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October 8, 1990 (812) 270-080C

WRITER'S DIRECT DIAL NUMBER 713 220-,

Mineral Kanagement Service
1201 Elmwood Park Elvd.
New Orleans, Louisiana 70123-239%4

Attn.: MS 5421

Re:

0Cs--G-5050

Dear Madam or Sir:

Enclosed please find a recorded copy of a mortagage previously
filed in Plagquemines Parish. The lease affected is 0CS-5-5050.
Pleasc file the document with your office. I am enclosliag $25.00

48 is required.

Please do not hesitate to contact me if yov have any question
regarding this £filing.

Thank you for your attention to this request.

Enclosures

ccs Doug Atnipp

Very truly yours,

Kol £ ke £—

Lori R. Verbeec..
Legal Assistant
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THE STATE OF TEXAS s

$
COUNTY OF HARRIS s
DY. CLERK OF COURT

BE IT KNOWN, that on this /J/A- day of August, 1990,

BEFORE ME, 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:

SCHRODER OIL PINANCING & INVESTMENT COMPANY, INC., a Texas
corporation (“"Grantor"), represented herein by its undersigned
officer, duly authorized by resolutions of its Board of Directors,
a certified copy of which is attached hereto as Exhibit A and
hereby made a part hereof,

who, being duly sworn, did declare and say that Cr-antor
is justly and truly indebted unto any future holder or
holders of the Mortgage Note (as hereinafter dofined) in
the principal sum of $3,000,000.00. To evidence such
indebtedness, Grantor has executed that certain
collateral mortgage note (the "Mortgage Note") of ev.n
date herewith, for the principal sum of $3,000,000.00,
made payable to Bearer, due on demand at the office of
Texar Commerce Bank National Asscciation, at 712 Main
Stree-, Houston, Harris County, Texas 77002, bearing
interest at the rate of 12% per annum from the date
thereof until paid, and for attorneys’ or collection fees
an amount equal to ten percent (10%) on the amvunt due or
sued for, or denied or sought to be preserved or
enforced, which Mortgage Nots (an unexecuted copy of
which is attached hereto as Exhibit B and hereby made
part hereof), after having been paraphed "Ne Varietur" by
me, said Notary Public, for identification with this Act
of Collateral Mortgage and Security Agreement
hereinafter referred to as this “Mozrtgage"), was

liv-rodg to Grantor, who hereby acknowledges receipt
thereof.

Leasing & Envircament

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 contingenv. The Mortgage Note may be
issued and pledged by Grantor as its interests and convenience may
require to secure loans and advances made or to be made or to
secure the debt of Grantor or of any third party. Upen payment of
said indebtedness, the Mortgage Note mey be returned to Grantor



without exiinguishment of the Mortgage herein granted, and may, at
any time and as many 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 full
force and effect to secure the Mortgage Note until the Mortgage
Note has been canceled on its face. As used herein, the term
"Mortgage 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 same 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 amount due or sued for, or denied or sought to be
protected, preserved or enforced.

AND NOW, in order to secure the full, due and punctual payment
of all indebtedness evidenced by the Mortgage Note, and/or any
extension or renewal thereof, as well as all costs, taxes,
assessments, charges, insurance prumiums, compensation of a keeper,
attorney’'s and collection fees, and other rosts and indebtedness
incurred and paid hereunder, and to secure the faithful observance
and performance of all of the obligations, agreements, covenants,
and stipulations contained herein and in the Mortgage Note, Grantor
declares that it 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. All oi Grantor’s jinterest (which is not less
than the interest described in Exhibit 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 is
incorporated in the Exhibit by reference to another
instrument or document, and all lands now or hereafter
unitized or pooled with the lands described in the
Exhibit or which are incorporated in the Exhibit by
reference;

B. All of Grantor’s interest (which is not less
than the percentage interest described in the Exhibit),
now owned or hereafter acquired, with respect to the oil
and gas leases, the oil, gas and mineral leases, the fee,
mineral, working, overriding royalty, royalty and other



interests described in the Exhibit or (whether or not
described in the Exhibit) related to any of the lands
described in the Exhibit or any such leases or interests
as the same 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, titles, interests and estates are subject, or
otherwise;

€. All of Grantor’s rights, now owned or hereafter
acquired, with respect to all operating, unitization and
pooling agreements and orders, now or hereafter existing,
and the properties corered and the units created thereby
(including all units formed under orders, regulations,
rules or other official acts of any federal, state or
other governmental agency having jurisdict‘on) which are
described in the Exhibit or (whether or not described in
the Exhibit) whick relate to any of the propertiss,
interest or lands described in the Exhibit;

D. All of Grantor’s righte, now or hereafter
acquired, with respect to all oil, gas, casinghead gas
and other liquid or gaseous hydrocarbons ( "Hydrocarbons")
and other minerals which are in, under, upon, produced or
to be produced from the lands deascribed in the Exhibit or
which are incorporated in the Exhibit by reference;

E. All of Grantor’s rights, now or hereafter
existing, under all 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
from the lands described in the Exhibit or the leases,
interests or properties described in the Exhibit;

F. All of Grantor’s rights, now or hereafter
existing or acquired, with respect to all subleases,
farmout agreements, assignments of interest, assignments
of operating rights, contracts, operating agreements,
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. All of Grantor'’s rights, now owned or hereafter
acquired, in and to all lease records, well records and
production records which relate to any of the foregoing
properties;



H. All of Grantor’s rights, now or hereafter
acquired, in and to all the personal property, machinery
(surface and subsurface), equipment, facilities and other
property of whatsoever kind or natvre, including
corporeal movables (excluding drilling rigs, drill pipe,
tanks, mud pumps, trucks, automotive equipment or other
property taken to the premises to drill a well or for
cther similar temporary purposes) now or hereaftez
located on or under any of the lands described in the
Exhibit, or on a unit including all or a part of such
lands, and dedicated to the use and exploitation of the
mineral rights affecting such lands, including, but not
by way of limitation, all oil wells, gas wells, water
wells, injection wells, casing, tubing. rods, pumping
units and engines, Christmas trees, derricks, separators,
gun barrels, flow lines, tanks, gas systems (for
treating, disposal or injection), pipe, pipelines,
boilers, compressors, connections, power plants, poles,
lines, transformers, starters, controllers, machine
shops, tools, storage yards and equipment stored therein,
buildings and camps, telephone, telegraph and other
communications systems, roads, loading racks and shipping
facilities, together with all improvements, betterments
and additions thereto and replacements thereof; and

I. All other rights, titles and interests of
Grantor (whether now owned or hereafter acquired by
operation of law or otherwise) in, to and vnder or
derived from the lands, leases and properties described
in the Exhibit, even thougli the Grantor’s interest
therein may be incorrectly or insufficiently described or
referred to in the Exhibit;

together with any and all corrections and amendments to, and
renewals, extensions and ratifications of, any of the foregoing or
of any instrument related thersto and all other things of value
incident thereto which Grantor might at any time have been or may
hereafter become entitled to; and all proceeds and products of any
of the foregoing, each as the sam®? may now or hereafter exist. All
of the aforedescribed properties, interests and rights, subject as
aforesaid, are hereinafter sometimes referred to as the "Mortgaged
Properties”.

SUBJECT, HOWEVER, to the overriding royalties, unit
declarations, operating agreements, contracts, encumbrances,
agreements, restrictions, exceptions, reservations, limitations and
other matters, if any, described or referred to in the Exhibit.

=



SECURITY INTEREST IN PRODUCTION

For the purpose of additionally securing payment of the
indebtedness evidenced by the Mortgage Note and/or any extension or
renewal thereof, as well as all costs, taxes, assessments, charges,
attorney’'s and collections fees, and other costs and indebtedness
incurred and paid nersunder, and independent but cumulative of any
and all other rights and remedies herein provided for, Grantor
heraby GRANTS A SECURITY INTEREST IN, and PLEDGES, ASSIGNS,
TRANSPERS, SETS OVER and DELIVERS unto tke Mortgage Noteholder all
of the following:

(a) All Hydrocarbons and the proceeds therefrom,
produced and to be produced from the Mortgaged Properties
from and after 7:00 a.m., New Orleans time, on
August ___, 1990;

(b) All accounts and proceeds payable to or to
becoi> payable to Grantor <r to which Grantor is and
becoses entitled to nnder all gas sales contracts, all
oil, distillate or condensate sales contracts, all gas
transportation contracts and all gas procesaing contracts
relating to or now or hereafter to become a part of the
Mortgaged Properties; and

(¢) All amounts, sums, 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 ystem or processing plant or
unit now or heresfter constituting a part of the
Mortgaged Properties.

Provided, however, Mortgage Noteholder hereby agrees to permit
Grantor to receive and collect all amounts, sums, revenues and
income attributable to the Mortgaged Properties until the
occurrence of an Event of Default a#s defined in that certain Loan

nt between Grantor and Texas Commerce Bank National
Association.

Grantor hereby authorizes and empowers the Mortgage Noteholder
to demand, collect, receive, receipt for, and hold all of the
production and proceeds thereof described above and to execute and
deliver, in the name of Grantor or in its own name, and release,
receipt, division order, payment order, transfer order,
relinquishments or other instrument that may be required o~
advisable in the opinion cf the Mortgage Noteholder to collect and
receive such production or the proceeds therefrom. Grantor agrees
that such releases, receipts, division orders, payment orders,




transfer orders, relinquishments 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 all respects and shall be
binding upon Grantcor 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 Mortgage
Noteholder, but nay such party shall be fully protected in making
such payment to the Mortgage Noteholder under the pledge and
assignment herein contained. Should the Mortgage Noteholder bring
suit against any such third party for collection of any amouits or
sums inciuded within this pledge, assignment and grant of a
security interest (and the Mortyage Noteholder shall have the right
to bring such suit) it may sue either in its own name or in the
name of Grantor.

Grantor hereby authorizes and directs all 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 Even’. of Default has occurred and without
further notice from Grantor or Noteholder such payments shall be
made as follows: '

Texas Commerce Bank National Association
P. O. Box 2558

Houston, Texas 77252

Attention: Land and Discount Division

and such authorization 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 all
instruments, including, but not limited to, ‘ransfer, 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
all such information (including but not limited to information as
to the ownership of other parties), in connection with the receipt
bx.th: Mortgage Noteholder of such production or the proceeds
therefrom.

