
MBANK CORPUS CT 'STl N . A. 
P. 0 . BOX .01 

CORPUS CHRISTI, TEXAS 78403 

Minerals Management Service 
Gulf Of Mexico OCS Region 
Imper ia l O f f i c e B l d g . 
3301 N . Causeway B l v d . 
M e t a i r i e , Louis iana 70010 

The f o l l o v i n g i s t o Le f i l e d i n your records : 

RE/L ESTATE DEED OF TRUST 
REAL ESTATE EXTENSION OF LIEN 
TRANSFER OF LIEN 
COLLATERAL TRANS TER OF NOIE 
REAL ESTATE RELEASE OF LIEN 

* PARTIAL RELEASE OF LIEN 
WARRANTY DEEi) 
POWER OF ATTORNEY 

X OIL & GAS DEED OF TRUST (Walter O i l & Gas) 
OIL & GAS EXTENSION OF LIEN nf><Z ^ l ^ l 
UCC-1 - standard C/V^ ** 

_ UCC-1 - non-standard 
UCC-3 
BILL OF SALE 
TITLE 

c e r t i f i c a t e o f t i t l e 
odometer statement 
form 130U 

Also enclosed i s our Cash ie r ' s Check i n the amount 
of $ g i 9 0 to cover your fee . 

"wmm 
Thank you f o r your aeeistance i n t h i s ma t t e r . 

S incere ly , ^ * 

^ W J J H 5 * "SKIVED. 
Corporate Loan Services Q£Q o IS/SI 



A OIL AND OAS PROPERTIES ffl &w dy/k*+-WW 

>:.LTER OIL £ GAS CORPORATTON ftwretnafter ceiled "Grantor" wnedwronaor 

more), tot end tn consideration ol the sur- ot Ten Oollars ($10 00) lo Grantor in hand paid by P a u l D A l t l l 
(here,natter ccl i r t tlw "Trustee1. m order lo secure t h * payment o l tlw indebtedness her ematter retemsd lo and tne performance ol the obligations, 
covenants, ag moments and undertakings ol Iho Granior hereinafter described, does hereby grant, ear gam. aoil, convey, transfer, assign and sot ovor lo 
tho Truste* Ino following 

A Tho oi l . gas and/or mineral Interests and estates which aro described In Exhibit A attached hereto and made a part hereof, and all interests ol 
Grantor in al l othor oil. gss and/or mln al interests with which any of tha interests ano estates described m Exhibit A ara now or hereafter may t a uni
tized, in whole or in part; together with all "proceeds of runs" from these rroperties (at tnta lorm i t defmed herein) and an ofl, gat. hyororartsont or otnar 
mint ra ia produced therefrom wherever located, whether aa being stored In tanks, linos, plants or otherwise; 

B. Al l of Granior * interests m and to all wells, eating, tubing, rods, flow lines, pipelines, derrick*, tanka. separators, pumps, machinery, loots, 
oquipment. camp sites, buildings and all other personal proporty and fixtures now or hereafter locatad u p c or used in connection with ?ny olthe pi > 
port tea described in Exhibit A or poperttet onrtutod therewith; 

C. Al l of Grantor s interests m. to and under all contracts, operating agreements, rights o l way. easements, surface ia.es. pennits. Hearts**, 
pooling or unitization agreements, pooling designations and pooling orders now or hereafter affecting any of the interests now or hereafter covered 
hereby or which art useful or appropriate .n drilling for, producing, treat! .g. handling, storing, transporting or marketing oil, gat or other minerals from 
any of tho proper.ies described in Exhibit A or properties unitized therewith; and 

D. Al l of Grantor's right, title and interest of every nature whether now owned or he* ••«•»>• acquired in and to the properties, described m A . B a id 
C. including without limitation said properties aa they may bo enlarged by th* discharge ot payments oul of production or by tlw removal ol encjm-
brances; any renewal" ano extensions of taid properties, all contracts and agreements amending o* given In substitution for taid properties; at.J any 
and a l l additional m'erssts ot any kind hereafter acquired by Grantor in said properties. 

(All of the oropertiss. ints-ssts ind (ignis described in Headings A, B. and C and 0 ar* being h r t r o i - s f t a f ^ o t v ^ a V ^ A ^ B Othe "Mort
gaged Properties 1 

TO HAVE ANO TO HOLO the Mortgaged Properties, togethtt with all righta. estates, powers and privileges aoourtjnant or incident thenrfo unto 
the Trustee and hia successors or substitutes in this trust *:-id lo h>» or their successors nnd assigns, in trus . howgybjypd^ the t f § 0 ^ n d piov.sions 
herein t o t forth. 

ArmciEi Minerals Management Service 
SECURED INDEBTEDNESS Leasing & Environment 

dated December 1, 198C, 
1.01 • Thit Oted ol Trust. Mortgage and Assignment (hereinafter called thtt "Mortgage") la mad* to secure and enforce 'he payme t of th 

following notes, obligations, indebtedness and liabilities: (a) or - certain promissory rote/oVXwIiKBWmaHiK in the onncips: amount of 

Fi f t een Million and no/100 Dollar. » J 5,000, nnn, nn »mao* by a*.:* 
and payable to the order ot KSAHT CORPUS C H R I S T I , f . A . * national banking assccisnon with •. • ;<cit in Corpus Christ', Texas (her«inafter caned 
N M "Bank"), wilh i merest at the rates therein provided lo th principal and interest oemg p t y a f f s V i f W W fl8 p r o v i H a t x ! L t s f cCa tA f l 
1 n T V X ? ^ a w containing a provision ror tlw p-r-ment of an aor-tiont" amouni at attorneys' feat, and all other note* given in substitution therefor or m 
renew*' and extension tnertol. in whole or <n part; auch nota and all other nota* gltwnin suostitut.i i . r-rwwal «nd extgnslor. I hereof. in whole or in part, 
t w i g hereinafter called ihe "Now." and .he Bank and alt subsequent hwjerr of tr.o Not* or any pan tlujmot or anv.. teres! there-n being hereinafter 
ca l led ; no "NofehoiJer"; (b) t l l tndtutediwat mccrred n ' an s. ng pursuant :o me c cvtsionn of t h u Mortgage; and (c) all r ther loen* end future advancee 
mad* by tne Not shower ra Grantor and atl ctner debi t , obligation* and liabilities of ovary kind and character now or hwtafter owing by Grantor to tlw 
Noteholder, wtratlwi direct or indirect, primary or secondary, fixed or contingent, and whether originally payable to the Notefwir''* or to a third party anu 

\ j nuy acquired by lhe Noteho'ner. 
1 02 - The inoobter'ness referred lo in subheadings (ak (b) and (c> ot Section 1.01 and aH reneweis art J extensions thereof and e'i rubttilutforw 

therefor aw* hereinafter sometinas referred lo a * t h * "SacureO indebtedness." 

ARTICLE I I 

REPRESENTATIONS. WARRANTIES AMI) COVENANTS 

2 0 i - Grantor represents, warrants and covenants that Grantor i t the lawful owner ot tne Mortgaged Properties and haa good right and at thortty 
lo grant, bargain, tall, trsnsfsr. assign and mortgag* t h * tame; thai all off. gat and/or minora i leaaea and oil and gat leasehold estates detcnbeJ In Ex
hibit A attached hereto sre vihd xnd subsialmg and are in full force end effect and that Grantor's net revenue interest Is at least the interest shown in 
Exhibit A attached hereto; that all rents and royalties due and psyable thereunder and all severance and production taxee payable Win respect to dw 
production therefrom nave been duty paid; that the Mortgaged Properties sre free and clear from ail liens and encurnu-ences except the Men evrdc" .ad 
by thla Mortgage and except at shown In Exhibit A; lhat all producing walla located on the Mortgaged Properties or properties unitized therewith hava 
baan dri l led, operated tnd produwd In conformity with all applicable laws and rules, regulations and orders of atl rec undor; ruthori ties having luttsdic-
I'on «uid ara subject to no penalties on account of past production (except at noted in Exhibit A), nona of tueh wel >s are deviated fiom the vertical more 
Irian ti.e maximum permitted by applicable laws, rules and regulations, snd such wells are In lact bottomed uric-^r and are producing from, and the well 
bor*s a r * wholly wtthin, the Mortgsged Properties or properties unitized therewith; tnd that Grantor wtll warrant and forever defend the lltW to the Mort
gaged Properties against lht claims of all per ton . whomsoever claiming or to claim th* same or any pert thereof. 

2JC2 - So long r i the secured tndebtednets or any p*rt thereof rematwa unpaid. Grantor covenants and agrees t.itn the "tot* older wt fowowr (a) 
that Grantor wfll make prompt payment, aa Ihe tame become due, of th t Note end of all installments of prti Orel -wd Interest thtreon and of all other 
eecured indebted ess, and of all otfer amounta which hereunder or under the provisions of .he Nots Grantor ar»»*e to par. (b) that Grantor, if a corpora
t ion, wtl l continuously maintain Grantor's corporate existence and Grantor's right to do business in the Start ol Texaa end in each other st at. where any 
part o f t h * Mortgaged Properties is situated, and that Grantor will promptly *ay all income, franchise erd of ar taxes owtry- by OVanto* i > d any stamp 
taxaa which may be r ^ r s d to be paid with ratpect to t h * Note, this Mortgage or pny other irwtnjmont evfd*nc*ig or securing t r y or the t w * w i n -
oabsadn*t t ; tc) lhat Grantor wUl cause the Mortgaged Properties to oe op-rsttd In a good and worturwnUke r t imer tn accordance with alt applicabW 
lawa and rules, regulations and orders promulgated by all duly constituted authorities and In accon-toce arm tha provlalons nf tha oit, gat a-Jtor 
mineral leases or othar instruments described in Exhibit A, and will maintain all of the Mortganed Pr pe t i t * In good or-rat.r- condition, causing all 
necessary repairs, renewals, replacements, addition* and Improvements to be promptly made; (d) that G u nor will Cv^trve a amply with alt of llw 
le rmt and provisions, express or implied, of thu oi l , gaa anoVc mineral leases, agreementa and Other Instruments d-scfihac 11, Exhibit A and. except 
wtth the prior written consenl ol tlw Noteholder, tr i l l not amend o. terminate any w< such agreements, or surrender, Sband^n or rHeaee any of sub
leases in whole or In part so long as sny wel! situs ed ttwreon, t r locatwJ on any unit eontf in^ig all or any pert of tueh wat ts , i t capable ot produr'ng 
oi l . gaa. other hydrocarbona or other minerals In paying quantltWv. snd will not soil otherwise dispose of tht Mortgaged Properties, or any part 
thereot without tne consent of Noteholder; (t) that G'antorwi vau.* all debts snd uabilii' >a of any character.. - .dli.g without limitahon i l l debts snd 
Habitittas for labor, material and equ-pment incurred in tha operation and development of lh t Mortgageo Piopt tie* to be Promptly paid, w d will 
promptly discharge sll obligations to the holders of royslty interest and at other interests -n ;he propertier* cescrib** In Exhib,r A, (i| .ht i urantor will 
k**p such par. of the Mortgaged Properties which ,* of an ir.surabie nature and of a chararter utuallr htsureJ by pen ons operating sHuuu properties 
insured with companies of recognized responsibility satisfactory to tne Noteholder egcintt lost or damage by Nr* ami fmm other causes cusiomarur 
insured againr.t. and all policies evidencing sucn insurance thall contain clauses providing that l h t proceedt tnereof thall be payable to the 
Noteholder a t u t interest msy appear; and in tlw event ot any lots under any ol said policial, tlw Noteholder s. an fwve tne tight to co;:«ct the tame, 
and al l amounts so received shall ba applied toward costs, charges end exoerve*..., •< any. incurrad in - °w collection thereof, than lo lha paymen' of the 
Note and ati other secured irtdepermett. ond any balance rtmainm; sha'i b t -obte. ' to the Oder ot Grantor; provide*., howtvar. thst Granior. it thr 
Noteholder consents thereto m writing, may receive all or a $ "tion uf eat) proc setts t o collected tor '.he. Na i jrnoaa ot reimbursing Grantor tor export-
ditures made m repairing or restonng the damaged property, arU the NNr-hofder is hereby authorized but not obligated to enforce in its name or m the 
name of Grantor payment uf sny or ail ot ssid policies or to settle or compromise eny cisim in resnect tnereof, anu *-> collect and make receipts for the 
proc—dt thereof; ,g) mat it tnt vann ty o> priority of thia Mort 4 age or of any rignts. titles, lien* or in ten ts created or tnltttnctd rwreby with respect to 
the Mortgaged Properties or sny pert thereof shall be ̂ ndongered or questioned or shall bo attacfceC directly or Indi c v c if any legal proceedings K t 
Instituted against Grantor witn respect thereto. Granior will give wrinen notice thereof to the Noteholder and at Grantor's own coat and f • pense win 
diligently endeavor to curt any detect that may be developed or claimed, and will lake ell necessary and proper steps tor tlw detente a ' such legal pro
ceedings, including bul not limited to the employment ot counsel, lhe prosecution or defense ot litigation, and the i t lease or discharge of all adverse 
claims, and ihe Trustee tnd tht Nmehotdt.-. or either of them (whether or not named ac parties to legal proceedings wtth .aspect thereto) are hereby 
authorized and empowered to lake tueh additional ttapa aa M their |udgmeni and discretion may be necessary or proper tar the defense ot any tueh 
legal proceedings, including but not limittd to t h * employment of independent cuns* t , the prosecution or defense -4 litigation, tnd in * eompromirsor 
dtscharc* ot any adverse cuuns r tad* with respect to the SAortgaged Properti s, end all expenses so incurrad of every kind and character shal l ' t a 



••»m«nu OOtv lt.or wing By Gran anr * t * l> r *t mttrt. Irom lht 'at* •*" ai M « M MMM pmo rtt jk n. law as ra pro.ioee n rJkfl flota NK in 
tertsi OT past out pmcipai and shan bt secmd by I 't li 1 tvifnceo ly Ifi.s Mo-»'io and tha panyWumn w t u c n u N n u r shm ha suf-oaated to' 
ail lights Ol tnt ptrton receiving sucn paymen'.. (hr that Grantor <.tl < ot. i.i tiioul •nt prior wnttan consort or lht NottrwiOtx suitor or ptstar a"> ' to 
est n t r e a 11 r» r i_-timed or crtttod on any ol th. M on g aged Pr ooen ier and snould t Han become att acnao hr sartor rn any r*~«wr to any pan ral iht M -WS. 
gtgeo Properties without tnt pnor wntten consent ol tha Noteholder, Grantor wet caaaa such Hun to oa promptly awe newt; m that Grsmtsji wet* c t j te 
payrr.er,t to be made promptly t t mt tame oecome owe ol ail ad valorem taxes assessed against the Mortgaged Properties, end ©f si ,'oec pr/oeuctsan, 
se—ranee artd occupation taxaa on tne production nl oil. gat. other hydrocarbons or other m neraia thai accrue lo rhe -Ac.igeoed Propert w * 'jl \. Jt 
Grantor will lusep accurtlt book! and rtcordt in accordance with sound accounting principles tn which hai. true and cermet ontnos shan te promptly 
mede at lo all opereuons on tht Mortgaged Proeoeftiue. and alt tueh boohs ard rerjordt thall al all twrits during rttsonstis butiwtet ssswaj be auOract to 
inspection by Noitnoidtr and rts duly ar credited tprtsenttinres. and il end as often at rtautstod by tnt Notehr>*otr. Grantor siwi matt i toons of 
operatione MI tueh 'urr as if* Notvooioer pretences, tatting oul lull data ts to production and revenues trom me Mortgaged Proptn.es.j tnat Grant
or will, un request ol tht Nottnotuer. promptly corraci any dtfect. error or c. m ssions trhaeh may be disco-ertd m tnt ecu tm s ot thit Mon gage or m me 
tawutKjo or tetuwwteogmtrii thorao' and will txtcutt and detrver any and au additionai instruments aa msy bt requested by the Noteholder to ccrrtct 
tern oe'e.-'. i. ror or orm ssi n. nr io iderr an. addtln. al propertiea which f-t or become subrtct to (hit Mortgaga. It) that Grantor wtM pey eil ta
r t sei teet. needing tees. ISMS, abttract teet. attorney, taaa. and a" other coata and patentee ot every character incurred by Grantor or the 
Noaervoedor to conntctron with thr closing ot ttua loan, and wW rairnourst tht Noitttosdtr tor ail tapaneet incurred by a. and wit indenti l| and notd 
harm.ess ine Trustee ini ihe Noteholder Irom and aga-nst an cla.ms. cemanos hiO.ln.es ana causes ol action tt**rWrt tekWWI either ol "Wio on ae 
count ot any oct pmtormod or ominoo to bo porrorrn^ 

gagtct rop-n.es or with this Mortgage or any ot the secured indebtedness, save and escep- tor thaw wiiitui mtsconouct 

' 03 - As to any part o' the Mongaged Prooeri.es which is not s leaseholdc working intewott. Granior sprats to leiu. ît such action and to exer-
. . sa a' •grc* and itmedws a . we a.enable to Grantor to cause the owner or earner* of the wortung maw—I Mt s—h t apart rts to eornpiy win nw 
coven*, .tt ano .agreements conts-nert herein 

2.04 - Grantor agrees inn rf Oram 1 toil to porform any act. or to take eny action -which iwreunder Grantor it required to oft orm or lake, or to 
n*j, t money whichhercurrirOrantoMS'eou-redto pa- rheNoie^iloer.tnGrantor-sni ne r.isownnamrmay jut sna. >olbeoDiigatedtopertorm 
er cause to o* pr-tormed i . in act or ta-o such action or pey so-h r. .oney. end eny tiporttsc t r incurrad by IM NownotOt tnd. iy money so paid bv 
tne hk. ei.. der «.haii be a cem»no obi.g nor. r ./mg o G'anlor end shall I jar interest f'om the date it maeir auehp* meni unit oi d al tne same raw 
as is uiovided i.i tne Note lor interesi on psst due i n n c ; i. anc tnan be span ot the secured indebtedness and sn4 .4 secu sd ty • * * Mer ga -and 
by any otner instrument secuimg lh„ rtcured i n d e b t e d . « - -ne Noteholder, upon -nakmu such payent. snail • • so .ry .ed to all of tr i \ .11 A 
.ha persor corporttion 01 Doty pontic 1 teaming sue Daymen. 

A i f P C L f I** 
ASSIGNMENT OF T T Q W T . O H . 

it J L . 0 U N T * CONTRACT RIGHTS AND 1-AOCEEDC 

1 01 • F c the corn t 0' a"0itic- ally ^ u n - i 'he -yr .nl ol all W l e* indeBtedne' 1 ar >o fte "lr"» ..• «ia •wrgt of M • chmi*-0tf sa. 
trwj t s tumuiaiive o! i < ar^ aii rir,h -, ano remedies r r» -i p jvided lor. Gr-.nor hereby bargami. ..iv transfers.. i jn» t» , ow in . ae »er» 10 • 
K^tehoider all 011 gas ntr^.-ly^roc. oons a> J other mineral productt'*nmor ahe sted to the Mc-t ,oe J P se.ne i wf- .n *ccrur Ier in- El»e-nre 
Dal* I f ĥ  *«n d inr n u G antor-% intra. , in ;tid piooertir anc all prr-eed- tnereof a d a" accounts an., conr a .1 rg'ta of Gn-trr un** » —h 
su 1 orocew. may anw. J l such ac. jun a, contrauta nr..us 4»td proceedt oeing here"- ~tte. reiemro tt a nw 'nrocet. ot run*." anc Jrat >c u ds 
ano. i . . . r ts any anu HI pr'chasers o'-he-1. ga.. other hyd'cc»noons airfl 1... . mine Is prod' cui rr>m or allocated : ie Mortgagee "i oe.nesto 
pay to »̂ e oier oioer an oi § ; i WSVUL u is 'cru j ' O L antor'c 'a* rat* mm such |r*ea ta such taaahaat wv wantur ."wd *>k/KMnce 
thai an aaaa -sd tnoebt.wruss hss baan p—a and t xat the nent evidenced twreb* i w * be* r*w rd w j G antoi avt-otu;et t*a ikjtchoid to recent 
end co*K.c1. 1 f"-nt n« money otm td t m t*w rnaceeJs ot r̂ rm ^ gnau tvartwnder. an. -.o purchaaar of th* productkon attnoMtd w int Mongage<r 
Prcwertws shaii ' .»e tny m.porrtrbility tor w ^opiiestiut of any tunds paid to the Not toMtr Tht oi.ret where tht rtcoroa of Gr attar wrth raspoct to 
tlw arecounts ano contract nut* concerninw t. a Murtgeged Propernes ere kept ft locared at the tddrtst shown betow the signature of Grantor to Has 
Mon gage and Granior agrees thtt t. • •*. SJ at whtch auch records are kept wtu not be changed without nw prior written consent of Nosthotder. 

age - Intatamaatri of the foregoing provisions and authorities hanan granted. Grantor egrets to execute end deliver any and afl tranafer orders, 
di vi sio 1 • . 'dart tnd other instruments lhal may be requested by the Noteholder, or that may be require 1 by tny purchaaar of the production from any ot 
the Mon* 1 ;ed Properties for the purpoee of effectuating payment of the proceeds ol runt to tha Noteholder it under any existing seats agree ments. 
other tr^n division orders or transfer orders, any proceeds ol runs are requ 'Od to bo paid by the purchaser to Grantcr so that under such existing agree
ment payment cannot ba madt of tueh proceeds ot runt lo tht Noteholder. Grantor* ints set in aH procttdt ot runt under tueh tawt agreement* and 
tmalt other proceeds Ot runs which tor any reason may be paid to Granior sh when received by Granior :on»t • 'rust lunds •» Grantor's hanes and 
shall be immediately pa.o o rr to the Nolthoiotr 

