn I'ltiibtit.'tbh' to th.- l io r i i ic i imi Payment the 
So! j i el I '• .hn. i 1 . • n! ;!.. p , . . , | . .-ot, tu '.eih. : w i lh an umoni t coual to iutnest on the 
i t i i h . p r i . in mnI I ! . . ' | > I I | ..! Iht ; . . i . i i pel annum i i ' i i i i the date r r payment of eaeh 
s tub e : h> th-- t . i .mle. , provided. !". . .• . . ., tl: ,t (I i d e n i m ..hall II".*.. the l ight at its 

e> u:a uinlrsj ,,n\ MI, h . u: .. sr.' i . ' , nt- in good faith on brh. i l l of the Grantee. 

I T t i n Si: l in I M I . n o , . . i u u ( i *s n " . \-.:. i m < i . 11 i , | \ ' I . i i . f i . I M O Tins C n s u v -
ANia. i l iat l i n ' ( hutitre sh dl h eiUitl .1 I - > r< ive m d le. l i . e out of the Subjeel 1 lydioe. ulmris the fu l l 
Bggieg.ite !.ui.i . - I th. atumi' i . tli a . i b t t l n • id p . i r . i g ' i . i f ( i i ) ami (\>) ol this Paiiigi"t( l i f u r and 
eleai d l ah t r - ! a., ! r ; . wi th I . p . I • «'.. Sn' ,e. ! b u r l . Is and t l . f Sulljerl . luhov.u bon 

(which - \p..-iiM . .al i n ' ' '! I ' ' . n : , . 1 ihr (u . . ' | i i j m - d p v t i und ab-ive all taxes, •vpriises and 
eo>ts td the t b . t . . . ' • i th • •'• . .1. -p. . .. t l u . i v i . i . - ' to in s..lp..v.'.gi.,j (c ) uf lie:- P.... gUipIl 1. 

5. Te i tutu •!•«. tt .-' (I •• P.. d.:. i ' m I '..* nun: si'ln-x ibe f i t ' ! a--'-, '.ate sum of lhe {miouiit'i 
Spi'<if:i-.| ,:• ' i t ' ; „•:..••> ph , : ( ! ) .,..d i , • ..! i . . ' . ; , i . .ph -1 ol this I onvtyanci (. incuased as 
CVpiC sly J . - . i ' ' i b\ 11, : ,.: th, I b . , n u l ived le, the Cu. •!'•;•, the Pioductinn 

Payii ici i l sb. ' l i t- : , : :. . iml , . ' l u •• u t iht u in h 11 imna l i i l ' - 'y • n t In and become 
vt s t r i l i n th t . •," In |h- - nit. u , t . nl ! " ,th d.r . l o u r an i e l ' ie l i l this Conveyance 
had not In en • in t r .- n -.:• • !' e - i -e h I*ruu'uaiioii it -h d! e>*-tule or came lo 

be i *, < ul ' i ; -. ;!,• t . . , .1 th . ..! the Cnaulnr, M K I I iiistiiuiieuls its tna) be 

licees-. n y «>! ..pp..••»:i.-t-- I • i - . id- : . th t. .- :. , i : , l l ! : , Pio !'iv!ir-.i i ayuient. 

d \ j . p l h .iliuu uf lhe Pi... e.-.ls• u | *-,:'., , ! I l i d - " t .nbum. I n . all pn-pu-.. s uf llu . (kuivt yUnce. 
(he pr 1 . n! S'IV, t l b i ! • ' • In-ill i i . . . I 11 l l . . C i a i . t i " p - i ' tn the clu-.e o l business 

oil 21'tl; d.iy . I t!>e in. a! i - ' I - • ! ! • • . . iu i l . '. . . . . - I i . - . i r i a iH . nt D.-.t. 1 •• de. mrd lo have 

bet u ret e is", i • . ! . . . • - i . .!. •!• !> , ! : . ' ' , . . . ; - . •.. . : . '. b-: •• • s . ihr -M » d iy Ml ' l l mnu!!.. 
hi id t l i e t eu t i , . . . . ] , - . . . . . ,,et,r;i'K; < 'bv :th C ' . i i i f . i : f t . • iin ..p. ni.,» ul !•,. im • . on lhe 
fit vt d. * t l % . h A-..-.-.-.' M 'h ;. i 1 l . !•.. th . ! • . . ( bn . • •• ' . on th-- I . , l d . r /o! smh A n oini l-



• M i - i i t l - shall I - >li run i l I-i I ' I M - hern i i i i i v f i l and a]-plh-1 immrdiatelv after llu- . -ning uf 

! ' r i i i • rm l lu l i ' - . l I ' . I V i if I 'H- u rv i s i . i n • dm •. A n nun! ii ig Mouth; provided, IM>\VC ver, that, it 

,Mi\ i l it ' ' appl" -li-n s;- i ifti-il above sli.ill In .1 •s.id-.iil.iy, Sunri-.tv or lt'|*:r1 holiday unil ' i llu- law 

nl id- ;• . I ' l i i i i t i iu whieh siuli |v,„-, •., • .,, i , , | | v | l | ( l v i i l hy tin Gintilre, " luh pmrir r i s 

••hall I " i i i i nn i l lu I I . I M been 11 A i d . i n j applied un l i hl'.l I in si MI'S . i ay in- . I p r i i r d m g SUt'll 

S t'siiil.tv Sun*' • > <a h i ! .I.a MI MK h jt: 11 .diiiit 'M, hul th.' aniuuul ul su. h p i u . i . r i s to he 

.].;•!:••<! p ' i 'Mi . iu l In • a .Igmph (a) nt i ! . ' . l a : .U'.'aph (. h i l l i . M i thihss In lin am uni miller 

M I ' . ; n..- . . .ph ( h ) i i i r . u a i,,ph I i .1 this I : i utv, y u „ , ;u , - . | i ' • I i ip to (l»ul im! ins Jo.'nr.;) Mil ll Saluulay, 

Sim.lav IM h - i l hnl.'dav. Shell p. i». .cris vh.ijl 1. d i r t n i r i to have l a i n ipplii d in, (he liisl clay of 

I ' . f i h A t v . nn i l j i i i ! Nf until as l i i l iu i i %•• 

( a ) I- 'M-t. tn the amiiiiut u !> it d tu in sr.! p ip h ( h ) of I * tragi ,iph 4 of this Cailivcyaiitt; 

af t-r i i t f l op to (htit riot iii i h . i j ' i ) t!i tl i(<- O I M U L pplie , i- .ui. . iml 

( I i ) Scui i - i . in th.- .un. iml i i - f i - i i e i i t i in subparagraph (e) of said Paragraph 4, to ihc 
c x t . i t t h r u asi i-i lamed ami 

( c ) Third , tu Ihe ictliii !in,i ul th.- in . ! .piidali .1 halain . uf the l i imary Sum; 

p u n ided, however, lhat. in lhe evei.l ' l u h pn -,-<,••. M I applied o.i the l i i*I day uf any Accounting 

M o u l l l shall lie in iifhricnt In t . \ . . tin l u l l . mi ' iml specified in n i l p.nagi.tph (a) of this Paragraph 

(5. lhe iinlitp.iitl .tled hahiiie.-ol lhe l i i i o . u ) Sim. d all fotth-i lit he in. n-as.-d ( lu ihe cxtoiil pei m i l k d 

hy law ) h j an atntumt . i-u.il In th,- u>'.,i , , | -u 1. di (,i i , la y. 

W i l h i n 10 the. -. aftei lhe th.', of t u l . sm I ..pplh . lio.i I <\ lhe G u n l f any piOiVf.lv of Sl lh j i i ' l 

I l y d t t v . i t l i o n s , the (haul, w. ' i iumish oi c.tisi !,. he famished tn ila Ciantui a written • •.iteinent 

showing the npplw .-!,. ,• el a-,!, pioee. ds m dame with the piuvh.ioiS of this Pauigiaph fl. 

7. Market ing !' . .'..;..;. . : " d m c i h . . . - - . Tht Ch,...tn.. at it-, t \ p n ~ r . shall liisukel, or cause 

Iti he in t rk . ' l e i i , th, Suliji et l l y i i n > .vi' i i i ' | . . . I ' . I.e.! p r i c n i.ibly iv . i l i i .h ' u ln u marketed, and 

il shall not 1 , u - . . sv.,,\ I, ,- , i l , , (; , . , . ,( . , tu i , \ Sale. ( : . ! . u l ' , (as In i . i oaf lei di Ih . . ! ) or au) 

amei i ih i i t ' i i l th . i . u l . hi the t-xi a ihe ( . l an lo : sli d! take any m the Sobjevl llyehoeaihon' lor its own 

Use. the Chuulii! sli.di p a I . , th, (. a .n , . , „ , ui !• !,.,, lhe I . ! day of th.- Aiconutin • Moi i ih duimg 

which s i u l i t . i ! . i i mis, .-, pi i . i - , ii .al to the fait ti ;..t!.. I ...hie at the wellhead ol Ihe foil.-pit 

l l y d l l ) .ul.tiliS 'O I d en. 

'.. Sales C'eutt.n Is. Thi loan! . w , ; | ,!,-• p . i f o ' i a'l o'.'. ..'.ion, huid.ng on it ti.uh-i . .II 

eon':... Is and ai.u em...Is I.n the •...!. n! Sill'.;, a t l l v . ' u , i l l e-.i I ' l any p . . l i en tl e.e.T. whvthi'l 

pics, t i l ly is,••'in", oi hen. 11 t i l l ' - i d i . , ! . - nth im. l i a . i s and ag., • in. nls hi ing the "S;d. s 

CVii.ti.!'. ts"*>. in ai , . . : . I -n . v t'!h ih . ii . i i . h, : ui an.! vviil I . t l . . . I I appmpri i e u .ii?e« to ehfon >' 

lhe p i .I.ni,.;,..ec i l . h i t ,U h n! th- s i i ' . u nf tl . oh] l l . . put vh:;>-. I l l ' i ' t e in id i i 

AH So!-; .1 Ue h ..eh-i-.s ',.1.1 I j sh,- C: ,. -. . : i|„-, pi ,.,.„; •,, : „f the Sales ( .mlrails 

ni nth, ,s-. is,., • !., h i • . ! , . ' ! . tie (u .e :. i , the ; n-ih, -, i - . Un teul m!.. the pip, l i . , . s tu whieh 

thi w . ' i p.-ih:-. i , • • • • ••!, v '• ' I I U L . H - . I I ' • s '. he i .• , .e ied oi to •.'. h ol! - : p.omt ol pun h . e 

*> is i . „S.iU:.l !' I ! . , : i . . d m tie- I . , o l . l I M. 1 ' , i ! t 11., 1 , ' . . , ! • . „ is 

» U'iihh-! i i . - ; i;..',:.'•;-„ t.f Vm -.-; ,.f Se'..;.- i .!.,, .'h.ms ' ' I e fm... . .I the 
Cit.ii.r.n In ,. . ml h i : ! I - - " : , • !•• i j , , . .e., i ..' !, ,, „ i - . . . . . . . , | ||*.- \ . t,,.. ! C- s Ai I ami ..II appti-

' •d'!i M. | . . . „ „ ! ,, .,: • , .., p,, j - , : , , | ) ,1,-,, i t!,»mmiv':ou. H..t< > ; ...:lted in.d. i ih- Natuml 

( ' i - A i l j . ,.1 • e l „d . ... I . , J., p ml fe- ' . ' . i ' . i i . . h . ' h . l in fa. 1-. ! Uvdint e k m s riuHI.e 

l u i . t u ' h i . i . ; : . h ri i •'. . f o u l i . > 's tn i l ih;! . M m m i I " n i u l . I 

p : i i - • i I l ! . . - w. !" ! i I . ( : : . , , ! , ! . ! ; ] , ;,t ,] d to use its ii-. 'su ; ! . .l.h ,1m i t i io,, t i , uukin- . filings 

W»d' 'he l i ri, la! " . v n C'- i ' -e n . , ' : - i i , ' - . Sn! . 1 I tv i l , . ' , . . : . ' l l a- V piutv, lis of Sillij . •! 

f l v r i i e - ' . i h . n i ' .»;,;.?! he v\. ' ' '•.< l i l i . ,v •.- -- • . ' I i . . . h i dm- wi t 1 nt limit...; with!.-.Iding 

»••• si.otui p :.'•.' ., ,. • ,.,.„ ii:, ! viii, ,k> r.d-i.d i»,.vet c mi--. 



Ihc Ch.uilec r.h.ill iu>l lie «li >med In have I c i v i l »-ri n i , . . h / i d su< h p-- Wid 1 ; ! ' • llic 
extent Hut. M H ' i pmncrix shall acto l!> have I o n n r . i - • ri hy In. U wU i • before 
o r a l l . i i r . . ipl "I the l o t ! a;'.".n g a l . M I L i s|>. ( d a d i l l M I ' , i a n ! • ( i t V* . • ' ' • ' >• : a r a " . : . p l l 

•I of this i:ni,\i\ . , , ,ec, l lu (.'tan!*.- sV , l | I . - i , i n p , M - r i . i . o\ n »" .my iv.y-
nu n l n: n efiliilii.il m 1 n th p.ixnii nl m i iv l i lu l io . i \ l .a |I i • .. I . ' Mle Cnniter o.i 
account of .mx p n « . . . K . - l .s.ib;. i l l l \ i ! - i . i - . i iboi iv . w l i . - . i ... : • ! . >•«• •• I • ppn.'d pit: -n i.vl 
l u Hn J,;,.-. . ..f l ' . , , . : . i . . ; l i (, o| i i i i - Comcv.nicr, the r o .It d I ' t l . i i . i«! l l ic Primaiy Sum 
shall lo t t lmi th I.i- iuciu.i-.nl l y l l ic atuout.l lie- | •• ••d> i s .' n by ct f t : i ihc (lecomil uf 

the Ch nni plus :l« ui ut of . . in p.nrii-t.ls made b j n. u . . i .unxt the ( h . oli-e in the nature 
of i n l c t r - l t|,uli...,--s mid peunlt i i" , pn.\ith-tl, l i i m c v c . ... i f '. r ui ••uch payment or 
icstftii ' i ioti ih- . uli:i I uni l iy Sun. shall It ive be. ii l i . | i i i . l . ' l c t i . i i i : . , . ; y Sum rl i t be de< invd not 
to ban bt.-n • n I ' i ' . l 1 ami tb.- in ,b j i . i l . , : . •! I mc. et tic- Prill uy SUM. sh-ril be lltcicupon 
ib em. i l (,. be i - l l ." of the pio. ee Is sn p. i i < l plus (lie ammmt . ! :m\ pavinci • mrule by 

or ii.tpoM .1 ag.tii I lb. i • u It-.- in tin Ualiue r ! hill n t, d.u.M}',i s .md peuallit s 

l l ) . Pnitc'i lion In Ptncli. t :x of Pnu'urtinn. \ • person pun h eit.i'. ni ta l ine, in piorcssinc, any 
Suhjt-cl I b d i o -.el•••:.. sl i l l In :• . p i i n d. to l.d.e notice ,,f. or k<. p " f o i i i f i l as lo, the dischaige or 
terniimUiun ul tin- Ptiuhn Inm Pav m,ml until lhe actual icccip' ucb peison of written notice 
a t b i such pe> i " f ..in l i *!i»i h . t i ; , «.z U tt.nin.it i>ci. 

11 Payment nf Taxes. Thc C. >-i„r v/ill l . udrr aud pay, to hi paid, punctually, 
be f i i i ; lhe) shall I . , oil . . .1. ! : i ; pri nt (.a lo ..-•) i h t i c o f w h i t h ;.|. b. ing con!, l . t l in good faith, 
p to inp 'b . , l t . . th. hi..tl t l . te i i .un. i ' io i i of smh tout, I ) , all ad valorem taxes (fit luxes imposed in 
l ieu tin ml . ' .md .dl t i . i , n. ,.:!•.•.. e. I'.ne.s p.. lot-pup, minor'.. v. vet .mi e. oiciipaticm, excise, sales, 
use linuchi-.,-. in, •.•. •• ..ml u t b i i I . . - •• itt.d a ' ••• . . ut of i \ n y hmd and . h ...e. ' r l \t l l . i t : (>' v. r (uther 
thai, l i i h i . i l in-na.. l.«-.i ol i h r ( . : .- »i i ) imp ! . ;<••<•• • • • • • l wi i l i n - .pr r l tu or n.easuicd by or 

c l . . . : , . . .! •: .!!:•' 1 •'• In l.l-i"- Subj .1 Ii . t i icsts, l l ic Prtr.hli tioii P.tyiiictil ui tl.e Subject 
Hydro , eb in> oi l l , . p .,, . , d . (h. n , !. tu .- .m. ,! lb" ( n a l i ' i e In ie.i-.cn (if its lie.ptbtlioii or owner-
ship of l i . thodia bin. I ' . . \ m. it! . . . . i i i . t .my :.- >t«ut u of l i . • li.rh.i:','">u Payi-i ul by reason of his 
o r i t s in i , ust as ,.s - I .nr, t. .Mm, w . h ut i . . ' . - . - I or pt n t ' t j p..yahl«* in eoni'fwl'iiMi ihcrtvviUi. 

12. (anc,.ants of the Ch ,.il»-r. I ' ' . ' : ! -m h !•• i .is tbe Piud ' . ' t i m Payim-T I has I r rminalrd as 
p m v i d r d in I'ai.:!'.i.',-h .'• this t i a . , , . i , , •. tl , th.u.ttu w i l l . : i it., expense and rcg; diess of who 
may !•<• llu o; lain ui op. i.ttn - td l l . Subj . : lu! •• .t • causr. 

(a> i h - S.d. 11 I : !. i . - I . In m. in" ' . " I :tia! d. veh , i \ \ .md • .iil'ntiiH'sly opt !..!(.'. for 
lb,- p . l • ' H; d '„ . i l • • . . i •/ d and -.• eihr..-. '•' • i.i.ium'i anil in accordance xv.th 

. . i d ; ' ! I , 1 . 1, M-.i'r and I l--\?. inlcs :.nd icgulatl ns ( t x t . p t 
.1 . ! ! . t i . p . - . 1. d b i v . i v . i if th. Ch.-mmi in •;, • ] faith and in 

•:• ' i • ' ' p !a i s r l . i !•> un! I . i pai t i ' i p ' . ! . in a:.y op' talimi wh i rh is to ha 
t.i-n . ! .m . ]!• i . i l i • . , rrueu!. umi . ; . . '.it:;.', ar > r r . . i l l , coill.n ' I for 

ri. . i ; • i,l .- • . ! • . • • i i ,,t ,.J ini . . ! . l ! . . - f i r uitnt i i . Us p i , tlrt t » .u!' i l l *iri . peiliniitilg 
tu (In d-\- • i , - j !' " ' ! i i-0 ' ••' i I l l . i , . c - l (ti i y poitki ' i l i - U-of) ..nd xxhhh 

l i l loVS f 1 l l p . ' ; • : • I . ' l l ' I t < . < n i l • n! • ; ' I ' , i •, 11" i - . (hit h i ; t h . p, I i m l 

(>' p M-. 1 i , \ 1 , ' . i . i , • ; .-. ;• u t i . . . u r m i ' m ! tn !< . 'v ' i ' l , • I T b, d i oca: h n i s 

, - i l l i i b , , ! ' ,. ! • .. ' , ' • ! ( i I I , :. , ' ( u |- -.! . f V e r f ', I . th ; I i n . . . 1 U r h i n ' t n m i r n ! pt n d i n g 

Ibe I . ..op • •• •• • ,.! i h , sum . ' . ! . . ••••••] ih.- . i '.d. i . th- C'., ,' . shall not be tt . t i l led 
tu : . . . i t , ..: b d i . . ' t . ' l . e , . .. i . iv, d ( i u ' " >'• i h u i i i , ; • m l . p i r i . ,1 or periods) pmcc. .U Imm 
S::bj.-,i I b . h . i eliMiiv . i i n i i . n i ' ;.- I . , .ml , M. ' . jei l Inlen I (• i po lion l i - i t - o f ) lo Ihr extent 
a'', . led !). nhv 

( b j • '• . . . I ' i all ! ' ! •'. s of any Jim! in n.-lmc iuchidiug, without 
l i t . ' . ' i ,.!| ' . I ' n. ,'. •:.,! •.. 'h, .u- 1 , i | ' i ; pm. nt im m . -1 iii or an's.n". fiom. 
'hi iidiii ' . ii-t, i .e ; i . i l i t i l i in i l . t • ' . ; . • ,„ nl o l . in ft , , •• ' h ' ... p.oduein '. l l lal i l i} ' . . piot'C.siug 

sum , i : , i 

i ' l . . . . . . i , . , , •', 

.i n 



slunng. n n i ' u : l i an -pn i th ig nl llu- Sn! . t I I d m c a r l i . » o hc paid punctually w l u n 

due. in, as In any Ih . i t s i f which arc I- i . .p . c.)i.!i .1. ' i n good L i b , promptly after tlu- final 

dctcimiiiauiiii i ' such ce r t i si. 

(c) Al! i c n l . ! . ,y . i | • |> ' . i . nl a-. I I . . . . ! : ' cf aii; ' ""W O" !>••!•;.ll ci hie.tcd on the 
Suhject h .Uu ' l . . .a. ! n. >. . . . iv ... i . 'is! in Ih -op-.- . " ! Ioi t h - p io .hnl ion of Hyihm 
cailu iis (> • •> f u " ' ! to !•<- h - I ....1 l . . he I t -.! . • . . . opii.i'-.n$. conriiliou ami 

. i l l iej :tti-. n 11. \-. ••!'. i • p ... ua >.!'•• •« 
i , . .1 .' 

l i . n of oi th ' lcto in i 'h l l f( 

Micli pilip V.C 'a !•- t l .C. I . • . I p. ' . . 

