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W A I I I R O i l & O A S ( O R P O R A T I O N 

/ A d 

f eb rua r / 3, 1989 

Uniteu State: Department ot [ n t e r i o r 
Minerals Management Serv ico 
1201 Elmwood Park Boulevard 
New Orleans, l ou i s tana /0123 2394 

At tent ion: Ms. la Nel l e Bo. >TI 
Ad jud i ca t i on Un LE-3-1 

Rl ; iedera l Lease OCS-G 10229 
Block 5 7 3 . Brazos Area 
Federal O'fshore Texas 

1 adies and Gent lemen : 

Inclosed herew yo-j v.*i i . t' id an executed cop the fo l l ow ing described 
Conveyance of uve r r i t : og Royaity InCere,t a f ree t i i . i j the captioned lease for 

i 1 i nq: 

Conveyar.ee of O v e r r i d i n g Royalty I n te res t dated e f fee l .'e November 
4, 1988 execuced r n behai f of Waiter Development Corpora t ion , as 
Assignor, in favor of leewav X Co., et a i , as Assignees, cover ing 
Federal Lease OCS-G 10229, Block 573, Bra/os A a, O f r ' h o r e Texas'. 

We alsr, enclose our heck in the the amount of Sc r .00 co cov^r the f i l i n g fee 
tor - the above conveyin< • 

We neretc, request that the above Conveyance be placed i i the f i l e a f f e c t i n g 
the capt oned lease, and that >u evidence .uch f i l i n g by s ign ing and 
re tu rn ing thc enclosed d u p l i c a t e of t h i s l e t t e r to the a t t e n t i o n of the 
unders i oned . ~\ 

Yours very t r u l y , 

Ron A Wil son 

RAW:hf 

Enclosure 
RECEIVED AND FILED THE ABOVE DESCRIBED CONVEYANCE 
AS Or THE DAY OF February , 1989. 

MINERALS MANAGEMENT SERVI E 

" La Nel12 Boehm 

RECEIVED 

• • • • • 
Mineral, t / u i ^ m m Serv.ce Leasing & tnwmnenl 

240 Thi> rv.,im Bu y ing . t?i;> Main Siren! Housion T i»as ' r 002 <7' j i659- i22i 



tlRAZDS A i O , BLf'CK LV', 

CONVEYANCE OF CVEr-P.IDINC ROYALTY INTEREST 
(1988 P r o s p e c t s ) 

THE STATE CF TEXAS 5 
§ KNOW ALL MEN BY THESE PRESENTS: 

COUNTY OF BRAZORIA § 

T h a t WALTER DEVELOPMENT CCFPORATION, a Texas c o r p o r a ­
t i o n w i t h o f f i c e s a t 240 Vho M a i n B u i l d i n g , 1212 M a i n 
S t r e e t , H o u s t o n , T e x a s 7 7 0 r ( " A s s i g n o r " ) , f o r and i n 
c o n s i d e r a t i o n o f T e n and NO/1J0 D o l l a r s ( S I O . 0 0 ) and o t h e r 
g o o d and v a l u a b l e c o n s i d e r a t i o n s t o i t p a i d by t h e P u r ­
c h a s e r s named on t h e s c h e d u l e a t t a c h e d h e r e t o as E x h i b i t V . " 
a n d made a p a r t h e r e o f f o r a l l p u r p o s e s ( " A s s i g n e e s " ) , t h e 
r e c e i p t and s u f f i c i e n c y o f w h i c h a r e h e r e b y a c k n o w l e d g e d by 
A s s i g n o r , has B a r g a i n e d , S o l d , G r a n t e d , C o n v e y e d , T r a n s ­
f e r r e d , A s s i g n e d , S e t O v e r , and D e l i v e r e d , and by t h e s e 
p r e s e n t s does h e r e b y B a r g a i n , S e l l , G r a n t , C o n v e y , T r a n s f e r , 
A s s i g n , Set O v e r , a n d D e l i v e r u n t o Assi>~- .ees , t h e i r s u c c e s ­
s o r s and a s s i g n s i n t h e u n d i v i d e d s e v e r a - p r o p o r t i o n s as s e t 
f o r t h on t h e s a i d E x h i b i t " A " (and n o t j o i n t l y o r as t e n a n t s 
i n common), e f f e c t i v e as o f t h e E f f e c t i v e D a t e , an r v e r r i d -
i n g r o y a l t y 1 t e r e s t ( t h e " O v e r r i d i n g P o y a l t y I n t e r - - t " ) i n 
a n d t o t h e M i r - i r a l s i n and under and p r o d u c e d and r ., sd f r o m 
t h e l a n d s c o v e r e d b y t h e L e a s e s , p a y a b l e s o l e l y o u t o f g r o s s 
p r o c e e d s f r o m t h e s a l e o f t h e S u b j e c t M i n e r a l r e d u c e d and 
s a v e d t h r o u g h t h e S u b j e c t W e l l s i n e x c e s s o f M a n u f a c t u r i n g 
P r o c e e d s i n an a m o u n t e g u a l t o t h e N e t Cash F l o w 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 c a l c u l a t e d w i t h r e s p e c t t o a l l 
o f t h e S u b j e c t I n t e r e s t s as a g r o u p , a l l as more f u l l y 
p r o v i d e d h e r e i n b e l o w . 

TO HAVE AND TO HOLD 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 , 
t o g e t h e r w i t h a l l a n d s i n g u l a r t h e r i g h t s and av u r t e n a n c e s 
t h e r e t o i n a n y w i s e b e l o n g i n g , u n t o A s s i g n e e s , t ! i i r s u c c e s ­
s o r s and a s s i g n s , s u b j e c t , h o w e v e r , t c t h e f o i l w i n g t e r m s 
a n d p r o v i s i o n s , t o - w i t : 

ARTICLE I 

As used herein, the following terms shall have the 
meaning ascribed to them below: 

R E C E I V E D 

FEB t. ]%9 

Minerals ManaRflment Service 
Leasing & Lnviuwiment 



"Abandonment Costs" s h a l l mean the costs of p l u g g i n g 
and abandoning the Subject Wells, the c c s t s o f d i s m a n t l i n g 
and J i.vaging the p l a t f o r m s , p i p e l i n e s and oth e r f a c i l i t i e s 
and s t r u c t u r e s on the Subject I n t e r e s t s and o t l i e r costs 
associated w i t h r e s t o r a t i o n of the Sr 1 ect I n t e r e s t s i n 
accordance w i t h a p p l i c a b l e law (and, a p p l i c a b l e ) the 
r u l e s and r e g u l a t i o n s of tho Mi n e r a l s Mar *ment Service of 
the U.S. Department of the I n t e r i o r , . ~ 1 o f est i m a t e d 
salvage value o f any salvageable equipment or p e r s o n a l t y on 
the Subject I n t e r e s t s . 

"Assignees" s h a l ] have the meaning a t t r i b u t e d t o i t i n 
the f i r s t grammatical paragraph o f t h i s Conveyance, i t being 
understood t h a t Assignee: s h a l l not be deemed j o i n t t e n a n t s , 
tenants i n common or members of any a s s o c i a t i o n or mining 
p a r t n e r s h i p . 

"Assignor" s h a l l hove th< meaning a t t r i b u t e d t o i t i n 
the f i r s t grammatical paragrap' o f t n i s Conveyance. 

"Business Day" s h a l l mean a day on which ar.y bank t o or 
from which a payment au t h o r i z e d hereunder may be made are 
not closed as a u t h o r i ~ " d or r e q u i r e d by law. 

"Code" s h a l l mean tho i n t e r n a l Revenue Code o f 1986, aa 
amended from time t o time. 

"Conveyance" s h a l l mean t h i s Conveyance of O v e r r i d i n g 
Royalty I n t e r e s t . 

"Developm - aqreement" s h a l l mean t h a t c e r t a i n Devel­
opment Agreement dated as of January 1, 1987, between 
Assignor and W a l t e r n i l & Cas Corporat n pursuant t o which 
Assignor p a r t i c i p a t e s i n c e r t a i n Prospects by paying a 
p> r t i o n of the development co3ts r e l a t e d t h e r e t o . 

"Development I n t e r e s t " s h a l l mean, as to a Prospect, 
the p o r t i o n of the Subject I n t e r e s t s which are ac g u i r e d by 
Assignor pursuant t o the terms and p r o v i s i o n s of the Devel­
opment Agreement. 

" E f f e c t i v e Date" s h a l l mean 7:00 a.m., l o c a l time i n 
e f f e c t where the Subject I n t e r e s t s are l o c a t e d on 
November 4 , 198J. 

"E x p l o r a t i o n I n t e r e s t " s h a l l mean, as to a Prospect, 
the p o r t i o n o f the Subiect I n t e r e s t s which aro ac q u i r e d by 
Assignor pursuant t o the Walter E x p l o r a t i o n Program 
Agreement. 
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" F i r s t Reversion Ainount" s h a l l mean an amount of cash 
which would have been d i s t r i b u t e d t o Assignees hereunder i f 
th e Net Cash Flow had been computed w i t h respect t o the 
Development I n t e r e s t s o n l y , egual t c the t o t a l sum t h e r e t o ­
f o r e pa.'d by Assignees i n (a) Development OPI Purchase P r i c e 
Amour" (as d e f i n e d i n the Master Purchase Agreement) and 
(b) , i f any, p a i d by Assignees pursuant to Section 4.02 
o f L.ie Master Purchase Agreement, a l l t o be confuted on the 
1988 Pr spects, as a group. 

"Independent Petroleum Engineer" s h a l l mean Raymond S. 
Hansen, or such o t h e r f i r m of independent petroleum e n g i -
nee: as may be approved by Assignees. 

"Lease A c q u i s i t i o n Costs" s h a l l have the meaning 
a s c r i b e d to i t i n the Walter E x p l o r a t i o n Program Agreement. 

"Lease." s h a l l mean a l l of the o i l , gas and o t h e r 
.nineral leases, as a group, i n which Assignor owns an 
i n t e r e s t pursuant to thc Walter E x p l o r a t i o n Frcgram Agree­
ment or the Deve1opment Agreement, i n c l u d i n g , but not 
l i m i t e d t o , ( i ) the o i l and gas leases, o i l . gas, and 
mi r a l leases and other m i n e r a l leases described i n 
E> i b i t "P" a t t a c h e d hereto and any leasehold i n t e r e s t i n 
any other o i l and gas lease, o i l , gas, and miner a l lease, c r 
o t h e r mineral lease derived from the p o o l i n g or u n i t i z a t i o n 
o f such leases w i t h the leases, or any p a r t t h e r e o f , de­
s c r i b e d in E x h i b i t "P" hereto, t o g e t h e r w i t h any and a l l 
extension:! t h e r e o f or any p a r t t h e r e o f i n which Assignor 
acquires or m a i n t a i n s an i n t e r e s t , and ( i i ) any o i l and gas 
le a s e , o i l , gas, and mineral lease, or other m i n e r a l lease, 
t o g e t h e r w i t h any and a l l extensions t h e r e o f or any p a r t 
t h e r e o f i n which Assion<_r acguires or m a i n t a i n an i n t e r e s t , 
executed subsequent t o the E f f e c t i v e Date, t , the e x t e n t , 
b u t only t o the e x t e n t , t h a t such subsequent lease 
(aa) covers a l l o r any p o r t i o n o f the lands covered by the 
leases r e f e r r e d t o i n clause ( i ) o f t h i s sentence, a r i 
(bb) i s acquired by or f o r the b e n e f i t o f Assignor e i t h e r 
p r i o r to or w i t h i n one (1) year a f t e r the e x p i r a t i o n o f the 
leases r e f e r r e d t o i n clause ( i ) o f t h i s sentence. 

"Manufacturing Costs" s h a l l mean the costs o e manu­
f a c t u r i n g , p r c c e s s i n g , or r e f i n i n g o p e r a t i o n s (but not 
conven t i o n a l mechanical l i g u i d - g a s s e p a r a t i o n ) t h a t generate 
Manufacturing Proceeds. 

"Manufacturing Proceeds" s h a l l mean the excess of 
l i * proceeds r e a l i z e d from the s.ile o f Subject M i n e r a l s , or 
pr- : i c t s t h e r e o f , t h a t are the r e s u l t of any manufacturing, 
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p r o c e s s i n g , or r f i n i n g ope ra t i ons ove r ( i i ) the p a r t o f 
such proceeds t h a t r ep re sen t s the f a i r market va lue a t the 
w e l l h e a d ( a f t e r b e i n g separated by a c o n v e n t i o n a l mechanical 
l i q u i d - g a s s epa ra to r ) o f such Sub jec t M i n e r a l s b e f o r e any 
such manufac tu r ing , p r o c e s s i n g , or r e f i n i n g o p e r a t i o n . 

"Master Purchase Agreement" s h a l l mean t h a t c e r t a i n 
M a s t e r Purchase Agreement en te red i n t o by and between 
A s s i g n o r , Assignees and e thers e f f e c t i v e as c f January 1, 
1987 . 

"Minera l s" s h a i _ mean ( i ) o i l , ( i i ) gas, ( i i i ) c a s i n g ­
head gas, ( i v ) s u l f u r , and (v) a s s o c i a t e d hydrocarbons 
p r o d u c e d w i t h o i l o r gas or casinghead gas, but s h a l l 
e x c l u d e c o a l , l i g n i t e , uranium, and a l l o ther non­
hydroca rbon subs tances . 

"Net ;sh Flow" s h a l l have the meaning a t t r i b u t e d t o i t 
i n Sec t i o r . 3 (d) . 

"Net Cash Flow Account" s h a l l mean tne account ma in ­
t a i n e d i n accordance w i t h the p r o v i s i o n s o f Sec t ion 2 . 3 . 

"19PR Prospec t s " s h a l l mean a l l o t the Prospects 
c o v e r e d by the W a l t e r E x p l o r a t i o n Program Agreement a j t o 
w h i c h Assignees have a c q u i r e d an O v e r r i d i n g Roya l ty I n t e r e s t 
p u r s u a n t to the Mas te r Purchase Agreement. 

"NPI" s h a l l mean the . n t e r e s t (expressed as a p e r c e n t ­
age) o f Assignor i n the p r o d u c t i o n o f M i n e r a l s f rom a 
S u b j e c t W e l l , a f t e r deduc t ing a l l a p p l i c a b l e r o y a l t i e s , 
o v e r r i d i n g r o y a l t i e s , and ether burdens (but computed p r i o r 
t o deduct ing 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 conveyed 
p u r s u a n t tc t h i s Conveyance) . 

"Over r id ing R o y a l t y I n t e r e s t " s h a l l have the meaning 
a t t r i b u t e d to i t i n t h e f i r s t g rammat i ca l paragraph o f t h i s 
Conveyance. 

" D erson" s h a l l mean any i n d i v i d u a l , p a r t n e r s h i p , 
c o r p o r a t i o n , ' u s t , u n i n c o r p o r a t e d a s s o c i a t i o n , governmental 
agency , subdi s i o n , or i n s t r u m e n t a l i t y , or o the r e n t i t y or 
a s s o c i a t i o n . 

"Proceeds . ercencage" s h a l l mean: 

(a) W i t h r e spec t to a l l o f A s s i g n o r ' s E x p l o r a t i o n 
I n t e r e s t s : 
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(:) N i n e t y - f i v e percent i 0 " : * ) u n t i l suer. 
time as Assignees havo paid an I n i t i a l ORI Purchase Price 
Amount, pursuant t o the Master Purchast Agreement, f o r an 
Ov e r r i d i n g R o y a l t y I n t e r e s t out of any of Assignor's Devel­
opment I n t e r e s t s and 

( i i ) 'OQi t h e r e a f t e r ; 

(b) W ith resteer - to a l l c f Assignor''. Devel opmert 
I n t e r e s t s : 

( i ) N i n e t y - f i v e pciw«.nt (95%) a- a l l t i n e s 
when tne F i r s t . P> v e r s i o n Amourt i s nnt d o onnd t o hav..' teen 
d i s t r i b u t e d t o As^igneey but 

.'cr':; --r'i"e percent (45%) at a l l times 
when the F i r s t Reversion Amount i s deemed t c have been 
d i s t r i b u t e d t o Assignees but the Secord Revo-.-> ion Amount i s 
not deemed t r have "e«»n d i s t r i b u t e e to Assignees, but 

( : : i ) Twenty-five percent (25%) at a l l times 
when the F i r s ^ Reversion Amount and tne Second Reversion 
Amount are deemed t o have been d i s t r i b u t e d t r Assignees. 

"Quart'., r l y Record Date" s h a l l mean f o r each of the 
month:-- of A p r i l , .'uly, October and January, the t w e n t y - f i f t h 
(25th) day of such monrh, provided t h t i f the t w e n t y - f i f t h 
(25th) day c f any .^uch month i s n« t a <usir.otu- Day, then the 
Q u a r t e r l y Record .ate s h a l l be th- f i r s c Business Day 
f o i i o w i n g the t w e n t y - f i f t h (25th) da" £ such month. 

"Reference Quarter" s h a l l have the meaning a t t r i b u t e d 
t o 3 i n Section 2.3(d). 

"Second Reversion Amount" s h a l l mean an amount o f cash 
whicli would have b««en o i s t r i b u t e d t o Assignees hereunder i f 
the Net Cash Flow had been computed w i t h respect to the 
Development I n t e r e s t s only, egual t o tho t o t a l sum t h e r e t o ­
f o r e paid by As :nees i n (a) Developnent ORI I rchase P r i c e 
Amountr and (b) ims, i a n y , p a i d by Assignees pursuant t o 
Se c t i o : ',.07 o f lie Master Purchase Agreement, plus a twenty 
perceni (20%) r a t e of r e t u r n on such amounts described i n 
(a) and (b) (as s a i d amount i s c a l c u l a t e d i r accordance w i t h 
E x h i b i t "C" a t t a c h e d heret and made a p a r t hereof f o r a l l 
purposes), a l l t o be computed on the l°flP Prospects, as <» 
group. 

"Subject I n t e r e s t s " s h a l l mean each kind and ch a r a c t e r 
r f r i g h t , t i t l e , c l a i m , or i n t e r e s t ( c o l l e c t i v e l y the 



" r i g h t s " ) t h a t A s s i g n o r has or may own pursuant to the 
Wal :er E x p l o r a t i o n Program Agreement and the Development 
Agreement i n and t o vhe Leases (or p o r t i o n s t h e r e o f ) des­
c r i b e d i n clause ( i ) o f the d e f i n i t i o n o f "Leases" and each 
r i g h t t ha t Ass ignor may acqu i re i n the f u t u r e i n and to any 
Lease (or p o r t i o n s t h e r e o f ) d e s c r i b e d i n clause ( i ) or 
c l a u s e ( i i ) o f t he d e f i n i t i o n o f "Leases", whether such 
r i g h t be ur.der o r by v i r t u e o f a l e a s e , a u n i t i z a t i o n or 
p o o l i n g order , an o p e r a t i n g agreement, a d i v i s i o n o r d e r , or 
a t r a n s f e r order o r be ur.der or by v i r t u e o f any o the r type 
o ; c l a i m or t i t l e , l e g a l or e q u i t a b l e , r ecorded or u n r e c o r d ­
e d , a l l as .-uch r i g h t s h a l l be (a) e n l a r g e d or d i m i n i s h e d by 
v i r t u e o f the p r o v i s i o n s o f A r t i c l e V I I he reo f and (b) en­
l a r g e d by the d i s c h a r g e o f any payments o u t c f p r o d u c t i o n or 
by the removal c f any charges or encumbrances t o which any 
o f such r i g h t s are s u b j e c t on the E f f e c t i v e Date and any and 
a l i . renewals and e x t e n s i o n s o f the r i g h t o c c u r r i n g w i t h i n 
one year a f t e r t he e x p i r a t i o n o f such r i g h t . 

"Subject M i n e r a l s " s h a l l mean a l l M i n e r a l s i n and under 
and t h a t may be p r o d u c e d , saved, and s o l d f r o m , and t h a t 
s h a l l accrue and be a t t r i b u t a b l e t o , the Subiec t I n t e r e s t s 
f r o m and a f t e r t h e E f f e c t i v e Date . There s h a l l no t be 
; . .eluded i n the S u b j e c t Mine ra l s any M i n e r a l s a t t r i b u t a b l e 
• o nonconsent o p e r a t i o n s conducted w i t h respect t o the 

u b j e c t I n t e r e s t s l o r any p o r t i o n t h e r e o f ) as to which 
A s s i g n o r s h a l l be a n j n c o n s e n t i n g p a r t y and ded ica ted t o the 
recoupment or re imbursement o f cos t s and expenses o f the 
c o n s e n t i n g p a r t y o r p a r t i e s by the terms o f the r e l e v a n t 
o p e r a t i n g agreement, u n i t agreement, c o n t r a c t f c r deve lop ­
men t , or o ther i n s t r u m e n t p r o v i d i n g f o r such nonconsent 
o p e r a t i o n s , p r o v i d e d A s s i g n o r ' s e l e c t i o n no t t o p a r t i c i p a t e 
i n such o p e r a t i o n s i s made i n c o n f o r m i t y w i t h the p r o v i s i o n s 
o f the Master Purchase Agreement. 

"Subject W e l l " s h a l l mean each w e l l on the Sub jec t 
I n t e r e s t s i n r e s p e c t o f which Ass igno r owns any i n t e r e s t o r 
i s e n t i t l e d t o any o f the M i n e r a l s p r o d u c t i o n or the p r o ­
ceeds t h e r e f r o m (whether d i r e c t l y o r , by v i r t u e o f the 
e f f e c t of any non-consen t p r o v i s i o n s , fa rmout or f a r m i n 
p r o v i s i o n s , or o t h e r p r e v i s i o n s , i n d i r e c t l y ) . 

'Walter E x p l o r a t i o n Program Aareement" s h a l l mean the 
W a l t e r 1988 E x p l o r a t i o r . Program Agreement between Ass ignor 
and Walter O i l & Gas C o r p o r a t i o n da ted as o f January 1, 
1988 . 

"WI" s h a l l mean the l easeho ld or o p e r a t i n g i n t e r e s t 
(expressed as a pe rcen tage ) o f Ass ignor i n a Subjec t We l l or 
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Lease, as a p p l i c a b l e , w i t h respect t c the Minerals produced 
there frcm. 

"Windfall P r o f i t Tax" s h a l l mean the tax imposed hy the 
Crude O i l W i n d f a l l P r o f i t Tax Act o f 1980 or any ex c i s e tax 
t o thc same c r s i m i l a r e f f e c t . 

