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THIS INSTRUMENT OF CONVEYANCE dated as of April 1, 1966,
between THE PRUDENTIAL INSURANCE COMPANY OF AMERICA, 8 New

~ Jereey corporation (hereinafier called "Prudential”), and JOSEPH B,

- SBAGRAM & SONS, INC,, an Indiana corparatjon (hereinafter called
[ 4

+

RS

et

T

B

u&axram-v)’
WITNESSETH :

- WHEREAS, by that certaln Instrument entftlzd "Conveyance of Ol}

. and Gas Properties and Agreement with Respect Thereto” dated January 20,
- 196} (herein called the "Original Conveygnea®) from R, Olsen, Olsen Ofls,

pnc., ® Pelgware coyparation, and ]al Ou Company. lnc., a New Moxico
. FPrporation, as Asalsnors. to Texea Pacific Coal and ou Cnmpany. a Texan

.1 . cprporation (herein called "I‘uxas Paclfic’ '), as Asslgnea, sald Assignars

- conveyed 1o Texas Pacific, among other lhlnga, the interests in the o}l and

~ gas (or oll, gas and mineral) laaaes described In Bxhibit A attached hereto

and hereby made a part hereof (hcrein called Bxh!blr "A"), and the minera),

i roya]ty and overriding royalty intereata tho retn described, excepting there-

{mm and reserving 1o sald Assignors four separate productlon pqyments

(hcreln and ip the Origlnal Conveyance called the "Paramount Production

Paymon;". the “Secondary Production Payment™, the "Tertiary Production

“
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"> paymen”, and the "Quaterpary Production Payment”, r "“Pe‘:”v"m' And

oL e

WHEREAS, the lmereau in the ofl and gas (or oil, gaa and mlne;al)
1cqaol described jn Bxhlbit A de the mineral, roynlty and oyerrjding
royuuy inerests therein described, subject, howevey, ta tho res;tlcttonq,

pxceptions, rescryations, conditions, limitatlona, Intercsts and pther

T matters, |f any, sot forth or 1eforred to in the speclific doscriptions of

K
.-

sald propertics in Bxhibit A, are herein referyed to as the "Subject Interests";

- and

WHBREAS, by that conéln Instrument entitled "Conveyancea of

Paramount Production Paymcnl".gated January 20, 1961 (hareln called the
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}__ " »paramount Conveyance"), said Aséignors (joined in the cass of R, Olsen }' :
by s wife, Laurcada B, Olsen), assigned to Prudential the Paramount ':“ ?‘f
‘: 'i Production Paymeny; and _ - .’Ei
u . { ' WHEREAS, by virjue of the Paramount Conveyance, Prudeptisl is j"éf
' +<  the owner of the Paramount Production Payment; and "’g
: : WHBREAS, the recording data with respect to the Original Con- t],ﬂ‘g
) yeyance and the Paramount Copveyance I8 set forth in Exhiblt B artached " '
"hereso and hereby made a part hereof and reference {s hereby made to the ‘::‘ '
Ariginal Conveyance and the Paramount Conveyance and the recording ,;3\5
_ { \ thereof for 8 more complete descrlptlon of the Paramount Production ; '“l;"
h “' Payment and the righta, titles, lmereata. cataxea, ;emecuea. pawers tnd {{%1
. Tg ' privileges conatjtuting and GPW“BWW ;hereto and f‘” #ll other pUrpoRe® %:j:
b hereof; and S :;’gj!
: { WHERBAS, by virne of tha‘t.cenam_ msﬁrumcpt of Conveyance '}’-’!
‘ ; dated as of Novembar }, 1963, as amended (herein called tha "Seagram :‘; ,
«! § , ~ Conyeyance™), consisting of Part [, being @ convéyanae from Texas Paclfic g ‘:]
; ’ to §cqgrnm of certajn ol and gas properties wharein there was reseyved < );’gz
: #nd retained by Texas Pacitic & production payment (hereln and Jn the | Jt’:;:
Seagram Canveypnce eplled the "T.ex:a,s Pacific production Payment”), in gj
: the origina} primary sum of $214,000,000, and Part 1, being § canveyanca hi :
P ' | -ttc?m Texas Paclfic tp Clanvi}le Minerals Corp., a Delaware corporatjon, }r, .
_" f“ + of the Texan Pacific Production Pa)fr'nent. Seagram acquired, among other 1 f'»n’ ;‘
,‘ ) fhingn, the Subject Interests BUbJC(‘?! to the Paramount Production Payment, = '’ (:;,!E'
* the fecondary Productjon Fayment. the Tertlary rFroduction Payment, the '“’::-;
Ruaternsry Produciion Payment and the Texas Pacific Production Payment, | (;‘;‘ 3‘
"' ' el as moare particularly sey forth and described In the Seagram Conveyance; and ':f.}”»,i
- WHBREAS, Prudentjal desires fo tranefer, and Scagram desiyos 1o :';é
. acquire, ;hﬁ Paramount Production Payment upon the termwe and ééndiiiﬂnl | J. p!{
A f ‘-}'
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and subject to the reaervauons, agreements and other majters hereln

coptained; and '
WHEREAS, Scagram intends to acquire and hold the Paramount

Production Payment as a separate jnterest separately and apart from the
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Subjgct Interests; and
| WHEREAS, In consideration of the conveyance to §t by Prudentia]

-

of ths Paramount Productlion Payment, Seagram is willing to convey to

- ."-"J, BBt s TS e C BRSNS, g

Prudential the Net Profits Overriding .loyalty hereinafter yeferred to, .
. NOW, THEREFORE, ' o t

ART_ICLB l

Conveyance of Paramount Productjon Paymens
- and Rescrvation of Reserved Production Payment

1 ,'" - Bection 1,01, - Prydential, for valuable consideretion to W in hand
I pa;d by Saagram, the recelpt and sufﬂciency ot which are hereby acknmﬂ-
Vo edged,’ by thesa presents dees, effective as of 7:00 A.M. Jocal time, on

; | Apri} }, 1966 (said hour and day being hereln called the “Effective Date"),

grant, hargain, sell, transfer, convey and assign to Seagram, {ta successora
and assigns, the Paramount Production Payment, Including, without lmitation,
.,- all of the rights, titles and interests vested |n Prudential by, or which
f'{}ldem_lal now has or may become entitled to under or by virtue of, the
Paramount Conveyance and all ol}, 'gaﬂ. and other minerals (all oll, gas and
. pn;og'- mmp;-'alq being herein gollectively called "Minerals") which are pro-
' - duced from and after the Bffective Pate and which shall accrue pr be o

artributable to the Paramount Prodyction Payment and the proceeds thereof,

sublect, "however. to all of the ter;%ns, conditions, reservations, exceptions
qnd exclusionp herelna.f;er set forth,

TP HAVE AND 'I‘O.HOLD, subject ag aforesald, tho Paramount
Production Paymont, togothur with 'ua{d rights, titles, Inierests and pther

- i 7t
" *:"-’=.’:Y". __'_.
—

matiers, unio Seagram, lts successors and sssigns, forever, aubjec;,
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however, to the terma, conditions, reservations, exceptiony and exclu-
!
l siong herelnafter set farth,
Scctjon 1,02, - Thereis EXPRBSSLY BXCEPTBD and BXCLUDBD

from the conveyance contalned in Section 1.0} and retained and reserved |

‘unte ?:udential all of the Minerals which have heen produced prior to ths |
Bffective Date and which have accrued or may heyeafter accrue to the |
Paramount Production Payment and the proceeds of such Minerals, {ncluding

a1l rights to such Mincrals and proceeds,

Al
R
%
3
1
t
-4
s
3
:

Section 1.03. There is also EXPRESSL.Y EXCEPTED and RXCLUDED
' from ;he conyeyance contajned in Section 1.0} @d retained and reserved untq
Prudeptial, as a producuon payment (hdrem .cg;k‘:d ;he "‘Beae;;ved Production
Peyment”) all of the Minerate which may he ;Sipd;;ceq, saved and gold from
the Subject Interestg from and after the Bifective Pate and which shall accrue
or be artrjbutgble to the Paramount Production Payment from anq after guch
date and throughou the period Bpéctfwd n S'eétl'on 1,04, subject, flowever.

fo the terms and provisions hereln contained {ncluding, without limitation,
) the terms and proviejons of Section 1.05. The Minerals which may be pro-~
duced, saved and sold from the Subject Inierests from and after the étlectlve I.

