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4 I O O FIHST CITY CENTER 
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DALLAS. TCXAS 7 3 2 0 1 - 4 6 1 8 
12141 9 6 9 - 2 8 0 0 

2 I O O FRANKLIN PLAZA 
III CONGRESS AVCNUC 
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Mineral Management Servie* 
1201 Elnrwood Park Blvd. 
Hew Orleans, Louieiana 70123-2394 
Attn, t MS 5421 

Ret OCS-G-5050 

Dear Madam or Sirs 

Enclosed please find a recorded copy of a nortagage previously 
f i l e d in Plaquemines Parish. The lease affected i s OCS-G-5050. 
Pleaso f i l e the docuaent with your office. I aa enclosing $25.00 
sm i s required. 

Please do not hesitate to contact ae i f you nave any question 
regarding this f i l i n g . 

Thank you for your attention to this request. 

very truly yours, 

Lori R. Verbeec . 
Legal Assistant 

Enclosures 

ect Doug Atnipp 

R E C E I V E D 

OCT 9 1990 

* * * * * Management Service 
UeriojAEiYimieasl 



THE STATE OF TEXAS S 
S 

COUNTY OP HARRIS S 

A C T or COLLAR 

RECORDS PARISH OF PLAQUEMINES 

AU6 i 7 19.qn 

IN M O B j j j rorro /̂tW 

DY CLERK OF COURT Q 

BE IT KNOWN, that on thia AaV^ day of August, 1990, 

BEFORE MB, the undersigned Notary Public, duly commissioned 
and qualified in and for the County and State aforesaid, and in the 
presence of the undersigned competent witnesses, 

PERSONALLY CAME AND APPEARED t 

SCHRODER OIL FINANCING & INVESTMENT COMPANY, INC., a Texas 
corporation i "Grantor"). represented herein by its undersigned 
officer, duly authorized by resolutions of its Board of Directors, 
a certified copy of which i s attached hereto as K«hihit A and 
hereby made a part hereof, 

who, being duly sworn, did declare and say that antor 
is justly and truly indebted unto any future holder or 
holders of the Mortgage Note (as hereinafter defined) in 
the principal sue of $3,000,000.00. TO evidence such 
indebtedness. Grantor has executed that certain 
collateral mortgage note (the •Mortoage Note"! of ev n 
date herewith, for the principal sum of $3,000,000.00, 
made payable to Bearer, due on deaand at the office of 
Texas Coaaerce Bank National Association, at 712 Main 

8 Stree , Houston, Harris County, Texas 77002, bearing 
Q 1'S interest at the rate of 12% per annua froa the date 
ui tZ B thereof until paid, and for attorneys' or collection fees 
> °2 S J an aaount equal to ten percent (10%) on the aaount due or 
— 11 sued for, or denied or sought to be preserved or 
ui cr* gj* enforced, which Mortgage Note (an unexecuted copy of 
O r- i Z which i s attached hereto as Exhibit B and hereby aade 
ui o — "2 part hereof), after having been paraphed "Ne Varietur" by 
or £ J ae, said Notary Public, for identification with this Act 

~ of Collateral Mortgage and Security Agreeaent 
(hereinafter referred to as this "Mortgage"). was 
delivered to Grantor, who hereby acknowledges receipt 
thereof. 

Grantor further declared that the Mortgage Note is given and 
this Mortgage is granted for the purpose of being used as 
collateral security by Grantor to secure any liability, 
indebtedness or obligation due any future holder or holders of the 
Mortgage Note, direct or contingent. The Mortgage Mote aay be 
issued and pledged by Grantor as its interests and convenience aay 
require to secure loans and advances aade or to be aade or to 
secure the debt of Grantor or of any third party. Upon payaent of 
said indebtedness, the Mortgage Note aay be returned to Grantor 



without extinguishment of the Nortgage herein granted, and may, at 
any tir? and as aany times thereafter as the interest of Grantor 
may require, be again reissued or re-pledged by Grantor as 
collateral security, and this Mortgage shall be and remain in f u l l 
force and effect to secure the Mortgage Note until the Mortgage 
Note has been canceled on i t s face. As used herein, the term 
•Mortaaqe Noteholder" shall mean any future holder or holders of 
the Mortgage Note, whether one or more. 

In case the Mortgage Note should be placed in the hands of an 
attorney-at-law, to institute legal proceedings to recover the 
amount thereof or any part thereof, in principal or interest, or to 
protect the interests of the holder or holders thereof, or in case 
the saae should be placed in the hands of an attorney for 
collection, compromise, or other action. Grantor hereby binds 
itself to pay attorney's or collection fees equal to ten percent 
(10%) on the aaount due or sued for, or denied or sought to be 
protected, preserved or enforced. 

AND NOW, in order to secure the f u l l , due and punctual payaent 
of a l l indebtedness evidenced by the Mortgage Note, and/or any 
extension or renewal thereof, as well as a l l costs, taxes, 
assessments, charges, insurance premiums, compensation of a keeper, 
attorney's and collection fees, and other costs and indebtedness 
incurred and paid hereunder, and to secure the faithful observance 
and performance of a l l of the obligations, agreeaents, covenants, 
and stipulations contained herein and in the Mortgage Note, Grantor 
declares that i t does by these presents mortgage, affect, pledge, 
grant a security interest in and hypothecate unto the Mortgage 
Noteholder, whether the Mortgage Note be held by the Mortgage 
Noteholder as an original obligation or in pledge, the following 
rights, interests and properties: 

A. A l l ol Grantor's interest (which i s not less 
than the interest described in Bxhlblt C (the "Exhibit" \ 
attached hereto and hereby a part hereof), now owned or 
hereafter acquired, in and to the lands described in the 
Exhibit, which term shall include the lands described in 
the Exhibit, any lands, the description of which i s 
incorporated in the Exhibit by reference to another 
instrument or docuaent, and a l l lands now or hereafter 
unitized or pooled vith the lands described in the 
Exhibit or which are incorporated in the Exhibit by 
reference! 

B. A l l of Grantor's interest (which i s not less 
than the percentage interest described in the Exhibit), 
now owned or hereafter acquired, with respect to the o i l 
and gas leases, the o i l , gas and mineral leases, the fee, 
mineral, working, overriding royalty, royalty and other 



interests described in the Exhibit or (whether or not 
described i n the Exhibit) related to any of the lands 
described i n the Exhibit or any such leases or interests 
as the saski may be enlarged by the discharge of any 
payments out of production or by the removal of any 
charges or encumbrances to which any of said roperties, 
rights, t i t l e s , interests and estates are subject, or 
otherwise; 

C. A l l of Grantor's rights, now owned or hereafter 
acquired, with respect to a l l operating, unitization and 
pooling agreeaents and orders, now or hereafter existing, 
and the properties covered and the units created thereby 
(including a l l units formed under orders, regulations, 
rules or other offi c i a l acts of any federal, state or 
other governmental agency having jurisdiction) which are 
described i n the Exhibit or (whether or not described in 
the Exhibit) which relate to any of the properties, 
interest or lands described in the Exhibit; 

D. A l l of Grantor's rights, now or hereafter 
acquired, with respsct to a l l o i l , gas, casinghead gas 
and other liquid or gaseous hydrocarbons ("Hydrocarbons") 
and other ainerals which are in, under, upon, produced or 
to be produced from the lands described in the Exhibit or 
which are incorporated in the Exhibit by reference; 

E. A l l of Grantor's rights, now or hereafter 
existing, under a l l contracts now in effect or hereafter 
entered into by Grantor, or any of Grantor's predecessors 
in interest, or by any other person to the extent that 
Grantor has any right or interest thereto or thereunder, 
for the sale, purchase, transportation, exchange or 
processing of Hydrocarbons and other minerals produced 
froa the lands described in the Exhibit or the leases, 
interests or properties described in the Exhibit; 

P. A l l of Grantor's rights, now or hereafter 
existing or acquired, with respect to a l l subleases, 
faraout agreeaents, assignments of interest, assignments 
of operating rights, contracts, operating agreeaents, 
rights-of-way, franchises, privileges, permits, licenses, 
easements, tenements, hereditaments, appurtenances and 
benefits now existing or in the future obtained and 
incident and appurtenant to any of the foreqoing; 

G. A l l of Grantor's rights, now owned or hereafter 
acquired, in and to a i l lease records, well records and 
production records which relate to any of the foregoing 
properties; 
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H. A l l of Grantor's r i g h t s , now or hereafter 
acquired, i n and to a l l the personal property, machinery 
(surface and subsurface), equipment, f a c i l i t i e s and other 
property of whatsoever kind or natvre, including 
corporeal movables (excluding d r i l l i n g r i g s , d r i l l pipe, 
tanks, mud pumps, trucks, automotive equipment or other 
property taken to the premises to d r i l l a well or for 
other similar temporary purposes) now or hereafter 
located on or under any of the lands described i n the 
Exhibit, or on a u n i t including a l l or a part of such 
lands, and dedicated to the use and exp l o i t a t i o n of the 
mineral r i g h t s a f f e c t i n g such lands, including, but not 
by way of l i m i t a t i o n , a l l o i l wells, gas wells, water 
wells, i n j e c t i o n wells, casing, tubing rods, pumping 
units and engines, Christmas trees, derricks, separators, 
gun barrels, flow l i n e s , tanks, gas systems ( f o r 
t r e a t i n g , disposal or i n j e c t i o n ) , pipe, pipelines, 
b o i l e r s , compressors, connections, power plants, poles, 
l i n e s , transformers, s t a r t e r s , c o n t r o l l e r s , machine 
shops, t o o l s , storage yards and equipment stored therein, 
buildings and camps, telephone, telegraph and other 
communications systems, roads, loading racks and shipping 
f a c i l i t i e s , together with a l l improvements, betterments 
and additions thereto and replacements thereof; and 

I . A l l other r i g h t s , t i t l e s and interests of 
Grantor (whether now owned or hereafter acquired by 
operation of law or otherwise) i n , to and under or 
derived from the lands, leases and properties described 
i n the Exhibit, even though the Grantor's interest 
therein may be inc o r r e c t l y or i n s u f f i c i e n t l y described or 
referred to i n the Exhibit; 

together with any and a l l corrections and amendments to, and 
renewals, extensions and ratifications of, any of the foregoing or 
of any instrument related thereto and a l l other things of value 
incident thereto which Grantor might at any tin.e have been or may 
hereafter become entitled to; and a l l proceeds and products of any 
of the foregoing, each as the same may now or hereafter exist. A l l 
of the aforedeacribed properties, interests and rights, subject as 
aforesaid, are hereinafter sometimes referred to as the "Mortgaged 
Properties". 

SUBJECT, HOWEVER, to the overriding r o y a l t i e s , unit 
declarations, operating agreements, contracts, encumbrances, 
agreements, r e s t r i c t i o n s , exceptions, reservations, lim i t a t i o n s and 
other matters, i f any, described or referred to i n the Exhibit. 
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ASSIGNMENT AMD PLKPSB OF. AMD GRAM? OF 
SECURITY ITRRRST IM PRODUCTION 

For tho purpose of additionally securing paynent of the 
indebtedness evidenced by the Mortgage Notu and/or any extension or 
renewal thereof, as well as a l l costs, taxes, assessments, charges, 
attorney's and collections fees, and other costs and indebtedness 
incurred and paid neraunder, and independent but cumulative of any 
and a l l other rights and remedies herein provided for, Grantor 
hereby GRANTS A SECURITY INTEREST IN, and PLEDGES, ASSIGNS, 
TRANSFERS, SETS OVER and DELIVERS unto the Mortgage Noteholder a l l 
of the followings 

(a) A l l Hydrocarbons and the proceeds therefroa, 
produced and to be produced from the Mortgaged Properties 
from and after 7:00 a.m.. New Orleans tiae, on 
August , 1990; 

(b) A l l accounts and proceeds payable to or to 
be-ouio payable to Grantor cr to which Grantor i s and 
becomes entitled to under a l l gas sales contracts, a l l 
o i l , d i s t i l l a t e or condensate sales contracts, a l l gas 
transportation contracts and a l l gas processing contracts 
relating to or now or hereafter to become a part of the 
Mortgaged Properties; and 

(c) A l l amounts, SUBS, revenues and income payable 
to or to become payable to Grantor from any of the 
Mortgaged Properties (including after-acquired 
properties) or under any ontract, present or future, 
relating to any pipeline /stem or processing plant or 
unit now or here* fter constituting a part of the 
Mortgaged Properties. 

Provided, however. Mortgage Noteholder hereby agrees to permit 
Grantor to receive and collect a l l amounts, sums, revenues and 
incoae attributable to the Mortgaged Properties until the 
occurrence of an Event of Default aa defined in that certain Loan 
Agreemunt between Grantor and Texas Commerce Bank National 
Association. 

Grantor hereby authorises and empowers the Mortgage Noteholder 
to deaand, collect, receive, receipt for, and hold a l l of the 
production and proceeds thereof described above and to execute and 
deliver, in the naae of Grantor or in i t s own name, and release, 
receipt, division order, payaent order, transfer order, 
relinquishments or other instrument that may be required c 
advisable in the opinion of the Mortgage Noteholder to collect and 
receive such production or the proceeds therefrom. Grantor agrees 
that such releases, receipts, division orders, payaent orders, 



transfer orders, r a l inquishments and other instruments which the 
Mortgage Noteholder may from time to time execute and deliver for 
the purpose of collecting or receipting for such production or the 
proceeds therefrom may be relied upon in a l l respects and shall be 
binding upon Grantor and Grantor's receivers, trustees, successors 
and assigns. No party making payment shall have any responsibility 
to see to the application of any funds paid to the Nortgage 
Noteholder, but nay such party shal l be ful ly protected in making 
auch payment to the Mortgage Noteholder under the pledge and 
assignment herein contained. Should the Mortgage Noteholder bring 
su i t against any such third party for collection of any amou its or 
sums included within this pledge, assignment and grant of a 
security interest (and the Mortgage Noteholder shal l have the right 
to bring such su i t ) i t may sue either in i ts own name or in the 
name of Grantor. 

Grantor hereby authorises and directs a l l pipeline companies, 
gathering companies and other purchasing or receiving Hydrocarbons 
from the Mortgaged Properties or having in possession any such 
production or the proceeds therefrom to pay and deliver the same to 
the Mortgage Noteholder upon receipt of a notice from the 
Noteholder that an Event of Default has occurred and without 
further notice from Grant or or Noteholder such payments shal l be 
made as follows i 

Texas Commerce Bank National Association 
P. 0. Box 2558 
Houston, Texas 77252 
Attentions Land and Discount Division 

end such authorisation shall continue until this Mortgage is 
released of record. 

Independent of the foregoing provisions and authorities herein 
granted, Grantor agrees to execute and deliver any and a l l 
instruments, including, but not limited to, transfer, payment and 
division orders, which may be requested by the Mortgage Noteholder 
or which may be required by any purchaser of production from any of 
the Mortgaged Properties and to furnish to the Mortgage Noteholder 
a l l such inforaation (including but not limited to information as 
to the ownership of other parties), in connection with the receipt 
by the Mortgage Noteholder of such production or the proceeds 
therefroa. 

Upon Noteholder's exercise of its rights to receive the 
proceeds of production hereunder, should any person now or 
hereafter purchasing or taking Hydrocarbons attributable to the 
Mortgaged Properties fail to make payaent proaptly to the Mortgage 
Noteholder of the proceeds of production hereby encumbered, the 
Nortgage Note holder shall have the right to make, or to require 
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Grantor to make, a change in connection and the right to designate 
or approve the purchaser vrith whose f a c i l i t i e s the new connection 
sh a l l be made, without l i a b i l i t y or responsibility in connection 
therewith, so long as ordinary care i s used in making such 
designation, and Grantor agrees to pay to the Mortgage Noteholder 
the amount of any proceeds of production attributable to the 
Mortgaged Properties not promptly paid to the Mortgage Noteholder 
by any person having responsibility for payment thereof; provided, 
however, the Mortgage Noteholder shall not have the right to change 
the connection or purchaser i f doing so w i l l cause Grantor to be in 
breach of i t s obligations to a purchaser. 

I f , prior to the f u l l payment of the indebtedness evidenced by 
the Mortgage Note, a l l or part of the Mortgaged Properties are 
taken for public or quasi-public purposes, either through eminent 
domain or condemnation proceedings or otherwise, i t i s expressly 
agreed that any and a l l sums of money awarded or allowed as damages 
or otherwise to Grantor on account of such taking shall be 
delivered to the Mortgage Noteholder, and the same are hereby 
assigned and shall be paid directly to the Mortgage Noteholder and 
applied as a credit on such indebtedness in such manner as the 
Mortgaqe Noteholder shall elect, any excess to be rendered to 
Grantor. 