ARTICLE I I 

2.1 The O v e r r i d i n g Foyalty I n t e r e s t does not i n c l u d e 
any righ:., t i t l e , or i n t e r e s t i n and t o any personal proper­
t y , f i x t u r e s , or equipment and i s e x c l u s i v e l y an i n t e r e s t i n 
and to the M i n e r a l s i n and under and produced and saved from 
the lands covered by the Leases, and Assignees s h a l l look 
s o l e l y to the S u b j e c t Minerals and payments i n respect 
t h e r e o f (as p r o v i d e d herein) f o r the s a t i s f a c t i o n and 
r e a l i z a t i o n of the O v e r r i d i n g Royalty I n t e r e s t . 

2.2 Except a: set f o r t n i n the immediately succeeding 
sentence, Assignor ; h a l l have the r i g h t and, t o the e x t e n t 
t h a t Assignor i s m a r k e t i n g or causing t o be marketed i t s own 
sharo of M i n e r a l s , the o b l i g a t i o n tc market or cause t o be 
marketed the M i n e r a l s a l l o c a b l e t he O v e r r i d i n g Royalty 
I n t e r e s t and s h a l l market or cau i be marketed such 
production p r o p o r t i o n a t e l y w i t h and the same terms as 
Assignor's share o f the p r o d u c t i o n frcm such Lease but m no 
event for a p r i c e l e s s than the p r i c e f o r which Assignor, 
a c t i n g as a "reasonable and prudent o p e r a t o r , i s marketing or 
causing to be marketed i t s own share o f such Minerals from 
such Lease. To t.ie e x t e n t Assignor i s not marketing or 
causing to be marketed i t s own share c f M i n e r a l s , Assignor 
s h a l l use i t s b e s t e f f o r t s to market or cause tc be market­
ed, for a p r i c e t h a t would be acceptable to a reasonable and 
prudent o p e r a t o r under the same or s i m i l a r circumstances, 
thc Minerals a l l o c a b l e t o the O v e r r i d i n g Royalty I n t e r e s t i n 
respect of eacii Lease w i t h purchasers possessing a c r e d i t 
standing t h a t a prudent c c e r a t o r v. m id f i n d acceptable. 
Should Assignees dispose cf t h e i r C e r r i d i n g Royalty I n t e ­
r e s t i n respect o f a Leas-3 t o a '. . i r d p a r t y , such t h i r d 
p a r t y s h a l l have the r i g h t , by sr n o t i f y i n g Assignor, t o 
designate the purchaser of the M i n e r a l s a l l o c a b l e t o the 
Overriding R o y a l t y I n t e r e s t , but ui .1 such time, i f any, as 
such r i g h t i s e x e r c i s e d , Assignor s h a l l have the r i g h t and 
o b l i g a t i o n t o market such Minerals i n accordance w i t h the 
standard r e f e r r e d t o i n the immediately preceding two 
r- ntences. 

2.3 Assignor s h a l l m a i n t a i n , on a cash b a s i s , t r u e and 
c o r r e c t book:; and records i n order t o determine the c r e d i t s 
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and debits t o an account (the "Net Cash Flow Account") from 
and a f t e r the E f f e c t i v e Date, i n accordance w i t h the terms 
of t h i s Conveyance and prudent and accepted accounting 
p r a c t i c e s . For purposes of t h i s S e c t i o n 2.3, 

(1) the revenues and expenses r e l a t e d t o the 
E x p l o r a t i o n I n t e r e s t s s h a l l be computed, and the 
combined r e s u l t of such revenues and expenses s h a l l be 
determined, f o r a l i of the E x p l o r a t i o n I n t e r e s t s as a 
group, and 

(2) the revenues and expenses r e l a t e d t o the 
Development I n t e r e s t s s h a l l be computed, and the 
•cmbined r e s u l t of such revenues and expenses s h a l l be 
determined, f o r a l l of the Development I n t e r e s t s , as a 
group. 

The r e s p e c t i v e r e s u l t s of (1) and (2) from the preceding 
sentence s h a l l be u t i l i z e d t o determine the Net Cash Flow i n 
accordance w i t h t he p r o v i s i o n s o f Sec t i o n 2.3(d) hereof. 

(a) The Net Cash Flow Account s h a l l be c r e d i t e d 
w i t h an amount equal to the sum, from and a f t e r the E f f e c ­
t i v e Date, o f the gross proceeds (determined before c a l c u ­
l a t i n g the O v e r r i d i n g Royaity I n t e r e s t ) from the sal e of a l l 
Subject M i n e r a l s ( i n c l u d i n g , w i t h o u t l i m i t a t i o n , proceeds 
a t t r i b u t a b l e t o take or pay payments) a t t r i b u t a b l e t o the 
Leases; p r o v i d e d , however, t h a t 

( i ) i f any Subject Minerals are manufac­
t u r e d , r e f i n e d , or processed ( o t h e r than through l i g u i d 
separation o p e r a t i o n s i n the v i c i n i t y of the w e l l using a 
conventional mechanical l i q u i d - g a s separator) , the proceeds 
from the sale o f such Subject M i n e r a l s s h a l l be reduced by 
the Manufacturing Proceeds; 

( i i ) i f as a r e s u l t o f the occurrence of the 
bankruptcy or i n s o l v e n c y or s i m i l a r occurrence o f the 
p:--"haser o f such Subject M i n e r a l s any amounts p r e v i o u s l y 
c r e d i t e d LO t h e Net Cash Flow Account are, i n f a c t , r e ­
claimed frcm A s s i g n o r or i r s r e p r e s e n t a t i v e , tnen a d e b i t t o 
the Net Cash Flow Account s h a l l be made i n the amounts 
reclaimed as p r o m p t l y as p r a c t i c a b l e f o l l o w i n g Assignor's 
payment t ' r 20 f ; 

( i i i ) the Net Cash Flow Account s h a l l not be 
c r e d i t e d w i t h any amount t h a t Assignor s h a l l r e c e i v e f o i any 
s u l * or oth e r d i s p o s i t i o n o f any o f the Subject I n t e r e s t s or 
out of any payments made t o Assignor and r e l a t e d t o " c a r r i e d 
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i n t e r e s t " arrangements whereby Assignor's costs and expenses 
a t t r i b u t a b l e t o ' any of the Subject I n t e r e s t s i s p a i d by a 
t h i r d p a r t y c r i n connection w i t h any adjustment of any w e n 
and leasehold equipment upon u n i t i z a t i o n of any c f the 
Subject I n t e r e s t s ; and 

( i v ) i f c o n t r o v e r s y or p o s s i b l e c o n t r o v e r s y 
exist:, (whether by r<- sen o f any s t a t u t e , o r d e r , decree, 
r u l e , r e g u l a t i o n , con '-act, or otherwise) as t o the c o r r e c t 
or l a w f u l s a l e s p r i c e of any Subject M i n e r a l s , or i f any 
amounts r e c e i v e d by Assignor as "take-or-pay" or " r a t a b l e 
take" payments arc subject t c refund tc any purchasers c f 
Subject M i n e r a l s , then 

(aa) amounts w i t h h e l d by such, purchaser 
or deposited by i t w i t h an escrow agent s h a l l not be con­
sidered t o have been received by Assignor and s h a l l not be 
cr e d i t e d t c the Net Cash Fiow Accoun.-: u n t i l a c t u a l l y c o l ­
l e c t e d by As s i g n o r ; p r e / i c e d , however, t h a t the Net Cash 
Flow Account s h a l i not be c r e d i t e d v i t h any i n t e r e s t , 
p enalty, or o t h e r amount t h a t i s not do: ived frcm the sale 
of Subject M i n e r a l s , b u t , i n s t e a d , '..signor s h a l l make 
payment d i r e c t l y t c Assignees o f Assignees' a l l o c a b l e share 
of any such amounts paid t o Assignor by the purchaser of 
Subject M i n e r a l s a the escrow agent; and 

|bb) amounts received by Assignor and 
promptly d e p o s i t e d by i t w i t h a n o n - a f f i l i a t e escrow agent, 
t c be placed i n i n t e r e s t b e a r i n g accounts under usual and 
customary term?, .--..all not be considered t c have been 
received" by Assignor and s h a l i net be c r e d i t e d to the Net 
Cash Flew Account u n t i l d i s b u r s e d t c Assignor by such escrow-
agent; p r o v i d e d , however, t h a t the Net Cash Flow Acccunt 
s h a l l not be c r e d i t e d w i t h any i n t e r e s t , b u t , i n s t e a d , 
Assigr.rr s h a l l make payment d i r e c t l y t o Assignees o f Assign­
ees' a . l ' -able share of any such i n t e r e s t disbursed t o 
Assignor by t h e escrow agent. 

b) The Net Cash f l o w Account i n respect i f the 
Subject I r . - e r e s t s s h a l l be d e b i t e d w i t h "ount c .al t o 
the sum o f the f o l l o w i n g (other than Manufacturing C o s t s ) , 
to the e x t e n t t h a t the same are p r o p e r l y a l l o c a b l e t o the 
Subject Weils f o r which such Net Cash Flow Account i s 
mai tained and the p r o d u c t i o n and marketing of Subject 
Minerals t h e r e f r o m and have been i n c u r r e d and paid by 
Assignor, w i t h respect t o each such w e l l , subseguent t o the 
E f f e c t i v e L a t e , but only to the e x t e n t t h a t such items have 
not been used as a basis f o r measuring any purchase p r i c e 
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paid L_ Assignees to Assignor f o r t h i s Conveyance, as 
provided i n the Master Purchase Agreement: 

( i ) Tha costs i n c u r r e d by Assignor of d i r e c t 
labor, t r a n s p o r t a t i o n , and o t h e r s e r v i c e s necessary cor 
d r i l l i n g , o p e r a t i n g , m a i n t a i n i n g , reworking, and producing 
the Subject Weils aid f o r a l l m a t e r i a l , equipment, and 
supplies purchased and used on surh w e l l s and overhead costs 
paid to the o p e r a t o r ( i n c l u d i n g A s s i i n o r where ; fc i s the 
operator) o f the w e l l s pursuant to the a p p l i c a b l e o p e r a t i n g 
agreements; p r o v i d e d t h a t such costs - h a l l be reduced by 
amounts r e c e i v e d by Assignor a t t r i b u t a b l e to the Subject 
I n t e r e s t s f o r the sale of u x t ' i r 0 : and e^'ipment therefrom; 

( i i ) The costs of d e h y d r a t i o n , compress^. , 
r e p a r a t i o n , t r a n s p o r t a t i o n , nd marketing of p.eduction frcm 
the Subject Wells ; 

> i i i ) The costs o f l i t i g a t i o n , l i e n s lodg­
ments, and l i q u i d a t e d l i a b i l i t i e s i n c l u d i n g amounts paid as 
a refund. penal *-y, or i n t e r e s t because tha amount i i t i a l l y 
received by As .'g.ior as a sales p r i c e of Subic-. \. ,1 .erals 
was more, or al.. "-,edly more, "han p e r m i t t e d by ":h terms of 
any a p p l i c a b l e c o n t r a c t , s t a _ u t e , r e g u l a t i o n , orde*-. decree, 
01 o t i e r o b l i g a t i o n ( provided, however, t h a t sue amounts 
were p r e v i o u s l y c-edi . i t o the Net C ish Plow A c c e n t ) and 
claims a t t r i b u t a b l e t u the opera Lion, maintenance, or 
production of the w e l l s ; 

( i v ) A l l taxes (excep -. uicome taxes a:.d the 
W i n d f a l l P r o f i t Tax) asr.'SS'- 1 t g . i n p t Oi a t t r i b u t a b l e to the 
Subject Wells or the r.abject Mir?..? ;-rodr.ced t h e r e f r o m ; 

(v) D i r e c i f .-rs '.hich Assignor nuy br 
. .quired to pay t o ccunsel f.J / ..-'gnees and to HuddlesL.cn & 
Co., as e n g i n e e r i n g consulted f o r Assignees i n connection 
w i t h or r e l a t i n g t o the prepa ion of t h i s Conveyance, the 
Master Purchase Agreement, th.- r.ive lopment Agreement and the 
Walter E x p l o r a t i o n Progran agreements; r e c o r d i n g costs 
i n c u r r e d i n connection w i t h the f i l i n g o f t h i s Co'iv= ance; 
and the c o s t s i n c u r r e d by '.ssignor f o r the a u d i t s ..f any, 
conducted by Assignees pursuant t o Section 2.3(g) below; 

( v i ) Luuse A c q u i s i t i o n Costs a l l o c a t e d to the 
Subject I n t e r e s t s by A c ^ j n o r , a l l s h u t - i n r o y a l t i e s or 
si.p la payments or r« n':als w i t h respect t o uhe Subject 
I n t e r e s t s ; 
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( • • i i ) Premiums o . insuran- e c a r r i e d pursuar. t 
t o S e c t i c n 6 . 1 , . . ) ; 

( v i i i ) S u b j e c t t o Llie prov? sions * " . t i d e 
V I I I h e r e o f , a l . Abandonment Costs ; 

( i x ) The costs i n c u r r e d by A s r . j n o r i n 
c o n n e c t i o n w i t h t he e x e r c i s e o f i t s r i g h t s p\ r r a^ - . t to 
S e c t i o r i 10.9; 

(x) The cash payments made by Ass ignor upon 
any p o o l i n g or u n i t i z a t i o n o f the S u b j e c t n t e r e s t s -

( x i ) A l l o the r cos ts r e r - o n a b l y i n c u r r e d by 
A s s i g n o r f o r the necessary or proper d r i l l i n g , complex on, 
hook up, p r o d u c t i o n , o p e r a t i o n , r e w o r k i n g , r e c o m p l e t i n g , and 
main tenance oJ -h . S u b j e c t Wells and tne Sub jec t I n t e r e s t s ; 

( / . i ' , A l i o ther c o s t - i n c u r r e d by Ass ignor 
p u r s u a n t tc the W a l t e r E x p l o r a t i o n Program Agreement, the 
Development Agreement and any a p p l i c a b l e o p e - a t i n g 
agreement ; and 

( x i i i ) P r o v i d e d t h a t the cos t s re fer rec . i n 
t h i s Sec t ion 2.3 ib) ; h a l l e induced by (a) amounts T eo i v e d 
by Ass ignor f c r d r y ho le bot tom h o l e or other s i m i l a r 
c o n t r i b u t i o n s r e l a t e c t c the ' ' u b j e c t I n t e r e s t s , (b) the 
a p p l i c a b l e a c t u a l s a lvage v due '.. r de te rmined i n accordance 
w i t h the a p p l i c a b l e operati : .~. ^g-oemr.nt then i n e . ec t and 
b i n d i n g upcr. A s s i g n o r ) o f any r e r s o n a l t y , p l a t f o r u e g u i p ­
m e n t , p i p e l i n e s o r g a t h e r i n g l i n e s r e l a t e d t " v e Subject 
I n t e r e s t s , l e s s , i n each ins t ance the ? c c j a l cc .• o t 
s a l v a g e , (c) the cash p-yments r e c e i v e d by A s s i r \ r . a- a 
r e s u l t o f any p o o l i n g o: u n i t i z a t i o n o f the Subj. . , ' Cnti r -
•>s ts , (d) any i n s u r a n c e p r o c e j J n r e c e i v e d by A- s i g m / i n 

e s p e c t o f t i e S u b j e c t I n t e r e s t •, (e) any excess amounts 
•>hich are rel - a.-- t o Assignor pu r suan t t o Seccion 8.2 
h e r e o f . a r i . L i a: \ n^o r ece ived by Ass ignor upc.i the 
w ' i t cm^.it of A s u i ' s i n t e r e s t pursuan t t o Sect ior . 3.7 c r 

t n t w'al ter Explor i o n Program Agreement and Sec t ion 5.02 o f 
che L * *ilopm'nt Agreemeii t . 

ic) N o t h i n g set f o r t h i r t h i s Sec t ion 2.3 s h a l l 
be i n t e r p r e t e d o r a p p l i e d i n a i> manner t h a t s h a l l e>/er 
r e q u i r e or pe rmi t r.ny d u p l i c a t i o n o f a l l or any p a r t o f any 
c r e d i t or ^ Iiarga t o any Net Cash Flow Account w i t h ^espec 
t o t h e same t r a n s a c t i o n , i t e r , o f expense o r charge , whether 
u n d e r t h i s Agreement o r r e f l e c t e d i n the Master Purchase 
Agreement , or t h a t shal. ' eve*- r e g u i r e or p e r m i t any 
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m c l ' " ? : i f any c h a r g e t c any No- Cash F lo ' - l . . -cci . ' t t h a t i s 
r e i m b a s..:3. 1 A s s i g n o r a t any t i r . e by anv Pe r.. F u r t h e r , 
no cha 'ge nay b^ n a d e t c t h e Net r\-. h F l o w A c c c u n t w h i c h i s 
u s e d . " r e a n y p u r c h a s e p r i e . 'or t h i s C :n -eyance 
r u r s u s n t fee . • . M a s t e r Pu rchase Agr - - . . cu t . 

(ci) Each q u a r t yea r ( e n d i n g on t h . a s t day o f 
c c t M a r c h , J u n e , Sept-- • ?i and De?er .b*»r ) ( t : T i e " _e: . . . ' 
Q i T - r t ^ : " ) a f t e r t h e F c • -. • *••• 2 - t e : 

( i ) T h e r e s h a l l be d e d u c t e d (aa) t h e t o t a l 
dt- .-ai ts p r o p e r l y made r o t h e p o r t i o n c f t h e Net Cash " '.ow 
A c c o u ' r- wh: t h i s r e l a t e d tc t h e E x p l o r a t i o n I n t e r e s t s d u r i r c 
s u c h S e f e r e n c e Q u a r t e r p u r s u a n t t o S e c t i o n 2 . 3 ( b ) f r o r 
( b b ! t h e i t a l c r e d i t s p r o p e r l y mad; t o t h e p o r t i o n o f such 

N e t Cash, ' l c - A c c o u n t w h i c h 1: r e l a t e d t o t'-.e E x p l o r a t i o n 
I n t e r e s t s d u t ' - : sue:: P e f e r e n Q u a r t e r p a r s u a n * t c S e c t i o n 
2 . ? (a) , and 

( i i ) T h e r e sh . . ' be d e d u c t e d (aa) t h e t 
d e b i t s p r o p e r l y made t h e p j r t ^ c t i o f t h e L> c Casr f f « 
A c c o u n t w h i c h i r r e l a t e , , t c che V ••- ' -pment I n t e r e s t s d i r . 
s u c h R e f e r e n c e Cpiar t u r pu r sua t cc S e c t i o n 1 j i h ) f r c . . 
( b b ) t h e t o t a 1 ~ r e d i t s p r . -per 1 m a l e t o "-hu p o r t i o n c t =uch 

N e t Cash Plow Ac " . r . t whic ' . ' r e l a t e d \ o t h e D e v e l o p m e n t 
r u c o r ^ ' t s a u u - . *.. P e ' . ' - e ' u e Q u a r t e r p u r s u a n t , t o S e c t i o n 
2.21,' . 

T..e ne c a s h f l o w \ "Net Cash F l >w") s h a l l t h e n be 
d e t e r m i n e d by (1) a p p l y i n g t h e a p p l i c a ! l e Pr eeds P e r c e n ­
t a g e s t.~ ^he p c r t i r n p o f che r e s p e c t i v e b a l a n c e s i n t h e Ne t 
C a s n r . . j w Accoun* w vc i ar- 1 I e r i v e d f r o m t h e E x p l o r i t i o n 
I n i e ; s t s and De r e ' . o p i IP n t I n t t . • .ssts as d e t e r m i n e d by ( i ) and 
»«._/ .w • ( ' . , ther? (21 c o m b i n i n g t h e r e s u l t s o b t a i n e d f r o m (1) 
c b ' _ . e , and Mum ' 3 * dodu< ng any D e b i t l Jc i n c e , i f ar. , o f 
N ? t v .sh F . o / f r c . i t h e : ; i o f t h e I I . T Q ^ . ' t t e l y prec< c u i n g 
Rt f ' i r e n c c Q u a r t e r . I f t h e T o m p u t a t i o n s »*3c i n a c c o r d a n c e 
w i t h . h i s c . c t i c e 2 . 3 ( d ) a: t h e . ' f f e e t o . *mc. ' s w i t h h e l d 
o r comp u t r ' and r a i d f o r s s i g n e e s ' W i n J f . i l i P r o ' i t Tax 
r e s u l t i n i n e g a t i v . - " M : a t t h e end o f a R e f e r a r c e Qu . - ^ t e r 
t h e n e g a t i v e sum s h . ". deemed t h e " D e b i t B a l a n c e " . A"^ 
D e b i t Ba lance s h - 1 1 . . . . . ; t i f o r w a r d t c n r a , . p l i d t o t h e 
e n d o f t h e i m r e d i r t e l j - o l l o v i - n c ; R e f e r e n c e "mart ->r, i f 
n o t c c ^ l e t e l y u t i 1 ! T e a , i.c s u c c e e d i n g r e f e r e n c e c a r t e r s . 
I f *-' • — i s a D e b i * Ba lance a t t h e enc o f any f e r e n c e 
Q u a r t c , no p a y m e n t s ' h a l l be r.ads t i A s s i g n e e s - e s p e c t 
o f - ne C v e r r i l i n g ' < o y a x f a y I r * - e r e s t . . i r sh.-.l i A s s i g es e v e r 
be ' l a b l e t r , .iake a n y p a y m e n t t u A: s i g n e r i n r e s p - ; o f t h e 
Deb ' P • 1-ace. 



(e) Unless the paymevts c* Ne L Cash Flow have 
been suspendec p u r s u a n t tc Si c t i o n 4.C. • ' the Master 
Purchase Agreement, cn T b«.f-.- the Q u a r t e r l y Record Cate 
f o r each Reference Q u a r t e r , A s s u r o r . - h a l l t r a n s E T or cause 
t o he t r a n s f e r r e d t o Assigneer (by w i r e t r a n s f e r to a bank 
account des ignated i n \ r i t i r g by each Assignee frc;- t ime to 
t i m e ) an amount i n r e s p e c t o f tne Sub j ec t I n t e r e s t s equal to 
t h e excels o f the Nev. Cash Flow f o r the imitred: a t e l y p reced­
i n g Reference C u a r t e r over the amount o f W i n d f a l l P r o f i t nax 
w i t h respect 4 > t h e immed ia t e ly p r eced ing Reference Quar te r 
w i t h h e l d or p. 1 a- d computed by A s s i g n o r o - b e h a l f o f each 
Assignee i n Accordance w i t h the a p p l : ab le p r o v i s i o n s o f the 
Code and the Depar tment o f Treasur" r e g u l a t i o - r , promulgated 
f ereunder w i t h r e s p e c t to t:.e p d u c t i o n a t t r i b u t a b l e t o 
t . x Cver Lding R o y a l t y I ^ ' ^ s t . 

