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Dear Ms. Boehn:

Enclosed is an criginal counterpart of Act of Collateral
Mortgage, Security Agreement, Financing Statement, Pledge and
Assignment of Productian ("Collateral Mortgage") dated December 19,
1991, by British-Borneo Exploration, Inc. unto Any Future Holder or
Holders which zffects the record title and/or operating rights
interests of British-Borneo Exploration, Inc. in each of the
following 0il and Gas Leases from the United States of America:

1. Dated effective June 1, 1990, to King Ranch 0il and Gas,
Inc. and British-Borneo Petroleum, Inc., bearing Serial
No. OCS-G 11815, covering all of Block 596, West Cameron
Area.

2 Dated effective May 1, 1990, to Cockiell Resources, Inc.,
bearing Serial No. OCS-G 11940, covering all of Block 78,
Eugene Island Area.

3. Dated effective May 1, 1991, to Energy Developmaent
Corporation and Britisli-Borneo Petroleum, Inc., bearing
Serial No. OCS-G 12817, covering all of Block 34, East
Cameron Area.

4. Dated effective May 1, 1991, to Energy Development
Corporatio: et al., bearin Serial No. 0CS-G 12820,
covering all of Block 75, EastL Cameron Area.

5. Dated effective . ne 1, 1991, to Energy Development
Corporation, et a ., bearing Serial No. 0OCS-G 12821,
covering all of Block 76, East Cameron Area.

Flease file the enclcsed Collateral Mortgage with a copy of
this letter, in Case File No. OCS-G 11815. In addition, please
file a copy of this letter in Case File Nos. OCS-G 11940, OCS-G
12817, 0CS-G 12820 and OCS-G 12821 in order to notify third parties
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of the existence of the Collateral Mortgage which has been filed in
Case File No. 0OCS-G 11815.

Also, enclosed is our firm’s check in the amount of $125.70 in
payment for the filing of the Collateral Mortgage and the notice
letters as requested above.

Should you have any questions regarding this request, please

call me at 1-800-999-0529.
sincerely /.g/ ;

Hark P. Glanowski
Senior Legal Assistant

Enclosures

MPGLO292\MISC\Boehm2. L tr
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RECEIST

The undersigned acknowledges receipt of this letter and the
Act cof Collateral Mortgage, Security Agreement, Financing
Statement, Pledge and Assignment of Production dated December 19,
1991, by British-Borneo Exploration, Inc. for filing in Case File
No. OCS-G 11815, with copies of this notice letter attached hereto
to be filed in Case File Nos. OCS-G 11940, OCS-G 12817, 0NCS-G
12820, and 0OCS-G 12821.

MINERALS MANAGEMFENT SERVICE

By' = g L & c*)'__ /‘-'-...;t\_x '{L S

MPG! (1.7 MISC\Boehm2. L tr
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Leasing 1s Statement is presened to a Filing Officer for
filing pursuant to the Uniform Commercial Code of Louisiana:

FINANCING STATEMENT

1. Name and address of Debtor:

WALTER OIL & GAS CORPORATION
1021 Main Street

Suite 2200

Houston, Texas 77002

2l Debtor-:: Federal Taxpayer Number is 74-2180343.
T Name and address of Secured Party:

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

4. This Financing Statement covers the following types
of property ("Collatervral"):

All of Debtor’s interest now owned or hereafter
acquired in and to (i) all Operating Equipment, (ii)
all Hydrocarbons severed and extracted from or
attributable to the 0il and Gas Properties, includ-
ing oil in tanks, (iii) accounts and accounts
receivable (including, but not limited to, accounts
resulting from the sale of Hydrocarbons at the
wellhead), contract rig-ts and general intangibles
now or hereafter arising in connection with the sale
or other disposition of any Hydrocarbons, (iv) all
Contracts and all general intangibles now or here-
after arising in connection with or resulting from
Contracts, (v) all proceeds and products orf the
Realty Collateral, (vi) all Fixture Operating
Equipment, and (vii) all proceeds, products,
increases, profits, substitutions, replacements,
renewals, additions, amendments and accessions of,
to and for all of the above described property.

It is not the intention of this Financing Statement
to cover or include hereunder any interest other
than the undivided percentage interest of Debtor in



and to the Collateral identified as the "Mortgaged
Interest" in Exhibit "A", plus any and all interests
the Debtor may hereafter acyuire in any of the
Collateral hereunder; and it is expressly agreed
that interests identified cn Exhibit "A"™ as "Third
Party Interests"™, whether such interests have
heretofcre been assigned or delivered to such third
parties, or evidenced of record, shall not be
subject to the security int:rest evidenced hereby,
nor shall any further action be required by Debtor
or Secured Party to evidence such fact; and Secured
Party hereby releases all such "Third Party
Interests" from the security interest evidenced
hereby; provided that, should Debtor hereafter
acquire any of such "Thir¢ Party Interests", then,
but at nc¢ time prior, such interests shall be
subject hereto.

5. As used herein, the following terms have the
meanings set out below:

a. "0il and Gas Property or Properties" means
(i) the o0il, gas and/or mineral leases, mineral
estates, subleases, farmouts, royalties, overriding
royalties, net profits interests, production
payments and similar mineral interests descriked in
Exhibit "A" attached hereto and made a part hereot
for all purposes including, but not limited tc, the
net revenue interests warranted in Exhibit "A", (ii)
any production unit or units which may affect all
or any portion of such mineral interests including,
without limitation, those units which may be des-
cribed or referred to on Exhibit "A" or any unit
created under orders, regulations, rules or other
official acts of any Federal, state or other
governmental body or agency having jurisdiction,
(iii) any other interest in, to or relating to (2)
all or any part of the land described either in
Exhibit "A"™ o>r (B) any of the estates, property
rignts or other interests referred to above, and
(iv) any instrument executed in amendment, correc-
tion modification, confirmation, renewal or ex-
tension of the same.

b. "Hydrocarbons" means the o0il, gas,
casinghead gas, other liquid or gaseous hydrocarhbons
and all other minerals in and under or attributable
to and that may be produced from the lands covered




by the 0il and Gas Properties, and all products
refined therefrom.

[ "Operating Equipment" means all surface
or subsurface machinery, eguipment, facilities,
supplies or other property «~f whatscever kind or
nature (excluding drilling rigs, trucks, automotive
ecuipment or other property taken to the premises
for temporary use) now or hereafter located on any
of the property affected by the 0il and Gas
Properties which are useful for the production,
treatment, stcrage or transportation of Hydro-
carbons. Operating Equipment shall not include any
items placed on an immovable which become component
parts of land, buildings, structures or imprcvements
located therein or thereon in such a manner that
they no longer remain movables under the laws of the
State of Louisiana.

d. "Fixture Operating Equipment" means any
cf the items described in the first sentence of
subparagraph (c) above whichh as a result of being
placed on an immovable which become compcnent parts
of 1land, buildings, structures or improvements
located therein or thereon and used in the conduct
of commercial arnd industrial activity, constitute
fixtures under the laws of the State of Louisiana.

e. "Contracts" means all contracts, operating
agreements, farm-out or farm-in agreements, sharing
agreements, mineral purchase agreements,
rights-of-way, easements, surface leases, permits,
franchises, licenses, poeling or unitization
agreements, unit designations and pooling orders
now in effect or hereafter entered into by Debtor
affecting any of the 0il and Gas Properties,
Operating Equipment, Fixture Operating Equipment,
or Hydrocarbons now, or hereafter cover=d hereby,
or which are useful or appropriate in drilling for,
producing, treating, handling, storing, transporting
or marketing oil, gas or other minerals produced
from any of the property affected by the 0il and Gas
Properties.

£. "Realty Collateral" means all of Debtor’s
interest in and to the 0il and Gas Properties and
unsevered and unextracted Hydrocarbons.




6. The security interest perfected by this Financing
Statement attaches to the interest of Debtor in minerals or
the like (including o0il and gas) as such minerals are ex-
tracted and to the accounts resulting from the sale thereof
at the wei'hrad of the wells located on the properties
described in Exhibit "A".

7. This instrument covers the interest of Debtor in
fixtures.
8. Products of collateral are also covered.
DEB™OR:

WALTER OIL & GAS CORPORATION

[ 24
By:__ 1.0 walla =
J.£. HWalter, III
President

DPK/16811/2012
06 135:.B



EXHIBIT A

EUGENE ISLAND BLOCK 78

Lease:

0i1 and Gas Lease of Submerged Lands bearing Seria® No.
0CS-G 11940 dated effective May 1, 199G between the United
States of America, as Lessor, and Cuckrell Resources, Inc.,
2s Lessee, covering 311 of Block 78, Eugene Island Area, OCS
Official Map, Louisiana Map No. 4, containing 5,000 acres.

Limitations: None

Contract List:

(a)
{(b)

(c)

(d)

(e)

(f)

(9)

(h)

The Lease.

Participation Agreement dated rebruary 11, 1991, amona Cockrell 0il
Corporation, Cockrell Rescurces, Inc., Ernest H. Cockrell, Carol C.
Curran and Walter 0il & Gas Corporation.

Operating Agreement dated February 11, 1991, Etetween Cockrell O0il
Corporation, as Operator, ana Ernest H. Cockreil, Carol C. Curran,

Walter 0i1 & Gas Corporation and Samedan 0il1 Corporation, as Non-
Operators.

Eight (8) Assignments of Cverriding Rovalty all dated February 8, 1991,
from Cockrell Resuurces, Inc. to eight certain employees of Cockrell 0il
Corporation (namely W. Fred Deusinger, Ben T. Faulk, Clifford S. Foss,
Jr., Daniel F. Gayle, Milton T. Graves, Feldor H. Hollenshead, Charles
W. Hubbard, and Robert W. Kelsey) assigning overriding royalties
totaling 2.125% of "Assignur’s Net Revenue Interest"”.

Assignment dated effective February 11, 1991, betweern Cockrell
Resources, Inc., as Assignor, and Ernest H. Cockrell, Carcl C. Curran,
Walter 0i1 & Gas Corporation and Samedan 0il Corpor:*ion, as Assignees.