Upon the failure of Grantor to pay the Mortgage Note when 
demanded by the Mortgage Noteholder, a l l indebtedness secured 
hereby, in i t s entirety, shall be immediately due and payable, and 
the mortgage, pledge and security interest evidenced hereby shall 
be subject to foreclosure in any manner provided for herein or 
provided for by law. Furthermore, the Hydrocarbons and proceeds 
thereof encumbered hereby shall thereafter be applied by the 
Mortgage Noteholder until the Mortgage Note and a l l other 
indebtedness of Grantor to the Mortgage Noteholder i s paid in f u l l . 
Grantor, for i t s e l f , i t s successors and assigns, does by these 
presents agree and stipulate that i t shall be lawful for, and 
Grantor hereby authorises the Mortgage Noteholder to cause a l l and 
singular the Mortgaged Properties to be seized and sold by 
executory process or other legal process, without appraisement, 
either in i t s entirety or in lots or parcels, as the Mortgage 
noteholder may determine, to the highest bidder for cash or on such 
terms and the Mortgage Noteholder in such proceedings may direct; 
and Grantor, for its e l f and i t s successors and assigns, hereby 
c*rknowledgea the obligations secured hereby, whether now existing 
or to arise hereafter, and hereby confesses judgment thereon i f the 
obligstions are not paid at maturity. To the extent allowed by 
law, Grantor hereby waivest (a) the benefit of appraisement as 
provided in Articles 2332, 2336, 2723 and 2724 of the Louisiana 
Code of C i v i l Procedure, and a l l other laws conferring the same; 
(b) tho demand and three days delay accorded by Articles 2639 and 
2721 of the Louisians Code of C i v i l Procedure; (c) the notice of 



seizure required by Articles 229* and 2721 of the Louisians Code of 
Civ i l Procedure; (d) the three days delay provided Artic les 2331 
and 2722 of the Louisiana Code of C i v i l Procedure; (e) the benefit 
of the other provisions of Art ic les 2331, 2722 and 2723 of the 
Louisiana Code of C i v i l Procedure and (f) any other art ic les not 
specifically mentioned a bo-re. 

Al l remedies herein expressly provided for are cumulative of 
any and a l l other remedies now existing at law, and the Hortgage 
Noteholder s h a l l , in addition to the remedies herein provided, be 
entitled to a v a i l i t se l f of a l l such other remedies as may now or 
hereafter exist at law for the collection of said indebtedness, the 
enforcement of the covenants herein, and the foreclosure of the 
mortgage, pledge and grant of a security interest evidenced hereby; 
the resort to any remedy provided for hereunder, or provided for by 
law shall not prevent the concurrent or subsequent employment of 
any other appropriate remedy or remedies. Grantor expressly 
authorises and agrees that the Hortgage Noteholder sha l l have the 
right to appoi. t a keeper of the Mortgaged Properties pursuant to 
the terms and provisions of La. R.S . 9:5131 et seq. 

The Hortgage Noteholder may resort to any security given by 
this Hortgage or to any other security now existing or hereafter 
given to secure the payment of the indebtedness secured hereby, in 
whole or in pert , and in such portions and in such order as ray 
seem best to the Mortgage Noteholder, in i ts sole and uncontrolled 
discretion, and any such action sha l l not in anywise be considered 
as a waiver of any of the rights, benefits or l iens evidenced by 
this Hortgage. 

This Hortgage shall in a l l respects be construed under the 
laws of the State of Louisiana, including but not limited to La . 
R.S. 31:197 e_£ O f l . and La . R.S . 10:9-101 a£ seq. as (a) a 
mortgage, hypothecation, pledge and confession of judgment by 
Grantor in favor of the Hortgage Noteholder, and (b) as a pledge 
and assignment of and grant of a security interest i n , production 
in favor of the Hortgage Noteholder, to secure the payment of the 
principal and interest of the Hortgage Note and also to secure a l l 
attorney's fees, costs, charges, and the performance of a l l 
obligations of Grantor contained nerein and in the Hortgage Note. 

The parties hereby waive the production of any mortgage, 
conveyance, and tax cert if icates and agree to hold the undersigned 
Notary harmless in the premises. 

The terms, provisions, covenants, and conditions hereof shal l 
be binding upon Grantor, i t s successors and assigns, and shal l 
inure to the benefit of the Hortgage Noteholder, whether or not 
expressly provided for herein. 
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The Mortgage Note, after having been paraphed Ne Varietur" by 
me, Notary, to identify ".he sane with thie Mortgage has been 
delivered to Intervenor who, on behalf of the Mortgage Noteholder, 
accepts this Mortgage. 

THUS DONE AND PASSED in Houston, Harris County, Texas, on the 
date f i r s t above written, in multiple originals, in my presence and 
in the presence of the undersigned competent witnesses, who have 
hereunto signed their nanes with the said Appearers and ne. Notary. 

ATTEST: SCHRODER OIL FINANCING & 
INVESTMENT COMPANT, INC. 
a Texas corporation 

^n^B^a^^^J^d^nt 

WITNESSES TO ALL SIGNATUREt 

Exhibit A - Secretary's Cert i f icate 
Exhibit B- Collateral Mortgage Note 
Exhibit C - Property Descriptions 



EXHIBIT A 

Secretary's Cartificate 



Collateral Mortgage 
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EXHIBIT C 

Property Description*.' 

ii\coBnto\»*«wenAcs«w.9ak 
S1255.0004 
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CERTIFICATE QP QQ jm^ «TP RESOLUTIONS 

I , the undersigned, hereby cer t i fy to the beiow • •-u»&erf bank 
that I aa Secretary of .'Schroder Oil Financing fc investment Company, 
Inc . (the •Corporation"), a corporation duly organised and existing 
undtr the laws of the State of Texaa i that th i .'allowing i s a true 
ana correct copy of resolutions duly fjopted by thc <k>ard of 
Directors of the Corporation by appropri; te consent or the Bc trd of 
Directors of tl > Corporation, and that . uch resolutions have aot 
b».en rescinded or modified and are in f u l l force a^d effects 

1. RESOLVED, that each of the off icons of the 
Corporation as l i s t ed bslow be and the same c—i hereby 
authorised and empowered on benalf of the Corporation to 
borrow money from Texas Commerce Ban/ maticnal 
Association (-Bank") in any amount as such off icers deem 
appropriate, including, without limitation, S3,000,000, 
and to make, execute and deliver promissory notes, 
drafts, bonds or other written obligations of the 
Corporation, in such form, date and maturity and at sue a 
rate of interest , a l l as such of f ic . or officert. sf tho 
Corporstion eay approve, and the Secretary or any 
Assistant Secretary is authorised to af f ix the corporate 
seal to .iny such instrument whenever necessary or 
required, and the execution and delivery by such of f i cer 
or officers of such instrument or instruments sha l l be 
conclusive evidence that such off icer or of f icers 
approves or approve the term of such *trumentsi 

Title Signature 

Mary Jon Bryan President 

J . P. Bryan v*ic3-P*->o. dent 
Atr.i«' \r.c Secretary _ 

Mary S. Stewart Secretary/ \ *.vffi* _\ 
Treasurer " ^ ^ T 

2. IT IS FURTHER RESOLVED, that said oic leer or 
officers are hereby authcviz.id in the nam* of the 
Corporation to execute security agreements, financing 
statements, de^ln of errat, acts of collateral mortgage, 
pledges »*«tr.i tents of production, acts of plet'ge of 
c c l lateral mor?'.«£« note, a col lateral mortgage note and 
any and a l l other security agreements, including 
particularly, without limitation, those documents 
present ad to th i s Board of directors, to pledge as 
security for the payment of any such loan or loans, or 
extensions of credit , and any extensions and renewals 
thereof, such assets of the Corporation as may be agreed 



upon between such officer or officers a th3 Corporstion 
snd Bank on behalf of the Corporation, and in its name, 
such officer or officer:J are hereby author .sad to renew 
or extend any loan or loans from time to time, and to 
execute and deliver such promissory notes, drafts, bonds, 
or other obligations of the Corporation -h-srefor, or 
endorse nuch extension or extensions to a iy notes 
theretofore given. 

3. 17 IS FURTHER RESOLVED, that- a l l documents 
authorised to signed by this resolution shall be in 
such form and contain such 'eras and conditions as the 
foregoing officer or officers deem necessary or 
appropriate, including, wil icut limitation, conr,ssiorr 
of judgment, pacts de rtn -Uendando, waivers of 
•ppr^lsement, waivers of n tice and delay, consents to 
executory process and other Louisiana security devices, 
and bearing upon, particularly, without limitation, 
mineral royalties, overriding royalties and other mineral 
rights held or acquired by the Corporation affecting 
lands and properties situated fn Plaquemines and Iberia 
Parishes, Louisiana, herewith described in that certain 
Act of Collateral Mortgage and Security Agreement 
presented to this Board of Directors. 

4. IT IS !'URTHEV. RESCLVXD, that the authority 
hereinabove given to taid officer and officers shall be 
unlimited with respect to ~*cr of the transactions 
referred to in the foregoing resolutions md shall remain 
irrevocable insofar as Bank i.s cc a-remed unless nnd until 
Bank shall be not. f ied of ti e revocation, reduction, 
restriction cr lla'i«tion of such authority and shall 
acknowledge receipt of nuch r..'eification in writing; and 
aiso, that the Secretary or Assistant S K:retary of the 
Corporation is authorised under the seal of the 
Corporation to certify to Bank the adoption of these 
resolutions. 

written notice of their amendment or rescission shall 
havi been received by Bank, and that receipt of said 
notice shall not affect any actio i taken Ly B*tk prior 
thereto. 

6. IT IS FURTHER LVED, that without limitation 
of any of the fo-.emjing, t.;\is resolution applies to al l 
matters relating to or in any way connects with the 
consumnation ol that cert in loan transaction as 
evidenced by the drafca of the following documents vhlch 
have; been presented to the Board of Directors, to witt 
(a) Loan Agreement dated August 10, 1990 by snd among the 

re.tol'itions shall 
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C)rporation and Bank (the "Loan Agreement") / and (b) 
hcte. Deed of Trust, Financing Statements, Louisiana 
Collateral Documents and other Loan Dc-.umer.ts, a i l as 
defined in the Loan Agreement. 

INCUMBENCY 

X, the undersigned, further certify that the oftxcar or 
officers liAted above have been duly elected to the otfice set 
opposite their respective names, that they continue to hcu-. such 
offices it the present time, and that the »><v.aturea appearing 
hereon ax«a the genuine original signatures of s^ch, respectively. 

IN WITNESS WHEREOF, I have executed this Certificate, this 
/ J H ^ day of August, 1.190. 

suss.ooo* 
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STATS Ok i*2XAS 

COUNTY OF HARRIS 

BEFORE ME, the undersigne* Notary Public and tha undarsigned 

competent witnesses, persons J ly ~:aiae and appeared (*\t\f\j JSB%S»SI> 

Secretary of Schroder Oil Fiana cf *\g & investm&nt Coapsny, I n c . , 

who did acknowledge and declare that ths foregciig cert i f icat ion is 

in a l l respects true and correct. 

THUS DONE AMD PASSED in ay of f ice if. Hour ton, Harris County, 

Texa*, before ao, the undersigned competent witnesses this / A l H ^ 

day of August, 1990. 

WITNESSES! 

NOTARY PUBLIC 

m i u i i i u i i n u j 

corp\ xfc\«e*to*K\f- - UTAAI. 



mimwmwmm y mmi a s 
$3,000,000.00 

COLLATERAL MORTGAGE MOTE 

HOUSTON, TEXAS August 1990 

POR VALUE RECEIVED, on demand. SCHRODER OIL FINANCING & INVESTMENT COMPANY, 
INC, • exas corporanon, whose mailing address is 1221 Lamar, Suite 1600, Houston, Texas 77010, 
and who is represented by io President, Mary Jon Bryan, promises to pay to tba order of Bearer at 
tha main offices of Taxaa Commerce Bank National Association, a national banking aasocisrton, 712 
Main Street, Houston, Harris County, Texas 77002, tha prindpal sum of THREE MILLION AND 
NO/100 DOLLARS ($3,000,000), with (merest thereon at the rate ' eighteen pert at 112%) per 
mmTMB from data until paid. 

In eaaa thia Note should ba placed in tha hands of an auantcy aftn Itt maturity, to institute 
legal proceedings to recover tha amount tharoof, or any part thereof, in prindpal or interest, or to 
protect the interests of tte holder or holdara thereof, or in caaa tha same ahould ba placed in tha 
hands of an attomey for collection, compromise or other action, me Maker hereof hereby binds itself 
to pay to tha owner and holder of this Nota armueya* or coUoction taaa aqual to tan percent (1 OH) 
on the amount due or sued tor, or denied or sought to ba protected, pteeamd or • 

Tha maker of this Nota and any endorsers, guarantors and sureties hereon severally waive 
tor payment, demand, notice of nottpavmeut, protest and aD psoas of division smi 

discussion, and agree that the time of payment hereof may be extended from time to time, one or 
mora times, without notice of such extension or smBmmml aad without piavsom consent, hereby 
promises, for the payment hereof in principal, interest, costs and attorney's feee. No daisy on the part 
of tha holder hereof in exercising any rights hereunder ihall operate aa a waiver of auch rights. 

Thb Collateral Mortgage Non shall be deemed to ba made radar and ahaU ba governsd by, 
and shall be construed according to the intemal laws of rhe State rf Louisiana without giving effect 
to the choice of law rulea. 

ATTEST: SCHRODER OtL FINANCING a 
INVESTMENT COMPANY. WC 

Secretary Br: 
Mary Jon Bryan, Praaldant 

NE VARIETUR 

for idcnnfieation with aa Act of Pledge of Collateral 
Note and Act of foUateal Mortgage and Security 

before mr at Houaton, Harris County, Tan 
on this dayof August, 1990. 

NOTARY PUBLIC IN AND POR 
THE STATE OF TEXAS 

My '"a*1* mission 



ATTACHED TO AHD FORMING A PART OF THB 
ACT OF COLLATERAL NORTGAGE AND SECURITY AGREENENT 

DATED August /3 . 1990 
FRON 

SCHRODER OIL FINANCING ft INVESTMENT COMPANY, INC., AS GRANTOR 
TO 

TEXAS CONMERCE BANK NATIONAL ASSOCIATION, INTERVENOR 
PART I 
"FIlnHBTiI 

This Exhibit e contains this Preamble and thm specific 
description of those "Subiect Leases" and •Subject Intereata" 
conprising a portion of the "Mortgaged Properties" as those terms 
are defined in the Act of Collateral Mortgage, Mortgage, Collateral 
Chattel Mortgage, Pledge and Assignment of Production, (the 
"Mortgage") to which this Exhibit e is attached. 

1. Diviaiona. This Exhibit c may be composed of several 
divisions and subdivisions — at least ono for oach stato and 
county or perish in each stato ln which any part of tho Mortgaged 
Property i s located. In those instances where a particular o i l , 
gas and mineral lease included among tho Mortgaged Propert ies are 
located in more than ono county/parish, tho division hereof 
containing tho description of such oi l , gaa and mineral lesse will 
generally include the relevant portion of each of the 
counties/parishes in which any part of such o i l , gas and mineral 
lease is located. Counties or Parishes containing portions of such 
multi-county perish leases may therefore be covered by more than 
one division of this Exhibit c. Each subdivision is in turn 
composed of further subdivisions — each one covering ono or more 
of tho o i l , gas and mineral leases included among tho Mortgaged 
Properties. 

2. Counterparta. The Mortgage may be executed in multiple 
counterparts, each of which is deemed to be an original for a l l 
purposes although a l l such executed copies shall evidence and 
constitute ono and the same Mortgage} provided that i t shall never 
be necessary for Mortgage Noteholder to produce more than ono fully 
executed counterpart with a l l divisions to prove the existence of 
all such counterparts. The counterpart recorded ln a particular 
county or parish may have attached to i t only tho division or 
subdivisions of this s;»thie»it r that contain descriptions of 
Mortgsged Properties located in such county or parish, whenever a 
recorded counterpart of tho Mortgage contains less than a l l of tho 
divisions, the descriptions contained in the omitted divisions are 
hereby incorporated into said recorded counterpart by reference. 

3. Definitions. For a l l purposes of this Exhibit C. unless 
the context otherwise requires, the hereinafter identified terms 
have tho following mornings r 
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(a) Mat Rivtnut i n f f t Mans ( i ) with rsspsct to 
s Unit for which s Nst Rsvsnus Intsrsst i s ststsd, that 
intsrsst in ths applicable Hydrocarbons (as defined in 
the Mortgage) produced, saved and sold from such utilized 
area which i s afforded to Grsntor by virtue of i t s 
ownership of ths Leases included in whole or in part in 
such area after deducting a i l burdens against the 
production therefroa, and (11) with respect to a Nell for 
which a Net Revenue Interest i s ststsd, that interest in 
the applicable hydrocarbons produced, saved and sold froa 
the Nell which is afforded to Grantor by virtue of i t s 
ownership of the Lesse (hereinafter defined) on which 
such Well i s located after deducting a l l burdens against 
the production therefroa. 