( f ) M i l funds C' l i v e r e d t c Assignees on ac :ount 
o f the O v e r r i d i n g R o y a l t y xntere t s h a l l be c a l c u l a t e d and 
p a i d e n t i r e l y and e x c l u s i v e l y out o f the proceeds a t t r i b u t -
•=11 - c the S u b j e c t M i n e r a l s i n excess ~>f the aggregate o f 
hanuiac 'wuring Proceeds (as p rov ided h e r e i . : ) ; and i ; . no event 
sha 1 such payments ever exceed 10u% c t the gross f a i r 
mar. c t value c f such p r o d u c t i o n ( the "Gross v t lue") a t the 
c e l l h e a d b e f o r e the a p p l i c a t i o n o f an" : i n u f a c t u r i n g , 
p r o c e s s i n g , r e f i n i n g o r convers ion process • any t r a n s p o r ­
t a t i o n away t h e r e f r o m ; and should the payments t o Assignees , 

omputed m accordance he rewi th ever exceed such Gross 
' c lue , then the amounts by which such payments exceed tha 
Cross Value ( the "Ove: ige") s h a l l be suspended and acc: _-d; 
and i f the payments a l c u l a t e d i n accordance h a r e w i t l are 
e v e r agaia less t h a - the Gross Va lue , the Overage s h a l i be 
:dded to subsequent payments but not •.». an amount which 
. • ; u l d ti.er. cause payments t o exceed the Gros" Value so t h a t 

Assignees s h a l l , i f p o s s i b l e , be e n t i t l e d * . i r ece ive the 
s t .a l amount t o be d i s t r i b u t e d hereunder as i f the l i m i t a ­

t i o n imposed b^ t h e Gross Value ha not been i n e f f e c t . 

(g) The books o f account md records o f Ass ignor 
re.a*- ng t o the Net Cash Flow Account .-:hall be open at a i l 
r«r*sf able t imes f o r e x a m i n a t i o n , i n s p e c t i o n , copy ing , -nd 
a - ! . by Assignees and i t s r e p r e s e n t a t i v e s , a t A s s i g n o r ' s 
e >er>.se, subjec t t o a charge Lhe N'1 'ash Flow Account as 
p i o v i d e d i n S e c t i o n 2 . 3 ( b ) (v) hereinabc /« 

(h) No l a t e r than A p r i l 3P o t each year , the 
d e t e r m i n a t i o n o f t n e amount t ha t should have been p a i d t o 
A s s i g i e 1 " - pursuant co Sec t ion 2 . " ( d ) i n respect o f the 
i.tunedia : t ' y p r e c e d i n g ca lendar v o i r s h a l l bo c a l c u l a t e d by 
A s . i i g n o i c : d s u b m i t t e d , toge the r w i t h s u b s t a n t i a t i n g da t a , 



by B.osi " t o Ass ignees f c : approva l . I f Assignees s h a l l 
h.«'. ro "ivi»d l o s s t l i a n tho a c u a i amount c f i t s O v e r r i d i n g 
r o y a l t y ' . ' t e r e s t , Ass ignor i i l l d e l i v e r t o Ass ignees , 
w i t h i n :• v .a (7) day? a r t e r A -.inner and Assignees have 
r e ":hed ..-iLemen! w i t h respect t such ac tua l amount, tho 
amrunt neces: T V f o r Assignees t o have r ece ived an amount 
equa l to u ^ e r r i O i i i i r o y a l t y t o r t t . I f Assignees 
s h a l l h o - , •••ved mcr' t h i n th< ar, m t o f i t s Ovei r i d i n g 
Roya l t y In t e re it A ^ - i g n c r , w i t i i . n seven (7) days a f t - r r 
Ass ianor and As. \ ..oes h i v e reached agreement w i t h respect 
t o such ac tua l ar u n t , ay chacge the No*- Cash Flow Account 
w i t h an .i:..ount necessary c o r r e c t the .balance. 

A ; - . I C : . K I T : 

3 1 Assignor s h a l l tun.:.> co Assignees (a) r e p o r t s , 
i n reasonable d< :.ai i , w i t n r*»j.pa t l o ( i ) the p r o d u c t i v i t y 
and productive L i f e f i f a l l z< o f the Subject W e l l s , 
( i i ) tha q u a n t i t y o f Subject Minei i i s recoverable from a l l 
o r any ~ f the S u b j e c t Well;-, ( i i i ) the p r o j e c t e d proceeds 
and rc:t« 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 i n 'espect 
o f rar su~h w e l l , ( i v * any cnanges made or proposed to hc 
made . the methods or treatment c: d p e r a t i o n of each such 
' • ' o l 1 , any propostd abancr r.ment ">f a w< 1, ary pluggino of a 
_ i ' . and reopen i r g 'hereof a: * . ' i f f e r e m l e v e l , anv method, 

o f rcpre.'vjuring whici. may a f f e c t -uc. w e l l , or any other 
a c t i o n t h a t may m a t e r i a l l y increase or reduce '.lie value of 
the Overriding R o y a l t y I n t e r e s t , and (b) i - regues*:ed by 
Assignees nnd t o the ext e n t not prohibi*,»*d by agreements 
w i t h t s i r d p a r t i e s (Assi ior hereby agx^eing t o use i t s best 
e f f o r t s to o b t a i n thc y e i s i t e consent from such t h i r d 
p a r t i e s to d i s c l o s e sucn i n f o r m a t i o n t o Assignees), p e r t i ­
nent w e l l data s u f f i c i e n i o r making w e l l and reserve 
evdhi.icions, i n c l u d i n g , w i t i out 1 i n i c a t i o n , e l e c t r i c 1 gs, 
core data, b o t t o : hole pressure c'ata, '.nd ethe r reasonable 
w e l l data. I n adi ' i c n , except as set fo , n i n th-' immedi­
a t e l y succeeding sentence, Assignor s h a l l n o t i f y Assignees 
n.r */ (90j days p r i o . to the r e l e a s e , surrender, or t e r m i ­
n a b l e ot :.ny of the Sul ect I n t e r e s t s . . h o u l i Assignor not 
have <x\. ' - „ic n i n e t y (90) days p r i o r ct.ee of such r e l e a s e , 
surrender, or tei~.iindS.Jon, t i i e i i Assign' s h a l l n o t i f y 
Assignees o f o..i event as promptly as pi... c t i c a b l e a f t e r 
Assignor har- ... n o t i c e . Assignor ha?l not be r e q u i r e d t o 
f u r n i s h the »; s r e f e r r e d to i n clauses ( l i through ( i i i ) 
of " e f i - . s t j e n t e n c e o* t h i s S e c t i o n 3.1 more f r e q u e n t l y 
the ncr i n each ca'endar year 

3. Oa or be!ore A c r i l 30 c c each year, Assigno: s h a l l 
f u r n i s h to Assignees a w r i t t e n e n g i n e e r i n g repor : w i t h 
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r e s p e c t to the Su b j e c t I n t e r e s t s and each Subject Well 
p r e p a r e d as of January 1 or the year i n q u e s t i o n by the 
Independent ' '•vtoleuro Engineer, s e t t i n g f o r t h s c h f i r m ' s 
e v a l u a t i o n * crcwed developed and proved undeveloped 
M i n e r a l re»«.:•." 'and cont l i n i n g such comments w i t h respect 
t o probablt <• .ei.al r p r e r " e s as the Independent Petroleum 
Engineer may deem a p p r o p r i a t e ) a t t r i b u t a b l e t c the Subject 
I n t e r e s t s , using such set or sets c f p r i e x n e assurrrtior.s as 
may be provided t o the Independent Petroleum Er neer by 
Assignees. Such r e p o r t s h a l l set f o r t h e s t i m a t e - f u t u r e 
n o t revenue, the present value t h e r e o f at discounted r a t e s , 
and the assumptions u t i l i z e d i n a r r i v i n g a t the estimates 
c o n t a i n e d t h e r e i n . 

3.3 No l a t e r than A p r i l 30 o f each yeai Assignor 
s h a l l f u r n i s h t o Agent an annual r e p o r t f o r the immediately 
p r e c e d i n g calendar year c o n t a i n i n g the - amputation o f the 
Net Cash Flow, i n c l u d i n g the components . er e o f , prepared on 
a cash basis and accompanied by a c e r t i f i e d r e p o r t of A r t h u r 
Andersen £> Co. Such r e p o r t s h a l l i n c l u d e a det led i t e m i ­
z a t i o n , by type or c l a s s i f i c a t i o n , o f the t o t a - costs and 
expenses paid by Assignor and used i n c a l c u l a t i n g Net Cash 
Flow. 

3.4 On or b e f o r e the Q u a r t e r l y Record Date, Assignor 
s h a l l d e l i v e r t o Assignees a statament showing: 

( i ) the computation of Net Cash Flow a t t r i b u t a b l e 
t o t he irreiediately preceding q u a r t e r and the computation o f 
Net Cash Flow p a i d t o Assignees from and a f t e r the E f f e c t i v e 
Da u n t i l the c l c s e of such Reference Quarter; 

( i i ) a summary of the computation made or eth e r 
methods used i n deter m i n i n g the Manufacturing Proceeds 
d u r i n g such Reference Quarter; 

( i i i ) a l i s t of the w e l l s d r i l l e d on the Subject 
I n t e r e s t s , a statement of the cost o f each w e l l completed or 
abandoned, and a statement d e s r i b i n g the reason f o r aban­
d o n i n g any w e l l ; 

( i v ) a gen e r a l d e s c r i p t i o n of a l l marketing 
a r r a..gements, or any changes t h e r e o f , t h a t have been made 
w i t h respect t o M i n e r a l s produced from the Subject I n t e r e s t s 
. u r i n g a Reference Quarter; and 

(v) a d e s c r i p t i o n of each, s a l e , farmout or o t h e r 
. 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 
/ s s i g n o r . 
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I t i s contemplated t h a t i n some - :.stances AssiTnor w i l l 
n o t t e the oper a t o r o f t h - Subject I n t e r e s t s and i t s access 
t c i n f o r m a t i o n may be l i m i t e d . A c c o r d i n g l y , the r e p o r t s 
r e q u i r e d by t h i s Subsection 3.4 s h a l l be prepared by 
A s s i g n o r based upon the best i n f o r m a t i o n reasc. i b l y i v a i l -
a b l e t o i t . 

ARTICLE IV 

THE PROVISIONS OF SECTION 2.3 AND THE NET CASH FLOW 
ACCOUNT PROVIDED FOR THEREIN APE FOP. THE SOLE PURPOSE OF 
PROVIDING A MEASURE FOR DETERMINING THE OVERRIDING FOYALTY 
INTEREST, AND TN NO EVENT Sii ALL ASSIGNEES EVER BE LIABLE OR 
RESPONSIBLE TN ANY WAY FOR PAYMENT OE ANY PART OF THE COSTS 
AND EXPENSES CHARGED AGAINST ANY NET CASH FLOW ACCOUNT OP. 
FOR ANY LIABILITIES INCURRED IN CONNECTION WITH THE DEVELOP­
ING, EXPLORING, DRILLING, EQUIPPING, TESTING, OPERATING, 
PRODUCING, MAINTAINING, CP PLUGGING AND ABANDONING OF ANY 
WELL OR THE STORING, HANDLING, TREATING, OF MARKETING OF THE 
PRODUCTION THEREFROM, ASSIGNOR HEREBY AGPEZ.1NG TO INDEMNIFY 
AND SAVE HARMLESS ASSIGNEES FROM AND AGAINST ANY SUCH 
RESP' NSIBILITY AND LIABILITY AND FRCM AND AGAINST ANY LOSS, 
COST (INCLUDING, WITHOUT LIMITATION, THE COST OF THE SUIT 
AND ATTORNEY'S FEEF) , CLAIM, CAUSE OF ACTION, AND LIABILITY 
ARISING CUT OF, RESULTING FROM, OP ATTRIBUTABLE TO SAME OP, 
TO THE BREACH OF AN COVENANT OR WARRANTY OF ASSIGNOR UNDER 
THIS CONVEYANCE. 

ARTICLE V 

I T IS THE EXPRESS INTENT CF ASSIGNOR AND ASSIGNEES THAT 
THE OVERRIDING ROYALTY INTEREST SHALT. CONSTITUTE (AND THIS 
CONVEYANCE SHALL CONCLUSIVELY BE CONSTRUED FOR ALL PURPOSES 
AS CREATING) A NON-OPERATING MINERAL RIGHT FOR ALL PURPOSES. 
WITHOUT L I M I T A T I O N OF THE GENERALITY OF THE IMM- )IATELY 
PRECEDING SENTENCE, ASSIGNOR AND ASSIGNEES ACKNOWLEDGE THAT 
ASSIGNEES HAVE NO RIGHT OP POWER TC P A R T I C I D A T E I N THE 
SELECTION OF A D R I L L I N G CONTRACTOR, TO PROPOSE THE DRILLING 
OF A WELL, TO DETERMINE THE TIMING OR SEQUENCE OF DRILLING 
OPERATIONS, TO COMMENCE OR SHUT DOWN PRODUCTION, TO TAKE 
OVER OPERATIONS, OR TO SHARE I N ANY OPERATING DECISION 
WHATSOEVER. ASSIGNOR AND ASSIGNEES HEREBY EXPRESSLY NEGATE 
ANY INTENT TO CREATE (AND THIS CONVEYANCE SHALL NEVER BE 
CONSTRUED AS CREATING) A MINING OR OTHFR PARTNERSHIP OP 
J O I N T VENTURE OP. OTHER RELATIONSHIP SUBJECTING ASSIGNOR AND 
ASSIGNEES LIABLE J O I N T L Y . 
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ARTICLE 

6.1 Subject t o t h " terms o f the Master Purchase 
Agreement, Assignor covenants t h a t i t ->i' 1 cause: 

(a) A prue o p e r a t i n g and maintenance prcgram 
de sic-ned to d r i l l and complete or abandon the Subject Wells 
t o bc conducted cn the lands covered by the Leases ard the 
spacing u n i t s c o n t a i n i n g any lands covered by the- Leases as 
would a reasonable anc prudent o p e r a t c r and i n accordance 
w i t h sound f i e l d p r a c t i c e s ; 

(b) The Subject Welis tc be maintained and 
operate,! f o r the p r o d u c t i o n o f M n e r a l s i n a gocd and 
workmen l i k e manner and i n accordance v i * - 1 - sound f i e l d 
p r a c t i c e s , a p p l i c a b l e o p e r a t i n g agreements, • c i t o p e r a t i n g 
agreements, c o n t r a c t s c f dev a lopment, or sir.'.-'.-" instruments 
and, i n a l l m a t e r i a l respects, w i t h a l l u n l i c a b l e laws, 
r u l e s , r e g u l a t i o n s , p e r m i t s , o r d e r s , or decrees, rxcept 
those being c o n t e s t e d i n g c i f a i t h and by a p p r o p r i a t e 
proceedings ( p r o v i d e d t h a t no f o r f e i t u r e or loss of the 
Sub j e c t I n t e r e s t s or the Subiect Minerals or any p a r t 
t h e r e c c sha.: 1 r e s u l t d u r i n g the pendency or i n the r e s o l u ­
t i o n o i such c o n t e s t ) , and such w e l l s to be produced at the 
maximum e f f i c i e n t l e g a l r a t e ( s u b j e c t , however, t o any 
a p p l i c a b l e s t a t e and/or f e d e r a l laws, r u l e s , and/or r e g u l a ­
t i o n s governing the amoun• of Mi n e r a l s t h a t may be produced 
from a Subject Well) ; p r o v i d e d , however, t h a t nothing 
contained i n t h i s j ragraph s h a l l be deemed t o prevent or 
r e s t r C .ssign.or t in 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 
oper s t h a t are eo be conducted und* r the terms c f any 
o p e r a t i a agreement, u n i t o p e r a t i n g 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 p e r t a i n i n g 
t o the Subject I n t e r e s t : " (or any p o r t i o n t h e r e o f ) and 
p e r m i t t i n g c o n s e n t i n g p a r t i e s t o conduct non-consent c .^ra­
t i o n s thereon i f a reasonable and prudent o p e r a t o r , a c t i n g 
i n conformity w i t h sound f i e l d p r a c t i c e s , would make such 
e l e c t i o n s ; 

(c) A l l r e n t a l s and r o y a l t i e s w i t h respect tc the 
Su b j e c t I n t e r e s t s and the Subject Wells t o be p a i d ; 

(d) A l l taxes, assessments, and governmental 
charges or l e v i e s and a l l claims asserted or i'-posed u: ->n 
t h e Subject I n t e r e s t s (other than those being contested i n 
good f a i t h and by a p p r o p r i a t e proceedings; provided t h a t no 
f o r f e i t u r e or l e s s o f the Subject I n t e r e s t s or the Subject 
M i n e r a l s or any p a r t t h e r e o f s h a l l r e s u l t d u r i n g the pen-
dencv of or i n the r e s o l u t i o n o f such c o n t e s t ) t h a t , i f 
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u n p a i d , nay beccr .e a l i e n upcn t h e S u b j e c t I n t e r e s t s o r any 
o f t h e S u b j e c t W e l l s , t o be p a i d p r i o r t c d e l i n q u e n c y ; 

(e) A l l m a c h i n e r y , e q u i p m e n t , and f a c i l i t i e s o f 
a n y k i n d new o r h e r e a f t e r l o c a t e d c n t h e S u b j e c t I n t e r e s t s 
n e c e s s a r y o r u s e f u l i n t h e o p e r a t i o n t h e r e o f o r f o r t h e 
p r c d u c t i o n o f M i n e r a l s t h e r e f r o m , t o be p r o v i d e d and t o be 
k e p t i n good and e f f e c t i v e o p e r a t i n g c o n d i t i o n , and a l l 
r e p a i r s , r e n e w a l s , r e p l a c e m e n t s , a d d i t i o n s , and i m p r o v e m e n t s 
t h e r e o f o r t h e r e t o n e e d f u l t o such e n d , t o be p r o m p t l y made , 
a l l as wou ld a r e a s o n a b l e and p r u d e n t o p e r a t o r a c t i n g i n 
a c c o r d a n c e w i t h s o u n d f i e l d p r a c t i c e s ; 

( f ) N o t i c e t o be g i v e n t o A s s i g n e e s o f e v e r y 
m a t e r i a l a d v e r s e c l a i m o r demand o f w h i c h A s s i g n o r has 
a c t u a l knowledge made by any P e r s o n , a f f e c t i n g t h e S u b j e c t 
I n t e r e s t s c r ene o r more S u b j e c t W e l l s , o r o f any m a t e r i a l 
p r o c e e d i n g s i n s t i t u t e d w i t h r e s p e c t t h e r e t o , and a l l r e a ­
s o n a b l y n e c e s s a r y a n d p r o p e r s t e p s t o be d i l i g e n t l y t a k e n t c 
p r o t e c t and d e f e n d t h e S u b j e c t I n t e r e s t s and t h e S u b j e c t 
M i n e r a l s and s u c h w e l l s a g a i n s t any s u c h a d v e r s e c l a i m , 
d e m a n d , o r p r o c e e d i n g , a l l as w o u l d a r e a s o n a b l e and p r u d e n t 
o p e r a t o r ; 

(g) The S u b j e c t I n t e r e s t s , t h e S u b j e c t M i n e r a l s , 
a n d t h e S u b j e c t W e l l s t o be k e p t f r e e and c l e a r o f l i e n s , 
c h a r g e s , and e n c u m b r a n c e s o f e v e r y c h a r a c t e r , o t h e r t h a n 
( i ) t a x e s c o n s t i t u t i n g a l i e n b u t n o t y e t due ar.d p a y a b l e , 
( i i ) d e f e c t s o r i r r e g u l a r i t i e s o f t i t l e o r l i e n s , c h a r g e s , 

o r encumbrances t h a t a r e n e t such as t o i n t e r f e r e m a t e r i a l l y 
w i t h t h e o p e r a t i o n , v a l u e , o r use o f t h e S u b j e c t I n t e r e s t s , 
t h e S u b j e c t M i n e r a l s , o r t h e S u b j e c t W e l l s , and t h a t do n o t 
m a t e r i a l l y a f f e c t t i t i e t h e r e t o , ( i i i ) t h o s e b e i n g c o n t e s t e d 
i n good f a i t h ( p r o v i d e d , h o w e v e r , t h a c r.o f o r f e i t u r e o r l o s s 
o f t h e S u b j e c t I n t e r e s t s o r t h e S u b j e c t M i n e r a l s o r any p a r t 
t h e r e o f s h a l l r e s u l t d u r i n g t h e p e n d e n c y o r i n t h e r e s o l u ­
t i o n o f such c o n t e s t ) , and ( i v ) t h o s e , i f a n y , c o n s e n t e d t o 
by A s s i g n e e s i n w r i t i n g ; 

(h) I n s u r a n c e o f t h e t y p e and i n t h e amoun t s as 
A s s i g n o r r e a s o n a b l y de<ms p r u d e n t i n r e s p e c t o f t h e S u b j e c t 
I n t e r e s t s t o be m a i n t a i n e d , A s s i g n e e s t o be named as an 
a d d i t i o n a l a s s u r e d on t h e C o m p r e h e n s i v e G e n e r a l L i a b i l i t y 
" n s u r a n c e p o l i c y , t h e C o m p r e h e n s i v e A u t o m o b i l e L i a b i l i t y 
i n s u r a n c e p o l i c y , t h e U m b r e l l a L i a b i l i t y I n s u r a n c e p o l i c y , 
a n d t h e O p e r a t o r ' s E x t r a Expense I n s u r a n c e p o l i c y , A s s i g n e e s 
t o be named as an a d d i t i o n a l a s s u r e d on a l l t h i r d p a r t y 
l i a b i l i t y p o l i c i e s , t h e i n s u r e r s t r w a i v e any r i g h t s o f 
s u b r o g a t i o n a g a i n s t A s s i g n e e s as r e s p e c t s a c t i v i t y u n d e r 
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t h i s Ccr.voyar.ee c r the Mas t e i Purchase Agreement and t r 
waive sny r i g h t s t o r e q u i r e Assignees t c pay any premiums or 
ot h e r costs i n r e s p e c t o i tho insurance r e f e r r e d t o i n t h i s 
Section 6.1(h), a c e r t i f i c a t e of such insurance cc^arage to 
be furnished t o Assignees and, i f requested by Assignees, 
copies cf the a p p l i c a b l e p o l i c i e s t o be f u r n i s h e d r c 
Assignees; and 

( i ) The W i n d f a l l P r o f i t Ta:-: a t t r i b u t a b l e t c 
Assignees' O v e r r i d i n g Royalty I n t e r e s t t o be wi t n . i e l d and 
deposited w i t h t h e U.S. Treasury. Assignor s h a l l c o n t e s t 
any disputes r e l a t i n g to such Tax and, i f a refund i s 
obtained, A s s i g n o r v / i l l promptly pay such amount to 
Assignees. 