. Pate and which shall accrue or pe attributable to the Paramount Production
Payment from and afier such date throughout the perlod aforesaid are herejy
sometimes called the "Subject Minerals”, .. :

Section .04, The Reac.rved. Producudn Paymenpnt shal) continus and
;emiln jn effect unt)l Prudentjal shall have received from the proceeds o:
the sale o'( the Subject Mlnoralsi over and above all scverance, pxoduc;l(‘n
or pther taxos (except franchise, income and pther taxes maeasurod by '
profits) ypon ér mecasured by p.roductlon, freo and cloar of all coats and
exponsos whatsoovey, tho full net sum of Throo Milllon Five Hundred
Thousapd Pollars ($3, 500, 000, (Y1),
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’.-:,"..; Section 1. 05. (a) ’I‘he Besarved Production Payment shall be 3
; auapended from and ahau not he dlschargeahle out of or {n any mannay ‘
. A , 4
¥4 Zty. » J qffec; ;he Minerala pmduced from (a) any additional wel or wells (herein
R R .
i*;i L ,é- \ l b j called "gddjtional well(s)") druled after the Btfecnvc Pate upon any of the
v oy =z ;[J.’ ‘
ﬁ}f d "‘;F,‘j'.'e ‘ 3‘ SHbject Interesta, or (b) any well or wells (herem callgd the "waternood
P R 2 " ) ¥
e s Seert iR ’
$in ! 3:;&5 . ; well(s)"} existing at ;he Bffective Pate on the Subject Jnterests with respec;
RERAHEIVS Y [ !
‘_:' 7’,L:§.g l . to which there shall have been ;nstuuted after the Etfective Datg water
dhynp g
! o 11 1 t} Co, {louq operatjons, the productlop trom which well or wells is substantially
RO\ R I
A ’3? ’.-_-“_""3_2 | gftected by such water flood operations, from the respectiye dates of com-
bl
}3! "]’,"’gé i B pleuon of any additicna) wel) or wells qu, m ;he case oI waterﬂood wel)a,
{? HTBLS . -
. j}a A¥ %'i * S trom the reapecnve dawa of responae to the water nood operattons with
,: ,—Pqpect thereto, as evidenced by lr}crease in productlon r.herefrom (said
3 -3 ; clatea belng hereln referred o aa'the "cut otf da;es") pnti) such time
",‘)_"_ Sk R thereatner (hereln calied the "payout date") aa ;here shal} have been realized,
% I ' trom the sale of Minerals accruing or anrsbutable to the Subject Interesty
% : " ; nnd produced afier the respective cut-off da;es from all additiona) wells
TR, ¥
‘ : ;z : : ; and all water flood wells, net proceeds in an amount equal fo the fotal uf
RN ARl K voE e
1 v ; B T the tolloﬂng
445308 : o \
' f‘.’,x}i Rt B - () Al direct costa (capital or otherwist) jncurred and |
RRN NS }ig;); - paid by Seagram in drilling, completing and equipping j
g .;;iifgéfc;. ‘ -l and/or plugging and abandon;ng, all of the additional wells;
R plus ;
e :."\'; t . . 5
_ g'ﬂ:’! ‘ : (i) - Al direct capital expendltures Incurred and paid by
- .‘_\*,‘:i:,"‘ 1; , ) © Seagram {n instituting, developing and cquipping all
REPET bt . o . of the above mentioned additional waterflood operations
. ;1::‘,4:,'3 !j}j'; - L - instjtuted afier the Effective Date; plus
;‘:i*fl’f\ 3 B (i11) Al direct costs (through the district level, determined
L fpn "5,’...-[ \ L as herelnafter provided in regard to the net profits
¥ .':-’!':’! ¢ B ' . gccount) of operating any and all of the additional wells and
R l')" waterflood wells from the applicable cus-off dajes thureof untf)
1. 'f-e-l.‘g“h EA the payout daie; minus
' .. -."r‘:‘!l “,{ :
. 'r" .;" (lv) The totnl amount theretofore realized by Seagram since
P RN ; . the Bffective Date as pet proceeds of al} sulvage of
SRR TR : porsona) property (being the groea sales price thereol It sold,
_:} ;ub W hi :
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A TH ; or the market yalue thereof at the time of salvage prdis-
Iy \ f:; continugnce of uee §f not then sold, after deducling iIn each
“RE ST b . case the cost of salvage or removal) used or usefu} In
e )i e, ' - connection with the operation or development of the Subject
~RE ; g . . . . Imerests or apy part thereof, fa the extept such proceeds
?,_ IR R “+ .- are attyibutable ta the Subject Interests {said persona)
Wrh, ; * property being herein called the "Personal Property™).
:i);')‘o _' o (b) As stated {n Section 1.05(a) above, the Reserved Production
f-§ T el : :
}{i‘f z‘;f i Payment shall pot he dischargeable out of the proceeds of the sale of pra-
LRl s ' ‘ : _
.\5,'4'::,!__ * (,.i:l,,r' _ ducton from any additional wells or waterflpod wells prior to the payout
A |
; :57\}'; -'—.‘_j,‘,!q} daje, From and after the payout date (if jt occurs before the Jischarge
( ‘ f - -of the Reseyved Production Payment), however, the Reserved Production
SR .'_;-.":7 . . ) ’ :
S 3%y ,e{.;g;; i Payment gha}] again attach to and be dischargeable out of the Minerals
.5""".‘ .- : . \ - ‘ ;
N f!f‘!* \ .. produced from g1} of such wells and the proceeds thereof. I afier the
R : e |
' »}"’“* . Hirst payout date there ghall be drilled further additional wella oy there
‘?I‘9“i > . ) ) . f oL i »
"{fss g: . shall be ipstituted additional waterflood operations, then in like manner
s oty 34 s o T
3 a:s} ft\ . the Reserved Production Payment shall be auspended from and shall not
- * ‘, y - ) .
AEth be diachargeable out of the Minerals preduced from such additional wells
AN e B iz . . ' .
D o J%? "E or waterflood wells from and after the respective cut-off dates thereof
AR AR (0] Bl | .
Niris }‘\.? ©unt{l the subsequent payout date with respect thereto, determined as stated
iv! l.\: ’, -.: E: v ) ' i .
p.‘tfﬁé} . above, except that in determining such subsequent payout date there shall
IR »
rz E‘ {'{w}fu‘. ~: ba taken into account only the costs and expenditures referred jo abave
‘1T M 2 L
R Jt."‘: b . .
g ?El’ ;;\ - which are incurred by Seagram with respect to such add|tional wells or
vy 5l ' ’
- < r.- 4 . .
'n” '.“‘gﬁ : waterflood wells subsequent to the preceding payour daie, and there shall
} :}3-35} . be taken {nto account pnly the net procecds of salvage which are realized
'.' R "l";‘; L. : * .
[;Lf".ﬁ&"; ok . by Beagram subsequent to the preceding payout date, Ths Reseryed
--{.. ”:52.»{' ,'; i A N . ] .
:i""g[.iilr: : Prodyction Payment shal} not be dischargeable out of the proceeds of the
AN L1 &%
! \.!L;:__f}f!: . sale of production from such additional wells or waterflood wells gecyuing
:',"’—1: |‘\.i '-. ' .
, ..J:i”y’giil:cﬁ’" it gfier the spplicabla cut-off dateg and prior jo the subscquent payout data;
oy .';.l‘_l{' ;;4' J
fz;‘u ,.t,.'{' ’ however, from and gfter such aubsoguent payout date (if It occurg boforp
A1 inlig
.’,5{?_?; Jl‘ ! _ the discharge of the Reserved Production Payment), tho Rescrved Praduction
ll;;.?- ?',4‘ .
" :;!"':--' 'i
, "'zi'(l}s ¢ ;e
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Qil;g* "SS' 'l," b Paymems ahal.l agaln attpcb m and be d\acbargeable oup of xhe Mineyals
‘,»"__-'.',_ . “‘ “
i ’,‘ ?Sjl .1 fincluding the proceeda thereot) produced from all of such additional
[N W " IS o~
YIRS I "t
!t‘:_ ;'ﬁ,-l:( 3, i wellg or waterflood wells commenced subsequent to the preceding payout
IR A IR - . SR
v," : i.]g,} 'ul;v ; . fate, In )ike manner from time to time the opergtjon of the Reserved
\ Ty ] - . . .
REELAR L i RA 0 . .
o ! !7’%;‘ ! k{ i ), Production Payment shall be suspended with respect tq new additional
TL LR IR 1S
iy "_ . : 4‘ wells or waterflood wells until the payout date with respect thereto or
b, ¥d ) ! "; . ’ .
N " until such time as the Reseryed Production Payment shall have been com-

b Pletely discharged. S 4," .