- So jr*) as ro "tftuft nat occurred hereunder, aH proceeds of nm* mcotvod by th* Nofhcldtr dunng the ttrtt new (tl day* ot tny given 
calendar month ar.rj after the ninth <l*y o« nw preceding ctitndar month shall be held uy the Noteholder in eecrow u 'if Ihe tenth day of such given 
cate n - .r month ,c .» the option of th* feotehofder. until any earner date) at wtwcti time tueh proceed, of rune shall be a plied by t f« Noteholder at 
toiiowr*: Firat, auch procttdt of runt than be appiwd lo the peyment of atl unpaid installments of inter**! ot) nw Note mtturwg at .or a* er on tueh ap-
i n c i o n t t a t . •yoond. io tr-payment ot en matured rjri.-K pal owing on the Nou. Third, IG paywwnl of til matured interna! end pnncwti on ail otfvjr 
aecured trtda. •idntts. Fourth, tw Ihe prepayment (without penalty) of principal of the Note and of any ether eacued indebtedness, tnd Fifth, nw ra
nt **far ef Ihe p-oceeas ol runs shall be paid o.er to Grantor or ,0 Grantor s oroe' Alter an e»eni ol default hat occurred, eil proceedt Of runt in tht 
he.a** ot the Note*. Jer sh*M *W sppliad by It toward tht p*yrrwnt of til t to«td inoerf̂ edrvata, pnncwal. mtereti tnd tttorrw) t lesa, at aueh Imwa and 
tw such m^asv. as nw Notetv. oa' daemo advisacxe 

3 04 - ShouW an. aajrton naar w hanwiftw pur 
ties fan to make payrr-eni promptly to tn* Noteholder of tht hereby assigned proce - s of runs, the Noteholder shal'have me right to make, or to require 
f**a*war to make, a change of connetiant and nw nvjht to eaatgraw or approve nw purchaser wrth urhost lae i in its a raw connection than bt madt. 
ari •nott liability or responsibility in connection therewith, ao long t t onh- wry care ts uaed tn making such designation, and Grantor agreai lo pey to nw 
ftwir *- ider c t dtr vw In wr ung therefor tram the Noteholder, n ) amount of any proceedt of runs not promptly paid to the Noteholder by any perton 
faaasftQ niwawntaWity lor payv.rant I hansel 

3 05 • Tht Noteholde tag it* aw>oeeaori araj aaaifsna aw h ^ i of the proceeda ot 
rune and from aH t * w responsibility m connection therewith, escept nw responsibility to a. - ount to Grantor tor funds actual ty ito*iv*d. Crantor 
•g-«t» to inft.-nnify ar-i hold harmless ine f -teholder agalns" an- and all liabilities, acti-ns. claims. |uowrr-enls, cost', ^narges -nd t , .r«eys' f tes by 
reuson of the aattrtwn tnat H .eceived «iih«r before or aft* peyrrvarrt in full of tht ttcured irvJebtedntta fundt from tht production of '. gas. other 
h>t>twtibuiit ottwr rrwrwrses r̂ iairnad uy HUrd -vartont and tht Noteholder shall hava t̂ e right to defend against eny such claims or scu^w. emptoy-
Utg ettr-neyj -., ns . wn selection and If net tumished tnm indemnity sr isiactory to It the NotefxMWr ah*H have the right to corrnoromws and adtwst 
any auch claims, action, and *uogm*nt». ard in a Jditiont the rights to be ir wnp e d s * iwrttn pnovioad eH amountt pa*d I / tht Noranrr Wr in con> 
promise. saiistacti-n or disd^rg* ot wm. auch claim, action or (udomtnt and all court -J stt. attorney*' feat ar ' oftw txpeneii o* aver. - carter in-
eairred by Noteholder p"»*uartt *i thep»ovt"ton* o' NwV aac.lon a*a4l beeoomandoba^atton rwatrt̂  ̂ Grantor >ndshaft b**r Irrterestfromd. aof ea> 
ptndnure untn cjid at , - s s ^ .ate .«is provi'- -o in ttv* N-te lor irtf*.-**! on past duo pnrcoei and shall ha part ot tht stcurtO irvoatotto-^ss tnd Shail 
aw t c u r e d by thi. MV asagt and b, any other instrumeni ..rcunrig li.. secure3 In. abtodnais. 

- Noav-g htrtrn con <ned shall detract from or limn tha aOeoMe ̂  jHr-Hion ot uVentoi to meae xvompi paynwra al nt prw r w i dintsrtt! 
owing u i nw Note end o. sll other t*curtrt mtocttdnata when and as the sum* 3ecorr 1 t regtrowta c. tdwnwr tr proceada ot runs herein pa-
aagned are sufficient to pey the sarnr era tne no/ 1 undtr this tttigr v̂tnt shall ba cuntuiattve of f other tocurtty of eny tne tetry rjhamcstr now or 
t*-mttfttr nx .at mg .0 s • .ure ptr -an .the Note and aM other PteuPtrt inratuttrinte. 

/ T T I C t i r V 

WAIVER AND PAPTIAL R E L E A S E 

« Ot - Tne Notefoid-r may at any fmeano frr»-- timeictin>» ir arrtmg iw waiee compliance by Orsr^er tajg anv eettnawl h*e*»n m*at by Qrtntor 
to dw txieni and m nw manner specified in such arming; t consent W •Jrantor do*ig ary act whtch i/arvnorr Orw.-** rs piohit a t l ham OOrng. or to 
Qrantor tailing 10 do any acl «m»ch hrtrtunrw* OWantor it rtoutrtd mdoinnweirtant ard m the manner aetcihet n tueh wrrttnra. or tcf rewrote any part of 
the Mortgaged Propernes. or any miareat ttwrem. or any proceeds of rona from the hen of tins Mortgage wtthout nw lemder ot nw Trustee No tueh tct 
shall ir any way itipa.r the rights ot the N otehoider Iwreundti tactpt to the exta.n SOrwftCSlty agr**d to r the Note! mer m tueh writing 

«02 The nen and other stcunty nrjhtt uf th* Nrofshoedt ur*urW*r thail nol pa lrr<paH*d by tm. msuiaanrw Irncluding but nol IraaWd to (at tny 
• jn*v-ai. extentior. or mow heat ton wiuer nw Noteholder may grant with reepect to an. secured indr.awentss. or ,01 »ny surrender, compromise, 
release, rerww*'. extension, ei change or subst.iut i n which « 4 Notehoidar may grant n 'ssptct of my Mem of nw Mortgaged Propertwt or any pen 
1 he r t . or any traanrt therein, or any of the proceed* ef rum, or (c) any retoaae or wawgawca gran t d to any endorter. gu*. jntar er surt t y of any 
ae:ured irorabfaxawes. 



•» AflTICLEV 
rX,~4CS*WN UNTIL OCPAULT. DCF1A»' *C1 

901 •Un**** '**mmntmim»*9 Ml a***ej mmt mmm and bocc*yom mm, turn* • mm i n »« c w t Mortgaged P̂ O-
artWt .except i i m * ' rtr • * » " * • a » a ' wi 3 01 rWraof) and siisit men t o t , op*** . C , \ TL t m t u r n and avary p a n t twr*o* . 
auortct . n o r u m , i o % I I or i n * tarma * . - •<. a M a T j p p 

5 02 • i l aN or tna a t d u H t O m t n t i b a pate) a t tne aame b a com* a o u t and p a i t a t e and t l ">e covenants, warranties. unden*> -tot and 
agreement» m a d e a t tn ta Mor-nage am kept and p*>. h x m t d . m e n and m met evem only at) " m t t under n u t " • i g»c,e eha* i t r m t n t t t and tna propert w t 
nemoy c o n v e y e d t n a j ) t>tcomt emoHy ewer o l f a l iana, c o n t e y t n e t s end ae t i gnmt j t t d e n c e d baaj , . and t u c n k e n t sh*H be released by t n e 
Noteholder a t d u e i r - m a l Grantors co t t 

A R T I C L E VI 

R E M E D I E S I N E V E N T O F D E F A U L T 

5 Oi The te rm d t t a u t T aa ueed in tm» Mor tgaoo t h a n mean tna occurence ot any o : the fo l low ing events (a) i t * failure o l Grantor io ma»e due 
end p u n c t u a l p a y m e n t o l tha Note or o l any otner sacurad inoebl tOrwet or o l any inata i iment o l pnnc ipa l or interest, or eny pert t n t r e o l . aa ova t t * n t 
m m ) o e c o m e d u e a n d payaate. whether at matu r i t y o r t m e n tec t W i t i e d p u n u t m to t n y power so e c c o t o r t l t conta ined in tne Note or a l t t a . tire: tot me 
lai iure o l G ran io r t o pay over to the i to iehntoor w i t h i n l ive i5) day* ener receipt o l wr i t ten w m * n o t i y prcc sees o l saie o* t h t oa . gaa. other 
r tydrocart tona a n d outer mmtrars produced, saved and so 'd Iron- or m m m m t o the Mortgaged Propers. <e whtch t r e paid t o Grantor rather man tne 
Noteholder t t p rov ided m Section 3 02 hereof eacept p roceed t of runs paid over to Granior by m e Notenotc • unoer clause F i l m o l Sect ion 103. ici n e 
farture o l G r a n t o r t ime ly and properiy l o oOtary a. Keep or per lo rm eny covenant, agreemeni. warranty , or cor*", ion herein reouaao to oe obaameri. kept 
or pei tot m a d . i l a u c h I t i iu ra continues ior thir ty (30) d a y t alter wr i t ten notice and demand by the Noteholder o* tne performance o l t u c n covenant 
agreement, w a r r a n t y or condit ion; id) Grantor t h a n be or become insolvent or uneote to pay d t O t t aa ihey m a l u m or maket an aasignment lor the benefit 
o l c red i to rs , (a) a rwc* i -e> s anpotnieo lor al l or subs tan t ia l l y al l o l the properties of Grantor or lor t n y of tne Mongaged Prope " es. and, i l not requested 
by or a c q u i e s c e d in by 0 antor. is n o i k . a t o d or superseded with in thirty (301 days; or (f) any surety o l t h t t n d e M e d r e t t hwe tn inst i tu tes any pro
ceed ings lo r rat tef p u r . j a m to Title I I . USC. tne Bankruptcy Code of 1978. or Grantor or any surety t ranaleta any property m d * u d o t t h t r ignts o l h i t or 
her respec t i ve c red i to rs , or requests, either by way o l pe t i t i on or answer, that Groi.tor or auch surety be a l i o vad or pr anted s v compos i t ion , arrange
ment e x t e n s i o n , aorgay 'ation or other renet under any non-eenkruptcy law or under t n y other law lor the ret let o l debtors n „ w or hereetter exist inq. 

6 02 • U p o n ihe occurrence o l t d t f t u i t .he Noteho lder shal l have the opt ion by giv ing no l i ce in wnt ing to c a n t o r o. declar ing al l secured in-
d t b t e d r t m i ta ent i rety to be i m m r - s i t i y due - i d payable and t h t liens evidenced hereby snai l be subject to foreclosure in ny manner provided tor 
herein c p r o v i d e d lo r by law a t the h . . t n o i d e r t.iey elect However, in the ' * s e of Sect ion 6 OKd). 6 01(e) or 6 01(f). above, d« V - i t shel l const i tute an 
au tomat i c a c c e l e r a t e - and ths entire i n d t b t i -ss secured hereby shall t ocome immediate ly due t i ' oeyehW. 

C % • U p o n t h t occurrence u ' t default t h t Trustee or Ihe Noteholder i t author i red r, tor or l u b e a u u t n i l o t h t ins t i tu t ion o l a n y ' eciosure pro-
ceedmqa t o e n t e r upon me Mc inagec > rapert**s. o any per l t ' a rso f . and to exercise wi thout erference from Grantor r r . t n d al l nghts which Grsntor 
haa w i t n r t e p e c t t o t h t merujoeme o o t sess ion a r d operat on ot t h t Mortgaged Pi opart rea A H cos l s , t i p t n s t i snd naro.ni ies o l every character incur
red by t h * T rua tee or tne Notenotc m managing. operat n-g and rnarmtrnrng t u c n pnseert tet tnaH o . hate > ce. a n d ob l igat ion ow ing by Grantor 
ano shan d r a w in te .est i r o n r i o f exp>nortur t un t i l pa id u l l h t s a m t rata aa is prevxsen- it, the N o t e ' • in ters* , c - p* ; t due pnncipa l . al l o l wn.cn s n j " 
c o n t n t u t t e p o r t i o n o l m t seared i nOe r -eCo* * * 

6 3 4 . U p o n rn* o x u n a n c e of t d e t . * * t t h * Trustee. re t succesaur or subs t i tu te i t - J . - •<• tad and trrxso*. i d and H wiaH bo r a t special duty M 
the reques t of the No te toue r to s e n t - * MongageC Propert ies o« any pan thereof s i tuated m t State o t T t a a t t l Ht* ecu*" t o u t * Ode of any county m 
iha Sta te ot T t x a s n wNcn any ot tha Mor tgaged »hoper t i t t is s i tuMsd. at puOac vendue . t m r igh t * * ! f>dder cash t f t a r having green n o n e t o l 
such sa te m * c c o » d * n c * m m tn t t w t u t e s of m e Sta te o ' T e a t * men tn tore* gowjmeng s f e e o t r e t * » • • under powers conferred Oy oead of t r v K Any 
seat rT.aoe b y r N * True' i heieunds* r tuy • as an ent i rety or m such pt rcsts as i h * Noteholder n u j u ra t and any sale may ba m m m m t by arv 
n o u n c o w w n t a l m e n m t and p tac t appo i r ' i fo» t u c n sate without further notes* except t t m a y bo -squ-md by law. ~ h e / t e c h t a w t h t Trustee s fwt i 
m a t e t o *~d purchaser or purchasers t l such ear* g o o d and suff ic ient conveytnc*o m t h * n a m e o ' '"..antor. conveying t h t property so toed to t h t pur
chaser o r p u r c h a s e r s in W t satnow w.tn general warranty of tme. end Uwf i w e e n * ihe p r o c e a c t o l t t ' . sew or l e t o t and apply the same aa harem pro
v i d e d T h * p o w e r o t sale granted herein shal l no t be t i n a u a t e d by any sale held h e r t u n d t r by ine Trustee or hts t u b t v t u t t or cuccessor. and such oowar 
o t t a w m a y bw e x - -.ised Irom n m t to n m * end aa many t i m e t aa me Noteholder may dean, neceatery unnt ail of t h t Mortgaged Propernes heve been 
duly s o l d a n d a u secured ind tb tednr** h t e been tmly p* td . Any t n d t i t i t a W n w n t t o t tact or other r t c i ta ia made in t n y deed or deeds given by t tv 
Trus tee o r any s u c i . i t o r or sub t t i t u i t .opointed hereunder aa to nonpaymtn i o i the i n o a o t * d n * s s or as to ihe occurrence ot any event of deteuH or a . 
t o U w N o t e h o l d e r having declared al l of t a i d indebtedness to be due and payable, or aa l o Ihe request to t a i l , or aa l o notice o l t ime, p lace end t e r m * o l 
t a w a n d t h * p r o p t m e t to b t sold having been du l y given, or a t to Ihe r t tusa l . failure or inabi l i ty l o act o l the truatee or any t u b a n t v w or successor, or 
aa t o t h o a p d o m t r n a * " of any substitute ot successor trustee, or as to any other act or th ing having been duly done by noteholder or by such Truste* 
s u b s t i t u t e r r succe . tha l l ba taken es p r ime lac i t evidence of the truth ot lhe t t c t t ao ata ted and reci ied t n d shal l t e accepted wi thout quest ion. 
T h * T r u s t e e , r u t successor or substitute, may appo in t or delegate any o n t or m o m p o r t e n t as t o e n t l o perform any ac l or ac ta n t c e e a w y or incident to 
any s a w heed by t h t Trustee, including the p o t t i n g ot not ices and n w conduct ot saw. b u l in n w name and on behalt o l n w Trus t * * . hW successor or 
s u b s t i t u t e . 

6 05 • Th i s inst ment shan oe effect ive aa a mortgage as wen as a deed of trust end may be foreclosed as to any of the properties covered hereby 
i n any m a n n e r permitted by the u t o l Ihe 5 ta te of Texas or of any other stale in wh ich any pert of the Mortgaged Properties ia si tuated, and any 
• o r t c t o e u n t surt may b t jnsugnt by * ' Trustee or oy tne Nutrjnoeaer in addi t ion t o au o t h t r remediea herein provided lor. Grantor a grass that attar an 
•want o f de fau l t h a t occurred t lw T w or t h * Nownoteer than as s matter o l r ight o t . t i . twd l o the appoinlment o l - receiver or ireceieort l o an or 
any pa r t o f t l w M o n v ^ o e d ihoport wa, a t w d w r a u c h teceuerafap be locate*, w a propo w d s a w of auch proporty or ome m m * n d Grantor does haraby 
c o n t e n t t o t h e arppowiimoni o l such larwnwr or receivers end screes not to oppose t n y appi .ca i .on ttvareeor by the Trustee or t h * Noteholder, provided, 
hover- - d i e t HW apoo«' tmeni of any receiver, t rustee or other appornwt lay virtue of any court o rd t r . statute or regulat ion shal l n , t impair or in any 
m e m ^ re tudsc* n w n a n a of ww teotehoatse l o r e c t i i t peyttwnt ot p n x s a d s o> rune aa h * r * m provWtd. 

f M d - The per- -OS o l any t a w heed by tha Trua ta t or t n y receive, u puo i r ; o f f i car in f o r * c i o e u r o o f t h » l W n e i i i d t H C t d t w * t « * t h * H b * * p p ^ 
P i ra t . t o I t w paymei aH necessary coata end a i pan sas incident f . euch . xsure saw. inc lud ing but not l imi ted to au court c o t t t and o w r g e s of 
every *Ja**J***T m a » t v * m t o r t c a w t d by sui t , and a leaeone fcU ' * to tne Tru i e * ac t i ng under t h t provisions o l Saction % m it foreclosed by power of 
s a w e s p rov ided tn u W secuon not exceeding f ive percent fl*- •, n ^ e s t f m a w » u o o n the amoun t i t e m e d t l sucn saw. Second, w t h t payment m t u i l o f 
t h e s e c u r e d indebtedness in such order a t n w N o l e h o i o t i n a y i t c t end Thins, J W lemwisder. i t any t h t r t shal l be. shal l be peal to Grantor or to Grant 
or s l u c c s s e o r s or assigns. 

6.07 e Noteholder shan ha.n the ngh t l o b e c o r r , e pu'ehaser ai any s a a held by any Truslee or s u b t t i t u i t or t i - cces to r or by any race-rvtror 
puo i t c o f f i c e r , and any Noteholder pu rcha t ing a* any t u c n sale than t w w t h * ngh t t o cradi t upon the amount of the bW made therefor, to n w extern 
n i m s i a g t o sat isfy such bid. t h t secured i n d e b W d n r • owing to t u e h Noteholder, or i t e u c h No t t r t oM t r holds less than al l o l aueh indebtedness ths 
pro r a ta p a r t thereol owing lo v - . h Noteholder , eccov ng to all other Notrahoidert not ixoirUng m such bed in cash for t h t po . : km of t u e h bed or tuda ao-
por t ionacwa u t auch n c tncoing " tanroedt* or Nott-- jtcJa**. 

6 08 • All remedies herein e i p r e s * o rcwde- j .or are cumulative o l any and all o lher remedies exist ing at law or in e j u i t y . and the Trustee and Ihe 
N o t e h o l d e r snai l in addition to the tanwrjr . -. nr e. provided, o t entit led to avail thema e l vaa of an sucn other remediee a t may now or hereafter t x i s i at 
W w o r i o e q u i t y for the collection o l sa id i n c . e d n e a t and lhe entonwmont o l Ihe covanan t t herein end t h t fomefeeure at t h t i w n t evawnced ht reby. 
w t d t h * t — o r t t o any rtrrraoy pi u i Ided *or hereunder or peovWad lor by tew ehe* nos pravam tha oor icur t tn l or eulot*oju*m »xmr>oyentnl of any o t h t r ap-
p r o o n e t e remedy or ramtttea-

SJO*) • T>w NyWhcaJtr mey ' t eo r t t o any a*cur t ty grvan by thia fwortgago or l o eny other eercurtty now exiet i -vg or h t raaf tar grvan t o sacwre m e p a r 
rment o f t h e e*cure I inroaowdnt* i • wnoW or • par t , and m tach pert ton* and m auch o tder t a may t e e m beet to n w Noio iwWer tn He e e l * and unoon-
I r e rWd i h a t i t l i n n .vw any tueh ac t ion shai l n o t in anywret be cont*i)srsd ss * w t rvar of any of the r tghtr , xsaiHts, or Hen* t t i d t n c t d by m w tn t t ru -
i r w n t . n W uodavstcod and agreed tha i * H i g h t t o t Grantor or arty person cfarmeng under Or antor w t m a r s ^ ^ a h g of a a i a t t . or t o a saw w i nv t r s t order 
d f a l i e n at ton at cot reaction vntn any l o t a c w a u r t made under m w mt l iument . a r iwnwr ludtc ia i f o r t c i o t u r t t or power-of-saw for .-closures, r r t waned . 

