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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF TEXAS 

CORPUS CHRISTI DIVISION 

In re: §      Chapter 11 
 §    
Seahawk Drilling, Inc., et al., §     Case No.: 11-20089-RSS 
 §  
 Debtors. §     Jointly Administered 
 

DEBTORS’ EMERGENCY MOTION FOR INTERIM AND FINAL ORDERS 
(I) AUTHORIZING POST-PETITION, SECURED WIND DOWN FINANCING 

FROM HAYMAN CAPITAL MASTER FUND, L.P. AND (II) SCHEDULING 
A FINAL HEARING PURSUANT TO SECTIONS 105(a), 361, 362, 363 AND 364 

OF THE BANKRUPTCY CODE AND RULES 2002, 4001, AND 9014 
OF THE FEDERAL RULES OF BANKRUPTCY PROCEDURE 

              
NOTICE UNDER COMPLEX CASE ORDER 

THE DEBTORS HAVE REQUESTED A HEARING ON THIS MATTER 
ON APRIL 25, 2011 AT 3:00 P.M. AT THE UNITED STATES 
BANKRUPTCY COURT, 1133 N. SHORELINE, 2ND FLOOR, CORPUS 
CHRISTI, TEXAS 78401. IF YOU OBJECT TO THE RELIEF 
REQUESTED, YOU MUST RESPOND IN WRITING, SPECIFICALLY 
ANSWERING EACH PARAGRAPH OF THIS PLEADING. UNLESS 
OTHERWISE DIRECTED BY THE COURT, YOU MUST FILE YOUR 
RESPONSE WITH THE CLERK OF THE BANKRUPTCY COURT 
WITHIN TWENTY-THREE DAYS FROM THE DATE YOU WERE 
SERVED WITH THIS PLEADING. YOU MUST SERVE A COPY OF 
YOUR RESPONSE ON THE PERSON WHO SENT YOU THE NOTICE; 
OTHERWISE, THE COURT MAY TREAT THE PLEADING AS 
UNOPPOSED AND GRANT THE RELIEF REQUESTED. 

EMERGENCY RELIEF HAS BEEN REQUESTED.  IF THE COURT 
CONSIDERS THE MOTION ON AN EMERGENCY BASIS, THEN YOU 
WILL HAVE LESS THAN 21 DAYS TO ANSWER. IF YOU OBJECT TO 
THE REQUESTED RELIEF OR IF YOU BELIEVE THAT THE 
EMERGENCY CONSIDERATION IS NOT WARRANTED, YOU 
SHOULD FILE AN IMMEDIATE RESPONSE. 

            

TO THE HONORABLE UNITED STATES BANKRUPTCY JUDGE: 

Seahawk Drilling, Inc. (“Seahawk” or the “Company”) and its above-captioned direct 

and indirect subsidiaries (collectively, the “Debtors”), file this Emergency Motion (the “Wind 
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Down DIP Financing Motion”) Pursuant to Sections 105(a), 362, 363 and 364 of the 

Bankruptcy Code and Rules 2002, 4001, and 9014 of the Federal Rules of Bankruptcy Procedure 

(the “Bankruptcy Rules”), for entry of interim and final orders approving post-petition, secured 

financing in the aggregate amount of $14,250,000.00 (the “Wind Down DIP Financing”).  In 

support of this Wind Down DIP Financing Motion, the Debtors respectfully state as follows: 

SUMMARY OF EMERGENCY RELIEF REQUESTED 

1. Late in the evening on Wednesday, April 13, 2011, the Debtors received a draft 

term sheet from Hayman Capital Master Fund, L.P. (“Hayman” or “Wind Down DIP Lender”) 

offering the Debtors post-petition, secured financing, (the “Wind Down Facility” or the 

“Loans”) to fund the Debtors’ operations during the period following the closing (the “Closing”) 

of the sale of the Debtors’ assets to Hercules Offshore, Inc. (“Hercules”) through confirmation 

of a chapter 11 plan of reorganization in these jointly-administered cases (the “Wind Down 

Period”). 

2. Although some of the conditions in the original term sheet from Hayman were not 

acceptable to the Debtors, over the past week, the Debtors and their advisors, along with counsel 

for the Official Committee of Equity Security Holders (the “Equity Committee”) have 

negotiated with Hayman and its counsel regarding the terms and conditions of the proposed 

Wind Down Facility that would fund the Debtors’ operations post-closing.  The form of Debtor-

in-Possession Loan, Security and Guaranty Agreement (the “Wind Down DIP Loan 

Agreement”), is attached hereto, marked as Exhibit A, and incorporated herein by reference for 

all purposes. 

3. At the closing of the sale of their assets to Hercules (which is anticipated to occur 

next week), the Debtors intend to use the cash received from Hercules under the APA to pay off 
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the existing DIP Facility with D.E. Shaw Direct Capital, L.L.C. (“D.E. Shaw”).  Immediately 

following the closing with Hercules, assuming Court approval is obtained, the Debtors will 

receive the first tranche under Wind Down Facility with Hayman upon satisfaction of the 

conditions in the Wind Down DIP Loan Agreement.1 

4. By this motion, the Debtors seek approval of an interim order, pursuant to 

sections 105(a), 361, 362, 363 and 364 of the Bankruptcy Code, authorizing the Debtors to 

obtain post-petition financing from Hayman, and scheduling a hearing for entry of a Final Order 

granting the motion.  Specifically, the Debtors seek authority, on an interim and final basis, to 

obtain post-petition, secured, term loan financing in the aggregate amount of up to 

$14,250,000.00 in two separate tranches:  Tranche A, consisting of an initial draw of up to $5.75 

million upon interim approval of this motion; and Tranche B, consisting of a secondary draw of 

$8.5 million upon final approval of this motion. 

5. As explained above, the Wind Down Facility is necessary to fund the Debtors’ 

operations during the period following the closing of the sale of the Debtors’ assets to Hercules 

and will be paid with shares of Hercules Common Stock on the effective date of a confirmed 

chapter 11 plan of reorganization in these jointly-administered bankruptcy cases. 

6. Accordingly, the Debtors request that the Court grant the Wind Down DIP 

Financing Motion, on an interim basis, following a hearing on Monday, April 25, 2011 at 

3:00 p.m. 

                                                 
1The alternative to the Wind Down Facility would be to fund the Debtors’ post-closing activities via a final draw 
under the Original DIP Credit Facility (as defined below).   A final draw in the approximate amount of $14.25 
million, however, would create outstanding obligations under the Original DIP Credit Facility greater than the cash 
consideration received in the Seahawk Asset Sale (as defined below).  Pursuant to the APA (as defined below), any 
obligations to the DIP Lenders in excess of the cash consideration received in the Seahawk Asset Sale would have to 
be paid in cash at closing by converting Hercules Shares (as defined below) at a conversion rate established in the 
APA.  Because that conversion rate is currently unfavorable, the Debtors believe the Wind Down Facility is the 
superior alternative and estimate that the Wind Down Facility would result in savings of approximately $6.2 million 
over the anticipated term of the Loans. 
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SUMMARY OF TERMS OF WIND DOWN DIP FINANCING 

7. In accordance with Bankruptcy Rule 4001, below is a summary of the terms of 

the proposed Wind Down Facility:
2
 

a. Borrower:  Seahawk Drilling, Inc., as a debtor-in-possession together with the 
subsidiary-debtors in this jointly-administered case. 

b. Guarantors:  All debtors-in-possession in these chapter 11 cases, other than the 
Borrower (the “Guarantors,” or each individually, a “Guarantor”). 

c. Lender:  Hayman or one of its affiliates. 

d. Term Loan Facility:  The Wind Down Lender will lend up to $14,250,000 in the 
form of two term loans as follows: (i) a term loan of up to $5,750,000 (the 
“Tranche A Loan”) in a single draw upon satisfaction of the conditions 
precedent to the Tranche A Loan and (ii) a term loan of up to $8,500,000 (the 
“Tranche B Loan”) in a single draw upon satisfaction of the conditions precedent 
to the Tranche B Loan. 

e. Maturity: The Loans shall mature upon the earlier of (i) January 31, 2012 and (ii) 
the second Business Day after the effective date of a confirmed plan of 
reorganization or liquidation. 

f. Interest Rate:  The Loans shall bear interest at 13% per annum unless an Event 
of Default, as hereinafter defined, shall have occurred, in which case the Loans 
shall bear interest at 15% per annum. 

g. Interest Payments/PIK:  Accrued interest on the Loans shall be payable in 
arrears on the last day of each calendar month and on the Maturity Date and, if 
not paid in cash, then to the extent not so paid, shall be payable in kind by adding 
such accrued interest not paid in cash to the unpaid principal balance of the 
Loans. All such capitalized interest so added shall be treated as principal of the 
Loans. 

h. Use of Proceeds:  Proceeds of the Loans may only be used for (i)(A) the orderly 
wind down of the Borrower’s bankruptcy estate, including all costs, fees, 
expenses (including, without limitation, legal fees and expenses) payable to the 
Wind Down Lender and (B) the administration of claims and distributions to 
creditors and interest holders in accordance with a budget acceptable to the 
Lender (together with any and all updates, supplements and/or modifications to 

                                                 
2 This summary is qualified in its entirety by reference to the Debtor-in-Possession Loan, Security and Guaranty 
Agreement attached hereto as Exhibit A.  To the extent that the terms of this summary conflict with the terms set 
forth on Exhibit A, the terms set forth in Exhibit A control.  All capitalized terms used herein but not otherwise 
defined shall have the meanings ascribed to such terms in the Wind Down DIP Loan Agreement. 
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such budget that have been approved in advance by the Bankruptcy Court and the 
Lender, collectively, the “Wind Down Budget”) and (ii) the Carve-Out. 

i. Out-of-Pocket Expenses:  Borrower to reimburse all reasonable out-of-pocket 
expenses incurred by Wind Down DIP Lender and its Affiliates. 

j. Documentation:  The Wind Down Facility is evidenced by a Debtor-in-
Possession Loan, Security, and Guaranty Agreement. 

k. Payment at Maturity:  The Borrower will repay the Loans no later than the 
Maturity Date, which shall be the earlier of:  (i) January 31, 2012 and (ii) the 
second Business Day after the effective date of the Reorganization Plan. 

At such time as the Loans shall become due and payable, whether on the Maturity 
Date or, if earlier, upon acceleration, the Balance Due shall be payable by the 
transfer to the Wind Down DIP Lender, free and clear of all Liens, of a number of 
shares of common stock, par value $0.01 per share, of Hercules ("Hercules 
Common Stock") then owned by the Loan Parties and maintained pursuant to the 
Escrow Agreement as in effect on the date hereof (the "Subject Hercules 
Common Stock") having an aggregate value, when determined in accordance 
with the provisions of Section 3.02 of the Wind Down DIP Loan Agreement, 
equal to the Balance Due. 

If the Borrower is unable to pay or satisfy in full the Balance Due because either 
(i) the Subject Hercules Common Stock does not constitute Released Hercules 
Stock or, (ii) after applying all Released Hercules Stock in accordance with 
Section 3.01(b) and Section 3.02, a Balance Due remains, such Balance Due shall 
be payable in full in dollars when due. 

For purposes of Section 3.01 of the Wind Down DIP Loan Agreement and to the 
extent Subject Hercules Common Stock is sold, assigned, transferred, otherwise 
disposed of, or accepted in full or partial satisfaction of Indebtedness, Guaranteed 
Indebtedness or any other obligations owing under any of the Loan Documents as 
permitted under Section 4.04, Section 10.02 or elsewhere herein (each a 
“Collateral Disposition”), each share of Hercules Common Stock shall be valued 
at a price equal to the Applicable Percentage of the volume-weighted adjusted 
price on the NASDAQ Global Select Market (“VWAP”) for the 15 consecutive 
trading days immediately preceding the date such shares of Subject Hercules 
Common Stock are transferred to the Lender as payment under Section 3.01 or are 
transferred in connection with a Collateral Disposition. The term “Applicable 
Percentage” means (a) 90%, if (i) the transfer of the Subject Hercules Common 
Stock to the Lender or in connection with a Collateral Disposition is (A) 
registered under applicable federal and state securities laws or (B) not required to 
be registered under applicable federal and state securities laws as a result of the 
exemption from registration set forth in 11 U.S.C. § 1145, (ii) such transfer occurs 
on or before the Maturity Date and (iii) no Event of Default has occurred and is 
continuing on the date of such transfer or would result from the making of such 
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transfer; or (b) 80%, if (i) the transfer of the Subject Hercules Common Stock to 
the Lender or in connection with a Collateral Disposition is (A) not registered 
under applicable federal and state securities laws and (B) not exempt under 11 
U.S.C. § 1145 from registration under applicable federal and state securities or 
(iii) an Event of Default has occurred and is continuing on the date of such 
transfer (irrespective of whether such transfer occurs on or before the Maturity 
Date) or would result from the making of such transfer. All shares of the Subject 
Hercules Common Stock shall upon transfer or delivery to the Lender be 
evidenced by duly executed share certificates and shall be accompanied by 
transfer powers duly executed in blank, which certificates and transfer powers 
shall be in form and substance satisfactory to the Lender. 

l. Optional Prepayments.  Upon one Business Days' prior written notice from the 
Borrower to the Lender, the Borrower may prepay in cash all or any portion of the 
Loans prior to the Maturity Date. 

m. Mandatory Prepayments.  Upon the receipt by any Loan Party of cash proceeds 
from any of the following events (net of reasonable fees and out-of-pocket 
expenses paid to third parties other than an Affiliate of a Loan Party in connection 
with such event determined reasonably and in good faith by a financial officer of 
the Borrower, but subject to the reasonable approval of the Lender): any asset 
sales, Casualty Events, condemnation proceedings, litigation or other legal 
recovery or settlement, which cash proceeds exceed $250,000 individually or in 
the aggregate for all such asset sales, Casualty Events, condemnation proceedings, 
litigation and other legal recoveries and settlements that have occurred after the 
Closing Date (such excess amount, the "Excess Amount"), the Borrower shall 
make a mandatory prepayment of the Loans within three days after receiving such 
cash proceeds in an amount equal to 100% of the Excess Amount. 

n. Prepayment Premium.  All prepayments of the Loans made at any time, whether 
voluntary or mandatory, shall be accompanied by a prepayment premium payable 
in cash in the amount of 5% of the principal amount of the Loans prepaid at such 
time. 

o. Payments by the Borrower.  The Borrower shall make each cash payment 
required to be made by it hereunder (whether of principal, interest, or fees, or 
otherwise) prior to 12:00 noon, Houston time, on the date when due, in 
immediately available funds, without defense, deduction, recoupment, set-off or 
counterclaim.  All interest capitalized hereunder shall be deemed timely paid upon 
it being capitalized pursuant to Section 3.03(c). Any amounts received after such 
time on any date may, in the discretion of the Wind Down DIP Lender, be 
deemed to have been received on the next succeeding Business Day for purposes 
of calculating interest thereon.  All such cash payments shall be made to a bank 
account designated by the Wind Down DIP Lender.  If any payment hereunder 
shall be due on a day that is not a Business Day, the date for payment shall be 
extended to the next succeeding Business Day, and, in the case of any payment 
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accruing interest, interest thereon shall be payable for the period of such 
extension.  All cash payments hereunder shall be in dollars. 

p. Collateral; Security Interest.  Pursuant to and as provided in the DIP Orders, as 
security for the full and timely payment of all of the Indebtedness or Guaranteed 
Indebtedness, as applicable, each Loan Party collaterally assigns, pledges and 
transfers and grants to the Wind Down DIP Lender a security interest in and to 
and Lien on all of its right, title and interest in, to and under all the Collateral, 
whether now owned or hereafter acquired, now existing or hereafter created and 
wherever located. 

Pursuant to and as provided in the DIP Orders, the Loans, all Indebtedness and all 
Guaranteed Indebtedness shall at all times: 
 
 (i) Super-priority: pursuant to section 364(c)(1) of the United States 
Bankruptcy Code, constitute allowed superpriority administrative expense claims 
in the Chapter 11 Cases, having priority over all administrative expenses of the 
kind specified in sections 503(b) and 507(b) of the Bankruptcy Code and any and 
all expenses and claims of the Borrower and the Guarantors, whether heretofore 
or hereafter incurred, including, but not limited to, the kind specified in sections 
105, 326, 328, 506(c), 507(a) or 1114 of the Bankruptcy Code, subject only to the 
Carve-Out; 
 
 (ii) Unencumbered property: pursuant to section 364(c)(2) of the 
Bankruptcy Code, be secured by valid, perfected, first-priority security interests in 
and liens on all of the Collateral that is not subject to non-avoidable, valid and 
perfected liens in existence as of the date on which the Interim Order is entered by 
the Bankruptcy Court, subject only to the Carve-Out; and 
 
 (iii)  Priming liens:  pursuant to section 364(d)(1) of the Bankruptcy 
Code, be secured by valid priming perfected security interests in and liens on all 
property, senior in all respects to the security interests and Liens securing any 
Loan Party's obligations (other than the Indebtedness and the Guaranteed 
Indebtedness), subject only to the Carve-Out. 
 
All Liens on the Collateral in favor of the Wind Down DIP Lender shall be senior 
in priority to any security interests in or Liens on the Collateral, except as 
otherwise permitted above. There shall be no liens or encumbrances on Collateral 
that secure indebtedness of any of the Loan Parties or their respective 
subsidiaries.  Pursuant to and as provided in the DIP Orders, (i) the Liens and 
security interests granted herein shall be deemed valid, enforceable and perfected 
by entry of the Interim Order and the Final Order, as applicable, and (ii) no 
financing statement, notice of Lien, mortgage, deed of trust or similar instrument 
in any jurisdiction or filing office need be filed or any other action taken in order 
to validate and perfect the Liens and security interests granted by or pursuant to 
this Agreement or the DIP Orders. 
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q. Pledged Collateral.  Upon request of the Wind Down DIP Lender, each Loan 
Party will (a) deliver to the Wind Down DIP Lender, all certificates, promissory 
notes or Instruments representing or evidencing any Subject Hercules Common 
Stock, Equity Interests in Subsidiaries or loans made by any of the Loan Parties to 
non-Loan Parties (collectively, the "Pledged Collateral"), whether now arising or 
hereafter acquired, in suitable form for transfer by delivery or, as applicable, 
accompanied by such Loan Party's endorsement, where necessary, or duly 
executed instruments of transfer or assignment in blank, all in form and substance 
satisfactory to the Lender or (b) register Pledged Collateral in the name of the 
Lender; provided, however, that no Loan Party will be required to deliver any 
certificates or Instruments representing or evidencing or register in the name of 
the Lender any Hercules Common Stock or Subject Hercules Common Stock 
until (i) the Reorganization Plan has been confirmed, (ii) such stock has been 
released from the Escrow Agreement in accordance with its terms as in effect on 
the date hereof and (iii) such Loan Party is otherwise so authorized by the 
Bankruptcy Court (any Hercules Common Stock satisfying each of the conditions 
in this proviso, the "Released Hercules Stock"). 

r. Carve Out:  “Carve-Out” means, following the occurrence and during the 
continuance of an Event of Default, an amount sufficient for payment of (x) 
allowed professional fees and disbursements incurred by professionals retained by 
the Borrower and the Guarantors and the official committee of unsecured 
creditors and the official committee of equity holders appointed in the Chapter 11 
Case in an aggregate amount not to exceed $2,250,000, and (y) fees pursuant to 
28 U.S.C. § 1930 and any fees payable to the clerk of the Bankruptcy Court; 
provided that, so long as no Event of Default has occurred, the Borrower and the 
Guarantors shall be permitted to pay fees and expenses allowed and payable under 
11 U.S.C. § 330 and § 331 to the extent such fees and expenses are specifically 
identified in the Wind Down Budget, as the same may become due and payable, 
and the same shall not reduce the Carve-Out. 

s. Events of Default:  One or more of the following events shall constitute 
an “Event of Default”: 

(a) the Borrower shall fail to pay any principal of the Loans when and 
as the same shall become due and payable, whether at the due date thereof 
or at a date fixed for prepayment thereof, by acceleration or otherwise; 

(b) the Borrower shall fail to pay any interest on the Loans or any fee 
or any other amount (other than an amount referred to in Section 10.01(a) 
of the Wind Down DIP Loan Agreement) payable under any Wind Down 
Loan Document, when and as the same shall become due and payable; 

(c) any representation or warranty made or deemed made by or on 
behalf of the Borrower or any Subsidiary in or in connection with any 
Loan Document or any amendment or modification of any Loan 
Document or waiver under such Wind Down Loan Document, or in any 
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report, certificate, financial statement or other document furnished 
pursuant to or in connection with any Wind Down Loan Document or any 
amendment or modification thereof or waiver thereunder, shall prove to 
have been incorrect in any material respect when made or deemed made; 

(d) the Borrower or any Subsidiary shall fail to observe or perform any 
covenant, condition or agreement contained in the following provisions of 
the Wind Down DIP Loan Agreement:  Article III, Article IV, 
Section 8.01(a), Section 8.02 (other than Section 8.02(a)), Section 8.04, 
Section 8.05, Section 8.06 or Article IX; 

(e) the Borrower or any Subsidiary shall fail to observe or perform any 
covenant, condition or agreement contained in (i) Section 8.02(a) of the 
Wind Down DIP Loan Agreement and such failure shall continue 
unremedied for a period of three days after the earlier to occur of (A) 
notice thereof from the Lender to the Borrower or (B) a Responsible 
Officer of the Borrower or such Subsidiary otherwise becoming aware of 
such default, or (ii) the Wind Down DIP Loan Agreement (other than 
those specified in Section 10.01(a), Section 10.01(b), Section 10.01(c), 
Section 10.01(d) or Section 10.01(e)(i) thereof) or any other Wind Down 
Loan Document, and such failure shall continue unremedied for a period 
of 30 days after the earlier to occur of (A) notice thereof from the Lender 
to the Borrower or (B) a Responsible Officer of the Borrower or such 
Subsidiary otherwise becoming aware of such default; 