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 payment promptly to the Mortgage
Noteholder of the proceeds of production hereby encuwbered, the
Mortgage Note holder shall have the right to make, or to require




Grantor to make, a change in connection and the right to designate
or apprcve the purchaser with whose facilities the new connection
shall be made, without liability or responsibility in connection
therewith, so long as ordinary care is 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 Hortgage Noteholder shall not have the right to change
the conrection or purchaser if doing so will cause Grantor to be in
breach of its obligations to a purchaser.

If, prior to the full payment of the indebtedness evidenced by
the Mortgage Note, all or part of the Mortgaged Properties are
taken for public or quasi-public purposes, either through eminent
domain or condemnation proceadings or otherwise, it is expressly
agreed that any and all sums of money awarded or allowed as camages
or otherwise to Grantor on account cof such taking shall be
delivered to the Mortgage Noteholder, and the same are hereby
assigned and shall be paid Jdirectly to the Mortgage Noteholder and
applied as a credit on such indebtedness in such manner as the
Mortgage Noteholder shall elect, any excess tc be rendered to
Grantor.

Upon the failure of Grantor to pay the Mortgage Note when
demanded by the Mortgage Noteholder, all indebtedness secured
hereby, in its 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 all other
indebtedness of Grantor to the Mortgage Noteholder is paid in full.
Grantor, for itself, its successors and assigyns, does by these
presents agree and stipulate that it shall be lawful for, and
Grantor hereby authorizes the Mortgage Noteholder to cause all and
singular the Mortgaged Properties to be seized and sold by
executory process or other legal process, without appraisement,
either in its entirety or in lots or parcels, as tha Mortgage
doteholder may determine, to the highest bidder for cash or on such
terms and the Mortgage Noteholder in such proceedings may direct;
and Grantor, for itself and its successors and assigns, hereby
acknowledges the obligations secured hereby, whether now existing
or to arise hereafter, and hereby confesses judgment thereon if the
obligations are not paid at maturity. To the extent allowed by
law, Grantor hereby waives: (a) the benefit of appraisement as
provided in Articles 2332, 2336, 2723 and 2724 of the Louisiana
Cocde of Civil Procedure, and all other laws conferring the same;
(b) the demand and three days delay accorded by Articles 2639 and
2721 of the Louisiana Code of Civil Procedure; (c) the notice of
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seizure required by Articles 2293 ani 2721 of the Louisiana Code of
Civil Procedure; (d) the three days delay provided Articles 2331
and 2722 of the Louisiana Code of Civil Procedure; (&) the benefit
of the other provisions of Articles 2331, 2722 and 2723 of the
Louisiana Code of Civil "rocedure and (f) any other articles not
specifically mentioned above.

All remedies herein expressly provided for are cumulative of
any and all other remedies now existing at law, and the Mortgage
Noteholder shall, in addition to the remedies herein provided, be
entitled to avail itself of all 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
authorizes and agrees that the Mortgage Noteholder shall have the
right to appoi: t a keaper of the Mortgaged Properties pursuant to
the terms and provisions of La. R.S. 9:5131 et seq.

The Mortgage Noteholder may resort to any security given by
this Mortgage or to any other security now existing or hereafter
given to secure the payment of the indebtedness secured hereby, in
whole or in part, and in such portions and in such order as may
seem best to the Mortgage Noteholder, in its sole and uncontrolled
discretion, and any such action shall not in anywise be considered
as a waiver of any of the rights, benefits or liens evidenced by
this Mortgage.

This Mortgage shall in all respects be construed under the
laws of the State of Louisiena, including but not limited to La.
R.S. 31:197 et seg. ardi La. R.S. 10:9-101 et seg. as (a) a
mortgage, hypothecation, pledge and confession of judgment by
Grantor in favor of the Mortgage Noteholder, and (b) as a pledge
and assignment of and grant of a security interest in, production
in favor of the Mortgage Noteholder, to secure the payment of the
principal and interest of the Mortgage Note and also to secure all
attorney’'s fees, costs, charges, and the performance of all
obligations of Grantor contalned herein and in the Mortgage Note.

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

The terms, provisions, covenants, and conditions hereof shall
be binaing upon Grantor, its successors and assigns, and shall
inure to the benefit of the Mortgage Noteholder, whether or not
expressly provided for herein.




The Mortgage Note, after having been paraphed "Ne Varietur” by
me, Notary, to identify the same with this Mcrtgage has been
delivered to Intervenor who, on behalf of the Mortgage Noteholder,
&a&ccepts this Mortgage.

THUS DONE AND PASSED in Houston, Harris County, Texas, on the
date first above written, in multiple originals, in my presence and
in che presence of the undersigned competent witnesses, who have
hereunto signed their names with the said Appearers and me, Notary.

ATTEST: SCHRODER OIL FIMANCING &
INVESTMENT COMPANY, INC.
a Texas corporation

By:
ry Bryah, sident

WITNESSES TO ALL SIGNATURE:

éﬁ%ﬁ- INTERVENOR:

TEXAS COMMERCE BANK NATIONAL
Name: y ASSOCIATION

McMur ray, i

tary Public
County of Harris
STATE OF TE X A S

Exhibit A - Secretary’s Certificate
Exhibit B- Collateral Mortgage Note
Exhibit C - Property Descriptions




EXHIBIT A
Secretary's Certificate

-10-



— ‘

EXhigIT B

<ollatera] Mortgage Note
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EXHIBIT C
Property Descriptions
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CERTIFICATE OF CQ:iP) sTE RESOLUTIONS

I, the undersigned, hereby certify to the beliow oued Lank
that I am Secretary of !ichroder 0il Financing & Investmentc Cowpany.
Inc. (the "Corporation®), a corporacion duly organized and existiug
under the laws of the State of Texas; that th: ‘cllowing is a tzue
ansi correct copy of resolutions duly e.iopted by the Roard of
Directors of the Corporation by appropri: te consent or the Baard of
Directors of tl'» Corporation, and that .uch resolutions have .ot
b¢en rescinded nr modified and are in full force a’d effect:

s RESOLVED, that each of the officure af the
Corporation as listed below be and the same -, hereby
authorized and empowered on behalf of the Corporation to
borrow money from Texas Commerce Banr Naticnal
Association ("Bank") in any amount as such officers deem
appropriate, including, without limication, §3,006,000,
and to make, execute and delivex promissory notes,
drafts, bonds or other written ouligations of tiw
Corporation, in such form, date and maturity and at suca
rate of interest, all as such offic. : or officeri: £ the
Corporation may approve, and the Secretary or any
Assistant Seryetary is authorized to affix the corporate
seal to apy such instrument whenever necess or
required, and the execution and delivery by such officer
or officers of such instrument or instruments shall be
conclusive evidence that such officer or officers
approves or approve the term of such *truments:

Name Title Signatu.:= =
Mary Jon Bryan Prus.ident ‘
J. P. Bryan Vice-Prva dent
Avrie’ a5ic Secretary
Mary S. Stewart Secretary/ e
Treasurer ‘(---

2. IT IS FURTHER RESO.LVED, that said ciiicer or
officers are hereby authcvizad in the name 2f the
Corporation to execute securi/cy agreements, financing
statemwr.ts, de>ds of trrst, acts of collateral mortgage,
pledges zivi assic.awents of production, acts of plecge of
cellaceral mor?T.-ige note, a collateral mortgage note and
any and all other security agreements, including
particularly, without limita.ion, those documents
presentad to this Board of "irectors, to pledge as
security for the payment of any such loan or locans, or
extensions of <~redit, and any extensions and renewals
thereof, such avsets of the Crnrporation as may be agreed

A-1



upon between such officer or officers c. tha Corporation
and Bank on behalf of the Corporation, and in its name,
such officer or officer: are hereby author .zed to renew
or extend any loan or loans from time to time, and to
execute and deliver such promissory notes, d-afts, bonds,
or other obligations of the Corporation :hsrvefor, or
endorse such extension or extensions tu a1y notes
theretofor2 qgiven.

3. IT? IS FURTHER RESOLVED, that all documents
authorized to D¢ signed by this resosution shall be in
such form and contain such :terms anci zonditions as the
foregcing officer or of‘icers deem necestary or
appropriate, including, wi<icut limitation, coni.asiore
of judguent, pacts de r ) .cliendando, waivers of
apzruisement, waivers of n tice and delay, consents to
executory process and othexr 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 ‘n Plaquemines and Iberia
Parishes, Louiniona, herewith deucribed in that certain
Act of Collat~yral Mortgage and Security Agreement
presented to this Board of Directors.

4. IT IS FURTHER RESCLVKD, that the authority
hereinabove given to iaid afficer and afficers shall be
unlimited with reipect to ~2cl of the transsctions
referred to in the foregoing res~.uticns and zhall remsin
irrevocable insofar as Bank {8 ccnrerned unless and until
Bank shal.l be not.fiad of tin vevocation, reduction,
restricrion oc lim*vation of such authority and shall
acknuwledge Teceip”. of wuch r..cificatior in writing; and
aiso, that the Secretary or Assistant Sacretary of the
Corporation is authorized under the seal of the
Corporaticn to certify to Bank the adoption of these
resolutions.

e IT IS FURTHER RESOLVED, *hat the foregoing
resolutions shall remain in full fcice and effect until
writtenr notice of their amendnent or resc.ssion shall
have been received by Bank, and that roceipt of said
notice shegll not affect any actio: taken uy Besk prior
thereto.

6. IT IS FURTHEFR ..£€LVED, that without Limitation
of any of the fo.eyuing, t.2\ié resoiution ap;lies to all
matters relating to or in any way connectws with the
consummation ot tha" cert in loan transaction as
evidencsd by the drafcs of thu following documonts which
have baen presented to the Board of lUirectors, to wit:
(a) Loan Agreement crlated Augyust 10, 1990 by and among the
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C rporation and Bank (the “Loan Agreement”), and (b)
Mcte, Deed of Trust, Financing Statemants, Louisiana
Collatsral Documents and other Loan Dc-uments, ail as
defined in the Loan Agreement.

INCUMBENCY

I, the undersigned, further certify that the ofticer or
officers lis%sd above have been duly elected to tiz otfice set
oppositG their respective names, that they cont.inue to hcia such
nf{ices .t the present time, and tha: the 8iq-atures appe.ring
hereon ara the genuine original signatures of 2uch, respectively.