] i
Vol Y :S () 1 within twenry- one years afu:r the date of death of the last
?’ § 7 , ‘ : ; survlvor pf all Uving descendams of ]oseph P, Kennedy. father of John P,
’yfj’: ?5" ' , o Kennedy, lats President of the Unued States of America, the Reserved
{:{ }£§” - } " Productlon rayment shal] not hqve aga;ﬁ atl.tjtéhed and become effective
i‘,{'a g“ié o g };wlth mspec; 0 the Mineralr p{oduced from agny additjonal well or wells
i!‘!}tf :} ;:j: ] ¥ : ﬂf . f ::or any wawrﬂood well or wens, ben the Beserved Production Payment
il}fé‘;‘“zi 3 . ’ aha,u pevar agein affect or e dlachargeable out of such Minerals,
~:,;]-r{ L " Section 1.06. The amount of all Production, severance or other
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;: : ,. Payment ghall be deducted from the procceda‘ot production available for

._ .
:.'l
~E2
-
Py

-". . application on the Reaer_ved_ Productlm} Payment and only the net amount
"rema_mlns afier deducting such taxes Bhnlll‘be applied roward the reduction
} ‘ of the Reserved Production Fay,"nent. : @ll proceeds of the aala of Subjéc;

~ Minerals which are actually racelved by Seagram en or before the Iast

-+ day of each current month and am:r ﬂxe last day of the precading month

| shal] on or before the last day o! auch current month be paid over to
Prudenﬂal)for application by it upon tte Reserved Production Payment and
ppon such payment having been made ths amount thereof shall he deomed
to have heen 8o spplied.on ;he flrst day of the succeed|ng month,
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"?, ;“:j'._. '-;"; | Seéuon-l 0% - The S‘ubject Minerals, as produced and gaved, i
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Production Payment involving the Subject Interests or any
part thereof or interest therein, to the extent such proceeds

~ arg attributable 1o the Subject |nterests; and

tion Payment by virtue of apd to the extent atiributable ta

: Aguinat the net profits account shall be charged the following:

(a) Al capital costa incurred by Seagram in connectjon
with lts owning, operating, exploring, developing,
maintaining or abandoning the Subject Interests or any part °
thereof or any wells thereon which are incyrred and paid p

" Seagram after the Bffectiva Date. -
- {b)
" - and paid by Seagram after the discharge of the Reserved

All direct costs of operation of the Subject Interestg :
{including a}l wells located thereon) which are incurged

Production Payment.

- {c)  Thar portion of the reasonable district office expenses

oi Seagram incurred after the discharge of the Reserved
oduction Payment for any distrjct of Scagram jn which any
pf the Subject Interests are located which js proper]y allocabla

: L the Subject Interests, such allocation to bs made on the

as}e of the ratio of the number of producing wells in such
district subject to the Net Profits Overriding Royalty which are
operated by Beagram 1o the total number of producing wells in

" purch district opergted by Seagram, provided, however, that

- the charges to the net profits account for district expense shall

. D)

not duplicate any charges for districl expense receivable by
‘Seagram as operator under any operating agrecment of any
charges properly made under any other clause horcof. :

Pamages or losses suffored by Scagram afier discharge

of the Rescrved Productlon Payment with respecy to apy _

of the Bubject Interests inchrred by fire, flood, storm of by
any other cause not contrellable by Scagrum through thu exere
clse of reasonable dlligehcs,
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';i‘. K { Seagram's ownership of the Subject Interests, except that the MyH]
Lotk i~ . 1 - . proceeds of the sale of all or any part of or jniercst in any of il
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S N u)A All other amounts incurred and pald by Scagram after
PO S the discharge of the Reserved Production Payment which -

o 4" aye Incurred directly in conpection with the ownership, opera- |
Lo ., ;. . fion, development, majntenance or abandonment of the Subject
noo il ;ntereatq. S
;" - ;'.- ] Auything herein to the contrary potwithstapding, there shall pot be

3 Pﬁﬂwd to the pes profits account any proceeds of salvage of Personal

Property to the extent such proceeds Were actually deducted pursguant o
t.._ glause {iv) of Sectjon ).05(a) In connection with a computation fhereurder,

and there shall not e charged agaim\‘t the net profits account any of the '
coste or expendjiurcs referred to in clauses (1), (i1) and (ilf) of sald :
Section to the extent guch costs or gxponditureg were actually included :
in any such compuistion, Except as speclfically provided in the Immed-

. ' : |
tately proceding sentence, all additjonal welle and all watorflood welle
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o (p) * Bxpenses of Jjtigation, liens, judgments, and )iquidaled
.Y 7 . labilities and claims jncurred andpaid by Scagram afier -

' the discharge of the Reserved Production Payment involving & .. -
any of the Subject Interests oF Incident to the deve)opmem, ex-

ploration, eperation or malntenance thereal.
, . {f)  All taxes (except income taxes) incurred and paid hy

R Seagram after the discharge of the Reserved Production '

" Payment with respect to the Subject Interests, {ncluding all
~ ad valorem, property, production, severance, occupation and '
. pther taxes assessed pgainst the Subject Interests or any part

. : Lt uBrle- ; . . )

‘?‘. . ) . o .

: > (g) Insurance premiums incurred and paid by Scagram afier

the discharge of the Reserved Production Payment for
insurance carried with respect 10 the Subject Interests, together
with al) expenditures incurred, paid and borne by Seagram in
seitlement of any and all Jossen, clajing, damages and judgments

o .. relating to any of the Subject Interests pr the operation thereof, - :
: A AR T

R (h) Al delay rentals, shut-in gas well royalties and other

s simllar payments made by Seagram with respect to the
¥ Syhject Interests after the discharge af the Reserved Production

' 4 PQYF‘CN- .