(f) (i) the Borrower or any Subsidiary shall fail to comply with any of 
the provisions of any DIP Order or any Cash Collateral Order; (ii) a 
trustee shall be appointed in any Chapter 11 Case prior to the confirmation 
of a plan of reorganization (provided, however, that an Event of Default 
shall not be deemed to have occurred upon the appointment by the 
Borrower’s board of directors or the Bankruptcy Court of any other Person 
appointed to manage the affairs of the Loan Parties); (iii)  any Chapter 11 
Case shall be dismissed or converted to a case under Chapter 7; (iv) there 
shall be filed by any Loan Party any motion to sell all or a substantial part 
of the Collateral on terms that are not acceptable to the Lender in its sole 
discretion; (v) without the Lender’s prior written consent, the Borrower or 
any Subsidiary shall file any motion to alter, amend, vacate, supplement, 
modify, or reconsider, in any respect, any DIP Order or, without the 
Lender’s prior written consent, any DIP Order is amended, vacated, 
stayed, reversed or otherwise modified; (vi) the Bankruptcy Court shall 
enter an order granting to any Person (other than the Lender) relief from 
the automatic stay to foreclose upon a Lien (or to accept a deed in lieu of 
foreclosure or the like) with respect to any property of the Borrower that 
has an aggregate book value in excess of $50,000 or to terminate or 
otherwise exercise remedies under any material agreement, document or 
instrument which is entered into after the Petition Date, whether or not it 
relates to any Debt; (vii) the Borrower or any Subsidiary shall file a 
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motion or other request with the Bankruptcy Court seeking authority to 
use any cash proceeds of the Collateral or to obtain any financing under 
Section 364(c) or Section 364(d) of the Bankruptcy Code or otherwise 
secured by a Lien upon any Collateral (in each case (A) without the 
Lender prior written consent or (B) if such motion fails to contemplate 
payment in full of the Indebtedness); (viii) the payment by the Borrower 
or any Subsidiary of any pre-petition Debt, other than as approved by the 
Bankruptcy Court; or (ix) the Borrower or any Subsidiary shall submit any 
motion or other pleading in any Chapter 11 Case attacking the validity or 
enforceability of any DIP Order or any of the Loan Documents; 

(g) the Loan Documents after delivery thereof shall for any reason, 
except to the extent permitted by the terms thereof, cease to be in full 
force and effect and valid, binding and enforceable in accordance with 
their terms against the Borrower or a Guarantor party thereto or shall be 
repudiated by any of them, or cease to create a valid and perfected Lien of 
the priority required thereby on any of the collateral purported to be 
covered thereby, except to the extent permitted by the terms of this 
Agreement, or the Borrower or any Subsidiary or any Guarantor shall so 
state in writing; 

(h) the allowance of any claim under Section 506(c) of the Bankruptcy 
Code against the Lender; 

(i) subject to the payments permitted by the Wind Down Budget, the 
payment by a Loan Party of, or application by any Loan Party for 
authority to pay, any claim without the consent of the Lender; or 

(j) the Bankruptcy Court shall not have entered the Final Order, in 
form and substance acceptable to the Wind Down DIP Lender, on or 
before May 10, 2011, which shall not have been stayed, reversed, vacated 
or otherwise modified or amended. 

t. Remedies:  In the case of an Event of Default, at any time thereafter during the 
continuance of such Event of Default, the Wind Down DIP Lender may by notice 
to the Borrower, take either or both of the following actions, at the same or 
different times: (i) terminate any further commitment to lend to the Borrower and 
(ii) declare the outstanding principal amount of the Loans to be due and payable, 
and thereupon the principal of the Loans so declared to be due and payable, 
together with accrued interest thereon and all fees and other obligations of the 
Borrower and the Guarantors accrued hereunder and under the other Loan 
Documents, shall become due and payable immediately, without presentment, 
demand, protest, notice of intent to accelerate, notice of acceleration or other 
notice of any kind, all of which are hereby waived by the Borrower and each 
Guarantor.  
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In the case of the occurrence of an Event of Default, the Wind Down DIP Lender 
will have all other rights and remedies available at law and equity. 

u. Conditions Precedent to Tranche A Loan:  

(i) The Wind Down DIP Lender shall have received from each party 
hereto counterparts of this Agreement signed on behalf of such party. 
 
(ii) The Wind Down DIP Lender shall have received a copy of the 
Wind Down Budget, in form and substance satisfactory to the Wind Down 
DIP Lender. 
 
(iii)  The Bankruptcy Court shall have entered an interim order, 
approving on an interim basis, among other things, the transactions 
outlined herein and granting the priority liens and administrative expense 
claims referred to above, which order shall be in form and substance 
acceptable to the Wind Down DIP Lender and shall not have been stayed, 
reversed, vacated or otherwise modified or amended. 
 
(iv) There shall have occurred no event or circumstance that has 
resulted in a Material Adverse Change. 
 
(v) All principal, interest, fees and other amounts owing under the DE 
Shaw DIP Facility shall have been repaid in full and all liens and security 
interests related thereto shall have been terminated or released, in each 
case, on terms satisfactory to the Wind Down DIP Lender. 
 
(vi) The closing of the sale of all or substantially all of the assets of the 
Borrower and its subsidiaries as contemplated pursuant to the asset 
purchase agreement dated February 11, 2011 by and among the Borrower, 
Seahawk Global Holdings LLC, Seahawk Mexico Holdings LLC, 
Seahawk Drilling Management LLC, Seahawk Offshore Management 
LLC, Energy Supply International LLC, and Seahawk Drilling LLC, as 
sellers, and SD Drilling LLC and Hercules Offshore, Inc., as purchasers 
(such sale, the "Seahawk Asset Sale") shall have occurred in accordance 
with the terms of the APA. 
 
(vii)  All of the representations and warranties set forth herein or in the 
Interim Order shall be true and correct in all material respects. 
 
(viii) The absence of an Event of Default or any event or condition that 
with notice or the passage of time would become an Event of Default.  
 
(ix) Other than the Chapter 11 Cases, there shall exist no action, suit, 
investigation, litigation or proceeding pending in any court or before any 
arbitrator or governmental instrumentality that (i) could reasonably be 
expected to result in a Material Adverse Change or, if adversely 
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determined, could reasonably be expected to result in a Material Adverse 
Change or (ii) restrains or prevents, or imposes or could reasonably be 
expected to impose materially adverse conditions upon the Collateral, this 
Agreement, any of the other Loan Documents or the transactions 
contemplated hereby or thereby or threatens to do any of the foregoing. 
 
(x) The Lender shall have received such other documents as the Wind 
Down DIP Lender may reasonably request. 

 
v. Conditions Precedent to Tranche B Loan:  The obligation of the Wind Down 

DIP Lender to make the Tranche B Loan shall not become effective until the date 
on which each of the following conditions is satisfied: 

(i) All of the conditions set forth in Section 6.01 shall have been 
satisfied. 
 
(ii) The Bankruptcy Court shall have entered the Final Order, which 
shall not have been stayed, reversed, vacated or otherwise modified or 
amended. 
 
(iii) All of the representations and warranties set forth in the Loan 
Documents and in the DIP Orders shall be true and correct in all material 
respects. 
 
(iv) The absence of an Event of Default or any event or condition that 
with notice or the passage of time would become an Event of Default. 

 
w. Indemnification: Each Loan Party agrees to indemnify and hold harmless the 

Lender and each of its affiliates, partners, officers, directors, employees, agents, 
advisors, controlling persons, members and successors and assigns (each, 
an “Indemnitee”) from and against any and all losses, claims, damages, liabilities 
and expenses to which any such Indemnitee may become subject arising out of or 
in connection with this Agreement, the DIP Orders or any other Loan Document 
or any related transaction or any claim, litigation, investigation or proceeding 
relating to any of the foregoing, regardless of whether any such Indemnitee is a 
party thereto (and regardless of whether such matter is initiated by a third party or 
such Loan Party or any of its affiliates or shareholders), and to reimburse each 
such Indemnitee upon demand for any reasonable legal or other reasonable out-
of-pocket expenses incurred in connection with investigating or defending any of 
the foregoing; provided that the foregoing indemnity will not, as to any 
Indemnitee, apply to losses, claims, damages, liabilities or related expenses to the 
extent they are found by a final, nonappealable judgment of a court of competent 
jurisdiction to arise from the willful misconduct or gross negligence of such 
Indemnitee.  Notwithstanding any other provision of this Agreement, none of the 
Borrower, its Subsidiaries or any Indemnitee shall be liable for any indirect, 
special, punitive or consequential damages in connection with its activities related 
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to this Agreement, any other Loan Document or any agreement or instrument 
contemplated hereby or thereby, the Loans or the use of the proceeds thereof. 

x. Other Terms: The terms and conditions of the Wind Down Facility shall be 
subject to the terms of the Interim Order and, upon entry by the Bankruptcy 
Court, the Final Order.  Both the Interim Order and the Final Order shall be in 
form and substance satisfactory to the Wind Down DIP Lender, otherwise the 
Wind Down DIP Lender shall have no obligation to make any Loans to the 
Borrower at any time. 

y. Governing Law: The Wind Down DIP Loan Agreement shall be governed by the 
laws of the State of New York, except as governed by the Bankruptcy Code. 

 
JURISDICTION AND PROCEDURAL STATUS 

8. This Court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157 and 

1334.  Venue of the Debtors’ chapter 11 cases in this district is proper pursuant to 28 U.S.C. §§ 

1408 and 1409.  This is a core proceeding pursuant to 28 U.S.C. § 157(b). 

9. On February 11, 2011 (the “Petition Date”), the Debtors filed voluntary petitions 

for relief under chapter 11 of title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (the 

“Bankruptcy Code”).  Pursuant to this Court’s Order Authorizing Joint Administration Pursuant 

to Federal Rule of Bankruptcy Procedure 1015, the Debtors’ cases are being jointly 

administered.  See Dkt. No. 38. 

10. The Debtors continue to operate their businesses and manage their properties as 

debtors-in-possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. 

FACTUAL AND PROCEDURAL BACKGROUND 

11. On February 12, 2011, the Debtors filed, inter alia, their Emergency Motion 

Seeking Interim and Final Orders, pursuant to Sections 105(a), 362, 364(c), 503, and 507 of the 

Bankruptcy Code, Authorizing the Debtors to, Among other Things, Obtain Post-Petition 

Financing (the “Original DIP Financing Motion”) in the aggregate amount of up to 

$35,000,000 (the “Original DIP Credit Facility”), subject to the terms and conditions of the 
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Debtor-in-Possession Credit Agreement (the “Original DIP Credit Agreement” and 

collectively with all agreements, documents, and instruments delivered or executed in connection 

therewith, the “Original DIP Financing Documents”) between the Debtors and D.E. Shaw or 

its affiliates or designees selected in its sole discretion (the “DIP Lenders”).  See Dkt. No. 9. 

12. Also on February 12, 2011, the Debtors filed their Emergency Motion Pursuant to 

Sections 105, 363 and 365 of the  Bankruptcy Code and Rules 2002, 6004, 6006, 9007, and 9014 

of the Federal Rules of Bankruptcy Procedure, for an Order (i) Scheduling an Expedited Hearing 

To Approve The Sale of Substantially All of the Debtors’ Assets; (ii) Setting Deadlines for 

Filing Objections To (1) the Proposed Sale and (2) the Proposed Assumption and Assignment of 

Executory Contracts and the Payment of Cure Claims in Connection Therewith; and (iii) 

Approving the Form and Manner of Notice Thereof (the “Sale Motion”).  See Dkt. No. 19.  The 

Sale Motion contemplated the acquisition by Hercules or one or more of its subsidiaries of 

substantially all of the assets and jackup rigs of the Debtors (the “Purchased Assets”) through a 

sale pursuant to an Asset Purchase Agreement (“APA”) to be approved under section 363 of the 

Bankruptcy Code (the “Transaction”).  The aggregate consideration for the Purchased Assets is 

(a) 22,321,425 shares of Hercules Common Stock (the “Hercules Shares”) plus (b) cash in an 

amount equal to $25,000,012, subject to certain adjustments (defined in the APA as the “Base 

Aggregate Consideration”). 

13. On February 14, 2011, the Court held a hearing (the “First-Day Hearing”) to 

consider, inter alia, the interim relief requested in the Sale Motion and the DIP Financing 

Motion, and granted the relief requested in the Original DIP Financing Motion and the Sale 

Motion, on an interim basis.  See Dkt. Nos. 56 and 54, respectively. 
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14. On March 11, 2011, the court granted the DIP Financing Motion on a final basis.  

See Dkt. No. 295.  On April 5, 2011, the Court granted the Sale Motion on a final basis and 

issued findings of fact and conclusions of law in support of the order granting the Debtors the 

authority to sell substantially all of their assets under the APA.  See Dkt. Nos. 489 and 488, 

respectively.  The transaction contemplated in the Sale Motion is scheduled to close during the 

week of April 24, 2011. 

15. As of April 21, 2011, the Debtors have drawn approximately $17.1 million of the 

$35.0 million available under the Original DIP Credit Facility, and intend to use a portion of the 

$25,000,012 in cash to be garnered from the transaction with Hercules to pay off the outstanding 

debt owed to the DIP Lenders under the Original DIP Credit Facility. 

RELIEF REQUESTED 

16. By this Wind Down DIP Financing Motion, the Debtors seek entry of the Interim 

Order and the Final Order, inter alia: 

(a) under sections 364(c), (d) and (e) of the Bankruptcy Code, authorizing the 
Debtors to obtain postpetition financing, as set forth below and in the 
Wind Down DIP Loan Agreement in the aggregate amount of 
$14,250,000.00 for use in accordance with the Wind Down Budget to fund 
the expenses associated with the orderly wind-down of the Debtors’ 
bankruptcy estates through confirmation of a plan of reorganization in 
these jointly-administered cases; 

(b) under sections 361, 362, 364(c)(2) and (d) of the Bankruptcy Code, 
granting to the Wind Down DIP Lender certain liens upon the Collateral; 

(c) under section 364(c)(1) of the Bankruptcy Code, granting superpriority 
administrative claim status to the claims of the Wind Down DIP Lender 
under the Wind Down DIP Loan Agreement; 

(d) under sections 363 and 364 of the Bankruptcy Code, authorizing the 
Debtors to use the proceeds of the Wind Down Facility in a manner 
consistent with the terms and conditions of the Wind Down DIP Loan 
Agreement, and in accordance with the Wind Down Budget; 
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(e) under section 362 of the Bankruptcy Code, modifying the automatic stay 
to the extent set forth in the Interim Order and the Final Order; 

(f) pursuant to Bankruptcy Rule 4001, scheduling a preliminary hearing on 
this Wind Down DIP Financing Motion for Monday, April 25, 2011 at 
3:00 p.m. Central Time, and authorizing the Debtors from the closing of 
the Seahawk Asset Sale until the final hearing (the "Final Hearing") to 
obtain credit in an aggregate amount of $5.75 million under the terms 
contained in the Wind Down DIP Loan Agreement to the extent necessary 
to avoid immediate and irreparable harm to the Debtors' estates; and 

(g) pursuant to Bankruptcy Rule 4001, scheduling a Final Hearing on this 
Wind Down DIP Financing Motion.   

17. The Wind Down Facility provides reasonable and the best available terms under 

the circumstances.  The Debtors and the DIP Lender negotiated the terms of the Wind Down 

Facility at arm’s-length.  The Debtors solicited sources other than Hayman for a wind down 

facility and were unable to obtain better offers.  The Debtors, in the exercise of their reasonable 

business judgment, are confident that in today’s market the proposed secured, debtor-in-

possession financing, as further described in this motion, would not be available from third-party 

lenders on the same or better terms. 

18. The Debtors seek, among other things, the Court’s approval of the Wind Down 

Facility, as well as authority to execute all ancillary financing documents and grant security 

interests and liens attendant to the Wind Down Facility.  The Debtors request that the Court enter 

an Interim Order pursuant to sections 105(a), 362, 364(c) and (d), 503, and 507 of the 

Bankruptcy Code authorizing the Debtors to obtain up to $5.75 million under the Tranche A 

Loan on a senior secured basis and, after appropriate notice, enter a Final Order, authorizing the 

Debtors to obtain an additional $8.5 million from Hayman pursuant to the Wind Down DIP 

Credit Agreement, each to be used in accordance with the Wind Down Budget attached as 

Exhibit A to the Wind Down DIP Loan Agreement hereto.  The requested relief is necessary for 
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the Debtors to promulgate a plan of reorganization and distribute assets for the benefit of 

creditors and interestholders. 

ARGUMENT AND AUTHORITIES 

A. Approval of the Wind Down Facility Under Bankruptcy Code § 364 

19. Section 364 of the Bankruptcy Code allows debtors to: (a) obtain unsecured credit 

in the ordinary course of business, (b) obtain unsecured credit out of the ordinary course of 

business, and (c) obtain credit with specialized priority or with security.  If a debtor cannot 

obtain post-petition credit on an unsecured basis, a bankruptcy court may authorize the obtaining 

of credit or the incurring of debt, the repayment of which is secured by a lien on unencumbered 

property.  11 U.S.C. § 364(c). 

20. The statutory requirement for obtaining post-petition credit under section 364(c) 

of the Bankruptcy Code is a finding, made after notice and hearing, that the debtor is “unable to 

obtain unsecured credit allowable under § 503(b)(1) of the [Bankruptcy Code].”  11 U.S.C. § 

364(c).  In other words, such financing is appropriate when the debtor is unable to obtain 

unsecured credit allowable as an ordinary administrative claim.  See In re Crouse Group, Inc., 71 

B.R. 544, 549, modified on other grounds, 75 B.R. 553 (Bankr. E.D. Pa. 1987) (stating that 

secured credit under section 364(c)(2) of the Bankruptcy Code is authorized, after notice and 

hearing, upon showing that unsecured credit cannot be obtained).  Additionally, courts will 

generally accord deference to the necessity of the debtor obtaining post-petition financing to 

remain viable.  See Bray v. Shenandoah Fed. Savs. & Loan Ass’n (In re Snowshoe Co.), 789 F.2d 

1085, 1088 (4th Cir. 1986); In re Ames Dep’t Stores, 115 B.R. 34, 40 (Bankr. S.D.N.Y. 1990). 

21. Given the facts of this case, the Debtors believe that the terms of the proposed 

Wind Down Facility from Hayman are more favorable then the terms of the existing Original 

DIP Facility from D.E. Shaw.  Additionally, the Debtors have been unable to procure the credit 
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required to fund the orderly wind-down of their estates in the form of unsecured credit or 

unsecured credit with an administrative expense priority under section 503(b)(1) of the 

Bankruptcy Code or on any better terms than those offered by Hayman.  The Debtors, therefore, 

have no choice but to seek credit on a senior-secured basis in exchange for the granting of liens 

on the DIP Collateral. 

22. A debtor seeking financing under section 364(c) of the Bankruptcy Code must 

make a reasonable effort to seek other sources of unsecured credit available but “is not required 

to seek credit from every possible source,” and is granted considerable deference in acting in 

accordance with his business judgment.  See Ames Dep’t Stores, 115 B.R. at 40; In re Plabell 

Rubber Prods., Inc., 137 B.R. 897, 900 (Bankr. N.D. Ohio 1992).  As stated above, the Debtors 

have no other financing source to fund the amounts needed to prosecute a plan of reorganization 

and wind down the Debtors’ estates.  Hence, only Hayman has agreed to provide the Debtors 

with sufficient credit to administer their estates during the Wind-Down Period.  No other lender 

would provide comparable financing on similar, let alone better, terms. 

B. Application of the Business Judgment Standard to the Wind Down Facility 

23. Having determined that the proposed post-petition financing from Hayman was 

available only under section 364(c) of the Bankruptcy Code, the Debtors negotiated the Wind 

Down Facility at arm’s length and in accordance with their sound business judgment.  In 

negotiating post-petition financing arrangements, courts permit debtors “to exercise their basic 

business judgment consistent with their fiduciary duties.”  Ames Dep’t Stores, 115 B.R. at 38 

(citations omitted).  Courts will evaluate the facts and circumstances of a debtor’s case, and will 

accord significant weight to the necessity for obtaining financing, so long as it does not run afoul 

of the provisions of and policies underlying the Bankruptcy Code.  See, e.g., Snowshoe, 789 F.2d 
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at 1088 (upholding post-petition financing necessary to sustain seasonal business); Ames Dep’t 

Stores, 115 B.R. at 40 (“[C]ases consistently reflect that the court’s discretion under § 364 is to 

be utilized on grounds that permit reasonable business judgment to be exercised so long as the 

financing agreement does not contain terms that leverage the bankruptcy process and powers or 

its purpose is not so much to benefit the estate as it is to benefit a party-in-interest.”). 

24. Courts generally will not override a debtor’s prudent and responsible exercise of 

business judgment consistent with its fiduciary duties to the bankruptcy estate and its creditors in 

negotiating an appropriate financing package.  See Ames Dep’t Stores, 115 B.R. at 38 (in 

examining requests by a trustee for interim financing, courts apply the same business judgment 

standard applicable to other business decisions); In re Simasko Prod. Co., 47 B.R. 444, 449 

(Bankr. D. Colo. 1985) (noting that business judgment should be left to the boardroom and not to 

the bankruptcy courts); In re Lifeguard Indus. Inc., 37 B.R. 3, 17 (Bankr. S.D. Ohio 1983) 

(same).  “More exacting scrutiny will slow the administration of the debtors’ estate and increase 

its costs, interfere with the Bankruptcy Code’s provision for private control of administration of 

the estate, and threaten the court’s ability to control a case impartially.”  Richmond Leasing Co. 

v. Capital Bank, N.A., 762 F.2d 1303, 1311 (5th Cir. 1985). 

25. Specifically, a bankruptcy court should defer to a debtor’s business judgment 

regarding the need for and the proposed use of funds, unless such decision is arbitrary and 

capricious.  See In re Curlew Valley Assocs., 14 B.R. 507, 513 n.11a (Bankr. D. Utah 1981).  

Courts generally will not second-guess a debtor’s business decisions when those decisions 

involve “a business judgment made in good faith, upon a reasonable basis, and within the scope 

of his authority under the Code.”  Id. at 513-14 (footnotes omitted). 

26. The Debtors have exercised sound business judgment and have satisfied the legal 

prerequisites to borrow under the terms and conditions of the Wind Down Facility.  The Wind 
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Down Facility benefits these estates by providing the Debtors with the financing necessary for 

the Debtors to administer their estates through confirmation of a chapter 11 plan in these cases in 

accordance with the Wind Down Budget.  Without the requested financing, the Debtors will 

likely have insufficient liquidity to continue to administer their cases in chapter 11.  With the 

requested Wind Down DIP Financing, the Debtors expect to propose and confirm a chapter 11 

plan that the Debtors’ expect will provide full payment for all allowed creditor claims.  

Accordingly, post-petition financing consistent with the terms and provisions contained in the 

Wind Down Facility is a reasonable exercise of the Debtors’ business judgment and in the best 

interest of the estates and all parties in interest. 

