#BANK CORPUS CF "STIL N. A.
P. 0. BOM J01
CORPUS CHRISTI, TEXAS 78403

Minerals Management Service
Gulf Of Mexico OCS Region
Imperial Office Bldg.

3301 N. Causeway Blvd.
Metairie, Louisiana 70010

The following is to Le filed in your records:

REAL ESTATE DEED OF TRUST
REAL ESTATE EXTENSTON OF LIEN
TRANSFER OF LIEN
COLLATERAL TRANSTER OF NOTE
REAL ESTATE RELEASE OF LIEN
___ PARTIAL RELEASE OF LIEN
___ WARRANTY DEEW
POWER OF ATTORNEY
@ x OIL & GAS DEED OF TRUST (Walter 0il & Gas) ’7
OIL & GAS EXTENSION OF LIEN
~ ucc-1 - standard ocs b 413
UCC-1 - non-standard
ucc-3
RILL OF SALE
TITLE
___certificate of title
odometer statement
___ form 1300

Also enclosed is our Ceshier's Check in the amount

of $_ﬁto cover your fee.

Thank you for your ass.stance in this matter.

j‘@muly. Bty RECEIVED

Bowles
| Corporate Loan Services DEC 9 1987
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C Q OIL AND GAS PROPERTIES ‘ 2
F AGE AN
| AT, URRTRASC AN ASBIO
_ W/ LTER OIL { GAS <ORPORATION {hareinatier calted “Grantor” whether one o
mMore), for snd in considerslion of the surm of Ten Dotlars ($10.00) toGrantor inhancpaidby —______Paul N_ Davig

{harenatter calied the 'munlnum-rwmunmmmnmmummwmmmmmmmdwwm

covanants, agreemants and undertakings of the G h doas hereby grant, bargain, seil, convey, transier, assign and sat ovar 1o
the Trustes the following:
A. The oil, gas sndior ts and which arne In Exhibit A sitached haveto and made & part hareo!, and all interests of

Geantor in all other 01l, gas and/or min st intgrests with which any of the interests ana estates descrided in Exiubit A are now or hersalter may be uni-
tizea. m-nnhotlnplt loﬂ!tlmuithlll “proceeds of runs™ from: these rroperties (as this term is detined herein) and all oil, gas, hyorocarbons or other

mincrats p as being stored in tanks, lines, plants of otherwise;

B. Al of Grantor's interests i and to all wells, casing, lubing, rods. tiow lines. pipelines. darmicks, tanks, separators, pumps, machinery, tools.
egquipmaent. camp sites, buildings ana all other Y and fi now or f upo~ Of used in connaction with 2ny of the piJ-
parties described in Exhibit A or proparties unitized therewitn;

C. All of Grantor's interests . lnlndmu: g 8g rights of way, easements, surface  sa.es. permits, licenses.
pooling or unitization ag! and g orders nuw or hersafter atiecting any of the now of h

hersby or -mmnﬂulﬂwm-nﬂmlnghr proouclng treati. o hancm\u storing, iransporting or marketing oil, gas o othar minerals trom
any of the proper.ies descnbed in Extibit A oF prop

©. Al of Grantor's night, title and interast of every nature whather now owned or hor-#Hm acquired in and 1o the properties, described in A, B ard
C. including without limitation said properties as they may be enlarged by the ol eny p ts out of production or by the removal of encum-

any ana of said properties; ail conirscts and agrasynantz amanding o+ Jiven in substitution for said properties; ar.d ary
and al) additians) inferesis of any kind herealier acquired by Grantor in said properties.

(AN o1 the oroperties. intsiasts and Highis described in Hesdings A, B. and C and D sre being herci-atiefpaletGelreledsa > Pine “wort
gaged Properties ™)

TO HAVE AND TO HOLD the Morigaged Pruperties, togethe: with all rights, esiaies, powers and privileges of thento unto
the T and his s of in this trust £9d 10 hig or thew succassors And BSBIgNS, in trus . l\am‘:m Eiowiaions
herein set fonh.

. ANTICLE | HMHﬂSMMMNMHMSMwu
SECURED INDESTEDNESS ing & Environment

dated December 1, 1986,
1.01 mhntnolen.melndeMMuﬂkumu “Morigage’ umnmmmmmnm
H?nl ions. indebledness and liabilities: () on~ certain promissory 'K MEA IRMDIMAROT0N in the orincips: emaunt of

Fifteen ion and no/100 - - -- - - potess 15,000,000.00 ymadebyGranv

and payabie to the order of MBANK CORPUS CHRISTI, F.A.anational banking assocision with . ficae in Corpus Christ!, Texas (hersinatter cailed
tha “Bank"™), with interest a1 the rates tharein provided “oth principal and interes: deing uvmwwnﬂm.mn

TEX X an containing 8 provision 1or the p.sment of an adcitions’ amount as attomeys’ fees, and all other notes given in substitution there'or o in
renewa’ and extenwuon thersot, in whole or < part; such note and 8ll other notes given in sudetitul. 2, newal and extonsion tharse’. in whols or in parn,
be'ivg herainafter catied ihe “Note,” and (e Bank and al' subsequent P iderr ol tha Nnte or sny pant thamof or any i_.leros! there'n Deing hereinalter
called /w2 “Noishower; (bl all indsuted:iess incLired ~r ans. g pursuant o the p ovisions of this Mortgage, and (c) all ¢ ‘her lozns and luture advancas
made by the Noteholosr 1> Granior and a!l cther debis. ablim!lonimllaﬂmmdmlm“mmmwmmmmmnm
Notehoider, whethe: direct or indi primary o7 dary, fized or gent, arg ginally psyable t9 the Notenol++ or o & third party anu
subseq.. #ntly acquired by the Noteho'rier.

1.02 - The ingablecness referred 1o subheadings (a). (b) and (c) of Section 1.01 and All renswals an.. extensiuns theveo! and &% rubstitutions
tharetor are . o as the "sscured indebledness.”

ARTICLE Il
REPTESENTATIONS, WARRANTIES AND COVENANTS

zos-ammmmmnmmmmmumu-mmumwmmmwmm-mom
o grant, bargain, seli. , a8sign and gage the same; that all oil, gas and/or mineral isases and oil and gas lsasehoid estates describeJ in Ex-
hibit A attached hereto are valid and subsisting and are in full force and effect and that Grantor's net revenue interest is 8t least the interest shown in
Exhibit A attached hereto; that all rents snd royaities due and payabie Ihersunder snd all severance and production tAxes Payabli wiifl respect to the
production theretrom have been duly paid; that the Mortgaged Properties are iree and clear trom all liens and encumurances Sxcept the lien evidc~ .od
Dy this Mortgage and except as shown in Exhibit A; that all producing wells located on the Mortgaged Properties or properties unitized therewit. have
been drilled, opersted and producad in conformity with all applicable iaws and ruies. regulations and orders of all reCunor ruthorities having jurisdic-
t'on und sre subject 1o no penalties on of past production (sxcept as noted in Exhibit A), none of such wel.s are deviated from the ventical more
tnan ti.« mazimum permitied by applicabie laws, rules and reguiations, and such weils are in lact bottomed uac - and are producing from, and the well
bores are wholly within, the Mortgaged Properties or properties unitized therewith; and that Grantor will warrant and forsver defend the title 1o the Mornt-
paged Properties against the cisims of all person. whomsoaver claiming or 1o claim the Same of &ny part thereof.

2.02 - 50 long 1 the secured indebtedness or any pant thereo! remaing unpaid, Grantor covenants and agrees L the Note:older .8 follows: (a)
that Grantor will make prompt payment, as the same be=ome due, ol the Nots an of ail instaliments of prii.cipal 1nd interest thareon and of all other
sacured indebted .ess, and of all other amounts which hersunder or under the provisions of (e Motg Grantor ap*w8 (o pay; (b) that Grantor, if s comore-
tion, wilt continuously maintain Grantor's corporate existence and Grantor's right to do busingss: in the Stas of Texas unc in each other stat. where any
pant of the Mortgaged Properties is situsted, and that Grantor will Jromptly ey ail income, franchise ard ot..ev taxes owinZ Dy Gzanto” (' 0 any slamp
taxes which may be 1~ 2d 10 be paid with respect to the Note, this Mortgage or rny other instrument evidenc..ig of Becuring ac.y or the  ecurey in-
debledness; (c) that Grantor will cause the Mornga ed Properties 10 oe operated in & good anc workmaniike 7-ganer in scoordeiwe with ail applicable
laws and rules, regulations and orders promuigated by all duly constituled avi..orities and in accomntsnce with the provisions o! the oil, gas & Jo¢
mineral leases or other instruments describad in Exhibit A, and will maintain all of the Mortgaaed Pr. pertiss In good of ~vating condition, causing ail
NeCESSary repairs, renewals, replacements, additions and improvements to be pramptly made; {d) that Gra wor will ovierve 2 -omply with Al of the
ferms and provisions, express or implied, of tha oil, gas andios mineral leases, agresments and other instruments ¢=scrihac 11. Exhibil A and, sxcept
with the prior written consent of the Noteholder, will not smend o. terminae any .. Such sgresments, Of gurrender, aband~n or rylease any of sue”
fezses in whole or in pan 30 long as any wel! situs'ed theraon, cr local.J on any unit contrining all or any part of such l0ases, is capabie of produr'ng
oil. gas, otier hydrocarbons or other mineras in paying quantitiey, snd will not sell .- otherwise disposa of the Morigaged Progerties, of any part
hereof without Lae consent of Notehoider; () that Grantor wi. cauwe all dadis and lisbilli/ 18 of any character. i~ _dh+g w'thout imitation il debts and
tiabititing for labor, materiar 8nd equipment incurnéd in the operstion and Jevwiopment of the Morigagea Propc tiew 10 be oromptty paid, and will
promptly discharge all obligations 10 the holders of royality interes.s and of othwr interests in Ihe propertier cescriba 4 in Exhibe A; (f} (hat Jrantor will
keoep such parn of the Mortgaged Propertias which 4 of an indurable nature and of 8 character usually insura] by pen ons operating simila. properties

mwncwmmmmmmm f y toine agsns? losa or damage Dy fire and! frmm other Causes Customary

Qg . and all po g such i shall vg that the proceeds twereo! shall be payadle 1o the
N asis may and in the event ofmmummynluﬂwmm !MNnIMrs-.lll'-tﬂlnlﬂoMloco:mthm
and all amounts so shall be d costs, ges and il any. e shwisot, then lo the paymen’ of the

Note and all oiher secured indeb'eviness, And any Dalance remamin sha'l be <ubje:t to the o.der of Grantor; providet, however, that Grantor, if the
Notehoiger congents inereto n wrihing, may receive all o 8 ¢ wiion ul 8a:d proc2eds 80 collected for the . Mle ¢ imose of reindursing Grantor for expan-
ditures made i repainng of restonng the dameged property, an-1 the MN-teholder |3 Mereby autharized but not obligater 10 enforce in its name of in the
name of Grantor payment uf any or ail 5f said policies or to settie of COMPICMISe any claim in resnect thereot, anJ 3 collect and Make receipis for the
procasas thereol; (g) that if the valicity o prionty of this Mori jage or of any nyats, titles, liens or inter=sts created or avidencod neredy with respact to
the Mortgaged Properties or any part theteat shall be wndangered or quaationsd or Shall Da attackec awectly or indi. ¢ v o* H any legal proceedings . »
institutea againat Grantor with respect thareto, Grantor will give writtan notice thereof to the Noteholder and at Grantor's own cnst and F=pense wil
diligently andaavor (o cure any defect that may be developed or claimed, and will lake all nacessary and proyer steps for tha defense of such legal pro-
ceedings, including but not limited 1o the employment of counsel, the prosecution or defense of litigation, and the release or discharge of all adverse
claims, and the Trusiee and the Noteholde:, 21 either of them (whather of nO!l namaed &t parties 1o legal procesdings with ;espect thareto) are herety
Muﬂudwwhlwcuﬂ-mﬂmum‘nhMIwwﬁumthmummdemw
legal proceed: g but not d to the employment of indapenden: crunsal, the prosacution or defensa M !itigation, and the compromir s or
mdwmmrmmmmmwmm 3, and all expenses 3o incurred of every kind snd character shall* Ya




“amane oD Yhor wing by Gran « anr ~f intere,. from the “sie o &1 enditure i pag muu-m:nur.-unm

18res! 0O Pas! Lue PrrACipal khd shall be by 1" 21l ) evidsnced Yy this Mov~3g~ and the Such expenset. shail be sur-onated o’
#il nghts of ihe per Q Such pay - (1} thaat Grantor w1 1.3, Cithout Jhe PHOF wiitien consent of the Noleholder sulter O perm:* any b~ 10
be L.aimed of {on any of th._ Morigaged Properties. and should a lign become stteched he yalter in any m=aner 10 any parnt ot the M-
gageo Properties withoul tne pnor wntt ol the Grantor will Caus® SUCh lwwn 10 De promotty disc  wged. 1) that Grantor will CLase

payment 10 be made promptly &8 (he same become due of ali ad valorem Laxes assessed aganst Ine Mortgaged Properties, and of & _TOSE progwction.
severance &nd OCCupALION 1axes ON the production of oil, gas, other hydrocarbons of otiver m'nerals that accrue 1o the .A.. (gaged Properties; 4 .4
Grantor will heep accurate books and records in accordance with sound sccounting Principles in which full, true snd correct entries shall Le promptly
made as 10 ali operaions on the Mortgaged Propertivs, and ail such books and records shall st ol times during 0 hears be subject to
inspection by Noteholdar and its duly ac an il £ad as often as by the N der, G Shall make repornts of
OPerations n such “urt ummmmumm-umurmmnwm»mmn
of will, n request of the NolaholJer, prom Jtly cormect any defect. eror ar ¢.vssions which may be discoered in the coatents of this Morgage or in the

Es uuh OF SCknowledgment thereo! WuulmwmmnMWM|nmu by the N der to correct
sush gefcTt, L TOr OF oMiss: N, A 10 iden. ! an, additic .al properties which #-e or b sbyect 1o this gage. () that G will pay all ap-
;1wnuu:-mhumnmmm fees. and & other costs and of every d by Grantor or the

with the 'g of this loan. and will the for all by i, and wail indemn‘ty and hold
wm?mmmmmmwum nas. | es and of acton asserter agains! erther of “hex’ on ac

count of any act peitormed of omitied 1o be performed hereunder, Of 0N BCCOUN! Of any LrANSACHION BNsing out of OF I anY way connacted with the Mcrt-
gaged . roparies of with this Morigage or any of (he secured indebiydness, save and excep’ for their willlul misconduct

203 - As to any part of the Mortgaged Properties which is not 8 leasshold o” working interest, Granior aprees 10 Lak. 4l such a=tion and 10 sxgr-
i858 & QNS and 1emedies 3« 87¢ Available to Grantor 1o CaUSe the owner Or Owners of the working interest in §~h ¢ opernies 10 comply with Ihe

s ana agr contanen herein.

2.04 - Grantor agrees thet if Grant « fa'ls 12 parform any act, of to take any action which nereunder Grantor is required to pe+lorm o® take. of 10
ma, @ money which hereurear Grantor 18 requrred to pav. the Noter7ioer. 1n Grantor's i ne 7 118 Own name may but sha. 0t be obligated to perform
o CaUse 10 Ow prformed 4. 2N act of 1a-2 such action of pay surh 1.oney, and any e by thy and . vy money 50 paid by

the N ret.. "0er 2hall be 8 gem=nd obi.g1ion ¢ ..ing b, Grantor J2d shall L Jar interest from the Jate c! makir auch p* ment until n{ d. at the same rate
&8 is provided i) the Note for interest on past due NING. |, and shall be a pan of the secured indebledness and 8Ni .4 sacu »d by *= Mor Ja - and
by any othar insi/ument secuing the £ 9cured inde.led.@” . «nc the Nuteholder, upon making such pay=enl, shall* ‘su .ov sdtaaliof it 1y, 41 A
he persof  COrporation o oty politic 1 iceiving suc  paymen:

ARTICLE I

ASSIPNMENT OF PRODU"TION,
£ 2LOUNT™ CONTRAC™ RIGHTS AND »AQCEEDC

.01 - For the purpy # of 84910~ ally wecurina *he =yr. nt of 8l sort ' indebtedner s ar 'O 1aC.#tr's wv NS narge of n.i - Chine“Bir 38
Bno 88 cumuiative ol & y 8ng all Ngr Y and remedies I e 3 p.onded for, Gr-ator hereby Dargaine, .=, ransier, . J JN9 %25 0w an_ 3¢ vers 1o
Ao tehoider sl 0rl, gas. "ther WoroC. JONS Mi.J Other Mmineral’ produced = m or alic gied to the Me=( ged P. 2e’tie s wh Ch accrur . “ter th~ Ete~tive
Date (9= ho 20 d - in 1) 1. G antor's infc e, in Zaid piopenic  anc all pre-eec= thereo! and 8 aCCOLNTS Bnc cont 2.1 IP™18 Ul Grarte: unde " » ~=h
B Y OFOCEL % MY 8, | SUCh BC. JUM 5, COMLIACLS NE.MS 4.0 proceeds oeing hereirfter reterrsd it 4 Ihe "nroced_ . DI runs.” anc Jiar «¢ v GlS
ano . L...rts any and all prechasers of *he ~ Y, Qa., other hydrocarbons and L. . IAINE I8 Drod'cu0 M or allocated = o Morigaged ™ Dedties 1o
pay to e -otet.oideraliol 9.7 eeLlL WS FOrW JOL Jntor'e Nres' mill SUCH 1uAe o RUCh pUrChast Wav  een fur . hed N ndence
that ail serr—ed Indebrdn.ss s Deon paid and Lhat the iiens evidencea heredv have bee reie. ¢ Wid G anton au*Porizes the Notchold 10 receive
ang cotuit . i« Mung M Mmoney Geried e 71 the PTOCEeJS Of rns 1 gneu hereunder, an. 10 purchaser of the Sroduction aitnbuied 1o the Moriyagec
Progermes shall ' e any re_Jonsibility for e _pplicatica of any funds paid 1o the Nof Zoiger. The of.ice whers the records of Grantor with respect 1o
the sCCOUNtS ANu CONtract nyght  Concerning 1..e Moagaged Properties are kept is locaed at the address shown below the signature of Grantor (o this
Mortigage. and Grantor agrees that 1 * i 2 8t w.hich such records are kept will not be changed withoul the prior written cunsent of Notehoider.

3.02 - independen’ of the foregoing p ns and herein g Grantor ag to and deliver any and all transfer orders.
divigions +0ers and other inst that may be by the of that may be require1 by any of the p from any of
the Mortgaged Pr for the of et g pay of the ds of runs to the Noteholder. If under any existing sales agreements,

other then division orders or transfer orders, any proceeds of runs are requ ed to ba paid by the purchaser to Granic/ 80 that under such existing agree
ment payment cannot be made of such proceeds of runs to the Noteholder, Grantor's inte. 2t in all proceeds of runs under such 8ates agreements and
in all other proceeds of runs which tor any reason may be paid to G sh.li when red by Grantor Zonst™ 1.7 ‘rust funds 1~ Grantor's hancs and
shall be immediately paJ 0.7 t0 the Noleholder.

