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R E C E I V E D 

MAR 1 i! 1989 

Mlneraio Management Servica 
CONVEYANCE OF OVERRIDING ROYALTY INTEREST Leasing & Environment 

UNITED STATES OF AMERICA § 
§ KNOW ALL MEN BY THESE PRESENTS: 

FEDERAL OFFSHCRE WATERS § 

That Corpus C h r i s t i Hydrocarbons Company, a Delaware 
c o m o r a t i o n , f o r and i n c o n s i d e r a t i o n r t t he sum o f One Hundred 
D o l l a r s ($100.00) and o the r good and v a l u a b l e c o n s i d e r a t i o n to i t 
p a i d by the R o y a l t y Owners named on Schedule A h e r e t o , the 
r e c e i p t and s u f f i c i e n c y o f which a re hereby acknowledged, has 
ba rga ined , s o l d , g r a n t e d , conveyed, t r a n s f e r r e d , ass igned , se t 
o v e r and d e l i v e r e d , and by these p r e s e n t s does hereby b a r g a i n , 
s e l l , g r a n t , convey , t r a n s f e r , a s s i g n , s e t over and d e l i v e r unto 
each Royal ty Owner, i n d i v i d u a l l y and no t as a j o i n t t e n a n t o r 
t e n a n t s i n common, an o v e r r i d i n g r o y a l t y i n t e r e s t ( " O v e r r i d i n g 
R o y a l t y I n t e r e s t " ) i n and t o the S u b j e c t M i n e r a l s i f , as and when 
produced and saved f r o m the S u b j e c t i n t e r e s t s payable s o l e l y c u t 
o f Gross Proceeds f r o m the Sale o f S u b j e c t M i n e r a l s i n an amount 
e q u a l t o each R o y a l t y Owner's percentage share o f 90% o f the Net 
Proceeds a t t r i b u t a b l e t o the S u b j e c t I n t e r e s t s (which t e rm i s 
s u b j e c t to r e d u c t i o n as desc r ibed i n t h e d e f i n i t i o n t h e r e o f ) as a 
g r o u p , as such percentage snare i s s e t f o r t h on Schedule A 
h e r e t o . 

To Have And To Hold the O v e r r i d i n g Roya l t y I n t e r e s t , 
t o g e t h e r w i t h a l l and s i n g u l a r t he r i g h t s and appurtenances 
t h e r e t o i n anywise be long ing un to the R o y a l t y Owners, t h e i r 
successors and a s s i g n s , s u b j e c t , however, t o the Purchase 
Agreement and the o t h e r terms and : r e v i s i o n s of t h i s Conveyance; 
and Subjec t I n t e r e s t Owner does by these presen ts b i n d and o b l i ­
ga t e i t s e l f , i t s successors and a s s i g n s , t o WARRANT and FOREVER 
de fend a l l and s i n g u l a r the O v e r r i d i n g R o y a l t y I n t e r e s t un to s a i d 
R o y a l t y Owners, t h e i r successors and a s s igns , a g a i n s t eve ry 
person whomsoever l a w f u l l y c l a i m i n g the same or any p a r t t h e r e o f 
b y , th rough o r under Sub jec t I n t e r e s t Owner bu t no t o t h e r w i s e and 
w i t h f u l l t r a n s f e r and s u b r o g a t i o n o f a l l r i g h t s and a c t i o n s 
a g a i n s t a l l f o r m e r owners o f a l l o r any p a r t o f t he S u b j e c t 
I n t e r e s t s o r any i n t e r e s t t h e r e i n . 

Th i s .issignment was prepared by: 
Michael L. F i t z g e r a l d 
Brown & Wood 
One World Trade Center 
New York, New York 1004 3 

Recording Requested by and 
When Recorded Return to: 

Mail Tax Statements to: 

Corpus C h r i s t i Hydrocaioons 
Company 
P.O. Box 2928 
600 Leopard Street, Suite 1400 
Corpus C h r i s t i , Texas 73403 



AP ICLE I 

A d d i t i o n a l D e f i n i t i o n s 

C a p i t a l i z e d t e r m s no t o t h e r w i s e d e f i n e d h e r e i n have the 
mean ing a s c r i b e d t o them i n the Purchase Agreement. As h e r e i r 
u s e d the f o l l o w i n g words , terms o r phrases have the f o l l o w i n g 
m e a n i n g s : 

SECTION 1 . 0 1 . "Abandonment Cos t s " s h a l l mean ( i ) t he cc s t s 
o f p l u g g i n g and abandoning the w e l l s and d i s m a n t l i n g and s a l v a g i n g 
t h e p l a t f o r m s , p i p e l i n e s and o t h e r f a c i l i t i e s and s t : t u r e s cn 
t h e S u b j e c t I n t e r e s t s o r lands pooled t h e r e w i t h and ner c c s t s 
a s s o c i a t e d w i t h r e s t o r a t i o n of the S u b j e c t I n t e r e s t s and ( i i ) the 
c o s t s o f abandoning, d i s m a n t l i n g and s a l v a g i n g o f t he F.l Gordo 
P i p e l i n e and the Matagorda P i p e l i n e ( d e f i n e d below) and the c o s t s 
a s s o c i a t e d v / i t h r e s t o r a t i o n o f the l ands i n which such p i p e l i n e s 
a r e l o c a t e d , i n each case i n accordance w i t h a p p l i c a b l e l aw , 
r u l e s , r e g u l a t i o n s , agreement^ and o t h e r l e g a l r e q u i r e m e n t s (and, 
i f a p p l i c a b l e , t h e r u l e s and r e g u l a t i o n s o f t he M i n e r a l s Manage­
ment Se rv i ce o f t h e U . S . Department o f t h e I n t e r i o r ) , ne t o f 
e s t i m a t e d salvage v a l u e o f any s a l v a g e a b l e equipment o r p e r s o n a l t y 
o n t h e Sub jec t I n t e r e s t s or a s s o c i a t e d w i t h t he E l Gordo P i p e l m e 
o r t h e Matagorda P i p e l i n e . 

SECTION 1.02. " A c q u i s i t i o n Cost" s h a l l have the same - e a r ­
i n g as i s a s c r i b e d t o such term i n t h e Purchase Agreement. 

SECTION 1.03. " A f f i l i a t e " means when used w i t h r e f e r e n c e t o 
a s p e c i f i e d Person ( i ) any Person t h a t d i r e c t l y c r i n d i r e c t l y 
t h r o u g h one or more i n t e r m e d i a r i e s c o n t r o l s o r i s c o n t r o l l e d by 
o r i s under common c o n t r o l w i t h t he s p e c i f i e d Person, ( i i ) any 
P e r s o n t h a t i s an o f f i c e r , genera l p a r t n e r o r t r u s t e e o f , o r 
s e r v e s i n a s i m i l a r c a p a c i t y w i t h r e s p e c t t o , the s p e c i f i e d Per­
son o r o f which t h e s p e c i f i e d Person i s an o f f i c e r , g e n e r a l p a r t ­
n e r o r t r u s t e e , o r w i t h r espec t t o w h i c h t h e s p e c i f i e d Perron 
s e r v e s i n a s i m i l a r c a p a c i t y , ( i i i ) any Person t h a t , d i r e c t l y or 
i n d i r e c t l y , i s t h e b e n e f i c i a l owner o f 10% or more o f any c l a s s 
o f e q u i t y s e c u r i t i e s o f t he s p e c i f i e d Person or o f wh ich the 
s p e c i f i e d Person i s d i r e c t l y o r i n d i r e c t l y the owner o f 10% or 
more o f any c l a s s o f e q u i t y s e c u r i t i e s , ( i v ) any member o f t he 
imme d ia t e f a m i l y o f t h e s p e c i f i e d Person o r h i s o r her spouse, 
and (v) i f the s p e c i f i e d Person i s an o f f i c e r , d i r e c t o r o r p a r t ­
n e r , any company o r o t h e r e n t i t y f o r w h i c h such Person a c t s i n 
s u c h c a p a c i t y ; p r o v i d e d , however, t h a t Salomon B r o t h e r s I n c , The 
N o r t h w e s t e _ n M u t u a l L i f e Insurance Company, CCNW, L t d . , a Texas 
l i m i t e d p a r t n e r s h i p , PB-SB Inves tmen t s , I n c . , and PB-SB 
I n v e s t m e n t s P a r t n e r s h i p I I , a New York g e n e r a l p a r t n e r r h i p , s h a l l 
n o t be deemed A f f i l i a t e s of Sub jec t I n t e r e s t Owner 
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SECTION 1.04. "Agent s h a l l have the same meaning as i s 
ascribed to such term Ln the Purchase Agreement. 

SECTION 1.05. "Bv. .»*».ss Day" lueans a day on which none of 
th e banks to or f-om which a payment authorised hereunder may be 
made are closed m> authorized or r e q u i r r d by law. 

SECTION 1.06. "Closing Pate" s u a l l mean the date and time 
s e t f o r t h i n the l a s t grammatical paragraph hereto. 

SECTION 1.07. "Conveyance" means t h i s Conveyance of 
Over r i d i n g Royalty I n t e r e s t . 

SECTION 1.08. "Development Well" means a well d r i l l e d to a 
known producing formation, including o f f s e t wells, but not 
i n c l u d i n g wildcat or exploratory wells or operations, whether or 
not conducted i n or from an e x i s t i n g wellbore, or a well d r i l l e d 
t o otherwise develop proven undeveloped reserves. 

SECTION 1.09. "E f f e c t i v e Date" s h a l l mean the Closing Date. 

SECTION 1.10. "Excess Production Costs" at any point i n 
ti m e means an amount equal to the excess of Production Costs over 
Gross Proceeds f o r the period ending w i t h such point and begin­
n i n g w i t h the end of the most recent month in which there were 
Net Proceeds. 

SECTION 1.11. "Gross Proceeds" means the amounts received, 
on the cash method of accounting, by Subject I n t e r e s t Owner, 
w i t h o u t d u p l i c a t i o n , from the sale or other d i s p o s i t i o n of 
Subject Minerals, subject to the f o l l o w i n g : 

(a) I f any Subject Minerals are Processed before the 
sale thereof, the amount of the Gross Proceeds f o r such 
Subject Minerals s h a l l be the Wellhead Value thereof. 

(b) There s h a l l be included any amount which Subject 
In t e r e s t Owner s h a l l receive as a r e s u l t of net p r o f i t s 
i n t e r e s t s , o v e r r i d i n g and other r o y a l t y i n t e r e s t s owned by 
Subject I n t e r e s t Owner and included as part of the Subject 
Inter e s t s . 

(c) There s h a l l be excluded any amount f o r Subject 
Minerals a t t r i b u t a b l e to nonconsent operations conducted 
w i t h respect t o the Subject I n t e r e s t s (or any p o r t i o n there­
of) as to which the Subject I n t e r e s t Owner s h a l l be a non-
consenting p a r t y and which i s dedicated to the recoupment or 
reimbursement of costs and expenses of the consenting party 
or parties by the terms of the relevant operating agreement, 
u n i t agreement, contract f o r development or other agreement 
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providing f o r ruch nonconsent operations, provided Subject 
Interest Owner's el e c t i o n not to p a r t i c i p a t e i n such opera­
tions i s made i n conformity w i t h the provisions of Section 
5.01 of t h i s Conveyance. 

(d) I f a controversy or possible controversy exists 
(whether by reason of any s t a t u t e , order, decree, r u l e , 
regulation, c o n t r a c t or otherwise) between Subject Interest 
Owner and any purchaser from Subject Interes' Owner or any 
other t h i r d p a r t y as to the correct sales pnce or sales 
volumo of any Subject Minerals or as to the correct 
ownership of the Subject I n t e r e s t s , then 

( i ) amounts withheld by the purchaser or 
deposited by i t i n an i n t e r e s t bearing account wit** a 
commercial bank as escrow agent s h a l l not be considere:: 
to be received by Subject I n t e r e s t Owner and s h a l l not 
be c r e d i t e d t o the Net Proceeds account u n t i l a c t u a l l y 
collected by Subject I n t e r e s t Owner and the proceeds cf 
such account less the i n t e r e s t earned thereon s h a l l 
t h e r e a f t e r be d i s t r i b u t e d i n accordance with t h i s 
Conveyance and the i n t e r e s t earned thereon al l o c a b l e to 
the Royalty Owners sh a l l be paid d i r e c t l y t o the 
Royalty Owners by the escrow agent and such i n t e r e s t 
shall not be deemed to c o n s t i t u t e a portion of Gross 
Proceeds, but such i n t e r e s t s h a l l be taken i n t o account 
for purposes of determining the Recovery Time; 

( i i ) amounts received by Subject I n t e r e s t Owner 
and promptly deposited by i t i n an i n t e r e s t bearing 
account w i t h a commercial bank as escrow agent s h a l l 
not be considered to have been received by Subject 
Interest Owner and Ehall not be credited t o the Net 
Proceeds account u n t i l disbursed to Subject In t e r e s t 
Owner by such escrow agent and the proceeds of such 
account less the int e r e s t earned thereon s h a l l 
t h e r e a f t e r be d i s t r i b u t e d i n accordance with t h i s 
Conveyance and the i n t e r e s t earned thereon allocable to 
the Royalty Owners shall be paid d i r e c t l y t o the 
Royalty Owners by the escrow agent and such interest: 
shall not be deemed to c o n s t i t u t e a portion cf Gross 
Proceeds, but such i n t e r e s t s h a l l be taken i n t o account 
for purposes of determining the Recovery Time; and 

( i i i ) amounts received by Subject I n t e r e s t Owner 
a t t r i b u t a b l e t o the Subject I n t e r e s t s tha- are not 
suspended or not deposited i n an escrow account as 
herein before provided s h a l l be ci_.isidered t o be 
received f o r purposes of t h i s d e f i n i t i o n . 
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(e) There shall be excluded any amount for Subject 
Minerals unavoidably lost or used in the production therecf 
or used by Subject Interest Owner in conformity with prudent 
practices for d r i l l i n g , production and plant operations ( i n ­
cluding gas injection, compression, treating, transporting, 
secondary recovery, pressure maintenance, repressuring, 
recycling operations, plant fuel or shrinkage) ( i ) conducted 
for the purpose of producing Subject Minerals or making the 
Subject Minerals marketable or ( i i ) from any unit to which 
the Subject Interests are committed, but only so long as 
such Subject Minerals are so used. 

(f) There shall be included in Gross Proceeds amounts 
received by Subject Interest Owner from a purchaser of 
Subject Minerals as advance payments and payments pursuant 
to take-or-pay and similar provisions of Sales Contracts as 
and when paid to Subject Interest Owner. 

(g) During any period when Subject Interest Owner i s , 
for any Subject Interest, an Overproduced Party under any 
gas balancing arrangement (which phrase "gas balancing 
arrangement", as used in t h i s Conveyance, shall include any 
relationship in which gas balancing may be required by law 
or otherwise, whether or not there is a gas balancing 
agraemr nt) : 

( i ) when Subject Interest Owner is producing 
more than i t s pro tata share of gas, any amounts 
received by Subject Interest Owner which are 
attributable to i t s pro rata share shall be included in 
Gross Proceeds, but any amounts received by Subject 
Interest Owner which are attributable to the sale or 
other disposition of gas which is not attributable to 
Subject Interest Owner's pro rata share shall be 
excluded from Gross Proceeds and shall be held in an 
interest-bearing account with a commercial bank as 
independent escrow agent (the "Surplus Account"); 

( i l ) when Subject Interest Owner is producing 
less than i t s pro rata share of gas and the amount of 
i t s overproduction is thereby being reduced, any 
amounts received by Subject Interest Owner from the 
sale or other disposition of such gas shall be included 
in Gross Proceeds and, in addition, the amounts 
excluded from Gross Proceeds when the overproduction 
accrued and held in the Surplus Account shall be 
included in Gross Proceeds on a f i r s t - i n / f i r s t - o u t 
basis as the overproduction is reduced and shall 
thereby reduce the balance of the Surplus Account; 
provided that the escrow agent shall pay the interest 



which accrued on the amount by which the Surplus 
Account i t i so reduced while such amount was i n the 
Surplus Account to the Subject I n t e r e s t Owner, which 
i n t e r e s t , f o r the purposes of t h i s Conveyance, sh a l l 
not be deemed to c o n s t i t u t e a portion of Gross 
Proceeds; 

( i i i ) i f Subject I n t e r e s t Owner i s required to 
make settlement i n cash f o r any net overproduction, the 
amount so paid s h a l l be paid, to the extent possible, 
from funds a t t r i b u t a b l e t o such overproduction which 
have been excluded from Gross Proceeds and deposited in 
the Surplus Account; provided t h a t , upon release fror. 
the Surplus Account to the Subject I n t e r e s t Owner of 
funds t o make payment of any cash settlement, any 
i n t e r e s t accrued on such funds s h a l l be paid d i r e c t l y 
to the Subject I n t e r e s t Ownei hy the escrow agent to 
the extent that such funds are inadequate to s a t i s f y 
such cash settlement and the balance of such accrued 
i n t e r e s t s h a l l be paid d i r e c t l y t o the Subject Int • ->st 
Owner, which i n t e r e s t , f o r the purposes of t h i s 
Conveyance, sh a l l not be deemed to c o n s t i t u t e a portion 
o f Gross Proceeds; and 

( i v ) Funds that have been excluded from Gross 
Froceeds and helc i n the Surplus Account under 
applicable gas balancing arrangements but th a t are nc 
longer subject to recoupment, e i t h e r i n cash or in 
kind, s h a l l not be included i n Gross Proceeds and sh a l l 
be released to Subject I n t e r e s t Owner. 

(h) During any period when Subject I n t e r e s t Owner i s , 
for any Subject I n t e r e s t , an Underproduced Party under any 
gas balancing arrangement: 

( i ) when Subject I n t e r e s t Owner i s producing 
less than i t s pro rata sha-e of gas, only the actual 
amounts received by Subject I n t e r e s t Owner from the 
sale or other d i s p o s i t i o n of gas s h a l l be included in 
Gross Proceeds, and any amounts received by others f r c -
the sale or other d i s p o s i t i o n of gas th a t i s 
a t t r i b u t a b l e to Subject I n t e r e s t Owner's pro rata share 
s h a l l be excluded from Gross Proceeds; 

( i i ) when Subject I n t e r e s t Owner i s producing 
more than i t s pro rata share of gas and the amount of 
i t s underproduction i s thereby being reduced, there 
s h a l l be included i n Gross Proceeds the actual amounts 
received by Subject I n t e r e s t Owner from the sale or 
other d i s p o s i t i o n ot a l l such production; and 
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( i i i ) i f Sub j ec t I n t e r e s t Owner s h o u l d r e c e i v e 
s e t t l e m e n t i n cash f o r any n e t u n d e r p r o d u c t i o n , the 
amount r e c e i v e d i n such s e t t l e m e n t s h a l l be i n c l u d e d i n 
Gross Proceeds when such amount i s r e c e i v e d . 

( i ) I f a purchaser o f S u b j e c t M i n e r a l s r e t a i n s or 
w i t h h o l d s payment w i t h r e s p e c t t o t h e purchase o f t h e S u b j e c t 
M i n e r a l s p u r s u a n t t o the terms o f any p r c d u c t i o n payment 
agreement, l o a n agreeme-.t o r any s i m i l a r i n s t r u m e n t , the 
amounts o f such r e t a i n t i o r w i t h h e l d payments s h a l l not be 
i n c l u d e d as Gross Proceeds. 

SECTION 1 12 . "Leases" means t h e o i l , gas and m i n e r a l 
l e a s e s (or p o r t i o n s t h e r e o f or i n t e r e s t s t h e r e i n ) d e s c r i b e d i n 
Sched 2 B a t t a c h e d h e r e t o . 