IN WITNESS WHEREOF, I have executed this Certificate, this
[3FA_ day of hugust, 1330.

Title: Sécretarv

Ri\CORP\T™D Sonsadi W\ L TIONL 20, . KXA
$1235.0009

A-3




STATE Or (SXAS
('OUNTY OF HARRIS

BEPORE ME, the undersigne: Notary Public and the undersigned
competent witnesses, personally ~ame and appeared /ha.ny_.ﬂhect-
Secretary of Schroder 0il Fiana cing & Investmeat Compeny, Inc.,
who did acknowledge and declare that ths foregciig certification is
in all respects true and correct.

THUS DONE AND PASSED in my office ir Houoton, Harris County,
Texas, before me, the undersigned competent witnisses this JJfhA_
day of August. 17990.

¥ PUBLI

@1' corp\ b\ schrodar\r. . srial.cer



WENGY

$3,000,000.00 August . 1990

5 FOR VALUE RECEIVED, on demand, SCHRODER O!L FINANCING & INVESTMENT COMPANY,
: INC., a Texas corporation, whose mailing address is 1221 Lamar, Suite 1600, Houston, Texas 77010,
and who is represented by its President, Mary Jon Bryan, promises to pay to the order of Bearer at
the main offices of Texas Commerce Bank National Association, a national banking association, 712
Main Street, Houston, Harris County, Texas 77002, the principal sum of THREE MILLION AND
NO/100 DOLLARS ($3,000,000), with interest thereon at the rate «f eighteen perc-at (12%) per
annum from date until paid.

In case this Note should be placed in the hands of an attor.i.y aftey its maturity, to institute
legal proceedings to recover the amount thereof, or any part thereof, in principal or interest, or 10
protect the interests of the holder or holders thereof, or in case the same should be placed in the
hands of an attorney for collection, compromise or other action, the Maker hereof hereby binds itself
to pay to the owner and holder of this Note attorneys’ or collection fees equal to ten percent (10%)
on the amount due or sued for, or denied or sought to be protected, preserved or enforced.

The maker of this Note and any endorsers, guarantors and sureties hereon severally waive
oresentment for payment, demand, notice of nonpayment, protest and all pleas of division and
discussion, and agree that the time of payment hereof may be extended from time to time, one or
more times, without notice of such extension or extensions and without previous consent, hereby
promises, for the payment hereof in principal, interest, costs and attorney’s fees. No delay on the part
of the holder herecf in exercising any rights hereunder shall operate as a waiver of such rights.

This Collateral Mortgage Note shall be deemed to be made 1'ader and shall be governed by,
and shall be construed according to the internal laws of the State c( Louisiana without giving effect
to the choice of law rules.

SCHRODER OIL FINANCING, &
INVESTMENT COMPANY, INC.

By:
Mary Jon Bryan, President

NE VARIETUR

Por identfication with an Act of Pledge of Collateral
Mortgage Note and Act of Collateral Mortgage and Security Agreement
passed before me at Houston, Harris County, Texas
on this ____ day of August, 1990.

NCTARY PUBLIC IN AND FOR
THE STATE OF TEXAS




ATTACHED TO AND FORMING A PART OF THE
ACT OF COLLATERAL MORTGAGE SECURITY AGREEMENT
DATED August . 1990
FROM

SCHRODER OIL FINANCING & INVESTMENT COMPANY, INC., AS GRANTOR
TO
TEXAS COMMERCE BANK NATIONAL ASSOCIATION, INTERVENOR

PART I
BREAMBLE

This Exhibit C contains this Preamble and the specific
description of those "Subject Leases" and "Subject Interests®
comprising a portion of the "Mortgaged Properties" as those terms
are defined in the Act of Collateral Mortgage, Mortgage, Collateral
Chattel Hortgage, Pledge and Assignment of P tion, (the
*Mortgage") to which this Exhibit C is attached.

1. Rivisions. This Exhibit C may be composed of several
divisions and subdivisions -- at lout.yon. for each state and
county or parish in each state in which any part of the Mortga
Property is located. 1In those mnncn whou a particular oil,
as and mineral lease included amo aged Properties are
ocated in more than one county uh, » division hereof
containing the description of such oil, gas and mineral lezse will
generally include the relevant portion of each of the
counties/ ishes in which any part of such oil, gas and mineral
lease is located. Counties or Parishes containing portions of such
multi-county parish leases may therefore be covered by more than
one division of this Exhibit C. Bach subdivision is in turn
composed of further subdivisions -- each one covering one or more
of the oil, gas and mineral leases included among the Mortgaged

Properties.

The Mortgage may be executed in multiple
cmumrt.l, each o wh.Lch is deemed to be an original for all
purposes although all such executed copies shall evidence and
constitute one and the same Mortgage; provided that it shall never
be necessary for Mortgage Noteholder to produce more than one tnnz
executed counterpart with all divisions to prove the existence o
all such counterparts. The counterpart recorded in a icular
county or parish may have attached to it only the division or
subdivisions of this Exhibit C that contain descriptions of
Mortgaged Properties located in suca county orx parish. Whenever a
recorded counterpart of the Mortgage contains less than all of the
divisions, the descriptions contained in the omitted divisions are
hereby incorporated into said recorded counterpart by reference.

3. Definitions. For all purposes of this Exhibit C, unless
the context otherwise requires, the hereinafter identified terms
have the following mesnings:

C-1




(a) Net Revenue Interest means (i) with respect to
a Unit for which a Net Revenue Interest is stated, that
interest in the applicable Hydrocarbons (as defined in
the Mortgage) produced, saved and sold from such utilized
area which is afforded to Grantor by virtue of its
ownership of the Leases included in whole or in part in
such area after deducting all burdens against the
production therefrom, and (ii) with respect to a Well for
which a Net Revenue Interest is stated, that interest in
the applicable hydrocarbons produced, saved and sold from
the Well which is afforded to Grantor virtue of its
ownership of the Lease (hereinafter defined) on which
such Well is located after deducting all burdens against
the production therefrom.

&b) MWorking Interest means (i) with respect to a

Unit for which a Working Interest is stated, Grantor's

share of the costs of operations conducted thereon, and

iu) with respect to a Well for which a Working Interest

‘;. ltl.tt.d, Grantor’s share of costs of the operation
reof .

(¢) Overriding Rovalty Interest means (i) with
respect to a Unit for which an Overriding Royalty
Interest is stated, that interest in the applicable
Hydrocarbons é“ defined in the Mortgage) produced,
saved, and sold from such unitized area which is afforded
to Grantor by virtue of its 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 interest may be subject, and
(ii) with respect to a Well from which an Overriding
Royalty Interest is stated, that interest in the
applicable Hydrocarbons produced, saved and sold from the
Well which is afforded to Grantor by virtue of its
ownership of such expense-free interest in the Lease
(hereinafter defined) on which such Well is located after
deducting landowner royalties and any other burdens to
which sach interest may be subject.

(d) Well means a well producing or capable of
t:odualng oil and/or gas that is described or referred to
this Exhibit C

.

@) Unit means a unj.t,:gool, or communitized area
descr or referred to in this Exhibit C.

(£) Aftoer Payout or APQ specifies the Net Revenue
Interest and the Working Interest of Grantor after 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,

c-2



or one or more of the agreements to which the affected
property is subject as shown in this Exhibit C.

(g) Eefore Payout 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 thersof,
or one or more of the agreements to which the affected
property is subject as shown in this Exhibit C.

(h) Permitted Encumbrances shall mean (i) minor
irregularities in title which do not (a) materially interfere
with the occupation, use and enjoyment by Grantor of any of
its Mortgaged Properties in the normal course of business as
presently conducted, or (b) materially impair the value
thereof fur such business, (ii) all interests in the Mortgaged
Properties securing obligations owed to, or claimed by, any
Person other than Noteholder, whether such interest is 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, (iii)
liens of landlords, vendors, carriers, warehousemen,
mechanics, laborers and materialmen arising 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, if such reserve as shall be required by generally
accepted accounting principles have been made therafor, (iv)
Permitted Liens under the Loan Agreement of even date herewith
between Grantnr and Texas Commerce Bank National Association,
and (v) the specific mortgages and encumbrances aff-cting each
of the Mortgaged Properties as described in this Exkibit
INSOFAR ONLY as said exceptions and encumbrances are valid and
subsisting and are enforceable against the particular lease
which is made subject to said exceptions and encumbrances are
valid and subsisting and are enforceable against the
particular Lease which is made subject to said exception and
encumbrance.

4. Scope and Fozrmat of Deecription. 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 incluce lands and depth
intervals in which Grantor owns no undivided interest even though
such lands or depth intervals are covered by the Subject Leases;
provided, however, that this provision shall not impair Mortgagee's
rights under the warranty of title contained in the Mortgage. The
format of the description is as follows:

c-3



(a) With respect to each Subject Lease
(hereinafter, a "Lease"), the description incudes the
Lease, the date, the Lessor, the Lesse: the recording
information, the governmental or state serial number
assigned to the Lease (if applicable), and a description
of the lands covered by the Lease. If the recorded
instrument is a short form of memorandum of a Lease, the
term "Lease" shal’ be deemed to include all of the terms
and provisione of the Lease referred to in such short
form or memorandum. Certain property descriptions are in
abbreviated to Sections, Townships, and Ranges. In such
ctloﬁr.lptionl + the following terms may be abbraeviated as
ollows:

Northwest Quarter--NW, NW/4, or NwW/4;
Southwest Quarter--SW, SW/4, or SW/4;
Southeast Quarter--SE, SE/4, or SE/4;
Northeast Quarter--NE, NE/4, or NE/4;
North Half--N/2 or N/2;
South Half--8/2 or S§/2;
Bast Half--E/2 or E/2;
West Half--W/2 or W/2;

The applicable Section, Township, and Range may b»e
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 Runge numbers are followed by an N, S, E or W to
indicate whether the Township or Range is North, South,
East 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. 1In
such cases, the recorded Leases and any amendments
thereof and any other recorded instruments affecting
Grantor’s title 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 refersnce.
In the case of certain federal and state leases, tlre
interests set forth muy b? in the nature of either record
title or operating rights. The land description does not
necessarily signify that Grantor owns the entire interest
in such Lease ar to all of such land or as to all depth
intervals. The statesment of a Working Interest and a Net
Revenue Interest for a Well or Unit does not necessarily
signify that Grantor owns tle 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 Intereat and a Net
Revenue Interest with respect to a Well or Wells
signifies that Grantor owns that Working Interest and Net
Revenue Interest in the Well or Wells with respect to the
intervals in which the Well or Wells are currently
completed, and excludes a unitized area or formation, if
any, included within a Unit which is also described in
this Exhibit C.