3.03 - So arq as r “efault has occurred hersunder, all proceeds of runs received by the Notehcider during the lirst nine (9) days of any given
calendar month ar.d after the ninth day of the preceding calendar month shall be held by the Noteholder in escrow v ‘il the tenth day of su=h given
calen-f month & . » the ophon of the Notehoider, until any earher date) at whicl: lime such procesds of runs shall be » plied by I~ Notehoider as
foliows: Firsl, such proceeds of runs shail be appiied 10 the payment of all unpaid instaliments of inlerest on the Note matuning pr.or w of on such ap
nlica” ondats “icond, 10 IF ~ payment of all matured orinc:pal owing on the Note; Third, to 1h« payment of all matured interest and principal on all Other
secured inde. " dness; Fourth, 10 the prepay (without penaity) of p ipal of (ha Note and of any other secLred indebtedness. and Fifth, the re-
m - 'nder of the p-oceeds of runs shall be paid over 1o Grantor of .o Grantor's order. After an event of defaull has occurred, all procesds of runs in the
ha. s of the Notei.._ Jer shall “e s plied Dy it t~ward the payment of all seciwed incetiadness, prncipal, interest and attorney s’ lees, at such times and
0 such muan.. 83 the Notehe.der deems advisabie.

3.04 - Shouht an. person naw of hereafter purchasing Of taxi~q oil, gas, other “wdrocarbons or other minerals attributed to tne Mortgaged Proper-
ties fail to make paymeni pramptly 1o the Noteholder of the hereby assigned proce s of runs, the Noteholder shal! have the right 10 make, of 1o require
Grantor to make, a change of connection and the ripht 10 desigr.ale o/ approve the purchaser with whose facilities a rew connection shall bs made,
without liability o responsibility in connection therewith, 8o long 88 oninafy care is used in making such designation. and Grantor agrees o pay to the
NuAr™ . Ider ¢ 1 der . \nd in wrting therefor from the Notehoider, if ) anouat of any proceeds of runs not prompily paid to the Notehoider by any peraon
having responsbility for pay..ient therec!.

3.05 - The Notehoidy.  snd its 3uccessors and asSigns are hereby absolved from all liabi*ity for failure 1o enforce collectic 1 of the proceeds of
funs and from all Cher responsibitiity in connection tharewith, except the responsitility to ac~ount to Grantor for funds actually received. Grantor
ag-eer to indemnily ar-! hold harmiess the | ~teholder agains! any and ¥l liabilities, acti~ns, claims, juogments, Costs, LABIPes .nd &' _mays’ fws by
fadson of the assertion tnat it ieceived wither before or afts  payment in full of the secured indebtedness funds from the pn_Juction of ', gas. other
hydrocarbons - other minerals claimed Ly third ~ersons and the Notehoider shall have [he right to defend agoinst any such claims or acu a8, employ-
ing atte-mey. .. its _wn selection and if not fhurnished with irdemnity 87 istactory 10 it, the Noteho:der shall have the right 1o compromise and adjust
any such claims, action. and luagments, ard in a3dition | therights tobe it ynr ‘ed 31 heren provided, all amounts paid L, the Noteha! Yer in com-
Promise. satistact/~n of discl.«rge O «ny such claim, action of judgment and all court = yiu, attormays’ fees ar * other uxpenses of ever, .. iracter in-
curred by Notehold.r pre=uant * the povi lons of thi. sec.ion s*.all be 8 demand Oby.,ation rwiny, by Grantor nd shall bear interest hom d.- 2 of ex-
penditure unti’ 3 al .~ 88 = rBl8 =4 IS Provic ~d in the N-te lor inteest on past duo prirc:pal and shall he pan of the secured indebtec. .ass and shall
Be secured by thi, M gage and b, any other instrument wJcuring il secured inuebledness.

208 - Nothi~g herein con’ ‘ined shall detract irom or limit the absolute . Jii-~tion ot Srantor 1> make prompt payment of 84 principal 1@ interest
Qwing L. the Note and 6. all other secure inJeCtedness when and as the s.ume Jecor ¢ 3. 2 regardiess .. whether i procesds of runs herein o8-
Signed are sulficient 1o pay the same and tne gl | under this 8ssigr et shall be cumuistive of &I other security of any and e /ry character now or
Fareafter ax.sting .0 5 - ;ure "8 pay: en° . the Note and all oiher Facuren indeutednes.

FTNICLE IV
WAIVER AND PAPTIAL RELEASE

4.01 - The Noteroid~r may 81 any 'me and fro— ume 1o ims ir 9 (8) waive by Gry~*or with anv covenant herein mace by Grantcr
10 the extent and in the manner specifiad in SUCH WIting; /it CONeNn! 10 LIBNON dO.ng ary 8ct which . L/eunder Grev-o* is prohihited from gomg, of 1o
Grantor failing 10 4o any ac! which hereunder Grantor is required 10 00 10 the extent 3.0 in Ifie Mannes SPeCilied 1) BUCH wnling. oOf (C) 1 lsase any pan of
the Mouriganed Properties, or any h or any ph of rans from the len of this Morigage without the jonaer of ihe Trustes. No such act
Shail i any <ay impa. ihe rights or the Noteholder hereunde: eacepl (o the extaat spreifically agreed 1o _y the Notet  ider in such wniting.

4,02 - The hen and other secunty rights of the Noteholde \ureunder shall ROt b impaired by am, in Julgence Including bus not kmited o (a) sny
. dnev-al, extensior, or MOGiNCAtion which Ihe NOI:holger may Grant with (e8pCct 10 an, Securco INGLOIeONesS, OF (J) Ny SUNMENdSr, COMPIOMIse.
release. renewa’, extensinn, excharge Of SubSHItutics which e NOlehc/der may grant n respact of .any item of the Mortgaged Properties or any pan
there _ or ary inters~t tharein, or any of the proceeds of runs., Of (C) any relesse Or induigence gran'ed 10 By ENdOrser, QUA. ntor or Burety of any
e Zured in_ebledness.




PUSESS.JN UNTIL DEFAULT, DEFEAS? NCE

$.01 - Uniesr ~ aetaull spscitied in § 6.C1 nareof shall occur and ba conting 0o, Gian* * sha 'l rv' ~in kil possession « - Morigaged Pruo-
onties @xcedt wne | 8 "'y AW #2301 hereof) and siall manage, open. ¢ PR Y 3t he SLMe and every pan thereol,
subject, however, 10 all Of (he lerms A~ < 8 Morigage.

502 -if all of the se @ indebiednet be pasd as the same becomes uue and payable and if ““e s, o e and
agreements made in this Mortrage are kept and pa. lormed, Ihon and in that event only il ~ahis under this ** . 1gace shall lerminate and the properties
hersby conveyed shall becoms wholly clear of U liens, and assigr Fare. ;. and such liens shall be released by the
Notehoider in due I~ at Grantor's cost.

ARTICLE W1
REMEDIES IN EVENT OF DEFAULT

80 -'rholm-'Hm'uunnmmwmwmuwo‘ru“mwmmdmnmm

and punctual payment of the Note or of any other sreg or of any of principal or of any pan therec!, as the same
shell pecome due &nd .l ummmnmmhmmmwmw“uﬂm
mu&mwmwnummmmunm-md "y of ihe sale of the oil, gas, other
mmmmm“nmmamnmmmvu-nnmu&-wmmn
No as pr L 3.02 hereo! except proceeds of runt pasd over to Grantor Dy the Noteholc + under clause Filth of Section 1.0X: (c) the
mdmmmtmhmmiyu 0. keep Of perform any Y. OF CON, 10N huren required 10 be observed. kept
um.lmlwmmvmmmm-mlmmmm by the a7 the per of such
warranty or r G shail be or become insoiven! of uUnabie 10 pay debts as ihey of makes an 9 for the beneht
of crecitors: (e)  racerer 8 for all or y all of the prop of Grantor or for any of the Morigaged Propert: 83, and, if nod requested

by or acquiesced in by C-antor, is NO- ve.ated Or supersened within thirty (J0) days: of (1) any surety of the indebtedr.ess harewn institutes any pro-
ceeding s for relrel pus. ant to Title I, USC, the Bankruptcy Code of 1978, or Grantor or any surety transies any property wn I ~ud of the rignts of his or
her respective Credilors, of requests, either by way of petition or answer, that Gror.tor o such surety L2 aliorved or granted & 1mm

ment. exten~ion, JOrgs” ‘tation of other relie! under any non-bankrupicy law or under any other law for the reliel of n.owor 9
6.02 - Upon the of & defauit .he N shail have the option Dy Qiving notice in writing to w/antor o. declaring ail secured in-
debledr s its entirety to be imme~'siely due ~7d payabie and the liens evidenced hereby shall be subject to nany tor
herein o Jrovided for by law as (he N..aholder 1 ay elect. However, in the - se of Section 8.01(d), 6.01(e) or 8 01(f), above, de''it H\dlmlluiim
automatic acceleratic ~ and the entire indebls  'ss secured hereby shau tacome immadiately due ar ' paya™e.
€ )- Upon the occurrens ! 8 defaull the Trustee or the ] d | lor Of Subs: to the ofany* pro-
ceedings 10 enter upon the Mc (0ageL TODEr s, O any Dart t*.erecl, and to exercise withoul  “erference from Grantor 24y and all nghts which Grantor
has with 10 the e ar.d operal'on ol the Mortgaged Properties. Al costs, and of every
red by the Trustee or the A " @ and Q Such properties shall cu « ‘wie & o .and obligation owing by G

and shall draw inte.est fronr \ummwwilmummmnuummhm‘ vinteres. ¢~ paci due principal, all of which shas
constitule & portion of the Se. JMed INCeN v "ees.

6.04 - Upon the o currence of & dets ..l the T ns of OF i8 Su W ized and empow .- 30 and it waall be his special duty at
the request of the Notet oider 10 setl ine Morigaged Properties or any part thereof situated in . » State of Texas at the cour use coc  of any county
the State of Texas n which any 2a. 0! the Morigaged Properties is situated. at public vendue . 'he Fighest bedder | cash after haviny given notice of
SJCh Sale i BCCOdance with the statutes of the 5:ate o' Texas ITan in force governing sales of roal es'- .  Jnoer powers conlerred by Jeed of trust. Any
sale m.ade Dy the Trus’' 2 hereunder M.y . » a8 &n entwely Of in Such parceis as the Noteholder ma Juest, and any sale may be adjourned Dy an-
nouncement at *he hme and place apEOi.* 4 for SUCH sale withou! further Notice exCep! 83 May bo Guad by law. ~Ner sach sale the Trustee shail
make (0 *~ % purchaser or purchasers al such sale good and sufficient conveyances in the name o' . antor, conveying the property S0 soid 1o the pur-
chase! Of purchasers in lee impie with general warranty of titie. and shail receive tha proceecs of sa' - sale or sales and apply the same as here:in pro-
vided. The power of sale granted herein shall not be exnausted by any saie heid hereunder by | he Trustee of his SubSTiTule Of CUCCESSOr, 3Nd SUCH POwer
of sale may bu ex- -zised from Lime 10 lime and as many limes as the Nolehoider may deerr. necessary until all of the Mortgaged Properties have beeh
duly sold and all securnd indebledne=* has been fully paid. Any and all statements of lact or other recilals made in any deed or deeds given by Ih~
Trustee or any succ . jsor of substitule .ppointed hereunder as tor ¥ of the or as o the of any event of cefault of a.
to the Noteholder having declarad all of said indebledness to be due and puyable, or as (o the request 1o seil, or as lo notice of time, place and terms of
sale and the properties to be soid having been duly given, or as 10 the refusal, failure or inability to act of the [rustes or any substity e OF SUCCeSSOr, Of
a8 10 the appointmen of any substitule O BUCCESSOr trustee. Of as Lo any other act of thing having been duly done by Hoteholder or by such Trustes
substitute cr succe: |, shall be 1aken as prima lacie evidence of the truth of the facts sc stated and reciiad and shail be accepted without question.
Tha Trustee, s successor or substitute, may appuint or delegale any one of More PErSONS &8 agent 10 perform any act of acts NECesSAry or incident 1o
any szie held by the Trustes. ding the posting of and the of sale, but in the name and on behail of the Trustes, his successor or
sut stitute.

6.05 - This inst” ment shall be effective as a mortgage as weil as a deed ul trust end may be loreciosed as to any of the properties covered hereby
in mny manner permilted by tne 12 % of the State of Texac or of any other state in which any pan of the Morigaged Properties s situated. and any

foreciosure suil may be wrought Dy * * Trustee or Dy the Notehoider. in addition 10 ail other herein tor, G agrees that after an

event of detauit has occurred the T 2o o the Notehoider shall as a matter of nght be = Litied 10 the sppointment of ~ recerver of /ecervers for all or

any part of the Mort, .ged Proper such be 10 8 propo sed sale of such property or othe mse and Grantor coes hereby

to the app of such or and agrees not to any on for by the Trustee or the Noteholder, prowided,

hows - that the apooiriment of any or other by vutue of any court order, statute or reguiation shail n_! iMpair of un any
mam _rejuchce the nghts of the (] Y of o' runs as herein provided.

6.08 - The pre- - -unmmnmmumm 4 pudls ; officer in foreciosure of the liens evidenced hereby shall be apphiet

Furst, to the pay Iy costs anc o8 *_guch ‘o~ . Xeure sale, including but not limited to all court costs and cnarges of

every character in b -mwnm and a reasonable ' .» 0 1ng Tru. 19e acting under the provisions of Section 6.04 i foreciosed by power of

sale as insigd not g five percent (3% | ne eStimate 1 unON the amount realized al such sale; Second. to the payment in fuil of

the secured indebledness in such order as the Noteholder m=>y : ect; and Thirg, .he remainder, it any there shall be, shall be paid 1o Grantor or to Grant-
OF'S SUCCESSOMS OF Assigns.

6.07 - o Noteholder shall have the right 1o becom ;@ purchaser at uny sale heid by any Trusiee or substitute o 51'CCRSS07 Of Dy any receiver or
public officer, and any Notehoider purchasing &' any sucr sale shall have the right to credit upon the amount of e bid Mmade therefor, to the extent
necessary 10 satisly such bid, the secured indebledne .» Jwing to such Noteholder, or if such Noteholder holds less than all of such indebtedness the
pro rata part thereol owing lo 1'~=h Notehoider, accou .’ /g to all other Noteholders not joining in such bid in cash for the po. :ion of such bid or bids so-
portionabile 10 such ne.-bicding *' taholder or Notr - Jlders.

6.08- Al herein expr ¢ 7 iof are ative of any and all other remedies existing at law or in e3uity, and the Trusies and the
Noteholder shall in adgiticn (o the remedi:: he. e.", pr be to avail of all such vther remedies 8s may now or hareatter exist st
law of in equity for the coliection of said Int.. ' edness and the enforcemant of the covenants herein and tha foreciosure 1 the liens evidenced hereby,
and the resort 10 any remedy provided for hereunder of provided for by law shall not preven. the concurrent or subsequent employmant of any other ap-
propriate remedy of remelies.

6.09 - The NateholCsr may resort 10 any security given Dy this Morigage of to any other security now existing or hersafter given 10 secure the pay-
ment of the secure 1 indablednes § in whole o in par, and th Ssuch portions and in such order as May seem best 1o the Notsholder in its sole and unzon-
trodied discretion, .\nd any such action shall not in anywise be considered as a waiver of any of the rightr, enefits, or ens evidenced by this instru-
ment. It is undersic od and agresd that all 1:ghts of Grantor of any person claiming under Grantor 10 & mars™.ling of assets, of 10 a sale in inverss order
of alienation, in Cor nection with any loreciosure made under this judicial res of power-0l-sale for }CIOSUNes, 2re waived.

6.10 - To the full extent Grantor may do 80, Grantor agrees that Grantor will not at any time insist upon, pleac, Claim or Liks the benefit or advant-
age of any iaw now or hersafter in force providing for any apprassement, valuation, stay, extension or redemption, and Grantor for Grantor, Grantor's
heirs, devisees. representalives. SUCCESSOTS And ASsigns, and for any and all persons ever claiming any interest in the Mortgaged Prooerties 10 the ex-
tent permitied Dy lav: “areby waives and releases ail rights of rede valustion, stay of execution, notice of elecaon o mature or
deciare due the whoi of the secured indebledness and marsh.C'ing in the event of foreciosure of the lens hereby created. If any law referred o in this
80Cti00 and now In torco, ol which Grantor Of Jran10r's SUCCESSONS Might take advantaga cespite this section, shall herealter be repealed of Cease 1o be
In torce, such law shai! not therealter be deemad to preciude the application of this section.

7.01 - This ingtrument is a deed of trust and morigage of both real & 3 ] al Q statement and an
mnummﬂmuumdnwmmunHMMmmnﬂ“mw
Exhibit A, and all or part of tne oil, gas, hydrocarbons and other minerals and the accounts resuiting from the sale thereol will be financed &t ihe
weliherd or minehead of wells of Mines located on the real estate described in Exhibit A. Tus O and Gas Properties Deed of Trust, Mortgage and
Assignment is 1o be tiled for record, among Other places. in the real estate records of the cou ities in which such real estate is situsted. Granior is the
owner of record of the interests in the resl estate descrided in Exnibit A.




702-° ‘aTru semayres, 1L . a0t I weiting « 10ressed 10 e NOt-hoige" of the Trish@ may .~ “WMoved 3t &ty tine with or without

Cauws LY BN INThuMent n witing » o geP HIder. In Clu.: Ot L JETUN, FTNIQGNALIC YOT 1 9 ) OF ' TrUSIO®, 8 Buccausn Tiust ~INa; De
mw e Not_ olr'™ By inptrus. g with any apghicable requirements of law ~ng ab: . -3~ of any suc., recuirement. sh.Mout .
7 erfe nant, mmmuwmmmmwhw fyoh ang designatior shult be full evider s ol

\he Nt and suth~ y L2 make the same anc’ of  [actr ‘" e’ Qv . and u” -lﬂ'cmot iy such ap”” iment 8n. Jesignatic-, all <1 the
“as gt oftn Truste - 0 the Monyaged Properti. . sial' 28t in ' @ nameg Successa. Trustes . Y he sr- ‘oo 1pON Sucreed w &l ‘T nghts.
p . and duties here:: 10Ntw/ed upor: ha Trusts - Al refesences * 1ein 1o the . ustes - . deemad io /7ier Lo us Tntes
L ,-!’l int.* and dessg \ied as herein prosk ~d) it | time (o time ac’’ ) herrunger.