SECTION 1.13. " M i n e r a l s " means o i l , gas , o t h e r l i q u i d and 
gaseous hydrocarbons and o t h e r m i n e r a l s , whether s i m i l a r o r 
d i s s i m i l a r . 

SECTION 1 .14 . "Net Proceeds" f o r any p e r i o d a f t e r t h e 
C l o s i n g Date means t h e excess o f Gross Proceeds r e c e i v e d by the 
S u b j e c t I n t e r e s t Owner d u r i n g sucn p e r i o d over t h e sum o f (a) 
P r o d u c t i o n Costs i n c u r r e d d u r i n g such p e r i c d and (b) Excess 
P r o d u c t i o n Costs as o f the end o f t h e i m m e d i a t e l y p r e c e d i n g 
p e r i o d , as such Ne t Proceeds are computed i n accordance w i t h 
S e c t i o n 2.4 h e r e o f . 

SECTION 1 .15 . " N o n - A f f i l i a t e " means, as t o t h e p a r t y s p e c i ­
f i e d , any Person who i s not an A f f i l i a t e o f such p a r t y . 

SECTION 1 .16 . "Overproduced P a r t y " means a p a r t y t o a gas 
b a l a n c i n g ar rangement who, as a r e s u l t o f p r o d u c i n g , i n a d d i t i c r . 
t o i t s own share o f p r o d u c t i o n , t h a t p o r t i o n o f a n o t h e r p a r t y ' s 
s h a r e o f p r o d u c t i o n which such o t h e r p a r t y i s unable o r u n w i l l i n g 
t o market o r o t h e r w i s e t o d ispose o f , i s i n a p o s i t i o n o f ne t 
o v e r p r o d u c t i o n w i t h r e spec t t o such o t h e r p a r t y o r p a r t i e s t o 
such gas b a l a n c i n g arrangement . 

SECTION 1 .17 . "Paying Q u a n t i t i e s " means, w i t h respect, t c 
any w e l l and i n l i g h t of f a c t s e x i s t i n g a t t h e t i m e o f d e t e r m i n a ­
t i o n which a re n o t s h o r t - t e r m , such q u a n t i t i e s o f M i n e r a l s t he 
c u r r e n t gross r e c e i p t s o f which ( l e s s a l l amounts a l l o c a b l e t o 
i n t e r e s t s t h e r e i n n e l d by o the r s such as ne t p r o f i t s i n t e r e s t s , 
o v e r r i d i n g r o y a l t i e s and r o y a l t i e s e x c l u d i n g t h i s O v e r r i d i n g 
R o y a l t y I n t e r e s t ) exceed c u r r e n t and a n t i c i p a t e d expenses 
a l l o c a b l e t o such w e l l o r , i n t h e e v e n t such d e f i n i t i o n c o n f l i c t s 
w i t h the laws o f t h e j u r i s d i c t i o n i n w h i c h a w e l l i s l o c a t e d , the 
d e f i n i t i o n a p p i i c a b i e under t he laws o f t h e j u r i s d i c t i o n i n which 
such w e l l i s l o c a t e d . 
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SECTION 1.18. "Person" means any i n d i v i d u a l , c o r p o r a t i o n , 
p a r t n e r s h i p , t r u s t , e s t a t e or o t h e r e n t i t y o r o r g a n i z a t i o n . 

SECTION 1.19. "Pr ime I n t e r e s t Rate" means t h e i n t e r e s t r a t e 
announced f rom t i m e t o t ime by The Chase Manhat tan Bank, N.A. , a t 
i t s p r i n c i p a l o f f i c e i n New York C i t y as i t s "p r ime i n t e r e s t 
r a t e " . 

SECTION 1.20. "Process" o r " P r o c e s s i n g " means t o manu­
f a c t u r e , r e f i n e , m a r k e t , compress o r t r a n s p o r t S u b j e c t M i n e r a l s 
i n a manner wh ich does no t c o n s t i t u t e W e l l O p e r a t i o n s . 

SECTION 1 . 2 1 . " P r o d u c t i o n Cos t s " f o r any p e r i o d means, or. 
t h e cash method o f a c c o u n t i n g , and whe the r c a p i t a l o r n o n - c a p i t a l 
i n n a t u r e , w i t h o u t d u p l i c a t i o n : 

(a) t h e sura (bu t reduced by t h e amount r e c e i v e d by 
Subjec t I n t e r e s t Owner se t f o r t h i n S e c t i o n s 1 .21(c ) and 
1 . 2 1 ( f ) ) o f 

( i ) t h e e x p l o r i n g , d e v e l o p i n g , d r i l l i n g , 
c o m p l e t i n g , e q u i p p i n g and o p e r a t i n g c o s t s f o r such 
p e r i o d and a l l o t h e r c o s t s ( i n c l u d i n g overhead) f o r 
such p e r i o d i n c u r r e d by S u b j e c t I n t e r e s t Owner under 
any j o i n t o p e r a t i n g agreement a p p l i c a b l e t o t h e S u b j e c t 
I n t e r e s t s i n t he Leases t o w h i c h S u b j e c t I n t e r e s t Owner 
and one o r more N o n - A f f i l i a t e s a re p a r t i e s ( b u t 
r e l a t i n g o n l y t o the S u b j e c t I n t e r e s t s o r l ands pooled 
or u n i t i z e d t h e r e w i t h ) ; 

( i i ) t h e e x p l o r i n g , d e v e l o p i n g , d r i l l i n g , 
c o m p l e t i n g , e q u i p p i n g and o p e r a t i n g c o s t s f o r such 
p e r i o d and a l l o t h e r c o s t s ( i n c l u d i n g overhead) f o r 
such p e r i o d i n c u r r e d by S u b j e c t I n t e r e s t Owner pursuar. t 
t o Schedule C a t t ached h e r e t o w i t h r e spec t t o any Lease 
as t o w h i c h t h e r e i s no j o i n t o p e r a t i n g agreement 
between S u b j e c t I n t e r e s t Owner and a N o n - A f f i l i a t e (bu t 
r e l a t i n g o n l y t c the S u b j e c t I n t e r e s t s o r l ands pooled 
or u n i t i z e d t h e r e w i t h ) ; 

( i i i ) an amount equa l t o a l l g e n e r a l p r o p e r t y (ad 
v a l o r e m ) , p r o d u c t i o n , severance , s a l e s , g a t h e r i n g and 
s i m i l a r s t a t e , fede'-**! o r o t h e r t axes ( excep t income 
taxes) assessed or ^ v i e d on o r i n c o n n e c t i o n w' the 
S u b j e c t I n t e r e s t s , t he O v e r r i d i n g R o y a l t y Inte- - r 
the p r o d u c t i . . h e r e f r o m o r e q u i p >?.\t t h e r e o n , nc 
which t a x e s (as a d j u s t e d o r as f i n a l l y d e t e r m i ce 
deducted o r exc luded f r o m proceeds o f Sa le e»c oy 
Sub jec t I n t e r e s t Owner o r p a i d by S u b j e c t Inc.:- res 
Owner and a t t r i b u t a b l e L-3 occh S u b j e c t I n t e r e s t Ov;ner's 
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and Royalty Owners' share i n the Subjoct Minerals; 
provided, however, that i f Royalty Owners bear taxes 
i n d i v i d u a l l y , such taxes w i l l not be considered to 
con s t i t u t e Production Costs; 

( i v ) a l l amounts borne by Subject I n t e r e s t Owner 
in such peri o d as to any of the following: (a) any 
burdens e x i s t i n g at the time of the execution of t h i s 
Conveyance (other than t h i s Overriding Royalty 
Interest) against production or the proceeds of Sale cf 
production a t t r i b u t a b l e t o the Subject I n t e r e s t s , to 
the extent Gross Proceeds have not been reduced by such 
burdens; (b) t o the extent allocable to the Subject 
I n t e r e s t s , payments made t o others i n the area i n c n-
nection w i t h the d r i l l i n g or deferring of d r i l l i n g of 
any well on or i n the v i c i n i t y of any of the Subject 
Interests ( i n c l u d i n g dry hole and bottom hole payr.ent 
and payments made to others f o r r e f r a i n i n g from 
d r i l l i n g an o f f s e t well) or i n connection w i t h any cost 
adjustments with respect t o any well and/or leasehold 
equipment upon u n i t i z a t i o n of any of the Subject 
I n t e r e s t s ; (c) to the extent allocable to the Subject 
I n t e r e s t s , rent and other consideration paid f o r use cf 
or damage t o the surface and (d) a l l d i r e c t charges 
applicable t o a Prospect r e l a t i n g to lease acquisitions 
or renewals, t i t l e examination, geological and 
geophysical, seismic, engineering and preparation f c r 
d r i l l i n g costs, provided, however, t h a t Production 
Costs s h a l l not be deemed t o include any cost paid for 
the a c q u i s i t i o n of any o i l , gas or mineral i n t e r e s t 
other than as such i n t e r e s t may be acquired pursuant tc 
any a p p l i c a b l e non-consent operation; 

(v) t o the extent a l l o c a b l e to the Subject I n t e r ­
ests, a l l other costs, expenses and l i a b i l i t i e s of, in 
connection w i t h , a r i s i n g out of or r e l a t i n g to operat­
ing any w e l l on the Leases and producing Subject Miner­
als and sale and marketing thereof f o r such period, 
including without l i m i t a t i o n : (a) costs of equipping, 
plugging back, reworking, recompleting, plugging and 
abandoning and surface r e s t o r a t i o n and other related 
costs as required by law and i n accordance with the 
terms of the Leases or lands pooled therewith and of 
making the Subject Minerals ready or available f o r 
market; (b) the cost of construction of gathering lines 
i n the immediate v i c i n i t y of the Subject I n t e r e s t s , 
tanks, meters and other production and del i v e r y f a c i l i ­
t i e s on the Subject I n t e r e s t s , and of transporting, 
compressing, dehydrating, separating, t r e a t i n g , storing 
and marketing the Subject Minerals; (c) the costs of 
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secondary recovery, pressure maintenance, reprass ..ring 
r e c y c l i n g and other operations commonly used in the ~~. 
and gas industry which are recognized as reputable 
methods of enhancing production; (d) the costs of 
claims or l i t i g a t i o n concerning marketing the Subject 
Minerals or delivery of production from, t i t l e to or 
operation of the Subject I n t e r e s t s and any other acts 
or omissions cf Subject I n t e r e s t Owner consistent 
herewith (as a prudent owner or operator) or brought b; 
Subject I n t e r e s t Owner t o protect the Subject Interest 
as a prudent owner or operator; (e) the cost of 
insurance described i n Section 5.04; and ( f ) delay 
r e n t a l s and shut-in r o y a l t i e s ; 

( v i ) subject to the provisions of A r t i c l e V I I 
hereof, an amount equal t o a l l amounts deposited into 
the Abandonment Cost Escrow Account (as defined i n 
Section 7.01 hereof) and a l l Abandonment Costs (except 
to the extent such costs are paid out of the 
Abandonment Cost Escrow Account); 

( v i i ) t o the extent a l l o c a b l e to the Subject I n t e r 
ests, the d i r e c t , out-of-pocket costs incurred bv 
Subject I n t e r e s t Owner f o r the independent c e r t i f i e d 
public accountants and independent petx >leum engineers 
r e f e r r e d t c in subsections 10.03 (a) and (b), respect­
i v e l y , which engineers may be selected by the Agent an 
which accountants, subject t o trie approval of the 
Agent, may be 1ected by the Subject I n t e r e s t Owner; 
and the costs rurred by the Subject I n t e r e s t Owner 
for the a u d i t s , i f any, conducted by or or: behalf cf 
the Royalty Owners pursuant to Section 10.G2 hereof: 

( v i i i ) t o the extent a l l o c a b l e to the Subject 
I n t e r e s t s , refunds of revenues previously included as 
Gross Proceeds required t o be made by Subject Interest 
Owner as a r e s u l t of the bankruptcy, insolvency or 
s i m i l a r c o n d i t i o n of a purchaser of production or 
other p a r t y , an order of the Federal Energy Regulatory 
Commission or other governmental u n i t or any ether 
legal reason; 

( i x ) t o the extent a l l o c a b l e to the Subject 
I n t e r e s t s , any amounts paid by Subject I n t e r e s t Ov.r-.ar 
a f t e r the Closing Date as a prudent owne; or operator, 
whether as refund, i n t e r e s t or penalty, to a purchaser 
because the amount i n i t i a l l y received by Subject 
I n t e r e s t Owner as sales p r i c e a t t r i b u t a b l e to 
operations a f t e r the Closing Date was more or alleg-. dl 
more than permitted by the terms of any applicable 
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c o n t r a c t , statute, r e g u l a t i o n , order, decree or other 
o b l i g a t i o n ; 

(x) a l l legal fees incurred by Agent associated 
w i t h t h i s transaction, a l l fees incurred by Agent or 
S e l l e r related to v e r i f i c a t i o n of t i t l e and t i t l e 
c u r a t i v e with respect t o the Subject I n t e r e s t s , and a l l 
necessary engineering fees reasonably incurred by 
Agent; and 

( x i ) the amount payable (but not in excess of 
$6,300,000) pursuant to the terms of t h a t c e r t a i n Loar. 
Agreement, dated as of March 22, 1995, between Houstcr. 
Pipeline Company and Primary Fuels, Inc., et a l . , in 
the ovent that, pursuant to Paragraph 4 of such Lean 
Agreement, such loan becomes recourse to the Seller. 

(b) Prod".ction Costs s h a l l not include ( i ) amounts 
incurred by Subject I n t e r e s t Owner which are applicable to 
operations p r i o r to the C l o s i r t Date snd chargeable to a 
predecessor i n int e r e s t and I ) depletion, depreciation ar.J 
other non-cash deductions. 

(c) Production Costs ( t o the extent thereof f o r any 
month or any month subsequent t o the month i n which amounts 
described i n t h i s Section 1.21(c) are received) and/or 
Excess Production Costs ( t o the extent thereof) s h a l l be 
reduced by the ?mount received by Subject I n t e r e s t Owner to 
che extent: allocable to the Subject I n t e r e s t s as a r e s u l t cr 
( i ) delay r e n t a l s , ( i i ) damages to the Subject I n t e r e s t s , 
( i i i ) s h u t - i n gas well r o y a l t y or pay^oii-*, ( i V ) sale of 
f i x t u r e s and equipment used w i t h res- o the Leases 
(i n c l u d i n g , without l i m i t a t i o n , the do Pipeline and 
the Matagorda Pipeline (defined below), ;her than the items 
described on c x h i b i t F to the Purchase Agreement, (v) 
rentals from reservoir use, ( v i ) dry hole and bottom hole 
payments, ( v i i ) any payments made to Subject I n t e r e s t Owner 
in connection with the d r i l l i n g or d e f e r r n g of d r i l l i n g cf 
any w e l l on »ny of the Subject I n t e r e s t s , ( v i i i ) any amounts 
which the Subject In t e r e s t Owner s h a l l r e c ' *e as a bonus 
for any Lease or in connection w i t h any ad., rtment of any 
well and leasehold equipment, c o n s t i t u t i n g part of the 
Subject Interest:, upon u n i t i z a t i o n of any of the Subject 
I n t e r e s t s , ( i x ) recoveries f o r breaches of d r i l l i n g 
contracts and recoveries i n connection with other 
proceedings a i f e c t i n g the Subject In t e r e s t s or operations 
thereon, (x) insurance proceeds received as a r e s u l t of 
damage t o *he Subject I n t e r e s t s or to the f i x t u r e s and 
equipment u.ed with respect t o the Leases, ( x i ) any bonuses 
or payments made by t h i r d p a r t i e s i n connection with any 
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farmout transaction permitted pursuant tc Section 5.05 
hereof, ( x i i ) any excess amounts released to Subject 
Interest Owner from the Abandonment Cost Escrow Account 
pursuant to Section 7.02 hereof, ( x i i i ) any excess amounts 
released to Subject Interest Owner from the Surplus Account 
pursuant to Section 1.11(g)(iv) hereof, (xiv) the sale of 
a l l or any part of the Subject Interest Owner's interest in 
the El Gordo Products pipeline (the "El Gordo Pipeline") and 
the Matagorda pipeline (the "Matagorda Pipeline"), (xv) ar.y 
interest amounts paid to Seller under Sections 1.11(g)(ii) 
or 1.11(g)(iii) and (xvi) any such amounts not so applied in 
prior periods. 

(d) I f Subject Interest Owner is an Overproduced Party 
under any gas balancing arrangement and Subject Interest 
Owner is requ 1 red to make settlement in cash f< iny net 
overproduction accruing after the Closing Date jch payment 
shall not be included in Production Costs, and i f Subject 
Interest Owner is required to make settlement in ca&h tor 
any net overproduction accruing prior to the Closing Date, 
such payment shall be included in Production Costs. 

(e) Any costs or l i a b i l i t i e s that are borne by Subject 
Interest Owner as a result of i t s being a consenting party 
in non-consent operations shall be deemed to be allocable tc 
or appiicabie to the Subject Interests. 

(f) Production Costs shall also be reduced by Subject 
Interest Owner's share of the net income from the Matagcrda 
Pipeiine and the El Gordo Pipeline. 

SECTION 1.22. "Prospect" means an area covering lands 
which, in the opinion of Subject Interest Owner, contain a conr.cn 
geologic feature or features, some portion of which is considered 
potentially capable of producing o i l or gas in commercial 
quantities, which is designated as such by Subject Interest Owr.er 
and which includes at least a portion of one Lease or lands 
pooled therewith. 

SE( L.23. "Purchase Agreement'' ..teans the Non-Operat i r.g 
Interes lase Agreement dated as of February 1, 1989 among, 
int e r a+. Royalty Owners and Subject Interest Owner, providing 
for the pure) ase of the Overriding Royalty Interest by the 
royalty Owners. 

SECTION 1.24. "Recovery Time" means the point in time at 
which the Royalty Owners have received an amount pursuant to 
Sections 1.11(d) and 2.01 hereof (without duplication) which 
equals the Acquisition Cost as defined in the f i r s t sentence Lr. 
t.ie definition thereof. 



SECTION 1.25. "Royalty Owners" means, c o l l e c t i v e . y , the 
p a r t i e s l i s t e d on Schedule A hereto whi le they own an in t e r e s t ir. 
t he Overr id ing Royalty In te res t , and any other Person or Persons 
who, as permitted h e r e i n , subsequently acquire lega l t i t l e to a l l 
o r any por t ion of o r any in te res t i n :he Overr id ing Royalty 
I n t e r e s t . 

SECTION 1.26. "Sale" includes exchanges and other d i s p o s i ­
t i o n s f o r value. 

SECTION 1.27. "Sales Contracts" means; a l l contracts and 
agreements fo r the o f f e r or sale o f , or corimitment to o f f e r cr 
s e l l , or r i gh t of f i r s t r e f u s a l to purchase, Subject Minerals 
a f t e r production. 

SECTION 1.28. "Subject Interests" means each kind and 
c h a r a c t e r of right, t i t l e , claim or interest which the Subject 
I n t e r e s t Owner has in the Leases or portions thereof which are 
descr ibed in Schedule B, a complete cou/ of which i s f i l e d in 
Matagorda County, Texas as provided in Section 11.09 hereof, and 
the unit izat ion and pooling agreements and che units created 
thereby, whether such r ight , t i t l e , claim or interest be under 
and by virtue "f a Lease, a unitization or pooling agreement, a 
u n i t i z a t i o n or pooling order, a mineral deed, a royalty deed, ar. 
operating agreeraent, a division order, a transfer order or any 
other type of contract, conveyance or instrument or under any 
other type of t i t l e , legal or equitable, recorded or unrecorded, 
even thougn the Subject Interest Owner's interests be incorrectly 
or incompletely described in Schedule B, a l l as the same sha l l be 
enlarged by the discharge of any payments out of production, by 
the removal of any charges or encumbrances to which any of the 
same are or become subject or by the entering into of non-consent 
operations and any and a l l renewals and extensions thereof 
acquired by Subject Interest Owner within one yeor after the 
termination of the pr ior Subject Interest ; provldod, however, 
tha t a f t e r the Recovery Time "Subject Interests 1 1 si?all mean, with 
re spec t to each and a l l of tbe properties vhich constitute the 
Subjec t Interests, an undivided 7/9 in tere i t in and t.o the 
Subjec t Interests (as described above) immediately p r i c r to the 
Recovery Time. 