(c) Bach Well or Unit with respect to which the
Working Interest and Net Revenue Interest of Grantor is
stated is described as follows: (i) each Well is
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 records of the applicable state or federal
regulatory authority, and (ii) each Unit is described by

' the name by which such Unit is referred to in Grantor’s
records, which may or may not be the nams ucad (if a name
is used) in the instrument creating such Unit.

(d) The matters to which any Lease, Well or Unit
described in this Exhibit C are stated to be subject
within a given Prospect may burden any Lease, Well, or
Unit described in this Exhibit C within the same
Prospect.

B1\CORP\ TCR\ SCHRODER\ ACTOFCOL. . EXC




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

DATED AUGUST /3 , 1990

from

SCHRODER OIL PINANCING & INVESTMENT COMPANY, INC.
AS GRANTOR

to

TEXAS COMMERCE BANK NATIONAL ASSOCIATION
INTERVENOR

PART II
IBERIA PARISH
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State of Louisiana

(State Lease No. 56134)
Frederick B. Kyle, et al
Henry F. Lewis, et al
Helen L. Miotin, et al
Margot B. deGravelle, et al
Lucille P. Dollinger, et al
Mary P. Latham, et al
Margot B. deGravelle

Henry F. Lewvis, Jr., et al

Hclen L. Miotin

Coastal Production
Coapany

James

James

James

James

W. S.

James

James

James

Tames

C. Ruffin

C. Ruffin

C. Ruffin

C. Ruftin

Gordon, Jr.

C. Ruffin

C. Ruffin

C. Ruffin

C. Raffin

01/13/71

03/03/71

03/03/71

03/013/71

61/03/71

04/13/ 71

04/01/71

04/01/71

04/01/71

04/01/71

COB 562
Entry 151987

COB 568
Entry No. 153291

COB 568
Entry No. 153292

COB 55A
Entry No. 153293

CoB 568
Entry No. 153294

COB 567
Entry No. 153131

co% 569
Entry No. 153634

COB 569
Entry No. 153635

CoB 569
Entry No. 153"

COB 569
Entry No. 153637

*See

*See

*See

*See

*See

*See

*See

*See

*See

- The leases described cn this exhibit are assigned insofar, and oniy insofa~-, as the lands covered by said

situated within the

Below

Below

Below

Below

Below

Below

Below

Below

Below

Below

leases are

unit confines of the DISC 14 RE SUA and DISC 15 RE SUA Sands as created by the Louisiana

Department of Conservation Orders 434-A-5 and 434-B-5; said orders being respectfully recorded in COB 866, Folio 689
under Entry No. 85-820 and COB 866, Folio 692 under Entry No. 85-821, all of the Records of Iberia Parish, Lovisiana.




Frederick B. Kyle, et al

Kyle Peterman Management, et al

Robert E. Latham

Edward S. Miller, IIT, et al

Therese Gonsoulin Rainold, et al

Therese Gonsoulin Rainold, et al

Edward H. Peterman, et al

Margot B. deGravelle

Henry F. Lewis, Jr., et al

Mary P. Latham, et al

IBERIA

Energy HInvestments,
Energy Investments,
Energy Investments,

Energy Investments,
Energy Irvestments,
Louisiana Land
Management, Inc.
James C. Ruffin
James C. Ruffin

James C. Puffin

James C. Rut‘in

PARISH, LOUISIANA

Inc.

Inc.

In..

Inc.

05/10/82

05/10/82

05/1 2

10/04 /R

04/06/82

10/04/80

03/10/70

03/10/70

03/10/70

03/10/70

VOL/PAGE

coB 801
Entry No.

cos 8ol
Entry No.

CoB 801
Entry No.

CcCoB B29
Entry No.
CoB 801
Entry No.

COoB 742
Entry No.

CoB 552
Entry No.

coB 552
Entry No.

coB 552
Entry No.

CoB 552
Entry No.

PESCRIPTI(™

*See Below
82-9288

*See Below
82-9290

tSee Below
82-9291

*See Below
83-9398

tSeQ Below
§2-9289

#See Below
80-8022

#See Below
149546

*See Below
149547

#See Below
149548

*See Below
149549



Grantor warrants that its GWI in each well listed below is not grea

- "nan, and its NRI is
nt less than the interest set forth below:
WELL NAME ¢ § ORR NRI
Kyle Petzrman §1 12.18414% -0- 8.66129%
1. =ria Parien, LA
Kyle Peterman #1-D 12.20889% 8.68779%
Iberia Parish, LA

E: \CORP\TCB\SCHRODER\EXHC .P2




ATTACHED TO AND PORMING A PART OF THE
ACT OF COLLATERAL MORTGAGE AND SECURITY AGREEMENT

DATED AUGUST /3 , 1990

SCHRODER OIL FPINANCING & INVESTMENT COMPANY, INC.
as GRANTOR to
TEXAS COMMERCE BANK NMATIOMAL ASSOCIATION

PART IIX
PLACQUEMINES PARISE . LOUISIANA
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PLAQUEMINE® PARISH, LOUTSTANA

FIELD NAME: OFFSHORE
WELL WAME: STAIZ LEASE (10089 WEST DELTA NLOCK 25-WELL 1

LESSOR LESSEE LEASE DATE VOL/PAGE DESCRIPTION

State of Louisiana Texas General Petroleum Corporation 02/10/82 B 540 *See Below
Effective Date Folio 77 .
02/15/82

* State Mineral Lease No. 10089, covering Tract 18599 - portion of Block 25, West Delta Area, estimated to contain approximately
230.69 acres, as shown outiined in red on a plat on file in the Office of the S.-1rtary, Department of Matural Resources,

Said Lease is dated February 10, 1982, effective data Pebruary 15, 1982, recorded in COB 540, Folio 77, records .f Plaguemines
Parish, Louisiana,



PLAQUENINES PARISH, LOUISIANA

FIELD BANE: OFFSHORE

VYELL NARE: STATE LEASE #10090-WEST DELTA-BLOCK 25-WRLLS £1.2.3.4 and 4D

LESSOR LESSER LEASE DATE VOL/PAGE

State of Louisiana Texas General 02/10/82 COB 540 #See Below
Petroelum Company Effective Folio 64

02/15/82

State Mineral Lease No. 10090, covering Tract 18600 - portion of Block 25, Went Delta Area, estimated to contain
approx

imately 845 acres, as shown outlined in red on a plat on file in the Office of the Secretary, PDupartment of
Natural Resources.

Sald Lease is dated February 10, 1982 .effective date Pebruary 15, 1982, and recorded in COB 540, Follio 64, Records
of Plagquemines Paurish, Lousiana.



LOUISIANA
EIELD WANE: OFFSHORE
WELL EANE: 0CS-G-5050-WEST DELTA BLOCK SO-WELLS £3.4 and 4D
LESSOR LESSEE LEAEE DATS VOL/PAGE DESCRIPTION
United States of America The Loulsiana Land and 04/.2/82 ¢See Balow
Exploration Company, et al 0cs-6 -sase
- The above lease covers approximately 2,616.9) acres; being a portion of
official Leasing Map, Louisiana Map No. 8.

. lack 50, West Delta Area, os shown on OCS




Grantor warrants that its GWI in each Well listed below is not greater than, and its NRI is
not less than the interest set forth below:

WELL NAME ORR NRI

State Lease 10089 10.59921% 7.57155%
No. 1, West Delta
Block 25

State Lease 10090 10.59921% .0757155%
No. 1, West Delta
Block 25

State Lease 10090 10.59921"% 8.10840%
No. 2, West Delta
Block 25

State Lease 10090 10.59921% 8.10840%
No. 3, VWest Delta
Block 25

State Lease 10090 10.59921¢% 8.10848%
Fo, 4, West Delta
Block 25

State Leace 10090 10.59921% 8.10849%
Hoc. 4D, West Delta

Block 25

OCS-G 5050 #5 e ' 7.94941% 7.94921%
{Block 50)

Offshore, LA

ocs-G 5050 #4

OCS-G 5050 #4D =-0- 7.94941% 7.9494'%
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By, "ooumgue New Orleans, Louisiana RATHLEEN . RETCHUM
TRanm & MASSENGALE November 14, 1989 CECiLy ELLTEY BATEMAN
LIP R JONES, JR. CHERYL MOLLERE KOMANICR
m;ﬂ.ﬂ MARK O, LATHAM
OF CoOuNBEL
AOBERT C. BMITH
Mr. J. Rogers Pearcy ==
Unitsd States Department 2
of the Interior s
Minerals Management Service
Gulf of Mexico OCS Region -
Imperial Ooffice Buiiding s
1201 wholesalers Parkway )
New Orleans, Louisiana 70123-2394 =
-
[ &

Re: Lease Nos. OC8-G 5316, 944y, 5050, and 56f2

Dear Mr. Pearcy:

Enclosed you vill find four exe~uted counterparts of an
Act of Collateral Mortgage and Pledge dated November 1, 1389 (the
"Mortgage®™) by Cralle.ger Minerals Inc. ("Challenger") securing
the payment of an $425,000,000 mortgage note. The Mortgage
affects the interests of Challenger in each of the captioned
leases. The Mortgage constitutes a second mortgage lien of the
said interests of Challenger, and is inferior and subordinate to
an Act of Collateral Mortgage and Pledge dated November 1, 1989
(the "First Mortgage") by Challenger securing the payment of a
$8,000,000 mortgage note. The First Mortgage has been previously
filed in the lease records of your office related to each of the
captioned leases.

The address of Challenger is:
c/o Global Mzrine Inc.

777 North Eldridge
Houston, Texas 77079




LISKOW & LEWIS
November 14, 1989 pacE 2

The address of Chemical Bank, the present holder of the

:ortqago note descrihed in and secured by the Mortgage,
8:

55 Water Street
New York, New York 10041.

In order that third parties ' 11 he placed on notice as
to the execution and efficacy of t Mortgage, please file a
counterpart of the Mortgage and a copy of this letter in the lease
records of your office related to each of the captioned leases.