6.2 Subject t o the terms o f the Master Purchase 
Agreement, Assignor covenants t h a t i t w i l l : 

(a) ( i ) P a r t i c i p a t e i n each w e l l d r i l l e d on the 
lands covered by t h e Leas* :: and i n each w e l l d r i l l e d cn each 
spacing u n i t c o n t a i n i n g any lands covered by the Leases 
unless a reasonable and prudent o p e r a t o r , a c t i n g i n the same 
or s i m i l a r c i r c u m s t a n c e s , woul! e l e c t not so to p a r t i c i p a t e 
and ( i i ) pay a i l c o s t s a t t r i b u t a b l e to i t s WI i n respect of 
each, w o l l i n which i t p a r t i c i p a t e s ; 

(b) Comply i n a l l m a t e r i a l respects w i t h a l l 
govarnment r e g u l a t i o n s and r e p o r t i n g requirements r e l a t e d t c 
the Subject I n t e r e s t s and the Subject Wells t h a t , i f not 
ccmplied w i t h , would have a m a t e r i a l adverse e f f e c t upcn the 
Subject I n t e r e s t s or the Subject Wells; 

(c) Perform a l l m a t e r i a l o b l i g a t i o n s t o be 
performed by i t under a l l m a t e r i a l c o n t r a c t s and agreements 
ap p l i c a b l e to the Subject I n t e r e s t s , the Subject M i n e r a l s , 
and the Subject Wells ( i n c l u d i n g , w i t h o u t l i m i t a t i o n , 
o p erating agreements and Mineral sales ccr'ra.'ts) and use 
i t s best e f f o r t s (by t a k i n g such a c t i o n as i s a v a i l a b l e to 
i t by c o n t r a c t , a t law, or i n e q u i t y ) t o enforce the p e r f o r ­
mance undor such c o n t r a c t s and agreements of the oth e r 
p a r t i e s t h e r e t o . 

6.3 Assignor s h a l l ccmply w i t h the p r o v i s i o n s of 
Sections 6.1 and f .2 w i t h o u t regard t o the existence o f the 
Overriding Royalty I n t e r e s t or any o t h e r r o y a l t y , o v e r r i d i n g 
r o y a l t y , or o t h e r i n t e r e s t created subsequent to the E f f e c ­
t i v e Date. The p r o v i s i o n s set f o r t h i n Sections 6.1 and 6.2 
t h a t require A s s i g n o r t o perform c e r t a i n d u t i e s or t o take, 
or cause t o be t a k e n , c e r t a i n accions t h a t can o n l y be 
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performed or taken by the o p e r a t o r of the w e l l s h a i l be 
construed t c - q u i r e Assignor, i f i t i s not the o p e r a t o r , ts 
use i t s best • : f o r t s (by t a k i n g such, a c t i o n as i s a v a i l a b l e 
tc i t by c o n t r a o t , at law, c r i n e q u i t y ) t c cause the 
operator t o p e r f o r m the duty or t o take a o t i c r . i n q u e s t i o n . 
Without l i m i t a t i o n e f the g e n e r a l i t y of the t oreooing, i f 
the operator e l e c t s , pursuant t o the a p p l i c a b l e o p e r a t i n g 
agreement, t o become a non-consenting t a r t y w i t h respect to 
such duty c r a c t i o n , and i f Assignor may cause such, duty or 
actio n to be performed cr taken by becoming a c - r.'jontir.c 
party under the a p p l i c a b l e o p e r a t i n c agreement, then 
Assigncr s h a l l so e l e c t t o become a censent inc part.' unless 
a reasonable and prudent o p e r a t o r , a c t i n g i n accordance with, 
sound f i e i d p r a c t i c e s and w i t h o u t regard tc the existence c f 
the O v e r r i d i n g Royalty I n t e r e s t or any o t h e r r o v a l t v , 
o v e r r i d i n g - o y a l t y , or ether i n t e r e s t c reated subsequent to 
the E f f e c t i v e Date, wc-: Id refuse tc undertake the p e r f o r ­
mance c f the d u t y or t h t t a k i n g o f the a c t i o n i n qu e s t i o n . 

ARTICLE V I I 

Assignor s h a l l havo the r i g h t to p ^ c l or u n i t i z e a l l or 
any ef the Leases as to any one or more of the formations or 
herinens t h e r e u n d e r , and as to any of the Subiect Min- r a l s , 
when, i n the judgment of Assignor ( e x e r c i s i n g good f a i t h and 
wi t h f a i r d e a l i n g w i t h respect t o the i n t e r e s t s of Assign­
ees) , i t i s necessary or a d v i s a b l e t o do so i n order t o ferm 
a d r i l l i n g o r p r o r a t i o n u n i t t o f a c i l i t a t e the o r d e r l y 
development o f t h e Subject I n t e r e s t s or to comply w i t h the 
requirements o f any law or governmental order or r e g u l a t i o n 
r e l a t i n g to the spacing of w e l l s or p r o r a t i o n of the produc­
t i o n therefrom. Fer purp<- es of computing the O v e r r i d i n g 
Royalty I n t e r e s t , t h t re s h a l l be a l l o c a t e d t o the Subject 
I n t e r e s t s i n c l u d e d i n such u n i t ?. pre ata p o r t i o n of the 
Minerals produced from the poolr ! u n i on the same basis 
t h a t p r o d u c t i o n from the pool er m i t i s a l 1 coated t c ocher 
work inc i n t e r e s t s i n such pool or u n i t . Promptly a f t e r 
formati;..-. c f any such, u n i t , Assignor s h a l l f u r n i s h t c 
Assignees a t r u e copy o f tii e p o o l i n g or u n i t i z a t i o n agree­
ment, d e c l a r a t i o n , or other i n s t r u m e n t c r e a t i n g such. u n i t . 
The i n t e r e s t Ln any such u n i t 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 (or any p a r t t h e r e o f ! i n c l u d e d t h e r e i n s h a l l 
become a p a r t o f the Subject I n t ' e s t s and s h a l l be subject 
t o the O v e r r i d i n g Royalty I n t e r e s t i n the same manner and 
- i t h the same e f f e c t as i f such u n i t and the i n t e r e s t of 
Assignor t h e r e i n were s p e c i f i c a l l y described i n E x h i b i t "P" 
t o t h i s Convevar.ce. 
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ARTICLE v: I : 

8.1 I n the eve r.t t h a t , as c: the er.d or ar.y mcr.th, rho 
jg regale e s t i m a t e d f u t u r e Net Cash Flew f r cm the Subject 

I n t e r e s t s , as estimated h" the Thde-render.1' Petroleum Engi­
neer i n such enaineer' s r.. s t c u r r e n t r e p c r t , i s less than 
HO C-i c f the aggregate estimated f u t u r e Abandonment Costs f o r 
the Subject I n t e r e s t s , as e s t i m a t e d by Assignor, Assignor 
ray place i n an escrow acccunt (the "A.bandc-men.t Cost Escrow 
Account") an. amount egual t o s i x t y - t w o and n e - h a l f percent 
'62.5'i c f tho Net Casb Flew ( c a l c u l a t e d w i t h o u t t a k i n g i n t e 
account the p 1 a c i r.c of *uch amounts i n the Abandonment Cost 
Escrov Account f o r tn.' Subject I n t e r e s t s ) f e r such ment::. 
Subject t c the p r o v i s i o n s of Section. 8.2 below, at such time 
ac- tho a -unt i n tho Aba r.c nment Cost Escrow Account f o r the 
S'u. • "?*• I n t e r e s t s exceeds 12 5*, of the aggregate estimated 

" -vm-ut Costs f c r a l l c f tho Subject I n t e r e s t s 
] " " f i Prospects, as a group, n.c f u r t h e r 

uc p'. -.ced i n sue: e screw acccunt u n t i l such 
c_. „ tne escr-'ve 1 fundt i n • he Abandonment Cost Escrow 
Account, s h a l l dr. be less t:.un. 12 5% c f saie aggregate 
estimated f u t u i Abandonment Costs. Tho amounts placed i n 
the Aband:nment Cest Escrow Account s h a i l be placed i n 
escrow with, an independent escrow agent, and the escrow 
acreement between Assignor and the escrow agent s h a l l 
provide t h a t the escrow agent s h a l l place such escrowed 
funas i n c e r t i f i c a t e s c f dep o s i t c r United States government 
s e c u r i t i e s h a v i n g m a t u r i t i e s net t o exceed 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 Aband­
onment Costs must bo i n c u r r e d and Assignor i s r e q u i r e d t c 
expend amounts or has expended amounts f o r Abandonment Costs 
on the Subject I n t e r e s t s f o r which an Abandonment Cost 
Escrow Account has been e s t a b l i s h e d , Assignor s h a l i cause 
the escrow agent t o release from the /Abandonment Cost Escrow 
Account f o r the Subject I n t e r e s t the lesse. of ( i ) an amount 
equal tc s a i d Abandonment Costs or ( i i ) the t o t a l amount of 
funds i n tho Abandonment Cos1 Escrow Account a i r the Subject 
I n t e r e s t s and t c pay those amounts t o Assignor. I f l e ; s 
thar. a i i of the funds i n the A.bandc r rn^r.t Cost Escrov; Account 
are to be r e l e a s e d and paid to Ass g vor a f t e r Assignor has 
in c u r r e d and p a i d a l l Abandonment Costs r e l a t i n g t o a l l of 
the Subject I n t e r e s t s on the 1938 Prospects. then the 
amounts, i f ho Abandonment Cost Escrow Account 
s h a l l hc paid 

8.2 h' the p r o v i s i o n s of Section 8.1 
above, at su re remains a s i n g l e Prospect on 
which Abando are exr ac ted t o be i n c u r r e d , 
Assignor s h a l l ...LUX.. . xr.dero-dent a p p r a i s e r s a t i s f a c t o r y 
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to Assignees ' : e s t i m a t e the Abandonment Ccstr t o be i r o n ; -
red v i t h re:- c t t o such Prcsp-.-ct. Thererpor., Assignor may 
never r e t a i n more than 110* of the estimated f u t u r e Abandon­
ment Costs w i t h respect to such Prospect (as i e t e i m i n e ; by 
the independent a p p r a i s e r ) i n th." Al ndonment Cost Esc: i 
Account. I f , upon such i n d e r i n d e n t appraisement, mere than 
the required amount remains i n the Abandonment Cost Escrow 
Account, any excess s h a l l be released t c Assignor and s h a l l 
reduce the c o s t s chargeable t o the Net Cash Flow Account 
pursuant t o S e c t i o n 2.1(b) hereof. 

ARTICIF TX 

9.1 Assignor agrees te wa and fo r e v e r defend, a l 
and s i n g u l a r , the O v e r r i d i n g F . t y I n t e r e s t unto Assign­
ees, s e v e r . i l l y as t h e i r r e s p e c t i v e i n t e r e s t s appear, t h e i r 
respective successors a r i a s s i g n s , acainst a l l persons 
whemsoo-.er c l a i m i n g cr to c l a i m the same, e: any p a r t 
t h e r e o f , by, chrough or under A s s i g n o r , bu*- not otherv/ise. 
Thi- Conveyance s h a l l cover and apply to a- a f t e r acguired 
t i t - ' owned er t ' be owned by Assiano: the Subject 
I n t e r e s t s pursuant t o the Walter Exp '.oratioi rogram Agree­
ment and th. Development Agreement. Assignor a l s o hereby 
t r a n s f e r s t c i\ssignee: by way o f s u b s t i t u t i o n and ^ubroga-
t'.on ,to the f u l l e s t extent tha1-. same may be t r a n s f e r r e d ) , 
a l l r i g h t s or a c t i o n s c - r ane. against a l l predecessor 
covenantors or w a r r a n t o r r f t j ^ e . 

9.2 THIS CONVF" ANCF K « "REST IN REAL PROPERTY, 
AND THE COVENANTS CONTAINKD IN Tu. a CONVEYANCE ARE COVENANTS 
RUNNING WITH ANP BURDENING THK AND. IN ADDITION TO THF 
RIGHTS AND COVE'.'AN S CONTAINFD IN THIS I <LNVFYANOE, ASSIGNEES 
APE ENTITLE; - A... OF THF BENEFITS, IMPLIED rt IGHTS, AND 
COVENANTS " UCH OVERRIDING POYALTY T NTFRFST OWNERS ARF 
ENTITLED AS A . '1TFR OF LAW. 

Q.3 Assignor agrees nol t o s e l l , t r a n s f e r , d i r p o s e o f , 
encumber, hypothecate or i ledge the Subject I n t e r e s t s , or t<-
borrow money (except ' n r amounts advanced on Assignor's 
behalf under - ; erat Li agreements or othe*" s i m i l a r agree­
ments) or to e n t e r i n t o any acreement r e l a t i n g t o any of tho 
foregoing w i t h o u t the p r i c r express w r i t t e n consent of 
Ass ignees. 

9.4 No d i s p o s i ion of the Subject I n t e r e s t s or any 
p o r t i o n t h e r e o f or any Subject Well or Subject Wells or any 
p o r t i o n t h e r e o f s h a l l be e f f e c t e d unless and u n t i l i t i s 
made expressly s u b j e c t to the p r o v i s i o n : ; of t h i s Conveyance 
and unless t he Person to whom same i s d tposed express 1*' 



assumes, ir. a document d e l i v e r e d t o Assacne* the cover, '.ts 
and w a r r a n t i e s of Assignor t o Assignees r t h i n t h i s 
Conveyance, to the e x t e n t t h a t same ar _ Lcafcle t o the 
p e r i o d fr.. :•• and a f t e r fche date on w h i c 'he d i s p o s i t i o n i n 
q u e s t : ns occurs. Nc d i s p o s i t i o n c r encumbrance o f the 
S u b j e c t .'.r.terests or any p o r t i o n t h e r e o f or any o f the 
l-ub;ect Welis or any p o r t i o n t h e r e o f s h a l l release Assignor 
f r o m i t f o b l i g a t i o n s and l i a b i l i t i e s under t h i s Conveyance 
o r _- tbdivide or a f f e c t any Net C^sh Flow Account. 

APT"CLE X 

10 .1 Excepc as s e t f o r t h i n S e c t i o n 10 .2 , a l l n o t i c e s 
' - o r s e n t s , a p p r o v a l s , r eques t s , demands, o r o the r communica­
t i o n s r equ i r ed or p e r m i t t e d .c be g i v e n unde: t h i s Convey­
ance must be i n w r i t i n g and may be g i v e n by t e l e x , te legran: 
o r t e l e c o p i e r , or by d e p o s i t i n g same in. the m a i l , addressed 
•o the pa r ty t o be n o t i f i e d , p o s t p a i d , and r eg i i t e r . Dr 
c e r t i f i e d w i t . r e t u r n r e c e i p t r eques t ed , n by d e i i v u ' r . g 
such n o t i c e person to such . a r t y . t . c e s g iven Or 
u e r v e d pursuant h e r e t o s h a l l be • f f ^ ^ t . ' v upon r e c e i r t by 
t h e Person to be n o t i f i e d . Fcr purp . s o f n o t ! e, the 
addresses o f A s s i g n o r and Assignees .-.b~ e as f o l l o w * . ; 

I f to A s s i g n o r : Wal ter Development C j r p o r a t i i ' . n 
2 40 The Main B u i l d ' n g 
1212 Main S t r e e t 
Houston, Texas 77002 

I f to Ass ignees : c/c Chase I n v e s t o r s • = ,o.-u at 
C o r p o r a t i o n New Y c x 

1211 Avenue o f the Am* vi< 
New York , New York l ' Gl 

A t t n : Managing Direct*. . -

Oi 1 Gas Investments 

10.2 Ass ignor s h a l l t r a n s f e r or cause tc be ' .vuru' ' .erred 
a l l monies to w h i c h Assignees are e n t i t l e d h< if de- bv 
F e d e r a l fundi w i r e t r a n s f e r not l a t e r thar lh- late when 
d u e , to each Ass ignee a t tne bank acccw.;; \ r i f ed t e a c h 
Ass ignee i n w r i t i n g t o Ass ignor . 

10. J This Conveyance may not be aj ended, a l t e r e d , or 
m o d i f i e d except p u r s u a n t f o a w r i t t e - m - • • • to : ect ted by 
A s s i c nor and A s s i g n e e s . 

10.4 Ass ignor ana Assignees : J f • ».i:ru ta t ime tie 
.and per form such f u r t h e r acts a.c' ci "..a de 11 ve: •• ch 



f u r t h e r i n s t r u m e n t s , c o n v e y a n c e s , and d o c u m e n t s as may be 
r e q u i r e d o r r e a s o n a b l y r e q u e s t e d by t h e e t h e r p a r t y t o 
e s t a b l i s h , m a i n t a i n , o r p r o t e c t t h e r e s p e c t i v e r i g h t s and 
r e m e d i e s o t A s s i g n o r and A s s i g n e e s a n d t o c a r r y o u t and 
• f f e c t u a t e t h e i n t e n t i o n s and p u r p o s e s o f t h i s C o n v e y a n c e , 

p r o v i d e d i n ea. h e a s e th<_ same does n o t c o n f l i c t w i t h any 
p r o v i s i o n o f t h i s Conveyance o r o f t h e M a s t e r P u r c h a s e 
A g r e e m e n t . S p e c i f i c a l l y , as p r o v i d e d i n t h e M a s t e r Pur ;hase 
A g r e e m e n t , A s s i g n o r s h a l i f i l e c c ause t o n~ f i l e d t h i s 
C o n v e y a : . :e f o r r e c o r d a t i o n i n any j u r i s d i c t i o n v h e r e t h e 
S u b j e c t I n t e r e s t s a r e l o c a t e d p u r s u a n t t o l a -»s ane r e g u l a ­
t i o n s o f such, j u r i s d i c t i o n and A s s i g n o r s h a l . 1 a'.;., f i x e a 
c o p y o f each C o n v e y a n c e c o v e r i n g any o i t h e Sch" .. I n t e r ­
e s t s i n B r a z o r i a C o u n t y , T e x a s . P i l i n g s o f t h i s Conveyance 
s h a l l a l s o be madt w h e r e v e r n e c e s s a r y t o e e t a b l ' - n A s s i g ­
n e e ' s p r i o r i t y o f L: t e r e s t and t c p r e v e n t a t r u s t e e i n 
b a n k r u p t c y f r o m becc l i n g a h y p o t h e t i c a l bona f i d e p u r c h a s e r 
t h e r e o f p u r s u a n t t o i . a c t i o n 54 J o f t h e U . S . B a n k r u p t c y Code . 
I n a d d i t i o n , A s s i g n o i s h a l l leake o r cause t c be made any 
a p p r o p r i a t e f i l i n g s VP t h Lhe U n i t e d S t a t e s M i n e r a l s 
Management S e r v i c e . 

10 .5 ""he f a i l u r e o f A s s i g n o r o r A s s i g n e e s t o i n s i s t 
u p o n s t r i c t p e r f o r m a n c e o f any p r o v i s i o r . h e r e o f s h a l l n e t 
c o n s t i t u t e a w a i v e r o f o r e s t o p p e l a g a i n s t a s s e r t i n g t h e 
r i g h t t o r e q u i r e s u c h p e r f o r m a n c e i n t h e f u t u r e , n o r s h a l l a 
w a i v e r o r e s t o p p e l i n any one i n s t a n c e c o n s t i t u t e a w a i v e r 
o r e s t o p p e l w i t h r e s p e c t t o a l a t e r b r e a c h o f a s i m i l a r 
n a t u r e o r o t h e r w i s e . 

10 .6 A s s i g n o r a n d A s s i g n e e s a c k n o w l e d g e t a t A s s i g n e e s 
ha ' /e no r i g h t o r i n t e r e s t t h a t w o u l d p e r m i t i t t o p a r t i t i o n 
a n y p o r t i o n o f t h e S u b j e c t I n t e r e s t s , and A s s i g n e e s h e r e b y 
w a i v e any such r i g h t . 

10 .7 THIS CONVEYANCE SHALL BE GOVERNED BY AND CONSTRUED 
I N ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS UNLESS THE 
REAL PROPER" Y LAWS OF THE S TATE I N W HIC H TLi SUBJECT I N T E ­
RESTS ARE Li /ATED ARE MANDITORILY APPLICABLE; AND THEN ONLY 
TO THE EXTENT OF SUCH MANDITORY A P P L I C A T I O N . 

10 .8 A s s i g n e e s a g r e e t c n ' i f y A s s i g n o r i n t h e e v e n t o f 
a n y c o n v e y a n c e , a s s i g n m e n t , o r o t h e r t r a n s f e r by A s s i g n e e s 
o f a l l c r any p a r t o f t h e O v e r r . i n g R o y a l t y I n t e r e s t . Upon 
A s s i c n c r ' s r e c e i p t o f such n o t i i i c a t i o n , A s s i g n o r a g r e e s t o 
a c h - wledge and r a t i f y such t r a n s f e r so t h a t f r o m and a f t e r 
th . ' f f e c t i v e d i t e t h e r e o f , t h e r i g h t s and p r i v i l e g e s h e r e o f 
( i n s o f a r as t h e i n t e r e s t s t r a n s f e r r e d a r e c o n c e r n e d ) s h a l l 

r e m a i n i n f u l l f o r c e and e f f e c t as i f and t o t h e same e x t e n t 
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as i f w r i t t e n as between Ass ignor and such t r a n s f e r e e . A l l 
t h e covenants and agreenents o f Ass igno r and Assignees 
c o n t a i n e d i n t h i s Conveyance s h a l l be b i n d i n g upon the 
successors and a s s igns o f Ass ignor and s h a l l i n u r e t o the 
b e n e f i t o f the successors and ass igns o f Assignees . 