SECTION 1.29. "Subject In te res t Owner" means Corpus C h r i s t i 
Hydrocarbons Company, a Delaware co rpo ra t ion , v**ile i t owns a l l 
o r p a r t of the Subject In te res t s or any in te . • t he re in and any 
o t h e r Person or Persons vho, as permit ted here in , subsequently 
a c q u i r e legal t i t l e t o a l l or any pa r t of the Subject In t e res t s 
o r any in te res t t h e r e i n other than the Over r id ing Royalty 
I n t e r e s t conveyed hereby. 

13. 



SECTION 1.30. " S u b j e c t M i n e r a l s " means a l l M i n e r a l s i n ar.d 
u n d e r , and which may be produced, saved and s o l d f r o m , and which 
s h a l l accrue and be a t t r i b u t a b l e t o , t h e S u b j e c t I n t e r e s t s f r o r . 
a n d a f t e r the C l o s i n g Date . 

SECTION 1 . 3 1 . "Underproduced P a r t y " means a p a r t y t o a gas 
b a l a n c i n g ar rangement who, a- a r e s u l t o f i t s i n a b i l i t y o r 
u n w i l l i n g n e s s t o m a r k e t o r t e rwise d i spose o f a p o r t i o n o f i t s 
s h a r e o f p r o d u c t i o n and another p a r t y ' s p r o d u c i n g such share o f 
p r o d u c t i o n , i s i r a p o s i t i o n o f *.et u n d e r p r o d u c t i o n w i t h r e spec t 
t o such o ther p a r t y o r p a r t i e s t o such gas b a l a n c i n g a r r a n g e r . e r t . 

SECTION 1.32. " W e l l O p e r a t i o n s " means pumping, gas l i f t i n g 
and g r a v i t y s e p a r a t i o n o f M i n e r a l s and o t h e r normal o p e r a t i o n s ir. 
t h e immediate v i c i n i t y o f the we '1 b u t does no t i n c l u d e 
compress ion or t r a n s p o r t a t i o n o f t he M i n e r a l s beyond t h e 
immedia te v i c i n i t y o f t h e w e l l , o r a b s o r p t i o n o r f r a c t i o n a t i o n 
a n d o t h e r p l a n t ope i t i o n s . 

SECTION 1.33. "Wel lhead Va lue" means t h e amount f o r which 
s u c h Subjec t M i n e r a l s a r e s o l d by t h e S u b j e c t I n t e r e s t Owner l ess 
a charge f o r t he P r o c e s s i n g which o c c u r s p r i o r t o such s a l e equal 
t o t h e sum of (A) any Process ing charges pair! t o N o n - A f f i l i a t e s 
a n d (B) the e x p e n d i t u r e s i n c u r r e d by S u b j e c t I n t e r e s t Owner o r 
i t s A f f i l i a t e s i n P r o c e s s i n g such S u b j e c t M i n e r a l s ; p r o v i d e d , 
however , t l i a t i n no e v e n t s h a l l t h e expenses o f S u b j e c t I n t e r e s t 
Owner and i t s A f f i l i a t e s i n such P r o c e s s i n g exceed t h c c o s t s 
w h i c h - h i r d p a r t i e s cha rge i n the same area f o r r e n d e r i n g com­
p a r a b l e s e r v i c e s ; and p r o v i d e d f u r t h e r , however, t h a t i n ~> ever.t 
s h a l l the Wellhead V a l u e exceed t h e f a i r market v a l u e o f such 
S u b j e c t Mine ra l s a t t h e we l lhead o f t h e w e l l f r o m wh ich t h e y are 
p r o d u c e d . 
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ARTICLE I I 

Payment 

SECTION 2 . 0 1 . Payment. On the l a s t Business Day o f each 
m o n t h . Subjec t I n t e r e s t Owner s h a l l pay t o each R o y a l t y Owner as 
an o v e r r i d i n g r o y a l t y he reunder such R o y a l t y Owner 's percentage 
s h a r e (as set f o r t h on Schedule A h e r e t o ) or an amount equal t o 
90% o f the Net Proceeds f o r the p r eced ing month computed i n 
a c c o r d a n c e w i t h S e c t i o n 2 .04 h e r e o f . S u b j e c t I n t e r e s t Owner shal 
use i t s best e f f o r t s t o base such mon th ly payments upon the actua 
Met Proceeds f o r the p r e c e d i n g month; however , i n the event 
S u b j e c t I n t e r e s t Owner i s p reven ted f r o m so d o i n g by mechanical a 
a c c o u n t i n g system f a i l u r e s o r m a l f u n c t i o n , S u b j e c t I n t e r e s t Owner 
s h a l l (x) make such payment based upon an e s t i m a t e o f t h c Net 
P r o c e e c s f o r such p r e c e d i n g month computed i n accordance w i t h 
S e c t i o n 2.04 h e r e o f ; ( y ) no te on the s t a t e m e n t accompanying such 
p a y m e n t t h a t i t i s based upon an e s t i m a t e o f Nat Proceeds, and (z 
a d j u s t t he paymrnt o f Net Proceeds f o r t h e month next f o l l o w i n g t 
a c c o u n * f o r any d i s c r e p a n c y between t h e payment made and t h a t 
r e q u i r e d t o ha' e been mac -nee the a c t u a i amount o f Net Proceeds 
i s d e t e r m i n e d . Amounts r e r asen t ing s a l e proceeds ( l e s s t he 
a c t u a l t r a n s a c t i o n c o s t s o f such sa l e ) r e c e i v e d by S u b j e c t 
I n t e r e s t Owner i n c o n n e c t i o n w i t h the d i s p o s i t i o n o f any p o r t i r n 
o f t h e O v e r r i d i n g R o y a l t y I n t e r e s t p u r s u a n t t o S e c t i o n 5.05 (bu t 
e x c l u d i n g any revenue f o r e g o n e i n c o n n e c t i o n w i t h a f a rmout 
p u r s u a n t t o S e c t i c n 5 . 0 5 ) s h a l l be p a i d d i r e c t l y t o R o y a l t y 
O w n e r s . 

SECTION 2 . 0 2 . I n t e r e s t on Past Due Payments. Any amount: 
n o t p a i d by S u b j e c t I n t e r e s t Owner t o a R o y a l t y Owner when due 
s h a l l bear , and S u b j e c t I n t e r e s t Owner w i l l pay, i n t e r e s t a t the 
r a t e o f two percen tage p o i n t s over t h e w e i g h t e d average Prime 
I n t e r e s t Rate i n e f f e c t d u r i n g the p e r i o d o f underpayment p r o ­
v i d e d such i n t e r e s t s h a l l n o t be i n excess o f the maximum amount 
a l l o w e d by law. Under no c i rcumsta r .ces , howevar, s n a i l S u b j e c t 
I n t e r e s t Owner w i l l f u l l y w i t h h o l d payment p r o p e r l y au-» the 
R o y a l t y Owners h e r e u n d e r . 

SECTICN 2 .03 . Overpayment . I f a t any t i m e S u b j e c t I n t e r e s t 
Owner i n a d v e r t e n t l y pays a Roya l t y Owner more than the amount 
d u e , such Roya l ty Owner s h a l l not be o b l i g a t e d t o r e t u r n ar.y such 
o v e r p a y m e n t , c u t t h e amount o r amounts o t h e r w i s e payable f o r any 
s u b s e q u e n t p e r i o d o r p e r i o d s s h a l l be reduced by such ove rpay ­
m e n t , p l u s i n t e r e s t t h e r e o n a t the r a t e o f two percentage p c i . i t s 
o v e r t h e weighted ave rage Prime I n t e r e s t Rate i n e f f e c t d u r i n g 
t h e p e r i o d o f snch ovs rpayment p r o v i d e d such i n t e r e s t sh*.' not 
be i n excess o f t h e maximum amount a l l o w e d by law. 
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SECTION 2.04. Net Proceeds Account. A Net Proceeds account 
s h a l l be maintained by Subject I n t e r e s t Owner f o r each calendar 
month a f t e r the Clos ing Date by deducting the aggregate of any 
charge balance e x i s t i n g i n the Net Proceeds account at the f i r s t 
o f such month, p lu s the t o t a l charges proper ly made thereto during 
such month, from the sum of any c r e d i t balance e x i s t i n g in the Net 
Proceeds account a t the f i r s t of such month plus the t o t a l c r ed i t s 
p roper ly made t h e r e t o during such month. Subject I n t e r e s t Owner 
s h a l l pay to each Royal ty Owner each month an amount equal to the 
amount spec i f i ed i n Section 2.01 hereof only i n such monthly 
periods when c r e d i t s exceed charges. 

On or before the date of payment of the amount set f o r t h ir. 
Sect ion 2.01 hereof , the Subject I n t e r e s t Owner s h a l l f u r n i s h to 
t he Agent a d e t a i l e d statement c l e a r l y r e f l e c t i n g the c r ed i t s and 
d e b i t s against and the balance of the Net Proceeds account as cf 
the cluse of business on the l a s t day of the preceding calendar 
ntor.ch. Any d e f i c i t or loss (an excess of charges over c r ed i t s ) 

lected by any such statement s h a l l be ca r r i ed forward to the 
nvXt and succeeding month or months u n t i l the d e f i c i t or loss 
s h a l l have been l i q u i d a t e d . In the event tha t an excess of 
c r e d i t s over charges i n the Net Proceeds account i s r e f l e c t e d by 
any statement, payment to each Royalty Owner of the amount of such 
Royalty Owner's Net Proceeds s h a l l be accomplished by wire 
t r a n s f e r to Royal ty Owner's account, pursuant to i n s t r u c t i o n s 
g iven by the Agent t o the Subject I n t e r e s t Owner. 

The Royalty Owners sha l l never be personal ly responsible f c r 
payment of any p a r t o f the costs and expenses charged against the 
Net Proceeds account or f o r any l i a b i l i t i e s incurred i n connection 
w i t h developing, e x p l o r i n g , equipping and operating the Subject 
In t e re s t s , and Subject In te res t Owner does covenant w i t h each cf 
the Royalty Owners t o indemnify and save i t harmless from and 
against ^ny and a l l such r e s p o n s i b i l i t y and l i a b i l i t y . 

SECTION 2.05. Wellhead Value. A l l payments made to Royalty 
Owners sha l l be male e n t i r e l y and e x c l u s i v e l y out of amounts 
received i'rom the sale or other d i s p o s i t i o n o f Subject Minerals 
produced from Sub jec t In te res t s , and i n no event s h a l l such 
payments exceed 100* of the value o f such production at the 
wellhead before the app l i ca t ion o f any Processing, and should the 
payments to Royal ty Owners, computed i n accordance herewith ever 
exceed such amount (such excess amount being herein r e f e r r e d to 
as the "Overage"), such Overage s h a l l be suspended and accrued; 
and i * the payments calculated i n accordance herewith are ever 
again less than the Wellhead Value, the Overage s h a l l be added to 
subsequent payments but not i n an amount which would then cause 
payment.* to exceed the Wellhead Valuo, so tha t Royalty Owners, i f 
possible , s h a l l be e n t i t l e d to receive the t o t a l amount to be 



d i s t r i b u t e d he reunder as i f the l i m i t a t i o n imposed by t h i s 
S e c t i o n had not been i n e f f e c t . 

ARTICLE I I I 

M a r k e t i n g o f S u b j e c t M i n e r a i s 

Subjec t I n t e r e s t Owner s h a l l marke t o r cause t o be marketed 
t h e S u b j e c t M i n e r a l s a t t he bes t p r i c e s and on t h e bes t t e r - s 
r h a t Sub jec t I n t e r e s t Owner s h a l l deem, i n i t s reasonable 
b u s i n e s s judgment, r ea sonab ly o b t a i n a b l e under the c i r cums tances 
a n d i n any event a t p r i c e s and terms a t l e a s t as f a v o r a b l e as 
S u b j e c t I n t e r e s t Owner o b t a i n s a t t h e same t i m e f o r m i n e r a l s nc t 
s u b j e c t t o t h i s Conveyance which a re o f a s i m i l a r t y p e and 
l o c a t i o n and are s i m i l a r l y d e d i c a t e d . R o y a l t y Owners s h a l l ( i ) 
h a v e no r i g h t t c p a r t i c i p a t e i n such m a r k e t i n g and ( i i ) have nc 
r i g h t t o r ece ive p r o d u c t i o n i n k i n d . S u b j e c t t o t he f o r e g o i n g , 
t o t h e ex ten t compar i sons e x i s t , s a l e s o f t h e Sub j ec t M i n e r a l s by 
S u b j e c t I n t e r e s t Owner t o an A f f i l i a t e s h a l l be made a t p r i c e s 
a n d on terms comparab le t o the p r i c e s and terms r e c e i v e d by o t h e r 
Pe r sons i n the a r e a . S u b j e c t I n t e r e s t Owner w i l l e x e r c i s e i t s 
b e s t e f f o r t s ( w h i c h t e r m "best e f f o r t s " , as used i n t h i s 
Conveyance, s h a l l mean a p a r t y ' s b e s t e f f o r t s i n accordance w i t h 
r e a s o n a b l e commerc ia l p r a c t i c e s and w i t h o u t t he i n c u r r e n c e o f 
un rea sonab l e expense) t o p e r f o r m a l l o b l i g a t i o n s b i n d i n g on i t 
u n d e r the Sales C o n t r a c t s i n accordance w i t h t he terms t h e r e o f 
and w i l l use i t s b e s t e f f o r t s t o e n f o r c e per formance o f t he 
o b l i g a t i o n s o f t h i r d p a r t i e s t h e r e u n d e r . S u b j e c t I n t e r e s t Owner 
w i l l b r i n g the S u b j e c t M i n e r a l s t o marke t i n accordance w i t h 
r e a s o n a b l e and p r u d e n t business judgment and sound o i l and gas 
f i e l d p r a c t i c e s . 

ARTICLE I V 

N o n - L i a b i l i t y o f R o y a l t y Owners 

I n no event s h a l l Roya l t y Owners be l i a b l e o r r e s p o n s i b l e i n 
any way f o r payment o f any cos t s o r expenses charged a g a i n s t the 
N e t Proceeds a c c o u n t o r o t h e r c o s t s o r l i a b i l i t i e s i n c u r r e d by 
S u b j e c t I n t e r e s t Owner o r o t h e r l essees a t t r i b u t a b l e t o the 
S u b j e c t I n t e r e s t s o r t o the M i n e r a l s p roduced t h e r e f r o m and 
S u b j e c t I n t e r e s t Owner covenants w i t h each o f t he R o y a l t y Owners 
t o i n d e m n i f y and save them harmless f r o c ar.d a g a i n s t any and a l . 1 

s u c h r e s p o n s i b i l i t y and l i a b i l i t y . S u b j e c t I n t e r e s t Owner has 
t h e r i g h t t o assume t h e defense o f any l a w s u i t o r o t h e r l e g a l 
p r o c e e d i n g a r i s i n g o u t o f such o b l i g a t i o n t o i n d e m n i f y and save 
h a r m l e s s but s h - 1 ! n o t agree t o any s e t t l e m e n t o r consent t o any 
o t h e r a c t i o n t i w i t h regard t o any l a w s u i t o r p r o c e e d i n g t h a t 
c o u l d m a t e r i a l l J r e s t r i c t or o t h e r w i s e a f f e c t a p a r t y t o t h i s 
Conveyance o t h e r t h a n Sub jec t I n t e r e s t Owner w i t h o u t t he p r i o r 
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w r i t t e n consent o f Agent, which consent s h a l l not be unreasonabl 
w i t h h e l d . 

ARTICLE V 

Operation of Lease Premises 

SECTION 5 .01 . Prudent Jperator Standard. (a) Subject 
I n t e r e s t Owner agrees t h a t ? t w i l l conduct and car ry on or cause 
t o be conducted and c a r r i e d on the e x p l o r a t i o n , development, 
maintenance and ope ra t ion of the Subject In t e res t s w i t h reason­
a b l e and prudent business judgment and i n accordance w i t h sound 
o i l and gas f i e l d p r a c t i c e - , and t h a t i t w i l l d r i l l or cause to 
be d r i l l e d such w e l l s as a prudent operator would d r i l l f rom t i n 
t o t ime in order t o develop the Subject In t e r e s t s and to pro tec t 
them from drainage. 

(b) Nothing contained i n t h i s Sect ion 5.01 s h a l l be deemed 
t o prevent or r e s t r i c t Subject I n t e r e s t Owner from e l e c t i n g not 
t o p a r t i c i p a t e i n any operation which i s t o be conducted under 
t h e terms of any opera t ing agreement, u n i t operat ing agreement, 
c o n t r a c t f o r development or s i m i l a r instrument a f f e c t i n g or per­
t a i n i n g to the Subjec t In teres ts (or any p o r t i o n t h e r e o f ) and 
a l l o w i n g consenting p a r t i e s to conduct non-consent operat ions 
t h e r e o n , i f such e l e c t i o n i s made by Subject I n t e r e s t Owner i n 
good f a i t h and i n conformi ty wi th sound o i l and gas f i e l d prac­
t i c e s , unless the operator under such opera t ing agreement, u n i t 
o p e r a t i n g agreement, contract f o r development or s i m i l a r i n s t r u ­
ment i s an A f f i l i a t e o f Subject I n t e r e s t Owner and consents to 
such operat ion. 

SECTION 5.02. Compliance w i t h Agreements. Subject Interes 
Owner s h a l l , to the extent tha t i t c o n t r o l s such matters , comply 
o r cause compliance w i t h the terms and provis ions of a l l agree­
ments to which the Subject In te res t s and t h i s Overr id ing Royalty 
I n t e r e s t are sub jec t as a prudent operator would comply. Subjec 
I n t e r e s t Ovner s h a l l not enter i n t o any d i v i s i o n orders 
i ncons i s t en t w i t h the terms hereof. 

SECTION 5.03. Abandonment of P roper t i e s . Nothing herein 
conta ined sha l l o b l i g a t e Subject I n t e r e s t Owner t o continue to 
opera te any w e l l o r t o operate or main ta in i n fo rce or attempt t 
m a i n t a i n i n fo rce any o f the Leases when, i n Subject I n t e r e s t 
Owner's reasonable op in ion , such w e l l or Lease i s not capable of 
producing o i l , gas o r other Min' .rals i n Paying Q u a n t i t i e s . 

SECTION 5.04. Insurance. Subject I n t e r e s t Owner s h a l l act 
as e reasonably prudent operator i n mainta in ing i n e f f e c t or 
caus ing to be maintained in e f f e c t such insurance ns a prudent 
o p e r a t t i ' would deem t o be reasonable f o r the p r o t e c t i o n of the 
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S u b j e c t I n t e r e s t s w h i c h insurance may i n c l u d e b l o w - o u t , w e l l 
c o n t r o l , seepage, p o l l u t i o n , c l ean up , c o n t a i n m e n t , r e d r i l l i n g 
and any o ther s i m i l a r c a t a s t r o p h e i n s u r a n c e . I n t h i s c o n n e c t i c r . , 
S u b j e c t I n t e r e s t Owner s n a i l ac t as a r easonab ly p ruden t o p e r a t o r 
i n , w i t h respect t o t h e Sub j ec t I n t e r e s t s , m a i n t a i n i n g i n e f f e c t 
o r c a u s i n q t o be m a i n t a i n e d i n e f f e c t a t l e a s t such i n s u r a n c e 
c o v e r a g e as i s r e q u i r e d t o be m a i n t a i n e d pu r suan t t o t h e terms c f 
t h e o p e r a t i n g agreements r e l a t i n g t o t h e S u b j e c t I n t e r e s t s . 
S u b j e c t I n t e r e s t Owner s h a l l ex tend such coverage t o t h e 
i n t e r e s t s o f the R o y a l t y Owners as a d d i t i o n a l i n s u r e d p a r t ; «s. 