(d) AM I . - . . . . . . • • • ! i ' i - i : | • i . I . . i . t iy to pn..--. i .aiul ih f« ml tht-Suhjci t 
l i l t c i . 1 b t!" JVHlfc > \ I ' . . ' • . . • • • ! . . • . an.1 t l ' ' . • l - » " " l u i auj ;uh«-r« claim or 
O.ni ' . l , hi iedite wi.h.aC h i n t •• n i i p 1 -.-;. ..i.-.rt c l (i t . i t o u i . e l h»| the p.ost'CUtion 
lit d t fu . . •:• ol hl 'p . ' t i ' i i i :•<• I the .<>•>'• - I . :.' tth . .it, i'-lease oi itcchaic,. ..-! any such claim or 
ch I I .n.h 

(c) V . i i t i . . i i i . - l i c to be I i - n lc thc <•;••:':•.• • ! n o ; . -ch.--- claim oi demand lUade 
hy aiiy p- I H U I (h !•;•'. •' .-.,> . . . . . . •.-nt .•• •.. s..-. • n' -I agi ..-.•/) a u v t i n g the Subtect »n t c t .its. 
th. Sui |i-et Hyrtn . . i ! . n i in ih \ . . ds then-. ! • ny i-i una . u l i \cr, or of any pioeccdicg 
ilistilllll ! \\'\'\. > p . l f then to 

( f ) Tin - ' . . ' • ' Ci . , : - ' . . - : - i . rh i«" Ih. Sn' ;". . t lot . , :> to I . . - t , pt f iec and chat 

of lii ie. ' h, !.-,. it . - i - ... . l . i .u.-- . - . . . I . •.. M . ... i- ' , i . t h a n tin c uhich are ol a cha' • let 
custom,!'i!v ;,, ,,-! ; u i . - . , !-ti.»n •. '. . ..np.u.iV.: . h i l ' i . v . and j . i . i . ' n i e i opej.rilOus and which 
do i.o! in 'ti : i . a r id • .1 ly . . . i n ' the ny Ua n •'! t ' . r Sub; t I,••.,« and ..thet' than fliu fi 
become-,, . " . t v . i id;, . i i i , t. i : • .-! l i . " I -hi. t i .-n Pa} i l as p-ovid.-d in Paragraph ~> 

Of this G'....v, y ; i . 

(g i Sn'op-cl to t'"..- pn v isum' nt i'.o. cm i i oi l i l i ' a-....>....< . ! . . . . . .. Si»i'.J>.c.'. in 
nr led i i i '', lo Ih' M . n I \ i h . 1 ! • : n !. in ri to in I 'shihit A in.i m ri'-r uh i i h lhe Gtantoi is 
h me, . . ih h v. | . t ..-•: . : . • I !• i.ti.nt in. ! i I t ' l l fi>».. a d . Heel without aim id:.e at. 
modi lie.!' .a ct i ..1 eny p i . . . i iuu «•; . ••; .•«>• h I .< . v.l-nh might materially adversely 
tilleil I'.a rights of th, C ".,. e. d t . •. i l i u j . n. e 

Anything . elan ' i t t ' ' V:>' . i ' l . * lo th • . -y icUwitl - I aiding, d • C rai .lor shall not 
he ol.h . l i d t u p i !. ; , c i h i l . - h i i . , ! . ! • 1>> '!. • • . tat •'. Mid u h ' ' h aie beyond the 
COtltu 1 • ' : i 1 't n i ., v I . pi . i i . I - t :- ..!-..! ' l ' . , ' I I .len : , - I wh i .h it I-, ne' Ihe op I . r. 
In MI , ! ivsc. h-..\- •. ' 1 • •' • h 1 -Ce.:- I . . -., .1 e I h " peifo.i.iaiae of any suil l 
l in t le i l '..in •, 

f-J. «. ie Ih: .''ol-. I ' .. ;-. ' I * ! , (*•;•••' ,'! i i t i . i ! any .-ne Oi la. .c no t e nt.iliv. •• 
. • , i ,. . ! i • , ,! f. ! ,. , . !•.' I . I - :• ..... .-, n i h i l lme- as 

t l „ . ( : • . , . . 1 u • ; I I " >• t. t' •• - { • ' . - ! oi • ! . : (.• i .c ' i i " ihe Ctaui. .• s " h 

,h i . . , : , . ! n, ' ' ! - . . ; • ih • ( . . , , -. n '.e- ' in v ;;; •. . t"t< ... n . thi Sn'., • t 

l m . . , • r . v ; • . • i t ; S t ' i l - j d '' • ••• 

I I I c i- „ - and 1 ' . ei A. ' . . - . ' t'a e . i . - twi t i i t. :.dc. the Cia .' a 

may, v. 
esi ;• 

.-• .,' ' . t . -. ' . •: §. -., . . iiii . . , i . i l l . ! i-e a' > Std !• • l ' " " ' ' 
i ' , , ;. . i i . . •• •• i i . . h i , t. : ','... it."-. ..1 . . ' i i . : - : . r i l l ic i t sis I , i 

f.,:,. v l . • :-. ..... .. .' !', ( , .' •: :• . . ..• •!•••. . ' ! . to do :., in e n \ r 
I . . I ,. • ' • p.. .• ' i ' . ; ., , : , . i • : , i .. ' i . • i i p : c ' - - . t i ! , leaiiiteua'ie -. 

i v . !'•. 1!. i ' ! . ' - , ' . . , !. ». •> - , • ) •: any ' 1 - ' l i ' - c i (m any po t t i n . 
ll , i - , i . I" • :' '. ' :i ,n .! C. 'it; • •' ' <• •>.••!. to •' !< c a tnrc 
co;, , 1 :'. i i I . •.. I in . ; .! ., . HI ' * .i .\ . ' I i i f i ' . oe l ' t .< i ' • . 'n- ' ' u n i In 
,-, ;!.,-; . ; '-. ,.| . ( ;• C i , ' • . , ., • . sn. nl u ! ,'.mg, then ' f i t . iuteri ! in 
. . . i . ' . -,-' . . , ,..»', ! , , r ; . l - i . , ,, ' 'n! , • . p ••! . i 'hi i ) imhi ' t c t l ih n.-n 



shnll In- s u l i j . i l In tin I ' l i i th ic l i i ' i i Payment in llu- saiiu" manner anil wi th lhe same effect as though 
sueh un i l we:: iu existent • un llu- I "Iht live Date, i h e signature t»r joindci of the Grantee shall 
nut he necessary lu (he ins!ininenls t xi.ti-nciug (lie pooling and unitization heiein authorized. 

15. I V f a i i l l hy lhe Ciatttoi and lhe Hemedics of ihc Craulec. Should llu- Ciaiitor default in 
the pei fo i m.iui c ni nh»f i \ . i :u i ul any i . . v n : u i l oi agneineut piovidoil in this Conveyance to lie 
pei h o m e d oi ul •.-.curd hy the C ian to i , and dan.Id MU li default continue nnienieditd for 30 days 
('ui f o , vu h liingti p . i i . d . i - m. i j ht 111-cfsv.iij lo con plete perfo.m u...e diligently commenced 
w i t h i n 30 dry?) Iioni the tl- h v i x tt, ihe Ci.mtni of w i i l t i n mil ice of such default, lhe Ciantee 
ma)', i n addition to ptiiMiiu" any or all other it ni'-dies as.tihtlile at i.ixv or in etplity: 

(a) Kflcct peifoui ' i i iee m oh-eiv.nice of Mich covenant or agreement on behalf of and 
at Ihc expense of t i i . C i a i t lm . in wh'ch i . i n l l in Ciantee may expend funds le.eouably nec-
e.ssary l u c l f n t MICII p i i i j to < . and sh. II he entitled 1" icimhuiscnuii t l l ieiefni f rom lhe Crantor, 
Uigethcr wiih intrust nu su.h an.-.in,!-, at lhe la'e of V'i.- per annum f i o m lhe dale of such 
expendiluie n th . dal.-ol n i m b l e . incut. 

(b ) Upon written notice to the f h . m l o i , succeed lo all rights of the Granior xvilh respect 
to the posM-sMon, opei.'tion and dee. lopn.i-.-t nf lhe Subject l n t e i c t s , end may ese in connec
t ion ll leicwilli all of lie apptutenant pi op i t \ . both real and peisoual. siluatcd upon or used 
or held foi future UM: iu innnccl ion the: ith. or in coiiiicction with the production, storing, 
transput ling ui sale of da Subjr i t l b time ubons, and the Ciantee shall have lhe l iuh l , on behalf 
of and ha lhe account ef the den t . . : . '-, M . | | |],e Subject l lydiot .ul t . ins nnd the Ci.tutor .shall, 
upon demand. rriinhuiM th. Crau ' - . fm all amount': so expended by the Grantee, together 
xvilh i u t . i r t on such aemont" a! Ih. mle i f V',.' p n annum f t uni the (late of such expenditure 
t o (he rial.- of i . i i i l b l l l s e i u . e l . 

(c) Apply to e.i'.n! of c-piily lm I In spet f i " peifiem.iuce oi ubservance of such covenant 
t.r in aid of th, ex . . i.»u of any now- i 1 en i • g i .u i t .d and for the appointment of a receiver of 
the hub; , . ; ! , . ! , . , , ! an.l t! . . V'.dV-eJ •!; !: . .- .••• '-: : . 

I f i Exercise and Teii.uualt-.ii of the Ih .ae.m-s . . f ihc Granite. All lights and remedies granted 
hy ibe pmiisious of Paiagi. ; h 1" <•' ri,, Convexuncc and otlu iwise belonging lo lhe Grantee sliall be 
CUinubativc .md nn ul ,.|... n'ghl tn ic i indv slrdl preclude ih r txe.cise nf any othei right or 
remedy. Any nght o: mim-dy ni.it In • \< u i - .1 i one oi mon. occasions without exhaustion theieof. 
A l l r ights and icnii dies'"h • .ninc ' lc; 

(a) When ihr : . ! i . m l ' a \ i i . r t , | is di-r't.-..prd and ::!1 u nts then doc and payable 
I t i lit, Ciaatie pa: it. to l l : ti :in ..f I.e .(graph IT. tn" ibis Com ry.incc (including amounts 
payable fm in!. •. I ; ' .1! ' , ! p . ! ! in fu jh . • 

(b) At any CM i - i . timo win . all th-f uths ol lhe ( h i i i t o t - ' ' d l havn been n m. died and all 
Mich :ti!|o.rits sh.dl l i \ . ' •• . i riub. p. *d'in fu l l , v. i.h-..t! pn-jui 'n .- hov ever, lo the i \ e i c h " <•! an) 
l i ' . 'h is ...id T. ii ,- .'', • i ' : : . .1 up •: t! I > -. op... ..::.- sn!-- ., .-,.[ i . . i!mr nf t!m Cl .ml • ' • ) 
p t - i fo im m nbst i i i ,n i i i I l in ;..-.•:, nl ui ! i . . i i ' i i a n t ! i r i . in p.. .vilh d in I.e pel-(otitic*! u: 
uhsctvtd by th- ( i . - ' • . 

17. I ' ip ' i i t ' . to t' ; -- i . t ie . W'hi'. '.- I . . . h i , : - . . . P.tyui'-nl n'mains in hnCi and effect, t '•• 
Cran tor wil i I it- . xj .-, f u ; ni '. !•, P.. f: • ,!,-• \ . i ' ! . i . riais a f l ' i the end uf each cab...' i 
mon th . .1 n p ' i l •h.«v ie.". I a - n c l i e d - I i" i .. .ih i ' i ' . i ' i - ipr. ' i iti 'x ..' V..'..j -..t ! I) (hoe.u buns pmib' d 
and " . ' d nr l.then b> lb. i h . n i l ' i i I'm i >. •• ' ( j , i t. i • gnr-. prnc'-eds reet ived f rom ihr sale, m 
a t t i ibu l .d .h I i-n, ' . t i e • ! h ran. . t |b '.. uh.m 

IS. Warranty of l i t ' . Tin (itatU... roxti.ants ind wa laiits l l i . i l at lhe tin., nf the exi . ution 
au 1 tha i . , \ ,.f I I . i . (•'.-•• -. . .- . . lb. C .n 'o: h., - .«,d . m l ma i l t l.ible l . l ! " to the Subject Interests, 



stdrirel only l<i stub i M i-ptions. < -barges, lions m ciicvmbiaoreS, if auy, as arc set f w t h or referred In 

i i I ' x h i b i l A, llt.il I ' I ( . i .mlo i b is llic pimei an.I i i t ; l i l tn cu-ale ami m u f t i upon tlio Grantee llic 

t i g h t . nl tlie Ciantrc giant.-d In the t. u e. <•'. tln's ("nits, y.siuc; and l i i it tlieie aie no suits oi proceed-

in «> pendiu:*, u i . tu t in 1 l.uitw led , of the ( n mi n llue it'-ned, agiinst Ol affecting tlie Subject Interests 

In l m e any coin I m oj or |»« Int. any giivrn.nirn' . i] t ntntiiissinii. I uiean oi any rcgulatoiy authority 

. . b u b i l ih-citled rivci-.-h to th. inter.' Is of th- th . i i i to i -1. .11 in.ilei hrily alfccl the rights of the 

( i i n i l . e piliM: . l i tins ( \ . n \ . \ mee i In (h int." hen-hy bin ! . its. '!, its •• . v ois ami a-signs, to 

vs..ii .mt and del n.d l o i c w : the rij.hl.s in h-i thi' h ' . i in i t .n . t ' . ' of the h i . in l rc , its si.eteswns and 

. I S M V I K . ngab.'.l the l . iwlul t I .ine n d d-mmds ol ctety pen-on who sh.:1! chu'iii tho same or any 

pt-.t i h c i m i , ai 1 the l . ' i .mtoi \ \ d ! in.!, , ' i iai) n.d Imld the thv.ulcc haiiuh . against and f iom all 

hi,s s u l h . - d hy ihe Ih. i i i iee .- uhiie- IUM \ la i l i i l i of ••• deft 11 in the Gianloi's t i t! ' to the 

S i i l i j . i t Inlei.-ts ai d th. pitith.it l i i i " I l l y d - . i . . IIMHIS as v . t i ! . . i i l c i l as aloresud. The eovt'itants mitl 

u a 11 ant ies of tliis J ' . iagiujdi IS - ' . . . i l snisive the dneha gr ..! the I'loduetitui Payment. 

IP. Tinusfir nf dn- Std vie. I Intrusts. I'.s.-tpl lm dn- conveyance ol pioduction payments 

I .-coining t l in i - . . nub . Mm let munition ol th: I'o-d'.u tion I'.ninent as provided in Paragraph 5 of 

tins C!i»n\tyaiise, piioi to such i • l a t m u th. I 'a.mioi shall not. without lhe written consent of the 

Gian tcc , rn.tl.c or JKunit any sun, m! ,. :,| m l n.ntcut, sale, irouvey.tiice, assignment, lease or sublease, 

in w h o l e tu in |. . i l . of ..in ul th. Sul.j.-.t lul l i< n , pun ith-d, how ever, thai the Grantoi shnll have the 

l i g h l to su. ruder, ab..i..hi:i ot n ' h i . . i I , ii.-in.ttc (t i th. r voluntarily in i inolunlar i ly) any ul the 

Stdtjeel Int. • I* (in any p o ' t c n tin i . o f j win n t ime i - co we!! located l l - . ; in i t i which is capable of 

p roduc ing I n .b-cathon.) in pu'viug .pi ml i . . • ..ml when th.- Giantot has ic.suitably determined that 

( i ) no existing v , "I ma- he i rc tu i .p l . t i - . l t l . ••on ..s a well capable of pioducing I l y d i o ohon* in 

p a y i n g tpiau'i'.ii ; i i ^ no additional wis! t aid he drill '-d and completed thereon which dd be 

capable ol pn".'.' e; I P , ! - I . J . - I .•• . . .•l-.c.e lhe i . n l o! dri l l ing nml computing same, iu 

pUSl'llU. i p l . l l . l i l i i s, a id I . i ' I . • p i . - s i ! l . ' ' - n a m e t • 'COl.l l . l . V liV-ilcr 1) o p - a t ions m a y i l l : 

:::• ! i ' . : : ! . .! . i t!: :, !.; , . , ! ! l i . . . .. . !.- I . . . u . d i l . at.s, ; , , . ! . . . . !! i n ! • i . i | . . t | i | C u i p . . u u i i n g 

l l \ t b i H - a i h ni ou r i.nd abr.\c tin . . •! . ! instituiic- .md en-.iplctiug such picsMiU' maintenance or 

s.-cOnil.lry iteuM ; cpeiat ;i-;t, i : i ; ; ', • ; • ; ' . I'm tie. piiiptWes cf this Paragraph 19, the 

w i n d s "io ] i i " . . - ' i i - ' - " :• ,-pp!i . . ' I tin.. I . i tin pioducing cipahihly of any wi l l shall 

l l tc-ui lhat, in t! , light ni ccnri i i . ms i \ i I ... th. t i i . . . ..! d. tcnnilialinii ai d which icusouahly 

appeal to I . nut », • j sn, !; -, . l i js | in. in ut i . or \ . i l ! he capable ol pioducing Subjeel 

I I \ . I n a .ob m \ - 1 " t- . •• . • \ b." i >i i 1 . . w dl i . i i I 'he GiaulmV •h.irc ( a i Uu owner of 

t h e S l l h j i c ! It .! , us t on v i e i : \ . , i - ; , ..' i • r ' i h l l , . . ! l;0 ' o | t ip : a t i l g S.I. ! i •.. 'ell. 

I l l . . : . ' . • , le :e i ' i ' 1 . - • . ' n • p •• i . ' i , ph o l t h i P.r ! i p l l 19 j . . I l l i lS i l l ' " G l . l l l l l H l o SIU-

n md. I . . '• .... ' : t-.'«.-« ist U ' c i . ' . .m. . ! : ' , • Siil.,.-. t .-lui ' Io i mc, p.iititin the-i-of), then 

( a ) iitiy i d th.- s i 1 - , • i u ! t • n • :, -i '• . . , '• v h; '.• .• . . ; .n >.d -;t .1. ab"inltc.ieil nr I c i -

irii!. .; .! •.hri! tt,. - ! . ..'• ,' i ••, , ii i . - i . in I.. ,i subj. ci iriiciest, nud (h) Ihe 
( . . .:. ' . e . i ' i ' i , ..' • • ! . i ..' . • . • • ., ..- • • th. Su'-j. • I l|lf.-il-st< (or .'iny poi tion 

l l '.) i . . ' • ' • i . , i l l ' . . . i e " i h ..: ill the Vio.hietio-l Pay-

iiv.-ut i , i th . I i l : . ' : ' . i . . ,' . i i :' t . e • , • ' . ! ' . ! 1 .ne the l ighl In r.ny pnu'eetls 

f>•• •. i . . h :• '• . •• i - . . ... .:. • i ! ' , ! , , , n . - . v . v. i . . p us i.b <], lu»v i ver, l i n t mty interi sl 

i n a i s ' l ! • V, S- ' . . '. I ',, . ' ' . . . ,-. p . i !,. • .1 '• w i , i . . . . ' . I . j . ' r d b u i l t Ml. ' ale, assit.u 

is., . ; : • i d - ! . . . , . ! . . - , , ! . . . . . : , - _ . . . . . . . . • . ! ' . ' ' . , • ; • • ' . . ' ' . . . , t ! i h ..s. • I i h e n by b o m 

l i e I i . to.net I ' . ; , ! . it 

f O . ) ' s i r , mi l l (it I ' .; l l t i M t T h . , • • . bs I • i l . ' . i : . l " I p . S l f t . l h e . " d - l Sll. l l l 

not p- . . hid th. (.', • ' . . • I . . . ' I . , . s. . i . . j . t> the . . • : 1 1 . ' i o! Ih. a-.nin.t t!,. n-r.l, pu.sjtl . d 

l . . . \ . \ .• i . ' . i t . ' . m l , , \ , . p i : . . , , - t 1- , , . ' I •. '.• i , l . i n : , . - . . ' r p I M it to t h . ( h . t l i l n i 



21 . Transfer of llu- Ptodiiclioii Payment. Nulhing contained in lliis Couvr nice sliall lie con

strued l u limit >>i i . s.iiel in anx xx.ij lite lighl ol (lie Ciantee to sell, convey, assign er mortgage the 

Fi o i l t u l ion Payment, in whole oi in pa i l . 

22. Riejils nf M ut ...'.•.•.ce m Tnistee. I f lhe Crantee sliall at any lime execih. : ;-,.tge 
m deed tif I I ' I N I roverim; .:1! oi pai! of lhe 1': 'Inchon Payment, llic mortgager or hustee Ihctcin 
named in the Imklei ul any " M i : .tlion set m i d lliciehy shall he entitled, to 'he i.stent such mortgage 
oi di < .1 o! tmst su | i i t i \ idt -. lu . .« 11 ise . . l i ul lhe ugh'.'., remedies, powers and piivileges conferred 
t iptui ' I n - (hauler In die leims >•! tin - Conveyance ami tu gi\e ui withhold all consents required to 
he . . l . l . i i i i t ' d licicimdci he the Ci . tn tm, hut the provisions uf ihis Paragraph 22 shall in no way he 
deemed >.i eonsliu."d to inipu-c upon lhe Grantor any oblig. lion or liahility undertaken hy lhe 
G i a n t , c undei such in.uU'.agv tn d i e d ol hu-.l oi undei lhe obl'galion seemed theichy. 