(b) working i n f means (1) with respect to a 
Unit for which a Working Interest i s stated. Grantor's 
share of the costs of operations conducted thereon, and 
( i i ) with reapect to a Well for which a Working Interest 
is stated. Grantor's share of costs of the operation 
thereof. 

(c) Overriding Royalty Intereat aeans ( i ) with 
respect to a Unit for which an Overriding Royalty 
Interest i s stated, that interest in the applicable 
Hydrocarbons (as defined in the Mortgage) produced, 
saved, and sold froa such unitized araa which i s afforded 
to Grantor by virtue of i t s ownership of such expense-
free interest in the Leases included in whole or in part 
in such area after deducting landowner royalties and any 
other burdens to which such intsrest may be subject, end 
( i i ) with respect to a Well froa which an Overriding 
Royalty Interest i s stated, that interest in tho 
applicable Hydrocarbona produced, saved and sold froa the 
Well which i s sf forded to Grantor by virtue of i t s 
ownership of such expense-free interest in the Lease 
(hereinafter defined) on which such Well i s located after 
deducting landowner royalties and any other burdens to 
which each interest may be subject. 

(d) Well means a well producing or capable of 
producing o i l and/or gas that i s described or referred to 
in this Exhibit c. 

(o) unit means a unit, pool, or communitized area 
described or referred to in this Exhibit C. 

(f) After Pavout or AEQ specifies the Net Revenue 
Interest and the Working Interest of Grantor after the 
occurrence of a particular event, such aa payout of 
certain costs with respect to a Well or Wells, as 
described in a Lease, assignaent or assignments thereof, 
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or one or more of the agreements to which the affected 
property i s subject as shown in this Exhibit C. 

(g) Before Pavout or BPQ specifies the Net Revenue 
Interest and the Working Interest of Grantor before the 
occurrence of a particular event, such as payout of 
certain costs with respect to a Well or Wells, as 
described in a Lease, assignment or assignments thereof, 
or one or more of the agreements to which the affected 
property i s subject as shown in this Exhibit C. 

(h) Permitted Encumbrances shall mean ( i) minor 
irregularities in t i t l e which do not (a) materially interfere 
with the occupation, use and enjoyment by Grantor of any of 
it s Mortgaged Properties in the normal course of business as 
presently conductsd, or (b) materially impair the value 
thereof fur such business, ( i i ) a l l interests in the Mortgaged 
Properties securing obligations owed to, or claimed by, any 
Person other than Noteholder, whether such interest i s based 
on the common law, statute or contract, and whether such 
interest includes liens or security interests arising by 
virtue of mortgage, encumbrance, pledge, security agreement, 
conditional sale or trust receipt or lease, consignment or 
bailment for security purposes, so long as each said interest 
has been previously disclosed to Noteholder in writing, ( i l l ) 
liens of landlords, vendors, carriers, warehousemen, 
mechanica, laborers and materialmen ariaing by law, and of 
operators arising by contract, in the ordinary course of 
business for sums not yet due or being contested in good faith 
by appropriate action promptly initiated and diligently 
conducted, i f r.uch reserve as shall be required by generally 
accepted accounting principles have been made therefor, (iv) 
Permitted Liens under the Loan Agreement of even date herewith 
between Grantor and Texas Commerce Bank National Association, 
and (v) the specific mortgages and encumbrances aff cting each 
of the Mortgaged Properties as described in this Bxhlblt 
INSOFAR ONLY as said exceptions and encumbrances are valid and 
subsisting and are enforceable against the particular lease 
which i s made subject to said exceptions and encumbrances are 
valid and subsisting and are enforceable against the 
particular Lease which i s made subject to said exception and 
encumbrance. 

4. Scgpe gnd PQraflt Qf C*"?rlptiQn- The Subject Interests 
are expressly limited to the Subject Leases insofar and only 
insofar as they cover lands and depth intervals in which Grantor 
owns an undivided interest and do not induce lands ar.d depth 
intervals in which Grantor owns no undivided interest even though 
such lands or depth intervals are covered by the Subject Leasss; 
provided, however, that this provision shall not impair Mortgagee's 
rights under the warranty of t i t l e contained in the Mortgage. The 
format of the description i s as followst 
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(a) With respect to sach Subjsct Lssss 
(hereinafter, a "Lease-), th* description incudes the 
Lesse, the dste, che Lessor, ths Lesse* the recording 
information, the governmental or atate serial number 
assigned to the Lease (if applicable), and a description 
of the lands covered by the Lease. Zf the recorded 
instrument is a short form of memorandum of a Lease, the 
term "Leaae," shal?. be deemed to include a l l of the terms 
and provisions of the Lease referred to in such short 
form or memorandum. Certain property descriptions are in 
abbreviated to Sections, Townships, and Ranges. In such 
descriptions, the following terms may be abbreviated aa 
follows t 

Northwest Quarter—NN, NW/4, or NW/4; 
Southwest Quarter—SN, SW/4, or SW/4; 
Southeast Quarter—SB, SB/4, or SB/4; 
Northeast Quarter—NB, NX/4, or NE/4; 
North Half—N/2 or N/2; 
South Half—S/2 or S/2; 
Bast Half—B/2 or B/2; 
West Half—W/2 or W/2; 

The applicable Section, Township, and Range may be 
identified by a series of three numbers, each separated 
by a dash, with the first number being the Section 
number, the second number being the Township number, and 
the third number being the Range number. The Township 
and Range numbers are followed by an N, S, X or W to 
indicate whether the Township or Range is North, South, 
Bast or West, respectively; e.g.. T-2S, R-3W. Certain 
descriptions merely refer to the subdivision or survey in 
which the property is located in whole or in part. In 
such cases, the recorded Losses and any amendments 
thereof and any other recorded instruments affecting 
Grantor's t i t l s more particularly describe the land 
within such subdivision or survey in which Grantor owns 
an interest, and the descriptions contained in such 
instruments are Incorporated herein by this reference. 
In tho case of certain federal and atate leases, the 
interests set forth may bi in the nature of either record 
t i t l e or operating rights. The land description does not 
necessarily signify that Grantor owns the entire interest 
in sueh Lease sr to a l l of such land or as to a l l depth 
intervals. The tatsment of s Working Interest and a Net 
Revenue Interest for a Well or Unit does not necessarily 
signify that Grantor owns the same Working Interest or 
Net Revenue Interest in the applicable Lease or Leases as 
to the areas or depth intervals not attributable to the 
Well or Unit. 
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(b) The statement of a Working Intaraat and a Nat 
Revenue Intaraat with respect to a Wall or Walla 
signifies that Grantor owns that Working Interest and Net 
Revenue Intereat in the Nell or wells with reapect to the 
intervals in which the Well or Wells sre currently 
completed, and excludes a unitized area or formation, i f 
any, included within a Unit which is also described in 
this Exhibit C. 

(c) Bach Well or Unit with reapect to which the 
working Interest and Net Revenue Interest of Grantor i s 
stated i s described as follows i (i) each Well i s 
described by reference to the Well name given to the Well 
in Grantor's records, which may or may not be the name 
stated in the recorda of the applicable atate or federal 
regulatory authority, and ( i i ) each Unit is described by 
the name by which such Unit is referred to ln Grantor's 
records, which may or may not bo the name u;red (if a name 
is ueed) in the instrument creating such Unit. 

(d) The matters to which any Lease, Well or Unit 
described in this t»hiM» r are statod to bo subject 
within a given Prospect may burden any Lease, Well, or 
Unit described in this s«Mhit: c- within tho 
Prospect. 

••\coav\*ca\i 
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EXHIBIT c 

ATTACHED TO AMD FORMING A PART OF THB ACT OF COLLATERAL 
MORTGAGE AND SECURITY AGREEMENT 

DATED AUGUST JA , 1990 

froa 

SCHRODER OIL FINANCING 6 INVESTMENT COMPANY, INC. 
AS GRANTOR 

TEXAS COMMERCE BANK NATIONAL ASSOCIATION 
INTERVENOR 

PART I I 
IBERIA PARISH 



S t a t e of Louisiana 
( S t a t e Lease No. 5634) 

F r e d - r i c k B. Kyle, e t a l 

Henry F. Levis, et a l 

Helen L. M i o t i n , e t a l 

Marqot B. deGravelle, e t e l 

L u c i l l e P. B o l l i n g e r , e t a l 

Hary P. Latham, e t a l 

Marqot B. deGravelle 

Henry F. Lewie, J r . , e t a l 

Helen L. M i o t i n 

Coestal Production 01/13/71 
Coapany 

Janes C. R u f f i n 03/03/71 

Janes C. R u f f i n 03/03/71 

Janes C. R u f f i n 03/03/71 

Janes C. R u f f i n 03/03/71 

N. S. Gordon, Jr. 04/13/11 

Jenes C. R u f f i n 04/01/71 

Jenes c. R u f f i n 04/01/71 

Janes C. R u f f i n 04/01/71 

•'aaes C. R u f f i n 04/01/71 

COB 562 
Entry 151987 

COB 568 

Entry Ho. 153291 

COD 568 

Entry Ho. 153292 

COB 558 

Entry Ho. 153293 

COB 568 

Entry Ho. 153294 

COB 567 

Entry Ho. 153131 

COB 569 

Entry Ho. 153634 

COB 569 

Entry No. 153635 

COB 569 

Bntry No. 15" * 

COB 569 
Entry Ho. 153637 

•See Below 

•See Below 

•See Below 

•See Below 

•See Below 

•See Below 

•see Below 

•See Below 

•See Below 

•See Below 

• ttm leeses described cn t h i s exhibit are assigned insofar, and oniy insofa-, as the lands cowered by said leeses are 
situated within thn unit confines of the DISC 14 RE SUA end DISC 15 RB SUA Sands as created by the Louisiana 
Departnent of Conservation Orders 434-A-5 end 434-B-5; said orders being respectfully recorded in COB 866, Folio 689 
under Entry No. 85-820 end COB 866, Folio 692 under Entry No. 85-821, e l l of the Recorda of Iberia Parish, Louisiana. 



IBERIA PARISH, IOUISIANA 

lK?U-PJgPQW 

WELL WAME: JOfLE^FflERflAH § \ and. § j - p 

F r e d e r i c k B. Kyle, et e l 

K y l e Petersen Management, e t e l 

Robert E . Lethae 

Edward S. Mil ler , I I I , e t e l 

Therese Gonsoulin Reinold, e t e l 

Therese Gonsoulin Reinold, e t e l 

Edward H. Peteman, et a l 

Marqot B. deGravelle 

Henry F . Lewie, J r . , et e l 

Hary P. Lethaa, et e l 

Energy I*ivestments, 

Enerqy Investments, 

Enerqy Investments, 

Enerqy Investments, 

Enerqy Investments, 

Louieiana Land 
Managenent, I n c . 

James C. R u f f i n 

James C. Ruf f in 

Janes C. Ruf f in 

James C. R u t ' i n 

LEASE DATE 

Inc . 05/10/82 

Inc. 05/10/82 

Inc. 05/1 2 

IW-. 10/04/81 

Inc. 04/06/82 

10/04/80 

03/10/70 

03/10/70 

03/10/70 

03/10/70 

VOL/EAGB PESCRimC-

COB 801 

Entry No. 82-9288 

COB 801 

Entry No. 82-9290 

COB 801 

Entry No. 82-9291 

COB 829 
Entry No. 83-9398 
COB 801 

Entry No. U2-9289 

COB 742 

Entry No. 80-8022 

COB 552 

Entry No. 149546 

COB 552 

Entry No. 149547 

COB 552 
Entry No. 149548 

>See Below 

•See Below 

•See Below 

•See Below 

•Seo Below 

•See Below 

•See Below 

•See Below 

•See Below 

COB 552 
Entry No. 149549 

•See Below 



Grantor warrants that i t s GWI i n aach wall l i s t e d below i s not area han, and i t s NRI i s 
not less than the interest set f o r t h belowt 

WBLL NAME GNI QRR NRI 

Kyle Petsrsusn #1 12.18414% -0- 8.66129% 
I I aria Parieh, LA 

Kyle Peterean #1-D 12.20889% 8.68779% 
Iberia Parieh, LA 

B i \C0RP\TCB\SCHRODER\EXHC. P2 



ATTACHED TO AMD FORMING A PANT OF THB 
ACT OF COLLATERAL MORTGAGE AND SECURITY AGREEMENT 

DATED AUGUST /3 , 1990 

BCEfltOPB* OIL FINANCING ft INVESTMENT COMPANY, INC 

mm GRANTOR to 

TEXAS CONMERCE BANK NATIONAL ASSOCIATION 

XXI 
PARISE LOUISIANA 



PUOUEffXNEf PARISH, UXII3IANA 

WELL NAME: STIge LEASE I100W WEST DELTA fEOCK 25-eBX 11 

IESSOR 

State of Louieiene Texaa Ganaral Petroleua Coiporation 

LEASE DATE 

02/10/02 
Effective Date 
02/15/82 

VOL/PAGE 

COB 540 
Folio 77 

UEBCR1PTICH 

(low 

Stete Mineral Leeee No. 10089, covering Trect 18599 - portion of Block 25, nest Delta Aree. estlnated to contain approximately 
230.(9 acres, as •nown outlined in red on e plot on f i le in the Office nf thn S<* mtary. Department of Natural Resources. 

Said Leaee i s dated February 10, 19B2, effective date February 15, 1912. recorded in COB 540, Folio 77, recorde v.f Plaquemines 
Parish, Louisiana. 

i 



PLAQUEMINES PARISH, LOUISIANA 

•Bi mn LI -25-UBMa #1.2.3.4 and 4D 

VPL/PAGB 

Statt i of Louisiana Taxaa Ganaral 
Petroelua Coapany 

02/10/82 
Effective 
02/19/82 

COB 540 
Polio 64 

*See Below 

Stata Nineral Lease No. 10090, coverinq Tract 18600 - portion of Block 25, Wer.t Delta Aree, estiaated to contain 
approximately 849 acres, as ehovn outlined in red on e plet on f i l e in the Office of tha Secretary, Dwpertnent of 
Matural Resources. 

Said Leeee ie dated February 10, 1982 .effective date February IS, 1982, and recorded in COS 940, Polio 94, Recorde 
of Plaqueaines Parish, Lousiana. 



PARISH, LOUISIANA 

PMfcl EAJIB; pfrswgRB 
BntVii P f "^ oca-c-sc^HngT H f l Mj jq MdanMl Mrt Iff 

letSSQB LESSEE LEASE DATA WOL/PaCS. 

Oni tad Stataa of Anarica Thn Louiaiana Land and 04//2/S2 •Sao Balow 
Exploration Conpany, ot al OCS-6 ratXS) 

• Tha abova laaaa covera approximately 2,636.93 acres; beinq a portion of ack SO, Meet Delte Aree, ee ahown on OCS 
O f f i c i a l Leasinq Hap, Louiaiana Hap Mo. • • 



Grantor warrants that ita GUI in oach Well listed balow ia not graatar than, and ita RRI is 
not loaa than tho interest aot forth bolowi 

WELL HAKE GWI OJS NRI 

State Lesse 10089 10.59921% 7.57155% 
Mo. 1, West Delta 
Block 25 

State Lease 10090 10.59921% .0757155% 
Mo. 1, Most Dslta 
Block 25 

State Lsass 10090 10.59921% 8.10840% 
Mo. 2, West Dslta 
Block 25 

State Lease 10090 10.59921% 8.10840% 
Mo. 3, West Dslta 
Block 25 

State Lesse 10090 10.59921% 8.10848% 
Po. 4, West Dslta 
Block 25 

State Lease 10090 10.59921% 
No. 4D, West Delta 
Block 25 

OCS-G 5050 #5 -0-
(Block 50) 
Offshore, IA 

OCS-G 5050 #4 

8.10849% 

7.94941% 7.94911% 

OCS-G 5050 «4D 0 7.94943% 7.9494*% 



AU*TIN w UM w s mtm 

SWSSMSI C • M M t h U O H 
• C M C * L A F I T T C 
S U . * H . N I N I I 

J O M N M. K I N O 
S S W S S S J . O A T • 
K C N N C T M c • e a o O N . J » 
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mi. • • • • T t T J Q M M . J f t 

I W H I M. »OBIN»ON J*. 
•SSOKM J> OOMM 
MAIMkVM C. M*lONI» 
J O I I ' H C OIOLIO j n 

C H O L D C N 

» M l k l » « . J O N C » . •»». 
W l k k l A M W » U O » 
J U U I c . I S M S M S I I 

L I S K O W & L E W I S 
A H O H M l Q I U k LAW C S S S S S S W S M 

A T T O R N E Y S A T L A W 

NCW O R L E A N S , L A . T O I 3 1 B O O I 
O M C S H S V k » o u » « t 

r i r r i B T M r i o o » 

T S k C P M O M K 1 1 0 4 1 M l ' W t 

T C L C * S S S S S S I L I I H O W N I N ) 

T C I I C O K H N u o « i l a t a o a 

i s o a i s e i - e i o e 

L A F A Y E T T E , L A . 7 0 0 0 9 - 2 0 0 6 
• M H M O I M I T N I T 

P o SOM U O O * 
T C L C P H O N C U I S I 1 1 1 7 « I « 

rmn sio « o o - M e » i m n o * k*ri 
T<kcee*>i«* i n s i i 

New Orleans, Louisiana 
November 14, 1989 

WM. I L A K C I C N N E T T 

O C O B O C O C N C J W C , J l 
O O N a . w c » r t 

«l«k • kkOMOMt 
• W A N o • c e n c k s 
t l l Q W M O ' A X 
J O H N • • w i k k o t t r 

Mr* J. Rogers Pearcy 
United Statee Departaent 
of tne Interior 
Minerala Management Service 
Gulf of Mexico ocs Region 
Imperial Office Building 
1201 Wholesalers Parkway 
New Orleana, Louisiana 70123-2394 

Re: Leaae Noa. OCS-G 5316, 944J, 5050. and 56? > £ 

Dear Mr. Pearcy: 

Snclossd you v i l l find four exerted counterparts of an 
Act of Collateral Mortgage and Pledge dated Novenber 1, 1*89 (the 
"Mortgage") by c: alle iger Ninerala Inc. ("Challenger") securing 
the payment of an $425,000,000 mortgage note. The Nortgage 
af facta the interests of Challenger in each of the captioned 
leases. The Mortgage constitutes a second mortgage lien of the 
ssid interests of Challenger, and ia inferior and subordinate to 
an Aot of Collateral Mortgage and Pledge dated Noveaber 1, 1989 
(the "Firjt Mortgage") by Challenger securing the payment of a 
$8,000,000 mortgage note. The First Mortgage haa been previously 
filed in the lease records of your office related to eaoh of the 
captioned leases. 