SECTION 5 .05 . T r a n s f e r o r H y p o t h e c a t i o n o f S u b j e c t I 
e s t s . Except as p e r m i t t e d i n the -umediately succeeding '•• 
o r i n A r t i c l e V I h e r e o f and i n SP t i o n 5 . 1 o f t he Purchas 
Agreemen t , S u b j e c t I n t e r e s t Jvner s h a l l have the power anc 
t o e n t e r i n t o s a l e agreements or o t h e r agreements f o r t h e 
t r a n s f e r or d i s p o s i t i o n o f a l l o r any p a r t o f an i n t e r e s t i n t he 
S u b j e c t I n t e r e s t s o n l y a f t e r r e c e i v i n g t h e w r i t t e n consen t i n 
e a c h ins tance o f t h e Agent on b e h a l f o f t h e R o y a l t y Owners. 
S u b j e c t I n t e r e s t Owner s h a l l have t h e power and r i g h t t o e n t e r 
i n t o fa rmout agreements w i t h r e s p e c t t o any acreage, r e s e r v o i r s 
o r f o r m a t i o n s i n c l u d e d i n the S u b j e c t I n t e r e s t s p r o v i d e d t h a t the 
S u b j e c t I n t e r e s t Owner i n good f a i t h r ea sonab ly d e t e r m i n e s t h a t a 
w e l l , o the r than a Development W e l l , w i l l be d r i l l e d on such 
f a r m o u t acreage. I n t h e case o f f a r m o u t , such f a rmou t s h a l l be 
f r e e f rom t h i s O v e r r i d i n g Roya l ty I n t e r e s t , except t h a t any 
r e s i d u a l i n t e r e s t o f S u b j e c t I n t e r e s t Owner under any such 
f a r m o u t agreement s h a l l be s u b j e c t t o t h e O v e r r i d i n g R o y a l t y 
I n t e r e s t . No s a l e o r f a rmout t r a n s a c t i o n s h a l l oe e n t e r e d i n t o 
v i t h an A f f i l i a t e o f t h e Sub jec t I n t e r e s t Owner. The S u b j e c t 
I n t e r e s t s , or any p a r t t h e r e o f o r i n t e r e s t t h e r e i n , s h a l l n o t be 
m o r t g a g e d , p ledged , hypo theca ted o r o t h e r w i s e encumbered ( i t 
b e i n g understood t h a t t h e e n t e r i n g i n t o o f o i l or gas s a l e s 
c o n t - a c t s or s i m i l a r agreements i n t h e o r d i n a r y course o f 
b u s i n e s s o ther t h a n f o r t he purpose o f b o r r o w i n g money s h a l l no t 
c o n s t : . t .te any such encumbrance o r d i s p o s i t i o n f o r any purposes 
o f t o i nveyance) by Sub j ec t I n t e r e s t Owner w i t h o u t t he p r i o r 
w r i ^ * .• ^-ent o f t h e Agent on b e h a l f o f the R o y a l t y Owners, 

* ' h i c v . t may be w i t h h e l d a t t h e d i s c r e t i o n o f t he A g e n t . 

5 .06 . A f f i l i a t e d T r a n s a c t i o n s . S u b j e c t I n t e r e s t 
Ov. . . / i c r e e , c o n t r a c t or a r range w i t h i t s e l f o r any o f i t s 
a r 1 ' " • ;« 9 f 0Z t h e pe r fo rmance o f s e r v i c e s o r t he s a l e o r lease 
o* pf" n t nd s u p p l i e s used i n c o n n e c t i o n w i t h t he S u b j e c t 

t e r e , -.ii t h e payment o f compensa t ion t h e r e f o r , as i f such 
p a r t i t ^et ' . .ndependent c o n t r a c t o r s , p r o v i d e d t h a t t h e te rms o f 
s u c h agreeing i v , c o n t r a c t o r arrangement are embodied i n a w r i t t e r . 
doc mutant set -

 t n g f o r t h t h e s p e c i f i c arrangements and the compen­
s a t i o n f o r such s e r v i c e s or sa le o r l ease s h a l l be (a) comparable 
t o and c o m p e t i t i v e w i t h t h a t o f u n r e l a t e d t h i r d p a r t i e s r e n d e r i n g 



comparable services o r s e l l i n g or l eas ing equipment or supplies 
i n t h a t geographical area and (b) paid only f o r services , equip­
ment or supplies reasonable f o r , and a c t u a l l y furn ished w i t h 
r e s p e c t to , such Subjec t In t e r e s t s . 

SECTION 5.07. Delay Rentals and Shut - in Gas Payments. 
S u b j e c t In teres t Owner s h a l l use i t s best e f f o r t s to pay cr cause 
t o be paid i n a proper and t imely manner any delay r en t a l s and 
s h u t - i n gas payments which may be necessary to maintain i n force 
and e f f e c t the Subjec t In te res t s , except any po r t i on thereof 
w h i c h Subject I n t e r e s t Owner has determined to abandon pursuant 
h e r e t o . 

ARTICLE V I 

U n i t i z a t i o n 

SECTION 6 . 0 1 . Pooled Subject I n t e r e s t s . Cer ta in o f the 
S u b j e c t In teres ts may have been he re to fo re pooled and u n i t i z e d 
f o r the production o f Subject Minera l s . Such Subject In t e r e s t s 
a r e and sha l l be s u b j e c t t o tho terms and provis ions o f such 
p o o l i n g and u n i t i z a t i o n agreements, and the Overr iding Royalty 
I n t e r e s t i n each such Subject I n t e r e s t s h a l l apply t o and a f f e c t 
o n l y the production from such u n i t s which accrues t o such Subject 
I n t e r e s t s under and by v i r t u - i of the appl icab le poo l ing and 
u n i t i z a t i o n agreements. 

SECTION 6.02. Right to Pool. Subject I n t e r e s t Owner s h a l l 
have the r i g h t and power, exercisable only dur ing the period pro­
v i d e d i n Section *.03 hereof, to pool and u n i t i z e any of the 
S u b j e c t In teres ts and t o a l t e r , chanqe or amend or terminate any 
p o o l i n g or u n i t i z a t i o n agreements he re to fore or he rea f t e r entered 
i n t o , as to a l l or any par t of the land covered hereby, and as t t 
any one or uore M i n e r a l s , upon such terms and provis ions as 
S u b j e c t In te res t Owner s h a l l , i n conformance w i t h prudent indus­
t r y prac t ice , determine. I f and whenever through the exercise of 
such r i g h t and power, or pursuant t o any law now i n e f f e c t or 
h e r e a f t e r enacted o r any r u l e , r e g u l a t i o n or order o f any govern­
menta l body or o f f i c i a l promulgated, any c f the Subject In teres ts 
a r e pooled or u n i t i z e d i n any manner, the Overr iding Royalty 
I n t e r e s t insofar as i t a f f e c t s such Subject In te res t s s h a l l also 
be pooled and u n i t i z e d ard i n any such event such Overr id ing 
R o y a l t y In te res t i n such Subject Interests; s h a l l apply t o and 
a f f e c c only the p roduc t ion which accrues to such Subject I n t e r ­
e s t s under and by v i r t u e of the poo l ing and u n i t i z a t i o n . 

SECTION 6.03. Appl icable Per iod . Subject I n t e r e s t Owner's 
power nnd r i g h t t o pool and u n i t i z e the Subject I n t e r e s t s and the 
Ove r r id ing Royalty I n t e r e s t sha l l be exercisable and enjoyed only 
d u r i n g the period o f the l i f e of the l a s t surv ivor of tl ie descen-
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dants of Joseph P. Kennedy, fa ther o f the l a t e President of the 
U n i t e d States o f America, l i v i n g on the date of execution hereof, 
p l u s twenty-one (21) years a f t e r the death of such l a s t surv ivor , 
o r the term of t h i s Conveyance whichever period s h a l l f i r s t 
e x p i r e . 

ARTICLE V I I 

Abandonment Costs 

SECTION 7.01. Abandonment Costs. I n the event t h a t , as of 
the end of any month, the aggregate estimated future Net Proceeds 
from the Subject I n t e r e s t s , as estimated by the independent 
petroleum engineer i n such engineer's most current report, i s less 
than 200% of the aggregate estimated future Abandonment Costs f c r 
th e Subject I n t e r e s t s , as estimated i n good f a i t h by Subject 
I n t e r e s t Owner, Subject Interest Owner may place i n an escrow-
account (the "Abandonment Cost Escrow Account") an amount equal tc 
f i f t y percent (50%) of the Net Proceeds (calculated without taking 
i n t o account the p l a c i n g of such amounts i n the Abandonment Cost 
Escrow Account f o r the Subject I n t e r e s t s ) f o r such month. Subject 
t o the provisions of Section 7.02 below, at such time as the 
amount i n the Abandonment Cost Escrow Account f o r the Subject 
I n t e r e s t s exceeds 125% of the aggregate estimated future 
Abandonment Costs f o r a l l of the Subject I n t e r e s t s , as a group, nc 
f u r t h e r amount s h a l l be placed i n such escrow account u n t i l such 
time as the escrowed funds i n the Abandonment Cost Escrow Account 
s h a l l again be less than 125% of said aggregate estimated future 
Abandonment Costs. The amounts placed i n the Abandonment Cost 
Escrow Account s h a l l be placed i n escrow with an independent 
escrow agent, and the escrow agreement between Subject Interest 
Owner and the escrow agent s h a l l provide that th«; escrow agent 
s h a l l place such escrowed funds i n c e r t i f i c a t e s of deposit or 
Ui .ted States government s e c u r i t i e s having m a t u r i t i e s not to 
excaed t h i r t y (30) days. At any time, on or p r i o r t o the date 
which any such Abandonment Costs must be incurred and Subject 
I n t e r e s t Owner i s required to expend amounts or has expended 
amounts for Abandonment Costs cn the Subject In t e r e s t s f o r which 
an Abandonment Cost Escrow Account has been established, Subject 
I n t e r e s t Owner s h a l l cause the escrow agent to release from the 
Abandonment Cost Escrow Account f o r the Subject I n t e r e s t the 
les s e r of ( i ) an amount equal to said Abandonment Costs or ( i i ) 
t h e t o t a l amount of funds in the Abandonment Cost Escrow Account 
f o r the Subject I n t e r e s t s and to pay those amounts to Subject 
I n t e r e s t Owner and such amount s h a l l not be treated as Gross 
Proceeds. 

SECTION 7.02. Abandonment Costs f c r Single Remaining 
p r o s p e c t . Notwithstanding the provisiens of Section 7.01 above, 
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a t such t ime as t h e r e remains a s i n g l e Prospect wii wh ich 
Abandonment Cos t s a r e expected t o be i n c u r r e d , S u b j e c t I n t e r 
Owner s h a l l r e t a i n an independent a p p r a i s e r r easonab ly 
s a t i s f a c t o r y x o A g e n t t o e s t i m a t e t h e Abandonment Costs t o be 
i n c u r r e d w i t h r e s p e c t t o such P r o s / e c t . Thereupon, S u b j e c t 
I n t e r e s t Owner may neve r r e t a i n more t h a n 110% o f t h e e s t i m a t e d 
f u t u r e Abandonment Costs w i t h r e s p e c t t o such Prospec t (as 
de t e rmined by t h e independent a p p r a i s e r ) i n t h e Abandonment Cost 
Escrow Account . I f , upon such independen t appra i sement , more thar. 
110% of the e s t i r a t e d Abandonment Cos ts remains i n t h e Abandonment 
Cos t Escrow A c c o u n t , any excess s h a l l be r e l e a s e d t o S u b j e c t 
I n t e r e s t Owner and s h a l l reduce t h e c o s t s cha rgeab le t o Net 
Proceeds. 

ARTICLE V I I I 

Government R e g u l a t i o n 

Subjec t I n t e r e s t Owner s h a l l , t o t h e e x t e n t i t c o n t r o l s such 
m a t t e r s , comply o r cause compl iance i n a l l m a t e r i a l r e s p e c t s w i t h 
a l l a p p l i c a b l e l a w s , o rd inances o r gove rnmen ta l r u l e s and 
r e g u l a t i o n s t o w h i c h t h e S u b j e c t I n t e r e s t s and t h i s O v e r r i d i n g 
R o y a l t y I n t e r e s t a r e s u b j e c t , and, t o t h e e x t e n t i t c o n t r o l s such 
m a t t e r s , a c t as a r easonab ly p r u d e n t o p e r a t o r i n o b t a i n i n g a l l 
l i c e n s e s , p e r m i t s , f r a n c h i s e s and o t h e r governmenta l 
a u t h o r i z a t i o n s necess i t y w i t h r o s p e c t t o t h c o w n e r s h i p , 
development and o p e r a t i c i o f t e S u b j e c t I n t e r e s t s . I n t h i s 
c o n n e c t i o n , S u b j e c t I n t e r e s t Owner s h a l l be e n t i t l e d t o use i t s 
reasonable d i s c r e t i o n i n making f i l i n g s , f o r i t s e l f and on b e h a l f 
o f t he R o y a l t y Owners , w i t h the F e d e r a l Energy R e g u l a t o r y 
Commission, t h e Depar tment o f Energy c r any o t h e r governmenta l 
body, agency, bo*.i-a, o f f i c i a l o r commission h a v i n g j u r i s d i c t i o n , 
a f f e c t i n g t h e p r i c e s and o t h e r m a t t e r s w i t h r e s p e c t t o wh .ch 
S u b j e c t M i n e r a l s may be s o l d . A d d i t i o n a l l y , i f a l l o r a p o r t i o n 
o f the S u b j e c t I n t e r e s t s r e l a t e t o F e d e r a l l eases , S t a t e leases , 
I n d i a n leases o r o t h e r leases f o r w h i c h a p p r o v a l o f an assignment 
o f an i n t e r e s t t h e r e u n d e r must be o b t a i n e d p r i o r t o t h e da te 
h e r e o f , S u b j e c t I n t e r e s t Owner s h a l l , t o t h e e x t e n t i t c o n t r o l s 
such m a t t e r s , o b t a i n approva l ( i f r e q u i r e d ) p r i o r t o t h e date 
h e r e o f f rom a p p r o p r i a t e a u t h o r i t i e s o r persons f o r t h s 
assignment t o R o y a l t y Owner o f t h e O v e r r i d i n g R o y a l t y I n t e r e s t . 

ARTICLE IX 

Ass ignments 

SECTION 9 . 0 1 . Assignment by S u b j e c t I n t e r e t Owner. 
W i t h o u t the A g e n t ' s p r i o r w r i t t e n consen t i n each i n s t a n c e , 
S u b j e c t I n t e r e s t Ovner s h a l l n o t have t h e r i g h t t o a s s i g n , s e l l , 



transfer or cor.vrey the Subje;* i n t e r e s t s , cr r iy part thereof cr 
interest t h e r e i n , except pursuant .o S'tcv.ion 5.05 cr Ar t ' c l e VI 
hereof and Section 5.1 of the FurchAS* Acre«»'!.ent. 

SECTION 9.02. Assignment by Royalty Owners. Each Royalty 
Owner has the r i g h t t o assign i t s Overriding Royalty In t e r e s t in 
whole or i n pa r t to an assignee which i s not prohibited by any 
federal or st a t e law or regulation from owning an i n t e r e s t i n tr.e 
Subject I n t e r e s t s . Subject I n t e r e s t Owner may continue to t r e a t 
each e x i s t i n g Roy^'ty Owner as owner of i t s Overriding Roy i l t y 
Interest u n t i l re^ .ving a c e r t i f i e d copy of an assignment of a l . 
or any portion thereof. In the event that ary :.oyalty Owner 
assigns i t s Overriding Royalty I n t e r e s t to two cr more assignees, 
such assignees s h a l l ( i ) designate one of themselves as t h e i r 
agent to represent them i n a l l matters hereunder and ( i i ) 
designate a s i n g l e paying agent t o receive the payment of t h e i r 
aggregate share of 90% of the Net Proceeds and d i s t r i b u t e such 
amcunt received to the assignees. 

ARTICLE X 

Records and Reports 

SECTION 10.01. Books and Records. Subject I n t e r e s t Owner 
shall at al? times maintain true and correct books and records 
s u f f i c i e n t t o determine the amounts payable to Royalty Owners 
hereunder, i n c l u d i n g , but not l i m i t e d t o , a Net Proceeds account 
to which Gross Proceeds and Production Costs are credited and 
charged. 

SECTION 10.02. Inspections. The books and records referred 
to in Section 10.01 s h a l l be open at the o f f i c e of Subject I n ­
terest Owner during normal business hours f o r inspection, audit 
and copying by Royalty Owners and t h e i r representatives. Unless 
prohibited under c o n f i d e n t i a l i t y agreement with n o n - A f f i l i a t e s , 
the Subject I n t e r e s t Owner, upon w r i t t e n request, s h a l l furnish 
the Agent on behalf of the Royalty Owners with any and a l l 
information p e r t a i n i n g to the Subject In t e r e s t s or the properties 
r e l a t i n g thereto i n the Subject I n t e r e s t Owner's possession or 
that car. be obtained by the Subject I n t e r e s t Owner with reason­
able cost or expense. The Royalty Owners w i l l attempt to 
minimize the costs incurred by Subject I n t e r e s t Owner i n 
connection with audits conducted pursuant to t h i s Section 10.02. 
No more than two audits w i l l be conducted i n any calendar year. 

SECTION 10.03. Statements and Reports. (a) Subject I n t e r ­
est Owner s h a l l f u r n i s h to the Agent on behalf of the Royalty 
Owners a special purpose report prepared by a n a t i o n a l l y 
recognized f i r m of independent c e r t i f i e d public accountants i n 
accordance with generally accepted a u d i t i n g standards, w i t h i n 90 
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d a y s a f t e r the c l o s e o f each ca lendar y e a r , e x p r e s s i n g an o p i n i o n 
as t o t he compu ta t i on o f Net Proceeds p r e p a r e d on a cash b a s i s . 
Such computa t ion s h i i l l i n c l u d e (a) Gross Proceeds r e c e i v e d by c r 
c r e d i t e d t o the R o y a l t y Owners and Gross Proceeds r e c e i v e d by o r 
c r e d i t e d t o the S u b j e c t I n t e r e s t Owner and (b) a summary 
i t e m i z a t i o n , by t y p e a n d / o r c l a s s i f i c a t i o n , o f t he t o t a l c o s t s 
and expenses p a i d by S u b j e c t I n t e r e s t Owner o r i t s A f f i l i a t e s and 
u s e d i n c a l c u l a t i n g Ne t Proceeds. 