7.0° - All options 24 rights = 6cION her ~in Pr.vided hur ine ben: "1 0 19¢ Noleraidt & 1 CON.MUING, B .Ne fallure (0 ey CISE 8Ny Buh an-
U 1orrignt o LIectic I upun 4P L o.ur defaull o JMEBCH ¢ .JON By SUDSqu ' MaUIL Of SYBach op 'Mhnn:m--m.uﬂnmu‘._ﬁ
Cise SUC!, OPUEN O election at a1 laiar datr Mo ~xgrc” be of the NGhts Bnd po~ 5 No.8IN . *SNIRd Bny RO Ger. - /MAMSION » the ¢-< ' 88 01 Juch
" 'a and pow «8 8 (Ibeheid 1o aNBus. e Same o DS CONSITUEd £+ & Waives INereol, ANG E¥ery ~uch right and power By BX * Tarringd st any ture
ang from lLime tc v

707 .The Note and »  ther se~ur ' d ir Jebtedress whic) : 2y L4 ow'ng hereunder at 4.4 M. Dy 3 tor Shall Je p. yabie 3t the o’lice of the
Noteholder .a Corpr & sti Nuecses Conty, Texas. or al such o'™er piace as it » Notaholder may designal. in wriling.

T V-Am ¢ sonconiuined hereaof i @ Note Of in ANy OINEY INSIru. aud 8V IERCING OF *131:AQ 10 Ly BA"LIed INDL JISANESS ' 3 The CONITRry
notwithstanding, it *% not intended '~ at the Grantc: .84 IC required IC pay v I 2 Nole * Jor ba permilled I ohect IICr: 1 On thy secune.
Csbtedness in ext _s¢ of Ihe aximum permitte sy ‘swheidtobea Y. bieto chis tranesctic  and it anv ex " .8~ ¥ intere=t 13 prowiced for, o7 Al
have been collected or shall 3 adjugdicated 1o be  _ roviied fur, required, ¢ Jermitted, the -.rantor r - \i Not pay Such mierest . e «C88S O’ *11e armount
permitted by law. It is therelore agreed that the aggreg @ of il interest and other charges constitu. Ag inter~vt under app'icat'e law and sontr. ed
for, chargeabile or shail nevar ed the amount of nOT pr arate on .he secured indesieJness . excessolty  x-
imum contract /ate cf intersel, that Noteholder may charge Grantor under applicable law and in re  rd to which the Gran*? may nOt successhulty
assert the claim or defense of usury, and if any excess interest is provided for, it shall be dee 'ed a mistake and the same shall be first 1 “ited on the
-paid p J of the red indebtedncss, the balance shall be refunded 1 the Grantor, and the ts g the sred in-
deb! shall be 1 -nuuwummeﬂhﬁuﬂdumnnm-rbﬂm:nmm.ldwn
nmdlmmadwb.wmmmwumm«mwmt& coliedon or 1o r=quire the payment of any
amount of intereat 1 excess of that permitted Dy the laa . of the State of Texas. as ! ad by lederal law, the p of this Saction 7.05 shall
control and nall override any sontrary or incons.stent provisic * of the Note or other instrument

7.00 - Any notics, request, demand or other instrument which may be required or pe:.nitied to 08 given or furnished to or served upon Grantar
shai! be addressed ;o Grantor at the address shc an below the signature of Grantor 10 *his Morigage, of 10 such diilerent address within tho Si.'e of
Texas a8 Grantor shall have designated by written notice actually recaived by the Notohoider at least ten (10) days in advance of tha date upon which
such ge of shall be eff under the provisions of L.s § 7.08.

7.07 - The terma, provisiong, « svanants and conditions hereof shall be "inding upon Grantor and the heirs, rep:
and assigns of Grantor. & *snuur.-onmwudmrmummmwmmnmmmw
stitute covenants ‘unning ah the |and.

7.08 - The “Effective Date” of this ingir 18700 2.m, October 1 l_.a.L..
7.09 - It is understood and agr ved that by this instrement Grantor, hmnmmnma“dfum«mmmw
N . lgaged Froperties any procueds of runs herein described, aiso has crested and grantsd to Noteholder ant to the | 8l Coge ot

Ten”3 & security « srest in the herel) described personal property, including, but not I’ nited 1o, the proceeds ¢! runs, Qoods, equipment, fixtures,
@ov.oral irangibles and accounts herin ¢ 3¢ ‘bed, regardiess of the mannd 7 in ¥hich the Auma &g OF &8 nOt A'tached 10 the . rein described real
progerty ~nd that in ths event of 8 & 8¢108.ure awe, whi her made Dy the Tr s e, or succt : o “a0. under the terms of this Oul and Gas Properties

Deesd of Trust, L gage and Assignmen', o° under judgmeniof 8o~ Lalle’ «*'ahm .. oroperty may. at the option of the Noteh~'der, be
s0id 88 8 wholg snd th~  “nail not L B 1'eC. 18ary *0 have presert st the iace of saig v pr i By part thevec'

7. -This vbeexnecy' - multipdcoun i frrracording | (he Dei v@ SOUNLieS in which | - Joperties are located, and
#3<h counterpan n Jan . Arty may rrigc, . E.0IDILA uy th  ,prop “es . cated’ " " county. All of the cou - Wpars rhall be deemed to

w &N origiial and winer taken iogetner, sh nstitule but one and | A8 _amMe INBlry 1"
T.11 - Adaitional provisions:
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lnc:r:q:;. th_. 1st,, o Octaber —n 8

ATTEST: ,-}' ,/m}-’

1212 Main Street, 240 Main_Building
Houstor., Texas 77002

BANK.
atiest S / 2 5 CHRISRI, N.A.|
& ohn W. Notris _ (Name)

.Senior Vice Presidint = mew

Address:
500 North Shoreline
estaTe oF__TEXAS ¢ Corpus Christi, Texas 78401

SOUNTY OF._A//2880r __§
- bﬁAL TEim ragurugres sultonty oo s gy penciaty sopeared _J. C, WALTER, JR., President

GAS PG 10N
known to me 1o be the person whose name is subscribed o the fcregoing and ack, ged to me thit he axecuted the same for ths pu-
poses and consideration (herein expressed. 'n the capacity tharein slated and 38 the act =nd deed of said corporation.
GIVEN UNDER MY HAND AND SEAL OF CFFICEonthisthe_/Z78 _dayol __dkmmen b&r &2
ionry Publiie, Sta": of Temas
____eTer A Lndewa
Typed or Printag fmo
way Comr ..ssion Expires.
" o ?o ”
THE STATE OF TEXAS §
COUNTY OF 'JUECES §
E. the undersigned auThority, on *his o7y personally ag sesred. ______ ~ J

! Y of "BANK CC2PUS CHRISII, A.nmmummm anown 10
mtowtmwmnmum:ammuww waetr-avha.tdlomt'lllmmmmn!u B puiposes ani

©. ideration therei exp':.eed, in the capaci’, thi ein stated and as the af & i mm-unrnmmummu
\ " WJA____w_ﬂ
Ii < 3 .

ﬂl\’FNUNDEEWHWDANDMLOFOFF!GEM"Hu?\l_.ll..
A (=1 '
€ of Tezas

9 4>

RECEIVED

DEC 9 1987

Minerals Management Service
weasing & Environment



EXHIBIT A

Attached to and made a part of
0il ard Gas Properties Deed of Trust, Mortgage
and Assignment and Financing Statement d:ted
as of October 1, 1987, executed by
Walter 0il & Gas Corporation, as Grantor,
to Paul N. Davis, as Trustee for the benefi- of
MBank Corpus Christi, N.A.

The Mortgaged Properties referred to in the foregoing 0il
and Gas Properties Deed of Trusi., Mortgage and Assignment and
Financing Statement include all of Gr-antor's right, title and
interest in and to the following described 0il and Gas Leasses and
the land rovered thereby, to-wit:

LEASE NO. 1: United States O0il and Gas Lease of
Submerged Lands under the Outer Continental Shelf Lands
Act, 0CS-G 4137, dated October 1, 1979, from the United
States of Anerica, as Lessor, to Marathon 0il Company,
Amerada Hess Corporation and The Louisiana Land and
Exploration Company, as Lessees, covering that portion
of Rlock 557 seaward of the Three Marine League Line,
Matagorda Izland Area, as shown on OCS Officisl Leasing
Map, Texas Map No. 4, INSOFAR AND ONLY INSOFAR as said
lease cove’s the Northeast Quarter (NE/4) of Block 557,
Matagorda Island Area, as shnwn on OCS Official Leasing
Map, Texas Map No. %, containing 1,440 acres, more or
less, below the stratigraphic equivalent of 10,200 feet
as shown 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 1sland Area.

Grantor's interest in the above-described 0il
and Gas Lease is that interest to be acquired
by Grantor pursuant to Lhe terms of the
following Farmout Agreement, to-wit:

Farmout Agreement dated January 12,
1987 by and between Marathon O0il
Company, Amerada Hess Corporation
and The Louisiana Land and
Exploration Company, as Farmors,
and Walter 0il & Gas Corporation,
and TXP Operating Compsny, as
Farmees.

Grantor represents and warrants ihat it has
earned the right to an Assignment pursuant
to the terms of the above-described F=rmout
Agreement, end CGrantor further agrees that
the Mortgaged Properties referenced in the
foregoing O0il and Gas Properties Deed of
Trust, Mortgage and Assignment and Financing
Statement includes the interest to be assigned
to Grantcr pursuant to the ierms of the
Farmout Agreement.



The Mortgaged Properties are subject to
the terms of the Farmout Agreement. There
is expressly excluded from the Mortgaged
rroperties the interests in the Farmout
Agreement and the Assignment ton be executed
pursuant thereto which Grentor is required
to assign to third parties pursuant to the
following agreements, to-wit:

(1) Joint Venture Agreement styled
The Walter 0il & Gas Corporation
1986 Exploration Program Agreement
dated effective as of Jsnuary 1,
1986, between Walter 0il & Gas
Corporation, as Prcprsm Manager,
and Rowan Petroleum, Inc., I. P.
Petroleum Company, Inc. and Lignum
0il Company, as Participants;

(2) Walter 0il & Gas Offshore
Development Joint Venture dated
effective as of June 15, 1984,
between Walter 011 & Gas
Corporation, et al, and Walter/NM
Limited Partnership; and

(3) Participation Agreement dated
September 18, 1986, between Walter
0il & Gas Corporation and TXP
Operating Company.

LEASE NO. 2: United States 0il and Gas Lease of
Submerged Lands under the Outer Continental Shelf Lands
Act, O0CS-G 4137, dated October 1, 1979, from the United
States of America, as Lessor, to Marathon 0il Company,
Amerada Hess Corporation and The Louisisra Land aund
Exploration Company, as Lessees, covering that portion
of Block 557 seaward of the Three Marine League Line,
Matagorda Ysland Area, as shown on OCS Official Leasing
Map, Texas Map No. 4, INSOFAR AND ONLY INSOFAR as said
lease covers the Federal portion of the Northwest
Quarter (NW/4) of Block 557, Matagorda Island Area, ar
shown on OCS Official Leasing Map, Texas Map No. 4,
containing 1,300 acres, more or less.

Grantor's interest in the above-described 0il
and Gas Lease is that interest to be acquired
by Grantor pursuant to the terms of the
following Farmout Agreement, to-wit:

Farmou’. Agreement dated February 1,
1986, by and between Marathon 0il
Company, Amerada Hess Corporation
and The Louisiana Land and
Exploration Company, as Farmors,
and Walter 0il & Gess Corporation,
as Farmee, 3s amended.

Page 2 of Exhibit A
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Granto1 represents and warrants that it has
earned the right to an Assignment pursuant
to he terms of the above-described Farmout
Agreement, and Grantor further agrees that
the Mortgaged VFProperties referenced in the
foregcing 0il and Gas Properties Deed of
Trust, Mortgage and Assignment and Financing
Statement includes the interest to be assigned
to Grantor pursuant to the terms of the
Farmout Agreement.

The Mortgaged Properties are subject to
the terms of the Farmout Agreement. There
is expressly excluded from the Mortgaged
Properties the interests in the Farmout
Agreement and the Assignment to be executed
pursuant thereto which Grantor is required
to assign co third parties pursuant to the
foliowing agreements, to-wit:

{1) Joint Venture Agreement styled
The Walter 0il & fGas Corporation
1986 Exploration Program Agr.-ement
dated effective as of January 1,
1986, between Walter 0il & Ges
Corporation, as Program Manager,
and Rowan Petroleum, Inc., I. P.
Petroleum Company, Inc. and Lignum
0il Company, as Participants;

(2) wWalter 0il & Gas Offshore
Development Joint Venture dated
effective as of June 15, 1984,
between Walter 0il & Gas
Corporation, et al, and Walter/NM
Limited Partnership; and

(3) Participation Agreement dated

September 18, 1986, between Walter
0il & Gas Ccrporation and TXP

Operating Company.

RECEIVED

DEC 9 1987

Minerais Management Service
Lensing & Environmant

Page 3 of Exhibit A
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BRACEWELL & PATTERSON

2000 K BTRL.LT N.W.

w ITON. D.C. 2000E 1808
RBCO BOUTH TO. LR PENVMIOIL PLACK 202 828 B8OO
HOUSTON,TEXAS 77002 -278! TELLX B9 2873
713 223 2900 22 GROSVENOR SOUARE
CAPLE BRACEPAT HOU LONDON WiX ODY

O1 491 4808
TELEX 23480
100 CONGNESS AVENUE
AUSTIN, TEXAS 78701 4042
BIR 472 7800

TELEX 78 24

Decembar 14, 1988

By Federal Express

Minerals Management Services
1201 Elmwood Park Boulevard
Suite 102

New Orieans, Louisiana 70123

Re: Recordation of Deads of Trust
Dear Sirs:
Pleass find enclosed one (1) original and six (6) copies of
a certain Deed of Trust, Security Agreement, Assignment of
Security Interests and Liens, Assignment of Production and
Financing Statement dated December 12, 1986, exescuted by
Walter 0il and Gas Corporation to Gray H. Muzzy, Trustee for
the benefit of CitiBank, N.A. The security interests
include seven federal lease properties; these properties are
included in Exhibit "A" to the Deed of Trust and are as
follows:
(i) ocCcs-G-4721;
RECEIVED
(ii) OC8-G-9047; D 15
(i11) ocCB-G-8132; EC
(iv) o0OC8-G-4259; m
(vl 0CS8-G~-4138;
(vi) 0OC8~G-4137; and
(vii) OC8-G-6055.

pmunu-mfmwazmumotm
above-referenced files

-



ACEWELL & PATTER®ON

Fineral Management Services
Lecember 14, 1588
Page 2

Enclosed is a check in the amount of §175.00 to _.ev
recordation fees.

Your proapt attention in this matter is greatly appreciated

DPX ‘igd
anc..nsures
20PN /T
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DEED OF TRUST, SECURIYY ASREEMENT, ASSIGNMENT
OF SECURTTY INTERESTS ANL T T 7',
ASSIGNMENT OF PRODUCTIC:: &L
FINANCING STATEMENI

THIS INSTRUMENT CONTAINS AFTER-ACQUIRED PRZPERTY AND FUTURE
ADVANCE PROVISIONS.

THIS INSTRUMENT COVERS THE INTERESI OF DEBTOR IN MINERALS OR
THE LIKE (INCLUDING OIL AND G?S) BEFORE EXTRACITON AMD THE
SECURITY INTEREST CREATED BY THIS INSTRUMENT A" TACHES TO
SUCH MINERALS AS EXTRACTED AND TO THE ACCOUNTS RESULTING
FROM THE SALE THEREOF AT .dE WELLHEAD. '(H1S INSTRUMENT
COVER. THE INTEPEST OF DEBTOR IN FIXTURES. THIS FINANCING
STATEMINT IS TO BE FILED FOR RECORD, AMONG OTHER PLACES, N
THE REAL ESTATE RECORDS. PRODUCT. OF THE COLLATERAL ARF
ALSC COVERED.

THIS INSTRUMENT INCLUDES AN ASSIGNMENT OF SECURITY INTERESTS
AND LIENS Of DEBTOR ARISING UNDER ARTICLE ©£-319 of the TLYAS
BUISINESS AN, COMMERCE CODE.

STATE UF TEXAS §

§

COUNTY OF 5
This instrame T 15 executed and fAelivered by WALTER 1%,
& GA3 CORPURATION, . ‘"exas corporation { "Debtor™) to Grey ..
Muzzy, Trustee, for the benefit of "I 1HANK, N.A. ("Secured

Farty"). The addresses of Debto:r, Sscured Party and the
Trustee gppear in Section 7.14 of this inst: .ment.

ARTICLE 1
Definitions

z.i "Colliateral" mears the Realty Coilateral, Person=-
alty Col/arcral and Fixture Collateral.

1.2 "Contracts" means all contracts and agreements
.escribed i Exhibit "A" and all other contracts, operating
sgreements, farm-out cr farme-in agreements, sharing agree-
ments, minernl purchass agreements, rights-of-way, ease-
ments, surface leases, Dpermits, franchises, licenses,
pcoling or unitization agreements, unit designations and
pooling orders now in effect or hereafcer entered into by
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Debtor affecting any of the 0il ard (as Properties, Opers -
ing Equipment, Fixture Operating Eg.ipm@at, or Hydrocarbo:s
~ow or Lereafter covered hereby, or which are useful or
apvrpr.ate in drilling for, producing, treating, handling,
stor..ng, transporting or marketing oil, gas o1 other
minerals produce< from any ot the property affected hy the
Oil and Gas Prope --ies.

1.3 "Even* o©r Default" =hall have tae meaning set
forth in Article V hereof.

1.4 "Fixture Collateral"” means all of Debtor's inter-
est now owned oy hereniter acquired in and to all Fixture
Operating Eguipment and all proceeds, products. renewails,
increases, profits, subs*itutions, replacements, additions.
amendments and accessi ons thereof, therete or therefor.

1.5 "Fixture Operating Fquipment" means any c¢ ths
items described in the first sentence of paragraph 1.¢ whica
as a result of bel..r incorporated into realty o+ structures
or improvem: %~ located therein ox thareon, v..La the inter.
that they rema2in there parmarently, ccnoticvte fixture:s
under the laws of tae state in which such equipmeat is
located.

1.2 "Hyd:ocarbors" means the oil, gas, cazinghead gas,
other "iT7s'd or 7are::us hydivcsrbons Anc a.l other winerals
in and under or ztcributable to and tiat nav bes pooduced,
octained or secured from, tha lands covered aid affected by

the 0il wnd Ja=s Prnpertiei, a.ud ' products refineaC there-
from.

1.7 "Obiiga..=-ns" means

(z) All obligations of Debtor to Secured Party
pursuani to tne tarms ! conditions of that certain
Credit Agreenent of evsar iJate herewith between Debtor
and Secured Party (the "C-odit Agreement”), including
b:it not limitec to (i) all =bligations under that
certain Promissory Nota of even Jate herewith in the
origi‘ai principal amount o7 £9,000,200.0C exacuted by
Detier reyable fo the orser of Secuced Party, which
Notd is due and payalle in €ull on or before
Scptembe~ 1, 1991 and (ii) 211 sther "Obligations" (as
dettned in Te Credi'. Agreenent).