Assignment of Overriding Royalty Interest dated effective February 12,
1991, from Walter 0il & Gas Corporation, as Assignor, in favor of David
A. Pustka, Rodney L. Cottrell, James H. Dick, Kurt &. Sommer, and Walter
0i1 & Gas Corporation, as Assignees, being the conveyance cf the "Walter
Employees Override" as provided for under documents h, i, j and k below.

Assignment dated effective February 13, 1991, between Walter 0il & Gas
Corporation, as Assignor, and British-Borneo Exploration, Inc., Columbus
Mills, Inc., J. F. Howell, and Walter Energy Corporation, as Assignees.

Only as to the parties named in this subparagraph, that certain 1990-91
Progiram Agreement dated as of August 1, 1990 betwecen Walter 0i1 & Gas

Corporation, as Program Manager, and Columbus Mills, Inc., as
Participant.




EUCENE ISLAND BLOCK 78

(i)

J)

(k)

(1)

(m)

Only as to the parties named in this subparagraph, that certain 1991
Program Agreement dated as of January 1, 1991 between Walter 0il1 & Gas

Corporation, as Program Managar, and British-Borneo Exploration, Inc.,
as Participant.

Only as to the parties named in this subparagrapn, that certain 1991
Program Agreement dated as of January 1. 1991 between Walter 0il1 & Sas
Corporation, as Program Manager, and J. F. Howell, as Participant.

Only as to the parties nzmed in this subparagraph, that certain 1991
Program Agreement dated as of January 1, 1991 between Walter 011 & Gas

Corporation, as Program Manager, and Walter Energy Corporation, as
Particioant.

That certain Development Agreement dated as of January 1, 1991, between
Walter 0il & Gas Corporation and Walter Energy Corporation.

As to the parties named in this subparagragh, the Conveyance of
Overriding PRoyalty Interest dated effective February 14, 1991, from

Walter Energy Corporation, as Assignor, in favor of Lzeway & Co., et
al., as Assignees.




EUGENE ISLAND BLOCK 78

Ownership Interest:

Working Revenue

Interest _Interest
MORTGAGED INTEREST:
Walter 0i1 & Gas Corporation (1) 5.03665% 4_05765%
THIRD PART ' INTERESTS:
HWalter En 1y Corporation (Exp.) 11.30022 §.10374
Walter En. v Corporation (Dev.) (1) 1.24725 0.99933
J. F. Howel! 1.5357¢C 1.21384
Columbus “1ills, Inc. 8.37054 6.74352
British-Borneo Exploration, Inc. 10.04464 8.99221
Crnest K. Cockrsl1 18.75C0C 15.29297
Carol C. Curran 18.7500C 15.29297
Samedan 0il Corporation 25.0000C 20.39062
David A. Pustka -0- 0.10500
Rodney L. Cottrell -0- 0.10500
James H. Dick ) -0- 0.10500
Kurt G. Sommer -0- 0.04800
WOGC ORR Paol -0- 0.01200
Cockrell Staff ORR (2) -0- 1.77083
United States of America -0- 16.666067

100.03C00% 100.00000%

(I)Estimated interest subjrit to adjustment pursuant tc the Davelopment
Agreement described in item (1) above.

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



0CS- G (19uU0
RECEIVED

NOV 20 199i

Minsrals Managemen? S
Leasing & £ CT OF COLLATERAL CHATTEL MORTGAGE AND
'“'““‘““'@onmrrmx. MORTGAGE, PLEDGE AND ASSIGNMENT

THE BETZTE OF TEXAS §

§
COUNTY OF HARRIB §

Be it known that on this 5 day of C/C‘ézkﬁy 14991, befcre
me, tne vndersigned Notary Public, duly commissioned and quali-
fied in and for the County and State aforesaid, and therein
residing, and in the presence of the undersigned competent
witnesses, whose names are subscribed hereto,

Personally came and 2ppea.ed WALTER OIL & GAS
CORPORATION, a Texas corporation, appearing herein
through J. €. Walter, III, its duly authorized
President, acting pursuant to resclutions of the Board
of Directors of such corpnoration, a certified extract
of which are attached hereto ("Mortgagor")

which Mortgagjor- through its representative declared unto me,
Notary, that, desiring to secure funds and obtain other credit
“rom any persorn, firm or corporaticn willing to loan and provide
same, and for such purpose, Mortgagor does by these presents
declare and acknowledge a debt in the principal sur of EIGHTEEN
MILLION and NO/100 DOLLARS (©18,000,000.00) and to evidence such
indebtedness, has executed, under date of December 12, 1988,
that one certain Collateral Mortgage and Collateral Chattel
Mortgage Note ("Note") in the principal sum of EIGHTEEN MILLION
ANC NO/100 DOLLARS ($18,000,000.00) with interest thereor at the
rate of eiyhteen percent (i8%) per annum from and after the date
thereof until paid, dated at Houston, Texas, payable to Bearer,
due on demand at 399 Park Av=znue, Nzw York, New York 10043 or
at such other place as che Holder may from time to time
designate in writing, which Note, after having been paraphed "Ne
Varietur® by me, Notary, for identification herewith, was
delivered to Mortgagor who acknowledges veceipt thereof.
Mortgagor further declared that the Note would be pledged and
delivered for the purpose of raising funds and cbtaining other
~redit as heretofore stated, and Mortgagor does by these
presents acknowledge to be indebted unto any future holder or
liolders of the Note ("Holder") in the full amcunt *‘hereof,
together with interest, attorneys’ fees, insurance prem’ums,
taxes, expenses and costs as provided for hereunder, *f any
should accrue.




ARTICLE I
Definitions

Mortgagor agrees that, as uased in this instrument, the
rnllowing terms shall have the fcilowing meanings:

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

i.2 "Base Rate" means a fluctuating interest rate per
annun as shall be in effect from time to time, +“hich rate per
annun shall at all times be equal tc the highzr of:

(a) the vrate of interest announced publicly by the
Eank in New Yor., WN¢w York, from time to time, as the
Bank’s base rate; ¢ .d

(b) 1/2 ot cne percent (1/2% )per annum above the
latest three-~week moving average of secondary market
morning offering rates in the United States for three -
a7 th certificates of deposit nc rm: jor United States money
“~sket L.onks, such three-wesk moving average being
©~terr inec " weekly on each Monday (or, if any such day is
‘ot 2 Durlness Day, on the next succeeding business Day
“ur the three-week period enrnding on the previous Friday by
t.e Bank on the basis of such rates reported bv z=rtificate
. f depor.it dealers to and published by the Feae. al Reserve
3unk of New York or, if ~uch puklication shalli be sispended
vr terminated, on the basis c% yuotations for su-h rates
received by the Bank from three N:w York certificate of
~.eposit Jdealers of recognized rcaiding selected by the
Bank, in eithesr case adjusted toc the nearest 1/4 of one
percent ~r, if there is no nearest 1/4 of one percent, to
the next higher i:4 of one percert.

1.3 "Busiress Day" mecans a dey of t-z vear on which bankw
are not _—equired cr authorizad to close i ¥Y~w Yotk City.

1.4 "™ :llateral" means al. cof Yiortgacrv’s interest as se-
forsth on Exhipit "A" or os hereafter ncquisea, lzgal or benefi-
<ial, ir an. to (a) th= 0il and Gas F roperties* (b) all unsiev-
ered and unextracted Hydrocarbons; (c¢) all Opera*ing Ecuipmint;
(d' all Hydrocarbons severed and extractcd from the 0il and cas
Properties including oil in tanks; (e) all accounts and accourts
receivable now or hi reafter arising in connection with the sale
cr otiicr disposition of a1y Hydrocavions; (f) all Contracts: (g)
all "~ ents, issues, profi.s, proceeds, produc:cs, revenues and




other income [i7m o1° attribulable to the 0il and Gas Promerties
and t, a’i1 unsevered and unextrac*ed Hycrocarbons; h) ali
Immovable Jperating Equipment; and (i) all proceeds, piwdicts,
renewals, increases, prolics, sukstitvliors, replaceuments,
additions, awendments and accessiors tchereof, thereto or
therefor.

1.5 "Contracts" means all contracts, a4reements. operating
aqreements, farm-out or farm-in ajreemcnts, sharing agreements,
mineral purchase agre:ments, rights-of-way, scrvitudes, e:se-
ments, surfsce leases, permits, franchises, licenses, poolino,
Comminitizatlzn or unitization agreements, unit designations and
pooliry orde~: now in effect or hereafter entered into by
Morto.gor affecting any of the 0il and Gas Proper*ies, Operating
Egu.ipment, l.movable Jperating Equipment, or Hydrocarbons now,
u1" hereafter covered hereby, or which are vseful o- appropriate
in drilling far, producing, treating, handlirg, storing,
tra»zporting or marketing oil, gas or other minei-als produced
from any of the prcoperty affected Ly the 0il and Gas Proper-
tietu

1.6 "Defaualt Rate" means a rat2 of interest equal to the
le: ser of tne Bas cate plus two percent (2%) or the aximum
nor: *irious rate permitted by appl:cable law.

1.7 "Event of D~fault" shali La/e the meaning set forth
in Article 5.2 huereof.

1.8 T"Hydrocarbons" means oil, gas, casingheaza jas, other
liquil or gasec.s hydre~arbens and all other minerals in and
under or attributabi¢ to and that may be prouduced, obtained or
secured from, the lands covered by the 0il ard Gas Properties,
and all products refined therefrom.

1.¢ "Immovable Operating Equipment" means any of the items
describedi in the first sentence of paragraoni .12 which as a
result of being incorporated into rcalty «r structures or
improvements located therein or thereon, constitute immovables
under the laws of the State of Louisiana

1.1) "Obligations" means (a) the indebtednes:= o~videnced by
the Note according to its turms and tenor therecf, and all sums
owing and that might beccme due and owing thereon or thereunder,
including, but not 1limited to, all principal, interest and
attorneys’ fees provided for therein, as well as any anc all
renewals, extensions, amendments, substitutions, and rear: e-
z~nts of the Note or any part thereof; (b) the observance and




performance £ all covenants, =qareements and stipulations
contained in this instrument; ~ar.} (¢} all «immg advanced or costs

or expenses ncurred by Holde  uereunder.