C. Good Faith of Hayman and the Debtors 

27. Section 364(e) of the Bankruptcy Code was designed to “encourage the extension 

of credit to debtors” by allowing lenders to “rely on a bankruptcy court’s authorization of the 

transaction.”  See In re EDC Holding Co., 676 F.2d 945, 947 (7th Cir. 1982) (the purpose of § 

364(e) is “to overcome people’s natural reluctance to deal with a bankrupt firm whether as 

purchaser or lender by assuring them that so long as they are relying in good faith on a 

bankruptcy judge’s approval of the transaction they need not worry about their priority merely 

because some creditor is objecting to the transaction and is trying to get the district court or the 

court of appeals to reverse the bankruptcy judge.”).  See also In re N. Atl. Millwork Corp., 155 

B.R. 271, 279 (Bankr. D. Mass. 1993) (“The purpose of § 364(e) is to allow good-faith lenders to 

rely upon conditions at the time they extend credit and to encourage lenders to lend to bankrupt 

entities.”) (citations omitted). 

28. The terms and conditions of the Wind Down Facility are fair and reasonable and 

were negotiated by the parties in good faith and at arm’s length.  All parties were represented by 
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counsel.  The Debtors therefore request that Hayman be granted the protections of section 364(e) 

of the Bankruptcy Code. 

D. Grant of a Priming Lien 

29. The Debtors also seek approval of the Wind Down Facility under 

section 364(d)(1) of the Bankruptcy Code to permit the Debtors to grant priming liens on the 

Collateral.  The statutory requirement for obtaining post-petition credit under section 364(d)(1) 

of the Bankruptcy Code is a finding, made after notice and a hearing, that the debtors in 

possession are “unable to obtain such credit otherwise.”  11 U.S.C. § 364(d)(1)(A).  In addition, 

the secured creditors whose liens are being “primed” by a new post-petition lender must be 

provided with adequate protection of their interests in collateral.  See In re Swedeland Dev. 

Group, Inc., 16 F. 3d 552, 564 (3d Cir. 1994) (en banc) (noting that adequate protection is 

required under section 364(d)(l)(B) of the Bankruptcy Code to ensure that the creditor receives 

the value for which it bargained); In re Dunes Casino Hotel, 69 B.R. 784, 793 (Bankr. D.N.J. 

1986) (noting that “[a]dequate protection is designed to preserve the secured creditor’s position 

at the time of the bankruptcy”). 

30. Both of these requirements are satisfied here.  First, as set forth above, only 

Hayman has agreed to provide the Debtors with sufficient credit to administer their estates 

during the Wind Down Period, and the Debtors have accordingly determined that no other 

financing is available on terms better than proposed under the Wind Down DIP Loan Agreement. 

31. In addition, the Debtors believe that any “primed” parties will be adequately 

protected by the substantial equity cushion in the Collateral.  The principal purpose of adequate 

protection is to safeguard the interests of secured creditors in the collateral against diminution in 

the value of that interest.  See In re 495 Cent. Park Ave. Corp., 136 B.R. 626, 631 (Bankr. 
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S.D.N.Y. 1992); In re Continental Airlines, Inc., 154 B.R. 176, 180 (Bankr. D. Del. 1993).  

Courts typically determine the means for providing adequate protection on a case-by-case basis.  

See In re Beker Indus. Corp., 58 B.R. 725 (Bankr. S.D.N.Y. 1986); In re O’Connor, 808 F.2d 

1393, 1396 (10th Cir. 1987); In re Martin, 761 F.2d 472 (8th Cir. 1985).  However, courts have 

consistently held that a substantial equity cushion can obviate the need for adequate protection.  

In re Herman, 315 B.R. 381, 396 (Bankr. E.D. Tex. 2004) (“Cause” did not exist to lift 

automatic stay where creditors appeared to be vastly oversecured and, thus, were protected by 

equity cushion existing in their collateral); Pistole v. Mellor (In re Mellor), 734 F. 2d 1396, 1400 

(9th Cir. 1984) (An equity cushion "is the classic form of protection for a secured debt," and "the 

existence of an equity cushion, standing alone, can provide adequate protection"); In re Adams, 

218 B.R. 597, 602-3 (Bankr. D. Kan. 1998). 

32. In this case, the Debtors will not incur any obligations under the Wind Down DIP 

Loan Agreement until the Seahawk Asset Sale has closed.  At that time, the Debtors will be 

holding Hercules Common Stock worth in excess of approximately $100 million —  which is 

more than enough value to satisfy their obligations to all creditors and to provide a substantial 

return to equity interest holders, and far in excess of the amount of any secured claims against 

the Collateral.   

E. Modification of the Automatic Stay 

33. Section 362 of the Bankruptcy Code imposes an automatic stay upon the filing of 

a bankruptcy petition.  The proposed Wind Down Facility and the Interim Order contemplate the 

modification of the automatic stay to the extent necessary to:  (1) permit the Debtors to grant the 

DIP Liens to Hayman and to incur all liabilities and obligations to the Wind Down Lender under 

the Wind Down Loan Documents, the Wind Down Facility and the Interim Order, (2) authorize 
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the Wind Down Lender to retain and apply all payments made by the Debtors under the Wind 

Down Facility in accordance with the provisions of the Wind Down Loan Documents and the 

Interim Order, and (3) if there is an Event of Default, authorize the Wind Down Lender to charge 

the default interest rate and pursue the remedies provided for in the Wind Down DIP Loan 

Agreement. 

34. Stay modification provisions of this type are standard features of post-petition 

debtor-in-possession financing facilities and, in the Debtors’ business judgment, are reasonable 

under the present facts and circumstances.  Accordingly, the Debtors respectfully request that the 

Court authorize the modification of the automatic stay in accordance with the terms set forth in 

the Interim Order and Wind Down DIP Loan Agreement. 

F. Request for Immediate Interim Relief 

35. Pending the Final Hearing, the Debtors will require interim and immediate use of 

$5.75 million in financing to be provided by the Wind Down Facility.  It is essential that the 

Debtors pay for post-petition wind down expenses, including the administrative expenses 

necessary for the Debtors to prosecute a chapter 11 plan.  The Debtors’ interim financing in the 

amount of $5.75 million, subject to the Wind Down Budget which the Wind Down Lender has 

approved, is necessary to avoid immediate and irreparable harm to the Debtors’ estates. 

36. As explained above, absent immediate use of $5.75 million from the Wind Down 

Facility, the Debtors will be unable to pay the ongoing expenses associated with winding down 

their bankruptcy cases.  Consequently, if interim relief is not obtained, the Debtors’ assets will be 

immediately and irreparably jeopardized, to the detriment of the Debtors’ estates, their creditors 

and all parties-in-interest. 
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37. Accordingly, the Debtors request that, pending the Final Hearing, the Court 

schedule the Interim Hearing as soon as practicable to consider the Debtors’ request for 

authorization to obtain interim credit in the amount of $5.75 million under the Wind Down 

Facility, in accordance with and pursuant to the terms and conditions contained in the Wind 

Down DIP Credit Agreement.  The Debtors request that the Court grant the Debtors 

authority to enter into the Wind Down Facility, on an interim basis, following a hearing on 

April 25, 2011, at 3:00 p.m. Central Time. 

38. Rule 4001(c) of the Federal Rules of Bankruptcy Procedure permits a court to 

approve a request for financing during the 14-day period following the filing of a motion 

requesting authorization to obtain post-petition financing, “only to the extent necessary to avoid 

immediate and irreparable harm to the estate pending a final hearing.” FED. R. BANKR. P. 

4001(c)(2).  In examining requests for interim relief under this rule, courts apply the same 

business judgment standard applicable to other business decisions.  See, e.g., In re Ames Dep’t 

Stores, Inc., 115 B.R. at 38.  After the 14-day period, the request for financing is not limited to 

those amounts necessary to prevent destruction of the Debtors’ business.  A debtor is entitled to 

borrow those amounts that it believes prudent in the operation of its business.  See, e.g., In re 

Simasko Prod. Co., 47 B.R. at 449; In re Ames Dep’t Stores, Inc., 115 B.R. at 36. 

39. Following the Interim Hearing, the Debtors respectfully request that this court set 

a Final Hearing, subject to the Court’s calendar, for the next available setting after the expiration 

of the 14-day notice period required by Rule 4001(c)(2) of the Federal Rules of Bankruptcy 

Procedure.  At such Final Hearing the Debtors will seek final approval of the Wind Down 

Facility. 
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NOTICE 
 
40. Notice of this Emergency Motion has been provided by overnight delivery and e-

mail or facsimile to:  (a) Hayman; (b) counsel for Hayman; (c) 30 largest unsecured creditors of 

the Debtors on a consolidated basis; (d) Hercules Offshore, Inc., and its counsel; (e) D.E. Shaw 

Direct Capital Portfolios, L.L.C., and its counsel; (f) the U.S. Trustee’s Office; (g) the United 

States Attorney’s Office; (h) the Securities and Exchange Commission; (i) the Internal Revenue 

Service; (j) the Official Committee of Unsecured Creditors, and its counsel; (k) the Official 

Committee of Equity Security Holders, and its counsel; and (l) the Texas Taxing Authorities and 

all other known secured creditors.  The Debtors believe that the notice provided for herein is fair 

and adequate and no other or further notice is necessary. 

PRAYER FOR RELIEF 

WHEREFORE, PREMISES CONSIDERED, the Debtors respectfully request that the 

Court consider this matter at an Interim Hearing on April 25, 2011 at 3:00 p.m. Central Time, 

that upon such Interim Hearing the Court enter an Interim Order:  (a) granting the Debtors the 

authority to enter into the Wind Down Facility and to draw $5.75 million to avoid immediate and 

irreparable harm; (b) granting the Debtors the authority to execute all related Wind Down 

Financing Documents; (c) granting perfected security interests in and liens on the Collateral to 

Hayman, effective as of the closing of the Seahawk Asset Sale, pursuant to sections 364(c)(2) 

and (d) of the Bankruptcy Code to secure the $5.75 million in interim financing; (d) granting a 

superpriority administrative claim to the claims of the Wind Down Lender under the Wind Down 

DIP Loan Agreement; (e) approving the terms and conditions of the Wind Down Facility on an 

interim basis; (f) setting this Emergency Motion for Final Hearing at the Court’s earliest 

convenience after the lapse of 14 days from the date of filing hereof; and (g) granting the 

Debtors such other legal and equitable relief to which they are entitled. 
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Dated:  April 22, 2011. 
 

Respectfully submitted, 

FULBRIGHT & JAWORSKI L.L.P. 

By:   /s/  Johnathan C. Bolton    
Berry D. Spears 
State Bar No. 18893300 
Johnathan C. Bolton 
State Bar No. 24025260 

1301 McKinney, Suite 4100 
Houston, Texas 77010-3095 
Telephone:  713/651-5151 
Telecopier:  713/651-5246 
bspears@fulbright.com 
jbolton@fulbright.com 
 
and 
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DEBTOR-IN-POSSESSION LOAN, SECURITY AND GUARANTY AGREEMENT 

This DEBTOR-IN-POSSESSION LOAN, SECURITY AND GUARANTY 
AGREEMENT, dated as of April 25, 2011, is entered into by and among Seahawk Drilling, 
Inc., a Delaware corporation (the “Borrower”), and Seahawk Drilling LLC, a Delaware limited 
liability company, Seahawk Global Holdings LLC, a Delaware limited liability company, 
Seahawk Mexico Holdings LLC, a Delaware limited liability company, Seahawk Drilling 
Management LLC, a Delaware limited liability company, Seahawk Offshore Management LLC, 
a Delaware limited liability company, Energy Supply International LLC, a Delaware limited 
liability company, and Seahawk Drilling USA LLC, a Delaware limited liability company 
(collectively, the “Guarantors”), and Hayman Capital Master Fund, L.P. (the “Lender”). 

RECITALS 

A. The Borrower and the Guarantors are debtors-in-possession under Chapter 11 of 
the Bankruptcy Reform Act of 1978, 11 U.S.C. §§ 101 et seq., as amended (the “Bankruptcy 
Code”) in cases (the “Chapter 11 Cases”) pending in the United States Bankruptcy Court for the 
Southern District of Texas, Corpus Christi Division (the “Bankruptcy Court”). 

B. The Borrower requested that the Lender provide term loans (on a senior super-
priority secured basis) to the Borrower to finance the orderly wind down of the bankruptcy 
estates of the Borrower and the Guarantors. 

C. The Lender has agreed to make term loans to the Borrower subject to the terms 
and conditions of this Agreement and to the terms and conditions of the DIP Orders. 

AGREEMENT 

In consideration of the premises and mutual covenants herein contained and for other 
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, 
the parties hereto agree as follows: 

ARTICLE I 
DEFINITIONS 

Section 1.01 Terms Defined Above.  As used in this Agreement, each term defined 
above has the meaning indicated above. 

Section 1.02 Certain Defined Terms.  As used in this Agreement, the following terms 
have the meanings specified below: 

“Act” has the meaning assigned to such term in Section 12.13. 

“Affiliate” means, with respect to a specified Person, another Person that directly, or 
indirectly through one or more intermediaries, Controls or is Controlled by or is under common 
Control with the Person specified. 
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“Agreement” means this Debtor-in-Possession Loan, Security and Guaranty Agreement, 
as the same may from time to time be amended, modified, supplemented or restated. 

“APA” has the meaning assigned to such term in Section 6.01(f). 

“Applicable Percentage” has the meaning assigned to such term in Section 3.02. 

“Assigned Contracts” means, collectively, all of each Loan Party’s rights and remedies 
under, and all moneys and claims for money due or to become due to such Loan Party under the 
Escrow Agreement and the APA, and any other contracts, and any and all amendments, 
supplements, extensions, and renewals thereof including all rights and claims of each Loan Party 
now or hereafter existing: (i) under any insurance, indemnities, warranties, and guarantees 
provided for or arising out of or in connection with any of the foregoing agreements; (ii) for any 
damages arising out of or for breach or default under or in connection with any of the foregoing 
contracts; (iii) to all other amounts from time to time paid or payable under or in connection with 
any of the foregoing agreements; or (iv) to exercise or enforce any and all covenants, remedies, 
powers and privileges thereunder. 

“Balance Due” has the meaning assigned to such term in Section 3.01(a). 

“Bankruptcy Code” has the meaning assigned to such term in paragraph A. of the 
Recitals. 

“Bankruptcy Court” has the meaning assigned to such term in paragraph A. of the 
Recitals. 

“Bankruptcy Court Schedules” has the meaning assigned to such term in Section 7.04. 

“Board” means the Board of Governors of the Federal Reserve System of the United 
States of America or any successor Governmental Authority. 

“Borrower” has the meaning assigned to such term in the initial paragraph hereof. 

“Business Day” means any day that is not a Saturday, Sunday or other day on which 
commercial banks in New York City or Houston, Texas are authorized or required by law to 
remain closed. 

“Capital Leases” means, in respect of any Person, all leases which shall have been, or 
should have been, in accordance with GAAP, recorded as capital leases on the balance sheet of 
the Person liable (whether contingent or otherwise) for the payment of rent thereunder. 

“Capital Stock” means any and all shares, interests, participations or other equivalents 
(however designated) of capital stock of a corporation, any and all equivalent ownership interests 
in a Person (other than a corporation) and any and all warrants, rights or options to purchase any 
of the foregoing. 

“Carve-Out” means, following the occurrence and during the continuance of an Event of 
Default, an amount sufficient for payment of (x) allowed professional fees and disbursements 
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incurred by professionals retained by the Borrower and the Guarantors and the official 
committee of unsecured creditors and the official committee of equity holders appointed in the 
Chapter 11 Cases in an aggregate amount not to exceed $2,250,000, and (y) fees pursuant to 28 
U.S.C. § 1930 and any fees payable to the clerk of the Bankruptcy Court; provided that, so long 
as no Event of Default has occurred, the Borrower and the Guarantors shall be permitted to pay 
fees and expenses allowed and payable under 11 U.S.C. § 330 and § 331 to the extent such fees 
and expenses are specifically identified in the Wind Down Budget, as the same may become due 
and payable, and the same shall not reduce the Carve-Out. 

“Cash Collateral Order” means any order of the Bankruptcy Court in any Chapter 11 
Case authorizing the use of cash collateral, as such order may be amended, modified or revised 
from time to time. 

“Casualty Event” means any loss, casualty or other insured damage to, or any 
nationalization, taking under power of eminent domain or by condemnation or similar 
proceeding of, any property of the Borrower or any of its Subsidiaries. 

“Change in Law” means (a) the adoption of any law, rule or regulation after the date of 
this Agreement, (b) any change in any law, rule or regulation or in the interpretation or 
application thereof by any Governmental Authority after the date of this Agreement, or 
(c) compliance by the Lender with any request, guideline or directive (whether or not having the 
force of law) of any Governmental Authority made or issued after the date of this Agreement. 

“Chapter 11 Cases” has the meaning assigned to such term in paragraph A. of the 
Recitals. 

“Claims” means any and all claims, demands, liabilities, obligations, losses, damages, 
penalties, actions, judgments, suits, awards, remedial response costs, expenses or disbursements 
of any kind or nature whatsoever (including reasonable attorneys’, accountants’, consultants’ or 
paralegals’ fees and expenses), whether arising under or in connection with the Loan Documents, 
any applicable law, or otherwise, that may now or hereafter be suffered or incurred by a Person 
and whether suffered or incurred in or as a result of any investigation, litigation, arbitration or 
judicial or non-judicial proceeding, or any appeal related thereto. 

“Closing Date” means the date on which the conditions specified in Section 6.01 are 
satisfied. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and 
any successor statute. 

“Collateral” means all property and assets of each Loan Party and its estate of every kind 
or type whatsoever, tangible, intangible, real, personal and mixed, whether now owned or 
existing or hereafter acquired or arising and regardless of where located, whether within the 
United States or in other locations, and including all of such Loan Party’s now owned or 
hereafter acquired right, title and interest in and to each of the following:  

(a) all Accounts; 
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(b) all books and records; 

(c) all Chattel Paper (whether tangible or electronic); 

(d) all Commercial Tort Claims; 

(e) all Deposit Accounts; 

(f) all Documents; 

(g) all Equipment; 

(h) all Fixtures; 

(i) all General Intangibles and Payment Intangibles; 

(j) all Goods; 

(k) all Instruments; 

(l) all Trademarks, Copyrights, Patents and other Intellectual Property; 

(m) all Inventory; 

(n) all Investment Property; 

(o) all Letter-of-Credit Rights and Supporting Obligations; 

(p) all cash and cash equivalents; 

(q) all real property; 

(r) all Subject Hercules Common Stock and all other Pledged Collateral; 

(s) all Assigned Contracts; 

(t) all property of the estate of each Loan Party (within the meaning Section 541 of 
the Bankruptcy Code, including avoidance actions arising under Chapter 5 of the Bankruptcy 
Code) and all other property of each Loan Party, wherever located and whether now or hereafter 
existing, and whether now owned or hereafter acquired, of every kind and description, whether 
tangible or intangible, including money and all property of any Loan Party held by the Lender, 
including all property of every description, in the possession or custody of or in transit to the 
Lender for any purpose, including safekeeping, collection or pledge, for the account of such 
Loan Party, or as to which such Loan Party may have any right or power;  

(u) to the extent not otherwise included, all monies and other property of any kind 
which is received by any Loan Party in connection with refunds with respect to taxes, 
assessments and governmental charges imposed on such Loan Party or any of its property or 
income; 
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(v) to the extent not otherwise included, all causes of action and all monies and other 
property of any kind received therefrom, and all monies and other property of any kind recovered 
by any Loan Party; and 

(w) all Proceeds, products, rents and profits, whether tangible or intangible, of any of 
the foregoing, including proceeds of insurance covering any or all of the foregoing, and any and 
all tangible or intangible property resulting from the sale, exchange, collection, or other 
disposition of any of the foregoing, or any portion thereof or interest therein, and the Proceeds 
thereof; 

provided, that all capitalized terms used in this definition of “Collateral” that are defined 
in Article 9 of the Uniform Commercial Code as in effect in the State of New York (the “UCC”) 
shall have the meanings ascribed to such terms in the UCC; and 

provided, further, that Collateral shall not include (i) any property or rights conveyed or 
to be conveyed to the Purchasers (as such term is defined in the APA as in effect on the date 
hereof) or to an Affiliate (as such term is defined in the APA as in effect on the date hereof) of 
the Purchasers (as provided in Section 12.8 of the APA as in effect on the date hereof) under the 
APA or (ii) the Subject Property unless, on the effective date of the Reorganization Plan, there 
are funds remaining in the Subject Bank Account that are then no longer payable to the Person 
for whom they were earmarked, in which case such remaining funds shall no longer be deemed 
to be Subject Property but shall at such time be deemed to be Collateral. 

“Collateral Disposition” has the meaning assigned to such term in Section 3.02. 

“Confirmation Order” means an order entered by the Bankruptcy Court confirming a 
Reorganization Plan, which shall be in form and substance acceptable to the Lender, in its 
discretion. 

“Control” means the possession, directly or indirectly, of the power to direct or cause the 
direction of the management or policies of a Person, whether through the ability to exercise 
voting power, by contract or otherwise.  For the purposes of this definition, and without limiting 
the generality of the foregoing, any Person that owns directly or indirectly 10% or more of the 
Equity Interests having ordinary voting power for the election of the directors or other governing 
body of a Person (other than as a limited partner of such other Person) will be deemed to 
“control” such other Person.  “Controlling” and “Controlled” have meanings correlative thereto. 

“Debt” means, for any Person, the sum of the following (without duplication):  (a) all 
obligations of such Person for borrowed money or evidenced by bonds, bankers’ acceptances, 
debentures, notes or other similar instruments; (b) all obligations of such Person (whether 
contingent or otherwise) in respect of letters of credit, surety or other bonds and similar 
instruments; (c) all accounts payable and all accrued expenses, liabilities or other obligations of 
such Person to pay the deferred purchase price of property or services; (d) all obligations under 
Capital Leases; (e)  all Debt (as defined in the other clauses of this definition) of others secured 
by (or for which the holder of such Debt has an existing right, contingent or otherwise, to be 
secured by) a Lien on any property of such Person, whether or not such Debt is assumed by such 
Person; (f) all Debt (as defined in the other clauses of this definition other than this clause (f)) of 
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others guaranteed by such Person or in which such Person otherwise assures a creditor against 
loss of the Debt (howsoever such assurance shall be made) to the extent of the lesser of the 
amount of such Debt and the maximum stated amount of such guarantee or assurance against 
loss; (g) all obligations or undertakings of such Person to maintain or cause to be maintained the 
financial position or covenants of others or to purchase the Debt or property of others; 
(h) obligations to deliver commodities, goods or services in consideration of one or more 
advance payments; (i) obligations to pay for goods or services even if such goods or services are 
not actually received or utilized by such Person; and (j) any Debt (as defined in the other clauses 
of this definition) of a partnership for which such Person is liable either by agreement, by 
operation of law or by a Governmental Requirement but only to the extent of such liability. 