(b) All prowmissory notes «videncing wddi*‘onal
loans which Securzd Party may heoreafter make to labtor



(although it is underscood *hat Secured Party is unrde:
no obkligation <o do so) otirer than loans made by
Secured arty p.orsuant to Chapter 4 of the Texas Credit
Code, as amended :

(c) All other indebtedness, obligations and
liabilities, and all renewals and extensions thereof,
or any part thereof, now or hereafter owed to the
Secured Party by Debtor, arising in connectior with, by
virtue of, or pursuant to the Credit Agreement. whether
such indebtedness, obligations and 1liabilitios are
direct, indirect, fixed, contingent, liquidated,
unliquidated, joint, several or jcint and several;

(a. 41 sums advanced or =osts or expenses
incurre. ..y Secured Party (whether by it d. rectly or on
its behalf by the Trustee), which s.e made or incurred
pursuant to, or allowed by, the terms of this instru-
ment plus interest therecn from the date of the advance
until reimbursement of Secured Party, charged at the
lesser of <the masimum nonusuricus rate per annum
permitted by applicabl: law or 1% per annum sbove the
Base Rate (as defined ir the Credit Agreenent) in
effect from time to time; and

(e) A1l renewals o1 extensions, amendments,
whether or not Debtor erxescutes any such renewal or
extension agreemen*, anrd aay amendments nund substitu-
tions to the above.

1.8 "0il and Gas Proparty or F-opert‘es" means (a) tae
vil, gas and/or mineral leases, mineral es“ates, subleases,
farmouts, royaltics, overridiny ~orvalties, net profits
interests, production gn!lontn a.d similzyr mineral interests
described in Exhibit "A" attached hereto and made a part
herecf for all purposass including, but not limited to, the
net revenue interests warranted in Exhibit "A", (b) any
production unit or units which may affect all or any portion
of such mineral interests including, withsut limitation,
those units which may be described o> <veferred to on
Exkhibit "A" or any unit created under ordJe:s, regulations,
rules or other cofficial acts of any Federal, state or other
governmental body or ayency having furisdiition, (c¢) any
tiler interest in, to or wisting to (i) all or any part of
the Jand descried either ir Danhibi™ "A" or in the documents



dcscribed . Exhir t "A" « (ii) any of the estates, prop-
erty rights or otner _rn.eicsts refarred to above, and (d)
any instrument executed in amurduent, correction, modifica-
“ion, confirmation, renewal or .xtension of the sare.

1.9 "Z.eratinn Equipment” mears all surface or subsur-
£."e mnacline.y, equipmunt, facili:zies, supplies or other
pro,:zrty of whatsoeve:r kind or nature (excluding drilling
rigs. t.rucks, automotive equipment or other promarty taken
to the premises .o drill a well or for other similor tempor-
ary ures) nce or hereafter located on any of the rroperty
affecced by the Oil and Gas Prope:-ties which are useful for
the production, treatment, storage or transportation of
Fydrocarbons, inuclu<: g, but not limited to, all oil welis,
gas wells, water wei.s, injection wells, casing, tubing,
rods, pumping units and engines, christmas trees, derricks.
separators, gun barrels, flow lines, tanks, gas systems (for
gathering, treating and compression), water systems (for
treating, disposal and injection), power plants, poles,
lines, transformers, sts-ters and controllers, machine
shops, tools, storage yards ard equipment stored therein,
buildings and camps, telegrapl, telephone and other communi-
cation systems, roads, 1 «ding r-~ks e.d shipping faclli-
ties. Operating Eqg.ipment shrall not include any items
incorporated intce reslly or su uctures or i.g.ovements
lo~at-1 tharein ¢~ there~n in su. .h a manner that they no
longer re.ain personalty unaer t3~ laws of tr=2 state in
which sucl. equipment ‘s located.

1.10 "Pe-sonalty Coliuter-1" mean all of Debtor's
interest now ~wi.ed or hereaf er acquired in and to (i) all
Cperating Equipment, (ii) all 3Sydrocarbons s.vered and
extracted from or attrihbutable to the 0il and Gez Proper-
ties, including oil irn taaks, (iii) a.l arcounts (inc.uding,
but not limited to, accounts resulting frcm the sale of
Hydrorarpons at the wellhead), contract rights and .general
intangibles now or hereafter a.ising in connection with the
sale or other disposition of any Hydrocarbons, (iv) all
Contracts and all genera) intangibles now or hereafter
arising in connecticn witl or resulting from Contracts, (v)
all proc:eas and prcducts Hf the Realty Collatersl, and (vi)
all rzroceeds, proiucts. renewals, increares, profits,
nurnstitutions, rep.lacemunts, additions, amendments and
accossions of, to oir for ail of the property demscvibed in
t).1is subparagraph.

1.11 "Realty Collateral” means all of Dcbtor's interest
now owned or hereaff.er acquired in and tu the Oil and Gas
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Properties and all unsevered and unextracted Hydrocarbons
(even though Debtor's interest therein be incorrectly
described in, or a description of a part or all of such
interest be omitted from, Exhibit "A").

ARTICLE I1
Creation of Security

2.1 Conveyance and Grant of Lien. In consideration of
the advance or extension by Secured Party to Debtor of the
funds or credit constituting the Obligations, and in further
consideration of the mutual covenants contained herein,
Debtor, by this instrument grants, sells and conveys unto
Trustee for the benefit of Secured Party the Realty Colla-
teral and the Fixture Collateral.

To have and to hold the Realty Collateral and Fixture
Collateral unto the Trustee and his successors or substi-
tutes in this Trust and to his and their assigns in accord-
ance with the terms hereof, together with all and singular
the rights and appurtenaices thereto in anywise belonging,
to secure payment of the Obligations and the performance of
the covenants of Debtor contained in this instrument.
Debtor does hereby bind itself, its successcrs and permitted
assigns, to warrant and forever defend all and singular the
Realty Col ateral and the Fixture Collateral unto the
Trurcee and his successors or substitutes in this Trust,
agsinst every person whomsoever, lawfully claiming or to
c)aim the same, or any part thereof.

2.2 Sgecurity Interest. For the same consideration and
to further secure the Obligations, Debtor hereby grants to
Secured Party a security interest in and to the Personalty
Collateral and the Fixture Collateral.

the same consideration and to further secure Obliga~-
tions, Debtor, to the extent it has the power to do so,
hereby assigns and conveys to Secured Party the security
interests held by Debtor arising under Section 9.319(a) of
the Texas -Business and Commerce Code and the liens granted
to Debtor pursuant to Section 9.319(d) attributable to the
interest of Debtor in the Hydrocarbons.



ARTICLE III
Proceeds from Production

3.1 Assignment of Production.

(a) Debtor, in order to further secure the
Obligations effective as of the date hereof at 7:00
a.m. loca. time at the location of each of the
respective ©0il and Gas Properties, has assigned,
transferred, conveyed and delivered and does hereby
assign, transfer, convey and deliver unto Secured
Party, all of Debtor's interest, now owned or hereafter
acquired, in and to all of the Hydrocarbons (or the
proceeds therefrom), the same to be delivered into
pipelines connected to the 0Oil and Gas Properties, or
to any other purchaser thereof to the credit of the
Secured Party.

(b) All parties pioducing, purchasing, taking,
possessing, processing or receiving any procduction from
the 0il 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 provisions of this Article 3.1, are
authorized and directed by the Debtor to treat and
regurd Secured Party as the assignee and transferee of
Debtor and entitled in its place and stead to receive
all of Debtor's interest, now owned or hereafter
acrquired, in and to the Hydrocarbons and the proceeds
thereof.

(c) Debtor directs and instructs each purchaser
of production from tha: 0il 2nd Gas Properties to pay to
Secured Party all of the proceeds of all of Debtor's
interest, now owned or hereafter acquired, in and to
the Hydrocarbons until such time as such purchaser has
been furnished evidence that all of the Obligations
have been paid and that the lien evidenced hereby has
been released. Debtor authorizes Secured Party to
receive and collect all sums of money derived from the
proceeds of all of Debtor's interest, now owned or
hereafter acquired, in and to the Hydrocarbons, and no
purchaser of any proiuction from the O0il and Gas
Properties shall have any responsibility for the
application of any funds paid to Secured Party.

(d) Secured Party may endorse and cash any and
all checks and drafts payable to the order of Debtor or
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Secured Party for the account of Debtor, recerived from
or in connection with the proceeds of the Hydrocarbons
affected hereby, and the same may be avplied as pro-
vided herein. Secured Party may execute any transfer
or division orders in the name of Debtur 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's interests as
represented therein.

(e) Secured Party shall have the right at Secured
Party's election and in the name of Debtor, or other=
wise, to prosecute and defend any and all 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 all costs,
expenses and attorneys rees incurred in connection
therewith being paid by Debtsr. In addition, sk»suld
any purchaser taking production from the 0il and Gas
rroperties fail to pay promptly to Secured Party in
accordance with this Article, Securasd Party shall have
the right to demand a change of connectien and to
designate another purchaser with whom a new connection
may be made without any liability on the part of
Secured Party in making such election, so long as
ordinarv care is used in the making thereof.

(f) The foregoing provisions of this Section 3.1
shall constitute an absolute and present assignment of
all Debtor's interest in the Hydrocarbons. Secured
Party, however, grants to Debtor a conditional license
to receive and sell such Hydrocarbons, and the proceeds
therefrom, and to use the same until the occurrence of
ai. Event of Default (as defined hereunder) at which
time such conditional license shall automatically
terminate. The existence or exercise of the condition=-
al license shall not operate to subordinate the assign-
ment contained in this Section 3.1, in whole or in
part, to any subsejuent assignment by Debtor permitted
hereunder, and any such subseguent assignment by Debtor
shall be subject to the rights of Secured Party here-
under.

3.2 Application of Froceeds. All payments received by
Secured Party pursuant to s Article III attributable to
the interest of Debtor in and to the Hydrocarbons shall
either be held by Secured Party in a cash collateral account
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as additional Collateral or, at the option of Secured Party,
applied at the time of receipt, or from time to time at the
discretion of Secured Party if held in such cash collaterzi
account, as follows:

(a) First, tc the satisfaction of all reasocnable
costs and expenses incurred in connection with the
collection of such proceeds;

(b) Second, tc the payment of all accrued inter-
est on the Cbligations;

(c) Third, to the payment of any then due and
owing principal constituting part of the Obligations;
and

(d) The balance, if any, chall be released to
Debtor, if not rctained by Secured Party in the cash
collateral account.

3.3 Debtor's Payment Duties. Nothing contained herein
will limit Debtor's absolute duty to make payment of the
Obligations when the proceeds received by Secured Party
pursuant to this Article are insufficient to pay the inter-
est and principal then owing, and the receipt of proceeds
under this Article will be in addition to all other security
now or hereafter existing to secure payment of the Obliga-
tions.

3.4 Liability of Secured Party. Secured Party is
hereby absclved from all liability for failure to enforce
collection of any of such proceeds, and from all other
responsibility in connection therewith except the responsi-
bility to account to Debtor for proceeds actually received
by Secured Party, or those liabilities occurring as a result
of Secured Party's gross negligence or willful misconduct.

3.5 Indemnification. Debtor agrees to indemnify
Secured Party against all claims, actions, liabilities,
judgments, cost:, attorneys fees or other charges of what-
soever kind or nature (hereafter roferred to in this Artic.e
as "Claims") made against or incurred by Tecured Party as a
consequenc- of the assertion either before or after the
payment in fuil o. the Obliga*ions that Secured Party
received Hydrocarbc' 1 or proceeds pursuant to this Article
or pursuant to any .ight to collect proceads directly from
account de.tors which are claimed by third persons. Secured
Party will have the right to employ attorneys and to defend
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against any such Claims and unless furnished with reasonable
indemnity, Secured Party will have the vight to pay or
compromise and adjust all such Claims. Debtor will indem-
nify and pay to 3Secured Party all such amounts as may be
paid in respect thereof, or as may be successfully adjudi-
cated against Secured Party. The liabilities of Debtor as
set forth in this Article will survive the termination of
this instrument.

ARTICLE IV
Debtor's Warranties and Covenants

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

4.2 Warranties. Debtor warrants as follows:

(a) Debtor has good and marketable title to the
Collateral free from all 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 full power, authority and
legal right to convey the Collateral to the Trustee and
the Secured Party without the consent of any person and
has all licenses, permits, gualifications and other
docum:ntation necessary or appropriate to own, and if
Debtor is the operator of any of the Collaterai, to
operate the Collateral; proviaed that upon foreclosure
hereunder Secured FParty acknowledges Lhat consents or
approvals may be reguired.

(c) The representations of Debtor as to gquantum
and n.ture of the interest of Debtor in and to the 0il
an¢ -.as Properties set forth on Erhibit "A" includes
the entire inter2st of Debtor in the 0il and Gas Prop-
erties and are complete and accurate in all respects.
Thure arz nov "back-in" or "roversionary” interests held
by third parties which could red:ce the interest of
Debtor in the 0il and Gas Properties except as set
fort.. on Exhibit "A."

(d) Except as permitted by Aiticlce ¢.4(h) DLelow,
Debtor has not received any notice of any claim oif
lien, right, title or interest to any of the Collatera’
from any third party and Debtor does not have any
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knowledge of any facts, circumstances or conditions
which could, by lapse of time or otherwise, result in
any claim of right, title, lien or interest by any
third party in or to the Collateral.

(e) There are nc prior consent rights or prefer-
entiel purchase rights in third parties affecting any
part of the Collateral except as may be set forth in
any of the Contracts.

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

(g) Debtor has not received any prepayment prior
toc the date hereof under an agreement providing for the
sale by Debtor of Hydrocarbons which agreement cuntains
a "take or pay" clause or similar arrangement that
obligates Debtor to deliver Hydrocarbons at some future
time without then or thereafter receiving full payment
therefor.

(h) Except as set forth in Exhibit "A", Debtor
is not obligated to "make up" any deliveries of oil or
gas to any third party out of the production from any
of the 0il and Gas Properties, without being paid
therefor.

(i) No approvel or consent of any person or of
any regulatory or administrative commission or author-
ity or of any other governmental body is necessary
under any existing laws cr requlations (A) to authorize
the execution and delivery of this instrument cr of suy
written instruments constituting part or all of the
Okbligations or (B) except as may be provided by the
rules of the Texas Railroad Commission or the relative
State or Federal regulatory authority having juris-
diction over oil and gas operations for the State or
Federal waters in which the 0Oil and Gas Properties are
located, to authorize the cbservance or performance by
Debtor of the covenants contained in this instrument or
in the written instruments constituting all or part of
the Obligntions.
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(j) To the best of Debtor's knowledge, after due
inquiry and investigation, all 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 oil and gas lease constituting a por<%ion
of the Collateral is valid and subsisting, all cove-
nants, conditions and obligations contained in each
guch o0il 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) All proceeds from the sale of Debtor's
interest in Hydrocarbons are currently being paid in
full to Debtor by the purchaser therecf 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 0il and Gas Properties
and the sale, processing, transportation and marketing
of Hydrocarbons has been and is currently being con-
ducted in accordance with all applicable federal, state
and local laws, rules, regulations, orders and ordin-
ances.

(n) There is no pending or, to the best knowledge
of Debtor, threatened claim, sui%t, judicial or admini-
strative action or proceeding which involves or may
invol+ the Collateral or any part thereof or the
production of Hydrocarbons which, if adversely deter-
mined to Debtor, could have a material adverse effect
on the Collateral or the ability of Debtor to perform
its okligations under this instrument.

(o) All taxes, assessments, and governmental
charges imposed upon the Collateral or upon the income
and profit of the Collateral have been paid when due.

(p) All exp: .ses incurred in or arising from the
operation or deve.cpment of the Collateral have been
rneid when due.

Y The address of Debtor's place of business,
=  ®u, chief executive office and office wvhere
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Debtor keeps its records concerning sccounts, contract
rights and general intangibles is as e2t forth in
Article 7.14, and there haz been no change in the
location of Debtor's place of business, residence,
chief executive office and office where it keeps such
records and no change of Debtor's name during the four
months immediately preceding the date of this instru-
ment.

4.3 Further Assurances.

(a) Debtor -anants that Debtor shall execute
and deliver such cher and further instrumants, and
shall do such other and further acts as in the opinion
of Secured Party may be necessary or desirable to carry
out more effectively the purposes of this instrument,
including, withecut limiting the geaerality of the fore=~
going, the following:

(i) Prompt correct.-n of any defect in the
execution or acknowledgment of this instrument.
any written instrument comprising part or all of
the Obligations, or any other document used ir
connection herewith.

(ii) Prompt correction of any defect which
may hereafter be discovered in the title to the
Collateral.

(i1i) Inder.nify and hold Secured Party and/or
the Trustee ‘.armless from and against any and all
costs and ~<«penses, including, but not limited to,
any and .ll cost, expense, loss, damage or liabil-
ity wldch Secured Party may suffer or incur by
rerson of the failure of title to all or part of
rlie Collateral or by reason of the failure or
inability of Debtor, for any reason, to convey the
rights, titles and interest which this instrument
purports to mortgage, convey, grant or assign.

(iv) Prompt execution and delivery of all
division or transfer orders or other instruments
which in Secured Party's opinion ere reguired to
transfer to Secured Party the proceeds £from the
sale of all of the Debtor’'s interest in and to all
Hydrocarbons.
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(v) Prompt paym--. .1 due and owing of all
texes. assessments & a2 governmental cliarges
inposed on this inst..ment, uron the intecsast of
Socured Farty or the T-ustee or upon the income
end profits from any of the above.

(b) Debtor covenants that Debtor shall maintain
and preserve the lien and securaity interest hearein
created so long as any of the Obligations remain
unpaid.

(c) Debtor shall immediately notify Secured Party
of any discontinuance of or change in the addiess of
Debtor's place of buuiness, residence, chief executive
office or office where it keeps records concern.ng
accounts, contract rights and general intangibles.

(d) Debtor covenants tr:+ all information to be
furnished to Secured Part, .y or on behalf of Dektor
shall be to the best of Diror's knowledge complete and
accurate when made.