1.11 “01l 2nd Gas Property or Propertiez' means [~, the
vil, gas and/cr mineral leases, mineral estates, subleaes,
farmouts, royalties, overriding royaltie:, net profits

interes.s, produ:tion payments and similar mineral interests
described in Exhibic "A" attached heretc and made a part hereof
for all purposes, (L' an;’ production unit or units which may
affect 311 ¢r any pertion of s -h mineral interests including,
without limitation, those units which may Je described or
referred to on Exhibit "A" cor any unii ..eated under orders,
regulations. rules or other official ac.s of any Federal, state
or othei goverrmental body or agency havirg jurisdiction, (c)
any other interest in, to or relatinc to (i) all or any part of
.. : land deszribed either in Exhibic "A" or in the documents
da2scribed ir Exhibit "A" or (ii) any of the :states, property
.‘ghts or cther interests referred to akcvse, and (d4) any
instrvuent ezecvied in amendn-ni, correct:ion, modification,
confirmation, 1enewal or extension of tv.e £1.ie.

1.12 "Operating Eguipment" means all suiface rr zubsurface

machinery, fixtures, equipment, facilities, suppiies «<: oth 1
property of whatscever kind or natire now or ne 1fte.: locater
on any of the 0il and Gas rrcpertis: which ar- eful for :he
production, treatment, storey2 or transporie on of Hydro-

carbons, including, but ne. limited cte, all o1l wells, gas
wells, water welis, injection wells, casing, tubirg, 1o0ds,

pumping units and engincs, christmas trees, derricks,
separators, gJun barrels, flov lines. tunks, gas systenms (for
gathering, treating and conrressior,, water systems (for

treating, disposai and injecticn), power plants, po.les, lines,
transfurmers, starters «nd controllers, michine shops, tools,
storage yards and =ciipment strred taerein, buildings anrl camps,
telegraph, telephc: e and uther communication systens, roads,
loading racks ancd shipping facilities. Cperating Equipment
shall not include any items incorporated into realty or struc-
tures or improvements located therzin or thereon in such a
manner that they no longer remain movable precperty, whethe:
corporeal or incorporeal, under the laws of the State of
Louisiaua.




ARTICLE II
Creation of Priv'lege

2.1 Mortgage and Pledge. Ir order to secure the t1ll and
punctual payment and performance of the (kiigrtions, Muctgagor
does by these presents specially mortg:.ge, pledge, asxs gn and
hypoth:-ate unto and in favor of Holde., Xortgagor being bound
to warrant and defend the right to so mourtgeye, pledge, assijgr
and hypochecate such property, all ard singular, Mcrtgagor’s
interest in and to the Collateral, it. being Mortgagor’s
intention to include hereunder all ot thz property, rights,
titles and interests described in Art.cle 1.4 whether immovable,
movable o mixed and insofar as possible, to rend-r by this
insviurrent all ©f such properties described in Article 1.1
immovasle by law.

2.2 Mortgagor as Helder. Tails instrument is executed and
granted for the equal benefit and security cf aiy and all future
Holders of the Note and the interest thereon for whatever period
or for whateve, cause the Note may be issued or reissued for any
reason whatseever; it being understood and agreed that posses-
sion of the Note at any time by Mortgagor shall not in any
manner extinguish the Note or this instrument, but that Mort-
gagor shal! have the righ?{ tn issue and reissue the Note from
time to tine as its inte«cest or convenience may require. without
in any manner extinguisliing ¢ affecting the obligation of the
Note o. the security of this instrument.

2.2 Interests Not Owned. 1L is not the intention of this
Act cf Collateral Chattel Mortjage and Colla”eral Mcortgage,
Pledge and Assignment to cover or include hereunder any int-.est
other than the undivided percentage intercst of Mortgago:
identified as the "Mortgaged Interest" in Exhibit "A" in &nd to
the Collateral, plus any and all interests the Mortgagor may
herrafter acquire in any of the properties mortyaged here.ind=r;
and it is expressly agreed that any third party whose Interests
are iidentified on Exhibit "A"™ as "Tiiird Party Interests®,
whether such interests have heretofore heen assigned, delivdred
or recorded shail not be subject to this instrument, the liens
created hereby, nor shall any fuirthier actican be required by
Mortgagor or Holder +to evidence such fuct; a2 Holdar hereby
releases all such "Third Party Int. cests” from the lien evidenc-
ed hereby: provided that, should Nact~agor herzafter acquire any
of such "Third Party Interests", then, but 't no time prior,
such interests shall be subject herztu.



ARTICLE IIT
Proceeds frow ¥rro” :~tion

3.1 Assignment of Production.

(a) Mortgagor, in orderr o further secure the Cbli-
gations, effective as of the cdate hereof, has pledged,
pawned, assigned, transferred cor reyed and delivered and
does hereby pi-dge, pawn. assia~ transfer, convey and
deliver unto Holde:, all nf Morta- 10.'s interest, uow owned
or hereafter acquired, in and to the Hydrccarbons (or the
proceeds therefrom) the same to ba delirzred into pipe-
lines connected to the 0il and Gas Properties, or to any
other purchaser thereof to the cred.t of Holder.

(b) All parties producing, purchasing, taking, pos-
sessing, processing or receiving any prodiction from the
Cil and Gas Prop<rtie: or having in their possession any
such production or the proceeds of runs for which they or
others are accountable to Holder by vircue of the pro-
visions of this Article 3.1, are authorized and directed
by Mortgagor to treat and recard Holder as the assignee and
transforee of Morigagor and rtitled in its place and stead
0 receive Mortgagor’s in_crest, now owned or hereafter
wcquired, in and to the Hydrocarbons and the proceeds of
rans to the extent that Mortgagor would receive the same.

(c) Mortgagor directs and instructs each purchaser
of production from the 0il and Gas Properties to pay to
Holder all of cae proceeds ~f Moriiagor’s interest, now
omed or hereafter acquired, in and t» the Hydrocarbons
until such time as such rpurchaser has been furnished
evidence that all of the 9Otligations have been paicd or
extinguished and that the privilege eviienced hereby lLas
been released. Mortgagor authorizes Holder to receivi. »nd
collect all sums of money derived irom the proceeds of runs
assigned hereunder, and no purchaser of any prnduction trom
the 0il and Gas Properties shall have any responsibility
for the application of any funda paid to Holder.

{(d) Holder may (i) endorse and cash any and all
checks and drafts payable to the order of Mortgagor or
Holder fo» the account of Mortgagor, received from or in
connection with the revenues and proceeds of the Hydro-
carbons affected hereby, and the same may be a2pplied as
provided herein and (ii) execute any t.ansfer or division
orders 'n the name of Mcriagor or otherwise, with warrants




and indemnities binding on Mortgagor: provided that Holder
shall not be held liable for, nor be required to verify,
the accuracy of Mortgagor’s interests as represented
therein.

(e) Holder shall have the right at Holder’s election
and in the name of Mortgagor, or otherwise, to prosecute
and defend any and all actions or legal proceedings deemed
advisable by Holder in order to collect such funds and to
protect the interests of Holaer and/or Mortgagor, with all
reasonable costs, expenses and attorneys fees incurred in
connection therewith being paid by Mortgagor.

(£) The foregoing provisions of this Section 3.1
shall constitute an absolute and present assignment of all
Mortgagor’s interest in the Hydrocarbons. Holder grants
to Mortgagor a ronditional ..icense to receive and sell such
u jrocarbons, and the proceeds therefrom, and to use the
same until 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-
ordir=>te this assignment, in whole or in part, to any
subsequent assignment by Mortgagor permitted hereunder, and
any such subsequent assignment by Mortgagor shall be
subject to the rights of Holder hereunder.

3.2 Application of Proceeds. All payments received by
Holder pursuant to this Article III shall either be held by
Holder in a cash collateral 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) First, to satisfaction of all costs and expenses
incurred in 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 all accrued interest
on the Obligations;

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

(d) The balance, if any, shall be released to Mort-
gagor, if not retained by Holder in the cash collateral
account.



3.3 Release of Proceeds. Holder or any future Holder or
Holders of the Note may at any time and from time to time
release to Mortgagor or its order all or any portion of the
funds received from the proceeds of oil, gas or other minerals
as provided in this Article III without in any wise impairing,
releasing or discharging the lien, privilege and security of
this instrument, and the pledge and assignment herein provided
for or affecting the validity thereof.

3.4 Mortgagor’s Payment Duties. Nothing contained herein
will limit Mortgagor’s absolute duty to make payment of any

inlebtedness represented by the Obligations when the proceeds
received by Holder pursuant to this Article are insufficient to
pay the interest and principal then owing, and thne receipt of
proceeds under this Article will be in addition to all other
security now or hereafter existing to secure payment of any
indebtedness represented by the Obligations.

3.5 Liability of Holder. Holder is hereby absolved from
all liability for failure to enforce collection of any of such
proceeds, and from all other responsibility in connection there-
with except the responsibility to accoant to Mortgagor fou
proceeds actually received.

3.6 Indemnification. Mortgagor agrees to indemnify Holder
against all claims, actions, liabilities, judgments, costs,
attorneys fees or other charges of whatsjever kind or nature
(hereafter referred to in this Article as "Claims") made against
or incurred by Holder as a ~onsequence of the assertion either
before or after the payment in full of the Obligations, that
Holder received Hydrocarbons or proceeds pursuant to this
Article III which were claimed by third persons. Holder ‘11
have the right to employ attorneys and tc defend against any
such Claims and unless furnished with reasonable indemnity,
Holder will have the right to pay or compromise and adjust all
such Claims. Mortgagor will indemnify and pay to Hoider all
such amounts as may be paid in respect thereof, or as may be
successfully adjudicated against Holder and all such amounts
shall be a part of the Obligation secured by this instrument.
The liabilities of Mortgagor as set forth in this Article will
survive the termination of this instrument.




AKTICLE IV
Mortgagor’s Warranties and Covenants

4.1 Payment and Perfoimance of Obligations. Mortgagor

covenants and agrees that Mortgagor shall punctually pay when
due all interest and principal comprising the Obligations
secured by this instrument and all other amounts and indebt-
edness secured and to be secured herehy and will perform all of
the terms, covenants and provisions of any loan or other
agreement entered into by Mortgagor and Holder in connection
herewith.