23 Notices. An\ noli. .-, u . p i r s l . demand, icpoil or uthei instriiineiit which may he required 
nr pe rmi t t ed tu ht gixctioi fuiuish d to tu seixtd upon either pai ly hereto oi ether person succeeding 
to any i n t e i o l > I eulu i p.uly hert I " shall hr d> med Miflicieully given or fuinishcd and scived if in 
w r i t i n g and deliv. led to Mich p e l ul person o. to an ollicer of such party or person or deposited 
i n the Uni ted Slates mail in a seal. I envelope, icgistei. d. wi th p.«*tage prepaid, adihessetl if lo the 
G r a n t o r tn Penn/oil I'laee. P.O. Pu\ '."<<~. Houston, T i x..\, ami if In the Ct.uitec lo Penn/oil Place. 
P . O . Hos 21)67, Hum'.,ii, Tes.is in I smh olhei address as tie. parly or person to hr addressed 
shall h a n design.:'..! hv writ ten I I - " to l l p.uly oi prison giving such notice or furnishing 
SUch l i p o r t . I l l i . i l . i . mr ! : i . i p | i -t i n nd 

2-1. Further \ssuiiiiices. So long as permitted hy applicable law so to tlo, thc Grantor w i l l 
execute and ri. 5i\ci all Mich otlu r and additional mstinni. t i K notices, releases, acipiillances and other 
docmnents, and will tin ..II such i (In i ads and Ihiine., as may be necessary more fu l ly to assure lo 
lhe G i a n t c c all lhe lights ;n <l inf. n is In n in aud heieby gi. , ' n l oi intended su lo he. 

25. !!:•.•.:!;::•; ^ I f . t l . A " -.•••"' •••' <-r"""" '" u ol Ibe Crantor coiilaiucd in lliis Con
veyance shall be tlei-mtt! lo hi cttveii.n.ls limning with t l " hind and shall lie binding upon all 
success.. i i . hin re I to, .md all ..- i . 'n . of, the Cnuitui and shall inure lu the benefit of all sncc. ssors 

he puivisiuns of this Conveyance shall innic to the 
i ci s-wrs and as'.igie: nl lhe Granloi and the Grantee 
•ferences hen !u lo . ilhci die Grant oi oi tlie Ciantee 

i n i n t e i e s t to, and dl assign" ' i . t i n C l . l •!• . . 

benefit of and be bhidhi ; ujioii ' . ] . . lespc, live « 
f i t . e i n i u l aite- . i n U M b j the ( n i t l ' t ce All 
»hall inchide llu ir i . »ti elixr sin ;•< v.or-s and ..s«r 

2 d . I t c l e . ee " i I i 'me t. 

f r o m t in Prodiii !t."< I'aj men! 
havt I h r r f h c l «.f • hi inn t! 
nut ttf v . I . l i b the I ' i . , i i i . . . , 
Pax ineu l <•: < ica'ii any nth 
Pa\ nienl s1 ,!' i • : in ttal 
f u l l j , m ,m.! of ihr I ' - , h. i 

27. I ' ina l T . . . . r i . . . lb n. 
sha: ' . i n ..:>> i \ . I t. n .1 • 

of . i l l l b . rim,, ,- 1 .;. ,,! | h . 
the dale b - , ( . . f . 

..ml . he 

the C . t i l e . o! iiuy pail of lin- Kuhjiel Interests 
nl tide t,, any pari of ihr Si b;', , t Interests, shall 

ds f u mi iht salt of production of Hydrocarbons 
. l i ' oi u d 'ci i ig .noon ! of lhe Production 
In ih-' Piodn lien Payment, and llic Production 

the i r . i i ii>,I : of '! •• Sul.p'e' Interests nnli! lhe 
• ixeri by lhe Giant-, n as hen in piuvid. d. 

hen . f, i l Pmriut tin;. Pnyincnt 

p. afl i lhe ilea ih ol tlm survivor 

United S'at 

o l i d r p : ' r\ IM' II 

;..!! l i n n 21 \ 

i'.< s id . 'u! i i l ! 

2H. lU-adii , • 

...11 i , t n l f . . t t i . 
I'aiagn.ph 

.•ichucti ui 

K - W i INT.ix W iU ' : u i . | h i 

a n d i . l i t i s the !:: • : ! u l 

I h e p . l l i b . I . r .e , „ : , u l |ht'« I 

In ariingx 

. . f th'.sC. ! l \ rv al l 

In !.• 

thi-. Conve: 

• • . I (. . . 

x\ho ine living, on 

are f " i convenience onlv and 

P.c 

e - i t t j l e d i n lb •I th 

' . l e d I . 

I ' L i l l ' l : 

In ..I 

vv i ' i 

( ' ee, . 

i l s U U 

. ol ProdiU tion Pax r i . nl amends 

,1 d ! as ul March I . 11,74. ami 

•1 l iu thic l iou I ' . i \ incut to be t l l i l j" 

>s uf ll .eii respective acknuwlcilg-



i i i f i its i i t i t w c d hereto, in scvci.d i iuinteip.ius, each " f whioh is an ni ir iu.r i anil all of which are 
identical . Kach of saeli emm'.cip.uts s l id ! ioi all purposes lie deemed lo hr an original, and all sucii 
COun!erp.nts tn ther shall c n i r i i l u t o 1ml our and ihr samr Instrument. The dale ol this Instrument 
shall l ie de rmrd fm .i l l pnrpn-.es tn lie the dale liisl uhnvc wi i l t eu . 

Witnesses: l i SN/OII I . ( i l ' IM ANA A M I ' l i s AS ( ) H M i l l l l l . , I Sti. 

Witnesses 

AITTCST: 

Pl v\/i»M (.'.:>' ie r.v 

hy 

A'iTT'ST: 

[Goin-nitvit: SKAI.] 

[ f i n i-. m vn: SKAI.] 

I d -



T i n : Si ATI. oi TKXAS \ 

O n •• I Y oi ! IAIUUS f 

1»I I i I l iAir ' i i) lb I I . lin" undersigned, n Nof.iry I 'ul i l i i duly qualified, sworn and acting 
in .uni lm llic I .UAI Si ilc alurcs.iid. h'-ii-hx cc i t i l ) thai, nu this tins ol May, 1970: 

(Louisiana) Before mc app a n d , tu nu p on .IK l.ii'ixvn, whu, being by inc duly sworn. 
d i i l say that hc is \ i> liesid> nl ul l i w / . u n I . U W M W , , A M I T I A A S ( ) I I MIDIU., I N C . a Del.iw.uc 
i-oipoi. i l i . i l . and lhat (be seal i t l l ixtd tu the hnvgtuiig instrument is tin (urpn-at - seal of said cupula 
t ion and that da inst i ium til w .,• signed mid xe.th ! in la hall ol thc coiporation by authnrits ul its 
Hoard cl Diicctms anil th .t ackuowh dgt d llu instrument In IH 1 t in - fret aet aud 

deed ul the corporation 

(Lnuisian.i) llefnie mc ap|M*.ocd . In nu- pi r ninlly kimwn, whu. Iieint* by nn- duly sworn, did 

say that hi- is Vict Pies: L ut of l i \'S7ii't, G I S I I - A N Y . a DelaWiUc corporation, and tli.it ihc seal affixed 
to the furegaing inslin-n, i-t is tb.- corporate ical of said coipoiati >n and that the instrument was signed 
and si di d in l>. I dl i I t in- i m p nation by authority ol its Hoard ol Directors and that 
a i l linwli dgi .1 the m . l i u i m ut In In- the lic>- act and deed of (In i • n p> ii .it it iu. 

(Texas) Mi fou 'ne on this (' iv p<-rsoti-dly app»*.ii«il , known lo mc lo I K 1 the person 
whose, name is suha i ibc i l tu ihc foregoing inslriniicnl and lnown tu in ' 1 to he a Vice I'rcsideul of 
F K . » X / 0 1 I I.OIHM.WM i s u l i .x i s O I I - M I O I I I Isi . . , . i Di hiw i n e.iipni.iiinn, and ackiioxi'lcdgcd lo me 
lhat le' cv i utcd said i i I rutin ul hu tin- piupo>i s .tin] cmixidcratinn th ru in rxpii-sscd, anil as the act 
and deed " I said t . i j . n . i n. 

(Texas) lief tue ine uu lliis the pe r in ill) appealed . known tn nu to be the person whose 

name is Mihseri! ' to i h r i i < i g iiisliumetit and known to me to In* a Vice President of PrNNZon. 
C O M ' M N T , a \> iav.ire i m n'«tti >n, anil acVuowh ' ' " nic ih. . ' he executed said instrument fnr 
l l u puijHm,; . . I I ! ' • ih •••••n mnu-s i d ,' d as the aet and deed oi said coipoialion. 

I N V I I N I S S W i l l 1.1:01, I have hereunto M'i , iy hand and n"!. I.d notarial seal, in the City of 
Houston, Counts nl I I rri>. Stah nf Tt xas. (lib day of Mav, P»7(i 

N't>taii Puhlh iu and fm I hu i is County, Texas 

My Com* . a m Kxpsri s 

- II • 



EX I I I HIT A 

TO 

CONVI:YAN<:I: or pnom'cnoN PAYMENT 
( ' l .m in i \ 

l'n.li.i.l.-«l 
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l o.-. ' ma M No : \ Id !.'X67«.' 
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South \ ! I . ' . f -• i >!•'.• '..! I . ... Map. 
I ..;:'• tan . M ;• \ . - .' V IG.OVKV. . • , 

O C s j 1? | .71 AV ..! !•!".!• I : . . i Sn;:!i M ., '., I '.. , ! \ . , ,. 
S itiih V.!.hli...i I - 1 »:: • in • Map, 
I • •.!.>!. !, . M p \ . . a 0.f.'-(.!.7'. 

< » : > .;.•'. i 1." 1 7 ' A : : .-• 1 1 2 ; v, -.: v . . • •„ .,. 
S . i i 1 A !.':•:...-- ' >i . . . . . ' I , . , v Map 
I \ \ p \ . ;« ( j»* f / -7 ' ; 

<K..S c..:v ; 1 7! vii .1 . r . s - - • . : . -:.» \. . 
S • !) '. !.!•• • \ 1 .... M .p, 
1 • . • ! . ' . i i , - ^ - : 

ocsc' .si 1; 1'. ; Al! of hi -1, »."•• s, .!. M ! h ps 
S . ••' '. : 1 : , . • s < >•• . ' 1 , . • M..p 
l . .# .. ... 1 M .p i . . . K (i (,'.(.' v . 

O C S - C C V M 12 I 71 M l i ' 1 !. 1 ! | S.i • M i I ! ! ' . . .-
s-„.•:. . . ! . » • » . - « . -1 • : 1 • . M ., 
I - -. • . M ; i S . fy.- ( / ,7 ' i 

o c s c i i o 12 I A!!. ' . . ' . : . . 1 1 r ? \ . 
! >:•. ! 1 - a- * 1 p i - \ I \ . ' I !«• f^-'.f.T' ; 

• 'Cs t : {1 J. 7 I "... A i ; . ' . . ' . ! ' . . 1 , •• i ' •..; •. 
.,- -'r-.-.- . . . . . 1 i i s 1)!; , , ' ! . ,- ' . : -. 

in.N.iif.7': 

ocrs (. .,.- 5 1 7; \ i i • • -.: ', i 
\.!. < .:• . : I 
\! ,p \ - n 

» - C.'.*17 2 i -7i I ' ' i I ..., ... M 
11 • . . ! • . . . . . \ : . . 1 - • • . •,: ^ . . 1 \ . 1 .1 - . • 
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TO 

CONVKYA.NXT. Ol rHODUC'llON I'AYMK.NT (Continued) 
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lis. Sl <•! I uui'.i mi. < I. ! . 12 |!l..>t» i.I . i i 
l.n«!v. 1.il . ' i \ i Ihis. ' Sup; !• m<"i!.il IVcree 
1.111.' CUM l *> * • • . 1 • nth 1 :'(' 1971 , y, 
<ft]> Oihi i t ! I • .1 M. p. I.u.r :.i Map 
N.. . 10 25.Mtr; 

oc ' .c i r •• 7 '. 7." iii' 7.: r . V:.... pm in. 
1,,'.:. t! -. ! f, el : . f . l l i ! . f t i i . i I i i . l 
Supp! •.. .•• • ' I ). . . • I M-r, i s. , 
( i ) . . . ' • ! " . i l ' . Oiin 1 1 I .....si:!'.; 
M.ip. lu. ,. , ., Ki.iu .. PI , 

ocsCtr. 1.: t 71 AI; i*: >:.'.. M • ;•• v .... o< *. (if1. ;.,! 
I t . i - M .1 . I • m M .p in i h . i t 
pm!: . 1 I.."kr . I M' !•>.'! ..':.W"Ui| 
n l t ' . ' ! l m , : '• m .'. I ' . i r . I l i . r t I t ' l 

'. .' 1 i } . . . . . ,•• }•; ' . • • 1 21.(HI' 5 

O l S (-'. I M H' I 7. i ' i ui ;. I V! .1..: i ' .v Vi. 1 as 4 j i v ii mi Map N- tt ' 

Ma:- Ni . h ' 
O l s1 ( .J i .-. 1" t-7/ Vii . ' 1 ' 1 I ; ' M ' i • V i . . 

, / ' . ; ' 1, • m. : C r 

H i '•• ' " '• 1 1 1 ' . . ' V! 1 I ''.Iv ; I '•' ! . • •!••"• . " ' 
<<".. 1 ! ' . .1 ip l.o .1 . Map Nr in 7.5"'.' 

(M - . ( , . : 7 t " . \ \ : , . > : ' • ! N. f .! ; 17 \ . v. O i ' . . . . . . . •!...•>. ! : 

t i . , s i . , : . • 1. r-- vi p M i ;•. t j 2 i . (n i ' ; 
< K ' '. 7 I 7". V!' ••!!.'•.- N'Vt :i i '7 \m. o.i- .• &mi, 

mi ( ! ( • , ( » : .. : ' ! . iv.!i, ' ' ! ... . M l I . . 12 2l.(l>t,. 
OCS C ..• . V-l-75 V!! . . i l l ! - k N. I ' i ' I I s.. Nu 2. 

.. ••In. • 1. uu MI 'S O i I 1 ..Mi.!«, Map 
\ i : !' . KICK)'., 

ocsc j ,.'.i • 17i AI; 1 1 •. (. .!•.. v.. i smith 
t r . . 1. , ' ! • mm M I . ,. M ,,. N'u ' 'V •>?.«» . 
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AMENDMENT , . i 'J 
TO 

INSTRUMENT OF CONVEYANCE OE PRODUCTION PAYMENT -
T1IIS A M E N D M E N T T O I N S T R U M E N T OF C O N V E Y A N C E OF P n O D l ' d T O N PAYMENT 

(this "Amendment") dated as of May l , 1976, lietween P M N V / O I I . LOUISIANA AND TEXAS O I KSIIOIU:, INC., 
a Delaware corporation (the "Crantor") , having its principal oflice and post office address nt Pennzoil 
Place, P.O. Mas 2967, Houston. Texas, and P I N N Z O I I . C O X I P W Y . a Delaware corporation ( l l ic "Grantee"), 
having its principal office and post office address nt Pciuizoi! Place, P.O. Pox 29G7, Houston, Texas, 

WITNESSETH: 

WUEHKAS, hy means of that certair. Instrument of Conveyance of Production Payment d led as 
of Marcli 1, 197-1 lietween the Crantoi and Crantee (such Instrument of Conveyance being hereinafter 
called the "Conveyance"), the Crantor conveyed to the Crantee, and Ihr Crai.tce purchased f rom the 
Grnnlor, nt the time the first loan was made tu die Crantor under that certain Bank Credit Agreement 
dated us of March 1, 197-1, as thereafter amended and restated, among the Crantor, Tlie First National 
Bank of Chicago, and the other hanks named therein (such Hank Credit Agieement, as amended 
nnd restated ns of May 1, 1970, being hereinafter called the "l ianh Credit Agreement"), a production 
payment dischargeable f r o m the proceeds ul production f rom ur applicable- to the interests of the 
Grnntor (hereinafter called the "Leasehold Interests"), in those certain oil and gas leases covering 
lands located oflshore Louisiana und Texas in the Culf of Mexico, which interests, leases and lands arc 
described in Kxhihit "A" to th • Conveyance and in Exhibit " A " to Appendix 1 to the Production 
Payment Agreement hereinafter n - fc i ied to, in an amount equal to the aggregate principal amount 
of Uic loans, plus accrued inteiest and commitment fee, outstanding under the bank Credit Agree
ment ou f i e dale, if any, upon which ihr puichase price thciefoi is paid by Uie G.anlct lo tlie 
Crantor us provided in that certain Piudutiinn Payment Agreement dated as of March 1, 1974, ns 
thereafter amended and restated as ol May 1, 1076, 1—I- < the (irantee and the Grr.ntor (such 
Production Payment Agreement, a . so amended aud restu'-.-ii. ! ng h reinafter called the "Pioduction 
Payment Agreemenl"), nil as mote particuiariy piovided in Uu . induction Payment Agreement; 

W'UI.IU.AS, iu order to induce thc banks referred lo in Section 2 of the bank Credit Agreement 
(hereinafter called thc "Banks") to make loans pursuant lo thc bank Credit Agieement and to secure 
the pi rforinanee hy Ihe Crantor of ils obligations under lhe bank Credit Agreement, lhe Crantor, 
by Ih ,! Certain assignment dated as ef M.uch I . 1971 anil coufinm d by lhe Confirmation ol Assignment 
d a t ' d as ol May I . 1970 (hen ' i n.d I n c.d'i tl tin "Assignment") l i m n (lie Ci.uitoi lu The First National 
Bank of Chicago, as agent ftn the Haul s (hrrcinallcr called the "Aj jen l" ) , assigned, liansfcrrcd nnd 
Sit i n . i in thr A:;-nl lm ll> p i o p o i l i o i i i l r I . i M tit o! |in- 1. i.ks as llieji iulercvls may appear all 
lhe right. Wit' and iuleii uf lhe ' o.uiloi i In and undei ihr ] mdiictiun I'.ivni-.-nl Agreemenl, subject 
t.> thc CM' pt • set lm th in the AsMgiiuirtrt . id u I ,t i i .V r imr. nl was also t'vecut"d hy ihc (irantee 
for the purpo.i uf its making tin- n pi t • rn ti .ir. .mil .'pceia! ag i t f inc i i t s set out thcicin; ami 

Win in \'. pursuant tn the i t - ip i . I o! t l - l i . n i l u i and ihc Crantee, llu- Agent proposes to join 
herein for Ihc limited pu ipu t •; sei fo i Hi b. I ". ; 

Now, Tm MI.I tna.. in ou l i ' i to ., ' t l lu lhe Leasehold l i . t u r - l s 11 - * i t i l iH- l s of the Grant'a in 
i.t-itain oil und eas leases co t i - i in ; ' land-. Inc.ilt I ollshnie Loin i ma and Texas in the Culf of Mexico 
adjacent (o \ \ , f Uni.ed M i l t s nl America, .md eoiisi.lei.ilioti uf tht pu mises nr . lhe mutual 
covenants and . ; icrmcius k c i r i t i v<< lamed .md intruding iu be legally banntl, lhe parlies hereto 
agree as follows: 

1. The Con vi y . i ' u i i , hen bs a nt nih i l in the rollo«vir.;' tcspecls; 

(a) The. fiist p i . .;.iaph nl Cniiv.'y.uiec is ameiidi ! tu ivad in its e::tiiely as follows: 

I 



"THIS IKbTlU MENT OF CONVEYANCE OF PbOl CTION PAYMENT (tliis "Con
veyance") dated a*, of Marcli 1, 15)74, as amended and rest d as of May 1, 197G, between 
Pr.NNVou. LOUISIANA ANO TCXAS Onsnoiir., INC., a Delaware coiporation (tbe "Crantor"), having 
its principal nlli>v ami pust office address at Penn/oil Place, P.O l>o\ 29G7 Houston, Texas, and 
PKNN/OM. COMPANY, a Delaware o moral ion (the "Giantcc"), .ving it | rincipal office and 
post oilier address al Penu/oil Place, P.O. box 2907, Houston, i ' , xas,". 

(b) Subparagraph ( f ) of Paragraph 1 ol thc Conveyance is amended by ad-ling therein the 
clause ", as amended and restated as of May 1 1070," after the number "Pf. 1". 

(c) Subparagraph (a) of Paiaglaph -I of lhe Conveyance is ai nded b> adding ihcrein the 
clause ", as thereafter amended and restated as ol May 1, 1976," after the number "197-1". 

(d) Paragraph 23 of lhe Conscyance is amended by changing the address "900 Southwest Tower" 
to "Penn/oil Place, P.O. bos 2907" at each occurrence tluvciii. 

(c) The " I N WITNESS WHEIIEOI" paragraph of the Conscyance is amended to read in its entirety 
as follows: 

" I N WITNESS WHEIIEOK, this bestali i Instrument of Cm veyance of Production Payment 
amends and restates the Instrument cl Conveyance ol Produclion Payment dated, as of Match 1, 
1974, and the parties have caused ihis Hotaled Instnunent ol Couvcyan ol Produclion 
Payment lo he duly executed in the presence of lhe undersigned witnesses on llic dates of their 
respective acknowledgments annexed hereto, in sex era] counterparts, each of which is au original 
and all nf whieh :ir- •' --itic.il Each cf such counterparts shall for all purposes be deemed lo bc 
an original, ard a"! - !> counterparts together shall constitute but one and the same Instrument. 
Thc dale of this Lis.i.mien! hall he deemed fer all purposes to he the daie first above written." 