The address of Challenger ist 

o/o Global Marine Ino. 
777 Morth Eldridge 
Houston, Testae 77079 



LISKOW 4 LEWIS 

November 14, 1989 2 

The address of chemical Bulk, ths present holder of the 
mortgage note described in snd sscursd by the Mortgage, 
lst 

55 Water Street 
New York, New York 10041. 

Zn order that third partiee < 11 be placed on notice as 
to the execution and efficacy of t Mortgage, please fil e a 
counterpart of the Nortgage and a copy ->f thie letter in the lease 
reoords of your office related to each of the captioned leases. 

Please acknowledge that the foregoing filings have been 
accomplished aa reguested by signing a counterpart of this letter 
In the spaoe provided below and returning a copy of thia letter to 
the undersigned. 

TFGrjf 

FILED AND ACCOMPLISHED KS 
MljQUXSTED THIS /<M»C DAY OF 
NOVEMBER, 1989. 

MINERALS MANAGEMENT SERVICES 
GULF OF MEXICO OCS REGION 

Yours very t r u l y . 

Thi s F. Getten 



STATE OF TEXAS 

COUNTY OF HARRIS 

ACT OF COLLATERAL NORTGAGE 
AND PLEDGE 

BE IT KNOWN* that on thia lat day of Novaabar, 
1989, before na, tha undersigned Notary Public, duly 
commissioned, qualified and sworn within and for tha County 
of Harris, State of Texas, and in the presence of tha two 
undersigned competent witnesses, peraonally came and 
appeared: 

CHALLENGER MINERALS INC., a California 
corporation (herein called the 
"Mortgagor"), appearing herein through 
John G. Ryan, i t s Vice Preaident, duly 
authorized purauant to resolutions 
adopted by the Board of Directora of the 
Mortgagor, a certified copy of which i s 
attached hereto and made a part hereof, 

who, being duly aworn, did declare and aay that the 
Mortgagor i a justly and truly indebted unto any future 
holder or holders of the Mortgage Note (aa hereinafter 
defined), in the principal sum ol Four Hundred Twenty-Five 
Nillion Dollara ($425,000,000). To evidence euch 
indebtedness, the Mortgagor haa executed one certain 
collateral mortgage note for the principal sum of Four 
Hundred Twenty-Five Million Dollara ($425,000,000), of even 
date herewith, made payable to Bearer, due on demand at the 
offices of CHEMICAL BANK, 55 Water Street, New York, New 
York 10041, which Mortgage Note stipulates to bear interest 
at the rate of eighteen percent (18%) per annum from the 
date thereof until paid, and reasonable attorneys' fees 
(hereinafter referred to aa the "Mortgage Note"), whioh 
Nortgage Note, after having been paraphed "Ne Varietur" by 
me, Notary, for identification with thia inatrument 
(hereafter referred to aa the "Mortgage"), was delivered to 
the Mortgagor who hereby acknowledges receipt thereof. A 
copy of the Mortgage Note i s attached hereto as Exhibit B 
and made a part hereof. 

The Mortgagor further declared that the Mortgaga 
Nota i s given and this Mortgage i s granted for the purpose 

RECEIVED 

NOV 14 1989 
ainerals Management Servics 
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of being used as collateral aacurity by the Mortgagor to 
secure any li a b i l i t y , indebtedness, or obligation due any 
future holder or holders of the Mortgage Note, direct or 
contingent. The Mortgage Note nay be iaaued and pledged by 
the Mortgagor aa ita interest and convenience nay require to 
secure any l i a b i l i t i e s , indebtedneaa, or obligationa of the 
Mortgagor or of any third party. Upon payment of aaid 
indebtedness, ths Nortgage Note nay be returned to the 
Mortgagor vithout extinguishment of this Hortgage, and may, 
at any time and aa many timea thereafter aa the intereat of 
the Mortgagor may require, be again reicaued or repledged by 
the Mortgagor as collateral aecurity and this Mortgage ahall 
be and rest-in in f u l l force and effect to aecure the 
Nortgage Note until the Nortgage Note haa been cancelled on 
ita face and thia Mortgage haa been released of record. Aa 
used herein, the term "Bank" ahall mean any future holder or 
holders of ths Nortgage Note, whether one or mors. 

In the event that tha Mortgage Note ahould be 
placed in the hands of an attorney after ite maturity, to 
institute legal proceedings to enforce the amount thereof, 
or any part thereof, in principal or intereat, or to protect 
the intereata of the holder thereof, or in the event the 
same should be placed in the hands of an attorney for 
collection, compromise, or other action, the Mortgagor 
hereby binds i t s e l f to pay the reaaonable fees of the 
attorney vho may be employed for that purpose. 

For a l l purposes of this Mortgage, unleaa the 
context otherwise requires: 

A. "First Priority Mortgage" shall mean that 
certain Act of Collateral Mortgage and Pledge granted by the 
Mortgagor securing a collateral mortgage note of the 
Hortgagor in the principal amount of $8,000,000. 

B. "Hydrocarbona" ahall mean o i l , gaa and other 
liquid or gaseous hydrocarbons and other minerala occurring 
naturally in liquid or gaseous form or any elements or 
compounds in aolution, emu 1« ion or aaaoclatlon vith auch 
minerals. 

C. "Indebtedneaa" ahall have the meaning atated 
belov. 

0. "Mortgage" shall mean this instrument as 
originally executed or as i t may from time to time be 
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supplemented or aaended by one or nore instruments 
supplemental hereto. 

E. "Mortgaged Property" ehall mean the 
properties, righta and interests hereinafter described and 
defined as the Mortgaged Property. 

F. "Oil and Gas Leases" shall mean o i l , gas and 
mineral leaaea and includes, without limitation, a l l 
interests in the nature of working or operating intereata, 
overriding royaltiee, net profita intereata, carried 
interests and other interests in, under or dependent on o i l , 
gas and mineral leases, mineral interests, mineral royalty 
int-- eats, subleases and aaaignmenta of operating righta. 

G. "Operatinq Equipment" shall mean a l l aurface 
o .irface machinery, equipment, platforms, f a c i l i t i e s , 
s%, •., .as or othsr property of whatsoever kind or nature 
(excluding temporary platforms, dri l l i n g rigs, vessels, or 
other property taken to the Subject Landa to d r i l l a well or 
for other similar temporary uses) now or hereafter located 
on or under any of the Subject Landa which are useful for 
the production, treatment, storage or tranaportation oi* 
Hydrocarbona, including, without limitation, a l l o i l walla, 
gas walla, water wells, injection wells, caalng, tubing, 
rods, pumping units, and engines, Christmas trees, derricks, 
separators, gun barrela, flow lines, tanka, gas systems (for 
gathering, treating, and compression), chemicals, solutions, 
water systems (for treating, disposal and injection), power 
plants, poles, lines, transformers, starters and 
controllers, machine shops, tools, storage yards, and 
eouipment atored therein, buildings and camps, telegraph, 
telephone and other communications systems, loading docks, 
loading racks, shipping f a c i l i t i a a , gaugea, pumping units, 
tanks, pipe, pipelinee, field gatharing linee and systems, 
fittings, meters, valves, gaaoline extraction plants, 
processing, compression, dehydration, extraction plants and 
other fixturea, f a c i l i t i a a , equipment, appurtenances, 
accessoriss, buildings and improvements of every kind and 
character and replacements therefor now or hereafter placed 
or erected on the Subject Leaaea and the Subject Landa, or 
any of them, or uaed or uaeful thereon or in connection 
therewith. 

H. "Operatlona Contracta" ahall mean a l l valid 
and binding assignments, subleases, easements, farmout 
agreements, farmin agreementa, rights-of-way, participation 
agreements, joint operating agreements, accounting 
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procedures, gas balancing agreements, area of mutual 
interest agreementa, pooling or unitization orders or 
declarations, pooling or unitization agreeaents, drilling 
contracta, service contracta, platform leaae agreementa, 
platform conatruction agreements, "dry-hole" agreements, 
"bottom-hole" agreementa, advance payment agreements, 
production sales contracts, hydrocarbon tranaportation 
agreements, recoupment agreementa, and other agreementa 
pertaining to the ownership, exploration, development, or 
operation of any Subject Lands or Subject Leaaea, or th* 
marketing of any hydrocarbona from any Subject Lands or 
Subject Leases that either exist as of the date hereof or 
are hereafter entered into in the ordinary couraa of 
businsss by ths Mortgagor, and a l l amendments, 
substitutions, extensions, renewals, and ratifications of, 
to, or for any of the foregoing that either exists aa of the 
date hereof or are hereafter entered into in the ordinary 
couraa of business by the Mortgagor. 

I . "Production SaJe Contract" shall mean a valid 
and binding contract now in effect, whether executed by tha 
Mortgagor or ita predecessor in interest, or hereafter 
entered into by the Mortgagor for tha sale, purchase, 
exchange or processing of Subject Hydrocarbona. 

J . "Rights" shall have the meaning atated in 
Section 1.1 below. 

K. "Subiect Hydrocarbons" ahall mean 
Hydrocarbons which are in, under, upon, produced, or to be 
produced from the Subject Landa or Subject Leasee. 

L. "Subject. Lands" shall mean the landa, the 
description of which ir either given in Exhibit A or 
incorporated ln Exhibit A by reference to another inatrument 
or dc "-ument, and which includes any lands now cr hereafter 
unitized or pooled with auch landa. 

ft. "Subiect Leases" shall mean the Oil and Gaa 
Leases and the fee, mineral, royalty, overriding royalty, 
aiid other intereata described in Exhibit A hereto. 

And now, in order to secure the f u l l , due, and 
punctual payment of a l l indebtedneaa evidenced by the 
Nortgage Note, whether now exiating or hereafter ariaing, 
and/or any extension or renewal thereof, aa well as a l l 
coata, .axes, assessments, chargea, insurance premiums, 
attorneys* and collection feea, and other coata and 
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indebtedness incurred or paid hereunder, including the 
reasonable compensation of a keeper, and any sums advanced 
or expenses or costs incurred by the Bank (or any receiver 
or keeper appointed hereunder) vhich are made or incurred 
pursuant to, or permittee by, the terms hereof, plus 
interest at the rate herein apecified or otherwiae agreed 
upon, from the date of the advances or the incurring of such 
expenses or costs until reimbursed, and to aecure the 
faithful performance and observance of a l l obligationa, 
agreements, covenants and stipulations contained herein and 
in the Mortgage Note ( a l l of the preceding being hereinafter 
sometimee collectively referred to aa the "Indebtedneee"\, 
the Mortgagor declares that i t doea by theae presents 
mortgage, affect, pledge, aaaign and hypothecate to the 
Bank, whether the Mortgage Note may be held by the Bank aa 
an original obligation or in pledge, vhether now owned or 
hereafter acquired, without any warranty of t i t l e , express 
or implied, a l l and the singular the following described 
property: 

A. A l l of the Mortgagor's right, t i t l e and intereat 
in and to the Subject Leaaea deacribed in Exhibit 
A attached hereto. Said intereata hereinafter are 
collectively referred to aa the "Mortgagor*a 
Intereat." 

B. A l l of t\m Mortgagor*a right, t i t l e and intereat 
in and to the Subject Hydrocarbons (and a l l 
proceeds of the aala thereof) attributable to 
Mortgagor'a Intereat and a l l of the Mortgagor'a 
right, t i t l e and interest in and to any take-or-
pay, gaa balancing or othar payaents or 
prepayments with respect to the Subject 
Hydrocarbons, the Production Sales Contracts, the 
Subject Landa and the Subject Leaaea. with regrvd 
to the undivided intereete of the Mortgagor in and 
to the Subject Hydrocarbona and a l l i/drocarbone 
in, on and undar and in atoraga and that may be 
produced, aavad, or aold from or attributable to 
the property referred to in the f o* ego inq 
paragraph A and the proceeda from £K* sa. 3 
thereof, thia act ahall be construed, aa a pledge 
of the Hortgagor*a interest in such hydrocarbons, 
purauant to La. R.S. 31:204. 

C. A l l of the Hortgagor*a righta and intereets in, to 
and under or derived from a l l of the presently 
existing pooling and unitization agreements, 
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operating agreements, o i l and gae processing 
contracta and agreenente. Production Sale 
Contracta, Operatione Contracta, and a l l other 
contracts, agreenente, and instruments that relate 
to Mortgagor'a Intereat or to the production of 
Hydrocarbona fron or attributable thereto. 

D. A l l of the Hortgagor'a intereat, nov or hereafter 
acquired, in and to the Operating Equipment and 
a l l property and fixturea, including corporeal 
movables, nov or hereafter situated upon or fixed 
to Mortgagor'a Intereat, the Subject Lands, the 
Subject Leases and dedicated to the use and 
exploitation of mineral rights covered or affected 
by Mortgagor's Interest including the 
participation or inclusion of any of Mortgagor'a 
Intereat in any unit or unite, or any part 
thereof, and owned or used in connection vith the 
exploration, development or operation of 
Mortgagor'a Intereat or for the production, 
treating, storing or transportation of 
Hydrocarbona. This Mortgage ehall attach to a l l 
such corporeal movable property in accordance vith 
the proviaiona of La. R.S 31:203. 

E. A l l proceeds of the foregoing. 

F. A l l changes to, or renewals, extensions, or 
ratifications of, any of the instruments or items 
described at A through E above, or of any 
instrument relating thereto, and a l l contracta, 
operating agreements and operating rights, 
records, loga, easements, surface leaaea, permits, 
licenses, hereditaments and appurtenances nov 
exieting or in the future obtained in connection 
v i t h any of tha aforesaid, and a l l other things of 
value and incident thereto vhich the Mortgagor may 
at any time have or entitled to. 

A l l of the Mortgagor'a rights, intereets and 
properties hereinabove deacribed or referred to under 
headings A, B, C, D, E, and F are hereinafter sometimes 
collectively referred to as the "Mortgaged Property." 

ARTICLE I 

Pledoe and Collateral Assignment 
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1.1 Pledge and Collateral Assianment:. Ae further 
eecurity for the payment of the Indebtedneee including any 
indebtedneee or obligations eecured by a pledge of the 
Nortgage Note, the Mortgagor hereby transfers, pledgee, 
assigns, warrants and conveys to the Bank, effective ae of 
the date hereof, at 7:00 A.M. (a) a l l of Mortgagor's right, 
t i t l e and interest now or hereafter acquired in a l l 
incorporeal rights that are or nay be incidental or 
accessory to the Mortgaged Property or i t a uae, whether or 
not evidenced in writing or now exieting or ariaing 
hereafter (the "Rights"), Including but not United to the 
following ( i ) the right to receive proeeede attributable to 
the sale, leaae, Insurance loss or condemnation of the 
Mortgaged Property; ( i i ) righta under service, maintenance 
or warranty contracta with regard to the Nortgaged Property; 
and ( i i i ) righta under trade names, patenta or copyrights 
that are eubj ect to uee in connection with the Nortgaged 
Property or the Hortgagor's business or other activities 
vith regard thereto; and (b) a l l Subject Hydrocarbona which 
are thereafter produced from and which accrue to the 
Nortgaged Property, and a l l proceeda t*-irefron. All partiea 
producing, purchasing or receiving any such Hydrocarbona, or 
having auch, or proceeds therefroa, in their possession for 
vhich they or othere are accountable to the Bank by virtue 
of the proviaiona of this Article, are authorized and 
directed to treat and regard the Bank aa the pledgee, 
aeeignee and transferee of the Hortgagor and entitled in the 
Hortgagor'a place and stead to receive auch Hydrocarbona and 
a l l proceeda therefroa. 