S () Al amounts paid by Seagram after the discharge of the
YL Reserved Production Payment by way of conformance of

.. investment (to the extent attributahle 1o the Subject Interests)
277 in any of the Pereonal Property if any of the Subject Interests
7 . are thereafter from time to tjme unijtized.
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(and all chargea and credua with respect thereto) shall pa treamd ag all
Other weua for nll purposes nt the nec prof!ts account,

s _ Bection 2.05. At the time of the discharge of the Reservcd .
i,
S Prpducuon Payme n, Seagram shal} determing whether mere exlﬁfﬂ Ip the
b ;

_nef profits account & pes credit balance or & pet dehit bﬁlance and such pet

1% eredlt balance ar net debit balance, as the case may be, shall not ba ,

carried forward and po payments or ;idjustmenté with respect thereto shal) '

be made except a8 herelnafter in th!s Section lprovxded In tha evept a net

g gt
e

credu baxance exists at such ume, then, . any other provlslone heroof to the

i com-raty notwubstandtng. Prudemlal ahall be entuled 1Q ;ecelva plgfthe - &

" pet proceeds (grosa proceede less qirec; ope rating expenaes) of productjon l'
accrujng ta Subjec; Minsrals irom and aﬁer tbe cltscharge of the Reserved
Production Paymens unti} Prudentiai shau have r;sceived therefrom 8 sum

T | equal to 05% of the amount of such net credu balance. Whep Prudentjal hag

ot o1
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SR DF LTINS it il 7 e

N i f
,; E , r " yecejved such pum such net credit balance shall be ex{lngulﬂhf?d and ._ %,‘
‘)jt‘ L . % ',;: | Prudential ghall thersafter be entitled to recelve 50%, of the net profits. In ! f!(
:“ l;' f _"" i " the event & net depit balance exists at puch time, then, any pther provisians F!
t,—‘?‘;ﬂ‘gé J . hereaof to the cantrary notwithstanding, Prudentjal shall not be entitled in %i'
][‘ ‘i}’ ;, »:2 , , ', , recalvg an}v net profits from and after the discharge of the Reser V‘_’q Pro- ;&El
é‘,i\!t (i« ductlon Paymen; ntil et profits in an amount equal io the Amoun of such . Q}i‘:
1{: ‘;’&;{ “’ _ t net debit halapce ghall have been xlgalized. When net profits have been ':T 3.!
“';’f’fé 1 e e s e st s oxina v
( ;,f.'j”{; 1 %! . . Prudentis) shall thereafier be entitled fo receive SOF of the net profiys.  : L'f;’
: %“{13}' p o Sectlon 2.06. Mt |8 understood and agreed that credit fiems (b), I j'
:1"‘..;31':}‘!3 : fe) ‘&)' {a) and (N of Section 2.04 shall ba taken Into account solojy to R F\‘t
" , :3%’ V) P determine whether pet profits extg; and fhat Prudential ehall bave no right, . ;l;£
‘\;2':5 o title or interest therein and that al) Paymclﬂt?I made to Prudential °“. account js‘,{
A !
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S 2
a{ the Net Profiu Dverrldlng Royalty shsl] be made cntlmly and ex\.luulvely
pur ot the p;oceeds ot the aale Pf Mtnerala accrulng to the Sumect lntereatp.

. 5 - Sect!on 2. D7 Dn or hefore the explration of forty-ﬂye (45) days ‘
pfter the Jast day of each qllendar month after the dlSCharge of the Reserved
Productiop Payment Seagram shall furnish to Prudential a detalled statement

In & form spproved by Prudential clearly reflecting the condition of the net -

- profite account as of the close of business on the Jast doy of such month,

Any defich or loss yeflected by any such statement shal] be carried forward

' (excepx, in the case of & pet debir bqlance exisung pt the time of the diﬂtharge

- of the Beaervaj Producuon Payment as provided ln Secuon 2. 05) {or the pext

[LPRE N -

' sucwedlns months umu such deficit or loss has bcen wlped out and ;lr;usdswd

;n caae A pet profit lu the nat pr oﬁ:a accouq; is (enected by any such siatement,

b paymen; to Prudential of S0% {or, ln tha case pt paymems pursyant to the
. aocond sentence of Soction 2,05, 65%) of the amoum of such net profij shal]

bo enclossd with such statement, and the remaining portion thereof shall be
credited to Seagram 8o as to extinguish any qr_gdit balance existing at the end
of any month. i the event that {t i8 de@rmlwd that Prudential shal} nbt be |
en;itlad 1o récelve any net profits dqung any period pursuant to tbe' fourth
peptence of Section 2,05, the amour;; of all of the ner profits realized duripg .

sucb periad shall also be credited sp as 1o extingulsh any debit balance with

. respect thereto. | at the expiration of two {2) years from the rendition pf

8 pax'nculqr ata;emenl Prydentlal has no; raiscd any objecticn to the jtems
;beretn reflected or as ;o deblts or cwdlta upon whlch such items arp
pased, such statement shall be conc_luslvely deemed to be correct for al}
purpbsel and Seagram shall no longer bo required to inaintain uny recorda
in copnection therewith, No change |n ownership of the Net Profits Qvere
riding Royalty shall be binding upon. Seagrumj untl it 18 furnished with

certified or photo coples of the ur!glhai recorded documents evidencing
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~ such change, Nozwlthamndlng any change in ownership of the Neg Pmﬁta

-

“Overriding Boyalty. Seagram ghall never be required to make paymenta . |
or {g render reparts rcqulrec! hereunder wt_th respect to the Net Profitg
Pveryiding Royalty fo more than pne party, In the event the Net Profits |
Qverriding Rbyajty “.’ owned by rﬁore tbnb one party, Seagram may wilh- i o

A hold further payments andlrepo,rts with respect to the Net Profite Overr{dﬁg )

Royalty u.ntu au owpers thereof have desjgnated g single parry fo act for al)
of them hereunder {n all reapects, 1ncluding, bqt not py way of limitatfop,
;he glving and rpcetv;pg of all notices and the (euelpt or al} paymems and

LRIV

reports. T S

-3

Section 2,08, Itis recognlzed,by the pa,ﬁiee hereto that 16 additjon |
to the other manera raferred to m mehu A, ths Subject lnwree:s are plso
: nnd will cmtmue ta bo subjet:t to tbe f’aramoum Production Paymem. the
"' secondary Production Payment, the Tertlary Producum Payment, the Quater-
. PATY Production !’gymem and the Texas Pacific Production Payment, For all
' purpoace of thlé instrument, however.i' including, without limitation, the
detarmlnation ot pet profite pursuant m thB Article land pr oducnon in |
pqymg guanq;les pursuant to Section 3 01 hereof, the Subject lntereaxa shal]
be deemed nat ta be subject to such productlon payments or any of them and
8}l charges and credits with respect to ;he net profits account sbau he mado' .

' sa I£ such production payments were npt In exlstence.

ART]CL;;";, 1

Covenants of Saagram

’ K : e
Bection 8. 01. Sesgram covenants and agrees with Prudenflal ag
follows: - ‘ P

(a) Seagram will cause the Subject Interegts to bo cone
tinuously operated for the productjon of Mincrels §n
# good and workmanlike manneg and {n accordance with a})
applicable federal and state 3awg, rules und regulgtjons S e

.
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and {n accordance with approyed practices in the industry
and in accordance with the terms and provisjons of the .
instrumenta descriped or referred to §n Bxhibit A, and will

not, without the prior wrltten consent of Prudential, permit

LRI

c...>  part, any of the Subject Interesta capable of producing -

- Minerals {n paying quantities; _
e ‘b) Seagram {vul' cause to be paid al} costs and expepees

SR incurred afier the Effective Date jn developing, operating,

. equipping and maintaining the Subject Interests, and will cause
to be maintained {n a good state of repair al} equipment thereon
necegsary 1o the efficient operation thereof, and will cause to

T be fromp_uy replaced al] worn out or pbsaolete equipment, and
oWl

pot fnrmlt any mechanic's, materjalman’s, laborer's or
- operator's ljen for unpaid bills to attach to apy of the Subject
- Inierests; o , o -

(c) ‘Seagram will cause to be repdered and wil} cause to be
. paid prior to delinquency all ad valorem and pther faxes

. and assessments of every kind and character whataoever levied :
2’ ypon or aesessed against the Subject Interests (includingthe - - ;

Reserved Production Payment) and the equipment thereon, and
' Seggram agrees tq indemnify and hold harmless Prudentja) from
and agajnst al} puch taxes and any lieng securing the same;

{d) Seagram upan request hy Pruden'tlél; but not fnore often
X " than once gl?ring any twelve (12) month period, wil] obtain
1.~ from an independent petroleum engineey, selected and designated

" by Seagram and approved by Prudential, an evaluation of the re-

L serves underlying or attributabls 1o the Subject Interests and a

.