(b) W i t h i n 90 days a f t e r t he c l o s e o f each ca l enda r year , 
S u b j e c t I n t e r e s t Owner s h a l l f u r n i s h t o t h e Agent on b e h a l f o f 
t h e R o y a l t y Owners an e n g i n e e r i n g r e p o r t as o f t h e immed ia t e ly 
p r e c e d i n g Pecember 31 p repa red by a q u a l i f i e d independent 
p e t r o l e u m engineer r e a s o n a b l y s a t i s f a c t o r y t o t he Agen t , s e t t i n g 
f o r t h t he o i l and gas r e se rves a t t r i b u t a b l e t o t he S u b j e c t 
I n t e r e s t s and the p r e s e n t d i s c o u n t e d v a l u e o f such o i l and gas 
r e s e r v e s toge the r w i t h a p r o j e c t i o n o f t h e r a t of p r o d u c t i o n ar 
n e t income by year ( u s i n g p r i c i n g a s sumpt ions and d i s c o u n t r a t e s 
p r o v i d e d by Agent) w i t h r e spec t t h e r e t o . I n t h e even t S u b j e c t 
I n t e r e s t Owner d i s c o v e r s t h a t an even t has o c c u r r e d wh ich may, i n 
t h e reasonable o p i n i o n o f Sub j ec t I n t e r e s t Owner, l e ad t o a 
r e d u c t i o n o f r e se rves o f more than 10 p e r c e n t , e x c l u d i n g a 
r e d u c t i o n as a r e s u l t o f normal p r o d u c t i o n o r due t o a decrease 
i n t h e p r i c e o f o i l o r gas , Sub e c t I n t e r e s t Owner w i l l n o t i f y 
t h e Agent w i t h i n 30 days o f such d i s c o v e r y , w i l l make a v a i l a b l e 
a l l o f i t s r ecords r e l a t i n g t h e r e t o , and w i l l make a v a i l a b l e 
a d d i t i o n a l e n g i n e e r i n g work r e l a t i n g t o t h e a f f e c t e d p r o p e r t i e s 
and any es t imates and r e p o r t s which t h e S u b j e c t I n t e r e s t Owner 
h a s i n t e r n a l l y p r e p a r e d . 

(c) On or b e f o r e t h e date c f payment as s p e c i f i e d i n 
S e c t i o n 2 .01 h e r e o f , S u b j e c t I n t e r e s t Owner s h a l l d e l i v e r t o t h e 
A g e n t on beha l f o f t h e R o y a l t y Owners a s t a t emen t showing: 

( i ) the c o m p u t a t i o n o f Net Proceeds a t t r i b u t a b l e t o t he 
immedia te ly p r e c e d i n g month and t h e c o m p u t a t i o n o f Net 
Proceeds p a i d t o R o y a l t y Owner3 f r o m and a f t e r t he C l o s i n g 
Date u n t i l t h e end o f such month; 

( i i ) a summary o f t h e compu ta t i on made o r o t h e r methods 
used i n d e t e r m i n i n g the Wellhead V a l u e o f S u b j e c t M i n e r a l s 
d u r i n g such m o n t h ; 

( i i i ) a l i s t o f t h e w e l l s spudded or. t h e S u b j e c t I n t e r e s t s 
d u r i n g s i c h m o n t h , a s ta tement o f t h e c o s t o f each w e l l 
completed or abandoned, and a s t a t e m e n t d e s c r i b i n g the 
reason f o r a b a n d o n i n g any w e l l ; 
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( i v ) a general d e s c r i p t i o n of a l l material marketing 
arrangements, or any changes thereof, that have been made 
with respect t o Subject Minerals produced during such month; 

(v) a d e s c r i p t i o n of each sale, farmout, abandonment or 
other d i s p o s i t i o n of an i n t e r e s t i n the Subject I n t e r e s t s by 
Subject I n t e r e s t Owner during such month; and 

( v i ) the status of development, enhanced recovery and other 
operations conducted by Subject I n t e r e s t Owner on the 
Subject I n t e r e s t s . 

3ECTION 10.04. Royalty Owners' Exceptions to Statements. 
I f t h e Agent on behalf of the Royalty Owners s h a l l take exception 
t o any item or items included i n the monthly statements rendered 
by Subject I n t e r e s t Owner or to the computations of the Wellhead 
Value of any Subject Minerals and such exception i s made w i t h i n 
two years a f t e r such monthly payment date, the Agent on behalf cf 
the Royalty Owners s h a l l n o t i f y Subject I n t e r e s t Owner i n 
w r i t i n g , s e t t i n g f o r t h i n such notice the s p e c i f i c charges com­
p l a i n e d of and t o which exception i s taken or the s p e c i f i c 
c r e d i t s which should have been made and allowed; and w i t h respect 
t o such complaints and exceptions as are j u s t i f i e d , adjustment 
s h a l l be made. Any exception not made w i t h i n such two-year 
p e r i o d shall be deemed waived. Subject t o the provisions of the 
f i r s t two sentences hereof, neither any course of dealing on the 
p a r t of the Agent on behalf of a Royalty Owner nor any f a i l u r e cr 
delay of the Agent on behalf of a Royalty Owner to take exception 
t o any such item or items s h a l l operate as a waiver of a Royalty 
Owner's r i g h t t o take such exception. 

SECTION 10.05. Geological Data. Upon request, the Subject 
I n t e r e s t Owner s h a l l , subject to t h e i r reasonable a v a i l a b i l i t y 
and the l i m i t a t i o n s of c o n f i d e n t i a l i t y undertakings with co-
owners or other t h i r d p a r t i e s , f u r n i s h to the Agent and i t s duly 
authorized agents and representatives, including i t s advisers and 
consultants (herein c o l l e c t i v e l y r e f e r r e d t o as " i t s agents"), 
copies of a l l e l e c t r i c and other logs of a l l wells hereafter 
d r i l l e d on the Subject In t e r e s t s , and the Agent and i t s agents 
s h a l l also have access to a l l records regarding a l l cores, 
c u t t i n g s , and other geological, w e l l and production data secured 
from operations on the Subj : t I n t e r e s t s . A l l information 
f u r n i s h e d to the Agent pursuant t o t h i s Section i s c o n f i d e n t i a l 
and f o r the sole b e n e f i t of the Agent and the Royalty Owners and 
s»-all not be shown by the Agent to any Person other than the 
Royalty Owners. 



ARTICLE XT 

Miscellaneous 

SECTION 11 .01 . Term. The terms o f t h i s Conveyance s h a l l 
remain in force so long as the leasehold and other In te res t s 
s u b j e c t hereto are i n e f f e c t . 

SECTION 11.02. Further Assurances. Should any a d d i t i o n a l 
instruments of assignment and conveyance be required to describe 
more s p e c i f i c a l l y any in te res t s subject hereto, Subject In t e re s t 
Owner and Royalty Owners agree to execute and d e l i v e r the sar.e. 
A l s o , i f any other or add i t iona l instruments are required in 
connect ion wi th the t r a n s f e r of any State or Federal lease i n t e r ­
e s t s i n order to comply wi th appl icable laws or regu la t ions , 
S u b j e c t In teres t Owner and Royalty Owners w i l l execute and 
d e l i v e r the same. 

SECTION 11.03. Notices. Except as otherwise expressly pro­
v i d e d i n t h i s Conveyance, a l l no t ices , payments, demands, 
reques ts or other cotrununic* t ions requ i red or permit ted t o be 
g i v e n pursuant t o t h i s Cor.-eyance s h a l l be i n w r i t i n g and may be 
g i v e n e i ther (a) i n person,- (b) by Uni ted States m a i l , c e r t i f i e d 
o r reg is te red , r e t u r n rece ip t requested, postage prepaid, (c) by 
p r e p a i d telegram, t e l e x , cable, te lecopy, or s i m i l a r means (wi th 
s i g n e d confirming copy to fo l low by n a i l ) , or (d) by any other 
method permitted by law. In a case where notices or communica­
t i o n s are required o r permitted to be g iven to the Royalty 
Owners, such not ices or communications s h a l l be addressed to 
Chase Investors Management Corporation New York, 1211 Avenue of 
t h e Americas, 37th F loo r , New York, New York 10036, A t t e n t i o n : 
Managing Di rec tor , O i l & Gas Investments. I n the case of a l l 
n o t i c e s or communications required or permit ted t o be given to 
S u b j e c t In teres t Owner, such notices or communications s h a l l be 
addressed to Corpus C h r i s t i Hydrocarbons Company, P.O. Box 2928, 
Corpus C h r i s t i , Texas 78403, A t t e n t i o n : President, whose s t ree t 
address is The 600 B u i l d i n g , 600 Leopard, Suite 1400, Corpus 
C h r i s t i , Texas 78473. Any of the foregoing par t i es may change 
i t s address f o r no t i ces and communications by g i v i n g no t i ce i n 
w r i t i n g , s t a t ing i t s new address f o r no t i ces . For purposes of 
t h e foregoing, any n o t i c e required or permit ted >o be given s h a l l 
be deemed to be d e l i v e r e d and given on the date a c t u a l l y 
d e l i v e r e d to the address spec i f i ed i n t h i s Section 11.03. 

SECTION 11.04. Binding E f f e c t . This Conveyance s h a l l bind 
and inure to tne b e n e f i t of successors i n i n t e r e s t and assigns of 
S u b j e c t In teres t Owner and Royalty Owners. 
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SECTION 1 1 . 0 5 . GOVERNING LAW. TH? VALIDITY, EFFECT AND 
CONSTRUCTION OF THIS CONVEYANCE SHALL BE GOVERNED BY THE LAWS OT 
THE JURISDICTION I N WHICH THE SUBJECT INTERESTS ARE LOCATED. 

SECTION 11 06 . Headings . A r t i c l e and Sec t io r . headings used 
i n t h i s Conveyance a r e f o r convenience o n l y and s h a l l no t a f f e c t 
t h e c o n s t r u c t i o n o f t h i s Conveyance. 

S e c t i o n 1 1 . 0 7 . S u b s t i t u t i o n o f W a r r a n t y . T h i s i n s t r u m e n t 
i s made w i t h f u l l s u b s t i t u t i o n and s u b r o g a t i o n o f t he R o y a l t y 
Owners i n and t o a l l covenants o f w a r r a n t y by o t h e r s h e r e t o f o r e 
g i v e n r r made w i t h r e s p e c t t o the S u b j e c t I n t e r e s t s o r any p a r t 
t h e r e o f or i n t e r e s t t h e r e i n . 

SECTION 1 1 . 0 8 . I n t e n t i o n o f t he P a r t i e s . N o t h i n g h e r e i n 
c c n t a i n e d i s i n t e n d e d t o c r e a t e , nor s h a l l t he same be cons t rued 
as c r e a t i n g (under s t a t e law o r f o r t a x purposes) any m i n i n g 
p a r t n e r s h i p , c o m m e r c i a l p a r t n e r s h i p o r o t h e r p a r t n e r s h i p r e l a t i o n 
o r - j o i n t v e n t u r e . I f , however, t he p a r t i e s h e r e t o a re deemed t c 
c o n s t i t u t e a p a r t n e r s h i p f o r f e d e r a l o r s t a t e income t a x p u r ­
p o s e s , the p a r t i e s e l e c t t o be exc luded f r o m t h e a p p l i c a t i o n o f 
S u b c h a p t e r K, Chap te r 1 , S u b t i t l e A o f t h e Code ( o r any s i m i l a r 
s t a t e law) and agree n o t t o take any p o s i t i o n i n c o n s i s t e n t w i t h 
s u c h e l e c t i o n . I n a d d i t i o n , the p a r t i e s h e r e t o i n t e n d t h a t t he 
O v e r r i d i n g R o y a l t y I n t e r e s t conveyed hereby by S u b j e c t I n t e r e s t 
Owner t o Roya l ty Owners s h a l l a t a l l t i m e s be t r e a t e d as a non-
o p e r a t i n g "economic i n t e r e s t " i n t he S u b j e c t M i n e r a l s w i t h i n the 
m e a n i n g o f the Code ( o r any c o r r e s p o n d i n g p r o v i s i o n s o f 
s u c c e e d i n g law) and a n o n - o p e r a t i n g m i n e r a l r i g h t f o r s t a t e law 
p u r p o s e s . 

THE OVERRIDING ROYALTY INTEREST CREATED BY THIS CONVEYANCE 
I S A RIGHT AFFECTING AND BURDENING THE SUBJECT INTERESTS. THIS 
CONVEYANCE CREATES AN INTEREST IN REAL PROPERTY, AND THE 
COVENANTS CONTAINED I N THIS CC VEYANCE ARE COVENANTS RUNNING WITH 
AND BURDENING THE LAND. IN ADDITION TO THE RIGHTS AND COVENANTS 
CONTAINED IN THIS CONVEYANCE, ROYALTY OWNERS ARE ENTITLED TO ALL 
OF THE BENEFITS, IMPLIED RIGHTS, AND COVENANTS TO WHICH OVER­
RIDING ROYALTY INTEREST OWNERS ARE ENTITLED AS A MATTER OF LAW. 

S e c t i o n 11 .09 . C o u n t e r p a r t Exe • n . T h i s Conveyance may 
be e x e c u t e d i n m u l t i p l e c o u n t e r p a r t s , each o f wh ich s h a l l be 
deemed an o r i g i n a l agreement f o r a l l purposes hereunder . 

T h i s Conveyance i s b e i n g executed i n s e v e r a l o r i g i n a l 
c o u n t e r p a r t s a l l o f w h i c h a re i d a n t i e a l , excep t t h a t , t o f a c i l i ­
t a t e r e c o r d a t i o n , t h o s e pages o f Schedule B which c o n t a i n s p e c i ­
f i c d e s c r i p t i o n s o f Leases a f f e c t i n g l a n d s l o c a t e d i n r e c o r d i n g 
j u r i s d i c t i o n s e the r t h a n the j u r i s d i c t i o n i r . which the p a r t i c u l a r 
c o u n t e r p a r t i s t o be r e c o r d e d are i n c l u d e d by r e f e r e n c e o n l y . 



Each o f such c o u n t e r p a r t s s h a l l , f o r a l l purposes , be deened t o 
be an o r i g i n a l , and a l l such c o u n t e r p a r t s s h a l l t o g e t h e r c o n s t i ­
t u t e b u t one and t h e same Conveyance. A c o u n t e r p a r t o f t h i s 
Conveyance w i t h c o m p l e t e e x h i b i t s i s t o be f i l e d i n t h e o f f i c i a l 
r a a l p r o p e r t y r e c o r d s o f Matagorda County , Texas. 

S e c t i o n 1 1 . 1 0 . V a l i d i t y and S e v e r a b i l i t y . I f any 
p r o v i s i o n o f t h i s Conveyance i s h e l d t o be i l l e g a l , i n v a l i d o r 
u n e n f o r c e a b l e under t h e p resen t o r f u t u r e laws e f f e c t i v e d u r i n g 
t h e terra o f t h i s Conveyance, such p r o v i s i o n s h a l l be f u l l y 
s e v e r a b l e ; t h i s Conveyance s h a l l be c o n s t r u e d and e n f o r c e d as i f 
s u c h i l l e g a l , i n v a l i d o r u n e n f o r c e a b l e p r o v i s i o n had never 
c o m p r i s e d a p a r t o f t h i s Conveyance; and the r e m a i n i n g p r o v i s i o n s 
o f t h i s Conveyance s h a l l remain i n f u l l f o r c e and e f f e c t and 
s h a l l no t be a f f e c t e d by the i l l e g a l , i n v a l i d o r u n e n f o r c e a b l e 
p r o v i s i o n or by i t s severance f rom t h i s Conveyance. I n l i e u o f 
s u c h i l l e g a l , i n v a l i d o r u n e n f o r c e a b l e p r o v i s i o n s , t h e r e s h a l l t e 
added a u t o m a t i c a l l y as a p a r t o f t h i s Conveyance a p r o v i s i o n as 
s i m i l a r i n terms t o such i l l e g a l , i n v a l i d o r u n e n f o r c e a b l e 
p r o v i s i o n as may be p o s s i b l e and be l e g a l , v a l i d and e n f o r c e a b l e . 

S e c t i o n 1 1 . 1 1 . Amendments. Any amendment h e r e t o s h a l l 
become e f f e c t i v e o n l y upon the express w r i t t e n consent o f Subject: 
I n t e r e s t Owner and A g e n t , a t which t i m e i t s h a l l become e f f e c t i v e 
as t o a l l p a r t i e s h e r e t o . No amendment, m o d i f i c a t i o n o r 
a l t e r a t i o n o f t h e t e r m s he reo f s h a l l be b i n d i n g u n l e s s the same 
i s i n w r i t i n g and i s i n accordance w i t h t h i s S e c t i o n 1 1 . 1 1 . 

2 8 . 



IN WITNESS WHEREOF, the p a r t y h e r e t o has caused t h i s 
Conveyance t o be e x e c u t e d i n i t s name and b e h a l f and a t t e s t e d 
b y i t s proper s i g n a t o r y o f f i c e r s t h e r e u n t o d u l y a u t h o r i z e d , 
i n m u l t i p l e o r i g i n a l s , on, and t h e Conveyance s h a l l be 
e f f e c t i v e f o r a l l purposes as o f 7:00 a .m . , l o c a l t i m e , on 
March 8, 1989. 

W i t n e s s : 

CORPUS CHRISTI HYDROCARBONS 
COMPANY 

( " S u b j e c t I n t e r e s t Owner") 

P h i l i p M. K i n k a i d 
By. 

L e s l i e W. Dunn 
P r e s i d e n t 

B a r r y Hunsaker, J r . 

A t t e s t 2 

Emmet C. Wi l son 
A s s i s t a n t S e c r e t a r y 

[SEAL] 

THE STATE OF TEXAS § 
§ 

COUNTY OF HARRIS § 

BE IT REMEMBERED, t h a t I , J i l l A. H a t l e y , a Nota ry 
P u b l i c du ly q u a l i f i e d , commissioned, sworn and a c t i n g i n and 
f o r the S ta te o f Texas , hereby c e r t i f y t h a t , on t h i s 3 t h day 
o f March, 1939, t h e r e appeared b e f o r e me, L e s l i e W. Dunn, 
P r e s i d e n t , and Emmet C. W i l s o n , A s s i s t a n t S e c r e t a r y , 
r e s p e c t i v e l y , c f CORPUS CHRISTI HYDR0C\RB0NS COMPANY, a 
Delaware c o r p o r a t i o n , whose address i s P. 0 . Box 2928, 
Corpus C h r i s t i , Texas 78403. 

(Alabama) 

I , the u n d e r s i g n e d a u t h o r i t y , a No ta ry P u b l i c i n and f o r 
s a i d S ta te , h e r e b y c e r t i f y t h a t t h e above named persons , 
whose names as t h e des igna ted o f f i c e r s o f s a . J c o r p o r - " 
a r e signed t o t h e f o r e g o i n g conveyance, and who are kr.< »o 
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ne, a knovledged b e f o r e me on t h i s day t h a t , be ing i n f o r m e d 
o f t r s c o n t e n t s o f t h e conveyance, t h e y , as such o f f i c e r s and 
w i t h f u l l a u t h o r i t y , executed t h e same v o l u n t a r i l y f o r and as 
t h e act o f s a i d c o r p o r a t i o n . 

(Arkansas) 

On t h i s day , b e f o r e me, t h e u n d e r s i g n e d Nota ry P u b l i c , 
p e r s o n a l l y appeared t h e above named pe r scns , who acknowledged 
themselves t o be t h e des igna ted o f f i c e r s o f s a i d c o r p o r a t i o n 
and t h a t t h e y , as such o f f i c e r s , b e i n g a u t h o r i z e d so t o do, 
executed the f o r e g o i n g i n s t r u n e n t f o r t he purposes t h e r e i n 
conta ined by s i g n i n g the name o f s a i d c o r p o r a t i o n by 
themselves as such o f f i c e r s . 

( F l o r i d a ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me on 
t h i s date by t h e above named pe r sons , t h e des igna t ed o f f i c e r s 
o f s a id c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

(Lo>. .siar.a) 

On t h i s day, before me, the undersigned Notary Public i n 
and for said State, personally appeared the abeve naned 
persons, to me personally known, who, being by me duly sworn, 
d i d say that they are the designated o f f i c e r s of said 
corporation, and t h a t the seal a f f i x e d t o said instrument i s 
the corporate seal of said corporation and that the 
instrument was signed and sealed on behalf of the corporation 
by authority of i t s Board of Directors and that the above 
named persons acknowledged the instrument t o be the free act 
and deed of the corporation. 