1.2 Certain Rights, and Powers of the BanJ.. The 
Mortgagor authorizes and eapovers tha Bank to demand, 
collect and receive a l l of aaid pledged intereet in and to 
Subject Hydrocarbona and Rights pledged and collaterally 
aeeigned hereunder, the income and proceeda therefrom, and 
to execute and deliver a l l releases, receipts, divialon 
ordera, tranafer ordera and other instruments aa may be 
desired, required or necessary to have suci. production and 
the proceeda therefrom paid directly to the Bank. Tha Bank 
ia and shall be authorized to endorse, negotiate and caah 
any and a l l checks, drafts and money ordera payable to the 
Hortgagor alone, to the Bank, for account of the Hortgagor, 
or to both tha Hortgagor and t v • Bank, received in 
connection with, in payment of, or aa proceeda from 
production of aaid pledged and collaterally aaaigned 
interests. Rights and the Mortg ied Property herein 
mentioned, and to receive and a* ply the proceeda therefrom 
aa hereinabove aet forth. 
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ARTICLE I I 

Events of Default 

2.1 Evtnti of Default. Tha failure to pay tha 
Mortgaga Nota upon demand ahall constitute an Event of 
Default hereunder. Upon the occurrence of an Event of 
Default, the Bank, at ita option, nay declare the entire 
unpaid principal of and the intereat accrued on the Nortgage 
Note and a l l other Indebtedneaa aecured hereby to be 
forthwith due and payable, without any notice or demand of 
any kind, both notice and demand being hereby expreaaly 
waived. 

ARTICLE I I I 

Enforcement of the Security 

3.1 Rewedlee on Default. The Mortgagor for itself, 
its successors and assigns, does by these presents stipulate 
that i t ahall be lawful for, and the Mortgagor hereby 
authorisea tha Bank, upon the occurrence and luring the 
continuance of any Event of Default, to cause a l l and 
singular tha Nortgaged Property to be seised and aold by 
executory process, without appraisement, either in its 
entirety or in lots or parcels as the Bank may determine, to 
the highest bidder for cash, or on such terms aa the Bank in 
auch proceedings may direct; and the Mortgagor for itself, 
its successors and assigns, hereby acknowledges the 
Indebtedness secured hereby, whether now exiating or to 
arise hereafter, and confessee judgment thereon if the same 
are not paid at maturity. The Bank may, at it s option, 
exercise any rights of the Mortgagor under the Rights. 

3.2 Waiver pf npprnifftmtnt. othtr Rigbti. ttc, To the 
ext nt allowed by law, the Mortgagor hereby waives (a) the 
benefit of appraisement, as provided in Articles 2332, 2336, 
2723 and 2724 of the Louiaiana Code of Civil Procedure, and 
a l l other laws conferring the same; (b) the demand and three 
daya delay accorded by Articles 2639 and 2721 of tha 
Louisiana Code of Civil Procedure; (c) the three daya delay 
provided by Articlea 2331 and 2722 of the Louiaiana Code of 
Civil Procedure; and (d) tha benefit of the other proviaiona 
of Articles 2331, 2722, and 2723 of the Louiaiana Code of 
Civil Procedure and any other articlea not specifically 
mentioned above. 
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3.3 Judicial Proceedlng». upon the occurrence of en 
Event of Default and i f such event ahall be continuing, the 
Bank nay proceed by a auit or suits in equity or at lav, 
vhether for a forecloaure hereunder, or Cor the aala of the 
Mortgaged Property, or for the apecific performance of any 
covenant or agreement herein contained or in aid of the 
execution of any pover herein granted, or for the 
appointment of a receiver or a keeper pending any 
foreclosure hereunder or the aale of the Mortgaged Property, 
or for the enforcement of any other appropriate legal or 
equitable remedy. 

".4 Operation of the Mortgaged Property bv the Bank. 
Upon the occurrence of an Event of Default, and in addition 
to a l l other righta herein conferred on the Bank, the Bank 
or ita agent ia hereby appointed a keeper of the Mortgaged 
Property pursuant to the terma and proviaiona of Louisiana 
Revised statutes 9:5131 e£ sea. The keeper may operate the 
same vithout any liability to tha Mortgagor in connection 
vith auch operations, and tha keeper ahall have the right 
(a) to enter into and upon and take possession of the 
Mortgaged Property, to lease the same, collect and receive 
all rente, laauea and prof ita thereof and apply the same, 
leaa the neceaaary expenses of collection thereof, for the 
care, operation and preservation of the Mortgaged Property, 
including, vithout limitation, the payment of fees, 
inauranca premiums, coat of operation of the Mortgaged 
Property, taxes, assessments, intareet, penalties and vater 
charges; (b) to collect, receive and receipt for a l l 
Hydrocarbons produced and sold from the Mortgaged Property, 
to make repairs, purchaae machinery and equipment, conduct 
work-over operatlona, and d r i l l additional valla; and (o) to 
exercise every pover, right and privilege of the Mortgagor 
vith respect to the Mortgaged Property. The keeper ahall be 
reasonably compensated for its services by the Mortgagor and 
such obligation ahall be secured by the mortgage and pledge 
herein granted. 

ARTICLE IV 

Mls^llMtouj PrQViEipna 

4.1 i^ebtednaee. The maximum amount of Indebtedneaa 
to be secured by the mortgage lien and pledge created by 
this Mortgage ahall not exoeeu at any one time outatanding 
the sum of $500,000,000. 
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4.2 Renewals. Amendments and Other Security- Renewals 
and extensions of the Indebtedness nay be nade at any time 
and amendments nay be nade to agreements relating to any 
part of such Indebtedness or the Nortgaged Property and the 
Bank nay take or may now hold other security for i t s 
Indebtedness vithout notice to or consent of the Hortgagor. 
The Bank may resort f i r s t to such other security or any part 
thereof or f i r s t to the security herein given or any part 
thereof, or from time to time to either or both, even to the 
partial or complete abandonment of either security, and auch 
action s h a l l not be a waiver of any righta conferred by thie 
Mortgage, which ahall continue ae a mortgage and pledge upon 
the Mortgaged Property not expressly released until tha 
Mortgage Note and a l l other Indebtedness secured hereby i s 
fully paid. 

4.3 Unenforceable or Inapplicable Provisions, i f any 
provision hereof or of the Hortgage Note i s invalid or 
unenforceable in any jurisdiction, tha other provisions 
hereof or of the Hortgage Note shall remain in f u l l forca 
and effect in euch juriadiction, and the remaining 
provisions hereof shall be liberally construed in favor of 
the Bank in ordar to effectuate the proviaiona hereof, and 
the invalidity of any proviaion hereof in any juriadiction 
shall not affect the validity or enforceability of any auch 
proviaion in any other jurisdiction. 

4.4 Riahts Cumulative. Each and every right, pover 
and remedy herein given to the Bank ahall be cumulative and 
not exclusive; and aach and every right, power and reaedy 
vhether specifically herein given or othervise existing say 
be exercised froa time to time and ao often and in such 
ordar as may be deemed expedient by the Bank, and the 
exercise, or ths beginning of the exercise, of any auch 
right, power or remedy ahall not be deemed a waiver of the 
right to exerciee, at the aame time or thereafter, any other 
right, power or remedy. No delay or oaiaaion by tha Bank in 
the exercise of any right, power or remedy ahall impair any 
such right, power or remedy or operate as a waiver thereof 
or of any other right, power or reaedy then or thereafter 
exiating. 

4.5 Waiver by the Bank. Any and a l l covenants in this 
instrument may from tiae to time by inatrument in writing 
signed by the Bank be vaived to auch ext eut and in auch 
manner as the Bank may deaire, but no auch vaiver ahall aver 
affect or impair the Bank'a righta or liana hereunder. 
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except to the extent epecifically stated in euch written 
instrument. 

4.6 Succeeeore and Aaniqrm. Thie instrument ia 
binding upon the Hortgagor, and the Hortgagor'a successors 
and assigns, and ahall inure to the benefit of the Bank, ita 
successors and assigns, and tha proviaiona hereof ahall 
likewise be covenante running vith the land. 

4.7 Axticje and Section Htadlngi. The article and 
section headings in thia instrument are inserted for 
convenience of reference and ahall not be considered a part 
of thia instrunent or used in i t s interpretation. 

4.8 CONSTRUCTION. THIS INSTRUMENT IS IN ALL RESPECTS 
TO BE CONSTRUED UNDER THE LANS OF THE STATE OF LOUISIANA AS 
A SPECIAL MORTGAGE, HYPOTHECATION, PLEDGE AND COLLATERAL 
ASSIGNMENT AND CONFESSION OF JUDGMENT BY THE MORTGAGOR IN 
FAVOR OF AND FOR THE BENEFIT OF THE BANK, TO SECURE THE 
PAYMENT AND PERFORMANCE OF ALL INDEBTEDNESS. 

4.9 Waiver. The parties hereto vaive the production 
of any nortgage, conveyance, and tax certificates and agree 
to hold the undersigned Notary harmless in the premises. 

4.10 Authentic Act. The Mortgagor further agreea that, 
in the event any proceedings ara taken under thia Nortgage 
by vay of executory process or otherwise, any and a l l 
declarations of the facta nade by authentic act before a 
Notary Public and in the presence of tvo witnesses, by a 
person declaring that auch facta l i e vithin his knovlsdge, 
shall constitute authentic evidence of auch facta for the 
purposes of executory process. 

4.11 F i r s t Priority Mortgage. The F i r s t Priority 
Mortgage i s superior to and haa priority over thia Mortgage. 

NOW, PERSONALLY INTERVENES the undersigned 
intervenor, acting on behalf of the Bank, hereby accepte 
thia Nortgage. 

THUS DO TE AND PASSED, in multiple originals, 
before so, the u exsigned Notary Public, in and for the 
County of Harris, state of Texas, in the presence of the 
undersigned competent witnesses, vho have hereto signed 
their names vith said appearers and me, said Notary Public, 
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their names vith said appearers and na, aaid Notary Public, 
after due reading of the vhole, on the lat day of Novenber, 
1989. 

ATV*H06: \4SS5A0008\752\1026«913.*5B 
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CERTIFICATE OF ASSISTANT SECRETARY 

OF 

CHAJjLJjm nTMBBALS IHC. 

I, ALEXANDER A. KREZEL, a duly elected, qualified and acting 

Assistant Secretary of CT-*LLENGER MINERALS INC., a California 

corporation (tho "Company"), DO HEREBY CERTIFY that attached hereto 

i s a true and correct copy of resolutions duly adopted by the 

unanimous written consent of the Board of Direotors of the Company 

on October 27, 1989, and that such resolutions have not been 

revoked, rescinded or amended in any respect and are in full force 

and effect on the date hereof. 

IN WITNESS WHEREOF, I have hereunto set my hand and the seal 
I •VltVCMItWr'--

of the Company this j day of Posse ar, 1989. 

(SEAL) 



COMPANY: Challenger Minerals I n c . (the "Company") 

ITEM: Resolutions of the Board of Directors 

SUBJECT: Authorization of Execution of $425,000,000 
C o l l a t e r a l Mortgage Note, C o l l a t e r a l Mortgage 
and Pledge, C o l l a t e r a l Pledge Agreement, and 
Related Documents 

DATE: October 27, 1989 

RESOLVED that the President or any Vice President of the 
Company be, and each of then hereby ie, authorized, enpowered and 
directed to execute for and in the name and on behalf of the 
Company the folloving instruments: 

(1) One (1) non-recourse Collateral Mortgage Note of the Coapany 
(the "Mortgage Note") in the principal amount of Four Hundred 
Twenty-Five Nillion Dollars ($425,000,000.00) payable on 
demand to Bearer, and bearing interest at the rate of eighteen 
percent (18%) per annum fron the date until paid; 

(2) Collateral Nortgage and Pledge by the Company (the "Hortgage") 
in favor of the Bearer of, and securing payment of, the 
Nortgage Note, said Nortgage to affect certain mineral rights 
owned by the Company in or offshore the State of Louisiana and 
a l l corporeal movables located thereon, and a pledge of a l l 
production and incorporeal rights related thereto, a l l as 
described in the Mortgage; the Mortgage to include a 
confession of judgment, indemnifications, waiver of benefits 
of appraisement, demand, notice and delay, and auch further 
terms and conditions as the saie officer in hia sole 
discretion deems necessary and proper; 

(3) Collateral Pledge Agreement by the Company which pledges the 
Mortgage Note to any future holder or holders of the Mortgage 
Note as security for a l l present and future indebtedness owed 
to such holder or holders; said pledge to contain auch further 
terms and conditions as the aaid officer in hie sole 
discretion deems necessary and proper; and 

(4) Such other documents, consents, notices, agreements, 
certificates and other instruments aa may from time to time 
be required and vhich may be necessary, appropriate or 
desirable, in said officer'a sols discretion, in order to 
effect the purposes of these resolutions and accomplish the 
purpose of the transactions contemplated thereby; 

a l l of the foregoing to contain such terms and conditions aa the 
said officer in hia sole discretion shall deem neceaaary and 
advisable, the execution and delivery thereof by said officer to 
be conclusive evidence of the approval thereof; and i t vaa further 



RESOLVED that the said officer be, and he hereby i s , 
authorized, directed and enpowered to execute and deliver for and 
in the nane and on behalf of the Company any and a l l such further 
docunents and to do or cause to be done any and a l l such further 
acts and things as he in his sole discretion shall deem necessary 
and proper in connection with these resolutions; which acts and 
things heretofore done and to effectuate the purposes or purpose 
of these resolutions are hereby in a l l respects ratified, confirmed 
and approved as authorized acts of the Company. 

- 2 -



EXHIBIT A 
To Act of Collateral Nortgage and Pledge 

dated as of November 1, 1989, from 
Challenger Hinerals Inc. 

PREAMBLE 

1. Depth limitations, conversion options after 

payout and descriptions of working interests, net revenue 

interests and overriding royalty interests before or after 

payout, or the listing of any other percentage, decimal or 

fractional interest in this Exhibit A shall not be deeaed to 

limit or otherwise diminish the interests being subjected to 

the lien, security interest and encumbrance of the Mortgage. 

I t i s intended that the Mortgage shall cover and affect the 

Mortgagor's entire present and future interest in each Oil 

and Gas Leasa deacribed in thia Exhibit A. 

2. Soma of the land descriptions in this 

Exhibit A may refer only to a portion %.T and covered by 

a particular Oil and Gas Lease. This instrument i s not 

limited to the land described in Exhibit A, but the Mortgage 

ia intended to cover the entire interest of the Mortgagor in 

aach Oil and Gas Lease described in Exhibit A even i f such 

interest relates to land not specifically described herein. 

Reference i s made to the land deacriptiona contained in the 

Oil and Gas Leases described in this Exhibit A. 



3. A statement herein that a certain interest 

described herein i s subject to the terms of certain 

described or referred to agreements, instruments or other 

matters shail not operate to subject such interest to any 

such agreement, instrument or other matter except to the 

extent that euch agreement, instrument or matter i s 

othervise valid and presently subsisting, nor shall such 

statement be deemed t^ oonc-itute a recognition by the 

parties hereto that ".i.y a:.on agreement, instrument or other 

matter i s valid ard presently subsisting. 

4. The Nortgage i s being executed in several 

counterparts, each of vhich ie an original and a l l of vhich 

are substantially identical and ehall together constitute 

but one and the same Hortgage except that, to facilitate 

recordation and filing, there i s or may be attached to each 

counterpart vhich i s to be recorded and filed only that 

portion of Exhibit A vhich contains the description of the 

properties located in the parish or parishes (or offehore 

and adjacant to the perish and pariahee) vhere that 

particular counterpart v i l l be recorded and filed . Complete 

counterparts of the Nortgage have been delivered to the 

Mortgagee. 

ATWP157:\4865A0008\752\10308915.020 



EXHIBIT "A" 

Prospect: West Cameron Block 391 
Offshore Louisi ana 

Pagel 

Oil and Gas Uase dated July 1,1983, designated by Serial No. OCS-0 b3l6, by and 
between U.S. Department of the Interior, as Lessor and Elf Aquitaine, Challenger 
Minerals Inc., et al, as Lessee, and covering all of Block 391, West Cameron Area, 
West Addition, aa shown on OCS Louisiana Leasing Map, LAI A. 