“Default” means any event or condition which constitutes an Event of Default or which 
upon notice, lapse of time or both would, unless cured or waived, become an Event of Default. 

“DE Shaw DIP Facility” means the Debtor-in-Possession Credit Agreement, dated as of 
February 11, 2011, among the Borrower, the lenders party thereto and D.E. Shaw Direct Capital 
Portfolios, L.L.C., as administrative agent. 

“DIP Orders” means, collectively, the Interim Order and the Final Order. 

“dollars” or “$” refers to lawful money of the United States of America. 

“Domestic Subsidiary” means any Subsidiary that is organized under the laws of the 
United States of America or any state thereof or the District of Columbia. 

“Equity Interests” means shares of capital stock, partnership interests, membership 
interests in a limited liability company, beneficial interests in a trust or other equity ownership 
interests in a Person, and any warrants, options or other rights entitling the holder thereof to 
purchase or acquire any such Equity Interest. 

“Escrow Agent” means U.S. Bank National Association. 

“Escrow Agreement” means the Escrow Agreement entered into in connection with the 
APA by and among the Borrower, Hercules and the Escrow Agent in the form of Exhibit B 
hereto, with such amendments or other modifications thereto that do not adversely impact the 
Lender’s Lien on any of the Subject Hercules Common Stock or any of the rights or remedies of 
the Lender under this Agreement.  

“Event of Default” has the meaning assigned to such term in Section 10.01. 

“Excepted Liens” means, with respect to any Collateral: (a) Liens for Taxes, assessments 
or other governmental charges or levies which are not delinquent or which are being contested in 
good faith by appropriate action as to which the stay pursuant to the Chapter 11 Cases is 
effective; (b) Liens in connection with workers’ compensation, unemployment insurance or other 
social security, old age pension or public liability obligations which are not delinquent or which 
are being contested in good faith by appropriate action; (c)(i) statutory landlord’s liens, 
operators’, vendors’, carriers’, warehousemen’s, repairmen’s, mechanics’, suppliers’, workers’, 
materialmen’s, construction or other like Liens arising by operation of law in the ordinary course 
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of business each of which is in respect of obligations that are not delinquent or which are being 
contested in good faith by appropriate action; (ii) Liens arising out of crew’s wages, repairs, 
supplies, towage, use of drydock or marine railway or necessaries, and other similar maritime 
liens (other than those described elsewhere in this definition of “Excepted Liens”), in any event, 
to the extent such Liens arise in the ordinary course of business and secure payment of 
obligations not more than 30 days past due or which are being contested in good faith and, if 
necessary, by appropriate proceedings diligently conducted; (d) Liens arising solely by virtue of 
any statutory or common law provision relating to banker’s liens, rights of set-off or similar 
rights and remedies and burdening only deposit accounts or other funds maintained with a 
creditor depository institution; provided that no such deposit account is a dedicated cash 
collateral account or is subject to restrictions against access by the depositor in excess of those 
set forth by regulations promulgated by the Board and no such deposit account is intended by 
Borrower or any of its Subsidiaries to provide collateral to the depository institution; and (e) 
easements, restrictions, servitudes, permits, conditions, covenants, exceptions or reservations in 
any property of the Borrower or any Subsidiary for the purpose of roads, pipelines, transmission 
lines, transportation lines, distribution lines for the removal of gas, oil, coal or other minerals or 
timber, and other like purposes, or for the joint or common use of real estate, rights of way, 
facilities and equipment, that do not secure any monetary obligations and which in the aggregate 
do not materially impair the use of such property for the purposes of which such property is held 
by the Borrower or any Subsidiary or materially impair the value of such property subject 
thereto; provided that Liens described in clauses (a) through (d) shall remain “Excepted Liens” 
only for so long as no action to enforce such Lien has been commenced and no intention to 
subordinate the first priority Lien granted in favor of the Lender is to be hereby implied or 
expressed by the permitted existence of such Excepted Liens. 

“Excess Amount” has the meaning assigned to such term in Section 3.04(b). 

“Excluded Taxes” means (a) taxes imposed on (or measured by) its net income or profits 
(however denominated) or franchise taxes imposed on it by the United States of America or such 
other jurisdiction (or any political subdivision thereof) under the laws of which such recipient is 
organized or in which its principal office is located or, in the case of the Lender, in which its 
applicable lending office is located, or (b) any branch profits taxes imposed by the United States 
of America or any similar tax imposed by any other jurisdiction described in the immediately 
preceding subclause (a). 

“Final Order” has the meaning assigned to such term in Section 10.01(j). 

“Foreign Subsidiary” means any subsidiary of the Borrower that is organized under the 
laws of a jurisdiction other than the laws of the United States of America or any state thereof or 
the District of Columbia. 

“GAAP” means generally accepted accounting principles in the United States of America 
as in effect from time to time. 

“Governmental Authority” means the government of the United States of America, any 
other nation or any political subdivision thereof, whether state or local, and any agency, 
authority, instrumentality, regulatory body, court, central bank or other entity exercising 
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executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

“Governmental Requirement” means any law, statute, code, ordinance, order, 
determination, rule, regulation, judgment, decree, injunction, franchise, permit, certificate, 
license, rules of common law, authorization or other directive or requirement, whether now or 
hereinafter in effect, of any Governmental Authority, including any such Governmental 
Requirement relating to offshore drilling. 

“Guaranteed Indebtedness” has the meaning assigned to such term in Section 11.01. 

“Guarantors” has the meaning assigned to such term in the initial paragraph hereof.  

“Hercules” has the meaning assigned to such term in Section 6.01(f). 

“Hercules Common Stock” has the meaning assigned to such term in Section 3.01(b). 

“Highest Lawful Rate” means the maximum nonusurious interest rate, if any, that at any 
time or from time to time may be contracted for, taken, reserved, charged or received on the 
Loans or on other Indebtedness under laws applicable to the Lender which are presently in effect 
or, to the extent allowed by law, under such applicable laws which may hereafter be in effect and 
which allow a higher maximum nonusurious interest rate than applicable laws allow as of the 
date hereof. 

“Indebtedness” means any and all amounts owing or to be owing by any Loan Party or 
any Subsidiary (whether direct or indirect (including those acquired by assumption), absolute or 
contingent, due or to become due, now existing or hereafter arising): (a) to the Lender under any 
Loan Document, and (b) all renewals, extensions and/or rearrangements of any of the above. 

“Indemnified Taxes” means Taxes other than Excluded Taxes. 

“Information” has the meaning assigned to such term in Section 12.10. 

“Interim Order” has the meaning assigned to such term in Section 6.01(c).  

“Lien” means any interest in property securing an obligation owed to, or a claim by, a 
Person other than the owner of the property, whether such interest is based on the common law, 
statute or contract, and whether such obligation or claim is fixed or contingent, and including but 
not limited to the lien or security interest arising from a mortgage, encumbrance, pledge, security 
agreement, conditional sale or trust receipt or a lease, consignment or bailment for security 
purposes. 

“Loan Documents” means this Agreement and any other agreement, instrument or 
document executed by a Loan Party in connection with this Agreement.  

“Loan Party” means the Borrower or any Guarantor. 

“Loans” has the meaning assigned to such term in Section 2.01(b).  
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“Material Adverse Change” means a material adverse change in, or material adverse 
effect on, (a) the ability of any Loan Party or any Subsidiary to perform any of its payment or 
other material obligations under any DIP Order or Loan Document, (b) the validity or 
enforceability of any Loan Document or (c) the rights and remedies of or benefits available to the 
Lender under any DIP Order or Loan Document.  For the avoidance of doubt, none of the filing 
and continuance of the Chapter 11 Cases, the consummation of the Seahawk Asset Sale, the 
winding down and concluding of business and activities of any Loan Party or any Subsidiary or 
any matter arising from or related to any disclosures publicly made by Hercules or any Loan 
Party on or prior to the Closing Date shall constitute a “Material Adverse Change”. 

“Maturity Date” has the meaning set forth in Section 3.01(a).  

“Maximum Amount” has the meaning assigned to such term in Section 2.01. 

“Maximum Liability” has the meaning assigned to such term in Section 11.07. 

“Monthly Wind Down Budget Report” has the meaning assigned to such term in Section 
8.01(a). 

“Non-Filing Subsidiary” means any subsidiary of the Borrower that (a) is organized 
under the laws of the United States of America or any state thereof or the District of Columbia, 
and (b) is not a debtor in any Chapter 11 Case. 

“Obligated Party” has the meaning assigned to such term in Section 11.02. 

“Other Taxes” means any and all present or future stamp or documentary taxes or any 
other excise or property taxes, charges or similar levies arising from any payment made 
hereunder or from the execution, delivery or enforcement of, or otherwise with respect to, this 
Agreement and any other Loan Document. 

“Person” means any natural person, corporation, limited liability company, trust, joint 
venture, association, company, partnership, Governmental Authority or other entity. 

“Petition Date” means February 11, 2011. 

“Pledged Collateral” has the meaning assigned to such term in Section 4.02. 

“Professional Person” shall mean (a) a Person who is an attorney, accountant, appraiser, 
auctioneer, investment banker, restructuring adviser or other professional person and who is 
retained, with Bankruptcy Court approval, by the Borrower or one of its Subsidiaries pursuant to 
Section 327 of the Bankruptcy Code, (b) a creditors’ committee pursuant to Section 1103(a) of 
the Bankruptcy Code or (c) a committee of equity security holders pursuant to Section 1103(a) of 
the Bankruptcy Code. 

“Released Hercules Stock” has the meaning assigned to such term in Section 4.02. 

“Remaining Pledged Collateral” means all Pledged Collateral (other than Hercules 
Common Stock) and all Released Hercules Stock.  
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“Reorganization Plan” means a confirmed plan of reorganization or liquidation in the 
Chapter 11 Cases, which, in part, provides for the full payment of the outstanding principal 
amount of the Loans (including all capitalized interest), all accrued and uncapitalized interest 
thereon and all unpaid or unreimbursed fees and expenses then owing to the Lender. 

“Responsible Officer” means, as to any Person, the president, chief financial officer, 
principal accounting officer, treasurer or controller of such Person.  Unless otherwise specified, 
all references to a Responsible Officer herein shall mean a Responsible Officer of the Borrower. 

“Seahawk Asset Sale” has the meaning assigned to such term in Section 6.01(f). 

“Subject Bank Account” means the Borrower’s deposit account number 30327498 
maintained at Encore Bank. 

“Subject Hercules Common Stock” has the meaning assigned to such term in Section 
3.01(b). 

“Subject Property” means the funds on deposit in the Subject Bank Account not in excess 
of $11,000,000, which funds are earmarked to be used by the Borrower only to pay (i)(A) certain 
professional fees and expenses of the official unsecured creditors’ committee and the official 
equity committee appointed  in the Chapter 11 Cases and (B) the professional fees, success fees 
and expenses of legal and financial advisors of the Borrower and the Guarantors, in each case, 
incurred through (but not after) the date on which Seahawk Asset Sale shall have occurred, (ii) 
final payroll and benefits obligations (including medical benefits) to rig/operational and 
corporate personnel for work they performed for the Borrower on or prior to the Seahawk Asset 
Sale, (iii) “change in control” payments and “key employee retention plan” payments and (iv) 
other amounts requested by the Borrower and approved by the Lender.  

“subsidiary” means, with respect to any Person (the “parent”) at any date, any other 
Person the accounts of which would be consolidated with those of the parent in the parent’s 
consolidated financial statements if such financial statements were prepared in accordance with 
GAAP as of such date, as well as any other Person (a) of which Equity Interests representing 
more than 50% of the equity or more than 50% of the ordinary voting power (irrespective of 
whether or not at the time Equity Interests of any other class or classes of such Person shall have 
or might have voting power by reason of the happening of any contingency) or, in the case of a 
partnership, any general partnership interests are, as of such date, owned, controlled or held, or 
(b) that is, as of such date, otherwise Controlled, by the parent or one or more subsidiaries of the 
parent or by the parent and one or more subsidiaries of the parent. 

“Subsidiary” means any subsidiary of the Borrower. 

“Taxes” means any and all present or future taxes, levies, imposts, duties, deductions, 
charges or withholdings imposed by any Governmental Authority. 

“Tranche A Loan” has the meaning assigned to such term in Section 2.01(a). 

“Tranche A Loan Amount” has the meaning assigned to such term in Section 2.01(a). 
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“Tranche B Loan” has the meaning assigned to such term in Section 2.01(b). 

“Variances” means, with respect to the Wind Down Budget, as of any date, the Borrower 
and its Subsidiaries may have made disbursements that, in the aggregate and on a cumulative 
basis, are up to 20% in excess of the aggregate cumulative amount set forth in the then effective 
Wind Down Budget for disbursements to be made by the Borrower and its Subsidiaries through 
such date. 

“VWAP” has the meaning assigned to such term in Section 3.02. 

“Wind Down Budget” has the meaning assigned to such term in Section 2.04. 

Section 1.03 Terms Generally; Rules of Construction.  The definitions of terms herein 
shall apply equally to the singular and plural forms of the terms defined.  Whenever the context 
may require, any pronoun shall include the corresponding masculine, feminine and neuter forms.  
The words “include”, “includes” and “including” as used in this Agreement shall be deemed to 
be followed by the phrase “without limitation”.  The word “will” shall be construed to have the 
same meaning and effect as the word “shall”.  Unless the context requires otherwise (a) any 
definition of or reference to any agreement, instrument or other document herein shall be 
construed as referring to such agreement, instrument or other document as from time to time 
amended, supplemented or otherwise modified (subject to any restrictions on such amendments, 
supplements or modifications set forth in the Loan Documents), (b) any reference herein to any 
law shall be construed as referring to such law as amended, modified, codified or reenacted, in 
whole or in part, and in effect from time to time, (c) any reference herein to any Person shall be 
construed to include such Person’s successors and assigns (subject to the restrictions contained in 
the Loan Documents), (d) the words “herein”, “hereof’ and “hereunder”, and words of similar 
import, shall be construed to refer to this Agreement in its entirety and not to any particular 
provision hereof (e) with respect to the determination of any time period, the word “from” means 
“from and including” and the word “to” means “to and including” and (f) any reference herein to 
Articles, Sections, Annexes, Exhibits and Schedules shall be construed to refer to Articles and 
Sections of, and Annexes, Exhibits and Schedules to, this Agreement.  No provision of this 
Agreement or any other Loan Document shall be interpreted or construed against any Person 
solely because such Person or its legal representative drafted such provision. 

ARTICLE II 
THE LOANS 

Section 2.01 Generally. Subject to the terms and conditions set forth herein and in the 
DIP Orders, the Lender will lend up to $14,250,000 (the “Maximum Amount”) in the form of 
two term loans as follows:  

(a) a term loan (the “Tranche A Loan”) in an initial principal amount equal to 
(i) $5,750,000, or (ii) such lesser amount approved by the Bankruptcy Court in the Interim Order 
(such amount, the “Tranche A Loan Amount”) in a single draw upon satisfaction of the 
conditions precedent in Section 6.01; and  

(b) a term loan (the “Tranche B Loan” and together with the Tranche A Loan, 
collectively, the “Loans”) in an initial principal amount equal to the difference between the 
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Maximum Amount and the Tranche A Loan Amount in a single draw upon satisfaction of the 
conditions precedent in Section 6.02; 

provided, however, that the aggregate initial principal amounts of the Tranche A Loan and the 
Tranche B Loan shall not exceed the Maximum Amount. 

Section 2.02 Evidence of Indebtedness.  

(a) Loan Accounts of Lender.  The Lender shall maintain in accordance with 
its usual practice an account evidencing the Indebtedness of the Borrower to the Lender resulting 
from the Loans made by the Lender, including the amounts of principal and interest payable and 
paid to the Lender from time to time hereunder. 

(b) Loan Account.  The Lender shall maintain a record of the outstanding 
principal amount of the Loans, the interest accrued thereon and all other details relating to 
payment of the Loans, which record shall be prima facie evidence of the existence and amounts 
of the Indebtedness recorded therein; provided, that the failure of the Lender to maintain such a 
record or any error (other than manifest error) therein shall not in any manner affect the 
obligation of the Borrower to repay or prepay the Loans or the other Indebtedness in accordance 
with the terms of this Agreement. 

Section 2.03 Funding of Loans.  The Lender will make the Loans available to the 
Borrower by promptly crediting the amounts, in dollars in immediately available funds, to an 
account of the Borrower designated by the Borrower and acceptable to the Lender. 

Section 2.04 Use of Proceeds. Proceeds of the Loans may only be used for (i)(A) the 
orderly wind down of the Borrower’s bankruptcy estate, including all costs, fees, expenses 
(including, without limitation, legal fees and expenses) payable to the Lender and (B) the 
administration of claims and distributions to creditors and interest holders in accordance with a 
budget acceptable to the Lender (together with any and all updates, supplements and/or 
modifications to such budget that have been approved in advance by the Bankruptcy Court and 
the Lender, collectively, the “Wind Down Budget”) and (ii) the Carve-Out. The initial Wind 
Down Budget is attached hereto as Exhibit A. 

ARTICLE III 
PAYMENTS OF PRINCIPAL AND INTEREST; PREPAYMENTS; FEES 

Section 3.01 Repayment.   

(a) The Loans shall mature upon the earlier of (i) January 31, 2012 and (ii) the 
second Business Day after the effective date of the Reorganization Plan (the “Maturity Date”), 
and the Borrower hereby unconditionally promises to pay to the Lender the then unpaid the 
outstanding principal amount of the Loans (including all capitalized interest), all accrued and 
uncapitalized interest thereon and all unpaid or unreimbursed fees and expenses of the Lender 
(such aggregate amount, the “Balance Due”) on the Maturity Date as herein provided. 

(b) At such time as the Loans shall become due and payable, whether on the 
Maturity Date or, if earlier, upon acceleration of the maturity of the Loans pursuant to Section 

Case 11-20089   Document 634-1   Filed in TXSB on 04/22/11   Page 12 of 46



DLI-6344082v13 13 
 

10.02, the Balance Due shall be payable by the transfer to the Lender, free and clear of all Liens, 
of a number of shares of common stock, par value $0.01 per share, of Hercules (“Hercules 
Common Stock”) then owned by the Loan Parties and maintained pursuant to the Escrow 
Agreement as in effect on the date hereof (the “Subject Hercules Common Stock”) having an 
aggregate value, when determined in accordance with the provisions of Section 3.02, equal to the 
Balance Due.   

(c) If the Borrower is unable to pay or satisfy in full the Balance Due pursuant 
to Section 3.01(b) because either (i) the Subject Hercules Common Stock does not constitute 
Released Hercules Stock or, (ii) after applying all Released Hercules Stock in accordance with 
Section 3.01(b) and Section 3.02, a Balance Due remains, such Balance Due shall be payable in 
full in dollars when due. 

Section 3.02 Calculation of Hercules Common Stock Value. For purposes of 
Section 3.01 and to the extent Subject Hercules Common Stock is sold, assigned, transferred, 
otherwise disposed of, or accepted in full or partial satisfaction of Indebtedness, Guaranteed 
Indebtedness or any other obligations owing under any of the Loan Documents as permitted 
under Section 4.04, Section 10.02 or elsewhere herein (each a “Collateral Disposition”), each 
share of Hercules Common Stock shall be valued at a price equal to the Applicable Percentage of 
the volume-weighted adjusted price on the NASDAQ Global Select Market (“VWAP”) for the 
15 consecutive trading days immediately preceding the date such shares of Subject Hercules 
Common Stock are transferred to the Lender as payment under Section 3.01 or are transferred to 
the Lender in connection with a Collateral Disposition. The term “Applicable Percentage” means 
(a) 90%, if (i)the transfer of the Subject Hercules Common Stock to the Lender or in connection 
with a Collateral Disposition is (A) registered under applicable federal and state securities laws 
or (B) not required to be registered under applicable federal and state securities laws as a result 
of the exemption from registration set forth in 11 U.S.C. § 1145, (ii) such transfer occurs on or 
before the Maturity Date and (iii) no Event of Default has occurred and is continuing on the date 
of such transfer or would result from the making of such transfer; or (b) 80%, if (i) the transfer of 
the Subject Hercules Common Stock to the Lender or in connection with a Collateral Disposition 
is (A) not registered under applicable federal and state securities laws and (B) not exempt under 
11 U.S.C. § 1145 from registration under applicable federal and state securities or (iii) an Event 
of Default has occurred and is continuing on the date of such transfer (irrespective of whether 
such transfer occurs on or before the Maturity Date) or would result from the making of such 
transfer. All shares of the Subject Hercules Common Stock shall upon transfer or delivery to the 
Lender be evidenced by duly executed share certificates and shall be accompanied by transfer 
powers duly executed in blank, which certificates and transfer powers shall be in form and 
substance satisfactory to the Lender. 

Section 3.03 Interest. 

(a) Loans.  Except as provided in Section 3.03(b), the Loans shall bear 
interest at 13% per annum. 

(b) Default Interest. Upon the occurrence and during the continuance of an 
Event of Default, the outstanding principal balance of the Loans shall bear interest at 15% per 
annum. 
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(c) Interest Payment Dates/ PIK Interest.  Accrued interest on the Loans shall 
be payable in arrears on the last day of each calendar month and on the Maturity Date and, if not 
paid in cash, then to the extent not so paid, shall be payable in kind by adding such accrued 
interest not paid in cash to the unpaid principal balance of the Loans. All such capitalized interest 
so added shall be treated as principal of the Loans. 

(d) Interest Rate Computations.  All interest hereunder shall be computed on 
the basis of a year of 365 or 366 days, as the case may be.   

Section 3.04 Prepayments. 

(a) Optional Prepayments.  Upon one Business Days’ prior written notice 
from the Borrower to the Lender, the Borrower may prepay in cash all or any portion of the 
Loans prior to the Maturity Date. 

(b) Mandatory Prepayments. Upon the receipt by any Loan Party of cash 
proceeds from any of the following events (net of reasonable fees and out-of-pocket expenses 
paid to third parties other than an Affiliate of a Loan Party in connection with such event 
determined reasonably and in good faith by a financial officer of the Borrower, but subject to the 
reasonable approval of the Lender): any asset sales, Casualty Events, condemnation proceedings, 
litigation or other legal recovery or settlement, which cash proceeds exceed $250,000 
individually or in the aggregate for all such asset sales, Casualty Events, condemnation 
proceedings, litigation and other legal recoveries and settlements that have occurred after the 
Closing Date (such excess amount, the “Excess Amount”), the Borrower shall make a mandatory 
prepayment of the Loans within three days after receiving such cash proceeds in an amount equal 
to 100% of the Excess Amount. 

(c) Prepayment Premium.  All prepayments of the Loans made at any time, 
whether voluntary or mandatory, shall be accompanied by a prepayment premium payable in 
cash in the amount of 5% of the principal amount of the Loans prepaid at such time. 