(Mississippi) 

Personally appeared before me, the undersigned a u t h o r i t y 
i n and for said county and state, on t h i s day, w i t h i n my 
j u r i s d i c t i o n , the w i t h i n named persons, duly i d e n t i f i e d 
before me, who acknowledged t h a t they are the designated 
o f f i c e r s of sai d corporation, and t h a t f o r and on behalf of 
said corporation, and as i t s act and deed, they executed the 
above and foregoing instrument, a f t e r f i r s t having been duly 
authorized by sai d corporation so t o do. 



(Oklahora) 

This instrument was acknowledged before me on t h i s date 
by the above named persons as the designated o f f i c e r s of said 
corporation. 

(Texas) 

This i n s t r u m e n t was acknowledged b e f o r e r.e on t h i s day 
b y t h e above named persons as t he d e s i g n a t e d o f f i c e r s o f s a i d 
c o r p o r a t i o n on b e h a l f o f s a i d c o r p o r a t i o n . 

IN WITNESS WHEREOF, I have h e r e u n t o se t my hand and 
o f i i c i a l seal i n t h e C i t y o f Hous ton , County o f H a r r i s and 
S t a t e of Texas, t h i s 8 t h day o f March , 1989. 

My commission e x p i r e s : 
March 18, 1989 

P r i n t e d Name o f N o t a r y P u b l i c : 
J i l l A . H a t l e y 

Totary P u b l i c i n 
The S t a t e o f - T C x ^ 

o r 



SCHEDULE A 

ROYALTY OWNERS AND PERCENTAGES 

R o y a l t y Ov/ners Percentage 

STATE STREET BANK AND TRUST COMPANY, 3 4.5% 
as T r u s t e e under t h e AT&T Master 
P e n s i o n Trus t Agreement da ted as o f 
J a n u a r y 1, 1984 

BANKERS TRUST COMPANY, as Successor 12.7 
T r u s t e e t o Bank o f A m e r i c a , N .T . & 
S . A . under the T r u s t Agreement da ted 
as o f October 12, 1976 between 
Hughes A i r c r a f t Company and Bank o f 
A m e r i c a , as amended 

BANKERS TRUST COMPANY, as Trus tee 12.4 
u n d e r General M o t o r s S a l a r i e d 
Employees N o n - C o n t r i b u t o r y 
R e t i rement T r u s t Agreement dated as 
o t March 1, 1983. 

BANKERS TRUST COMPANY, as Trus tee 12.4 
u n d e r General M o t o r s H o u r l y - R a t e 
Employees Pension T r u s t Agreement 
d a t e d as o f March 1 , 1983 

BOSTON SAFE DEPOSIT AND TRUST 12.0 
COMPANY, as T r u s t e e under t he Kodak 
R e t i r e m e n t I/.come P l a n T r u s t 
Agreemen t dated as o f January 1, 
1975 

BANKERS TRUST COMPANY, 7.0 
a s T r u s t e e under GTE S e r v i c e 
C o r p o r a t i o n T r u s t Agreement dated as 
o f March 1, 1981 

A - l 



HOWARD HUGHES MEDICAL 
INSTITUTE 

6.0 

BOSTON SAFE DEPOSIT AND TRUST 2.0 
COMPANY, as T r u s t e e under t he 
H o n e y w e l l Master T r u s t Agreement 
d a t e d as o f December 1 , 1S88 

100* 

A l l R o y a l t y Owners ' addresses a r e c / o Chase I n v e s t o r s 
Management C o r p o r a t i o n New York as s e t f o r t h i n t h e Conveyance. 
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SCHEDULE B 

Primary Fuels, inc. 
Exhibit "A" 

Part I 
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21*16 PVirtAFY FUELS. INC. 
EXHIBIT "A" 

PART 1 

Pag* no. I 
Oat* 01/7 / f t 

' 7 '.Mm I'-afrtr 
Xcasi 

L a i i o r / L e a a a Haa>a U n i t , . 
J iaOiAPui i tx . 

126*001 
001 

1723001 
001 

OCS C >,VA.r 228 
' • .«-r MM V*at (226 . . . ) 

I.ECAL DESCRIPTION 
A l l o f Block 728, Waat Cuawron Araa , 
OCS Laaalng Nap. Ix>ulalana Nap No I 

Corput c h r i - i i Explorat. l o ' 
LA Waat Camaron Araa 

126*002 • CCS C 1293.BLK 226 
OO) 0«Mt ' ja Uaat ( 2 2 6 . . . ) 

LEGAL DESCRIPTION: 
A l l o f B lo rk 726. (toat Caaaron A raa . 
OCS Laaa Ing Nae. U u l • lana Nap No 1 

Corpua Ch r l f c t l E x p l o r a t i o n 
LA Waat Caawron Araa 

OCS C \ j i i . P " K *f l 
Kivp-..n LA V . a i 

LP HAL DESCR 1PV>N: 
A l l o f Block l o t . *>ttt Caataro- A raa . 
OCS l e a a i n g N«r. . - ' "1 • I » .* Kap i o . 1 -A 

Shall OffaH- ra. Inc 
. . . . . . \- - W*>st A d d i t i o n 

U t P i t t 

08/01/84 
S.000 0000 

07/01/8J 
•....00.0000 

07/01/13 
).0O0.oooo 



2 1 - 1 6 PR i MAH i F U E L ! , INC 
E X H I B I T 

PART . 

P . , . n o I 

D a i a • 0 7 / 7 1 / 8 9 

laMM Hvs*st|ar 
Irac I 

17610O7 
OOI 

I 7 6 70O? 

laaOCf 

I i lit' 

OCS C M i l BLK 4 1 4 
C a a v i o n U e t t 

L t - J I L DESCH I P T I O N 
A i l o f B l o c k l j | 4 , W a i t Cam 
OCS L a a a l n g Na|>. l , o u l r l a i i a 

S l U r / v - o m u i _. 
C o r p u s C h t t s t t Exp l> . ° r * i l u ' i 

I A Waal C a a e r r . n Ues t A r e a 

r o n A r e a . 
Nap No 1 

L a * D a t e 

ClM i A t m 
0 / / C I / 8 ) 

i 000 0 0 0 0 

J tega i i iM Pan 

OCS C ! 2 9 9 . B L K I s I 
0 0 1 C a a a r o n U a a t I » I . / B 9 

LEGAL D I S C m i P T I O M : 
A l l o f B l o c k 1 6 ) U a a t 
OCS L a a a l n g H e p . l o u l a l a n a 

C o i p u a Ch i i l l I O i l & C a t Co 

I A W a i t C i a r n i n U n t A i e a 

r o n A t a a . 
Nap No I 

D l J l / D 

••.oca i-ooo 

1 7 6 6 0 0 2 OCS G >100.BLK 2 1 9 

O O l C a a a r o n U a a t 1 6 1 . 2 8 9 

LEGAL D E S C I I P T I O N 
A l l o f B l o c k 7 8 9 . W a t t C a a a r o n A e a , 
OCS L a a a l n g N a p . l - o u l s l a n a Hap No 1 

C o r p u s C h r l s t l O i l 4 Cas Co 
L A U a s t Caa ta ron West A t a a 

OZ/v.1/81 
S 000 0000 

1 7 6 7 0 0 1 - OCS C i 1 1 , BLK 1 1 ) 
0 0 1 C a a a r . n Wa.-t ( ) l ) . ) 

I X C A L DESCRIPT ION 
A l l o f B l i c * } | ) , West Caaa 
OCS L a a s l n g H a p , U u l s l a n a 

Cot l m s ( t u I . I I O i l 4 Cas Co 
I A U r s t C a — t P : i U v s t * i . . 

r o n A . e a , 

Hap No 1 

O b / . ' H / B ) 
•i.OOO 'K»'^0 

OCS C i A I . r i i . 112 
Caa? M Ui ( ) 1 J . ) 

IXC A . DESCRIPT ION 
A l l o f B l o c k 1 1 2 . Wasl Caaa 
Was t A d d i t i o n . OCS L a a s l n g 

C o r p u s c h r l s t l 012 4 " a s r o 
I A Was l C s a r t o n w. • A r a a 

A m . 
H a p . L t N l l a I ana Hap No IA 

07/2.78*. 
i.OOO oooo 

'ACS C 8 4 0 7 . B IK 1 1 ) 
Caax-ton Waat Was t ( 1 1 4 ) 

LEGAI F S C R I P T I O N 
A l - I B l o c k M i . Wast Caaa 
Warn A d d i t i o n . OCS L e a s i n g 

C o r p u s C h r l s t l F s p l o r a t l o n Co 

LA Ues t C a a t c r o n - W e s l . . r e a 

r o n A t a a . 
H a p . L o u l a l a n a H .p No I A 

0 7 / 0 1 / 8 6 

i.ooo oono 

OCS t, 1 1 ^ ' SLK J 1 4 
001 Caatai m U«at Waa. ) 

LEGAL l i i l ' t V U P . I O N 
A l l o . ( . l a c k l l * . U a a t C a a a r o n « r a a . 

C o l o u r C h r l s t l E s p l o r a l l o n Ct 
LA C a a t Caaa r t i - Ue t A r a a 

07/01/8 ' . 
S.000 ( X 1 ^ 



I M H A K Y FURLS, IHC P a R . , , „ • 1 

IJdllBlT ual* 01/Ji/»9 
PARI I 

L i * D a t * 

E m i aCItX. 

i b 9 ; o o i ocs c ' . n r iu : to 
A r a g o n l t a B> i t 

L'tCAL Macai m o * 
A l l e f l i n e ' bO. 

C C S L a a s l n g Nap , 

S h a l l O i l t h c 

LA L a t l C a a * m i l A i e a 

F a i l C a a a r o n A i e a , 

U u l a l a n a Hap N.i ? 

0 / / O I / B ) 
i . (K)0 0(M)0 



I •• I ' PB I HAH Y FUELS, INC | , , , n o 1 
E X H I B I T * A * D a i a - 0 2 / 2 1 / 8 9 

HAKT I 

L a a a a f t l i a t i r r 
l i j i i i 

Lci iar/Laiaa MMH L c j » i ? t -

S t l t t V C o m H Y 

L a t _ C a i . s R t c o t d l m D a t e 

1 ) 8 1 0 0 1 - OCS C 6 6 ) 8 . B l * 267 

OOI C a a a r o n E a a t 
LEGAL DESCRIPT ION 

A l l o f B l o c k 2 6 7 . Eaat C a a a r o n A r a a . 
OCS L e a a l r . g H a p . L o u i s i a n a Hap No 2 

C o r p u s C h r l s t l E x p l n i 
I A E a s t C a a a r o n S o u l h A i a a 

O i / 1 0 / 8 4 
i .OOO OOOO 

1 ) 8 ) 0 0 2 OCS C 7 6 % . BLK 2 66 
C a a a r o n E a a t 

LEGAL DESC* 1 PT I OH 
A l l o f B l o c k 2 6 6 , Eas t C a a a r o n A r a a , 
OCS L e a a i n g H a p , L o u i s i a n a Hap No 7 

C o r p u s C h i 1st I E n p l o i a t l o n Co 
LA E a s l C a a e r o n - S o u t h A r a a 

0 6 / 2 i / 8 i 
i .OOO OOOO 



21416 em MAK Y mr.xs. INC 
E X H I B I T " A * 

PAKT I 

Paga n o . - I 
D a t a • 0 7 / 2 3 / 8 9 

LtaitfL/LaaBB Ml L t i i t t 
P r o a o t e t Haaa* sc*u-/Cu>un Y 

1779001 OCS C S4.08.B1JC 9 ) 
Topaz LA Wen 

LECAL [)ES(.H IPT I o n 

A l l o f B l o c k n , V e r a l l l o n A r e a 
OCS L a a a I n a , H a p , U i u l a l a n a Hap No 

S h a l l O f l s h o r e , 

l l l l . A r e a 

Lse p a t e 
C r o s s A c r e i 

0 7 / 0 1 / 8 3 
i . i O O 0000 



7 U 1 6 Pft l r lARY F U R U . INC 
U l l l B IT " A " 

PART I 

IAUBM WwBiitf UIHU/UBBB Mam Uutt 
l L A V i P r o a o e c t H a a a S t a t a / C u u n t v 

1 9 9 6 0 0 1 - DCS C 9 ) 1 7 . B L K BC P r i m a r y F u e l i . l n c 
0 0 1 S o u t h P U r a h l a l a n d 8 0 LA S o u l h H a n h I s l a n d S o u l h A r a a 

LEGAL DESCRIPTION 
A l l o f B l o c k 8 0 . S o u t h H a r a h I s l a n d A r a a . 

S o u t h A d d i t i o n . OCS l a a s l n g N a p . L o u i s i a n a M > No )C 

Paga no 
D a t a 

I 
0 7 / 7 1 / 8 9 

U t B a l l B a c o r d l n a D a t e 

Ciaii ociii 

06/01/88 
"j .000 oooo 



7 1 4 1 6 PRIMARY FUELS. I N C . 
E X H I B I T " A * 

PART 1 

Paga n o . - I 
D a t a - 0 2 / 2 1 / 1 9 

la lBBB W l f J f Y t r 
I i A t i 

U a a B t / U M B H a l t L c t i t t . 

rrtiBwrt nam* 
1 6 9 0 0 0 1 

0 0 1 

1 6 9 0 0 0 2 

001 

0 0 2 

OCS C 05 7A . BLK 6 ) 
S h i p S h o a l 72 

LEGAL D E S C R I P T I O N : 

F a r t o r • l o c i ' 6 ) . S h i p S h o a l A r e a . 
OCS L a a a l n g H a p , L o u l a l a n a Hap No i 

A u r a H. B e c h a r And 

LA S h i p S h o a l A r e a 

OCS C 

S h i p 

Ship 

M a g n o l i a Pa t Co 

LA S h i p S h o a l A r e a 

0 5 B A . B L K 6 4 
S h o a l 72 

L I C A L D E S C I I P T I O N 

P a r t o f B l o c k 6 4 . S h i p S h o a l A r e a . 
OCS L a a a l n g N a p , L o u l a l a n a Hap No 'J 

S h o a l 72 LA S h i p S h o a l A r a a 
P a r t o f B l o c k 6 4 . S h i p S h o a l A r e a . 
OCS L a a a l n g H a p , L o u l a l a n a Hap No i 

l a c o r d l n * D a t e 

J i a a a l A t t t l 

08/13/4 6 BK 42* d l 774 
l . l l l . 4 4 0 0 

0 9 / 1 4 6 
9 1 / 5 0 0 0 

17 1700 

1 6 9 0 0 0 1 - OCS C 0 i . 9 A . B L K 7 1 
0 0 1 S h i p S h o a l 72 

LEGAL D E S C I I P T I O N : 
B l o c k 7 1 . T r a c t 7 8 5 . S h i p S h o a l A r e a . 
OCS L a a a l n g N a p , L o u l a l a n a Nap No 5 

H a g n o l i a Pet Co 
LA S h i p S h o a l A r e a 

169O0O4 - OCS C 0 6 0 A . B L K 77 

0 0 1 S h i p S h o a l 72 
LEGAL D E S C R I P T I O N : 

B l o c k 7 1 . T r a c t 7 8 6 . S h i p S h o a l A r e a . 
OCS L e a a i n g N a p , L o u l a l a n a Nap No 5 

H a g n o l i a Pa t Co 

LA S h i p S h o a l A r e a 

O V 1 7 / 4 6 
7 . 5 0 0 0 0 0 0 

0 9 / 1 7 / 4 6 
i .OOO 0 0 0 0 

1 6 9 0 O O i • OCS C 0 6 ? A . B L K 1 7 

0 0 1 S h i p S h o a l 72 
LEGAL D E S C I I P T I O N : 

l l o c k 8 7 . T r a c t B O I . S h i p S h o a l A r e a . 
OCS L a a a l n g H a p . L o u i s i a n a Hap N o . i 

H a g n c l U P r t Co 
I A S h i p S h o a l I r e a 

0 9 / 1 7 / 4 6 
1 . 9 5 1 1100 



21416 PRINARY FtlH \ . INC 
EXHIBIT "A" 

r*.J«T I 

Paga n o . - 2 
D a t a 0 2 / 2 1 / 8 9 

I r a c t 
UBI9I/UBBB VMM UtMMMM 

tutaast mm J » U l t / C t f " l H Y 

OCS C i i i ? . B L X 2 0 1 
B r o a e l l s d 

LEGAL DESCH I P T I O N 

A l l o f B l o c k 2 0 1 . S h i p S h o a l A r a a . 
OCS L a a a l n g H a p . L o u l a l a n a Nap N o . i 

S h e l l O f f s h o r r . I n c 
LA S h i p S h o a l A r e a 

LIB Pm 
C r o s s A c i e s 

0 / / 0 I / 8 J 
5.000 0000 

R e c o r d i n g D a t a 

1 / 0 4 0 0 2 - OCS C i i i S . B L K 2 0 2 

B r o a e l t a d 
LEGAL D E S C R I P T I O N : 

A l l o f B l o c k 2 0 2 . S h i p S h o a l A r e a . 
OCS L a a a l n g H a p . L o u l a l a n a Hap No 5 

S h a l l O f f s h o r e . I n c 
I A S h i p S h o a l A r a a 

0 7 / 0 1 / 8 1 
i .OOO OOOO 

2002001 OCS C 5568 
S h i p S h o a l B l k 2B5 

LEGAL D E S C R I P T I O N : 
A l l o f B l o c k 2 8 2 . S h i p S h o a l A r a a . 
OCS L e a s i n g H a p . L o u i s i a n a Hap No 

Sun E x p l o r a l i o n an i l P r o d u c l i 
LA S h i p S h o a l A r e a 

0 / / 0 1 / 8 1 

i .OOO 0 0 0 0 

OCS C i i 6 9 
O O l S M p S h o a l B l k ? B i 

LECAL D E S C R I P T I O 
A l l o f B l o c k 
OCS L a a a l n g 

A a e r a d a Hess C o i p o r a l I o i 
I A S h i p S h o a l A r a a 

. S h i p S h o a l A r e a . 
L o u i s i a n a Nap No 

2 0 0 8 0 0 1 - OCS C 6741 

0 0 1 S h i p S h o a l B l k 1 7 3 / 1 7 4 
LECAL D E S C R I P T I O N : 

A l l o f B l o c k 1 7 ) . S h i p S h o a l A r e a . 
OCS L e a s i n g , H a p . L o u i s i a n a Hap N o . 

