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February 13, 1992 

Ms. LaNelle Boehm 
A d j i d i ca t i ons Sec t ion LE-3 
Minera ls Management Service 
.1201 Elnwood Park Boulevard 
New Orleans, Lou i s i ana 70123-2394 

Dear Ms. Boehm: 

^ FEB 19 1992 

MINERALS MANAGEMENT SERVICE 
LEASING & ENVIRONMENT 

*AiH!NCTO»« DC 

JOi •«« n f o c 

DAUAS 

SAN ASTOMIO 

. i i * n c : 

Enclosed i s an o r i g i n a l counterpart of Act of C o l l a t e r a l 
Mortgage, S e c u r i t y Agreement, Financing Statement, Pledge and 
Assignment of Production ( " C o l l a t e r a l Mortgage") dated December 19, 
1991, by British-Borneo Exploration, Inc. unto Any Future Holder or 
Holders which e f f e c t s the record t i t l e and/or operating r i g h t s 
i n t e r e s t s of British-Borneo E x p l o r a t i o n , Inc. i n each of the 
fo l l o w i n g O i l and Gas Leases frosa th*j United States of America: 

1. Dated e f f e c t i v e June 1, 1990, t o King Ranch O i l and Gas, 
Inc. and British-Borneo Petroleum, Inc., bearing S e r i a l 
No. OCS-G 11815, covering a l l of Block 596, West Cameron 
Area. 

2. Dated e f f e c t i v e May 1, 1990, t o C o c k i e l l Resources, Inc., 
bearing S e r i a l No. OCS-G 11940, covering a l l of Block 78, 
Eugene I s l a n d Area. 

3. Dated e f f e c t i v e May 1, 1991, t o Energy Development 
Corporation and British-Borneo Petroleum, Inc., bearing 
S e r i a l No. OCS-G 12817, covering a l l of Block 34, East 
Cameron Area. 

4. Dated e f f e c t i v e May 1, 1991, t o Energy Development 
Corporatio e t a l . , bearir, S e r i a l No. OCS-G 12820, 
covering a l l of Block 75, East. Cameron Area. 

5. Dated e f f e c t i v e J me 1, 1991, t o Energy Development 
Corporation, e t a , bearing S e r i a l No. OCS-G 12821, 
covering a l l of Block 76, East Cameron Area. 

Please f i l e t h e enclosed C o l l a t e r a l Mortaacje w i t h a copy of 
t h i s l e t t e r , i n Case F i l e No. OCS-G 11815. I n a d d i t i o n , please 
f i l e a copy of t h i s l e t t e r i n Case F i l e Nos. OCS-G 11940, OCS-G 
12817, OCS-G 12820 and OCS-G 12821 i n order t o n o t i f y t h i r d p a r t i e s 
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of the existence of the C o l l a t e r a l Mortgage which has been f i l e d i n 
Case F i l e No. OCS-G 11815. 

Also, enclosed i s our firm's check i n the amount of $125 00 i n 
payment for the f i l i n g of the C o l l a t e r a l Mortgage and the notice 
l e t t e r s as requested above. 

Should you have any questions regarding t h i s request, please 
c a l l me at 1-800-999-0529. 

Sincerely 

Mark P. Glanowski 
Senior Legal A s s i s t a n t 

Enclosures 

MPGI. 0292 \A I SC\»<*rm2 . l t r 
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RECEIPT 

The undersigned acknowledges r e c e i p t of t h i s l e t t e r and the 
Act cf C o l l a t e r a l Mortgage, Security Agreement, Financing 
Statement, Pledge and Assignment of Production dated December 19, 
1991, by British-Borneo Exploration, Inc. f o r f i l i n g i n Case F i l e 
No. OCS-G 11815, w i t h copies of t h i s n otice l e t t e r attached hereto 
t o be f i l e d i n Case F i l e Nos. OCS-G 11940, OCS-G 12817, OCS-G 
12820, and OCS-G 12821. 

MINERALS MANAGEMFMT SERVICE 

By:_ 
Date: 

MPC (V* 1 ,MISC\9o*hm2. l t r 



RECEiveo 

NOV 20 A91 
FINANCING STATEMENT 

MHierab Managment Service 
i —two | bwirwwetrt 
wn • T n i s statement i s presented t o a F i l i n g O f f i c e r f o r 
f i l i n g pursuant t o the Uniform Commercial Code cf Louisiana: 

1. Name and address of Debtor: 

WALTER OIL & GAS CORPORATION 
1021 Main Street 
Suite 2200 
Houston, Texas 77002 

2. Debtor J; Federal Taxpayer Number i s 74-2180343. 

3. Name and address of Secured Party: 

CITIBANK, N.A. 
399 Park Avenue 
New York, New York 10043 

4. This Financing Statement covers the f o l l o w i n g types 
o f property ( " C o l l a t e r a l " ) : 

A l l of Debtor's i n t e r e s t now owned or he r e a f t e r 
acquired i n and t o ( i ) a l l Operating Equipment, ( i i ) 
a l l Hydrocarbons severed and extracted from or 
attributable?, t o the O i l and Gas Properties, i n c l u d ­
ing o i l i n tanks, ( i i i ) accounts and accounts 
receivable ( i n c l u d i n g , but not l i m i t e d t o f accounts 
r e s u l t i n g from the sale o f Hydrocarbons a t the 
wellhead), contract r i g t s and general i n t a n g i b l e s 
now or h e r e a f t e r a r i s i n g i n connection w i t h the sale 
or other d i s p o s i t i o n of any Hydrocarbons, ( i v ) a l l 
Contracts and a l l general i n t a n g i b l e s now or here­
a f t e r a r i s i n g i n connection w i t h or r e s u l t i n g from 
Contracts, (v) a l l proceeds and products of the 
Realty C o l l a t e r a l , ( v i ) a l l F i x t u r e Operating 
Equipment, and ( v i i ) a l l proceeds, products, 
increases, p r o f i t s , s u b s t i t u t i o n s , replacements, 
renewals, a d d i t i o n s , amendments and accessions o f , 
to and f o r a l l of the above described property. 

I t i s not the i n t e n t i o n o f t h i s Financing Statement 
t o cover or include hereunder any i n t e r e s t other 
than the undivided percentage i n t e r e s t of Debtor i n 



and t o the C o l l a t e r a l i d e n t i f i e d as the "Mortgaged 
I n t e r e s t " i n E x h i b i t "A", plus any and a l l i n t e r e s t s 
the Debtor may h e r e a f t e r acquire i n any of the 
C o l l a t e r a l hereunder; and i t i s expressly agreed 
t h a t i n t e r e s t s i d e n t i f i e d cn E x h i b i t "A" as "Third 
Party I n t e r e s t s " , whether such i n t e r e s t s have 
h e r e t o f o r e been assigned or d e l i v e r e d t o such t h i r d 
p a r t i e s , or evidenced of record, s h a l l not be 
subj e c t t o the s e c u r i t y i n t e r e s t evidenced hereby, 
nor s h a l l an> f u r t h e r a c t i o n be required by Debtor 
or Secured Party t o evidence such f a c t ; and Secured 
Party hereby releases a l l such "Th i r d Party 
I n t e r e s t s " from the s e c u r i t y i n t e r e s t evidenced 
hereby; provided t h a t , should Debtor hereafter 
acquire any of such "Thirt 1. Party I n t e r e s t s " , then, 
but a t nc time p r i o r , such i n t e r e s t s s h a l l be 
subject hereto. 

5. As used herein, t he f o l l o w i n g terms have the 
meanings set our below: 

a. " O i l and Gas Property or Pr o p e r t i e s " means 
( i ) t h e o i l , gas and/or mineral leases, mineral 
e s t a t e s , subleases, farmouts, r o y a l t i e s , o v e r r i d i n g 
r o y a l t i e s , net p r o f i t s i n t e r e s t s , production 
payments and s i m i l a r mineral i n t e r e s t s described i n 
E x h i b i t "A" attached hereto and made a p a r t hereof 
f o r a l l purposes i n c l u d i n g , but not l i m i t e d t o , the 
net revenue i n t e r e s t s warranted i n E x h i b i t "A", ( i i ) 
any production u n i t or u n i t s which may a f f e c t a l l 
or any p o r t i o n of such mineral i n t e r e s t s i n c l u d i n g , 
w i t h o u t l i m i t a t i o n , those u n i t s which may be des­
c r i b e d or r e f e r r e d t o on E x h i b i t "A" or any u n i t 
created under orders, r e g u l a t i o n s , r u l e s or other 
o f f i c i a l acts of any Federal, s t a t e or other 
governmental body or agency having j u r i s d i c t i o n , 
( i i i ) any other i n t e r e s t i n , t o or r e l a t i n g t o (A) 
a l l or any part o f the land described e i t h e r i n 
E x h i b i t "A" 5r (B) any of the estates, property 
r i g h t s or other i n t e r e s t s r e f e r r e d t o above, z.nd 
( i v ) any instrument executed i n amendment, correc­
t i o n m o d i f i c a t i o n , c o n f i r m a t i o n , renewal or ex­
te n s i o n of the same. 

b. "Hydrocarbons" means the o i l , gas, 
casinghead gas, other l i q u i d or gaseous hydrocarbons 
and a l l other minerals i n and under or a t t r i b u t a b l e 
t o and t h a t may be produced from the lands covered 
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by t h e O i l and Gas P r o p e r t i e s , and a l l products 
r e f i n e d therefrom. 

c. "Operating Equipment" means a l l surface 
or subsurface machinery, equipment, f a c i l i t i e s , 
s u p p l i e s or other p r o p e r t y of whatsoever k i n d or 
nature (excluding d r i l l i n g r i g s , t r u c k s , automotive 
equipment or other p r o p e r t y taken t o the premises 
f o r temporary use) now or he r e a f t e r loca t e d on any 
of t h e property a f f e c t e d by the O i l and Gas 
P r o p e r t i e s which are u s e f u l f o r the production, 
t r e a t m e n t , storage or t r a n s p o r t a t i o n o f Hydro­
carbons. Operating Equipment s h a l l not include any 
items placed on an immovable which become component 
p a r t s of land, b u i l d i n g s , s t r u c t u r e s or improvements 
l o c a t e d t h e r e i n or thereon i n such a manner t h a t 
they no longer remain movables under the laws of the 
Sta t e of Louisiana. 

d. "Fixture Operating Equipment" means any 
of t h e items described i n the f i r s t sentence of 
subparagraph (c) above which as a r e s u l t of being 
placed on an immovable which become component parts 
of l a n d , b u i l d i n g s , s t r u c t u r e s or improvements 
l o c a t e d t h e r e i n or thereon and used i n the conduct 
of commercial and i n d u s t r i a l a c t i v i t y , c o n s t i t u t e 
f i x t u r e s under the laws o f the State of Louisiana. 

e. "Contracts" means a l l c o n t r a c t s , operating 
agreements, farm-out o r farm-in agreements, sharing 
agreements, m i n e r a l purchase agreements, 
righ t s - o f - w a y , easements, surface leases, permits, 
f r a n c h i s e s , l i c e n s e s , pooling or u n i t i z a t i o n 
agreements, u n i t designations and p o o l i n g orders 
now i n e f f e c t or h e r e a f t e r entered i n t o by Debtor 
a f f e c t i n g any of the O i l and Gas Properties, 
Operating Equipment, F i x t u r e Operating Equipment, 
or Hydrocarbons now, or h e r e a f t e r covered hereby, 
or which are useful o r appropriate i n d r i l l i n g f o r , 
producing, t r e a t i n g , h a n d l i n g , s t o r i n g , t r a n s p o r t i n g 
or marketing o i l , gas or other minerals produced 
from any of the p r o p e r t y a f f e c t e d by the O i l and Ges 
P r o p e r t i e s . 

f . "Realty C o l l a t e r a l ' means a l l of Debtor's 
i n t e r e s t i n and t o the O i l and Gas Prop e r t i e s and 
unsevered and unextracted Hydrocarbons. 
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6. The s e c u r i t y i n t e r e s t perfected by t h i s Financing 
Statement attaches t o the i n t e r e s t of Debtor i n minerals or 
the l i k e ( i n c l u d i n g o i l and gas) as such minerals are ex­
tr a c t e d and t J the accounts r e s u l t i n g from the sale thereof 
a t the wei!h?ad of the w e l l s located on the p r o p e r t i e s 
described i n E x h i b i t "A". 

7 - This instrument covers the interest of Debtor in 
fixtures. 

8. Products of c o l l a t e r a l are also covered. 

DEBmOR: 

WALTER O I L & GAS CORPORATION 

By: 

DPK/16911/2012 
06 135J.B 
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EXHIBIT A 

EUGENE ISLAND BLOCK 7P 

Lease: Oi l and Gas Lease of Submerged Lands bearing Ser ia 1 No. 
OCS-G 11940 dated e f f e c t i v e May 1 , 199G between the United 
States of America, as Lessor, and Cockrel l Resources, I nc . , 
?s Lessee, coveting a l l o f Block 78, Eugene Island Area, OCS 
O f f i c i a l Map, Louisiana Map No. 4 , contain ing 5,000 acres. 

L im i ta t i ons : None 

Contract L i s t : 

(a) The Lease. 

(b) Part ic ipat ion Agreement dated February 11 , 1991, amonn Cockrell Oi l 
Corporation, Cockrel l Resources, I n c . , Ernest H. Cockre l l , Carol C. 
Curran and Walter Oi l & Gas Cooperation. 

( c ) Operating Agreement dated February 1 1 , 1991, between Cockrell Oi l 
Corporation, as Operator, anu Emest. H. Cockre l l , Carol C. Curran, 
Walter Oil & Gas Corporation and Samedan Oil Corporat ion, as Non-
Operators. 

(d) Eight (8) Assignments of Overriding Royalty a l l dated February 8, 1991, 
from Cockrell Resources, Inc. to e ight ce r ta in employees o f Cockrell Oi l 
Corporation (namely W. Fred Deusinger, Ban T. Faulk, C l i f f o r d S. Foss, 
J r . , Daniel F. Gayle, Milton T. Graves, Feldor H. Hollenshead, Charles 
W. Hubbard, and Robert W. Kelsey) assigning over r id ing roya l t ies 
to ta l ing 2.125% of "Assignor's Net Revenue I n t e r e s t " . 

(e) Assignment dated e f fec t i ve February 11 , 1991, between Cockrell 
Resources, I n c . , as Assignor, and Ernest H. Cockre l l , Carol C. Curran, 
Walter Oil & Gas Corporation and Samedan Oil Corpor«*ion, as Assignees. 

( f ) Assignment of Overr iding Royalty In te res t dated e f f e c t i v e February 12, 
1991, from Walter O i l & Gas Corporat ion, as Assignor, in favor of David 
A. Pustka, Rodney L. C o t t r e l l , James H. Dick, Kurt G. Sommer, and Walter 
Oi l & Gas Corporat ion, as Assignees, being the conveyance c f the "Walter 
Employees Overr ide" as provided f o r under documents h, i , j and k below. 