S A )

f ‘Q . Seagram shall comply with and

. - projection of the income and expenses Incident to the production
. of such reserves in such detall as may pe requested py Prudential,
-+ apd will prompdly forward such report to Prudential;

Seagram will keep, in addition to the pet profits account,

true and correct books and records showing the amount of
production from the Subject Interests and will report to Prudential

. egch month in & form satisfactory to Prudentlal the amount of Jnrcr :

- duction from each Subject Interest during the preceding calendar
month and, until the discharge of the Rescrved Production Payment, =

" . the amount thereof applicable to the Reserved Production Payment;

rform for the berefit of -

udenti 1 express and {m.plicd cavenanis of each lease . -

e

/7 gescribed {n Bxhibit A Jnsolay a8 Seagram has the TIENTANG powor —' -
v, todosor EEE B
%' (g)  Seagram will permit tha accredited agents and nominoes

o of Prudential, at thelr own risk, at all tjmes to go ui)on,
¢, {napoct and remaln on tho Subject Intorepte, and during nl
yeaponable hours to oxaming, audit and moke vxcorpty {rom any
end all books and records of Scagram partalning 1a the Subject

Intereste; and Lo
T , -
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RN I (h) After the Uqu!daclon of the Reserved Productlon Payment,
SIUEIEEE (e B Seagram shall make no single axpenditure in excess of

ERERtUS-+ 1 I . Five Thousand Dollars ($5,000. 00)) . n connection with any pro-

Ry ducing well located upon any of the Subject Interests without tie
MARERY BN " prlor wrirtep consent of Prudential.

SIS RN O ,

EY F I ; T .Provided however, ;hat Sc*gram Bhall have the rtght, Wlthout
Ay ) : -.-.‘»}‘ obtalning ;he coneent of Frudential, to sur;ender, abandon ar release any

r'.l .'!‘ .‘» K g { - -‘

g ap . smuep; mterest (or any por tlon thcreof) when thers is no well located on

ge ~".. y " .

7 aqch Subject }nmresr {or such portlon thereof) which 1s capable of producing
i:'. ":f' . ) Minerals in paying quantities and when Seagram ﬁus reasonably determined
HEMEE that (i) no existing well may be recompleted, and ne additional well may pe
l t' jf,.",,‘ ! completed, therean which Would pe capzi)le of producing Minerals in paying
SRR

- "’si{h . . Quantities and (u) po pressure malntenanca or secondary recovery pperationa

[ "; !“‘." : i" M ; ; : . .
l' J 1,_3‘_}.;‘-’.5:3 A maybe msntuted with reapect to any Well loct:ted en such qu)ec; lmereat IS
R/ S3501) N :,I‘.';‘.‘.- o o
ti,l‘vﬁ: gﬁs e (or such ppr;lpn thergof) whlch would result 1n Lhe produ;tton from such well '

’ ". Y? Y ‘.:l‘ '," .‘:~ T
_I_ s ')1 ': . - ,; of Mme; a}s in qumg quantitles, and funher provided that Seagram shall
B RIS RT3 S A 3
E tz::?‘. fg Ty promptly nottfy Prudemia} in wr;t‘qg of any nuch aurtender. abandonment
; .'I‘l'v-. ‘.E' ‘. . . ‘."l - ' : '. .
zgfngiﬁfﬁ . or releaae. Sy = G
PR AT/ - (g8 I oo "

.Jrj:%?:i‘-r x ¥ I TN . Por all purposes of this Sectxon an cxxstmg well locateq on any Subject
RIS R T IR S
,f"f‘l‘iifi ’_"\,}4}—; A ln:erest ehall be deemed to be capable of produclng Mineralg "in paytng
RO | .

;"i;-:\‘:.,\i\ ;ll_';.:-._}f , R 3 quantlties" unlesa a ccndltlon npt of 8 tempc'}”a!')’ nature Bhau pxiat whereby
AR ; :

v U Yy =
S ‘i} 9275 ! 5 N . the aggregare value of ;he Mmergla produced frorn BUCh well and pccruing

PRGN ' B :!
¢ 'J."f *;Z ; to euch Sutzject Ipterest (lncludlng the Bxisting Producnon Paymema, as hereln-
N l, .Q'r: 4 "'

.f,:'g,{-ﬁ'»f,fair : . A aﬁer deﬁned) is less than the direct costs of operatlng such well and preparlng
| ;5‘" ’?‘, SR . .  ' s :! . fhe producuop thereof for markeung allpcable to auch Subject Interest., For al)

.- ..!!]34 i oo ;

v, ,--,_-}Q § a 2 pw;posea of this Section, a welt pn any Subject [nterest which may result from
c‘ .- _£ '-- : . :

( e :"_‘ - "f’_’ _’. ' addluonal drilling or which may be the subject of recompletion, pressure

e : ' maintenance or secondary recovery opcrations shal] he decmed to be capahle

] ) o "

. g {% ‘ k .. " of producing Minerals "Iy paying quantitics™ If, In the light of canditions

‘- Y "JE\]' 'fex;s;lng at the time of the detsrmination and which aro not of a tomporary
S &

;.',-’? 3"}} nature, |t s estlmawd that tha abgwguu_ valuo of the Mlncra!a to be produced

“l".'-"v:.; )

1 - :i i '7‘1,.. from such well und accrying to auch Subject Intergst (lm.ludlng the Existing

.!ii S ;k"j - b a '