U n i o n T e x a s P e t r o l e u a C o a p a n y 
LA S h i p S h o a l A r e a 

0 / / 0 I / 8 I 
i.OOO oooo 

06/01/84 
i .000 0000 

2 0 0 8 0 0 2 - OCS C 9618 U n i o n T e x a s P e t r o l e u a C o a p a n y 0 7 / 0 1 / 8 8 
0 0 1 S h i p S h o a l B l k 1 7 3 / 1 7 4 LA S h i p S h o a l A r a a i .OOO 0 0 0 0 

LECAL D E S C R I P T I O N : 
A l l o f B l o c k 1 7 4 , S h i p S h o a l A r e a . 
OCS L e a a i n g H a p , L o u i s i a n a Hap H o . 5 



2 1 4 1 6 PRIMARY FUELS. INC 
E X H I B I T • A " 

PART I 

LtiioiVUart HAM Uksss-
I u u frgipuci BAM state/county 

1 9 9 0 0 0 1 - OCS C 9 6 6 4 . BLK 2 ) 7 P r t a a r y F u e l s . I n c 
O O l Souch T l s s b a l l e r B l o c . . 2 ) 7 LA S o u c h T l a v b a l l a r A r e a 

LECAL DES C B I P T I ON 

A l l o f B l o c k 2 ) 7 . S o u t h T l o b a l l e r A r a a . S o u t h A d d i t i o n . 
OCS L o a a I n g H a p . L o u l a i a n a Hap No 6A 

Paga n o - 1 
D a t a 0 2 / 7 ) / B 9 

Lu Pan RtiPidlna Pali 
Cross Acrea 

07/oi/ia 
•> 000 .0000 



71616 PRIMARY FUELS, INC 

EXHIBIT -A" 

PART I 

Page no. - 1 
Data - 02/23/89 

I t B J B V m \ t M l L e s s o r / L e a s e Haaa L f i J U f S L t i B a i l R C K g t d l n t . D l t B 
I i a X t P r o a p . - c t Naaa S t B t t / ^ P T t 1 Y C j g s a A C L t a — 

1955001 - OCS C 7793. BLK 98 Corpus C h r l s t l E x p l o r a t i o n Co. 09/01/85 

OOI O o l t a Waat 98 LA Wast D e l t a A r e a 5.OOO 0 0 0 0 

LECAL DESCRIPTION: 

A l l o f B l o c k 9 8 . Weat D e l t a A r e a . 
OCS L a a a l n g H a p , L o u i s i a n a Hap No 8 



21416 PRIMARY FUELS. INC 
E X H I B I T - A " 

PART I 

L e a s e ByajfctX 

I X A V L 

1.25001 • 

L B I B P I / L B B I B MBM •Lent*-

Uaaaa&l n*mt S'tU/CgunlY 

S h e l l O l f s h o r e . I n c . 
i t h P a s s - S o u t h A r e a 

OCS C 5 0 5 2 . BLK 8 ) 
Nana I A Sc 

LECAL DESCRIPT ION: 
A l l o f B l o c k B l , S o u t h Paas A r e a . S o u t h f> E a s t A d d i t i o n 
OCS L a a a tna . N a p . L o u l a l a n a Hap N o . 9A 

Page n o . 1 
D a t * 0 2 / 2 1 / 8 9 

1 s t Da te n t C B t d l D B C t l i . 

Ssau Attn 
04/01/8? 

5.000 0000 



J 1 M 6 PR I HARY FUELS. INC 
E X H I B I T " A * 

PART I 

P a g * n o . 1 
D a t a - 0 2 / * 1 / 1 9 

l i f l B I B H y a t m 
l i a i i J l a t r / C o u n t v 

OCS C 7 8 0 5 . B I X 109 
i l a l n Paaa S o u t h a a a t 

LECAL DESCRIPTION 

A l l o f B l o c k 109 H a i n Paas A r e a . 
OCS L a a a l n g H a p . U u l s t a n a Hap Ho 

' A H a i n Pass S o u t h 4 l a s t A r t 

10 

L e r D a t t 

v l ° » A c r e s 

09/01/85 
4.994 5500 

Recording Dsta 

1*9500* 

1695C05 

S h a l l O l f s h o r e . I n r . 
I A H a i n Pass S o u t h 6, E a s i A n a 

l o 9 5 0 O ) - OCS C 5 7 1 4 . B L K 2 0 2 
Anna p u m a 

LECAL DSSCRIPT ION 
A l l o f B l o c k 2 0 2 , H a i n Pass A t a a . S o u t h 4 E a s l A d d i t i o n . 
OCS L a a a l n g H a p . L o u i s i a n a Nap No 10A 

OCS C 5 7 1 5 . B L K 2 0 1 
A n n a p u r n a 

LECAL DESCH I PTION 
A l l o f SI • k 2 0 ) H a l o Paas A r e a , 
OCS U a e I n g N a p . U u l s t a n a Hap No 10 

S h a t l O f f s h o r * . I n c 
I A H a i n P s s s S o u t h 4 East A r e a 

OCS C 5 7 1 6 . B I X i 0 $ 
A n n a p u r n a 

latfUsL DESCR I PTION : 
f . l I a f l l e t 2 0 8 . H a i n Pass A r a a . 
OCS U a a i n g H a p . U u l s I s n a Na-. No 

S I . e l i O l f s h o t * . I t 
l A H a i n Pass S o u t h 4 P a n 

17)0001 - OCS S 4122 B'.V 715 

001 Shasts 
l l / l . DESCRIPTION: 

A l l o f B l o c k 2 1 5 . N a l n P -sa A r e a 
OCS U a e l o g H< |> l o u t * I m a Nap N 

S h e ) 1 O i l s h o i a . I n c . 

I A H a i n P a n * S o u t h 4 Eas t A r a a 

i o u t t t 6 f l 
I OA 

A d d i t i o n . 

07 /01/81 

4.094 5500 

07/01/81 
4.194 5500 

07.-01/81 

4 . 94.5500 

04/01/84 

4.994.5500 



PR I MAB Y FliF.I-S. INC 
E X H I B I T " A " 

PART I 

l a i n Iturtaix 
T r a c L 

i nooo? 

17)0003 

LBIBBI/LBBBB MBBW 

r m i m t t Hai 

S h e l l O f f e h o r e . l n c 
I A H a l n P a c e - S o u t h L E a s t A r a a 

OCS C 4 8 7 1 . B L K 7 1 4 
S h e a t a 

LECAL DESC* I P T I O N 
A l ) o f B l o c k 7 1 6 . N a l n Pass A r a a . S o u t h 6 E a s t A d d i t i o n . 
OCS L a a a l n « , K a p . L o u l a l a n a Nap No I 0 A 

S h e l l O l l i h o r e , I n . 

I A N a l n Pass S o u t h 4 Eas t A r a a 
OCS C 6 8 7 4 . BLK 2 2 4 

S h e e t s 
LECAL D B S C R I P T I O N 

A l l o f B l o c k 2 2 4 . H a l n Paee A r a a . S o u t h 4 E a s t A d d i t i 
OCS L a a a I n e , N a p . l o u l a l a n a Hap No 10A 

Paga no 
D a t a 

2 
0 2 / 2 1 / 8 9 

U e _ i c s u l a X t t i l l a PBL8 

BlflM Atr. i i 

0 6 / 0 1 / 8 4 
- . 9 9 4 5 SOO 

0 4 / 0 1 / 8 4 
4 . 9 9 * 5 ) 0 0 



2 1 - I b PRIMARY FUELS. INC 
EXHIBIT "A* 

PART I 

P a g * n o 1 
D a t * 0 2 / 7 1 / 8 9 

l i f i iB maBtrtr i ^ . ao r / i a * . * Ha— Lf i iT f Lat Ball B t tg i t l l i u Batt 
I i a \ £ £ P r o i o * c t Haa>* S u t e / C y u n t - tfjoaj ACIBB 

1 2 6 2 0 0 1 - OCS C 5694 .BLX 9 8 C o r p u s C h r l s t l E x p l o r a t i o n (.o 0 / / 0 1 / 8 1 
O O l N a l n Paaa 98 I A H a l n Pasa A r a a 4 . 9 9 4 5500 

I-FOAL DESCRIPTION: 

A l l o f B l o c k 9 8 . H a l n Pass A r a a . 
OCS L a a a l n g H a p , L o u l s l s n a Nap No 10 

1864001 - C»:S C 7BOO,BLK 41 P Corpus C h r l s t l E x p l o r a l i o n Co 07/01/85 

0 0 1 N a l n Paas 4 1 P 4 C I A h a l n Paas A r e a 1 6 / 0 5 0 0 
LECAL D E S C R I P T I O N : 

A l l o f B l o r k 4 1 F . H a l n Paaa A r e a . 
OCS L e a e l r u * N a p , L o u l a l a n a Hap Ho 10 
B e i n g t h a t p o r t i o n o f B l o c k 4 1 . H a l n Pass A r e a . OCS L e a s i n g H a p . 
L o u l a l a n a N a p No 1 0 . s e a w a r d o f t h a I l n e e s t a b l i s h e d p u r s u a n t t o 
S a c t l o n B ( g ) o f t h e OCS L a n d a A c t a s a a e n d e d . s p e c i f i c a l l y 
d a a c r i b a d a a f o l l o w s 

INTERSECTIONS ARC CENTERS 

X Y X Y 

1 7 771 tQ7 91 ' 261 110 oo- I-? 2 689 10V 750 195-

2 . 7 770 195 0b' 769 780 17- 2 1 7 688 71V 25? 715' 

i . 7 719 669 08' 2 70 705 oo­ *1 4 2 681 91V 257 755' 

4 7 714 611 I V 7 70 705 oo-
5 7 714 611 25' 767 01 7 50' 

6 7 709 100 oo­ 267 01 7 •iO' •Tangent Segaent 

7 7 709 100 oo- 761 110 CO' 

8 7 721 402 91- 761 110 00' 



21416 PRIMARY FUEI , INC 

E X H I B I T " A * 
T.-Jil I 

Paga nc - 2 
D a t a 0 2 / 2 1 / H 9 

\MMMt tsmtai 
i i g c j 

L a i i q i / U B B l I B B W 
f l B I P t U Maatt JLLBiX. LyuuiX. 

1 8 6 4 0 0 ? 

OOI 
C o r p u a C i r l a t l E x p l o r a t i i 

LA H a l n Paas A r e a 
OCS C 7 8 0 1 . B IX 4 3 C 

H a l n Paee 4 3 F 4 C 
LECAL DESCRIPT ION 

A l l o f B l o c k 4 3 C . H a l n Peae A r e a . 
OCS L a a a l n g H a p . l o u l a l a n a Hap H o . 10 
Ba l o g t h a t p o r t i o n o l B l o c k 4 ) . H a l n Pass A r e a . OCS L a a s l n g H a p . 
L o u l a l a n a Hap No 10, l a n d w a r d o f t h e l l n a a a t a b l l a h e d p u r a u a n t t o 
S a c t l o n B ( g ) o f t h a OCS Landa A c t ae a a e n d e d , s p a r I f I t c 1 1 y 
d a a c r i b a d a a f o l l o w e : 

Li t Ball 
C r o s s A c r e s 

0 7 / 0 1 / 8 5 
I . 6 4 1 9800 

RtCflldliU Bail 

INTERSECTIONS ARC CENTERS 

X Y X Y 

2 7 2 ) 4 0 2 9 1 ' 263 110 0 0 " 1 7 2 689 1 0 V 750 1 9 5 ' 

? 770 195 0 4 ' ?b9 780 17" 2 1 7 688 7 1 5 ' 757 2 1 5 ' 

2 7 i 9 6 6 9 0 8 ' JII) 70S oo­ * ) -4 7 6 8 1 9 1 5 ' 757 755" 

2 714 6 ) 1 . 2 5 " Jh) 70S oo-
? l\u 6 ) 1 2 5 " 267 017 5 0 " 

? ; o 9 100 0 0 " 267 0 1 7 5 0 ' • T a n g r n t S e g a r n ! 

2 109 100 0 0 ' 263 330 IM)' 

I 7 7 1 4 0 2 » r 2 6 ! 130 OIJ' 



71616 PHIHARY FUELS. INC 
EXHIBIT "A" 

PART 1 

Laait HwBBTBr 
I X A t i 

1697001 

St i t e /Cgyn tY 

OCS C S719.BLK 22 
A c h i l l a s 

LET »L DESCRIPTION 
A l l o l B lock 22. Chandalaui Area . 
OCS Leaaing Hap. Loulalana Hap No 

S h e l l O f f a h o r a . 
IA Chandeleur Araa 

' 1 

16920O2 OCS C S 742, BLK 16 
A c h i l l e a 

LECAL DESCRIPTION 
A l l o f Block 14. Chandelaur Area . 
OCJ Leaa ing Hap. Loulalana Hap No I I 

S h a l l O f f a h o r e , Inc 
tA Chandeleur Area 

Paga n o . 1 
Data - 02/21/89 

l i t tau attBitUiu Pair, 
total tsxaa 

07/01/81 
i.OOO.0000 

07/01/81 
S.000.0000 



2 1 4 1 6 PRIMARY FUELS, INC 
E X H I B I T - A -

PART I 

Pagr no 1 

D a t e 0 2 / 2 1 / " ' 

T r a c e 

1)01001 

L e s s o r / L e a s e H i 

j -mv/tauH'Y 

OCS C 6 0 4 ) . BLK 6 5 1 
H a t a g o r d a l a l a n d 6 5 1 

LECAL DESCRIPTION 

A l l e f B l o c k 6 ) 1 . H a t a g o r d a I s l a n d A r r a . 

OCS L e a a i n g H a p . I » a a Hap No 4 

C o r p u s C h r l s t l O i l 6, Cas Cn 

TX H a l a g o r d a I s S B A r e a 

La r D a t e 

SXOJEI At i ta 

1 0 / O l / B l 
• ) . 760 0 0 0 0 

H c c o r d l n s D a t a 

1 1 0 2 0 0 1 - OCS C 6 0 5 2 . BLK 6 S 7 

H a t a g o r d a l a l a n d 6 8 7 

LECAL D E S C R I P T I O N : 
A l l o f B l o c k 6 6 7 . H a t a g o r d a I s l a n d A r e a . 
OCS L a a a l n g H a p . T e i a s Hap N o . 4 

C o r p u s C h r l s t l O i l 6 Cas Cn 
TX M a t a g o r d a t s S B. A r a a 

1 7 0 8 0 0 1 • OCS C 4 9 9 7 . B L K 5 8 8 
C o r t e z 

LECAL D E S C R I P T I O N : 
A l l o t B l o r k SBB. H a t a g o r d a I s l a n d A r e a . 
OCS L e a a i n g H a p . T e i a a Hap No 4 

S h e l l Of I s h o r e . I n c 

TX H a l a g o r d a I s S B A r e a 

1 0 / 0 1 / 8 1 
5 . 7 6 0 0 0 0 0 

0 4 / 0 1 / 8 7 
V 760 0 0 0 0 



L e t t * , • • • f e t f - L l l l O t l L g l l l - l l l t . 

I I 4 . 0 . I 1 ! " 1 •« f - • - * I«I ̂  111 • ! 1» 1 • • • 
OOI l u l l t l l I I I 

L i e n ; 11 c i 1 1 1 : o« 

M I I I I I r u n s . INC . 
i i m i r • » " 

M i t I 

- r - r - ; » r l > t l l t l 
S t l t l / f i l l l E l 

P i l i i M r • • 1 • . l i e . 
T t I l l l l l I . t . I I I ! 

. , L i t . D l t l 
4 l 8 , o 7 o , / M " 

•> . > 6 0 0 0 0 b 

. . . . • 

l l C l t i l l l . l l t l . 

1 1 1 4 0 0 2 - OCS I « I 4 S . I L I 4 
00 I I i r l l • 

L i l l l 
I ' l 0 

•LOCI 1 ) 7 . I t l l O S I I I I . OCS L I 1 S I I 0 I I P . T I I I S RIP NO. S 

I l l i u < • ( . • • / O t / O I / l . I O I I I S Ft J I I 
T t I m n S . I . J . t o o n o o 

I I S C I I P T I O I : aj, 
• L i e t t i i . i i n o s I I I I . o c s L t i s i i e H P . T H I S R I P NO S 

1 2 1 * 0 0 1 - OCS C 4 2 S I . I L I 4 
0 0 1 l o r i - * I * 

L I I I L 
I L L • 

* I t I n l I c l l c k f l i l l C o i p u r 0 1 / 0 1 / 1 0 
T t I I I I I I S I . I I I I S . 7 I 0 OOOO 

d l S C I I P T I O I i 
I L I C I t l * . I I I Z O S l l l l . OCS L I I S I N C I I P . T I I I S RIP NO ' 



r i m t i r r o . i L S , m c , • • • » • • . i 
n i i t i T ^ * * * » • ( • O I / O I / I * 

L i i i i . l p i i i L i m i i l j i n l m . L t i 1 1 • . L i t . B i l t I f c t x i l i t - l l t l 

C i x l i i i i l TT C I I M I I I I S . I . I I I I S . 7 1 0 . 0 0 0 0 
L I C K D I S C I I M I O H 
I I I OT H O C ! t i l . C I L I I S T O * l l l l . OCS L I I S I M C I I P . T I I I S I I P MO. I 



21416 PR I MARY FUEI.S . INC 
EXHIBIT "A" 

PART I 

Page no 1 
D a t e 0 2 / 2 3 / 8 9 

I f B l f ftaaaMU 
T r a c t 

L t i l g t / U B I l Maxell 

uaaatst MM S l a t c / C o u n t v 

OCS C 6147 .BUC 86 
H i g h l a l a n d 8 6 . 1 * 7 

LECAL D E S C R I P T I O N : 
A l l o f B l o c k 8 6 . H i g h I s l a n d A r e a . 
OCS L a a a l n g N a p . T a x a s Map N o . / 

C o r p u s C h r l s t l E x p l o r a t i o n Co 

TX H i g h l a . S . B A r e a 

L i t Pate 
Clfffit Acres 

1 0 / 0 1 / 8 1 
S, 760 0 0 0 0 

P«- v i d t p z P a n 

OCS C 7 2 / 7 . B L K 117 
H i g h I s l a n d 8 6 . 1 1 7 

LECAL D E S C R I P T I O N : 
A l l o f B l o c k 1 1 7 . H i g h I s l a n d A r a a . 
OCS L a a a l n g N a p , T a x a a Nap No / 

C o r p u s C h r i s t i E x p l o r a t i o n Co 

TX H i g h I s . S B A r e a 

0 9 / 0 1 / B 4 
•>. / 6 0 0 0 0 0 

OCS C 6 1 7 2 . B L K 232 
Bo 

LECAL D E S C R I P T I O N : 
A l l o f B l o c k 2 3 2 . H i g h I s l a n d A r e a . 
OCS L e a a i n g H a p . T e x a s Hap No . 7 

S h e l l O l l s h o r e . I n c 
TX H i g h I s S B A r e a 

1 0 / 0 1 / 8 1 
S. 760 0 0 0 0 

OCS C 6 1 / 1 . B L K A 1 
C l e n d a E a s t 

LECAL D E S C R I P T I O N : 
A l l o f B l o . k A - l . H i g h I s l a n d A r e a . 
OCS L e a s i n g N a p , T e x a s Nap No 7 

S h e l l O f l s h o r e . 

TX H i g h I s . S . B . A r e a 

1 0 / 0 1 / 8 1 
*>. 760 0 0 0 0 
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T h i s Schedule s e t s f o r t h P r o d u c t i - n 
Cos ts s e t f o r t h i n S e c t i o n 1.21(a) ( i i ) 

SCHEDULE C 

At tached t o and made a p a r t o f O v e r r i d i n g R o y a l t y I n t e r e s t 
Conveyance ( t h e "Conveyance") f r o m S u b j e c t I n t e r e s t Owner t o 
R o y a l t y Owners. 

PRODUCTION COSTS 

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

1 . Def ined cenns used i n the Conveyance t o wh ich t h i s 
Schedule C i s a t t a c h e d have t h e same meaning when used 
h e r e i r 

2 . " C o n t r o l l a b l e M a t e r i a l " s h a l l mean M a t e r i a l wh ich a t the 
t ime i s so c l a s s i f i e d i n t h e M a t e r i a l C l a s s i f i c a t i o n 
Manual as most r e c e n t l y recommended by t h e C o u n c i l o f 
Petroleum A c c o u n t a n t s S o c i e t i e s c f N o r t h A m e r i c a . 

3 . " F i r s t L e v e l S u p e r v i s o r s " s h a l l mean those employees whose 
pr imary f u n c t i o n i s t he d i r e c t s u p e r v i s i o n o f o t h e r 
employees a n d / o r c o n t r a c t l a b o r d i r e c t l y employed cn the 
Suojec t I n t e r e s t s i n a f i e l d o p e r a t i n g c a p a c i t y . 

4 . " M a t e r i a l " s h a l l m p e r s o n a l p r o p e r t y , equipment o r sup­
p l i e s a c q u i r e d o r h e l d f o r use on the S u b j e c t I n t e r e s t s . 