4.2 Warranties. Mortgagor warrants as follows:

{(a) Mortgagor has good and marketable title to the
Collateral free from all liens, security interests or other
encumbrances except as specifically set forth in Ex-
hibit "A", or as _=z2rmitted by the provisions of
Article 4.4(1i) belcw.

(b) Mortgagor has the full power, authority and legal
right to mortgage, pledge, assign and hypothecate the
Collateral to Holder without the consent of any person and
has all 1licenses, permits, qualifications and cther
documentation necessary or appropriate to own, and if
Mortgagor is the operator of any of the Cullateral, to
operate the Collateral.

(c) The representations of Mortgagor as to quantum
and nature of the interest of Mcrtgagor in and to the 0il
and Gas Properties set forth on Exhibit "A" includes the
entire interest of Mortgagor in the 0il and Gas Properties
and are complete and accurate in all respects. There are
no "back-in" or "reversionary" interests held by third
parties which could reduce the interest of Mortgagor in the
0il and Gas Properties except set forth on Exhibit "A."

(d) Except as permitted by Article 4.4(h) below,
Mortgagor has not received any notize of any claim of lien,
privilege, right, title or interest to any of the Col-
lateral from any third party and Mortgagor does not have
any knowledge of any facts, circumstances or conditions
which could, by lapse of time or otherwise, result in any
~iaim of right, title, privilege, lien or interest by any
third party in or to the Collateral.




(e) There are no prior consent rights or preferen-
tial purchase rights in third parties affecting any part
of the Collateral, except as scot forth in the Agreements
described in Exhibit "A".

(f) No operating or other agreement to which Mortga-
gor is a party or by which Mortgagor is bound affecting any
part of the Collateral requires Mortgagor to bear any of
the costs relating to the Collateral greater than the
leasehold interest of Mortgagor in such portion of the
Colla-eral, except in the event Mortgagor is obligated
under an operating agreement to assume a portion of
defaulting party’s share of costs.

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

(h) Except as set forth in Exhibit "A", Mortgagor is
not obligated to "make up" anv deliveries of oil or gas to
any third party out of the production from any of the 0il
and Gas Properties.

(i) No approval or consent of any person or of any
regulatory or administrative commission or authority or of
any other governmental body is necessary under any existing
laws or regulations (A) to authorize the execution and
delivery of this instrument or of any written instruments
constituting part or all of the Obligations or (B) except
as may be provided by the rules of the Louisiana Department
of Conservation or the relative state regulatory authority
having Jjurisdiction over o0il and gas operations in
Louisiana, to authorize the observance or performance by
Mortgagor of the covenants contained in this instrumert or
in the written instruments constituting all or part of the
Obligations.

(j) All information contained in statements or
reports furnished to Holder by or on behalf of Mortgagor
relating to the Collateral was compliete and accurate when
made or delivered to Holder.

(k) Each oil and gas lease constituting a portion of
the Collateral is valid and subsisting, all covenants,

-10-




conditions and obligations contained in each such oil and
gas lease and any assignments or agreements relating
thereto have keen fully performed and complied with, and
there exists no unsatisfied demand or dispute between
Mortgagor and any lessor or any party to any such assign-
ment cr agreement.

(1) All proceeds from the sale of Mortgagor’s
interest in the Hydrocarbons are currently being paid in
full to Mortgagor by the purchaser thereof on a timely
basis and none of suclh proceeds are currently being held
in suspense by such purchaser or any other party.

(m) The operation of the 0il and Gas Properties and
the sale, processing, transportation and marketing of
Hydrocarbons has been and is currently being conducted in
accordance with all applicable federal, state and local
laws, rules, regulations, orders and ordinances.

(n) There is no pending or, to the best knowledge of
Mortgagor. threatened claim, suit, judicial or admini-
strative action or proceeding which involves or may involve
the Collateral or any part thereof or the production of
Hydrocarbons which, if adversely determined to Mortgagor,
could have a material adverse effect on the Collateral or
the ability of Mortgagor to perform its obiigations under
this instrument.

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

(p) All expenses incurred in or arising from the
operation or development of the Collateral have been or
will be paid when due.

4.3 Further Assurances.

(a) Mortgagor covenants that Mortgagor shall execute
and deliver such cther and further instruments, and shall
do such other and further acts as in the opinion of Holder
may be necessary or desirable to carry out more effectively
the purposes of this instrument, including, without
limiting the gencrality of the foregoing, the following:

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

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

{iii) To indemnify and hold Holder harmless from
and against any and all costs anu expenses, including,
but not limited to, any and all cost, exvense, loss,
damage or liability which Holder may suffer or incur
by reason of the failure of title to all or part of
trhe Collateral or by reason of the failure or in-
ability of Mortgagor, for any reason, to convey the
rights, titles and interest which this instrument
purports to mortgage, pledge, hypothecate, convey,
grant or assign.

(iv) Prompt execution and delivery of all
division or transfer orders or other instruments which
in Holder'’s opinion are required to transfer to Holder
th=2 proceeds from the sale of all of the Mortgagor’s
interest in and tc all Hydrocarbons.

(v) Prompt payment when due and owing of all
taxes, assessments and governmental charges imposed
on this instrument, upon the interest of Holder or
upon the income and profits from any of the above.

(b) Mortgagor covenants that Mortgagor shall maintain
and preserve the privilege, lien and security interest
herein created so long as any of the Okligations remain
unpaid.

{(c) Mortgagor covenants that all information to be
furnished to Holder by or on behalf of Mortgagor shall be
complete and accurate when made.

4.4 Operation of 0il and Gas Properties. As long as any
of the Obligstions remain unpaid or unsatisfied, and whether or
not Mortgagor is the operator of the 0il and Gas Properties,
Mortgagor shall fat Mortjagor’s own expense)

(a) nct =nter into any operating agreement, contract

or agreement wiich is burdensome on Mortgagor’s interest
and which materially adversely affects the Collateral:;
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(b) neither abandon, forfeit, surrender, release,
sell, assign, sublease, farmout or convey, nor agree to
sell, assign, sublease, farmout or convey, nor mortgage or
grant a privilege or security interest in, nor otherwise
dispose c¢f or encumber any of the Collateral or any
interest t!:arein, except for the sale of Hydrccarbons in
the crdinaiy: course of business and the Mortgagor may agree
to farm~:i » (provided that such farmouts do not negatively
affect the value of the 0il and Gas Properties and c¢o not
affect the perfection or priority of any lien in favor of
the Holder); and the Murtgagor may release or drop expired
leases which havz no net value as determined by an engineer
acceptable tec the Holder:

(c) cause the Collateral to be maintained, developed
and protected w«gainst drain ge and continuously operated
for the production and marketing of Hydrocarbons in a good
and workmanlike manner as a prucent operator would in
accordance :*%: -~enerally accepted practices, applicable

oil and -  =nd Contracts, and all applicable
Federal, laws, rules and regulations,
except t ested in good faith;

(d) promptly pay or cause to be paid when due and
owing (i) all rentals and royalties payable in respect of
the Collateral; (ii) all expenses incurred in or arising
from the operation or development of the Collateral; {(iii)
all taxes, assessments and governmental charges imposed
upon the Collateral, upon the income and profits from any
of the Collateral, or upon Holder because of its interest
therein; and (iv) all 1local, state and federal taxes,
payments and contributions for which Mortgagor may be
liable; and indemnify Holder from all liability in connec-
tion with any of the foregoing;

(e) promptly take all action necessary to enforce or
secure the observance or performance of any term, covenant,
agreement or condition to be observed or performed by third
parties under any Contract, or any part thereof, or to
exercise any of its rights, remedies, powers and privilieges
under any Contract, all in accordance with the respective
terms thereof;

(f) cause the Operating Equipment and the Immovable

Operating Equipment - "apt in good and effective
operating condition, p to be made all repairs,
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renewals, replacements, additicns and improvements thereof
or thereto, necessary or appropriate in connection with the
production of Hydrocarbons from the 0il and Cas Properties;

(g) permit and do all things necessary or proper to
enable Holder (through its agents and er;i~yecs) to ente
upon the 0il and Gas Properties at its sole risk for the
purpose of investigating and inspecting the condition and
operations of the Collateral whenever they so desire;

(h) cause the Collateral to be kept free and clear
of liens, privileges, charges, security interests and
encumbrances of every character other than liens:

(i) for taxes, assessments or other govern-
mental charges on the Collateral if the same shall be
inchoate, or are being contested in good faith and by
appropriate proceedings and with respect to which
reserves in conformity with ceierally accepted
accounting principles have been prov.ded on the bocks
of the llortgagor;

(ii) imposed by law, such a3 carriers’, ware-
housemen’s and mechanics’ liens and other similar
liens arising in the ordinary course of business which
are inchoate or are heing contested in good faith and
by appropriate proceedings;

(iii) arising under operating agreements that are
described in Exhibit "A" and are inchoate or are being
contested in good faith anu by appropriate proceed-
ings;

(iv) in favor of the Holder pursuant to this
instrument; and

(v) predial servitudes, liens, restrictions and
other similar er umbrances that, in the aggregate, do
not materially interfere with the use, operation or
ownership of the property subject thereto or material-
ly impair the value thereof:;

(i) carry with standard insurance companies and in
amounts satisfactory to Holder the following insurance:

(A) workman’s compensation insurance znd public
liability and property damage insurance in respect of
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all activities relating to the Coll:i%eral in which
the Hortgagor might incur person:l 1Iability for the
death or injury of an employee or third person or
danage to or destruction of another’s property; and

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

(j) cause all policies of insurance to provide the
me ¢imvm prior written notice to Holder of cancellation
wk ich the insurance ~ompany will pr.vride zid to name Holder
as, ar additional named insured or as a "loss payee"; permit
Holder to apply ary proceeds of such insurance which it may
rice!ve toward part or full satisfaction of any or all of
tte Obligations secured hereby whether or not they are then
du: and owing; and permit Holder tc obtain replacement
insurance (which may, but need not, be) single interest
iusurance in favor of Holder if any insurance required
hereby expires, is cancelled or is otherwise not in full
force and effect;

(k) furnish teo Holder, upon request, copies of all
operating agreements, oil and/or gas purchase contracts,
ur other contracts or agreements relating to the Col-
lateral; and

(1) promptly perform ail covenants express or implied
in any Contract.