( f ) The signatmes and acknowledgments set forth in the Conveyance arc amended tu read in 
their entirety as set forth in Annex I hereto as thc signatures and acknowledgments thereto. 

(g) Exhibit "A" lo lhe Comcynucc is aim nded lo read in its entirely as set foilh in Annex I 
hereto as Exhibit "A" then to. 

2. Except as amend, d heieby, the provisions of the Conveyance shall remain in full force and 
effect. The Conveyance, as .mended hciri.y, shall be rest..ted to re .1 in its entirety as set forth in 
Annex 1 hcicto, i! hem- aejecd and und- (mid that all lefcicnccs in the Conveyance as amende! 
hereby and so uslalid i>' lie.- bank Cuthl Agiceiiiriil shall !»• deemed lo be rufeiencc!. In the ban!. 
Credit Agietnicul its amended and ic-ilal'd as n| Mas I , 1970. 

3. The Agent. Ioi and uu b hall and in the i ..me ul lhe banks. In .by consents to the foregoing 
uineudmenl lo and it -l.it. m-.-iil ol lhe (an iO.inee; provided, howev. (hat notwithstanding any 
prmisinn Iten ul In the cool:at\ ihis Aniei'd uei.t sliall not be coiir.lin.-d in opeiate., except as 
expressly set feilh above, lo niodii it, an;. I . peel lhe rights .md obligations of the Company or 
Penn/oil lindet 'lie Piodia lion Pa;, in. nl Agi< >• n.-nl oi Ibe AsMgiunciil. 
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I N WITNESS WHEREOF, the parties hereto have caused tliis Amendment to bc executed by their 
respective officers thereunto duly authorised as of thc day and year first above written. 

WITNESS'S: 

PENNZOU. LOUISIANA AND TEXAS OKFSHOHE, INC. 

By 

VICE PRES'DENf / " 

PENNZOIL COM CANY 

EAE] 

THE FIUST NATIONAL BANK 
/ / ) _±. ^ * , ' OK CIIICACO, as Agent 

Vice Prc.Mcnt 

[SEAL] 

r 



T H E STATE OK TEXAS 1 

COUNTY OF H AIUUS J 

BK. IT REMEMnEnrj> that I , thc undersigned, a Notary Public duly ^qualified, swom and acting 
in and for the County and State aforesaid, hereby certify that, on this day of May, 1976. 

(Louisiana) Before me appeared ^ **'»*»"»U^3r. t o I u e personally known, who, being by me duly sworn, 

did say that he is Vice Piesidcnt of PENNZOU. LOUISIANA AND TEXAS OFFSHORE, INC., J Delaware 
corporation, nnd tbnt the seal affixed to the foregoing instrument is thc corporate seal of said 
corporation and that the instrunient was signed and scaled ill behall of the corporation by authority 
of its Board of Directors and that \K) vU^J*. „ . ' ' - d g e d the instrument to be thc free act 
and deed of the corporation. 

(Louisiana) Before me appeared W ^ tl)»\l<««t,».j t 0 m e personally known, who, being by mc duly swom, did 
tay Uint he is Vice President of PENNZOU. COMI'ANY, a Delaware corporation, and that the seal affixed 
to the foregoing instrument is the corporate seal of said corporation niul that thc instrument was signed 
and sealed in behalf of the corporation by authority of its Board of Directors and that Uhi UUUr>»*« 
acknowledged the instrument to bc the free act nnd deed of thc corporation. 

(Texas) Before mc ou this day personally appeared^ rH.fci^wU^^lr. ( known to me to bc the person 
whose name is subscribed lo the foregoing instrument and known to nie to be a Vice President of 
PENNZOU. I.OU1SIANA ANO TEXAS OFFSHORE, INC., a Delawaie corporation, and acknowledged to me 
that he executed said instrument for thc purposes and consideration therein expressed, and ns the act 
and deed of said corporation. 

(Texas) Before mc or. this day personally appeared^.B.ld.Mu«u*» known to mc to he the person whose 
name i i subscri'ved to the foregoing instrument and kn iwn to me to be a Vice President of PENNZOU. 
COMPANY, a Delaware corporation, and acknowledged to me that iir executed said instrument for 
thc purposes and consideration therein expressed, nnd us lhe act und deed of said corporation 

Is WrtNESi VVHFJIKOF, I have hereunto set my hand and official notarial senl, in the City of 
Houston, Count) of Harris, Slate of Texas, this t^^day of May, 1&76. 

Notaiy Public in and for Harris County, Texns 

My Commission Lxpires^^Z^^-w.. / , / 777 
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T I I E STATE OF IIJJNOIS 

COUNTY OF COCK 

BE I T REMEMBERED that I , thc undersigned, a Notary Public duly qualified, swom and acting 
in and for the County and State aforesaid, Hereby certify that, on ttiis /t? day of May, 1976: 

(Louisiana) Defoie nic appeal cdf *'s% ci U • *--"»•* , to inc personally known, who. being by me duly 
sworn, did say that he is Vice-President of Tin: FIRST NATIONAL BANK OF CHICAGO, a 
national hanking association, and that the seal affixed to the foregoing instnunent is the corporate seal 
of said coqxu.ition and that the instrunicntwus signed and sealed in behalf oi thc corporation by 
authority of its Board of Directors and lhat l-£c U/r«;< L- acknowledged thc instrument to be 
the free act and deed of the national banking association. 

(Texas) Before mc on tbis day personally appeared 4 ^ b+ftl t-< &e*n* t known to mc to be 
the person whose name is subscribed to thc foregoing instrunient and known to mc to be un 

Vicc-Prc-:d{ :it of Tin: FIRST NATIONAL BANK OK CHICAGO, a national banking association, 
and acknowledged lo me that lie executed said instrument for the purposes and consideration therein 
expressed and in the capacity therein sta.ed, and as the act and deed of said national banking 
association. 

I N WITNESS WHEREOF, I have hereunto set my hand and i ai notarial seal, in thc City of 
Chicago, County of Cook, State of Illinois, this / C day ot K.ay, V ?6. 

Notary Public in and for Cook County, 'Hir.ois 

My Commission Expires 

Xj Gnxsa Lpa Api 9,1313 



ANNEX I 

PENNZOIL LOUISIANA AND TEXAS OFFSHORE, INC. 
TO 

PENNZOIL COMPANY 

CONVEYANCE OP PRODUCTION PAYMENT 

THIS INSTRUMENT OE CONVEYANCE OF PRODUCTION PAYMENT (this "Convey
ance") dated as of Marcli 1, 197-1, as amended and restated as of May 1, 1976, between PENNZOIL 
LOUISIANA AND TEXAS OITSIIOIU-, INC.. a Delaware corporation (the "Crantor"). basing its principal 
office and post office address at Pennzoil Place, P.O. box 25Ju7, Houston, Texas, and PENNZOIL COM
PANY, a Delaware coqioratian (the "Crantee"). having its principal office and post office address at 
Pennzoil Place, P.O. Box 2967, Houston, Texa,, 

W I T N E S S E T H : 

WHEREAS, the Grantor desires to sell and the Crantee desires to purchase the Production Payment 
hereinafter described, 

Now, TUI.HF.FOHE, it is agreed b\ id between thc Grantor md thc Crantee as folloxvs: 

1. Certain Definitions. The following terms shall be used in this Conveyance wilh the meanings 
gix-cn below: 

(n) "Accounting Month" shall mean nny monthly period commencing xvith and including 
Uic 21st day of any calentlai month and ending on and including du- 20lh day of thc next 
succeeding calendar month. 

(b) "Effective Date" shall mean 7 o'clock, A.M.. on the dale of this Conveyance, nceording 
to the time then in effect at the location of each Su'ijcct Interest. 

(c) "Exhibit A" shall mean Exhibit A attached to this Conveyance and hereby made a 
part hen of fnr all purpose •. 

(tl) ' llydrnca.buns" shall mean sill oil, gas anti otlier hyriioe.uboiis or any combinalion of one 
or more of such substances uppropiiate In Ihc context in which such term is used. 

(c) " I case" shall mean any oil and gas lease or sub lease, described in Exhibit A. 

( f ) "Proceeds Commei.cement Date" shall mean 7 o'clock, A.M., accoiding lo the lime then 
in ellect al the loealion 1 ' e.i'-h Subjeel Inteiest, on lhe dale upon which the purchase pi ice is paid 
by the Ciatilce lu lhe <-i >r a*; pio\ ri d in the Pruduitlon P..) i. ul Agreemenl dated as of 
March I , 15171 as ninendi d and restated as ol May I , 1976, between the Grantor and the 
Cruutct. 

(g) 'Subject Ibthoiaiboiis" shail mean all Ilydroca'lions in and under, r.nd xvhich may 
be piutlucid aud saved bum, and which shall accrue and bo aiiibullible »o, die Subjeel Interests 
from r.nd idler Ihe Proceed-. Coiniiieiie« mcnl Date and luioughoi'l the period Speeifietl in ihis 
Conveyance I " : lhe trim oi ihr Pioducliou Payment. 

(h) "Suhjicl In1 li sts' shall mean the unditit! d percentage interests tif the Crantor in Ihe 
Leases, and. in addition the • rarh and rvyiy othei kind and ch aaelei ul light, title, claim or 
inteiest which the Cianioi now has in. Iti or under lhe Leases, which inteiests or Leases tire 
cilhei SJH-Iilieally in geuci.tlh described i i . Exhibit A. all as the same shall bc enlarged by the 



discharge of any payments out of production or by the removal of any charges cr encumbrances to 
which any of thc same arc subject and any and all renewals and extensions of any of die same, 
but there shall not be included within the Subject Interests any rights wliich thc Crantor now 
has or may hereafter obtain with respect to production attributable to the inteiests of noncon-
senting pai tics under any operating agieement, unit operating agreement, contract fo> development 
or similar instrument. 

2. Conveyance of the Production Payment. The Granior. for valuable consideration, the 
receipt, adequacy and sufficiency of which aie heieby acknowledged, by these presents does hereby 
grant, bargain, sell, convey, assign, transfer and deliver unto the Crantee, as a production payment, 
an undivided eighty-five percent (85';.'.) interest in tlie proceeds from thc sale of the Subject 
Hydrocarbons; subject, however, to the provisions of Paragraph 3 of this Conveyance. 

Thc aforesaid eighty-foe percent (S5',i ) interest in lhe proceeds from the sale of thc Subject 
Hydrocaibons, as granted, bai gained, sold, conveyed, assigned, transfer! ed and delivered unto the 
Grantee by the terms of this Conveyance, shall bc thc "Production Payment." 

To HAVE AND TO HOLD the Production Payment, together with all anil singular the rights, pris-ilegcs 
and appurtenances thereunto in any way belonging, unto the Grantee, its successors and assigns, 
forever. 

3. Certnin Provisions Governing Subject Hydrocarbons. Al! the piovisions of this Conveyance 
shall be suhject to the following: 

(a) For thp discharge of the Production Payment the Grantee shall look exclusively to 
thc proceeds of Subject Hydrocarbons, and the Grantor shall not be liable for such discharge. 

(b) The Production Payment shall not be dischargeable from the proceeds of nny products 
resulting from any manufacturing, pioccssing or refining opeiation, except lo the. extent cf that 
portion of such pioceeds which icpicscnts thc fail market value at thc well ead of tiie Subject 
Hydiocaibons used in such manufacturing, pioCessing or refining operation. 

(c) Thc Production Payment shall not be dischargeable out of uny bonus which the Grantor 
shall receive for any Lease or assignment of any of the Subjeel Inteiests or out of any payments 
made to the Grantor iu connection with (he drilling or deferring of drilling of any well on nny 
of the Subject Inteiests or in connection with auy adjustment of anv well and leasehold ccpiipmcnt 
upon unitization of any of thc Subject Interests. 

(ti) There shall not be ini ludcti in the Subject Hydrocarbons any Hydiocarbons unavoidably 
lost in tin: production theieol oi produced and saved from any of the Subject Interests and 
used by the Grantor in conformity with good field piacticcs for drilling and production operations 
(including gps injrc'.ioi second.uy recovery, pressure maintenance, rcpicssiiring or cycling 
opciations) conduct! ' to; the pmpose of pioducing Subject Hydiocarbons fiom 'So Subject 
Interests or from any unit to which the Subject Interests aie committed, but only so Io..g as such 
Hydrocaibons TIC SO used. 

(e) So long as and to the extent that the same may be required by applicable laws nnd 
regulations, in the case of nny Lease fiom lhe Unit. I States of America included in tile 
Suhject Interests, fiom which the aveiage pioduction m oil pei well per day nvcaged on the 
monthly basis is Jo bam Is r»l less, the obligation to pay and the right of thc. Ciantee to receive 
the proceeds ol oil pioduecd from MI.1I I.e..so shall be su-ptiidt-d until said average production 
of oil per well per day exceed, said minimum aiuount, and sueh suspension shall apply 
Separately to any lone or portion of such Lease si ;.,legated Ioi computing government royalty. 

4. Amount und Term of the Pioduction Payment. Thc Production Payment shall continue 
and rem.iio in lull loiee and r i led until such time as the Ciantee shall have icccived and realized, 

- 2 -



out of the proceed: '.fie sah >» thc Suhject Hydrocarbons, free and clear of all development, 
operating, mining, pr.,, Js • ng. processing, handling, storing, marketing, transporting and 
other cos'.s and expenses ul . y \ d whatsoever, the full aggregate sum of the following amounis: 

(a) Thc aggregate principal amount of loans, plus accrued interest and commitment fee, 
outstanding on the Proceeds Commencement D te under thc Hank Credit Agreement, dated 
os ot Mar**' t, 1971. as then-after amo-d " and restated as of May 1, 1976, among thc Crantor, 
The First .sutmual Hank of Chicago and t.ie other banks named therein (I . rcinaf ler called thc 
"Primary Sum"); plus 

(b) An nmount computed at a rate per annum (on die basis of a 365-day year) which shall 
be equal to 1129c of the corporate base rate on 90-day commercial loans to its la; jest and most 
credit-worthy commercial borrowers ill effect ar The First National Hank of Chicago from time to 
time pins Wa, such rate to change automatically md Irom time to time effective as of the date of 
each change iu such corporate base rate, from aud including the Pi oceeds Commencement Date 
on the unliquidated balance from time to time of thc Primary Sum (thc first such computation to 
bc made on the 21st day of thc month nest following the Proceeds Commencement Date for the 
period from and including the Proceeds Commencement Date to and including thc 20th day of 
the month next follow ing thc Proceeds Commencement Date on the amount of such unliquidated 
balance on the Proceeds Commencement Date, aud subsequent computations to be made monthly 
on thc Drst day of each Accounting Month for the preceding Accounting Month on the amount 
of such unliquidated balance on the first dav of sueh preceding Accounting Month); plus 

(c) An amount equal to the aggregate of all amounts which arc paid by the Grantee tc any 
state or political subdivision thereof on account of ad valorem, transfer, mortgage, gross production, 
gross receipts, income, profits, severance, occupation, sales, use, franchise and other taxes anil 
assessments of any kind whatsoever, including penalties -md interest, imposed or assessed with 
respect to or mcasuicd by or charged against or attributable to the Production Puyn.cnt, die 
Subject Hydrocaibons or the pi oceeds thereof, together with an amount equal to interest on the 
unl'quidnted amount thereof at the late of 7% per annum from the date of payment of each 
such amount by the Ciantee; provided, however, that the Grantor shall have the right at its 
expense to contest any such taxes or assessments in good i . ' ' i on behs'f of the Grantee. 

I T HEING Tin. INTENTION OF THE CJIANTOII AND THE GRANTEE I N ENTEIUNC INTO THIS CONVEY

ANCE that the Grantee shall be entitled to receive aud realize out of the Subjeel Hydrocarbons the full 
aggregate sum t«f lhe amounts described iu subpa;agiaj lis (a) and (b, of this Paragraph 4, fiee and 
clear ol all costs and expenses ".ith respect to the S i ct Interests aud the Subject Hydrocarbons 
(v : inth expenses and costs .'hall be borne by ihc Granloi; and over and above all taxes, expenses and 
coils >f the thai at. di-mined, specified ta le'cired to in subparagraph (c) of lliis Paragraph 4. 

5. rcniiinalinii ef the Production Payment. When the full aggregate sum of die amounts 
specified in subparagraph* (a), (b) and (v) ui Paragiaph 4 ol this Conveyance (as increased as 
expressly piovided by the tctuis of this Conveyance) ha-; been received by the Grantee, Ihe Pioduction 
Payment shall fuillnvilh Icriuinaic and ail inteiest therein shall immediately revert lo and become 
vested in the Grantor to the same extent and wilh the same force and effect as if this Conveyance 
bad not hi in made. The (.tinnier ague- that, upon sin.li termination, i l .shall execute or cause to 
be executed, upon the letpicst and al lhe expense of the Gi tutor, sueh instruments as may be 
necessary ui appiopiialc te evidence the ti iinitiation ol the Production Payment. 

6. Application of the Pi oceeds of Subject Hydrocarbons. Fo. all ptirpo'cs of this Conveyance, 
tht print-ids ol Subject 11\ ihne.nbons actually icTchcd by the Ciantee prior lo thc close of business 
on 201 h day of lhe mouth next following lhe Pint, eds Commi net mi ni Dale shall be deemed to have 
been received and applied immediately alter the opening of business on the 21-t day of such month, 
and then .liter, r:jeh ; cet tls actually ice ived by Ihe OimlcC after the- opening of business on the 
first day ul each Account •• g Month and pi ioi to ihe rinse of business on the last day of such Account-
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i ng Month shall hc deemed to have heen received and applied immediately after on ' - of 
business on the first day of the next succeeding Accounting Month; provided, h'.wcver, 
any date of application specified above shall be a Saturday, Sunday or legal holiday un. ' r • i 
of the jurisdiction in which such proceeds an actually received by thc Crantee, such prTCv 
shall he deemed to have been received and applied on Lhe last business day next p.ec«cHug suth 
Saturday, Sum I.n ui legal holiday in sueh jurisdiction, Lut the amount of such proceeds io be 
applied pursuant to subpatagiuph (a) of this Paragraph 6 shall nevertheless be die anionic under 
subparagiaph (h) of Paiai; aph 1 ol this Conveyance accrued up to (but not including) rncli hthuJay, 
Sunday or legal holiday. Such proceeds shall bc deemed to have been applied on die firs' r , - v of 
c a d i Accounting Month as follows: 

(a) First, lo Ihe amount referred tc in subparagraph ( b ) of Paragraph 4 of this Com eyu;-e 
accrued up to (hut not including) the date of such application, and 

(h ) S. ond, to the amount referred to in subparagraph (c) of said Paragraph 4, to the 
extent then ascertained, and 

(c) Third, to the reduction of the unliquidated balance of the Primary Sum; 

p iovided , however, lhat, in the event such proceeds o applied on the first day of any Accounting 
M o n t h shall be insufficient to cover the fu l l amount specified ir. suhparagi (a) of this Paragraph 
0, thc unliquidated balance of the Primary Sum shall for thwith be increascc. to the extent pennitted 
by l a w ) by an amount equal to the amount of such deficiency. 

VViUiin 10 dajs after the dale of each such application by the Grantee! of any proceeds of Subject 
Hydrocarbons, the Grantee w i l l furnish or cause lo be furnished to the Grantor a writ ten statement 
showing thc application of such proceeds in accordance wi th the provisions of this Paragraph G. 

7. Marketing thc Subject Hydrocarbons. The Crantor, at its expense, shall market, or cause 
to be marketed, the Subject Hydrocarbons for the be.t price reasonably available when mnikcled, and 
it shall not be necessary for the Grantee to join in any Sales Contracts (as hereinafter defined) or any 
amendment theieuf. In the event the Gr.uitui shall lake any uf the Subject Hydrocarbons for its own 
use, the Grantor shall pay to the Ciantee, on or bcloitj lhe last day of die Accounting Month during 
w h i c h •uch taking occurs, a price equal to the fail maike! value at die wellhead of the Subject 
Hydrocaibons :,o Liken. 

8. Sales Contracts. The Oiautor wi l l d-dy perfonn all obligations binding on it under all 
conl I acts and agnvmcuts foi thc sale ol bj, r | Hydiocaiboii ' . or any portion theicof, whether 
presently existing or heieaflei eoti-tcd n tn ( di smh conl'ac Li and agreements being lhe "Sales 
Cni i l i iK ts"), in aei u i tl.nice wi lh the lenns h. . .o f and wi l l lake all appropriate, measures fo enforce 
the perform.meo undei each of lhe Sales Coiiti.iels ol ihc 'ib ligations of the puichase- thereunder. 
A l l Subject llyd-.oe.uboiis sold by lhe Ci . i l t lo i , wlu thoi puistiant lo the teims ol the Sales Contracts 
or olhcnvi.se, shall lit d< Inert d it\ the C aiiln In the puicba • rs thereof into tile pipelines to which 
the wells prodiii ing such ,' u l y el H\thoeaibm." mat be connected oi to ..uch othei point of puichase 
as is rt asonahl;. n .pined in the ni.u Ly ing td -u h Suhp-ct 11)ihocaibons. 