(g) Assignment dated e f fec t i ve February 13, 1991, between Walter Oi l & Gas 
Corporation, as Assignor, and Br i t ish-Borneo Exp lora t ion, I nc . , Columbus 
M i l l s , I nc . , J . F. Howell, and Walter Energy Corporat ion, as Assignees. 

(h) Only as to the par t ies named in t h i s subparagraph, tha t cer ta in 1990-91 
Program Agreement dated as of August 1 , 1990 between Walter Oi l & Gas 
Corporation, as Program Manager, and Columbus M i l l s , Inc . , as 
Part ic ipant . 



EUGENE ISLAND BLOCK. 78 

( i ) Only ar, to the par t ies named in t h i s subparagraph, t ha t cer ta in 1991 
Program Agreement dated as of January 1 , 1991 between Walter Oil I Gas 
Corporation, as Program Hanager, and Br i t ish-Borneo Explorat ion, Inc . , 
as Par t i c ipan t . 

( j ) Only as to the par t ies named in t h i s suoparagrapn, t ha t cer ta in 1991 
Program Agreement dated as of January 1. 1991 between Walter Oi l & Sas 
Corporation, as Program Manager, and J . F. Howell, as Par t i c ipan t . 

( k ) Only as to the par t ies named in t h i s subparagraph, t ha t cer ta in 1991 
Program Agreement dated as of January 1 , 1991 between Walter 011 & Gas 
Corporation, as Program Manager, and Walter Energy Corporation, as 
Par t ic ipant . 

(1 ) That cer ta in Development. Agreement dated as of January 1 , 1991, between 
Walter Oi l & Gas Corporation and Walter Energy Corporat ion. 

(m) As to the pa r t i es named in t h i s subparagraph, the Conveyance of 
Overriding Royalty Interest dated e f f e c t i v e February 14, 1991, from 
Walter Energy Corporat ion, as Assignor, in favor o f Leeway & Co., et 
a l . , as Assignees. 



EUGENE ISLAND BLOCK 78 

Ownership In terest : 

MORTGAGED INTEREST: 

Walter Oil & Gas Corporat ion (1) 

THIRD PART ' INTERESTS: 

Walter En iy Corporat ion (Exp.) 
Walter En v Corporat ion (Dev.) (1) 
J . F. Howe 11 
Columbus " . i l l s , Inc . 
Brit ish-Borneo Exp lo ra t ion , Inc. 
Ernest H. Cockrall 
Carol C. furran 
Samedan Oil Corporation 
David A. Pustka 
Rodney L. Cot t re l l 
James H. Dick 
Kur t G. Soitmer 
WOGC ORR Pool 
Cockrel l Staff ORR (2) 
United States of America 

Wor<ing 
In te res t 

5.03665% 

11.30022 
1.24,25 
1.50 570 
8.37054 

10.04464 
18.75C00 
18.7500C 
25.0000C 

-0-
-0-
-0-
-0-
-0-
-0-
-0-

Revenue 
Interest 

4.05765% 

9.10374 
0.99993 
1.21384 
6.74352 
8.09221 
15.29297 
15.29297 
20.39062 
0.10500 
0.10500 
0.10500 
0.04800 
0.01200 
1.77083 
16.66667 

100.00000% 100.00000% 

Estimated interest subject to adjustment pursuant to the Development 
Agreement described in iten. (1) above. 

Being the parties identified in item (d) above. 
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RECEIVED 

NOV ?,0 1991 

Itinerate Management Service 
Uasinc & EnvirormerJ * C T O F COLLATERAL CHATTEL MORTGAGE AND 

^*OLLATFRAL MORTGAGE, PLEDGE AND ASSIGNMENT 

THE STATE OF TEXAS 5 
S 

COUNTY OF HARRIS § 

3e i t known that- on t h i s dsy o f O c J i b ^ Y . 1991, before 
me, the undersigned Notary Public, duly commissioned and q u a l i ­
f i e d i n and f o r the County and Stare a f o r e s a i d , and t h e r e i n 
r e s i d i n g , and i n the presence of the undersigned competent 
witnesses, whose names are subscribed hereto, 

Personally came and appealed WALTER OIL & GAS 
CORPORATION, a Texas co r p o r a t i o n , appearing herein 
through J. C. Walter, I I I , i t s duly authorized 
President, a c t i n g pursuant t o r e s o l u t i o n s of t h ^ Board 
of D i r e c t o r s of such co r p o r a t i o n , a c e r t i f i e d ex+r^ct 
of which are attached hereto ("Mortgagor") 

which Mortgagor- through i t s representative declared unto me, 
Notary, t h a t , d e s i r i n g t o secure funds and o b t a i n other c r e d i t 
_'rom any person, f i r m or corp o r a t i o n w i l l i n g t o loan and provide 
same, and f o r such purpose, Mortgagor does by these presents 
declare and acknowledge a debt i n the p r i n c i p a l sur j f EIGHTEEN 
MILLION and NO/100 DOLLARS (£18,000,000.00) and t o evidence such 
indebtedness, has executed, under date of December 12, 1988, 
tha t one c e r t a i n C o l l a t e r a l Mortgage and C o l l a t e r a l Chattel 
Mortgage Note ("Note") i n the p r i n c i p a l sum of EIGHTEEN MILLION 
AND NO/100 DOLLARS ($18,000,000.00) w i t h i n t e r e s t thereor a t the 
rate of eighteen percent (18%) per annum from and a f t e r the date 
thereof u n t i l paid, dated a t Houston, Texas, payable t o Bearer, 
due on demand a t 399 Park Avsnue, Nsw York, New York 1004 3 or 
at such other place as che Holder may from time t o time 
designate i n w r i t i n g , which Note, a f t e r having been paraphed "Ne 
Varietur" by me, Notary, f o r i d e n t i f i c a t i o n herewith, was 
delivered t o Mortgagor who acknowledges r e c e i p t thereof. 
Mortgagor f u r t h e r declared t h a t the Note would be pledged and 
delivered f o r the purpose o f r a i s i n g funds and o b t a i n i n g other 
c r e d i t as here t o f o r e s t a t e d , and Mortgagor does by these 
presents acknowledge t o be indebted unto any f u t u r e holder or 
holders of the Note ("Holder") i n the f u l l amount thereof, 
together w i t h i n t e r e s t , a t t o r n e y s ' fees, insurance premiums, 
taxes, expenses and costs as provided f o r hereunder, i f any 
should accrue. 



ARTICLE I 
D e f i n i t i o n s 

Mortgagor agrees t h a t , as used i n t h i s instrument, the 
f o l l o w i n g terms s h a l l have the i o l l o w i n g meanings: 

1.1 "Bank" means Citibank, N.A., 399 Park Avenue, New 
_ iK, New York 10043. 

1.2 "Base Rate" means a f l u c t u a t i n g i n t e r e s t r a t e per 
annua as s h a l l be i n e f f e c t from time t o time, vhich r a t e per 
annun s h a l l a t a l l times be equal t c the higher o f : 

(a) the * \ t e of i n t e r e s t announced p u b l i c l y by the 
Eank i n New '/or*., KrW York, from time t o time, as the 
Bank'ft base r a t e ; «• d 

(b) 1/2 o l ons percent (1/2% )per annum above the 
l a t e s t three-week moving average of secondary market 
morning o f f e r i n g rates i.n the United States f o r three -
noi t h c e r t i f i c a t e s of deposit or p»:jor United States money 
-rket L.xnkf, such three-weei.. moving average being 

" •'teix ir.ee * weekly on each Monde.y (or, i f any such day i s 
Dt ^ rW'Lness Day, on the next succeeding business Day) 
".iT the three-week period ending on the previous Friday by 
t .e Bank on the basis of such rates reported by c e r t i f i c a t e 
; f depor.it dealers t o and published by the Feae.il Reserve 
Hank of New York or, i f «*uch p u t l i c a t i o n s h a l l be 5 ispended 
cr terminated, on thc basis c'J ^aotutions f o r su ?h rates 
received by the Bank from t h r e e 11 tv York c e r t i f i c a t e of 
'.eposit dealers of recognized ? cai.ding selected Ly the 
Sank, i n e i t h e r case adjusted t o the nearest 1/4 of one 
percent c i , i f there i s no nearest 1/4 of one percent, t o 
the n«»xt higher 1 I of one ^ e r c e r t . 

1.3 "Busii.ess Cay" means a d?.y of Via year on which banki 
are not .equlred c r authori*:«2d t o close ii> V?sw York C i t y . 

1.4 " C o l l a t e r a l " means a l l o f Mortgar' -'s i n t e r e s t as se *. 
f o r t h cn E x h i o i t "A" or es h e r e a f t e r acquired, l a g a l or b e n e f i ­
c i a l , i r anc t o (a) tb'j O i l and Gar- Properties* (b) a l l unsev­
ered and unextracted Hydrocarbons; (c) a l l Operating Equipment; 
(d; a l l Hydrocarbons severed and e x t r a c t e d from the O i i and Gas 
Properties i n c l u d i n g o i l i n tanks; (e) a.ll accounts and accounts 
receivable nov. or h> r e a f t e r a r i s i n g i n connection w i t h the sale 
cr otttet d i s p o s i t i o n of a iy Hydroca> pons; ( f ) a l l Contracts; ig) 
a l l ents, issues, p r o f i : s , proceeds, produces, revenues and 
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o the r int onto u o n o r a t t r i b u t a b l e t o the O i l and Gas Proper t ies 
and t.J a 1 ! unsevered and unex t rac ted Hydrocarbons; ,h) a l i 
Immovable o p e r a t i n g Equipment; and | i ) a l l proceeds, p i_<Ucts , 
renewals, i nc reases , p roJ iLs , s u l s t i t t - . j o r s , replacements, 
add i t i ons , attornments and access ion- the reof , t h e r e t o or 
t h e r e f o r . 

1.5 "Con t rac t s " means a l l c o n t r a c t s , agreements, opera t ing 
agreements, f a r m - o u t or farm-i r . agreements, sharing y.greem-ants, 
minera l purchase agreements, r i g h t s - o f - w a y , s r v i t u d t s , e*se-
mentr., surf-ice lease , permits , f r a n c h i s e s , l i c enses , p o o l i n g , 
coram - .ni w ization o r u n i t i z a t i o n agreements, u n i t des ignat ions and 
p o o l i n J orde-1 t.ow i n e f f e c t o r h e r e a f t e r entered i n t o by 
MortJ igor a f f e c t i n g any o f the O i l and Gas P rope r t i e s , Operat ing 
Equipment, immovable 'Operating Equipment, or Hydrocarbons now, 
C»l" hereaf ter enveved hereby, or which are u s e f u l o:- appropr ia te 
i n d r i l l i n g f o r , producing, t r e a t i n g , hand l i i . g , s t o r i n g , 
t r ? - ' - p o r t i n g o r marke t ing o i l , gas o r o ther minera l s produced 
f r o i r iny of t he p r o p e r t y a f f e c t e d Ly the O i l t nd Gas Proper­
t i e s . . 

1.6 " D e f a u l t Rate" means a r a t ? o f i n t e r e s t equal t o the 
l e t sei of the Bas « a t e p)us two percent (2%) or the naximuw 
nor. r i r i o u s r a t e permittee" by a p p l i c a b l e law. 

1.7 "Event o f De fau l t " s h a l l hare the meaning set f o r t h 
i n A r t i c l e 5.2 h e r e o f . 

1.8 "Hydrocarbons" means o i l , gas, casingheaa gas, othe-*-

l i q u i l or gaseoos hydre^ rbens and a l l o ther minera l s i n and 
under or a t t r i b u t a b l e t*_ and t h a t may be produced, obtained or 
secured f rom, t h e lands covered by the O i l a r d Gas P roper t i e s , 
and a l l products r e f i n e d t h e r e f r o m . 

1.? "Immovable Operating Equipment" m^.m: any o f the items 
described i n t h e f i r s t sentence o f paragraph .\.12 which as a 
r e s u l t of be ing incorpora ted i n t o r e a l t y c r s t r u c t u r e s o r 
improvements l o c a t e d t h e r e i n or t he r eon , c o n s t i t u t e immovables 
under the laws o f t he State o f Lou i s iana 

1.1") " O b l i g a t i o n s " means (a) t he indebted nes •_- evidenced l*y 
t h e Note according t o i t s tvrms and tenor t h e r e o f , and a l l sums 
owing and t h a t m i g h t become due and owing thereon or thereunder, 
i n c l u d i n g , but n o t l i m i t e d t o , a l l p r i n c i p a l , i n t e r e s t and 
a t to rneys ' f ees p rov ided f o r t h e r e i n , as w e l l as any anc a l l 
renewals, ex t ens ions , amendments, s u b s t i t u t i o n s , and r e a r i e-
r ^ n t s of the Note o r any p a r t t h e r e o f ; (b) the observance and 
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performance f a l l covenants, agreement's =*r,d s t i p u l a t i o n s 
contained i n t h i s ins t rument ; ?r.>J ^ c) a ] l *̂  IT iti afivan^ec! or costs 
or expenses i n c u r r e d by Holdt 1-ereundet . 

1.11 o i l ?.nd Gas Property or P rope r t i e s ' means the 
o i l , gas and/cr minera l leases, minera l es ta tes , sublea jes , 
farmouts, r o y a l t i e s , o v e r r i d i n g r o y a l t i t i . net p r o f i t s ; 
interPSt-s, produ : t i o n payments and s i m i l a r minera l in te res t* 
described i n E x h i b i c "A" at tached hereto and -nadt? a p a r t hereof 
f o r a l l pur roses , (L) an/ p r o d u c t i o n u n i t or u n i t s which may 
a f f e c t a l l c r an\ p o r t i o n of s :h minera l i n t e r e s t s i n c l u d i n g , 
wi thout l i m i t a t i o n , those u n . : s which ma> je descr ibed or 
r e f e r r ed t o on E x h i b i t "A" or any u n i i * •.eal.ed under orders , 
r egu la t ions , r u l e s or ot ' ier o f f i c i a l ac-.j o f any Federa l , s t a te 
or other go/err .mental body or agency having j u r i s d i c t i o n , (c) 
any other i n t e r e s t i n , to or r e l a t i n c t o ( i ) a l l o r any p a r t o f 
w. ; land desc r ibed e i t h e r i n E x h i b i t "A" or i n the documents 
dascribed i r E x h i b i t "A" or ( i i ) any o f the s t a t e s , proper ty 
r : gh t s or e t h e r i n t e r e s t s r e f e r r e d to abc/e, and (d) any 
instrument executed i n amen^n^nt, - o r r e c t i o n , m o d i f i c a t i o n , 
c o n f i r m a t i o n , i enewal or extens ion o f v. e rr: ie. 