4.5 Recording. Mortgagor covenants and agrees to promptly
(at Mortgagor’s own expense) record, register, deposit and fil
this and every other instrument in addition or supplemental
thereto, in such offices and places within the State of
Louisiana and with the Minerals Management Service and at such
times and as often as may be necessary to preserve, protect and
rencw the privilege and security interest herein created as a
prior privilege or security interest on real or personal
property, whether movable or immovable, as the case may be, and
otherwise shall Jo and perform all matters or things necessary
or expedient to be done or observed by reason of any applicable
law or regulation of any state or of the United States or any
other competent authority for the purpose of effectively
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creating, maintaining and preserving the privilege anc security
interest created hereby in and on the Collateral.

4.6 Records, Statements and Reports. Mortgagor agrees and
covenants to keep proper books of record and account in which
complete and correct entries shall be made of Mortgagor’s
transactions in accordance with generally accepted accounting
principles and to furnish or cause to be furnished to Holder
upon request or, if such reports are prepared by third parties,
when available after request by Holder, in addition to any
information, schedules and reports required by any loan acqree-
ments entered into by Holder and Mortgagor in connection
herewith, the following:

(a) Quarterly reports showing payment of all appli-
cable severance, ad valorem and other similar taxes and
taxes assessed under the Windfall Profit Tax Act of 1980.
as amended; and

(b) Such other information concerning operation of
the Collateral, th: Litle of Mortgagor to or the interest

of Holder in the Col® *1 and the business and affairs
and financial condi . rtgagor as Holder may from
time to time reason ac

5.1 Foreclosure. Upon the occurrence of an Event of

Default (as hereinafter defined), Holder shall have the right
and power to proceed by suit or suits for specific performance
of any covenant or agreement herein contained or in aid of the
execution of any power herein granted or for any foreclosure
hereunder or for the sale of the Collateral under the judgment
or decree of any court or cocurts of competent jurisdiction, or
for the appointment of a receiver pending any foreclosure
hereunder or the sale of the Collateral under the order of a
court or courts of competent jurisdiction or under executory or
other legal process, or for the enforcement of any other
appropriate remedy. Mortgagor agrees that, in the event any
proceedings are taken under this instrument by way of executory
process or otherwise, any and all declarations of the facts made
by authentic act before a notary public and in the presence of
two witnesses, by a person declaring that such fazts lie within
his knowledge, shall constitute authentic evidence of such facts
for the purpose of executory process.
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5.2 Events of Default. Mortgagor will be in default under
this instrument upon the happening of any of the following
events or conditions ("Event of Default"):

(a) Mortgager or any endorser, quarantor, surety,
accommodation party, or other person liable upon or for
payment of any of the Obligations secured hereby fails to
pay when due any of the Obligations secured hereby or to
perform punctually any other obligation, covenant, term,
or provision contained in or referred to in this instrument
or any other instrument executed in connection herewith;

(b) Any warranty or representation made in this
instrument by Mortgagor or furnished to Holder on behalf
of Mortgagor is determined by Holder to be untrue in any
material respect;

(c) Mortgagor’s title to the Collateral or any sub-
stantial part thereof becomes the subject matter of
litigation which would or might, in Holder’s opinion, upon
final determination result in substantial impairment or
loss of the security provided by this instrument; or

(d) Except as specifically authorized herein, there
is substantial damage to or destruction of or sale of any
of the Collateral or if the Collateral is subjected to any
privilege, 1lien or encumbrances not permitted under
subsection 4.4(h) and which, in Holder’s good faith
judgment, materially affects the privilege and security
interest granted herein.

5.3 Beigure. Mortgagor for itself and its successors and
assigns, agrees and stipulates that it shall be lawful for and
Mortgagor authorizes Holder without making a demand or putting
in default, putting in default bei .3 expressly waived, to cause
all and singular the Collateral to be seized and sold by
executory or other 1legal process without appraisement (ap-
praisement being hereby expressly waived) either in its entirety
or in lots, or parcels as Holder may determine to the hichest
bidder for cash oy on such terms as Holder may direct, Mortgagor
for itself, its successors and assigns, hereby confessing
judgment for the full amount of said Nc:ie in principal and
interest and all other Obligations.

5.4 Keeper Provisions. Upon the occurrence of an Event

of Default, Holder is authorized prior or subsequent to the
institution of any foreclosure pruceedings, to enter upon the
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Collateral, or any part thereof, and to exercise without
interference from Mortgagor any and all rights which Mortgagor
has with respect to the management, possession and operation of
the Collateral, it being the intention to confer on Holder or
Holder’s agent, all of the rights granted to keepers of mineral
interests by LSA R.S. 9:5131, et seg. All costs, expenses and
liabilities of every character incurred by Holder in managing,
operating and maintaining such Collateral shall constitute a
demand obligation owing by Mortgagor to Holder, shall draw
interest thereon from date of expenditure until date paid at the
Default Rate, all of which shall constitute a portion of the
Obligations secured by the privilege and lien evidenced by this
instrument.

5.5 Waiver. Mortgagor hereby expressly waives:

(a) The benefit of appraisement as provided for in
Articles 2332, 2336, 2723 and 2724 of the Louisiana Code
of Civil Procedure and all other laws conferring the same;

(b) The demand and three (3) days delay accorded by
Articles 2639 and 2721 of the Louisiana Code of Civil
Procedure;

(c) The notice of seizure required by Articles 2293
and 2721 of the Louisiana Code of Civil Procecdure; and

(d) The benefit of any other provisions of Arti-
cls 2331, 2722 and 2723 of the Louisiana Code of Civil
Prc cedure;

and Mortgagor agrees to the immediate seizurz of the property
subject hereto in the event of suit hereon, and i{urther, Holder
and any future Holder or Holders of the Note shal’ be entitled
to all of the rights and remedies provided in Articles 9:4301-
4304 of the Louisiana Revised Statutes and by Articles 197:-204
of the Louisiana Mineral Code.

5.6 Accumulation of Rights. Every right, power and remedy
herein given to Holder shall be cumulztive of and in addition
to every other right, power and remedy herein cpecifically given
and now or hereafter existing; and each and every righ!, power
and remedy, whether specifically given or otherwise existing,
may be exercised from time to time and so often and in such
order as may be deemed expedient by Holder, and the exercise or
the beginning of the exercise cof any such right, power or remedy
shall not be deemed a waiver of the right to exercise at the
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same time or thereafter any other right, power or remedy. No
delay or omission by Holder in the exercise of any right, power
cr remedy shall impair any such right, power or remedy or
operate as a waiver thereof or of any other right, power or
remedy then or thereafter existing and no single sale or series
o! sales under this Article V shall exhaust Holder'’s power of
sale, but such power shall continue to exist for so long as, and
may be exercisad in the manner hereinabove providad as often as,
the circumstances require to give Holder full relief hereunder.

5.7 Marshalling. Mortgagor, for itself and all who may
claim through or under Mortgagor waives, to the extent that
Mortgagor may lawfully do so under applicable law of the State
of Louisiana, any and all rights to have the Collateral
marshalled uvpon any foreclosure of the lien and privilege
hereof, or sold in inverse order of alienation, and Mortgagor
agrees that Holder may cause the Collateral to be sold as an
antirety or in parcels as Holder may direct.

ARTICLE VI
Miscellaneous

6.1 Advances by Holder. Each and every covenant or Mort-
gagor herein contained shall be performed and kept by Mortgagor
solely at Mortgagor’s expense. If Mortgagor fails to perform
or keep any of the covenants of whatsocever kind or nature
contained in this instrument, Holder may, but will not be
obligated to, make advances to perform the same on Mortgagor’s
behalf, and Mortgagor hereby agrees to repay such sums and any
attorneys’ fees incurred in connection therewith on demand plus
interest thereon from the date of the advance until paid at the
vefault Rate. 1In addition, Mortgagor hereby agrees to repay on
demand any reasonable costs, expenses and attorney’s fees
incurred by Holder which are tc be obligations of the Mortgagor
pursuant te, or allowed by, the terms of this instrument,
including, without 1limitation, such costs, expenses and
attorney’s fees incurred pursuant to Articles 3.2, 3.6, 5.1 or
5.4 hereof, plus interest thereon from the date of the advance
until paid at the Default Rate. Any such amounts so paid by
Holder shall be considered part of the Obligations secured
hereby and shall be secured by this instrument and the amount
and nature of any such payment by Holder and the date when paid
shall be held to be fully and authentically established by
affidavit of Holder or its or their agents, servants or
employees, and such amounts shall be paid as part of the Obliga-
tions out of the proceeds of the sale of the Collateral in the
event of foreclosure or other proceedings together with interest
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thereon at cthe rate provided for above; provided, however (a)
that the amount of that portion of the Obligations secured and
to be secured hereby which is comprised of advances for in-
surance premiums, taxes, fees or other expenses shall in no
event exceed an amount equal to the original principal amount
of the Note and (b) that the exercise of any right or advance-
ment or payment of cost or expenses by Holder shall in no manner
be construed as a waiver of the rights of Holder to demand
payment on the Note. Helder and any future Holder or Holders
of the Note shall be and are hereby subrogated to all rights,
liens and privileges securing payment of any debt or ciaim for
the payment of which holder may make advances pursuant to the
terms hereof.

6.2 Defense of Claims. Mortgagor shall promptly notify
Holder in writing of the commencement of any legal proceedings
affecting Mortgagor’s title to the Ceollateral or the lien and
privilege created hereby, and shall *take such action, employ-
ing attorneys agreeable to the Holder, as may be necessary to
preserve Mortgagor’s and Holder’s rights herein if they are
materially affected thereby. If Mortgagor fails or refuses to
defend Mortgagor’s or Holder’s rights in and to the Collateral,
Holder may take such action on behalf of and in tle name of
Mortgagor and at Mortgagor’s expense. HMoreover, Holder may take
such independent action in connection theiewith as it may in its
discretion deem proper, including, without limitation, the right
to employ independent counsel and to intervene in any suit
af=cting the Ccllateral. All costs, expenses and actorneys’
fees incurred by Holder pursuant to this Article 6.2 shall be
paid by Mortgagor on demand plus interest thereon from the date
of the advance by Holder until pail at the Default Rate.