Section 3.05 Payments by the Borrower.  The Borrower shall make each cash payment 
required to be made by it hereunder (whether of principal, interest, or fees, or otherwise) prior to 
12:00 noon, Houston time, on the date when due, in immediately available funds, without 
defense, deduction, recoupment, set-off or counterclaim. All interest capitalized hereunder shall 
be deemed timely paid upon it being capitalized pursuant to Section 3.03(c). Any amounts 
received after such time on any date may, in the discretion of the Lender, be deemed to have 
been received on the next succeeding Business Day for purposes of calculating interest thereon.  
All such cash payments shall be made to a bank account designated by the Lender.  If any 
payment hereunder shall be due on a day that is not a Business Day, the date for payment shall 
be extended to the next succeeding Business Day, and, in the case of any payment accruing 
interest, interest thereon shall be payable for the period of such extension.  All cash payments 
hereunder shall be in dollars. 

Section 3.06 Application of Insufficient Payments.  If at any time funds are received by 
and available to the Lender for payment on the Indebtedness are insufficient to pay fully all 
amounts of principal, interest and fees then due hereunder, such funds shall be applied (i) first, 
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towards payment of interest and fees then due hereunder and (ii) second, towards payment of 
principal then due hereunder. 

ARTICLE IV 
COLLATERAL SECURITY AND ADMINISTRATIVE PRIORITY 

Section 4.01 Collateral; Security Interest.  

(a) Pursuant to and as provided in the DIP Orders, as security for the full and 
timely payment of all of the Indebtedness or Guaranteed Indebtedness, as applicable, each Loan 
Party collaterally assigns, pledges and transfers and grants to the Lender a security interest in and 
to and Lien on all of its right, title and interest in, to and under all the Collateral, whether now 
owned or hereafter acquired, now existing or hereafter created and wherever located. 

(b) Pursuant to and as provided in the DIP Orders, the provisions of Section 
4.01(a) and the DIP Orders are effective to create in favor of the Lender legal, valid, perfected 
and enforceable first priority Lien on and security interest in all right, title and interest in the 
Collateral, enforceable against each Loan Party that owns an interest in such Collateral and any 
other Person and without the necessity of the execution of mortgages, security agreements, 
pledge agreements, financing statements or other agreements. 

(c) Pursuant to and as provided in the DIP Orders, the Loans, all Indebtedness 
and all Guaranteed Indebtedness shall at all times: 

(i) Super-priority: pursuant to section 364(c)(1) of the Bankruptcy 
Code, constitute allowed superpriority administrative expense claims in the Chapter 11 Cases, 
having priority over all administrative expenses of the kind specified in sections 503(b) and 
507(b) of the Bankruptcy Code and any and all expenses and claims of the Borrower and the 
Guarantors, whether heretofore or hereafter incurred, including, but not limited to, the kind 
specified in sections 105, 326, 328, 506(c), 507(a) or 1114 of the Bankruptcy Code, subject only 
to the Carve-Out; 

(ii) Unencumbered property: pursuant to section 364(c)(2) of the 
Bankruptcy Code, be secured by valid, perfected, first-priority security interests in and liens on 
all of the Collateral that is not subject to non-avoidable, valid and perfected liens in existence as 
of the date on which the Interim Order is entered by the Bankruptcy Court, subject only to the 
Carve-Out; and 

(iii) Priming liens: pursuant to section 364(d)(1) of the Bankruptcy 
Code, be secured by valid priming perfected security interests in and liens on all property, senior 
in all respects to the security interests and Liens securing any Loan Party’s obligations (other 
than the Indebtedness and the Guaranteed Indebtedness), subject only to the Carve-Out. 

(d) All Liens on the Collateral in favor of the Lender shall be senior in priority 
to any security interests in or Liens on the Collateral, except as otherwise permitted above. There 
shall be no liens or encumbrances on Collateral that secure indebtedness of any of the Loan 
Parties or their respective subsidiaries. 
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(e) Pursuant to and as provided in the DIP Orders, (i) the Liens and security 
interests granted herein shall be deemed valid, enforceable and perfected by entry of the Interim 
Order and the Final Order, as applicable, and (ii) no financing statement, notice of Lien, 
mortgage, deed of trust or similar instrument in any jurisdiction or filing office need be filed or 
any other action taken in order to validate and perfect the Liens and security interests granted by 
or pursuant to this Agreement or the DIP Orders. 

Section 4.02 Pledged Collateral. Upon request of the Lender, each Loan Party will (a) 
deliver to the Lender, all certificates, promissory notes or Instruments representing or evidencing 
any Subject Hercules Common Stock, Equity Interests in Subsidiaries or loans made by any of 
the Loan Parties to non-Loan Parties (collectively, the “Pledged Collateral”), whether now 
arising or hereafter acquired, in suitable form for transfer by delivery or, as applicable, 
accompanied by such Loan Party’s endorsement, where necessary, or duly executed instruments 
of transfer or assignment in blank, all in form and substance satisfactory to the Lender or (b) 
register Pledged Collateral in the name of the Lender; provided, however, that no Loan Party will 
be required to deliver any certificates or Instruments representing or evidencing or register in the 
name of the Lender any Hercules Common Stock or Subject Hercules Common Stock until (i) 
the Reorganization Plan has been confirmed, (ii) such stock has been released from the Escrow 
Agreement and (iii) such Loan Party is otherwise so authorized by the Bankruptcy Court (any 
Hercules Common Stock satisfying each of the conditions in this proviso, the “Released 
Hercules Stock”). 

Section 4.03 [Intentionally Left Blank] 

Section 4.04 Remedies, Rights Upon Default. 

(a) If any Event of Default shall occur and be continuing, the Lender may 
exercise in addition to all other rights and remedies granted to it in this Agreement, any other 
Loan Document and the DIP Orders, all rights and remedies of a secured party under the UCC; 
provided, however, that the exercise by the Lender of any right or remedy to sell, transfer or 
otherwise dispose of or require registration of Hercules Common Stock shall only be exercised 
with respect to Released Hercules Stock.  Without limiting the generality of the foregoing, each 
Loan Party expressly agrees that in any such event the Lender, without demand of performance 
or other demand, advertisement or notice of any kind (except demand, advertisement, notice or 
any other condition or obligation required by the Interim Order or Final Order or the notice 
specified below of time and place of public or private sale) to or upon such Loan Party or any 
other Person (all and each of which demands, advertisements and/or notices are hereby expressly 
waived to the maximum extent permitted by the UCC and other applicable law), may forthwith 
collect, receive, appropriate and realize upon the Collateral, or any part thereof, and/or may 
forthwith sell, lease, assign, give an option or options to purchase, or sell or otherwise dispose of 
and deliver said Collateral (or contract to do so), or any part thereof, in one or more parcels at 
public or private sale or sales, at any exchange or broker’s board or at any of the Lender’s offices 
or elsewhere at such prices at it may deem best, for cash or on credit or for future delivery 
without assumption of any credit risk.  The Lender shall have the right upon any such public sale 
or sales to purchase the whole or any part of said Collateral so sold, free of any right or equity of 
redemption, which equity of redemption each Loan Party hereby releases.  Each Loan Party 
further agrees, at the Lender’s request, to assemble the Collateral and make it available to the 
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Lender at places which the Lender shall reasonably select, whether at such Loan Party’s 
premises or elsewhere.  The Lender shall apply the proceeds of any such collection, recovery, 
receipt, appropriation, realization or sale (net of all expenses incurred by the Lender in 
connection therewith, including, without limitation, attorney’s fees and expenses), to the 
Indebtedness in any order deemed appropriate by the Lender, the Loan Parties remaining liable 
for any deficiency remaining unpaid after such application, and only after so paying over such 
net proceeds and after the payment by the Lender of any other amount required by any provision 
of law, including, without limitation, the UCC, need the Lender account for the surplus, if any, to 
the Loan Parties.  To the maximum extent permitted by applicable law, each Loan Party waives 
all claims, damages, and demands against the Lender and the Lender arising out of the 
repossession, retention or sale of the Collateral except such as arise out of the gross negligence 
or willful misconduct of the Lender.  Each Loan Party agrees that the Lender need not give more 
than 10 days’ notice to such Loan Party (which notification shall be deemed given when mailed 
or delivered on an overnight basis, postage prepaid, addressed to such Loan Party at its address 
referred to in Section 12.01) of the time and place of any public sale of Collateral or of the time 
after which a private sale may take place and that such notice is reasonable notification of such 
matters.  The Lender and its agents shall have the right without breach of the peace to enter upon 
any real property owned or leased by any Loan Party to exercise any of its rights or remedies 
under this Agreement, subject to the rights of other Persons in lawful possession thereof.  The 
Lender shall not be obligated to make any sale of Collateral regardless of notice of sale having 
been given.  The Lender may adjourn any public or private sale from time to time by 
announcement at the time and place fixed therefor, and any such sale may, without further 
notice, be made at the time and place to which it was adjourned.  Each Loan Party shall remain 
liable for any deficiency if the proceeds of any sale or disposition of the Collateral are 
insufficient to pay its Indebtedness and all other amounts to which the Lender are entitled, such 
Loan Party also being liable for the fees and expenses of any attorneys employed by the Lender 
to collect such deficiency. 

(b) Each Loan Party hereby waives presentment, demand, protest or any 
notice (to the maximum extent permitted by applicable law) of any kind in connection with this 
Agreement or any Collateral. 

(c) Pledged Collateral. 

(i) During the continuance of an Event of Default, if the Lender shall 
give notice of its intent to exercise such rights to the Loan Parties, (i) the Lender shall have the 
right to receive any and all cash dividends, payments or other Proceeds paid in respect of the 
Released Hercules Stock and the Remaining Pledged Collateral and make application thereof to 
the Indebtedness, and (ii) the Lender or its nominee may exercise, to the extent exercisable by 
the applicable Loan Party, (A) all voting, consent, corporate and other rights pertaining to the 
Released Hercules Stock and the Remaining Pledged Collateral at any meeting of shareholders, 
partners or members, as the case may be, of the relevant issuer or issuers of Pledged Collateral or 
otherwise and (B) any and all rights of conversion, exchange and subscription and any other 
rights, privileges or options pertaining to the Released Hercules Stock and the Remaining 
Pledged Collateral as if it were the absolute owner thereof (including the right to exchange at its 
discretion any and all of the Pledged Collateral upon the merger, consolidation, reorganization, 
recapitalization or other fundamental change in the corporate structure of any issuer of Released 
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Hercules Stock and the Remaining Pledged Collateral, the right to deposit and deliver any and all 
of the Released Hercules Stock and the Remaining Pledged Collateral with any committee, 
depositary, transfer agent, registrar or other designated agency upon such terms and conditions as 
the Lender may determine), all without liability except to account for property actually received 
by it, but the Lender shall have no duty to any Loan Party to exercise any such right, privilege or 
option and shall not be responsible for any failure to do so or delay in so doing. 

(ii) In order to permit the Lender to exercise the voting and other 
consensual rights which it may be entitled to exercise pursuant hereto and to receive all 
dividends and other distributions which it may be entitled to receive hereunder, after the 
occurrence and during the continuance of an Event of Default, (A) each Loan Party, as 
applicable, shall promptly execute and deliver (or cause to be executed and delivered) to the 
Lender all such proxies, dividend payment orders and other instruments as the Lender may from 
time to time reasonably request and (B) without limiting the effect of clause (A) above, each 
Loan Party hereby grants to the Lender an irrevocable proxy to vote all or any part of the 
Released Hercules Stock and the Remaining Pledged Collateral and to exercise all other rights, 
powers, privileges and remedies to which a holder of the Pledged Collateral would be entitled 
(including giving or withholding written consents of shareholders, partners or members, as the 
case may be, calling special meetings of shareholders, partners or members, as the case may be, 
and voting at such meetings), which proxy shall be effective, automatically and without the 
necessity of any such action (including any transfer of any such Released Hercules Stock and the 
Remaining Pledged Collateral on the record books of the issuer thereof) by any other person 
(including the issuer of such Pledged Collateral or any officer or agent thereof) during the 
continuance of an Event of Default and which proxy shall only terminate upon the payment in 
full of the Indebtedness. 

(iii) Each Loan Party hereby expressly authorizes and instructs each 
issuer of any Pledged Collateral pledged hereunder by such Loan Party to (A) comply with any 
instruction received by it from the Lender in writing in respect to the Released Hercules Stock 
and the Remaining Pledged Collateral that (1) during the pendency of an Event of Default, states 
that an Event of Default has occurred and is continuing and (2) is otherwise in accordance with 
the terms of this Agreement, without any other or further instructions from such Loan Party, and 
such Loan Party agrees that such issuer shall be fully protected in so complying and (B) as 
expressly permitted herein, pay any dividends or other payments with respect to such Released 
Hercules Stock and Remaining Pledged Collateral directly to the Lender. 

Section 4.05 Appointment as Attorney-in-Fact. 

(a) Each Loan Party hereby irrevocably constitutes and appoints the Lender 
and any officer or agent thereof, with full power of substitution, as its and its Subsidiaries’ true 
and lawful attorney-in-fact with full irrevocable power and authority in the place and stead of 
such Loan Party and in the name of such Loan Party, or in its own name, from time to time in the 
Lender’s discretion, for the purpose of carrying out the terms of this Agreement, to take any and 
all appropriate action and to execute and deliver any and all documents and instruments which 
may be necessary and desirable to accomplish the purposes of this Agreement and the 
transactions contemplated hereby, and, without limiting the generality of the foregoing, hereby 
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give the Lender the power and right, on behalf of such Loan Party, without notice to or assent by 
such Loan Party to do the following: 

(i) to ask, demand, collect, receive and give acquittances and receipts 
for any and all moneys due and to become due under any Collateral (other than any Hercules 
Common Stock, unless it then constitutes Released Hercules Stock, or proceeds thereof) and, in 
the name of such Loan Party, its own name or otherwise, to take possession of and endorse and 
collect any checks, drafts, notes, acceptances or other Instruments for the payment of moneys 
due under any such Collateral and to file any claim or to take any other action or proceeding in 
any court of law or equity or otherwise deemed appropriate by the Lender for the purpose of 
collecting any and all such moneys due under any such Collateral whenever payable and to file 
any claim or to take any other action or proceeding in any court of law or equity or otherwise 
deemed appropriate by the Lender for the purpose of collecting any and all such moneys due 
under any such Collateral whenever payable; 

(ii) to pay or discharge taxes, Liens, security interests or other 
encumbrances levied or placed on or threatened against the Collateral, to effect any repairs or 
any insurance called for by the terms of this Agreement and to pay all or any part of the 
premiums therefor and the costs thereof; and 

(iii) (A) to direct any party liable for any payment under any of the 
Collateral (other than any Hercules Common Stock, unless it then constitutes Released Hercules 
Stock, or proceeds thereof) to make payment of any and all moneys due, and to become due 
thereunder, directly to the Lender or as the Lender shall direct; (B) to receive payment of and 
receipt for any and all moneys, claims and other amounts due, and to become due at any time, in 
respect of or arising out of any such Collateral; (C) to sign and indorse any invoices, freight or 
express bills, bills of lading, storage or warehouse receipts, drafts against debtors, assignments, 
verifications and notices in connection with accounts and other documents constituting or 
relating to such Collateral; (D) to commence and prosecute any suits, actions or proceedings at 
law or equity in any court of competent jurisdiction to collect such Collateral or any part thereof 
and to enforce any other right in respect of any such Collateral; (E) to defend any suit, action or 
proceeding brought against such Loan Party with respect to any such Collateral of such Loan 
Party; (F) to settle, compromise or adjust any suit, action or proceeding described above and, in 
connection therewith, to give such discharges or releases as the Lender may deem appropriate; 
(G) to license or, to the extent permitted by an applicable license, sublicense, whether general, 
special or otherwise, and whether on an exclusive or non exclusive basis, any trademarks, 
throughout the world for such term or terms, on such conditions, and in such manner, as the 
Lender shall in their sole discretion determine; and (H) generally to sell, transfer, pledge, make 
any agreement with respect to or otherwise deal with any of such Collateral as fully and 
completely as though the Lender were the absolute owner thereof for all purposes, and to do, at 
the Lender’s option and the Borrower’s expense, at any time, or from time to time, all acts and 
things which the Lender reasonably deem necessary to protect, preserve or realize upon such 
Collateral and the Lender’s Lien therein, in order to effect the intent of this Agreement, all as 
fully and effectively as such Loan Party might do. 

(b) The Lender agrees that it will forbear from exercising the power of 
attorney or any rights granted to the Lender pursuant to this Section, except upon the occurrence 
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or during the continuation of an Event of Default.  Each Loan Party hereby ratifies, to the extent 
permitted by law, all that said attorneys shall lawfully do or cause to be done by virtue hereof.  
Exercise by the Lender of the powers granted hereunder is not a violation of the automatic stay 
provided by Section 362 of the Bankruptcy Code and each Loan Party waives applicability 
thereof.  The power of attorney granted pursuant to this Section is a power coupled with an 
interest and shall be irrevocable until the Indebtedness is indefeasibly paid in full. 

(c) The powers conferred on the Lender hereunder are solely to protect the 
Lender’s and the Lender’ interests in the Collateral and shall not impose any duty upon them to 
exercise any such powers.  The Lender shall be accountable only for amounts that it actually 
receives as a result of the exercise of such powers and neither it nor any of its officers, directors, 
employees or agents shall be responsible to any of the Loan Parties for any act or failure to act, 
except for their own gross negligence or willful misconduct. 

(d) Each Loan Party also authorizes the Lender, at any time and from time to 
time upon the occurrence and during the continuation of any Event of Default or as otherwise 
expressly permitted by this Agreement, (i) to communicate in its own name or the name of its 
Subsidiaries with any party to any contract with regard to the assignment of the right, title and 
interest of the Loan Parties in and under the contracts hereunder and other matters relating 
thereto and (ii) to execute any endorsements, assignments or other instruments of conveyance or 
transfer with respect to the Collateral (other than any Hercules Common Stock, unless it then 
constitutes Released Hercules Stock, or proceeds thereof). 

ARTICLE V 
TAXES 

Section 5.01 Taxes. 

(a) Payments Free of Taxes.  Any and all payments by or on account of any 
obligation of any Loan Party under any Loan Document shall be made free and clear of and 
without deduction for any Indemnified Taxes or Other Taxes; provided that if any Loan Party 
shall be required to deduct any Indemnified Taxes or Other Taxes from such payments, then 
(i) the sum payable shall be increased as necessary so that after making all required deductions 
(including deductions applicable to additional sums payable under this Section 5.02(a)), the 
Lender receives an amount equal to the sum it would have received had no such deductions been 
made, (ii) such Loan Party shall make such deductions and (iii) such Loan Party shall pay the full 
amount deducted to the relevant Governmental Authority in accordance with applicable law. 

(b) Payment of Other Taxes by each Loan Party.  Each Loan Party shall pay 
its Other Taxes to the relevant Governmental Authority in accordance with applicable law. 

(c) Indemnification by the Loan Parties.  Each Loan Party shall indemnify the 
Lender, within 10 days after written demand therefor, for the full amount of any Indemnified 
Taxes or Other Taxes paid by the Lender on or with respect to any payment by or on account of 
any obligation of such Loan Party hereunder (including Indemnified Taxes or Other Taxes 
imposed or asserted on or attributable to amounts payable under this Section) and any penalties, 
interest and reasonable expenses arising therefrom or with respect thereto, whether or not such 
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Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by the relevant 
Governmental Authority.  A certificate of the Lender as to the amount of such payment or 
liability under this Section shall be delivered to the Loan Parties and shall be conclusive absent 
manifest error. 

(d) Evidence of Payments.  As soon as practicable after any payment of 
Indemnified Taxes or Other Taxes by any Loan Party to a Governmental Authority, the 
Borrower shall deliver to the Lender the original or a certified copy of a receipt issued by such 
Governmental Authority evidencing such payment, a copy of the return reporting such payment 
or other evidence of such payment reasonably satisfactory to the Lender. 

(e) Exceptions.  Notwithstanding anything herein to the contrary, the Lender 
shall not be indemnified for any Indemnified Taxes or Other Taxes pursuant to Section 5.02(c) 
unless the Lender shall make written demand on the Loan Parties for such reimbursement no 
later than six (6) months after the earlier of (A) the date on which the relevant taxing authority 
makes written demand upon such Person for such Indemnified Taxes or Other Taxes, or (B) the 
date on which such Person has made payment of such Indemnified Taxes or Other Taxes; 
provided that if the Indemnified Taxes or Other Taxes imposed or giving rise to such claims are 
retroactive, then the six-month period referred to in Section 5.01(c) shall be extended to include 
the period of retroactive effect thereof. 

Section 5.02 Mitigation Indebtedness.  If the Loan Parties are required to pay any 
additional amount to the Lender or any Governmental Authority for the account of the Lender 
pursuant to Section 5.01, then the Lender shall use reasonable efforts to designate a different 
lending office for funding or booking its Loans hereunder or to assign its rights and obligations 
hereunder to another of its offices, branches or affiliates, if, in the judgment of the Lender, such 
designation or assignment (i) would eliminate or reduce amounts payable pursuant to 
Section 5.01 in the future and (ii) would not subject the Lender to any unreimbursed cost or 
expense and would not otherwise be disadvantageous to the Lender.  The Borrower hereby 
agrees to pay all reasonable costs and expenses incurred by the Lender in connection with any 
such designation or assignment. 

ARTICLE VI 
CONDITIONS PRECEDENT 

Section 6.01 Conditions Precedent to Effectiveness of Agreement and Tranche A Loan.  
This Agreement and the obligation of the Lender to make the Tranche A Loan hereunder shall 
not become effective until the date on which each of the following conditions is satisfied: 

(a) The Lender shall have received from each party hereto counterparts of this 
Agreement signed on behalf of such party. 

(b) The Lender shall have received a copy of the Wind Down Budget. 

(c) The Bankruptcy Court shall have entered an interim order, approving on 
an interim basis, among other things, the transactions outlined herein and granting the priority 
liens and administrative expense claims referred to above, which order shall be in form and 
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substance acceptable to the Lender (the “Interim Order”) and shall not have been stayed, 
reversed, vacated or otherwise modified or amended. 

(d) There shall have occurred no event or circumstance that has resulted in a 
Material Adverse Change. 

(e) All principal, interest, fees and other amounts owing under the DE Shaw 
DIP Facility shall have been repaid in full and all liens and security interests related thereto shall 
have been terminated or released, in each case, on terms satisfactory to the Lender. 