WI 
.20000 

NRI 
.166666 



EXHIBIT-A" 

Undeveloped Acrei it 
Prospect: East Oar. ron Block 43 

Gflar ? Louisiana 
Pagel 

Oi! aod Gaa Leaae dated July 1,1988, designated by Serial No. OCS-G 9440, by and 
between USA, as Lessor and Challenger Minerals Inc. and Huffco Offshore Inc., as 
Leasee, and covering all ofBlock 43, Eaat Cameron Area, aa shown on OC8 Louisiana 
Leasing Map LA2. 

WI NRI 
.6000 .4091665 



EXHIBIT "A1 

Prospect: West Delta Area Block 50 
OlTshore Louisiana 

Pagel 

Oil and Oas Lease dated April 1.1982, designated by Serial No. OCS-0 5050. by and 
between Bureau of Land Management, as Lessor and Louiaiana Land k Exploration 
and Pelto Oil Company, as Lessee, and covering that portion oi Block 50, West Delta 
Area, Louisiana Map No. 8, which is more than three geographical muss seaward 
from the line described in the Supplemental Decree of the United States Supreme 
Court, June 16,1975 (United State* v. Louisiana, 422 U.S. 18). 

Prom the surface to a depth of8600 feet 

ORRI 
.028938 

Bakmthe^pthofS^feet 

WI NRI 
.25000 .208333 



EXHIBIT "A" 

Prospect: Main Pass Block 65 
Oflshore Louisiana 

Pagel 

Oil and Gas Lease dated July 1,1983, designated by Serial No. OCS-G 5692, by and 
batwaan Unitad Sutes of America, Gulf of Mexico OCS Region, Minerala 
Management Service, as Leaner and Total Petroleum, Inc., aa I sates, snd covering all 
of Block 66, Main Paas Araa aad Breton Sound Area, aa shown on OCS Louisiana 
Leasing Map LA10. 

Wl 
.20000 

NRI 
.1626666 



EXHIBIT B 

COLLATERAL MORTGAGE MOTE 

$425,000,000 Novembei 1, 1989 

FOR VALUE RECEIVED, on demand, thn under signed (thn 
"Maker"), promises to psy tc Bearer st ths offices of CHEMICAL 
BANK, 55 Water Street, New York, New York 10041, the sua of Four 
Hundred Twenty-Five Nillion Dollara ($425,000,000), with intereat 
thereon at the rate of eighteen percent (18%) per annun fron the 
date hereof until paid. 

In the event thia note should be placed in the hands of 
an attorney after ita maturity, to institute legal proceedings to 
recover the anount hereof, or any part hereof, in principal or 
intereat, or to protect the intereata of the holder hereof; or in 
the event the ease ahould be placed in the hands of an attorney 
for collection, compromise or other action, the Maker binds 
itself to pay the reaaonable feea of the attorney who say be 
employed for that purpose. 

The Maker and a l l endorsers and guarantors hereof 
severally and expressly waive presentment for payaent, deaand, 
notice of non-payment, protest, and a l l pleas of divialon and 
discussion, and agree that the tiae of payaent hereof aay be 
extended froa tiae to tiae, one or aore times, without notice of 
euch extension or extension; and without previous conaent, hereby 
binding themselves, in solido, unconditionally and as original 
promisors for ths payaent hereof, in principal, intereat, coata 
and attorneys fees. 

Notwithstanding anything contained herein to the 
contrary, thia note ia aade and delivered aubject to the 
following conditions: (i) the Maker ahall not be personally 
liable to pay this note, and the holder of thia nota ahall not 
seek any personal or deficiency judgaent on the note against the 
Maker, and ( i i ) the sole reaedy of the holder of this note under 
thie note shall bs against any collateral securing this note; 
provided, however, that nothing contained in this paragraph, (a) 
shall impair the validity of the indebtedness evidenced by this 
nots or the liabilities or obligationa of the Maker under the 
Collateral Mortgage and Pledge with which this note has been 
paraphed, or (b) in any way affect or impair the mortgage Men or 
pledge of said Collateral Mortgage and Pledge or the right of the 
holder of this note to foreclose or execute on said Collateral 
Nortgage and Pledge. 



THIS NOTE SHAIL BE CONSTRUED IN ACCORDANCE WITH AND 
GOVERNED BY THE LANS OF THF STATE OF LOUISIAHA. 

CHALLENCEK HINERALS INC. 

By: 
John G. Ryan 
Vica Praaldant 

"Na Varietur" 

For identification vith an 
Act of Collateral Nortgage 
and Pledge, passed before ne 
thie let day of November, 1989. 

NOTARY PUBLIC 

ATMP406:\4865A0OOa\752\10266913. WA 
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T l l Q i m O M M M M 
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J . a t V H O M O . J « 

M * » T J O H N , J F . 
m. A 9 A U M C A 

aw.ua H. JONES. JF. 

L I S K O W & L E W I S 
A n e t u n o w LAW eowowATiow 

A T T O R N E Y S A T L A W 

N E W OM L E A N S , L A . T O I — B O O I 
OMC SHELL COUAAC 

FIFTIETH F LOO A 
TELEPHONE ISOAI B«I-TB''J 

T E L E X I M t O t I L I S F . O W M l Ml 

T E L E C O P I E R I S O A I S B * - B l O a 

(•ow s e i - s i o a 

L A F A Y E T T E , L A . 7 0 5 0 5 - 2 0 0 S 
O C a M A M O I M O S T R E E T 

a o o o * aaooo 
T E L E P H O N E l l l l l Z 3 Z - 7 A I A 

rma aio « O O - M M (LISKOW LAFI 

T E L E C O » I E A I C I O I M ' U M 

Nev Orleans, Louiaiana 
November 14, 1989 

J U U I c acnwAan 

Nr. J. Rogers Pearcy 
Onitad Statss Departnent 
of the Interior 
Minerals Hanagement Service 
Gulf of Hexico OCS Region 
Imperial Office Building 
1201 Wholesalers Parkway 
Hev Orleans, Louisiana 70123-2394 

Re: Leaee Noa. OCS-G 5316, 9440, 5050, and 5692 

Dear Nr. Pearcy: 

Enclosed you v i l l find four executed counterparts of an 
Act of Collateral Nortgage and Pledge dated November 1, 1989 (the 
"Nortgage") by Challenger Minerala Inc. ("Challenger") securing 
the payment of an $8,000,000 mortgage note. The Mortgage affects 
the interests of Challenger in each of the captioned leaaea. The 
Nortgage constitutes a f i r s t mortgaga lien of the aaid intereets 
of Challenger. 

The addreaa of Challenger i •-: o . gr 

c/o Global Marine Inc. 
777 North Sldridge 
Houston, Tex TS 77079 

ex.-

UJ 
1 



November 14, 1989 

LISKCW & LEWIS 

Thei address of Bank of America National Trust and 
Savings Association, Global Agency Unit, the preeent 
holder of the nortgage note described in and secured by 
the Mortgage, ies 

315 Montgomery Street 
14th Floor 
San Francisco, California 94104. 

Zn order that third parties w i l l be placed on notice aa 
to the execution and efficacy of the Mortgage, please f i l e a 
counterpart of the Mortgage and a copy of this letter in the lease 
reoords of your office related to eaoh of the captioned leases. 

Please acknowledge that the foregoing filings bave been 
accomplished as requested by signing a counterpart of this letter 
in the space provided below end returning a copy of thie letter to 
the undersigned. 

TFO.jf 

FILED AMD ACCOMPLISHED AS 
REQUESTED THIS DAY OF 
NOVENBER, 1989. 

MINERALS MANAGEMENT SERVICES 
GULF OF MEXICO OCS REGION 

Yours very truly. 

eusietff. 



STATE OF TEXAS 

COUNTY OF HARRIS 

ACT OF COLLATERAL HORTGAGE 
AND PLEDGE 

BE IT KNOWN, that on thia lat day of Novaabar, 
1989, before ne, the undersigned Notary Public, duly 
commissioned, qualified and sworn vithin and for the County 
of Harris, State of Texaa, and in the presence of the tvo 
undersigned competent witnesses, personally cane and 
appeared: 

CHALLENGER MINERALS INC., a California 
corporation (herein called the 
"Mortgagor"), appearing herein through 
John G. Ryan, ite Vice President, duly 
authorized pursuant to resolutions 
adoptsd by tha Board of Directors of the 
Mortgagor, a certified copy of which ie 
attached hereto and nade a part hereof, 

vho, being duly sworn, did declare and say that the 
Mortgagor ia justly and truly indebted unto any future 
holder or holders of the Mortgage Note (ae hereinafter 
defined), in the principal sum of Eight Hillion Dollars 
($8,000,000). To evidence such indebtedness, the Hortgagor 
has executed one certain collateral nortgage note for the 
principal sum of Eight Hillion Dollara ($8,000,000). of even 
date herewith, nade payable to Bearer, due on demand at the 
Officea Of EANK OF AMERICA NATIONAL TRUST AND SAVINGS 
ASSOCIATION, GLOBAL AGENCY UNIT, 315 Montgomery Street, 14th 
Floor, San Francisco, California 94104, vhich Mortgage Note 
stipulates to bear interest at the rate of eighteen percent 
(18%) per annum from the date thereof until paid, and 
reaaonable attorneya' fees (hereinafter referred to »s the 
"Nortgage Note"), vhich Mortgage Note, after having been 
paraphed "Ne Varietur" by se. Notary, for identification 
vith this instrument (hereafter referred to aa the 
"Nortgage"), vas delivered to the Mortgagor vho hereby 
acknowledges receipt thereof. A copy of the Mortgage Note 
ia attached hereto as Exhibit B and made a part hereof. 

The Hortgagor further declared that the Mortgage 
Note i s given and thia Hortgage i s granted for the purposu 

RECEIVED 

NOV 14 1989 
Minerals Management Servica 

Uasing & Environment 



of being used as collateral eecurity by the Mortgagor to 
secure any l i a b i l i t y , indebtedneee, or obligation due any 
future holder or holders of the Mortgage Note, direct or 
contingent. The Nortgage Note may be issued and pledged by 
the Mortgagor ae i t s interest and convenience nay reguire to 
secure any l i a b i l i t i e s , indebtedneee, or obligations of the 
Mortgagor or of any third party. Upon payment of said 
indebtedness, the Mortgage Note may be returned to the 
Mortgagor without extinguishment of this Mortgage, and may, 
at any time and as many times thereafter aa the interest of 
the Mortgagor may require, be again reissued or repledged by 
the Hortgagor as collateral security and this Hortgage shall 
be and remain in f u l l force and effect to aecure the 
Hortgage Note until the Hortgage Note has been cancelled on 
ita face and this Hortgage has been releeeed of record. As 
used herein, the tern "Bank" shall nean any future holder or 
holders of ths Hortgage Note, whether one br nore. 

In the event that the Hortgage Note ehould be 
placed in the hands of an attorney after ite maturity, to 
institute legal proceedings to enforce the amount thereof, 
or any part thereof, in principal or intereat, or to protect 
the intereete of the holder thereof, or in the event the 
same should be placed in the hands of an attorney for 
collection, compromise, or other action, the Hortgagor 
hereby binds iteelf to pay the reasonable feea of the 
attorney • - may be employed for that purpoee. 

: - a l l purposes of this Hortgage, unleaa the 
contt . - rvle«* equ ires: 

r ' Hydrocarbons'* shall mean o i l , gaa and other 
liqui via hydrocarbona and other minerala occurring 
naturally liquid or gaaeous form or any elements or 
compounds in solution, emulaion or associatior vith auch 
ainerals. 

B. "Indebtedness" ahall have the meaning atated 
belov. 

C. •Mortgage" shall near thia instrument aa 
originally executed or as i t may froa time to time be 
supplemented or amended by one or more instruments 
supplemental hereto. 

D. "Mortgaged Property" ahall mean the 
properties, righta and intereata hereinafter deweribed and 
defined aa the Nortgaged Property. 

2 



E. "Oil and Gas Leases" shall mean o i l , gas and 
mineral leases and includes, without limitation, a l l 
interests in the nature of working or operating interests, 
overriding royalties, net profits interests, carried 
interests and other interests in, under or dependent on o i l , 
gas and mineral leases, mineral intereete, mineral royalty 
interests, subleases and assignments of operating righte. 

F. "Operatinq Equipment" shall mean a l l surface 
or subsurface machinery, equipment, platforms, f a c i l i t i e s , 
supplies or otber property of vhateoever kind or nature 
(excluding temporary platforms, drilling rigs, vessels, or 
other property taken to the Subject Lands to d r i l l a well or 
for other eimilar temporary uses) nov or hereafter located 
on or under any of the Subject Lands which are useful for 
the production, treatment, storage or transportation of 
Hydrocarbons, including, without limitation, a l l o i l wells, 
gas v a i l s , vater .veils, injection veils, casing, tubing, 
rods, pumping units, and engines, Christmas trees, derricks, 
separators, gun barrels, flov linee, tanka, gaa systems (for 
gathering, treating, and compression), chemicals, solutions, 
vater systems (for treating, disposal and injection), pover 
plants, poles, lines, transformers, starters and 
controllers, machine shops, tools, storage yards, and 
eguipment stored therein, buildings and camps, telegraph, 
telephone and other communications systems, loading docks, 
loading racks, shipping f a c i l i t i e s , gaugee, pumping unite, 
tanks, pipe, pipelines, f i e l d gathering lines and systems, 
fittings, meters, valves, gasoline extraction plants, 
processing, conpression, dehydration, extraction plants and 
othar fixturee, f a c i l i t i e s , equipment, appurtenances, 
accessories, buildings and improvements of every kind and 
character and replacements therefor nov or hereefter placed 
or erected on the Subject Leaaee and the Subject Lands, or 
any of then, or ueed or useful thereon or in connection 
therewith. 

G. "Operations Contracts" shall mean a l l valid 
and binding assignments, subleases, easements, farmout 
agreements, farmin agreements, rights-of-vay, participation 
agreements, joint operating agreements, accounting 
procedures, gaa balancing agreements, area of mutual 
intereat agreenente, pooling or unitization orders or 
declarations, pooling or unitization agreenente, drilling 
contracta, service contracts, platforn leaae agreementa, 
platform conatruction agreementa, "dry-hole" agreementa, 
*bottom-hole" agreementa, advance paynent agreementa, 

3 



production sales contracts, hydrocarbon transportation 
agreements, recoupment agreements, and other egreements 
pertaining to the ownership, exploration, development, or 
operation of any Subject Lands or Subjecu Leases, or the 
marketing of any Hydrocarbons from any Subject Lands or 
Subject Leases that either exist as of the date hereof or 
are hereafter entered into in the ordinary course of 
business by the Mortgagor, and a l l amendments, 
substitutions, extensions, renewals, and ratifications of, 
to, or for any cf the foregoing that either exists as cf the 
date hereof or ara hereafter entered into in the ordinary 
course of business by the Mortgagor. 

H. "Production Sale Contract" shall mean a valid 
and binding contract now in effect, whether executed by the 
Mortgagor or it s predecessor in interest, or hereafter 
entered into by the Mortgagor for the sale, purchase, 
exchange or processing of Subject Hydrocarbons. 

I . "Rights" shall have th*. meaning stated in 
Section 1.1 below. 

J. "Second Priority Mortgage" shall mean that 
certain Act of Collateral Mortgage and Pledge granted by the 
Mortgagor securing a collateral mortgage note of the 
Mortgagor in the principal amount of $425,000,000. 

K. "Subject Hydrocarbons" shall mean 
Hydrocaroons which are in, under, upon, produced, or to be 
produced from the Subject Lands or Subject Leases. 

L. "Subiert Lands" shall mean the landa, the 
description of which i s either given in Exhibit A or 
incorporated in Exhibit A by reference to another instrument 
or document, and which includea any lands nov or hereafter 
unitized or pooled vith such lands. 

M. "Subiect Leases" shall mean the Oil and Gaa 
Leases and tha fee, mineral, royalty, overriding royalty, 
and other interests described in Exhibit A hereto. 