6.1 Tartial Releases. The Holder at all times shal‘' have
the right to release any part of the Collateral now or hercafter
subject to the lien and privilege hereof or any part of the
proceeds of production or any income herein or hereafter
assigned or pledged or any other security it now has or may
hereafter have securing said indebtedness, without releasing any
other part of said Cnllateral, proceeds, income or security and
without affecting the lien hereof as to the parts or parties not
released, o: the right to future proceeds and income.

6.4 Unenforceable or Inapplicable Provisions. If any pro-
v un hereof is invalid or unenforceable, the other provisions
hereof will remain in full force and effect and will be liberal-
ly construed in favor of Holder in order to carry out the
provisions hereof.
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6.5 Rights Cumulative. Each and every right, power and
remedy herein given to Holder will be cumulative and not
exclusive, and each and every right, power and remedy whether
specifically herein given or otherwise existing may be exercised
from cime to time and as often and in such order as may be
deemed e''pedi:a2nt by Holder, and the exsrcise, or the beginning
of the exercise, of any such right, power c¢r remedy will not be
deemed a waiver of the right to exercise, at the same time or
thereafter, any other right, power or remedy. No delay or
omission by Holder in the exercise of any right, power or remedy
will impair any such right, power or remedy or operate as a
waiver thereof or of any other right, power or remedy then or
thereafter existing.

6.6 Waiver by Holder. Any and all covenants in this
instrument may from time to time by instrument in writing by the
Holder, be waived to such extent and in such manner as Holder
may desire, but no such waiver will ever affect or impair
Holder’s rights hereunder, except to the extent specifically
stated in such written instrument. All changes to and modifica-
tions of this instrument must be in writing by authentic act and
signed by Holdek.

6.7 Terms. The term "Mcortgagor" as used in this instru-
ment will be construed as singular or plural te¢ correspond with
the number of persons executing this instrument as Mortgagor.
If more than one person executes this instrumenc as Mortgagor,
their duties, covenants, warranties and liabilities under this
instrument will be joint, several and in solido, and any
occurrence of an Event of Default as to one Mortgagor shall be
deemed an Event of Default as to each Mortgagor. The terms
"Holder" and "Mortgagor" as used in this instrument include the
heirs, executors or administrators, suctessors, representa-
tives, receivers, and assigns of those parties. This instrument
is binding upon Mortgagor, Morlgagor’s cuccesscrs anc assigns,
as well as upon any person, firm or corporaticn hereafter
acquiring title to any of the Collateral oy, through or under
Mortgagor and will inure to the benefit of Holder and its
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 APPLICABLE FEDERAL
LAW (INCLUDING, WITHOUT LIMITATION, 12 U.S.C. 85).
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6.9 Notice. All notices required or permitted to be given
by Mortgager or Holder shall be given in writing and may be
effected by personal delivery or by placing the same in the U.
S. Mail, registered or certified, return receipt requested,
postage prepaid and addressed as follows:

Mortgagor: WALTER OIL & GAS CORPORATION
1¢21 Main Street
Suite 2200
Houston, Texas 77002

Holder: CITIBANK, N.A.
399 Perk Avenue
New York, New York 10043

With a copy to: CITICORP NORTH AMERICA, INC.
2100 Citicorp Center
1200 Smith Street
Houston, Texas 77002
Attn: Ms. Anne Marie Drummond

Unless otherwise provided herein, all notices shall be deemed
given (i) upon “receipt if hand delivered or (ii) if sent by
rail, on the date deposited in the mail.

6.10 Waiver of Notary’s Certificates. The parties hereto
expressly waive the production of mortgage, conveyance or tax
certificates and hereby relieve and release me, said Notary, and
agree to hold me harmless from and by reason of the nonpro-
duction and nonannexation thereof to this instrument.

6.11 Bubrogation. This instrument is made with full
substitution and subrogation of Holder, its successors and as-
signs, in and to all covenants, warranties and representations
by others heretofore given or made with respect to title in and
to the Collateral or any part thereof whether recorded or
unrecorded by contract or otherwise, to the extent that such
covenants, warranties and representations may be so subrogated
and to any liens or privileges covering any property or proper-
ties of Mortgagor sacuring the payment of any indebtedness whicn
is fully or partially discharged by funds made available to
Mortgagor and secured hereby, to the full extent that such
subrogation of liens and privileges is allowed under applicable
state law.

And now into these presents personally came and appeared
Ms. Anne Marje Drummond ("Iwntervenor") acting and appearing
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herein as Holder for and on behalf of any and all future Hclders
of the Note, who does hereby accept this Act of Collateral
Chattel Mortgage and Collateral Mcrtgage, Pledge and Assignment
and agrees to all terms and provisions hereof.

Thus done and sed in my office in Houston, Harris
County, Texas, this {2 day of &;fg&, 1391 in the presence
o. the undersigned competent witnesses who hereunto sign their

names with the Mortgagor, Intervenor and me, Notary, after due
reading of the whole.
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MORTGAGOR

Witnesses to all
signatures: Walter 0il & Gas Corporation

By: 7( ;"f/[ - =
C. Walter, III
/President

INTERVENOR

By: ﬁwu //7;@1% a’DA me

Anne Marie Drummond
Banker

B TSRS IS SSRGS Sy Notary Public in and for
The State of _ 7£XAS

R oo

; /\z/' g\‘r SUSIE F. SMITH -

/| \: }' Notary Public, State of Texas Name: _M
¥ \'Ct My Commrmsicn Expirer 6/1/94 My Comm.ssion Explres 2

(Signature Page to Act of Collateral Chattel Mortgage
and Collatera’ Mortgage, Pledge and Assignment)

GHM/16951/2012
08460320.DOC
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EXHIBIT 'A%

PREAMELE
LOUISIANA

This Exhibit "A" sets ‘orth: the description of the 0il and
Gas Properties covered by the Act o Collateral) Chattel Mortgage
and Collater~1l Mortgage, Pledge and Assignme: * to which this
Exhibit "a" s attached. Capitalized terms used in this
Preamble and not otherwise defined herein shall have the
meanings ascribed thereto in the Mortgage.

L This Exhibit "A" consists of descriptions of the oil.
gas and mineral leases, overriding royalties and other interests
covering lands located within the State of Louisiana or federal
lands located on the Outer Continental Shelf and offshore of the

=ate of Louisiana. The heading for each lease or group of
leases includes Mortgaaor’s internal prospec% name.

2 Exhibit "A" includes one or more pages with the

* lowing subheadir . *
Leases: The description of the lease or leases in which
Mortgagor ~wns an uterest covered by this

Exhil t. Where applicable, the original lessor
and lessee, Federal Lease Number, the date of
t'ie lease, the lands covered by the lease and
other descriptive information relating to the
lease is set I~rth.

Limitations: The information aext to this subheading describes
the areas under =ach lease in which Mortgagor
owns an interes!. Such description shall include
all of Mortgagor’s r.3ht, title and interest in
the o0il, gas and mineral 1leases and other
interrsts listed in this Exhibit and not any
intei~ : in excess therecf. If "none" -npears,
th re a.se no limitations on Mortgagor’. . terest
in the areas or Zd=2pths under the lease.

Contract List: Exhibit "A" may include one or more pijes with
the heading "Concract List" which list certain
agreements that affect Mortgagor’s interest in
the o0il, gas ané mwineral leases and other
interests, and Mortoajor’s interest in the wells
or units described or referred to in the Exhibit,
which o0il, gas and mineral leases and other




Ownership
Interests:

interests and wells or units are located in the
prospect identified in the heading of the page
of the Exhibit, to the extent such agreements are
in force and effect. The reference *~ such

agreements shall not constitute a rati ition
or other recognition of the validit, o1 ffec-
tiveness of such agreements or ctherw.se 7ive

same. Such contracts are referred to by the type
of agreement and affects Mortgagor’s interesc in
oil, gas and mineral leases and other interests.

so shown is the date or the effective date of
Line agreement and amendments thereto, and the
parties to the agreement.

Exhibit "A" includes Mortgagor’s Working Interest
and the Mortgagor’s Net Revenue Interest
(identified as Mortgagor’s Interest) for certain
wells, units or areas covered by a lease. The
wells or units are 1located in the prospect
identified in the heading of the exhibit, and the
prospect is located in the parish of the State
of Louisiana referred to in the description or
on federal lands located on the Outer Continental
Shelf and offshore of the State of Louisiana.
The wells or units in the particular prospect are
located upon the lands covered by the oil, gas
and mineral leases, overriding royalties or other
interests described in the exhibit that relates
to that pruspect or lands pooled therewith. The
descriptions include the followir

Well or

Unit Name: The particular well or unit
located within the prospect
identified in the heading.

Working

Interest: Mortgagor’s Working Interest.

Net Revenue
Interest: Mortgagor’s Net Revenue Interest.

The Working Interests and Net Revenue Interests
are computed and set out herein after taking into
account all of the terms, provisions and condi-




tions of the agreements and other instruments
listed on the "Contract List".

The Mortgagor’s Net Revenue Interest weans (i)
with respect to a unit for which the Mortgagor’s
Net Revenue Interest is stated, that interest in
the applicable o0il or gas production produced,
saved and sold from such unitized, pooled,
communitized or participating areas with respect
to the existing interval in which the well or
wells located on such unit are completed, which
is owned by the Mortgagor ° virtue of its
ownership of the Mortgagor’s ! .king Interest in
the leases included in whole or in part in such
area after deducting all burdens against the
production therefrom, and (ii) with respect to
a well for which the Mortgagor’s Net Revenue
Interest is stated, that interest in the existing
interval in which such well is completed for
production after deducting all burdens against
the production therefrom which is owned by the
Mortgagor by virtue of its ownership of the
Mortgagor’s Working Interest in the lease on
which such well is located.