S.10 - To th* tuH extent Orantoi mey do ea Grantor tgrttt mat Grantor well noi al any lime insist upon, pwef. cWMi or t ska tn* benefit or tdvant-
age of any law now or hereafter in tore* providing lo* any appraisement, valuation, stay, eti*n*«on or taaimpiion. tnd Grantor tor Grantor. Grantors 
hair*, dsitsiss. ttprtteniairvea. aucoassom and assigns, and for any and aU ptrtont ever claiming any inwreai m the Mortgeged Prooertws to the ex
tent permitted by Wr fmby wervet and wiaaeat all nghts ot redemption, valuation, apprtittment. stay ol execution, notice ot aktc.xon w malum or 
declare due tne ahov ot the secured indeOtedneat and marsi. 'mg m uw event of fereciotur* of th* Kent herebv crtated It eny law referred lo m thw 
aeoction and now m forco of which Grantor o* Iran tort successom miran ttM adv*nt*r<a oespne mi* section, shall hereefter be repotted or cate W be 
m tore*, auch Ww sntu not mtnwrwr ba datman lo pttcfudt nw aepHcatton of thw mmm* 

MISCELLANEOUS 

7 01 • Thia inttrumeni is t d t e d of t rust t n d mortgage ot both real a J personal property. a aecunty a g m t n w n t , a f inancing a t twwwnt and an 
t s s i g n m t m . and aiso covers oroceads and f ix tures A I I or pans of the Mortgaged Propert ies are or are lo become fu tu re * on tne real estate described m 
Exh ib i t A. and an or pan of tr.e o.i g a t . hydrocarbons and otner minerals and t l w accounts resul t ing from f h * sale n w r t o t wtH be financed t t the 
w e f n w r d or mrnehead or wens or mtnee l oca ted on n w mat estate described in Exhibit A. T a t Oi l t n d Gaa Properties Dead ot Trust. Mof igag t aad 
A a s i g n w i a n i w w be Med tor record, among o ther p lacet , m the real aetata recorda o l t h t cou t t t * * in which t u e h real eetete te a a u t i a d OVarvjor rs n w 
o w n e r o f record of the interests in the reel e t l a i e deecribed m ExtubM A 



7G2-- »Tr j - ro-ny.e j i - yc • oj in'- .*tnt to writing > lf>f*te>d i o ' *v< ftott^hotda* o rmoT tv t r -owv tyamoved st si.v new witt, j » ..•thout 
catm" r mM.^mtM •».i.tuifl',. . . . •»^^ l _» io : t * " loor . lnca- . .J i . . .» Je iti. n vgnot.c • or1 t r r j a f o t t r.usttt.asucc T.USI « ms. be 
appointed ov . «• Mot o4f *• oy inr'n^. Jets*™*, with sPi*e*bio raqutrtvewmu ot law • « * 9 f m t act- > ol any sue., rtouUemept «s."out 
a e r i c nam, urn aofjouitnvaoi jnd detignalron in writing r»a uteri by the Note***** . *u=h e ^ f ^ i r f f c w a-o cawigrujtlor atwii t » hai evVier t o t 
una ont aod eur*-. y [p mate i t * aamo son ot iaet» - m reoU sc s rdv - .t t t t maaav- of Jty aucit ap~ •^wea* ait>i designate ait f t ttt* 
- w i • . • • 'Ol i l ol tn Tfiretr n tlw Monutgod PioeeartK.. eiail ;st in t « namec successc Tnsth*- i m ) m ipOO *uCr»a< uj at l m right* 
power* privileges immunm, • ind dulie* here. oni«.,red upor n Truste Al. r t fcsnces ' nam to lh» . .ustee atemmJ io c'af t J >.* Tn-"e* 
including a»* t ceettor app tttwa tiasa ac M T ntr-unoer. 

7.C • All options tnd nghts • action het «ui p i . -.dad tor ;ne ben. \t o- \ '-tei-oid* a i cor...ruing, anv ie laiiure to •».• cita any su * on-
t ' oir ignt o ectic i ui un . p - i . dataul' o» jraach c .panrtrytMbt » " ' »teutt or * reach of n w r t cnnttrvsdet wivvog t r i r 'gh t tc (• 
cist. SUCI. cpiinn or election it v iMl^t OOtr M*» ^seei' to ot tlse rights aeal DO*' • ho ••HI • • SOttd anu na OSM •• /TJkSion .n t h t t . Stoi iuch 
f - - s and p o . rrs st t te neid tc antua. tna tema or oa conttruad i * a aaaaai tna reef, eoo tat ty -uch right t n t poorer amt t t stmwed et any tax" 

and Irom uma tc Mr 

7 r i . Tha Note and e thar aartn dJa4tao)Rat« stato i ty Ln ow-ng htrs>undar at ary itta, oy ut* ior than j a p. /aba: at tha c 'ice ot tha 
Noteholder MI Cco S iti Nueces Ccwity. Terss. c at such o"vtr place aa U i Hetmtomm may deaipnti. m wming 

V A n y t sion com.ined neren ori a Note or in tny oPVav tnotru. ttsttastaaasi^ 
notw:usaianrjavg. it not intended at tha Or ante i..ati PC raquired tc pay u d Kote : Jar ha permitted to .ouct mtcn ; pn tr*. »e-urec m-
t mat lnoat m aat n nl ihr isi imum ptrmttrt i y i r 'aw held to ba t . a>. bet to .hit Iran * sctk arwi it env es .a*- if insereei n proviced tor. or »..i 
hava been collected or shan I adjudicated to ba .. . ^oVed fee, recrurrtd, c jermrned. tht tremor r * not pay such . n t t r t a i r c t s s o " " e amount 
permitted by law ll is therefore agreed lhat the aggrco a f.i tll interest and olher ctiarget constltc.."g Inttr-sl under tpp 'os'-t law and'Ontr. t d 
tor chtrgaaoie or rec enable snail nev ir esceed tha maaimum amount ot interest, nor produce a rate on the secured indeoti.-i.es-.. escessofth' « 
imum contract /ata ct intervrt. thai Notenofdar may charge Gmntor under applicable law and in ra rd to whtch the Orarr— may not succavaiuify 
esse rt the claim or defense of usury, and if any eaceae intsrest i t p -c v ided for. it thall be dee ted a mistake end the aame thall be firet TT *ittd on the 
-.ipaid principal amount ot the aecured indebtedness the balance shed be refunded to tha Grantor, and the instrjmenis ev.dencmg tht Mcurad in
debtedness shall be automatically deemed ra lormed to a* lo p f r l t only ine coiioetici of tht maaimum legal contracl tete and amour.l of internal. II 
any proviaion of Ihe Note or ot any char auch instrument shall ever be construe 1 or held to permit tr - cone.non or to f - lu l r t tne payment ef any 
amount of interval ir excess of that permitted by th t l aa . of tht Slate of Texaa. a* auotrs* ad by federal lew. the provision' ot this section 70c shall 
control and . i.-n override any contrary or incont.stent provisR «of the Note or othtr inatrumam 

7.0c' - Any not lot, request demand or other Instrument which may be required or par .1*1 • ted to oe given or furnished to or served upon Grantor 
shan be addressed :0 Granior al tne address tne an beiow the signature of Grantor to thla twortgago, er lo auch dHterent address aithtn tho St . t * of 
Taxaa a* Grantor shall hevt designated by written notice actually recti ved by the Noteholder at least ten (10) day* in advance ot lha data upon which 
•uch change of addreaa shall br tHtct ivt under the provisions of t.Jt taction 700. 

7.0 ? • The terms, provlsionc. > J» . nan t s and conditions hereof ahell be Undtng upon Grantor and tha heirs, dense ss. representat ives. successors 
and assigns of Grantc * - shall Mura 10 the benefit of the Truttee and ths N renoider and their reapect ive tuecetaort and assigns and snail con-
stitute coveoams running a.:h the land. 

r O * • Tht Effective Oate'' Ol Ihia instrument i t 7 00 r m, O c t o b T 1 l * 8 7 

7 0 t • It is understood end aot Md thet by this inanumont Grantor, to addition to fixing and crtt t iog a Oead of Trust Hen upon end against me 
af tgaged f-rop*nies aruj procueds ot runs herein descnberJ. also hes cretted end granted to Notehofoer pursuant to tne Uniform Commarc al Coae 01 
Tee's a security • erest in the hereti m m m m t personal property, including, but not I l u ted to. the ptgeetdt ct amt. goods, equipment, fixtures, 
general tr.iengebtat and accounta hers in 0 K bed, regardless of the maonr r in amch rhe -..m- eta or ara not attached to the h. rem Dai c nai a raal 
property -nd that m t.tt event ot a 1. eciosure'.».d. whi ,hef made by lhe Tris 1 , t o-sucr • or *c. under f e terms of Ihis Oil and Gss Properties 
Deed of Trust. I xtgagt and Aatignntnt. p.- under judgment ot t c it, all 0 ** '̂ s\ rr _ p. rm>pert> mey. at the option ol the Noter^'der. bt 
sold as t whoit »nd tn- ' nan no i : » 1 ec. isary -o nave presept st thr Cac* of sate i' pr. . any pan the.to' 

7 .1 . This f 'bee.ecu mult, p'e coun vts fr rncording in* HtwJ-ve nouttHal m wtttch 1 jroperties are located, and 
a a ^ counterpart n ^xn,^ ^ r ^ m e y r» iee. o f j jabM A ^uy m , pre*, -u ja. icaiad' ' cm*my. AH et dm cot- trppartt tnaH be deemed to 
w an ortgi,uji and rrntr, tsken rogatner. t h -metHute but one aod i n t amt intern i * " 

7.11 • Addlpotaa provtviont; 



as of th* . 
tXKUTTOtTJL. iziTttuyot October 19. 87 

GRANTOR' 

ATTEST 
I '? 

RPORATION 

C'Nc. Walter,*-3r\ . Pretiderl 

.1212 Main Street, 240 Main Building 
Houston, Texae 77002 

ATTEST: 

BANK. 

TME STATE OF_ TEXAS 

BOUNTY oe tf/Mtff I 

of ̂ m^^r^trm^mm^ 

. Senior Vice toaXdf.nt 
Address: 

SOO North Shoreline 
Corpus C h r i s t i , Texas 78401 

nally appeareo . Jt C. WAITER, JR.i Pregident 

(Name) 

m»»e 

known to mo to bo the person whose name it> SL bserioed to the f c-regoi ng instrument, and acrx.o* isdged to mu Ihttt he eaecuted the same tor m t pur
poses and cormidemtion therein expressed 'n tho cspacity ttvwein stated end ss the act »"d deed ol said corporation. 

GIVEN UNDER MV HAND AND SEAL OF OFFICE on lhis tha day ol _ * t * * J * m fa^ , 11 eg* * -

Notary Publ ic , Sta- of Texts 

Typed or Printed rwne 

.Vy Comr ..ssion Expires-

\t2x £*t 
TME STATf OF TEXAS 

COUNTY OF 1UECE5 

p . "deration thereir axp'-.^eed, in the capacit, tr.-.em stated and as the 

QJVFN UNPEF. MY H*.N0 AND S t AL OF OFFICE pn >'its ita JLlJE 

_J0HN W- MORRIS. Senior Vice 
baiuting association, inown to 
the same tor ' ' • purposes and 

bEFOftE_ME, the undersigned ai ' iority. on 'his ory personally si^eare i JOm Wr MORRIS 
Pres ident ot ***** cca_»tis on isn. •. .A. • nsttonai i 
to ba thc person whose name is subscribe- to the foregoing instrumeni. and adm J<rled»ed to me ihat he executed 

• l i l « i . l l r i n ! ! ) « • . I i M k a i H H I n t h a H w D ' t t -a m o « • - • o,1 «n r t a . I h n a r f ~ X r * >l . r l u d n a l u m a l b a n k i n g aSSC 

—.strati 

i t Ta*ei 

My Comm.ssion Expires: 

RECEIVED 

DEC 9 1967 
Minerals Management Sendee 



EXHIBIT A 

AitacheJ to and made a part of 
Oil and Gaa Properties Deed of Truat, Mortgage 
anr* Assignment and Financing Statement dnted 

as of October 1, 1987, executed by 
Walter Oil & Gas Corporation, aa Grantor, 

to Paul N. Davia, aa Truatee for the benefit of 
MBank Corpus Christi, N.A. 

The Mortgaged Properties referred to in the foregoing Oil 
and Gaa Properties Deed of Trusi, Mortgage and Assignment and 
Financing Statement include all of Grantor'a right, t i t l e and 
intereat in and to the following deacribed Oil and Gaa Leaaea and 
the land covered thereby, to-wit: 

LEASE HO. 1; United States Oil and Gaa Leaae of 
Submerged Landa under the Outer Continental Shelf Lands 
Act, OCS-G 4137, dated October 1, 1979, from the United 
States of Aaerica, as Lessor, to Marathon Oil Company, 
Amerada Hess Corporation and The Louisiana Land and 
Exploration Company, as Lessees, covering that portion 
of Block 557 seaward of the Three Marine League Line, 
Matagorda I:,land Area, as shown on OCS Official Leaaing 
Map, Texas Map Mo. 4, INSOFAR AND ONLY INSOFAR aa aaid 
lease covers the Northeast Quarter (ME/4) of Block 557, 
Matagorda Island Area, as shown on OCS Official Leasing 
Map, Texas Map No. 4, containing 1,440 acrea, more or 
leas, below the atratigraphlc equivalent of 10,200 feet 
aa ahown at a measured depth of 11,727 feet on the Dual. 
Induction Focused Log Run #3, In Elf Aquitaine, Inc.'s 
Well No. A-4. Block 557, Matagorda laland Area. 

Grantor's intereat in the above-described Oil 
and Gas Leaae ia that intereat to be acquired 
by Grantoi pursuant to Lhe terms of the 
following Farmout Agreement, to-wit: 

Farmout Agreement dated January 12, 
1987 by and between rlarathon Oil 
Company, Amerada Heaa Corporation 
and The Louisiana Land and 
Exploration Company, as Farmors, 
and Walter Oil & Gaa Corporation, 
and TXP Operating Company, aa 
Farmeea. 

Grantor represents and warranta that i t haa 
earned the right to an Aaaignment pursuant 
to the terma of the above-described F. rmout 
Agreement, and Grantor further agreea that 
the Mortgaged Propertiea referenced in the 
foregoing Oil and Gas Propertiea Deed of 
Trust, Mortgage and Assignraent and Financing 
Statement includes the intereat to be aaaigned 
to Grantcr pursuant to the terma of the 
Farmout Agreement. 



Tha Mortgaged Propertiea are aubject to 
the terms of the Farmout Agreenent. There 
is expressly excluded froo the Mortgaged 
rYoperties the interes ta in the Farmout 
Agreement and the Assignment to be executed 
pursuant thereto which Grantor is required 
to assign to third parties pursuant to the 
following agreements, to-wit: 

(1) Joint Venture Agreement styled 
The Walter Oil & Gaa Corporation 
1986 Exploration Program Agreement 
dated effective as ?f January 1, 
1986. between Walter Oil & Gaa 
Corporation, as Prev, ram Manager, 
and Rowan Petroleum, Inc., I. P. 
Petroleum Company, Inc. and Lignum 
Oil Company, as Participants; 

(2) Walter Oil & Gaa Offahore 
Development Joint Venture dated 
effective as of June 15, 1984, 
between Walter Oil & Gas 
Corporation, et al, and Walter/NM 
Limited Partnership; and 

(3) Participation Agreement dated 
September 18, 1986, between Walter 
Oil & Gas Corporation and TXP 
Operating Company. 

LEASE NO. 2: United Statea Oil and Gas Leaae of 
Submerged Landa under the Outer Continental Shelf Lands 
Act, OCS-G 4137, dated October 1, 1979, frora the United 
States of America, as Lessor, to Marathon Oil Company, 
Amrrada Hess Corporation and The Louisiana Land and 
Exploration Company, as Lessees, covering that portion 
of Block 557 seaward of the Three Marine League Line, 
Matagorda I aland Area, as ahown on OCS Official Leaaing 
Map, Texas Map No. 4, INSOFAR AND ONLY INSOFAR aa aaid 
lease covers the Federal portion of the Northwest 
Quarter (NW/4> of Block 557, Matagorda laland Area, at 
3hown on OCS Official Leaaing Map, Texas Map No. 4, 
containing 1,300 acres, mora or leaa. 

Grantor's intereat in tha above-deocribed Oil 
and Gaa Leaae ia that intereat to be acquired 
by Grantor purauant to the terma of the 
following Farmout Agreement, to-wit: 

Farmoui Agreement dated February 1, 
1986, by and between Marathon Oil 
Company, Amerada Heaa Corporation 
and The Louiaiana Land and 
Exploration Company, aa Farmors, 
and Walter Oil & Gaa Corporation, 
aa Farmee, as amended. 

Page 2 of Exhibit A 



Grantor represents and warrants that i t haa 
earned the right to an Aaaignment pursuant 
to he terma of the above-described Farmout 
Agreeaent, and Grantor further agreea that 
the Mortgaged Propertiea referenced in the 
fcregcing Oil and Gaa Properties Deed of 
Trust, Mortgage and Aasignment and Financing 
Statement includes the interest to be aaaigned 
to Grantor purauant to the terma of the 
Fsrmout Agreement. 

The Mortgaged Propertiea ere aubject to 
the terma of the Farmout Agreement. There 
is expressly excluded from the Mortgeged 
Properties the interests in the Farmout 
Agreement and the Aasignment to be executed 
pursuant thereto which Grantor is requirod 
to aasign co third partiea purauant to the 
foiiowing agreements, to-wit: 

(1) Joint Venture Agreement styled 
The Walter Oil & Gas Corporation 
1986 Exploration Program Agreement 
dated effective as of January 1, 
1986, between Walter Oil & Gas 
Corporation, as Program Manager, 
and Rowan Petroleum, Inc., I . P. 
Petroleum Company, Inc. and Lignum 
Oil Coapany, aa Participants; 

(2) Walter Oil & Gaa Offshore 
Development Joint Venture dated 
effective aa of June 15, 1984, 
between Walter Oil & Gaa 
Corporation, et a l , and Walter/HM 
Limited Partnerahip; and 

(3) Participation Agreement dated 
September 18, 1986, between Walter 
Oil & Gaa Corporation and TXP 
Operating Company. 

R E C E I V E D 

DEC 9 1987 

Minerals Management Sorvict 

Page 3 of Exhibit A 



B R A C E W E L L fie P A T T E R S O N 

I * C O S O U T H TO'. CM H M f l O I L » L » C I 

HOUSTON.TCXAS 77002-2781 
719 > t j H O O 

C A B I C I M C I M T H O U 

T K L C » y a i « i 

By Fedoral Express 

Minerals Man* 13swamt services 
1201 Blmwood Park Boulevard 
Suite 102 
Naw Orleana, Louiaiana 70123 

Bat Recordation of Deeds of Trust 

Dear Sirs* 

Pleaae find encloaed one (1) original and aix (6) copiea of 
a certain Deed of Truat. Security Agreement, Assignment of 
Security Intereata and Liens. Assignment of Production and 
Financing Statement dated December 12, 1986, executed by 
Halter Oil and Gss Corporation to Gray B. Muss/. Trustee for 
the benefit of ciciBank, N.A. The sscurity intsrssts 
include seven federal lesss properties; these properties are 
included in Exhibit "A" to ths Deed of Trust snd srs ss 
followsI 

R E C E I V E ! 

DEC 15 1968 
I J h M r a i * M s m — m m i " - — 

trosBawjej • BiwB\mWMmm 

(V) O C S - G - 4 1 3 8 ; 

(wi) OCS-G—4137; and 

(Ti i ) OCS-G-6055. 

% f/Jf 
S O O O K • T S t t v r N.W. 

W 1 T O N , O - C t O O O S - i a O B 

a o a mam a a o o 

T t u x a a » » » s 

a a o s t o a v K M O * a o u A n a 
L O N D O N w i x OOY 

01 • » • ' * a o a 
T C L C X » J 4 l t 

1 0 0 c o N o n r . s s A V C N U I 
A U S T I N . T C X A S V i » 0 l - 4 0 4 » 

• i a « ? a T S O O 

Deoember 14, 1986 

(i) OCS-G-4721; 

( i i ) OCS-G-9047; 

( i i i ) OCS-G-8132; 

(lV) OCS-G-4259; 

Pleaae f i lm a copy of the Deed of Trust i n each of ths 
above-referenced l s s s s f i l e s . 



LAC EWELL PA ITE HK OR 

Kineral Management Services 
Lecember 14, 1988 
Page 2 

Encloeed ie e check in the amount of $175.00 to ~.er 
recorde tion foss . 

Your prospt a t t en t i on i n t h i s matter l e g rea t ly appreclata*I 

Very t r u l y yours, 

DP.X'lgd 
2nc. - tures 
2DP.CW/T 



DEED OF TRUST, SECURIVf AGREEMENT, ASSIGNMENT 
OF SECURITY INTERESTS AND * T 7 M , 
ASSIGNMENT OF PFiODUCTIOî  

FINANCING STATEMENT 

THIS INSTRUMENT CONTAINS AFTER-ACQU I RED PROPERTY AND FUTURE 
ADVANCE PROVISIONS. 

THIS INSTRUMENT COVERS THE INTTREST OF DEBTOR IN MINERALS OR 
THE LIKE (INCLUDING OIL AND G/S) BEFORE EXTRACTION AND THE 
SECURITY INTEREST CREATED BY THIS INSTRUMENT ATTACHES TO 
SUCH MINERALS AS EXTRACTED AND TO THE ACCOUNTS RESULTING 
FROM THE SALE THEREOF AT xrlE WELLHEAD. THIS INSTRUMENT 
COVERL THE INTEPEST OF DEBTOR IN FIXTURES. THIS FINANCING 
STATEMINT IS TO BE FILED FOR RECORD, AMONG OTHER PLACES, xN 
THE REAL ESTATE RECORDS. PRODUCT.* OF THE COLLATERAL ARF. 
ALSO COVERED. 

THIS INSTRUMENT INCLUDES AN ASSIGNMENT OF SECURITY INIERESTS 
AMD LIENS 0? DEBTOR ARISING UNDER ARTICLE S-319 of the TLXAS 
BUSINESS AND COMMERCE CODE. 

STATE UF TEXAS § 

s 
COUNTY OF 5 

Thi* instrane t AS execute3 and cit,*i /ered by WALTER V* 
& GAS CORPORATION, • Vexas corporation ("Dwbtor") to Gr*^ 
Kuz?y, Trustee, .for the benefit of 'UflURMK, tf.A. ("Secure*' 
Farty"). Tha addresses of Debtor, B**,iir*d Party and the 
Trustee appear in Section 7.14 of this intt: ..sent. 

ARTICLE I 
Definltione 

1.1 "Collateral" means the Realty Collateral, Person-
a i r y Col /ahbral and Fixture Collateral. 

1.2 "Contracta" m*»ins a l l contracta and agreementa 
.-.escribed ii. Exhibit "a" and a l l other contrects, operating 
Agreementa, farm-out r r farm-in agreements, sharing egree
ments, mineral purchase agreements, rights-of-way, ease
ments, aurface lea it *, permita, franchises, licensee, 
pooling or unitization agreements, unit designations and 
pooling ordera now i n effect or hereafcer entered into by 

RECEIVED 

DEC 15 
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Debtor affecting any of the Oil ar.d Gas Properties, Oper* • 
ing Equipment, Fixture Operating Eq .ipnvant, or Hydrocarbon 
row or hereafter covered hereby, or which are uaeful or 
•|>;>rcpr.late in d r i l l i n g for, producing, creating, handling, 
etor..ng, transporting or marketing o i l , gaa 01 other 
minerals produce"' from any ot the property affected hy tho 
O i l and Gaa Prope - -.ies. 