DU SRl .19.
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v, 1 3 CRA : : : Co - L T ‘ . b
[ ;:; fi 5 ‘ Pmduc;ton Paymems) ghall cxceed the then ¢8timated direct costs of operating
i LA Rl 3
’; ,.-'_!’_‘.;,;: ;{_;E ! - T “such well and preparmg ;he productlon thereof for marketing. ag well s the
;'!"%N‘ | ird i
33_,' . {}3 ; ‘F B dlrect coats of providing ;hq necessary ;netallanons for, and carrying out,
111 .' : ' , - any m‘easure matmenanca or aecondary recovery opcrmlons properly allo-
§-Fa VoY
# )-.,’; iR BN IR cable to such well and the dlrec; costa of recompleung such exiatlng well or
Af M ige ‘}.'f.'
Jig .' ';r ‘. R a;xums. Com_PleﬂnB and quip_plns such additional wel}, in each case to the
;L M : . extent such direct costs aro allocable fo such Subject Interest,
g gfene . .
,‘t y 3 Notwithstgnding any covenam of Seagram to the contrary, Seagram,
AN T e Y
}‘3 ',{rius‘:_ {f’_‘ o .. with respect to those Subje\,[ lnLerestB which are operated by operators
BRI TR
"{;j f'i',; s other than Seagram, shall not bc obligateq to perform undertakings per-
JIH‘M? - z | tormable only by such operptors and wmch are beyand the cantro) of Scagram;
ff«g.{l&"gf o Erovlded however, that Seagram wlll pmmpt)y take all Buch actlon hzgally "
S Tl s e -
! ‘!‘3":?11, g:, | avauable to it to enforce or secure the pertormanca pt any such undenakinga
RS R P e
i i _'"_ u f i s ‘ required to be peytormed py sucb pperatora. o
JACKE IR Sectlon 3.02.  Should Seagrqm, prsqr 1o the discharga of the
, C- Reserved Productjon Payment. wulfully fal) in any respect pmmpﬂ) o
I A
RN - pgrfo,m and pbserve any of the covenants, cond_ltlona, promises or opder-.
. '._: " takings herein provided 1o bo pcrformcd and phserved by Seagram, and such
- tauqrc continpe for eixty (60) days afier demand for pcrformance {n writing
* , =) hy Prudentigl, or in the event theru is appointed a recejver or frustee for
HY | . the Subject Imerests or for any aumtantm part of Seagram's propertles,
b ,.;_ ;,L‘ L ~pr {n the event Seagram is adjudgnd ban\crup;, or any proceedlngs are com-
,',‘ I r" ,&Qf ot o mppceq by Seagram undey any bankruptcy, receivership, morganlza[jon
AR A o o
Vit té r.%.-l: _ grrang;ement. readjustmem of deby {nsolvency or liquidation Jaw or atatum
RS £
i ,’j " - of the federal or any state government, or {f any such proceedings shal] be
a’ ‘ ! : ;' commenced agalnst Scagram and Scagram by any act shal] indicate fts con-
: _ ”Jt sent to, appraval or acquic acenoo 10 any such proceedinge or such proceedings
e
',3‘3!\'-{'.". . shall remajn undlsmissed for lhlrty (.50) dnys, or in tho eyont Scagram makes
e P
it bt
‘;x' :"-' & : - .
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: an walgnm;u;; for ;he ben;t;t ot ua creduors, then, upon [he occurrence ‘ ‘;"
’ of any EUCh cvcnt, frudemlal Bhall th»reupon and thcreatter have the cop- | : | _,
) tinuing and abaolute r!ght, prtvue,,a nnq optton (but sha}l be under no duty), e ’
i -;_f_‘!mm the Beaemd Producuon Paymem haa bean fully diﬁcharged o succeed - - } :
to and exerclsﬁ a,u ot the rlghta of Seagram' "aav ihe owner pf the Paramounr }
Production qument) under and wlth respect to the Paramour\p Production |!
_ Payment, Including, without Wmitation, the rights granted to the holder and | ;
. % : owner of the Paramount Producuon Paymen; under Parngraph ¢ of Heading I k ;'
; ), of the Original Conveyance and 1n connecuon therewlth, to- apply o}l of the
: :gf : roceeqa accruing to ;he u]tereat ot Seagram m Subject Interests to the 3
’ f  Reseryed Production Payment, | Ml rlgms ] wwch Prvdcntla) shau have .. |
' ; nucceeded under the provialona pf ;hie Sectton shall mrminate euhe; (1) o ,
4 _-". __,:' - when the Baserveq Productlon Payment shall tuve be°n fully dlsc:hnrged ' |
' or (2) at such earlter date when all defaulis of ‘Seagram shal} have been
) .' remedied, without prejudice, hbwevar, to the exarcise of any such rights :',
; * | upon gny _nubsequeni fallure of Seagrén), prlér to the dlséharge pf the '
,',"' Reserved Production Payment, to perform and observe any of such covenante, '.
f P pbligations, pré:rhises or upd‘er'taklnge;:' Neither the aforesald rights novr' ;ha B ' :
" ' ,.3:-?“{‘:‘” mereof shall relisve Séagram‘ of a,n); of its obligations herein or ) J
: x . heretofore undanakem nor re)ieve Seagram pf 1iability in damages or by ; !
o way of specific pe;tormance for breacp of apy ghliganon of S_agrnm under- ’;
. e taken hereln uhlch Arise afxcr pbe dlscharge of the Rescrved Pwducuon - 'l
ﬂ";?%wmmvf“ﬁ*?‘ - J‘*'afr‘ | . D ¢
. Section 3 03, Scagram agrees that, until the dlacharge of lhe . ‘,\"
' Rcservud Production Payment. Prudential shall have, and there are hemby' ‘
reserved o Prudentjal until auch discharge, the yrighta vested in the holdor .
- of the Paramount Production Payment to exsre¢lse the electlione und righty '
and to give the notices relarred 1o in Purngrpph 3 ot Heading 11 of the Orlginal y.
. . Conveyance, g ’ * ) el N
! | §oepge ]
l N L R g
el i s S Ceni o £ -A,“:-.«_‘ — .
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f*_!‘.';:.:" : {{L - 2 -, imposing hereby any duty to exercise such power) at any time and from ,
B R - ' ' . '
"-g; I R * time to time to commit any of the Subject Interests, including Prudential's
i ok X R . T ' S
“" 'fs'c S . Interests therein, or any part of or inlerest in any of the Subject ntercsts,
MR IR Y r : Lo
*; t‘ "*" e to any communitizagjon, pooling, pnitization or unit plan of operation or
TRV T Lo ‘ i '
i?’ |“1 -, 7 .+ development which Seagram in ita gbsoluie discretion shall choose [q
“. ,e.: .-.'.'" . ’ ] . ) . i
.,‘ ‘ ot . . . approva. The interest jn any unit accruing or agributable 1o any of the
1R : ' '
‘v’ o B - - 8ubjoct Interests (or any portjon thereof} included therein shall become 8 ‘
S WY, : -
o'-f;‘f &, s +."" part of the Bubject Intergsts in the same manpor and with the same offect -
v; O 1 BEEE ‘ . ’ .
,1 l 'f B . a8 though such unit and such Interpst were apecifically describod in Bxhiblt A, ;.
LA : :
i ~ i | |
‘ !':|-': 4:'.:"19’ ‘
s i l"; i '!l s
e Al SR
*l‘u . R 1 . peox 260 put 797
E't.‘.“"' '-:”~- DR R 0 R T . 0 R NI s B g L IRA T s ._;-',‘-' : - " "‘ -~ ; * 'w .
Y 5] v, .} . '.“_k;‘lt '~~-.- ":". Nt A 4 Ca - d . . xY J

"V""""r“ "f rvpmmyﬂx #
N
: Se.ctlon. .3 04' Aa pa:t of ';he conelderauon tor the conveyance of
, a the Paramount Productlon Payment. and for the benefit pf Prudential as
: A | holder of the Reaex vod Productlon Payment and Lhe Net Profits Overriding
: , _' Royalty, Seagram hereby covenants and agreeq ;o make additional capital
’ A . expendlturee upon tha lands desctlbed in Exhlbit A by edditional drilling ..
, ;' S apd development of Mmerals fo the extent of pot Jess than One Milliop
.:,'-i . - Dollars ($1, 000, 000. 00) during the period commencing with the Effective _ |
; Pate aqd ending upon expliration of four (4) years from the Effective Date,
in 8 good fajth effort to dcvelopuadc.i'iuonal féiner;:ea of Minerals npon said
lands. | B ‘.
“"‘.'”"“‘i".“'. WL
ﬁf R ’ S Miscellaneous -
o TR e e e e
i, o DI Section 4. 01 Seagram Bhall have ;he nghx m axerciae each and
_{: ] ', pvery rtght ponterred upon the lessee and/or pue ope;amt by each of the

i i
l?l vy
R 1
Ve L.
‘ ’

: .
i .

)s:aaes descrlbed in Bxhibu A. as weu aa by any mh«:r existing contract

' or jnstrument aftecung xhe same, wuhout the joinder of Prudential, In

" additjon, Seagram shall have, as an lrrevocable power coupled with an .,

jnterest, the full aﬁd exclusive right, power and authority (but without
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Eectlon . 02 u at gny tlme, elther before or afier the receipt

by ;’tudemtal of ;he tun amoun; of the Reseryed Produmlcm Pay ment, ,

) Pruclenual ahau he compelled. tor any réason Whnlsoevet‘ ta refund or
. ta make reaqtution of any proceeds of the Subleq Mirerals theretofore

received by Prudentlal thep there shall be restored 1o the Reserved
Productjon Payment, and it shall pot be ljquidated and discharged until .

Prudentia} receives, an amount equal to au such refupds and restitutions

- of Buch proceads, Qgether with all amounts which Prudential shall be

compelled 1o pay an mLerest damages and pznalti,ea, ln the evept thay 1;

ia determined At any time of trorn time fo time, pursuant toa duly entared
order or Drderﬁ of the Fedoral Powar Commlssion, ;hat any Refundahla
Proceeds (as hereinafter defincd) mugt be refundeq !o plpallne purchasers

of natural gas, Prudential agrees ta pay the amoum Ihf:reof together wlth
(notwt;hstg.ndmg. I the case of Betundable Proceeda attributable 1o the
Paramount Production Payment, the provlsionq of Paragrarh 3 of Headlng |

of ;tze-:O;l‘gmgl Conveyance) all !n;éiesz, damages and penalties payable in —

v .corim.cggpq therewith, ejther directly to the plpeline purchaser or pur-
' ;haa,e,rd ér, upon wrjtten demand by the parfy, Including Beagram, required

ta make such refund, to such party, " Prudential agrees and confirmas that

" vested §n Saagram pursuant to Arucle | hereof.