10.9 Assignor s h a l l have the u n r e s t r i c t e d r i g h t t o 
e x t e n d , mod i fy , amend, o r supplement t he Ceases w i t h r e spec t 
t o any o f the lands covered the reby i n any p a r t i c u l a r 
w i t h o u t the consent o f Ass ignees ; ; - o v i d e d , t h a t no e x t e n ­
s i o n , m o d i f i c a t i o n , amendment, or supp lementa t ion s h a l l 
a d v e r s e l y a f f e c t any o f Ass ignees ' r i g h t s hereunder or under 
t h e Ma-ter Pvrchase Agreement, i n c l u d i n g , w i t h o u t l i m i t a ­
t i o n , he amount, c o m p u t a t i o n , or method o f payment o f the 
O v e r r i _ng Roya l t y I n t e r e s t . Ass igno r s h a l l f u r n i s h 
Ass ignees w i t h w r i t t e n n o t i c e o f any e x t e n s i o n , m o d i f i c a ­
t i o n , amendment, o r supp l emen ta t i on , which a f f e c t s the 
O v e r r i d i n g R< ' a l t y I n t e r e s t w i t h i n t h i r t y (30) days a f t e r 
A s s i g n o r has e n t e r e d i n t o the same, which n o t i c e s h a l l 
s p e c i f y the date t h e r e o f and the l o c a t i o n and the acreage 
c o v e r e d thereby. 

10.10 I t i s not t he i n t e n t o f Ass igno r or Assignees t h a t 
any p r o v i s i o n r . e r e in v i o l a t e any a p p l i c a b l e law r e g a r d i n g 
t h - r u l e aga ins t p e r p e t u i t i e s , the suspension o f the abso-
l u power o f a l i e n a t i o n , or o ther r u l e s r ega rd ing the 
v e : . i n g or d u r a t i o n o f e s t a t e s , and r.hls Conveyan..e s h a l l be 
c o n s t r u e d as not v i o l a t i n g such u ie t o the e x t e n t the same 
c a r be so cons t rued c o n s i s t e n t w i t h the i n t e n t o f the 
p a r r i e s . In the e v e n t , however, t h a t any p r o v i s i o n he reo f 
i s determined to v i o l a t e such, r u l e , then such p r o v i s i o n 
s h a l l never theless be e f f e c t i v e f c r the maximum p e r i o d (but 
n o t longer than the maximum perio< p e r m i t t e d by such r u l e 
t h a t w i l l r e s u l t i n no v i o l a t i c . . . To the e x t e n t such 
maximum pe r i cd i s p e r m i t t e d to be de te rmined by r e fe rence t o 
" l i v e s i n b e i n g " , Ass igne and Assignees agree t h a t " l i v e s 
i n b e i : " s h a l l r e f e r t o the l i f e t i m e o f the l a s t to d i e o f 
t h e new l i v i n g l i n e a l descendants o f the l a t a Joseph P. 
Kennedy ( f a t h e r i f t he l a t e P res iden t o f the U n i t e d S ta tes 
o f A m e r i c a ) . 

10 .11 This Conveyance i s s u b j e c t i n a l l respec ts t o the 
M a s t e r Purchase Agreement . 



D a t e . 

K I T N E 

EXECUTED e f f e c t i v e f o r a l l p u r p o s e s as o f t h e E f f e c t i v e 

ASSIGNOR: 

WALTER DEVELOPMENT CORPORATION 

By _ 
Name 

lil 
T i t l e 

I U U ' 
J. C. iJ.ilt.pr. LLL 
Execu t i w e V.ce President 

STATE OF TEXAS 

COUNTY OF HARRIS 

On t h i s 
appeared 

18th d a y c f 
J . C. WaIter rfrr nuary 

t o 
, 19Ey9, b e f o r e 
me p e r s o n a l l y 

k n o w n , who, b e i n g b y me d u l y s w o r n , d i d s ay t h a t he i s t h e 

Execut ive Vict, r r e s i d e n t o f H . i l t p - n » u o i n n m P n t r .n rnnra t inm and t h a t 
s a i d i n s t r u m e n t was s i c n e d i n b e h a l f o f s a i d c o r p o r a t i o n by 
a u t h o r i t y o f i t s B o a r d o f D i r e c t o r s a n d s a i d .1. r . Waltei I : 
a c k n o w l e d g e d s a i d i n s t r u m e n t t c be t h e f r e e a c t a i .d deed o f 
s a i d c o r p o r a t i o n . 

My ^ Com^Xs^ion E x p i r e s : 

4 

Notary P u b l i c i n and f o r 
The S t a t e o f Texas 

P r i n t e d Name of Notary: 

SIGNATURE PAGE FOR THAT CERTAIN CONVEYANCE OF OVERRIDING 
ROYALTY INTEREST \19 88 PROSPECTS) AMONG WALTER DEVELOPMENT 
CORPORATION AND LEEWAY & CO., ET AL. 

E14DBC/125 



E X H I B I T "A 

ASSIGNEES AND PERCENTAGES 

Ass Tnees P e r c e n t a g e 

^ e i w a y & Co. 31% 

. . s t & Co. 17% 

f i t - t & CO. 17% 

Howard Hughes M e d i c a l I n s t i t u t e 17% 

Ka ie & Co. 13% 

how & Company 5% 

A l l Assignees' addresses are c/o Chase I n v e s t o r s 
Management Corporat : on as set for+-h i n the Conveyance. 



EXHIBIT "B 

Subjec t I r i t e r e s t s 

O i l and Gai Lease o f Submerged Land., d a t e d e f f e c t i v e as o f November 1 , 1988, 
b e a r i n g S e r i a l No. OCS-G 10229, between t h e U n i t e d S t a t e s o f A m e r i c a , as 
L e s s o r , and Wa l te r O i l & Gas C o r p o r a t i o n , as Lessee , c o v e r i n g a l l o f B l o c k 
5 7 3 , Brazos Area, OCS L e a s i n g Map, Texas Map No. 5, c o n t a i n i n g a p p r o x i m a t e l y 
5 . 7 6 0 . 0 0 ac res . 



EXHIBIT "C" 

DETERMINATION CF A 20» RATE OF RETURN 

The Assignees s h a l l be deemed tc have ob t a i n e d a 20% r a t e o f 
r e t u r n when the sum o f the Discounted Net Cash Flow equals 
t h e sum of the Discounted Purchase P r i c e . For the purposes 
o f t h i s Conveyance i "Discounted Net Ca Flow" s h a l l mean 
t h e product of ( i ) the p o r t i o n o f the cash which i s a t t r i ­
b u t a b l e s o l e l y t o the Development I n t e r e s t s and which would 
have been paid t o the Assignees, c o i l e c t i v e l y , i n a given 
month frcm t h e i r O v e r r i d i n g Royalty I n t e r e s t i n connection 
w i t h the Development I n t e r e s t s i f the Net Cash Flow a t t : ' -
b u t a b l e t c the E x p l o r a t i o n I n t e r e s t s had not been ambined 
t h e r e w i t h , m u l t i p l i e d by ( i i ) the d i s c c u n t f a c t o r c o r r e s ­
p o n d i n g to such month as sec f o r t h below; "Discounted 
Purchase Price" s h a l l mean the product of I : ) the p o r t i o n of 
t h e purchase p r i c e and payments made under Section 4.02 of 
t h e Master Purchase Agreement paid by tn? Assignees, c o l l e c ­
t i v e l y , i n a g i v e n month pursuant t o the Master Purchase 
Agreement i n c o n n e c t i o n w i t h the Development I n t e r e s t s , 
m u l t i p l i e d by t i i ) t h e discount f a c t o r corresponding t o such 
month as set f o r t h b e l o v . 

For the purpose o f t h i s Conveyance, a l l payments made or 
deemed to have been made by or t c the Assig es i n a given 
m o r t h s h a l l be deemed made oa tne l o s t day of such month. 

Sample Discount Factors 

P e r i o d End o f Calendar Month/Year Discount Factor 

1 8/87 .9849214 
2 9/87 .970C7C1 
3 10 87 .9554428 
4 11/87 .9410360 
5 12/87 .9268465 
6 1/88 .9128709 
'/ 2/88 .8991061 
£ 3/8S .8855488 
9 4/18 .8721960 

10 5/88 .8590444 
11 6/88 .8460912 
12 7/8? .8333333 

Thereafter: I n t e n t i o n a l l y o m i t t e d , t o be c a l c u l a t e d 
i n the same method as the above discount 
f a c t o r s are d e r i v e d 



WALTER OIL & GAS CORPORMION 

December 7, 1989 

U n i t e d States Department of I n t e r i o r 
M i n e r a l s Management Serv ice 
A t t e n t i o n : Mrs. La Ne l l e Boehm 
A d j u d i c a t i o n Uni t . I.E-3-1 
1201 Mmwood Park Boulevard 
New Or leans. Louisiana 701 23-2394 

Lad ies and Gentlemen: 

Enc losed ycu w i l l f i n d an executed cop\ of the f o l l ow ing described Assignment 
o f Over r i d ing Royalty I n t e r e s t a f f ec t i ng the capt ioned lease for f i l i n g : 

Assignment of Ovt " H i n g Royalty In te res t dated e f f e c t i v e November 
2, 1988, executed on behalf of Walter O i l & Gas Corpora t ion , as 
Assignor, in favo r o f Robert D. J o l l y . David A. Pustka. and Rodney 
L. C o t t r e l l , as Assignees, a f f e c t i n g Federal Lease OCS-G 10229, 
Block 573. Brazos Ar j.. Federal Offshore Texas. 

We a l s o enclose our ch '<k in the amount of S25.00 to cover the f i l i n g fee fo r 
t h e above assignment. 

We request that the above Assignment of Over r i d ing Royalty In te res t be placed 
i n the f i l e a f f e c t i n g the captioned lease, and that you evidence such f i l i n g 
bv s ign ing and r e t u r n i n u the enclosed copy o f t h i s l e t t e r to the a t t e n t i o n of 
t he undersigned. 

RAW:hf 
Enclosures 

RECEIVED AND FILED THE ABOVE DESCRIBED 
ASSIGNMENT OF OVERRIDING ROYALTY INTEREST 
THIS 8th DAY OF December , Tg 89 . 

MINERALS MANAGEMENI SF RVICE 

RE: Federal Lease No. OCS-G 10229 
Block 573, Brazos Area 
Federal . ' f fshore Texas 

Ron A. Wilson 

NAME: ba Ue 11 e TJoehm 
TITLE: Supervisory M ine ra l Leasing S p e c i a l i s t 

DtC 8 1989 

Minerals Manage ent Sen/ice 
Leasing & Environment 

240 T h e M a m B u i l d i n g . 1212 M a i n S l ree t . H o u s i o n . T e x a s 77002 (7131659-1221 



ASSIGNMENT OF OVERRIDING ROYALTY INIERESI R E C E I V E D 

DEC H IQpq 
BRAZOS AREA BLOCK 573 ( 3 0 3 

GULF OF MEXICO { Mtunh u an,„ 
FEDERAL OFFSHORE, 1EXAS { ^ n g T ^ ^ , ^ ^ 

WHEREAS. WALTER OIL & GAS CORPORATION, a Texas c o r p o r a t i o n , whose 

address is 240 The Main B u i l d i n g , 1212 Main S t r e e t , Houston, Texas, 77002, is 

t he owner of c e r t a i n und iv ided in te res ts in and to the h e r e i n a f t e r described 

l e a s e : 

Oi l and Gas Lease of Submerged Lands ( the "Lease") dated e f f e c t i v e 
as of November 1 , 1988, between the Uni ted States of America, as 
Lessor, and Wal ter O i l & Gas Corpora t ion , as essee, cover ing a l l 
o f Block 573, Brazos Area, as shown on OCS Leasing Map, Texas Map 
No. 5, and bear ing Ser ia l No. OCS-G 10229. 

NOW, TH'rMLTORE, WALTER OIL & GAS CORPORATION, a Texas c o i p o r a t i o n , whose 

address is 240 The Main Bu i l d i ng , 1212 Main S t ree t , Houston, Texas, 77002 

( h e r e i n a f t e r r e f e r r e d to as "Ass ignor " ) , f o r and in cons idera t ion of the 

mutual advantages acc ru ing to the p a r t i e s he re to , and for Ten and NO/100 

D o l l a r s ($10.00) and o ther good and va luable cons ide ra t i on , the rece ip t and 

s u f f i c i e n c y of which i s hereby acknowledged, does hereby TRANSFER. ASSIGN, SET 

OVER AND DELIVER unto the assignees h e r e i n a f t e r named, ove r r i d i ng roya l t y 

i n t e r e s t s equal to an aggregate 2.08333% o f 6/6ths in and to a l l o i l , gas, 

o t h e r hydrocarbons, and a l l other minerals produced, saved and sold from the 

lands covered by the Lease. 

The ove r r i d i ng r o y a l t y in te res ts here in assigned sha l l be owned by the 

f o l l o w i n g par t ies in the propor t ions set f o r t h next to t h e i r respec t ive names 

(he re i n c o l l e c t i v e l y c a l l e d "Assignee", whether one or more) as f o l l o w s : 

Robert D. J o l l y 1/3 
201 Vanderpool #122 
Houston, Texas 77024 

David A. Pustka 1/3 
5916 Annapol i s 
Houston, Texas 77005 

Rodney L. C o t t r e l l 1/3 
2915 Woodland Ridge 
Kingwood, Texas 77345 

Such overr id ing r o y a l t i e s st.al l be f ree and c l e a r of a l l costs of develop ing. 

opera t ing and ma in ta i n i ng the Lease in fo rce and e f f e c t . 



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

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

varrant and defend t i t l e *o said overriding royalty interests unto Assignee 

against all claims arising by, through and undar Assignor, but not otherwise. 

This Assignment is made subject io the terms and conditions of the lease, as 

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

1. 

Fue'i oil and gas for operating the premises, and for treating and 

handling ne products therefrom (and the pr rtionate part of fuel oil and 

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

other premises through the use ->f such plant) shall be ded> J "•tore said 

overriding royalties are computed. All ad valorem, producti ther taxes 

chargeaDle against the overriding royalty ownership or proc on shall be 

paid by Assignee. I f the Lease covers an interest in .r.e I , gas and ottier 

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

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

payaole to Assignee shall be proportionately reduced in accordanca with lhe 

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

f u l l and undivided mineral fee interest in such land. 

2. 

The conveyance o f the foregoing o v e r r i d i n g r o y a l t i e s on o i l , gas and 

o the r minerals sha l l never bc deemed as imposing any o b l i g a t i o n upon Assignor, 

o r i t s he i rs , successors or assigns, to conduct any d r i l l i n g operat ions 

whatsoever upon the proper ty above desc r i bed , or to main ta in any such 

operat ions a f t e r once begun, or p roduc t ion of o i l or gas a f t e r once 

es tab l i shed , nor to p r o t e c t said land from drainage nor to mainta in the Lease 

i n e f f e c t by payment o f delay r e n t a l s , d r i l l i n g operat ions or otherwise, but 

a l l operat ions, i f any, on said premises and the extent and du ra t i on thereof , 

as wel l as the p r e s e r v a t i o n of the leasehold estates by ren ta l payments or 

o the rw ise , shal l be s o l e l y at the w i l l of Ass ignor . 



3. 

Assignor shall have the r ght ard power to combine, pool or .li'tize the 

acreage c vered by the '.ease, or any portion thereof, and the leasehold estate 

ar.d overriding royalty ownership therein, including the overriding royalty 

conveyed hereby, wi+h other land, lease or lease:, mineral and/or royalty 

estates in the vicinity thereof when and as often as in Assignor's judgment it. 

is necessary or ad sa'Te i, do so in order to properly explore, develop and 

erate said premise.* to facilitate the orderly development of such interests 

or to comply with the requirenients of anj law or governmental order or 

regulation rei at ing to the spacing of wells mr proration of the production 

therefrom. For purposes of computing the overriding royalty iriterest conveyed 

hereby, thet? shall be allocated to the said overriding royalty included in 

such unit a pro rata portion of 'he c i i , gas and otner minerals produced from 

the pooled unit on the ame basis 'hat production from the pool or unit is 

allocated to the Lease. It is agreed that Assignee shall receive and will 

accept on , _ cticn from a unit so pooled or unitized onlv such proportion of 

the overriding royalties hereii /e specified as is allocated to the lease as 

to which tiii 3verridi/>g royalty applies. The interest in any such pool or 

unit attributable to the overriding royalty interest included herein shai1 be 

subjected to said overriding royalty interest in the same manner and with the 

same effect as i f such p.-.o1 or unit and *.he "nterest of Assignor therein were 

specifically described in ihis conveyance. It is understood and agreed that 

no formal pooling or declaration need be filed with respr,-t to ny such pool 

or unit hut y that tne ' 'ase(s) be subjected to a pool, unit or other 

cooperative agreement for th-; deve 1 opmen* of a common reservoir. 

4 

Should Assi nor enter truo a con t rac t f u r the sale ot gas from the 

Lease, .ind sue', sales agreement is w i th an u a f f i l i a t e d t h i r d pa t y , then the 

payments to Assignee pursuant to ' h i : Assignment shal l " made based upon the 

net pr ice received by £ signor under s n d c o n t r a c t , a f t e r deduct ing any t h i r d 

p a r t y t ranspor ta t i on costs or other •:.»-* Is or charges incur red in making the 

gas ready or a v a i l a b l e for market to the f e i n t of sa le , provided such costs or 

charges are p roper ly deduct ib le from Lessors ' r o y a l t y under the terms of the 

-3-



Lease f -.ble regulations. In no event and under no ( ircu.n .anccs shall 

Ass igi ave tht> r ight to take gas laseous hydrocarbons from the 

lease l : 

5 

In the event is determined that the price tor tti e of o i l , gas 

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

excess of that allowed by rule, order, statute, regulation or other-

governmental or regulatory determination. Assignee agrees that Assign• .hall 

be a'lowed to recover, out of the oven idsng royalties payable hereunder, such 

amounts as may have been overpaid to Assignee hereunder; provided, nowever. 

that prior tu commencing an\ sucn recoupment, Assignor shall prov Assignee 

with notice of its intent to institute such recoupment w,th the details, 

reasons aid amounts rel at i rn, thereto; and provided further that such 

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

amount payable to Assignee during uny month or other applicable accourting 

period. Such recoupment shall not prejudice the right of Assignee to 

institute. ->or be a bar to Assignee's instituting, any action to contest or 

dispute tht l i a b i l i t y of Assignee for any alleged overpayment of overriding 

royalties hereunder. 

The provisions hereof shill inure to the benefit of and be binding upon 

the parties hereio and thoir respective heirs, succe >rs or assigns; however, 

no change or division m the ownei hip of said overriding royalty interest 

shall be binding on Assignor until thirty (30) days after Assignor shall havr 

been furnished with a certified copy or copies of the recorded mstrumei or 

instruments evidencing such change in ownership. 

IN WITNESS WHEREOF, this instrument is executed and <• I've.ed t.l. > ^ u j J i 

day of , ~1u< t̂u3-/- , 1989. but i nade effective for all purposes as o, t'-. 'nd 

day of November. 1988. 

WALTER Oil 

-4-



STATE OF TEXAS ( 
{ 

COUNTY OF HARRIS { 

On this ^psiclday of y^t-t.gnu? ~̂ , 1989, before me personally appeared 
J. C. Walter, I I I to me personally known, who being by me duly sworn, did say 
that he is the President of Walter Oil & Gas Corporation, a Texas corporation, 
and that the said instrument was signed on behalf of said corporation by 
authority of its Board of Directors, and said appearer acknowledged that he 
executed the same as the free act and deed of said corporation. 

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

Notary Public in and fot the 
State of Texas 

Commission Expires 9/30/92. 

ASSIGNMENT OF OVERRIDING ROYALTY INTEREST 
BLOCK 573, BRAZOS AREA 
FEDERAL OFFSHORE, TEXAS 



f t W A L T E R OIL & G A S C O R P O R A T I O N 

February 26, 1990 

R E C E I V E D 

FEB 2b 1990 

Minerals Management Servics 
Leasing k Enwoamttt 

RE: Feder.. Lease OCS-G 10229 
Block 5/3, Brazos Area 
Federal f fshore Texas 

Lad ies and Gentlemen: 

Enclosed herewith you w i l l f i n d an executed copy of the fo l l ow ing desci ed 
Conveyance of Over r id ing Royal ty In terest a f f e c t i n g the captioned lease tor 
f i l i ng : 

Conveyance of O v e r r i d i n g Royalty In te res t ' ed e f f e c t i v e January 
1 , 1989. executed on behal f of Walter O f fshore . Inc . . as Assignor, 
in favor of Leeway & Co., et a l , as Assignees, a f f e c t i n g Federal 
Lease 10229, Block 573, Bra.7os Area, Federal O f f sho r " . Texas. 

We a l s o enclose our check in tht amount of S25.00 to covei the f i l i n g fee fo r 
t he above conveyance. 

We hereby request that t t above Conveyance be placed in the f i l e a f f e c t i n g 
t he captioned lease, and that you evidence such f i l i n g by s ign ing and 
r e t u r n i n g the enclosed d u p l i c a t e of t h i s l e t t e r to the a t t e n t i o n of the 
unders igned. 

Yours Ve7y t r u l y . 

Ron A. Wilson R E C E I V E D 

RAW:hf 

Enclosure 

RECEIVED AND FILED THE ABOV SCRIBED CONVEYANCE 
AS OF THE 28th DAY OF February , 1990. 