(f) The closing of the sale of all or substantially all of the assets of the 
Borrower and its subsidiaries as contemplated pursuant to the asset purchase agreement dated 
February 11, 2011 (the “APA”) by and among the Borrower, Seahawk Global Holdings LLC, 
Seahawk Mexico Holdings LLC, Seahawk Drilling Management LLC, Seahawk Offshore 
Management LLC, Energy Supply International LLC, and Seahawk Drilling LLC, as sellers, and 
SD Drilling LLC and Hercules Offshore, Inc. (“Hercules”), as purchasers (such sale, the 
“Seahawk Asset Sale”) shall have occurred in accordance with the terms of the APA. 

(g) All of the representations and warranties set forth herein or in the Interim 
Order shall be true and correct in all material respects. 

(h) The absence of an Event of Default or any event or condition that with 
notice or the passage of time would become an Event of Default.  

(i) Other than the Chapter 11 Cases, there shall exist no action, suit, 
investigation, litigation or proceeding pending in any court or before any arbitrator or 
governmental instrumentality that (i) could reasonably be expected to result in a Material 
Adverse Change or, if adversely determined, could reasonably be expected to result in a Material 
Adverse Change or (ii) restrains or prevents, or imposes or could reasonably be expected to 
impose materially adverse conditions upon the Collateral, this Agreement, any of the other Loan 
Documents or the transactions contemplated hereby or thereby or threatens to do any of the 
foregoing. 

(j) The Lender shall have received such other documents as the Lender may 
reasonably request. 

Section 6.02 Conditions Precedent to the Tranche B Loan.  The obligation of the 
Lender to make the Tranche B Loan hereunder shall not become effective until the date on which 
each of the following conditions is satisfied: 

(a) All of the conditions set forth in Section 6.01 shall have been satisfied. 

(b) The Bankruptcy Court shall have entered the Final Order, which shall not 
have been stayed, reversed, vacated or otherwise modified or amended. 

(c) All of the representations and warranties set forth in the Loan Documents 
and in the DIP Orders shall be true and correct in all material respects. 
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(d) The absence of an Event of Default or any event or condition that with 
notice or the passage of time would become an Event of Default. 

ARTICLE VII 
REPRESENTATIONS AND WARRANTIES 

Each Loan Party represents and warrants to the Lender that: 

Section 7.01 Organization; Powers.  Each Loan Party is duly organized, validly existing 
and in good standing under the laws of the jurisdiction of its organization, has all requisite 
corporate or limited liability company (as the case may be) power and authority, and has all 
material governmental licenses, authorizations, consents and approvals necessary, to own its 
assets and to carry on its business as now conducted, and is qualified to do business in, and is in 
good standing in, every jurisdiction where such qualification is required, except where failure to 
have such power, authority, licenses, authorizations, consents, approvals and qualifications could 
not reasonably be expected to result in a Material Adverse Change. 

Section 7.02 Authority; Enforceability.  The execution, delivery and performance by 
each Loan Party of each of the Loan Documents to which it is a party are within its corporate or 
limited liability company (as the case may be) powers and have been duly authorized by all 
necessary corporate, limited liability company and, if required, stockholder, member or manager 
action (including, without limitation, any action required to be taken by any class of directors of 
the Borrower or any other Person, whether interested or disinterested, in order to ensure the due 
authorization of such transactions).  Each Loan Document to which the Borrower and each 
Guarantor is a party has been duly executed and delivered by the Borrower and such Guarantor 
and constitutes a legal, valid and binding obligation of the Borrower and such Guarantor, as 
applicable, enforceable in accordance with its terms, subject to applicable bankruptcy, 
insolvency, reorganization, moratorium or other laws affecting creditors’ rights generally and 
subject to general principles of equity, regardless of whether considered in a proceeding in equity 
or at law. 

Section 7.03 Approvals; No Conflicts.  The execution, delivery and performance by 
each Loan Party of each of the Loan Documents to which it is a party (a) do not require any 
consent or approval of, registration or filing with, or any other action by, any Governmental 
Authority to be obtained or made by any Loan Party pursuant to any statute, rule or regulation 
applicable to it or any other third Person (including shareholders or any class of directors, 
whether interested or disinterested, of the Borrower or any other Person), nor is any such 
consent, approval, registration, filing or other action necessary for the validity or enforceability 
of any Loan Document or the consummation of the transactions contemplated thereby, except 
such as have been obtained or made and are in full force and effect other than (i) approvals of the 
Bankruptcy Court, and (ii) those third party approvals or consents which, if not made or 
obtained, would not cause a Default hereunder, could not reasonably be expected to result in a 
Material Adverse Change or do not have an adverse effect on the enforceability of the Loan 
Documents, (b) will not violate any applicable law or regulation or the charter, by-laws or other 
organizational documents of any Loan Party or any order of any Governmental Authority which 
is binding upon any Loan Party or its Properties, (c) will not violate or result in a default under 
any indenture, agreement or other instrument binding upon any Loan Party or its properties, or 
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give rise to a right thereunder to require any payment to be made by the Borrower or such 
Subsidiary and (d) will not result in the creation or imposition of any Lien on any property of the 
any Loan Party (other than the Liens created by the Loan Documents and the DIP Orders). 

Section 7.04 Litigation. Other than as set forth in the schedules, statements and other 
filings of the Loan Parties made with the Bankruptcy Court (collectively, the “Bankruptcy Court 
Schedules”), there are no actions, suits, investigations or proceedings by or before any arbitrator 
or Governmental Authority pending against or, to the knowledge of the Borrower, threatened 
against or affecting the Borrower or any Subsidiary (i) as to which there is a reasonable 
possibility of an adverse determination that, if adversely determined, could reasonably be 
expected, individually or in the aggregate, to result in a Material Adverse Change, or (ii) that 
involve any Loan Document. 

Section 7.05 Compliance with the Laws and Agreements; No Defaults. 

(a) Each of the Borrower and each Subsidiary is in compliance with all 
Governmental Requirements applicable to it or its property and all agreements and other 
instruments binding upon it or its property, and possesses all licenses, permits, franchises, 
exemptions, approvals and other governmental authorizations necessary for the ownership of its 
property and the conduct of its business, except where the failure to do so, individually or in the 
aggregate, could not reasonably be expected to result in a Material Adverse Change.  

(b) No Default has occurred and is continuing. 

Section 7.06 Investment Company Act.  Neither the Borrower nor any Subsidiary is an 
“investment company” or a company “controlled” by an “investment company,” within the 
meaning of, or subject to regulation under, the Investment Company Act of 1940, as amended. 

Section 7.07 Taxes.  Each of the Borrower and its Subsidiaries has timely filed or 
caused to be filed all Tax returns and reports required to have been filed and has paid or caused 
to be paid all Taxes required to have been paid by it, except (a) Taxes that are being contested in 
good faith by appropriate proceedings and for which the Borrower or such Subsidiary, as 
applicable, has set aside on its books adequate reserves in accordance with GAAP or (b) to the 
extent that the failure to do so could not reasonably be expected to result in a Material Adverse 
Change.  The charges, accruals and reserves on the books of the Borrower and its Subsidiaries in 
respect of Taxes and other governmental charges are, in the reasonable opinion of the Borrower, 
adequate.  No tax lien has been filed against the Borrower or any Subsidiary in any public 
records, such as Uniform Commercial Code records and real property records.   

Section 7.08 Disclosure; No Material Misstatements.  The Borrower has provided to the 
Lender all information reasonably requested of it for timely delivery prior to the Closing Date. 
None of the reports, financial statements, certificates or other information (including the 
Schedules listing the property and debts of the Borrower and its Subsidiaries that have been filed 
with the Bankruptcy Court in the Chapter 11 Cases) furnished by or on behalf of the Borrower or 
any Subsidiary to the Lender in connection with the negotiation of this Agreement or any other 
Loan Document or delivered hereunder or under any other Loan Document (as modified or 
supplemented by other information so furnished) contains any material misstatement of fact or 
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omits to state any material fact necessary to make the statements therein, in the light of the 
circumstances under which they were made, not misleading; provided that, with respect to 
projected financial information, if any, the Borrower represents only that such information was 
prepared in good faith based upon assumptions believed to be reasonable at the time 

Section 7.09 Subsidiaries.  The cash and the fair market value of the other properties 
owned or held by the Foreign Subsidiaries and the Non-Filing Subsidiaries as of the Closing 
Date do not exceed, in the aggregate, $1,000,000. 

Section 7.10 Material Agreements; Bank Accounts. 

(a) All material leases, licenses and agreements necessary for the conduct of 
the orderly wind down of the bankruptcy estates of the Loan Parties are valid and subsisting, in 
full force and effect, and there exists no default or event or circumstance which with the giving 
of notice or the passage of time or both would give rise to a default under any such lease or 
leases, which could reasonably be expected to have a Material Adverse Change. 

(b) The Bankruptcy Court Schedules contain the account numbers and 
locations of all deposit accounts (other than the Subject Bank Account) and securities accounts 
of the Loan Parties. 

Section 7.11 Use of Loan Proceeds. The Borrower and its Subsidiaries are not engaged 
principally, or as one of its or their important activities, in the business of extending credit for the 
purpose, whether immediate, incidental or ultimate, of buying or carrying margin stock (within 
the meaning of Regulation T, U or X of the Board).  No part of the proceeds of the Loans will be 
used for any purpose which violates the provisions of Regulations T, U or X of the Board. 

ARTICLE VIII 
AFFIRMATIVE COVENANTS 

Until the principal of and interest on the Loans and all fees payable hereunder and all 
other amounts payable under the Loan Documents shall have been paid in full, each Loan Party 
covenants and agrees with the Lender that: 

Section 8.01 Wind Down Budget and Other Reports.  The Borrower will furnish to the 
Lender: 

(a) Wind Down Budget.  Within 10 days after the end of each calendar 
month, beginning with the report for the month of May, a report in form of Exhibit C (the 
“Monthly Wind Down Budget Report”) (i) to the Lender setting forth actual cash receipts and 
disbursements for the preceding calendar month on a monthly and cumulative basis, and (ii) at 
the option of the Borrower, an update to the Wind Down Budget in form and substance 
acceptable to the Lender setting forth, among other things, any changes in the Wind Down 
Budget reasonably anticipated by Borrower and its Subsidiaries (it being understood that no such 
changes shall become part of the Wind Down Budget unless approved by the Lender in writing).  
After each such delivery, the Borrower shall provide such additional information, if any, as the 
Lender shall reasonably request. Compliance with the Wind Down Budget and the Variances 
shall be tested on a monthly basis.  
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(b) Reports Filed with U.S. Trustee.  Within two Business Days after any 
request by the Lender therefor, a copy of each report filed by the Borrower or any Subsidiary 
with the office of the United States Trustee which is not publicly available. 

(c) Copies of Pleadings, etc.  Within two Business Days after any request by 
the Lender therefor, copies of all pleadings, motions, reports, applications and other papers filed 
by the Borrower or any Subsidiary with the Bankruptcy Court which are not publicly available, 
as well as copies of any such billing and expense statements received from any Professional 
Person. 

(d) Other Requested Information.  Promptly following any request therefor, 
such other information regarding the operations, business affairs and financial condition of the 
Borrower or any Subsidiary, or compliance with the terms of this Agreement or any other Loan 
Document, as the Lender may reasonably request. 

Section 8.02 Notices of Material Events.  The Borrower will furnish to the Lender 
written notice within three Business Days after its knowledge of any of the following: 

(a) the occurrence of any Event of Default; 

(b) any pleading filed with the Bankruptcy Court seeking relief from stay or 
conversion or dismissal of any Chapter 11 Case (together with a copy of such pleading); 

(c) any proposed sale of any of the Collateral (including with such notice 
copies of drafts of all instruments and agreements applicable to any such sale), which shall 
specify the identity of the proposed purchaser, the terms of the proposed sale and the expected 
date of closing, subject to Bankruptcy Court approval; and 

(d) any other development that results in, or could reasonably be expected to 
result in, a Material Adverse Change. 

Section 8.03 Existence; Conduct of Business.  Each Loan Party will, and will cause 
each of its Subsidiaries to, do or cause to be done all things necessary to preserve, renew and 
keep in full force and effect its legal existence and the rights, licenses, permits, privileges and 
franchises material to the conduct of its business and maintain, if necessary, its qualification to 
do business in each other jurisdiction in which the ownership of its properties requires such 
qualification, except where the failure to so qualify could not reasonably be expected to have a 
Material Adverse Change. 

Section 8.04 Books and Records; Inspection Rights.  Each Loan Party will, and will 
cause each of its Subsidiaries to, keep proper books of record and account according to 
reasonable practices used by companies that are winding down a bankruptcy estate in which full, 
true and correct entries are made of all dealings and transactions in relation to its business and 
activities. The Borrower will, and will cause each Subsidiary to, permit any representatives 
designated by the Lender, upon reasonable prior notice, to visit and inspect its properties, to 
examine and make extracts from its books and records, and to discuss its affairs, finances and 
condition with its officers and independent accountants, all at such reasonable times and as often 
as reasonably requested. 
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Section 8.05 Compliance with Laws.  Each Loan Party will, and will cause each of its 
Subsidiaries to, comply with all laws, rules, regulations and orders of any Governmental 
Authority applicable to it or its property, except where the failure to do so, individually or in the 
aggregate, could not reasonably be expected to result in a Material Adverse Change. 

Section 8.06 Further Assurances. 

(a) Each Loan Party at its sole expense will, and will cause each of its 
Subsidiaries to, promptly execute and deliver to the Lender all such other documents, agreements 
and instruments reasonably requested by the Lender to comply with, cure any defects or 
accomplish the conditions precedent, covenants and agreements of the Borrower or any 
Subsidiary, as the case may be, in the Loan Documents or to further evidence and more fully 
describe the collateral intended as security for the Indebtedness, or to correct any omissions in 
this Agreement or the other Loan Documents, or to state more fully the obligations secured 
therein, or to perfect, protect or preserve any Liens under applicable state law that have been 
created pursuant to this Agreement and/or the DIP Orders (including requiring control 
agreements with respect to deposit accounts and/or securities accounts of the Loan Parties) or 
any of the other Loan Documents or the priority thereof, or to make any recordings, file any 
notices or obtain any consents, all as may be reasonably necessary or appropriate, in the sole 
discretion of the Lender, in connection therewith. 

(b) Each Loan Party hereby authorizes the Lender to file one or more 
financing or continuation statements, and amendments thereto, relative to all or any part of the 
Collateral including a collateral description of “all assets” or “all property” of each Loan Party.   

ARTICLE IX 
NEGATIVE COVENANTS 

Until the principal of and interest on the Loans and all fees payable hereunder and all 
other amounts payable under the Loan Documents shall have been paid in full, each Loan Party 
covenants and agrees with the Lender that: 

Section 9.01 Debt.  No Loan Party will, nor will it permit any of its Subsidiaries to, 
incur, create, assume or suffer to exist any Debt, except: 

(a) the Loans or other Indebtedness or any guaranty of or suretyship 
arrangement for the Loans or other Guaranteed Indebtedness; 

(b) Debt of the Borrower and its Subsidiaries existing on the date hereof that 
is disclosed in the Bankruptcy Court Schedules; and 

(c) endorsements of negotiable instruments for collection in the ordinary 
course of business. 

Section 9.02 Liens.  No Loan Party will, nor will it permit any of its Subsidiaries to, 
create, incur, assume or permit to exist any Lien on any of its properties (now owned or hereafter 
acquired), except: 
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(a) Liens securing the payment of any Indebtedness and/or Guaranteed 
Indebtedness; 

(b) Excepted Liens;  

(c) the Carve-Out; and 

(d) Liens of the Borrower and its Subsidiaries existing on the date hereof that 
are disclosed in the Bankruptcy Court Schedules. 

Section 9.03 Prohibited Payments.  No Loan Party will, nor will it permit any of its 
Subsidiaries to, declare or make, or agree to pay or make, directly or indirectly, any expenditure, 
payment, advance, loan or reimbursement that is not identified in the Wind Down Budget or 
otherwise permitted by the Lender. 

Section 9.04 Foreign Operations.  The Borrower will not, and will not permit any 
Subsidiary to, have any property outside the jurisdiction of the United States federal courts, 
except for the property of the Foreign Subsidiaries organized in Mexico. No Loan Party shall 
make any loans to, investments in or other transfers of assets to any of the Foreign Subsidiaries. 
The Foreign Subsidiaries may not maintain more than $850,000 (or the equivalent thereof in 
foreign currency) in accounts in Mexico. 

Section 9.05 Proceeds of Loans.   

(a) Neither the Borrower nor any Person acting on behalf of the Borrower has 
taken or will take any action which might cause any of the Loan Documents to violate 
Regulations T, U or X or any other regulation of the Board or to violate Section 7 of the 
Securities Exchange Act of 1934 or any rule or regulation thereunder, in each case as now in 
effect or as the same may hereinafter be in effect.   

(b) None of the proceeds of the Loans or the Collateral shall be used to pay 
any fees or expenses incurred in connection with the assertion of or joinder in any claim, 
counterclaim, action, contested matter, objection, defense or other proceeding, the purpose of 
which is to seek or the result of which would be to obtain any order, judgment, declaration, or 
similar relief (i) invalidating, setting aside, avoiding or subordinating, in whole or in part, the 
Loans or the Liens and security interests in any of the Collateral granted to the Lender hereunder 
or under the Loan Documents or the DIP Orders; (ii) declaring the DIP Orders and/or any of the 
Loan Documents to be invalid, not binding or unenforceable in any respect, (iii) preventing, 
enjoining, hindering or otherwise delaying the Lender’s enforcement of any of its rights and 
remedies under the DIP Orders and/or the Loan Documents or any realization upon any 
Collateral (unless such enforcement or realization is in direct violation of an explicit provision in 
any of the DIP Orders); (iv) declaring any Liens granted or purported to be granted hereunder or 
under the Loan Documents or the DIP Orders to have a priority other than the priority set forth 
herein or therein; or (v) objecting to the amount or method of calculation by the Lender of any of 
the principal and/or interest owed or owing on the Loans. 

Section 9.06 Mergers, Etc.  No Loan Party will, nor will it permit any of its 
Subsidiaries to, merge into or with or consolidate with any other Person, or permit any other 
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Person to merge into or consolidate with it; provided, however, that the following shall be 
permitted: (a) the merger of any Subsidiary with or into the Borrower so long as the Borrower is 
the surviving Person, (b) the merger of any Guarantor with or into any other Guarantor and (c) 
any Subsidiary that is not a Loan Party with and into any other Subsidiary that is not a Loan 
Party. No Loan Party will dissolve or cease to exist, except as permitted in the foregoing 
sentence. 

Section 9.07 Subsidiaries.  Neither the Borrower and nor any of its Subsidiaries shall 
form or acquire any Domestic Subsidiary or Foreign Subsidiary.   

Section 9.08 Wind Down Budget.  No Loan Party will, nor will it permit any of its 
Subsidiaries to, make or commit or agree to make any expenditure in any given calendar month 
that would exceed the Wind Down Budget as then in effect for such calendar month (but subject 
to the Variances).  Compliance with the Wind Down Budget and the Variances shall be tested on 
a monthly basis. 

Section 9.09 Deposit and Securities Accounts.  No Loan Party will, nor will it permit 
any of its Subsidiaries to, open any deposit account or securities account, unless the Borrower 
shall have delivered written notice thereof to the Lender three Business Days prior to the opening 
of any such deposit account or securities account. In no event shall the Subject Bank Account 
contain any proceeds of the Loans or other Collateral securing the Loans. 

Section 9.10 Subject Hercules Common Stock. Without the Lender’s prior written 
consent, no Loan Party will, nor will it permit any of its Subsidiaries to, sell, assign, transfer or 
otherwise dispose of Subject Hercules Common Stock to anyone other than the Lender. 

ARTICLE X 
EVENTS OF DEFAULT; REMEDIES 

Section 10.01 Events of Default.  One or more of the following events shall constitute an 
“Event of Default”: 

(a) the Borrower shall fail to pay any principal of the Loans when and as the 
same shall become due and payable, whether at the due date thereof or at a date fixed for 
prepayment thereof, by acceleration or otherwise; 

(b) the Borrower shall fail to pay any interest on the Loans or any fee or any 
other amount (other than an amount referred to in Section 10.01(a)) payable under any Loan 
Document, when and as the same shall become due and payable; 

(c) any representation or warranty made or deemed made by or on behalf of 
the Borrower or any Subsidiary in or in connection with any Loan Document or any amendment 
or modification of any Loan Document or waiver under such Loan Document, or in any report, 
certificate, financial statement or other document furnished pursuant to or in connection with any 
Loan Document or any amendment or modification thereof or waiver thereunder, shall prove to 
have been incorrect in any material respect when made or deemed made; 
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(d) the Borrower or any Subsidiary shall fail to observe or perform any 
covenant, condition or agreement contained in Article III, Article IV, Section 8.02, Section 8.04, 
Section 8.05, Section 8.06 or Article IX; 

(e) the Borrower or any Subsidiary shall fail to observe or perform any 
covenant, condition or agreement contained in (i) Section 8.01(a) and such failure shall continue 
unremedied for a period of three Business Days after the earlier to occur of (A) notice thereof 
from the Lender to the Borrower or (B) a Responsible Officer of the Borrower or such 
Subsidiary otherwise becoming aware of such default, or (ii) this Agreement (other than those 
specified in Section 10.01(a), Section 10.01(b), Section 10.01(c), Section 10.01(d) or Section 
10.01(e)(i)) or any other Loan Document, and such failure shall continue unremedied for a 
period of 30 days after the earlier to occur of (A) notice thereof from the Lender to the Borrower 
or (B) a Responsible Officer of the Borrower or such Subsidiary otherwise becoming aware of 
such default; 

(f) (i) the Borrower or any Subsidiary shall fail to comply with any of the 
provisions of any DIP Order or any Cash Collateral Order; (ii) a trustee shall be appointed in any 
Chapter 11 Case prior to the confirmation of a Reorganization Plan (provided, however, that an 
Event of Default shall not be deemed to have occurred upon the appointment by the Borrower’s 
board of directors or the Bankruptcy Court of any other Person appointed to manage the affairs 
of the Loan Parties); (iii)  any Chapter 11 Case shall be dismissed or converted to a case under 
Chapter 7; (iv) there shall be filed by any Loan Party any motion to sell all or a substantial part 
of the Collateral on terms that are not acceptable to the Lender in its sole discretion; (v) without 
the Lender’s prior written consent, the Borrower or any Subsidiary shall file any motion to alter, 
amend, vacate, supplement, modify, or reconsider, in any respect, any DIP Order or, without the 
Lender’s prior written consent, any DIP Order is amended, vacated, stayed, reversed or 
otherwise modified; (vi) the Bankruptcy Court shall enter an order granting to any Person (other 
than the Lender) relief from the automatic stay to foreclose upon a Lien (or to accept a deed in 
lieu of foreclosure or the like) with respect to any property of the Borrower that has an aggregate 
book value in excess of $50,000 or to terminate or otherwise exercise remedies under any 
material agreement, document or instrument which is entered into after the Petition Date, 
whether or not it relates to any Debt; (vii) the Borrower or any Subsidiary shall file a motion or 
other request with the Bankruptcy Court seeking authority to use any cash proceeds of the 
Collateral or to obtain any financing under Section 364(c) or Section 364(d) of the Bankruptcy 
Code or otherwise secured by a Lien upon any Collateral (in each case (A) without the Lender 
prior written consent or (B) if such motion fails to contemplate payment in full of the 
Indebtedness); (viii) the payment by the Borrower or any Subsidiary of any pre-petition Debt, 
other than as approved by the Bankruptcy Court; or (ix) the Borrower or any Subsidiary shall 
submit any motion or other pleading in any Chapter 11 Case attacking the validity or 
enforceability of any DIP Order or any of the Loan Documents; 

(g) the Loan Documents after delivery thereof shall for any reason, except to 
the extent permitted by the terms thereof, cease to be in full force and effect and valid, binding 
and enforceable in accordance with their terms against the Borrower or a Guarantor party thereto 
or shall be repudiated by any of them, or cease to create a valid and perfected Lien of the priority 
required thereby on any of the collateral purported to be covered thereby, except to the extent 
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permitted by the terms of this Agreement, or the Borrower or any Subsidiary or any Guarantor 
shall so state in writing; 

(h) the allowance of any claim under Section 506(c) of the Bankruptcy Code 
against the Lender; 

(i) subject to the payments permitted by the Wind Down Budget, the payment 
by a Loan Party of, or application by any Loan Party for authority to pay, any claim without the 
consent of the Lender; or 

(j) the Bankruptcy Court shall not have entered a final order, in form and 
substance acceptable to the Lender, on or before May 10, 2011, approving, among other things, 
the transactions outlined herein and granting the priority liens and administrative expense claims 
referred to herein (the “Final Order”), which shall not have been stayed, reversed, vacated or 
otherwise modified or amended.  