5 . "Opera t ions" s h a i l mean a l l o p e r a t i o n s necessary o r proper 
f o r the d e v e l o p m e n t , o p e r a t i o n , p r o t e c t i o n and maintenance 
o f the P r o p e r t y . 

6 . "Operator" s h a l l mean the S u b j e c t I n t e r e s t Owner. 

7 . "Personal Expenses" s h a l l mean t r a v e l and o t h e r reasonable 
r e imbur sab l e expenses o f S u b j e c t I n t e r e s t Owner 's 
employees. 

8 . "Proper ty" s h a l l mean the p r o p e r t y t o which a S u b j e c t 
Inhe ren t d e s c r i b e d i n Schedule B t o the Conveyance 
r e l a t e s . 
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9. "Technical Employees" s h a l l mean those employees having 
special and s p e c i f i c engineering, geological or other 
professional s k i l l s , and whose primary function i s the 
handling of s p e c i f i c operating conditions and problems for 
the b e n e f i t of the Subject I n t e r e s t s . 

I I . Direct Costs 

1. Rentals and Royalties. 

Direct costs s h a l l include ( i ) lease rentals (including 
delay r e n t a l s and shut-in gas payments) and ( i i ) r o y a l t i e s 
burdening the Property which .ere i n existence at the 
Closing Date. 

2. Labor. 

A. (1) Salaries and wages uf Operator's f i e l d employees 
d i r e c t l y employed on the croperty i n "-he CL duct of 
Operations. 

(2) Salaries of F i r s t Level Supervisors i n the f i e l d 
are not covered by the Overhead ratns. 

(3) Salaries and wages of Technical Employees 
d i r e c t l y employed on the Property i f such charges are 
excluded from the Overhead rates. 

B. Operator'^ cost of holiday, vacation, sickness and 
d i s a b i l i t y benefits and other customary allowances 
paid to employees whoso s a l a r i e s and wages are 
chargeable under Paragraoh 2A of t h i s S*;ction I I . 
such costs under t h i s Paragraph 2B may be charged on a 
"when and as paid basis" or by "percentage assessment" 
on the amount of salaries and wages chargeable under 
Paragraph 2A of t h i s Section I I . I f percentage 
assessment i s used, the rate s h a l l be based on the 
Operator's cost experience. 

C. Expenditures or contri b u t i o n s made pursuant to assess­
ments imposed by governmental a u t h o r i t y which are 
applicable to Operator's costs chargeable under Para­
graphs 2A and 2B of t h i s Section I I . 

D. Personal Expenses of those employees whose sal a r i e s 
and wages are chargeable under Paragraph 2A of t h i s 
Section I I . 
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Employee Benef i ts . 

Operator's current costs of established plans for 
employees' group l i f e insurance, hospital izat ion, pension, 
retirement, stock purchase, t h r i f t , bonus, and other 
benefit plans of a l ike nature, applicable to Operator's 
labor cost chargeable under Paragraphs 2A and 2B of th i s 
Section I I s h a l l be Operator's actual cost not to exceed 
twenty percent (20%) or the percent most recently 
recommended by the Council of Petroleum Accountants 
Societies of North America. 

4. i t e r l a l . 

Material purchased or furnished by Operator for use on the 
Property as provided under Section TV. Only such Material 
shall be purchased for or t r a n s f e r r e d t o the Property as 
may be required f o r immediate use and i s reasonably 
p r a c t i c a l and consistent with e f f i c i e n t and economical 
operations. The accumulation of surplus stocks s h a l l be 
avoided. 

5. Transportation. 

Transportation of employees and Mate r i a l necessary f o r 
Operations but subject to the f o l l o w i n g l i m i t a t i o n s : 

A. I f M a t e r i a l i s moved to the Property from the 
Operator's warehouse or other properties, no charge 
shall be made f o r a distance greater than the distance 
from the nearest r e l i a b l e supply store, recognized 
barge t e r m i n a l , or railway receiving point where l i k e 
material i s normally a v a i l a b l e . 

B. I f surplus Material i s moved to Operator's warehouse 
or other storage point, no charge s h a l l be made f o r a 
distance greater than the distance t o the nearest 
r e l i a b l e supply store, recognized barge ter m i n a l , or 
railway r e c e i v i n g point. No charge s h a l l be made f c r 
moving M a t e r i a l to other p r o p e r t i e s belonging to 
Operator. 

C. In the a p p l i c a t i o n of Subparagraphs A and B ove, 
there s h a l l be no equalization of act 1 gross 
trucking costs of $200 or less exclu ng accessorial 
charges. 
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6 . Services. 

The cost of c o n t r a c t services, equipment and u t i l i t i e s 
provided by ou t s ide sources, except services excluded by 
Paragraph 9 o f Sect ion I I >nd Paragraph l . i i of Section 
I I I . The cost o f profess ional consu l t a t i on services and 
contract serv ices o f technical personnel d i r e c t l y engaged 
i n connection w i t h the Property. The cost of profess ional 
consultant se rv ices or contract services of t echn ica l 
personnel not d i r e c t l y engaged on the Property s h a l l not 
be charged. 

7 . Equipment and F a c i l i t i e s Furnished by Operator. 

A. Operator s h a l l charge f o r use of Operator owned 
equipment and f a c i l i t i e s at ra tes commensurate w i t h 
costs of ownership and opera t ion . Such rates s h a l l 
include cos ts of maintenance, r epa i r s , other operat ing 
expense, insurance, taxes, deprec ia t ion , and i n t e r e s t 
on investment not to exceed the Prime Rate plus two 
per cent per annum. Such ra tes s h a l l not exceed 
average commercial rates c u r r e n t l y p r e v a i l i n g i n the 
immedia e area of the Property. 

B. In l i e u o f charges i n Paragraph 7A above, Operator may 
elect t o use average commercial rates p r e v a i l i n g i n 
the immediate area of the Property less 20%. For 
automotive equipment, Operator may e lec t to use rates 
published by the Petroleum Motor Transport 
Associa t ion . 

8. Damages and Losses to Property. 

A l l costs or expenses necessary f o r tho repa i r or 
replacement o f Property made necessary because of danages 
or losses i n c u r r e d by f i r e , f l o o d , storm, t h e f t , accident, 
or other cause, except those r e s u l t i n g from Operator 's 
gross negligence or w i l l f u l misconduct. 

9 • Legal Expense. 

Expense of hand l ing , i n v e s t i g a t i n g and s e t t l i n g l i t i g a t i o n 
o r claims, d i scharg ing of l i e n s , payment of judgments and 
amounts paid f o r settlement of claims incurred i n or 
r e su l t i ng from operst ions under the agreement or necessary 
t o protect or recover the Property, except tha t no charge 
f o r services o f Operator 's l ega l s t a f f or fees or expense 
of outside a t to rneys sha l l be made; provided, however, 
tha t a charge may be made f o r the expense of outside 
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attorneys i n connect ion wi th any act ions brought by 
Operator against t h i r d par t ies which actions a prudent 
operator would determine to b r i n g or to defend act ions 
brought by t h i r d p a r t i e s against Operator i n connection 
w i t h the opera t ions hereunder. A l l other lega l expense i s 
considered t o be covered by the overhead provis ions of 
Section I I I . 

10 . Taxes. 

A l l taxes of every k ind and nature assessed or l ev ied upcn 
or i n connection w i t h the Property, the operation thereof , 
or the product ion therefrom and which taxes have been paid 
by the Operator. 

1 1 . Insurance. 

Net premiums p a i d f o r insurance requi red to be c a r r i e d f o r 
Operations. I n the event Operations are conducted i n a 
s tate i n which Operator may act as s e l f - i n s u r e r f o r 
Workmen's compensation and/or Employers L i a b i l i t y under 
the respective s t a t e ' s laws, Operator may, at h i s 
e l ec t i on , inc lude the r i s k under i t s se l f - insurance 
program and i n t h a t event, Operator s h a l l include a charge 
a t Operator's cos t not to exceed manual ra tes . 

12 . Other Expenditures. 

Any other expendi ture not covered or dea l t w i t h i n the 
foregoing p r o v i s i o n s of t h i s Sect ion I I , or i n Section 
I I I , and which i s incurred by the Operator i n the 
necessary and proper conduct of the Operations. 

I I I . Overhead 

1 . Overhead — D r i l l i n g ard Producing Operations. 

( i ) As compensation f o r admin i s t r a t i ve , supervis ion, 
o f f i c e se rv ices and warehousing costs, Operator s h a l l 
charge d r i l l i n g and producing operations on the Fixed 
Rate Basis provided below. Such charge s h a l l be i n 
l i e u of cos t s and expenses o f a l l o f f i c e s and 
salar ies o r wages plus app l i cab le burdens and 
expenses c f a l l personnel, except those d i r e c t l y 
chargeable under Paragraph 2A, Section I I . The cost 
and expens. o f services from outs ide sources i n 
connection w i t h matters of t a x a t i o n , t r a f f i c , 
accounting o r , except as otherwise provided i n t h i s 
Schedule C, matters before or i n v o l v i n g governmental 
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agencies sh a l l be cons j.?ered as included in the 
Overhead rates provii 1 "or. 
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( i i ) The s a l a r i e s , wages and Personal Expenses of 
Technical Employees not d i r e c t l y employed on the 
Property s h a l l be covered by the Overhead rates, and 
the costs of professional consultants' services and 
contract services of te c h n i c a l personnel d i r e c t l y 
employed on the Property s h a l l not be covered by the 
Overhead r a t e s . 

A. Operator s h a l l charge the f o l l o w i n g rates per we l l 
per month: 

D r i l l i n g Well Rate: Rates competitive with the fees 
of u n a f f i l i a t e d persons i n the area engaged i n the 
business of rendering comparable services. 

Producing Well Rate: Rates competitive with the fees 
of u n a f f i l i a t e d persons i n the area engaged i n the 
business of rendering comparable services. 

B. A p p l i c a t i o n of Overhead — Fixed Rate Basis s h a l l be 
as f o l l o w s : 

(1) D r i l l i n g Well Rate 

(a) Charges fo r onshore d r i l l i n g wells s h a l l 
begin on the date the w e l l i s spudded and 
terminate on the date the d r i l l i n g or 
completion r i g i s released, whichever i s 
l a t e r , except t h a t no charge s h a l l be made 
during suspension of d r i l l i n g operations 
f o r ten (10) or more consecutive days. 

(b) Charges fo r offshore d r i l l i n g wells s h a l l 
begin on the date when d r i l l i n g or 
completion equipment a r r i v e s on loc a t i o n 
and terminate on the date the d r i l l i n g or 
completion equipment moves o f f l o c a t i o n or 
r i g i s released, whichever occurs f i r s t , 
except that no charge s h a l l be made during 
suspension of d r i l l i n g operations f o r ten 
(10) or more consecutive days. 

(c) Charges fo r wells undergoing any type of 
workover or recompletion f o r a period of 
f i v e \5) consecutive days or more «hall be 
made at the d r i l l i n g w e l l rate, such 
charges s h a l l be applied f o r the period 
from the date workover operations, with 
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r i g , commence through the date of r i g 
release, except t h a t no charge s h a l l be 
made during suspension of operations f o r 
ten (10) or more consecutive days. 

(2) Producing Well Rates 

(a) An active well e i t h e r produced or injected 
i n t o f o r any p o r t i o n of the month s h a l l be 
considered as a one-well charge fo r the 
e n t i r e month. 

(b) An inactive gas w e l l shut i n because of 
overproduction or f a i l u r e of purchaser to 
take the production shall be considered as 
a one-well charge providing the gas well i s 
d i r e c t l y connected t o a permanent sales 
o u t l e t . 

(c) A or., -well charge may be made f o r the month 
i n V'.ich plugging and abandonment 
operations are completed on any w e l l . 

(d) A l l other i n a c t i v e wells ( i n c l u d i n g but not 
l i m i t e d t o i n a c t i v e wells covered by u n i t 
allowable, lease allowable, t r a n s f e r r e d 
allowable, etc.) s h a l l not q u a l i f y f o r an 
overhead charge. 

C. The we l l r a t e s s h a l l be adjusted as of the f i r s t day 
of A p r i l each year commencing i n 1989. The adjustment 
shell be computed by m u l t i p l y i n g the rate c u r r e n t l y i n 
use by the percentage increase or decrease i n the 
average weekly earnings of Crude Petroleum and Gas 
Production Workers for the l a s t calendar year compared 
to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas 
Fields Production Workers as published by the United 
States Department of Labor, Bureau of Labor 
S t a t i s t i c s . The adjusted rates s h a l l be the rates 
cu r r e n t l y i n use, plus or minus the computed 
adjustment. 

IV. P r i c i n g of Material Purchases, 
Transfers and Dispositions 

Operator i s responsible f o r M a t e r i a l and s h a l l make proper 
and timely charges and cre d i t s f o r a l l material movements 
a f f e c t i n g the Property. Operator s h a l l provide a l l material 
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f o r use on the Proper ty . Operator s h a l l make t ime ly 
d i s p o s i t i o n of i d l e and/or surplus M a t e r i a l , such disposal 
be ing made e i t h e r through sale to Operator or sale to 
o u t s i d e r s . The d i sposa l of surplus Con t ro l l ab l e Ma te r i a l not 
purchased by the Oparator sha l l be determined by Operator. 

1 . Purchases. 

Material purchased sha l l be charged at the p r i c e , 
including c a r r y i n g costs incurred dur ing the 24-month 
period preceding the sale, paid by Operator a f t e r 
deduction o f a l l discounts received. I n casr of Mate r i a l 
found to be d e f e c t i v e or returned to vendor f o r any other 
reason, c r e d i t s h a l l be allowed when adjustment has been 
received by the Operator. 

2 . Transfers and Dispos i t ions . 

Material f u r n i s h e d to the Property and Mate r i a l 
t ransfer red f rom the Property or disposed of by the 
Operator s h a l l be priced on the f o l l o w i n g bases exclusive 
of cash d i scoun t s : 

A. New M a t e r i a l (Condition A) 

(1) Tubular goods, except l i n e p ipe , s h a l l be pr iced 
a t the current new p r i c e i n e f f e c t on date of 
movement on a maximum car load or barge load 
weight basis, regardless of quan t i ty 
t r a n s f e r r e d , equalized t o the lowest published 
p r i c e f . o . b . ra i lway r ece iv ing po in t or 
recognized barge t e rmina l nearert the Property 
where such Mater ia l i s normally a v a i l a b l e . 

(2) L ine Pipe 

(a) Movement of less than 30,000 pounds s h a l l 
be priced at the current new p r i c e , i n 
e f f e c t at date of movement, as l i s t e d by a 
r e l i a b l e supply store nearest the Property 
where such Material i s normally available. 

(b) Movement of 30,000 pounds or more s h a l l be 
priced under provisions of tubular goods 
p r i c i n g of Paragraph 2A(1) of t h i s Section 
IV. 

(3) Other Material s h a l l be priced at the current 
new p r i c e , i n e f f e c t a t date of movement, as 
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l i s t e d by a r e l i a b l e supply store or f.o.b. 
r a i l w a y receiving p o i n t nearest the Propertv 
where such Material i s normally a v a i l a b l e . 

B. Good Used Material (Condition B) 

Mat e r i a l i n sound and serviceable condition and 
s u i t a b l e f o r reuse without reconditioning: 

(1) M a t e r i a l moved co the Property 

(a) At seventy-five percent (75%) of current 
new price, as determined by Paragraph 2A of 
t h i s Section IV. 

(2) M a t e r i a l moved from the Prcoerty 

(a) At seventy-five percent (75%) of current 
new price, as determined by Paragraph 2A of 
t h i s Section IV, i f Material was o r i g i n a l l y 
charged as new Material, or 

(b) At s i x t y - f i v e percent (65%) of current new 
pri c e , as determined by Paragraph 2A of 
t h i s Section IV, i f Material was o r i g i n a l l y 
charged as good usee Material at seventy-
f i v e percent (75%) of current new price. 

The cost of reconditioning, i f any, s h a l l be absorbed by 
the t r a n s f e r r i n g property. 

C. Other Used Material (Condition C and D) 

(1) Condition C 

M a t e r i a l which i s not i n sound and serviceable 
c o n d i t i o n and not s u i t a b l e f o r i t s o r i g i n a l 
f u n c t i o n u n t i l a f t e r recondi t ion ing s h a l l be 
p r i c e d at f i f t y percent (50%) of current nev 
p r i c e as determined by Paragraph 2A of t h i s 
Sec t ion IV. The cost of recondi t ion ing s h a l l be 
charged to the r ece iv ing property, provided 
Cond i t ion C value p lus cost of recondi t ion ing 
does not exceed Condi t ion B value. 

(2) Cond i t i on D 

A l l other Material, including junk, s h a l l be 
p r i c e d at a value commensurate with i t s use or 
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a t p r e v a i l i n g p r i ces . Mate r i a l no longer 
s u i t a b l e f o r i t s o r i g i n a l purpose but usable fo r 
some other purpose, s h a l l be pr iced on a basis 
comparable wi th t h a t of items normally used f o r 
such other purpose. 

D. Obsolete M a t e r i a l 

Ma te r i a l which i s serviceable and usable f o r i t s 
o r i g i n a l f u n c t i o n but c o n d i t i o n and/or value of such 
Mate r i a l i s not equivalent t o tha t which would 
j u s t i f y a p r i c e as provided above may be s p e c i a l l y 
pr iced by the Operator. Such pr ice should r e s u l t i n 
the Operations being charged w i t h the value of the 
service-rendered by such M a t e r i a l . 

E. P r i c ing Condit ions 

(1) Loading and unloading costs may be charged at 
the r a t e of t w e n t y - f i v e cents (25) per hundred 
weight on a l l tubu la r goods movements, i n l i e u 
of loading and unloading costs sustained, when 
a c t u a l haul inc, cost o f such tubular goods are 
equal ized under p rov is ions of Paragraph 5 of 
Sec t ion I I . 

(2) M a t e r i a l i nvo lv ing e rec t ion costs s h a l l be 
charged at appl icable percentage of the current 
knocked-down pr ice o f new M a t e r i a l . 

Premium Pr i ces . 

Whenever M a t e r i a l i s not r e a d i l y obtainable at published 
or l i s t e d p r i c e s because of na t iona l emergencies, s t r i kes 
or other unasual causes over which the Operator has not 
con t ro l , the Operator may z'n rge f o r the requi . u-d Mater ia l 
at the Operator ' s actual cose incurred i n p rov id ing such 
Mater ia l , i n making i t su i t ab le f o r use, and i n moving i t 
to the Proper ty . 

V. Inventor ies 

The Operator s h a l l maintain d e t a i l e d records of 
Cont ro l lab le M a t e r i a l . 

Periodic I n v e n t o r i e s , Notice and Representation. 

At reasonable i n t e r v a l s , Inventor ies shal ".« taken by 
Operator o f the Cont ro l lab le M a t e r i a l . 



2. R e c o n c i l i a t i o n and Adjustment of Inventories. 

R e c o n c i l i a t i o n of a physical inventory v i t h charges 
against Operations s h a l l be made, and inventory 
adjustments s h a l l be made by Operator f o r coverages and 
shortages, but Operator s h a l l be held accountable only f o r 
shortages due to lack of reasonable diligence. 

3. Special Inventories. 

Special Inventories mr » be taken whenever there i s any 
sale or change of i n t * est i n the Property. I t s h a l l be 
the duty of the party . a i l i n g t o n o t i f y a l l other working 
i n t e r e s t holderr. as quickly as possible a f t e r the transfer 
of i n t e r e s t takes place. I n such cases, both the s e l l e r 
and the purchaser s h a l l be governed by such inventory. 

4. Expense o f Conducting Periodic Inventories. 

The expense of conducting periodic Inventories s h a l l not 
be charged. 
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