1.12 "Opera t ing Equipment" means a l l surface o r v . ibr .urfac° 
machinery, f i x t u r e s , equipment, f a c i l i t i e s , suppxies o t l ; l 
property of whatsoever kind or nat'ir*:* now or n t i f t e : : loc^ter? 
on any of the O i l and Gas r- ' -cpei t i* = which br* e f u l f c r ihe 
product ion, t r e a tmen t , stor^q-s c t r ' jnsporL ' m of Hydi o-
carbons, i n c l u d i n g , but no l i m i t e d co, a l l o i l w e l l s , qas 
w e l l s , water w e l l s , i n j e c t i o n wel ls . , casing., t u b i n g , lods , 
pumping u n i t s and engines, Christmas t r e e s . d e r r i c k s , 
separators, gun b a r r e i s , f l ov l i n e s t^nks, gas systems ( f o r 
gat l r i n g , t r e a t i n g and comrressior., , water systems ( f o r 
t r e a t i n g , d i s p o s a l anr* i n j e c t i o n ) . pc -c r p l a n t s , po.es , l i n - i s , 
t ransformers , s t a r r e r end c o n t r o l l e r s , machine shops., t o o l s , 
storage yards and 'JC jipment s t r red t h e r e i n , b u i l d i n g s anr! rumps, 
te legraph, t e l ephc ; e and other communication systems, roacts, 
loading racks anc shipping f a c i l i t i e s . Operat ing Equipment 
s h a l l not i n c l u d e any items i nco rpo ra t ed i n t o r e a l t y or s t r u c ­
tures or improvements located t h e r e i n or thareon i n such a 
manner t h a t t h e y no longer remain movable p r o p e r t y , whether 
corporeal o r i n c o r p o r e a l , under the laws o f the State of 
Louisiana. 



ARTICLE I I 
Creat ion o f P r i* / . 1 oge 

2.1 Mortgage and Pledge. I r o rder t o secure the f i l l and 
punc tua l payment and performance o f the O b l i g a t i o n s , Mortgagor 
does by these presents s p e c i a l l y mortg .ge , pledge, ass gn and 
hypothecate unto and i n favor o f Holdev , Mortgagor be ing bound 
t o warrant and defend the r i g h t t o so mortgage, p ledge, a s s i j r 
and hypothecate such proper ty , a l l art! s i n g u l a r , Mcr tgagor ' s 
i n t e r e s t i n and t o the C o l l a t e r a l , i t being Mor tgagor ' s 
i n t e n t i o n t o i n c l u d e hereunder a l l o t t h » p r o p e r t y , r i g h t s , 
t i t l e s , and i n t e r e s t s described i n A r t i c l e J..4 whether immovable, 
movable o mixed and in so fa r as p o s s i b l e , t o rendr.r by t h i s 
i n s v t u j e n t a l l o f such p r o p e r t i e s descr ibed i n A r t i c l e 1.1 
immovable by law. 

2.2 Mortgagor as Holder. Th i s ins t rument i s executed and 
g ran ted f o r the equal b e n e f i t and s e c u r i t y o f a iy and a l l f u t u r e 
Holders of the Note and the i n t e r e s t thereon f o r whatever pe r iod 
o r f o r whatever cause the Note may be issued or re i ssued f o r any 
reason whatsoever; i t being understood and agrepd t h a t posses­
s i o n of the Note a t any time by Mortgagor s h a l l not i n any 
manner ex t ingu i sh the Note or t h i s ins t rument , but t h a t Mor t ­
gagor shal 1. have the r i g h t t o issue and re issue the Note from 
t i m e to ti?ae as i t s i n t e r e s t or convenience may r e q u i r e , w i t h o u t 
i n any manner e x t i n g u i s h inc, c s a f f e c t i n g the o b l i g a t i o n o f the 
Note CJ the s e c u r i t y o f t h i s in s t rument . 

2.3 I n t e r e s t s Not owned, i ' l i s not the i n t e n t i o n o f t h i s 
A c t c f C o l l a t e r a l Cha t te l Mortgage and C o l l a t e r a l Mortgage, 
Pledge and Assignment t o cover or i nc lude herer.r.usr any i n t - r e s t 
o t h e r than the undiv ided percentage i n t e r e s t o f Mortgage 
i d e n t i f i e d as t he "Mortgaged I n t e r e s t " i n E x h i b i t "A" i n and t o 
t h e C o l l a t e r a l , p l u s any and a l l i n t e r e s t s the Mortgagor may 
h e r e a f t e r acquire i n any of the p r o p e r t i e s mortgaged h e r e m o i r ; 
and f t i s express ly agreed t h a t any t h i r d pa r ty whose i n t e r e s t s 
a r e i i t n t i f i e d on E x h i b i t "A" as " T h i r d Par ty Interests*'*, 
whether such i n t e r e s t s have h e r e t o f o r e freen assigned, d e l i v i r e d 
o r recorded s h a i l no t be subjec t t o t h i s ins t rument , the l i e n s 
c rea ted hereby, nor s h a l l any f u r t h e r a c t i o n be r e q u i r e d by 
Mortgagor or Holder t o evidence such f a c t ; and. Holder hereby 
releases a l l such " T n i r d Party In t . . t e s t s " from the l i e n evidenc­
ed hereby; p rov ided t h a t , should hc«rt?.icfor her?afVer acqu i re any 
o f such "Th i rd Pa r ty I n t e r e s t s " , t hen , but .vt no t ime p i * o r , 
such in t e re s t s s h a l l be subject h e r e t o . 
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ARTICLE I I I 
Proceeda fron? frroe :«*.tion 

3.1 Assignment o f Produc t ion . 

(a) Mortgagor , i n order «.o f u r t h e r secure the O b l i ­
gat ions, e f f e c t i v e as o f the ca te hereof , has pledged, 
pawned, ass igned, t r a n s f e r r e d cor 'eyed and d e l i v e r e d and 
does hereby p i -dge, pawn, assia.-. t r a n s f e r , convey and 
de l ive r unto Holder , a l l o f Mortg ' . t o r ' s i n t e r e s t , now owned 
or h e r e a f t e r acqui red , i n and t o the Hydrocarbons ^or the 
proceeds t h e r e f r o m ) the same t o be d e l i v e r e d i n t o p i p e ­
l ines connected t o the O i l a rd Gar. P roper t i e s , o r t o any 
other purchaser thereof t o t he c r e d i t of Holdor . 

(b) A l l p a r t i e s p roducing , purchasing, t a k i n g , pos­
sessing, p rocess ing or r e c e i v i n g any produc t ion f rom the 
O i l and Gas Proper t ies or hav ing i n t h e i r possession any 
such p r o d u c t i o n or the proceeds o f runs f o r which they or 
others are accountable t o Holder by v i r t u e o f the p r o ­
v is ions o f t h i s A r t i c l e 3 . 1 , are author ized and d i r e c t e d 
by Mortgagor t o t r e a t and reoard Holder as the assignee and 
t ransferee b f Mcrtgagor and n t i t l e d i n i t s place and stead 
to receive Mortgagor ' s i n . « * r e s t , now owned o r h e r e a f t e r 
' .cquired, i n and t o the Hydrocarbons and the proceeds o f 
r j n s to t he ex t en t t ha t Mortgagor would rece ive the same. 

(c) Mortgagor d i r e c t s and i n s t r u c t s each purchaser 
of p roduc t ion f rom the O i l and Gas Proper t ies t o pay t o 
Holder a l l o f uie proceeds o f Kort l agor ' s i n t e r e s t , now 
c med or h e r e a f t e r acqui red , i n and t o the Hydrocarbons 
u n t i l such t ime as such purchaser has been f u r n i s h e d 
evidence t h a t a l l o f the Ot l i g a t i o n s have been pain or 
ext inguished and t h a t the p r i v i l e g e evidenced hereby has 
been re leased . Mortgagor au tho r i ze s Holder t o r e c e i v . /.nd 
c o l l e c t a l l sums of money d e r i v e d irom the proceeds o f runs 
assigned hereunder, and no purchaser o f any p roduc t ion trom 
the O i l and Gas Proper t ies s h a l l have any r e s p o n s i b i l i t y 
f o r the a p p l i c a t i o n o f any funds pa id t o Holder . 

(d) Holder may ( i ) endorse and cash any and a l l 
checks and d r a f t s payable t o t he order o f Mortgagor or 
Holder f o i t h e account o f Mortgagor, received f rom or i n 
connection w i t h the revenues and proceeds o f the Hydro­
carbons a f f e c t e d hereby, and the same may be a p p l i e d at. 
provided h e r e i n and ( i i ) execute any t r a n s f e r o r d i v i s i o n 
orders :.n t he name of Hon l a g o r o r otherwise, w i t h warrants 
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and indemnities binding on Mortgagorr provided that Holder 
shall not be held l i a b l e f o r , nor be required t o v e r i f y , 
the accuracy of Mortgagor's interests as represented 
therein. 

(e) Holder shall have the r i g h t at Holder's election 
and i n the name of Mortgagor, or otherwise, t o prosecute 
and defend any and a l l actions or legal proceedings deemed 
advisable by Holder in order to coll e c t such funds and to 
protect the interests of Holaer and/or Mortgagor, with a l l 
reasonable costs, expenses and attorneys fees incurred i n 
connection therewith being peid by Mortgagor. 

( f ) The foregoing provisions of t h i s Section 3.1 
shall constitute an absolute and present assignment of a l l 
Mortgagor's interest in the Hydrocarbons. Holder grants 
to Mortgagor a conditional license to receive and s e l l such 
" Srocarbons, and the proceeds therefrom, and to use the 
same u n t i l the occurrence of an Event of Default (as 
defined hereunder) at which time such conditional license 
shall automatically terminate. The existence or exercise 
of such conditional license shall not operate to sub­
ordinate t h i s assignment, i n whole or i n part, t o any 
subsequent assignment by Mortgagor permitted hereunder, and 
any such subsequent assignment by Mortgagor shall be 
subject t o the rights of Holder hereunder. 

3.2 Application of Proceeds. A l l payments received by 
Holder pursuant to t h i s A r t i c l e I I I shall either be held by 
Holder in a cash c o l l a t e r a l account as additional Collateral or, 
at the option of Holder, applied at the time of receipt, or from 
time to time at the discretion of Holder, as follows: 

(a) F i r s t , to satisfaction of a l l costs and expenses 
incurred i n connection with the collection of such pro­
ceeds, and the payment of any part of the Obligations not 
represented by a written instrument; 

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

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

(d) The balance, i f any, shall be released to Mort­
gagor, i f not retained by Holder i n the cash c o l l a t e r a l 
account. 
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3.3 Release o f Proceeds. Holder or any f u t u r e Holder or 
Holders of the Note may at any time and from time t o time 
release to Mortgagor or i t s order a l l or any p o r t i o n of the 
funds received from the proceeds o f o i l , gas or other minerals 
as provided i n t h i s A r t i c l e I I I w i t h o u t i n any wise impairing, 
releasing or d i s c h a r g i n g the l i e n , p r i v i l e g e and s e c u r i t y of 
t h i s instrument, and the pledge and assignment herein provided 
f o r or a f f e c t i n g the v a l i d i t y t h e r e o f . 

3.4 Mortgagor's Payment Duties. Nothing contained herein 
w i l l l i m i t Mortgagor's absolute duty t o make payment of any 
indebtedness represented by the O b l i g a t i o n s when the proceeds 
received by Holder pursuant t o t h i s A r t i c l e are i n s u f f i c i e n t t o 
pay the i n t e r e s t and p r i n c i p a l then owing, and the r e c e i p t of 
proceeds under t h i s A r t i c l e w i l l be i n a d d i t i o n t o a l l other 
security now o r h e r e a f t e r e x i s t i n g t o secure payment of any 
indebtedness represented by the O b l i g a t i o n s . 

3.5 L i a b i l i t y of Holder. Holder i s hereby absolved from 
a l l l i a b i l i t y f o r f a i l u r e t o enforce c o l l e c t i o n of any of such 
proceeds, and from a l l other r e s p o n s i b i l i t y i n connection there­
w i t h except t h e r e s p o n s i b i l i t y t o account t o Mortgagor f o r 
proceeds a c t u a l l y received. 

3.6 I n d e m n i f i c a t i o n . Mortgagor agrees t o indemnify Holder 
against a l l c l a i m s , actions, l i a b i l i t i e s , judgments, costs, 
attorneys fees o r other charges o f whats sever k i n d or nature 
(hereafter r e f e r r e d t o i n t h i s A r t i c l e as "Claims") made against 
or incurred by Holder as a consequence of the a s s e r t i o n e i t h e r 
before or i f t e r the payment i n f u l l of the O b l i g a t i o n s , t h a t 
Holder received Hydrocarbons or proceeds pursuant t o t h i s 
A r t i c l e I I I which were claimed by t h i r d persons. Holder '11 
have the r i g h t t o employ att o r n e y s and t o defend against any 
such Claims and unless furnished w i t h reasonable indemnity, 
Holder w i l l have the r i g h t t o pay or compromise and adjust a l l 
such Claims. Mortgagor w i l l indemnify and pay t o Holder a l l 
such amounts as may be paid i n respect thereof, or as may be 
successfully adjudicated against Holder and a l l such amounts 
sh a l l be a p a r t o f the O b l i g a t i o n secured by t h i s instrument. 
The l i a b i l i t i e s o f Mortgagor as set f o r t h i n t h i s A r t i c l e w i l l 
survive the t e r m i n a t i o n of t h i s instrument. 
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ARTICLE IV 
Mortgagor's Warranties and Covenants 

4.1 Payment, and Performance of Ob l i g a t i o n s . Mortgagor 
covenants and agrees t h a t Mortgagor s h a l l p u n c t u a l l y pay when 
due a l l i n t e r e s t and p r i n c i p a l comprising the Obligations 
secured by t h i s instrument and a l l other amounts and indebt­
edness secured and t o be secured hereby and w i l l perform a l l of 
the terms, covenants and p r o v i s i o n s of any loan or other 
agreement entered i n t o by Mortgagor and Holder i n connection 
herewith. 

4.2 Warranties. Mortgagor warrants as f o l l o w s : 

(a) Mortgagor has good and marketable t i t l e t o the 
C o l l a t e r a l f r e e from a l l l i e n s , s e c u r i t y i n t e r e s t s or other 
encumbrances except as s p e c i f i c a l l y set f o r t h i n Ex­
h i b i t "A", or as •ermitted by the p r o v i s i o n s of 
A r t i c l e 4 . 4 ( i ) below. 

(b) Mortgagor has the f u l l power, a u t h o r i t y and l e g a l 
r i g h t t o mortgage, pledge, assign and hypothecate the 
C o l l a t e r a l t o Holder without the consent of any person and 
has a l l licenses, permits, q u a l i f i c a t i o n s and ether 
documentation necessary or appropriate t o own, and i f 
Mortgagor i s the operator of any of the C o l l a t e r a l , t o 
operate the C o l l a t e r a l . 