Section 10.02 Remedies. 

(a) In the case of an Event of Default, at any time thereafter during the 
continuance of such Event of Default, the Lender may by notice to the Borrower, take either or 
both of the following actions, at the same or different times: (i) terminate any further 
commitment to lend to the Borrower and (ii) declare the outstanding principal amount of the 
Loans to be due and payable, and thereupon the principal of the Loans so declared to be due and 
payable, together with accrued interest thereon and all fees and other obligations of the Borrower 
and the Guarantors accrued hereunder and under the other Loan Documents, shall become due 
and payable immediately, without presentment, demand, protest, notice of intent to accelerate, 
notice of acceleration or other notice of any kind, all of which are hereby waived by the 
Borrower and each Guarantor.  

(b) In the case of the occurrence of an Event of Default, the Lender will have 
all other rights and remedies available at law and equity. 

ARTICLE XI 
GUARANTY 

Section 11.01 Guaranty.  Each Guarantor hereby agrees that it is jointly and severally 
liable for, and, as primary obligor and not merely as surety, absolutely and unconditionally 
guarantees to the Lender the prompt payment when due, whether at stated maturity, upon 
acceleration or otherwise, and at all times thereafter, of the Indebtedness and all costs and 
expenses including, without limitation, all court costs and attorneys' and paralegals' fees 
(including allocated costs of in-house counsel and paralegals) and expenses paid or incurred by 
the Lender in endeavoring to collect all or any part of the Indebtedness from, or in prosecuting 
any action against, the Borrower, any Guarantor or any other guarantor of all or any part of the 
Indebtedness (such costs and expenses, together with the Indebtedness, collectively the 
“Guaranteed Indebtedness”). Each Guarantor further agrees that the Guaranteed Indebtedness 
may be extended or renewed in whole or in part without notice to or further assent from it, and 
that it remains bound upon its guarantee notwithstanding any such extension or renewal. 
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Section 11.02 Guaranty of Payment.  This is a guaranty of payment and not of collection. 
Each Guarantor waives any right to require the Lender to sue the Borrower, any Guarantor, any 
other guarantor, or any other person obligated for all or any part of the Guaranteed Indebtedness 
(each, an “Obligated Party”), or otherwise to enforce its payment against any collateral securing all 
or any part of the Guaranteed Indebtedness. 

Section 11.03 No Discharge or Diminishment of Guaranty. 

(a) Except as otherwise provided for herein, the obligations of each Guarantor 
hereunder are unconditional and absolute and not subject to any reduction, limitation, 
impairment or termination for any reason (other than the indefeasible payment in full in cash of 
the Guaranteed Indebtedness), including:  (i) any claim of waiver, release, extension, renewal, 
settlement, surrender, alteration, or compromise of any of the Guaranteed Indebtedness, by 
operation of law or otherwise; (ii) any change in the corporate existence, structure or ownership 
of the Borrower or any other guarantor of or other person liable for any of the Guaranteed 
Indebtedness; (iii) any insolvency, bankruptcy, reorganization or other similar proceeding 
affecting any Obligated Party, or their assets or any resulting release or discharge of any 
obligation of any Obligated Party; or (iv) the existence of any claim, setoff or other rights which 
any Guarantor may have at any time against any Obligated Party, Lender, or any other person, 
whether in connection herewith or in any unrelated transactions.   

(b) The obligations of each Guarantor hereunder are not subject to any 
defense or setoff, counterclaim, recoupment, or termination whatsoever by reason of the 
invalidity, illegality, or unenforceability of any of the Guaranteed Indebtedness or otherwise, or 
any provision of applicable law or regulation purporting to prohibit payment by any Obligated 
Party, of the Guaranteed Indebtedness or any part thereof. 

(c) Further, the obligations of any Guarantor hereunder are not discharged or 
impaired or otherwise affected by: (i) the failure of the Lender to assert any claim or demand or 
to enforce any remedy with respect to all or any part of the Guaranteed Indebtedness; (ii) any 
waiver or modification of or supplement to any provision of any agreement relating to the 
Guaranteed Indebtedness; (iii) any release, non-perfection, or invalidity of any indirect or direct 
security for the obligations of the Borrower for all or any part of the Guaranteed Indebtedness or 
any obligations of any other guarantor of or other person liable for any of the Guaranteed 
Indebtedness; (iv) any action or failure to act by the Lender with respect to any collateral 
securing any part of the Guaranteed Indebtedness; or (v) any default, failure or delay, willful or 
otherwise, in the payment or performance of any of the Guaranteed Indebtedness, or any other 
circumstance, act, omission or delay that might in any manner or to any extent vary the risk of 
such Guarantor or that would otherwise operate as a discharge of any Guarantor as a matter of 
law or equity (other than the indefeasible payment in full in cash of the Guaranteed 
Indebtedness). 

Section 11.04 Defenses Waived.  To the fullest extent permitted by applicable law, each 
Guarantor hereby waives any defense based on or arising out of any defense of the Borrower or 
any Guarantor or the unenforceability of all or any part of the Guaranteed Indebtedness from any 
cause, or the cessation from any cause of the liability of the Borrower or any Guarantor, other 
than the indefeasible payment in full in cash of the Guaranteed Indebtedness. Without limiting 
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the generality of the foregoing, each Guarantor irrevocably waives acceptance hereof, presentment, 
demand, protest and, to the fullest extent permitted by law, any notice not provided for herein, as 
well as any requirement that at any time any action be taken by any person against any Obligated 
Party, or any other person.  The Lender may, at its election, foreclose on any Collateral held by it 
by one or more judicial or nonjudicial sales, accept an assignment of any such Collateral in lieu 
of foreclosure or otherwise act or fail to act with respect to any collateral securing all or a part of 
the Guaranteed Indebtedness, compromise or adjust any part of the Guaranteed Indebtedness, 
make any other accommodation with any Obligated Party or exercise any other right or remedy 
available to it against any Obligated Party, without affecting or impairing in any way the liability 
of such Guarantor under this Article XI except to the extent the Guaranteed Indebtedness have 
been fully and indefeasibly paid in cash.  To the fullest extent permitted by applicable law, each 
Guarantor waives any defense arising out of any such election even though that election may 
operate, pursuant to applicable law, to impair or extinguish any right of reimbursement or 
subrogation or other right or remedy of any Guarantor against any Obligated Party or any 
security. 

Section 11.05 Rights of Subrogation.  No Guarantor will assert any right, claim or cause 
of action, including, without limitation, a claim of subrogation, contribution or indemnification 
that it has against any Obligated Party, or any collateral, until the Loan Parties and the 
Guarantors have fully performed all their obligations to the Lender.  

Section 11.06 Taxes.  All payments of the Guaranteed Indebtedness will be made by 
each Guarantor free and clear of and without deduction for any Indemnified Taxes or Other 
Taxes; provided that if any Guarantor shall be required to deduct any Indemnified Taxes or 
Other Taxes from such payments, then (i) the sum payable shall be increased as necessary so that 
after making all required deductions (including deductions applicable to additional sums payable 
under this Section) the Lender receives an amount equal to the sum it would have received had 
no such deductions been made, (ii) such Guarantor shall make such deductions and (iii) such 
Guarantor shall pay the full amount deducted to the relevant Governmental Authority in 
accordance with applicable law. 

Section 11.07 Maximum Liability.  The provisions of this Article XI are severable, and 
in any action or proceeding involving any state corporate law, or any state, federal or foreign 
bankruptcy, insolvency, reorganization or other law affecting the rights of creditors generally, if 
the obligations of any Guarantor under this Article XI would otherwise be held or determined to 
be avoidable, invalid or unenforceable on account of the amount of such Guarantor's liability 
under this Article XI, then, notwithstanding any other provision of this Article XI to the contrary, 
the amount of such liability shall, without any further action by the Guarantors or the Lender, be 
automatically limited and reduced to the highest amount that is valid and enforceable as 
determined in such action or proceeding (such highest amount determined hereunder being the 
relevant Guarantor's “Maximum Liability”.  This Section with respect to the Maximum Liability 
of each Guarantor is intended solely to preserve the rights of the Lender to the maximum extent 
not subject to avoidance under applicable law, and no Guarantor nor any other person or entity 
shall have any right or claim under this Section with respect to such Maximum Liability, except 
to the extent necessary so that the obligations of any Guarantor hereunder shall not be rendered 
voidable under applicable law. Each Guarantor agrees that the Guaranteed Indebtedness may at 
any time and from time to time exceed the Maximum Liability of each Guarantor without impairing 
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this Article XI or affecting the rights and remedies of the Lender hereunder, provided that, nothing 
in this sentence shall be construed to increase any Guarantor's obligations hereunder beyond its 
Maximum Liability. 

ARTICLE XII 
MISCELLANEOUS 

Section 12.01 Notices. 

(a) All notices and other communications provided for herein shall be in 
writing and shall be delivered by hand or overnight courier service, mailed by certified or 
registered mail or sent by telecopy, as follows: 

(i) if to any Loan Party, to it at 5 Greenway Plaza, Suite 2700, 
Houston, Texas 77046, Attention of the Chief Financial Officer (Telecopy No. 713-369-7312); 

(ii) if to the Lender, to it at Hayman Capital Master Fund, L.P., 2101 
Cedar Springs Road, Suite 1400, Dallas, Texas 75201, Attention: Jeff Cate; and 

(b) Notices and other communications to the Lender hereunder may be 
delivered or furnished by electronic communications pursuant to procedures approved by the 
Lender. 

(c) Any party hereto may change its address or telecopy number for notices 
and other communications hereunder by notice to the other parties hereto.  All notices and other 
communications given to any party hereto in accordance with the provisions of this Agreement 
shall be deemed to have been given on the date of receipt. 

Section 12.02 Waivers; Amendments. No failure on the part of the Lender to exercise 
and no delay in exercising, and no course of dealing with respect to, any right, power or 
privilege, or any abandonment or discontinuance of steps to enforce such right, power or 
privilege, under any of the Loan Documents shall operate as a waiver thereof, nor shall any 
single or partial exercise of any right, power or privilege under any of the Loan Documents 
preclude any other or further exercise thereof or the exercise of any other right, power or 
privilege.  The rights and remedies of the Lender hereunder and under the other Loan Documents 
are cumulative and are not exclusive of any rights or remedies that they would otherwise have. 
Neither this Agreement nor any provision hereof may be waived, amended or modified except 
pursuant to an agreement in writing entered into by the Borrower and the Lender. 

Section 12.03 Expenses, Indemnity; Damage Waiver. 

(a) The Borrower shall pay (i) all reasonable out-of-pocket expenses incurred 
by the Lender and its Affiliates, including, without limitation, the reasonable fees, charges and 
disbursements of counsel and other outside consultants for the Lender, the reasonable travel, 
photocopy, mailing, courier, telephone and other similar expenses, and the cost of audits and 
surveys and appraisals, in connection with the preparation, negotiation, execution, delivery and 
administration (both before and after the execution hereof and including advice of counsel to the 
Lender as to the rights and duties of the Lender and the Lender with respect thereto) of this 
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Agreement and the other Loan Documents and any amendments, modifications or waivers of or 
consents related to the provisions hereof or thereof (whether or not the transactions contemplated 
hereby or thereby shall be consummated), (ii) all costs, reasonable out-of-pocket expenses, 
Taxes, assessments and other charges incurred by the Lender in connection with any filing, 
registration, recording or perfection of any security interest contemplated by this Agreement or 
any other Loan Document or any other document referred to therein, (iii) all out-of-pocket 
expenses incurred by the Lender, including the fees, charges and disbursements of any counsel 
for the Lender, in connection with the enforcement or protection of its rights in connection with 
this Agreement or any other Loan Document, including its rights under this Section, or in 
connection with the Loans made hereunder, including, without limitation, all such out-of-pocket 
expenses incurred during any workout, restructuring or negotiations in respect of the Loans. 

(b) Each Loan Party agrees to indemnify and hold harmless the Lender and 
each of its affiliates, partners, officers, directors, employees, agents, advisors, controlling 
persons, members and successors and assigns (each, an “Indemnitee”) from and against any and 
all losses, claims, damages, liabilities and expenses to which any such Indemnitee may become 
subject arising out of or in connection with this Agreement, the DIP Orders or any other Loan 
Document or any related transaction or any claim, litigation, investigation or proceeding relating 
to any of the foregoing, regardless of whether any such Indemnitee is a party thereto (and 
regardless of whether such matter is initiated by a third party or such Loan Party or any of its 
affiliates or shareholders), and to reimburse each such Indemnitee upon demand for any 
reasonable legal or other reasonable out-of-pocket expenses incurred in connection with 
investigating or defending any of the foregoing; provided that the foregoing indemnity will not, 
as to any Indemnitee, apply to losses, claims, damages, liabilities or related expenses to the 
extent they are found by a final, nonappealable judgment of a court of competent jurisdiction to 
arise from the willful misconduct or gross negligence of such Indemnitee.  Notwithstanding any 
other provision of this Agreement, none of the Borrower, its Subsidiaries or any Indemnitee shall 
be liable for any indirect, special, punitive or consequential damages in connection with its 
activities related to this Agreement, any other Loan Document or any agreement or instrument 
contemplated hereby or thereby, the Loans or the use of the proceeds thereof. 

(c) All amounts due under this Section shall be payable promptly after written 
demand therefor. 

Section 12.04 Successors and Assigns. 

(a) The provisions of this Agreement shall be binding upon and inure to the 
benefit of the parties hereto and their respective successors and assigns permitted hereby, except 
that the Borrower may not assign or otherwise transfer any of its rights or obligations hereunder 
without the prior written consent of the Lender (and any attempted assignment or transfer by the 
Borrower without such consent shall be null and void).   

(b) The Lender may at any time pledge or assign a security interest in all or 
any portion of its rights under this Agreement, and the Loan Documents to secure obligations of 
the Lender, including, without limitation, any pledge or assignment to secure obligations to any 
Person. 
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Section 12.05 Survival; Revival; Reinstatement. 

(a) All covenants, agreements, representations and warranties made by the 
Borrower herein and in the certificates or other instruments delivered in connection with or 
pursuant to this Agreement or any other Loan Document shall be considered to have been relied 
upon by the other parties hereto and shall survive the execution and delivery of this Agreement 
and the making of the Loans, regardless of any investigation made by any such other party or on 
its behalf and notwithstanding that the Lender may have had notice or knowledge of any Default 
or incorrect representation or warranty at the time any credit is extended hereunder, and shall 
continue in full force and effect as long as the principal of or any accrued interest on the Loans 
or any fee or any other amount payable under this Agreement is outstanding and unpaid. The 
provisions of Section 5.01 and Section 12.03 shall survive and remain in full force and effect 
regardless of the consummation of the transactions contemplated hereby, the repayment of the 
Loans or the termination of this Agreement, any other Loan Document or any provision hereof or 
thereof. 

(b) To the extent that any payments on the Indebtedness or proceeds of any 
collateral are subsequently invalidated, declared to be fraudulent or preferential, set aside or 
required to be repaid to a trustee, debtor in possession, receiver or other Person under any 
bankruptcy law, common law or equitable cause, then to such extent, the Indebtedness so 
satisfied shall be revived and continue as if such payment or proceeds had not been received and 
the Lender’s and the Lender’ Liens, security interests, rights, powers and remedies under this 
Agreement and each Loan Document shall continue in full force and effect.  In such event, each 
Loan Document shall be automatically reinstated and the Borrower shall take such action as may 
be reasonably requested by the Lender and the Lender to effect such reinstatement. 

Section 12.06 Counterparts; Integration; Effectiveness. 

(a) This Agreement may be executed in counterparts (and by different parties 
hereto on different counterparts), each of which shall constitute an original, but all of which 
when taken together shall constitute a single contract. 

(b) This Agreement, the DIP Orders and the other Loan Documents constitute 
the entire contract among the parties relating to the subject matter hereof and thereof and 
supersede any and all previous agreements and understandings, oral or written, relating to the 
subject matter hereof and thereof.  THIS AGREEMENT, THE DIP ORDERS AND THE 
OTHER LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT AMONG THE 
PARTIES HERETO AND THERETO AND MAY NOT BE CONTRADICTED BY 
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL 
AGREEMENTS OF THE PARTIES.  THERE ARE NO UNWRITTEN ORAL 
AGREEMENTS BETWEEN THE PARTIES. 

(c) Except as provided in Section 6.01, this Agreement shall become effective 
when it shall have been executed by the Lender and when the Lender shall have received 
counterparts hereof which, when taken together, bear the signatures of each of the other parties 
hereto, and thereafter shall be binding upon and inure to the benefit of the parties hereto and their 
respective successors and assigns.  Delivery of an executed counterpart of a signature page of 
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this Agreement by telecopy, facsimile or other similar electronic means shall be effective as 
delivery of a manually executed counterpart of this Agreement. 

Section 12.07 Severability; Conflicts.  Any provision of this Agreement or any other 
Loan Document held to be invalid, illegal or unenforceable in any jurisdiction shall, as to such 
jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without 
affecting the validity, legality and enforceability of the remaining provisions hereof or thereof; 
and the invalidity of a particular provision in a particular jurisdiction shall not invalidate such 
provision in any other jurisdiction.  It is agreed that the provisions of this Agreement and of other 
Loan Documents shall be subject in all respects to the terms and provisions of the DIP Orders, 
and in the event that any provision in this Agreement or any other Loan Document is in direct 
conflict with, or inconsistent with, any provisions of any DIP Order, the provisions of such DIP 
Order shall govern and control. 

Section 12.08 Governing Law; Jurisdiction; Jury Trial Waiver. 

(a) THIS AGREEMENT AND THE NOTES SHALL BE GOVERNED 
BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF 
NEW YORK AND TO THE EXTENT APPLICABLE THE BANKRUPTCY CODE. 

(b) All judicial proceedings brought against any Loan Party arising out of or 
relating to this Agreement or any other Loan Document, or any Indebtedness hereunder and 
thereunder, may be brought in the Bankruptcy Court and, if the Bankruptcy Court does not have 
(or abstains from) jurisdiction, the courts of the State of New York, the courts of the United 
States of America for the Southern District of New York, and appellate courts from any thereof. 
Each Loan Party hereby irrevocably and unconditionally: (a) submits for itself and its property in 
any such legal action or proceeding relating to this Agreement and the other Loan Documents to 
which it is a party, or for recognition and enforcement of any judgment in respect thereof, to the 
non exclusive general jurisdiction of such the courts of the State of New York, the courts of the 
United States of America for the Southern District of New York, and appellate courts from any 
thereof; (b) consents that any such action or proceeding may be brought in such courts and 
waives any objection that it may now or hereafter have to the venue of any such action or 
proceeding in any such court or that such action or proceeding was brought in an inconvenient 
court and agrees not to plead or claim the same; (c) agrees that service of process in any such 
action or proceeding may be effected by mailing a copy thereof by registered or certified mail (or 
any substantially similar form of mail), postage prepaid, to the applicable Loan Party at its 
address set forth in Section 12.01 or at such other address of which the Lender shall have been 
notified pursuant thereto; and (d) waives, to the maximum extent not prohibited by law, any right 
it may have to claim or recover in any legal action or proceeding referred to in this Section any 
special, exemplary, punitive or consequential damages. 

(c) EACH LOAN PARTY AND THE LENDER HEREBY 
IRREVOCABLY AND UNCONDITIONALLY WAIVE TRIAL BY JURY IN ANY 
LEGAL ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY 
OTHER LOAN DOCUMENT AND FOR ANY COUNTERCLAIM THEREIN. 
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Section 12.09 Headings.  Article and Section headings and the Table of Contents used 
herein are for convenience of reference only, are not part of this Agreement and shall not affect 
the construction of, or be taken into consideration in interpreting, this Agreement. 