any increases {n the principal sum of the Paramount Froducuon Payment
after ﬂa Btfec;ive Date of this tnstrumeut puraqan; to Paragraph dof
Headipg lof the Original Convg:yance and all rights with respect thereta

| shau be fot the bcneﬁt of Seagram and are intended ta be assigned to and

The term "Refundable

_Proceeds” a8 used herein shal mean all proceeds from tha sale of natural

gas produced elther prior to or afier the Bffective Date which have accrued

“or may hereafter accruw fo the Paramount Production Payment or to the

Reserved Production Payment and yhlch have heretofore been or may
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hereaﬁcr he paid m r;udential as the prlor owner pf the Paramount

Productlon Payment or as ;hc owner Qf fhe Reserved froducuon
A Payment. Prpdentia} agrc:es to hold Seagrqm harmlese from and '
5 ; agalnst any claims fot ﬂefundahle Proceeda, tncluding any glaims . ...
f- | gor ipterest, damagea or penamea payable m connection fherewlith, '
47 o Section 4.03, Prudentjal shal) look solely to the Subject
- Mmé:a}a for the discharge of t‘l'e Reserved Production Payment, and
v oo ' Seagram shﬁ_ll never be personally llable torA such discharge thereof; 4

AL ] ‘l

- provided, however, that nothing in this Séction or {n Section 3,02

- ghal} xeueva Seagram of {ts Hability ;o ‘respond in damages for any .

greemenm and undermkmga herein
made by Seagram. i any manufacturlng. proceas;ng pr reﬂnlng

' § . qperarlon {8 conducted by or tor the benefit of Scagram with respect -

m any Minerals whlch accrue elther taQ the Bs_:eerved Producuun e
Paymcm ar the Net Profits Oven iding Royalty. only that partion of

thﬁ proceeds recelved from the sale thereof which represents the

G R . {air market value at the well-head of such Minerals ehall be upp]ied )

- Wpon the Reserved ?roduction Payment o the Net Prome Overriding
BOYalty. ‘ '
s:ctlon 4 04, When the full amount of the Reacrved Produc- .
. Hon Payment as speclfled In Secuon }, m haa peen received by
. Prudential, then, subject to the' provlaloqa of Section 4.02 hereof,
" tha Reserved Production Payment shall be fully discharged and tn that "+ o
- ~ pvent Prudentia) agrees, ypon requeat, to execute and deliver all o

pecepsary and proper acqulitances.
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leaae the average productlon of ofl per well ey day avera&cd pn the monthly -

_ pas!s js 15 barrels or less, the right of Prudential to recelve, and the

4.t A it ga = -
* .

~\ <.
e Sy .

t cxmnaions. rencwals or aubatlmtlons at any Dt the leaseq or lmereats therem

- specmcally descru:ed ln Bxhibit A and the pamo shalf be sublacz to all pf the -

- TSI

,' tarme and provisions hereof in the game mapner and 1o the same extent as

‘ i that apy aqdltlo@nl interests {n said leases heretofore or heresfier acquired

e "’ N "L oo doe 260 mr 500§l
. : o &

Sectlon 4. 05, So lbﬁg ag and to the extent that the sBame may be o

mquh'ed by qppllcable lawa or regulations, {p the case of any lease from g

g

;he Upiteq S;atca ot America jncluded ln the Subject lmerests, from which

S Icy p
Pl g,
-

 e— —

- Py
Tex PMNENES X

obligation of Séagram.to pay 1o Prudential, the proceeda of oil produced

A

from Buch lease (whether auributable to the Reserved Productjon Pagyment ‘
or the Net Protits Overriding Royalty) shall be suspended unti] said pverage .
preduction of oil per wel} per day exceads sald minimum amount and such -
suspensjon ghall app)y peparately to any zone or portion of such lease scgre-
gated for compyting government royalty.

- Section 4. 06. 'I‘here shal} bs mcluded Ln ;he Subject Inferests any

if such extensions, renewalp or aubétuutione bad' beeﬁ épSCIflcally described
in Bxhibit A, Jtis expressly undefstood and aéreed. howcvet! that the term
“Subject |nterests” shall not 1nclude'any interests (of any exzenslonh, re- |
newals or substjtutjons thercof) in ;he leases de'acrlbed in .Exhibll A oter
than the specific interesta described therein, it being the Intention hereof

by Seagram are pot intended to be and shall not be subject in any way to
this {natrument, ' ) o . ' o
_Bection 4.07. Prudentlal qnd Seagram will exccute end deliver al) :

guch other and addjtiona} inatrumemﬂ. potices, releases, acqulttancel and

o:hor documerts, and will do all auph pthar a:.tq and thinga, aa may ba ' '
| necessary more fully jo assure to apCh ether party or {18 guccersors or '
3} - ‘ el
i B
; Mo o
rdde ' '
.“.'-;, - \'-;} . ;"'.:. : v :‘(.( ‘. ", o ";,
RIS AN T TR _‘,’.m" azhiil I NIRRT Y |
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| ‘ 38818118 al! pf the tespectlve eslams’ tlghtﬂ and interests hereln and ferehy :%5‘

X Erwwd or retained and raaerved or i"wnded 80 {0 be. N g;,z‘f f

‘ i ' o Sectlon 4.08. - A“Y, “otices, reQueﬁtS. demaﬂdﬁr ¥eports or ofher | :72’
"L:_ e tnatmments ar any txme requlred or permmed tp be givap ar fur pished ro e E

; {4 o aerved #pon ezther pany hereto or any BUCCOBEOL L0 all or any pant of = : f E

N me Interests of either party herejo shall be deemf:d S’JfﬁClcm!y glven or - f}

turnishod or served {f {n writing and delivered to such party or ta any omcer : !E

thereof ar deposited in the United States mail 1n 8 sealed envelope, regls- | :jl ;

tered or certified, wlth sufficient poetage prepald. addreased to such parry _ *i! :

i " et address stateq ln this mstz‘ument 01’ ‘0 such D”’e’ address anthe . a‘t§

| P | | panty 1o be addressed shall have designated by wrmw n“‘ce fo tho party 451‘

. ,’ gmng such nptlce or turniahlng such report or maklns Buch fe‘l“es‘ or o , \'5‘

! demand, - I U .f?;

‘ _ . 7 Sectlon 4 09, Subjec; 1o zbe provisionf; ot Section 3.0}, Seagram ! t"!"

| »f | Qgreag that it will nnt sell, ;ransfer, convey or aeaign the Subject Interests "L‘;‘;

‘.l .' {é . pr any part or portjon thereof unless the 1natrumem eyidencing such eale, ‘ ’ J’t

‘ _ ;ranstcr, conveyance or assignment containg an express provlston by whtch -} } ¢

:’ i U“’ grentee, aesignep or other ;ransieree assumea and agrees tq be bound | L;I :

] Py all of the okVigations of Scagram under the feyma of this instrument ;. )

;‘ ‘ | No pale, transfer, gonveyance or aaslgnmem by Seagram of the whols or | gw

;; i " gny ;;qn of {18 {nterest ip the Subje;; Interests éh‘ail relieve §t of pny of {18 f,g

!' ,' Oblxgﬂ.tlona bereunder. however, e;x‘cepf as specificelly cansented to in g}

S ertlng by Prudentlal, - | | (,;':

_ Sectlon 5. 10 Seégram ag}eag that ft w{ll not sell, trangfor, : .'{If

nuign ot yelease the Paramount Production Payment without the priar i "

' - wrinen consont of Prudentlal and that 1t wil] own and hold the Paramount r ' "

Production Payment as s separate inwreat, scparate and apart fyom jts ,l

othor jnterests in the Su‘bject Interesta, and keop accurate b@kn and ,'!‘E
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is

the Intent of the parties he‘reto thét nothing herein contalned shall result

records reflecting the status of the Paramoupt Production Payment.