4.4 Operation of O0il and Gas Properties. As long as
any of the Obligations remain unr2id or unsatisfied, and
whether or not Debtor is the operator of the 0il and Gas
Properties, Debtor shall (at Debtor s own expense)

(a) not enter into aay oparat:nu ag¢ "ement,
contract or agreemenc which materially adversily
affects the Collateral:

(b) neicher abandon, forfeit, szurrender, release,
sell, ussign, sublease, farmout or corvey, nos agrea2 to
sell, assign, sublease, farmout or convey, nor mortgage
or grant s=acurity intervsts in, noir otherwise dispose
of or ercumbe* gny of the Collateral or any interevt
therein, except for relesses oi leases which have
expired by their .wn terme, reassignments under exist-
ing contract provisions, or the sale of Hydrocarbons in
the ordinary course of business and transactions
permitted by the Credit Agreement;

{c) cause the Collateral to be maintained,
developed and protected against drainage and continu-
ously operated for the product.ion ana marketing of
Hydrocarbons in a goocd and workmanlike manner as a
prudent operator would in accordance witli generally
accepted practices, applicable oil and gas leascs and
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Contracts, and all applicable Federal, s*“ate and lo :al
lsws, rules and regulations, except those being con-
tested in good faith;

{(dY gromptly pay or cause to bc pa.id when du. and
owiny (i) all rentalw. 2nd reovalties (ayab'e in respic.
of the (C:cilateral; (.i) all erpenses aincurred in eor
arising zi1om the operation or d /el:pment of the
Collateval (iii) all taxes, asressmernis and govn. numen-
tal charges imposed upon the uollateral, upon *aiu
income and profits from any cf the Collateral, or upon
Secured Party becaus- of its irtererc thnerein; and
(iv) all local, state and federal .ax+s payments and
contributions for which Debtor may be liable; and
indemni ! Secured Party and Trustee from all liability
in conne: t:on with any of the foregoing;

(e) promptly take all action necessary to enforce
or secure the observance or performance of any ternm,
covenant, agreement or coadition to be observed or
performed by third parties under any Contract, or any
part thereof, or to exercise any of its rights, reme-
dies, powers and privileges under any Ccatract, all in
accordance with the respective terms thereof;

(f) cause the Operating Equipment and thea Fixture
Operating Equipment to be xept in good and effectives
operating condition, and rause to be made all repairs,
renewals, replacements, additions and improvements
thereof or thereto, necessary or approprriate in counec-
tion with the production of Hydrocarbons from the 0il
and Gas Properties;

(g) vermit and do all thirnys reascnably necessary
vr proper to enable the I[rustee a.d Sacured Party
(tarough its agents and eaployeys: to enter upor the
0il and Gss Properties £0o: the purpose of iav:tigating
aud :nspecvting the cvondition and operationr of the
Collatera_ w)-el.ever they s~ desir:;

(h) cause the Co.lateral to be kep- free and
clear of liens, charges, security interests and encum-
brances of every character other than Liens perm *ted
by Section 5.02(a) of the Credit Agreement provided the
indebtedness secured by, or giving rise to, such
permitted Liens shall in no event exceed $50,000.00 in
tae aggregate;
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(+) carry with stundavd insurances sompanies =nd
in amount_. satisfactory to Secured Party the following
insurance:

(A, wcrkman s coHnpensaticn 1 .curance and
public Jia»nilit.' rnd p.uoperty darka,e insurance in
resp=ct of all activities relating ., the Colla-
teral ir. which Deoce~ i@*t incur >cr.onsl liabil-
ity Jo~ the crath or “rmjwr 2f w ernl-oyee or
third purscn or durage to or .astruction of
arother's _,roperty; and

(B) to the extent such insurance is carried
by others engaged in similar undertakings in the
same general areas in which the Collateral is
located, (i) well control insurance and (ii)
insurance in respect of the Operating Eguipment
and Fixture Operating Equipment against loss or
damage by fire, lightning, hail, tornado, explo-
sion and other similar risks;

(i) cause all policies of insuiance to provide
the maximum prio—- written notice to Secured Party of
cancellation which the insurance comyiny will provide
und to name Secured Party as a "loss pavee"; perm't
Serured Party tc apply any proceads of such insurance
which i+ ray receive tovard part »r full sitisfacticn
of any or all of :he Cbligations secured hereby whether
or not they a—e !ien due and owing and whether o not
they are liguidataed ~r contingenc; and pe ‘mit Secur.d
Party tuv cbtain rerlacement insurance (w' ich may, but
nead nct, be) single inte:rest insurauce ia favor of
Sacured Party if any insurance recuired rereby expiires,
is cuncelled or is otherwir: rot in full force ana
efiect;

(k) furnish to Secured Party, upcn reguest,
copie: ©O. all nperating agreem nts, oil and’/or ¢Cas
purchase contracts, or othexr cuntracts ¢ agreements

reiating to the Collateral; and

(1) promptly perform all covenants exoress or
impiied in any Contract.

4 5 Reso:diag. Debtor shall Lromp'.ly (a’ Debtor's own
axpense) rxa-“orcd, recister, depusit and file t-is and every
other .nstrument in a dition or wuppiement hersto, ircluding
applicabie financing stateme:.ts, :n suclk ot iccs and places



within the state where the Collateral is located and at such
times and as often as may be necessary to preserve, protect
and renew the lien and security interest herein created as a
first lien or prior security interest on real or personal
property as the case may be, and otherwise shall do and
perform all matters or things necessary or expedient to be
dcne 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,
maintaining and preserving the lien ~»nd security interest
Create |l ereby in and on the Colla*=ral.

4.6 Records, Statements and Reports. Debtor shall keep
prcpoer books of record aid account in which complete and
correct entr_es shall b. made of Debtor's transactions in
accordance with generally acce,ted aczounting pr.n_iples
and shall furnish or cause to be f 'rnished to Secured Party
(i) all reports and information reguired by the Credit
Agreement, and (ii) such other information concerning the
operation of the Collateral, the title of Debtor or the
interest of Secured Party in the Collateral and the business
and affairs and financial condition of Debtor as Secured
Party may {rom time to time request.

ARTICLE V
Default

5.1 Events of Default. Deihter shall be in default
und.:r thas .nstrument upon the occurrence of an Event of
Nefault under the :radit Agreement ("Eve 1t of Default").

5.2 Acceleration Upon Default. Upon the ccecur:enc~ cof
any Event of Default, or #t any time thereafter, Secured
Party shall have the right and piLivilege to exerc se all
remedies provided h=areunder or in the Credit Agresment,
including, withcut .simitetion, the right to declar: the
aatire vnpaid princaipal of and the interest accrued on the
Obligations to be forthwith due and payable, without any
furthey protesc, presentment, demand, notice of intent to
accelerate, notice oir acceleration or further notice of any
kind, all of which are hereby expressly waived by Debtor.

ARTICLE VI
Secured Party's Rights

&.° Rights to Realty Collateral Upon Default.

(1) Operation of property by Secured Partv. Upon
tl.2 occurrence of an Event of Default or at aar “ime
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thereafter, and in addition to all other rights of
Secured Party, Secured Party shall have the following
rights and powers (but no ocbligation):

(i) To enter upon and take possession of any
of the Realty Collateral, t+o exclude Debtor
therefrom, and to hold, use, administer, manage
and operate the same to the extent that Debtor
could do so;

(ii) To the extent Debtor has the right to do
so, to operate the Realty Collateral, without any
liability to Debtor in connection with such
operations, except for failure to use ordinary
care in the operation of the Realty Collateral;
and

(iii) To the extent that Debtor cou!i do so,
to collect, receive ard receipt for all Hydrocar-
bons produced and sold from the Realty Collateral,
0 make repairs, to purchase machinery and equip-
ment, %o conduct workover operations, to drill
additional wells, and to exercise every power,
ri~" - and privilege of Debtor with respect to the
Re= cy Collate:

when and if the expenses of such operation and deveiop-
ment. \.ncli .diny costs of unsuccessful workover opera~
tions > additional wells) hav: Leen paid, and the
Obligations have been paid, the Realty Collateral shall
be raturned to Debtor (providing there has been no
foreclnsure sale).

(b) Ju:dicial proceedings. Upon the occurrence of
an Event of Default or at any time thereafter, the
Trustee, in lieu o7 or in addition to exercising the
puwer f sale hereafcer given, may proceed by a suit or
saits, 1~ eqguity or at law ‘i) for the specific perfor-
mance of any covenant or agreemen® “erein contained or
in aid of the execution of any puwer herein granted,
(‘i) for the appointmen: of a receiver pending any
foreclosure hereunder or the sale of the Realty
Collatertl, or (iii) for the enforcement of any other
appropriate legal or eguitable remedy; and further, in
lieu of the nnn-judicial power of sale hercafter given
for Collateral located in the Stata of Texas, the
Truster —ay pioceed by suit for a sale of the Realty
Lollater 1.
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(c) Foreclosure by Private Power of Sale of
Col.ateral. Upon the occivrrence of an Event of
Default, or at any time thereafter, the Trustee shall
have the right and power to sell, as the Trustee may
elect, all or a portion of the Collateral at one or
more sales as an entirety or in parce.s, in accordance
with Section 51.002 of the Texas Property Code. Debtor
hereby designates ac Debtor's address for the purpose
of notice the address set out in Article 7.14. Any
purchaser or purchasers will be provided with a general
warranty conveyance binding Debtor and Debtor's succes-
sors and assigns. Sale of a _=rt of the Realty Col-
lateral will not exhaust the power of sale, and sales
Day be made from time to time until all of the Realty
Collateral ..s sold or all of the Obligations ar: paid
in full. The Trustee will have the authority to
appoint an attorney-in-fact to act as trustee .n
conducting the foreclosure sale and executing a deed %o
the purchaser or purchasers.

(d) Cartain Aspects of Sale. Sacured Party will
have the right to become the purchaser at any foreclo-
sure sale and to credit the then outstanding baiance of
the Obligativas against the amount payable by Secured
Party as pu - haser at such scle. Recitals crntained in
&ny conveyance to any purchaser or tu.chassrs at any
zale made hereunder will conclusively eetablish the
failure of Debt.or tc¢ pesy the Obligations or perform its
covenants under tuis instrument, advertisement and
conduct ¢.f such sale in ti.e maaner proviled herein,
appointment of ary successor-Trustee hereunder and thu
truth and accure:cy of all other matters stated therein.
Debtor does hereby rutify and confirm 2! legal acts
that the Trustee may do in carrying out the Trustee's
duties and obliga.ions under this instrument, and
Debtor hereby irrevocably appoints Trustee to be the
attorney of Debtor and in the name and on Lehalf of
Debtor to execute and deliver any deeds, transfers,
conveyances, «wssionments, assurances and notices which
Debtor ought to execute and deliver and do and perform
any and all such acts and tiiings which Debtor ought to
do and perform undelr the covenan%s herein contained and
generally to use *he name of Debtor in the exercise of
all or any of povers hereby conferred on Trustee.
Upon any sale, whether under the powe: of sale hereby
given or by virtiie of judicial proceedings, it shall
not be necessary for Trustee or any public officer
acting under execution or by orde:r c¢f court, to have
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physically present or constructively in his possession
any of the Collateral, and Debtor hereby agrees to
deliver all of such personal property to the purchaser
or purchasers at such sale at the date of sale and if
it should be impossible or impracticable to make actual
delivery of such property, then the title and right of
possession to such property shall pass to the purchaser
or purchasers at such sale as completely as if the same
had been actually present and delivered.

(e) Receipt to Purchaser. Upon any 3ale mare
under the power of sale herein granted, the receipt of
the Trustee will be sufficient discharge to the pur-
chaser or purchasers at any sale for its purchase
money, and such purchaser cr purchasers, will nct,
after paying such purchase money and rece.ving such
reccipt® of the Trustee, be obligatsd to see to <the
application of such purchas2 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 will operate to divest all right,
title, interest, claim and demend whatscever, either et
law or in equity, of Debtor, in and to the premises and
the Realty Collateral sold, and will be a perpetual bar
both at law and in ~quiiy, against Debtor, Debtor's
successors or assigns, and against any and all per:-ons
claiming or who shall thrreafter claim, all or any of
the Realty Collateral soid by, through or under Debtor,
or Debtor's successors or assigns. Navertheless, if
regquested by the Trustee ro to do, Deb*tor shall join in
the execution and delivery cf all proper conveyance:,
assignments and ivansfers of tne property so sold. The
purchaser or purchasers at the foreclosure sale will
receive as incident to his, its or their own ownership,
immediate vossession of the Realty Collateral purchased
and the Debtor agrees that if Debtor retains possession
of the Realty Collateral or any part thereof subseguent
to such sale, Debtor will be considered a tenant at
sufferance of the purchaser or puichasers and will be
subject to eviction and removal by any lawful means,
with or without judicial intervention, and #ll damages
by reason thereof are hereby expressly waived.

(g) A, pli.ation of Proc~eds. The proreeds of any

sale of the Rerlty Collateral or any part thereof,
whather under the powe. of s-~le he~esn . anted and
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conferred or by virtue of judicial proceedings, will be
applied as follows:

(A) First, to the payment of all expanses
incurred by the Trustee in the performance of his
duties including, witlhiout limiting the generality
of the foregoing, court costs, compensation of
agents anc¢ employees' and legal fees, plus
expenses of any entry o>r ¢taking of po>ssession,
sale, advertising or convevance thereof;

(B) Second, to the pavment of the Obliga-
tiens; and

(C) Third, the balance, if any, thereafter
remaining w. .l be paid to Debtor or Deb*tor s
successor: or assigns #s cheir interests may
appear.

Debtor shall rev.ain liable for any deficieny remaini-g
after the sale.

(h) Debto.'s Waiver of App.aisement, ™arshailing.
Debtor agu.ees to the full exte~t +that D »>tor may
lawfully so agre trat Debtor will not at any <%i e
insist up n or plead or in sny manner whatever claim
ti.e henefit of any appraisement, valuation, stay,
extension or redemption law, now or hereafter in force
in order to prevent or hinder the enforcement or fore-
closure of this instrument, the absolute zale of the
Realty Collateral, or the possession thereof by any
purchaser at any sale made pursuant to this instrument
or pursuant to the decree of any court of competent
jurisdiction; and Debtor, for Debtor and all who may
claim through or under Debtor, hereby waives the
benefit of all such laws and, to the extent that Debtor
may lawfully do so under any applicable law, any and
all rights to have the Realty Collateral marshalled
upor any foreclosure of tha lien hereof or sold in
inver-e order «~f alienation. Debtor agrees that the
Trustee mav sel. the 'ea’ty Collateral in part or ar an
entirety.

6.2 Rights to Personalty Collateral Upon Defau.t.
Upon the occurrence of an Event of Default, or at any time
thereafter, Secured Party may proceed against the Personalty
Collateral in accordance with the rights and remedies
granted herein with respect to the Realty Collateral, or
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will have all rights and remedies granted by the Uniform
Commercial Coce and this instrument. Secured Party shall
have the right to take possession of the Personalty Collat-
eral, and for this purpose Secured Party may :nter upon any
premises on which any or all of the Personalty Collateral is
situated and, to the extent that Debtor could do so, take
possession of =~d operate the Personalty Collateral or
remove it thc.efrom. Secureu Party may require Debtor to
assemble the Personalty Collateral and make it available to
Secured Party at a place to be designated by Secured Party
which is reasonably convenient to both parties. Unless the
Fersonalty Collateral is perishable or threatens to decline
speedily in value or is of a type customarily sold on a
recognized market, Secured Party will send Debtor reasonable
notice of the time and place of :ny pub’ic sale or of the
time after which any private sale or other disposirisn el
tl.e Perscnalty Collateral is to be mad2. This regquirement
of sending reasonable notice will be met if such notice is
—~ailed, postage prepaid, to Debtor at the address designated
in Article 7.14 hereof (or such other address as has been
aesignated as provided herein) at least ten days before the
+.me of the sale or disposition. In addition to the
ex)enses of retaking, holding, preparing for sale, selling
ani the like, Secured Pa'ty will be entitled to recover
~e sonakLls att-rney's fees and legal expenses as provided
inar in this irstrumen. and .n the writings evidencing saiu
Obligations before rpply:ng tne balance of the prc:ceeds from
the salc or other dispositior toward satisfecction of the
Obligations. . ebtor will remain liabhle for any de.iciency
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 any time
thereafter, Secured Party may elect to treat the Fixture
Collateral as either Realty Collateral or as Personalty
Collateral (but not both) and proceed to exercise such
rights as apply to the type of Collateral selected.

6.4 Account Debtors. Secured Party may, in its
discretion, before or after the occurrence of an Event of
Default, notify any account debtors to make payments direct-
ly to Secured Farty and contact account debtors directly to
verifv infurmation furnished by Debtor. Secured Party shall
aot have auy obligation to preserve any rights against prior
parties.
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ARTICLE VII
Miscellaneous

7.1 Successor Trustees. The Trustee may resign in
writing addressed to Secured Party or be removed at any time
with or without cause by an instrument in writing duly
executed by Secured Party. In case of the death, resigna-
tion or removal of the Trustee, a successor Trustee may be
appointed by tl.e Secured Party by instrument of substitution

complying with any appli.able requiremer - ¢ law, and in
the absence of anv requirement, withe r formality
other than an appointment and designa*i writing. The
appoinrtment and designation will vest in amad suczessor
Trustee all the estate and title of the . .stee in all of

the Collateral and all of the rights, powers, privileges,
immunities and duties hereby conferred upon the Trustee.
All references herein tc the Trustee will be deemed to 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 shall be
performed and kept by Debtor soclely at Debtor's expeanse. If
Cebtor fails to perform or keep any of the coverants of
whatsoever kind or mna*ure contained in this instrument,
Secured Party (either ' it directly or on its behalt by the
Trustee or any receiv. . appecinted hereunder) may, but will
not be obligated to, make advances to perform the same on
Debtor's behalf, and Debtor hereby agrees to repay such sums
and any attorneys' fees incurred in connection therewith on
demand plus interest thereon from the date of the advance
until reimbursement of Secured Party at the maximum nonusu-
rious rate per annum permitted by applicable law. In
addi:ion Debtor hereby agrees to repay on demand any costs,
expenses and attorney's fees incurred by Secured Party or
the Trustee which aAre to be cobligations of Debtor pursaant
to, or allowed by, the terms of this instrument, including,
without limitation, such costs, expenses and attcrney's fees
incurred pursuant to Article 3.i(e) or Article 7.3 hereof,
plus interesi thereon from the date of the advance by
Secured Party or the Trustee until reimbursement of the
Secured Party or the Trustee, respectively, at the maximum
nonusurious rate permitted by applicable law. Such amounts
will be in addition to any sum of money which may, pursuant
to the terms and conditions of the written instruments com-
prising part of the Obligations, be due and owing. No such
advance will be deemed to relieve Debtor from any default
hereunder.
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7.5 Drzfense of Claims. Debtor shall promptly notify
the Secured Paity in writing of the commencement of any
legal proceedings ~ffectine .ebtor's title to the Collateral
or Secured Perty's interest in the Collateral, or any part
thereof, and shalli take such action, employing attorneys
agreeable to the Secured Party, as may be necessary to
preserve Debtor's, the Tru:tee's and Secured Party's richts
affected thereby. If Debtor fails or refuses to defend
Debtor's, the Trustee's or Secured Party's rights to the
Collateral, the Trustee or Secured Party may take such
action on behalf of and in the name of Debtor and at Deb-
tor's expense. Mcr-eover, Secured Party or the Trustee on
behalf of Secured Party, may take such independent action in
connection therewith as they may in their discretion deem
proper, including, without limitation, the right to employ
independent counsel and to intervene in any suit affecting

~ Collateral. All costs, expenses and attorneys' fees
incurred by Secured Party or the Trustee pursuant to this
Article 7.3 or ‘n connection with the defense by Secured
Party of any c¢’ -.ms, demands or litigation relating to
] "btor, the Collateral or the transactions contemplated in
tn.s irstrument shall be paid by Debtor on demand plus
interest thereon from the date of the advance by Secured
Party or the Trustee until reimbursement of Secured Party or
the Trustee, respectively, charged at the lesser of the
maximum nonusurious rate per annum permitted by applicable
law or 2% per annum above the Base Rate (as defined in the
Credit Agreement) in effect f_om time to time.