Please acknowledge that the foregoing filings have been
accomplished as requested by signing a countarpart of this letter

in the space provided below and returning a copy of this letter to
the undersigned.

Yours very truly,
Facy St

Thomas F. Getten

TFG:jf
FILED AND AS
HEQUESTED THIS DAY OF

NOVEMBER, 1989.

MINERALS MANAGEMENT SERVICES
GULF OF MEXICO OCS REGICN

BY: .




STATE OF TEXAS
COUNTY OF HARRIS

ACT OF COLLATERAL MORTGAGE
AND PLEDGE

BE IT KNOWN, that on this 1st day of November,
1989, before me, the undersigned Notary Public, duly
commissioned, qualified and sworn within and for the County
of Harris, State of Texas, and in the presence of the two
undersigned competent witnesses, personally came and

appeared:

CHALLENGER MINERALS INC., a California
corporation (herein called the
"Mortgagor®), appearing herein

John G. Ryan, its Vice President, duly
authorized pursuant to resolutions
adopted by the Board of Directors of the
Mortgagor, a certified copy of which is
attached hereto and made a part hereof,

who, being duly sworn, did declare and say that the
Mortgagor is justly and truly indebted unto any future
holder or holders of the Mortgage Note (as hereinafter
defined), in the principal sum of Four Hundred Twenty-Five
Million Dollars ($425,000,000). To evidence such
indebtedness, the Mortgagor has executed one certain
collateral mortgage note for the principal sum of Four
Hundred Twenty-Five Killion Dollars ($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 as the "Mortgage Note"), which
Mortgage Note, after having been paraphed "Ne Varietur" by
me, Notary, for identification with this instrument
(hereafter referred to as the "Mortgage"), was delivered to
the Mortgagor who hereby acknowledges receipt thereof. A
copy of the Mortgage Note is attached hereto as Exhibit B
and made a part hereof.

The Mortgagor further declared that the Mortgage
Note is given and this Mortgage is granted for the purpose

RECEIVED

NOV 14 1989

dinerals Management Service
Leasing & Environment




of being used as collateral security by the Mortgagor to
secure any liability, indebtedness, or orcligation due any
future holder or holders of the Mortgage Note, direct or
contingent. The Mortgage Note may be issued and pledged by
the Mortgagor as its interest and convenience may require to
secure any liabilities, indebtedness, or obligations of the
Mortgagor or of any third party. Upon payment of said
iniebtedness, the Mortgage Note may be returned to the
Mertgagor without extinguishment of this Mortgage, and may,
at any time and as many times thereafter as the interest of
the Mortgagor may require, be again reicsued or repledged by
the Mortgagor as collateral security and this Mortgage shall
be and remzin in full force and effect to secure the
Mortgage Note until the Mortgage Note has been cancelled on
its face and this Mortgage has been released of record. As
used herein, the term "Bank" shall mean any future holder or
holders of the Mortgage Note, whether one or more.

In the event that the M~rtgage Note should be
placed in the hands of an attorney after its maturity, to
institute legal proceedings to enforce the amount thereof,
or any part thereof, in principal or interest, or to protect
the interests 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 itself to pay the reasonable fees of the
attorney who may be empioyed for that purpose.

For all purposes of this Mortgage, unless the
context otherwise requires:

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

B. "Hyvdrocarbons®” shall mean oil, gas and other
liquid or hydrocarbons and other minerals occurring
naturally liquid or gaseous form or any elements or
::-pounds in solution, emulnion or association with such

nerals.

c. "Indebtedness® shall have the meaning stated
below.

D. "Mortgage®™ shall mean this instrument as
originally executed or as it may from time to time be



supplemented or amended by one or more instruments
supplemental hereto.

E. “"Mortgaged Property" shall mean the
propertier, rights and interests hereinafter described and
defined as the Mortgaged Property.

F. "0il and Cas Leases" shall mean oil, gas and
mineral leases and includes, without limitation, all
interests in the nature of working or operating interests,
overriding royalties, net profits interests, carried
interests and other interests in, under or dependent on oil,
gas and mineral leases, mineral interests, mineral royalty
int--ests, subleases and assignments of operating rights.

G. “"operating Equipment® shall mean all surface
o arface machinery, equipment, platforms, facilities,
8. ,.. &2 or other property of whatsoever kind or nature
(excluding temporary platforms, drilling rigs, vessels, or
other property taken to the Subject Lands to drill a well or
for other similar temporary uses) now 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, all oil wells,
gas weils, water wells, injection wells, casing, tubing,
rods, pumping units, and engines, Christmas trees, derricks,
separators, gun barrels, flow lines, tanks, gas systems (for
gathering, treating, and compression), chemicals, solutions,
water systems (for treating, dispecsal and injection), power
plants, poles, lines, transformers, starters and
controllers, machine shops, tools, storage yards, and
equipment stored therein, buildings and camps, telegraph,
telephone and other communications systems, loading docks,
loading racks, shipping facilities, gauges, pumping units,
tanks, pipe, pipelines, field gathering lines and systems,
fittings, meters, valves, gasoline extraction plants,
processing, compression, dehydration, extraction plants and
other fixtures, facilities, equipment, appurtenances,
accessories, buildings and improvements of every kind and
character and replacements therefor now or hereafter placed
or erected on the Subject Leases and the Subject Lands, or
any of them, or used or useful thereon or in connection
therewith.

H. "Qperations Contracts" shall mean all valid
and binding assignments, subleases, easements, farmout
agreements, farmin agreements, rights-of-way, participation
agreements, joint operating agreements, accounting



procedures, gas balancing agreements, area of mutual
interest agreements, pooling or unitization orders or
declarations, pooling or unitization agreements, drilling
contracts, service contracts, platform lease agreements,
platform construction agreements, "dry-hole" agreements,
"bottom-hole"™ agreements, advance payment agreements,
production sales contracts, hydrocarbon transportation
agreenents, recoupment agreements, and other agreements
pertaining to the ownership, exp.oration, development, cr
operation of any Subject Lands or Subject Leases, or the
marketing of any kviroca~bons 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 all amendments,
substitutions, extensions, renewals, and ratifications of,
to, or for any of the foregoing that either exists as of the
date hereof or are hereafter entered into in the ordinary
course of rusiness by the Mortgagor.

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

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

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

L. "subject Lands"™ shall mean the lands, the
description of which ir either given in Exhibit A or
incorporated in Exhibit A by reference to another instrument
or dcrument, and which includes any lands now cr hereafter
unitized or pooled with such lands.

M. "Subject Leases"™ shall mean the 0il and Gas
lLeases and the fee, mineral, royalty, overriding royalty,
and other interests described in Exhibit A hereto.

And now, in order to secure the full, due, and
punctual payment of all indebtedness evidenced by the
Mortgage Note, whether now existing or hereafter arising,
and/or ¢ny extension or renewal thersof, as well as all
costs, Laxes, assessments, charges, insurance premiums,
attorneys' and collection fees, and other costs and




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) which are made or incurred
pursuant to, or permitteu by, the terms hereof, plus
interest at the rate herein specified or otherwise agreed
upon, from the date of the advances or the incurring of such
expenses or costs until reimbursed, and to secure the
faithful performance and observance of all obligations,
agreaments, covenants and stipulations contained hereir and
in the Mortgage Note (all of the preceding being hereinafver
sometimes collectively referred to as the "Indebtedness"),
the Mortgagor declares that it does by these presents
mortgage, affect, pledge, assign and hypothecate to the
Bank, whether the Mortgage Note may be held by the Bank as
an original obligation or in pledge, whether now owned or
hereafter acquired, withocut any warranty of title, express
or implied, all and tl:e singular the following described

property:

A. All of the Mortgagor's right, title and interest
in and to the Subject Leases described in Exhibit
A attached hereto. Said interests hereinafter are
collectively referred to as the "Mortgagor's
Interest.”

B. All of te Mortgagor's right, title and interest
in and to the Subject Hydrocarbons (and all
proceeds of the sale thereof) attributable to
Mortgagor's Interest and all of the Mortgagor's
right, title and interest in and to any take-or-
pay, gas balancing or other payments or
prepayments with respect to the Subject
Hydrocarbons, the Production Sales Contracts, the
Subject Lands and the Subject Leases. With regesyvd
to the undivided interestc of the Mortgagor in and
to the Subject Hydrocarbons and all ‘ydrocarbons
in, un and under and in storage and that may be
produced, saved, or sold from or attributable t.
the property referred to in the fo:egoing
paragraph A and the proceeds from :*= sa.=
thereof, this act shal) be construed, as a pledge
of the Mortgagor's interest in such Hydroscarbon:
pursuant to La. R.S. 31:204.

. All of the Mortgagor's rights and interests in, to
and under or derived from all of the presently
existing poocling and unitization agreements,



operating agreements, oil and gas processing
contracts and agreements, Production Sale
Contracts, Operations Contracts, and all other
contracts, agreements, and instruments that relate
to Mortgagor's Interest or to the production of
Hydrocarbons from or attributable thereto.

D. All of the Mortgagor's interest, now or hereafter
acquired, in and to the Operating Equipment and
all property and fixtures, including corporeal
movables, now or hereafter situated upon or fixed
to Mortgagor's Interest, 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's
Interest in any unit or units, or any part
thereof, and owned or used in connection with the
exploration, development or operation of
Mortgagor's Interest or for the production,
treating, storing or transportation of
Hydrocarbons. This Mortgage shall attach to all
such corporeal movable property in accordance with
the provisions of La. R.S 31:203.

E. All proceeds of the foregoing.

F. All 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 all contracts,
operating agreements and operating rights,
records, logs, easements, surface leases, permits,
licenses, hereditaments and appurtenances now
existing or in the future obtained in connection
with any of the aforesaid, and all other things of
value and incident thereto which the Mortgagor may
at any time have or ' entitled to.

All of the Mortgagor's rights, interests and
properties hereinabove described or referred to under
headings A, B, C, D, E, and F are hereinafter sometimes
collectively referred to as the "Mortgaged Property.”