9. Withholding ami Itt stitotinn nf I ' I U ' I . I ! * of Subjet t Hythecubtnis, All obligations of the 
Cian t ' ) i heieuuihi shall be Mil i n . the api ' .' I pcovisi-i-ts i f the Natural Cas Act and all appli
cable nih-s a id it ^illations ol the l \ d e i . i l I 'nwi: C»lllttiiss ;in b iles pei mil ted muler the Natural 
Gas Acl and s.d. a-tl le .ttlati. . In b p id fm ••.as in. '•:.!. d in Subj-.11 Hyd. aaibons shall be 
ci mt i (tiling il v.-.vi rg bom p. it e- . i ibli-b. d m Sales t 'ont i . i t t - oi i l riiflt it-ul Irom the fai l market 
pi ic t : at t i e wellhi ..tl, Th* Chant" 'bal l lie • «ti*l d lo n-e its icason.tlle discielion in making filings 
v . i lh thc Federal Povu-i C.-m-.,, ..m at:..! Snl.tc.1 11 vth m .ebon If anv proceeds of Subject 
HytliOtailtoiis jh.-t|l I >• s..lii!.- 111. a.,v n .. •-, < ! t c i , im hiding, without limitation. Withholding 
by the Ci.iutni penthng final app-uval ol lalt mrireses fthc 1 wi th lhe l'i-deial Power Commission, 

- 4 -



:;.._ -.saws* 

12 Covenant ° U * ^ t y ^ . , s , causc c O U „nuousl) o j g » fc 

W ' l V " Uv. -H .uhoo* » ; ( W l , l . - s u d 7 t the C«uW« \ * £ N v W c h is * J -
thc P - W , u m ,,a 41 • 1

 u U l l . W - v ; ; . a , t l v o p e r a s l T a C t lot 

I . , , ,ilY \ v l l h 1 

tr£S# 
;'::::::.'>'>» 

' 

i,„.n....'« •'" 

pcwlim. ""_,„„.,cl lor 

, .,H\« Suhl^* l l , u , .. wiihou' 

a t t c v u ^ ^ t b > - \ o ^ - - ' ; 

. without 

I U ^ O I I i f ; a W , p r o c e s s 



storing, marketing or Iran -porting of, thc Suhject Hydrocarbons, to bc paid punctually when 
due, or, as to any thcicof which an being contested in good faith, promptly after tlio final 
determination of such contest. 

(c) All machinery, equipment and facilities of any kind now or hereafter located on tho 
Subject Interests and necessary or useful in the operation thereof foi the production of Hydro
carbons therefrom to he provided and to be ke-it in good and effective operating condition and 
all repairs, renewals, replacements, additions and improvements thereof or thereto needed for 
such puipose to be duly made or provided. 

(d) All necessary and pi oper steps to he taken diligently to protect and defend thc Subject 
Interests, the Subject Hydrocaibors and tin- proceeds diereof against any adverse claim or 
demand, including, without limitation, the employment oi use of counsel for llic prosecution 
or defense of litigation and the contest, scitkiiicr.t, release or discharge of any such claim or 
demand. 

(c) Written notice to be given to llic Granlee of every adverse claim or demand made 
by any person (including any government or governmental agency) affecting the Subject Interests, 
thc Subject Hydrocailxtus or the proceeds thereof in any manner whatsoever, oi of any procevdirg 
instituted with respect thereto. 

( f ) The intrrcs! of thc Gran.or in each of the Subject Interests to bc kept free and clear 
of liens, chaigcs and encumbrances of every character, othei than those which are of a chararter 
customarily found connection with comparable drilling and producing operations and which 
do not materially .erscly affect thi! opeiation of the Subject Interests and other than those 
becoming effective only after tei mine tion of thc Production Payment as provided »r. Faragiaph 5 
of tliis Conveyance. 

(g) Subject to die provisions of Paragraph 19 of this Conveyance, all Leases included in 
or relating to thc interests describe d or referred to in Exhibit A and under which thc Grantor is 
lessee, sub lessee, or assignee to be maintained in full force and effect without amendment, 
modificalion or waiver of any provision of any su- h Leaso which might materially adversely 
affect die rights of the Granlee under this Conveyance. 

Anything contained in this Pnragi.iph 12 to the contrary notwithstanding, ihc Giantor shall net 
be obligated to pciform undei takings peifurniahh on'y by the operator and which are beyond lhe 
control of the Crantor, with respect to individual Suhject Interests of which il is not tho operator. 
In such ca.e, however, thc Granloi will use its best cflorts to M'cure lhe performance of any sue!; 
undertakings. 

13. Access lo lhe Subject Interests, l l i c Gi antor shall pei mit anv one or more rcpresentnth 
designated by the Ciantee lo make any Inspection of the Subject Inteiests at any leasonable time as 
tho Crantee may ieasunably nquest, in addition lhe Granloi si...!! fumish to the Ciantee such 
detailed information as the Gpintcc may na-un..!>!>• icqucst in writing concerning the Subjeel 
Interests, Ihe operation thcicof and the pi eduction and sale of thc Suhji ci Hydrocarbons. 

14. Pooling and Unitization. Anything liciciu tn tin contrary notwithstanding, the Giantor 
may, without lhe cuuscnl of the Ciantee, pool, combine, cummuniti/e or iiuiti/.C any Subject Inter
est (oi any pott inn theieol) fiom time In lime with other leasehold, mineral or other inlercsls to 
form units whin, in (!u judgment ul the Grantor, i l is necessan oi advisable lo do so in order 
to facilitate the iiideils development or cipcialinii (including icptcssuiiii" piexsiire maintenance, 
cycling., water flood and sccondaiy iceovciy operations} of any Subject luleiest (or any portion 
thcicof). Forthwith, after lhe formation of -my unit, the Giantoi sliall furnish to thc Grantee a due 
copy of the pooling agreement, unit sign.itioii o. an oilier insti unieiit ei eating sueh unit, to
gether with, upon u.juesl of the Ch mice, any operating ::cenunl i.-l.-ling thereto. Thc interest in 
mi)-sueh unit uicnni.gei atliiliutilhli to any Suhject Int.. t (or any portion tin leof) included therein 



•hall hc subject to tlie Production Payment in the lame manner nnd with the lame etfect at though 
such unit were in existence on the Effective Date. 'Fhe signature or joinder of tlie Grantee shall 
noi bc necessary to (hc instruments evidencing thc pooling and unitization herein authorized. 

15. Default hy llic Grnnlor and thc Hemcdics of the Cnuitcc. Should thc Grantor default in 
thc performance or ohscivani oi any covenant or agreement provided in this Conveyance to be 
pei formed or ehscrved by lhe Cranio!, aud should such default continue unremedied for 30 days 
(or for such longer period as may bc necessary lo complete performance diligenUy commenced 
within 30 dayt) fiom tho delivery lo die Crantor uf written notice of such default, the Crantee 
may, in addition (o pursuing any or nil other remedies available at law or in equity: 

(a) Effect peiformnnce or obscivance of such < ivennnt or agreement on behalf of and 
• t die expense of Ihe Cinutor, in whieh event lhe 1. ra itee may expend funds reasonably nec
essary to elite! sueh purposes and shall bc entitled i.i reimbursement therefor from thc Crantor, 
together with interest ou such amounts at lhe rate of 1% per annum from thc date of such 
cxpcudituic to the dale of reimbursement. 

(b) Upon written notice to the Giantor, succeed lo all lights of the Grantor with respect 
to the po'.scssion, operation and development of thc Subjeel Inteiests, and may use in connec
tion therewith all of the nppm tenant property, both .oal and personal, situated upon or used 
or held for future use in connection t line with, or in connection wilh the production, storing, 
transporting or snle of the Subject Hydrocarbons, and thc Granlee shall have lhe right, on behalf 
of and for the account of tbe Grantor, to sell thc Subject Hydrocarbons and tho Grantor shall, 
upon demand, reimburse (be Crantee for all amounts so expended by tlie Crantee, together 
with interest on such amounts at the tate of 7% per annum from die date cf such expenditure 
to thc date of reimbursement. 

(e) Apply lo a com* of equity for the spicifie peiformanee or observance of such covenant 
or in aid of the execution of auy powci herein gi anted aiul for thc appointment of a receiver of 
thc Subject Inteiests and the Subject Hydrocaibons. 

10. F.xereise nnd Termination of (be Ilcmcclies of the Crantee. •' 1 rights and i -dies granted 
by the provisions of Paingiaph 15 of (his Conveyance and otherwise bt longing to die i on tee shall lc 
cumulative and no exc'cisc of any light in remedy shall preclude lhe exercise of nny odier right or 
remedy. Any light or remedy may hu exercised •>u one or moie occasions without exhaustion thereof. 
AU rights and remedies shall terminate 

(a) When the Piuduclion Payment is dischaigcil and all nmounls then due nnd payable 
lo (he Ciantee puisuunl lo the terms of Piungiaph 15 of this Conveyance (including amounts 
payable foi inteiest) shall has « been paid iu lull, or 

(b) At any e.ulier time »>hen all defaults of thc Grantor shall have been remedied and all 
such amounts shall have been duly paid in full, without prejudice, however, lo the exercise of any 
lights and remedies eunb ned upon lhe Crnnter upon nny subsequent failuic of the Grantor to 
pei form or obscive any of Ihe covenants or agreements heiein piovided lo be performed or 
observed by lhe Ciantoi, 

17. Reports lo (he Grantee. While the Pioduction Payment icmains in foiee and efTect, the 
Craulor will, at its ( »pi use. loutish to (he Giantcc within -13 days after lhe end of each calendar 
month, a icpml showing lor ueh cal ndai month ( j) the quaul tv ol Subjeel IIydiOci.il>uns pioduced 
ami stdi I oi lal.cn hy the Giauloi (, its ust ami (ii) tin gioss pi oceeds i-coi ved from the sale, or 
attributable to such t.d.ing. ol suc h Subject llydiocailmns. 

18. Warranty of Title. The Ciantoi covcn.mls anil wairants lh.it at ihr lime of the execution 
and deliveiy of ihis Conveyance, lhe Giantor has good and mailt table title «o the Subject Interests, 

- 7 -



subject on ly to such exceptions, charges, liens oi encumbrances, if any, as are set forth or referred to 
in Exhib i t A; that the Ciautur has thc power and right tn acute and confer upon the Ciantee the 
l ights o f the Ciantee gnmtcd by the Icrins of this Conveyim. t . .md Unit there uc no suits or piocccd-
ings pend ing nr, tu the knowledge of the Cia i i lur , lliicutenrd, against or alb cling thc Subject Interests 
bc fo i e any court or by oi l iefoir nny govt":.mental -onim ssion, bureau or uny regulatory audio ty 
w h i c h If det ided adversely to the Inteiests o i the C antor shall materially nlfect the rights of the 
Granlee poisuaul to this Conveyance. H i e Granloi hereby hinds itself, its successcii and assigns, to 
warrant nnd defend (otuvu the rights under this Conveyance of the Ciantee, its successors and 
assigns, against the lawful claims nnd demands of every person who shall claim the same nr any 
pai t thereof, and the Giantor w i l l indemnify and hold the Ciantee harmless against nnd f rom all 
loss s u f l c i . d hy the Cinulee I exulting f i o m any failure of or defect in lhe Grantor's title tn thc 
Subject Interests and the pioduction of l lydiocarboni as warranted ns afoiesaid. Thc covenant., nnd 
warranties of this Paragraph 18 shall survive the dischaige of ibe Pioduction Payment. 

10. Transfer of the Subject Interests. Except for lhe conveyance of production payments 
becoming effective only uflci termination of the Pioduction Payment piovided in Paragraph 5 of 
this Conveyance, prim to such ter.ninatiou (he Gtautoi shall not, w i t 1 ot the written consent of thc 
Crantee, make or permit any l u r i c i l d c i , abandonment, sale conveyance, assignment, lease or sublease, 
in whole or in part, of nny of the Subject Inteiests; pun ided, however, that lhe Grantor shall havt thc 
r ight to surrender, abandon oi otherwise ten mate (eilhei voluntarily or involunlai i ly) any of t i i " 
Subject Inteiests (or any p i l l i o n t h c i c o f ) when there Is no well located thereon which is capable of 
p ioduc ing Hydrocarbons in paying quantities and when thc Grantor has leasouahly detennined that 
( i ) no existing well inny be lecompleted then on as a well capable of prcducing Hydiocarbons in 
paying quantities, ( i i ) no additional we l l could be diilled nnd completed thereon which would be 
capable of produeing Ilydrnoiithons, oxer and aliosc tost of chilling and completing same, in 
paying quantities, nnd ( i i i ) no •.....••uc maintenance t secondary lecovery opciations may lie 
inst i tuted w i t h respect tu any well f ' o r c o n which would -aiisc such well to be capable of producing 
Hydrocat l ions, over nnd above lhe tost o." instituting nnd completing such pressure maintenance or 
secondary recovery operation, in paving quantities. For the purposes of this Pnrngrnph 19, the 
words " i n paying quantities'1 as applied ul any lime to (he produeing capability of any well shall 
mean that, in the light of conditions existing at die time uf dclciinit iation and which leasouahly 
nppeur to lie rail tciupoiaiy, such w i 11 is producing or is or w i l l be capable of producing Subject 
H y d r o arlMins whose aggregate ..due exceeds or wil l exceed '.he Cianlor's share (ns the owner of 
the Subjeel Inteiest on which such wel l is localed) of lhe direct cost of opeiating smh well. 

I u t .teh ease wheie ihr pieeedii.g p.itagtaph ol ihis Paragraph If) permits Ihc Crantor to stir-
render, abandon ni olh. iwi . te min.ile any of lhe Subjeel Inteiests (or any po tion thereof), then 
(a ) any of ihc Subject lull < sis (m ,n,\ poi (inn •hen o f ) whit h aie so surrendered, nluuidoned oi ter-
minaled shall upon sin i cut lei, abaiithmi.ii nl ui I e* ininal inn ren»c lo he a Subject Interest, n id (b) lhe 
Cran io ! , io l i . I I of su* mule, iu" ab.itidoniug tn leiiiiiuating any ol Iht Subject Interests (te i ny poi lion 
• he reof ) . may sell, as i -n, sel l i .ee , Lomot i l oi i mtvi y the same fiee and clear of the Prnd'.lcliuu Pay-
I l l c i i l w i tb . i . i t the con-.. I nl tin Cia i i to . 1 , ni'tl llu* Gi.uitce shall not base lhe light lo nay proceeds 
f r o m such sale, assignment, sublease, fa i innul nr tonveyance; piovided, however, thai liny interest 
In any sm h Subject In t . " . - I (oi anv poi luu i (heieol) which may be excepted from such sale, assign
ment, Mililc.T.r, faiiunnl oi conveyance and I I I.lined by the Ciautoi sliall not be released thcuhv l imn 
lhe l i u d t i c l i o n I'.ivuu ul 

P.M Exception tn Payments. Tlie acceptance bv lhe Gi.uitee nf auv payment lieieuuder shall 
not j u t c ' . ' . le i h e C t a i l n hum Inking i set ptinn In l i . . - H M :<•<.( lies* of the nmnuiil thereof; piovided, 
. H i t V i t i •. th I any stleh exi pli MI musl In - p i . . f a i l I v the Giantee in a notice given In the Ci.mtni 
Wlt l l iu 12 in*>lhs .ifIt i l l " d.lli • in h p iv ni.-iit is m.-ide 



21. Transfer of the Production Payment. Nothing contained in this Conveyance shall bc con-
s t iucd lo limit of restrict iu my way Ihc light of the Ciantee to si I I , convey, assign or mortgage tlio 
Production Payment, in whole ur in purl. 

22. Rights of Mortgagee or Trustee. I I the Crantee shall at any lime execute a mortgage 
or deed of tiusl covering all or part of the Production Payment, the mortgagee or trustee Uicrcin 
named or Ihe holder of any obligation secured thereby shall be enti t led »o the extent such mortgage 
or deed ol tiust so provides, to exercise all of the lights, remedies, powers and privileges conferred 
upon Ihc Ciantee hy lhe I t mis ot this Conveyance and to give or withhold all coisents required to 
bc obtained heieuiidcr by the Giantor, but the piovisious of this Paragraph 22 shall iu no way bo 
deemed or eons tilled to impose upon the Grantor auy obligation or liability undertaken by the 
Grantee under such mortgage or deed of trust or under the obligation seemed diereby. 

23. Notices. Any notice, request, demand, icport ur otlier instrument which may be required 
or pennitted In he given or furnished to or served upon cither party hereto or oUicr person succeeding 
to any interest of cithei party hereto shall be deemed sufficiently given or furnished and served i i in 
w r i t i n g and delivered lo such party or person or tu nn officer of such party or person or depusitcd 
i n the United Stales mail in a sealed envelope, registered, w i d i postage prepaid, addressed i f to the 
Grantor lo Pennzoil Place, P .O . box 2907, Houston, 'IV is, nnd if to the Grantee to Pennzoil Place, 
P . O . box 2907, Houston, Texas, or to such other address as the party or person tc be addressed 
shall have designated b) wr i t ten notice to die party or person giving such notice or furnishing 
such report or making such request or demand, 

24 I 'iirlhci Assurances. So long as permitted by applicable law so to do, thc Grantor w i l l 
execute and delivei all such other and additional instruments, notices, releases, acquittances and otlier 
documenls, and will do all such oilier acts and things, as may be necessary more fu l ly to assure to 
t l ie Granlee all the right* and inteiests herein and heieby grand J or intended so to bc. 

U5. lliiiding Pll eel. A l l the covenants and agreements of the Grantor contained in this Con
veyance shall he deemed to bc covenants running with lhe land and shall bc binding upon all 
successors in interest to, and a l i assigns of, the Grantor and sliall inure to thc benefit of a l l successors 
i n interest lo, and all assigns of, tbe Grantee, ' lhe provisions of this Conveyance shall inure lo llic 
benefit of and hc binding upon the icspeclivc sueccssuis and assigns of the Grantor and the Grantee 
f r o m and after acceptance by the Giantcc. Al i icfercuces herein lo either the Grantor or the Grantee 
shall include their respective .succcs'ois nnd assigns. 

26. Release or Failure of Ti t le . No iclense by thc Ciantee of any part of the Subjeel Interests 
f r o m the Pindiiclion Payment, and no loss oi failure of title to any pail of the Subject Interests, shall 
bas e the idled of ledui i i g the aiuount ol the p .ocmls f i o i n the sale of production of Hydrocarbons 
out of w hich the Piodin l ion Pas mi ni is dischargeable or reducing the amount of lhe Production 
Payment oi dealing any ollsi t ut other piejudiee lo lhe Produc , : ou Payment, and the Production 
Payment shall continue iu l u l l l o n e anil cflect as to the remainder of the Subject Interests until tiie 
f u l l amount of |h<: Pioduction Payment lias bt.cn received by the Grantee as herein piovided. 

27. Final T i n " ! , ml ion. Notwithstanding the othei provisions heieof, the Production Payment 
sliall , iu .my n a i l , ' i iniu 1 da) prior to lhe expiration ol 21 yens after the death of the siuvivor 
of all the descend,nils of Tina hue Roosevelt, lale Piesitkut o i thc United Stales, who arc living on 
thc date hereof. 

2S. Headings. Paragraph headings used iu this Conveyance aie for convenience only and 

shail not alfcct lhe eonstnic tion o( this Conveyance. 

I N WIINI.SS Win I - I I , Ibis Pu-lateri liisliuinciit of Cnmeyai ee ol Production Payment amends 
and restates tlie histitnurut ol (*nii\ e\ .uu e of Pioduction Payment dated as of Marrh 1. 1971, and 
the p.utiis l i ne caused l i n - Ke laleri Instrument ol Conveyance of I'roihi'-tiou Payment to be duly 
executed iu tlie piesciice ol t in; unth isigned witnesses on the dates > f their respective acknowledge 
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ments annexed hereto, iu several counterparts, each of which is nn original and all of which are 
identical. Eaeli of such counterparts shall for nil purposes hc deemed to he an original, and all such 
CO'" ..crparts together sludl constitute hut one and the same Instrument. Tlie date of this Instrument 
shall lie deemed for all purposes to be the date first nbeve written. 

Witnesses: PENNZOIL LOUISIANA AND TKXAS OKKSIIOIIE, IKC. 

By U ^ S f O ^ r ^ . 
VICE PRESIDENT; ' ^ ' 

ATTEST: 

yi^CLy UAJ^ 
ASSISTANT^rem I 'i.r 

[OonronATE SEAL] 

Witnesses: 

PENNZOU. COMPANY ,~,Srjte2f.. -

ATTEST: 

s f , s r A N l s i C ' , i - ( / f 

fConronATE SEAL] 
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(Louisiana) 

(Louisiana) 

(Texas) 

(Texas) 

T I I E STATE OK TEXAS 

COUNTV OK IIAll!US } -
BE IT HI \II:NHU.IIFII that 1, !he undersigned, a Notary Puhlic duly qualified, swom and acting 

in and fur the County and State aforesaid, hereby certi.y that, oil tliis C ^ day of May, 1976: 

Refute me appeared M.t-t u».L^l, ^ ( 0 m c personally known, who, being hy mc duly swom, 
did say lli.il lie is Vice President of i ' wzeu. I-OUISIANA ANO TEXAS OFFSHORE, INC., a Dcltwaro 
corporaticiii, and that the seal affixed la the foregoing instrument is the corporate seal of said coqrorn-
tion and lhat the instnunent was signed nnd scaled in behalf of the corporation by authority of its 

acknowledged the instnunent to be the tree act nnd board of Directors and that \>J.M.tit. 
deed of the corporation. 

IWore me appeared Vlbfe-U *̂ luw-o*- ^ l o | n c personally known, who, being by me duly sworn, did 
say that he is Vice President of PENNZOIL COMPANY, n Delaware corporalion, and that die seal nilixcd 
to the fon going instnunent is the corporate seal of said corporation and that the instrument was signed 
and scaled iu bchau of the corporation by authority of i ; . ; Hoard of Di ectors and thatVd Uj. 
acknowledged the instrument to be the free act nnd deed of die ccrporation. 