7.4 Termination. If all the Obligations are paid in
full and the covenants herein contained are well and fully
performed then all of the Collateral will revert to Debtor
#2°.1 the entire estate, right, title and interest of the
T., stee and Secured Party will thereupon cease; and the
Secured Party in such case shall, upon the request of Debtor
and the payment by Debter of all attorneys' fees and other
expenses, deliver to Debtor proper instruaents acknowledging
satisfaction of this instrument.

7.5 Renewals, Amendments and Other Security. Without
notice or consent of Debtor, renewals and extensions of the
written instruments constituting par* or all of the Cbliga-
tions may be given at any time; ard amendments may Dbe made
co agreements relating to any part of such written instru-
ments or the Collateral. The accertance of this instrument
by Secured Party shall not waive or :mpair any other security
Secured Party may have or hereafter acquire to secure the
paymeat of the Okligations nor shall the taking of any
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additional security for the Obligations waive or impair the
lien and security interests herein granted. The Trustee or
Secured Party may resort first to such other security or any
part thereof, or first to the security herein given our any
part thereof, or from time to time to either or both, even
to the partial or complete abandcnment of either security,
and such action will not be a waiver of any rights conferred
by this instrument. This instrument may not e 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 will be deemed to be and may be enforced from time to
time as an assignrent, chattel mortgage, contract, deed of
trust, financing statement, real estate mortgage, or secu-
rity agreement, and from time to time as any one or more
thereof if appropriate under applicable state law. As a
financing statement this instrument is intended to cover all
Personalty Collateral including, but not limited to,
Debto.'s interest in all Hydrocarbons sola at the wellhead,
and Fixture Collateral. This instrument shall be filed in
the appropriate records cof the county or counties and the
state in which the Realty Collateral is located as well as
the Uniform Commercial Code records of the Secretary of
State or other appropriate office of the state in which any
Personalty Collateral or any Realty Collateral is located.
At Secured Party’'s reguest Debtor shall execute financing
statements covering the Personalty Collateral, including but
not limited to all Hydrocarbons sold at the wellhead, and
Fixture Collateral, which financing statements may be filed
in the Uniform Commercial Code recoras of the Secretary of
State or other appropriate cffice of the state in which any
of the Collateral is located.

7.7 Limitation on Interest. It is the intention of
the Debtor and Secured Party to conform strictly to usury
laws, if any, applicable to the Secured Party. Accord.ngly,
if the transactions contemplated by the 'redit Ac¢ ‘eexent or
hereunder would be usurious uader appl.-ible 'aw then, in
that event, notwithstanding anything to th=a con.rary in the
Note (as defined in the Credit Agreemcit), the ~ adit
Agreement, this instrument or in any other Insirument or
agreement entered into and in connection with or as security
for the Note, it is agreed as follows: (i) the ajgregate of
all consideration which constitutes interest under levw
applicable to Secured Party that is contracted for, taken,
reserved, charged or received under the Note, the Credit
Agreement or under this or any other instrument or agree=-
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ment, or otherwise in connection with the Nots shall under
no circumstances exceed the maximum amount allowed by such
applicable law, and any excess shall be cancelled auto-
matically and if previously paid shall, at Secured Party's
option be credited by Secured Party on the principal amount
of the Obligatiors or refunded by Secured Party to Debtor;
and (ii) in the event that the maturity of the Note is
accelerated by reason of an election gf 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 such applicable law, and excess interest,
if any, provided for in the Credit Agreement, the Note, this
instrument, or othervise, shall ke caincelled automati:ally
as of the date of such esceleration cr prepaymzar.t and, if
previously paid, shall, at Secured Party's cntion, e
crecitad by Secured Party on the principal amount o:r the
Obligations or refuncdad py Securec Party to Debtor.

7.8 Unenforceable or Inapplicable Provisions. If any
provision hereof is invalid or unenforceable, the other
provisions hereof will remain in full force and eifect.

7.9 Rights Cumulative. Each and every right, power
and remedy herein given to the Trustee or Secured Party will
be cumulative and not exclusive, and each and every right,
power and remedy whether specifically herein given or
otherwise existing may be exercised from time to time and as
often and in such order as may be deemed expedient by the
Trustee, or the Secured Party, as the case may be, and the
exercise, or the beginning of the exercise, of any such
right, power or remedy will not be deemed a waiver of the
right to exercis at the same time or thereafter, any other
right, power or —:medy. No delay or omission by the Trustee
or by Secured Party in the exercise of any right, power or
remedy will impair any such right, power or remedy or
operate as a ‘raiver thereof or of any other right, power or
remedy then or thereafter existing.

7.10 Weiver by Secured Partyv. Any and all covenants in
this instrument may from time to time by iastrument in
writing by the Sacured Party, be waived to such extent and
in such manner as the Trustee or Secured Party may desire,
but no such waiver will ever affect or impair either the
Trust:e's or Secured Party's rights hereunder, eacept to the
extent specifically stated in such written instrument. All
changes to and modifications of this instrument must be in
writing signed by Secured Party.
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7.11 Terms. The term "Debtor" as used in this instru-
ment will be construed as singular or plural to correspond
with the number of persons executing this instrument as
Debtor. If more than one person executes this instrument as
Debtc- his, her, its, or their duties and liabilities under
this instrument will be joint and several. The terms
"Secured Party", "Debtor", and "Trustee" as used in this
instrument include the hei-s, eascutors or sdmir.gtrator .
successors, representitives receiver, trusteec and assigrs
of those purties. Th.s instrument is binding upon Debtor,
Debtor's successo~s ard assigns, and will inure to the
benefit ‘f the 7Trist:e and the Trus:iece's successors and
Securad Par%y rna .ts rucvessors and assigrs. U .ess the
contaest otrerwise —eguires, terms vsed ir this in.trumert
which are de”ine Iin tha Unifor.. Commercial Code of Texas
are used with Lthe weanri..ys therein dcfined.

7.12 Zounterparts. This inscriment may be executed in
anv number of crunterpsarts, eacn of which will for ell
purposes be _.e<¢med to be in original, and .11 of which are
identical except that, to facilicatc recosdation, in any
particular counterpart portions of Exhibit "A" hereto which
describe properties situated in Counties other than the
County in which such counterpart is to be 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. CIV. STAT. ANN. ART. 5069, CH. 15 (WHICH
REGULATES CERTAIN REVOLVING CREDIT LOAN ACCOUNTS AND
REVOLVING TRIPARTY ACCOUNTS) SHALL NOT APPLY TO THIS INSTRU-
MENT, THE CREDIT AGREEMENT, THE NOTE OR OTHER OBLIGATIOM  OR
ANY TRANSACTION CONTEMPLATED HEREBY OR THEREBY, SUBJECT,
HOWEVER, TO THE EFFECT OF APPLICABLE FEDERAL LAW (INCLUDING
WITHOUT LIMITATION, 12 U.S.C. B85). UNLESS CHANGED IN
ACCORDANCE WITH THE LAW, TFE APPLICABLE RATE CEII'ING UNDER
TEXAS LAW (TO THE EXTENT RELEVANT, AND WITHOUT WAIVING
12 U.S.C. 85) SHALL BE THE INDICATED (WEEKLY) RATE CEILING
FROM TIME TO TIME IN AFFECT AS PROVIDED IN TEX. REV. CIV.
STAT. ANN. ART. 5069-1.04, AS AMENDED.

7.14 Nocice. All notices reguired cr permitted to be
given by Jebtor, Secured Party or the Trustee shal) be given
in writ‘ng and may be effected by personal delivery or by
rlacing the same iu the U.S. Mail, registered or certified,
return receipt reguested, postage prepaid and addressed as
follows:



Debtor: Walter 0il & Gas Corporation
240 The Main Building
1212 Main Street
Houstun, Texas 77002
Attn: Ms. Emily Herrmann
(713) 659-1221

Secured Party: Citibank N.A.
399 Park Avenu~
rew York, Naw Yorg 10C4>

With a Copy to: Citicorp Murth America. Inc.
2100 Citicorp Cei.tar
120C Smith Street
Housten, Texas 77002
A*tn: Mr. Caie Griffin

Truste . Any roticas to be given “o the
srustee sha.l be delivercd to
Securcd Party

Unless otherwise provided hareby, all ncceic 8 shall be
deemed given (i) upon receipt if hand delivered or (ii) if
sent by mail, on the date deposited in the mail. Debtor
agrees that its address shall be changed only by depositing
notice of such change enclosed in a post-paid wrapper in a
post office or official depository under the care and
custody of the United States Postal Service, certified mail,
postagn prepaid, return receipt regquested, addressed to
Secured Party at the address set out above (or to sucu other
address as Secured Party may have designated by nctice given
as provided above, to Debtor). Any such notice of change of
address of Debtor, Trustee or Secured Party or other holder
of the Oblijations shall be effective five business days
after such dezusit., i{ such post offica or official
depository is located ian th2 btate of Texas, otherwise to be
effective upon receipt.

7.15 Duties of Trustee. It shall be nc part of the
duty of the Trustee to see to any recording, filing or
registration of this Deed of Trust or any other instrument
in addition or supplemental hereto, or to see to the payment
of or be under any duty with respect to any tax or assess-
ment or other governmental charge which may be levied or
assessed "n “\e Collateral, any part thereof, ¢r against the
Nehtor, or to sce to the performance or observance by the
Debtor of any of the covenaats and agreements contained
herein. Trustee shall not be responsible for the execution,




ackn~wiedgment or validity cf this Deed of Trust o: of any
instrument in addition or suppleme. .ta. hsret o~ for the
sutticiency ¢f the sec .it' p rporte. "o be created herebv,
and makes n. reprasentation in ru.pect thereof or in respect
or the rignts of the Fecurel Party. Truitee shall have tne
right to advise with counsel upon ~Any matters arising
hereunder and shall be fully protected in relying as to
legal matters on the aJdvice of counse'. T1custee ghall not
~asur uny perscovnal l._ability hereuader sexcept far his own
willfu' mirconduct; and the [rustee snall have tha =ight tc
ra:ly ot any ins.rument, document or si¢ =ture autho._izinec or
supoorting an, actior tiker cov proposed to be tak~:i by hir
hereul. der, be!i.ved by L.im in good {aith to ba gernuina.

7..6 Coademnation. Al. awards ar payments hergiof. .

«nd hereafter made fcr the taking o. or inju-v t. ne
Co!lateral, vr any portien therecf, whether suc* b

Zajury be done uitder the power of sminent “o~air .. .
wise, are hereby assigned, and shail o« pa:d t el

“ar*y. Se.uarecd Party is hereby author zed t. collec. a.d
r cei* y the | oceeds of su 1 awards and Dayments and to give
preper rereipts and acgquitt nces therefor. DN-ntor hereby
agrees to make, execute and deliver, upon - '~ it. uny and
all assignments and other instruments suff: =nut for the
purpcre of confirming this assignment of the awards and
payments to Secured Party free and clear >f any encumbrances
of any k.nd or nature whatsocever. Any such award or payment
may, at the option of Secured Party, be retaired and appliel
by Secured Party arfter payment of reasonable attorneys’
fees, costs and expenses incurred in connection with the
collection of such award or payment toward payment of all or
a portion of the Obligations, whether o~ not the Coligaciour
are inen due and payable, or be paid over wholiy cr in part
to Debtor for the purpyse of al.ering, restoriay or ie-
buildirg ~ny part o. th. Co'lateral which may have been
aliererd, Aamaged or decstroyed as & result of any such
taking, or other injury to the Zollateral.

EXECUTED this /2 day of Jecewnber™, 198e.

DEBTOR:
WALTER OIL & GAS CORPORATION




THE STATE OF __ 4sc

COUNTY OF _ ¥/ As¢-”

This irstrument was‘ncknowlqued befo-~ me on !
. ... 98 by L Al 7y o Las Juclre
of Wa..»r .1 & Gas yrporation, 2 'lexas co1 >rution, on
behalf of said corporation.

{ g i i

iy //U_, Faar Uk (_H-j_:"f;.uu
Nota;t "ublic in,and for
The ate of . EX A S
Neme: .
My co.mission expires:

vy DR 111111
[ FTTRTA W 1 of Tans

3DPKS/A
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EXHIBIT A

PREAMBLE
(Texas)

This &xhibit A sets fortl. the descripticn of the 0il znd
~ar Properties covered by the De 1 cf 4. ust, As-ignment,
Securitv Agreswent, Assignment _f Secu.ity Inter:sts and
Liena, assio:;~w 1t ol Production and “ina..cing Statemenc (tr~»
"Daed of T sc") to .ch this >xhibit *» s attz e”.
Capitalized terms used in this Pr amble and " t othe.vise
<eiiel hecein sh ! have the mea .ings rtcribed t =rete in
the , of ™r 3t.

i it Exhibit A consists of descriptions of the .
o8 nd minaral sases, overrid’ Ivyulties .4 otner
inte ., ts ¢c .ring 1nds located wi. .in t'» Sta e of Te s or
fedest lar..s loca“ed on the Oute Coutl.ental She and -
offshrve of  the Stite o Texas. Tha nea“ing frr zach i :Se
or gruup of leaser includes Debtor' Inter..al "m..peci rune.

2. Exhibit A incluess on or mora pages wiln tL.2
following subheadings:

Lease: The description of the lease or leases in
which Debtor owns an interest covered by this
Exhibit. Where applicable, the original
lessor and lessee, Federal Lease Number, the
date of the lease, the lands covered by the
lease and other descriptive information
relating to the lease is set forth.

Limitations: The infornation next to this subheading
descrikes the areas under each leare in which
Debtor owns an intercs.. Such description
shall in..ude all of Debtor's right, title and
interest in the o0il, yas and mineral leace.
and other interests listed in this Exhibit anc
not:an, interest in excess tnercof. If “none"
appears, there axz no limitatiuns on Debtor's
interest ir the :reas or depths unasr tha
lease.

Contract List: Exhibit A may include one or more pages with
the heading "Contract List" which list certain

agreements that affect Debtor's interest in
RECEIVED the o0il, gas and mineral leases and other

DEC 15 1989
e eating & Envronn



o "1ship

inte.ests, and Debtor's incerest .n the wells
or units deacribed or i12f.rred to in the
exhibit, which oil, gas and mineral leases and
other interests and wells or units are lccated
in the prospect identified in the heading of
the page of the exhibit, to the extent such
agreements are in force and effect. The
reference to such agreements shall not
constitute a ratification or other recognition
of the validity,K or effectiveness of such
agreements o° otherwise revive same. Such
contracts ar. referred to by the type of
agreement that affects Debtor's interest in
oil, gas and mineral leases =nd other
in*erests. also shown is the dair. or the
elfective dat of the agreem.n' and ame Iments
thereto, and tl. parties to the ac—aament.

Exhibit A includes Debtor's Working Interest
and the Debtor's Net Revenue Interest for
certain wells, units or areas covered by a
lease. The wells or units are located in the
prospect identified in the heading of the
exhibit, and the prospect is located in the
county »f the State of Texas referred to in
the dr ription or oa <“ederal lands located
on the .uter Continental Shelf and offshore of
the State of Texas. The wells or units in the
particular prospect are locate upon the lands
covered by the »ii, gas 2°1 mineral leases,
overriding royalties or other interests
described in the exhibit that relate to that
prospect or lands pooled tnerewith. The
descriptions include the following:

Hall or Unit Name: The particular well or
unit located within the

P identified in the
: heading.
¥orking Intsrest: Debtor's Working Interest.
Het Revenue
Interest: Debtor's Net Revenue
Intarest.




The Working 1Interests and Net Revenue
Interasts are computed an. suet out herein
arfter tak’.g into account 2ll of the terms,
provicions and conditions of the agreements
and other instruments listed on the "Cont.act
List." It is not the intention of this
instrument to cover or include any intcrest of
any party other than Debtor; and .t is
expressly agreed that any third party ..uose
interest arises under or by %irtue or the
instruments on the %“{antract List®™, whither
delivered or recorded heretofore or hereaft:r
shall not be subject to this instrument, nou
shall any further action be requireud by
Debtor or Secured Party to evidence such
fact; and Secured Party hereby releases all
persons owning such interests insofar as such
interests arise under or are conferred cn such’
persons by virtue of the instruments on the
"Contract List."

The Debtor's Net Revcnue Interest means (i)
~.ith sespect to a vnit for which the Debt*or's
Net Reven- Interest is stated, that interest
in the applicable o0il or gas production
produced, saved and sold from such unitized,
pooled, communitized or participatinc areas
with respect to the existing interval in which
the well or wells located on such unit are
completed, wr -h is owned by the Debtor by
virtue of :its owvnership of the Debtor's
Working Interest in the leases included in
whole or in part in such area after deducting
all burdens against the production therefrou,
and (ii) with respect to a well for which the
Debtor's Net Revenue Interest is stated, that
interest in the existing inter ‘al in which
such well is completrd for production after
deducting all burdens against the production
therefrom which is owned by the Debtor by
virtue of its ownership of the Debtor's
Working Interest in the lease on which such
well is located.




\a

"Before Payout" and "After Payout" refer to
the Debtor's Working Interest and the Debtor's
let Revenue Interest "before payout" and
"after payout" as defined in the applicable
joint operating agreement ox otlier inscrument
affecting the well or unit as denoted in the
Exhibit. Debtor's interest may decrease or
increase as ¢ result of a reversionar:
interest, an operation wherein Debtor has
paic costs attributable to the interest of a
non-consenting party or a consenting party has
paid costs attributable to the interest of
Debtor as -~ non-consenting party, and the
consenting party is entitled to recover a
percentage of its cost, or other circumstance
which triggers an increase or decrease in such
interest. Debtor makes no undertaking
concerning the terms and conditions of the’
reversion or the status of payout, the costs
that may be recovered, whether or when such
recovery has occurred or will occur, or, in
the case of an election, what election will be
made. If more than one reversionary interest,
non-consent operation or other circumstance
affects a well or unit, "After Payout"
refers to the occurrence of the reversion of
the .iast f reverzionary int~rest recoug.ent
cL such othir circumstance.

