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EXHIBIT A 
TO 

FINANCING STATEMENT 

(a) A l l S u b j e c t Hydrocarbons and a l l Proceeds now o r 
h e r e a f t e r payable , o w i n g , d e l i v e r a b l e o r o t h e r w i s e 
a t t r i b u t a b l e t o , f r o m o r on account o f any o f t h e 
Subj e c t Hydroca r bons; 

(b) A l l Proceeds now o r h e r e a f t e r p a y a b l e , o w i i q , 
d e l i v e r a b l e , pe r fo rmab le o r o the rwi se a t t r i b u t a b e 
t o , f r o m , under o r on account o f t he r i g h t s , t i t l e s 
and i n t e r e s t s o f t h e Debtor under t h e S u b j e c t 
C o n t r a c t s ; and 

(c) A l l o t h e r Proceeds now o r h e r e a f t e r p a y a b l e , o w i n g , 
d e l i v e r a b l e , p e r f o rmable , produced, p roces sed o r 
o t h e r w i s e a t t r i b u t a b l e t o , f r o m , under o r on accoun t 
o f any o f t h e Mortgaged P r o p e r t i e s . 

(d) The Mor tgaged P r o p e r t i e s ( i n c l u d i n g t h o s e now and 
those h e r e a f t e r e x i s t i n g ) t o t he f u l l e x t e n t t h a t 
t he Mor tgaged P r o p e r t i e s may be s u b j e c t t o t h e 
U n i f o r m Commercial Code, 

t o g e t h e r v i t h any and a l l acces s ions , a d d i t i o n s and a t t achments 
t h e r e t o and t h e proceeds and p r o d u c t s t h e r e o f , i n c l u d i n g w i t h o u t 
l i m i t a t i o n s , a l l c a sh , genera l i n t a n g i b l e s , accounts and i n v e n t o r y , 
b e n e f i t s o r r i g h t s a r i s i n g t h e r e f r o m , and i n and t o a l l r e t u r n o r 
repossessed goods a r i s i n g f r o m o r r e l a t i n g t o any o f t h e c o l l a t e r a l 
d e s c r i b e d h e r e i n o r o the r proceeds any sa le o r o t h e r d i s p o s i t i o n 
o f such c o l l a t e r a l . 

For pu rposes he reo f , t h e f o l l o w i n g te rms s h a l l have t he 
f o l l o w i n g meanings : 

1 . "Hydrocarbons" - t h e f o l l o w i n g : (a) c r u d e o i l , 
n a t u r a l gas, cas inghead gas, d i s t i l l a t e , condensate and o t h e r 
l i q u i d o r gaseous hydrocarbons , (b) a l l t h e r m i n e r a l s o f every 
k i n d and c h a r a c t e r which may be covered by o r i n c l u d e d i n t h e 
l e a s e s , m i n e r a l i n t e r e s t s , r o y a l t y i n t e r e s t s o r o t h e r i n t e r e s t s 
d e s c r i b e d - i n t h e P rope r ty Schedule , and (c) a l l m i n e r a l s and 
substances p r o d u c e d w i t h o r e x t r a c t e d , s epa ra t ed , p roces sed or 
p roduced f r o m t h e hydrocarbons o r o t h e r m i n e r a l s o r substances 
i n c l u d e d i n (a) o r (b) o f t h i s d e f i n i t i o n . 

2 . "Hydrocarbon I n t e r e s t s " - the f o l l o w i n g : (a) leases 
a f f e c t i n g , r e l a t i n g t o or c o v e r i n g any Hydrocarbons and the 
l e a s e h o l d i n t e r e s t s and e s t a t e s i n the n a t u r e o f w o r k i n g o r 
o p e r a t i n g i n t e r e s t s under such l eases , as w e l l as o v e r r i d i n g 
r o y a l t i e s , ne t p r o f i t s i n t e r e s t s , p r o d u c t i o n payments , c a r r i e d 
i n t e r e s t s , r i g h t s o f recoupment and o t h e r i n t e r e s t s i n , under o r 
r e l a t i n g t o such leases , (b) m i n e r a l f ee o r m i n e r a l s e r v i t u d e 
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i n t e r e s t s or other mineral r i g h t s i n or a f f e c t i n g or r e l a t i n g t o 
Hydrocarbons, (c) mineral r o y a l t y , i n t e r e s t s i n or a f f e c t i n g or 
r e l a t i n g t o Hydrocarbons, (d) any other i n t e r e s t i n or a f f e c t i n g or 
r e l a t i n g t o Hydrocarbons i n place or any other i n t e r e s t p r oviding 
t h e r i g h t t o explore f o r and produce Hydrocarbons or any other 
i n t e r e s t p r o v i d i n g a r i g h t t o p a r t i c i p a t e i n production of 
Hydrocarbons and (e) any economic or contractual r i g h t s , options or 
i n t e r e s t s i n and t o any of the foregoing, i n c l u d i n g , without 
l i m i t a t i o n , any production payment a f f e c t i n g a mineral fee 
i n t e r e s t , mineral servitude i n t e r e s t , mineral r o y a l t y i n t e r e s t , or 
oth e r mineral r i g h t . 

3. "Hydrocarbon Instruments" - the meaning set f o r t h i n 
the d e f i n i t i o n o f the Subject I n t e r e s t s . 

4. "Hydrocarbon Property" - the meaning set f o r t h i n the 
d e f i n i t i o n of the Subject I n t e r e s t s herein. 

5. "M^r4 gage" - t h a t c e r t a i n Act of C o l l a t e r a l Mortgage 
of Mineral I n t • executed by Debtor and a f f e c t i n g the leases 
more f u l l y de ..." sn the Property Schedule, along w i t h any 
amendments or fe.-* * • * . ̂ s ther e t o . 

6. "Mortgaged Properties" - a l l of the f o l l o w i n g : 

(a) The Subject I n t e r e s t s ; 

(b) A l l r i g h t s , t i t l e s , i n t e r e s t s and estates now owned 
o r hereafter acquired by the Debtor i n and t o a l l Hydrocarbons i n 
and under and t h a t may be produced and saved from, or which accrue 
o r are a t t r i b u t a b l e t o , the Subject I n t e r e s t s , i n c l u d i n g a l l 
Hydrocarbons i n tank, gathering l i n e s and p i p e l i n e s and a l l 
Proceeds from or a t t r i b u t a b l e t o such Hydrocarbons, together w i t h 
and including, w i t h o u t l i m i t a t i o n , a l l Subject Hydrocarbons and the 
assigned proceeds; 

(c) A l l r i g h t s , t i t l e s and i n t e r e s t s of the Debtor i n , t o 
and under or d e r i v e d from a l l the Subject Contracts and a l l the 
Proceeds now or h e r e a f t e r payable, owing, d e l i v e r a b l e , performable 
o r a t t r i b u t a b l e t o or under the Subject Contracts; 

(d) . 1 r i g h t s , t i t l e s and i n t e r e s t s of the Debtor i n and 
t o a l l present and f u t u r e machinery, equipment and other t a n g i b l e 
personal property and a l l f i x t u r e s and improvements now or 
h e r e a f t e r (1) s i t u a t e d upon any p a r t of the Hydrocarbon Property or 
upon any. u n i t or (2) used, u s e f u l or held f o r use i n connection 
w i t h ( i ) the e x p l o r a t i o n , development or operation of any p a r t of 
the Hydrocarbon Property or such u n i t , as the case may be, or of 
any support w e l l , or ( i i ) the production, storage, separation, 
dehydration, treatment, compression, gathering, t r a n s p o r t a t i o n , 

WCW43 

- 2 -



K.E. RESOURCES, LTD. 
Federal T ^ B I d e n t i f i c a t i o n 
No. 85-038B471 

processing, improvement, marketing, disposal or handling of 
Hydrocarbons, produced from or a t t r i b u t a b l e t o the Hydrocarbon 
Property or such u n i t , i n c l u d i n g , but not by way of l i m i t a t i o n , a l l 
w e l l s , wellhead equipment, casing, tubing, d e r r i c k s , tanks, tank 
ba t t e r i e s , b o i l e r s , compressors, separators, dehydration u n i t s , 
heater-treaters, valves, gauge meters, rods, pumps, generators, 
motors, flow l i n e s , water l i n e s , gas l i n e s , b u i l d i n g s , gas 
processing p l a n t s , pipelines ( i n c l u d i n g gathering l i n e s , l a t e r a l s 
and t r u n k l i n e s , i f any), offshore platforms, templets, equipment 
and f a c i l i t i e s , water wells, s a l t water disposal w e l l s , i n j e c t i o n 
w ells and other support w e l l s , power l i n e s , and telephone and 
telegraph l i n e s ( a l l such machinery, equipment and other t a n g i b l e 
personal property and f i x t u r e s and improvements being herein c a l l e d 
t h e "Operating Equipment"); 

(e) A l l r i g h t s , t i t l e s and i n t e r e s t s o f the Debtor i n , t o 
and under or derived from a l l e x i s t i n g and f u t u r e permits, 
licenses, rights-of-way, easements, leases, franchises, 
c e r t i f i c a t e s of public convenience and necessity, and s i m i l a r 
r i g h t s and p r i v i l e g e s (1) which r e l a t e t o or are appurtenant t o any 
Hydrocarbon Property or to any Subject I n t e r e s t or (2) which are 
used, useful or held f o r use i n connection w i t h the e x p l o r a t i o n , 
development., operation, production, processing, t r a n s p o r t a t i o n , 
improvement, s a l e , marketing, disposal or other handling of ( i ) any 
Operating Equipment or ( i i ) any Hydrocarbon Property or u n i t or any 
Hydrocarbons produced therefrom or a t t r i b u t a b l e t h e r e t o ; 

( f ) A l l r i g h t s , t i t l e s and i n t e r e s t s of the Debtor i n and 
t o a l l Proceeds of and other right*- r e l a t i n g t o insurance or 
condemnation payable or accruing by reason of the loss o f , damage 
t o , or taking o f a l l or any p a r t of the pr o p e r t i e s or i n t e r e s t s 
hereinabove or hereinbelow described i n t h i s d e f i n i t i o n of the 
Mortgaged Properties; 

(g) A l l r i g h t s , t i t l e s and i r *-erests of the Debtor i n «.r,i 
t o a l l documents, instruments, d r a f t s , acceptances, general 
intangibles, c h a t t e l paper, accounts, and a l l the Proceeds 
therefrom or a t t r i b u t a b l e t h e r e t o , whether now or hereafter 
e x i s t i n g , a r i s i n g out of or r e l a t i n g t o the sale, use, exchange, 
exploration, development, operation, production, storage, 
gathering, t r a n s p o r t a t i o n , dehydration, separation, processing, 
treatment, improvement, marketing, disposal, lease, handling, or 
other..dealings w i t h or -of a l l or any portion of the p r o p e r t i e s or 
interests hereinabove or hereinbelow described i n t h i s d e f i n i t i o n 
of Mortgaged Properties; 

^~(h) Without l i m i t i n g the foregoing d e s c r i p t i o n s of any of 
the Mortgaged Properties, a l l r i g h t , t i t l e and i n t e r e s t of the 
Debtor in and t o any equipment and inventory, i n c l u d i n g , but not 
l i m i t e d t o , a l l equipment, goods, merchandise, raw ma t e r i a l s and 
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s u p p l i e s and o t h e r t a n g i b l e p e r s o n a l p r o p e r t y , now o r h e r e a f t e r 
owned, a c q u i r e d o r leased by t h e ope ra to r o f any Hydrocarbon 
P r o p e r t y , u n i t s o r suppor t w e l l s o r any o t h e r p a r t y c a r r y i n g o u t 
o p e r a t i o n s t h e r e o n f o r the j o i n t account o r i n t e r e s t o f t h e Debtor 
and one or more o t h e r work ing o r o p e r a t i n g i n t e r e s t owners t h e r e i n ; 
and a l l documents now and a t any t i m e or t i m e s h e r e a f t e r o b t a i n e d 
o r a cqu i r ed by t h e Debtor c o v e r i n g or r e p r e s e n t i n g any o f t h e 
a b o v e - d e s c r i b e d p r o p e r t i e s ; 