ARTICLE I

Pledge and Collateral Assignment



1.1 Pledge and Collateral Assignment. As further
security for the payment of the Indebtedness including any
indebtedness or obligations secured by a pledge of the
Mortgage Note, the Mortgagor hereby transfers, pledges,
assigns, warrants and conveys to the Bank, effective as of
the date hereof, at 7:00 A.M. (a) all of Mortgagor's right,
title and interest now or hereafter acquired in all
incorporeal rigiits that are or may be incidental or
accessory to the Mortgaged Property or its use, whether or
not evidenced in writing or now existing or arising
hereafter (the "Rights™), ‘ncluding but not limited to the
following (i) the righ%t to receive proceeds attributable to
the sale, lease, ‘nsurance loss or condemnation of the
Mortgaged Property; (ii) rights under service, maintenance
or warranty contracts with regard to the Mortgaged Property;
and (iii) rights under trade names, patents or copyrights
that are subject to use in connection with the Mortgaged
Property or the Mortgagor's business or other activities
with regard thereto; and (b) all Subject Hydrocarbons which
are thereafter produced from and which accrue to the
Mortgaged Property, and all proceeds therefrom. All parties
producing, purchasing or receiving any such Hydrocarbons, or
having such, or proceeds therefrom, in their possession for
which 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 as the pledgee,
assignee and transferee of the Mortgagor and entitled in the
Mortgagor's place and stead to receive such Hydrocarbons and
all proceeds therefrom.

1.2 gcertain Rights and Powers of the Bank. The
Mortgagor authorizes and empowers the Bank to demand,
collect and receive all of said pledged interest in and to
Subject Hydrocarbons and Rights pledged and collaterally
assigned hereunder, the income and proceeds therefrom, and
to execute and deliver all releases, receipts, division
orders, transfer orders and other instruments as may be
desired, required or necessary to have sucli production and
the proceeds therefrom paid directly to the Bank. The Bank
is and shall be authorized to endorse, negotiate and cash
any and all checks, drafts and money orders payable to the
Mortgagor alone, to the Bank, for account of the Mortgagor,
or to both the Mortgagor and t“ . Bank, received in
connection with, in payment of, or as proceeds from
production of said pledyed and collaterally assigned
interests, Rights and the Mortg- 7ed Property herein
mentioned, and to receive and a, ply the proceeds therefrom
as hereinabove set forth.



ARTICLE II

Events of Default

2.1 Events of Default. The failure to pay the
Mortgage Note upon demand shall constitute an Event of
Default hereunder. Upon the occurrence of an Event of
Default, the Bank, at its option, may declare the entire
unpaid principal of and the interest accrued cn the Mortgage
Note and all other Indebtedness secured hereby to be
forthwith due and payable, without any notice or demand of
an{ kind, both notice and demand being hereby expressly
wvaived.

ARTICLE III

Enforcement of the Security

3.1 Remedies on Default. The Mortgagor for itself,
its successors and assigns, does by these presents stipulate
that it shall be lawful for, and the Mortgagor hereby
authorizes the Bank, upon the occurrence and Juring the
continuance of any Event of Default, to cause all and
singular the Mortgaged Property to be seized and sold 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 as the Bank in
such proceedings may direct; and the Mortgagor for itself,
its successors and assigns, hereby acknowledges the
Indebtedness secured hereby, whether now exist or to
arise hereafter, and confesses judgment thereon if the same
are not paid at maturity. The Bank may, at its option,
exercise any rights of the Mortgagor under the Rights.

3.2 Waiver of Appraisement, Other Rights, etc. 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 Louisiana Code of Civil Procedure, and
all other laws conferring the same; (b) the demand and three
days delay accorded Articles 2639 and 2721 of the
Louisiana Code of Civil Procedure; (c) the three days delay
provided by Articles 2331 and 2722 of the Louisiana Code of
Civil Procedure; and (d) the benefit of the other provisions
of Articles 2331, 2722, and 2723 of the Louisiana Code of
Civil Procedure and any other articles not spscifically
mentioned above.




3.3 Judicial Proceedings. Upon the uccurrence of an
Event of Default and if such event shall be continuing, the
Bank may proceed by a suit or suits in .qui.ty or at law,
whether for a foreclosure hereunder, or Zur 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 power 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.

“.4 Qperation of the Mortgaged Property by the Bank.
Upon the occurrence of an Event of Default, and in addition
to all other rights herein conferred on the Bank, the Bank
or its agent is hereby appointed a keeper of the Mortgaged
Pr pursuant to the terms and provisions of Louisiana
Revised Statutes 9:5131 gt seq. The keeper may operate the
same without any liability to the Mortgugor in connection
with such operations, and the keeper shall have the right
(a) to enter into and upon and take possession of the
Mortgaged Property, to lease the same, collect and receive
all rents, issues and profits thereof and apply the same,
less the necessary expenses of collection thereof, for the
care, operation and preservation of the Mortgaged Property,
including, without limitation, the payment of fees,
insurance premiums, cost of operation of the Mortgaged
Property, taxes, assessments, interest, penalties and water
charges; (b) to collect, receive and receipt for all
Hydrocarbons produced and sold from the Mortgaged Propertv,
to muke repairs, purchase machinery and equipment, conduct
work-over operations, and drill udditional wells; and (¢c) to
exercise every power, right and privilege of the Mortgagor
with respect to the Mortgaged Property. The keeper shall be
reasonably compensated for its services by the Mortgagor and
such obligation shall be secured by the mortgage and pledge
herein granted.

ARTICLE IV

Miscellaneous Provisions

4.1 Indebtedness. The maximum amount of Indebtedness
to be secured by the mortgage lien and pl created
this Mortgage shall not exceeu at any one t outstanding
the sum of $500,000,000.




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 its
Indebtedness without notice to or consent of the Mortgagor.
The Bank may resort first to such other security or any part
thereof or first 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 a waiver of any rights conferred by this
Mortgage, which shall continue as a mortgage and pledge upon
the Mortgaged Property not expressly released until the
Mortgage Note and all other Indebtedness secured hereby is
fully paid.

4.3 Unenforceable or Inapplicable Provisions. If any
provision hereof or of the Mortgage Note is invalid or
unenforceable in any jurisdiction, the other provisions
hereof or of the Mortgage Note shall remain in full force
and effect in such jurisdiction, and the remaining
provisions hereof shall be liberally construed in favor of
the Bank in order to effectuate the provisions heresof, and
the invalidity of any provision hereof in any jurisdiction
shall not affect the validity or enforceability of any such
provision in any other jurisdiction.

4.4 Rights Cumulative. Each and every right, power
and remedy herein given to the Bank shall be cumulative and
not exclusive; 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 as may be deemed expedient by the Bank, and the
exercise, or the beginning of the exercise, of any such
right, power or remedy shall not be deemed a waiver of the
right to exercise, at the same time or thereafter, any other
right, power or remedy. No delay or omission by the Bank in
the exercise of any right, power or remedy shall impair any
such right, power or remedy or operate as a waiver thereof
or of any other right, power or remedy then or thereafter

existing.

4.5 Waiver by the Bank. Any and all covenants in this
instrument may from time to time by instrument in writing
signed by the Bank be waived to such exteut and in such
manner as the Bank may desire, but no such waiver shall ever
affect or impair the Bank's rights or liens hereunder,

10




except to the extent specifically stated in such written
instrument.

4.6 Successors and Assigns. This instrument is
binding upon the Mortgagor, and the Mortgagor's successors
and assigns, and shall inure to the benefit of the Bank, its
successors and assigns, and the provisions hereof shall
likewise be covenants running with the land.

4.7 pArticle and Section Headings. The article and
section headings in this instrument are inserted for
convenience of reference and shall not be considered a part
of this instrument or used in its interpretation.

4.8 CONSTRUCTION. THIS INSTRUMENT IS IN ALL RESPECTS
TO BE CONSTRUED UNDER THE LAWS 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 Haiver. The parties hereto waive the production
of any mortgage, conveyance, and tax certificates and
to hold the undersigned Notary harmless in the premises.

4.10 Authentic Act. The Mortgagor further agrees that,
in the event any proceedings are taken under this Mortgage
by way of executory process or otherwise, any and all
declarations of the facts made by authentic act before a
Notary Public and in the presence of two witnesses, by a

declaring that such facts lie within his knowladge,
shall constitute authentic evidence of such facts for the
purposes of executory process.

4.11 First Priority Mortgage. The First Priority
Mortgage is superior to and has priority over this Mortgage.

NOW, PERSONALLY INTERVENES the undersigned
intervenor, acting on behalf of the Bank, hereby accepts
this Mortgage.

THUS DO~E AND PASSED, in multiple originals,
before me, the u ecrsigned Notary Public, in and for the
County of Harris, t!itate of Texas, in the presence of the
undersigned competent witnesses, who have hereto signed
their names with said appearers and me, said Notary Public,

11




their names with said appearers and me, said Notary Public,
after due reading of the whole, on the 1st day of November,
1989.

ES TO SIGNATURES:

fi Notary Public
In and for the State of
Texas

My Commission Expires

12
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CERTIFICATE OF ASSISTANT SECRETARY
OF

I, ALEXANDER A. KREZEL, a duly elected, qualified and acting
Assistant Secretary of C7'LLENGER MINERALS INC., a California
corporation (the "Company”), DO HEREBY CERTIFY that attached hereto
is a true and correct copy of resolutions duly adopted by the
unanimous written consent of the Board of Directors 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

, Novembe~
of the Company thie day of ©oeteber, 1989.

VT




COMPANY: Challenger Minerals Inc. (the "Company")

ITEM:

Resolutions of the Board of Directors

SUBJECT: Authorization of Execution of $425,000,000

Collateral Mortgage Note, Collateral Mortgage
and Pledge, Collateral Pledge Agreement, and
Related Documents

October 27, 1989

RESOLVED that the President or any Vice President of the

Company be, and each of them hereby is, authorized, empowered and
directed to execute for and in the name and on behalf of the
Company the following instruments:

(1)

(2)

(3)

(4)

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

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
all corporeal movables located thereon, and a pledge of all
production and incorporeal rights related thereto, all as
described in the Mortgage; the Mortgage to include a
confession of judgment, indemnifications, waiver of benefits
of appraisement, demand, notice and delay, and such further
terms and conditions as the sai¢ officer in his sole
discretion deems necessary and proper;

Collateral Pledge Agreement by the Company which pledges the
Mortgage Note to any future holder or holders of the Mortgage
Note as security for all 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
discretion deems necessary and proper; and

Such other documents, consents, notices, agreements,
certificates and other instruments as may from time to time
be required and which may be necessary, appropriate or
desirable, in said officer's sole discretion, in order to
effect the purposes of these resolutions and accomplish the
purpose of the transactions contemplated thereby;

all of the foregoing to contain such terms and conditions as the
said officer in his sole discretion shall deem necessary and
advisable, the execution and delivery thereof by said officer to
be conclusive evidence of the approval thereof; and it was further



RESOLVED that the said officer be, and he hereby is,
authorized, directed and empowered to execute and deliver for and
in the name and on behalf of the Company any and all such further
documents and to do or cause to be done any and all 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 all respects ratified, confirmed
and approved as authorized acts of the Company.