ATk gt LT

O B R T R

Subject 1o tbe proviejons of Artlclo 1 hereof and to the reservations herein

{n the merger of the Paramount Prpduction Payment with Seagram's other I:
inteream in the Subject Interests, - ‘- ' - ' Ifg"’%
Sectlon 4 11, Prudential covenants and warrants as follows: that ft | 351‘
has the legal rlght and authorlly to grant, bargaln, sell, convey, assign, ‘ :55[
: [gangfer' aet pver and deliver the Paramount Pgoduction Payment and all lts '1 ‘
. Fights, titleq, interests, estatea. remedies. powers and privileges gppurtevj : ng
;.|: . : pantor mcldent thereto; that as of April 1, 1966, $6,374,744.08 of the Primary E‘t
! r ‘ Sum of the Pf.ramount Production Payment was outatanding apd undlscharged,; F‘;:
‘ A that subﬁequem to Apru }, 1966, and Prlor ;o August ..7 1966, Prudential has ;ﬁ“
. ‘ . received Proceeda accruing fo the quamount Production E’aymem inthe gmount - ?“
| : of $131.87} 9} attribumbla [{ Producﬂon Prior to April 1, 1966. and proceeds H;g
,1'—"-,-; ;n the amount of 6256 249 74 atmbutable tQ production subsequent to April |, .
- 1966; and that Frudendal haa recelved no other amauntq since April 1, 1966 | !ij‘;
"7 end prior fo August 27, 1966, on Account of the Paramount Production Payment, . Bgﬂ
L
fri

4+ contained, Prudentlal hereby binds {tself and its successors and assigns to

warran; and forever defend the Paramount Productfon Payment end all rights,

8 S e [ B i

titles, interests, estates, !remedica, powers and privileges appurienant pr 1‘;(
incident thereto unto Scagram, ita siiccessors and asslgns, against every persan ‘;‘
whomsoever Jawfully claiming or to claim the same or any par} thereof by, '1;?-
lhmugh or under Prpdentla.l, but not mherw;ae, subjer:l to the provisions herpof, i;f

q g

Scctlon 4. 12 Seagram coyenants and warrants as tollowa that it1a

—

the owner o( ;ha Sublect lmeresle, subject only iq {{) the overriding royaltlca.
-+ productfon payments or other burdeps which are get out fully and p;ectuclr
{n tho description of tho Subjoct ln;‘ercutn‘m Bxhiblt A, (11) divislon ordorg,
trnnster ‘prdora, contracts for sals of praductjon and operatlng ngrepments
- entered §pto by Songram or jis prcdoccsaorl §n the normal courss of bustneas, -
and (111) tho Paramount Production }"a‘zynwnt, the Secondary Production Payment,
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the Tertlary ?roducﬁon Paymerit, the Quaternary production Payment, and
. thq Texas Pacmc Producnon Paymem (hereln collectively refer: ed to as the

"_f hiid E "Bxlsting Produchn Paymcnts"), mat the oil, gaﬂ and minetal Jeases and

g",i, & ._- ‘ 5( o f the miperal rqyalty and overridlng royalty 1ntcrusta deecrtbed in Bxhibit A
LR 1E I

J‘: '}ﬁ&}g ¢ b oare vand and eubewtlng and In full force and etfect and are tree and clear
i o f

‘.:" S i;; of all }iens and encumbrances of every kind except those hereinabove de-
AR ; - ‘ '

1{ gf ;; ; scribed or created hereby; that all rentals and yoyalries due and payable with

SUNRRISTE: B o
'"*‘j{’ reepect to sych oll, gas and miperal Jeaseg have been paid; that Seagrsm in
Ll gie 8 :

‘ét{ ’i;:;{r . ;he owner of gll personal propeny and gquipmen; located upon the lands da=

LIS 9 : \ ) RO

i : e RIS acrlped in Bxhlbi; A or uaed or useful in connecuoq with operations conducted
R ROSTH e nseteon which s am’lbumble to Supject ereats. that Scagram ia entitled to

' - receive. aner deducnng all royalth-q and ovomdtng royaluea payable put of

) ‘ . .,;f: ' ' ’ - Prpducuon (rom the propertiea descxibed m ﬁxhiblt A, but inclusive of all

:; 7"1 ik Mmerala accruing to the 8xlstmg Producrlon Payments, pot Jess than the
L'f””{’?? L i ' decimal shae of the gross afl, gus and other hydmcafbone produced from

LA RS R N

;i‘ﬁr;ﬁg? t "f LLve ;he respective tracts of land dcscribed in Bxhibit A. as limited by lts pre-

BRI

o 4..‘1?”%& " Eﬁh qmble, or allocated thereto if unitized, that are set forth in Exhiblt A undey

RNt B P

. gt"‘:iir;";xﬂ'i?é: ! 5 P .,('_' ;he dgacnpnon of t_he respective pr opertlea described in Bxhibit A; that

LT FR Y st oL X '

f. v :':_ -;}.‘» ;10 1 Seggram has good right apd authorlity to copvey to Prudential the Net Profits
Foedtiand LR ' ‘ : - .

;;;E'-' JT_;F}" S NE Overrtdtng Royalty; and that Seagram will forever warrant and defend the Net
o 94:5 I T f_~

R is‘ .;}& A Proﬁts Overriding Royalty unto Prudential, {18 Buccesaore and assigns,

'tc' .'.!"" i l‘.‘. E 4." e

3‘ ..‘_ rl'?"ér" ’ . . gainst the ¢laima of all poraons whomsoever fawfully claiming or to clajim

B :...'.{L Yoo Che same ar any part thereof.

FLAR At I o '

S E " i " Section 4,13, All the covcname and agreements of Prudential unq !
! ) 3 B - D —— v
A R4 P14 ; : .

}- :\']{ E;‘ ' Soagram herein contalned shall be deemed o be covenantg yunning with the _ '!
" ;.’I ,: “ Jand, Au the povisions hereo: phau Inure o the benefit of and be binding ' ‘;

PR ] f y ;

b :';' 1 , Pon the respectiye uuccessorq pnd asaigns of Prudential and Seagram, and f

R | ' .

-:-"Bi 'ii{ s ,u referonces herein to Pruduqqal or Seagram ghall !nclude their reapectlva l

TR : g . , i |

'5"<-’-':{""J ;‘- nuccesaon and pssigns, 'l‘ , . ' |
‘,:e, el T TI T T I T W l'

Bt - A L g/

'n " 'M :; v 03 =28 v . . i
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, N er'NESS WHBRBOF, the parttes heretq have caused this lnstru-
| ment ;o be duly executed on the dau: m xhe acknowledgments anuexad hereto,
m scveral coumerparts (one of which with all the property descr(p{iona
lncluded m Bxhlblt Als on tlle at the office of Joseph B, Seagram & Sons,
. [pc., om of whlch with au of aald proper;y descriptions is on flle at the
. L omce qt The Prudential lnsurance Company of America, one of which with .
SRS gu ot sgsd proper;y descrlp{lons is 10 be recorded In Lea County, New Mexico,
and one of whlch with al} of sald property descxiptlons is 10 be recorded in
Cochran Coun;y, Texas), eE}Ch of whlch coupterpar(s is an original and al] of
_ which are identical, except that, to tacLli;aLe recordation or filing In countjey
o other than those epeciﬂcally aforamentloned,l{mere are omjtted from certaln
- coupterpat;a ;hoae pmpcrty peacrlptloqa in Bxhiblt A which contaln specific
- deacr;ptions ot propeny 1ocated m recordlpg or tuing jurjedictions other N
than the jqrgsdlcuon in whlch ;he pamcular counterpan {6 ta be recorded,
ﬁaCh of ;he counterpaxta hereot 80 execu;eq shall for all purposes be deemed
" fa be an ortglnal and all ot such counterparrs ghal} ;ogether conpstjtute but

i

" pne and the same mszrument. B
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' Aaslstant Secre;ary rr;r-k N ik
R Th& address of THB PRUDBNTU\L, EXEN ; N "'.'.‘lﬂ'j"-'.-
.. ’ * [.NSURANCB COMPANY tn'\ RS s *', ‘._;:";.-;.:-
I R . Prudential Plaza {0, il o
i La3h. § 7 Newark, New jeraey {; o
i:.-' <df i. "- ." . ‘:‘. - y - ' e, '- . .
{ t }f : i i:‘ josBPH R, SBAGRA NS, INC,
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