( i ) A l l s e i s m i c , g e o l o g i c a l , e n g i n e e r i n g , t i t l e and l e g a l 
d a t a and f i l e s , d r i l l i n g r e p o r t s , p r o d u c t i o n r e c o r d s and o t h e r 
d a t a , r e p o r t s and i n f o r m a t i o n ( i n c l u d i n g computer t a p e s ) , whether 
now o r h e r e a f t e r e x i s t i n g , a r i s i n g o u t o f o r r e l a t i n g t o t h e s a l e , 
u s e , exchange, e x p l o r a t i o n , development , o p e r a t i o n , p r o d u c t i o n , 
s t o r a g e , g a t h e r i n g , t r a n s p o r t a t i o n , d e h y d r a t i o n , s e p a r a t i o n , 
p r o c e s s i n g , t r e a t m e n t , improver t , m a r k e t i n g , d i s p o s a l , l e a se , 
h a n d l i n g , o r o t h e r d e a l i n g s w i t 1 >r o f a l l c r any p o r t i o n o f t h e 
p r o p e r t i e s o r i n t e r e s t s here ina*. ve o r he r e inbe low d e s c r i b e d i n 
t h i s d e f i n i t i o n o f Mortgaged P r o p e r t i e s ; ( a l l o f w h i c h i t e m s a re 
h e r e i n a f t e r c a l l e d t h e "Sub jec t I r d s " ) ; 

( j ) Each and every r i g h t p r i v i l e g e , h e r e d i t a m e n t and /o r 
appur tenance i n anywise i n c i d e n t o r a p p e r t a i n i n g t o any o f t h e 
p r o p e r t i e s o r i n t e r e s t s he re inabove o r h e r e i n b e l o w d e s c r i b e d i n 
t h i s d e f i n i t i o n o f t h e Mortgaged P r o p e r t i e s ; and 

(k) A l l r i g h t , t i t l e and i n t e r e s t o f t h e Debtor i n and t o 
t h e Proceeds f r o m o r a t t r i b u t a b l e t o t h e r i g h t s , t i t l e s and 
i n t e r e s t s h e r e i n a b o v e r e f e r r e d t o i n t h i s d e f i n i t i o n o f t h e 
Mor tgaged P r o p e r t i e s , a l l gua ran tees and s u r e t y s h i p agreements 
r e l a t i n g t o any such Proceeds, o r such r i g h t s , t i t l e s and i n t e r e s t s 
o f t h e Debtor t h e r e i n , and a l l s e c u r i t y f o r payment o r pe r fo rmance 
t h e r e o f , now o r h e r e a f t e r e x i s t i n g o r a r i s i n g 

7. "Proceeds" - a l l o f t h e f o l l o w i n g : (a) monies, 
r e n t s , revenues, r o y a l t i e s , accoun t s r e c e i v a b l e , p r o f i t s , income, 
s e c u r i t i e s , p roceeds and o the r sums, (b) s e r v i c e s t o be p e r f o r m e d 
by p a r t i e s o t h e r t h a n the Debtor under any S u b j e c t C o n t r a c t , and 
( c ) p roduc t s and b e n e f i t s . 

8. " P r o p e r t y Schedule" - E x h i b i t B a t t a c h e d t o t he 
F i n a n c i n g S ta tement t o which t h i s e x h i b i t i s a t t a c h e d . 

9. " S u b j e c t C o n t r a c t s " - a l l p r e s e n t l y e x i s t i n g and 
f u t u r e purchase, s a l e o r exchange agreements, d i v i s i o n and t r a n s f e r 
o r d e r s , ..advance payment agreements, p rocess ing c o n t r a c t s , p l a n t 
agreements , o p e r a t i n g agreements, gas b a l a n c i n g o r d e f e r r e d 
p r o d u c t i o n agreements , p o o l i n g , u n i t i z a t i o n o r c o m m u n i t i z a t i o n 
agreements , p i p e l i n e , g a t h e r i n g o r t r a n s p o r t a t i o n agreements, 
p l a t f o r m agreements , d r i l l i n g c o n t r a c t s , i n j e c t i o n o r r e p r e s u r i n g 
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agreements, c y c l i n g agreements, construction agreements, s a l t water 
or other d i s p o s a l agreements, leases or r e n t a l agreements and any 
and a l l other contracts or agreements covering, a r i s i n g out of, 
used or u s e f u l i n connection w i t h or otherwise p e r t a i n i n g t o the 
exploration, development, operation, production, sale, use, 
purchase, exchange, storage, separation, dehydration, treatment, 
compression, gathering, t r a n s p o r t a t i o n , processing, improvement, 
marketing, d i s p o s a l or handling of the Subject I n t e r e s t s (or the 
Hydrocarbon Property, u n i t s or support wells) or the Subject 
Hydrocarbons, i n c l u d i n g , without l i m i t a t i o n , any con t r a c t s or 
agreements described i n the Property Schedule. 

10. "Subject Hydrocarbons" - a l l the Hydrocarbons 
produced and saved from, or which accrue or are a t t r i b u t a b l e t o , 
the Subject I n t e r e s t s , together w i t h a l l minerals, substances and 
other products extracted, separated, processed or produced from 
said Hydrocarbons, but s h a l l not include Hydrocarbons p r i o r t o 
t h e i r production a.. .severance. 

11 "Subject I n t e r e s t s " - a l l the f o l l o w i n g : 

(a) The undivided i n t e r e s t s s p e c i f i e d i n the Property 
Schedule i n , t o and under the Hydrocarbon I n t e r e s t s s p e c i f i c a l l y 
described i n t h e Property Schedule and, w i t h o u t l i m i t i n g the 
foregoing, a31 i n t e r e s t s of the Debtor i n , t o and under or derived 
from the Hydrocarbon Interests which are s p e c i f i c a l l y described i n 
the Property Schedule and the property described i n , covered by and 
subject t o s a i d Hydrocarbon I n t e r e s t s , even though such i n t e r e s t s 
o f the Debtor may be i n c o r r e c t l y described or r e f e r r e d t o i n , or a 
description t h e r e o f may be omitted from, the Property Schedule, as 
such i n t e r e s t s may hereafter be enlarged or v e s t i n whole or i n 
p a r t (1) by the occurrence of any reversion or the v e s t i n g of any 
reversionary or remainder i n t e r e s t , (2) by the discharge or 
r e a l i z a t i o n of any sum or amount of production, production proceeds 
or any payments out of production, (3) by the removal or discharge 
of any charges, r e s t r i c t i o n s , exceptions, reservations, conditions, 
l i m i t a t i o n s , i n t e r e s t s , encumbrances or other matters, or (4) by 
the occurrence o f any other event or circumstance, together with 
the Debtor's i n t e r e s t s i n , t o or under, or derived from, any and 
a l l renewals and extensions of any of said Hydrocarbon I n t e r e s t s , 
i t being s p e c i f i c a l l y intended hereby that any new Hydrocarbon 
I n t e r e s t ( i ) i n which an i n t e r e s t i s acquired by the Debtor a f t e r 
the termination or ex p i r a t i o n of any Hydrocarbon I n t e r e s t the 
i n t e r e s t of the Debtor i n , t o or under, or derived from, which are 
subject to t h e l i e n , assignment and s e c u r i t y i n t e r e s t of the 
Mortgage7 and ( i i ) which covers or relates t o a l l or any p a r t of, 
or any i n t e r e s t i n , the r e a l property described i n and covered by 
such terminated or expired Hydrocarbon I n t e r e s t , s h a l l , t o the 
extent and only t o the extent, such new Hydrocarbon I n t e r e s t may 
cover such r e a l property, be considered a renewal or extension of 
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K.E . RESOUCES, LTD. 
Federa l T c ^ ^ I d e n t i f i c a t i o n 
NO. 85-0388471 

s u c h t e r m i n a t e d o r e x p i r e d Hydrocarbon I n t e r e s t ( a l l o f t h e l e a se s , 
conveyances , agreements and o t h e r i n s t rumen t s c r e a t i n g , g r a n t i n g , 
r e s e r v i n g o r o t h e r w i s e e s t a b l i s h i n g any o f t h e Hydroca rbon 
I n t e r e s t s d e s c r i b e d o r r e f e r r e d t o above i n t h i s s u b s e c t i o n (a) 
b e i n g h e r e i n c a l l e d t h e "Hydrocarbon I n s t r u m e n t s , " and a l l r e a l 
p r o p e r t y d e s c r i b e d i n , covered by and s u b j e c t t o any o f t h e 
Hydroca rbon I n s t r u m e n t s b e i n g h e r e i n t o g e t h e r c a l l e d t h e 
"Hydrocarbon P r o p e r t y " ) ; 

(b) A l l r i g h t s , t i t l e s , i n t e r e s t s and e s t a t e s now owned 
o r h e r e a f t e r a c q u i r e d by t h e Debtor i n and t o ( i ) t h o s e Hydroca rbon 
I n t e r e s t s now o r h e r e a f t e r p o o l e d o r u n i t i z e d w i t h a l l o r any 
p o r t i o n o f t h e Hydrocarbon I n s t r u m e n t s o r Hydrocarbon P r o p e r t y o r 
a l l o r c e r t a i n o f t h e Hydrocarbons i n , on o r under t h e Hydroca rbon 
P r o p e r t y o r p o r t i o n s t h e r e o f , and ( i i ) a l l e x i s t i n g o r f u t u r e 
u n i t i z a t i o n , c o m m u n i t i z a t i o n o r p o o l i n g agreements and d e c l a r a t i o n s 
o f poo l ed u n i t s and t h e u n i t s c r e a t e d t h e r e b y ( i n c l u d i n g , w i t h o u t 
l i m i t a t i o n , a l l u n i t s c r e a t e d under o r pu r suan t t o any Hydroca rbon 
Law) t h a t may a f f e c t a l l o r any p o r t i o n o f t h e Hydroca rbon 
I n s t r u m e n t s o r Hydrocarbon P r o p e r t y o r a l l o r c e r t a i n o f t h e 
Hydrocarbons i n , o r under t h e Hydrocarbon P r o p e r t y o r p o r t i o n s 
t h e r e o f , i n c l u d i n g , w i t h o u t l i m i t a t i o n , those u n i t s w h i c h may be 
d e s c r i b e d o r r e f e r r e d t o i n t h e P r o p e r t y Schedule ; and 

(c) A l l r i g h t s , t i t l e s , i n t e r e s t s and e s t a t e s now owned 
o r h e r e a f t e r a c q u i r e d by t h e Debtor i n and t o any w a t e r w e l l , a i r , 
g a s , waste, w a t e r o r o t h e r i n j e c t i o n w e l l , expendab le o r 
p r e ^ l a t f o r m w e l l o r s a l t wa te r o r o t h e r d i s p o s a l w e l l ( h e r e i n 
c o l l e c t i v e l y c a l l e d t h e "Support W e l l s " ) w h i c h i s u s e d , u s e f u l o r 
h e l d f o r use i n c o n n e c t i o n w i t h t h e e x p l o r a t i o n , deve lopmen t o r 
o p e r a t i o n o f any o f t h e Hydrocarbon P r o p e r t y o r any U n i t . 

12. " U n i f o r m Commercial Code" - L o u i s i a n a Commerc ia l Laws 
- Secured T r a n s a c t i o n s (Chapter 9 L o u i s i a n a Rev i sed S t a t u t e s , 
T i t l e 10, as amended) . 

13. " U n i t i z e d I n t e r e s t s " - a l l t hose S u b j e c t I n t e r e s t s 
t h a t are d e s c r i b e d i n s u b s e c t i o n (b) o f t h e d e f i n i t i o n o f S u b j e c t 
I n t e r e s t s h e r e i n . 