(c) The representations of Mortgagor as t o quantum 
and nature of the i n t e r e s t o f Mortqagor i n and t o the O i l 
and Gas Properties set f o r t h on E x h i b i t "A" includes the 
e n t i r e i n t e r e s t of Mortgagor i n the O i l and Gas Properties 
and are complete and accurate i n a l l respects. There are 
no "back-in" or "reversionary" i n t e r e s t s held by t h i r d 
p a r t i e s which could reduce the i n t e r e s t of Mortgagor i n the 
Oi l and Gas Properties except set f o r t h on E x h i b i t "A." 

(d) Except as pe r m i t t e d by A r t i c l e 4.4(h) below, 
Mortgagor has not received any n o t i c e of any claim of l i e n , 
p r i v i l e g e , r i g h t , t i t l e or i n t e r e s t t o any of the Col­
l a t e r a l from any t h i r d p a r t y and Mortgagor does not have 
any knowledge of any f a c t s , circumstances or conditions 
which could, by lapse of time or otherwise, r e s u l t i n any 
claim o f r i g h t , t i t l e , p z i v i l e g e , l i e n or i n t e r e s t by any 
t h i r d p a r t y i n or t o the C o l l a t e r a l . 



(e) There are no p r i o r consent r i g h t s o r p r e f e r e n ­
t i a l purchase r i g h t s i n t h i r d p a r t i e s a f f e c t i n g any p a r t 
of the C o l l a t e r a l , except as so t f o r t h i n t he Agreements 
described i n E x h i b i t " A " . 

( f ) No opera t ing o r o t h e r agreement t o which Mortga­
gor i s a p a r t y o r by which Mortgagor i s bound a f f e c t i n g any 
par t o f t h e C o l l a t e r a l r e q u i r e s Mortgagor t o bear any o f 
the cos t s r e l a t i n g t o t he C o l l a t e r a l g rea t e r than the 
leasehold i n t e r e s t o f Mortgagor i n such p o r t i o n o f the 
C o l l a t e r a l , except i n t he event Mortgagor i s o b l i g a t e d 
under an ope ra t ing agreement t o assume a p o r t i o n o f 
d e f a u l t i n g p a r t y ' s share o f c o s t s . 

(g) Mortgagor has no t rece ived any prepayment p r i o r 
to the date hereof under any agreement p r o v i d i n g f o r the 
sale by Mortgagor of Hydrocarbons which agreement conta ins 
a "take o r pay" clause o r s i m i l a r arrangement t h a t o b l i ­
gates Mortgagor t o d e l i v e r Hydrocarbons a t some f u t u r e t ime 
wi thout t h e n o r t h e r e a f t e r r e c e i v i n g f u l l payment t h e r e f o r . 

(h) Except as set f o r t h i n E x h i b i t " A " , Mortgagor i s 
not o b l i g a t e d t o "make up" any d e l i v e r i e s o f o i l o r gas t o 
any t h i r d p a r t y out of the p r o d u c t i o n from any o f the O i l 
and Gas P r o p e r t i e s . 

( i ) No approval or consent o f any person o r o f any 
r egu la to ry o r a d m i n i s t r a t i v e commission or a u t h o r i t y o r o f 
any o ther governmental body i s necessary under any e x i s t i n g 
laws or r e g u l a t i o n s (A) t o au thor i ze the execu t ion and 
d e l i v e r y o f t h i s ins t rument o r o f any w r i t t e n ins t ruments 
c o n s t i t u t i n g p a r t or a l l o f the Ob l iga t i ons o r (B) except 
as may be p r o v i d e d by the r u l e s o f the Louis iana Department 
of Conservat ion or the r e l a t i v e s t a t e r e g u l a t o r y a u t h o r i t y 
having j u r i s d i c t i o n over o i l and gas opera t ions i n 
Louis iana, t o au thor ize t he observance or performance by 
Mortgagor o f t he covenants conta ined i n th i s , ins t rument or 
i n the w r i t t e n instruments c o n s t i t u t i n g a l l o r p a r t of the 
O b l i g a t i o n s . 

( j ) A l l i n f o r m a t i o n conta ined i n statements o r 
repor ts f u r n i s h e d t o Holder by o r on beha l f o f Mortgagor 
r e l a t i n g t o t he C o l l a t e r a l was complete and accurate when 
made or d e l i v e r e d t o Holder . 

(k) Each o i l and gas lease c o n s t i t u t i n g a p o r t i o n o f 
the C o l l a t e r a l i s v a l i d and s u b s i s t i n g , a l l covenants, 
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condi t ions and o b l i g a t i o n s conta ined i n each such o i l and 
gas lease and any assignments or agreements r e l a t i n g 
thereto have been f u l l y performed and complied w i t h , and 
there e x i s t s no u n s a t i s f i e d demand or d i spu te between 
Mortgagor and any lessor or any pa r ty t o any such ass ign­
ment cr agreement. 

(1) A l l proceeds f rom the sale o f Mortgagor 's 
in te res t i n t h e Hydrocarbons are c u r r e n t l y being paid i n 
f u l l t o Mortgagor by the purchaser the reof on a t i m e l y 
basis and none o f such proceeds are c u r r e n t l y being held 
i n suspense by such purchaser o r any other p a r t y . 

(m) The opera t ion o f t he O i l and Gas Proper t i e s and 
the sa le , process ing , t r a n s p o r t a t i o n and market ing o f 
Hydrocarbons has been and i s c u r r e n t l y being conducted i n 
accordance w i t h a l l a p p l i c a b l e f e d e r a l , s t a t e and l o c a l 
laws, r u l e s , r e g u l a t i o n s , o rders and ordinances. 

(n) There i s no pending o r , t o the best knowledge of 
Mortgagor, th rea tened c l a i m , s u i t , j u d i c i a l or admini ­
s t r a t i v e a c t i o n o r proceeding which involves or may involve 
the C o l l a t e r a l o r any p a r t t h e r e o f or the p roduc t ion o f 
Hydrocarbons which , i f adverse ly determined t o Mortgagor, 
could have a m a t e r i a l adverse e f f e c t on t h r C o l l a t e r a l or 
the a b i l i t y o f Mortgagor t o pe r fo rm i t s o b l i g a t i o n s under 
t h i s i n s t r u m e n t . 

(o) A l l taxes , assessments, and governmental charges 
imposed upon the C o l l a t e r a l o r upon the income and p r o f i t 
of the C o l l a t e r a l have been p a i d when due. 

(p) A l l expenses i n c u r r e d i n or a r i s i n g from the 
operation o r development o f the C o l l a t e r a l have been or 
w i l l be p a i d when due. 

4.3 F u r t h e r Assurances. 

(a) Mortgagor covenants t h a t Mortgagor s h a l l execute 
and d e l i v e r such other and f u r t h e r ins t ruments , and s h a l l 
do such o t h e r and f u r t h e r ac t s as i n the o p i n i o n o f Holder 
may be necessary or de s i r ab l e t o ca r ry out more e f f e c t i v e l y 
the purposes o f t h i s i n s t rumen t , i n c l u d i n g , w i thou t 
l i m i t i n g t h e g e n e r a l i t y o f t he fo r ego ing , the f o l l o w i n g : 

( i ) Prompt c o r r e c t i o n of any d e f e c t i n the 
e x e c u t i o n o r acknowledgment o f t h i s ins t rument , any 

- 1 1 -



w r i t t e n instrument comprising p a r t or a l l of the 
O b l i g a t i o n s , or any other document used i n connection 
h e r e w i t h . 

( i i ) Prompt c o r r e c t i o n of any de f e c t which may 
h e r e a f t e r be discovered i n the t i t l e t o the Col­
l a t e r a l . 

( i i i ) To indemnify and hold Holder harmless from 
and against any and a l l costs anu. expenses, i n c l u d i n g , 
but not l i m i t e d t o , any and a l l cost, expense, loss, 
damage or l i a b i l i t y which Holder may s u f f e r or incur 
by reason of the f a i l u r e of t i t l e t o a l l or p a r t of 
the C o l l a t e r a l or by reason of the f a i l u r e or i n ­
a b i l i t y of Mortgagor, f o r any reason, t o convey the 
r i g h t s , t i t l e s and i n t e r e s t which t h i s instrument 
p u r p o r t s t o mortgage, pledge, hypothecate, convey, 
g r a n t or assign. 

( i v ) Prompt execution and d e l i v e r y of a l l 
d i v i s i o n or t r a n s f e r orders or other instruments which 
i n Holder's opinion are required t o t r a n s f e r t o Holder 
t h z proceeds from the sale of a l l of the Mortgagor's 
i n t e r e s t i n and t o a l l Hydrocarbons. 

(v) Prompt payment when due and owing of a l l 
taxes, assessments and governmental charges imposed 
on t h i s instrument, upon the i n t e r e s t of Holder or 
upon the income and p r o f i t s from any of the above. 

(b) Mortgagor covenants t h a t Mortgagor shal] maintain 
and preserve the p r i v i l e g e , l i e n and s e c u r i t y i n t e r e s t 
herein created so long as any of the Ob l i g a t i o n s remain 
unpaid. 

(c) Mortgagor covenants t h a t a l l i n f o r m a t i o n t o be 
furnished t o Holder by or on behalf of Mortgagor s h a l l be 
complete and accurate when made. 

4.4 Operation of O i l and Gas Prop e r t i e s . As long as any 
of the O b l i g a t i o n s retrain unpaid or u n s a t i s f i e d , and whether or 
not Mortgagor i s the operator of the O i l and Gas Properties, 
Mortgagor s h a l l ( a t Mortgagor's own expense) 

(a) nct ̂ nter i n t o any operating agreement, contract 
or agreement which i s burdensome on Mortgagor's i n t e r e s t 
and which m a t e r i a l l y adversely a f f e c t s the C o l l a t e r a l ; 
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(b) n e i t h e r abandon, f o r f e i t , surrender, release, 
s e l l , assign, sublease, farmout or convey, nor agree t o 
s e l l , assign, sublease, farmout or convey, nor mortgage or 
grant a p r i v i l e g e or s e c u r i t y i n t e r e s t i n , nor otherwise 
dispose c f or encumber any of the C o l l a t e r a l or any 
i n t e r e s t t h e r e i n , except f o r the sale of Hydrocarbons i n 
the c r d i n a r ; course of business and the Mortgagor may agree 
t o rarmont -> (provided t h a t such farmouts do not n e g a t i v e l y 
a f f e c t the value of the O i l and Gas Properties and co not 
a f f e c t the p e r f e c t i o n or p r i o r i t y of any l i e n i n favor of 
tne H o l d e r ) ; and the Mortgagor may release or drop expired 
leases which have no net value as determined by an engineer 
acceptable t o the Holder; 

(c) cause the C o l l a t e r a l t o be maintained, developed 
and p r o t e c t e d cgainst d r a i n ge and continuously operated 
f o r the production and marketing of Hydrocarbons i n a good 
and workmanlike manner as a prut" ent operator would i n 
accordance ' i f i g enerally accepted p r a c t i c e s , a p p l i c a b l e 
o i l and < *nd Contracts, and a l l a p p l i c a b l e 
Federal, laws, r u l e s and r e g u l a t i o n s , 
except t .e^ted i n good f a i t h ; 

(d) promptly pay or cause t o be paid when due and 
owing ( i ) a l l r e n t a l s and r o y a l t i e s payable i n respect of 
ths C o l l a t e r a l ; ( i i ) a l l expenses incurred i n or a r i s i n g 
from the operation or development of the C o l l a t e r a l ; ( i i i ) 
a l l taxes, assessments and governmental charges imposed 
upon the C o l l a t e r a l , upon the income and p r o f i t s from any 
of the C o l l a t e r a l , or upon Holder because of i t s i n t e r e s t 
t h e r e i n ; and ( i v ) a l l l o c a l , s t a t e and f e d e r a l taxes, 
payments and c o n t r i b u t i o n s f o r which Mortgagor may be 
l i a b l e ; and indemnify Holder from a l l l i a b i l i t y i n connec­
t i o n w i t h any of the foregoing; 

(e) promptly take a l l a c t i o n necessary t o enforce or 
secure the observance or performance of any term, covenant, 
agreement or c o n d i t i o n t o be observed or performed by t h i r d 
p a r t i e s under any Contract, or any p a r t t h e r e o f , or t o 
exercise any of i t s r i g h t s , remedies, powers and p r i v i l e g e s 
under any Contract, a l l i n accordance w i t h the respective 
terms t h e r e o f ; 

( f ) cause the Operating Equipment; and the Immovable 
Operating Equipment ' * ept i n good and e f f e c t i v e 
operating c o n d i t i o n , . J . t o be made a l l r e p a i r s , 
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renewals, replacements, a d d i t i o n s and improvements thereof 
or t h e r e t o , necessary or appropriate i n connection w i t h the 
production of Hydrocarbons from the O i l and ras Properties; 

(g) permit and do a l l t h i n g s necessary or proper t o 
enable Holder (through i t s agents and er-:^yecs) t o ente" 
upon the O i l and Gas Properties a t i t s sole r i s k f o r the 
purpose o f i n v e s t i g a t i n g and i n s p e c t i n g the c o n d i t i o n and 
operations o f the C o l l a t e r a l whenever they so d e s i r e ; 

(h) cause the C o l l a t e r a l t o be kept f r e e and c l e a r 
of l i e n s , p r i v i l e g e s , charges, s e c u r i t y i n t e r e s t s and 
encumbrances of every character other than l i e n s : 

( i ) f o r taxes, assessments or othe?: govem­
mental charges cn the C o l l a t e r a l i f the same s h a l l be 
inchoate, or are being contested i n good f a i t h and by 
a p p r o p r i a t e proceedings and w i t h respect t o which 
reserves i n conformity w i t h qe> e r a l l y accepted 
accounting p r i n c i p l e s have been provided on the books 
of the Mortgagor; 

( i i ) imposed by law, such as c a r r i e r s ' , ware­
housemen's and mechanics' l i e n s and other s i m i l a r 
l i e n s a r i s i n g i n the o r d i n a r y course of business which 
are inchoate or are being contested i n good f a i t h and 
by appropriate proceedings; 

( i i i ) a r i s i n g under operating agreements t h a t are 
described i n E x h i b i t "A" and are inchoate or are being 
contested i n good f a i t h anu by appropriate proceed­
ings ; 

( i v ) i n favor of the Holder pursuant t o t h i s 
instrument; and 

(v) predie s e r v i t u d e s , l i e n s , r e s t r i c t i o n s &nd 
other s i m i l a r er umbrances t h a t , i n the aggregate, do 
not m a t e r i a l l y i n t e r f e r e w i t h the use, operation or 
ownership of the property subject t h e r e t o or m a t e r i a l ­
l y i m pair the value t h e r e o f ; 

( i ) c a r r y w i t h standard insurance companies and i n 
amounts s a t i s f a c t o r y t o Holder the f o l l o w i n g insurance: 

(A) workman's compensation insurance and p u b l i c 
l i a b i l i t y and property damage insurance i i i respect of 

-14-



a l l a c t i v i t i e s r e l a t i n g t o the Co] I i t e r a l i n which 
the Mortgagor might i n c u r persons! l i a b i l i t y f o r the 
death o r i n j u r y of an employee or t h i r d person or 
damage t o or d e s t r u c t i o n of another's p r o p e r t y ; and 

(B) t o the extent such insurance i s c a r r i e d by 
oth e r s engaged i n s i m i l a r undertakings i n the same 
general areas i n which t he C o l l a t e r a l i s located, ( i ) 
w e l l c o n t r o l insurance and ( i i ) insurance i n respect 
of t h e Operating Equipment and Immovable Operating 
Equipment against loss or damage by f i r e , l i g h t n i n g , 
h a i l , tornado, explosion and other s i m i l a r r i s k s ; 

( j ) cause a l l p o l i c i e s of insurance t o provide the 
m? timum p r i o r w r i t t e n n o t i c e t o Holder of c a n c e l l a t i o n 
which the insurance company w i l l provide end t o name Holder 
af. an a d d i t i o n a l named insured or as a "loss payee"; permit 
Holder t o apply any proceeds of such insurance which i t may 
nceWe toward p a r t or f u l l s a t i s f a c t i o n of any or a l l of 
tr e Obi igat- ions secured hereby whether or not they are then 
du» and owing; and permit Holder t c o b t a i n replacement 
insurance .(which nay, but need not, be) s i n g l e i n t e r e s t 
insurance i n favor of Holder i f c»ny insurance required 
hereby e x p i r e s , i s cancelled or i s otherwise not i n f u l l 
force and e f f e c t ; 

(k) f u r n i s h t o Holder, upon request, copies of a l l 
operating agreements, o i l and/or gas purchase contracts, 
or other c o n t r a c t s or agreements r e l a t i n g t o the Col­
l a t e r a l ; and 

(1) promptly perform a i l covenants express or implied 
i n any Contract. 