EXHIBIT A
To Act of Collateral Meortgage and Pledge
dated as of November 1, 1989, from
Challenger Minerals Inc.

b £ Depth limitations, conversion opéionl after
payout and descriptions of working interests, net revenue
interzsts and overriding royalty interests before or after
paycut, or the listing of any other percentage, decimal or
fractional interest in this Exhibit A shall not be deemed to
limit or otherwise diminish the interests being subjected to
the lien, security interest and encumbrance of the Mortgage.
It is intended that the Mortgage shall cover and affect the
Mortgagor's entire present and future interest in each 0il
and Gas Lease described in this Exhibit A.

2. Some of the land descriptions in this
Exhibit A may refer only to a portion o ~and covered by
a particular 0il and Gas Lease. This instrument is not
limited to the land fdescribed in Exhibit A, but the Mortgage
is intended to cover the entire interest of the Mortgagor in
each 0il and Gas Lease described in Exhibit A even if such
interest relates to land not specifically described herein.
Reference is made to the land descriptions contained in the
0il and Gas Leases described in this Exhibit A.



3. A statement herein that a certain interest
described herein is subject to the terms of certain
descr.bed or referred to agrecazents, instruments or other
matters shall not operate to subject such interest to any
such agreement, ‘nstrument or other matter except to the
extent that such agreement, instrument or matter is
otherwise valid and presently subsisting, nor shall such
statement be deemed t~ cvonc:itute a recognition by the
parties hereto that -:., s: ch agreement, instrument or other
matter is valid ard presently subsisting.

4. The Mortgage is being executed in several
counterparts, each of which is an original and all of which
are substantially identical and shall together constitute
but one and the same Mortgage except that, to facilitate
recordation and filing, there is or may be attached to each
counterpart which is to be recorded and filed only that
portion of Exhibit A which contains the description of the
properties located in the parish or parishes (or offshore
and adjacent to the parish and parishes) where that
particular counterpart will be recorded and filed. Complete
counterparts of the Mortgage have been delivered to the
Mortgagee.

ATWP157:\48657\0008\752\10308915.020



EXHIBIT "A"

Prospect: West Cameron Block 391
Offshore Louisiana
Page 1

0il and Gas Lease dated Juli 1, 1983, designated by Serial No. OCS-G b316, by and
between U.S. Department of the Interior, as Lessor and EIf Aaluiuine. C

Minerals Inc., et al, as Lessee, and covering ali of Block 391, West Cameron Area,
West Addition, as shown on OCS Louisiana Leasing Map, LA1A.

wI NRI
.20000 .166666




EXHIBIT "A"

loped Acrea
Eut(!::.-v. ron Block 43

Undeve
Prospect:

Offsk

Page 1

NRI

4091665



EXHIBIT “A"

Prospect: West Delta Area Block 50
Offshore Louisi




EXHIBIT "A"

Prospect: Main Pass Block 65

Offshcre Louisiana

Pagel

Oil and Gas Lease dated July 1, 1983, designated by Serial No. OCS-G and

between United States of America, Gulf of Mexico OCS Region, Minerals
Servi and Total Petroleum,




$425,000,000 Novembe. 1, 1989

FOR VALUE RECEIVED, on demand, the under .igned (the
"Maker"), promises to pay tc Bearer at the offices of CHEMICAL
BANK, 55 Water Street, New York, New York 10041, the sum of Four
Hundred Twenty-Five Million Dollars ($425,000,000), with interest
thereon at the rate of eighteen percent (18%) per annum from the
date hereor until paid.

In the event this note should be placed in the hands of
an attorney after its maturity, to institute 103.1 proceedings to
racover the amount hereof, or any part hereof, in principal or
interest, or to protect the interests of the holder hereof; or in
the event the same should ba placed in the hands of an att
for collection, compromise or other action, the Maker binds
itself to pay the reasonable fees of thes attorney who may be

employed for that purpose.

The Maker and all endorsers and guarantors hereof
severally and expressly waive presentment for payment, demand,
notice of non-payment, protest, and all pleas of division and
discussion, and agree that the time of pa t hereof may be
extended from time to time, one or more times, without notice of
such extension or extensions and without previous consent, hereby
binding themselves, in solide, unconditionally and as original
promisors for the payment hereof, ia principal, interest, costs
and attorneys fees.

Notwithstanding anything contained herein to the
contrary, this note is made and delivered subject to the
following conditions: (i) the Maker shall not be persoaally
liable to pay this note, and the holder of this note shall not
seek any personal or deficiency judgment on the note against the
Maker, and (ii) the sole remedy of the holder of this note under
this note shall be against any collateral securing this note;
provided, however, that nothing contained ir this paragraph, (a)
shall impair the validity of the indebtedness evidenced by
note or the liabilities or obligations of the Maker under the
Collateral llortqnn and Pledge with which this note has been
paraphed, or (b) any way affect or impair the mortgage ‘ien or
pledge of said Collateral Mortgage and Pledge or the right of the
holder of this note to foreclose or execute on said Collateral

Mortgage and Pledge.




THIS NOTE SHALL BE CONSTRUED IN ACCORDANCE WITH AND
GOVERNED BY THE LAWS OF THE STATE OF LCUISIANA.

CHALLEN( ER MINERALS INC.

By:

John G. Ryan
Vice President

"Ne Varietur"

For identification with an

Act of Collateral Mortgage

and Pledge, passed before me
this 1st day of November, 1989.

NOTARY PUBLIC

ATUPL06: \AB65T\0008\ 752\ 10258913. 39
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Mr. J. Rogers Pearcy

United States Department

of the Interior

Minerals Management Service

Gulf of Mexico OCS Region

Imperial Office Building

1201 Wholesalers Parkway

New Orleans, Louisjana 70123-2394

Re: Lease Nos. OCS-G 531§, 9440, 5050, and 5692
Dear Mr. Pearcy:

Enclosed you will find four executed counterparts of an
Azt of Collateral Mortgage and Pledge dated November 1, 1989 (the
"Mortgage®) by Challenger Minerals Inc. ("Challenger") securing
the payment of an $8,000,000 mortgage note. The Mortgage affects
the interests of Challenger in each of the captioned leases. The
Mortgage constitutes a first mortgage lien of the said interests
of Challenger.

The address of Challenger i

-
i A0y

c/o Global Marine Inc.
777 North Zldridge
Houston, Tex-s 77079

B 11 e 7



LiskCw & LeEwis

November 14, 1989 2

The address of Bank of America National Trust and
Savings Association, Global Agency Unit, the present
holdnr of the mortgage note described in and secured by
the Mortgage, is:

315 Montgomery Street
14th Floor

San Francisco, California 94104.

In order that third parties will be placed on notice as
to the execution and efficacy of the Mortgage, please file a
of the Mortgage and a copy of this letter in the lease

records of your office related to each of the captioned leases.

Please acknowledge that the foregoing filings have been
accomplished as requested by signing a counterpart of this letter

in the space provided below and returning a copy of this letter to
the undersigned.

Yours very truly,

doun o

TFG:jf

FILED AND ACCOMPLISHED AS
REQUESTED THIS /4®h DAY OF
NOVEMBER, 1989.

MINERALS MANAGEMENT SERVICES
GULF OF MEXICO OCS REGION

BY:




STATE OF TEXAS
COUNTY OF HARRIS

ACT OF COLLATERAL MORTGAGE
AND PLEDGE

BE IT KNOWN, that on this 1st day of November,
1989, befor« me, the undersigned Notary Public, duly
commissioned, qualified and sworn within and for the County
of Harris, State of Texas, and in the presence of the two
undersigned competent witnesses, personally came and

appeared:

CHALLENGER MINERALS INC., a California
corporation (herein called the
"Mortgagor"®), appearing herein

John G. Ryan, its Vice President, duly
authorized pursuant to resolutions
adopted by the Board of Directors of the
Mortgagor, a certified copy of which is
attached hereto and made a part hereof,

who, being duly sworn, did declare and say that the
Mortgagor is justly and truly ind-bted unto any future
holder or holders of the Mortgage Note (as hereinafter
defined), in the principal sum of Eight Million Dollars
($8,000,000). To evidence such indebtedness, the Mortgagor
has executed one certain collateral mortgage note for the
principal sum of Eight Million Dollars ($8,000,000), of even
date herewith, made payable to Bearer, due on demund at the
offices of BANK OF AMERICA NATIONAL TRUST AND SAVINGS
ASSOCIATION, GLOBAL AGENCY UNIT, 315 Montgomery Street, 1l4th
Floor, San Francisco, California 94104, which Mortgage Note
stipulates to bear interest at the rate of eighteen percent
(18%) per annum from the date thercof until paid, and
reasonable attorneys' fees (hereinafter referred to ~s the
“Mortgage Note"), which Mcrtgage Note, after having been
paraphed "Ne Varietur"™ by me, Notary, for identification
with this instrument (hereafter referred to as the
"Mortgage™), was delivered to the Mortgagor who hercby
acknowledges receipt thereof. A copy of the Mortgage Note
is attached hereto as Exhihit B and made a part hereof.

The Mortgagor further declared that the Mortgage
Note is given and this Murtgage is granted for the purposa

RECEIVED
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of being used as collateral security by the Mortgagor to
secure any liability, indebtedness, or obligation due any
future holder or holders of the Mortgage Note, direct or
contingent. The Mortgage Note may be issued and pledged by
the Mortgagor as its interest and convenience may require to
secure any liabilities, indebtedness, 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 as the interest of
the Mortgagor may require, be again reissued or repledged by
the Mortgagor as collateral security and this Mortgage shall
be and remain in full force and effect to secure the
Mortgage Note until the Mortgage Note has been cancelled on
its face and this Mortgage has been released of record. As
used herein, the term "Bank" shall mean anv future holder or
holders of the Mortgage Note, whether one or more.