Before inc on this day personally appearedw."- b f - w U ^ / I f , ( known to mc to bc dc person 
whose name is subscribed to die foregoing ius.rument and known tu inc to bc n Vice President of 
PENNZOU. LOUISIANA ANO TEXAS OFFSHORE, INC., n Delaware corporalioi:, and acknowledge 1 to me 
that he executed said instnunent for the purposes and consideration therein expressed, and ns d«e act 
and deed of said coqioi.it ion. 

before me cn this day personally appeared^'^^•'^•••••c«« ( known to mc to be the person whose 
name is subscribed to tne foregoing instrument and km \vn to me to be a Vice President of PENNZOU. 
COMPANY, a Delawaie corporation, and acknowledged to me Mint he executed said instrument for 
tho purposes and consideration therein expressed, and as thc acl nnd deed of said corporation. 

IN WIINESS WIIEIIEOF, I have hereunto set my h. nd and official notarial seal, in the City of 
Houston, County of Harris, State of Texas, ihis 6*-^diiy ot May, 1976. 

Notary Public in a id for Harris County, Texas 

My Commission Expires.'. /.**-»-v*- ./'S ~? "T5 

/ 
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E X H I B I T A 

TO 

CONVEYANCE OF PRODUCTION PAYMENT 

B L M or Stale 
Lease No. 

OCS-G2S39 

OCS-G2224 

OCS-G2225 

OCS-G32S4 

OCS-G2228 

OCS-G2850 

OCS-G2559 

OCS-G2859 

OCS-G2-S00 

OCS-G28S2 

OCS-G2383 

OCS-G25S7 

OCS-G28S4 

OCS-G2885 

O C S G 2 9 0 0 

OCS-C3150 

OCS C.2007 

OCS-G23I7 

Effective 
Dale Description 

( A l l Federal lenses nre ns shown on Official 
Outer Continental Shelf Leasing Maps) 

12-1-74 Al l of Block 352, West Cameron Area. 
West Addition, OC.S Official Leasing Map, 
Louisiana Map No. I A 

2-1-7.3 Bloek "i :. West Cameron Area, Soulh Addition, 
Official Leasing Map, Louisiana Map No. I B 

2-1-73 Block 533 West Cameron An-a, South Addition, 
Official Leasing Map, Louisiana Map .No. I B 

8-1-75 Al l of Block 563, West Cameron Area, South 
Addition, as shown on OCS Official I-rasing 
Map, Louisiana Map No. I B 

1-1-73 Block 5')i) Wesl Cameron Area, South Addition, 
Official Leasing Map, Louisiana Map No. I B 

12-1-74 A l l of Block 609. West Cameron Area, 
South Addition, OCS Ollicial Leasing Map, 
Louisiana Map No. I B 

5-1-74 Al l Block 017 West Cameron Area -
South Addition, Official Leasing Map, 
Louisiana Map No. I B 

12-1-74 Al l of Block 230. East Camerrn Area. 
South Addition, OCS Official Leasing Map, 
Louisiana Map No. 2A 

12-1-74 Al l of Block 2.37, East Cameron Area, 
Soulh Addition, OCS Official Leasing Mnp, 
Louisiana Map No. 2A 

12-1-74 Al l ci )lock 125. Soulh Ma-sh Island Area, 
S luth Addition, OCS Official Leasing Map, 
1 .ouisiana Map No. 3C 

12-1-74 Al l of Block 127. South Marsh Island Area, 
South Addition, OCS Ollicial I.easing Map, 
Louisiana Map No. 3C 

5-1-74 Al l of Bloek P.S Sooth Marsh lsl mil Area, 
South \ d d i t i n i , Oflieial Leasing Map, 
Louisiana Map No. 3C 

12-1-74 All of Block 129. Soulh Marsh Island Area. 
South Addition. OCS Official Leasing Map, 
Louisiana Map No. 3C 

12-1-74 Al l of I l k * H i . South M a i d , M..ud Area. 
Soulh Addition. OCS Oiiieial Leasing Map, 
Louisiana Map N'o. 3C 

12-1-74 Al l of Blo. k 201. Engi ne Island Al i a . < ICS 
Ollicial Lcashr; Map Louisiana Map No. -1 

7-1-75 Al l of I k 202 I 'ue. ne Island Area. 
as sin i tm ( ) ( ' . • (Mficial I easing Map, 
Lonisi i Map No, 1 

5-1-74 Ml ol H U k 312 I g.-n. I I.u,d \ ie . i , South 
Addition. ( ) | | i , i d I . i asing Map, Louisiana 
M ip Vo, I \ 

2 1-73 pi .. ! .'»:;3 l'.n-.« i r khmd \i .-«. Smith Addition. 
Ofiai . i l Leasing Map. Louisiana Map No. 4A 
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Grtnlor ' f 
Undivided 
Pcri-cnlagc 

Interest 

25.00% 

26.677< 

26.67% 

25.00% 

23.20% 

6.666677o 

6%% 

16.66667% 

16.66667% 

6.66667% 

6.65667'/;. 

C%% 

6.66667',,' 

6.66667';; 

10.00607*; 

16.06067,; 

26%% 

26 677. 



E X H I B I T A 

T O 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

B L M or Slate 
LA ate No. 

OCS-G2177 

Effect fre 
Date 

11-1-72 

State I-ease No. 6310 5-13-74 

OCS-C2185 

OCS-G3193 

OCS-G3195 

OCS-G2947 

OCS-G2191 

OCS-C2193 

OCS-G2195 

OCS-G J2<>2 

OCS-C3203 

JCS-O3206 

CCS-C23. ril 

10-1-72 

7-1-75 

7-J-75 

12-1-74 

10-1-72 

10- 1 72 

11- 1-72 

7-1-75 

7-1-75 

7- 1 75 

8- J-73 

Description 

A l l of Bloek 49 South l'ass Area 
as shown on oiiieial leasing map, 
Louisiana Map No. 9 

Traet 13018, being those portions of Blocks 57 
anil 5S, South l'ass Area. Plaque: nine; l'arish, 
Louisiana, belonging lo die State ol Louisiana 
and not under mineral lease ou March 4, 1974 
and being more particularly described iu Ex
hibit A to Assignment i i eorded in C.O.B. No. 
406, Eolio 465, Records o l Plaquemines 
Parish, Louisiana 

Bloek 78, that portion which is more than 3 

Scographical in.les seaward from tiie line 
escribed in paragraph 1 of i'ne Supplemental 

Decree of tlie U.S. Supreme Court entered 
December 1.3, I9G5 in the U.S. v. Louisiana 
No. 9 Original (382 U.S. 28S), South Pass 
Area, South aud East Addition, as shown on 
ollicial leasing map, Louisiana Map No. 9A 

Ste of Block 51), Main Pass Area, lhat nortiou 
located in Zone 2 as that zone was defined in 
die agreement between the Umted States and 
the State of Louisiana, October 12, 1950 and 
landward of the Th i rd Supplemental Decree 
Line (401 U.S. 3SS (December 20, 1971)), 
OCS Ollicial Leasing Map, Louisiana Map 
No. 10 

Rlock 72, Main Pass A n a , that portion localed 
more than one loot seaward nf the Thi rd 
Supplemental Decice Line (KM U.S. 3&S 
(December 20, 1071*), OCS Oiiieial Leasing 
Map, Louisiana Map No. 10 

Al l ol Block 73. Main Pass Ana . OCS Ollicial 
Leasing Map, Louisiana M.ip No. 10. Th.it 
portion located mine than one foot seaward 
ol the Third Supplemental Dccicc Line (-10.1 
U.S. 3SS (Decern!ni 20, 1971)) 

All of Block I.3S Main Paw Ao a as shown on 
oiiieial leasing, map. I ouisiana Map No. 10 

Al l of Block l id Main Pass Au a as shown on 
official leasing, map, l.nuisian.i Map No. 10 

Al l of Block I 10 Main Pass An a as shown on 
ollicial leasing map. I . mixi.in.i Map No. i d 

Al l ol Block N 0 t i E l l 7 , New Oilcans, as shown 
on OCS Official I . i .'sing Map, M l 15-12 

All of Block N o t t E l 17. New Oilcans as shown 
onOCSOIIici .d 1 easing Map NH-15 12 

A i ! ol Bl... I NViVEl»3, Mobile South No. 2. 
as shown on OOS OIIiei.il Leasing Map 
NI1-10-IC 

A l l of Block A-209, (hdvi sion Area. South Addi
tion. Oflieial Leasing Map, T i sas Map No. OA 

Grantor** 
Undivided 
Pcnrnt*S3 

Interest 

10.00% 

20.'X>% 

15.00% 

25.00% 

21.00% 

21.00% 

12.50% 

10.00% 

7.50% 

21.00% 

21.00% 

10.00% 

2°..00% 
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EXHIBIT A 
TO 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

B L M or Slate 
Lease No. 

OCS-C2358 

OCS-C230G 

OCS-C2372 

OCS-C2373 

OCS-C3118 

OCS-C2377 

OCSC2378 

OCS-G2383 

OCS-G2701 

OCS-G27M 

OOS-C2779 

OCS-C:2703 

OCS-G270G 

OCS-G23S1 

OCS-C.2"713 

OCS-C23.SK 

OCS G23S9 

OCS-G23!HI 

KfTritivc 
Dale 

81 73 

8-173 

81-73 

8-1-73 

4-1-75 

8-1-73 

8-1-73 

8-1-73 

7-1-74 

7-1-74 

10-1-74 

7-1-71 

7- 1-74 

8- 1-73 

7- 1-71 

8- 1-73 

8 1-73 

8-1-73 

Description 

Ail ol Block A-I42, high Island Area. South 
Addition. Ollicial Leasing Map, Texas Map 
No. 7B 

All ol Mock A-174, High Island Area, Soulh 
Addition. Oiiieial Leasing Map, Texas Map 
No. 7B 

All of Block A-ISO, High Island Area, Soulh 
Addition. Ollicial Leasing Map, Texas Map 
No. TB 

All ol Block A-4'Xi. High I .laud Area, Soulh 
Addition. Ollicial L easing Map, Texos Map 
No. 7B 

All of Black A-199, High Island Area, South 
Addition, as shown on OCS Official Leasing 
Map, Texas Map No. 7B 

All of Block A-51U, High Island Area, South 
Addition. Official LA-asing Map, Texas Map 
No. 7U 

All of Block A-520. High island Area, South 
Addition. Oflieial Leasing Mnp, Texas Map 
No. 7B 

All ol Block A High Island Aren, Soulh 
Addition. Ofii i-.il Leasing Map, Texas Map 
No. 7B 

All of Block A-510, High Island Aiea-Soudi 
Addition, OCS Official Leasing Map, Texas 
Map No. 7B 

All of Block A-515, High Island Area - South 
Addition, OCS Oflieial Leasing Map, Texas 
Map No. 7B 

All o! Block A-54G, High Island Area, Scuth 
Addition, OCS Official Leasing Map, Texas 
Mnp No. 7B 

AM ol Block A 517. High Island-Soulh Addi
tion, OCS Ollicial l.« ising Map, Texas Map 
No. 71! 

All ol Bloik A-548, High Island Aica-South 
Addition, OCS Olliei.d Leasing Map, Texas 
Map No 7B 

All ol Block A-555, High Island Area, Scuth 
Addition. Olliei.d Leasing Map, Tesas Map 
No. 7B 

All ol Blink A-562. 
Addition. OCS Ol 
,M..| No 7H 

All ol Bloel A-5o3. 
Addition. Oiliti.il 
No. 7B 

All ol Block A Vi i . II.eh 
South Uhhliou OfhVi 
Texas Map N'o 711 

Allot Bio ! \ v,(i u ; h Maud Area, 
South \d.l lion. ( 111., i.d Leasing Map, 
Tesas Map No. 7B 
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lligh 
licial 

Island Aoa — South 
Leasing Map, Texas 

High island Area. South 
Leasing Map, Tesas Map 

Island Area, 
d Leasing Map, 

Grantor's 
Undivided 
Perrettlace 

Imerest 

15.00% 

12.00% 

15.00% 

12.00% 

10.40% 

12.00% 

12.00% 

12.00% 

15.00% 

10.00% 

14.00% 

14.00% 

14.00% 

14.50% 

12.715% 

12.00% 

12.00% 

20(>')% 



E X H I B I T A 
T O 

CONVEYANCE OF PRODUCTION PAYMENT (Continued) 

BLM or Slate Effective 
I . f nse No. » H c Description 

OCSG2718 7-1-7-1 All of Mock A-575 I litxli Island A n a -
South Adil i t iou. OOS Oflieial Leasing, 
Map, Texas Map No. 71J 

OCS-C2719 7-1-7-1 Al l of Block A-582 High Island Area -
South Addition. OCS Ollicial Leasing 
Map, Texas Map No. 7B 

OCS-C2397 8-1-73 Al l of Bloi k A-272. High Island Au a, 
East Addition. South Extension. Official 
Leasing Map, Texas Map No. 7C 

OCS-C239S 8-1-73 Al l of Block A 273. High Island Au a, 
East Addition, South Extension. Oflieial 
Leasing Map, Tesas Map No. 7C 

OCS-G2399 8-1-73 All ol Bloek A-27«, High Isku. 1 Area. 
East Addition, South Extension Ollicial 
Leasing Map. Texas Map No. 7C 

OCS-G2403 8-1-73 All of Bloek A-27!). High Island An-a. 
East Addition South Extension. Official 
l easing Map. Texas Map No. 7C 

OCS-C33H 4-1-76 Al l of Block A 288. High Island Area, 
East Addition. South Extension, r.s 
show n ou OCS ()ffieial Leasing Mnp, 
Texas Map No. 7C 

OCS-G240G 8-1-73 Al l of Biock A-.312. High Island Area, 
East Addition, South Extension. 
Oflieial Leasing Map, Texas Map No. 7C 

OCS-C2411 5-1-73 Al l of Block A-.3M. High Island Area. 
haet Addition. Soulh Extension 
Official Leasing Map. Texas M.ip No. 7C 

OCS-C2737 7-J-74 All of Block A-31G High Island Area -
East Addit ion— South Extension, 
OCS Oiiieial Leasing Map. Texas Map No 7C 

OCS-G2413 8-1-73 All of Block A-322. High Isl -ud A u a. 
East Addition. South Exleiisinn. 
Official Leasing, Map. Texas Map No. 7C 

OCS-C2414 8-1-73 All of Block A-32 1. High Island A u a, 
East Addition, South Extrusion. 
Oflieial Leasing Man, Texas Map No. 7C 

OCS-C2416 8-1-73 All ol Block A-325, High Island A n a, 
Last Addition Soulh Extension. 
OIIiei.il I easing Map. Tesas Map No. 7C 

OCS C2418 8-1-73 Al l of Bl.u k A-327 I l igh Island Area. 
Easl Addition. isnudi Lvlciisinn, 
Oiiieial Leasing, Map, Texas Map No. 7C 

OCS-C2422 8-1-73 All ol Block A 312. High Island Au a. 
East Addition. South Extension. 
{ I.'.'H i d Lea- i.a; Map ' l ' \.is Map No. 7C 

OCS-C2739 7-1-74 All ol Block A -3 1" 11i-111 Island An a — 
E:i*l Addition Soulh Ivxlension. 
OCS OIIici.il | i-:r.hig Map. T, s . l s Map No 7C 

OCS-C2426 '. 1-73 Al l nl Id... k A-.'MU, I h -J, Island Au a. 
E.et Addition. Soulh Extrusion. 
Olliei.d Leasing Map Ti vas Map No. 7C 
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Grantor's 
Undivided 
Percentage 

Inte <nt 

20.00% 

14.1187° 

T5.337o 

12.00% 

13.84619b 

17.00% 

17.00% 

12.007c 

22.85714% 

14.00% 

14.00% 

14.00% 

20.86037% 

10.00% 

io.oor; 

31.00' ; 

34.00'/! 



V'A o r Slate 

OCS-f.p.|2fl 

G2766 OC.S-G2 

7-1-74 

7-1 .74 

1 c r c r i i i n f r „ 

0 • - '< 
Ji 33'/ 

15.00';, 

11 

Wl, C„„v, v v S o * ¥ , - S / ^ r 1 1 « - • ™' 7 0 J5«K, 

tet?-^v- « w ^ ^ ^ 
M w r ; *& 

; r «•* « w ,; v '- a ,~ <H;S.,.,.,,., "-"i . . . . , , . . , .,!' ••'••"••J , „ ' K s . c t ' 

5?K ~ ^ a t ^ «sws 

- r - . s,,,;\; 
' A n , 1 11 »«• / • . 

• ' " / " " •in /,„ ' • • 
- " / " I . I ! . 

-••• IMIIJ . . . , 

7:sv-?,ii <><~><-J7 

' '• '•/•..IM I / , 1 ' " 1 ' « l I n • ( • ' • ' • " ' TV . 

1 ' . . / 

.11 

' ' • ' " n i j i . i , j , 

1 . i l l - . .. 

' ' • ' - . / . I 

, M I , , / " ' " " •".(!,,, ,. 

" ' I " . . . / . . , , 

"' " •"••c-mfori 



P E N N Z O I L L O U I S I A N A A N D T E X A S O l ' T S I I O P E , I N C . l 4 . J M i : 

CON" • i ( )N OP ASSIGNM'"NT . . .U' l J o tO'XZ I • 0 

1 MS CON PI It M A T I O N O F ASSIGNMENT dated ;.s of M.n J. J f l f f l M f t ' l i * ' ' ' 
hctsv.-tn pi iin/ciil Louisiana ami Texas OlMin.e. Inc (tin- "Comp.my"), . . . id . i l ie jFj i r r t r > V . . ^ f d bank 
nt C , , ! c . i ' , o , as Agc-il lor llu- Hanks mentioned lu l o w ( t ' r "Agent"), i ' r I O E t 

",i i ' i ,s. i IA. 
\ \ 11 M.ssirrii T H A I . 

' Y i n ia \s. l i i . Company lias ci i tc icd ml., a Hank Cu-riit Agiecnicnl ((In 'Ci rd i t Agreement"), 
dated as of M.m'.i I , 1974. w i l h I h r pns| National Hank in Chicago, the other Hauls referred to in 
Section 2 of tin Cirdit Ag ic r in r i i t and the A r m ' providing for lo is (the "Loans") to t i c Company 
, , > - tho Hanks which an- parties to the ('redit Agieement in . n at legate principal : 't not in 
c \c i s- , i f $l(Xl,(Hli.,'Kkl, to he evidenced hy the promissory nod ! the Cnmp.im (the " V . i . s " ) . 

W m m th. C u.'panv has executed, acknowledged delivered to Penn/.oii ta» ..pany 
("P' on/oi l" ) i convey m..' o ' production pavment dated as . March I , 107-1. f eilud'y hi the 
f t i r i n of Appi.ul.s I v i ! e "Go... va ice") to that certain Pioriucli H I Payment Agi tun a .iat< .1 as of 
M a r c h 1, 197-t. Itetv "c i Peti . and the Company (tht "I '-odin lion Payment Agiccti u l ' j , all as 
p rov ided in Section 1". I ' i . - U.etioi. Paymi ul Agrecnu ut, 

\ \ HKMKAS, in ortlcr ... sei oie iht fu l l and eomplctc pei f n m nu e hv the Compans' of i l . nl 'igati'Mis 
under the Credit Agreement, lhe Company has agree", iht ' o a-.-igii ils rights and options in, to 
and under thc Pred iction Pay-men' Agre •mcnl te cause Peioi/i i ! . idler (a) to pay tin- Company, as 
thc purchase priei r the prodn . l ion payment conveyed h\ • Companv to Prnrrni l as aforesaid, 
an amount equal I lhe princip.il amount of smh production ] ,. ment. whieh j incipal amount shall 
equal the aggregate principa' .tiit.it nt td Ihe loans, plus ac. ru i 1 interest thee on and CO nmihnent 
f t • upplicahle lliercto, i l ..ny, o•. .landing undei the Crctl i l \ g i -cincnt on the dale, if any, ution 
w l : , - ) i • . ' • lyiiu nt ; . made, oi ( I i ) to execute, acknowledge a id delist i to the Company, at its 
cx; eir-e, .̂ i im ' . imvnt or instruments as may In- necessary or appropriate lo release, relitic|tri*1' 
nn/t nv'.v ,.', in fn| |y dis'-h irgr-ri sneli nioiliu lion paVtneitl', 

\V> . . . I A S , in nulei to induce the '.auks whieh aie pai tic le the Credit Agieement to make loans 
.'Xirsi ant to the Credit Agreement ; id lo secure Ihc perform,mee hy the Company of its obligations 
under the (.'redit Agieement, inc ' . ' . l ing its obligation to pas' the Notes (the "("redit Agreemenl 
Obligat ions") . Ihe Companv has i socut'd. acknowledged and delist-ied In the Agent an Assignmenl 
dated as of Mart!, i . 197-1 (the "Assignment"), a conformed cops of w l i i . h is attached hereto as 
Avnox I (in which Pennzoil j o m . d lor lhe limiled purposes set f t i*i l l therein), hy which llic Company 
assigned, traiisfeiied anil set over to the Agent for the pioportionate hem lit of the Hanks whieh are 
parties lo lhe Credit Agreement as their inteiests may appear i l l lhe right, title and interest ol lie 
Company in, to and under the I ' lo t lml ion Pa\iueii< Agrci un lit, sate anil exeepl, hnw'vcr, those 
rights of the Con:; in*' relating lie s,.|. . . I g. s produced Irom Ihc Li . IM hold Interests provided 
lor i u Article 111 of the PiothicHon Pavment Agieement (smh right l i tk and interest of thc Company 
iu the Production P.-.\ nte.il Aglccnienl. sas c .md except such right* r> ! iling lo the sale of gas, being 
herein ..nd in lhe Assignment i t f e i i c i l In as die 'Production Pnymc-.l Hndils"). loi ' . thei with the 
r igh t , t i t le ami iiilen-si ol Ihe Company in. m .md under any aim m i n i nl .a tlie Pro i . . . l ion Payment 
Rights or nddilic's thereto, 

iVin UKAS, lhe Credil Agiecmt at, lhe Pnubtctim Paymenl Agreement and thc Convryftice have 
b e e t nmended ami restated is of Mas I . I97<i In i d l e d au i steiision of the m;. i .rily of lhe credit 
avail .ddc lo Ihr Company uiuh r lhe Credit Agieenn nl , an increase in Ihe 'imuti t of thai credit to 
S2(K).(i'.Ki.'iiKI ,,nd Ih'- .nl t l i l i I Maniilaetnieis llanos. . Tinsl C pany, Set i u i> Pacifii National 
Hank. Wells i '.rgo b u d V iluui.d Assn. i,it:on, Ih . N'oilbein Tinsl Cnmpai European Airnni an 
l l . i . I . f. l i t i s l ( e, ip.ro . .d Tlie Eiisl N • •ul Hank ol Mo>lou as patlits to the Credil Agieenieiit 
n m l It r othei | . . i i | . i , ami 

' . . i l l m:\s, puisiianl lo the : . i p • • ( ol the (!i impair, and the M.inks whieh ale p.ll ties lo the O c t I it 
Agieement as amended and n . t . i l i t ! as afuies.iid (tin "Hauls"), Peiiii/i. , ^oposes to join lieiem 
for Ihe l imi l r i l pniposi s sr| I m l h below, 
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N» >w . T m , . .n i i . llu- Cuiup.iiiN .mil IVi i i i /n i l In'ii ' liy i n n f i i in tlti* enuliuuuig validity .HI- ! effect' c-
lu-ss i n utTfinlantr with its l«*rtn> ul l i n - \\Mt*niiM ,nl. whi rh li.is heen ln u fnluu- ntaili' l»y III? Gimp, ny 
to e n t i t i c r . set-tin- .mil | t.tvidr .111 adil i l ioi i . i l m. .ms nl p.i\ mrni ol llu Credit Agi ecu u-i-: Obl.g.i-rins. 