4.5 Recording. Mortgagor covenants and agrees t o promptly 
(at Mortgagor's own expense j record, r e g i s t e r , deposit and f i i 
t h i s and every o t h e r instrument i n a d d i t i o n or supplemental 
thereto, i n such o f f i c e s and places w i t h i n t he State of 
Louisiana and w i t h the Minerals Management Service and at such 
times and as o f t e n as may be necessary t o preserve, p r o t e c t and 
renew the p r i v i l e g e and s e c u r i t y i n t e r e s t h erein created as a 
p r i o r p r i v i l e g e o r s e c u r i t y i n t e r e s t on r e a l or personal 
property, whether movable or immovable, as the case may be, and 
otherwise s h a l l Jo and perform a l l matters or t h i n g s necessary 
or expedient t o bs done or observed by reason o f any applicable 
law or r e g u l a t i o n o f any s t a t e o r of the United States or any 
other competent a u t h o r i t y f o r the purpose o f e f f e c t i v e l y 
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creating, m a i n t a i n i n g and preserving the p r i v i l e g e and s e c u r i t y 
i n t e r e s t created hereby i n and on the C o l l a t e r a l . 

4.6 Records, Statements and Reports. Mortgagor agrees and 
covenants t o keep proper books of record and account i n which 
complete and c o r r e c t e n t r i e s s h a l l be made of Mortgagor's 
transactions i n accordance w i t h g e n e r a l l y accepted accounting 
p r i n c i p l e s and t o f u r n i s h or cause t o be furnished t o Holder 
upon reguest or, i f such re p o r t s are prepared by t h i r d p a r t i e s , 
when a v a i l a b l e a f t e r request by Holder, i n a d d i t i o n t o any 
information, schedules and r e p o r t s required by any loan agree­
ments entered i n t o by Holder and Mortgagor i n connection 
herewith, the f o l l o w i n g : 

(a) Quarterly r e p o r t s showing payment of a l l a p p l i ­
cable severance, ad valorem and other s i m i l a r taxes and 
taxes assessed under the W i n d f a l l P r o f i t Tax Act of 1980. 
as amended; and 

(b) Such other i n f o r m a t i o n concerning operation of 
the C o l l a t e r a l , the t i t l e of Mortgagor t o or the i n t e r e s t 
of Holder i n the Col"1 -1 and the business and a f f a i r s 
and f i n a n c i a l condi rtgagor as Holder may from 
time t o time reason a.o 

5.1 Foreclosure. Upon the occurrence of an Event of 
Default (as h e r e i n a f t e r d e f i n e d ) , Holder s h a l l have the r i g h t 
and power t o proceed by s u i t or s u i t s f o r s p e c i f i c performance 
of any covenant or agreement h e r e i n contained or i n a i d of the 
execution o f any power herein granted or f o r any foreclosure 
hereunder or f o r the sale of the C o l l a t e r a l under the judgment 
or decree of any court or courts of competent j u r i s d i c t i o n , or 
for the appointment of a r e c e i v e r pending any foreclosure 
hereunder or the sale of the C o l l a t e r a l under the order of a 
court or c o u r t s of competent j u r i s d i c t i o n or under executory or 
other l e g a l process, or f o r the enforcement of any other 
appropriate remedy. Mortgagor agrees t h a t , i n the event any 
proceedings are taken under t h i s instrument by way of executory 
process or otherwise, any and a i l d e c l a r a t i o n s of the f a c t s made 
by authentic a c t before a notary p u b l i c and i n the presence of 
two witnesses, by a person d e c l a r i n g t h a t such f a c t s l i e w i t h i n 
his knowledge, s h a l l c o n s t i t u t e a u t h e n t i c evidence of such f a c t s 
for the purpose of executory process. 
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5.2 Events o f Default. Mortgagor w i l l be i n d e f a u l t under 
t h i s instrument upon the happening o f any of the f o l l o w i n g 
events or c o n d i t i o n s ("Event of D e f a u l t " ) : 

(a) Mortgagor or any endorser, guarantor, surety, 
accommodation party, or other person l i a b l e upon or f o r 
payment of any of the Obi i g a t i o n s secured hereby f a i l s t o 
pay when due any of the O b l i g a t i o n s secured hereby or t o 
perform p u n c t u a l l y any other o b l i g a t i o n , covenant, term, 
or p r o v i s i o n contained i n or r e f e r r e d t o i n t h i s instrument 
or any o t h e r instrument executed i n connection herewith; 

(b) Any warranty or re p r e s e n t a t i o n made i n t h i s 
instrument by Mortgagor or f u r n i s h e d t o Holder on behalf 
of Mortgagor i s determined by Holder t o be untrue i n any 
material respect; 

(c) Mortgagor's t i t l e t o the C o l l a t e r a l or any sub­
s t a n t i a l p a r t thereof becomes the subject matter of 
l i t i g a t i o n which would or might, i n Holder's o p i n i o n , upon 
f i n a l determination r e s u l t i n s u b s t a n t i a l impairment or 
loss of the s e c u r i t y provided by t h i s instrument; or 

(d) Except as s p e c i f i c a l l y authorized h e r e i n , there 
i s s u b s t a n t i a l damage t o or d e s t r u c t i o n of or sale of any 
of the C o l l a t e r a l or i f the C o l l a t e r a l i s subjected t o any 
p r i v i l e g e , l i e n or encumbrances not permitted under 
subsection 4.4(h) and which, i n Holder's good f a i t h 
judgment, m a t e r i a l l y a f f e c t s the p r i v i l e g e and s e c u r i t y 
i n t e r e s t granted herein. 

5.3 Seizure. Mortgagor f o r i t s e l f and i t s successors and 
assigns, agrees and s t i p u l a t e s t h a t i t s h a l l be l a w f u l f o r and 
Mortgagor aut h o r i z e s Holder w i t h o u t making a demand o r p u t t i n g 
i n d efault, p u t t i n g i n d e f a u l t bei g expressly waived, t o cause 
a l l and s i n g u l a r the C o l l a t e r a l t o be seized and sold by 
executory or o t h e r legal process w i t h o u t appraisement (ap­
praisement being hereby expressly waived) e i t h e r i n i t s e n t i r e t y 
o r i n l o t s , o r parcels as Holder may determine t o the highest 
bidder f o r cash o r on such terms as Holder may d i r e c t , Mortgagor 
f o r i t s e l f , i t s successors and assigns, hereby confessing 
judgment f o r t h e f u l l amount o f s a i d No lie i n p r i n c i p a l and 
i n t e r e s t and a l l other O b l i g a t i o n s . 

5.4 Keeper Provisions. Upon the occurrence o f an Event 
of Default, Holder i s authorized p r i o r or subsequent t o the 
i n s t i t u t i o n o f any foreclosure proceedings, t o enter upon the 
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C o l l a t e r a l , or any part t h e r e o f , and t o exercise without 
int e r f e r e n c e from Mortgagor any and a l l r i g h t s which Mortgagor 
has with respect t o the management, possession and operation of 
the C o l l a t e r a l , i t being the i n t e n t i o n t o confer on Holder or 
Holder's agent, a l l of the r i g h t s granted t o keepers of mineral 
i n t e r e s t s by LSA R.S. 9:5131, e£ seq. A l l costs, expenses and 
l i a b i l i t i e s o f every character incurred by Holder i n managing, 
operating and maintaining such C o l l a t e r a l s h a l l c o n s t i t u t e a 
demand o b l i g a t i o n owing by Mortgagor t o Holder, s h a l l draw 
i n t e r e s t thereon from date of expenditure u n t i l date paid at the 
Default Rate, a l l of which s h a l l c o n s t i t u t e a p o r t i o n of the 
Obligations secured by the p r i v i l e g e and l i e n evidenced by t h i s 
instrument. 

5.5 Waiver. Mortgagor hereby expressly waives: 

(a) The b e n e f i t of appraisement as provided f o r i n 
A r t i c l e s 2332, 2336, 2723 and 2724 of the Louisiana Code 
of C i v i l Procedure and a l l other laws c o n f e r r i n g the same; 

(b) The demand and t h r e e (3) days delay accorded by 
A r t i c l e s 2639 and 2721 of the Louisiana Code of C i v i l 
Procedure; 

(c) The notice of seizure required by A r t i c l e s 2293 
and 2721 of the Louisiana Code of C i v i l Procedure; and 

(d) The b e n e f i t of any other p r o v i s i o n s of A r t i ­
cles 2331, 2722 and 2723 of the Louisiana Code of C i v i l 
Pre cedure; 

and Mortgagor agrees t o the immediate seizure of the property 
subject hereto i n the event of s u i t hereon, and f u r t h e r , Holder 
and any f u t u r e Holder or Holders of the Note s h a l 1 be e n t i t l e d 
t o a l l of the r i g h t s and remedies provided i n A r t i c l e r . 9:*»301-
4301 of the Louisiana Revised Statutes and by A r t i c l e s 197-204 
of the Louisiana Mineral Code. 

5.6 Accumulation of Rights. Every r i g h t , power and remedy 
herein given t o Holder s h ^ l l be cumulative of and i n a d d i t i o n 
t o every other r i g h t , power and remedy herein s p e c i f i c a l l y given 
and now or h e r e a f t e r e x i s t i n g ; and each and every right*., power 
and remedy, whether s p e c i f i c a l l y given or otherwise e x i s t i n g , 
may be exercised from time t o time and so o f t e n and i n such 
order as may be deemed expedient by Holder, and the exercise or 
the beginning o f the exercise o f any such r i g h t , power or remedy 
s h a l l not be deemed a waiver of the r i g h t t o exercise at the 
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same time or t h e r e a f t e r any other r i g h t , power or remedy. No 
delay or omission by Holder i n the exercise of any r i g h t , power 
o r remedy s h a l l impair any such r i g h t , power or remedy or 
operate as a waiver thereof or o f any other r i g h t , power or 
remedy then or t h e r e a f t e r e x i s t i n g and no s i n g l e sale or series 
OJ! sales under t h i s A r t i c l e V s h a l l exhaust Holder's power of 
sa l e , but such power s h a l l continue t o e x i s t f o r so long as, and 
may be exercised i n the manner hereinabove provided as o f t e n as, 
t h e circumstances r e q u i r e t o g i v e Holder f u l l r e l i e f hereunder. 

5.7 M a r s h a l l i n g . Mortgagor, f o r i t s e l f and a l l who may 
claim through o r under Mortgagor waives, t o the extent t h a t 
Mortgagor may l a w f u l l y do so under applicable law o f the State 
o f Louisiana, any and a l l r i g h t s t o have the C o l l a t e r a l 
marshalled upon any foreclosure of the l i e n and p r i v i l e g e 
hereof, or s o l d i n inverse order o f a l i e n a t i o n , and Mortgagor 
agrees t h a t Holder may cause the C o l l a t e r a l t o be sol d as an 
e n t i r e t y or i n p a r c e l s as Holder may d i r e c t . 

ARTICLE V I 
Miscellaneous 

6.1 Advances by Holder. Each and every covenant of Mort­
gagor herein contained s h a l l be performed and kept by Mortgagor 
s o l e l y at Mortgagor's expense. I f Mortgagor f a i l s t o perform 
o r keep any o f the covenants o f whatsoever k i n d or nature 
contained i n t h i s instrument, Holder may, but w i l l not be 
obligated t o , make advances t o perform the same on Morcgagor's 
behalf, and Mortgagor hereby agrees t o repay such sums ar.d any 
attorneys' fees i n c u r r e d i n connection t h e r e w i t h on demand plus 
i n t e r e s t thereon from the date o f the advance u n t i l paid at the 
Default Rate. I n a d d i t i o n , Mortgagor hereby agrees t o repay on 
demand any reasonable costs, expenses and attorney's fees 
incurred by Holder which are t c be o b l i g a t i o n s of the Mortgagor 
pursuant t o , o r allowed by, the terms of t h i s instrument, 
including, w i t h o u t l i m i t a t i o n , such costs, expenses and 
attorney's fees i n c u r r e d pursuant t o A r t i c l e s 3.2, 3.6, 5.1 or 
5.4 hereof, p l u s i n t e r e s t thereon from the date of the advance 
u n t i l paid a t the Default Rate. Any such amounts so paid by 
Holder s h a l l be considered p a r t of the Ob l i g a t i o n s secured 
hereby and s h a l l be secured by t h i s instrument and the amount 
and nature of any such payment by Holder and the date when paid 
s h a l l be hel d t o be f u l l y and a u t h e n t i c a l l y established by 
a f f i d a v i t o f Holder or i t s or t h e i r agents, servants or 
employees, and such amounts s h a l l be paid as p a r t of the Obliga­
t i o n s out of t h e proceeds of the sale of the C o l l a t e r a l i n the 
event of f o r e c l o s u r e or other proceedings together w i t h i n t e r e s t 
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thereon at che r a t e provided f o r above; provided, however (a) 
t h a t the amount of t h a t p o r t i o n of the Obl i g a t i o n s secured and 
t o be secured hereby which i s comprised of advances f o r i n ­
surance premiums, taxes, fees or other expenses s h a l l i n no 
event exceed an amount equal t o the o r i g i n a l p r i n c i p a l amount 
of the Note and (b) t h a t the exercise of any r i g h t or advance­
ment or payment of cost or expenses by Holder s h a l l i n no manner 
be construed as a waiver of the r i g h t s of Holder t o demand 
payment on the Note. Holder and any f u t u r e Holder or Holders 
of the Note s h a l l be and are hereby subrogated t o a l l r i g h t s , 
l i e n s and p r i v i l e g e s securing payment of any debt or claim f o r 
the payment o f which Holder may make advances pursuant t o the 
terms hereof. 