1.3 "Evei.* ot Default" «hal l have Uie moaning set 
f o r t h in Article V hereof. 

1.4 "Fixture Col lateral" means a l l of Debtor'a inter
e s t now owned or hereafter acquired in and to a l l Fixture 
Operating Equipment and a l l proceeds, products. renewals, 
increases, prof i t s , substitutions, replacements, aaaitions 
amendments and access! ;ns chereof, rheretc or therefor. 

1.5 "Fixture Operating Equipment" means any c e tht 
itema described in the f i r s t sentence of paragraph 1.9 ./hicn 
as a result of beio* incorporated into realty structures 
or inprovemft" located therein or thereon, v.; C& the inter. - , 
tha t they remein thrre psrmarently, ccn-.tic te f ixtures 
under the laws of tne state in which such equipment in 
located. 

1,5 "Hyd roc arbors" meant* rhe o i l , gas, casinghead g%», 
other " J T J d or ?e*e:.-ua hydrocarbons ent. a l l oMier minerals 
i n an*4. undt»r ot cccrtbutable to and ti.*>t nay be produced, 
oct P..; ned or aecured from, th.* landa covered a:.d affected by 
the Oil uni 3 a P r ^ p s r t i w L , a.id A"** producta refined there
from. 

1.7 "Obiigx *na" means 

(*) All obligations of Debtor to Secured Party 
pursuant to the terma sn! conditions of that certain 
Credit Agreement of ev*r; t'ate herewith between Debtor 
anc*. Secured Party (the "c-odit Agreement"), including 
b-;t not limited to (i) a l l ̂ ligations under that 
certain Promissory Note of even date here vith in the 
o r i g i p r i n c i p e l amount of $9,000,300.00 eicacuted by 
D^U-r ocVv"\bla to the oroer of Secured Party, wh.'.ch 
Notj ja due and payal le in full on or before 
September \, 1991 tnd ( i i ) M other "Obligetione" (aa 
de.vned in r.e Creei . Agreenent;. 

(b) A l l promissory not* a evidencing %ddi*-*onal 
loana which Secured Party may h*r«after maku to I abt or 

-2 



(although i t i a w.na>rbcood that Secured Party i s under 
no obligation ":o do so) oti?er then loam mads by 
Secured arty pvrjuant to Chapter 4 of the Texas Credit 
Code, as amended; 

(C) A l l other indebtedness, obligationa and 
l i a b i l i t i e s , and a l l renewals and extensions thereof, 
or any part thereof, now or hereafter owed to the 
Secured Party by Debtor, ariaing in connection with, by 
virtue of, or purauant to the Credit Agreement, whether 
auch indebtedneee, obligations and l i a b i l i t i e s ara 
direct, ind irec t , fixed, contingent, liquidated, 
unliquidated, lo int , several or jo int and several; 

(d; .xl sums advanced or -oats or expenses 
incurred .-y Secured Party (whether by i t d. -ectly or on 
i ta behalf by the Truatee), which » e made or incurrad 
purauant to, or allowed by, the terms of thia inatru
ment plus in teres t thereon from the dete of the advance 
until reimbursement of Secured Party, charged at the 
lesser of rhe maximum nonusurious rate per annum 
permitted by applicable law or 2% per annum -.bove the 
Base Rate (aa defined ir. the Credit Agreeaent) in 
effect from time to time; and 

(e) hi 1 renewals or extensions, amendmenta, 
whether or not Debtor executes any auch renewal or 
extenaion agreement, ar.d any amendmenta nnd substitu
tions to the above. 

1.8 "Oil and Caa Propsrty or Fropert*ea" means (a) tiie 
o i l , gaa and/or mineral Leases, .nineral en'-.atea, aubieaeea, 
farmouts, royal t iee , overriding royalt ies , net profite 
intereata, production payments a* d aimilcr mineral intereata 
described in E x h i b i t "A" attached hereto and made a part 
hereof for e l l purposes including, but not limited to, the 
net revenue intereata warranted in Exhibit "A", (b) any 
production unit or units which may af fec t a l l or any portion 
of auch ninerel Intereata including, without l imitation, 
thoae unite which may be deacribed cr referred to on 
Exhibit "A" or any unit created under orde ra, regulations, 
rulea or other o f f i c i a l acta of any Federal, etete or other 
governmental body or agsncy having lurisdi^tion, (c) any 
ether intereat i n , to or oist.^ng to ( i ) s l l or sny psrt of 
the land d e s c r i e d either i t J:>.\ibi v. "A" or in the documents 



described ExLir t "A" r,v ( i i ; any of the estates, prop-
arty rights or otn«r J.r. .errata referred to above, and (d) 
any instrunent executed in an..r.cL. ent, correction, modifica
tion, confirmation, renewal or xtension of the sart. 

1.9 "o^eiacini Equipment^ means a l l aurface or aubaur-
£< re machine.y, equir-n»ont, f a c i l i c i e a , supplies or other 
pro.^rty of whatsoever kind or nature (excluding d r i l l i n g 
riga. trucks, automotive equipment or other pro*x»rty taken 
to tiic pr«sr.-*ea *.o d r i l l a well or for other aimil-r tempor
ary ures) nc. c-r hereafter located on any of the property 
affecced by the O i l and Cas Propertiee which are uaeful for 
the production, treatment, atorage or tranaportation of 
Hydrocarbons, l'lclu-*-- -»q, but not limited to, a l l o i l welia, 
gas wells, water wei..s, injection wells, casing, tubing, 
rods, pumping units end engines, Christmas trees, derricks, 
separators, gun barrels, flow lines, tanka, gaa systems (for 
gathering, treating end compression), water systems (for 
treating, disposal end injection), power plants, poles, 
lines, transformers, atf-tera and controllers, machine 
shops, tools, storage yards ard equipment stored therein, 
buildings ar.d camps, telegraph, telephone and other communi
cation systems, roada, 1 .ding r-~kn a d shipping f a c i l l 
t i e a . Operating Equipment shall not include any items 
incorporated into realty or ai.< ictures or l ^ . o v omenta 
lorat 1 therein c ther».*n in i t h a manner that they no 
longer regain personalty unoer t'ae laws of th* at i t * in 
which sue!, equipment 1 % located. 

1.10 "Pe-.eonalty Collater**l" mean* a l l of Debtor's 
interest now ->wi.ed or he**a/rer acquired in and to ( i ) a l l 
Operating Equipment, ( i t ) e l l Hydrocarbona severed end 
•xtracted from or attributable to tha Oil and Oas Proper
t i e a , including o i l ir. taaka, ( i i i ) a»l accounta (including, 
but not limited to, accounts raaulting frcn the eale of 
Hydrocarbons et the wellhead), contrect righte and generel 
intangibles now or hereafter ariaing i n connection with the 
salo or other disposition of eny Hydrocarbona, ( i v ) a l l 
Contracts and a l l general intangibles now or hereafter 
ariaing in connection wit!, or resulting from Contracta, (v) 
a l l proc jeas end prcducti of the Realty Collateral, end (vi) 
a l l proeeede, products. renewals, increases, prof i t a , 
nubstitutione, rep .ace*unt»:, additions, amendmenta and 
accessions of, to o;r for a i i of the property deecribed in 
this subparagraph. 

1.11 "Realty Collateral" means e l l of Debtor's intereat 
now otined or hereafter acquired ln end tn the Oil end Caa 



c 

Properties and a l l unaavarad and unextractad Hydrocarbons 
(•van though Debtor's interest therein be incorrectly 
described in, or e description of a part or a l l of auch 
intereat be omitted from. Exhibit "A"). 

ARTICLE I I 
Creation of Security 

2.1 Conveyance and Grant of Lien . In conaldaration of 
the advance or extension by Secured Party to Debtor of the 
funds or credit constituting the Obligations, and in further 
conaldaration of the mutual covenants contained herein. 
Debtor, by thia instrument grants, s e l l s and conveya unto 
Trustee for the benefit of Secured Party the Realty Col la 
t e r a l and the Fixture Col lateral . 

To have and to hold the Realty Col latera l and Fixture 
Col lateral unto the Trustee and his succeesors or substi
tutes in this Trust and to his and the ir assigns in accord
ance with the terma hereof, together with a l l and singular 
the rights and appurtenances thereto i n anywise belonging, 
to aecure payment of the Obligations and the performance of 
the covenants of Debtor contained in thia inatrument. 
Debtor does hereby bind i t s e l f , i t s successors snd permitted 
aaaigns, to warrant and forever defend a l l and singular the 
Realty Col a tara l and the Fixture Col lateral unto the 
Truscee and h ia successors or substitutes in th i s Trust, 
againat every person whomsoever, lawfully claiming or to 
claim the aame, or eny part thereof. 

2.2 Security Interest . For the same consideretion and 
to further aecure the Obligationa, Debtor hereby grants to 
Secured Party a security intereat in and to the Pereonalty 
Collateral and the Fixture Col lateral . 

2.3 Assignment of Liana and Security Intereete. For 
the aame eonelderatlon and to further aecure the Obliga
tiona, Debtor, to the extent i t haa the power to do eo, 
hereby easigns and conveya to Secured Party the aecurity 
intereata held by Debtor ariaing under Section 9.319(e) of 
the Texaa Business and Commerce Code and the liene granted 
to Debtor pursuant to Section 9.319(d) ettributeble to the 
intereat of Debtor i n the Hydrocarbona. 



ARTICLE I I I 
Proceeds from Production 

3.1 Assignment of Production. 

(a) Debtor, in order to further secure the 
Obligations effective as of the data hereof at 7:00 
a.n. local time at the location of each of the 
respective O i l and Cas Properties, has assigned, 
transferred, conveyed and delivered and does hereby 
assign, transfer, convey and deliver unto Secured 
Party, a l l of Debtor's interest, now owned or hereafter 
acguired, i n and to a l l of the Hydrocarbona (or the 
proceeda therefrom), the aame to be delivered into 
pipelines connected to the Oil and Caa Propertiea, or 
to any other purchaser thereof to the credit of the 
Secured Party. 

(b) A l l parties producing, purchasing, taking, 
possessing, processing or receiving any production from 
the Oil and Gas Properties, or having in their posses
sion any such production or the proceeds of runs for 
which they or others are accountable to Secured Party 
by virtue of the provlalons of this Article 3.1, are 
authorized and directed by the Debtor to treat and 
regard Secured Party as the aaaignae and transferee of 
Debtor and entitled in i t e place and stead to receive 
a l l of Debtor's intereat, now owned or hereafter 
acquired, i n and to the Hydrocarbona and the proceeda 
thereof. 

(c) Debtor directa and instructs each purcheeer 
of production from th* Oil ?.nd Gea Propertiea to pay to 
Secured Party a l l of the proceeda of a l l of Debtor'a 
Interest, now owned or hereafter acquired, in end to 
the Hydrocarbona untii auch time ea auch purchaaar haa 
been furnished evidence thet a l l of the Obligations 
have been peid and that the l i e n evidenced hereby haa 
been released. Debtor authorizes Secured Party to 
receive end collect a l l sums of money derived from the 
proceeda of a l l of Debtor's intereat, now owned or 
hereefter acquired, in and to the Hydrocarbons, end no 
purchaaar of any production from the Oil and Gaa 
Properties ahall have any reaponaibility for the 
application of any fund a paid to Secured Party. 

(d) Secured Party may endorse and caah any and 
a l l checka and drafts payable to the order of Debtor or 
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Secured Perty for the account of Debtor, received from 
or in connection with the proceeds of the Hydrocarbons 
affected hereby, and the same may be aoplied as pro
vided herein. Secured Party may execute any tranafer 
or division orders in the name of Debtor or otherwise, 
with reasonable and customary warranties and indemni
ties binding on Debtor; provided that Secured Party 
shall not be held liable to Debtor for, nor be required 
to verify the accuracy of, Debtor'a intereata aa 
represented therein. 

(e) Secured Party shall have che right at Secured 
Party's election and in the name of Debtor, or other
wise, to prosecute and defend any and a l l actions or 
legal proceedings deemed advisable by Secured Party in 
order to collect such funds and to protect the inter
ests of Secured Party and/o- Debtor, with a l l coata, 
expenaes and attorneys feee incurred in connection 
therewith being paid by Debtor. In addition, should 
any purchaser taking production from the Oil and Gaa 
Propertiea f a i l to pay promptly to Secured Party in 
accordance with this Article, Secured Party shall have 
the right to demand a change of connection and to 
designate another purchaser with whom a new connection 
may be made without any liab i l i t y on the part of 
Secured Party in making auch election, ao long aa 
ordinary care i s used in the making thereof. 

(f) Tha foregoing proviaiona of thia Section 3.1 
ahall conatitute an absolute and preaent aasignment of 
all Debtor's interest in the Hydrocarbona. Secured 
Party, however, grants to Debtor a conditional license 
to receive and sell such Hydrocarbons, and the proceeda 
therefrom, and to uae the aame until the occurrence of 
ai. Event of Default (aa defined hereunder) et vetch 
time auch conditional licenee ahall automatically 
terminate. The existence or exerciee of the condition
al licenee ahall not operate to subordinate the aaaign
ment conteined in this Section 3.1, in whole or in 
part, to any subsequent aaaignment by Debtor permitted 
hereunder, end any euch aubaequent aaaignment by Debtor 
ahall be eubj ect to the righte of Secured Party here
under. 

3.2 Application of Proceeds. All payments received by 
Secured Party purauant to thia Article I I I ettributeble to 
the intereat of Debtor in and to the Hydrocarbons ahall 
either be held by Secured Party in a caah collateral account 

7-



c 

as additional C o l l a t e r a l or, at the option of Secured Party, 
applied «t the time of receipt, or from time to time at the 
discret ion of Secured Party i f held i n such caah co l la tera l 
account, as followa: 

(a) F i r s t , tc the sat is fact ion of a l l reasonable 
costs and expenses incurred in connection with the 
collection of such proceeds; 

(b) Second, to the payment of a l l accrued inter
eat on the Obligations; 

(c) Th ird , to the payment of any then due and 
owing pr inc ipal constituting part of the Obligations; 
and 

(d) The balance, i f any, ehall be released to 
Debtor, i f not retained by Secured Party in the cash 
collateral account. 

3.3 Debtor's Pavment Duties. Nothing contained herein 
w i l l limit Debtor's absolute duty to make payment of the 
Obligations when tlie proceeds received by Secured Party 
pursuant to this A r t i c l e are insuf f i c i ent to psy the inter
e s t and principal then owing, and the receipt of proceeds 
under this Ar t i c l e w i l l be in addition to a l l other aecurity 
now or hereafter exiating to aecure payment of the Obliga
t ions . 

3.4 L i a b i l i t y of Secured Party. Secured Party ie 
hereby absolved from a l l l i a b i l i t y for fa i lure to enforce 
collection of eny of auch proceeds, and from a l l other 
responsibility i n connection therewith except the responsi
b i l i t y to account to Debtor for proceeda actually received 
by Secured Party, or thoae l i a b i l i t i e s occurring aa a reault 
of Secured Party* a gross negligence or w i l l f u l misconduct. 

3.5 Indemnification. Debtor agrees to indemnify 
Secured Party againat a l l claims, actions, l i a b i l i t i e s , 
judgments, cost&, attorneys fees or other chargee of what
soever kind or nature (hereafter referred to in thia Art i c l e 
es "Claims") made egainat or incurred by ".ecured Party ea a 
consequent of the assertion either before or after the 
payment in f u l l o i the Obligations that Secured Party 
received Hydrocarbc t or proceeda purauant to thia Art ic le 
or purauant to any *ight to col lect proceeds d irect ly from 
account del tore which are claimed by th ird pereona. Secured 
Party wi l l have the right to employ attorneys and to defend 

- 8 



c 

against sny auch Claims and unless furnished with reasonable 
indemnity. Secured Party w i l l have the right to pay or 
compromise and adjust a l l such Claims. Debtor w i l l indem
nify and pay to Secured Party a l l such amounts as may be 
paid in respect thereof, or as may be successfully adjudi
cated against Secured Party. Tiie l i a b i l i t i e s of Debtor as 
set forth in t h i s Article w i l l survive the termination of 
t h i s instrument. 

ARTICLE IV 
Debtor's Warranties and Covenants 

4.1 Payment of Obligations. Debtor covenants that 
Debtor shall pay when due a l l interest and principal com
prising the Obligations secured by this instrument. 

4.2 Warranties. Debtor warrants as follows: 

(a) "Debtor has good and marketable t i t l e to the 
Collateral free from a l l liens, security interests or 
other encumbrances except as specifically set forth in 
Exhibit "A", or as permitted by the provisions of 
Article 4.4(h) below. 

(b) Debtor has the f u l l power, authority and 
legal right to convey the Collateral to the Trustee and 
the Secured Party without the consent of any person and 
haa a l l licenses, permits, qualifications and other 
documentation necessary or appropriate to own, and i f 
Debtor i s the operator of eny of the Collateral, to 
operate the Collateral; provided that upon foreclosure 
hereunder Secured Party acknowledges -hat consents or 
approvals raay be required. 

(c) The representations of Debtor as to quantum 
and n. ture of the interest of Debtor in and to the Oil 
anc. las Propertios set. forth on Erhibit "A" includes 
the entire interest of. Debtor in the Oil and Gaa Prop
ertiea and are completo and accurate in a l l respects. 
Thjre ara n»> "back-in" or "rnveraionary" intereata held 
by third parties which could reduce the intereat of 
Debtor i n the Oil and Gaa Propertiea except ea aat 
fort., on Exhibit "A." 

(d) Except aa permitted by A i t i c l c 4.4(h) below. 
Debtor has not received any notice of eny cleim of 
lien, right, t i t l e or intereet to eny of the Collateral 
from any t h i r d party and Debtor doee not have any 
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knowledge of any facts, circumstances or conditions 
which could, by lapse of time or otherwise, result in 
sny claim of right, t i t l e , l i e n or interest by any 
third party in or to the Collateral. 

(e) There are no prior conaent rights or prefer
ential purchaae rights in third partiea affecting any 
part of the Collateral except as may be set forth in 
any of the Contracta. 

(f) No operating or other agreement to which 
Debtor i s a party or by which Debtor i s bound affecting 
any part of the Collateral reguires Debtor to bear any 
of the costs relating to tbe Collateral greater than 
the leasehold interest of Debtor in such portion of the 
Collateral, except in the event Debtor i s obligated 
under an operating agreement to assume a portion of 
defaulting party's share of costs. 

(g) Debtor haa not received any prepayment prior 
to the date hereof under an agreement providing for the 
aale by Debtor of Hydrocarhons which agreement contains 
a "take or pay" clause or similar arrangement that 
obligates Debtor to deliver Hydrocarbons at aome future 
time without then or thereafter receiving f u l l payment 
therefor. 

(h) Except as set forth i n Exhibit "A", Debtor 
is not obligated to "make up" any daliveriea of o i l or 
gas to any third party out of the production from any 
of the O i l and Cas Propertiea, without being paid 
therefor. 

( i ) No approval or conaent of any peraon or of 
any regulatory or administrative commission or author
ity or of any other governmental body ie necessary 
under any exiating lawa cr reguletions (A) to authorise 
the execution end delivery of thia inatrument or of any 
written instruments constituting part or a l l of the 
Obligationa or (B) except aa may be provided by the 
rulen of the Texas Railroad Commission or the relative 
State or Federel regulatory authority having j u r i a 
diction over o i l and gaa operations for the Stete or 
Federel watera in which the O i l and Gas Properties are 
located, to authorize the observance or performance by 
Debtor of the covenante contained in thla inatrument or 
in the written instruments conatituting a l l or part of 
the Obligations. 
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( j ) To the best of Debtor's knowledge, after due 
inquiry and investigation, a l l information contained in 
statements or reports furnished to Secured Party by or 
on behalf of Debtor relating to the Collateral was 
complete and accurate when made or delivered to Secured 
Party. 

(k) Each o i l and gas lease constituting a portion 
of the Collateral i a valid and subsisting, a l l cove
nants, conditions and obligations contained in each 
such o i l and gas lease and any assignments or agr 
ments relating thereto have been fully performed ..d 
complied with, and there exists no unsatisfied demand 
or dispute between Debtor and any lessor or any party 
to any such assignment or agreement. 

(1) A l l proceeds from the sale of Debtor's 
interest in Hydrocarbons are currently being paid in 
fu l l to Debtor by the purchaser thereof on a timely 
-sis and none of such proceeds are currently being 

held in suspense by such purchaser or any other party. 

(m) The operation of the Oil and Gas Properties 
and the sale, processing, transportation and marketing 
of Hydrocarbons has been and i s currently being con
ducted in accordance with a l l applicable federal, state 
and local laws, rules, regulationa, ordera and ordin
ances. 

(n) There i s no pending or, to the best knowledge 
of Debtor, threstened claim, suit, j u d i c i a l or admini
strative action or proceeding which involves or may 
invol 1 the Collateral or any part thereof or the 
production of Hydrocarbona which, i f advereely deter
mined to Debtor, could heve e meter!al adverse effect 
on tlie Collateral or the a b i l i t y of Debtor to perform 
ita obligationa under this instrument. 

(o) A l l taxea, assessments, and governmental 
charges imposed upon the Co] lateral or upon the income 
and p r o f i t of the Collateral have been paid when due. 

(p) A l l exp. sas incurred in or erieing from the 
operation or development of the Collateral have been 
«s*d when due. 

;> The addreaa of Debtor'a place of business, 
«, chief executive office and office where 
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Debtor keeps i t s records concerning recounts, contrect 
rights end general intangibles i s aa eet forth in 
Article 7.14, and there ha.-, bean no change in the 
location of Debtor'a place of buaineaa, residence, 
chief executive office and office where i t keepa auch 
records and no change of Debtor'a name during the four 
months immediately preceding the date of thie inatru
ment. 

4.3 Further Assurances. 

(a) Debtor -enente that Debtor ahall execute 
and deliver auch -her and further instrum*nts, and 
shall do auch other and further acta aa ln the opinion 
of Secured Perty may be neceaaary or desirable to cerry 
out more effectively the purpoaea of thia inatrument, 
including, without limiting the generality of the fore
going, the following: 

( i ) Prompt correction of any defect in the 
execution or acknowledgment of thie inatrument 
any written instrument comprising part or a l l oi'. 
the Obligationa, or any other document uaed i r 
connection herewith. 