\float\preamble.exh




GALVESTON STATE LEASE 175-S PROSPECT
e Gsaa._.T A

Lease: The State nf Texas 0il and Gas Lease No. 90571 dated October
2, 1984, by and between Garry Mauro, Commissioner of the
General Land Office of The State of Texas, Lesser, and
lapata Exploration Company, Pend Oreille 0i1 & Gas Company
and TP Operating Company, Lessees, covering Tract 175-§,
Gulf of Mexico, Galveston County, Texas, containing 640
acres, as shown on the official map of the Gulf of Mexico on
file in the General Land Office in Austin, Texas.

Limitations: None
Contract List:
(a) The Lease.

(b) Farmout Agreement dated November 24, 1986 between Pend Oreille 0il & Gas
Company, as Farmor, and TXP Operating Company and Walter 0il1 & Gas
Corporation, as Farmees. \

(c) Participation Agreement dated December 10, 1986 between TXP Operating
Company and Walter 0i1 & Gas Corporation.

(d) Assignment of Overriding Royaity Interest dated November 14, 1985 from
Pend Oreille 0i1 & Gas Company, et ai., to Floyd F. Foster, Jr. d/b/a/ F.
F. Foster & Associates, recorded in the Real Property records of
Galveston County, Texas under Film Code No. 004-24-0613.

(e) Assignment of 0i1 and Gas Leases dated effective January 1, 1987 from
Zapata Exploration Company to Walter 0i1 & Gas Corporation, recorded in
the Re:} Property Re:ords of Galveston County, Texas, under Film Code No.
005-06-1487.

(f) Participation Agreement dated January 21, 1987 batween Walter 0il & Gas
Corporation, on the one hani, «nd J. C. Walter, III, G. and P. Compar -,
Jack J. Horton, Jr., and J. E. Bishop, Inc., on the other hand.

(g) Partial Assignment of 0il and Gas Leases date¢ effective June 6, 1987
from Pend Oreille 0il1 & Gas Company, a: Assignor, tc TXP Operating
Co-?wy and Halter Oil & Gas Corporation, as Assignees, recorded in tne
sa; nPrzo&glrty Records of Galveston County, Texas under Film Code No.

(h) Assignment of Overriding Royalty Interest dated effective June 7, 1987
from Walter 911 & Gas Corporation to Robert D. Jolly, et al.

(1) The Walter 0i1 & Gas Corporation 1986 Exploration Program Agreement dated
effective as oF January 1, 1986, between Walter 0il and Gas Corporation,
Program Manager, and Rowan Petroleum, Inc., IP Petroleum Company, Inc.

RE i;l }'ﬂl.‘”l Company, as Participant.
DEC 15 1968 /
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(k)

(1)

(m)

(n)

(o)

(p)

(q)

(r)

Assignment dated effective as of June 8, 1987, between Walter 0il & Gas
Corporation, as Assignor, and Rowan Petr~oieum, Inc., et al, as Assignees.

Texas State Waters Consultant Agreement dated June 15, 1983, by and
between F. F. Foster and Associates, Pend Oreille 0i1 & Gas Company and
Zapata Expioration Company, as amended by Letter Agreements dated July
15, 1983, July 19, 1983 and October 12, 1983, and by Letter Agreements
dated June 15, 1984 and May 2, 1985, by and between F. F. Foster and
Assocfater, Pend Oreille 0i1 & Gas Company, Zapata Exploration Comj.2ny
and TXP Operating Company.

Texas State aters Ope:ating Agresment dated Seotember 28, 1983, but
effective June 15, 1983, by and between Pend Ore’iie Cil & Gas Company
and Zapata Expl:ration Commany.

Letter Participation Agreement dated March 26, 1984, by and be‘ween AP
gpenting Company, Zzpata Exploration Company and Pend Oreilla 01} & uas
ompany .

Letter Agreement dated January 16, 1986. %“etween W2lter 0.7 & £Zas
Corporation and Zapata Exploration Company.

Easement on State Land Bearing Misc. Easement No. 870074 dated April 22,
1987, from the State of Texas, as Grantor, to Walter Qi1 & Gas
Corporation, as Grantee.

Division Order dated July 27, 1987, from Walter 0i1 & Gas Corporation tc
Permian Operating Limited Partnership.

Short Term Gas Purchase Contract dated June 1, 1987, belween Southeastern
Marketing Company, as Buyer, and Walter 0il & Gas Corporation, as Seller,
as amended by Letter Agreement cdated December 17, 1987.

Gas Transportaticn reement dated August 1, 1798, between Winnie
;1»11“ Compzny, as Transporter, ard Walter Cil & Ga2s Corporation, as
hipper.

Ownership Interests: Walter Gi! & Gas Corporation’s ownership interests in

the above jescribed property are as foliows:
Working Interest 15.75521%
Net Revenue Interest 11.42253%

GALVESTON STATE LEASE 175-5



GALVESTON BLOCK 350 PROSECT

0i1 and Gas Lease of Submerged Lands dated September i,
1981, by and between tne United States of America, as
Lessor, and Transco Exploration Company, et al, as Lesses.
buring Serial Mo. OCS-3-4721 covering ali of Block 350,
aa'lvag on Area, as shown on OCS Official Leasing Kaip, Texas
ap No. 6.

Limitations: Walter 011 & Gas Corporaticn’s interest in the Lease is

limited to cperating rights covering depths from the surface
of the earth down to and including one hundred feet (100')
below the stratigraphic equivalent of the base of the Tex
W-2 sand, which sand is 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 surface lccation of 4704 feet
from the south Tine and 3440 feet from tha west line of
Block 350, Galveston Er2a, Offshore, Texas

Contract List:

(a)
(b)

(c)

(d)

(e)

(f)

(9)

The Lease.

Farmout Agreement dated July 1, 1987 between TXP Operating Company,
Energy Development Corporation, and Oneok Exploration Company, as
Farmors, and Walter 0i1 & Gas Corporation, as Farmee, as amended by
Ig.ct{.;;yhnmnts dated August 28, 1987, September 25, 1%87 and October

Assignment of Operating Rights dated effective as of October 18, 1987
from TXP Operating Company, et al, as Assignors, to Walter 0i1 & Gas
Corporation, as Assignee.

Awlqn-nt of Overriding Royalty Interest dated effective as of October
19, 1987 from Walter 0i1 & Gas Corporation, as Assignor, to Robert D.
Jolly, et al, as Assignees.

Only as to those parties named in this subplrl%nph (e), that certain
Walter 011 & Gas Corporation 1987 Exploration Program Agreement dated
effective as of January 1, 1987 between Waiter 011 & Gas Corporation, as
Program Manager, and Zilkha Energy Company, IP Petroleum Company and
Lignum 011 Company, as Participants.

Only a- to those parties named in this subparw (f), that certain
Walter 0i1 & Gas Corporation 1987 Exploration - ‘am Agreement dated
effective as of January 1, 1987 between Walter 0i1 * Gas Corporation, as
Program Manager, and Walter Development Corporation, as Participart.

Only as to those parties named in this subparagraph (g). that certain

Development Agreement dated effective as of January 1987 between
Walter 041 & Gas Corporation and Walter Development Corporation.

3
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{h) Assignment of Operating Right:s dated effactive uctober 2u, 1987 Leiwcen
I:Itor g:l & Gas Corporation, as Assignor, and Zilkha Energy Company, et
al, as Ass'gnees.

(1) Lataral lLine Intercornect and Reimburserent Agreement dated July 5,
1988, oetween Transcontinental Gas Pi~+ L. Corporation and Walter 01}
& Gas Corporation.

Cwnership Interests: Walter 011 & Gas Corporation’s ownership interests in
the above described property are as follows:

Before Lassor After Lessor

Profit_Sharing Profit Sharing
Working Interest 13.08536% (”G.Mzﬁll
Net Rsvcnue Interest 11.£8240% 5.35845%

“’Hanor 01 & Gas Corporaticn’s working interest ownarshiy reflected
above under the column “After Lessor Profii Skaring® is net of the 50%
Nei Profit Share interest reserved by the Uni States of America
Jnder the Lease.



GALVESTON BLOCK 351 PROSPECT

Lease: 0i1 and Gas Lease of Submerged Lands dated effective as of
Octobe- 1, 1987, by and between the United States of
America, as Lessor, and Walter 0i1 & Gas Curporation, as
Lessee, bearing Serial No. OC5-€ 9047, covering all of Block
351, Galveston Area, as shown on 0ZS Official Leasing Map,
Texas Map ho. 6.

Limitations: None

Contract List:

(a)
(b)

(c)

(d)

(e)

(f)

The Lease.

Assignment of Overridiny Royalty Interest dated effective as of October
1, 1987 from Walter 0i1 & Gas Corporation to Robert D. Jolly. et al.

Cnly as o those carties named in this subparagraph (c), that certain
Walter 011 & Gas ..rporation 1987 Expl -ation ram Agreement dated
effective as of January 1, 1987 between l1ter 011 & Gas Corpuration, as
Program Manager, and 7ilkha Energy Comj : .y, IP Petroleum Company, Inc.,
and Lignum 011 Company, as Participants

Walter 0i1 & Gas Corporation 1987 Exploration ram Agreement datec
effective as of January 1, 1987, between Walter 0il & Gas Corporation,
as Program Manager, and Walter Development Corporation, as Participant.

Only as to those parties named in this suhpanguph (d), that certain
r

Development Agreement dated effective as of Januar. 1, 1987, between
Walter 0i1 & Gas Corporation and Walter Development Corporation.

Assignment dated effective as of October 2, 1987, between Walter 0il &

Gas Corporation, as Assignor, znd Zilkha Energy Company, et al, as
Assignees.

Ownership Interests: Walter 0i1 & Gas Corporation’s ownershin interests in

the above described property are as follows:
Working Interest 18.66579%
Net Revenue Interest 15.16555%



GALVESTON BLOCY 385 PROSPECT

Lease:

0i1 and Gas Lease of Submerged Lands dated November 1, 1985,
executed on behalf of the United States of America, as
Lessor, in favor of Texas Gas Exploration Corporation, et
al, as Lessee, bearing Serial No. 0CS-G-8132, covering all
of Block 385, Galveston Area, as shown on OCS Official
Leasing Map No. 6.

Limitations: Walter 011 & &as Corporation’s interest in this Lease is

1imited to operating rights covering depths from the surface
of the earth down to the stratigraphic equivalent of 7,369
feet true vertical depth in the Walter 0i1 & Gas Corporation
0CS-G-8132, Well No. 2, located on Galve:ton Block 385.

Contract List:

(a)
(b)

(c)

(d)

(e)

(f:

(9)

(h)

(i)

The Lease.

Farmovt Agreement dated April 6, 1987 between SONAT Exploration Company
and CSX 0i1 & Gas Corporation, as Farmors, and MWalter 0:1 & Gas
%:;;oration, as Farmee, as amended by Letter Agreement dated April 21,

Partial Assignmeni of Operating Rights dated effective as of July 30,
1987 between SONAT Exploration Company, and CSX 011 & Gas Corporation,
as Assignors, and Walter 0il & Gas Corporation, as Assignee.

Assignment of Overriding Royalty Interest dated effective as of July 31,
1987 from Walter 011 & Gas Corporation to Ro! -t b. Jolly, et &i.

Onl{ as to those parties named in thii subparagraph (a{, that certain
Participation Agreement dated June 4, 1987 between Walter 011 & Gas
Corporation and Sequoia Associates Limited (predecessor in interest to
Bechtel Energy Partners, Ltd.).

Only as to those parties named in this subparagraph (f), that certain
Walter 011 & Sas Corporation Exploration Program Agreement dated as of
January 1, 1987 between Walter 0i1 % Gas Corporatior as Program nlmgor
and Zilkha Energy Company, IP? Pet.oleum Company, Inc. and Lignum 01l
Company, as Participants.

Only as to those parties named in this subparagraph (g), that certain
Walter 011 & Gas Corporation 1987 Exploration am Agreement dated as
of January 1, 1987, between Walter Ci1 & Gas Corporation and Walter
Development Corporation.

Development Agreement dated effective as of January 1, 1987, between
Walter 011 & Gas Corporation and Walter Development Corporation.

Assignment of Operating Rights dated effective as of September 10, 1987,

between Walter 0i1 & Gas Corporation, as Assignor, and Zilkha Energy
Corporation, et al., as Assignees.

b



Ownership Interests: Walter 011 & Gas Corporation’s own--ship interests in
the above described prroerty ave as [ollc..:

Well N
U:'Il No; 2 ‘ﬂ.xl?:ﬁ:hor
Working Interest 18.00994% 13.00994%
Net Revenue Interest 13.16977% 12.£2591%

Payout: :;odlfined in the Farmout Agreement described in item (b)
ve.

GALVESTON BLOCK 385 PROSPECT




GALVESTON BLOCK 389 PROSPECT

Lease:

+'1 and Gas Lease of Submerged Lands dated effective as of
vecember 1, 1979, by and between the United States of
America, as Lessor, and Mesa Petroleum Co., as Lessee,
bearing Serial No. 0CS5-G-4259, covering a'l of Block 389,
gﬂvoston Area, as shown on OCS Leasing Map, Texas Map No.

Limitations: 72.22222% of Walter 0i1 & Gas Corporation’s interest in this

Lease covers record title interest, as to all depths;
however, 27.77777% of its interest is limited tc operating
rights covering depths from the surfacs of the earth down to
a depth 100 feet below the stratigraphic equivalent of a
true vertical depth of 7,700 feet as sezn in the Walter 0il
& Ga: Corporation 0CS-G-4259, Wweli No. 1, located on
Galvz:ton Block 389.

Contract List:

(a)
(b)

{c)
(d)
(e)

(f)

(9)

The L. ice.

Assignment dated effective October 1, 1984, from Texaco Inc., as
Assignor, to Walter 011 & Gas Corporation, as Assignca,

Assig. ‘ont dated effective July 18, 1984, from Mesa Petroleum Co., as
Assignor, to Walter 0i1 & Gas Corporation, as Assignee.

Sublease Agrazement dated June 29, 1984, between Texaco Inc. and Walter
0i1 & Gas Corporation.

Farmout Agreement dated vune 6, 1984, betwee: Fesa Petroleum Company and
Walter 0il & Gas Corporation.

Assignment of Overriding Royalty Interest dated effective as of October
2, 1984, from Walter 011 & Gas Corporation, as Assignc:, to Robert D.
Yolly, et al, as Assignees.

As applicable, that certain Walter 0i1 & Gas Corporation 1982-1984
Explorativit Program Agreement dated April 1, 1982, between Walter 0il &
Gas Corporat on and Rewan Petroleum, Inc.; Walter 0il & Gas Corporation
1983-1 Exploration Program Agreement Jated December 1, 1983, by and
bctween Walter 0i1 & Gas Corporation and St r Drilling Corporation,
et al; Walter 0i1 & Gas ration 1983-1984 Exploration Program
Agreement dated Jenuary 1, 1983, between Waltur 011 & Gas Corporation
and William Ceci’. DeArman; Waltar 041 & Gas Corpor-ation 1983-1984
Exploration Program Agreement dated January 1, 1983, between Walter 0il
& Ras Corporation and Jiwmy F. Howell, M. D.; Walter 0i1 & Gas
Corporatio~ 1984 Exploration Program Agreeme.. dated April 12, 1984,
between Walter 0i1 & Gas Corporation and Se¢n Tome Venture Corporation;
Waiter 011 & Gas Corporation 1984 Exploration Program Agreement dated
June 1, 1984, betwezn Walter 0i1 & Gas Corporation and IP Petroleum

y




(h)

(1)

(J)

(k)

(1)

(m)

(n)

(o)

(p)

(a)

(r)

. C

Company, Inc.; Walter 011 & Gas Corporation 1984 Explorati.
Agreement dated April 12, 1984, between Walter 0il1 & Gas Corpura:...
Harold H. Hammer.

Joint Venture Agreement dated June 15, 1534, as amended, between Walter
0i1 & Gas Corporation and various "Walter Participants” didentified
therein, on the one hand, and Walter/NM Limited Partnership, on the
3thor hand, creating the Walter 0i1 & Gas Offshore Development Joint
enture.

Participation Agreement dated November 1, 1984, between Walter 0i1 & Gas
Corporation and Walter 0i1 & Minerals Curporation.

Assignments of Operating Rights dated effective as of October 3, 1984,
from W.1ter 0i1 & Gas Corporation, as Assignee, to Rowan Petroleum,
Inc., et al, as Assignees.

Offshore Operating Agreement dated effective as of June 29, 1984,
becween Walter O0i1 & Gas Corporation, as Operator, and Sequoia
Associates Limited, as Nonoperator.

Sales Agreement dated effective May 1, 1985, between Walter 0il1 & Gas
Corporation, as Buyer, and JKR Energy, Inc., as Seller.

Cordensate Handling Agreement dated June 1, 1985, between Marathon 0il
Company and Sun 011 Company, on the one hand, and Walt.. 0il & Gas
Corporation and Sequoia Associates Limitec, on the other hand.

Division Order dated April 30, 1987, from Walter 0i1 & Gas Corporation
to JM Petroleum Corporation.

Platform Use Agreement dated effective as of July 1, 1985, between
Houston 0i1 & Minerals and Kerr-Mctee Corporation, on the one hand, and
Walter 0i1 ° Gas Corporation, on the other hand.

Service and Maintenance Agreement dated July 21, 1985, between Walter
0i1 & Gas Corporation Tenneco 0i1 Company, as amended by Letter
Agreement dated October 3, 1986.

Agreement dated December 30, 1986, between Seagull Em:gy E&P, Inc.,
Walter 0i1 & Gas Corporation and Sequoia Associates Limitad.

Assignment of Easements and Bill of Sale dated effective December 31,

1986, between Walter 0i1 & Gas Corporation and Sequoiz Associates
Limited, as Sellers, and Seagull Energy E&P, Irc., as Buyer.

GALVESTON BLOCK 389 PROSPECT
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rship Interost: Walter 011 & Gas Corporat.on’s ownersh.p interests in
the abcove described Property are as follows:

Working Interest 5.902R5%
MNet Revenue Interest 4.72337%

GALVESTON SLOCK 389

/o



MATAGORDA BLOCK 525-L PROSPECT

Lease:

0i1 a'd Gas Lease bearing No. M-92454 dated April 7, 1987,
from the State of Texas, as Lessor, to Walter 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 of the Gulf of Mexico then 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)
(b)

(c)

(d)

(e)

(%)

(9)

(h)

{1

The Lease.

Assignrent of Overriding Royalty Interest dated effective as of April 8,
1987 from Waltar 011 & Gas Corporation, as Assignor, to Robert D. Jolly,
et al, as Assignees.

Only as to those parties named in this subparagraph (cj, that certain
Walter 0i1 & Gas Corporation 1987 Exploration aro1ru Agreement dated
effective as of January 1, 1987, between Walter 0il & Gas Corporation,
as Program Manager, and Zilkha Energy Company, IP Petroleum Company,
inc. and Lignum 011 Company, as Participants.