6.2 Defense of Claims. Mortgagor s h a l l promptly n o t i f y 
Holder i n w r i t i n g of the commencement of any l e g a l proceedings 
a f f e c t i n g Mortgagor's t i t l e t o the C o l l a t e r a l or the l i e n and 
p r i v i l e g e created hereby, and s h a l l take such a c t i o n , employ­
ing attorneys agreeable t o the Holder, as may be necessary t o 
preserve Mortgagor's and Holder's r i g h t s herein i f they are 
m a t e r i a l l y a f f e c t e d thereby. I f Mortgagor f a i l s or refuses t o 
defend Mortgagor's or Holder's r i g h t s i n and t o the C o l l a t e r a l , 
Holder may take" such action on behalf of and i n t i e name of 
Mortgagor and a t Mortgagor's expense. Moreover, Holder may take 
such independent a c t i o n i n connection t h e i e w i t h as i t may i n i t s 
d i s c r e t i o n deem proper, i n c l u d i n g , w i t h o u t l i m i t a t i o n , the r i g h t 
t o employ independent counsel and t o intervene i n any s u i t 
a f f e c t i n g the C o l l a t e r a l . A l l costs, expenses and attorneys' 
fees incurred by Holder pursuant t o t h i s A r t i c l e 6.2 s h a l l be 
paid by Mortgagor on demand plus i n t e r e s t thereon from the date 
of the advance by Holder u n t i l p a i J a t the Default Rate. 

6.3 r a r t i a l Releases. The Holder at a l l times shal' have 
tne r i g h t t o release any p a r t of the C o l l a t e r a l now or h e r e a f t e r 
subject t o the l i e n and p r i v i l e g e hereof or any p a r t of the 
proceeds of production or any income herein or h e r e a f t e r 
assigned or pledged or any other s e c u r i t y i t now has or may 
hereafter have securing said indebtedness, without r e l e a s i n g any 
other part of s a i d C o l l a t e r a l , proceeds, income or s e c u r i t y and 
without a f f e c t i n g the l i e n hereof as t o the p a r t s or p a r t i e s not 
released, o* the r i g h t to f u t u r e proceeds and income. 

6.4 Unenforceable or I n a p p l i c a b l e Provisions. I f any pro-
\ j n hereof i s i n v a l i d or unenforceable, the other pr o v i s i o n s 
hereof w i l l remain i n f u l l f o rce and e f f e c t and w i l l be l i b e r a l ­
l y construed i n favor of Holder i n order t o c a r r y out the 
provisions hereof. 
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t>.5 Rights Cumulative. Each and every r i g h t , power and 
remedy herein given t o Holder w i l l be cumulative and not 
exclusive, and each and every r i g h t , power and remedy whether 
s p e c i f i c a l l y h e r e i n given or otherwise e x i s t i n g may be exercised 
from time t o time and as o f t e n and i n such order as may be 
deemed e\pediant by Holder, and the exercise, or the beginning 
of the exercise, o f any such r i g h t , power c r remedy w i l l not be 
deemed a waiver o f the r i g h t t o exercise, a t the same time or 
th e r e a f t e r , any other r i g h t , power or remedy. No delay or 
omission by Holder i n the exercise of any r i g h t , power or remedy 
w i l l impair any such r i g h t , power or remedy or operate as a 
waiver thereof or of any other r i g h t , power or remedy then or 
the r e a f t e r e x i s t i n g . 

6.6 Waiver by Holder. Any and a l l covenants i n t h i s 
instrument may from time t o time by instrument i n w r i t i n g by the 
Holder, be waived t o such extent and i n such manner as Holder 
may desire, b ut no such waiver w i l l ever a f f e c t o r impair 
Holder's r i g h t s hereunder, except t o the extent s p e c i f i c a l l y 
stated i n such w r i t t e n instrument. A l l changes t o and modifica­
t i o n s of t h i s instrument must be i n w r i t i n g by a u t h e n t i c act and 
signed by Holder. 

6.7 Terms. The term "Mortgagor" as used i n t h i s i n s t r u ­
ment w i l l be construed as s i n g u l a r or p l u r a l t o correspond w i t h 
the number of persons executing t h i s instrument as Mortgagor. 
I f more than one person executes t h i s instrument as Mortgagor, 
t h e i r d u t i e s , covenants, warranties and l i a b i l i t i e s under t h i s 
instiument w i l l be j o i n t , s everal and i n s o l i d o , and any 
occurrence of an Event of Default as t o one Mortgagor s h a l l be 
deemed an Event of Default as t o each Mortgagor. The terms 
"Holder" and "Mortgagor" as used i n t h i s instrument include the 
h e i r s , executors or a d m i n i s t r a t o r s , successors, representa­
t i v e s , r e c e i v e r s , and assigns of those p a r t i e s . This instrument 
i s binding upon Mortgagor, Mortgagor's successors and assigns, 
as well as upon any person, f i r m or c o r p o r a t i o n h e r e a f t e r 
acquiring t i t l e t o any of the C o l l a t e r a l oy, through or under 
Mortgagor and w i l l inure t o the b e n e f i t of Holder and i t s 
successors and assigns. 

6.8 Governing Law. THIS INSTRUMENT SHALL BE GOVERNED BY 
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF 
LOUISIANA, SUBJECT, HOWEVER, TO THE EFFECT OF APPLICABIE FEDERAL 
LAW (INCLUDING, WITHOUT LIMITATION, 12 U.S.C. 85). 
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6.9 Notice. A l l notices required or permitted t o be given 
by Mortgagor or Holder s h a l l be given i n w r i t i n g and may be 
effected by personal d e l i v e r y or by placing the same i n the U. 
S. Mail, r e g i s t e r e d or c e r t i f i e d , r e t u r n r e c e i p t requested, 
postage prepaid and addressed as f o l l o w s : 

Mortgagor: WALTER OIL & GAS CORPORATION 
1021 Main Street 
Suite 2200 
Houston, Texas 77002 

Holder: 

With a copy t o : 

CITIBANK, N.A. 
399 Park Avenue 
New York, New York 10043 

CITICORP NORTH AMERICA, INC. 
2100 C i t i c o r p Center 
1200 Smith Street 
Houston, Texas 77002 
A t t n : Ms. Anne Marie Drummond 

Unless otherwise provided h e r e i n , a l l notices s h a l l be deemed 
given ( i ) upon r e c e i p t i f hand d e l i v e r e d or ( i i ) i f sent by 
mail, on the date deposited i n the m a i l . 

6.10 Waiver of Notary's C e r t i f i c a t e s . The p a r t i e s hereto 
expressly waive the production of mortgage, conveyance or tax 
c e r t i f i c a t e s and hereby r e l i e v e and release me, s a i d Notary, and 
agree to hold me harmless from and by reason of the nonpro-
duction and nonannexation t h e r e o f t o t h i s instrument. 

6.11 Subrogation. This instrument i s made w i t h f u l l 
s u b s t i t u t i o n and subrogation of Holder, i t s successors and as­
signs, i n and t o a l l covenants, warranties and representations 
by others h e r e t o f o r e given or made w i t h respect t o t i t l e i n and 
t o the C o l l a t e r a l or any p a r t thereof whether recorded or 
unrecorded by c o n t r a c t or otherwise, t o the extent t h a t such 
covenants, w a r r a n t i e s and representations may be so subrogated 
and to any l i e n s or p r i v i l e g e s covering any property or proper­
t i e s of Mortgagor securing the payment of any indebtedness whicn 
i s f u l l y or p a r t i a l l y discharged by funds made a v a i l a b l e t o 
Mortgagor and secured hereby, t o the f u l l extent t h a t such 
subrogation of l i e n s and p r i v i l e g e s i s allowed under applicable 
state law. 

And now i n t o these presents personally came and appeared 
Ms. Anne Marie Drummond ("Intervener") a c t i n g and appearing 
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herein as Holder f o r and on behalf of any and a l l f u t u r e Holders 
o f the Note, who does hereby accept t h i s Act of C o l l a t e r a l 
Chattel Mortgage and C o l l a t e r a l Mortgage, Pledge and Assignment 
and agrees t o a l l terms and p r o v i s i o n s hereof. 

Thus done and passed i n my o f f i c e i n Houston, H a r r i s 
County, Texas, t h i s 6&fQ day of /UCJZ>/4L^Y . 1991 i n the presence 
Oi. the undersigned competent witnesses who hereunto sign t h e i r 
names with the Mortgagor, Intervenor and me, Notary* a f t e r due 
reading of the whole. 
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MORTGAGOR 

Witnesses t o a l l 
s i g n a t u r e s : W a l t e r O i l & Gas C o r p o r a t i o n 

INTERVENOR 

By : 
Anne M a r i e Drummond 
Banker 

Notary Public in and for 
The State of TfTKA S 
Name: St/S/e £ S/n/7*L 
My Commission Expires: C,/,/*fV 

( S i g n a t u r e Page t o A c t o f C o l l a t e r a l C h a t t e l M o r t g a g e 
and C o l l a t e r a ? M o r t g a g e , P ledge and A s s i g n m e n t ) 

GHM/16951/2012 
08460320.DOC 
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EXHIBIT "A" 

P'̂E AMBLE 
LOUISIANA 

This Exhibit. "A" sets ' o i t h the d e s c r i p t i o n of the O i l and 
Gas Properties covered by the Act oi" C o l l a t e r a ] Chattel Mortgage 
and C o l l a t e r a l Mortgage, Pledge and Assignment', t o which t h i s 
E xhibit "A" s attached. C a p i t a l i z e d terms used i n t h i s 
Preamble and not otherwise defined herein s h a l l have the 
meanings ascribed thereto i n the Mortgage. 

1. This E x h i b i t "A" c o n s i s t s of d e s c r i p t i o n s of the o i l . 
gas and mineral leases, o v e r r i d i n g r o y a l t i e s and other i n t e r e s t s 
covering lands located w i t h i n the State of Louisiana or f e d e r a l 
lands located on the Outer Continental Shelf and of f s h o r e of the 
rate of Louisiana. The heading f o r each lease or group of 

leases includes Mortgagor's i n t e r n a l prospect name. 

2. Exhibit "A" includes one or more pages with the 
* lowing subheadir . : 

Leases: The d e s c r i p t i o n of the lease or leases i n which 
Mortgagor owns an nt e r e s t covered by t h i s 
Exhi) t . Where a p p l i c a b l e , the o r i g i n a l lessor 
and l t j s e e , Federal Lease Numbei", the date of 
f i e lease, the lands covered by the lease and 
other d e s c r i p t i v e i n f o r m a t i o n r e l a t i n g t o the 
lease i s set f o r t h . 

L i m i t a t i o n s : The informatior. next t o t h i s subheading describes 
the areas under each lease i n which Mortgagor 
owns an i n t e r e s t . Such d e s c r i p t i o n s h a l l include 
a l l of Mortgagor's r.ght, t i t l e and i n t e r e s t i n 
the o i l , gas and mineral leases and other 
i n t e r e s t s l i s t e d , i n t h i s E x h i b i t and not any 
i n t e r ; i n excess thereof. I f "none" s p e a r s , 
t h re are no l i m i t a t i o n s on Mortgagor'L _ t e r e s t 
i n the areas or depths under the lease. 

Contract L i s t : E x h i b i t "A" may include one or more pages w i t h 
the heading "Contract L i s t " which l i s t c e r t a i n 
agreements t h a t a f f e c t Mortgagor's i n t e r e s t i n 
the o i l , gas and mineral leases and other 
interest:.-, and Mortgagor's i n t e r e s t i n the we l l s 
or u n i t s described or r e f e r r e d t o i n the E x h i b i t , 
which o i l , gas and mineral leases and other 



i n t e r e s t s and w e l l s or u n i t s are located i n the 
prospect i d e n t i f i e d i n the heading of the page 
of the E x h i b i t , t o the extent such agreements are 
i n force and e f f e c t . The reference t n such 
agreements s h a l l not c o n s t i t u t e a r a t i i t i o n 
o r other r e c o g n i t i o n of the v a l i d ^ t j o i ''fec-
tiveness of such agreements or rcherw.se /ive 
same. Such co n t r a c t s are r e f e r r e d t o b> the type 
o f agreement and a f f e c t s Mortgagor's inceresc i n 
o i l , gas and mineral leases and other i n t e r e s t s . 

so shown i s the date or the e f f e c t i v e date of 
une agreement and amendments t h e r e t o , and the 
p a r t i e s t o the agreement. 

Ownership 
I n t e r e s t s : E x h i b i t " h n includes Mortgagor's Working I n t e r e s t 

and the Mortgagor's Net Revenue I n t e r e s t 
( i d e n t i f i e d as Mortgagor's I n t e r e s t ) f o r c e r t a i n 
w e l l s , u n i t s or areas covered by a lease. The 
w e l l s or u n i t s are located i n the prospect 
i d e n t i f i e d i n the heading of the e x h i b i t , and the 
prospect i s located i n the p a r i s h of the State 
of Louisiana r e f e r r e d t o i n the d e s c r i p t i o n or 
on federal lands located on the Outer Continental 
Shelf and offshore of the State of Louisiana. 
The wells or u n i t s i n the p a r t i c u l a r prospect are 
located upon the lands covered by the o i l , gas 
and minerai leases, o v e r r i d i n g r o y a l t i e s or other 
i n t e r e s t s described i n the e x h i b i t t h a t r e l a t e s 
t o t h a t prospect or lands pooled t h e r e w i t h . The 
d e s c r i p t i o n s include the f o l l o w i r 

Well or 
U n i t Name: 

Working 
I n t e r e s t : 

Net Revenue 
I n t e r e s t : 

The p a r t i c u l a r w e l l or u n i t 
located w i t h i n the prospect 
i d e n t i f i e d i n the heading. 

Mortgagor's Working I n t e r e s t . 

Mortgagor's Net Revenue I n t e r e s t , 

The Working I n t e r e s t s and Net Revenue I n t e r e s t s 
are computed and set out herein a f t e r t a k i n g i n t o 
account a l l of the terms, p r o v i s i o n s and condi-
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t i o n s of the agreements and other instruments 
l i s t e d on the "Contract L i s t " . 

