2.3 Merigager a that 1t wiotigusu: lanis
quired to perform or take, or to pay any money which her2under Morigagoi 15 : =
Name, Or its own rame. mav. but shall not be obligated to perform or cause to be perlormed, such aCt Or tame sUCH sciie.. -
Pay such money and any expenses so incurred by the Mortgagee and any money so paid by the Mortgage= shail be a demz-d
otligation owing by Morizagor, and shall bear interest from the dale of making such payment unti} paid, at the sarme rate 23
provided in the Nate(s) for interest on past-due principal and shall be a p of the secured indebtedness and snall be
secured by this Moartgags and by any other instrument securing the secured indebtedress and the Mortgagee, ugon maang
stch payment, shall be subrogated to all of the rights of the person, corparation or bedy palitic receiving such paymen:

ARTICLE IIl — ASSIGNMENT OF PRODUCTION, ACCOUNTS,
CONTRACT RIGHTS AND PROCEEDS

311 Fer the purpose of additionally securing the payment of all secured indebtedneey 3nd to ! tate the discharge of
all such indebtedness and as cumuiative of any and all rights herein provided for, Morigsgor hereby warrants bargairs, cen
veys, sells, transfers, assigns, sets over and delivers unto Mortgagee, its successors anc assigns, all oil, gas, casinghesc 23
and other hydrocarbons preduced from or allocated to the mortgaged property which accrue alter the ,,_l:'_‘__dxy c!

September L1992 . 8t 7:00 o'clock a. m to Mortgagor's interest in said proper and all proceeds
of and all accounts and contrace rignts of Mortgagor under which such procesds may arise. all such aceounts and ca
rights and proceeds being hereinalter referred (o as the “proceeds of runs”; and Morizagor Girects and instructs a
puschasers of ail, gas casinghead gas and other hydrocartons produced or to be produced from or allocated to ¢
83ged properties to pay directly to the Mort 13’9 all of the proceeds of runs accruing to Mortgazor's interest
turc ws such purchnsers hawe been furnished with evidence that all sccured indebiedness has beon pard wnd

liens evidenced hervby have been relessed; and the Mortgagor suthorizes the Mortzagee to receive and coll

money durived (rom the proceeds of runs assixned hereunder and no purchaser cf tae preduction attributed 3 .

83ged prozerty shall have any respnns:b-lnr for the application of any funds paid to the Mortgagee The receist of Mar:-
1

8a¢=e fcr monies so paid to it shall be a full and ccmplete release, discharge and acgquitian to any such pipe line
Pany or other purchaser to the extent of all sums so paid. This instrument shall be and constitute full and com;f' a
to or for any purchasers of any of the oil, gas. casinghead gas and other hydrocartons produced f{ram or allocated
mortgaged properties, or any other person liable therefor. to make Payment tc the Morigagee, Its successors or assigns,
Mortgagor's proportionate per: of lgc proceeds of runs. The office whiere the records of Mortgagor with respect to i
esunts and contract rignts concerning the mort ged property sre kept {s Jccated at the address » 0wn opposite the sigaature
of Morigagor to this morigage, and Mortgagor agrees that !‘Q place where such records are kept will not be caanged
without the prior consent of Mortgagee

3.2 Independent of the foregoing provisions and authorities herein granted, Mortgagor agrees to execute and deliver any
and all transfer orders, division orders and other instruments that may be requested by the Mortzages or that mav be re-
quired by any purchaser of the production from any of the mortgaged properties or alfocated thereto for the purpcse of
effectuating the payment of the proceeds of the runs to the Mortgagee. If, under any existing sales agreements. other than
division orders or transfer orders, any proceeds of runs are required to be paid by the purchaser to Morlgagor, so that under
such existing agreement payment cannot be made of such proceeds to the Mortgagee, Mortgagor's interest in all proceeds of
runs under such sales agreements and all other proceeds of runs which, for any reason, mav be peid to Mortgagor shall, when
received by Mor:gagor, constitute trust funds in Mcrtgager's hands and shall immedias ly be paid over to the Morigagea

3.3 Should any person now or hereafter purchasing or taking oil, gas, casinghead gas and other hydrocarbons atiributed
o the mortgaged properties, or allocated thereto, fail to make payment romptly to the Mortgagee of the hereby assigned pro-
ceeds of runs, the Mortgagee shall have the right to make or require ortgagor to make s change of connection and t-e right
to designate or approve the purchaser with whose facilities a new connection shall be made, without liability or reszonsi-
bility in cannection therewith so long as ordinary care is used in making such designations, and Mortgagor agrees to cay to
the Mortgagee, on demand in writi therefor from the Mortgagee, the armount of any proceeds of runs not promptly paid
to the Morigagee by any person havirg responsibility therefor,