MINERALS MANAGEMENT SERVICE 

La Nel le Boehm 

U n i t e d States Department o f I r t e r i o r 
M i n e r a l s Management Serv i ce 
1201 Elmwood Park Boulevard 
New Or leans. Louisiana 70123-2394 

A t t e n t i o n : Ms. La Ne l le Boehm 
Adjud ica t ion U n i t . LE-3-1 

FEB 2r 1^0 

Minerals Manajwmsnt Service 
Leasing A EimKMin.eiit 

240 The Main Bu i ld ing , 1212 Mam Street. Houston. Texas 77002 (7131659-1221 



RECEIVED 

CONVEYANCE Ol OVERRIDING ROYAI .TY ITST1! RI-ST 
(Brazos & West Delta Blocks) Minerals ManaR<VTWrt StfVfej 

Leasing & LsiivMWUfJ 

I hat WALTER OEE'SHORIi, INC, Texas corporation with offices at 240 The 
Main Building, 1212 Mam Street. Housti lexas 77IX " ("Assignor"), tor anil in 
consideration ol 1 am! S'O/KKl Dollars (3>10.(K)) and othei gcxkl and valuable con­
siderations ID n paid I ilie Purchase; named on the schedule attached hereto as Exhibit 
"A" ami made a part hereof lor all purposes ("Assignees"), the receipt and sufficiency of 
which ai hereby a nowledged by Assignor, has Bargained. Sold. Granted, Conveyed, 
Transferred, Assigned. Set Over, a d Delivered, and by thrse presents does hereby 
Bargain. Sell, Grant, Convey. Transfer, Assign, Set (Ker, and Deliver unto Assignees, 'heir 
S'K . e: irs and assigns the undivided several proportions as set forth on the said Inhibit 
"A (ai 1 no nintl) ot as ten nts in common!, ettective as < the Effective Date, an 
overriding r» Ity interest (thi erriding Royalt\ Interest") in and n the Miner-Is in and 
under and pi Juced and saved Irom the 1 nds covered by the Leases, pa\ ible solely tun 
ol gross proceeds trom the salt ol the Su t Minerals produced and savi il through the 
Subject Wells in excess ol Manufacturing I cee.Is in an amount i mal to the Net Cash 
How attributable to the Subject Interests calculated with respect to all of the Subj' • t 
Interests as a group, all as more fully provided he re in he low. 

TO HAVE AND TO H O U ) the ON. riding Royalty Interest. gethei with all and 
singular the rights and appurtenances thereto in anywise belonging, unto Assignees their 
successors an- assigns, subject, however, lo the following < ms and provisions, to-wit: 

ARTICUi I 

A-s used herein, the following terms shall have the meaning ascribed to them below: 

"Abandonment Costs" shall mean the cost: of plugging and aban loning the Subjeci 
Wells, the costs ot dismantling and salvaging the platforms, pipelines .md other facilities 
and structures on thc Subject Interests and < er costs associated with restoration of the 
Subject Interests in accordance with applicai ie law (and, it applicable) the rules and 
regulations of the Minerals Managemenl Service of he U.S. Department of the Interior, 
net of estimated salvage value of any salvageable equipment or personalty on the Subject 
1» tcrests. 

"Acquisition ami Dew lopment Agreement" sliall mean that certain Acquisition and 
Developmenl \gii -ment dated ettective as of January 1, 198°, between Assignor and 
Wah : Oil ias C or pora >n pursuant to which the Prospects were acquired by Assignor. 



Ai ignees" shall have the meaning attributed to i» in the first grammatical paragraph 
pf this Conveyance, it being understood that Assignees shall not be deemed joint tenants, 
tenants in common or members of :my association or mining partnership. 

"Assignor" sh 11 h ive tbe meaning attributed to it in the first grammatical paragraph 
of this Conveyance. 

Business Day" shall mean a day on which any bank to or from whi h a paymtnt 
authorized hereunder may be made are not closed as authorized or requi; I by law. 

"Code" shall mean the Internal Revenue ode of 198<i, as amended •*ro:T» tir. , 
t i ie. 

"Conveyance shall mean (his Conveyance of Overriding Roy.:'; h, ,<• 

"Effective Dau" shall mean 7:(K) a.m., local time in effect when the Surv-,» 'n.'c.ests 
are located on January 1, 1989. 

"indepetuient Petroleum Engineer" shall mean Raymond S. Hansen, os uu.h other 
f i rm of independent petroleum engineers; a; nay be approved by A . w nees. 

"Lease Acquisition Costs" shall have the meaning ascribed to it in thc Exploration 
Program Agrcement, as such term is denned in the . quisition md Development 
Agreement. 

"Leases" shall mean all of the oil, gas and other mineral leases, as a group, in which 
Assignor owns an terest pursuant to the Acquisition and Development Agrcement, 
including, but not limited to, (i) thc oil and gas leases, oil, gas, and mineral leases, and 
other mineral leases described in Exhibit "H" attached hereto and am leasehold interest 
in any other oil and gas lease, oil, gas, and mineral lease, or othei mineral lease derived 
from the pooling or unitization of such leases with the leases, or ny part thereof, de­
scribed in Exhibit "B" hereto, together with any and all extensions thereof or any part 
thereof in which Assignor acquires or maintains an interest, and (ii) any oil anil gas lease, 
oil, gas, and mineral lease, or other mineral lease, logethe* vvith any nnd all extensions 
thereof or any | t thereof ir which Assignor acquires or maintains an interest, executed 
subsequent to the Effective Date, to the extent, but only to the extent, that such 
subsequent lease (aa) covers all or anv portion of the lands covered by the leases i ferred 
to in clause (i) of this sentence, and (bb) is acquired by or for the benefit of Assignor 
either prior to or within one (1) ye after the expiration of the leases referred to in 
clause (i) of this sentence. 

7 



"Manufacturing Costs" shall mean the costs of manufacturing processing, or refining 
operations (but not conventional mechanical liquid-gas sep uation) that generate 
Manufacturing Proceeds. 

"Manufacturing I*roceeds" shall mean the excess of (i) proceeds realized from th". 
sale of Subject Minerals, or products thereof, t are the • alt of any manufac" ung, 
processing, or refining operations over (ii) the art of such proceeds that represt .itr the 
fair market value at the wellhead (after being separated i a conventional n fianical 
liquid-gas separator) of such Subject Minerals before any su ' i manufacturir . ;-. Kessing. 
or refining operation. 

"Master Pwchase Agr< ment" shall mean that certain Mastn . ise Agreement 
entered into by and between Assignor, Assignees and others etlecti- •• of January 1, 
1989. 

"Mir.eiuL" "hai! mean (i) oil, (ii) gas, (iii) casinghead gas. n ulfar, ard 
(v) associated hydrocarbons produced with oil or gas or casinghead g • hall e xclude 
coal, lignite, I'ranium, and all other non-hydrocarbon substances. 

"Net Cash Flow" shall have the meaning a ibutsd to it in he ion 2.3(d). 

"Net Cash Flow Account" shall mean thc account maintained in accordance with 
tbe provisions of Section 2.3. 

"NRT shall mean the interest (expressed as a percentage) of Assignor in the 
prixluction of Minerals from a Subject Well, after deducting all )plicable royalties, 
overriding royalties, and other burdens (but computed prior to deducting the Overriding 
Royalty Interest conveyed pursuant to this Conveyance). 

"Overj)roduced Party" shall mean a party to a gas balancing arrangement who, as 
a resuit of producing, in addition to its own share of production, that portion of another 
party's share of production which such other party is unable or iwilling to market or 
othei wise to take or dispose of, is in a position of cumulative net overproduction with 
respect to such gas balancing arrangement. For purposes of this Conveyance, "gas 
balancing arrangement" shall include any relationship, under law or otherwise, where parties 
are obliged to account to others, in gas or in cash for prior disproportionate production 
of gas from any well. 

"Overriding Royalty Interest" shall have the meaning attributed to it in the first 
grammatical paragraph of this Conveyance. 
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"Person' shall mean nny individual, partnership, corporation, trust, unincorporated 
association, governmental agency, sulxlivision, or instrumentality, or other entity or 
association. 

"Proceeds Percentage" shail mean seventy percent (70%) rt any time when the 
Reversion Amount has actually been distributed to Assignees; and ninety percent (90%) 
at all other times. 

"Prospects" shall mean collectively all of the West Delta Blocks and the Brazos 
Blocks, as those terms are defined in the Acquisition and Development Agreement. 

"Quanerh Record Date" shall mean for each of the months of April, July, October 
and January, the twenty-fifth (25th) day of such month, provided that if the twenty-fifth 
(25th) day ofany such month is not a Business Day, then the Quarterly Record Date shall 
be the first Business Day following the twenty-fifth (25th) day of such month. 

"Reference Quarter" shall have the meaning attributed to it in Section 2.3(d). 

"Reversion Amount" shall mean an amount equal to the total sum theretofore paid 
by Assignees pursuant to Article V of th • Master Purchase Agreement, all to be comput­
ed on the Prospects, as a group. 

"Subject Interests" shall mean each kind and character of right, title, claim, or 
interest (coilectively the "righis") that Assignor has or may own pursuant to the Acquisition 
and De- elopment Agreement in and to thc Leases (or rxr tins thereof) described in 
clause J) of the definition of "Leases" and each right that Assignor may acquire in thc 
future in and to any Lease (or portions thereof) described in clause (i) or clause (ii) of 
the cietinition of "Ileuses", whether such right be under or by virtue ofa lease, a unitization 
or pooling order, an operating agreement, a division order, or a transfer order or t>e under 
or by virtue of any other type of claim or title, legal or equitable, recorded or unrecord­
ed, all as such right shall be (a) enlarged or diminished by virtue of thc provisions of 
Arf'.cie VII hereof and (b) enlarged by the discharge of any payments out of production 
or by the removal of any charges or encumbrances to which any of such rights are subject 
on the Effective Date and any and all renewals and extensions of the right occurring 
within one year after the expiration of such right. 

"Subjecl Minerals" shall mean all Minerals in and under and that may be produced, 
saved, and sold from, and that shall accru d be attributable to, the Subject Interests 
from and after the Effective Date. There il not tx- included in the Subject Minerals 
any Minerals attributable to non-consent operation conducted with respect to the Subject 
Interests (or any portion thereof) as to which Assignor shall be a non-consenting party and 



dedicated to the recoupment or reimbursement of costs and expenses of the consenting 
party or parties by the terms of the relevant operating agreement, unit agreement, contract 
for development, or other instrumen' providing for such non-consent operations, provided 
Assignor's election not to participate in such operations is made in conformity with the 
provisions of the Mastei Purchase Agreement. 

"Subjecl Weir' shall mean each well on the Subject Interests in respect of which 
Assignor owns any interest or is entitled to any of the Minerals production or the pro­
ceeds therefrom (whether directly or, by virtue of the effect of any non-consent provisions, 
farmout or farmin provisions, or other provisions, indirectly). 

"Underproduced Party" shall mean a party to a gas balancing arrangement who, as 
a result of its inability or unwillingness to market or otherwise take or dispose of all or 
a portion of its share of production is in a position of cumulative net underproduction with 
respect to such gas balancing arrangement. 

"WP shall mean the leasehold or operating interest (expressed as a percentage) of 
Assignor in a Subject Well or Lease, as applicable, with respect to the Minerals produced 
.herefrom. 

ARTICLE I I 

2.1 The Overriding Royalty Interest does not include any right, title, or interest 
in and to any personal property, fixtures, or equipment and is exclusively an interest in 
and to the Minerals in and under and produced and saved from the lands covered by the 
Leases, and Assignees shall look solely to the Subject Minerals and payments in respect 
thereof (as provided herein) for the satisfaction and realization of the Overriding Royalty 
Interest. 

2.2 Except as set forth in the immediately succeeding sentence, Assignor shall 
have the right and, to the extent that Acsignor is marketing or causing to be marketed its 
own share of Minerals, the obligation to market or cause to be marketed the Minerals 
allocable to the Overriding Royalty Interest and shall market or cause to be marketed such 
production proportionately with and on the same terms as Assignor's share of the 
production from such Lease but in no event for a price less than the price for which 
Assignor, acting as a reasonable and prudent operator, is marketing or causing to be 
marketed its own share of such Minerals from such Lease. To the extent Assignor is not 
marketing or causing to bc marketed its own share of Minerals, Assignor shall use its best 
efforts to market or cause to be marketed, for a price that would be acceptable to a 
reasonable and prudent operator under the same a; similar circumstances, the Minerals 
allocable to the Overriding Royalty Interest in respect of each Lease with purchasers 
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possessing a cr 'dit standing that a prudent operator would find acceptable. Should 
Assignees dispose of their Overr id ing Royalty Interest in respect of a Lease to a t h i r 4 

party, such third party shall have the right, by so notifying Assignor, to designate the 
purchaser of the Minerals allocable to the Overriding Royalty IrLercrt, but until such time, 
i f t n y , as such right is exercised, Assignor shall have the right and obligation to market 
such Minerals in accordance " i ih the standard referred to in the immediately preceding 
two sentences. 

2.3 Assignor shall maintain, on a cash basis, true and correct books and rc r - ids 
in order to determine the credits and debits to an account (the "Net Cash Flow accounl") 
f r om and after the Effective Date, in accordance with the terms of this Conveyance and 
prudent and jcceptcd accounting practices. For purposes of this Secticn 2.3: 

) The Net Cash Flow Account shall bc credited with an amount equal 
to the sum • n and after the Effective Date, of the gross proceeds (determined before 
calculating the Overriding Royalty Interest) f rom the sale of all Subject Minerals 
( including, without l imitat ion, proceeds attributable to take or pay payments) attributable 
to the Leases; provided, however, that: 

( i) if any Subject Minerals are manufactured, refined, or 
processed (other than through liquid separation operations in the 
vicinity of the wel l using a conventional mechanical liquid-gas 
separator), the proceeds from the sal_* of such Subject Minerals shall 
be reduced by the Manufacturing Proceeds: 

(i i) if as a rc: it of the occu. renee of the bankruptcy or 
insolvency ur similar occurrence of the purchaser of such Subject 
Minerals any amounts previously credited to the Nei Cash Flow 
Account are, in fam, reclaimed from Assignor or its representative, 
then a debit to the Net Cash Flow Account shall be made in the 
imounts reclaimed as promptly as practicable following Assignor's 
payment thereof; 

( i i i ) the Net Cash Flow Account shall not be credited witb 
•ny amount that Assignor shall receive lor any sale or othe 
. isposition of any of the Subject Interests or for any payments made 
on behalf o f Assignor aiid related to "carried uiterest" arrangements 
whereby Assignor's costs and expenses attributable to an of the 
Subject Interests is paid by a third party or in connection with any 
adjustment of any well and leasehold equipment upon un. nation of 
any of the Subject Interests; and 
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(iv) if a controversy or possible controversy exists (whether 
by reason of any statute, order, decree, rule, regulation, contract, or 
otherwise) as to the coirect or lawful sales price of any Subject 
Minerals, or if any amounts received by Assignor as "take-or-pay" or 
"ratable take" payments arc subject to refund to any purchasers of 
Subject Minerals, then: 

(aa) amounts withheld by such puichaser or deposited 
by it with an escrow agent shall m t be considered to have 
been received by Assignor and shall not be credited to the Net 
Cash Flow Account until actually collected by Assignor; 
provided, however, that the Net Cash Row Account shall not 
be credited with any interest, penalty, or other amount that is 
not derived from the sale of Subject Minerals, but, instead, 
Assignor shall make payment directly to Assignees of 
Assignees' allocable share of any such amounts paid to 
Assignor by the purchaser of Subjec Minerals or the escrow 
agent; and 

(bb) amounts received hy Assignor and promptly 
deposited by it with a non-afiiliate escrow agent, to be placed 
in interest bearing accounts under usual and customary terms, 
shall not be considered to have been received by Assignor and 
shall not be credited to the Net Cash Flow Account until 
disbursed to Assignor by such escrow agent; provided, however, 
that thc Net Cash Flow Account shall not be credited with any 
interest, but, instead, Assignor shall make payment directly to 
Assignees of Assignees' allocable share of any such interest 
disbursed to Assignor by the escrow agent. 

(v) During any period when Assignor is, for any Subject 
Interest, an Overproduced Party: 

(aa) when Assignor is selling more than its proportion­
ate share of gas, any amounts received by Assignor which are 
attributable tc its proportionate share of gas shall be credited 
to the Net Casn Flow Account, but any amounts received by 
Assignor which are attributable to the sale or other disposition 
of gas which is not attributable to Assignor's proportionate 
share of gas shall not be credited to the Net Cash Flow 



, \ j unt bui shall bc held by Assignor in an account (the 
"Si" h is Accounl") with the sums in such account to bear 
interest at a rate equal to that credited to Assignor on its 
customary bank time deposits; 

(bb) when Assignor is r . ' 1 ueing less than its 
proportionate share of gas and the mount of its overproduc­
tion is thereby being reduced, any amounts received by 
Assignor from the sale or other disposition of such gas shall 
be credited to the Net Cash Flow Account and, in addition, 
the amounts excluded r'i 1 ' *he Net Cash Flovv Account when 
the overproduction acc, n •' pursuant to (aa) above and held 
in the Surplus Account sha! be credited to the Net Cash Flow 
Account on a first-in/frsi-out basis as the overproduction is 
reduced and shall thereby reduce the balance of the Surplus 
Account; and the interest accrued on the Surp' is Account, if 
any, shail be released to Assignor and shall not ae credited to 
the Net Cash Flow Account; 

(cc) if Assignor is required to make settlement in cash 
for any net overproduction, the amount so paid shali be paid, 
to the extent possible, from funds attributable to such 
overproduction which have been excluded from the Net Cash 
Flow Account and deposited in the Surplus Account; provided 
that to the extent such funds are insufficient to satisfy such 
cash settlement, any interest accrued on such funds shall be 
used by Assignor in such settlement; and an" emaining 
interest shali be released io Assignor and shall no' 1 credited 
to the Net Cash Flow Account; 

(dd) Fimds that have been held .'a the Surplus 
Account under applicable g ŝ balancing arrangement-" but that 
are no longer subject to recoupment, either in cash or in kind, 
shall not be credited in (he Net Cash Flow Account and shall 
be released to Assignor. 

(vi) During any period when Assignor is, for any Subject 
Interest, an Underproduced Party: 

(aa) when Assignor is producing less than its 
proportionate share of gas, only the actual amounts received 
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hy Assignor from the sale or other disposition of gas shall be 
credited to '.he Net Cash Flow Account, and any amounts 
. eeived by others fror.: the sale or other disposition oi gas 
that is attributable to .ss: tor'' proportionate share shall no. 
be credited to the Net C .sh Flow A'count: 

(bb) hen Assignor is producing more than it.% h>.e 
ot gas and thc amount of its underproduction is thereby > 'ing 
reduced, there shall be credited to the Net Cash Yl iv* • ecouni 
tl.e actual amounts received by Assignor froni i\e salt r othP' 
disposition of all such production; and 

(cc) if Assignor should recei- e settie** r :n ca.cn for 
any net underproduction, the amount ,*u ,x . in .uch 
settlement shall be crech'ted to the He; C '• Flow Accoun1 

wnen such amount is received. 

(b) The Net Cash Mow Account in respect of thc Subject Interests sh. II 
be deb'ted with an amounl equal to the sum of the following (other th in Manufacturing 
Costs), to the extent that the same are properly allocable lo tlie Subject Wells for which 
such Net Cash Flow Account is maintained and thf production and marketing of Subject 
Minerals therefrom and have been incurred and paid by Assignor, with respect to each 
such well, subsequent to the Effective Date, but only to the extent that such items have 
n >t been used as a basis for measuring any purchase price paid by Assignees to Assignor 
foe this Conveyance, as provided in the Master Purchase Agreement: 

(i) The costs incurred (or estimated to be incurred 
pursuant to Section 4.02 ot the Master Purchase Agreement) by-
Assignor of direct labor, tiansportatic i, and her services necessary 
tor drilling, operaling, maintaining, reworking, and producing the 
Subject Welts and for all material, '.quipment, and supplies purchased 
and used on ruch wells and overhead cost? paid to thi operator 
(including Assignor where it is the o[>erator) of the wells pursuant to 
the applicable operating agreements; provided that such costs siu 11 he-
reduced Sy amounts eeived by Assignor attributable to the Snject 
Interests f o ' the sale of fixtures and eq [iment therefrom; :r w 
amounts by which estimated costs which prev.cusly have been cit 
to the Net Cash F'ow Account exceeu the co. ts actually incurn J ! . 
Assignor related to the work or services to which such estimated costs 
relate. 



( i i ) The costs of dehydration, compression, separation, 
transportation, and marketing of production from the Subject Wells; 

( i i i ) The costs of litigation, liens, judgments, and liquidated 
liabilities including amounts paid as a refund, penalb or interest 
because the amount initially received by Assignor as a sales price of 
S ibject Minerals was more, or allegedly more, tl an permitted by the 
ternis ot any applicable contract, statute, regulation, order, decree, 
or other obligation (provided, however, that such amounts vere 
previously credited to the Ne' Cash Flow Account) and ~iaims 
attributable to the operation, maintenance, or production o f the wells; 

( iv) Al l taxes (except income taxes) assessed against or 
a'ir ibutable to the Subject Wells or the Subject Minerals produced 
therefrom; 

(v) Direct costs which Assignor may be required to pay to 
counsel for Assignees and to Huddleston & Co., as engineering 
consultant for Assignees in connection with or relating to the 
preparation of this Conveyance; recording costs incurred in connec­
tion with the filing of this Conveyance; and the costs incurred by 
Assignor for the audits, if any, conducted by Assignees pursuant to 
Section 2.3(g) below; 

(vi) Lease Acquisition Costs allocated to thc Subject 
Interests by Assignor, all shut-in royalties or sim ir payments or 
rentals v i t h respect to the Subject Interests; 

(vn) Premiums on insurance carried pursuant to Section 
6.1(h); 

(vii i) Subject to the provisions of Article V I I I hereof, an 
amount equal to all amounts deposited into the Abandonment Cost 
Escrow Account (as defined in Section 8.! hereof) and all Abandon 
ment Costs (except to the extent such costs are paid owi of the 
Abandonment Cost Escrow Account); 

(ix) The cost; 'ncurred by Assignor in connection with the 
exercise of its rights pursuant to Section 10.9; 
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(x) The cash payments made by Assignor u|Hin any oiing 
oi unitization of tiie Subject Interests; 

(xi) All other costs reasonably incurred by Assignot <b> .he 
necessary or proper drilling, completion, boon up, production, 
operation, reworking, recompleting, and maintenance of the Subject 
Wells n I the Subject Interests; 

(vii) All other costs incurred b, Assignor pursuant to the 
Acquisition and Development Agree lent and any applicable 
operating agreement; 

(xiii) Provided that the costs referred in in thir Section 2.3(b) 
shall be reduced by (a) amounts received v Assignor as boi. s. 
advance royalty or otlier payments in com tion with an, farmout as 
well as any othei similar arrangement or dry hole, bottom hole or 
other similar contributions related lo the Subject Interests, (b) ihe 
applicable acl il salvage value (as determined in accordance widi the 
applicable operating agreement then in effect and binding upon 
As.-ignoi) ol any p .onalty, platforms, equipment, pipelines or 
gathering lines related to the Subject Interests, less, in each instance 
thc actual costs ol salvage, (c) the cash payments received by 
Assignor as a rcsuii of any pooling or unitization of tlie Subject Impr­
ests, (d) any insurance proceeds received by Assignor in respect i 
thc Subject Interests, (e) amounts received by Assignor upon tin 
adjustment of Assignor's interest pursuant to Section l . l of the 
Exploration Progr;* Agreement, as said term is defined in the 
Acquisition and I) elopment Agieement, (f) any excess amounts 
released lo Assignor pursuant to the provis •• I Section 
2.3(a)(v)(dd) hereof, (g) any interest amounts rclc. I to Assignor 
under Sections 2.3(a)(v)(bb) and 2.3(a)(v)(cc) hereof, and (h) any 
amounts received by Assignor from laird parties as rentai or use fees 
for personalty, platforms, equipment or gathering lines related io lhe 
Subject Property. 