The Mortgagor's Net Revenue I n t e r e s t means ( i ) 
w i t h respect t o a u n i t f o r which the Mortgagor's 
Net Revenue I n t e r e s t i s stated, t h a t i n t e r e s t i n 
the applicable o i l or gas production produced, 
saved and sold from such u n i t i z e d , pooled, 
communitized or p a r t i c i p a t i n g areas w i t h respect 
t o the e x i s t i n g i n t e r v a l i n which the w e l l or 
w e l l s located on such u n i t are completed, which 
i s owned by the Mortgagor v i r t u e of i t s 
ownership of the Mortgagor's > king I n t e r e s t i n 
the leases included i n whole or i n p a r t i n such 
area a f t e r deducting a l l burdens against the 
production therefrom, and ( i i ) w i t h respect t o 
a w e l l f o r which the Mortgagor's Net Revenue 
I n t e r e s t i s s t a t e d , t h a t i n t e r e s t i n the e x i s t i n g 
i n t e r v a l i n which such w e l l i s completed f o r 
production a f t e r deducting a l l burdens against 
the production therefrom which i s owned by the 
Mortgagor by v i r t u e of i t s ownership of the 
Mortgagor's Working I n t e r e s t i n the lease on 
which such w e l l i s located. 

"Before Payout" and " A f t e r Payout" r e f e r t o the 
Mortgagor's Working I n t e r e s t and the Mortgagor's 
Net Revenue I n t e r e s t "before payout" and " a f t e r 
payout" as defined i n the app l i c a b l e j o i n t 
operating agreement or other instrument a f f e c t i n g 
the w e l l or u n i t as denoted i n the E x h i b i t . 
Mortgagor's i n t e r e s t may decrease or increase as 
a r e s u l t of a reversionary i n t e r e s t , an operation 
wherein Mortgagor has paid costs a t t r i b u t a b l e t o 
the i n t e r e s t of a non-consenting p a r t y or a con­
senting party has paid costs a t t r i b u t a b l e t o the 
i n t e r e s t of Mortgagor as a non-consenting party, 
and the consenting party i s e n t i t l e d t o recover 
a percentage of i t s cost or other circumstance 
which t • i g g e r s an increase or decrease i n such 
i n t e r e s t . Mortgagor makes no undertaking 
concerning the terms and cond i t i o n s of the 
reversion or the st a t u s of payout, the costs t h a t 
may be recovered, whether or when such recovery 
has occurred or w i l l occur, or, i n the case of 
an e l e c t i o n , what e l e c t i o n w i l i be made. I f more 
than one reversionary i n t e r e s t , non-consent 
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operation or other circumstance a f f e c t s a w e l l 
or u n i t , " A f t e r Payout" r e f e r s t o the occurrence 
of the reversion of the l a s t of the reversionary 
i n t e r e s t , recoupment or such other circumstance. 

E x h i b i t "A" also i d e n t i f i e s the "Th i r d Party 
I n t e r e s t s " t h a t are not subject t o the l i e n and 
s e c u r i t y i n t e r e s t of t h i s Mortgage. These 
i n t e r e s t s may or may not be held of record i n 
the name of the e n t i t i e s set f o r t h i n 
E x h i b i t "A". They are set f o r t h herein s o l e l y 
f o r the purpose o f i d e n t i f y i n g those i n t e r e s t s 
t h a t are not s u b j e c t t o the Mortgage and nothing 
herein s h a l l c o n s t i t u t e a representation, 
warranty, acknowledgement or a f f i r m a t i o n t h a t 
such i n d i v i d u a l i n t e r e s t s are c o r r e c t . I n the 
event Mortgagor should at any time hereafter 
acguire a l l or any p o r t i o n of the "Third Party 

t e r e s t s " whether by assignment, through any 
non-consent p r o v i s i o n , or by any other means, the 
acquired i n t e r e s t s h a l l t h e r e a f t e r be automati­
c a l l y subject t o the l i e n of t h i s Mortgage. 
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EUGENE ISLAND BLOCK 78 

Lease: O i l and Gas Lease of Submerged Lands bearing Serial No. 
OCS-G 11940 dated e f f e c t i v e May 1 , 1990 between the United 
States of America, as Lessor, and Cockrel l Resources, Inc . , 
as Lessee, covering a l l of Block 78, Eugene Is land Area, OCS 
O f f i c i a l Map, Louisiana Map No. 4, conta in ing 5,000 acres. 

L im i ta t i ons : None 

Contract L i s t : 

(a ) The Lease. 

(b ) Par t ic ipat ion Agreement dated February 11, 199!. among Cockrell 011 
Corporation, Cockrel l Resources, I n c . , Ernest H. Cock re l l , Carol C. 
Curran and Walter 011 & Gas Corporat ion. 

( c ) Operating Agreement dated February 11, 1991, between Cockrell Oi l 
Corporation, as Operator, and Ernest H. Cockre l l , Carol C. Curran, 
Walter Oi l & Gas Corporation and Samedan Oi l Corporat ion, as Non-
Operators. 

(d) Eight (8) Assignments of Overriding Royalty a l l dated February 8, 1931, 
from Cockrell Resources, Inc. to e ight cer ta in employees o f Cockrell Oi l 
Corporation (namely W. Fred Oeusinger, Ben T. Faulk, C l i f f o r d S. Foss, 
J r . , Daniel F. Gayle, Mil ton T. Graves, Feldor H. Hollenshead, Charles 
W. Hubbard, and Robert W. Kelsey) assigning over r id ing roya l t ies 
to ta l ing 2.125% of "Assignor's Net Revenue I n t e r e s t " . 

(e ) Assignment dated e f fec t i ve February 11, 1991, between Cockrell 
Resources, I n c . , as Assignor, and Ernest H. Cock re l l , Carol C. Curran, 
Walter Oil & Gas Corporation and Samedan Oil Corporat ion, as Assignees. 

( f ) Assignment of Overr iding R I t y In terest dated e f f e c t i v e February 12, 
1991, from Walter Oi l & Gas Corporat ion, as Assignor, 1n favor of David 
A. Pustka, Rodney L. C o t t r e l l , James H. Dick, Kurt G. Sommer, and Walter 
Oil & Gas Corporat ion, as Assignees, being the conveyance of the "Walter 
Employees Overr ide" as provided f o r under documents h, 1 , j and k below. 

(g ) Assignment dated e f fec t i ve February 13, 1991, between Walter Oil & Gas 
Corporation, as Assignor, and Bri t ish-Borneo Exp lo ra t ion , I nc . , Columbus 
M i l l s , I nc . , J . F. Howell, and Walter Energy Corporat ion, as Assignees. 

(h) Only as to the par t ies named in t h i s subparagraph, t ha t ce r ta in 1990-91 
Program Agreement dated as of August 1 , 1990 between Walter Oi l & Gas 
Corporation, as Program Manager, and Columbus M i l l s , Inc . , as 
Par t ic ipant . 



EUGENE ISLAND BLOCK 78 

( i ) Only as to the par t ies named in t h i s subparagraph, that ce r ta in 1991 
Program Agreement dated as o f January 1 , 1991 between Walter Oi l & Gas 
Corporation, as Program Manager, and Br i t ish-Borneo Explorat ion, I nc . , 
as Par t ic ipant . 

( j ) Only as to the par t ies named 1n t h i s subparagraph, that ce r ta in 1991 
Program Agreement dated as of January 1 , 1991 between Walter Oi l & Gas 
Corporation, as Program Manager, and J . F. Howell, as Pa r t i c i pan t . 

( k ) Only as to the par t ies named in t h i s subparagraph, that ce r ta in 1991 
Program Agreement dat-:d t. f January 1 , 1991 between Walter 011 & Gas 
Corporation, as Pr ra :n onager, £nd Walter Energy Corporat ion, as 
Par t ic ipant . 

(1) That certai : - Dit*>?lopr Agreement dated as of January 1 , 1991, between 
Walter ' :1on and Walter Energy Corporat ion. 

(m) As to thc »e* named in t h i s subparagraph, the Conveyance of 
Overriding Roydity In terest dated e f f e c t i v e February 14, 1991, from 
Wali°r Ei!t"gy Corporation, as Assignor, in favor of Leeway & Co., et 
a l . , a* Assignees. 



EUGENE ISLAND BLOCK 78 

OwnPrshlp In teres t : 

MORTGAGED INTEREST: 

Walter Oil & Gas Corporation (1) 

THIRD PARTY INTERESTS: 

Walter Energy Corporation (Exp.) 
Walter Eneruy Corporation (Dev.) (1] 
J . F. Howell 
Columbus M i l l s , Inc. 
B tlsh-Borneo Exp lora t ion , Inc. 
Ernest H. Cockrell 
Carol C. Curran 
Samedan Oil Corporation 
David A. Pustki 
Rodney L. Cot t re l l 
James H. Dick 
Kurt G. Sommer 
WOGC ORR Pool 
Cockrel l Staf f ORR (2) 
United States t f America 

Working 
In te res t 

Revenue 
Interest 

5.03665% 4.05765% 

11.30022 
1.24125 
1.50670 
8.37054 

10.04464 
18.75000 
18.75000 
25.00000 

-0-
-0-
-0-
-0-
-0-
-0-
-0-

9.10374 
0.99998 
1.21384 
6.74352 
8.09221 
15.29297 
15.29297 
20.39062 
0.10500 
0.10500 
0.10500 
0.04800 
0.01200 
1.77083 
16.66667 

100.00000% 100.00000% 

Estimated interest subject to adjustment pursuant to the Development 
Agreement described in item (1) above. 

Being the parties identified in item (d) above. 



C E R T I F I C A T E OF CORPORATE RESOLUTIONS 

The undersigned. Assistant Secretary of WALTER OIL a GAS 
CORPORATION, a Texas c o r p o r a t i o n ("Company"), does hereby 
c e r t i f y t o CITIBANK, N.A. ("Bank") as fo l l o w s : 

1. The f o l l o w i n g i s a t r u e and c o r r e c t copy of the 
res o l u t i o n s duly adopted by the Board of D i r e c t o r s of the 
Company, and such r e s o l u t i o n s have not been a l t e r e d , 
amended, rescinded or repealed and are now i n f u l l force 
and e f f e c t : 

WHEREAS, the Company d i d on December 12, 1988, 
execute and d e l i v e r t o Citibank, N.A. ("Bank") t h a t 
c e r t a i n C o l l a t e r a l Mortgage and C o l l a t e r a l Chattel 
Mortgage Note, i n bearer form, i n the p r i n c i p a l sum 
of $18,000,000.00 ( " C o l l a t e r a l Mortgage Note"), which 
C o l l a t e r a l Mortgage Note was pledged as c o l l a t e r a l t o 
secure c e r t a i n indebtedness of the Company t o the Bank 
pursuant t o a C o l l a t e r a l Pl dge Agreement dated 
December 12, 1988, as amended by ( i ) a F i r s t Amended, 
Restated, Modified and Reaffirmed C o l l a t e r a l Pledge 
Agreement dated A p r i l 12, 1990, ( i i ) a Second Amended, 
Restated, Modified and Reaffirmed C o l l a t e r a l Pledge 
Agreement dated e f f e c t i v e as of J u l y 20, 1990, and 
( i i i ) a Thir d Amended, Restated, Modified and Re-
af f i r m e d C o l l a t e r a l Pledge Agreement dated e f f e t i v e 
as o f June 24, 1991 (as amended, the "Pledge Agree­
ment") , and which C o l l a t e r a l Mortgage Note was and i s 
secured by one or more Acts of C o l l a t e r a l Chattel 
Mortgage and C o l l a t e r a l Mortgage, Pledge and Assign­
ment ( c o l l e c t i v e l y , tne "Mortgage") covering c e r t a i n 
p r o p e r t i e s owned by the Company as described t h e r e i n 
and was paraphed "Ne V a r i e t u r " f o r i d e n t i f i c a t i o n w i t h 
each Mortgage; 

WHEREAS, the Company wishes t o mortgage ad­
d i t i o n a l p r o p e r t i e s owned by the Company t o secure 
the C o l l a t e r a l Mortgage Note; 

NOW THEREFORE, the Board of Di r e c t o r s of the 
Company does hereby r a t i f y and a f f i r m the execution 
and d e l i v e r y of the C o l l a t e r a l Mortgage Note t o the 
Bank as s e c u r i t y f o r the payment of a l l indebtedness 
owed by the Company t o the Bank, i n c l u d i n g s p e c i f i c a l ­
l y , but not by way of l i m i t a t i o n , t h a t c e r t a i n 
Promissory Note dated December 12, 1988, payable t o 
the order of Bank, executed by the Company i n the 



o r i g i n a l p r i n c i p a l amount of $9,000,000.00 and any 
note given i n s u b s t i t u t i o n , replacement, amendment, 
renewal or extension thereof i n c l u d i n g , but not 
l i m i t e d t o , (v) t h a t c e r t a i n Promissory Note dated 
A p r i l 12, 1990 i n the o r i g i n a l p r i n c i p a l amount of 
$10,150,000.00, (w) t h a t c e r t a i n Promissory Note dated 
as of A p r i l 12, 1990, i n the o r i g i n a l p r i n c i p a l amount 
of $13,200,000.00, (x) t h a t c e r t a i n Promissory Note 
dated as of September 1, 1990, i n the o r i g i n a l 
p r i n c i p a l amount of $13,200,000.00, (y) t h a t c e r t a i n 
Promissory Note dated as of June 24, 1991, i n the 
o r i g i n a l p r i n c i p a l amount of $15,000,000.00, and (z) 
t h a t c e r t a i n Promissory Note dated as of September 1, 
1991, i n the o r i g i n a l p r i n c i p a l amount of $15,000,000 
(the "Note"), each executed by the Compan-• payable t o 
the order of the Bank, and does hereby r a t i f y and 
r e a f f i r m a l l l i e n s and other c o l l a t e r a l heretofore 
given as se c u r i t y f o r the payment of the C o l l a t e r a l 
Mortgage Note, i n c l u d i n g s p e c i f i c a l l y , without 
l i n i t a t i o n , the Mortgage; and 

RESOLVED, t h a t the Boc.rd of Di r e c t o r s of the 
Company does hereby authorize the Company t o execute 
and d e l i v e r t o the Bank ( i ) the Note, ( i i ) an Act of 
C o l l a t e r a l Chattel Mortgage and C o l l a t e r a l Mortgage, 
Pledge and Assignment ("New Mortgage") covering 
c e r t a i n a d d i t i o n a l p r o p e r t i e s owned by the Company 
as described t h e r e i n , ( i i i ) a Fourth Amendment t o 
Louisiana Security Agreement, Assignment of Production 
and Financing Statement ("Security Agreement") 
covering c e r t a i n p r o p e r t y and property r i g h t s as 
described t h e r e i n , and ( i v ) a Fourth Amended, Re­
s t a t e d , Modified and Reaffirmed C o l l a t e r a l Pledge 
Agreement ("Pledge Agreenent"), a l l i n s u b s t a n t i a l l y 
the forms presented t o t h i s meeting, w i t h such changes 
t h e r e i n as the person execut inn the same s h a l l 
approve, such approval t o be con, u s i v e l y evidenced 
by h i s execution t h e r e o f ; and f u r t h e r 

RESOLVED, t h a t each o f f i c e r of the Company i s 
hereby authorized t o execute and d e l i v e r on behalf of 
the Company, i n such forms as the Bank may require any 
and a l l other agreements, instruments and documents 
whicn may be requested or required by the Bank t o take 
any and a l l other a c t i o n r e l a t i n g t o or i n connection 
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w i t h the C o l l a t e r a l V "tgage Note, Note, Mortgage, New 
Mortgage, Pledge agreement or Security Agreement; and 
f u r t h e r 

RESOLVED, th a t any and a l l documents, i n s t r u ­
ments and agreements executed by an o f f i c e r of the 
Company pursuant t o these r e s o l u t i o n s may contain 
such terms and conditions as the person executing the 
same s h a l l approve, i n c l u d i n g confessions of judgment, 
pacts de non alienando, waivers of appraisement, and 
waivers of notice and delay, such approval t o be 
co n c l u s i v e l y evidenced by h i s execution t h e r e o f ; and 
f u r t h e r 

RESOLVED, th a t the signature of any o f f i c e r of 
the Company on any agreement, i n s t r iment or document 
i s s u f f i c i e n t t o bind the Company, anu no other signa­
t u r e s h a l l be required; and f u r t h e r 

RESOLVED, t h a t the Bank may r e l y on these r e s o l u t i o n s 
and these r e s o l u t i o n s s h a l l remain i n f u l l f orce and e f f e c t 
u n t i l such time as notice t o the contrary i s duly d e l i v e r e d 
to the Bank and receipted f o r i n w r i t i n g by a Vice Presi ­
dent of the Bank. 