( i i ) Prompt correction of any defect which 
may hereafter be diecovered i n the t i t l e to the 
Collateral. 

( i i i ) Inde-.nify and hold Secured Party and/or 
the Trustee harmless from end againat any and e l l 
coeta and '.xpenaea, including, but not limited to, 
eny end a i l coat, expenee, loea, damage or l i a b i l 
i t y which Secured Perty mey suffer or incur by 
reason of the failure of t i t l e to a l l or part of 
the Collateral or by reaaon of the failure or 
i n a b i l i t y of Debtor, for eny reeeon, to convey the 
rights, t i t l e a and intereet which thie instrument 
purports to mortgage, convey, grant or aaaign. 

( i v ) Prompt execution end delivery of e l l 
divialon or tranafer orders or other instruments 
which ln Secured Psrty'a opinion are required to 
transfer to Secured Psrty the proceeds from the 
aale of a l l of the Debtor'a intereet i n and to a l l 
Hydrocarbona. 
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(v) Prompt paym*v n due and owing of. a l l 
taxes assessments *. » governmental charges 
imposed on thia inst. ment, upon the internet of 
Secured party or tha Truatee or upon the income 
and prof i t a from any of the above. 

(b) Debtor covenante that Debtor ehall maintain 
and preserve the lien and aecurity interest herein 
created ao long aa any of tha Obligations remain 
unpaid. 

(c) Debtor ahall immediately notify Secured Party 
of any diacontinuance of or change in the addreaa of 
Debtor's place of business, residence, chief executive 
office or office where i t keeps records concerning 
accounts, contract rights and generel intangibles. 

(d) Debtor covenante t> -»** a l l information to be 
furnished to Secured Part, -y or on behalf of Debtor 
ahall be to the best of Debtor'a knowledge complete and 
accurate when made. 

4.4 Operation of Oil and Gas Properties. As long aa 
any of the Obligationa remain unpaid or unsatisfied, and 
whether or not Debtor i a the operator of the Oil and Gaa 
Properties, Debtor ehall (at Debtor a own expense) 

(a) not enter into any operating ar -ement, 
contract or agreemenc which materially adversely 
effecta the Collateral; 

(b) neither ebendon, forf e i t , surrender, release, 
s e l l , assign, subleaae, faraout or convey, noi* agrea to 
s e l l , assign, sublease, farmout 01 convey, nor mortgage 
or grent eecurity interests in, nox otherwise dispose 
of or encumber any of the Collateral or eny interest 
therein, except for releasee ol leaaea whieh have 
expired by their .wn terme, reassignments under exist
ing contract proviaiona, or the aale of Hydrocarbons in 
the ordinary cc.rse of business and transactions 
peraitted by the Credit Agreement; 

(c) cause the Coilaterai to be maintained, 
developed, and protected against drainage and continu
ously operated for the production ana marketing of 
Hydrocarbons i n a good and workmanlike manner ae a 
prudent operetor would in accordance with generally 
accepted practicee, applicable o i l and gaa leaaea and 
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Contracts, and a l l applicable Federal, a"ate end lo :al 
laws, rules end regulationa, except thoae being con
tested in good fa i t h ; 

(d\ promptly pay or cause to bc paid when duj and 
owing (i) a l l rentals and r e a l t i e s teyab'e in reapscw 
of the C c i l a t e r e i ; (.1) a i l er^ensss incurred in cr 
ariaing jcr-om the operation or d /el rpment of the 
Collateral ( i i i ) a l l taxes, assessments and govcLtjnen-
t a l charges imposed upon the Collateral, upon thu 
income and p r o f i t s from any cf thc Collateral, or upon 
Secured Party because of i t s irteresr therein; end 
(iv) a l l local, etete and federal -Inx** paymente and 
contributions for which Debtor may be liable; and 
indemni y Secured Party and Truatee frcm a l l l i a b i l i t y 
in cenne- tion with any of the foregoing; 

(e) promptly take a l l action neceaaary to enforce 
or aecure the observance or performance of any tern., 
covenant, agreement or condition to be observed or 
performed by t h i r d parties under any Contrect, or eny 
part thereof, or to exerciaa any of i t a righta, reme
diea, powera and privileges under eny Ccntract, e l l in 
accordance with the reapect ive terma thereof; 

(f) cauae the Operating Equipment and the Fixture 
Operating Equipment to be Kept i n good and effective 
operating condition, and reuse to be mede e l l repairs, 
renewals, replacements, additions and improvements 
thereof or thereto, necessary or appropriete in connec
tion with the production of Hydrocarbona from the Oil 
and Gas Properties; 

(g) Detroit and do a l l things reasonably necessary 
or pi oper to enable the Irustee a..d Secured Party 
(through i t a agents end employe is to enter upor the 
Oil and GAB Properties for the purpoee of inv**t igating 
aud .snapacting the condition end operation* of the 
Collateral w. ei.ever they ac dee.tr A; 

(h) cauae the Collateral to be kepi free and 
cleer of liena, chargea, aecurity intereete end encum
brancea of every cheracter other then Liene perm tted 
by Section 5.02(a) of the Credit Agreement provided the 
indebtedneee eecured by, or giving riee to, auch 
permitted Liene ehall in no event exceed $50,000.00 in 
t'.ie aggregate; 
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(x) c a r r y w i t h standard inauranca companlea znd 
i n amountw s a t i a f e c t o r y to Sacurad Party tho fo l l o w i n g 
inaurancai 

(A; vcrkman s cin.penjaticn i .ourai.ee and 
public ) i a n i l i t y rnd p».ip*.rty damage insurance in 
respect of a l l a c t i v i t i e s relating > tha Colla
teral <r. whi :h reenter .»aeS't incur jn.onal l i a b i l 
ity i*o- th* c i i H , or * r % f \ r of i»* •rployee or 
t h i r d per sen or da-aqe to or ..est rue t i o n of 
another *e property; and 

(B) to the extent auch insurance i a carried 
by others engeged in similar undertakings in the 
same general* areas in which tha Collateral i a 
located, ( i ) well control insurance and ( i i ) 
insurance in respect of the Opereting Equipment 
and Fixture Operating Equipment against loaa or 
damaga by f i r e , lightning, h a i l , tornado, explo
sion and othar aim!lar rlaka; 

(.1) cauee e l l policies of inauiance to provide 
the maximum prio- written notice to Secured Party of 
cancellation which the inauranca comp-iny v i l l provide 
and to name Secured Party aa a "loaa pa^ee"; permit 
Secured Party rc apply any proceeds of such insurance 
which i t cay receive toward part or f u l l aitiafaction 
of any or a l l of ihe Obligationa eecured hereby whether 
or not they a-e ' hen due and owing ar.J whether o: not 
thry are liquidated ~r contingent; and pc:xit Secured 
Party to obtein replacement inauranca (wv ich may, but 
need ntt, be) eingle intereet insurance ln fevor of 
secured Party i f any insurance reouired hereby expiree, 
ia cancelled or i s otherwic i rot in f u l l fore* ana 
eflect; 

(k) furnieh to Secured Perty, upon requeet, 
copies o» a l l operating agrees nts, o i l and/or ?«e 
purchaae contracts, or other ctntracta r agreements 
relating to the Collateral; and 

(1) prompt1 y perform a l l covenante exorese or 
implied in any Contrect. 

4 5 Recording. Debtor eheil .>roopMy (a Debtor's own 
expense) re ord, register, deposit and f i l e t>ls and every 
other instrument I n s Edition or supplement hereto, ireluding 
applicable financing statementa, i n euch offices and placea 
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within the state where the Collateral i s located and at such 
time8 and aa often es may be necessary to preserve, protect 
end renew the l i e n and security interest herein created as a 
f i r s t lien or prior security interest on real or personal 
property aa the caee may be, and otherwise ehall do end 
perform a l l matters or things necessary or expedient ro be 
done or observed by reason of any applicable law or regula
tion of any state or of the United States or any other 
competent authority for the purpose of effectively creating, 
maintain: nr. and preserving the lien 'nd aecurity interest 
create 1 hereby in and on the Collateral. 

4.6 Records, Statements and Reports. Debtor shall keep 
proper books of record and account in which complete and 
correct entr.es s h a l l b«. made of Debtor's transactions in 
accordance with generally accented accounting pr^n.iples 
and shall furnish or cauae to be fv m i shed to Secured Party 
( i ) a l l reporta and information required by the Credit 
Agreement, and ( i i ) auch other information concerning the 
operation of the Collateral, the t i t l e of Debtor or the 
intereat of Secured Party in the Collateral and the buainaaa 
and affairs and financial condition of Debtor aa Secured 
Perty may from time to time request. 

ARTICLE V 
Default 

5.1 Events of Default. Debtor she l l be in default 
undjr this instrument upon the occurrence of an Event of 
Oefeult under the hadit Agreement ("Eve rt of Default"). 

5.2 Acceleration Upon Default. Upon the occuri ance of 
any Event of Defeult, or at any time thereafter. Secured 
Party ahall have the right and privilege ro exerc se a l l 
remedies provided hereunder or in the Credit Agreement, 
including, withoat iimitvtion. the right to declar» the 
entire unpaid principel of and the intereet accrued on the 
Obligations to be forthwith due end payable, without any 
further protest, presentment, demand, notice of in cent to 
accelerate, notice or acceleration or further notice of any 
kind, a l l of which ere hereby expressly waived by Debtor. 

ARTICLE VI 
Secured Party' a Righta 

6.*. Righta to Realty Collateral Upon Defeult. 

( i ) Operation of property by Secured Perty. Upon 
tLa occurrence of en Event of Defeult or at any "ime 
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thereafter, and in addition to a l l othar righta of 
Secured Party, Secured Party ahall have the following 
righta and powers (but no obligation): 

( i ) To enter upon end take possession of eny 
of the Realty Collateral, to exclude Debtor 
therefrom, and to hold, uae, administer, menege 
end operete the aame to the extent that Debtor 
could do ao; 

( i i ) To the extent Debtor haa the right to do 
ao, to operate the Realty Collateral, without any 
l i a b i l i t y to Debtor in connection with euch 
operatione, except for failure to uee ordinery 
cere i n the operation of the Reelty Collateral; 
and 

( i i i ) To the extent thet Debtor could do eo, 
to colle c t , receive ar.d receipt for a l l Hydrocar
bona produced end aold from the Realty Collateral, 
to make repaira, to purchaae machinery and equip
ment, to conduct workover operetione, to d r i l l 
additional walla, and to exercise every power, 
ri r " w, end privilege of Debtor with reepect to the 
Ret. cy Collatei 

When end i f the expenaea of auch operetion end develop
ment \ i n c l .ding coata of unsuccessful workover opera
tions 6» additional wells) hav; been paid, and the 
Obligations heve been paid, the Realty Collateral ahell 
be returned to Debtor (providing there hee been no 
foreclosure e e l r ) . 

(b) Judicial proceedings. Upon the occurrence of 
an Event of Defeult or et eny time thereefter, the 
Truatee, i n l i e u C or in eddition to exerciaing the 
power of eale hereefter given, may proceed by e auit or 
auits, 1- equity or et law ' i ) for the apecific perfor
mance of any covenant or agreement herein contained or 
in aid of the execution of any power herein grented, 
( i ) for the appointment of e receiver pending any 
foreclosure hereunder or thc aale of the Realty 
Collaterd, or ( i i i ) for the enforcement of eny other 
appropriate legel or equitable remedy; end further, i n 
lieu of the non-judicial power of aale hereafter given 
for Collateral located i n the Stata of Texas, the 
Truatee -ay proceed by auit for a eele of the Realty 
Collater 1. 
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(c) Foreclosure by Private Power of Sale of 
Collateral. Upon the occurrence of an Event of 
Default, or at any time thereefter, the Trustee shall 
have the right and power to s e l l , es the Trustee may 
elect, a l l or a portion of the Collateral at one or 
more sales as an entirety or in parce.e, in accordance 
with Section 51.002 of the Texaa Property Code. Debtor 
hereby designates ac Debtor's address for the purpose 
of notice the addreaa aet out in Article 7.14. Any 
purchaser or purchasers w i l l be provided with a general 
warranty conveyance binding Debtor and Debtor'a succes
sors and assigns. Sale of a 4

v»rt of the Realty Col
lateral w i l l not exhaust the power of sale, end salea 
aay be made from time to time u n t i l a l l of the Realty 
Collateral . s aold or a l l of the Obligationa ars paid 
in f u l l . The Trustee w i l l have the authority to 
appoint an attorney-in-fact to act aa truatee xn 
conducting the foreclosure sale and executing a deed to 
the purchaser or purchasers. 

(d) Pertain Aspects of Sale. Sacurad Party w i l l 
have the right to become the purchaser at any foreclo
aure aale and to credit the then outatanding balance of 
the Obligationa against the amount payable by Secured 
Party ae pu baser at such sr.le. Recitals contained in 
any conveyancw to any purchaser or purchasers at any 
sale made hereunder w i l l conclusively establish the 
failure of Debtor tc pay the Obligations or perform i t s 
covenants under thia instrument, advertisement end 
conduct cf euch saJ a in the manner provided herein, 
appointment of any auccessor-Trustee hereunder and tho 
truth and accurr cy of a l l other matters atated therein. 
Debtor doea hereby ratify and confirm aT? legal acta 
that tha Truatee may do in carrying out the Truatee'a 
duties and oblige .iona under thia inatrument. and 
Debtor hereby irrevocably eppointe Truatee to be the 
attorney of Debtor and in the name and on behalf of 
Debtor to execute and deliver any deeds, tranafera, 
conveyances, c s s i eminent s, aajurancea and noticee which 
Debtor ought to execute end deliver and do and perform 
any and a l l auch acta and tilings which Debtor ought to 
do and perform undei tho covenants herein conteined and 
generally to uee the name of Debtor in the exerciee of 
a l l or any of powers hereby conferred on Trustee. 
Upon any aale, whether under the powe*. of aale hereby 
given or by virtue of j u d i c i a l proceedings, i t ahall 
not be necessary for Trustee or any public officer 
ecting under execution or by order cf court, to heve 
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physically present or constructively i n his possession 
any of the Collateral, and Debtor hereby agreea to 
deliver a l l of such personal property to the purchaaar 
or purchaaera at such sale at the data of aala and i f 
i t should be impossible or impracticable to make actual 
delivery of such property, then the t i t l e end right of 
possession to such property s h a l l paaa to the purchaser 
or purchasers at such sale as completely aa i f the aame 
had been actually present and delivered. 

(e) Receipt to Purchaaar. Upon any aale made 
under the power of saie herein granted, the receipt of 
the Trustee w i l l be sufficient discharge to the pur
chaaar or purchasers at eny sele for i t s purchase 
money, and such purchaser or purchasers, w i l l not, 
after paying such purchase money and receiving such 
receipt of the Trustee, be obligeted to see to the 
application of such purchase mcney or to be responsible 
for any loss, misapplication or non-application 
thereof. 

(f) Effect of Sale. Any sale or sales of the 
Realty Collateral w i l l operate to divest e l l right, 
t i t l e , interest, claim and demand whatsoever, either et 
I M or in equity, of Debtor, in and to the premises and 
the Realty Collateral sold, and w i l l be a perpetual ber 
both at law and in equity, againat Debtor, Debtor'a 
successors or assigns, and againat any and a l l per- ons 
claiming or who shall thereafter claim, a l l or any of 
the Realty Collateral soid by, through or under Debtor, 
or Debtor'e *uccet>sors or assigns. Nevertheless, i f 
requested by the Trustee ro to do. Debtor shall join in 
the execution and delivery cf a l l proper conveyance?, 
assignments and \. ransferr of tne property ao aold. The 
purchaaar or purchasers at the forecloaure aale w i l l 
receive is incident to hie, i t a or their own ownership, 
immediate possession of the Realty Collateral purehaaed 
and the Debtor agrees that i f Debtor reteine possession 
of the Realty Collateral or any part thereof subsequent 
to such sale. Debtor w i l l be conaidered a tenent at 
sufferance of the purchaser or purchaaera and w i l l be 
aubject to eviction and removel by eny lewful means, 
with or without judicial intervention, and a l l damages 
by reaaon thereof ere hereby expreeely weived. 

(9) A p p l i c a t i o n of P r o c eds. The proceeds of any 
aale of the Rer Ity Collateral or any pert thereof, 
whether under the powei of 3-le he-ej.n .anted end 

19 



c 

conferred c r by virtue of j u d i c i a l proceedings, w i l l be 
applied aa followa: 

(A) Firat, to the payment of a l l expanses 
incur zed by the Truatee i n the performance of hia 
duties including, without limiting the generality 
of the foregoing, court coata, compensation of 
agenta and employees' ind legal feee, plus 
expenses of any entry or taking of possession, 
sale, advertising or conveyance thereof; 

(B) Second, to the payment of tha Obliga
tions; end 

iC) Third, the balance, i f any, thereafter 
remaining w. .1 be paid to Debtor or Debtor s 
successor' or assigns as cheir intereets may 
appeer. 

Debtor ahall rer.iin liable for any deficiency remaining 
after the sale. 

(h) Debtor's Waiver of Apr. aisement. "arshailing. 
Debtor agrees to the f u l l exte-t that D >tor may 
lawfully ao agre chat Debtor w i l l not at any t i . .a 
insist up n or plead or in iny manner whatever claim 
ti.e henefit of any appraisement, valuetion, stay, 
extension or redemption law, now or hereafter in force 
in order to prevent or hinder the enforcement or fore
closure of th i s instrument, the abaolute sale of the 
Realty Colla t e r a l , or the possession thereof by any 
purchaser et any aale made pursuant to thia inatrument 
or purauant to tha decree of any court of competent 
jurisdiction; and Debtor, for Debtor and a l l who may 
claim through or under Debtor, hereby waives the 
benefit of a l l auch laws and, to the extent that Debtor 
may lawfully do ao under any applicable law, any and 
a l l rights to have the Realty Collateral marshalled 
upon eny forecloaure of the l i e n hereof or sold in 
inverse order r f alienation. Debtor agreea that the 
Trustee mav sajJ 1 the ea'ty Collateral in part or ar an 
entirety. 

6.2 Riqhts to Personalty Co 11 ater e l Upon Default. 
Upon the occurrence of an Event of Default, or at any time 
thereafter, Secured Perty may proceed againat the Personalty 
Collateral i n accordance with the righta and remediea 
granted herein with reapect to the Reelty Collateral, or 
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w i l l have a l l righta and remediea granted by the Uniform 
Commercial Coce and thia instrument. Secured Party ahall 
have the right to take possession of the Personalty Collat
e r a l , and for t h i s purpose Secured Party may tnter upon any 
premisea on which any or a l l of the Personalty Collateral i s 
situated and, to the extent that Debtor could do so, take 
possession of *nd operate the Personalty Collateral or 
remove i t thu.efroin. Secureo Party may require Debtor to 
assemble the Personalty Collateral and make i t available to 
Secured Party at a place to be designated by Secured Party 
which ia reasonably convenient to both parties. Unless the 
Personalty Collateral i s perishable or threatens to decline 
speedily in value or i s of a type customarily sold on a 
recognized market. Secured Party w i l l send Debtor reasonable 
notice of the time and place of .ny pub" ic sale or of the 
Lime after which any private sale or other disposir: tn r-f 
the Perscnalty Collateral i a to be mads. This requirement 
of sending reasonable notice w i l l be met i f auch notice ia 
-.ailed, postage prepaid, to Debtor at the address designated 
i n ArtijJe 7.14 hereof (or such ocher address as has been 
designated as provided herein) at least ten days before the 
hme of the sale or disposition. In addition to the 
expenses, of retaking, holding, preparing for sale, selling 
and the like. Secured Pa "ty w i l l be entitled to recover 
-a sonaLla attorney's fees and legal expenses as provided 
i n r in -his irstruioen. and xn tne writings evidencing saia 
Obligationa before rpplyinq the balance of the pre reeds from 
the salvi or othei disposition toward satisfaction of the 
Obligations. . ebtor w i l l remain liable for any deficiency 
remaining after the sale or other disposition. 

6.3 Rights to Fixture Collateral Upon Default. Upon 
the occurrence of an Event of Default, or at eny time 
thereafter. Secured Party may elect to treat the Fixture 
Collateral aa either Realty Collateral or aa Personalty 
Collateral (but not both) and proceed to exercise auch 
rights as apply to the type of Collateral aelected. 

6.4 Account Debtora. Secured Party may, in ito 
discretion, before or after the occurrence of an Event of 
Default, notify any account debtora to make paymanta direct
l y to Secured Party and contact account debtora directly to 
verify information furnished by Debtor. Secured Party ehall 
not have auy obligation to preserve any righta against prior 
partiea. 
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ARTICLE V I I 
Miscellaneous 

"'.l Successor Trustees. The Trustee may resign i n 
w r i t i n g addressed t o Secured Party or be removed at any time 
w i t h or without cause by an instrument i u w r i t i n g duly 
executed by Secured Party. I n case of the death, resigna
t i o n or removal of the Tmstee, a successor Trustee may be 
appointed by ti.e Secured Party by instrument of s u b s t i t u t i o n 
complying with any applicable requiremer law, and i n 
the ansence of any requirement, withe «er f o r m a l i t y 
other than an appointment and designati w r i t i n g . The 
appointment and designation w i l l vest i n imod successor 
Trustee a l l the estate and t i t l e of the . .6tee i n a l l of 
the Collateral and a l l of the r i g h t s , powers, p r i v i l e g e s , 
immunities and du t i e s hereby conferred upon the Trustee. 
A l l references herein t c the Trustee w i l l be deemed t o refer 
to the successor Trustee from time to time acting hereunder. 