WCW4393A 
- 6 -



K.E. RESOURCES, LTD. 
Feder.il Tc^M dent i f i c a t i o n 
No. 85-0388471 

EXHIBIT B 
TO 

FINANCING STATEMENT 

PROPERTY SCHEDULE 

State Lease No. 1961, dated May 11, 1951, executed by the 
State o f Louisiana i n favor of Shell O i l Company, recorded 
i n Conveyance Book 153, Fol i o 742 of the records of 
Plaquemines Parish, Louisiana. 

OCS-G 5315: O i l an*3 Gas Lease between the United State, 
of America, as Lessor, and Shell Offshore Inc., e t a l . , as 
Lessee, e f f e c t i v e J u l y 1, 1983, covering a l l o f Block 
368, West Cameron Area, West Addition OCS Leasing Map, 
Louisiana Map No. IA. 

CCS-G 5557: O i l and Gas Lease between the United States 
ot America, as Lessor, and Shell Offshore Inc., e t a l . , as 
Lessee, dated e f f e c t i v e as of July 3 , 1983, covering a l l 
of Block 201, Ship Shoal Area, OCS Leasing Map, Louisiana 
Map No. 5. 

OCS-G 5558: O i l and Gas Lease between the United States 
of America, as Lessor, and Tenneco O i l Company, as Lessee, 
dated e f f e c t i v e as of J u l y 1, 1983, covering a l l of Block 
202, Ship Shoal Area, OCS Leasing Map, Louisiana Map No. 
5. 



OCS-G, S S S T 

STATE OF LOUISIANA 

PARISH J F ORLEANS 

COLLATERAL MORTGAGE OF MINERAL I N T E R E S T S 

BE IT KNOWN, that on t h i s 18th day of June, 1991,-before 
me, the undersigned notary p u b l i c duly commissioned and q u a l i f i e d 
i n and f o r the aforesaid p a r i s h and st a t e , and i n the presence of 
the witnesses hereto subscribed, personally came and appeared: 

K.E. RESOURCES, LTD., a corporation 
organized under the laws of the s t a t e 
of Delaware, represented herein by 
Lambert M. Laperouse, i t s 
representative, duly authorized by 
re s o l u t i o n s of the Board of Directors, 
a c e r t i f i e d o r i g i n a l of which i s 
attached hereto as a part hereof and 
i d e n t i f i e d as E x h i b i t A (hereinafter 
r e f e r r e d t o as "Mortgagor") , 

R E C E I V E D 

wU 2 - 1991 

Minerals Management Service 
Leasing & Environmeni 

who declared t o me, Notary, and i n the presence of said witnesses, 
t h a t Mortgagor i s desirous o f obtaining funds from any person, f i r m 
or corporation w i l l i n g t o loan same; and t h a t Mortgagor i s desirous 
of securing the performance of any obl i g a t i o n s thar. i t has previously 
incurred or may hereafter i n c u r , d i r e c t l y or i n d i r e c t l y , as primary 
obligor or secondary ob l i g o r , or as guarantor, endorser or surety of 
the o b l i g a t i o n or obligations or indebtedness of other persons or 
e n t i t i e s ; and f o r such purposes, Mortgagor does by these presents 
declare and acknowledge an indebtedness i n the sum of TEN MILLION AND 
NO/100 ($10,000,000.00) DOLLARS and t o evidence such indebtedness has 
executed one c e r t a i n demand promissory note f o r the sum of TEN 
MILLION AND NO/100 ($10,000,000.00) DOLLARS of even date herewith 
(the "Note") , made payable t o order of Bearer, due on demand at the 
o f f i c e s of FIRST NATIONAL BANK OF COMMERCE, 210 Baronne Street, New 
Orleans, Louisiana (hereinafter, together w i t h any f u t u r e holders of 
the Note, the "Mortgagee") , whicn Note s t i p u l a t e s t o bear i n t e r e s t at 
the rate of eighteen (18%) percent per annum from date thereof u n t i l 
paid, and t e n (10%) percent attorney's fees and which Note (an 
unexecuted copy of which i s attached hereto as a p a r t hereof and 
i d e n t i f i e d as E x h i b i t B) , a f t e r having been paraphed "Ne V a r i e t u r " by 
me, said Notary, f o r i d e n t i f i c a t i o n w i t h t h i s Act of C o l l a t e r a l 
Mortgage of Mineral I n t e r e s t s (hereinafter r e f e r r e d t o as the 
"Mortgage") , was delivered t o Mortgagor who hereby acknowledges 
receipt t h e r e o f , and Mortgagor f u r t h e r declared t h a t the Note would 
be negotiated f o r the purpose of r a i s i n g funds and securing 
obligations, as heretofore stated, and Mortgagor does hereby 
acknowledge t h a t i t i s j u s t l y indebted unto Mortgagee i n the f u l l 
amount of the Note, together with i n t e r e s t , ten (10%) percent 



attorney's fees and c o l l e c t i o n fees, and a l l other costs and 
indebtedness provided f o r herein, should any accrue. 

In case the Note should be placed i n the hands of an 
attorney a f t e r i t s maturity, t o i n s t i t u e l e g a l proceedings t o 
recover the amount thereof, or any par t thereof, i n p r i n c i p a l or 
i n t e r e s t , or t o pro t e c t the i n t e r e s t s of Mortgagee, or i n case the 
same should be placed i n the hands of an attorney f o r c o l l e c t i o n , 
compromise or other action, Mortgagor hereby binds i t s e l f t o pay the 
fees of the attorney who may be employed f o r t h a t purpose, which fees 
are hereby f i x e d a t ten (10%) percent of the amount sued f o r or 
sought t o be protected. 

AND NOW, i n order t o secure the f u l l , due and punctual 
payment of a l l indebtedness evidenced by the Note, and/or any 
extension or renewal thereof, as w e l l as a l l costs, taxes, 
assessments, charges, insurance premiums, attorney's and c o l l e c t i o n 
fees, and other costs and indebtedness incurred and paid hereunder, 
and to secure the f a i t h f u l observance and performance of a l l of the 
obligations, agreements, covenants and s t i p u l a t i o n s contained herein 
or i n the Note, Mortgagor declares t h a t i t does by these presents 
mortgage, a f f e c t , pledge and hypothecate t o Mortgagee, whether the 
Note be held by Mortgagee as an o r i g i n a l o b l i g a t i o n or i n pledge, the 
following r i g h t s , i n t e r e s t s and properties ( c o l l e c t i v e l y , the 
"Mortgaged Property") : 

1. A l l of the o i l , gas or mineral leases or subleases 
(and any extensions or renewals of same), mineral 
servitudes, mineral r o y a l t y or overriding r o y a l t y 
i n t e r e s t s , operating r i g h t s and other mineral r i g h t s 
or property i n t e r e s t s p a r t i c u l a r l y described on 
Exhibit C attached hereto and made a part hereof 
together w i t h a l l of Mortgagor's i n t e r e s t i n any 
un i t or u n i t s now or hereafter formed, 
conventionally or l e g a l l y , f o r the exploration, 
development, production or d i s p o s i t i o n of o i l , gas 
and other minerals, t o the extent ownership or 
p a r t i c i p a t i o n i n such u n i t i s derived or based upon 
the ownership of the mineral r i g h t s and other 
property i n t e r e s t s described on Exhibit C; and 

2. A l l other o i l , gas and mineral leases or subleases 
(and any extensions or renewals of same), mineral 
servitudes, mineral r o y a l t y or overriding r o y a l t y 
i n t e r e s t s , operating r i g h t s , and other mineral 
r i g h t s or property i n t e r e s t s which are now owned or 
claimed, or which may hereafter be acquired or 
claimed, by Mortgagor, i n s o f a r as they l i e w i t h i n 
the boundaries of the lands described i n Ex h i b i t C 
or which may be taken as a renewal, s u b s t i t u t i o n or 
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replacement of the property or mineral i n t e r e s t s of 
Mortgagor covering such lands; and 

3. A l l other o i l , gas and mineral leases or subleases 
(and any extensions or renewals of same), mineral 
servitudes, mineral r o y a l t y or ov e r r i d i n g r o y a l t y 
i n t e r e s t s , operating r i g h t s , and any other mineral 
r i g h t s or property i n t e r e s t s l y i n g w i t h i n the 
boundaries of any l i m i t now e x i s t i n g or hereafter 
formed, conventionally or l e g a l , f o r the 
exploration, development, production or d i s p o s i t i o n 
of o i l , gas and other minerals, t h a t includes any 
mineral r i g h t s or property i n t e r e s t s described i n 
paragraphs 1. and/or 2. above, inc l u d i n g 
p a r t i c u l a r l y any such i n t e r e s t s l y i n g w i t h i n the 
boundaries of any u n i t created hereafter or any 
extensions or r e v i s i o n of any e x i s t i n g or 
subsequently created u n i t or u n i t s ; and 

4. Any other mineral r i g h t or property i n t e r e s t 
presently owned or hereafter acquired by Mortgagor 
within the boundaries of the land described i n 
Exhibit C. 

Mortgagor warrants t h a t i t s present i n t e r e s t s i n the 
Mortgaged Property are as set f o r t h on E x h i b i t C hereto. 

I t i s the i n t e n t i o n of Mortgagor t o include herein a l l 
i n t e r e s t s whatsoever owned by i t i n and t o , or r e l a t i n g t o , the 
property l y i n g w i t h i n the boundaries of the lands described i n 
Exhibit C. 

ARTICLE I . 

REPRESENTATIONS. WARRANTIES. AND COVENANTS 

1.1 Mortgagor represents, warrants and covenants t h a t : 

(a) The Note and the Mortgage are l e g a l , v a l i d and binding 
obligations of Mortgagor; 

(b) Mortgagor i s the l a w f u l owner of the Mortgaged 
Property, and ha. good r i g h t and a u t h o r i t y t o mortgage, a f f e c t , 
pledge and hypothecate the same without the consent of any other 
person, and Mortgagor has not t r a n s f e r r e d or subleased or agreed t o 
transfer or sublease any of the Mortgaged Property; 

(c) Each of the leases comprising a p o r t i o n of the 
Mortgaged Property i s v a l i d and sub s i s t i n g and i s i n f u l l force and 
e f f e c t ; 
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(d) A l l r o y a l t i e s due and payable under the leases 
comprising a p o r t i o n of the Mortgaged Property and a l l severance 
and production taxes and other taxes payable w i t h respect t o the 
production therefrom have been timely and property paid; 

(e) The Mortgaged Property i s free and clear of a l l l i e n s , 
burdens, preferen< 7 purchase r i g h t s , encumbrances or other 
r e s t r i c t i o n s or l i ions of any nature or kind except f o r the 
T i t l e Exceptions; 

( f ) A l l producing wells located on the leases comprising 
a portion of the Mortgaged Property have been d r i l l e d , operated and 
produced i n conformity w i t h a l l applicable laws and r u l e s , 
regulations and orders of a l l regulatory a u t h o r i t i e s having 
j u r i s d i c t i o n , and are subject t o no penalties on account of past 
production; 

(g) None of such wells are deviated from the v e r t i c a l more 
than the maximum permitted by applicable laws, r u l e s and 
regulations; 

(h) Such wells are i n f a c t bottomed under and are 
producing from, and the w e l l bores are wholly w i t h i n the lands 
affected by the leases comprising a p o r t i o n of the Mortgaged 
Property; and 

( i ) Mortgagor warrants and w i l l forever defend the t i t l e 
t o the Mortgaged Property against the claims of a l l persons 
whomsoever claiming or t o claim the same or any p a r t t h e r e o f ; 

( j ) A l l costs, expenses and charges incurred by or 
chargeable t o Mortgagor i n connection w i t h the ownership, 
exploration, d r i l l i n g , development or operation of the leases 
comprising a p o r t i o n of the Mortgaged Property or under the terms 
of any contracts or agreements r e l a t i n g t o the Mortgaged Property 
have been paid, except f o r those t h a t are current and not yet due. 