2. The person who, as an o f f i c e r of the Company, ex­
ecuted the C o l l a t e r a l Mortgage Note, Note, Mortgage, New 
Mortgage, Pledge Agreement and Security Agreement t h a t are 
referred t o i n such r e s o l u t i o n s was at the time of such 
signing and d e l i v e r y , and i s now duly e l e c t e d , q u a l i f i e d 
and a c t i n g as such o f f i c e r and the signature appearing on 
such C o l l a t e r a l Mortgage Note, Note, Mortgage, New 
Mortgage, Pledge Agreement and Security Agreement i s the 
genuine s i g n a t u r e of such o f f i c e r . 

3. The C o l l a t e r a l Mortgage Note, Note, Pledge Agreement, 
New Mortgage, Mortgage, and Security Agreement a c t u a l l y 
executed by the Company and d e l i v e r e d t o the Bank are i n 
s u b s t a n t i a l l y the forms of the documents submitted t o and 
approved by the Board of D i r e c t o r s of the Company pursuant 
to such r e s o l u t i o n s . 
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IN WITNESS HEREOF, I have hereunto signed my name and set 
the seal of t h e Company t h i s of '(,r./e:A-oY 1991. 

By: ^_{-^KrK-Jy 
Emily W. Herrmann 
Ass i s t an t Secretary 

Corporate Seal 

(Signature Page t o C e r t i f i c a t e o f Corporate Resolut ions) 
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NOTARIAL CERTIFICATION 

I c e r t i f y t h a t a copy of these r e s o l u t i o n s , c e r t i f i e d by 
the Ass i s tan u. Secretary of Walter O i l & Gas Corporation i s 
attached t o i ' i Act of C o l l a t e r a l C h a t t e l Mortgage and C o l l a t e r a l 
Mortgage Pie U. 2 and Assignment, executed by said corporation 
before me, Nc*.«ry t h i s 2 k day of Ocl tcbet i 1991. 

Notary Public 
For the State of T£~XAS 
My commission expires: 

GHM/16951/2012 
08460320.DOC 
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WALTER OIL & GAS CORPORATION 

October 28, 1991 

RECEIVED 
United States Department of the I t e r i o r 
Minerals Management Service 
A t t en t i on : Mrs. La Nel le Boehm 
Adjudicat ion Uni t , LE-3-1 
1201 Elmwood Park Boulevard 
New Orleans, Louisiana 70123-23?4 

Minerals Management Ser.*:c*» 
>«asing & Environment 

OCT 3 . 1931 

RE: Federal Lease No. OCS-G 119AC 
Block 78, Eugene Island A**0--
Federal Offshore L o u i : i a n a 

Ladies and Gentlemen: 

Enclosed you w i l l f i n d an executed copy of the fol lowing d^sc krvd Assignrm 
o f Overriding Royalty Interest a f fec t ing the captioned icase i - f i l i n g : 

Assignment of Overriding Royalty Intt.*-est dated e f f e c ve Februir-
12, 1991, executed on behalf of Walter Oil & 'das Coper i t i o n , is 
Assignor, in favor of David A. Pustka, Rodney L. C o t t r e l l , James a. 
Dick, Kurt G. Sommer, and Walter Oi l & Gas Corporat ion, as 
Assignees, a f f e c t i n g Federal Lease OCS-G 11940, Block 78. Eugene 
Island Area. Federal Offshore Louisiana. 

We are enclosing our check in the amount of $25.00 to cover the f i l i n g fee for 
the above assignment 

We request that the above Assignment of Overriding Royalty In terest be placed 
i n the f i l e a f f ec t i ng the captioned lease, and that ; ou evidence such f i l i n g 
by date stamping and returning the enclosed copy of th s assignment. 

Ron A. Wilson 

RAW:hf 

Enclosures 

240 The Ma.n Building. 1212 Main Street. Houston. Texas 77002 (713) 659-1221 



RECEIVED 
ASSIGNMENT OF OVERRIDING ROYALTY INTEREST 

OCT 3 : 1991 
BLOCK 78 
EUGENE ISLAND AREA 
FEDERAL OFFSHORE LOUISIANA 

{ 
< Minerals Management Service 

Leasing & Environment 

WHEREAS, WALTER CIL & GAS CORPORATION, a Texas corporation, whose 

address is 240 The Main Building, 1212 Main Street, Houston, Texas, 77002, is 

the owner of an undivided thirty-seven and one-half (37.50%) share of the 

record t i t l e interest in and to the following identified lease: 

Oil and Gas Lease of Submerged Lands bearing Serial No. OCS-G 11940 
dated effective Miy 1, 1990, between the United States of America, 
as Lessor, and Cockrell Resources, Inc., as Lessee, covering all of 
Block 78, Eugene Island Area, OCS Official Map, Louisiana Map No. 
4, containing 5,000 acres. 

The above-described o i l and gas lease is hereinafter sometimes referred to as 

the "Lease". 

NOW, THEREFORE, WALTER OIL & GAS CORPORATION, (hereinafter referred to 

as "Assignor"), for and in consideration of the mutual advantages accruing to 

the parties hereto, and for Ten and NO/100 Dollars (SIO.00) and othnr good and 

valuable consideration, the receipt and sufficiency of which is hereby 

acknowledged, does hereby TRANSFER, ASSIGN, SET OVER AND DELIVER unto the 

assignees hereinafter named, overriding royalty interests equal to an 

aggregate 0.37500% of 6/6ths in and to a l l o i l , gas, other hydrocarbons, and 

all other minerals produced, saved and sold from the lands covered by the 

Lease. 

The overriding royalty interests herein assigned shall be owned by the 

following parties in the proportions set forth next to their respective names 

(herein collectively called "Assignee", whether one or more) as follows: 

5916 Annapolis 
Houston, Texas 77005 

Rodney L. Cottrell 28.00% 
2915 Woodland Ridge 
Kingwood, Texas 77345 

James H. Dick 28.00% 
19823 Gulfwind Court 
Houston, Texas 77094 

Kurt G. Sommer 12.80% 
2118 Mountain Lake Drive 
Kingwood, Texas 77345 

u ^ t e r Oil & Gas Corporation 3.20% 
The Main Building 

t Main Street 
reston Texas 77002 

David A. Pustka 28.00% 



TO HAVE AND TO HOLD said overriding royalty interests unto Assignee, his 

successors and assigns; and for the same consideration Assignor agrees to 

warrant and defend t i t l e to said overriding royalty interests unto Assignee 

against all claims arising by, through and under Assignor, but not oth'-rwise. 

This Assignment is made subject to the terms and conditions of the Lease and 

all other documents whereby Assignor acquired its interest in the Lease, as 

well as the following terms and provisions, to-wit: 

1. 

Fuel oil and QJS for ©Derating the premises, and for treating and 

handling the products therefrom (and the proportionate part of f iel oil and 

gas consumed in a central plant, should the Lease be operated jointly with 

other premises through the use of such plant) shall be deducted before said 

overriding royalties are computed. All ad valorem, production and other taxes 

chargeable against the overriding royalty ownership or production shall be 

paid by Assignee. If the Lease covers an interest in the o i l , gas and other 

minerals in and under the lands described therein less than the full and 

undivided mineral fee interest in said land, then the overriding royalties 

payable to Assignee shall be proportionately reduced in accordance with the 

ratio that the mineral interest in said land covered by the Lease bears to the 

fu l l and undivided mineral fee interest in such land. 

2. 

The conveyance of the foregoing overriding royalties on o i l , gas and 

other minerals shall never be deemed as imposing any obligation upon Assignor, 

or its successors or assigns, *" conduct any drilling operations whatsoever 

upon the property above descr...crd, or to maintain any such operations after 

once begun, or production of oil or gas after once established, nor to protect 

said land from drainage nor to maintain the Lease in ef f t by payment of 

delay rentals, drilling operations or otherwise, but all operations, i f any, 

on said premises and the extent and duration thereof, as well as the 

preservation of the leasehold estates by rental payments or otherwise, shall 

be solely at the will of Ass i'j .ior and the overriding royalties hereby conveyed 

shall be paid only i f and when there is any production of oil or gas from the 

above described lease in accordance with the terms hereof. 



Assignor sha l l have the r igh t and power to combine, pool or un i t i ze the 

acreage covered by the Lease, or any por t ion thereof , and the leasehold estate 

and overriding roya l t y ownersnip the re in , including the overr id ing royal ty 

conveyed hereby, w i th other 1 a.id, lease or leases, mineral and/or royal ty 

estates in the v i c i n i t y thereof when and as of ten as in Assignor 's judgment i t 

i s necessary or advisable to do so in order to property explore, develop and 

operate said premises to f a c i l i t a t e the order ly development of such interests 

or to comply wi th the requirements of any law or governmental order or 

regulat ion re la t ing to the spacing of wel ls fo r prorat ion of the production 

therefrom. For purposes of computing the overr id ing royal ty in te res t conveyed 

hereby, there shal l be allocated to the said overr id ing roya l ty included in 

such unit a pro ra ta port ion of the o i l , gas and other minerals produced from 

the pookd uni t on the same basis that production from the pool or un i t is 

a l located to the Lease. I t is agreed that Assignee shal l receive and w i l l 

accept on production from a unit so pooled or un i t ized only such proport ion of 

the overriding roya l t i e s hereinabove spec i f ied as is al located to the lease as 

t o which this over r id ing royalty appl ies. The interest in a.y such pool or 

u n i t a t t r ibutable to the overriding roya l ty in teres t included there in shall be 

subjected to said ovpr r id ing royalty i n te res t in the same manner and with the 

same effect as i f si h pool or unit and the in teres t of Assignor therein were 

spec i f i ca l l y described in th is conveyance. I t is understood and agreed that 

no formal pooling or declarat ion need be f i l e d wi th respect to any such pool 

or uni t but only tha t the Lease(s) be subjected to a pool , un i t or other 

cooperative agreement fo r the development of a common reservo i r . 

4. 

The value of oil and gas production which is produced, saved and sold 

from the lands covered by the Lease and as to which payments to Assignee are 

made hereunder shall be the same as that upon which the payment of royalties 

to the lessor under the Lease is based. Assignor may deduct any third party 

transportation costs and other costs or charges incurred in making oil or gas 

ready c»- available for market, at the point of sale provided that such costs 

are deductible from the Lessor's royalty under the terms of the Lease or 

regulations applicable thereto. However, in no event and under no 



circumstances shal l Assignee ever have any r i g h t s , except those expressly 

conferred herein or otherwise ar is ing under app i l ea f law, which are 

conferred upon the Government, as Lessor under the L .ncluding but 

l i m i t e d to the r i g h t of the Government to take gas or gaseous hydrocarbons 

from the Lease in k i nd . 

5. 

In the event i t i s detenui ied that the pr ice for the sale of o i l , gas 

o r other hydrocarbons and upon which payments have been made hereunder, is in 

excess of that allowed by ru le , order, s ta tu te , regulat ion or other 

governmental or regula tory determination, Assignee agrees that Assignor shal l 

be allowed to recover, out of the overr id ing roya l t ies payable hereunder, such 

b...^unts as may have been overpaid to Assignee hereunder; provided, however, 

t h a t pr ior to commencing any such recoupment, Assignor shal l provide As-,igr. "»e 

w i t h notice of i t s inten* to i n s t i t u t e such recoupment wi th the de ta i l s , 

reasons and amounts re la t i ng thereto; and provided fu r ther that such 

recoupment may never be made out of more than f i f t y percent (50%) of the 

a r >unt payable to Ass.gnee during <r,y month or othf appl icable accounting 

pe r i od . Such recoupment shall not p-ejudice the r i gh t of Assignee to 

i n s t i t u t e , nor be a bar to Assignee's i n s t i t u t i n g , any act ion to contest or 

d ispute the l i a b i l i t y of Assignee for any alleged overpayment of overr id ing 

r o y a l t i e s hereunder. 

S. 

It is hereby stipulated that the overriding royalties assigned 

hereunder to Walter Oil & Gas Corporation as Assignee shall remain separate 

and distinct from, and shall not merge with, any other leasehold interest, 

whether record t i t l e , operating rights or otherwise, now or hereafter owned by 

Walter Oil & Gas Corporation. 

7. 

The provisions hereof shall inur.. to the benefi t of and be binding upon 

the parties hereto and t h e i r respective he i r s , successors or assigns; however, 

no change or d i v i s i on in the ownership of said overr id ing roya l ty in terest 

s h a l l be binding on Assignor un t i l t h i r t y (30) days a f ter Assignor shall have 

been furnished wi th a c e r t i f i e d copy or copies of the recorded instrument or 

instruments evidencing such change in ownership. 



!N WITNESS WHEREOF, this instruments executed and delivered this 15th 

day of October, 1991, but made effective for all purposes as of the 12th day 

of February, 1991. 

STATE OF TEXAS f 
{ 

COUNTY OF HARRIS ( 
On this 15th day of October, 1991 before me personally appeared 

J. C. Walter, I I I to me personally known, who being by me duly sworn, did say 
that he is the President of Walter Oil & Gas Corporation, a Texas corporation, 
and that the said instrument was signed on behalf of said corporation by 
authority of its Board of Directors, and said appearer acknowledged that he 
executed the same as the free act and deed of said corporation. 

In witness whereof, I have hereunto set my official hand and seal on the 
date hereinabove written. —\ / A 

Helen Fowler 
Notary Public in and for the 
State of Texas 

My Commission Ex es 9/30/92. 

ASSIGNMENT OF OVERRIDING ROYALTY INTEREST 
BLOCK 78, EUGENE ISLAND AREA 
FEDERAL OFFSHORE LOUISIANA 