Only as to those parties named in this subparagraph (d), that certa:n
Walter 0i1 & Gas Corporation 1787 Exploration am Agreement dated
effective as of January 1, 1987, between Walter 0il & Gas Corporation,
as Program Manager, and Walter Development Corporation, as Participant.

Only as to those parties named in this subparaaraph (e), that certain
Participation Agreement dated June 16, 1987, between Walter 0i1 & Gas
Corporation, on the one hand, and J. C. .ialter, Jr., J. €. Walter, III,
and J. E. Bishop, Inc., on the other hand.

Only as to those parties named in this subparagraph (f), that certain
Development Agreement dated effective as of January 1, 1987, between
Walter 0i1 & Gas Corporation and Walter Development Corporation.

Assignment cated effective as of April 9, 1987, between Walter 041 & Gas
ﬁ:rgoution. as Assignor, and Zilkha Energy Company, et al., as
signees.

Gas Supply Contract dated February 12, 1988, between Waliler 011 & Gas
Corporation, as Seller, and Entex, as Buyer, as amended by Letter
Agreements dated February 15, 1588 and July 26, 1988.

Gas Tnnzrmtinn Agreement dated effective as of February 14, 1988,

between Texas Offshore Matagorda Commet and Transio y, as
Transporter, and Walter 011 & Corporation, as Shipper.

//
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(J) Condensats Scparator and Gas Dehyuration Facilitias Agreement dated
February 12, 1988, between Tejac Powe- Corporation and Waiter 0il & Gas
Sorporation, as amended by Letter Agreewent dated Aps!1 7, 1988.

{X) lettar Agr-ement dated June 7, 1983. hatween Texas OFfshore Matagorda
Commet and Transco Company, mf Walter 011 % Gas Corporation.

Ownership Interests: Walter 011 & Gas Cecrporatiun’s owner;hip intecests in

the above describec property zre as fo:lows:
Working Interest 27.42954%

Net Revenue Inierest 20.05785%

MATAGORDA BLOCK 5235-L PROSPECT
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BLOCKS 565/358 PIOSPECT

Limitations:

Contract List:
(a)
(b)

The Lease.

Assignment

011 and Gas Leasa cf Submergsd Lands bearing Serial No.
0CS-G-4138, by and between the United States of America, as
Lessor, and Maratnon 0i1 Company. Ameriada Hess Corporation
and The Louisfana Land and loration Company, as Lessee,
dated effecti.e as oy Octobar 1, 1975, covering that pertion
of Blou4s 338 and 565 seaward of tha Three Marine League
Line, Matagorda Island Area, as shown on OCS C7ficiai
Leasing Map, Texas Map No. 4.

Walter 2i1 & Gas Corporation’s interest in the Lease is

Timited to depths from the surface of the earth down to a
true vertical depth of 8,500 feet beneath the surface.

dated effective as of September 24, 1984, between Marathon

011 Company, as Assignor, and Walter Oil & Gas Corporation, as Assigaee.

ic)

Letter Agreement dated September 24, 1984, betwesern Marathon 0il1 Company

Jand Waiter 01 & Gas Ca-poraticn.

(d) Assignment

dated effective as of April 24, 1986, betwoen Amerada Hess

Corporation, as Assignor, and Walter 0i1 % Gas Corporation, as Assignee.

(e)

Agreements

Agreement dated effective as of April 24, 1986, between Amerada Hess
Corporation and Walter 0i1l & Gas Corporation, as amended b,

Letter

dated May 8, 1986, June 24, 1986, October 15, 1986 and

December 23, 1986.

(f) Assignment

of Operating Rights dated effective as of December 31, 1986,

between Walter 011 & Gas Corporation, as sssignor, and Marathon 0il
Company and Amerada Hess Corporation, as Assignees.

(9)

Letter Agreement dated April 19,

1988, between Walter 0i1 & Gas

Corporation, on the one hand, and Amerada Hess Corporation and Marathon
gﬂ Closqn{ly”.son the other hand, as amended hy Letter Agreement dated
une 16, .

(h)  Assignment

25, 1986, from Walter

of Overriding Royalty Interest dated effective as of April

il & Gas Corporation, Assignor, to Robert D.

Jolly, et al, as Assignees.

(1)

As applicable:

that certain Walter 0i1 & Gas Corporation 1982-1984

Exploration Program Agreement dated April 1, 1982, between Walter 0i1 &
Gas Corporation and Rowan Petroleum, Inc., Walter 0il & Gas Corporation

1983-84
between W.
et al.,

Walter 0i1 & Gas Corporation 1

Exr‘luratfon Program Agreement dated December 1, 1983, hy and
a

ter 011 & Gas Corporation and St’azo;‘ Drillllingtﬁorpu;auon,
- nloration Prograr

Agriement dated January 1, 1983, between Walter 0i1 & Gas Corporation
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(J)

(k)

(1)

(m)

{n)

(o)

(p)

(a)

(r)

and William Cecil DeArman, Walter 011 & 6Gas Corporacion .283-84
Exploration Program Agreement dated January 1, 1983, between Walter 0il
& Gas Corporation and Jimmy F. Howell, M.D., Walter 0i1 & Gas
Corporation 1984 Exploration Program Agreement dated April 12, 1984,
betweer Walter 0i1 & Gas Corporation and San Tome Venture Corporation,
Wait-r 0i1 & Gas Corporation 1984 Exploration Program Agreement dated
Je: . 1984, between Walter 0i1 & Gas Corporation and IP Petroleum
Cor any, Inc., Walter 0i1 & Gas Corporation 1984 Exploration Program
Agreement dated April 12, 1984, between Walter 0i1 & Gas Corporation and
Harold H. Hammer.

That certain Joint Venture Agreement da:>d June 15, 1984 as amended,
between Waiter 041 & Gas Corporation and various "Walter Participants”
identified therein, on the one hand, and Walter/NM | imited Partnership,
gn the ~ther hand, creating the Walter 0i1 & Gas Offshore Development
oint - tu-

Ass vt tparating Rights dutad effective as of April 26, 1986,
betwee: .c o wil & Gas Corporation, as Assignor, and Rowan Petroleum,
Inc., e* .’  as Assignees.

Easement on State Land bearirg Misc. Easement do. ME 860136 dated August
21, 1986, between The State of Texas, as Grantor, and Walter 0i1 & Gas
Corporation, as Grantec.

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

Participation Agreement dated July 11, 1988, between Walter 0il & cas
Corporation, on the one hand, and J. C. Walter, Jr., J. C. Walter, III,
aitld f._laro]e W. Looke, on tha other hand, pertaining to 0CS-G-413g, Well
No. 11.

Letter Agrsement dated July 5, 1988, between WKalter 0i1 & 6Gas
Ec‘:mrat{?n md] 1lmtm- Development Corporation, pertaining to 0CS-G-
38, Well No. 11.

interconnect Agrecement dated September 29, 1986, between Matagorda
Pipeline Partnership and Walter 0i1 & Gas Corporation.

Transportation Agreement dated September 17, 1986, between Matagerda
Pipeline Partrership and Walter 0i1 & Gas Corporation, &s amended by
Lcttn%grmnts dated September 19, 1986, January 8, 1938, and October

L]
Division Order dated deary 13, 1787, from Walter 0i1 & &as Corpuration
to JM Petroleum Corporation

MATAGORDA ISLAND BLOCKS 565 '558 PROSPECT
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(s) Gas Transportation Agreement dated as of February 14, 1988, between
Texas Offshore Matagorda Commet and Transco Company, as Trarsporter, and
Walter 041 & Gas Corporation, as Shipper.

(t) Condensate Separation and Gas Dehydration Facilities Agreement dated

February 12, 1988, between Tejas Power Corpuration and Welter 0il & Gas
Corporation, as amended by Letter Agreement dated April 7, 1988.

Ownerghi, -terests:  Walter 011 & Gas Corporation’s ownarship interests in
the above described Property are as follows:
A1l Production Other
1 1 than fror Well No. 11
a r Pavout P:.fs - Payout After Payou
Woraing Interest 30.41971% 30.41971% P P TLTI 26.00847%
Net Revenue Interest 22.00359% 21.22408% 18.786: %4 12.14632%
Payo_t: For Well No. 11, as defined in the letter Agrienent
described in item (g) above, and for all produciicn .ther

than from Well No. 11, as defined in tlie Assignmerc of
Overriding Royalty Interest described in iv.5 (h) above.

MATAGORDA ISLAND BLOCKS 56%/558

Ja



MATAGORDA 5.0CK 557 PROLPECT

Lease:

0i1 and Gas Lease No. OCS-G-4137, from the United States of
America, as Lessor, to Marathon 011 Coroany, Amerada Hess
Corporation and The Louisiana Land and Exploratien Company,
as Lessees, dated effective as of October 1, 1979, covering
that portion of Blr- 857 seaward of the Three Marine League
Line, Matagorda i..and Area, as shown on OCS Official
Leasing Map, Texas Map No. 4, containing 5620 acres.

Limitations:

(a) As to the Northwest Quarter (RW/3) of the Leaie;
operating rights from the 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 Dral Induction log for -the Walter Qi1 &
Gas Corporatics 0CS-G-4137, Well No. 3.

(b) As to the Northeast Quarter (NE/4) of the Lease;
operating rights from the surface of the earth down to
and including the stratigraphic equivalent of 10,200
feet T.V.D., as shown at a measured depth of 11,727
feet on the Dual Induction Focused Log Run #3, in EIf
Acquitaine, Inc.’s Kell No. A-4, Tocated on Block 557,
Matagorda Island Area, down to and including the
stratigraphic equivalent 9,865 feet T.V.D., as
shown at a measured dept™ 13,100 feet on the Dual
Induction log for the w.l.er 0f1 & Gas Corporation
0CS-G-4137, Well Ho. 4, STH No. 3.

Contrac s

(a)
(b)

(c)

(d)

The Lease.

Farmout Agreement dated February 1, 1986, between Marathon 011 Comoany,
Amerada Hess Corporation and The Louisiana Land and Exploration Company,
as Farmors, and Walter 0i1 & Gas Corporation, as Farmee, covering the
l]ﬂ‘: of the Lease (1,300 acres), as amended by Agreement dated March 17,

Farmout Agreement daced January 12, 1987, between Marathon 011 Company,
Amerada Hess Corporation and The Lout-iana Land and Exploration Company,
as Farmors, and Wal.er 0il & Gas Corporation and TXP rating Company,
as Farmees, covaring the NE/4 of the Lease (1,440 acres).

Participation Agreewent dated September 18, 1985. between Walter 011 &

Gas Corporation and TXP rating Company, as amended by Letter
Agreement dated April 19, l&?
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(e)

(f)

(9)

(h)

(1)

(&)

(k)

M

(m)

(n)

Letter Agreement dated ‘anuary 28, 1987, between Walter 011 & Gas
Corporation, on the one hand, and E1f Aquitaine, Inc. and BelNorth
Patrroleun Corporation, on the other hand.

The Walter Ci1 & Gas Corporation 1986 Exploration Program Agreement
dated effective as of January 1, 1986, between Walter Ji1 & Gas
Corporation, as ram Manager, and Rowan Petroleum, Inc., IP Petroleum
Company and Lignum 011 Company, as Participants.

Joint Venture Agreement dated June 15, 1984, as amended, between Walter
011 & Gas Corporation and various “"Walter Participants" {dentified
therein, oa the one hand, and Walter/NM Limited Partnership, on the
gthcr kand, creating the Walter 011 & Gas Offshore Development Joint
enture.

Assignment of Operating Rights in 011 and Gas Lease dated effective as
of 22, 1987, between Marathon 011 Company, Amerada Hess Corporation
and The Louisiana Land and Exploration Company, as Assignors, and Walter
011 & Ga: “orporation and TXP Operating Company, as Assignees, covering
the NW/4 of the Lease.

Assignment of Operating Rights in 011 and Gas Lease dated effective as
of July 18, 1987, between Marathon O0i1 Company, Amerada Hess
Corporation, and The Louisiana Land and Exploration Company, as
Assignors, and Walter 011 & Gas Corporation and TXP Operating Company,
as Assignees, covering the NE/4 of the Lease.

Assignment of o\nrridin? Royalty Interest dated effective as of July 19,
1987, between Walter 01l & Gas Corporation and TXP Operating Company, as
Assignors, and Robert D. Jolly, et al, as Assignees.

Assignments of Operating Rights dated effective as of July 20, 1987,
between Walter 0i1 & Gas Corporation, as Assignor, and Rowan Petroleum,
I:cihanf Walter/NM Limited Partnership, as Assignees, covering the NW/4
of the Lease.

Assignments of Operating Rights dated effective as of July 20, 1987,
between Walter Oil1 & Gas Corporation, as Assignor, and Rowan Petroleum,
l'\:‘ih“f Walter/NM Limited Partnership, as Assignees, covering the NE/4
of the Lease.

Gas Yransportation Agreement dated as of February 14, 1988, between
Texas Offshore Matagorda Commet and Transco Company, as Transporter, and
Walter 011 & Gas Corporation, as Shipper.

Condensate aration and Gas Dehydration Facilities t dated

February 12, 1988, between Tejas Power Corporation and Walter Oi1 & Gas
Corporation, as amended by Letter Agreement dated April 7, 1988.

MATAGORDA ISLAND BLOCK 557 PROSPECT
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(o) Crude 0i1 Purchase Agreement dated March 22, !!08. between 2 2the)
Petroleum Compary, as Buyer, and Walter Cil & Gas Corporatic:, s
Seller, as amended b) thtcr Agreements dated April 29, 1988, Jure 8,
1988 znd September 30,

Ownership Interests: Walter 011 & Gas Corporation’s ownership interests in
the above described property are as follows:

(a) Northweet Quarter of Block 557

Well No. 3
After Payout
Well No. 3 and A1l Other
Before Payout Production
Working Interest 16.16253% 16.16253%
Net Revenue Interest 11.79865% 11.28679%
Payout: As defined in the Farmout Agreement describec in item (b)
above.,
(b) Northeast Quarter of Block 557
¥ell No. 4
After Payout
Well No. 4 and A1l Other
Before Payout Production
Working Interest 16.16253% 16.16253%
Net Revenue Interest 11.79865% 11.28679%

Payout: Asbodofined in the Farmout Agreement described in item (c)
above.

NOTE: Walter 0i1 & Gas Corporation is overproduced by an amount of
305,392 MCF on production through October 31, 1988, in a2ccordance
uith the terms of the Ope rltinq Agro.nt incorporated into the
Participation Agreement describec i% (d) above

MATAGORDA ISLAND BLOCK'S57
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HATAGORDA ISLAND BLOCK 699 PROSPECT
Lease: 011 and Gas Lease of Submerged Lands dated October 1, 1983,

h‘ and between the United States of America, as Lessor, and
Champlin Petroleum Company, Pioneer Production Company,
Energy Development Corporation, and Williams Exploration
Company, as Lessses, bearing Serial No. 0CS-G-6055, covering
all of Block 699, Matagorda Island Area, OCS Leasing Map,
Texas Map No. 4, containing approximately 5,670 acres.

Limitations: Walter 011 & Gas Corporation’s interest in the Lease is

1imited to operating rights from the surface of the earth
down to the stratigraphic equivalent of 9,800 feet true
veriical depth, as found in the 0CS-G-8055, Well No. 2,
located on Matagorda Island Block 699.

Contract List:

(a)
(b)

(c)

(d)

(e)

(f)

(g)

The Lease.

Farmout Agreement dated August 3, 1987, between Union Pacific Reso.rces
Compary, ‘ina 01l and Chemical Company, and American Cometra, Inc. as
Farmors, and Walter 011 & Gas Corporation, as Farmee, as amendea by
Letter Agreement dated October 27, 1987.

Operating Agreement dated cffective 2s of October 1, 1983, between Union
Pacific Resources ca?’l.ny. as Operator, and Williams Exploration
Company, et al, as Non-Operacors.

Notice of Joint Op.rating Agreement dated August 3, 1987, between Union
Pacific Resources Company, Fina 011 and Chemical Company, and American
Cometra, Inc., on the one hand, and Walter 011 & Gas Corporation, on the
other hand, recorded in the Real Property Records of Aransas County,
Texas under File No. 157367.

Only as to thoze parties named in this subparagraph (e), that certain
Waiter 011 & Gas Corporation 1987 Exploration ram Agreement dated
effective as of January 1, 1987, between Walter 011 & Gas Corporation,
as Program Manager, and Zilkha Energy Company, IP Petroleum Company and
Lignum 011 Company, as Participants.

Walter 011 & Gas Corporation 1987 Exploration ram Agreement dated
effictive as of January 1, 1987, between Walter 041 & Gas Corporation,
as Program Manager, and Walter Development Corporation, as Participant.

Only as to those parties named in this suhplngrlph (f), that certain

Only as to those parties named in this subparagraph (r). that certain
Gevelopment Agreement dated effective as of January 1, 1987, between
Walter 011 & Gas Corporation and Walter Development Corporation.
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(h)

(1)

(J)

(k)

m

(m)

Participation Agreement dated September 8, 1987, between Walter 011 &
Gas Corporation, on the one hand, and J. C. Walter, Jr., J. C. Walter,
II1 and Carole Walter Looke, on the other hand.

Assignment of Opcrltin%.mghts dated effective as of September 25, 1987,
between Union Pacific Resources Company, Fina 0i1 and Chemical Company,
American Cometra, Inc. and Corexcal, Inc. as Assignors, and Walter 0il &
Gas Corporation, as Assignee.

As-‘gnment of Overriding Royalty Interest dated effective as of
September 26, 1987, between Walter 011 & Gas Corporation, as Assignor,
:nd Robert D. Jolly, David A. Putska, and Rodney L. Cottrell, as
esignees.

Assignment of Operating Rights dated effective as of September 27, 1987,
between Walter Oil & Gas Corporation, as Assignor, and Zilkha Energy
Company, IP Petroleum Company and Lignum 011 Company, as Assignees.

That certain Agreement dated September 22, 1988, between Enron Gas
Pipeline Operating Company and Walter O0i1 & Gas Corporation styled
"Enron Gas Pipeline Operating Company, Lateral Line Interconnect and
Operation Agreement, Matagorda Island Block 699 Project”.

Ratification and Joinder-In Agreement for the Ounorshiﬂ and Operation of
the Matagorda Offshore Pipeline System Onshore Liquid Handl 1;?‘F|cmty.
Rafuﬁio ounty, Texas, dated effective as of November 1, 1988, between
Oxy USA, Inc. (Operator), et al, on the one hand, and Walter 011 & Gas
Corporation, on the other hand.

Ownership Interests: Walter 011 & Gas Lorporation’s ownership interests in

the above descrited property ars as follows:
Well No. 2

After Payout
Well Mo, 2 and A1l Other

_Production
Working Interesi 14.61538% 14.61538%

Net Revenue Interest 10.68750% 10.30750%

Payout: &dnﬂud in the Farmout Agreement described in item (b)
ve.

MATAGORDA ISLAND BLOCK 699 PROSPECT