(k) Mortgagor i ~ not obligated i n any material respect by 
v i r t u e of any prepayment previously made or any other o b l i g a t i o n of 
any contract t o which t or the leases comprising a p o r t i o n of the 
Mortgaged Property arc subject, or by v i r t u e of any law, r u l e , 
regulation or order: 

(1) To d e l i v e r hydrocarbons t o be 
produced from or allocated t o any of the leases 
comprising a p o r t i o n of the Mortgaged Property 
without receiving f u l l payment th e r e f o r at the 
time of d e l i v e r y ; 

(2) To not f u l l y producing any share of 
the production otherwise a t t r i b u t a b l e t o the 
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l e a s o s comprising a p o r t i o n of the Mortgaged 
P r o p e r t y i n t h e f u t u r e or t o d e l i v e r some 
p o r t i o n t h e r e o f t o another lessee or owner i n 
t h e f i e l d from which such lease i s producing, 
or t o pe r m i t o r a l l o w such other l e r see o r 
owner t o produce o r r e t a i n some p o r t i o n of t h e 
p r o d u c t i o n from such f i e l d t h a t would o t h e r w i s e 
be a t t r i b u t a b l e t o t h e leases comprising a 
p o r t i o n of the Mortgaged Property; 

(3) To r e f u n d o r pay t o any ot h e r person 
or t o al l o w such person t o recover from 
p r o d u c t i o n from t h e Mortgaged Property or t h e 
proces< r, t h e r e o f , any s u b s t a n t i a l amounts 
i n c u r r e d i n t h e o p e r a t i o n of t h e Mortgaged 
P r o p e r t y , or f o r t h e overpayment by such 
persons of amounts a r i s i n g out of the o p e r a t i o n 
o f t h e Mortgaged P r o p e r t y or as a r e s u l t o f 
amounts due under t h e terms of any c o n t r a c t s o r 
o r d e r or as a r e s u l t of any j o i n t o p e r a t i o n 
w i t h o t h e r s or a t t r i b u t a b l e t o u n i t s i n which 
o t h e r s have an i n t e r e s t , except f o r such 
amounts, as may be r o u t i n e l y due as a r e s u l t o f 
c u r r e n t o p e r a t i o n s ; o r 

(4) To pay any t h i r d person any amounts 
measured by or a t t r i b u t a b l e t o such f u t u r e 
p r o d u c t i o n , except ĉ s t o ^uch amounts as a r e 
e x p r e s s l y noted i n E x h i b i t C ana f o r which 
Mortgagor has e s t a b l i s h e d (and w i l l keep and 
m a i n t a i n ) monetary reserves i n segregated 
accounts, adequate i n amount t o s a t i s f y such 
o b l i g a t i o n s . 

(1) There i s no law, r e g u l a t i o n , r u l e o r o r d e r , nor any 
proceedings i n s t i t u t e d o r pending by any governmental agency, nor 
any claim o r s u i t a s s e r t e d by any person which may r e q u i r e 
Mortgagor t o r e f u n d any m a t e r i a l p o r t i o n of the proceeds h e r e t o f o r e 
received o r t h a t may h e r e a f t e r be received from t h e s a l e o r other 
d i s p o s i t i o n o f hydrocarbons produced from o r a t t r i b u t a b l e t o the 
Mortgaged P r o p e r t y . 

1.2 So long as t h e indebtedness secured hereby or any 
p a r t hereof remains unpaid, Mortgagor, fo: ~ s e l f , i t s successors 
and assigns, covenants and agrees w i t h Mc. .jagee as f o l l o w s : 

(a) To pay and d i s c h a r g e promptly, as and when due, and 
i n apt time t o prevent and a v o i d any sale or f o r f e i t u r e o f the 
Mortgaged P r o p e r t y t h e r e f o r , a l l taxes, assessments, f o r c e d 
c o n t r i b u t i o n s , l o c a l assessments and governmental charges o f every 
d e s c r i p t i o n which s h a l l , from t i m e t o time, be l e g a l l y imposed, or 
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assessed, cr l e v i e d by any law f u l taxing a u t h o r i t y , f e d e r a l , state 
or l o c a l , upon the Mortgaged Property, or any p a r t thereof, so th a t 
the p r i o r i t y of these presents, as herein s t i p u l a t e d f o r , s h a l l a t 
a l l times be duly maintained and preserved; provided, however, t h a t 
Mortgagor s h a l l not be required t o pay any such taxes, assessments 
or charges so long as the v a l i d i t y , or the amount thereof, s h a l l be 
contested i n good f a i t h by Mortgagor i n a court of competent 
j u r i s d i c t i o n , and so long as such contestation s h a l l remain 
undetermined; but provided f u r t h e r t h a t , i n any such event, 
Mortgagee, at i t s option, and as a condition precedent t o any such 
contest, s h a l l be e n t i t l e d t o demand of Mortgagor and Mortgagor 
hereby agrees t o f u r n i s h adequate se c u r i t y t o p r o t e c t Mortgagee i n 
the premises. I n the event Mortgagor should, f o r any reason, f a i l 
t o promptly pay and discharge any such taxes, assessments, forced 
c o n t r i b u t i o n s , l o c a l assessments and governmental charges, as and 
when due, and i n apt time t o prevent and avoid any sale or 
f o r f e i t u r e of the Mortgaged Property t h e r e f o r , then Mortgagee s h a l l 
be authorized t o pay the same w i t h f u l l subrogation t o a l l r i g h t s 
of the taxing a u t h o r i t i e s by reason of such payment and the amounts 
so paid, up t o a maximum sum equal t o twenty-five (25%) percent of 
the o r i g i n a l p r i n c i p a l amount of the Note, s h a l l be secured by the 
Mortgage, and Mortgagor, i t s successors and assigns, covenants and 
agrees that w i t h i n ten (10) days a f t e r payment and demand therefor 
by Mortgagee i t s h a l l repay the amounts so paid by Mortgagee as 
taxes, assessments, etc., together w i t h i n t e r e s t at the ra t e per 
annum equal t o the Default Rate (as he r e i n a f t e r defined) thereon 
from date of such payment u n t i l said amount i s repaid. I n case of 
d e f a u l t i n the payment of such amount by Mortgagor, w i t h i.nt .rest, 
as aforesaid, then at the e l e c t i o n and opt iun of I'yrtgagee, 
anything herein, or i n the Note t o the contrary rotw- th-^tanding, 
th e whole amount of the indebtedness secured hereb> , i n c l u d i n g tti/? 
amount paid on account of such taxes, assessment:;, etc. , as 
aforesaid, s h a l l become immediately due and payable, and Mortgagor 
covenants and agrees t o pay same upon demand. Nothing herein 
contained s h a l l be construed, however, as making the payment ~»f 
such taxes, assessments, etc., obl i g a t o r y upon Morr_gaqee, or as 
making i t l i a b l e f o r any loss, damage or i n j u r y r e s u l t i n g from the 
nonpayment of said taxes, assessments, etc. 

(b) To promptly pay and discharge ( w i t h i n the time 
periods as are customary i n the o i l snd gas industry) a l l debts, 
claims and demands of whatever name, nature or kind which might by 
law be e n t i t l e d t o liens a f f e c t i n g the Mortgaged Property or any 
p a r t thereof; but nothing herein contained s h a l l be construed t o 
re q u i r e Mortgagor t o pay any such debt, claim or demand, so long as 
the v a l i d i t y or amount thereof s n a i l be contested i n good f a i t h i n 
a competent c o u r t by Mortgagor and such contestation s h a l l remain 
undetermined; provided, however, t h a t i f Mortgagor elects t o 
contest any such debt, claim or demand, Mortgagee, at i t s option, 
and as a c o n d i t i o n precedent t o such contest, s h a l l be e n t i t l e d t o 
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demand of Mortgag and Mortgagor agrees t o f u r n i s h security 
s a t i s f a c t o r y t o Mu. lagee t o protect Mortgagee i n the premises; 

(c) To permit Mortgagee and i t s authorized agents and 
employees a t a l l times t o go upon, examine, inspect and remain on 
the Mortgaged Property, and t o go upon the d e r r i c k f l o o r of any 
w e l l at any time d r i l l e d or being d r i l l e d thereon, and t o f u r n i s h 
t o Mortgagee on request a l l p e r t i n e n t information i n re ard t o the 
development and operation of the Mortgaged Property; 

(d) To f u r n i s h t o Mortgagee, i f Mortgagee s h a l l so 
request, p e r i o d i c statements showing that Mortgagor has paid to the 
proper department of the United States of America or other 
appropriate p a r t y , as the case may be, a l l r o y a l t i e s and other 
lease payments due on production of o i l , gas or other minerals from 
the Mortgaged Property, the said statements t o be furnished w i t h i n 
f i f t e e n days a f t e r such r o y a l t i e s and other lease payments are due 
t o the United States of America under the terms of the leases 
comprising a p o r t i o n of the Mortgaged Property; 

(e) That Mortgagor w i l l cause the Mortgaged Property to 
be operated i n a good and workmanlike manner i n accordance with 
a l l applicable laws and r u l e s , regulations and orders promulgated 
by a l l duly c o n s t i t u t e d a u t h o r i t i e s and i n accordance w i t h the 
provisions of each of the leases comprising a p a r t of the Mortgaged 
Property, the f a i l u r e t o comply w i t h which could m a t e r i a l l y a f f e c t 
the value of the Mortgaged Property, and wi maintain a l l of the 
Mortgaged Property i n good operating c o n d i t i o n , causing a l i 
necessary r e p a i r s , renewals, replacements, additions and 
improvements t o be promptly made; 

( f ) That Mortgagor w i l l observe and comply w i t h a l l of 
the terms and provisions, express or implied, of each of the leases 
and a l l m a t e r i a l contracts and agreements p e r t a i n i n g thereto, and 
w i l l not amend any ot the 1 .ses comprising a p a r t of the Mortgaged 
Property, agreements or other instruments, so as t o m a t e r i a l l y 
a f f e c t the value of the Mortgaged Property, or terminate any of the 
leases comprising a part of the Mortgaged Property, agreements or 
other instruments, or surrender, abandon or release any of the 
leases comprising a part of the Mortgaged Property i n whole or i n 
p a r t , so long as any w e l l s i t u a t e d thereon, or located on any u n i t 
containing a l l or any part of the leases comprising a p a r t of the 
Mortgaged Property, i s capable of producing o i l , gas or other 
hydrocarbons or other minerals i n paying q u a n t i t i e s , and w i i i not 
s e l l or otherwise dispose of or encumber the Mortgaged Property, or 
any part thereof other than by t h i s Mortgage; 

(g) That Mortgagor w i l l promptly correct any defect, 
error or omission which may be discovered i n the contents of t h i s 
Mortgage or i n the execution or acknowledgment thereof, and w i l l 
execute and d e l i v e r any and a l l a d d i t i o n a l instruments as mav be 
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required t o c o r r e c t such defect, e r r o r or omissicn or t o i d e n t i f y 
any a d d i t i o n a l properties which are or become subject t o t h i s 
Mortgage; 

(h) That Mortgagor w i l l keep and maintain a l l records, 
reports, accounts, f i l e s , correspondence and other s i m i l a r data as 
i s usually and customarily kept by persons engaged i n operations 
s i m i l a r t o t h a t of Mc :gagor, and also as are customarily kept and 
maintained by Mortgagor p e r t a i n i n g t o the Mortgaged Property or i t s 
ownership or operation; permit Mortgagee from access the r e t o and 
supply Mortgagee, upon request, w i t h copies thereof; 

( i ) That Mortgagor w i l l not t r a n s f e r , s e l l , a l i e n a t e , 
encumber, damage or deteriorate the Mortgaged Property, or any part 
thereof; and 

( j ) That Mortgagor w i l l not enter i n t o any operation 
agreements, farmout agreements, processing agreements, agreements 
f o r the sale of production, subleases, assignments or any other 
agreement or contract m a t e r i a l l y a f f e c t i n g the Mortgaged Property 
or Mortgagor's i n t e r e s t s t h e r e i n or modifying, c o n t r a c t u a l l y or 
otherwise, any of Mortgagor's r i g h t s , p r i v i l e g e s and ob l i g a t i o n s 
w i t h respect t o the Mortgaged Property, or r e s t r i c t i n g Mortgagor's 
r i g h t to f r e e l y exercise Mortgagor's r i g h t s thereunder or with 
respect t h e r e t o or imposing any burden or charge upon the 
operations thereof. 