And nov, in order to secure the f u l l , due, and 
punctual paynent of a l l indebtedness evidenced by the 
Mortgage Note, whether ncw existing or hereaftar arising, 
and/or any extension or renewal thereof, ae well ae a l l 
costs, taxes, assessments, charges, insurance premiums, 
attorneya' and collection feea, and other costs and 
indebtedness incurred or paid hereunder, including the 

4 



reasonable compensation of a keeper, uid any sur-3 advanced 
or expenses or costs i n c u r r e d fey the Bank, (or any receiver 
or keeper appointed hereunder) vnloh are nade or incurred 
pursuant t o , or permitted by, thu terms hereof, plu-? 
i n t e r e s t a t the r a t e herein s p e c i f i e d or otherwise agreed 
upon, from the date of the advances or the i n c u r r i n g of such 
expenses o r costs u n t i l reimbursed, and t o secure the 
f a i t h f u l performance and observance of a l l o b l i g a t i o n s , 
agreements, covenants and s t i p u l a t i o n s contained herein and 
i n the Mortgage Note ( a l l of the preceding being h e r e i n a f t e r 
sometimes c o l l e c t i v e l y r e f e r r e d t c as the "Indebtedness"), 
the Mortgagor declares t h a t i t does i>y these presents 
mortgage, a f f e c t , pledge, assign and hypothecate t o thc 
Bank, whether the Mortgage Note may be held by the Bank as 
an o r i g i n a l o b l i g a t i o n or i n pledge, whether now owned or 
hereafter acquired, w i t h o u t any warranty of t i t l e , express 
or i m p l i e d , a l l and the s i n g u l a r the f o l l o w i n g described 
property: 

A. A l l of the Mortgagor's i x g h t , t i t l e and i n t e r e s t 
i n and t o the Subject Leases described i n E x h i b i t 
A attached h e r j t o . Said i n t e r e s t s h e r e i n a f t e r are 
c o l l e c t i v e l y r e f e r r e d t o as the "Mortgagor's 
I n t e r e s t . " 

B. A l l of the Mortgagor's r i g h t , t i t i e and i n t e r e s t 
i n and t o the Subject Hydrocarbons (and a l l 
proceeds of the sale thereof) a t t r i b u t a b l e t o 
Mortgagor's I n t e r e s t and a l l of the Mortgagor's 
r i g h t , t i t l e and i n t e r e s t i n and t o any take-cr-
pay, gas balancing or other p.iyments or 
prepayments w i t h respect t o the Subject 
Hydrocarbons, the Production Sales Contracts, the 
Subject Landa and the Subject Leases. With regard 
t o the undivided i n t e r e s t s of the Mortgagor i n and 
t o the Subject Hydrocarbons anu a l i Hydrocarbons 
i n , on and under and i n storage and t h a t may be 
produced, saver''., or sold from or a t t r i b u t a b l e t o 
th e property r e f e r r e d t o i n the foregoing 
paragraph A and the proceeds from the sale 
t h e r e o f , t h i s a c t s h a l l bc construed, as a pledge 
of the Mortgaqor's i n t e r e s t i n such Hydrocarbons 
pursuant t o La. K.S. 31:204. 

C. A l l of the Mortgagor's r i g h t s ind i r . * crests i n , t o 
and under or derive d from a l l of the presently 
e x i s t i n g pooling and u n i t i z a t i o n agreements, 
operating agreements, o i i and gas processing 
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contracts and agreements, Production Sa.le 
Contracts, Operatione Contracta, and a l l other 
contracts, agreemante, end inetrumente that relete 
to Mortgagor'e Intereat or to tha production of 
Hydrocarbons fron or attributable thereto. 

D. All of the Mortgagor'a intereat, now or hereefter 
acquired, in end to the Operating Equipment end 
a l l property and fixturee, including corporeal 
movables, now or hereafter aituated upon or fixed 
to Mortgagor'a Intareet, the Subject Landa, the 
Subject Leases and dedicated to the uae and 
exploitation of nineral righta covered or affected 
by Mortgagor's Interest including ths 
participation or incluaion of any of Mortgagor'a 
Intareet in eny unit or unite, or eny pert 
thereof, and owned or uaed in connection with the 
exploration, development or operation of 
Mortgagor's Intsrsst or for ths production, 
treeting, storing or transportation of 
Hydrocarbons. Thia Mortgage ehall attach to a l l 
auch corporeal movable property in accordance with 
the provisions of La. R-S 31:203. 

E. All proeeede of the foregoing. 

F. All changee to, or renewala, exteneions, or 
ratifications of, any of the inetrumente or itema 
deecribed et A through E above, or of any 
inatrument relating thereto, and a l l contracta, 
operating egreementa and opereting righta, 
racorda, loga, easements, aurface leasss, permits, 
licensss, hereditaments and appurtenances nov 
exieting or in ths future obtained in connection 
vith my of the aforesaid, and a l l other things of 
value and incident thereto vhich the Mortgagor may 
at any time hava or be entitled to. 

Al l of the Mortgagor'a righta, intareats and 
properties hereinabove deecribed or referred to under 
headings A, B, C, D, E, and F are hereinafter sometimes 
collectively referred to ee the "Mortgaged Property." 
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ARTICLE I 

Pledge and C o l l a t e r a l Assignment 

1.1 Pledge and C o l l a t e r a l Assignment- As further 
sscurity for ths payment of the Indebtedness including any 
indebtedness or obligations secursd by a pledge of the 
Mortgage Note, the Mortgagor hereby transfers, pledges, 
assigns, warrants and conveys to the Bank, affective as of 
ths data hereof, at 7:00 A.M. (a) a l l of Mortgagor'e right, 
t i t l e and intareet nov or hereafter acquired in a l l 
incorporeal righta that are or may be incidental or 
accessory to the Mortgaged Property or ite uee, whether or 
not evidenced in writing or now exieting or arising 
hereafter (the "BlaMs."), including but not limited to the 
folloving (i) the right to receive proceeds attributable to 
the sale, lease, insurance loss or condemnation of the 
Mortgaged Property; ( i i ) righte under service, maintenance 
or varranty contracts with regard to the Mortgaged Property; 
and ( i i i ) righta under trade names, patents or copyrights 
thai are aubject to use in connection vith the Mortgaged 
Property or the Mortgagor's :- siness or other activities 
vith regard thereto; and (b; i l l Subject Hydrocarbons vhich 
ars thereafter produced from and vhich accrue to the 
Mortgaged Property, and a l l proceeds therefrom. All pertiee 
producing, purchasing or receiving any such Hydrocarbons, or 
having such, or proceeds therefrom, in their possession for 
vhich they or others are accountable to the Bank by virtue 
of the provisions of this Article, are authorized and 
directed to treat and regard the Bank aa the pledgee, 
aeeignee and transferee of the Mortgagor and entitled in the 
Mortgagor'a place and stead to receive such Hydrocarbona and 
a l l proceeds therefrom. 

1.2 Certain Righte and Povers of the Bank. The 
Mortgagor authorizes and empovers the Bank to demand, 
collect and receive a l l of said pledged interest in and to 
Subject Hydrocarbons and Fights pledged and collaterally 
assigned hereunder, the income and proceeds therefrom, and 
to execute and deliver a l l releases, receipts, division 
orders, transfer orders and other instruments as may be 
desired, required or necessary to have such production and 
the proceeds therefrom paid directly to the Bank. The Bank 
is and ahall be authorized to endorse, negotiate and cash 
any and a l l checks, drafts and money orders payable to the 
Mortgagor alone, to the Bank, for account of tha Mortgagor, 
or to both the Mortgagor and the Bank, received in 
connection vith, in payment of, or as proceeds from 
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production of said pledged and collaterally assigned 
interests. Rights and the Mortgaged Property herein 
mentioned, and to receive and apply the proceeds therefrom 
as hereinabove set forth. 

ARTICLE I I 

Events Qf Default 

2.1 Events ttt D3fflV.lt- The failure to pay tht 
Mortgage Note upon demand ohall constitute an Event of 
Defeult hereunder. Upon the occurrence of an Event of 
Default, the Bank, at ite option, nay declare the entire 
unpaid principal of and the interest accrued on the Mortgage 
Note and a l l other Indebtedness secured hereby to be 
forthwith due and payable, without any notice or demand of 
any kind, both notice and demand being hereby expressly 
waived. 

ARTICLE I I I 

Enforcement al th'# Security 
3.1 Remedies on Default. The Mortgagor for i t s e l f , 

ite successors and assigns, does by theee presents stipulate 
that i t shall be lawful for, and the Hortgagor hereby 
Authorizes the Bank, upon the occurrence and during the 
continuance of any Event of Default, tc cause a l l and 
singular the Nortgaged Property to be seized and aold by 
executory process, vithout appraisement, either in i t a 
entirety or in lots or parcels as tha Bar : may determine, to 
the highest bidder for C£!«h, cr on euch terms aa the Bank in 
such proceedings may direct; and tho Hortgagor for itaelf, 
ita euccessors and assigns, ticreby acknowledges the 
Indebtedness secured hereby, whether now exieting or to 
arise hereafter, and confesses judgment thereon i f the same 
are not paid at maturity. The Bank aay, at i t s option, 
exercise any rights of the Hortgagor under the Righta. 

3.2 Waiver of Appraisement. Other Rights, etc. To the 
extent allowed by lav, tha Hortgagor hereby valves (a) the 
benefit of appraisement, as provided in Articles 2332, 2336, 
2723 and 2724 of the Louisiana Code of C i v i l Procedure, and 
a l l other lave conferring the eame; (b) the demand and three 
daya delay accorded by Articles 2639 and 2721 of the 
Louiaiana Code of C i v i l Procedure; (c) the three days delay 
provided by Articlea 2331 and 2722 of the Louisiana Code of 
Civil Procedure; and (d) the benefit of the other proviaiona 
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of Articles 2331, 2722, and 2723 of the Louisiana Coat of 
Civ i l ocedure and any other articles not specifically 
ment ior. ̂ d above. 

3.3 Judicial Proceedings. Upon the occurrence of an 
Event of Default and i f such event ehall be continuing, the 
Bank may proceed by a suit or suits in equity or at lav, 
vhether for a foreclosure hereunder, or for the sale of the 
Mortgaged Property, or for the specific performance of any 
covenant or agreement herein contained or in aid of the 
execution of any pover herein granted, or for the 
appointment of a receiver or a keeper pending any 
foreclosure hereunder or the sale of the Mortgaged Property, 
or for the enforcement of any other appropriate legal or 
equitable remedy. 

3.4 Operation of the Mortgaged Property bv the Bank. 
Upon the occurrence of an Event of Default, and in addition 
to a i l other rights herein conferred on the Bank, the Bank 
or i t a agent i s hereby appointed a keeper of the Mortgaged 
Property pursuant to the terms end provisions of Louisiana 
Revised Statutes 9:5131 SLW sea. The keeper may operate the 
same vithout any l i a b i l i t y to the Mortgagor in connection 
vith euch operatione, and the keeper uhall have the right 
(a) to enter into and upon and take possession of the 
Mortgaged Property, to lease the same, collect and receive 
a l l rents, issues and profits thereof and apply the aaae, 
less the necessary expenses of collection thereof, for the 
care, operation and preservation of the Mortgaged Property, 
including., vithout limitation, the payment of fees, 
insurance premiums, cost of operation of the Mortgaged 
Property, taxea, assessments, intereet, Densities and vater 
charges; (b) to collect, receive and receipt for a l l 
Hydrocarbona produced and aold from the Mortgaged Property, 
to make repaira, purchase machinery and equipment, conduct 
work-over operations, and d r i l l additional ve i l s ; and (c) to 
exercise every pover, right and privilege of the Mortgagor 
vith respect to the Mortgaged Property. The keeper ahall be 
reasonably compensated for i t s services by the Mortgagor and 
such obligation shall be secured by the mortgage and pledge 
herein granted. 
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ARTICLE IV 

Miscellaneous Provisions 

4.1 Indebtedness. The maximum amount of Indebtedness 
t- be secured by the mortgage lien and pledge created by 
this Mortgage shall not exceed at any one time outstanding 
the sum of $10,000,000. 

4.2 Renewals. Amendments and Other Security. Renewals 
and extensions of the Indebtedness may be made at any time 
and amendments may be made to agreements relating to any 
part of such Indebtedness or the Mortgaged Property and the 
Bank may take or may now hold other security for i t s 
Indebtedness without notice to or consent of the Mortgagor. 
The Bank may resort f i r s t to such other eecurity or any part 
thereof or f i r s t to the security herein given or any part 
thereof, or from time to time to either or both, even to the 
partial or complete abandonment of either security, and such 
action shall not be i waiver of any rights conferred by thie 
Mortgage, which shal- continue as a mortgage and pledge upon 
the Mortgaged Property not expressly released until the 
Mortgage Note and a l l other Indebtedness secured hereby ie 
fully paid. 

4.3 Unenforceable or Inapplicable Provisions. I f any 
proviaion hereof or of the Mortgage Note ia invalid or 
unenforceable in any jurisdiction, the other provisions 
hereof or of the Mortgage Note shall remain in f u l l force 
and effect in euch jurisdiction, and the remaining 
provisions hereof shall be liberally construed in favor of 
the Bank in order to effectuate the provisions hereof, and 
the invalidity of any provision hereof in any jurisdiction 
shall not affect the validity or enforceability of any euch 
prevision in any other jurisdiction. 

4.4 Rights Cumulative. Each and every right, power 
and remedy herein given to the Bank shall be cumulative and 
nor excluaive; and each and every right, power and remedy 
whether specifically herein given or otherwise existing may 
be exercised from time to time and so often and in such 
order tie may be deemed expedient by the Bank, and the 
exercise, or the beginning of the exerciee, of any euch 
right, power or remedy shall not be deemed a waiver of the 
ight to exercise, at the same time or thereafter, any other 

right, power or remedy. No delay or omission by the Bank in 
the exerciee of any right, power or remedy ahall impair any 
such right, power or remedy or operate as a vaiver thereof 
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or of any othar right, power or renedy then or thereafter 
exiating. 

4.5 Waiver bv the Bank. Any and a l l covenante in thia 
instrunent nay fron tiae to tine by instrument in writing 
signed by the Bank be vaived to auch extent and in euch 
manner as chs Bank may iesire, but no auch waiver ahall ever 
affect or impair tha Bank'a righta or liana hereunder, 
except to the extent specifically atated in auch written 
instrument. 

4.6 Succeesors and Assigns. Thie inatrument ia 
binding upon the Mortgagor, and the Mortgagor'a aucceaaora 
and assigns, and ahall inure to the benefit of the Bank, i t s 
successors and assigns, and the proviaiona hereof ehall 
likewise be covenante running with the land. 

4.7 Article and Section Heading!• The article and 
section headings in thia instrument are inserted for 
convenience of reference and ehall not be conaidered a part 
of thia inatrument or uaed in i t s interpretation. 

4.8 CONSTRUCTION. THIS INSTRUMENT IS IN ALL RESPECTS 
TO BE CONSTRUED UNDER THE LANS CP THE STATE OF LOUISIANA AS 
A SPECIAL NORTGAGE, HYPOTHECATION, PLEDGE AMD COLLATERAL 
ASSIGNMENT AND CONFESSION OF JUDGMENT BY THE HORTGAGOR IH 
FAVOR OF AND FOR THE BENEFIT OF THE BANK, TO SECURE THE 
PAYMENT AND PERFORMANCE OF ALL INDEBTEDNESS. 

4.9 Waiver. The partiea hereto waive tho production 
of any mortgage, conveyance, and tax certificates and agree 
to hold the undersigned Notary harmless in the premises. 

4.10 Authentic Act. The Hortgagor further agreea that, 
in the event any proceedings are taken undar thia Mortgage 
by way of executory process or otherwise, any and a l l 
declarations of the facta made by authentic act before a 
Notary Public and ln the presence of two witnesses, by a 
parson declaring that auch facts l i e within hie knowledge, 
ehall constitute authentic evidence of such facts for the 
purposes of executory proceas. 

4.11 Second Priority Mortgaga- Thia Mortgage ia 
superior to and haa priority over the Second Priority 
Hortgage. 
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NOW, PERSONALLY INTERVENES the undersigned 
intervenor, acting on behalf of the Bank, hereby accepts 
thia Nortgage. 

THUS DONE AND PASSED, in multiple originals, 
before ne, the undersigned Notary Public, in and for the 
County of Harris, State of Taxaa, in the presence of the 
undersigned competent witnesses, vho have hereto sign*.! 
their names with said appearers and ne, eaid Notary Public, 
after due reading of the vhole, on the lat day of Novenber, 
1989. 
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CERTIFICATE OF ASSISTANT SECRETARY 

OF 

CHALLENGER MINERALS INC. 

I , ALEXANDER A. KREZEL, a duly elected, q u a l i f i e d and acting 

Assistant Secretary of CHALLENGER MINERALS INC., a California 

corporation (the "Coinpany"), DC HEREBY CERTIFY that attached hereto 

i s a true and correct copy of resolutions duly adopted by the 

unanimous w r i t t e n consent of the Board of Directors of the Company 

on October 27, 1989, and that such resolutions have not been 

.-evoked, rescinded or amended i n any respect and are i n f u l l forca 

and effect on the date hereof. 

IN WITNESS IHEREOF, I have hereunto set my hand and tha seal 

of the Company 1989. 