T l u - Assignment, .is . ' i i l i iui i-d ln-u l iv . i l l sli.ill uni . t in in fu l l 'nice ami i ff ct until paynenl in 

f 11'I of all • ii lilrdih vv .mil olig.ilioiiN ol tin- ('010)1.01% lo eaeh ol tin Han's under anil pummel lo 

•lie C n - i l i l Aguouicnl ,1111. .ur Notes cseriiled anil M I I I I . I 1. i \ In- executed piUM thereto, at which 

I m i l ' t l io It mis will upon inpies l anil al I lit' rxpriisi ol iht' Compan) it ' lr.tv . i l 1.assign .0 ihr 

( a m p i n s and IVuu/nil ... i ln* i r in l r i rs t s mat appr,,. Ihr light- ;.\si.' • •' lo llu- Hanks h'rr-.mdrr as 

soon as tin t. h i . l i n n om rv , i.ip*e ol tunc that, in ihr opinion . in.- Hanks, thr cumula t ion of 

i h r s t ' t ' i i i i l t i> 1 o'sl until 1 tin- \ssi"i iuieii l is no louiv'i iicrrss.irs. to i >lr< I ihr Hanks fr nn loss or 

r \ | H I ' M 1 h \ i r , on r i nt ( ' ,11 . b i l l i t - p.iMurnl might con*!ilnh' a pu I r r rn r or nth-rwisc bc 

M i h j . i t . . . being -. dnl , i 1 shall 1.. binding up-ui llu- C mpain nd I ' rn . i /oi l . thrir 1's|v- five 

sua' , ssais and assigns, ( m i hall inme to the Item-lit nl and In .•••font' ihlc hy thr Agent and ihr 

Hank . I . , i i respr t i t i simes ms l i . i i r l t rrt-s am. assigns and ( i v ) sh.nl hr deemed lo have heen 

made . • •• i and sh. ! In 1" % el ned hs tin- I.IMS if tin Slale of 'Irs.is It is agreed .mil u.tderitoud 

that 1 . h r.'tiie* 111 . iv paragraph and in llu- As>igunu nt av 1 00(11111. d herein lo thr ('redit o g n e-

l o r : , ' . mc I ' lnt i tul i . . I 'ayuirul \ g i i in.-in nr Ihe Convex.nire sha" he deemed In refer lo such instru-

>;icnts is amended and restated as heron allow sp. i f u t l , and that ali refeienees lo lhe Hanks shal! 

be deemed lo left 'l to the Hanks wh i r l are p.uli>s to the (!redil . igieeu»"il as so amended and 

restntetl. 

Is ' WlTX't.ss 'VllUti ie p.illies irietti hate e.uised Ihis ( " ifiiinatiuu to IM- eseeuled. h\ thro 

respective ofliteis llu 1 unto duK atuhoii/ed as of the day fiist idxtve written. 

I ' l . V N / I M I I . i l l i s , V . V A M I ' I I A A S ( ) | I s l l o l l r , | \ r 

/> /1 
| S K A I ] . ' \ . ( l e v - / ,)h )-• 

Title: \ | v ( . e i V - . i . b ^ " 

11 ss. 1 i o s i r . 

r i 1 v i . , , r..- .(.. 

Tin I in 1 N » : . > AI H A M . 01 O u t A M I . ns Ag-nt 

Hy t^S&*~*< *• * 
lith- v ; • " 



Tivi Si A I I : i n ' I KX • s \ 
COUNTY or IIAIIIUS j 

Hi l r Hi sn • i . i iu i llt .it I . t lu i ' dctsigucd. a Ni.'.irs Politic duly qualified sworn and acting 
in and for • '• i u i \ and Slate afoics.iid Iicrchv certif* t l i . i t . on 's day of Ntav, PJ7o\ 

i 

, ! ^n i i ia iu i ) Hi hue an . |>j« .in <t ' /•' v v y >/',fl-t to mc pct.soi alls known, who, being by inc duly sworn. 
d id s.iv lli.it I " s \ ni* I ' l rMih ol oi iV\s./«'U l.ufiMASA • sn I'i XAS O I I S I I O I U , INC., a Delaware 
i m p m itnni. and lli.it tin M al affixed ;•• the loicgomg im'ruini 'ut is the corporate seal uf said 
ioipoiation .md lhat the instrument \. is ,si;;iuil and sealed iu i i l u l l ol Ihc corporation hy authority 
ol it-, l i i - n l ol D u n l i n s and lhat,! ' / i.» " ) / r y J , a (know lodged the iiisliuiucu. to he the free net 
and di t i l ol the c oi poi al ion. 

( Uiuisi nn i ) Hi tme mi appt . . . i d s. :- »l , v • • ' " , |o mr poison.illy know II, who. b i.ig hy uu- duly swoin. did 
say that he is \ iei I'lesuh-nl ol P i .w/ .n i i . i ' i M I - I S Y , a l>i'laware cn'por.it .1 i . and thai lhe seal affiled 
to tin- fun 1:01111; 111.1111111 • 11 ( is the 101 porate - . ' ol said 101 poration and that ihe iiisliumeut was signed 
and sealed in heh.dl ol the t u r p i 11 at ion hv an 'n i t s ol its Hoard ol D-.ectois and that Vj.tJ.UJill*-«<r«. 
lit know (edged the instrument to he the Iree at 1 and »leet| ol the i t y juration. 

(Texa ) He!oie me on this da\ person.div appealed/' ?*.h >̂/<t '/C*y/',, known lo me lo Ut (hi ni rsi." 
w l i ' f f name is subscribed lo Ihe loiegoitig inslrunieiit aiul '- own to me lo IH- a Vice Prcridc-it o 
Pi w / o . 1 l . o i i s i \ \ \ A M I 'Pi \ AS ' >I 1 SI tt >m . I\< . a I)-I . twai coiporation. and ackno.vledgcd to ine 
that he executed s.utl instrument fm the purposes anil ivmsider.ll ion therein expressed, and as the act 
anil deed ol said 1 oipoi.i t iou. 

(Te»ns) Itehire me on tins tla\ personalis appeare. ,\! A' . lvMkci -.MV, , known tn me to he the person whose 
• n e is subscribed lo the foregoing instrument ami known to me to he a Vice President of Pr.w/011. 

vaisii-AW. a Di law ate in rp tna t io i i . anil aeknowledged to me that lie executed saiil instrument lor 
th- pinposrs md eons ith-rati* 111 therein exprrssttl, anil as the ae! anil deetl of said corporstion. 

I N W I I . M S S \\ m i n o r , I ha\e hereunto set my hand a id oiiieial notarial seal, in the City of 
11 oust 1 in, Counts of I hn 1 is, State nl 11 x.i>. this I ' day of V? . , . P)7G. 

Notary Puhlic in and foi Harris County, Texas 

My Commission P.xpires Z« /„ • 'f 77 



! Mi S I \ 11 • ' ! I I N t l l S I 

I i i t ' V t v i n ( .«» »t, ( 

Iti 11 lit 11 Mil ' l i . i l I (In uiiili i - i i ' iM' i l . .1 Notaiy I'tthlie i t i i l) qualified, swum and ac'.iiu! 

in ami lm tin ( .Hints M . i l r afmrs.iid I I I H IIX n i l i f y that, nil this / ' .lay nf May. HJ7fi: 

( l .miisi .uia ) l i r ln i r I I I I app' : . . ! . i ., / . ; £ !••-/.„•» , | u piisnn.dh knowr. w h" I •• inii l»y mr 
duh swum du! v r l . - - i , , is Y : i l - 1 ' - 1 - , i ol 'I'm l-'ii'M N . u i o w i . ! ' \ \ k t i 

( ,11. u n a national l i ' i i M i ' " . . . " " . n : ami lhat tin- M M ! .ilfixt ' il tu th. ha. .in;; iustui I is llic 
llll 'pur.llf M i l ul vod ii>lp»iia'iii|l .mil that th. i l i ^ l l .nni. i t w as sign' l l ami si-,|li'(l in hi'hall nf thi' 
col pi nat inn h> . i l l t l i .u i t \ <>l lis Hiiaiil ol Mm il>.is in . | i l ia ' •/ , ' . s r , l I . K-t'***t*' iH knowhdjrcd 
thr msli ' in. nl I " hr l lu In r ,|( I .mil i l r r i l r l thr i i . i t ini i . i l hack III'.' association. 

( Tl-vas 1 Hi t. . ' " . . . i l l i ' d , l \ pi i .i MI.iIh appr . n d »/ , (. ' > . M < ' . know u to nir to hr 
(hi- prison wl . . . . . li.no is so l i . .nh il lo thr Ion .oio; ; ilistlUUirii' . i t l ' ' known lo mr to hr an 

V i ' ; I . . •' ' I l i n I 'm . i \ s i n . s . i l l \ \ h 1.1 i ' i m \ .o. , i national hanking asso 
ri.itinn. .mi] .a know I n i • .1 < »• thai hr rv r i t. i l s l id i i is l . innrnl hn ihr ptuposrs aiul t nlisidt'l aliou 
thr I r i i i rspirs r d atttl ni tin r . tp. iuit llu o > , st . l lrd tl as Ihr act and d r r t l til saitl national 

hanking asMH'i.itniu. 

I N W M I.SS W i n I . I .a . I has. In it unto si t in\ hand ami olln i.il notarial si .tl . in thr (aty of 
Chi. .ir. i. Co ' . ' i nl Cook. M . l t i ' . j | i | s. t |„s / . d..\ ol \ i i > . I«l7(i 

N'ut.ilA I'llblie in ami for Cook Counts, Hliouj* 

M \ Commission I'Apilrs 

•i 



ANNEX | 

[CoNFonMm COPY] 

P E N N Z O U . L O U I S I A N A A N D T E X A S O I ! S H O R E , I N C . 

ASSIGNMENT 

THIS ASSIGNMENT dated as nf Ma.eh 1971 (the '•As-ignuient"), from Pcnnwii! Louisiana 
und Texas, OH-shute, Ine. (the "Company" 1 tu tne First National Hank of Chicago, as Agent for the 
Banks mentioned below (the "Agent") , 

WITNKSKETM T H A T : 

Wltiair'AS, the Company has entered into a Hank Credit Agreement (the "Credit Agreement"), 
dated as of March I . ";h'-1, wi th The First Nation -' Hank of Chicago, the other Hanks referred to in 
Section 2 of tlie Crtv . i Agreement (the "15 inks ') anti the Agent providing ioi loans (the "Loans") 
by the Hanks to tin Company in au aggregate principal amount not iu excess of $100,WK),<K)0, tn he 
evidenced hy the promissory notes of the Company (the " Notes"); 

WHEIIKAS, the Company has executed, acknowledged and delivered to Penn/oil Company 
("Pennzoil") a conveyance ol pioduction payment, dated as of Marcli 1, 1.171. substantially iu the 
f o r m of Appendix 1 to that certain Production Payment Agreement, dated as of March 1, 1971, 
between Penn/oil ami the Companv (the 'Production Payment Agreement"), all as provided in 
Section 2.3 of the Pioduction Payment Agreement; 

WUKHUAS, in order lo sri-nrc the fu l l and complete performance hy the Company of its obligations 
under the Cietlit Agreement, the Company has agreed therein to assign its rights and options in, lo 
and under the Production Payment Agreement to cause Penn/oil either (a) to pay lo the Company, 
as the purchase prit • for the pioduction pavment conveyed hy lhe Company lo Penn/oil as aft: c 
said, cn ame-unl equal to t h " prineipi't annum! of such production payment, which principal 
amount shall equal the aggiegale principal amount of the loans, phis accrued interest thereon and 
commitment fee applicable thereto, if any, outstanding under the Credil Agreement on the date, 
i f any, upon which smh payment is made, or ( b ) to execute, acknowledge and delivei lo lhe 
Company, at its expense, such instrument or instruments as may he necessary or appropriate to iclease. 
relinquish and extinguish as f u l l y discharged, such production payment; and 

WIIEIU'.AS, pursuant to fhe lequest of thc Company and the Hanks, Penn/oil proposes to join herein 
f o r the limited purposes set for th below. 

Now, TnF.ni:nMir., in order to induce the Hauls to make loans pursuant to the Credit Agreement 
and to secure the performance by thc Company of iis obligations under the Credil Agieement, 
inc luding its obligation lo pay lhe Notes (the "Credit Agreement Obligations"), the Company hereby 
assigns, transfers and sets over lo the Agent lor the proportion i»e benefit of the Hanks as their 
inteiests may appear all of the right, l i t le and inteiest of the Comp .ay in, lo and undei lhe Production 
Payment Agreement, save ami except, however, those rights of the Company relating to the sale of 
gas produced from the Leasehold Liteiests piovided lor in Article i l l of the Production Payment 
Agieement (such light, title anil interest of the Company in the Pioduction Payment Agreemenl, 
save and except sueh lights relating to lhe sale of gas, being hereinafter referred to as 'he "Produclion 
Payment Rights"), together w i t h the right, title anti inteiest ol the Company in . to and under any 
amendment of the Produclion Payment liights oi additions (hereto. 

' . This Assignment <̂  made by thc Companv' to enforce, secure ami provide au athiition.il 
me . ' '"yincnt of the Credit Agreemenl Obligations. 

' I the Production Payment Kights may hc exercisetl hy the Agent for and on behalf of the 
' • d;s \ ion thc oi i iirrcuee ol an Event ol Default as desctibt d in Seciion 11 ol the Ciedit Agieement 

•ii »• .. v time during I h - continuant e ol such Event ol Default. Tu exercise the light of thc 

1 



Company to call upon I'cnn/oil lo pay tin* purchase price of such production payment as provided 
in Seciion 2-1 of Ihc Pioduction Paxiucul \ y j t euienl [ lhe "Pinch.i\c Piiee H i g h t ) , the Agent shall 
give Penu/oil notice to sueh rf lcc l whieh shall 

f a ) specify the purchase price of thc pioduction payment (detennined as provided in 
Sect ion 2 1 ol llic Pindiicliou I'ayment Agicemcitt) to he paid hy I'cniizni) pmsuant In such 
request, and 

( h ) specif) llu' date upon which the puichase piiee of such pioduction payment is to hc 
paid . 

Concui lon t ly with the giving ol Mich not ice to Penn/oil, llu- Agent shall dehvci oi mail an executed 
ci unit ei p.o t of such notice to the C'omp.mv Civmg of smh notice hv the Agent lo Penu/oil shall 
constitute au ellvclivc notice ol election hv llu- ('ompanv to exeieise the Puichase Price Hight as 
pros ided for iu Section 25 ol the Production Pavment Agreement. The fu l l amount of the purchase 
price ol sueh piodiictiuu pavment shall he paid hv Penu/oil. without setoll, counterclaim or recoup
ment vvimtsoev ei h\ ic.isuil ot anv chum ol Pcnii/nil against tin- Company in othervvi ,e. directly to 
the Agent on tl e date specified in sm h notice and shall he applied hv the Agent to the payment 
of Ihc Noles iu the inaiitiei described in Section l i n| lhe Credit Agreement 

3. Notwithslandii.g this Assignment, the Company and Pi uu/o i i shall have the right, xvithout 
thc consent of lhe Age nl ol the H..nhs, to aui' iid l i e I ' lo i lm l io i i Payment Agieement and thc con
veyance of pmdiii (in.i payiueul e\e ulcd pnixn.mi thereto (or the sole and limited purpose s of 
releasing, or ;'d ring lu. one oi mou- oi the Leasehold Interests in subjecting the saiii'" to gas sales, 
uni t , operating or other agreements piovidiug ioi the opeiation oi development o! tin Leasehold 
Interests or lhe disposition of p rodml imi lliereliom; provideil. howcvci, that any smh amendment 
shall not otherwise inodily in anv u speet lhe righls and obligations ol the Company or Penu/od under 
the Pioduction Payment Agieement oi led uee Hn- purchase p r o . of said [noduclioii payment 
determined as piovided in Section 2.1 of lhe I'twdutlion Payment Agiceineul. 

•1. No failure or delay on the part of the Agi ul or the Panics in exercising any power or right 
hereunder shall opci.ilc as a waivoi Iheieof, noi - h i l l aoj single oi partial r.xeicisc of any such right 
or power preclude any olhei sineje oi p.uti.d excici.se thcicof or the exeieise ol any oilier right or 
poxvei hereunder. 

5. At lhe u |iiest of tin- Company and in o idn to induce lhe Haul s to make the Loans to the 
Company, Penn/oil ngrees 

(a ) with the Comp.mx that each eci t i f i i ate as lo value of Pmvcii I i y i l io i ai Ium P.escivcs 
delivered by the ('oinp.iuy lo the Agent puisu.nit to Sei (ion S(,c) of the Credit Agieement shall be 
signed by Penn/oil to aelviioul, rigc its approval thereof and shall bc deemed lo have been deliv
ered lo Peiiu/uil pursuant to Sei lion 2 1 ol the Pinriut tam Payment Agreci'icnl, .tin'! 

( h ) with the Agent and tin l i m l s lhat (he hie.uh oi failure of lhe Companv lo perfonn any 
(d its obligations in.del this Asvsij;litneul oi t!n I ' lOil ' l . t loll Payment Agieetuenl hall uot icdiice, 
impair oi .idviisily alb-il in an) u .pn t tin- mint l i a b i l i t y In the \ g r i i l .md the Hanl.s ol ( i ) 
the Pro.tin tion Pavini ul High! ,v am.id lo llu t, i ! i , i eun . | . | . o i l 111) thr .igieeinciil of Penn/oil 
to pay diiei th lo the Agi u! l.p n dir date sp, ( dii d in the until e given lo i 'l-iui/nil hy the Agent 
pui sua ill I " I'.n I . I iph 2 ahi'V e ,oi anion i! equ il to the pm t have pi u • > -I the production payiueul 
spiei l ied iu such n : i n ailei . e. i i q u i i t d aripistniriil as pto\ ided in Section 2 5 of the Produc-
l i i n Payment Aro ment, 

it l u i n ' ' l lu puipiise .md inn nl of p. t in/oil hen in lo rnnfiuu lo the Agent and the Hani's the con-
t inned • I i r . ( o n u s v.diditv ami i iitoi i c.diil.t v " I ('•• Pli 'duclinii I ' l v i m u t llighls assigned to ibein 
heieondei thioiigl (he !• 11 .•! l i e . \ w i . . mn- ul w i i l i n i t legal d to llu pi r fo i iu tne. oi hi each by 
l l l l - C o l l i p l i ty " f '.1- I . h l lg . l t l o . i l l l i d . I lhe . ' W i g O I i i r i i ! 1(1 the I ' l o i l ' l i t j l l l l P.l) l l i e i l l V ; , l l I ' l lU ' l i t , 
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6. IViuizoil hereby represent* and warrants that 

( a ) tt is a rorpoi.itinn only nigani/cd, validly t-\i?>liiij» and in good standing under llu- laws 
o l tht' Stale ul Drluw.ui ' It is duly ipialilii-d to do business in those states in which it owns a 
materia! aumuii! nf pu-petl) oi trausuc ts a niati i i . i l amount of business 

( h ) l l li.is cuijtoi.iU' p o u r , and uiilhoiilx lo make ami e.u.y out llie Production Payment 
Agreement and tins Assignment, and all sueh action has heen did) authori/ed hy all necessary 
corpoi ale p: iliiigt ou its pai l 

(c ) Sinn Deci iuliei 31. 11)7.1 then- has ht en no material adversi change in the financial 
c o n d i t i o n ol l ' c n i i / o i l o i of I ' i n i l / o i l and its conso l ida ted subsidiar ies . 