ARTICLE I I . 

WAIVER AND PARTIAL RELEASE 

Mortgagee may, at any time and from time t o ime, i n 
w r i t i n g : 

(a) Waive compliance by Mortgagor w i t h any covenant 
herein made by Mortgagor t o the extent and i n the manner sp e c i f i e d 
i n such w r i t i n g ; or 

(b) Consent t o Mortgagor's commission of any act which 
hereunder Mortgagor i s p r o h i b i t e d from doing, or t o Mortgagor's 
f a i l u r e t o do any act which hereunder the Mortgagor i s required t o 
do, to the extent and i n the manner sp e c i f i e d i n such w r i t i n g ; or 

(c) Release any part of the Mortgaged Property or any 
in t e r e s t t h e r e i n from the l i e n of t h i s Mortgage. 

No such act s h a l l i n any way impair the r i g h t s of 
Mortgagee hereunder. 
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ARTICLE I I I . 

EMINENT DOMAIN 

For the purpose of a d d i t i o n a l l y securing the payment of 
a l l indebtedness secured hereby and t o f a c i l i t a t e the discharge of 
a l l such indebtedness, Mortgagor hereby assigns t o Mortgagee a l l 
awards or other compensation hereinafter made f o r any taking by 
expropriation or by eminent domain, e i t h e r permanent or temporary, 
of a l l or any p a r t of the Mortgaged Property, and Mortgagor hereby 
appoints Mortgagee i t s agent and attorney i n f a c t , coupled w i t h an 
i n t e r e s t , and authorizes, d i r e c t s and empowers such agent at i t s 
opt i o n on behalf of Mortgagor, i t s successors or assigns, t o adjust 
and compromise the claim for any such award or compensation and 
c o l l e c t and receive the proceeds thereof, t o give proper receipts 
and acquittances therefor, and a f t e r deducting expenses of 
c o l l e c t i o n t o apply the net proceeds as a c r e d i t upon any portion 
of the indebtedness due by Mortgagor t o Mortgagee, notwithstanding 
the f a c t t h a t the amount owing on such indebtedness may not then be 
due or payable or t h a t the indebtedness i s otherwise adequately 
secured. 

ARTICLE IV. 

INSURANCE 

Mortgagor w i l l keep such part of the Mortgaged Property 
which i s of an insurable nature and of u character usually insured 
by persons operating s i m i l a r properties insured, i id w i l l keep i n 
force public l i a b i l i t y insurance i n s- h amounts and of a character 
us u a l l y c a r r i e d by persons operating s i m i l a r properties, with 
companies of recognized r e s p o n s i b i l i t y s a t i s f a c t o r y t o Mortgagee 
against loss or damage by f i r e and from other causes customarily 
insured against, and a l l p o l i c i e s evidencing such insurance (other 
than public l i a b i l i t y insurance) s h a l l contain clauses providing 
t h a t the proceeds thereof s h a l l be payable t o Mortgagee as i t s 
i n t e r e s t may appear (and w i t h respect t o public l i a b i l i t y 
insurance, Mortgagee shall be named as an a d d i t i o n a l insured); and 
i n the event of any loss under any of said p o l i c i e s (other than 
p u b l i c l i a b i l i t y insurance) , Mortgagee s h a l l have the r i g h t t o 
c o l l e c t the same, and a l l amounts so received s h a l l be applied 
toward costs, cnarges and expenses, i f any, incurred i n the 
c o l l e c t i o n thereof, then t o the payment of the Note and a l l other 
indebtedness ecured thereby, and any balance remaining s h a l l be 
subject t o the order of Mortgagor; provided, however, t h a t 
Moi ugagor, i f no Event of Default and no event which w i t h the 
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g i v i n g of no t i c e or the lapse of time, or both, would be such an 
Event of Default, has occurred and i s continuing hereunder or i f 
Mortgagee consents thereto i n w r i t i n g , may receive a l l or a portion 
of said proceeds so col l e c t e d f o r the sole purpose of reimbursing 
the Mortgagor f o r expenditures made i n r e p a i r i n g or r e s t o r i n g the 
damaged property; and Mortgagee i s hereby authori~3d but not 
obligated t o enforce i n i t s name or i n the narae of Mortgagor 
payment of any or a l l of said p o l i c i e s or t o s e t t l e or compromise 
any claim i n respect thereof, and t o c o l l e c t and make re c e i p t s f o r 
the proceeds thereof. 

I f Mortgagor f a i l s t o obtain any insurance required by 
t h i s Mortgage, Mortgagee from time may procure such insurance 01 
such other insurance as i t deems desirable, or may insure i t s own 
in t e r e s t s , as i t sees f i t . Any premiums or other costs expended by 
Mortgagee f o r such insurance s h a l l be owed t o Mortgagee by 
Mortgagor, be immediately payable and bear i n t e r e s t a t the r a t e per 
annum equal t o the Default Rate (as her e i n a f t e r defined) thereon 
from date of such payment u n t i l said amount i s repaid. 

Mortgagee may from time t o time, discontinue, cancel or 
otherwise deal with such insurance as i t may procure upon 
Mortgagor's f a i l u r e t o do so and s h a l l have no r e s p o n s i b i l i t y t o 
Mortgagor or any other person f o r i t s actions or f a i l u r e t o act i n 
connection t h e r e w i t h — t h ^ p a r t i e s agreeing t h a t i t w i l l be acting 
s o l e l y i n i t s o..n i n t e r e s t and f o r i t s own b e n e f i t i n such cases. 
Further, Mortgagee s h a l l have no r e s p o n s i b i l i t y regarding the 
solvency of any insurance company selected by i t pursuant t o the 
provisions hereof. 

ARTICLE V. 

DEFAULT AND REMEDIES IN EVENT OF DEFAULT 

5.1 The term "Event of Default" as used i n t h i s Mortgage 
s h a l l mean the occurrence of any of the f o l l o w i n g events t h a t are 
continuing a f t e r notice, i f n o t i c e i s required, and the e x p i r a t i o n 
of any applicable cure periods: 

(a) Mortgagor s h a l l f a i l t o pay when due any installment 
o f p r i n c i p a l or i n t e r e s t on the Note or on any o b l i g a t i o n f o r which 
the Note i s or may be pledged as security w i t h i n f i f t e e n (15) days 
of any notice of deficiency from Mortgagee; 

(b) Any representation or warranty made or deemed made by 
Mortgagor herein or i n any other agreement with Mortgagee, 
including, but not l i m i t e d t o , any act of pledge, c o l l a t e r a l 
mortgage note, promissory note, l e t t e r agreement, security 
agreement or loan agreement executed i n connection herewith or 
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otherwise, s h a l l prove t o have been incorrect i n any material 
respect on or as of the date made or deemed made; 

(c) Any f a i l u r e of the Mortgagor t o observe or perform 
ar v covenant or agreement contained i n t h i s Mortgage or i n any 
other agreement w i t h Mortgagee, including, but not l i m i t e d t o , any 
loan agreement, act of pledge, c o l l a t e r a l mortgage note, promissory 
note, l e t t e r agreement or s e c u r i t y ^1eement executed i n connection 
heraw h or otherwise; 

(d) I f the Mort«*3«o operty or any po r t i o n thereof, be 
seized i n the execut' ŵ: of sequestration, attachment or 
f i e r i facias, or i n ccn .on with executory process or of any 
other legal process, ai*u isiue s h a l l not have been released or 
bonded wi t h i n t h i r t y (30) days a f t e r the seizure of the Mortgaged 
Property; 

(e) ( i ) mortgagor s h a l l commence any case, proceeding or 
other action (A) under any e x i s t i n g or fut u r e iaw of any 
j u r i s d i c t i o n , domestic or f o r e i g n , r e l a t i n g t o bankruptcy, 
insolvency, reorganization or r e l i e f of debtors, seeking t o have an 
order for r e l i e f entered w i t h respect t o i t , or seeking t o 
adjudicate i t a bankrupt or insolvent, or seeking reorganization, 
arrangement, adjustment, winding-up, l i q u i d a t i o n , d i s s o l u t i o n , 
composition or other r e l i e f w i t h respect t o i t or i t s deuts, or (B) 
seeking appointment of a receiver, trustee, custodian or other 
s i m i l a r o f f i c i a l f o r i t or f o r a l l or any su b s t a n t i a l p a r t of i t s 
assets, or (C) the Mortgagor s h a l l make a general assignraent f o r 
the benefit of i t s c r e d i t o r s ; or ( i i ) there s h a l l be commenced 
against the Mortgagor any case, proceeding or other action of a 
nature ref e r r e d t o i n clause ( i ) above which (A) r e s u l t s i n the 
entry of an order f o r r e l i e f or any such adjudication or 
appointment, or (B) remains undismissed or undischarged f o r a 
period of 45 days; or ( i i i ) there s h a l l be commenced against 
Mortgagor any case, proceeding or other action seeking issuance of 
a warrant of attachment, execution, d i s t r a i n t or s i m i l a r process 
against a l l or my substantial p a r t of i t s assets which r e s u l t s i n 
the entry of an order for any such r e l i e f which s h a l l not have been 
vacated, discharged, or stayed or bonded pending appeal, w i t h i n 45 
days from the entry thereof; or ( i v ) Mortgagor s h a l l take any 
action i n furtherance of, or i n d i c a t i n g i t s consent t o , approval 
o f , or acquiescence i n , any of the acts set f o r t h i n ( i ) , ( i i ) or 
( i i i ) above; or (v) Mortgagor s h a l l generally not, or s h a l l be 
unable to, or s h a l l admit i n w r i t i n g i t s i n a b i l i t y t o , pay i t s 
debts as they become due; or 

(f ) One or more judgments or decrees s h a l l be entered 
against the Mortgagor i n v o l v i n g i n the aggregate a l i a b i l i t y (not 
paid or f u l l y covered by insurance) of $50,000.00 and a l l such 
judgments or decrees s h a l l not have been vacated, discharged, or 
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stayed or uonded pending appeal w i t h i n 3 0 days f r o a the entry 
thereof; 

5.2 Upon the occurrence of an Event of Default described 
i n 5.1(e) above, without any notice t o the Mortgagor, or any other 
act by the Mortgagee, a l l indebtedness of the Mortgagor t o 
Mortgagee s h a l l , upon the e x p i r a t i o n of any cure period, become 
immediately due and payable without presentment, demand, protest, 
or other n o t i c e of any kind, a l l of which are hereby waived by 
Mortgagor. A d d i t i o n a l l y , upon the occurrence of any other Event of 
Default, a l l indebtedness secured hereby i n i t s e n t i r e t y s h a l l , a t 
the option of Mortgagee, be immediately due and payable, witnout 
presentment, demand, pr o t e s t , or other notice of any kind, a l l of 
which are hereby waived by Mortgagor. Upon the occurrence of any 
Event of Default, the l i e n s evidenced hereby s h a l l be subject t o 
foreclosure i n any manner provided f o r herein or provided f o r by 
law. 