7.2 Advances by Secured Party or The Trustee. Each 
and every covenant of Debtor herein contained s h a l l be 
performed and kept by Debtor solely at Debtor's expense. I f 
Debtor f a i l s t o perform or keep any of the covenants of 
whatsoever ki n d or nahfe contained i n t h i s instrument. 
Secured Party ( e i t h e r ' i t d i r e c t l y or on i t a behalt by the 
Trustee or any recei' appointed hereunder) may, but w i l l 
not be obligated t o , make advances t o perform the same on 
Debtor'a behalf, and Debtor hereby agreea to repay such sums 
and any attorneys' fees incurred i n connection therewith on 
demand plus i n t e r e s t thereon from the date of the advance 
u n t i l reimbursement of Secured Party at the maximum nonusu
rious rate per annum permitted by applicable law. I n 
eddition Debtot hereby agrees t o repay on demand any costs, 
expenses and attorney's fees incurred by Secured Party or 
the Truatee which are to be obligationa of Debtor pursuant 
t o , or allowed by, the terma of t h i s inatrument, including, 
without l i m i t a t i o n , such costs, expenses and attorney's fees 
incurred pursuant t o A r t i c l e 3.1(e) or A r t i c l e 7.3 hereof, 
plus i n t e r e s t thereon from the date of the advance by 
Secured Party or the Trustee u n t i l reimbursement of the 
Secured Party or the Trustee, respectively, at the maximum 
nonusurious r a t e permitted by applicable law. Such amounts 
w i l l be i n a d d i t i o n to any sum of money which may, purauant 
t o the terma and conditions of the w r i t t e n instrumente com
pr i s i n g part of the Obligations, be due and owing. No such 
advance w i l l be deemed to r e l i e v e Debtor from eny defeult 
hereunder. 
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7.1 Defense of Claims. Debtor s h a l l promptly n o t i f y 
the Secured Patty i n w r i t i n g of the commencement of any 
leqal proceedings ^-ffectinr .ebtoi's t i t l e t o the C o l l a t e r a l 
or Secured Party's i n t e r e s t i n the C o l l a t e r a l , or any part 
thereof, and s h a l i take such ac t i o n , employing attorneys 
agreeable to the Secured Party, as may be necessary to 
preserve Debtor's, the Trustee's and Secured Party's r i g h t s 
affected thereby. I f Debtor f a i l s or refuses to defend 
Debtor's, the Trustee's or Secured Party's r i g h t s t o the 
Collateral, the Trustee or Secured Party may take such 
action on behalf of and i n the name of Debtor and at Deb
tor' s expense. Mc.-eover, Secured Party or the Trustee on 
behalf of Secured Party, may take such independent action i n 
connection t h e r e w i t h as they may i n t h e i r d i s c r e t i o n deem 
proper, i n c l u d i n g , without l i m i t a t i o n , the r i g h t t o employ 
independent counsel and to intervene i n any s u i t a f f e c t i n g 

> C o l l a t e r a l . A l l costs, expenses and attorneys' fees 
incurred by Secured Party or the Trustee pursuant to t h i s 
A r t i c l e 7.3 or -n connection w i t h the defense by Secured 
Party of any claims, demands or l i t i g a t i o n r e l a t i n g to 
1 btor, the C o l l a t e r a l or the transactions contemplated i n 
t t i * 8 instrument s h a l l be paid by Debtor on demand plus 
interest thereon from the date of the advance by Secured 
Party or rhe Trustee u n t i l reimbursement of Secured Party or 
the Trustee, respectively, charged at the lesser of tho 
maximum nonusurious rate per annum permitted by applicable 
law or 2% per annum above the Base Rate (as defined i n the 
Credit Agreement) i n e f f e c t from time to time. 

7.4 Termination. I f a l l the Obligations are paid i n 
f u l l and the covenants herein contained are well and f u l l y 
performed then a l l of the C o l l a t e r a l w i l l revert to Debtor 
?- 1 the e n t i r e estate, r i g h t , t i t l e and i n t e r e s t of the 
Ti? stee and Secured Party w i l l thereupon cease; and the 
Secured Party i n such case a h a l l , upon the request of Debtor 
and the payment by Debtcr of a l l attorneys' fees and other 
expenses, d e l i v e r to Debtor proper instruments acknowledging 
satiafaction of t h i s instrument. 

7.5 Renewals, Amendments and Other Security. Without 
notice or consent of Debtor, renewals and extensions of the 
wri t t e n instruments c o n s t i t u t i n g part or a l l of the Obliga
tions may be given at any time; ard amendments may be made 
co agreements r e l a t i n g to any p a r t of such w r i t t e n i n s t r u 
ments or the C o l l a t e r a l . The acceptance of t h i s instrument 
by Secured Party s h a l l not waive or :r-pair any other security 
Secured Party may have or hereafter acquire to secure the 
payment of the Obligations nor s h a l l the taking of any 
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additional aecurity for the Obligationa waive or impair the 
lien and security interests herein granted. The Trustee or 
Secured Party may resort f i r s t to such other security or any 
part thereof, or f i r s t to the security herein given or any 
part thereof, or from time to tiae to either or both, even 
co the p a r t i a l or complete abandonment of either aecurity, 
and auch action w i l l not be a waiver of any rights conferred 
by this instrument. This instrument may not be amended, 
waived or modified except in a written instrument executed 
by both Debtor and Secured Party. 

7.6 Assignment and Financing Statement. This instru
ment w i l l be deemed to be and may be enforced from time to 
time as an assignrent, chattel mortgage, contract, deed of 
truat, financing statement, real estate mortgage, or secu
rity agreement, and from time to time as any one or more 
thereof i f appropriate under applicable state law. As a 
financing statement this instrument i s intended to cover a l l 
Personalty Collateral including, but not limited to. 
Debtor's interest in a l l Hydrocarbons solo at the wellhead, 
and Fixture Collateral. This instrument shall be f i l e d in 
the appropriate records of the county or counties and the 
atate in which the Realty Collateral i s located as well as 
the Uniform Commercial Code recorda of the Secretary of 
State or other appropriate office of the state in which any 
Personalty Collateral or any Realty Collateral i a located. 
At Secured Party s reguest Debtor shall execute financing 
statements covering the Personalty Collateral, including but 
not limited to a l l Hydrocarbons sold at the wellhead, and 
Fixture Collateral, which financing statements may be f i l e d 
in the Uniform Commercial Code recorda of the Secretary of 
State or other appropriate office of the atate in which any 
of the Collateral ia located. 

7.7 Limitation on Intereat. I t i a the intention of 
the Debtor and Secured Party to conform s t r i c t l y to usury 
laws, i f any, applicable to the Secured Party. Accord ugly, 
i f the transactions contemplated by the credit Ar eement or 
hereunder would be usurious under appl- -.ble )a>w then, in 
that event, notwithstanding anything to th» contrary in the 
Note (aa defined in the Credit Agreement), the ' edit 
Agreement, thia instrument or in any other ineirument or 
aqreement entered into and in connection with or as security 
for the Note, i t i s agreed ae follows: ( i ) the aggregate of 
a l l consideration which constitutes interest undf-r la</ 
applicable to Secured Party that i a contracted for, taken, 
reserved, charged or received under the Note, the Credit 
Agreement or under this or eny other instrument or agree-

-24-



c 

ment, or otherwise in connection with the Nota ahall under 
no circumstances exceed the maximum amount allowed by such 
applicable law, and any excess shall be cancelled auto
matically and i f previously paid shall, at Secured °arty's 
option be credited by Secured Party on the principal amount 
of the Obligations or refunded by Secured Party to Debtor; 
and ( i i ) in the event that the maturity of the Note i s 
accelerated by reaaon of an election of Secured Party 
resulting from any Event of Default or otherwise or in the 
event of any required or permitted prepayment, then such 
consideration that constitutes interest under law applicable 
to Secured Party may never include more than the maximum 
amount allowed by auch applicable law, and exceaa interest, 
i f any, provided for in the Credit Agreement, the Note, thia 
instrument, ur otherwise, shall be cancelled automatically 
es of the date of such acceleration cr prepayment and, i f 
previously paid, shall, at Secured Party's cntion, be 
crecitad by Secured Party on the principal amount or the 
Obligations or refunded oy Securer* Party to Debtor. 

7.8 Unenforceable or Inapplicable Provisions. I f any 
provision hereof i s invalid or unenforceable, the other 
proviaiona hereof w i l l remain in f u l l force and effect. 

7.9 Rights Cumulative. Each and every right, power 
and remedy herein given to the Trustee or Secured Party w i l l 
be cumulative and not exclusive, and each and every right, 
power and remedy whether spe c i f i c a l l y herein given or 
otherwiae existing may be exercised from time to time and as 
often and in such order as may be deemed expedient by the 
Trustee, or the Secured Party, as the caae may be, and the 
exercise, or the beginning of the exerciee, of any auch 
right, power or remedy wi l l not be deemed e waiver of the 
right to exercir at the same time or thereafter, any other 
right, power or medy. No deley or omission by the Trustee 
or by Secured Party in the exercise of any right, power or 
remedy wi l l impair any auch right, power or remedy or 
operate aa a reiver thereof or of eny other right, power or 
remedy then or thereafter exiating. 

7.10 Waiver by Secured Perty. Any and a l l covenants in 
thi s inatrument may from time to time by inatrument ln 
writing by the Secured Party, be weived to auch extent and 
i n auch manner ae the Trustee or Secured Party may desire, 
but no such waiver w i l l ever effect or impair either the 
Trustee's or Secured Party's rights hereunder, except to the 
extent specifically stated in euch written inatrument. A l l 
changes to and modificetione of thie instrument muet be in 
writing signed by Secured Perty. 
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7.11 Terms. The term "Debtor" as used i n t h i s i n s t r u 
ment w i l l be cons trued ss s ingular or p l u r a l to correspond 
w i t h the number of persons execut ing t h i a inatrument aa 
Debtor . I f more than one person executes t h i s instrument as 
Debte h i s , her , i t a , or t h e i r dut i ea and l i a b i l i t i e s under 
t h i a instrument w i l l be j o i n t and a e v e r a l . The terma 
"Secured Party", "Debtor", and "Truatee" as uaed i n t h i s 
instrument inc lude the h « i - s , executors or admin.rtrator , 
succes sors , r e p r e s e n t s t i v e s r e c e i v e r , t rus teec and a s s i g r s 
o f those p a r t i e s . Th. s instrument i s binding upon Debtor, 
D e b t o r ' s succes sors ard ass igns , and w i l l inure to the 
b e n e f i t >f the T r v s t a e and the T r u s t e e ' a euccessors and 
Secured Party m o i t i successor J and assigr. J . U ess the 
cor.t-j/.t otrerwise - c g - i r e s , t e n s t'sed ir . t h i a in-.trument 
which ate dc "ino i n ths Uniform Commercial Code of Texaa 
ar** uaed with the uear.i.ge therein d e f i n e d . 

7.12 Counterpart s . This inacr*unent msy be executed i n 
anv number of c -u - . t erpprt s , eacn of which w i l l f o r a l l 
purposes be ieeiaed to be cn o r i g i n s l , and 11 of which a r e 
i d e n t i c a l except t h a t , to f a c i l i c a t r recordat ion, i n eny 
p a r t i c u l a r counterpar t portions of E x h i b i t "A" hereto which 
d e s c r i b e p r o p e r t i e a a i tuated i n Counties other then the 
County in which auch counterpart i a to ba recorded may have 
been omitted. 

7.13 GOVERNING LAW. THIS INSTRUMENT, THE CREDIT 
AGREEMENT AND THE NOTE SHALL BE GOVERNED BY, AND CONSTRUED 
IN ACCORDANCE WITH, THE LAW OF THE STATE OF TEXAS (EXCEPT 
THAT TEX. REV. C I V . STAT. ANN. ART. 5069, CH. 15 (WHICH 
REGULATES CERTAIN REVOLVING CREDIT LOAN ACCOUNTS AND 
REVOLVING TRI PARTY ACCOUNTS) SHALL NOT APPLY TO THIS INSTRU
MENT, THE CREDIT AGREEMENT, THE NOTE OR OTHER OBLIGATION OR 
ANY TRANSACTION CONTEMPLATED HEREBY OR THEREBY, SUBJECT, 
HOWEVER, TO THE EFFECT OF APPLICABLE FEDERAL LAW (INCLUDING 
WITHOUT LIMITATION, 12 U . S . C . 8 5 ) . UNLESS CHANGED IN 
ACCORDANCE WITH THE LAW, THE APPLICABLE RATE C E H ING UNDER 
TEXAS LAW (TO THE EXTENT RELEVANT, AND WITHOUT WAIVING 
12 U . S . C . 65) SHALL BE THE INDICATED (WEEKLY) RATE CEILING 
FROM TIME TO TIME IN AFFECT AS PROVIDED IN TEX. REV. C I V . 
STAT. ANN. ART. 5069-1 .04 , AS AMENDED. 

7.14 N- t i c e . A l l notices r equ ired c r permitted to be 
g i v e n by Jebtor , Secured Party or tha Truatee shal." be given 
i n wri t ing and may be e f fec ted by peraonal d e l i v e r y or by 
p l a c i n g the eame i a the U.S . M a i l , r eg i e t ered or c e r t i f i e d , 
r e t u r n rece ipt requeeted, postage prepaid end addressed ee 
fo l lowa: 
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Debtor: Walter Oil & Gee Corporaticn 
240 The Mein Building 
1212 Main Street 
Houston, Texae 77002 
Attn: Na. Emily Herrmann 
(713) 659-1221 

Secured Party: Citibank N.A. 
399 Park Avenue 
i-ew York, Naw Yor* 10C4o 

With a Copy to: Citicor> North America. Inc. 
2100 Citicorp Centar 
:20C Smith Street 
Houston, Texes 77002 
A-tn: Mr. Caie G r i f f i n 

Truste Any noti< as to be given "0 the 
trustee sha. l be delivered to 
Secured P?»rty 

Unless otherwise provided hereby, a l l nocic a ahall be 
deemed given ( i ) upon receipt i f hand delivered or ( i i ) i f 
sent by mail, on the date deposited in the meil. Debtor 
agreea that i t s address shal l be changed only by depositing 
notice of such chenge enclosed in e post-paid wrapper in e 
poet office or o f f i c i e l depository undar the cere and 
custody of the United States Postal Service, c er t i f i ed meil , 
poetegn prepaid, return receipt requeeted, eddreesed to 
Secured Party at the address set out ebove (or to euch other 
address as Secured Party may have dealgnated by notice given 
as provided above, to Debtor). Any euch notice of chenge of 
addreaa of Debtor, 7'ruetee or Secured Perty or other holder 
of the Obligationa ahel l be effect ive f ive business days 
a f t e r such deposit. i.C auch post of f ice or o f f i c i a l 
depository ia located in tho btate of Texee, otherwise to be 
e f fec t ive upon rece ipt . 

7.15 Dutlee of Truatee. I t ahal l be no pert of tiie 
duty of the Trustee to see to eny recording, f i l i n g or 
registration of th ia Deed of Truat or any other instrument 
i n eddition or eupplementel hereto, or to eee to the peyment 
of or be under any duty with reapect to any tex or assess
ment or other governmental cherge which may be levied or 
assessed «~n **ie C o l l a t e r a l , any part thereof, cr against the 
debtor, or to are to the performance or observance by the 
Debtor of eny of the covenante end agreements conteined 
here in . Trustee eha l l not be responsible for the execution. 
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acknowledgment or va l i d i t y of this Deed of Trust OS of env 
instrument in addition or supplemt .tax h.*ret o for the 
sufficiency cf the sec i * ' p rporte- o be crested hereby, 
and makes nc representation in rw^oect thereof or in respect 
ot the rights of the TecureJ. Perty. Trustee eheil heve tne 
right to advise with counsel upon >»ny matters arising 
hereunder and s h e l l be fully protected in relying aa to 
legal matters on thc -Jvice of counse' . Irustee shall not 
*n:ur iny personal L a b i l i t y hereunder except for hia own 
wil l f u mir conduct; and the Trustee sn a i l he/a tha right tc 
r t l y oi any ina.rument. document or aii. nture •urtho-izinc or 
supporting in; action tiker cr propoaed to ba taket b> him 
hereui.Jer, be! iwved bv Lim in good faith to b; genuine. 

7.*6 Condemnation. All awarda an" payments here'.-of. 
-.nd hereafter made for the taking o. or injury tv r.a 
Co.1 lateral, wr any porticn thereof, whether sue*- V 
l.ijury be done under the power of eminent io^sir 
wise, are hereby aa signed, and sha l l ue pa»d t c_. 
' arry. Scared Party i a hereby author zed to collec. a..d 
r rel* t the i oceeds of sv l awards an«* payments and to give 
proper receipts and acquitt nces therefor. JV.ntor hereby 
agrees to make, execute and deliver, upon r» "» it. uny and 
a l l aaaignmenta and other instruments sutfi mat for tha 
purpose of confirming thia assignment of the awardc and 
payments to Secured Party free and clear )f any encumbrances 
of any kind or nature whatsoever. Any such award or payment 
may, at the option of Secured Party, be retained and applied 
by Secured Party after payment of reaaonable attorneya' 
feea, coata and expenaea incurred in connection with the 
collection of auch award or payment toward payment of e l l or 
e portion of the Obligetiona, whether o - not the Coligacionr 
ere tnan due and payable, or be paid over wholjy cr in part 
to Deotor for the purpose of al caring, restoring or re
building "ny part o_ th Co' l a t e r a l which may have been 
altered, damaged or destroyed ee a reeult of eny such 
taking, or other Injury to the Collateral . 

EXECUTED th i a / t / A day of L$CC>mrx6eS~. 1988. 

DEBTOR: 

WALTER OIL & GAS CORPORATION 

-28-
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THE STATE OF 

COUNTY OF j j j h *J t 

Thia instrument was .icknowlacjgad bsfo—* me on 
98 MILL ^ by ( L 

o f Wt^.tT x l & Gaa Corporation, a Texas coi n a t i o n , on 
b e h a l f of sa id corpora t ion . 

r .vi... . WUU5 

«i bw umm l*pm mat 

7sr 

r f "hiblic i n 
S ta te of . E 

and f o r 
X A S 

Notar 
The 
Nane: 
My co.am1ssion expires : 

3DPKS/A 
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EXHIBIT A 

PREAMBLE 
(Texas) 

Thia Exhibit A aata forth the adscript icn of the Oil end 
"as* Properties covered by ths Da. 1 cf tf: ust. Assignment, 
Sccuritv Agreement, Assignment _f Seen.(ty Interssts and 
Liana, aasicr-nr nt oJ Production and v< na..cii.j Statemenc (t v 1 
"Daad of T sv") to .'.ich this --xhibit » is atta >e-\ 
Capitalized terms used ln this Pr amble and * t othe.vise 
^ s i i t e i herein sh '. havs ths men ing a ecribed t arete in 
the , of T i t . 

i i Exhibit A consist* of descriptions of the 
**a .nd mineral Bases, overric'ng tv/tltle* t..d otner 
intr , ts cr .ring -Mids located v i . .in V J * Sta a of Te—«s or 
feden lar loca' ed on rhe Oute Co.it; .enta 1 She and 
offshn-e of" the St ite or* Texas. The nea^^ng f^r aach x se 
or givup of leasss* includes Debtor' Internal a^peow rime. 

2. Exhibit A inc.luc._s on 
following subheadings: 

or more pages witn t...j 

Leaaa; The deacription of the lease or leases in 
vhich Debtor owns an intereat covered by this 
Exhibit. Where applicable, the original 
lsssor and lsssee. Federal Lsass Number, the 
dats of ths lsass, ths lands covsrsd by ths 
lsass and othsr descriptive inforaation 
relating to ths lsass is sst forth. 

Limitations; The information next to this subheading 
dsscribss ths areas under each lea-e in vhich 
Debtor owns sn interest. Such description 
shall in.-xude s l l of Debtor's right, t i t l s and 
intsrsst in ths o i l , gas snd minsral leaee 
and other interests listed in this Exhibit anc 
not. an, interest in excess tnereof. I f "none" 
appears, there are no limitations on Debtor's 
intsrsst in ths treas or dspths undtr tha 
lssse. 

contract Listi Exhibit A may include ons or mors pages vith 
ths heading "Contract List" vhich l i s t certain 
agrssasnts that sffsct Debtor'a intsrest in 

H | | 1 1 1 1 1 ths oi l , gas snd minsral leasss and othar 

OEC 15 
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interests, and Debtor's interest _r. tha vel la 
or units dsscribed or r-f.rred to in ths 
exhibit, vhich o i l , gss and minsral leasss and 
othsr intsrssts snd wells or units srs located 
in ths prospect identified in the heading of 
ths pags of ths exhibit, to ths extent such 
agreenente are in force snd sffsct. Ths 
rsfsrsncs to such agreements shsll not 
constitute a ratification or othsr recognition 
of ths vslidity or effectiveness of such 
sgrseaents o- otherwise revive saas. Such 
contrscts sr. referred to by ths typa of 
agreeaent that affacta Debtor's interest in 
o i l , gas and ai n s r s l Isssss »nd othsr 
interests. klso shown i s the dav. or the 
affective dat of the agreen*n* snd aae 'nents 
th_reto, and th 1 parties to the ac-eeaent. 

fit* srahlp 
.h.-eret>.s: - Exhibit A includes Debtor's Working Intsrsst 

snd ths Debtor's Net Revenue Interest for 
csrtain walls, units or areas covered by s 
l s sss . Ths wells or units srs located in ths 
prospsct idsntifisd in ths hssding of ths 
exhibit, and ths prospsct i s located in ths 
county of ths State of Texas referred to in 
ths dc ription or on "ederal lands located 
on ths outer Continental Shelf snd offshors of 
tha Ststs of Tsxss. Ths wells or units in ths 
particular prospsct srs locator* upon ths lands 
covered by the o i l , gas I i mineral leases, 
overriding royalt i ss or othsr intsrssts 
described in the exhibit that relate to that 
prospsct or lands pooled tnsrsvith. Ths 
descriptions includa ths folloving: 

W i l or Unit HaaeV Ths particular va i l or 
unit locatad vithin tha 
prospsct idsntifisd in ths 
hssding. 

Debtor's Working Intsrsst. Working Tnt-r—ti 

Net Revenue 
Interest: Debtor's Nst Rsvsnus 

Interest. 



The Working Interests and Net Revenue 
Internets are computed an- aet out herein 
after tak:' g into account e l l of the terma, 
provisions snd conditions of ths agreementa 
and other instruments listed on the "Cont.ect 
Li s t . " I t is not ths intention of this 
instrument to cover or include any interest of 
any party other than Debtor; and »t ia 
expressly agreed that any third perty »ose 
interest arises undsr or by virtus or ths 
instruments on the "Contrect List", whether 
dslivsrsd or recorded heretofore or hereafter 
shall not be aubject to this instrumsnt, ior 
shall any further action be required by 
Debtor or Secured Party to evidence auch 
fact; and Secured Party hereby releases a l l 
persons owning auch interests insofar as auch 
interests arise under or are conferred on auch 
persons by virtue of t*>e instruments on the 
"Contract List." 