(c) Nothing set forth in this Section 2.3 sball be interpreted o applied 
in any manner that shali ever require or permit any duplication of all or any parr of miy 
credit or charge to anv Ne' ( ash Flow Account with respect to ihe same transaction, item 
of expense or charge, wh icr under this Agr*ement or reflected in the Master Purchase 
Agreement, or thai shall evci require oi }x."rmit any inclusion of am i ' arge to any Net 
Cash Flow Accounl lhat is reimbursed to Assignor at any time by any , erson. Further, 



no charge ma\ >c made to the Net Cash Flow Account hich is used to measure any 
purchase price mr this Conveyance pursuant to the Master Purchase Agreement. 

(d) Each quarter year (ending on the last day of each March, June, 
September and December) (the "Reference Quarter") after the Effective Date there shall 
be deducted (i) the total debits properly made to the Net Cash Flow Account during the 
Reference Quarter pursuant to Section 2.3(b) from (ii) the total credits properly made to 
sucn Net Cash Flow Account during the Reference Quarter pursuant to Section 2.3(a). 

'Ine net cash flow ("Net Cash Flow") shall then he determined by taking the results 
obtained from the foregoing paragraph and (1) applying the applicable Droceeds Percen­
tage to the balance in the Net Cash Flow Account at the end oi each Reference Quarter, 
and then (2) deducting the Debit Balance, if any, of Net Cash Flow from the end of the 
immediately preceding Reference Quarter. If the computations made in accordance with 
this Section 2.3(d) result in a negative sum at the end of a Reference Quarter, the 
negative sum shall be deemed the "Debii Balance". Any Debit Balance shall be carried 
forward to be applied to the end of the immediately following Reference Quarter or, if 
not completely utilized, to succeeding Reference Quarters. If there is a Debit Balance at 
the end of any Reference Quarter, no payments shall be made to Assignees in respect of 
the Overriding Royalty Interest nor sha.i Assignees ever bc liable to make any payment 
to Assignor in respect of the Debit Balance. 

(e) On or before the Quarterly Record I atc for each Reference Quai 
Assignor shall transfer or cause to be transferred to Assignees (by wire transfer to a ba 
account designated ir writing by each Assignee from tune to time) an amount in respect 
of the Subject Interests equal to the Net Cash Flow for the immediately preceding 
Reference Quarter. 

(f) All funds delivered to Assignees on accou. ofthe Overriding Royalty 
Interest shall be calculated and paid entirely and exclusively out of the proceeds attribut­
able to the Subject Minerals in excess of the aggregate of Manufacturing Proceeds (as 
provided herein); and in no event shall such payments ever exceed 100% of the gross fair 
market value ofsuch production (thc "Gross Value") at the wellhead before the application 
of any manufacturing, processing, refining or conversion process or any iranspot ition awa 
therefrom; and should the payments to Assignee', computed in accordance .with evci 
exceed such Gross Value, then the amounts by which such payments exceed the Gross 
Value (the "Overage") shall bc suspended and accrued; anu if the payments calculated in 
accordance herewith are ever again less than the Gross Value, the Overage shall be added 
to subsequent payinents but not in an amount vhich would then cause payments to exceed 
the Gross Value so that Assignees shall, if possible, be entitled to receive thc total amount 
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to be distributed hereunder as if the limitation imposed by the Gross Value had not been 
in effect. 

(g) The books of account and records of Assignor relating to the Net 
Cash Flow Account shall be open at all reasonable times for examination, inspection, 
copying, and audit by Assignees and its representatives, at Assignor's expense, subjecl to 
a charge i the Net Cash Flow Accounl as provided in Section 2.3(b)(v) here nabove. 

(h) No later than Apr i l 30 of each year, the determinat i of the amount 
that should have been paid ; Assignees pursuant to Set'.ion 2.3(d) m respect of the 
immediately preceding calendar year shall be calculated by As ignor and submitted, 
together with substantial mc data, by Assignor to Assignees f >r appi "-'tl I f Assignees .all 
have received less than the actual amount of its Overr iding koyalty Merest, /.SE'gror snail 
del iver io Assignees, within seven (7) days after Assignor and Assignees have reach- si 
agreement with respect io such actual amount, the amount necessary for Assignees lo have 
received an amount equal to its Overriding Royalty Interest. If Assignees shail have 
received more than ihe amount of its Overriding Roy Interest, Assignor, witl i in seven 
(7) day after Assignor and Assignees have reached agi ement wiih respect to such actua! 
amoun l . may charge the Net Cash blow Account with an amount necessary to correct the 
imbalance. 

ARTIC! i- IV, 

3.1 Assignor shall furnish to Assignees (a} .'pe ts, in reaswvble 'eU.il, wi'-n 
res{M.*ct to (i) tlie produ*. ivity and productive life of all or any nf the S ct Wells. 
( i i ) the quantity nf Subject Minerals < overa'Ce from ali or any of the oct Wc 
( i i i ) the projected proceeds and costs attributable to the Subject Interests in respect ot 
each such wc" (iv) any changes made- or proposed to he made in the methods or 
t reatment and operatior. of each such well, any proposed abandonment of a well, any 
plugging ot a veil anr' reopening thereof at a l i f ferent level, any method of repre suring 
which may affect sue «.ell, or my other anion that may materially increase or icduc.c die 
value of Ihe Overriding Royaity Interest, and (b) if requested hv Assignees and to the 
extent not prohibited by agreements with third parties (Assignoi hereby agreeing to use 
is best efforts to ob<ain the requisite consent f rom such third parties to disch e such 

informal ion to Assignees), pertinent well data sufficient for making well and eserve 
evaluations, including without l imitation, electric logs, core data, bottom hole pressure 
data , and olher reasonable wel l data In addition, except ts s< i forth in the immediately 
siicct ling sentence. As-maor shall notify Assignees ninety (90) > lys prioi lo the reiease, 
sun nder, or termination : r any of the Subject Iriterests. Should Assigno. not nave at 
least ninety ((M)) days prior uwlice ot such release, sunender, or termination, then Assignor 
shall notifv Yssignccs of such event as promptly as practicable after Assignor has such 
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n< uee. Assignor shall not lie require' to furnish thc items referred to in clauses 
(1) through (iii) of the first sentence of tms Section 3.1 more frequently than once in each 
calendar year. 

3.2 On or before April 30 of each year, Assignor shall furnish to Assignees a 
written engineering report with respect to the Subject Interests and each Subject Well 
prepared as of January 1 of the year in question by the Independent Petroleum Engineer, 
setting forth such firm's evaluation of proved developed and proved undeveloped Mineral 
reserves (and containing such comments with respect to probable Mineral reserves as thc 
Independent Petroleum Engineer may deem appropriate) attributable to the Subject 
Interests, using such set >r sets of pricing assumptions as may be provided to the 
Independent Petroleum Engineer by Assignees. Such report sh«ll set f r "h estimates of 
future net revenue, the present value thereof at discounted rates, aiu tic assumptions 
utilized in arriving at thc estimates contained therein. 

3.3 No later than April 30 of each year. . assignor shali furnish o Agent an annual 
.eoort for thc immediately preceding calendar year containing the computation of the Net 
Cas Flo*, including the components thereof, prepared on a cash basis and accompanied 
by . ertified reporl of Arthur Andersen & Co. Such report shall include a detailed itemi­
zation, by type or classification, of the tctal costs and expenses p ud by Assignor and used 
in calculating Net Cash How. 

3.4 On or before the Quarterly Record Date, Assignor shall deliver to Assignees 
. statement showing: 

(i) the computation of Net Cash Flow attribu' ic to thc 
immediately preceding quarter and thc computation of Nci Cash Flow 
[laid to As'rgncts from and after the Effective Datc until the close 
ol such Reference Quarter; 

(ii) i summary of the computation made or other methods 
used in determining the Manufacturing Proceeds during such 
Reference Quarter; 

(iii) ;i list of 'he wells drilled on the Subject I .-rests, a 
siatement of thc cost of each well completed or abandoned, md a 
statement describing the reason for abandoning any well; 

(iv) a general description of all marketing arrangements, or 
any changes thereof, that have been made with respect to Minerals 
produced trom the Subject Interests during a Reference Quarter; and 
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(v) a description of each salt. mout or other disposition 
ol an interest in the Subject Interests by Assignor. 

I ' is contemplated that in some instances Assignor will not be the operator of the 
Subject Interests and its access to information may be limited. Accordingly, the reports 
required by this Subsection 3.4 shall bc prepared by Assignor based upon the best 
information reasonably available to it. 

ARTICLE IV 

TI IL PROVISIONS OF SECTION Z3 AND T l IF NET CASI1 rLOW CCOUNT 
PROVIDED FOR THEREIN ARE FOR THE SOLE PURPOSE OF PRO 'DING A 
MEASURE FOR DETERMINING THE OVERRIDING ROYALTY INTER; JT, AND 
IN NO EVENT S H A U . ASSIGNEES EVER BE LIABLE OR RESPONSIBLE IN ANY 
W A Y FOR PAYMENT OF ANY PART OF THE COST'S AND F PENSES 
CHARGED AGAINST A N V NET CASH FLOW A( XJUNT OR FOR ANY 
LIABILITIES INCURRF.l .N < X)NNECriON WITH THE DEVELOPING, 
EXPLORI G, DRI LING, EQUIPPING, TES ING, OPERATING, PROI CING, 
M A I NT A NING, OR PLUGGING AND ABANDONING OF ANY WELL OR THE 
STORING, HANDLING, TREATING, OR MARKETING OF THE PRODUCTION 
THEREFROM, ASSIGNOR iIEREBY AGREEING TO INDEMNIFY A* ) I AVE 
HARMLESS ASSIGNEE FROM AND AGAINST ANY SUCH RESPOWs i l l JTY 
A N D 1JABILJIY AND FROM AND AGAINST ANY IJOSS. COST ( i N O J D D N G , 
WITHOUT LIMITATION. THE COST OF THE SUIT MD A TORNT S FEES), 
C L A I M , C M 'SL OF ACTION, AND L I A B I U r Y ARISING OUT OF, Ri^SULTING 
FROM, OR ATTRIBUT;* J£ TO Lh J\*E OR, TO THE BREACH OF ANY 
COVENANT OR W A R R A N T / OF ASSIGNOR UNDER THIS CONVEYANCE 

i; 'CLE V 

IT IS TI IE EXPRESS INTENT OI ASI NOR AND ASSIGNEES T H A T TI IE. 
OVERRIDING RO V / L T Y INTEREST SH'-.'J. CONS^TUTE (AND THIS 
CONVEY ANCE SHAU CONC .USIVELY BE O L \STRUED FOR A I X PURPOSES 
AS CREATLNC) A NON-OPERATING MINERAL RIGHT FOR A I X PURPOSES. 
WITHOUT LIMITATION O J T H . . Gl iNERA J i Y OF THE IMMEDIATELY 
Pi ECHOING SENTENC*?, ASSIGNOR AND ASSIGNEES ACKNOWIXOC.- THAT 
. SIGNE! 1 HAVE NO RIC I .T OK POWER TO PARTICIPATE IN THE SELEC­
T I O N 01- A DRILLING CONTRACTOR TO PROPOSE THE DRUXINC OF fi 
W E U , TO DETERMINE THL TIMING GR SEQUENCE OF DRTUING 
OPERA".IONS, TO COMMENCE OR SHUi DOWN PRODUCHON, IX TAKE 
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O V E R OPERAUONS, OR TO SHARE IN ANY OPERATING DECISION 
WHATSOEVER ASSIGNOR AND ASSIGNTiES HEREBY EXPRESSLY NEGATE 
A N Y INTiiNT TU CREATE (AND THIS CONVEYANCE SHALL NEVER BE 
CONSTRUED AS CREATING) A MINING OR OTHER PAR TN' ^SHIP OR JOINT 
V E N T U R E OR OTHER REIATIONSH1P SUBJECTING .SSIGNOR AND 
ASSIGNEES LLMJLE JOINTLY. 

ARTICLE VI 

6.1 Subject to the terms of tlie Master Purchase Agreement, Assignor covenants 
that it will cause: 

(a) A prudent operating and maintenance program designed to e ill am! 
complete or abandon the Subject Weils to bc conducted on the lands covered v the 
I^eases and the spacing units coata: ling .my lands covered by the leases as w< ild a 
reasonable and prudent operator and in accordance with sound field practices; 

i I be Subje v ells tu bc maim.lined and * perated for the production 
of Minerals i: good and workmanlike mannei aid in accordance with sound Held 
practices, applicable ojxrrating agreements, unit operating agreements, contract of 
development, or similar instrum< '.s and, in all matenal respects, with all applicable laws, 
rules, regulations, permits, orde: , or decree . except those being contested in good faith 
and by appropnate pr.>ceedings piovided th t no forfeiture w « *>f the Subjec- ntcrests 
or the Subject Minerals or an; part thereo: shall result during the p<ndency i in the 
resolution of such contest), and ;uch wells to be produce^ at the maximum efficient legal 
rate (subject, however, to any iplicable state and/or Inderal laws, rules, and/or regula­
tions governing the amount ot Minerals that ty be produced from a Subject Well); 
provided, ; >wcver, 1 I notiiing i intained in tins paragrapn shall t e deemed to prevent 
or restrict ssi. a m electing no: to panicipate in any operations that arc to 
conducied under the ternis of any 0| :a;ing agreement, unit operating agreement, contract 
for development, or similar instrument affecting or pertaining to the Subject Inte.-ests (or 
any ponion thereof) and permitting consenting parties to conduct non-consent operations 
tnereon if a reasonable and prudent operator, acting in conformity with sound field 
practices, would make . elections; 

(c) All rentals and royalties with respect to the Subject Interests and the 

Subject Wells to be paid-

Id) All taxes, assessments, and governmental charges or levies ai d all 

claims asserted or imposed upon the Subject Interests (other dian those being contested 

in gixxl fait md by appropriate proceedings; provided that no forfeiture or loss of the 
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Subject Interests or the Subject Minerals or at part there t shall result during the pen­
dency of or in thc resolution of such contest) that, if unpaid, may become ; :ien upon the 
• ubject Interests or any of the Sub i Wells, to be paid prior to delinquency; 

(e) All machinery, equipment, and facilities of any kind now or hereafter 
located on the Subject Interests necessaiy or useful in the opetation thereof or for the 
production ol Minerals therefroi to be provided and to be kept in g o and eflective 
operating condition, and all r , renewals, replacements, additions, anc improvements 
thereof or thereto needful to .11 end, to IK* promptly made, all as would reasonable 
and pcudent operator acting in a. ordance with sound field practices; 

(f) Notice to given to Assignees cif every n aterial adverse claim or 
demand of which Assignor has dual knowledge made by any Person, affecting the Subject 
Interests or one or more Subject Wells, or of any material proceedings instituted with 
respect thereto, and all reasonably necessary and proper steps to be diligently taken to 
protect and lelend the Subject Interests and the Subject Minerals and such wells against 
any such ac se c'aun, demand, or proceeding, all as would a reasonable and prudent 
operator; 

(g) ihe Subject Interests, the Subject Minerals, and the Subject Wells to 
be kept f ee and clear a liens, charges, and encumbrances of every character, other than 
i n . - . t' a IK n but not yet due and payable. (11) defects or irregularities of litle 
or he ch. . "s, or encumbrances that are not such as to interfere materially with thf 
operation v.v .<•., or use of the Subiect Interests, the Subiect Minerals, or thc Subject 
Wei's, am' ?• n .'o not materially affect title thereto, (iii) those being contested in good 
faith (pro*. J- !. h «wcver, that no lott iture or loss of the Subject Interests or thc Subject 
Minerals r any v>ar* thereof shah result during the pendency or in the resolution of such 
conte a; ftv) those, if any, consented to by Assignees in writing; and 

(h) Inscrine" of the type and in the amounts as Assignor reasonably 
deems pm. ml in respect ol" the Subject Interests to be maintained. Assignees to Ix* 
named as an .'ddn onal assured or I ie Comprehensive General Liability Insurance policy, 
the Cn- jprehensive Automobile I 1, iity Insurance policy, the Umbrella Liability Insurance 
policy, jj«d the Operator'. p v t r a jq ense Insurance policy, Assignees to be named as an 
additional assured on all thiro party liability policies, the insurers to waive any rights of 
subrogation against Assignees as respe ts activity under this Conveyance or 'he Master 
Purchase Agreemenl and to waive any rights to require Assignees to pay any premiums 
or other costs in res; ect of the insurance referred to 111 this Seciion 6.1(h), a certificate 
of such, injur ance coverage to bc furnished to Assignee?" and, if requested by Assignees, 
conies of the applicable policies to be furnished to Assign es. 
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6.2 Subject to thc terms of the Master Purchase Agreement, Assu >r covenants 
that it will: 

(a) (i) Participate in each well drilled on the lands covered by the 
Leases and in each well drilled on each spacing unit containing any lands covered by the 
Leases unless a reasonable and prudent operator, acting in the same or similar 
circumstances, would elect not so to participate and (ii) pay all costs attributable to its Wl 
in respect of each well in which it par icipates; 

(b) Comply in all material respects with all govemment regulations and 
reporting requirements related to tht Subject Interests and the Subject Wells that, if not 
complied with, would have a material adverse effect upon the Subject Interests or the 
Subject Wells: and 

(c) Perform all material obligations to be performed by it under all 
ma erial contracts and agreements applicable to the Subject Interests, the Subject Minerals, 
anc thc Subject Wells (including, without limitation, operating agreements and Mineral 
sales contracts) and use its best efforts (by taking such action as is available to it by 
contract, at law, or in equity) to enforce the performance under such contracts and 
agreements of thc other parties thereto. 

6.3 Assignor shall comply with the p isions of Sections 6.1 and 6.2 without 
regard to the existence of the Overriding Royalty Interest or any other royalty, overriding 
royalty, or other interest created subsequent to the Effective Date. The provisions set 
forth in Sections 6.1 and 6.2 that require Assignor to perform certain du*ie.; or io take, 
or cause to be taken, certain actions that can only be performed or taken by the operator 
of the well shall be construed to require Assignor, if it is not the operator, io use its best 
efforts (by taking such action as is available to it by contract at law, or in equity) to cause 
the operator to perform the duty or to take action in question. Without limitation of the 
generality of the foregoing, if the operator elects, pursuant to the applicable operating 
agreement, to become a non-consenting party with respect to such duty or action, and if 
Assignor may cause such duty or action lo be performed or taken by becoming a 
consenting party under the applicable operat: greement, then Assignor shall so elect 
to become a consenting party unless a reas. iiaole and prudent operator, acting in 
acordance with sound field practices and without regard to the existence of the Overriding 
Ro\ ilty Interest or any other royalty, overriding royalty, or othe*- interest created 
suosequent to the Effective Date, would refuse to undertake the performance of the duty 
or the taking of the action in question. 



A R T I C L E VII 

Assignor shall have the right to pool 01 unitize all or any of '.he Leases as to any 
one or more of the formations or horizons thereunder, and as to any of thc Subject 
Minerals, when, in the judgment of Assignor (exercising good faith ar d with fair dealing 
with respect to the interests of Assignees), it is necessary or advisab to do so m order 
to form a drilling or proration unit to facilitate the orderly development of the Subject 
Interests or to comply with the requirements of any law or governmental order or 
regulation relating to tl spacing of wells or proration of the production therefrom. For 
purposes of computing the Overriding Royalty Interest, thei. shall be allocated to the 
Subject Interests included in such unit a pro rata portion of the Minerals produced from 
the pooled unit on the same basis that production from the pool or unit is allocated to 
other working interests in such pool or unit. Promptly after formation of any such unit. 
Assignor shall furnish to Assignees a true copy of 'he pooling or unitization agreement, 
declaration, or other im Turner' creating such unit. The interest in any such unit 
attributable to the Subjec Inte sts (or any part thereof) included therein shall become 
a part of the Subject Interests and shall be subject to the Overriding Royalty Interest in 
the same manner and with the same effect as if such unit and the interest of Assignor 
therein were specifically descrihed in Exhibit "B" to this Conveyance. 

A R T I C L E VIII 

In the event that, as of the end of any month, the aggregate estimated future Net 
Cash Flow from the f ibject Interests, as estimated by the Independent Petroleum Eng' 
neer in such engineei s most current report, is less than 200% of the aggregate estimated 
future Abandonment Costs for the Subject Interests, as estimatet! by Assignor. Assignor 
may place in an escrow account (the "Abandonmeni Cost Escrow Acouni") f-.n m ount 
equal to sixty-two and one-half percent (62.5%) of the Net Cash Row [ailct iat (J without 
taking into account the placing of such amounts in the Abandonmeni Cos Escrow 
Account for the Subject Interests) for such month. At such time as uic amount in the 
Abandonment Cost Escrow Account for the Subject Interests exceeds 110% of '.he 
aggregate estimated future Abandonment Costs for all of the Subject Interests relat nc to 
the Subject Interests, as a group (as determined by an independent appraiser acceptable 
to Assignees;, no further amount shall be placed in such escrow account until such time 
as the escrowed funds in thc Abandonment Cost Escrow Account shall again be less than 
110% ofsaid aggregate estimated future Abandonment Costs. The amounts placed in the 
Abandonment Cost Escrow Account shall be placed in escrow with an independent escrow 
agent, and the escrow agreement between A-signor and the escrow agent shall provide 
that the escrow agent shall place such escrowed funds in certificates of deposit or United 
States government securities having maturities not to exceed thirty (30) days. At any time, 
on or prior to thc date which any such Abandonment Costs must be incurred and Assignor 
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is required to expend amounts or has expended amounts for Abandonment Costs on the 
Subject Interests for which an Abandonment Cost Escrow Account has been established. 
Assignor shall cause the escrow agent to release from the Abandonment Cost Escrow 
Account for the Subject Interest he lesser of (i) an amount equal to said Abandonment 
Costs or (ii) the total amount ;! unds in the Abandonment Cost Escrow Account for the 
Subject Interests and to pay those amounts to Assignor. If less than all of thc funds in 
the Abandonment Cost Escrow Account are to be released and paid to Assignor after 

ignor has incurred and paid all Abandonment Costs relating to all of the Subject 
In; rests, then the amounts, if any. in the Abandonment Cost Escrow Account shal! be 
pa J to Assignor. 