5.3 Upon the occurrence of an Event of Default and, i f 
applicable, a f t e r the g i v i n g of notice and lapse of time provided 
f o r i n Subsection 5.2 above. Mortgagee i s authorized ?rior or 
subsequent t o the i n s t i t u t i o n of any foreclosure proceedings t o 
enter upon the Mortgaged Property, or any part thereof, and to 
exercise without interference from Mortgagor any and a l l r i g h t s 
which Mortgagor has with respect t o the management, possession and 
operation of the Mortgaged Property. A l l costs, expenses and 
l i a b i l i t i e s of every character incurred by Mortgagee i n managing, 
operatinq and maintaining such propert i e s , l i m i t e d i n the aggregate 
t o twenty-five (25%) percent of the o r i g i n a l p r i n c i p a l of the Note, 
s h a l l c o n s t i t u t e a demand o b l i g a t i o n owing by Mortgagor t o 
Mortgagee, s h a l l draw i n t e r e s t from date of expenditure u n t i l paid 
at the rate equal the Default Rate (as hereinafter defined) a l l of 
which s h a l l c o n s t i t u t e a p o r t i o n of the indebtedness secured by the 
l i e n evidenced by t h i s Mortgage. 

5.4 Mortgagor, f o r i t s e l f , i t s successors and assigns, 
does by these presents agree and s t i p u l a t e t h a t i t s h a l l be lawful 
f o r , and Mortgagor hereby authorizes, Mortgagee, upon the 
occurrence o f an Event of Default and, i f applicable, a f t e r the 
givi n g of n o t i c e and lapse of time provided f o r i n Subsection 5.2 
abov* , t o cause a l l and sing u l a r the Mortgaged Property t o be 
seized and sold by executory process, without apprciisement, e i t h e r 
i n i t s e n t i r e t y or i n l o t s or parcels, as Mortgagee may determine, 
t o the highest bidder f o r cash or on such terms as the Mortgagee i n 
such proceedings may d i r e c t ; and Mortgagor f o r i t s e l f and i t s 
successors and assigns, hereby acknowledges the ob l i g a t i o n s secured 
hereby whether now e x i s t i n g or t o arise hereafter and hereby 
confesses judgment hereon i f the obl i g a t i o n s are not paid at 
maturity, whether such m a t u r i t y r e s u l t s from the acceleration of 
such o b l i g a t i o n s or otherwise. 
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5.5 To the extent permitted by law, Mortgagor hereby 
waives: ( i ) the benefit of appraisement as provided i n A r t i c l e s 
2332, 2336, 2723 and 2724 of the Louisiana Code of C i v i l Procedure, 
and a l l other laws conferring the same; ( i i ) the demand and three 
days delay accorded by A r t i c l e s 2639 and 2721 of the Louisiana Code 
of C i v i l Procedure; ( i i i ) the notice of seizure required by 
A r t i c l e s 2293 and 2721 of the Louisiana Code of C i v i l Procedure; 
( i v ) the three days delay provided by A r t i c l e s 2 331 and 2722 of the 
Louisiana Code of C i v i l Procedure; (v) the b e n e f i t of the other 
provisions of Articles-2331, 2722 and 2723 of the Louisiana Code of 
C i v i l Procedure; and ( v i ) any other a r t i c l e s or s t a t u t e s not 
s p e c i f i c a l l y mentioned above. 

5.6 Mortgagee s h a l l have the r i g h t t o become the 
purchaser of the Mortgaged Property, or any p o r t i o n thereof, a t any 
sale held by any receiver or public o f f i c e r . 

5.7 A l l remedies herein expressly provided f o r are 
cumulative of any and a l l other remedies now e x i s t i n g at law, and 
Mortgagee s h a l l , i n addition t o the remedies herein provided, be 
e n t i t l e d t o a v a i l i t s e l f of a l l such other remedies as may now or 
hereafter e x i s t a t law f o r the c o l l e c t i o n cf said indebtedness, the 
enforcement of the covenants herein, and the foreclosure of the 
l i e n evidenced hereby; the r e s o r t t o any remedy provided f o r 
hereunder, or provided f o r by law s h a l l not prevent the concurrent 
or subsequent employment of any other appropriate remedy or 
remedies. Mortgagee s h a l l have the r i g h t t o appoint a keeper of 
the Mortgaged Property pursuant t o the terms and provisions of 
Louisiana Revised Statutes 9:5131, et sea.. as amended. 

5.8 Mortgagee may r e s o r t t o any s e c u r i t y given by t h i s 
Mortgage or t o any other s e c u r i t y now e x i s t i n g or hereafter given 
t o secure the payment of the indebtedness s-cured hereby, i n whole 
or i n part, and i n such portion^- and i n such order as may seem best 
t o the Mortgagee i n i t s sole ana uncontrolled d i s c r e t i o n , and any 
such action s h a l l not i n anywise be considered as a waiver of any 
of the r i g h t s , b e n e f i t s or l i e n s evidenced by t h i s Mortgage. 

5.9 I f , while the Mortgage i s i n e f f e c t , the t i t l e of 
Mortgagor, i t s successors or assigns, to the Mortgaged Property 
herein described or any p a r t thereof, or the p r i o r i t y of the l i e n 
of the Mortgage, i s questioned or attacked, d i r e c t l y or i n d i r e c t l y , 
by s u i t or other j u d i c i a l proceedings, or i n any other manner, or 
i f a controversy of any nature arises r e l a t i v e t o such t i t l e or the 
p r i o r i t y of such l i e n , or i f a f t e r t h i s Mortgage i s released, any 
person s h a l l make a claim or demand against Bank on account of any 
ac t i o n or omission of Mortgagee, Mortgagor agrees t o p r o t e c t and 
save harmless Mortgagee from any such costs, loss, damage or claim 
by reason of such attack, controversy, s u i t , claim or demand and 
Mortgagee i s hereby authorized and instr u c t e d at Mortgagor's cost 
and expense, t o take such steps as i n the judgment of Mortgagee may 
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be necessary o r proper t o defend a g a i n s t such c l a i m , demand, 
contr o v e r s y , s u i t or a t t a c k , i n c l u d i n g t he employment of counsel 
and the p r o s e c u t i o n and defense o f l i t i g a t i o n ; and t h e expenses 
i n c u r r e d i n such proceeding, i n c l u d i n g a l l sums pa i d f o r a t t o r n e y ' s 
fees, c o u r t c o s t s and a l l o t h e r expenses o f every k i n d and natu r e , 
n o t t o exceed t w e n t y - f i v e (25%) percent of t h e o r i g i n a l p r i n c i p a l 
amount of t h e Note secured hereby, w h i l e t h i s Mortgage remains i n 
e f f e c t , s h a l l become an a d d i t i o n a l p a r t of t h e debt secured hereby, 
bearing t h e r a t e o f i n t e r e s t equal t o t h e D e f a u l t Rate (as 
h e r e i n a f t e r d e f i n e d ) be payable on demand, and be secured by the 
l i e n and p r i v i l e g e of t h i s Mortgage ( t h e same not ha v i n g been 
p r e v i o u s l y r e l e a s e d ) upon t h e Mortgaged P r o p e r t y and whether before 
o r a f t e r t h i s Mortgage i s r e l e a s e d , Mortgagor agrees t o pay t o 
Mortgagee on demand a l l such sums and expenses p a i d and s u f f e r e d by 
Mortgagee and t h a t t h e same s h a l l be secured by su b r o g a t i o n t o a l l 
t h e r i g h t s , l i e n s , e q u i t i e s , s u p e r i o r t i t l e and b e n e f i t s h e l d , 
owned, possessed and r e c e i v e d a t any time by any owner or h o l d e r of 
any claim, l i e n , assessment, charge or expense so p a i d . The r i g h t : ; 
o f Mortgagee secured hereby under t h i s paragraph may be a v a i l e d of 
by Mortgagee and exe r c i s e d a t any time r e g a r d l e s s of whether t he 
indebtedness secured hereby be then due or n o t ; and i t i s 
d i s t i n c t l y understood t h a t t h e re l e a s e o f t h i s Mortgage s h a l l not 
r e l i e v e Mortgagor of i t s l i a b i l i t y t o save Mortgagee harmless from 
any damage s u f f e r e d by Mortgagee on account o f any c l a i m o r demand 
made against i t a f t e r r e l e a s e o f t h i s Mortgage. 

ARTICLE V I . 

MISCELLANEOUS PROVISIONS 

6.1 THIS MORTGAGE IS IN ALL RESPECTS TO BE CONSTRUED 
UNDER THE LAWS OF THE STATE OF LOUISIANA. 

6.2 The p a r t i e s h e r e t o waive t h e p r o d u c t i o n o f any 
mortgage, conveyance and t a x c e r t i f i c a t e s and agree t o h o l d , and 
do hereby h o l d , t h e undersigned Notary and h i s s u r e t y harmless i n 
t h e premises. 

6.3 The terms, p r o v i s i o n s , covenants and c o n d i t i o n s 
hereof s h a l l be b i n d i n g upon Mortgagor, i t s successors and assigns, 
and s h a l l i n u r e t o the b e n e f i t of the Mortgagee whether o r not 
expressly p r o v i d e d f o r h e r e i n . 

6.4 The term " D e f a u l t Rate" as used h e r e i n s h a l l be the 
l e s s e r of ( i ) f i v e (5%) p e r c e n t per annum i n excess o f t h e Prime 
Rate, ar. ; i ) t h e maximum nonusurious r a t e o f i n t e r e s t allowed 
under ap -.ble law, and t h e term " r r ime Rate" as used h e r e i n 
s h a l l be r a t e of i n t e r e s t e s t a b l i s h e d from time t o t i m e by The 
Chase Ma m i t o t a n Bank ( N a t i o n a l A s s o c i a t i o n ) ( o r i t s successor) as 
i t s prime l e n d i n g r a t e . Such "Pr'me Rate" i s not n e c e s s a r i l y the 
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lowest or b e s t r a t e of i n t e r e s t which the Mortgagee or The Chase 
Manhattan Bank may from time t o time charge any of i t s customers. 

6.5 The term " T i t l e Exceptions" s h a l l mean w i t h r e s p e c t 
t o t he Mortgaged Property, as t h e c o n t e x t may r e q u i r e , (a) l i e n s 
i n c u r r e d i n t h e o r d i n a r y course of business or imposed by 
a p p l i c a b l e law b u t only t o t h e e x t e n t t h a t t h e payment t h e r e o f i s 
p a i d c u r r e n t l y i n the normal course of business o r i s being 
contested i n good f a i t h by a p p r o p r i a t e proceedings d i l i g e n t l y 
conducted and w i t h respect t o which a p p r o p r i a t e reserves have been 
e s t a b l i s h e d ; (b) i m p e r f e c t i o n s i n t i t l e t o such p r o p e r t y as do not 
i n the aggregate m a t e r i a l l y d e t r a c t from t h e v a l u e o f t h e such 
p r o p e r t y ; (c) l i e n s a r i s i n g under p r e s e n t l y - e x i s t i n g o p e r a t i n g , 
p o o l i n g or u n i t i z a t i o n agreements of a scope and n a t u r e customary 
i n the o i l and gas i n d u s t r y ; and (d) a l l p r e s e n t l y e x i s t i n g 
r o y a l t i e s , payments out o f p r o d u c t i o n , p r e f e r e n t i a l r i g h t s t o 
purchase and o t h e r burdens which are t a k e n i n t o account i * -
computing t h e net revenue i n t e r e s t and w o r k i n g i n t e r e s t of 
Mortgagor w a r r a n t e d i n t h i s Mortgage; p r o v i d e d , however, t h a t t h e 
i n c l u s i o n o f t h i s p r o v i s i o n s h a l l not c o n s t i t u t e i n any way an 
acknowledgement by the Mortgagee of t h e v a l i d i t y , l e g a l i t y , 
e n f o r c e a b i l i t y or bi n d i n g e f f e c t on the Mortgagee o f such T i t l e 
Exceptions, t h e sole purpose o f t h i s p r o v i s i o n being t o p r o v i d e 
t h a t the e x i s t e n c e of any o f such T i t l e Exceptions s h a l l n o t i n and 
o f i t s e l f c o n s t i t u t e an Event o f D e f a u l t under t h i s Mortgage. 