"Before Payout" and "After Payout" refer to the
Mortgagor’s Working Interest and the Mortgagor’s
Net Revenue Interest "before payout" and "after
payout" as defined in the applicable joint
operating agreement or other instrument affecting
the well or unit as denoted in the Exhibit.
Mortgagor’s interest may decrease or increase as
a result of a reversionary interest, an operation
wherein Mortgagor has paid costs attributable to
the interest of a non-consenting party or a con-
senting party has paid costs attributable to the
interest of Mortgagor as a non-consenting party,
and the ceonsenting party is entitled to recover
a percentage of its cost or other circumstance
which triggers an increase or decrease in such
interest. Mortgagor makes no undertaking
concerning the terms and conditions of the
reversicn or the status of payout, the costs that
may be racovered, whether or when such recovery
has occurred or will occur, or, in the case of
an electior.,, what election will be made. If more
than one reversionary interest, non-consent




operation or other circumstance affects a well
or unit, "After Payout" refers to the occurrence
of the reversion of the last of the reversionary
interest, recoupment or such other circumstance.

Exhibit "A" also identifies the "“Third Party
Interests" that are not subject to the lien and
security interest of this Mortgage. These
interests may or may not be held of record in
the name of the entities set forth in
Exhibit "A". They are set forth herein solely
for the purpose of identifying those interests
that are not subject to the Mortgage and nothing
herein shall constitute a representation,
warranty, acknowledgement or affirmation that
such individual interests are correct. 1In the
event Mortgagor should at any time hereafter
acquire all or any portion of the "Third Party
. terests" whether by assignment, through any
non-consent provision, or by any other means, the
acquired interest shall thereafter be automati-
cally subject to the lien of this Mortgage.



EUGENE ISLAND BLOCK 78

Lease:

0i1 and Gas Lease of Submerged Lands bearing Serial No.
0CS-G 11940 dated effective May 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.

Limitations: None

Contract List:

(a)
(b)

(c)

(d)

(e)

(f)

(9)

(h)

The Lease.

Participation Agreement dated February 11, 199!, among Cockrell 0il
Corporation, Cockrell Resources, Inc., Ernest H. Cockrell, Carol C.
Curran and Walter 0il1 & Gas Corporation.

Operating Agreement dated February 11, 1991, between Cockrell 0il
Corporation, as Operator, and Ernest H. Cockrell, Carol C. Curran,

Walter 0il & Gas Corporation and Samedan 0il Corporation, as Non-
Operators.

Eight (8) Assignments of Overriding Royalty all dated February 8, 1931,
from Cockrell Resources, Inc. to eight certain employees of Cockrell 0il
Corporation (namely W. Fred Deusinger, Ben 7. Faulk, Clifford S. Foss,
Jr., Daniel F. Gayle, Milton T. Graves, Feldor H. Hollenshead, Charles
W. Hubbard, and Robert W. Kelsey) assigning overriding royalties
totaling 2.125% of "Assignor’s Net Revenue Interest”.

Assignment dated effective February 11, 1991, between Cockrell
Resources., Inc., as Assignor, and Ernest H. Cockrell, Carol C. Curran,
Walter 0il & Gas Corporation and Samedan Oil Corporation, as As-ignees.

Assignment of Overriding R, .lty Interest dated effective February 12,
1991, from Walter 0il & Gas Corporation, as Assignor, in favor of David
A. Pustka, Rodney L. Cottrell, James H. Dick, Kurt G. Sommer, and Walter
0i1 & Gas Corporation, as Assignees, being the conveyance of the "Walter
Employees Override" as provided for under documents h, i, j and k below.

Assignment dated effective February 13, 1991, between Walter 0i1 & Gas
Corporation, as Assignor, and British-Borneo Exploration, Inc., Columbus
Mills, Inc., J. F. Howell, and Walter Energy Corporation, as Assignees.

Only as to the parties named in this subparagraph, that certain 1990-91
Program Agreement dated as of August 1, 1990 between Walter 0il & Gas

Corporation, as Program Manager, and Columbus Mills, Inc., as
Participant.




EUGENE ISLAND BLOCK 78

(i)

(J)

(k)

m

(m)

Only as to the parties named in this subparagraph, that certain 1991
Program Agreement dated as of January 1, 1991 between Walter 0il & Gas

Corporation, as Program Manager, and British-Bornev Exploration, Inc.,
as Participant.

Only as to the parties named in this subparagraph, that certain 1991
Program Agreement dated as of January 1, 1991 between Walter 0il & Gas
Corporation, as Program Manager, and J. F. Howell, as Participant.

Only as to the parties named in this subparagraph, that certain 1991
Program Agreement daizd @ f January 1, 1997 between Walter 0il1 & Gas

Corporatien, as Pr- a2 wnoger, ond Walter Energy Corporation, as
Participant.

That certais Covalaps Agreement dated as of January 1, 1991, between
Walter 777 ® ~“p.  -ion and Walter Energy Corporation.
As to the ;s named in this subparagraph, the Conveyance of

Overr'1ing Royeity Interest dated effective February 14, 1991, from

Wali~r Eccvgy Corporation, as Assignor, in favor of Leeway & Cc., et
al., as Assianees.




EUGENE ISLAND BLOCK 78

Ownership Interest:

Working Revenue

_Interest Interest
MORTGAGED INTEREST:
Walter 0il & Gas Corporation (1) 5.03665% 4.05765%
THIRD PARTY INTERESTS:
Walter Energy Corporation (Exp.) 11.30022 9.10374
Walter Eneryy Corporation (Dev.) (1) 1.24125 0.99998
J. F. Howell 1.50670 1.21384
Columbus Mills, Inc. B8.37054 6.74352
B tish-Borneo Exploration, Inc. 10.04464 8.09221
Ernest H. Cockrell 18.75000 15.29297
Carol C. Curran 18.75000 15.29297
Samedan 0il Corporation 25.00000 20.39062
David A. Pustka -0- 0.10500
Rodney L. Cottrell -0- 0.10500
James H. Dick - -0- 0.10500
Kurt G. Sommer -0- 0.04800
WOGC ORR Pool -0- 0.01200
Cockrell Staff ORR (2) -0- 1.77083
United States ¢f America -0- 16.66667

100.00000% 100.00000%

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

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




CERTIFICATE OF CORPORATE RESOLUTIONS

The undersigned, Assistant Secretary of WALTER OIL & GAS
CORPORATION, a Texas corporation ("Company"), does hereby
certify to CITIBANK, N.A. ("Bank") as follows:

1. The following is a true and correct copy of the
resolutions duly adopted by the Board of Directors of the
Company, and such resolutions have not ™een altered,
amended, rescinded or repealed and are now in full force
and effect:

WHEREAS, the Company did on December 12, 1988,
execute and deliver to Citibank, N.A. ("Bank") that
certain Collateral Mortgage and Collateral Chattel
Mortgage Note, in bearer form, in the principal sum
of $18,000,000.00 ("Collateral Mortgage Note"), which
Collateral Mortgage Note was pledged as collateral to
secure certain indebtedness of the Company to the Bank
pursuant to a Collateral Pl-dge Agreement dated
December 12, 1988, as amended by (i) a First Amended,
Restated, Modified and Reaffirmed Collateral Pledge
Agreement dated April 12, 1990, (ii) a Second Amended,
Restated, Modified and Reaffirmed Collateral Pledge
Agreement dated effective as of July 20, 1990, and
(iii) a Third Amended, Restated, Modified and Re-
affiimc? Collateral Pledge Agreement dated effective
as of June 24, 1991 (as amended, the "Pledge Agree-
ment"), and which Collateral Mortgage Note was and is
secured by one or more Acts of Collateral Chattel
Mortgage and Collateral Mcrtgage, Pledge and Assica-
ment (collectively, tne "Mortgage") covering certain
properties owned by the Company as described therein
and was paraphed "Ne Varietur" for identification with
each Mortgage;

WHEREAS, the Company wishes to mortgage ad-
diticnal properties owned by the Company to secure
the Collateral Mortgage Note;

NOW THEREFORE, the Board of Directors of the
Company does hereby ratify and affirm the execution
and delivery of the Collateral Mortgage Note to the
Bank as security for the payment of all indebtedness
owed by the Company to the Bank, including specifical-
ly, but not by way of 1limitation, that certain
Promissory Note datecd December 12, 1988, payable to
the order of Bank, executed by the Company in the



original principal amount of $9,000,000.00 and any
note given in substitution, replacement, amendment,
renewal or extension 1hereof including, but not
limited to, (v) that certain Promissory Note dated
April 12, 1990 in the original principal amount of
$10,150,000.00, (w) that certain Promissory Note dated
as of April 12, 1990, in the origiral principal amount
of $13,200,000.00, (x) that certain Promissory Note
dated as of September 1, 1990, in the original
principal amount of $13,200,000.00, (y) that certain
Promissory Note dated as of June 24, 1991, in the
original principal amount of $15,000,000.00, and (z)
that certain Promissory Note dated as of September 1,
1991, in the original principal amount of $15,000,000
(the "Note"), each executed by the Companv payable to
the order of the Bank, and does hereby ratify and
reaffirm all liens and other collateral heretofore
given as security for the payment of the Collateral
Mortgage |HNote, including specifically, without
liitation, the Mortgage; arnd

RESOLVED, that the Board of Directors of the
Company does hereby authorize the Company to execute
and deliver to the Bank (i) the Note, (ii) an Act of
Collateral Chattel Mortgage and Collateral Mortgage,
Pledge and Assignment ("New Mortgage") covering
certain additional properties owned by the Company
as described therein, (iii) a Fourth Amendment to
Louisiana Security Agreement, Assignment of Production
and Financing Statement ("Sacurity Agreement")
covering certain property and property riglts as
described therein, and (iv) a Fourth Amended, Re-
stated, Modified and Reaffirmed Collateral Pledge
Agreement ("Pledge Agreement"), all in substantially
the forms presented to this meeting, with such changes
therein as the person executint the same shall
approve, such approval to be con..usively evidenced
by his execution thereof; and further

RESOLVED, that each officer of the Company is
hereby authorized to execute and deliver on behalf of
the Company, in such forms as the Bank may require any
and all other agreements, instruments and documents
whicn may be requested or required by the Bank to take
any and all other action relating to or in connection




with the Collater~1 ¥ -tgage Note, Note, Mortgage, New
Mortgage, Pledge ..greement or Security Agreement; and
further

RESOLVED, that any and all documents, instru-
ments and agreements executed by an officer of the
Company pursuant to these resolutions may contain
such terms and conditions as the person executing the
same shall approve, including conressions of judgment,
pacts de non alienando, waivers of appraisement., and
waivers of notice and delay, such approval to be
conclusively evidenced by his execution thereoi; and
further

RESOLVED, that the signature of any officer of
the Company on any 2greement, instrument or document
is sufficient to bind the Company, anu no other signa-
ture shall be required; and further

RESOLVED, that the Bank may rely on these resolutions
and these resolutions shall remain in full force and effect
until such time as notice to the contrary is duly delivered
to the Bank and receipted fcr- in writing by a Vice Presi-
dent of the Bank.