A R T I C L E IX 

9.1 .Assignor agrees to warrant and forever defend, all and singular, the 
Overriding Royalty Interest jnto Assignees, severally as their respective interests appear, 
their respective successors and assigns, against all persons whomsoever claiming or to claim 
the ame, or anv part thereof, by. through or under Assignor, but not otherwise. This 
C uveyance shall cover and apply to any after acquired title owned > be owned by 
Assignor in the Subject Interests pursuant to the Acquisition and Development Agreement. 
Assigno. so hereby transfers to Assignees by way of substitution and subrogation (to the 
fullest extent that same may be ' asferred), all right; >T actions over and against all 
predecessor covenantors or warrantors of title. 

9.2 THIS CONVEYANCE IS AN INTEREST IN REAL PROPER'!"/, AND 
T H E COVENANTS CONTAINED IN THIS CONVEYANCE ARE COVENANTS 
RUNNING W H H A N D BURDENING THE. IJ^ND. IN ADD1 >N TO THE RIGHTS 
A N D COVENANTS CONTAINED IN THIS CONVEYANCE, ASSIGNEE' ARE 
ENTITLED TO A L I OF THE BENEFITS, IMPLIED RIG! HS, AND CO VEN AN »S TO 
WHICH OVERRIDING ROYALTY INTEREST OWNERS ARE ENTITLED AS A 
M \TTER OF I A W . 

9.3 Assignor agrees not to sell, lease, sublease, transler, dispose of, em nber, 
hypothecate or pledge the Subiect Interests, or to borrow money (except for amounts 
advanced on Assignor's behalf under operating agreements or other si: iar agreements) 
or to enler into any agreement relating to any ot the foregoing without ie prior express 
written consent of Assignees. 

9.4 No disposition of the Subject Interests or air. portion thereof or any Subject 
Well or Subject Wells or any portion thereof shall be effected unless and until it is made 
expressly subject to the provision;'. o f this Conveyance and unless the Person io whom 
same is disposed expressly assumes, a a document delivered to Assignees, the covenants 



and warranties of Assignor *c A screes set foith in this Conveyance, to the extent that 
same are applicable to th- pe. -d fron. and after the date on which the disposition in 
questions occurs. No disposition or encumbrance of the Subject Interests or any portion 
thereof or any of the Subject Wells o r any jxmion thereof shall release Assignor f r ~m its 
obligations ai d lir' Titics under this Conjeyancf or subdivide or affect an Net Cash Row 
Account. 

ARTICLE X 

UM Except as s t f o r jction \ all notices consents approvals, requests, 
demand', or other communicate '•< , permitted to be given under this Convey-
oncv. must be in writing and may ., r. by telex, teleg-am, or telecopier, or by 
depy siting same in the. mail, add-essed to the party to be notified, postpaid, and regis-
t.-reu or certified with return receipt requested, or by delivering such notice iii person to 
sucn party. Notices given or served pursuant hereto « K ' M be effective upon receip by the 
Person to be notified. For purposes of notice, the aOc tsses of Assignor and A sicnees 
shall be as follows: 

If to Assignor: Walter Offshore, Inc. 
240 The Main Building 
1212 Main Street 
Houston, Texas 77002 

If to Assignees: c/o Chase Investors Management 
Corporation New York 

1211 Avenue of thc Americas 
New York, New York 10036 

Attn: Managing Director 
Oil & Gas Investments 

10.2 Assignor shall transfer or cause to be transferred all monies to which 
A"-:ignees are entitled hereunder by Federal funds wire transfer not later .han the date 
when due, to each Assignee at the bank account specified by each Assignee in writing to 
Assignor. 

10.3 This Conveyance may not be amended, altered, or modifF J excepl pursuant 
to a written instrument executed by Assignor and Assignees. 

10.4 Assignor and Assignees shall from time to tim* uo and perform such unifier 
acts and execute _ d deliver • m further instruments, conveyances, and documents as mav 
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bc required <>i reasonably requested by ihc other party to establish, muui'.nin, or prolci'i 
thr respective rights and letncdies ol Assignoi and Assignees anu io tarry oul and 
effectuate th. intentions and purposes ol this Conveyance, provided in each ease thr same 
does nol co 'llicl with anv provision ol this Conveyance oi ol tlie Master V ichase 
Agreemenl. Specifically, as provided in the Mastci Purchase Agreement, As.ie -.hall 
file oi cause io he tiled this Conveyance loi recorda (ion in urn jurisdiction ihr 
Subjecl Interests are Uxated pursuant lo laws and regulations ol Mich jtirisdictn n and 
Assignoi shall also hir a copy ol each Conveyance covering a f <>i Ihr Snftjecl Interests 
in Bra/ona County, lexas. Filings ol this Com ev.uic .'isn IH- madr wlirrevei 
necessar) to establish Assignee's pnorily ol mteiesi anil lo nt a irustee in hunkruptcv 
from becoiumr a liy (MM helical bona tide [ aire ha.se i iheieol , ian! to Set n »4«l nl the 
I J.S linnkrupicy Cr.de. In aiklition. signot shall make .it cause lo made am 
appii priate tilings wuh tl I lulled Stan . Minerals Management Service 

10.5 lhe failure ol .Assignoi oi A ignccs lo insist uitoi |K*rforinanc< -l inv 
provision hereol shall noi constitute a waivci ol i>i estoppel ag. isscrtng the ugh' to 
require such petiormance in the luture, nor shall a waivei oi esii < I in nn> one inst-.incr 
constitute a waivci oi e i >ppel with icspect i a I.Mci breach ol a sinului nature oi 
otherwise. 

!().() Assignoi and Assignees acknowledge that Assignees have no nght oi interest 
lh.it would permit it to partition any poition ol the Subject Interests, and Assignees hereby 
waive anv such i ight 

10.7 THIS ( t ) N V l - Y A N C I SI IAI J. HV GOVERNS-'!) HY Ml) (X)NSTRUKD 
IN A<XX)RDAN<1- WITI I TI IK I AWS Ol l l l i STAU- Ol I I AS t 'NIJXS T i l l : 
R E A L PROPIiRTY I AWS Ol- T'l l i STATI- IN WHKTI T i l l S> Ul ( T i N P RESTS 
A R E I J O C A T K D ARI MANDATORILY APPI JCAHIE; A I) THEN ONI A IX) I l l l -
E X H - N T OF SUCH MANDATORY APPIJCATION 

10.ri Assignees ugree to notiiy •*• ignoi in lhe event ol anv conveyance, 
assignment, oi olhci transitu by Assignees u all oi anv pan ol the Ovcrrulinj.' Royalt\ 
Interest U|X)I1 Assignor's receipt ol such noil*' ation. Assignoi .mires to ai knowli dgr and 
ratify such transit*! so thai from and aftei Ihc effeciive date tin trol, Ihc rights and ptivi 
leges hereol (insofar as the interests transferred are concerned) shall remain in lull force 
and effect as it and to rhe same extent as it wnllen as between Assignoi and such 
transferee. All the covenants and agreeinents ol Assign <i and Assignees coin uned in Ihis 
Conveyance shall h binding upon the successois and assigns ol Assignoi ano hall inine 
to the benefil ol the sui censors anil assigns ol Assignees. 



10.9 Assignor shall have the unrestricted right to extend, modify, amend, or 
supplement thc Leases with respect lo any of the iands covered thereby in an> particular 
without thc consent ol Assignees; provided, that no extension, modification, amendment, 
or supplementation shall adversely affect any of Assignees' rights hereunder or under the 
Master Purchase Agreemenl, including, without limitation, the amount, computation, or 
method of payment of the Overriding Royalty Interest Assignor shall furnish Assignees 
with written notice of any extension, modification, amendment, or supplementation, which 
affects thc Overriding Royalty Interest within thirty (30) days after Assignor has entered 
into thc ..-mc, which notice shall specify thc datc thereof and thc location and thc acreage 
covered thereby. 

ID. 10 It is not thc intent <>! Assignor or Assignees lhal any provision herein violate 
anv ipplicable law rcguidmg thc rule against |x-rpc tin tics, thc suspension of the absolute 
power of alienation, or other rules regarding thc vesting or duration of estates, and this 
Conveyance shall Ix* construed as not violating such rule to thc extent the same can Ixr 
st) construed consistent with thc intent til thc parties. In thc event, however, thai any 
provision hereof is determined to violate such rule, then such provision shall neverthelcii 
bc effective for the maximum jx-riod (but not longer thar thc maximum period) pem itted 
'*v »ueh rule thai will result in no violation. To thc extent such maximum period is 

- • lined to be determined l>y reference lo "lives in being". Assignor and Assignees agree 
i . 'rVi-ei ui being" shall refer to thc lifetime of thc last to die of thc now living lineal 
descendants of thc late Joseph P. Kennedy (father tif the late President of thc United 
States of America). 

10.11 This Conveyance is subject in all respects to thc Master Purchase Agreement. 

EXECUTED effective for all purposes as tif thc EfTeciive Date. 

WITNESSES! ASSIGNOR: 

WAL TER Ol-FSHORE, INC 

Title i d r i l l 
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THE STATE OF H XAS § 

C'OUM Y OF _.M1U1J^L 5 

On this lyi] day ol i hru.o y , IWO, before me appeared -
.1. ' . W.n L i . 1 1 1 . • i o m e Personally known, -vho, being by me duly sworn, did say 

th.it hi- is the lent of Wnlt-T Oilshore, Ine., and that said instrument was 
signed m l>ehail ol s.nd eoipoiat iou by .luil iutity of it;. Board Oi Oirretors and said 

| tor , 111 acknowledged said instiument to l>c the free act and deed of said 
corporat ion. 

cVary Public iii and for 
l he State oi Tex -.» 

Niy Commission Expires: Printed Name o f Notary: 

' . • • - ) t «MU| . . i l l . !«)«)? He U M I I uw l<-r 



EXHIBIT "A" 

ASSIGNEES AND PERCENTAGES 

Assignees Percentages 

Leeway & Co. 35% 

Bost & Co. 15% 

Pitt & Co. 25% 

Howard Hughes Medical Institute 5% 

Pace cV Co. 20% 

All A- ignees' addresses are c/o Chase investors Management Corporation as set 
forth in the Conveyance. 

Vml9l VjpVprrrcilCM 



EXHIBIT "B" 

SUBJECT INTERESTS 

1 . BRAZOS BLOCK 550 

Oil and Gas Lease of Submerged Lands ("the Lease") date- ffective as of 
October 1, 1983, by and betweeri the Unit2d States of Amet ra, as Lsssor. 
and Conoco Inc. and The Superior Oil Company, as Lessee covering all 
of Block 550, Brazos Area, as shown on OCS Leasing Map, lexas Mao No. 5, 
and bearing Serial No. XS-G 6080; 

INSOFAR AND ONLY INSOFAR as the Lease covers operating rights in depths 
from the surface down to a depth 100' below the stratigraphic equivalent 
of 5,712' TVD as seen in OCS-G 6080 Well No. 2. 

2 . BRAZOS BLOCK 573 

Oil and Gas Lease of Submerged Lands datec effective as of November 1, 
1988, by and between the Uniied States of America, as Lessor, and 
Walter Oil & Gas Corporation, as Lessee, covering all of Block 573, 
Brazos Area, as shown on OCS Leasing Map, Texas Map No. 5, and bearing 
Serial No. OCS-G 10229. 

BRAZOS BLOCK 572 

Oil and Gas Lease of Submerged Lands dated effective as of November 1, 
1988, by and between the United States of America, as Lessor. and 
Walter Oil & Gas Corporation, as Lessee, covering all of Block 572 
Brazos Area, as shown on OCS Leasing Map, Texas Map No. 5, and bearing 
Serial No. OCS-G 10228. 

4 . 8RAZ0S BLOCK 583 

Oil and Gas Lease of Submerged Lands ("the Lease") dated effective as of 
November 1, 1985, by and between the United States of America, as 
Lessor, and Atlantic Richfield Company, as Lessee, covering all of Block 
583, Brazos Area, as shown on OCS Leasing Map, Texas Map No. 5, and 
bearing Serial No. OCS-G 8117; 

INSOFAR AND ONLY INSOFAR as the Lease covers operating rights in depths 
from the surface down to the stratigraphic equivalent of 100 below a 
true vertical depth of 5,850' as encountered in OCS-G 8117 Well No. 1. 

EXHIBIT "B" -- Page 1 



WEST DELTA BLOCK 62 

Oil and Gas Lease of Submerged Lands dated eftective as of August I , 
1 977. between the United States of America. .1 I eisor. and Mesa 
Petroleum Company, as lessee, (the "Lease") covering all of Block 62. 
West Delta Area, as shown on OCS Official Leading Hap. Louisiana Map No. 
8. and bearing Serial No. OCS-G 3601; 

INSOFAR AND ONLY INSOFAR as the Lease covers ani affect' the followinq 
described are;' and depths: 

(1; r.e southeast Quarter (SE/4); the Northeast Quarts of 
the Southeast Quarter of the Southwest Quarter (NE/4 
Sr 4 SW/4); the Southeast Quarter ot the Northeast 
Quarter of the Southwest Quarter (SE/4 NE/4 SW/4) of 
Block 62, West Delta Area, covering 'he depths below 
13,178' MD - 12,863' TVD (-12.765' subsea) as 
•incountered in the Mesa Petroleum Co., OCS-G 3601, West 
Delta Block 62 No. 5 ST Well ; and 

(2) The Northeast Quarter (NE/4); tr« Northwest Quarter 
(NW/4) thc West Half of the Southwest Quarter 'W2 
SW/4); the West Half of the East Half of the Southwest 
Quarter (W/2 ; 2 SW/4); tho Northeast Quarter of the 
Northeast Quarter of the Southwest Quarter (NE/4 NE/4 
SW/4); tho Southeast Quarter ol the Southeast Quartet" 
of the Southwest Quarter (SE/4 SE/4 SW/4) of Block 62. 
West Delta Vrea, covering depths from the surface of 
the earth down to and including the measured depth of 
30,000 . 

WEST DELIA BLOCK 63 

Oil ind Gas Lease of Submerged Lands dated effective as of December I , 
1974, betwee• the United States of America, as Lessor, and Atlantic 
Richfield Company, as Lessee, covering all of Block 63. West Delta Area, 
as shown on OCS Official Leasing Map, Louisiana Map No. 8. nd bearing 
Serial No. OCS-G 2933. 

EXHIBIT "B" -- Page 2 



PkTERMlNATION QF A 20% RATE QP RETURN 

Fhe Assignees shall bc deemed lo havr obtained a 20% rate of return when the iurn if 
the Discounted Net Cash Row equals thc sum of thc Discounted Purchase Price. For thc 
purposes of this Conveyance, "Discounted Net Cash Flow" shall mean thc product of (i) thc 
portion of the cash which is attributable solely to thc Development Interests and which 
would have been paid to the Assignees, collectively, in a given month from their 
Ovei riding Royalty Interest in Conner n with thc Development Interests if the Net Cash 
Flow attribuable to the Exploration Inn ests had not been combined therewith, multiplied 
by (ii) thc discount factor corresponding to such month as set forth below; "Discounted 
l*urchase hue" shall mean thc product of (i) thc portion ol thc purchase price nnd 
payments maue under Section 4.02 of thc Master Purchase Agreement paid by thc 
Assignees, collectively, in a given month pursuant to thc Master Purchase Agreement in 
connection with thc Development Interests, multiplied by (ii) the discount factor 
corresponding to such nv h us set forth below. 

For thc pur|H)se of this Conveyance, all payments made or deemed to have been made 
by or to thc Assignees in a given month shall bc deemed made on the last day of such 
month. 

Sample Discount Factors 

Period End of Calendar Month/Year Discount Factor 

1 6/89 .9849214 
2 7/89 .9700701 
3 8/89 .9554428 
4 9/89 .9410360 
5 10/89 <>268465 
( 11/89 j128709 
7 12789 .8991061 
s 1/90 .8855488 

2«*) .8721960 
10 3/90 .8590444 
11 4/90 .8460912 
12 5/90 .8 1333 

Thereafter: Intentionally omitted, to be calculated in thc same method ns the 
above discount factors arc derived. 

- • I ' M r .w i»' I 
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H O U S T O N 

r o r " * O B I I I 

R E C E I V E D 

By c o u r i e r APR 1 6 1990 

M i n e r a l s Manager* n t S e r v i c e 

1 2 0 1 E l m w o o d Park B l v d . Minerals Management Service 
New O r l e a n s , LA 7012 1-2 394 Leasiog & Environment 

A t t e n t i o n : Mr.. Ruby L . Boehra 

Re: F i l i n g o f Deed o t T r u s t , S e c u r i t y A g r e e m e n t . A s s i g n m e n t o f 
S e c u r i t y I n t e r e s t s a n d L i e n s , A s s i g n n i e n t o f P r o d u c t i o n and 
FL n a n c i n g S t a t e m e n t 
O u r F i l e 028'. 5 .0002 

I lea r Mr, . Doehm : 

Enclosed herewith i s one o r i g i n a l of the f o l l o w n ; instrument, 
which wo request be f i l e d i n ttie records of t h e Minerals Management 
S e r v i ce• 

1 . Deed of T r u s t , S e c u r i t y Agreement, Assignment of S e c u r i t y 
lnteror.tr. and Liens, Assignment of Product i n and 
Financing Statement, dated A p r i l 12, 1990 from Walter O i l 
A. Gas C o r p o r a t i o n , debtor i n f a v o r of C i t i b a n k , H.A. 

The mineral leases a f f e c t e d by the a f o r e s a i d instrument are 
i t i e n t i e d as f o l l o w s : 

1 . f -G 608 0 

CCS-G 10229 

3. OCS-G 10228 

4 . OCS-G 8117 

I t has been our experience i t h your o f f i c e i n the past when 
d e a l i n g w i t h instrumcn of t h i i . nature which a f f e c t a number of 
le a s e s t h a t the proced e t o be fol l o w e d i s t o f i l e the o r i g i n a l 
of t h e instrument i n one lease f i l e , and t o f i l e l e t t e r s i n the 



M i n e r a l s Management S e r v i c e 
A p r i l 1 6 , 19S0 
P a g e - 2 -

r e m a i n i n g l e a s e f i i e s r e f l e c t i r g t h e f i l i n g and r e f e r e n c i n g t h e 
l e a s e f i l e where t h e i n s t r u m e n t can be f o u n d . We t h e r e f o r e r e q u e s t 
t h a t t h e a f o r e s a i d o r i g i n a l o f t h e i n s t r u m e n t be r e c o r d e d i n t h e 
l e a s e f i l e f o r OCS-G 6 0 8 0 and we e n c l o s e 3 c o p i e s o f t h i s l e t t e r 
t o be f i l e d i n t h e r e m a i n i n g l e a s e f i l e s . The p e r s o n d e l i v e r i n g 
t h i s i n s t r u m e n t w i l l h a v e o u r f i r m c h e c k f o r payment o f t h o f i l i n g 
f e e s . We e s t i m a t e t h e c o s t o f f i l i n g t o be $ 1 0 0 . 0 0 ( $ 2 5 . 0 0 f o r t h e 
d o c u m e n t and t h r e e c o p i e s o f t h i s l e t t e r ) . We a l s o r e q u e s t t h a t 
y o u i n d i c a t e cn t h e c o p y o l t h i s l e t t e r , t h e d a t e , t i m o end p l a c e 
o f t h e above f i l i n g . 

T t i s ou r u n d e r s t a n d i n g t h a t one d r a w back o f t h i s p r o c e d u r e 
i s t h e p o s s i b i l i t y t h a t t h e l e a s e f i l e f o r OCS-G 6080 m i q h t a t seme 
p o i n t be p l a c e d i n t h e a r c h i v e s , o r o t h e r w i s e d e s t r o y e d . We do n o t 
k n o w u n d e r what c i r c u m s t a n c e s t h a t m i g h t o j c u r . We w o u l d assume 
t h a t i t i s p o s s i b l e t h a t OCS-G 6080 c o u l d go o f f p r o d u c t i o n o r 
o t h e r w i s e t e r m i n a t e w h i l e t h e o t h e r l e a s e s w e r e b e i n g m a i n t a i n e d . 
We a s k t h a t you make a n o t a t i o n i i / o u r f i l e s co c o n s u l t us p r i o r 
t o i M n g so , so t h a t we may makr any n e c e s s a r y a r r a n g e m e n t s t o 
c o n t i r u e t h e e f f e c t o f o u r f i l i n g . 

We a p p r e c i a t e y o u r a s s i s t a n c e i n t h i s m a t t e r . I f y o u have any 
q u e s t i o n s o r d i f f i c u l t i e s c o n c e r n i n g t h i s f i l i n g , p l e a s e c o n t a c t 
u s . 

W i t h bes w i s h e s , I am, 

CAK:j km 
Enc. 
cc:: William C. Wallace 

Gray Muzzy 
Ron Wilson 

757/N 

RECEIVED THE ABOVE INSTRUMENTS AND FILED SAME I N THE RECORDS OF THE 
O F F I C E OF THE UNITED STATES, MINERALS MANAGEMENT SERVICE, NFW 
ORLEANS, LOUISIANA, T H I S /<£ DAY Or A P R I L , 1990 AT _o O'CLOCK 

Y o u r s v e r y t r u l y , 

C a r o l i n e A . K n c b l o c h 
Landman 

E_. M. 
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