6.6 T h i s Mortgage i s executed and gra . i t e d f o r t h e equal 
b e n e f i t and s e c u r i t y of any and a l l f u t u r e h o l d e r or h o l d e r s o f t h e 
N. 2 a t whatever pe r i o d or f o r whatever cause or f o r any reason 
whatsoever t h e Note s h a l l be issued or r e - i s s u e d , t h e purpose of 
t h e present a c t being t o enable t h e Mortgagor t o pledge, pawn, 
hypothecate and d e l i v e r on such terms as Mortgagor may deem 
advisable and proper the Note as c o l l a t e r a l s e c u r i t y t o secure such 
loa n or loans o r other o b l i g a t i o n s as Mortgagor may from t i m e t o 
t i m e d e s i r e t o make. I t i s understood and agreed t h a t possession 
o f the Note a t any time by Mortgagor s h a l l r o t i n any manner 
e x t i n g u i s h t h e Note or t h i s Mortgage se c u r i n g payment t h e r e o f , but 
t h a t the Mortgagor s h a l l have t h e r i g h t t o i s s u e and r e - i s s u e the 
Note from t i m e t o time as Mortgagor's i n t e r e s t or convenience may 
r e q u i r e , w i t h o u t i n any manner e x t i n g u i s h i n g or a f f e c t i n g t h e 
o b l i g a t i o n o f t h e Note or t h e s e c u r i t y of t h i s Mortgage. 

6.7 The maximum amount f o r which t h i s Mortgage may be 
deemed t o secure the o b l i g a t i o n s of Mortgagor as h e r e i n s t i p u l a t e s 
t o reimburse Bank f o r the amounts paM f o r premiums o f insurance, 
t a x e s , expenses charged under t h i s l i e n or any o t h e r expense or 
charge p r o v i d e d f o r h e r e i n i s hereby f i x e d a t an amount ( i n t h e 
aggregate) e q u a l t o twice t h e p r i n c i p a l amount o f t h e Note. 
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The undersigned Intervenor hereby accepts t h i s Act of 
Col l a t e r a l Mortgage of Mineral I n t e r e s t s on behalf of the Mortgagee 
and any and a l l f u t u r e holder or holders of the Note. 

THUS DONE AND PASSED, i n mul t i p l e o r i g i n a l s , before me, 
the undersigned notary pu b l i c , i n the presence of the undersigned 
competent witnesses, who have hereunto signed t h e i r names w i t h the 
Mortgagor and Intervenor and me, said notary p u b l i c , a f t e r due 
reading of the whole. 

WITNESSES TO ALL 
SIGNATURES: 

oU 
Printed Name 

Printed Name 

MORTGAGOR: 

K.E. RESOURCES, LTD. 

Lambert M. Laperou 
I t s Representative 

INTERVENOR: 

Stephen A. Landry 

NOTARY PUBLIC 
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f^^Mt A to Collatera] Mortgage 
Mineral Interests by K.E. Resources, Ltd. 

RESOLUTIONS OF THE 
BOARD OF DIRECTORS OF K.E. RESOURCES, LTD. 

WHEREAS, K E RESOURCES, LTD. ( t h e "Corporation") proposes t o 
o b t a i n a l o a n n o t t o exceed t h e p r i n c i p a l sum of $4,382,534.00 
from F i r s t N a t i o n a l Bank of Commerce (t h e "Loan") i n order t o ( i ) 
r e f i n a n c e e x i s t i n g indebtedness o f t h e Co r p o r a t i o n t o t h e Bank 
and ( i i ) f i n a n c e t he C o r p o r a t i o n ' s a c q u s i t i o n o f a working 
i n t e r e s t i n t h e p r o p e r t y a f f e c t e d by Stat e Lease No. 1961, dated 
May 11, 1951, by the State o f L o u i s i a n a t o S h e l l O i l Company. 

NOW, THEREFORE, BE RESOLVED, t h a t Lambert M. Laperouse as t h e 
r e p r e s e n t a t i v e o f the C o r p o r a t i o n , be, and he, a c t i n g 
i n d i v i d u a l l y i n such c a p a c i t y , hereby i s a u t h o r i s e d , empowered 
and d i r e c t e d by t h e C o r p o r a t i o n t o n e g o t i a t e , execute and d e l i v e r 
f o r and on b e h a l f o f the C o r p o r a t i o n , promissory notes, s e c u r i t y 
agreements, mortgages, deeds o f t r u s t , f i n a n c i n g statements, 
assignments o f s e c u r i t y i n t e r e s t , c o l l a t e r a l mortgage and 
c o l l a t e r a l c h a t t e l mortgage n o t e s , acts of c o l l a t e r a l c h a t t e l 
mortgage and c o l l a t e r a l mortgage, pledge and assignment, 
c o l l a t e r a l pledge agreements, a c t s of pledge, and such o t h e r 
f i n a n c i n g statements and s e c u r i t y i n s t r u m e n t s as may be d e s i r e d 
o r r e q u i r e d by F i r s t N a t i o n a l Bank o f Commerce as s e c u r i t y f o r 
t h e Loan and as s e c u r i t y f o r any and a l l indebtedness and 
o b l i g a t i o n s o f t h e Co r p o r a t i o n t o F i r s t N a t i o n a l Bank o f Commerce 
as may e x i s t f r o m time t o t i m e , i n c l u d i n g , but not l i m i t e d t o , 
t h e f o l l o w i n g i n s t r u m e n t s and documents ( d r a f t s o f which have 
been presented t o the Board o f D i r e c t o r s of t h e C o r p o r a t i o n ) : 

(a) Loan Agreement; 

(b) Promissory Note i n t h e p r i n c i p a l amount of 
$4,382,534.00; 

(c) Mortgage of Min e r a l I n t e r e s t s encumbering a l l of the 
Cor p o r a t i o n ' s o i l and gas i n t e r e s t s i n the p r o p e r t y 
more p a r t i c u l a r l y d e s c r i b e d on E x h i b i t "A"; 

(d) C o l l a t e r a l Mortgage Note i n the p r i n c i p a l amount of 
$10,000,000.00; 

(e) C o l l a t e r a l Pledge Agreement p l e d g i n g t he C o l l a t e r a l 
Mortgage Note r e f e r r e d t o above; and 

( f ) S e c u r i t y Agreement and r e l a t e d f i n a n c i n g statements 
a f f e c t i n g the Corporat s movable p r o p e r t y r e l a t e d t o 
t h p r o p e r t y more p a r t .ui : * l y described on E x h i b i t "A". 

( t h e documents r e f e r r e d t o i r p .Mph (a) through ( f ) above are 
h e r e i n a f t e r sometimes r e f e r r d ^.J a„ the " C o l l a t e r a l Documents"); 
and 
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BE I T FURTHER RESOLVED, that the C o l l a t e r a l Documents s h a l l be 
s u b s t a n t i a l l y i n the form presented to the Board of D i r e c t o r s of 
the Corporation, but with such changes th e r e i n and additions 
t h e r e t o as such authorized representative may approve, h i s 
execution thereof being conclusive evidence of such approval; 
and 

BE I T FURTHER RESOLVED, t h a t any and a l l documents, i n s t r u m e n t s 
and agreements executed by t h e C o r p o r a t i o n ' s r e p r e s e n t a t i v e 
p u r s u a n t t o t h e a u t h o r i t y d e l e g a t e d t o him h e r e i n , i n c l u d i n g t h e 
C o l l a t e r a l Documents, may c o n t a i n such terms and c o n d i t i o n s as 
he may approve, i n c l u d i n g t h e u s u a l and customary L o u i s i a n a 
s s c u r i t y devices such as confessions of judgement, pacts de non-
al i e n e n d o , a u t h o r i t y f o r executory process, waivers o f 
appraisement and waivers of n o t i c e and del a y , such a p p r o v a l t o be 
c o n c l u s i v e l y evidenced by h i s e x e c u t i o n t h e r e o f ; and 

BE I T FURTHER RESOLVED, t h a t Lambert M. Laperouse as t h e 
r e p r e s e n t a t i v e o f t h e C o r p o r a t i o n , be, and he, a c t i n g 
i n d i v i d u a l l y i n such c a p a c i t y , hereby i s , a u t h o r i s e d i n t h e name 
o f and on be h a l f o f the C o r p o r a t i o n t o take such f u r t h e r a c t i o n 
and t o do a l l t h i n g s t h a t may appear i n h i s d i s c r e t :.o- t c be 
necessary, a d v i s a b l e or a p p r o r i a t e i n co n n e c t i o n w i t ' .tawals, 
e x t e n s i o n s f o r any p e r i o d , rearrangements, r e t i r e m e n t s o r 
compromises o f t h e indebtedness, o b l i g a t i o n s or l i a b i l i t i e s 
a r i s i n g out o f t h e loan or any o t h e r indebtedness, o b l i g a t i o n s 
and l i a b i l i t i e s o f t h e C o r p o r a t i o n owing t o F i r s t N a t i o n a l Bank 
o f Commerce, e i t h e r d i r e c t l y o r by assignment; and 

BE I T FURTHER RESOLVED, t h a t Lambert M Laperouse as t h e 
r e p r e s e n t a t i v e o f t h e C o r p o r a t i o n , be, and he, a c t i n g 
i n d i v i d u a l l y i n such c a p a c i t y , hereby i s , a u t h o r i s e d , empowered 
and d i r e c t e d by and on behal f o f the C o r p o r a t i o n t o do o r cause 
t o be done a l l a c t s o r t h i n g s and t o make, execute and d e l i v e r o r 
cause t o be made, executed and d e l i v e r e d , a l l such documents, 
i n s t r u m e n t s and c e r t i f i c a t e s , i n c l u d i n g , w i t h o u t l i m i t a t i o n , any 
and a l l n o t i c e s and c e r t i f i c a t e s r e q u r i e d o r p e r m i t t e d t o be 
g i v e n ur made t o F i r s t N a t i o n a l Bank o f Commerce under t h e terms 
o f any inst r u m e n t s executed on b e h a l f o f t h e C o r p o r a t i o n i n t h e 
name and on b e h a l f of the C o r p o r a t i o n o r ot h e r w i s e , i n c l u d i n g t h e 
C o l l a t e r a l Documents, as he i n h i s d i s c r e t i o n may deem necessary, 
p r o p e r , a d v i s a b l e o r a p p r o p r i a t e t o e f f e c t u a t e or c a r r y o u t t h e 
purpose and i n t e n t o f the f o r e g o i n g r e s o l u t i o n s and t o p e r f o r m 
t h e o b l i g a t i o n s o f t h e C o r p o r a t i o n under t h e agreements and 
documents approved i n these r e s o l u t i o n s and under each o f t h e 
in s t r u m e n t s , agreements and documents r e f e r r e d t o i n or annexed 
t o such agreements; and 

BE I T FURTHER RESOLVED, t h a t Lambert M Laperouse as t h e 
r e p r e s e n t a t i v e o f t h e C o r p o r a t i o n , be, and he. a c t i n g 
i n d i v i d u a l l y i n such c a p c i t y , hereby i s , a u t h o r i s e d , empowered 
and d i r e c t e d f o r and on behal f o f the C o r p o r a t i o n t o execute and 
d e l i v e r a l l o f t h e documents, c e r t i f i c a t e s and agreements which 
a r e r e q u i r e d t o be executed d u r i n g t he term of the Loan by t h e 
C o r p o r a t i o n , and a l l documents i n c i d e n t o r r e l a t i n g t h e r e t o , and 
t o f i l e the r e c o r d such documents as may be r e q u i r e d by law; and 
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BE IT FURTHER RESOLVED, t h a t t h e o f f i c e r s o f t h e C o r p o r a t i o n , 
i n c l u d i n g w i t h o u t — l i m i t a t i o n H.G. Wilson, R.A. 0'Toole, H.A. 
A l l e r t o n as D i r e c t o r s and M. O ' N e i l l as S e c r e t a r y , are a u t h o r i s e d 
and d i r e c t e d t o take a l l a c t i o n s necessary t o renew and r e v i v e 
t h e C o r p o r a t i o n under the laws o f t h e S t a t e o f Delaware, 
i n c l u d i n g v i t h o u t l i m i t a t i o n t h e e x e c u t i o n and f i l i n g o f a 
C e r t i f i c a t e o f Renewal and R e v i v a l , and t o t a k e a l l r e q u i r e d 
a c t i o n s subsequent t h e r e t o , i n c l u d i n g w i t h o u t l i m i t a t i o n t h e 
c a l l i n g and convening of a l l meetings o f shareholders and 
d i r e c t o r s as pro m p t l y as p o s s i b l e ; and 