(SEAL) 



COMPANY: Challenger Mine ra l s I n c . ( the "Company") 

ITEM: Resolutions of the Board of Directors 

SUBJECT: Authorization of Execution of $8,000,000 
Collateral Mortgage Note, Collateral Mortgage 
and Pledge, Collateral Pledge Agreement, and 
Related Documents 

DATE: October 27, 1989 

RESOLVED that the President or any Vice President of the 
Company be, and each of them hereby i s , authorized, empowered and 
directed to execute for and in the name and on behalf of the 
Coinpany the following instruments: 

(1) One (1) Collateral Mortgage Note of the Company (the "Mortgage 
Note") in the principal amount of Eight Million Dollars 
($8,000,000.00) payable on demand to Bearer, and bearing 
interest at the rate of eighteen percent (18%) per annua from 
the date until paid; 

(2) Collateral Mortgage and Pledge by the Company (the "Mortgage") 
in favor of the Bearer of, and securing payment of, the 
Mortgage Note, said Mortgage to affect certain mineral rights 
owned by the Company in or offshore the State of Louisiana and 
a l l corporeal movables located thereon, and a pledge of a l l 
production and incorporeal rights related thereto, a l l as 
described in the Mortgage; the Mortgag-. to include a 
confession of judgment, indemnifications, waiver of benefits 
of appraisement, demand, notice and delay, and such further 
terms and conditions as the said officer in his sola 
discretion deems necessary and proper; 

(3) Collateral Pledge Agreement by the Company which pledgee the 
Mortgaga Note to any future holder or holders of ths Nortgage 
Note as security for a l l present and future indebtedness owed 
to such holder or holders; said pledge to contain such further 
terms and conditions as the said officer in his sole 
diecretion deems necessary and proper; and 

(4) Such other documents, consents, notices, agreementa, 
certificates and other instruments as may from time to time 
be requi rea and which may be necessary, appropriate or 
desirable, in said officer's sole discretion, in order to 
effect the purposes of these resclutions and accomplish the 
purpose of the transactions contemplated thereby; 

a l l of the foregoing to contain such terms and conditions as the 
said officer in his sole discretion shall deem neceaaary and 
advisable, the execution and delivery thereof by said officer to 
be conclusive evidence of the approval thereof; and i t was further 



RESOLVED that the said o f f i c e r be, and he hereby i s , 
authorized, directed and empowered to execute and deliver for and 
i n the name and on behalf of ths Company any and a l l such further 
documents and t o do or cause to be done any and a l l such further 
acts and things as he in his sole discretion shall deem necessary 
and proper i n connection with these resolutions; which acts and 
things heretofore done and to effectuate the purposes or purpose 
of chei>e resolutions are hereby i n a l l respects r a t i f i e d , confirmed 
and approved as authorized acts of the Company. 



EXHIBIT A 
To Act of Collateral Hortgage and Pledge 

dated as of Novaabar 1, 1989, froa 
Challenger Hlnerala Inc. 

rREAHBLE 

1. Depth limitations, conversion options after 

payout and deacriptiona of working intereata, net revenue 

intereets and overriding royalty interests before or aftar 

payout, or the Hating of any other percentage, decimal or 

fractional intereat in this Exhibit A shall not be deened to 

limit or otherwiae diminish the interests being subjected to 

ths lien, eecurity interest and encumbrance of the Nortgage. 

I t i s intended that the Mortgage shall cover and affect the 

Mortgagor's entire preaent and future intereat in each Oil 

and Gaa Leaee deacribed in thia Exhibit A. 

2. Sone of the land descriptions in this 

Exhibit A nay refer only to a portion of the land covered by 

e particular Oil and Gaa Leaae. Thia instrument i s not 

United to the land deacribed in Exhibit A, but the Mortgage 

is intended to cover the entire interest of the Hortgagor in 

each Oil and Gaa Leaae described in Exhibit A even i f such 

intereat relates to land not specifically described herein. 

Reference i s made to the land descriptions contained in the 

Oil and Gas Leases dsscribed in this Exhibit A. 



3. A statenent herein that a certain interest 

described herein ie subject to the tems of certain 

deecribed or referred to agreenents, instruments or other 

natters shall not operate to subject euch interest to any 

euch agreenent, instrunent or other natter except to the 

extent that auch agreenent, instrunent or natter ie 

otherwise valid and presently subsisting, nor shall such 

statement be deemed to constitute a recognition by the 

parties hereto that any such agreement, instrument or other 

matter ie valid and presently subsisting. 

4. The Mortgage i s being executed in several 

counterparta, each of which ie an original and a l l of which 

are substantially identical end ehall together constitute 

but one and the eame Mortgage except that, to facilitate 

recordation and fi l i n g , there ie or may be attached to each 

counterpart which i s to be recorded and filed only that 

portion of Exhibit A which containa the description of the 

properties located in the parish or pariahes (or offahore 

and adjacant to the pariah and pariahes) where that 

particular counterpart w i l l be recorded and filed. Complete 

counterparta of the Mortgage have been delivered to the 

Mortgagee. 
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EXHIBIT "A" 

Prospect: West Cameron Block 391 
OfTshore Louisiana 

Pagel 

Oil and Gas Leaae dated July 1,1983, designated by Serial No. OCS-0 5316, by and 
between U.S. Department cf the Interior, as Lesaor and Elf Aquitaine, Challenger 
Minerals Inc., et al, as Lessee, and covering all of Block 391, Weat Cameron Area, 
West Addition, aa ahown on OCS Louisiana Leasing Map, LAI A. 

WI 
.20000 

NRI 
• X O v O O O 



EXHIBIT "A" 

Undeveloped / .ereage 
Prospect- Eest Cameron Block 43 

Onahore Louiaiana 
Pagel 

Oil and Gas Lease dated July 1,1988, designated by Serial No. OCS-G 9440, by and 
between USA, as Lessor and Challenger Minerals Inc. and Huffco Offahore Inc., aa 
Lessee, and covering all ofBlock 43, Eaat Cameron Area, as shown on OCS Louisiana 
Leasing Map LA2. 

WI 
.5000 

NRI 
.4091665, 



EXHIBIT "A 

Prospect: West Delta Area Block 50 
Offshore Louisiana 

Pagel 

Oil and Gas Uase dated April 1,1982, designated by Serial No. OCS-G 5050. by and 
between Bureau of Land Management, aa Lessor and Louisiana Land & Exploration 
and Pelto Oil Company, as Leasee, and covering that portion ofBlock 50, Weat Delta 
Area, Louiaiana Map No. 8, wb'ch is more than three geographical miles seaward 
from the line described in the Supplemental Decree of the United Statea Supreme 
Court, June 16,1975 (United States v. Louisiana, 422 U.S. 18). 

From the surface to a depth of3600 ceet 

ORRI 
.028333 

Below the depth of3600 feet 

WI NR. 
.25000 .208bJ3 



EXHIBIT "A" 

Prospect: Main Pass Block 65 
Offahore Louiaiana 

Pagel 

l i and Gaa Lease dated July 1,1983, designated by Serial No. OCS-G 569?, b/ and 
between united States of America, Gulf of Mexico OCS Region. r4<aev?lt 
Management Service, as Lessor end ToUl P'lrcleum, Inc., as Lessee, aud cov, ring all 
ji Block 65, Main Paaa Area ear. Breton Sound Area, aa ahown on OCS Lc liafana 
Leasing Map LA 10. 

WI 
.20000 

NRI 
.1626666 



EXHIBIT b 

COLLATERAL MORTGAGE MOT? 

$8 ,',(. '/,000 Hovemoer 1, 1989 

FOP. VALUE RECEIVED, on demand, thtt undersigned (the 
"Maker"' pro*«is*a to pey tc Bearer at thtt offices of BANK OF 
AMERICA HATTON ali VBtoST SAVINGS ASSOCIATION, GLOBAL AGENCY 
UNIT, ll'.- Montgon*../ ^V.-at, 14th Floor, San Francisco, 
California 94104, th.* of Eight Million Dollara ($8,000,000), 
with interest ther een at tha rata of eighteen percent (18%) par 
annua fron tho date hereof until paid. 

In tha event thia note s*m:ld be placed in thtt hands of 
an attorney aftar i t s maturity, tc institute legal proceedings to 
recover thn amount hereof, or any fi*rx hereof, in principel or 
intereat, or to protect the nterest; of the ho der hereof; or in 
the event the esse should bs placed ir* the H?nds of an attorney 
for c r i leet ion, compromise or otbfir action, the Maker binds 
i t s e l f to pay the reasonable feee of the attorney who may be 
employed for that purpose. 

Tre Maker and a l l endorsers and guarar.tore hereof 
sev?*-ally a? d expressly waive presentment for payment, demand, 
notice of r >n-payment, protest, and a l l pleas of division and 
discus-i.n, and agree that tha time of payment hereof may be 
ext ended fran time to time, one or more timea, without notioe of 
such extern* '.on or extension* and without previous consent, hereby 
binding thei selves, \n aoli't, unr*n4£tiTOal!y :.nd es original 
promisors fo*: fc».e pei nent hereof, in prinoip*!, interest, costs 
and attorneys »s. 

THIS NOTE SHALL 3E CONSTRUED IM ACCORDANCE WITH AND 
GOVERNED BY THE LAMS OF THE STATE OF JOUI iilANA. 

"He Varietur" 

F o r i d e n t i f i c a t i o n wi th an 
Aot of C o l l a t e r a l Mortgage 
amd Pledge, passed before me 
t h i s l a t of November, 1989. 

NOTARY PUBLIC 

C"\LLIMIKTkALS IHC. 

By: 
John '4. Ry. 
Vioe Presi< 

'an 
dent 
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SAMEDAN OIL CORPORATION 
I N GLENS' OROUuH, V IMT I 140 
HOUSTOH, TEXA8 77W7-32S? 

(713) 872-5391 

Minerals Management oervi.ce 
Gulf of rUtxxro Ret ion 
1201 r.im\.ood Park Blvd. 
Mmr Orleans, Loui.sj.ana TOI 23-22'i4 

Attn: Ms. L Sell* Boats 
L«v« -1 

October 4, 1rB9 
R E C E I V E D 

OCT 6 1989 

Mfsmn 
Leasing* 

ASSIGNMENT OF OV• JIRJUIWG ROYALTY INTEREST 
BLOCK 50, NEST Del?/. 
OCS-G 5050 

Osntlsssnt 

Enclosed i s cat (1) fu l l y executed copy of an Assignment of Overriding Royalty 
Intsrsst froo Louisiana Land and Bxplorati an Company co Saaedan Oi l 
Corporstion covsring ths captioned irea. 

Ws hsvs snclossd a check in ths saount of twenty-five 1ol?ai a ($25.00) for tiis 
required f i l i n g f e e 

Plssss refer to New Orleans Ka ace 1 lane j JS Pile so. 115 for S.imed<n Oi l 
Corporstion snd F i l e No. 00083 for Louisisns Land snd Exploration Coapany to 
review documents gualifyimi ssxd psrt iss to hold Isssss xn ths Ou^er Continental 
Phslf in ths Gulf of Mexico. 

Ws hsrsby reguest ths snclossd Asstgnsert. to bs f i l ed in arcades J S with ths MMS 
procsdurss for A- -nusents of Overriding Royalty Intsrsst . 

Very truly yours, 

SAMSJAU O I L CORPORATION 

/ 
Dsn o. Dinges 
Vice President 



i 

ASSIGNMENT OF OVERRIDING KOYALTY INTEREST. BILL OF SALE AMD COMYEYAMCE 

This Assignment of Overriding Royalty Interest, B111 of Sale and 

Conveyance ("Assignment"), dated Sl^wtot\o(nffi. 1s fron THE LOUISIANA 

LAND AND EXPLORATION COMPANY, a Maryland corporation (herein called 

"Assignor"), whose address Is 2950 North Loop West, Suite 1200, 

Houston, Texas 77092-8862, to SAMEDAN OIL CORPORATION, a Delaware 

corpo-ation (herein called "Assignee"), whose address Is 350 

6?enb«i '.ujh, Suite 240, Houston, Texas 77067-3299. 

Û e (EAS, Assignor and Assignee are parties to that certain 

Purchase Agreement (said Purchase Agreeaent, together with all 

exhibits thereto, as aaended by letter agreeaents dated June 21, 1989 

and August 8, 1989, be<ng referred to 1n this assignaent as tha 

"Purchase Agreenent") dated June 20, 1989, and pursuant to the teres 

and condition'* thereof, do hereby enter Into and execute this 

Assignaent ( i l l capitalized teres appearing herein, unless otherwise 

expressly Indicated, having the meaning ascribed in the Purchase 

Agreeaent); 

NOM THEREFORE, for Ten Dollars ($10.00) and other good and 

valuable consideration, tht receipt and sufficiency of which are 

hereby acknowledged bj Assignor, Assignor hereby transfers, grants, 

bargains, sells, conveys and assigns (horein referred to as tht 

"Trarsfer") to Assignee, tht following described Inttrtsts of Assignor 

(th-a "Asstfs"): 

(A) All of Assignor's overriding royalty Interest In ard to tht 

oil and gas ltast described In and by Exhibit "A" attachtd fitrtto and 

•adt a part hereof (htrtin rtftrrtd to as tht "Ltast') and all 

production therefroa or attributable thereto, togtthtr alth all of 

Assignor's right, title and Inttrest In and to tht wells, ptrsonal 

property, fixtures, facilities, pipelines and equipment attrf VJ table 

to or ustd t i connection 'ilth tht production, treatment, processing, 

gatharing, salt of disposal of hydrocarbons, wattr or othtr substances 

produced therefrom (tht "Equipment"). 

(H) Al; of Assignor's rights undtr and by virtut of tht 

Contracts (it ciescrlbtd 1n paragraph 2(b) below). 
RECEIVED 

OCT 6 1989 



(C) All other rights and benefits relating to the Assets 

purchased by Assignee pursuant to the teres of the Purchase Agreement. 

TO HAVE AMD TO HOLD the Assets unto Assignee, Its successors and 

assigns, forever. This Assignment Is made and accepted on the 

following terms, conditions, limitations and reservations: 

1. Effective Time. This Assignment Is effective as of May 1, 

1989 at 7:00 A.M., C.S.T. (the "Effective Time"). 

2. Warranty Exclusion. Assignor makes no warranty as to title , 

Implied, express, or otherwise, with respect to the Assets, except 

that Assignor specially warrants that there are no transfers, 

conveyances, assignments, Hens or encumbrances arising by, through or 

under Assignor. Assignee shall be deemed to have accepted all of the 

Equipment In Its "as Is, where Is" condition, without any warranty, 

express, Implied or otherwise, by Assignor as to Its merchantability, 

fitness, condition or suitability for Assignee's purposes or 

otherwise. 

(a) Inurement. This Assignment shall be binding on and Inure to 

the benefit of Assignor and Assignee, their respective 

representatives, successors and assigns. 

(b) Agreements. This Assignment Is made subject to all terms 

and conditions of tha Purchase Agreement, the Lease, all operating 

agreements applicable thereto and all othar material agreements to 

which Assignor's Interests In the Laast art subjtct, as described by 

Exhibit "C" to tht Purchast Agreement, as amended, (collectively tht 

"Contracts"), eorrtct copy of which 1s also attachtd htrtto. 

(c) Governing Law. This Assignment and tht legal relations 

bttwttn tht ptrtlts htrtto shall bt govtrntd by and construtd In 

tccordanct with tht laws of tht Stttt of Louisiana. In tht event 

either party Institutes judicial proceedings against tht othtr to 

compel performance of any obligation htrtundtr, tht party who prevails 

In such litigation (either by an ordtr or judgment compelling or 

awarding such performance. In whole or in part, or denying all claims 

for such performance) shall bt entitled to recover reasonable 

attorneys' fttt tnd costs from tht othtr party. 



In Witness Whereof, th is Instrument 1s executed on the dates 

I n d i c a t e d below, and jpon execution by both part ies sha l l be e f fect ive 

as o f the Effect ive T i a e . 

ASSIGNOR 

ATTEST: THE LOUISIANA LAND AND 
EXPLORATION COMPANY 

*^^a^£^gf^Z By: W^A 6/c^> 
H. K I H M l H a i s John A / T i f l H V e s , Vice President 
Assistant Secretary <- / » . t^mt%% Dste: ^ y j g ; \% jfljft 

ATTEST 

ASSIGNEE 

SAMEDAN OIL CORPORATION 



STATE OF TEXAS 

COUNTY OF HARRIS 

The foregoing Instrument was acknowledged before ee this \W[VN day
of September, 1989, by John A. Williams, Vice President of The 
Louisiana Land and Exploration Company, a Maryland corporation, on 
behalf of said corporation. 

My Commission Expires: 

Nolary/PAHc 

I© 5E 
STATE OF TEXAS 

COUNTY OF HARRIS 

The f o r c M n g Instrument was acknowledged before me this 
of September, 1989, by Dan 0. Dinges, Vice Presidant of Same 
Corporation, a Delaware corporation, on behalf of said corporation. 

Ny commission E x p i r e s : 
1 IHCHAU ABIES 

ROTMV PUBUC STATE Of TEXAS 

eo^^OI? 
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