2. The person who, as an officer of the Company, ex-
ecuted the Collateral Mortgage Noce, Note, Mortgage, New
Mortgage, Pledge Agreement and Security Agreement that arve
referred to in such resolutions was at the time of such
signing and delivery, and is now duly elected, qualified
and acting as such officer and the signature appearing on
such Collateral Mortgage Note, Note, Mortgage, New
Mortgage, Pledge Agreement and Security Agreement is the
genuine signature of such officer.

3. The Collateral Mortgage Note, Note, Pledge Agreement,
New Mortgage, Mortgage, and Security Agreement actually
executed by the Company and delivered to the Bank are in
substantially the forms of the documents submitted to and
approved by the Board of Directors of the Company pursuant
to such resolitions.




IN WITNESS HEREOF, I have hereunto signed my name and set
f

the seal of the Company this /Qkib of M #o Ay , 1991.

~
¢ 3
= s N St S
By: (frrein, /ié 'Q/'J;/“\.W rr A7 -
Emily W. Herrmann
Assistant Secretat,

Corporatz Seal

(Signature Page to Certificate of Corporate Resoluticns)




NOTARIAL CERTIFICATION

I certify that a copy of these resolutions, certified by
the Assistan“ <ecretary of Walter 0il & Gas Corporation is
attached to .1 Act of Collateral Chattel Mortgage and Collateral
Mortgage Ple .2 and Assignment, executed by said corporation
before me, Nc.ay this 28 day of _{ic7ebee , 1991.

‘ /’{14_;__ 77 ‘4%4%

Notary Public

For the State of EAHS
My commission expires: e

SUSIE F. SHUTH
Moty Putlc Sutw ! lenrs
My Commeson E3gves 621/ 04 ?

GHM/16951/2012
08460320.p0C




“ WALTER OIL & GAS CORPORATION

October 28, 1991

RECEIVED
United States Department of the I'terior — e
Minerals Management Service 0CT = - 193]
Attention: Mrs. La Nelle Boehm
Adjudication Unit, LE-3-1 Minerals Management Service
1201 Elmwood Park Boulevard ;&asing & Environment

New Orleans, Louisiana 70123-2324

RE: Federal Lease No. OC5-G 119af
Block 78, Eugene Island Ave-
Federal Offshore LouiZiana

Ladies and Gentlemen:

Enclosed you will find an executed copy of the following decc :.ed Assignme
of Overriding Royalty Interest affecting the captioned 12ase + - filing:

Assignment cof Overriding Royalty Interest dated effec. ve Februirv
12, 1991, executed on behalf of Walter Qi1 & Gas Crrporiftion, s
Assignor, in favor of David A. Pustka, Rodney L. Cottrell, James H.
Dick, Kurt G. Sommer, and Walter 0i1 & Gas Corporation, ds
Assignees, affecting Federal Lease 0CS-G 11940, Block 78, Eugene
Island Area, Federal Offshore Louisiana.

We are enclosing our check in the amount of $25.00 to cover the filing fee for
the above assignment.

We request that the above Assignment of Overriding Royalty Interest be placed
in the file affecting the captioned iease, and that rou evidence such filing
by date stamping and returning the enclcsed copy of this assignment.

Uety truly Jyours,

S ~

Ron A. Wilson
RAW:hf

Enclosures

240 The Main Building, 1212 Main Street, Houston, Texas 77002 (713) 659-1221




RECEIVED
ASSIGNMENT OF OVERRIDING ROYALTY INTEREST

0CT 9 - 1991
BLOCK 78 (
EUGENE ISLAND AREA { Minerals Maragement Service
FEDERAL OFFSHORE LOUISIANA 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 title interest in and to the following identified lease:

0i1 and Gas Lease of Submerged Lands bearing Serial No. OCS-G 11940

dated effective May 1, 1990, between the United States of America,

as Lessor, and Cockrell Resources, Inc., as Lessee, covering all of

Block 78, Eugene Island Area, 0CS Official Map, Louisiana Map No.

4, containing 5,000 acres.

The above-described oil 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 ($10.00) and other good and
valuabie 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 all oil, 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:

David A. Pustka 28.00%
5916 Annapolis
Houston, Texas 77005

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

Jamcs H. Dick 28.00%
19823 Gul fwind Court
Houston, Texas 77094

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

Ualter 0il & Gas Corporation 3.20%
fhe Main Building
¢ Main Street
t..ston Texas 77002



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 title to said overriding royalty interests unto Assignee
against all claims arising by, throuch and under Assignor, but not othrrwise.
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

#ell as the following terms and provisions, to-wit:

|

Fuel o0il and cas for cperating the premises, and for treating and
kanciing the products therefrom (and the proportionate part of fuel 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. A1l 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 oil, gas and other
minerals in and under the lands described therzin less than the full and
undivided mineral fee interest in said iand, 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

full and undivided mineral fee interest in such land.

2

The conveyance of the foregoing overriding royalties on oil, gas and
other minerals shall never be deemed as imposing any ohligation upon Assignor,
or its successers or assigns, t~ conduct any drilling operations whatsoever
upon the property above descr...d, 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 eff -t by payment of
delay rentals, drilling operations or otherwise, but all operations, if any,
on said premises and the extent and duration thereof, as well as the
preservation of the leasehoid estates by rental payments or otherwise, shall
be solely at the will of Assijaor and the overriding royalties hereby conveyed
shall be paid only if and when there is any production of oil or gas from the

above described lease in accordance with the terms hereof.



3

Assignor shall have the right and power to combine, pool or unitize the
acreage covered by the Lease, or any portion thereof, and the leasehold estate
and overriding royalty ownersnip therein, including the overriding royalty
conveyed hereby, with other lasd, lease or Tleases, mineral and/or royalty
estates in the vicinity thereof when and as often as in Assigror’s judgment it
is necessary or advisable to do so in order to properly explore, develop and
operate said premises to facilitate the orderly development of such interests
or to comply with the requirements of any law or governmental order or
regulation relating to the spacing of wells for proration of the production
therefrom. For purposes of computing the overriding royalty interest conveyed
hereby, there shall be allocated to the said overriding royalty included in
such unit a pro rata portion of the 0il, gas and other minerals produced from
the pooi:d unit on the same basis that production from the pool or unit is
allocated to the Lease. It is agreed that Assignee shall receive and will
accept on production from a unit so poo'ed or unitized only such proportion of
the overriding royalties hereinabove specified as is allocated to the lease as
to which this overriding royalty applies. The interest in a..; such pool or
unit attributable to the overriding royalty interest included therein shall be
subjected to said overriding royalty interest in the same manner and with the
same effect as if s. h pool or unit and the interest of Assignor therein were
specifically described in this conveyance. It is understocd and agreed that
no formal poaling or deciaration need be filed with respect to any such pool
or unit but only that the Lease(s) be subjected to a pool, unit or other

cooperative agreement for the development of a common reservoir.

The value of o0il 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¢r 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 shall Assignee ever have any rights, except those expressly
conferred herein or otherwise arising under applica!’ law, which are
conferred upon the Government, as Lesser under the L including but .
limited to the right of the Government to take gas or gaseous hydrocarbons
from the Lease in kind.

5:

In the event it is deterniied that the price for the sale of oil, gas
or other hydrocarbons and upon which payments have been made hereunder, is in
excess of that allowed by rule, order, statute, regulation or other
governmental or regulatory determination, Assignee agrees that Assignor shall
be allowed to recover, out of the overriding royalties payable hereunder, such
a...unts as may have been overpaid to Assignee hereunder; provided, however,
that prior to commencing any such recoupment, Assignor shall provide As:igr e
with notice of its inlen! to institute such recoupment with the details,
reasons and amounts elatina thereto; and provided further that such
recoupment may never be made out of more than fifty percent (50%) of the
arount payable to Ass.gnee during eny month or othe applicable accounting
period. Such recoupment shall not prejudice the right of Assignee to
institute, nor be a bar to Assignee’s instituting, any action to contest or
dispute the 1iability of A:ssignes for any a'leged overpayment of overriding
r:yaliies hereunder.

5.

It is hereby stipulated that the overriding royalties assigned
hereunder to Walter 0il & Gas Corporation as Assignee shall remain separate
and distinct from, and shall not merge with, any other leasehold interest,
whether record title, operating rights or otherwise, now or hereafter owned by
Waltier 0il & Gas Corporation.

Ts

The precvisions hereof shall inur. to the benefit of and be binding upon
the parties hereto and their respective heirs, successors or assigns: however,
no change or division 1in the ownership of said overriding royalty interest
shall be binding on Assignor until thirty (30) days after Assignor shall have
been furnished with a certified copy or copies of the recorded instrument or

instruments evidencing such change in ownership.



IN 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, 1391.

WITN WALTER OIL & GAS CORPORATION
P
A 7
& by: (. wolly 5
J.gpﬂ Walter, III
Prgsident

STATE OF TEXAS {
(
COUNTY OF HARRIS ({

On this 15th day of October, 1991 before me personally appeared
J. C. Walter, III to me personally known, who being by me duly sworn, did say
that he is the President of Walter 0il & 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. - ,
= ‘ ,l&{/

Helén Fowler
Notary Public in and for the
State of Texas

My Commission Ex es 9/30/92.

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