In the event that the Mortgage Note should be
placed in the hands of an attorney after its maturity, to
institute legal proceedings to enforce the amount thereof,
or any part thereof, in principal or interest, or to protect
the interests 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 itself to pay the reasonable fees of the
atcorney - "~ may be employed for that purpose.

;- all purposes of this Mortgage, unless the
contz . . - rwis~ “-equires:

r "Hydrocarbons" shall mean cil, gas and other
liquii . :2::’s8 hydrocarbons and other mirerals uccurring
naturally ... .irquid or gaseous form or any elements or
compounds in sclution, emulsion or association with such
minerals.

B. "Indebtedness®” shall have the meaning stated
below.

C. "Mortgage" shall mear this instrument as
originally executed or as it may from time to time be
supplemented or amended by one or more instruments
supplemental haereto.

D. "Mortqaged Property" shall mean the
pPr ies, rights and interests hereinafter described and
defined as the Mortgaged Property.




E. "0il and Gas Leases" shall mean oil, gas and
mineral leases and includes, without limitation, all
interests in the nature of working or operating interests,
overriding royalties, net profits interests, carried
interests and other interests in, under or dependent on oil,
gas and mineral leases, mineral interests, mineral royalty
interests, subleases and assignments of operating rights.

F. "Operating Equipment" shall mean all curface
or subsurface machinery, equipment, platforms, facilities,
supplies or other property of whatsoever kind or nature
(excluding temporary platforms, drilling rigs, vessels, or
other property taken to the Subject Lands to drill a well or
for other similar temporary uses) now 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, all oil wells,
gas wells, water wells, injection wells, casing, tubing,
rods, pumping units, and engines, Christmas trees, derricks,
separators, gun barrels, flow lines, tanks, gas systems (for
gathering, treating, and compression), chemicals, solutions,
water systems (for treating, disposal and injectior), power
plants, poles, lines, transformers, starters and
controllers, machine shops, tools, storage yards, and
equipment stored therein, buildings and camps, telegraph,
telephone and other communications systems, ~oading docks,
loading racks, shipping facilities, gauges, pumping units,
tanks, pipe, pipelines, field gathering lines and systenms,
fittings, meters, valves, gasoline extraction plants,
processing, compression, dehydration, extraction plants and
other fixtures, facilities, equipment, appurtenances,
accessories, buildings and improvements of every kind and
character and replacements therefor now or hereafter placed
or erected on the Subject Leases and the Subject Lands, or
any of them, or used or useful thereon or in connection
therewith.

G. "operations Contracts" shall mean all valid
and binding assignments, subleases, easements, farmout
agreements, farmin agreements, rights-of-way, participation
agreements, joint operating ayreements, accounting
procedures, gas balancing agreements, area of mutual
interest agreements, pooling or unitization orders or
declarations, pooling oxr unitization agreements, drilling
contracts, service coniracts, platform lease agreements,
rlatform construction agreements, "dry-hole" agreements,
‘bottom-hole" agreements, advance payment agreements,




production sales contracts, hydrocarkon transportation
agreements, recoupment agreements, and other fgreements
pertaining to the ownership, exploration, development, or
operation of any Subject Lands or Subject 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 all amendments,
substitutiouns, extensions, renewals, and ratificaticns of,
to, or for any cf the foregoing that either exists as cf the
date hereof or ar: hereafter entered into in the crdinary
course of business by the Mortgagor.

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

1. "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
Hydroca:ions which are in, under, upon, produced, or to be
produced from the Subject Lands or Subiject Leases.

L. "Subje:t Lands" shall mean the lands, the
description of which is either given in Exhibit A or
incorporated in Exhibit A by reference to another instrument
or document, and which includes any lands now or hereafter
unitized or pooled with such lands.

M. "Subject Leases" shall mean the 0il and Gas
Leases and the fee, mineral, royalty, overriding royalty,
and other interests described in Exhibit A hereto.

And now, in order to secure the full, due, and
punctual payment of all indebtedness evidenced by the
Mortgage Note, whether ncw existing or hereaftzr arising,
and/or any extension or renewal therecof, as well as all
costs, taxes, assessments, charges, insurance premiums,
attorneys' and collection fees, and other costs and
indebtedness incurred or paid hereunder, including the



reasonable compeisation of a keeper, :ad any surs advanced
or expenses or costs incurrea ky the Bank (or any receiver
or keeper appointed hereunder) vhich are made or incurred
pursuant to, or permitted by, the terms hereof, plus
interest at the rate herein specified or otherwis. agreed
upon, from the date of the advances or the incurring of such
expenses or costs until reimbursed, and to secure the
faithful performance and observance of all sblicgations,
agreements, covenants and stipulat.ions .contained herein and
in the Mortgage Note (all of the preceding being hereinafter
sometimes collectively referred tc as the "Indebtedness"),
the Mortgagor declares that it does oy these presents
mortgage, affect, pledge, assign and hyvpochecate o th:
Bank, whether the Mortgage Note may be held by the Ba:k as
an original obligation or in pledge, whether now owned or
hereafter acquired, without any warranty of title, express
or implied, all and the singular the followilg described

property:

A. All of the Hortgagor's .i.ght, title and interest
in and to the Subject Leases described in Exhibit
A attached her:to. Said interests hereinafter are
collectively referred to as the "Mor‘gagor's
Interest."

B. All of the Mortgagor's right, title and interest
in and to the Subject Hydrocarbons (and all
proceeds of the sale thereof) attributable to
Mortgagor's Interest and all of the Mortgagor's
right, title and interest in and to any take-cr-
pay, gas balancing or other gayments or
prepayments with respect to the Subject
Hydrocarbons, the Production Sales Tontracts, the
Subject Lands and the Subject Leases. With regard
to the undivided interests of the Mortgagor ia and
to the Subject Hydrocarbons anu all Hydrocarbons
in, on and under and in storage and that may be
produced, saverl, or sold from or attributable to
the property referred to in the foregoing
paragraph A and the proceeds from the sale
thereof, this act shall be construed, as a pledge
of the Mortgagor's interest in such Hydrocarbons
pursuant to La. K.S. 31:204.

s All of the Mortgagor's rights and in*.-ests in, to
and under or derived from all of the presently
existing pooling and unitization agreements,
operating agreements, ojl and gas prccessing




contracts and agreements, Producticn Sale
Contracts, Operations Contracts, and all other
contracts, agreements, and instruments that relate
to Mortgagor's Interest or to the production of
Hydrocarbons from or attributable thereto.

D. All of the Mortgagor's interest, now or hereafter
acquired, in and to the Operating Equipment and
all property and fixtures, including corporeal
movables, now or hereafter situated upon or fixed
to Mortgagor's Interest, the Subject Lands, the
Subject Leases and dedicated to the use and
exploitation of mineral rights covered or atfected
by Mortqagor's Interest including the
participation or inclusion of any of Mortgagor's
Interest in any uni=t or units, or any parc
thereof, and owned or used in connection with the
exploration, development or operation of
Mortgacor's Interest or for the production,
treating, storing or transportation of
Hydrocarbons. This Mortgage shall attach to all
such corporeal movable property in accordance with
the provisions of La. R.S 31:203.

E. All proceeds of the foregoing.

F. All 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 all contracts,
operating agreements and operating rights,
records, logs, easements, surface leases, permits,
licenses, hereditaments and appurtenances now
existing or in the future obtained in connection
with any of the aforesaid, and all other things of
value and incident thereto which the Mortgagor may
at any time have or be entitled to.

All of the Mortgagor's rights, interests and
propurties hereinabove described or referred to under
heacings A, B, C, D, E, and F are hereinafter sometimes
collectively referred to as the "Mortgaged Property."




ARTICLE I

Pledge and Collateral Assignment

1.1 Pledge and Collateral Assignment. As further
security for the payment of the Indebtedness including any
indebtedness or obligations secured by a pledge of the
Mortgage Note, the Mortgagor hereby transfers, pledges,
assigns, warrants and conveys to the Bank, effective as of
the date hereof, at 7:00 A.M. (a) all of Mortgagor's right,
title and interest now or hereafter acquired in all
incorporeal rights that are or may ke incidental or
accessory to the Mortgaged Property or its use, whether or
not evidenced in writing or now existing or arising
hereafter (the "Rights"), including but not limited to the
following (i) the right to receive proceeds attributable to
the sale, lease, insurance loss or condemnation of the
Mortgaged Property; (ii) rights under service, maintrenance
or warranty contracts with regard to the Mortgaged Proper:-y;
and (iii) rights under trade names, patents or copyrights
tha: are subject to use in .onnection with the Mortgaged
Property or the Mortgagor's ] ''siness or other activities
with regard thereto; and (b, 41l1 Subject Hydrocarbons which
are thereafter produced from and which accrve to the
Mortgaged Promerty, and all proceeds therefrom. All parties
producing, purchasing or receiving any such Hydrocarbons, or
having such, or proceeds therefrom, in their possession for
which 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 as the pledgee,
assignee and transferee of the Mortgagor and entitled in the
Mortgagor's place and stead to receive such Hydrocarbons and
all proceeds therefrom.

1.2 Certain Rights and Powers of the Bank. The
Mortgagor authorizes and empowers the Bank to demand,

colleczt and receive all of said pledged interest in and to
Subject Hydrocarbons and FPights pledged and collaterally
assigned hereunder, the income and proceeds therefrom, and
to execute and deliver all 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 shall be authorized to endorse, negotiate and cash
any and all checks, drafts and money orders payable to the
Mortgagor alone, to the Bank, for account of the Mortgagor,
or to both the Mortgagor and the Bank, received in
connection with, in payment of, or as proceeds from



production of said pledged and collaterally assigned
interests, Rights and the Mortgaged Property herein
mentioned, and to receive and apply the proceeds therefrom
as hereirabove set forth.

ARTICLE II

Events of Default

2.1 Events of Defau't. The failure to pay the
Mortgage Note upon demand shall constitute an Event of
Default hereunder. Upon the occurrence of an Event of
Default, the Bank, at its option, may declare the entire
unpaid principal of and the interest accrued on the Mortgage
Note and all other Indebtedness secured hereby to be
forthwith due and payable, without any notice or demand of
an¥ kind, both notice and demand being hereby expressly
waived.

ARTICLE III
Enforcement of the Security

3.1 Remedies on Default. The Mortgagor for itself,
its successor