Th*. debtor's Net Revenue Interest means (i) 
ti t h aspect to a unit for which the Debtor's 
Net Reven Interest i s atated, that interest 
in the applicable o i l or gas production 
producsd, aavad and sold from such unitized, 
poolsd, communitized or part icipat inc* areas 
with rsspsct to ths sxisting interval in which 
the wsll or wells located on such unit ars 
complstsd, wh h i s owned by ths Debtor by 
virtus of its ovnership of ths Debtor's 
Working Intsrest in the leasss includsd in 
whols or in part in such arss aftsr dsducting 
s l l burdens against ths production therefrom, 
and ( i i ) with rsspsct to a wsll for which ths 
Debtor's Net Revenue Interest i s statsd, that 
intsrsst in the existing intsr al in which 
such wall is completed for production a .fter 
deducting a l l burdens against the production 
therefroa which is owned by the Debtor by 
virtus Of its ownership of ths Debtor's 
Working Intsrsst in ths lsass on which such 
wsll i s located. 



"Before Payout" and "After Payout" refer to 
the Debtor's Working Interest and the Debtor1a 
let Revenue Intereat "before payout" and 
"after payout" as defined in the applicable 
joint operating agreesent or other instrument 
affecting the veil or unit as dsnoted in the 
Exhibit. Debtor's interest nay decrease or 
increaae aa e result of a reversionar 
?nterest, en operation wherein Debtor has 
paid coata attributable to the interest of a 
non-consenting party or s consenting party has 
paid costs attributabls to ths intsrsst of 
Debtor aa * non-consenting perty. and the 
consenting perty ie entitled to recover a 
percentage of ita coat, or other cirrumetance 
vhich triggers an increase or decrease in such 
intereat. Debtor makes no undertaking 
concerning the terms and conditlona of the 
reversion or the status of payout, the costs 
that nay be recovered, vhether or vhen such 
recovery haa occurred or v i l l occur, or, in 
the eass of an slsction, vhat election v i l l be 
aade. If aore than one reversionary interest, 
non-consent operation or other circumstance 
affects a veil or unit, "After Payout" 
refers to the occurrence of the reversion of 
ths lest rf reversionary interest recoup.aent 
ci such othir circumstance. 

\f loat\preaable. sxh 
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6AIYE3T0N STATE LEASE 175-S PROSPECT ^ T m 4 

Lease: The State nf Texas 011 and Gas Leas. No. 90571 dated October 
2, 1984, by and between Garry Mau.-o, Commissioner of the 
General Land Office of The State of Texas, Lesser, and 
Zapata Exploration Coapany, Pend Oreille 011 & Gas Coinpany 
and TXP Operating Coapany, Lessees, covering Tract 175-S, 
Gulf of Mexico, Galveston County, Texas, containing 640 
acres, as shown on the official aap of the Gulf of Mexico on 
file in the General Land Office in Austin, Texas. 

L1e1tatIons: None 

Contract List: 

(a) The Lease. 

(b) Faraout Agreenent dated Noveaber 24, 1986 between Pend Oreille Oil & Gas 
Company, as Farmer, and TXP Operating Coapany and Halter 011 & Gas 
Corporation, as Farmees. 

(c) Participation Agreement dated December 10,' 1986 between TXP Operating 
Conpany and Walter 011 & Gas Corporation. 

(d) Assignment of Overriding Royalty Interest dated November 14, 1985 from 
Pend Oreille 011 & Gas Company, et a i . , to Floyd F. Foster, Jr. d/b/a/ F. 
F. Foster & Associates, recorded In the Real Property recorcs of 
Galveston County, Texas under File Code No. 004-24-0613. 

(e) Assignment of 011 and Gas Leases dated effective January 1, 1987 from 
Zapata Exploration Coapany to Halter 011 & Gas Corporation, recorded in 
the Real Property Records of Galveston County, Texas, under File Code No. 
005-06-1487. 

( f ) Participation Agreement dated January 21, 1987 batween Halter 011 & Gas 
Corporation, on the one hand, and J. C. Halter, I I I , G. and P. Compar/, 
Jack J. Horton, Jr., and J. E. Bishop, Inc., on the other hand. 

(g) Partial Assignnent of 011 and Gas Leases dater" effective June 6, 1987 
froa Pend Oreille 011 & Gas Coapany, a; Assignor, te TXP Operating 
Conpany and Halter 011 & Gas Corporation, as Assignees, recorded In the 
Real Property Records of Galveston County, Texas under Film Code No. 
005-73-2071. 

(h) Assignnent of Overriding Royalty Interest dated effective June 7, 1987 
fron Halter 011 & Cas Corporation to Robert 0. Jolly, t t al . 

(1) The Halter 011 & Gas Corporation 1986 Exploration hrogran Agreesent dated 
effective as of January 1, 1986, between Halter 011 and Gas Corporation, 
as Program Manager, and Rowan Petroleun, Inc., IP Petroleum Conpany, Inc. 

R I i ^ i ^J n ^ m p 0 i l C° a P a n y » ** Participant. 

DEC 15 ntr / 
mmmniii ̂ wprnant S*ry ics 

Ucsmi .hnvironraant 
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( j ) Assignaent dated effective as of June 8, 1987, between Halter 011 & Gas 

Corporation, as Assignor, and rtowan Petroleua, Inc. , et a l , as Assignees. 

(k) Texas State Haters Consultant Agreement dated J,ne 15, 1983, by and 
between F. F. Foster and Associates, Pend Oreille 011 & Gas Conpany and 
Zapata Exploration Conpany, as anended by Letter Agreements dated July 
15, 1983, July 19, 1983 and October 12, 1983, and by Letter Agreements 
dated June 15, 1984 and Nay 2, 1985, by and between F. F. Foster and 
Associate:, Pend Oreil le 011 & Gas Conpany, Zapata Exploration Corn ?"y 
and TXP Operating Conpany. 

(1) Texas State Waters Op<r.at1ng Agreement dated Seotenber 28, 1983, but 
effective June 15, 1983, by and between Pend O r e ' n . Oil f Gas Company 
and Zapata Exploration Conoany. 

(n) Letter Participation Agreenent dated Harch 26, 1984, by and between TXP 
Operating Conpany, Zapata Exploration Conpany and Pend Oreille OH ft. uas 
Company. 

(n) Letter Agreenent dated January 16, 1986. l>etween Walter 0-i a ._s 
Corporation and Zapata Exploration Conpany. 

(o) Easement on State Land Bearing Misc. Easement No. 870C74 dated April 22, 
1987, from the State of Texas, as Grantor, to Halter Oil & Gas 
Corporation, as Grantee. 

(p) Division Order dated July 27, 1987, fron Halter Oil & Gas Corporation tc 
Permian Operating Limited Partnership. 

(q) Short Tem Gas Purchase Contract dated June 1, 1987, between Southeastern 
Marketing Company, as Buyer, and Halter 01! li Gas Corporation, as Seller, 
as aaended by Letter Agreenent dated December 17, 1987. 

( r ) Gas Transportation Agreenent dated August 1, 19S8, between Winnie 
Pipeline Conpany, as Transporter, ard Halter 011 & G_s Corporation, as 
Shipper. 

Ownership Interests: Halter Oil h Gas Corporation's ownership Interests In 

the above described property art as follows: 

Working Int t r t t t 15.75521% 

Ntt Revenue Interest 11.42253% 

GALVESTON STATE LEASE 175-S 



GALVESTON BLOCK 350 PROJECT 

Uase: Oil and Gas leasa of Submerged Lands dated Septenber 1, 
1981, by and between tne United States of America, as 
Lessor, and Transco Exploration Company, et al, as Lessee, 
bearing Serial No. 0CS-_-47Zl covering all of Block 350, 
Galveston Area, as shown on OCS Official Leasing Kip, Texas 
Map No. 6. 

Limitations: Walter Oil ft Gas Corporation's Interest in the Lease is 
Halted to operating rights covering depths from the surface 
of tht earth down to tnd including one hundrtd fttt (100') 
below the stratigraphic equivalent of the base of the Tex 
W-2 sand, which sand 1$ identified at a measured depth of 
7656 feet on the ISF log for the TXP Operating Company OCS-
G-4721, Well No. 1 located at surfact location of 4704 feet 
from the south line and 3440 feet from the west line of 
Block 350, Galveston Arta, Offshore, Texas 

Contract List: 

(a) The Lease. 

(b) Farmout Agreement dated July 1, 1987 bttwttn TXP Operating Company, 
Entrgy Development Corporation, and Oneok Exploration Company, as 
Farmors, and Walter Oil ft Gas Corporation, as Farmee, as amended by 
Letter Agreements dattd August 28, 1987, Stptembtr 25, 1587 and October 
9, 1987. 

(c) Assignnent of Operating Rights dtttd effective as of October 18, 1987 
fron TXP Operating Conpany, et al , as Assignors, to Walttr Oil ft Gas 
Corporation, as Assignee. 

(d) Asstgrwaent of Ovtrrldlng Royalty Interest dtttd tfftctivt as of October 
19, 1987 fron Walttr Oil ft Gas Corporation, as Assignor, to Robert D. 
Jolly, tt t l , ts Assignees. 

(t) Only as to thost parties named In this subparagraph (t), that certain 
Walttr 011 ft Gas Corporation 1987 Exploration Program Agreement dated 
effective ts of January 1, 1987 bttwttn Walttr Oil ft Gas Corporation, as 
Progran Managtr, and Zilkha Entrgy Conpany, IP Petroleum Company and 
Lignum 011 Conpany, as Participants. 

(f) Only a* to thost parties named In this subparagraph (f), thtt certain 
Walttr 011 ft fits Corporation 1987 Exploration Pro' am Agreement dated 
tfftctivt tt of January 1, 1987 bttwttn Walttr Oil • i ts Corporation, as 
Progran Manager, tnd Walttr Otvtlopntnt Corporation, ts Participant. 

(g) Only ts to thost parties nantd In this subparagraph (g), thtt certair. 
Otvtlopntnt Agreenent dattd tfftctivt as of January 1, 1987 between 
Walter 011 ft Gas Corporation and Walttr Otvtlopntnt Corporation. 



o © 
(h) Assignment of Operating Right, date, effective October 26, 1987 bt_wcen 

Halter 011 & Sas Corporation, as Assignor, and Zilkha Energy Coapany, et 
a l , as Ass'gnats. 

(1) Lateral lint Interconnect and Re 1 Bourse.-r-t Agreernent dtttd July S, 
1988, between Transcontinental Gis Pl"«* Li Corporation and Halter 011 
& .a.n Corporation. 

Ownership Interests: Halter Oil « fits Corporation's ownership interests In 
tht above descr'bed property trt ts follows: 

Before Lessor Afttr Lessor 
Profit Sharing Profit Sharing 

Working Interest 13.08538% (1,6.54268% 

Net Revenue InttrtSt 11.482*0% 5.35845% 

'^Walter 011 ft Gas Corporation's working Interest ownership reflected 
abov. under the column "After Lessor Profit Sharing* 1s ntt of tht 50% 
ten Profit Share Int.rtst reserved by tht United Stttts of America 
.nder the Letst. 

GALVESTON BLOCK 350 



GALVESTON BLOCK 351 PROSPECT 

Lease: Oil and Gas Lease of Submerged Lands dated effective as of 
October 1, 1987, by and between the United States of 
Aaerica, as Lessor, and Halter Oil a <Us Corporation, as 
Lessee, bearing Serial No. OCS-G 9047, covering al l of Block 
351, Galveston Area, as shown on OCS Official Leasing Map, 
Texas Map No. 6. 

Limitations: None 

Contract List: 

(a) The Lease. 

(b) Assignment of Overriding Royalty Interest dated effective as of October 
1, 1987 fron Halter Oil I Gas Corporation to Robert D. Jol ly, ot a l . 

(c) Only as io those oartlni naaed In this subparagraph (c ) , that certain 
Halter 011 & Gas .rporation 1987 Expl *at1on Progran Agreenent dated 
effective as of January 1, 1987 between titer Oil 4 Gas Corporation, a. 
Program Manager, and Zilkha Energy Coat «y, IP Petroleun Conpany, Inc., 
and Lignum 011 Conpany, as Participants 

(d) Only as to those parties named In this subparagraph (d), that certain 
Halter Oil I Gas Corporation 1987 Exploration Progran Agreenent dated 
effective as of January 1, 1987, between Halter Oil a Gas Corporation, 
as Program Manager, and Halter Developaent Corporation, as Participant. 

(e) Developaent Agreenent dated effective as of Januar 1, 1987, between 
Halter Oil & Gas Corporation and Halter Developaent Corporation. 

( f ) Assignaent dated effective as of October 2, 1987, betwoen Halter Oil a 
Gas Corporation, as Assignor, ind Zilkha Energy Conpany, t t a l , as 
Assignees. 

Ownership Interests: Walter Oil I Gas Corporation's ownership Interests in 

tht above oescribed property tr t ts ftilows: 

Working Int tr t t t 18.66579ft 

Ntt Revenue Interest 15.165.5ft 

r 
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GALVESTON BLOCK 38S PROSPECT 

Lease: Oil and Gas Lease of Subnerged Lands dated November 1, 1985, 
executed on behalf of the United States of America, as 
Lessor, In favor of Texas 6a; Exploration Corporation, et 
al, as Lessee, bearing Serial No. OCS-G-8132, covering all 
of Block 385, Galveston Arta, as shown on OCS Official 
Leasing Map No. 6. 

Limitations: Walter 011 & Gas Corporation's interest In this Lease is 
limited to operating rights covering depths fron the surface 
of the earth down to the stratigraphic equivalent of 7,369 
feet true vertical depth In tht Walter Oil & Gas Corporation 
OCS G-8132, Well No. 2, located on Galve.ton Block 385. 

Contract List: 

(a) The Lease. 

(b) Farmout Agreenent dtted April 6, 1987 bttwttn SONAT Exploration Company 
tnd CSX 011 & Gas Corporation, as Farmors, and Walttr Oil ft Gas 
Corporation, as Farmee, as anended by Letter Agreement dated April 21, 
1987. 

(r) Partial Assignment of Operating Rights dattd tfftctivt as of July 30, 
1987 between SONAT Exploration Company, and CSX 011 & Gas Corporation, 
ts Assignors, and Walttr Oil ft Gas Corporation, as Assignee. 

(d) Assignment of Overriding Royalty Interest dat i tfftctivt ts of July 31, 
1987 fron Walttr Oil ft Gas Corporation to Rc *t D. Jolly, tt el. 

(t) Only as to thost parties named In thi* subparagraph (e), that certain 
Participation Agreement dated June 4, 1987 bttwttn Walter 011 ft Gas 
Corporation and Sequoia Associates Limited (predecessor in Inttrest to 
Bechtel Energy Partners, Ltd.). 

(f: Only as to thost parties named In this subparagraph (f), thtt certain 
Walttr Oil I Gas Corporation Exploration Progran Agreement dtted as of 
January 1, 1987 bttwttn Walter 011 I Gts Corporation ts Progran Manager 
tnd Zilkha Energy Company, I? Pet.oleum Company, Inc. and Lignum Oil 
Company, as Participants. 

(9) Only as to thost parties named 1n this subparagraph (g), thtt certain 
Walttr 011 I Gas Corporation 1987 Exploration Program Agreement dtted as 
of January 1, 1987. bttwttn Walttr Oil ft Gts Corporation and Walttr 
Otvtlopntnt Corporation. 

(h) Otvtlopntnt Agreenent dtttd tfftctivt ts of January 1, 1987, bttwttn 
Walter 011 I Gts Corporttion tnd Walter Otvtlopntnt Corporation. 

(1) Assignnent of Operating Rights dtttd tfftctivt as of Stpttnbtr 10, 1987, 
bttwttn Walttr Oil ft Gts Corporation, ts Assignor, tnd Zilkha Energy 
Corporation, tt t l . , ts Assignees. 



Ownership In t t r t t t * : Walttr Oil a Gas Corporation's own • ship interests in 
th t above described pmer ty are as ol l .-w: 

Well N 2 
Afttr layout 

Well No. 2 and All Other 
Before Payout Production 

Working Interest 18.00994% 13.00994% 

Net Revenue Interest 13.16977% I S.E2591% 

Payout: As defined 1n thc Farmout Agreement described In Hem (b) 
above. 

GALVESTON BLOCK SSS PROSPECT 
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GALVESTON BLOCK 389 PROSPECT 

Least; v'i and Gas Laast of Submerged Lands dattd tfftctivt as of 
wectabtr 1, 1979, by and bttwttn tht Unlttd Statts of 
America, as Ltssor, and Mesa Petroleum Co., ts Ltsstt, 
bearing Serial No. OCS-G-4259, covering an of Bloclc 389, 
Galveston Arta, as shown on OCS Leasing Nap, Texas Nap No. 
6. 

Limitations: 72.22222% of Halter 011 ft Gas Corporation's Interest 1n this 
Lease covers record title interest, as to all depths; 
however, 27.77777% of Its interest U limittd tr operating 
rights covering depths from t.he surface of the earth down to 
a depth 100 feet below tht stratigraphic equivalent of a 
true vertical depth of 7,700 feet as seen in tht Walter Oil 
ft Ga: Corporation OCS-G-4259, tell No. 1, located on 
Galv. *jn Block 389. 

Contract List: 

(t) Tht I ice. 

(b) Assignaent dated effective October 1, 1984, froa Ttxaco Inc., as 
Assignor, to Walter 011 ft Gas Corporation, as Assignee. 

(c) Assig, "ent dattd tfftctivt July 18, 1984, froa Mesa Petroleua Co., as 
Assignor, to Walter Oil ft Gas Corporation, as Assignee. 

(d) Sublease Agreeaent dated June 29, 1984, bttwttn Ttxtco Inc. and Halter 
Oil ft Gas Corporation. 

(a) Faraout Agreeaent dtttd uune 6, 1984, between Ktst Petroleua Coapany and 
Walter Oil ft Gas Corporation. 

(f) Assignment of Overriding Royalty Interest dtted tfftctivt ts of October 
2, 1984, froa Walter Oil ft Gas Corporation, as Assigncr, to Robert 0. 
lolly, tt t l , as Assignees. 

(g) As applicable: thtt ctrttin Walter Oil ft Gts Corporation 1982-1984 
Exploratioa Prograa Agrttatnt dattd April 1, 1982, bttwttn Walter Oil ft 
Gas Corporat on tnd Rowan Petroleua, Inc.; Htlttr Oil ft Gas Corporation 
1983-1984 Exploration Prograa Agrttatnt dtttd December 1, 1983, by and 
between Halter Oil ft Gas Corporation and Staaptr Drilling Corporation, 
tt al; Halttr Oil ft Gas Corporation 1983-1984 Exploration Prograrn 
Aqreeaent dattd January 1, 1983, betwten Walter 011 ft Gts Corporation 
and William Ctci'i DeArean; Walter (HI 4 Gts Coloration 1983-1984 
Exploration Program Agreement dated January 1, 1983, bttwttn Halter Oil 
ft (Us Corporation tnd Jimmy F. Howell, M. 0.; Htlttr Oil ft Gas 
Corporatior 1984 Exploration Prograa Agrttae.t dattd April 12, 1984, 
between Halttr Oil ft Gas Corporation and Un Tome Venture Corporation; 
Haittr Oil ft fits Corporation 1984 Exploration Program Aqreement dated 
J-ne 1, 1984, between Htlttr Oil ft Gts Corporation and IP Petroleum 

r 
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Company, Inc.; Walter 011 I Gas Corporation 1984 Explorat'.. 
Agreement dated April 12, 1984, betwoen Walter 011 a Gas Corpora l . 
Harold H. Hammer. 

(h) Joint Venture Agreemont dated June 15, 1S34, as amended, between Walter 
011 & Gas Corporation and various "Walter Participants" Identified 
therein, on tho one hand, and Walter/NH Limited Partnership, on the 
other hand, creating the Walter 011 A Gas Offshore Development Joint 
Venture. 

(1) Participation Agreement dated November 1, 1984, between Walter 011 & Sas 
Corporation and Walttr 011 I Hinerals Corporation. 

(J) Assignments of Operating Rights dated t f f t c t i v t as of Octooer 3, 1984, 
froa W.lter Oil A Gts Corporation, as Assignee, to Rowan Petroleum, 
Inc., t t a l , as Assignees. 

(k) Offshore Opertting Agreeaent dated t f f t c t i ve ts of Junt 29, 1984, 
between Walter 011 & Gas Corporation, as Operator, tnd Sequoia 
Associates Liaited, ts Nonoptrator. 

(1) Sales Agreeaent dt t td effective Hay 1, 1985, between Walter 011 ft Gas 
Corporation, as Buyer, and JKR Entrgy, Inc., as Seller. 

(a) Cordensate Handling Agreeaent dated June 1, 1985, bttwttn Harathon Oil 
Company and Sun 011 Company, on the one hand, and Walt 011 I Gas 
Corporation and Sequoia Associates Limited, on tht othtr hand. 

(n) Division Ordtr d t t td April 30, 1987, froo Walter Oil t Gts Corporation 
to JH Petroleua Corporation. 

(o) Platfona Use Agreement dated effective as of July 1, 1985, between 
Houston Oil A Minerals and Ktrr-HcStt Corporation, on the one hand, and 
Walter Oil Gas Corpc-at Ion, on tht othtr hand. 

(p) Se-vice and Maintenance Agreeaent dtted July 21, 1985, bttwttn Walttr 
Oil ft Gas Corporation and Tenneco Oil Coapany, as aaended by L t t t t r 
Agreement dtt td October 3, 1086. 

(q) Agreeaent dattd December 30, 1986, between Seagull Entrgy E&P, Inc., 
Walttr 011 ft Gts Corporation and Sequoia Associates Liaited. 

( r ) Assignaent of Easements and Bi l l of Salt dtttd t f f t c t i v t Oectabtr 31, 
1986, bttwttn Walttr Oil ft Gts Corporttion and Sequoia Associates 
Liaited, as Sellers, tnd StaguV. Entrgy E&P, I r e , as Buyer. 