( d ) The I'lnduction Payment Agreenicnl, the conveyance oi pi nonet inn payment executed 
pursuant I herein and this Assignmenl have been ch.'v and validly executed and delivei ed hy 
I V n i i , o i l and uiiisliliiU- valid and leg.dlv hmdiiig .igieeiueiits ol Pcuu/oil cnfoiceible in accord
ance with tle'ii lei ins, es. epi as cufouciueut l lu icof is lumti d by bankruptcy, insolvency ur 
other laws nl gciici.d ..ppb. .itmn relating 'o in allecliug lhe eulorceinenl of cicditurs' rights 

( c ) While this Assignment lonliiiucs unrelcascd Pcuu/oil shall, if notiiied of (he exercise 
by t'.ie Agent of the l ighl to have the puichase p i n e paid to the Agent, he unconditionally 
obligated to pay such pu .eha»e price due My to the Agent iu accoidancc Willi the terms hereof. 

7. A l l notices ."id othei communications piovided foi herein shall he in writ ing and shall be 
. le l ix ' r rcd oi muled p»r ir the ease of lelegiaphie couununit ation, if by telegram, delivei ed lo the 
te legraph companv .n.d il bv ll ic telex, graphic scanning oi othei telegraphic t'oiiiiiiuuieutinus equip-
ment cd the sending paity, del ixeict l hv sueh ei|uipmeiil) addiessed, i i (o tie. Company or Pennzoil, 
as appropnate, at 'JtHI Southwest Towel. Houston, Texas 771*02, ami i l to the Agent, lo it al One 
Firs t National I'la/.i. Chicago, Illinois (itKi7ll All notices .md otlier communications given to any 
par ty hereto m an oul.uicc with the pros isious ol this Assignment shall be d. > no .1 to have been given 
w h e n sent hy icgislt if i l MI c e i l r i i n ! mail, if by m.n!, oi when delivered to the telegraph company, 
charges prepaid, ii by telcgiuni, or when iccnpt is acknow l . rigid, il hy any leiegr.ipluc communi
cations equipment ol die sender, iu each case addressed lo Mich p.uly -is provided iu Ihis Paiagr.iph 
7 or in accoidancc with the latest unrevoked dncclion f i o m such p.uly. 

8. ' l l i i s Agreement ( i l shall it-main iu full foicc .md cllccl unti l pavment in lu l l of all indebted
ness and obligations ol the Comp.ii i) to each ui tin banks under and pursuant to the Credit Agiee
ment ami the Nods, al which tone the banks wi l l , upon request and at the expense of the Company, 
release ami n assign to the Compan; anil I'enn/oil. as their inteiests max appear, the rights assigned 
to the banks l.cicinidci as soon .is theie has lu eu sufficient elapse ol tune th it, in the opinion of 
t h i ' Banks, the continuation ol the security interest under the Assignmenl is no longei necessary 

to protect thc 'kinks ! i loss m expense hv I eason of anv claim that the payment might constitute 
a p i c f c i c u i e oi otherwise IH- subject lu bring voided, ( u ) shall bt binding upon the Company and 
Pemizoi l . ' lien irspti live Miiei-sM»is ami assigns, ( in) shall uune lu lhe In in fit ol ami be eiifnrci-ahlc 
by l l u - Agent and (lie Hanl.s. ihen u quclivt siictvssins, t i . inspires .mil assigns, and (ivJ shall IH-
co i i s l i ued in accuidance with the laws of the State ol Texas. 



I N WITNESS WlltOUCOK, th r parties hereto have caused this Assignment to be executed hy their 
respective officers tlieicuuto duly authorized, and in thr presence of the undersigned witnesses, as 
of thc day first above written. 

Witnesses: I ' K N N Z O I L LOUISIANA ANO TEXAS On-snout. INC. 

% l M A I I Y LIIANCIS Koni sir.n 

l l CEORCIA SlIVEY 

s/ SAM Y H A Z E N 

A:.'isl,m! Srcretanj 

[ CoRPOHATE SF.ALj 

I ' I :NNZOU. C O M I ' A N T 

By s/ W. E. CICSON 

Vice President 

ATTEST: 

s/ SAU.Y IIA7.CN 

Assistant Secretary 

[CORTOIIATE SEA!.) 

l iy Si l l . C. BllYAN 

Vice President 

A1TEST: 

Witnesses: 

% l MARY FHANCES EonEvmi 

*/ CtOIU.IA SeiVEi 
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T H E STATE OK TEXAS 
Cou.-nY oi IIAIUII 

• Ti.XAS 1 
IAHMIS / 

Hi. h HEMI.XIHI;IU:IJ lli.it I . tlu- undersigned, a Notar)' Public duly qualified, sworn and acting 
iu and for tin- Count) and State aloresaid, hereby ceilily lliat, nu lliis 21st day of March. 1974: 

(Louisiana) Befoie mc appeared IL C. Ih-YW. In mc personalis known, who. hriug hy me duly sworn, did 

say lhat lie is \ n c I'resnlciil ol I ' l .w/on. Ian IMANA I M I T I \ .W I ) H SHONE. Kr : , .1 Delaware corpora-
lion, and 1l1.1t Ihe seal alfixcd lu Ihe loiegoing instrument is llu corporate seal ul said corporation 
and that tin- iiistiuiucnl was s gneil and sealed in behall ul the corporation hy authority of its Hoard 
of Diieclois and that l i . (. .. Huvxs acknowledged the iustr 111 nt ul to be the f u n act ami deed of the 
coiporation. 

(Louisiana) Heinle me appealed \\ E OIISON, lo me personal!) known, who, being by me duly sworn, did 
s.i) that he is Vice I'lt-sidenl of I 1 NV/IMI COMI-AXY. a Del.iw.in coiporation, and that the seal affixed 
to lhe foregoing instrument is the corpoi ale se.d oi said corporation and ilia' Ihe instrument was signed 
ami ealed iu behall ol the c.upol.iliou lr) aulholily ol its Ho.utl of DilCctois and that W. L. Oii'SON 
acknowledged the insliuiiienl to be thc free act and deed ol the corporation. 

(Texas) Before me ou Ihis day personally appeared It. Ci. BIIYAN. known to ine to he the person whose 
name is subscribed to the lorcgohig iiistrtiiitcul and known to me to he a Vice President of PENNZOIL 
I .OIISIAW \M> list-- Ol KM I'tin. I M . .1 Delawaie coiporation, ami acknowledged to me that he 
executed said mstrument lo • pmpoves and consideration therein expressed, and as the act nnd 
deetl of said corporation. 

(Texns) Beloie mc ou this day personally appeared VV. P.. Oir-SON*, known . » me I.) bc the person whose 
name is subscribed to 'be foregoing iiisliiiiiieul and known to mc to bc a Vice President of Pi NNZOII. 
COXII'ANV, .1 Delawaie corpoi,.tion, ami acknowledged lo mc lhat he executed said instrument for 
the [tinpuses ami consideration therein expressed, ami as the acl nnd deed of said corporation. 

I N W H - . I VS Win.in riv, I |. n .. hereunto :et my hand aud official notuii.d seal, iu Ihe Ci'.y of 
Houston, Count) u f Harris, Stale of Texas, this 21s' day of March, 1974. 

s/ DonoTinr SCEAHMAN 
Doiothy Stearman 

Notary Public in and for Harris County, Texns 
My Commission Expires June 1, 1975 
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B A L L A V 8C B R A I T D 

A PROFESSIONAL LAW CORPORATION 

513 BELLE CHASSE HIGHWAY NORTH 

BELLE CHASSE. LOUISIANA 70037 -2699 
TELEPHONE 

CHARLES J. BALLAY 
STEPHEN C. BRAIll) ' « * » M 4 - W J 4 I 

July 18, 1985 

R E C E I V E D 
United States Dept. of the Interior 
Minerals Management Service MM <} . 
Gulf of Mexico OCS Region 
Imperial Office Bldg. 
P. 0 . Box 7944 
Metairie, LA 70010 

I;c5 

Attn: LE-3-1 Ms. Boehm 

Gentlemen: 

Re: Lease Numbers OCS-G 218.7 
OCS-G 2360 

Enclosed you will find an Act of Collateral Chattel Mortgage dated July IS, 
1985. In order that third persons may be placed on notice as to the execution 
and efficacy of the Mortgage, please file one copy of this letter, with the 
attached duplicate original of the Mortgage in the files in your office relating 
to each Df the above-captioned leases. 

A check in the amount of $50.00 is enclosed for this service. 

Very t n 

BALLAY At BR AIM 

Charles J 

CJB/jwb 

Enclosures 

Filing Accomplished As Requested 
Minerals Management Service 

BV: J a f s < 3 ~ * 
La Nelle Boehm , , n n 

Date: July 22, 1985 
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COLLATERAL CHATT2L MORTGAGE 

BY: HuB ENERGY SERVICES, INC. 

UNITED STATES OF AMERICA 

STATE OF LOUISIANA 

PARISH OF PLAQUEMINES 

J 

§ 5 9 § 5 5 § § 5 5 $ § § § § § § § § 5 § § 5 § § § 5 

BE IT KNOWN, that on this \> day of July, in the year of Our Lord, one 

thousand nine hundred and eighty-five; 

n~FORE ME, Stephen C. Braud, a Notary Public, duly commissioned' and 

jveacnce of the witnesses hereinafter named and undersigned, 

PERSONALLY CAME AND APPEARED: 

HuB ENERGY SERVICES, INC., a Louisiana corporation, domiciled and 
doing business in the Parish of Plaquemines, State of Louisiana, 
represented herein by its undersigned officer, as per the attached 
certified resolution, 

hereinafter sometimes referred to as the mortgagor, who declared to me, Notary, 

that , desiring to secure funds from any person, firm or corporation willing to 

loan same, and for such purpose, said mortgagor does by tnese presents declare 

and acknowledge a debt in the sum of FIVE HUNDRED TWENTY FIVE THOUSAND AND 

NO/100 ($525,000.00) DOLLARS, and to evidence such indebtedness, has executed, 

under date of these presents, one (1) certain promissory note for the sum of 

FIVE HUNDRED TWENTY FIVE THOUSANH AND NO/100 ($525,000.00) DOLLARS, made 

payp.b'e to " i f bearer, jue on demand at Deltp Bank & Trust Company, 

which sah to bear interest at the rate of fifteen (15*) per 

cont per :ntil paid, payable on demand and 25% attorney's fees, 

which said . ..e, . ! . 9vin? been paraphed "Ne Varietur" by me, Notary, for 

identification with t...s act was delivered to the said mortgagor, who 

acknowledged receipt thereof. Said mortgagor further decla ed that said note 

would be negotinted for the purpose of raising funds as heretofore stated, and 

aaid mortgagor does acknowledge, by these presents, to be indebted to any future 

holder or holders of said note in the full amount thereof, together with 

interest, attorney's fees, insurance premiums, taxes and court costs, should 

they accrue. 

In case the said note should be placed in the hands of an attorney-at-law 

to institute legal proceedings to recover the amount thereof or any part hereof, 

for the Parish of Plaquemines, State of Louisiana, and in the 

80164B.3 RFC0R0FD PAR13II 0. PLAQUEMINES ON 

JUL 1 7 1985 , N CHATTEL 

M. 0. B._ J±L FOLIO Jz^ZfsT 



in principal or in terest , or to protect the interest of the holder or holders t 

thereof, or in case the same should be placed in the hands of an attorney for 

col lect ion, compromise or other ac t ion , the mortgagor hereby agrees to pay the 

fee of the attorney who may be employed for that purpose, which fee is hereby 

f ixed at 25% on the amount due or sued for or claimed or sought to be protected, 

preserved or enforced 

N J W , in order to secure the payment of the said indebtedness evidenced by 

the said noie, together with al l interest , attorney's fees, premiums of 

insurance, taxes and court costs, the said mortgagor does b> these presents, 

specially mortgage, a f fec t and hypothecate unto and in favor of any future 

holder of snid note , whether the same be held as an original obligation or in 

pledge, the fol lowing described property: 

A . One 350 HP Worthington Model OF6MU-3, balanced opposed compressor, 
serial no. A15311 with 7 i " x 5J" x 5" cyl inders, direct connected to a 
Waukesha Model 3711 engine, serial no 48985, located on a oi l f ield 
type skid, including inlet and intermediate scrubbers, intermediate 
and after cool ing, pneumatic stainless steel panel and overhead galva
nised cooler, serial no. 813815. 

Located at South Pass Block 78, Platform " A " , OCS-G-2185, Louisiana, 
U.S.A. 

B. One Caterpil lar Engine, serial no. 72B01062, Model 379 NA, direct con
nected to an Ar ie l Compressor, serial no. F2802, Model JGW-2 with two 
(2) 3 7/8" cylinders fabricated on an oi l f ie ld type sk id , wi th cooler, 
serial no. 82145. 

Located at High Island Block A-447 , OCS-G-2360, Texas, U .S .A . 

C . One Waukesha Engine, serial no. 326911, Model F- l 197, direct connected 
to an Ar iel Compressor, serial no. F1253, Model J G - 2 , wi th two (2 ) 3 
5/8" cyl inders, scrubbers, instrumentation and related piping fabr i 
cated on a concrete f i l led skid, w i th cooler, serial no. 783828. 

Located at State Lease #4977, Plaquemines Parish, Louisiana. 

Whenever any of the above described properties are not located at the 
locations designated above, i t shall be located at the principal 
off ice of mortgagor, at 1202 Belle Chasse Hwy. South, Belle Chasse, 
Plaquemines Parish, Louisiana. 

Mortgagor binds and obligates Itself not to remove any of the property from 

i ts present said location without the prior wri t ten consent of the then holder 

or holders of the hereinabove described note, having f irst been obtained. 

Together wi th al l the improvements, appurtenances and attachments, 

thereunto belonging or in anywise appertaining, now or hereafter forming part of 

and attached to or connected with s. I property or used in connection 

therewith. 
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Said property to remain . ally mortgaged, afiecled and hypothecated 

unto and in favor of any future holder or holders of said note until the fu l l 

and f inal payment thereof, said mortgagor being hereby obligated not to sell, 

alienate, deteriorate or otherwise encumber the said p-operty to the prefudice 

of this act, and not to permit or suffer the same to be sold, aiifnated, 

deteriorated or encumbered. 

And the said mortgagor does, by these presents, confess judgment *c- the 

amount as said note in principal, interest attorney's fees and all tner costs 

and charges, and does consent, agr - and stipulate that, in the event the said 

note or any interest ihereon is not punctually paid at maturity, or upon the 

mortgagor's death, suspension, failure, liquidation or insolvency, or upon 

application for said mortgagors adjudication in bankruptcy., or upon the applica

tion by or against said mortgagor for a respite, assignment, composition, exten

sion, reorganization or receivership, or in the e i of . e mortgagor's failure 

to comply with any obligation by said mortgagor herein undertake.1, anything 

herein contained „o the contrary notwithstanding, it shall be lawful for and the 

said mortgagor does hereby authorize the then holder or holders of the said note 

without making a demand or putting the said mortgagor in default being hereby 

expressly waived, to cause and singularly the property herein mortgaged and 

hereinabove described, to be seized and sold under executory process or any 

other legal process at the option of the holder or holders of said note. The 

said mortgagor especialy waives the benefit of any and al' laws or parts of laws 

relative to the appraisement of the property seized and sold under executory 

process, or any other le<<;il process, and consents that said property be sold 

without appraisement to the highest bidder for cash or on such terms as the 

p la in t i f f in such proceedings may direct. 

Possession of the said note at any time by the said mortgagor herein shall 

not in any manner extinguish the sahJ note or the prest it mortgage securing 

payment thereof, but the said mortgagor shall hav; the right to issue and re

issue the said note from time to time and as often ua convenience may require 

without in any manner extinguishing or affecting the obligation of said note or 

the security of this mortgage. 

And ti'e said mortgagor further agrees that, in the event any proceedings 

are undertaken under this mortgage by »vay of executory process or otherwise, any 

and a l l declarations of the t'icts made by authentic act before a Notary Public 
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and in the presence of two witnesses, by a person declaring that such facts lift 

within his knowledge, shall constitute authentic evidence of such facts for that 

purpose of executory process. Said mortgagor hereby promises and agrees to keep 

the above d*. scribed property constantly insured against the risk or loss by 

f i r e , wind, storm and tornado, in sol ent insurr.nce companies up to the full 

insurable value and to transfer and dehvt" '.he said policies of insurance to 

the holcf»* or holders of said note, and hereby authorizes the holder or holders 

of said n te, in the event of a default with regard to said insurance, to cause 

said insuran- e to be effected at the cost of the mortgagor, at the then current 

rates, and the reimbursements of all sums paid for the purpose shall be secured 

by the privilege and mortgage aforesaid. However, this clause is not to be 

taken as making it obligatory upon the holder or holders of said note to cause 

said insurance to be effected upon the default of said mortgagor, or as imposing 

any l iabi l i ty upon the holder or holders of said note for failure to do so. 

The mortgagor declares that there are no taxes due and eligible on the pro

perty herein mortgaged. 

The maximum amount for which this act of mortgage shall be deemed to secure 

the obligations of the mortgagor, as herein stipulated, to reimburse any holder 

or holders of said note, the amounts paid for premiums of insurance or taxes is 

hereby fixed at 20% of the face value of said note. 

The mortgagor hereby declares that the property herein mortgaged stands 

registered in the name of the mortgagor, and that it has not been alienated by 

the said mortgagor, and according to the Chattel Mortgage certificate attached 

hereto, there are no mortgages or encumbrances against the said property. 

The mortgagor further binds itself to pav all taxes and assessments that 

may be levied against the mortgaged property, and his failure to so do shall 

give the mortgagee the right to pay such taxes and assessments and the right to 

reimbursement of such sums from the mortgagee, which sums shall be secured by 

the mortgages aforesaid; to keep the hereinabove described property in constant 

repair and to exhibit same to the mortgagee at any time the mortgagee may 

desire; that in the event of foreclosure, mortgagee shall have the right to 

cause the hereinabove described property to be put in merchantable condition, 

and that the expenses so incurred shall operate as a further lien and privilege 

on said property, and that the costs thereof shall become a part of this 

mortgage and secured thereby; to notify mortgagee at once in the event that the 
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RESOLUTION 
» 

BE IT RESOLVED, that V. A . Bradshaw, Secretary-Treasurer of HuB Energy 

Services, Inc . , be and is hereby authorized to borrow on behalf of this cor

poration the sura of FIVE HUNDRED TWENTY-FIVE THOUSAND AND NO/100 ($525,000.00) 

DOLLARS at such interest rates, and upon such terms and conditions as he deems 

necessary and proper in his sole discretion, and to secure said loan with a 

Collateral Chattel Mortgage on the property described as follows: 

A. One 350 HP Worthington Model OF6MU-3, balanced opposed compressor, 
serial no. A15311 with 7 i " x 5 i " x 5" cylinders, direct connected to a 
Waukesha Model 37U engine, serial no 48985, located on a oilfield 
type skid, including inlet and intermediate scrubbers, in. *rmediate 
and after cooling, pneumatic sia.nlet* ileel panel and overhead galva
nized cooler, serial no. 811315. 

Located at South Pass Block 78, Platform "A", OCS-G-2185, Louisiana, 
U . S . A . 

B. One Caterpillar Engine, aerial no. 72B010R9, Model 379 NA, direct con
nected to an Ariel Compressor, serial no. : 2802, Model JGW-2 with two 
(2 ) 3 7/8" cylinders fabricated on an oilfield type skid, with cooler, 
serial no. 82145. 

Located at High Island Block A-447, OCS-G-2360, Texas, U.S.A. 

C. One Waukesha Engine, serial no. 326911, Model F-1197, direct connected 
to an Ariel Compressor, serial no. F1253, Model JG-2, with two (2) 3 
5/8" cylinders, scrubbers, instrumentation and related piping fabri
cated on a concrete filled skid, with cooler, serial no. 783*28. 

Located at State Lease #4977, Plaquemines Parish, Louisiana. 

x BE r r FURTHER RESOLVED, that the said V. A. Bradshaw, 

Secretary/Treasurer, be and he is hereby authorized to execute any and all 

mortgages, promissory notes, instruments, assignments and pledges and/or 

documents necessary and proper to carry out the purposes and intents of 

this resolution, and that all of his aforesaid actions in connection 

therewith are hereby ratified and approved by t ie Board of Directors of 

this corporation. 

This ia to certify that the above and foregoing is a true and correct 

copy of a resolution unanimously adopted by the Board of Directors of HuB 

Energy Services, Inc., at a special meeting held by this corporation on the 

15 day of Z T v ^ y 1985, and that said resolution is still in effect 

and has not been rescinded or amended as of this | > day of ~J Y 

1985, at o'clock A. m. 

SECRETARY 

ATTESTi 

WILLIE HESS, PRESIDENT 
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within described property should be seized by a person other than the 

mortgagee. 

And now to these presents personally came and intervened Darrell D. Roy, 

who on behalf of any future holder or holders of said note accepts this act of 

mortgage. 

THUS DONE AND PASSED, in triplicate original, in Belle Chasse, Louisiana, 

on the day, month and year first above written, in the presence of the under

signed competent witnesses who hereunto sign their name with the said appearers 

and me, Notary, after a reading of the whole. 

HUB ENERGY SERVICES, INC. 

BY 
V. A. BRADSHAW 
SECRETARY-TREASURER 

IRELI. D 
SR. VICE-PRESI 
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