BE IT FURTHER RESOLVED, t h a t t h e e x e c u t i o n by Lambert M. Laperous. 
as the r e p r e s e n t a t i v e of the C o r p o r a t i o n o f any document 
a u t h o r i s e d by t h e f o r e g o i n g r e s o l u t i o n s o r any document executed 
i n the accomplishment of any a c t i o n or a c t i o n s so a u t h o r i s e d , i s 
o r s h a l l become upon d e l i v e r y t h e e n f o r c e a b l e and b i n d i n g a c t and 
o b l i g a t i o n o f t h e C o r p o r a t i o n , w i t h o u t t h e n e c e s s i t y o f t h e 
s i g n a t u r e or a t t e s t a t i o n of any o f f i c e r o f t h e C o r p o r a t i o n o r the 
a f f i x i n g of t h e c o r p o r a t e s e a l ; and 

BE IT FURTHER RESOLVED, t h a t any and a l l a c t i o n s d e s c r i b e d i n the 
f o r e g o i n g r e s o l u t i o n s h e r e t o f o r e taken on b e h a l f o f t h e 
C o r p o r a t i o n by t h e aforementioned r e p r e s e n t a t i v e P r e s i d e n t o r 
o t h e r o f f i c e r s o f t h e C o r p o r a t i o n be and they hereby are 
approved, r a t i f i e d and confirmed as t h e a c t s o f t h e C o r p o r a t i o n , 
w i t h o u t the n e c e s s i t y of any f u r t h e r a c t i o n by t h e C o r p o r a t i o n , 
o r the n e c e s s i t y of a f f i x i n g t h e c o r p o r a t e s e a l . 



EXHIBIT "A" 
TO 

RESOLUTION OF THE BOARD OF DIRECTORS 
OF K.E. RESOURCES, LTD. 

PROPERTY SCHEDULE 

S t a t e Lease No. 1961, dated May 11, 1951, executed by t h e S t a t e 
o f Louisiana i n favour of S h e l l O i l Company, recorded i n 
Conveyance Book 153, F o l i o 742 o f the records o f Plaquemines 
P a r i s h , L o u i s i a n a . 

OCS-G 5315: O i l and Gas Lease between t h e U n i t e d States o f 
America, as Lessor, and S h e l l O f f s h o r e I n c . , e t a l . , as Lessee, 
e f f e c t i v e J u l y 1, 1983, c o v e r i n g a l l of Block 368, West Cameron 
Area, West A d d i t i o n OCS Leasing Map, L o u i s i a n a Map No. IA. 

OCS-G 5557 : O i l and Gas Lease between t h e U n i t e d States o f 
America, as Lessor, and S h e l l O f f s h o r e I n c . , e t a l . , as Lessee, 
dated e f f e c t i v e as of Jul y 1, 1983, c o v e r i n g a l l of Block 201, 
Ship Shoal Area, OCS Leasing Map, L o u i s i a n a Map No. 5. 

OCS-G 5558: O i l and Gas Lease between the United States o f 
America, as Lessor, and Tenneco O i l Company, as Lessee, dated 
e f f e c t i v e as o f J u l y 1, 1983, c o v e r i n g a l l of Block 202, Ship 
Shoal Area, OCS Leasing Map, L o u i s i a n a Map No. 5. 
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CERTIFICATE 

I , the undersigned, hereby c e r t i f y t o F i r s t N a t i o n a l Bank o f 
Commerce, t h a t I am the Secretary of K.E. RESOURCES, LTD. (t h e 
" C o r p o r a t i o n " ) ; t h a t the f o r e g o i n g i s an e x c e r p t from t h e minutes 
o f a meeting o f th e Board of D i r e c t o r s of the C o r p o r a t i o n , 
p r o p e r l y and d u l y c a l l e d and h e l d ; and t h a t such r e s o l u t i o n s have 
n o t been r e s c i n d e d or mo d i f i e d and are i n f u l l f o r c e and e f f e c t . 

I N WITNESS WHEREOF, I have executed t h i s C e r t i f i c a t e on t h i s 
\ } f V N day of June, 1991. 

Sec r e t a r y 

6/SS/RSL/FNBC'LON 
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<; '10,000,000.00 Ney Orleans , La, June 18, 

ON DEMAND. THE UNDERSIGNED MAKER, WHETHER ONE OR MORE. PROMISES TO PAYTOTHEORDER 
OF BEARER AT FIRST NATIONAL BANK OF COMMERCE. 210 Baronne Street. New Orleans. La. 70112. 

TEN MILLION AND NO/100 ($10,000,000.00) 

FOR VALUE RECEIVED W TH INTEREST 
FROM DATE UNTIL RAID. 

HI prim i/>al or interest, ur toprajrci the 
.^r uther action, the maker andvv and 

< 

DOLLARS 

A>T THE RATE OF eighteen (18%) PER CENT PER ANNUM 
23 

In COM ihu mne should hepfacedin iu e hSkds oj an ottorne Qgfier its maturity, loinstitu.r iegalproceedings torecover the amount hereof, ot gny pan hereof. 
Hereof or in case the sai •• hou'd he placed in the hands ofan attorney for collet IHM, i-wtipnunne 
i'BU themselves to pay ihe ft is oj ihe anorney who may he emplu \ edfor ihui purpose. ir/m h I res 
i^ue or sued for. or claimed or sought to be protected, preserved or enf oned. 

t/reties hereon hereby teverally waive presentment for payment, demand, nonce af nu 
usstgn. ant! agree tha' the lime of payment hereof may be extended from time to time, one or mure limes w ithout nonce 
lout previous consen hereby binding themselves, in solido. unconditionally and as original promisors, fur the payment 
tumey 'sj$es. No del iy on the part ofthe holder hereof in exercising any rights hereunder shall operate as a waiver of 

nuy MS oj the holder 
fill PTTJurst rs hereof. I 

it or, the amou 
ther action, the maker andv\\ and 
hereby fixed at t g j l ( £ 0 ? ) / 

Vie maker of this nuuktnd id enduriersjjuarahtors and 
protest, and all pleas oJtZttvisioUhnddis 
ul such extension, oreJtfgisloriStnd »•//! 
hereof in principal. intOtst. cojt and a 
such rights. <C 
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K.E. Resources, Ltd. 

Bv: Lambert M. Laperouse, 
I t s Representative 
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E x h i b i t C 
t o 

C o l l a t e r a l Mortgage o f M i n e r a l I n t e r e s t s 
by 

K.E. Resources, L t d . 

I . S t a t e Lease No. 1961, dated May 11, 1951, executed by the 
Stat e o f Louisiana i n f a v o r o f S h e l l O i l Coinpany, recorded 
i n Conveyance Book 153, F o l i o 742 o f t h e records of 
Plaquemines Parish, L o u i s i a n a , as p a r t i a l l y r eleased by 
in s t r u m e n t dated November 16, 1976, r e c o r d e d i n Conveyance 
Book 442, F o l i o 864 o f t h e records o f Plaquemines Parish, 
L o u i s i a n a . 

Mortgagor warrants t h a t i t s working i n t e r e s t , by U n i t , i n 
and t o the above described lease i s not g r e a t e r t h a n as s e t f o r t h 
below and i t s n e t revenue i n t e r e s t , by u n i t , i s n o t l e s s than as 
s e t o r t h belcw: 

Uni t U n i t Working I n t e r e s t Un j t Net Revenue I n t e r e s t 

" L 2 " RB SU 55.00000% 46.97917% 
"O" RA SU 55.00000% 46.97917% 
"R2" RA SU 55.00000% • 46.97917% 
"N" RA SU 49.99500% 42.70406% 
" L 2 " RA SU 46.20000% 39.46250% 
"G2" RA SU 42.32800% 36.15517% 
"Upper MO" RA SU 40.97500% 34.99948% 
"LO" RA SU 27.03250% 23.09026% 
"K 2" RA SU 24.06250% 20.55338% 

I I . OCS-G 5315: O i l and Gas Lease between t h e U n i t e d States 
of America, as Lessor, and S h e l l O f f s h o r e I n c . , e t a l . , as 
Lessee, e f f e c t i v e J u l y 1, 1983, c o v e r i n g a l l o f Block 
3 68, West Cameron Area, West A d d i t i o n , OCS Leasing Map, 
Lou i s i a n a Map No. 1A. 

Mortgagor warrants t h a t i t s i n t e r e s t i n and t o t h e above 
d e s c r i b e d lease i s an o v e r r i d i n g r o y a l t y i n t e r e s t equal t o 32.325% 
o f 7.5% of 100% o f produc t i o n . 

I I I . OCS-G 5557: O i l and Gas Lease between t h e Un i t e d States 
of America, as Lessor, and S h e l l O f f s h o r e I n c . , e t a l . , as 
Lessee, dated e f f e c t i v e as o f J u l y 1, 1933, c o v e r i n g a l l 
of Block 201, Ship Shoal Area, OCS Leasing Map, Louisiana 
Map No. 5, INSOFAR AND ONLY INSOFAR as t o those i n t e r v a l s 
from t h e surface of t h e e a r t h down t o t h e s t r a t i g r phic 
e q u i v a l e n t of the top o f t h e "MI" Sand a t a depth o f S50 
f e e t below the t o t a l depth o f the Conoco I n c . Ship Shoal 
201 No. 1 Well, same bein g 12,405' TVD. 
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Mortgagor warrants t h a t i t s i n t e r e s t i n and t o t h e above 
described lease i s an o v e r r i d i n g r o y a l t y i n t e r e s t equal t o 19.55% 
o f 4.06250% o f 100% of p r o d u c t i o n . 

IV. OCS-G 5558: O i l and Gas Lease between the U n i t e d States 
of America, as Lessor, and Tenneco O i l Company, as Lessee, 
dated e f f e c t i v e as o f J u l y 1, 1983, c o v e r i n g a l l o f Block 
202, Ship Shoal Area, OCS Leasing Map, L o u i s i a n a Map No. 
5, INSOFAR AND ONLY INSOFAR as t o those i n t e r v a l s from t h e 
s u r f a c e o f the e a r t h down t o the s t r a t i g r a p h i c e q u i v a l e n t 
of t h e t o p of the "MI" Sand a t a depth o f 850 f e e t below 
the t o t a l depth o f t h e Conoco I n c . Ship Shoal 201 No. 1 
W e l l , same being 12,405' TVD. 

Mortgagor warrants t h a t i t s i n t e r e s t i n and t o t h e above 
described lease i s as f o l l o w s : 

A. As t o the Ship Shoal Area Block 2 02 No. 1 Well (now 
t h e Ship Shoal No. 202A-1 W e l l ) : 

An o v e r r i d i n g r o y a l t y i n t e r e s t equal t o 19.55% o f 
4.65495% of 100% o f p r o d u c t i o n . 

B. As t o the above described lease LESS AND EXCEPT the 
Ship Shoal Area Block 202 No. 1 Well (now t h e Ship 
Shoal No. 2C2A-1 W e l l ) : 

An o v e r r i d i n g r o y a l t y i n t e r e s t equal t o 19.55% o f 
4.06250% o f 100% o f p r o d u c t i o n . 