GALVESTON BLOCK 389 PROSPECT 

f 
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Ownership Intarost: Halttr 011 li fiat Corporat-on's owntrthip Inttrttts 1n 

tht abc ve described Proporty trt at follows: 

Working Interest 5.902*5% 

Ntt Revenue Interest 4.72337% 

6ALVES1JN BLOCK 389 

/o 
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MATAGORDA BLOCK 525-L PROSPECT 

Lease: Oil aid Gas Lease bearing No. M-92454 dated April 7, 1987, 
froa tho State of Texas, as Lessor, to Halter 011 & Gas 
Corporation, as Lessee, covering Tract 525-L, SE/4, Gulf of 
Mexico, Matagorda County, Texas, containing 1440 acres, as 
sown on the official aap of tho Gulf of Mexico thon on file 
In the General Land Office, Austin, Texas, and recorded in 
Volume 154, Pages 288-294 of the Official Records of 
Matagorda County, Texas. 

Limitations: None 

Contract List: 

(a) The Lease. 

(b) Assignment of Overriding Royalty Interest dated effective as of April 8, 
1987 fron Halter Oil & Gas Corporation, as Assignor, to Robert D. Jolly, 
et al, as Assignees. 

(c) Only as to those parties naaed In this subparagraph (c), that certain 
Halter 011 A Gas Corporation 1987 Exploration Prograa Agreeaent dated 
effective as of January 1, 1987, between Halter 011 I Gas Corporation, 
as Prograa Manager, and Zilkha Energy Coapany, IP Petroleum Company, 
Inc. and Lignum Oil Coapany, as Participants. 

(d) Only as to those parties naaed In this subparagraph (d), that certain 
Halter 011 a Gas Corporation i?87 Exploration Prograa Agreeaent dated 
effective as of January 1, 1987, between Halter 011 I Gas Corporation, 
as Prograa Manager, and Halter Developaent Corporation, as Participant. 

(a) Only as to those parties naaed In this subparagraph (o), that certain 
Participation Agreement dated June 16, 1987, between Halter Oil & Gas 
Corporation, on tho ono hand, and J. C. .ialter, Jr., J . C. Halter, III, 
•nd J. E. Bishop, Inc., on tho other hand. 

(f) Only as to those parties named in this subparagraph (f), that certain 
Development Agreement dated effective as of January 1, 1987, between 
Halter Oil I Gas Corporation and Halter Development Corporation. 

(g) Assignaent dated effective as of April 9, 1987, between Walter Oil 1 Gas 
Corporation, as Assignor, and Zilkha Energy Coapany, ot al., as 
Assignees. 

(h) fits Supply Contract dated February 12, 1988, between Walter Oil & Gas 
Corporation, as Seller, and Entex, as Buyer, as amended by Letter 
Agreeaents dated February 15, 1988 and July 26, 1988. 

(f) tes Transportation Agreement dated effective as of February 14, 1988, 
between Texas Offshore Matagorda Coamet and Transio Coapany, as 
Transporter, and Halter Oil I Gas Corporation, as Shipper. 



c 
( j ) Condensate Separator and Gas Dehydration Facilities Agreeaent dated 

February 12, 1988, between Tejas Power Corporation and Halter Oil & Gas 
Corporation, as aaended by Letter Ag»eeuent dated April 7, 1988. 

(V) l.ettar Agreement dated Jur.e 7, 1988. botwaei Texas Offshore Natagorda 
Commet and Transco Coapany, and Walter Oil A Gas Corporation. 

Ownership Interests: Walter Oil A Gas Corporation's ownership intererts In 

the above describee property cr% as follows: 

Working Interest 27.42P54* 

Net Revenue Interest 20.05785% 

MATAGORDA BLOCK 525-L PROSPECT 
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MÂ AttOROA ISLAND BLOCKS 565/558 PTOSPECT 

Lease: Oil and Gas Laasa cf Submerged Lands bearing Serial No. 
OCS-G-4138, by and between the United States of America, as 
Lessor, and Marathon Oil Coapany. Amerada Hess Corporation 
and The Louisiana Land and Exploration Coapany, as Lessee, 
data^ effect-;.e as of October 1, 1975, covering that portion 
of BloiHs 358 and 565 sea\ard of the Three Harliie League 
Line, Matagorda Island Area, as shown on OCS Official 
Leasing Map, Texas Map No. 4. 

L Imitations: Walter Oil ft Gas Corporation's interest In the Lease 1s 
limited to depths froa the surface of the earth down to a 
true vertical depth of 8,500 feet beneath the surface. 

Contract List: 

(a) The Lease. 

(b) Assignment dated effective as of Septenber 24, 1984, between >'a«-athon 
011 Conpany, as Assignor, and Walter Oil ft Gas Corporation, as Mssig.iee. 

(c) Letter Agreenent dated September 24, 1984, between Marathon Oil Company 
and Walter 01 1 ft Gas Corporation. 

(d) Assignment dated effective as of April 24, 1986, between Amerada Hess 
Corporation, as Assignor, and Walter 011 ft Gas Corporation, as Assignee. 

(e) Agreenent dated effective «s of April 24, 1986, between Aaerada Hess 
Corporation and Walter Oil ft Gas Corporation, as anended by Letter 
Agreements dated Hay 8, 1986, June 24, 1986, October 15, 1986 and 
December 23, 1986. 

( f ) Assignnent of Operating Rights dated effective as of Decenber 31, 1986, 
between Walter 011 ft Gas Corporation, as Assignor, and Marathon 011 
Conpany and Aaerada Hess Corporation, as Assignees. 

(g) Letter Agreenent dated April 19, 1988, between Walter Oil ft Gas 
Corporation, on the one hand, and Aaerada Hess Corporation and Harathon 
011 Company, on the other hand, as aaended by Letter Agreenent dated 
June 16, 1988. 

(h) Assignaent of Overriding Royalty Interest dated effective as of April 
25, 1986, fron Walter 011 ft Gas Corporation, Assignor, to Robert 0. 
•Jolly, et a l , as Assignees. 

(1) As applicable: that certain Walter 011 ft Gas Corporation 1982 1984 
Exploration Progran Agreenent dated April 1, 1982, between Walter Oil ft 
Gas Corporation and Rowan Petroleun, Inc . , Walter Oil ft Gas Corporation 
1983-84 Exploration Program Agreement dated December 1, 1983, hy and 
between Walter 011 ft Gas Corporation and Stamper Drill ing Corporation, 
et a l . , Walter Oil ft Gas Corporation 1983-84 Exoloration Prograrr 
Agreement L<ated January 1, 1983, between Walter 011 ft Gas Corporation 
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(J) 

(1) 

(m) 

(n) 

(o) 

(P) 

(q) 

<r) 

and William Cecil DeArnan, Walter 011 I Gas Corporation • :83-S4 
Exploration Program Agreement dated January 1, 1983, between Walter Oil 
a Gas Corporation and J1eny F. Howell, M.D., Walter Oil & Gas 
Corporation 1984 Exploration Program Agreement dated April 12, 1984, 
between Walter 011 & Gas Corporation and San Tome Venture Corporation, 
Walt. Oil & Gas Corporation 1984 Exploration Program Agreement dated 
U V J ». 1984, between Walter Oil & Gas Corporation and IP Petroleum 
Com any, Inc . , Walter 011 A Gas Corporation 1984 Exploration Program 
Agreement dated April 12, 1984, between Walter 011 & Gas Corporation and 
Harold H. Hammer. 

That certain Joint Venture Agreement da- -d June 15, 1984 as amended, 
between Walter 011 A Gas Corporation and various "Walter Participants" 
identified therein, on the one hand, and Walter/NM limited Partnership, 
on the other fc»nd, creating the Walter 011 & Gas Offshore Development 
Joint * tl; 

Ass f ^it '.parating Rights dated effective as of April 26, 1986, 
betwtct . " a l l & Gas Corporation, as Assignor, and Rowan Pet-oleum, 
Inc., et 4 , as Assignees. 

Easement on State Land beanrg Misc. Easement No. ME 860136 dated August 
21, 1986, between The State j f Texas, as Grantor, and Walter Oil & Gas 
Corporation, as Grantee 

Lettsr Agreement dated June 30, 1988, between Walter 011 & Gas 
Corporation and The Northwestem Mutual Life Insurance Company, 
pertaining to OCS-G-4138, Well No. 11. 

Participation Agreement dated July 11, 1988, between Walter Oil & Gas 
Corporation, on the one hand, and J . C. Walter, J r . , J . C. Walter, I I I , 
•Mil Carole W. Looke, on the other hand, pertaining to 0CS-G-413d, Well 
No. 11. 

Letter Agreement dated July 5, 1988, between Walter Oil & Gas 
Corporation and Walter Development Corporation, pertaining to OCS-G-
4138, Well No. 11. 

Interconnect Agreement dated September 29, 1986, between Matagorda 
Pipeline Partnership and Walter 011 & Gas Corporation. 

Transportation Agreement dated September 17, 1986, between Matagorda 
Pipeline Partnership and Walter Oil & Gas Corporation, as amended by 
Letter Agreements dated September 19, 1986, January 8, 1938, and October 
20, 1988. 

Division Ordar dated January 13, 1**J7, from Walter 011 A Gas Corporation 
to JM Petroleum Corporation 

MATAGORDA ISLANO BLOCKS 565 '558 PROSPECT 



c 
(i) Gas Transportation Agreement dated at of February 14, 1968, between 

Texas Offshore Natagorda Cosset and Transco Coapany, as Transporter, and 
Nalter Oil ft Gas Corporation, as Shipper. 

(t) Condensate Separation and Gas Dehydration Facilities Agreement dated 
February 12, 1968, between Tejas Power Corporation and Walter 011 ft Gas 
Corporation, as aaended by Letter Agreeaent datod April 7, 1988. 

Ownershl. forests: 

Wor'Jng Interest 

Net Revenue Interest 

Walter 011 ft Gas Corporation's ownership Interests In 
the above described Propsrty are as follows: 

ffoforo Paypui' 

AH Production Othtr 
than f rot Well No. 11 

P».yout 'T- • *5yp'Jt After Payout 

30.41971% 

22.00359% 

30.41971% 

21.22408% 13.786 ,e>X 

?6.00847% 

U. 14632% 

Payo.t: For Well No. U, as defined In the letter Agr»«o.«nt 
described In Itea (g) above, and for all production .>ther 
than froa Well No. 11, as defined in tiie Assignment of 
Overriding Royalty Interest described In ir.? (h) above. 

NATAGORDA ISLAND SLOCKS 56*5/558 



HATA60R0A SiOCK 557 PROIPECT 

Lease: Oil and Gas Lease ho. OCS-G-413/, fron the United Statu of 
America, as Lessor, to Marathon Oil Coroany, Amerada Hess 
Corporation and Tht Louisiana Land and Exploration Company, 
as Lessees, dattd effective ax of October 1, 1979, covering 
that portion of Bl' 557 seaward of tho Three Marina League 
Line, Matagorda i..and Area, as shown on OCS Official 
Lotting Map, Texas Map No. 4, containing 5620 acres. 

Limitations: 

(a) As to the Northwest Quarter (NW/4) of tho Leaie; 
operating rights fron tho surface of the earth down to 
and Including the stratigraphic equivalent of 10,100 
feet. T.V.D.. as shown at a measured depth of 13,700 
feet on the Deal Induction log for the Walter Oil I 
Gas Corporation OCS-G-4137, Well No. 3. 

(b) As to the Northeast Quarter (NE/4) of the Lease; 
operating rights fron the surface of the earth down to 
and Including the stratigraphic equivalent of 10,200 
feet T.V.D., as shown at a neasured depth of 11,727 
feet M the Dual Induction Focused Log Run f3, In Elf 
Acquitaine, Inc.'s Well No. A-4, located on Block 557, 
Matagorda Island Area, down to and Including the 
stratigraphic equivalent 9,665 foet T.V.D., as 
shown at a neasured deptv 13,100 feet on the Oual 
Induction log for tho v..Uer Oil 6 Gas Corporation 
OCS-G-4137, Well No. 4, STH No. 3. 

Contract List; 

(a) The Lease. 

(b) Faraout Agreenent dated February 1, 1966, between Marathon Oil Comoany, 
Amerada Hess Corporation and The Louisiana Land and Exploration Company, 
as Farmors, and Walter 011 ft Gas Corporation, as Farmee, covering the 
NW/4 of the Leaso (1,300 acres), as anended by Agreement dated Harch 17, 

(c) Faraout Agreeaent diced January 12, 1967, bttwttn Harathon Oil Conpany, 
Amerada Hess Corporation and Tht Lou1-1 ana Land and Exploration Coapany, 
ts Farmors, and Wal .tr 011 ft Gts Corporation and TXP Operating Conpany, 
ts Farmees, covirIng tht NE/4 of tht Lttst (1,440 acres). 

(d) Participation Agreement dated September 18, 1166. bttwttn Walttr 011 ft 
Gas Corporation tnd TXP Operating Conpany, as amended by Lttttr 
Agreeaent dtttd April 19. 1966. 

/o 



c 
(t) Letter Agreement dated January 28, 1987, bttwttn Walttr Oil ft Gas 

Corporation, on tht ono hand, and Elf Aquitaine, Inc. and BelNorth 
Petroleua Corporttion, on the other hand. 

(f) The Walter Oil I Gas Corporation 1986 Exploration Prograa Agreeaent 
dated effective as of January 1, 1986, bttwttn Walter Oil I Gas 
Corporation, as Prograa Manager, and Rowan Petroleua, Inc., IP Petroleuin 
Conpany and Llgnua Oil Company, as Participants. 

(g) Joint Venture Agreeaent dated June 15, 1984, as aaended, between Walter 
Oil ft Gas Corporation and various "Walter Participants" Identified 
therein, o.i the one hand, and Walter/NM Halted Partnership, on the 
other hand, creating the Walter Oil ft Gas Offshore Development Joint 
Venture. 

(h) Assignaent of Operating Rights In Oil and Gas Lease dated effective as 
of Nay 22, 1987, bttwttn Marathon Oil Coapany, Aaerada Htss Corporation 
and The Louisiana Land and Exploration Coapany, as Assignors, and Walter 
Oil ft Ga "orporatlon and TXP Operating Coapany, as Assignees, covering 
the NW/4 of the Lease. 

(1) Assignaent of Operating Rights In Oil and Gas Lease dated effective as 
of July 18, 1987, between Marathon Oil Coapany, Aaerada Hess 
Corporation, and The Louisiana Land and Exploration Coapany, as 
Assignors, and Walttr 011 ft Gas Corporation and TXP Operating Coapany, 
as Assignees, covering the NE/4 of the Letst. 

( j ) Assignnent of Overriding Royalty Interest dated effective as of July 19, 
1987, between Walter 011 ft Gas Corporation and TXP Operating Coapany, as 
Assignors, and Robert 0. Jolly, tt al , as Assignees. 

(k) Assignments of Operating Rights dated effective as of July 20, 1987, 
between Walter Oil ft Gas Corporation, as Assignor, and Rowan Petroleua, 
Inc. and Walter/NM Liaited Partnership, as Assignees, covering the NW/4 
of the Lease. 

(1) Assignments of Operating Rights dtted effective ts of July 20, 1987, 
between Walter Oil ft Gas Corporation, as Assignor, and Rowan Petroleun, 
Inc. and Walter/NM Liaited Partnership, as Assignees, covering the NE/4 
of the Lease. 

(a) Gas Transportation Agreeaent dtted ts of February 14, 1988, bttwttn 
Ttxas Offshore Matagorda Coaaet and Transco Coapany, ts Transporter, tnd 
Walttr Oil ft Gts Corporttion, as Shipper. 

(n) Condensate Separation tnd Gas Dehydration Facilities Agreement dated 
February 12, 1988, between Tejas Power Corporation and Walter 011 ft Gas 
Corporation, as amended by Lttttr Agreement dtttd April 7, 1988. 

MATAGORDA ISLANO BLOCK 557 PROSPECT 



(o) Crude Oil Purchase Agreeaent dtted March 22, 1988, between rftnthc i 
Petroleun Coapany, as Buyer, and Halter C11 I Gas Corporation . i 
Seller, as aaended by Letter Agraaaants dated April 29, 1988, June 6, 
1988 tnd September 30, 2988. 

Ownership Interests: Halttr Oil I Gas Corporation's ownership Interests In 
the above described property ara as follows: 

(a) Northwest Quarter of Block SS7 

Hell No. 3 
After Payout 

Hell No. 3 and All Other 
Before Payout Production 

Working Interest 16.16253% 16.16253% 

Net Revenue Interest 11.79865% 11.28679% 

Payout: As defined In the Faraout Agreeaent described In Hem (b) 
above. 

(b) Northeast Quarter of Block 557 

Well No. 4 
After Payout 

Hell No. 4 and All Other 
Before Payout Production 

Working Interest 16.16253% 16.16253% 

Net Revenue Interest 11.79865% 11.28679% 

Payout: As defined In the Faraout Agreeaent described In Itea (c) 
above. 

NOTE: Halter Oil A Gas Corporation is overproduced by an aaount of 
305,392 MCF on production through October 31, 1988, in accordance 
with the teras of the Operating Agra want Incorporated into the 
Participation Agreeaent describee lr, (d) above. 

MATAGORDA ISLAND BLOCK'557 
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MTACOftgA, ISLAND BLOCK 699 PROSPECT 

Ltttt: 011 and Cat Laasa of Subnerged Landt dattd October 1, 1983, 
by tnd bttwttn tht United States of America, as Lescor, and 
Champlin Patroltut Conpany, Plonttr Production Conpany, 
Entrgy Otvtlopntnt Corporation, tnd Millions Exploration 
Conptny, tt Laststs, bearing Serial No. 0CS-G-6C55, covering 
all of Block 699, Natagorda Island Arta, OCS Leasing Map, 
Ttxas Nop No. 4, containing tpproxlnattly 5,670 acros. 

Limtatlons: Mai'er Oil A Sas Corporation's Interest In tho Lotst Is 
limittd to operating rights fron tho surface of tho earth 
down to the stratigraphic equivalent of 9,800 feet true 
v tn ic t l depth, as found In tho OCS-G-6055. Moll No. 2, 
located on Matagorda Island Block 699. 

Contract List: 

(a) The Lease. 

(b) Farmout Agreement dtttd August 3, 1987, bttwttn Union Pacific Resources 
Conpany, -Ina 011 tnd Chemical Conptny, tnd American Conttra, Inc. as 
Farmors, and Mai tor Oil I Bas Corporation, as Farntt, ts antndeo by 
Ltttor Agreement dtttd October 2>, 1967. 

(c) Operating Agreement dtted effective ts of October 1, 1983, bttwttn Union 
Pacific Resources Conpany, as Operator, tnd Williams Exploration 
Company, ot t l , ts Non-Operators. 

(d) Notice of Joint Operating Agreenent dtttd August 3, 1987, bttwttn Union 
Pacific Resources Conptny, Fine 011 and CheHcal Conptny, and American 
Cofflftra, Inc., on tht one hand, and Walter Oil & fits Corporation, on tht 
other hand, rtcordtd In the Real Property Rtcords of Aransas County, 
Texas under File No. 157367. 

(t) Only a* to thost ptrtlts named In this subparagraph (t), thtt certain 
Waiter Oil A fits Corporation 1967 Exploration Progran Agreenent dated 
effective as of Jtnutry 1, 1987, bttwttn Walter 011 I Gas Corporation, 
as Progran Managtr, tnd Zilkha Entrgy Conptny, IP Petroleum Conpany and 
Lignum Oil Conptny, ts Participants. 

(f) Only as to thost ptrtlts named In this subparagraph (f) , that certain 
Walter 011 fc Gts Corporttion 1987 Exploration Progran Agreenent dated 
effective as of Jtnutry 1, 1987, bttwttn Htlttr Oil A Gts Corporttion, 
ts Progran Manager, and Halter Otvtlopntnt Corporttion, ts Participant. 

(g) Only as to thost ptrtlts named in this subparagraph (g), thtt ctrttin 
Davelopnent Agreenent dtttd tfftctivt as of January 1, 1987, between 
Htlttr 011 A fits Corporation and Htlttr Dtvtlopnent Corporttion. 

It 



(h) Participation Agreement dated September 8, 1987, between Halter 011 ft 
Gas Corporation, on tho ono hand, and J . C. Halter, Jr. , J . C. Halter, 
III and Carole Hal tor Looke, on the other hand. 

(1) Assignment of Operating Rights dated effective as of September 25, 1987, 
between Union Pacific Resources Company, F1na Oil and Chemical Company, 
American Cometra, Inc. and Corexcal, Inc. as Assignors, and Halter Oil ft 
Gas Corporation, as Assignee. 

(J) As-<gnment of Overriding Royalty Interest datod effective as of 
September 26, 1987. between Halter 011 ft fits Corporation, as Assignor, 
and Robert 0. Jolly, David A. Putska, and Rodney L. Cottrell, as 
A*?<gneej. 

(k) Assignment of Operating Rights dated effective as of September 27, 1987, 
between Halter Oil ft Gas Corporation, ts Assignor, and Zilkha Entrgy 
Company, IP Pttroltum Company and Lignum Oil Company, as Assignees. 

(1) That certain Agreement dated September 22, 1988, between Enron Gas 
Pipeline Operating Company and Halttr Oil ft Gas Corporation styled 
"Enron Gas Pipeline Operating Company, Lateral Lint Interconnect and 
Operation Agreement, Matagorda Island Block 699 Project". 

(•) Ratification and Joinder-In Agreement for the Ownership and Operation of 
the Natagorda Offshore Pipeline System Onshore Liquid Handling Facility, 
Refugio County, Texts, dtttd tfftctivt ts of November 1, 1988, bttwttn 
Oxy USA, Inc. (Operator), et al, on the ont hand, and Halttr 011 I Gas 
Corporation, on tht othtr hand. 

Ownership Interests: Htlttr 011 ft Gas Corporation's ownership Interests in 
tht above descr 1 ted proporty trt as follows: 

Well No. 2 
Afttr Payout 

Hell No. 2 and All Other 
Before Payout Production 

Working Interest 14.61538% 14.61838% 

Ntt Revenue Interest 10.66760% 10.30780% 

Payout: As defined in tht Farmout Agreement described in item (b) 

above. 

NATAGORDA ISLANO BLOCK 699 PROSPECT 