34 The Mortgagee and its successors and assigns are hereby absolved from any liability for failure to enforce collection
of proceeds of runs and all other responsibility in connection therewith, except the responsibility to account to Mortgager for
funds actuslly received. Should the Mortgagee, in its sole discretion, elect to -1 it the proceeds of runs (o be paid 1n whole
or in part to the Monp’or, Mortgagor, nonetheless, directs and instructs any purchasers of oil, g23. casinghead gas and other
hydrocarbons preduced from nr allocated to the mortgaged properties to rmail all checks in full pPayment therefo:
Mor:gagor in care of
writzen request of the Mortgagee, and to continue to Make payments in the abave stated manner until otheraise

rigages. The payment of the proceeds of runs as aforesaid, or the release to the Mortzagor of any of

Cce ns which would otherwise be applicable hereunder to the incdedtadness shall not affecs o= impair

Mor:gagee s right thereafter to retain in tull all such payments or in anywise impair or affect the lien of i=i5 — gage
ind the priority ereaf or anv of Mortgagee's rigats hereunder or the amcunt of indebtedress secured here

3% Mortgagor a s to tndemnify and hold harmless the Mortgagee, its successors and assigna, against any arz
liabilities, actions, cla:ms, judgments, costs, charges and attorney’s fees by reason of the axseriion that (1 recerse=
Before or afier the pavment in fuil of the secured indebtedness, funds from the production of ol Kas, casinghead
cther hvdrocartons claimed by third persons, and Mortgagee shall have the right to defend agains
actions, employing atoraeys of its selection, and if not furnished with indemnity satisfactory to it the Mortgag
the right to compromise and adjust any such claims, actions and judgments, and in acdition to the right to e indsma

in provided, all amounts paid by the Mortgagee in compromise, satisfaction or discharge of any such claj ace

it and all cour: costs, atlornev’s fees and other expenses of every characier incireed by Mortgagee pursuan
Provisicns of this seciion shall be 2 demand obligaticn owing by Mor:gagor and shall bear interest from date of exs
until 2aid at the same rate as is provided in the note(s) for interest on past due pr ipal. and shall be par: of
indebtedness and snall be secured by this mortgage and by any other instrument securing the cocured indebn

17 Nothing herein contained shall detract from or limit the absolute obligation of Mortgagsr to make prompt ravment
of all principal and interest owing on the note and all other secured indebtedness when and as the same becorne gard-
less of whether the proceeds of runs herein assigned 3re sufficient to pay the same, and the - shall
be cumulative of all other security of any and every character now or hereafter existing 1o sccure the payme: ! the
mortgage and u4ll other secured indebtedness.

ARTICLE IV — WAIVER AND PARTIAL RELZAST

41 The Mortgages may at any time and from time to time in writing (a) waive camegliance of Mertgagor aita
covenant heretn made by Mortgager to the extent and in the manner specified in such writing; and (b) consent
agor doing any act wnich hereunder Mortgagor is prohibited from doing, or ta Merizagor f{ailing to do any a
~Mortgagor nescunder is required to do to the extent and in the manner specified in such writing. No such act srall
way imgair the rights of the Mortgagee hereunder, except to the extent specifically agre=d to by Mortgage= in sucs wry

42 The lien and cther security rights of the Mortgagee hereunder snall not be impaired by any indulgence,
but not limited to (a) any r newlr. extension or modification which the Mortgagee may grant with respect to a
i [ (2) an¥ surzender, compromise, release, renewal, extension, exchange or substi : , agee

3 respect of any item of the mortgaged properties or any par: thereof. or interest ther=in, or any of t-e pro-

ceeds of runs, and (c! any release or indulgence grant to any endarser, guarantor or surety of any secured indested-ess

ARTICLE V — POSSESSION UNTIL DEFAULT. DFFEas

Unless a default specitied in Section 8.1 hereof shall occur and te continuin Mertzagor shall retain
sion o: ‘he mortgaged progertics, except the proceeds of runs as provided cer A fe Il acove. and sn
operate. develop and use ine same and every part thereof; subject, however, to the terms and provisions of ¢

ARTICLE VI — REMEDIES IN EVENT OF DEFAULT

6.1 The torm “default” as used in this Mortgage shall mean the occ nce of ary of the following =vents

(a) The failur= of Martgagor to make due and punctual ayment of the note(s) or of any other secured inde=iedress
or of any installment of ncipal or interest or any par: of either, as the same shall become due and payabls

(2) The f{ailure of Mor:gagor to pay over to the Mortgagee within five ($) days after receipt of written cemand,
any proceeds {rum the sale of the oil, gas, casinghead gas or other hydrocarbons preduced, saved and sold from ar ai'scated
to the mortgaged proevities which are paid to Mortgagor rather than to Mortzage=e

(c} The failure of Mortgagor to timely and properly observe, keep or perform any covenant, agreement “arranty or
ccndition herein required to be observed, kept or performed:

(d) Mortgacor becomes insolvent or makes an assignment for benefit of creditors:

te) Institution of receiver proceedings against the Mortgagor or involving any of the mortgaged property
evexnt of the institution of any procevdings by or against the Mortgager under the Federal Bankruptes Act as pow
or hereafter umended;
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