Section 12.10 Confidentiality.  The Lender agrees to maintain the confidentiality of the 
Information (as defined below), except that Information may be disclosed (a) subject to 
agreement containing provisions substantially the same as those of this Section, to its and its 
Affiliates’ directors, officers, employees and agents, including accountants, legal counsel and 
other advisors, (b) to the extent requested by any regulatory authority, (c) to the extent required 
by applicable laws or regulations or by any subpoena or similar legal process, (d) to any other 
party to this Agreement or any other Loan Document, (e) in connection with the exercise of any 
remedies hereunder or under any other Loan Document or any suit, action or proceeding relating 
to this Agreement or any other Loan Document or the enforcement of rights hereunder or 
thereunder, (f) subject to agreement containing provisions substantially the same as those of this 
Section, to any assignee of or participant in, or any prospective assignee of or participant in, any 
of its rights or obligations under this Agreement, (g) subject to agreement containing provisions 
substantially the same as those of this Section, to any investor or prospective investor of the 
Lender or the Lender’s Affiliates, (h) subject to agreement containing provisions substantially 
the same as those of this Section, to any financing sources of the Lender or its Affiliates and to 
the agents or representatives of such financing sources and to any rating agency, collateral 
management servicer or other such service provider in connection with any financing that the 
Lender (or its Affiliates) may obtain, (i) with the consent of the Borrower, or (j) to the extent 
such Information (i) becomes publicly available other than as a result of a breach of this Section 
or (ii) becomes available to the Lender on a nonconfidential basis from a source other than the 
Borrower.  For the purposes of this Section, “Information” means all information received from 
or on behalf of the Borrower or any Subsidiary relating to the Borrower or any Subsidiary and 
their businesses, other than any such information that is available to the Lender on a 
nonconfidential basis prior to disclosure by the Borrower or a Subsidiary; provided that, in the 
case of information received from the Borrower or any Subsidiary after the date hereof, such 
information is clearly identified at the time of delivery as confidential.  Any Person required to 
maintain the confidentiality of Information as provided in this Section shall be considered to 
have complied with its obligation to do so if such Person has exercised the same degree of care 
to maintain the confidentiality of such Information as such Person would accord to its own 
confidential information.  Notwithstanding anything herein to the contrary, “Information” shall 
not include, and the Borrower, the Borrower’s Subsidiaries, the Lender, the Lender and the 
respective Affiliates of each of the foregoing (and the respective partners, directors, officers, 
employees, agents, advisors and other representatives of the aforementioned Persons), and any 
other party, may disclose to any and all Persons, without limitation of any kind (a) any 
information with respect to the U.S. federal and state income tax treatment of the transactions 
contemplated hereby and any facts that may be relevant to understanding the U.S. federal or state 
income tax treatment of such transactions (“tax structure”), which facts shall not include for this 
purpose the names of the parties or any other person named herein, or information that would 
permit identification of the parties or such other persons, or any pricing terms or other nonpublic 
business or financial information that is unrelated to such tax treatment or tax structure, and (b) 
all materials of any kind (including opinions or other tax analyses) that are provided to the 
Borrower, the Lender relating to such tax treatment or tax structure. 
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Section 12.11 Interest Rate Limitation.  It is the intention of the parties hereto that the 
Lender shall conform strictly to usury laws applicable to it.  Accordingly, if the transactions 
contemplated hereby would be usurious as to the Lender under laws applicable to it (including 
the laws of the United States of America and the State of Texas or any other jurisdiction whose 
laws may be mandatorily applicable to the Lender notwithstanding the other provisions of this 
Agreement), then, in that event, notwithstanding anything to the contrary in any of the Loan 
Documents or any agreement entered into in connection with or as security for the Loans, it is 
agreed as follows: (i) the aggregate of all consideration which constitutes interest under law 
applicable to the Lender that is contracted for, taken, reserved, charged or received by the Lender 
under any of the Loan Documents or agreements or otherwise in connection with the Loans shall 
under no circumstances exceed the maximum amount allowed by such applicable law, and any 
excess shall be canceled automatically and if theretofore paid shall be credited by the Lender on 
the principal amount of the Indebtedness (or, to the extent that the principal amount of the 
Indebtedness shall have been or would thereby be paid in full, refunded by the Lender to the 
Borrower); and (ii) in the event that the maturity of the Loans is accelerated by reason of an 
election of the holder thereof resulting from any Event of Default under this Agreement or 
otherwise, or in the event of any required or permitted prepayment, then such consideration that 
constitutes interest under law applicable to the Lender may never include more than the 
maximum amount allowed by such applicable law, and excess interest, if any, provided for in 
this Agreement or otherwise shall be canceled automatically by the Lender as of the date of such 
acceleration or prepayment and, if theretofore paid, shall be credited by the Lender on the 
principal amount of the Indebtedness (or, to the extent that the principal amount of the 
Indebtedness shall have been or would thereby be paid in full, refunded by the Lender to the 
Borrower).  All sums paid or agreed to be paid to the Lender for the use, forbearance or detention 
of sums due hereunder shall, to the extent permitted by law applicable to the Lender, be 
amortized, prorated, allocated and spread throughout the stated term of the Loans evidenced by 
the Loans until payment in full so that the rate or amount of interest on account of the Loans 
hereunder does not exceed the maximum amount allowed by such applicable law.  If at any time 
and from time to time (i) the amount of interest payable to the Lender on any date shall be 
computed at the Highest Lawful Rate applicable to the Lender pursuant to this Section and (ii) in 
respect of any subsequent interest computation period the amount of interest otherwise payable 
to the Lender would be less than the amount of interest payable to the Lender computed at the 
Highest Lawful Rate applicable to the Lender, then the amount of interest payable to the Lender 
in respect of such subsequent interest computation period shall continue to be computed at the 
Highest Lawful Rate applicable to the Lender until the total amount of interest payable to the 
Lender shall equal the total amount of interest which would have been payable to the Lender if 
the total amount of interest had been computed without giving effect to this Section.  To the 
extent that Chapter 303 of the Texas Finance Code is relevant for the purpose of determining the 
Highest Lawful Rate applicable to a Lender, the Lender elects to determine the applicable rate 
ceiling under such Chapter by the weekly ceiling from time to time in effect.  Chapter 346 of the 
Texas Finance Code does not apply to the Borrower’s obligations hereunder. 

Section 12.12 No Third Party Beneficiaries.  This Agreement, the other Loan 
Documents, and the agreement of the Lender to make Loans hereunder are solely for the benefit 
of the Borrower, and no other Person (including, without limitation, any Subsidiary of the 
Borrower, any obligor, contractor, subcontractor, supplier or materialsman) shall have any rights, 
claims, remedies or privileges hereunder or under any other Loan Document against the Lender 
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for any reason whatsoever.  There are no third party beneficiaries (other than the Indemnitees as 
set forth in Section 12.03). 

Section 12.13 USA Patriot Act Notice.  Each Lender hereby notifies the Borrower that 
pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law 
October 26, 2001)) (the “Act”), it is required to obtain, verify and record information that 
identifies the Borrower, which information includes the name and address of the Borrower and 
other information that will allow the Lender to identify the Borrower in accordance with the Act. 

[SIGNATURES BEGIN NEXT PAGE] 
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The parties hereto have caused this Agreement to be duly executed as of the day and year 
first above written. 

 

BORROWER: SEAHAWK DRILLING, INC. 

 By:    
Name:  James R. Easter 
Title:  Chief Financial Officer and Senior Vice President 

 

GUARANTORS: SEAHAWK DRILLING LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 

 SEAHAWK  GLOBAL HOLDINGS LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 

 SEAHAWK MEXICO HOLDINGS LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 

 SEAHAWK DRILLING MANAGEMENT LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 

 SEAHAWK OFFSHORE MANAGEMENT LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 
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 ENERGY SUPPLY INTERNATIONAL LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 

 SEAHAWK DRILLING USA LLC 

 By:    
Name:  James R. Easter 
Title:  Vice President 
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LENDER: HAYMAN CAPITAL MASTER FUND, L.P.  
 
By: Hayman Investments, LLC, its general partner 

 By:    
Name:    
Title:    
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Exhibit A 

Wind Down Budget 

(See attached) 
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Exhibit B 

Escrow Agreement 

(See attached) 
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Exhibit C 

Monthly Wind Down Budget Report 

(See attached) 
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Seahawk Drilling Inc.

Monthly Wind Down Budget - Exhibit A

 Total Budget Amount 

Employee and Subcontractor Costs 1,393,339$                  

Services 2,618,518                    

Professionals 4,260,000                    

Secured Tax Claims 300,000                        

Contingency 1,500,000                    

Expenses Paid at Closing 4,178,143                    

Total 14,250,000$                
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SEAHAWK DRILLING, INC., HERCULES OFFSHORE, INC. 
AND U.S. BANK NATIONAL ASSOCIATION 

ESCROW AGREEMENT 

This Escrow Agreement, dated as of April ___, 2011, (this “Agreement”) is by and 
among Seahawk Drilling, Inc., a Delaware corporation (“Seahawk”), Hercules Offshore, Inc. 
(“Hercules Parent”), and U.S. Bank National Association, a national banking association 
organized and existing under the laws of the United States (the “Escrow Agent”).  Hercules 
Parent and Seahawk may be referred to collectively as the “Escrow Parties” and each an “Escrow 
Party”. 

WHEREAS, the Escrow Parties are party to that certain Asset Purchase Agreement dated 
as of February 11, 2011 (the “Purchase Agreement”), by and among Seahawk, certain of its 
subsidiaries identified therein collectively as Sellers, SD Drilling LLC, a Delaware limited 
liability company and Hercules Parent, pursuant to which Hercules Parent has agreed to deliver 
to Seahawk a certain number of shares of the common stock of Hercules Parent as further 
specified in the Purchase Agreement; and 

WHEREAS, the parties desire to set forth their understandings with regard to the escrow 
services to be provided by this Agreement. 

NOW, THEREFORE, in consideration of the foregoing premises and the agreements of 
the parties contained in this Agreement, and for other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, the parties agree as follows: 

1. Establishment of Escrow. 

(a) Following the execution of this Agreement, Hercules Parent shall deliver 
certificates for a number of shares of common stock of Hercules Parent, par value $.01 per share 
(the “Escrowed Shares”), registered in the name of one or more of the Sellers (as such term is 
defined in the Purchase Agreement) to the Escrow Agent.  Hercules Parent may deliver to 
Escrow Agent additional shares (the “Additional Shares”) of Hercules Parent in connection with 
net working capital adjustments in the Purchase Agreement.  Such Additional Shares shall be 
included in the definition of Escrowed Shares.  The Escrow Agent shall hold the Escrowed 
Shares and any other securities, property or funds, including without limitation dividends, 
distributions, interest, income or earnings thereon (collectively, the “Escrowed Property”) in 
accordance with the terms of this Agreement and shall not sell or dispose of them except as 
provided by Section 5, nor shall the Escrow Agent use such shares to set-off any obligations of 
Hercules Parent or Seahawk owing to the Escrow Agent in any capacity. 

(b) Any stock or securities issued with respect to the Escrowed Property as a result of 
a stock split, stock dividend, reclassification, recapitalization, merger, business combination or 
other event shall without any further act be deemed to be part of the Escrowed Property and the 
relevant certificate(s) shall be delivered to the Escrow Agent upon receipt.  Any dividends, 
distributions, interest, income or earnings on any of the Escrowed Property payable in cash shall 
be paid to the Escrow Agent and shall be deemed to be part of the Escrowed Property.  The 
Escrow Parties shall execute and deliver such documents and instructions and shall do such other 
acts and things as are reasonably required to effectuate the purposes of this Section 1(b). 
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2. Appointment of Agent.  The Escrow Parties appoint the Escrow Agent as the escrow 
agent hereunder upon the terms set forth herein, to hold in escrow, and to administer the 
disposition of the Escrowed Property and otherwise perform the duties of the Escrow Agent in 
accordance with the express terms of this Agreement, and the Escrow Agent accepts such 
appointment. 

3. Customer Identification and TIN Certification.  Simultaneously with or prior to the 
execution of this Agreement, the Escrow Parties have provided the Escrow Agent with sufficient 
information regarding the Escrow Parties’ identities such that the Escrow Agent may verify and 
record information that identifies the entity opening an account, including information the 
Escrow Agent has deemed necessary to confirm the legal existence of the Escrow Party entities, 
a tax identification number for tax reporting purposes, and a completed IRS Form W-9 or IRS 
Form W-8, as applicable.  The Escrow Parties agree to provide to the Escrow Agent such 
organizational documents and documents establishing the authority of any individual acting in a 
representative capacity as the Escrow Agent may reasonably require in order to comply with its 
established practices, procedures and policies. 

4. Voting.  The Escrow Agent shall forward any written notice, solicitation, tender or 
exchange offer or other document, information or communication, received with respect to the 
Escrowed Property, including without limitation proxy materials to Seahawk. 

5. Release of the Escrowed Property. 

(a) Upon receipt of written instructions from an Appropriate Officer (as defined 
below) of Hercules Parent or Seahawk instructing the Escrow Agent to disburse the Escrowed 
Property with a copy of an order, ruling, decision, verdict, decree, charge, award, judgment, 
injunction, directive or other similar determination or finding by, before, or under the supervision 
of the United States Bankruptcy Court for the Southern District of Texas, Corpus Christi 
Division (the “Bankruptcy Court”) attached thereto, the Escrow Agent shall disburse the 
Escrowed Property in accordance with such order. 

(b) Notwithstanding anything to the contrary in this Agreement, if the Escrow Agent 
receives written instructions signed by an Appropriate Officer of both Escrow Parties, or their 
respective successors or assigns, substantially in the form of Exhibit A, as to the disbursement of 
the Escrowed Property (“Joint Written Instructions”), the Escrow Agent shall disburse the 
Escrowed Property pursuant to such Joint Written Instructions.  The Escrow Agent shall have no 
obligation to follow any directions set forth in any Joint Written Instructions unless and until the 
Escrow Agent is satisfied, in its reasonable discretion, that the persons executing said Joint 
Written Instructions are authorized to do so. 

(c) For purposes of this Agreement, the term “Appropriate Officers” means those 
officers of Hercules Parent and Seahawk, respectively, set forth on the respective incumbency 
certificate(s) of each such party delivered to the Escrow Agent simultaneously with the execution 
and delivery of this Agreement, as the same may be amended in a notice to each other party from 
time to time. 
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(d) To the extent necessary to effect any disbursement of shares of Common Stock of 
Hercules Parent included in the Escrowed Property, any instruction pursuant to paragraphs (a) or 
(b) of this Section 5 shall include an appropriate stock power (the “Stock Power”) executed by 
Seahawk with the signature guaranteed by a participant in a Medallion Signature Guarantee 
Program at a guarantee level acceptable to the transfer agent of Hercules Parent, as well as any 
other documentation required by the transfer agent of Hercules Parent. 

6. Method of Transfer.  All distributions of the Escrowed Property required to be made by 
the Escrow Agent under this Agreement shall be made either (a) by delivering to the appropriate 
transfer agent the Stock Power, which shall have been completed pursuant to the orders or 
instructions provided to the Escrow Agent under Section 5 and the certificate representing the 
shares to be distributed or (b) by delivering the certificate to the transfer agent of Hercules Parent 
along with instructions to transfer the shares represented by such certificate via DTC’s DWAC 
system or the transfer agent’s book-entry system.  The Escrow Agent shall be fully protected in 
acting upon any written notice, instruction, direction, request or other communication, paper or 
document that the Escrow Agent believes to be genuine, and shall have no duty to verify, inquire 
into, investigate or otherwise confirm the validity, accuracy or content of any thereof, but it may 
do so in its discretion on any occasion without incurring any liability to any of the Escrow 
Parties for failing to do so on any other occasion. 

7. Responsibilities and Liability of Escrow Agent. 

(a) Duties Limited.  The Escrow Agent undertakes to perform only such duties, 
responsibilities and obligations as are expressly set forth in this Agreement, and in any 
modification or amendment hereof to which the Escrow Agent has consent in writing.  The 
Escrow Agent’s duties shall be determined only with reference to this Agreement and applicable 
laws and it shall have no implied duties, responsibilities or obligations.  The Escrow Agent shall 
not be bound by, deemed to have knowledge of, or have any obligation to make inquiry into or 
consider, any term or provision of any agreement between any of the Escrow Parties and/or any 
other third party or as to which the escrow relationship created by this Agreement relates, 
including without limitation any documents referenced in this Agreement. 

(b) Limitations on Liability of Escrow Agent.  Except in cases of the Escrow 
Agent’s bad faith, willful misconduct or gross negligence (as each is determined by a final, non-
appealable judgment of a court of competent jurisdiction), the Escrow Agent shall be fully 
protected (i) in acting in accordance with this Agreement and in reliance upon any certificate, 
statement, request, notice, advice, instruction, direction, other agreement, instrument, 
communication, paper or document or signature reasonably believed by the Escrow Agent to be 
genuine and shall have no duty to inquire into or investigate the validity, accuracy or content of 
any thereof and (ii) in assuming that any person purporting to give the Escrow Agent any of the 
foregoing in connection with either this Agreement or the Escrow Agent’s duties, has been duly 
authorized to do so.  The Escrow Agent may consult with and obtain the advice of any counsel 
(who may be an employee of the Escrow Agent) retained by the Escrow Agent and shall be fully 
protected in taking, suffering or omitting to take any action in reliance on said advice.  The 
Escrow Agent shall not be liable for any mistake of fact or law or any error of judgment, or for 
any action taken, suffered or omitted to be taken, except as a result of its bad faith, willful 
misconduct or gross negligence (as each is determined by a final, non-appealable judgment of a 
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court of competent jurisdiction). The Escrow Agent shall not be responsible for any loss incurred 
upon any action taken, suffered or omitted to be taken under circumstances not constituting bad 
faith, willful misconduct or gross negligence (as each is determined by a final, non-appealable 
judgment of a court of competent jurisdiction). 

In connection with any distributions that the Escrow Agent is instructed to make, the 
Escrow Agent shall not be liable for the acts or omissions of (a) any Escrow Party or other 
person providing such instructions, including without limitation errors as to the amount or 
information or (b) any other person or entity, including without limitation, any transmission or 
communications facility, or any receiver or receiving depository financial institution.  No such 
person or entity shall be deemed to be an agent of the Escrow Agent. 

Without limiting the generality of the foregoing, it is agreed that in no event will the 
Escrow Agent be liable for any lost profits or other punitive, indirect, special, incidental or 
consequential damages which the parties may incur or experience by reason of having entered 
into or relied on this Agreement or arising out of or in connection with the Escrow Agent’s 
services, even if the Escrow Agent was advised or otherwise made aware of the possibility of 
such damages, nor shall the Escrow Agent be liable for acts of God, acts of war, breakdowns or 
malfunctions of machines or computers, interruptions or malfunctions of communications or 
power supplies, labor difficulties, actions of public authorities, or any other similar cause or 
catastrophe beyond the Escrow Agent’s reasonable control. 

The Escrow Agent shall act hereunder as an escrow agent only and shall not be 
responsible or liable in any matter whatever for the sufficiency, collection, correctness, 
genuineness or validity of any revenues, cash, payments, securities, property, funds, investments, 
dividends, distributions, interest, income, earnings or other amounts deposited with it or for the 
identity, authority or rights of any person or entity executing and delivering or purporting to 
execute or deliver any thereof to the Escrow Agent. 

The Escrow Agent may execute or perform any duty, responsibility or obligation 
hereunder either directly or through agents, attorneys, accountants or other experts. 

The Escrow Agent may engage or be interested in any financial or other transaction with 
any Escrow Party or affiliate thereof, and may act on, or as depositary, trustee or agent for, any 
committee or body of holders of obligations of such party or affiliate, as freely as if it were not 
the Escrow Agent hereunder. 

The Escrow Agent shall not be obligated to expend or risk its own funds or to take any 
action which it reasonably believes would expose it to expense or liability or to a risk of 
incurring expense or liability, unless it has been furnished with assurances of repayment or 
indemnity satisfactory to it. 

The Escrow Agent shall not take instructions or directions except those given in 
accordance with this Agreement. 

The Escrow Agent shall not be called upon to advise any person or entity as to any 
investments with respect to any security, property or funds held in escrow hereunder or the 
dividends, distributions, income, interest or earnings thereon. 

In the event that the Escrow Agent shall be uncertain as to its duties or rights under this 
Agreement, or believes that any ambiguity or uncertainty exists hereunder or in any notice, 
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instruction, direction, request or other communication, paper or document received by the 
Escrow Agent hereunder, the Escrow Agent may, in its sole direction, refrain from taking any 
action, and shall be fully protected and shall be not liable in any way to Hercules Parent or 
Seahawk or any other person or entity for refraining from taking such action, unless the Escrow 
Agent receives joint written instructions signed by an Appropriate Officer of Hercules Parent and 
Seahawk that eliminate such ambiguity or uncertainty.  The Escrow Agent shall be under no duty 
to institute or defend any legal proceedings, although the Escrow Agent may, in its discretion 
and at the expense of Hercules Parent, as provided in subsections (c) or (d) immediately below, 
institute or defend such proceedings. 

(c) Indemnification of Escrow Agent.  Hercules Parent and Seahawk, jointly and 
severally, agree to indemnify, defend, protect, save and keep harmless the Escrow Agent and its 
affiliates and their respective successors, assigns, directors, officers, managers, employees, 
agents, attorneys, accountants and experts (collectively the “Indemnitees”) for, and to hold the 
Indemnitees harmless against, any and all claims, suits, actions, proceedings, investigations, 
judgments, deficiencies, damages, settlements, liabilities, losses, penalties, costs and expenses 
(including reasonable legal fees and expenses of attorneys chosen by the Escrow Agent) 
(collectively “Losses”) as and when incurred, which may be imposed on, incurred or asserted 
against any Indemnitee at any time, arising out of, relating to or based upon any act, omission, 
alleged act or alleged omission by an Indemnitee, the enforcement of any rights or remedies 
under or in connection with this Agreement, the acceptance or administration of the Escrowed 
Property and any payment, transfer or other application of securities, property or funds pursuant 
to this Agreement, or any other cause, in any case in connection with the acceptance of, 
execution, delivery or performance or non-performance by an Indemnitee of, any of the Escrow 
Agent’s duties under this Agreement, except to the extent that such Loss is a result of an 
Indemnitee’s bad faith, willful misconduct or gross negligence (as each is determined by a final, 
non-appealable judgment of a court of competent jurisdiction).  The obligations contained in this 
Section 7(c) shall survive the termination of this Agreement and the resignation, replacement or 
removal of the Escrow Agent. 

(d) Authority to Interplead.  The Escrow Parties authorize the Escrow Agent, if the 
Escrow Agent (i) is threatened with litigation or is sued, (ii) receives any certificate, statement, 
request, notice, advice, instruction, direction or other agreement, instrument, communication, 
paper or document from any other party with respect to the Escrowed Property which, in the 
Escrow Agent’s good faith opinion, is in conflict with any of the provisions of this Agreement, 
(iii) is advised that a dispute has arisen with respect to the Escrowed Property or any part thereof 
or this Agreement, the Escrow Agent in its sole discretion, at its option, shall be entitled, without 
liability to any person, to: (i) initiate an action in interpleader or another appropriate action, suit 
or proceeding in the Bankruptcy Court or any court of competent jurisdiction seeking to resolve 
such dispute or claims and/or (ii) refrain from taking any action other than to keep safely the 
Escrowed Property and from complying with any claim, certificate, statement, request, notice, 
advice, instruction, direction or other agreement, instrument, communication, paper or document, 
so long as such dispute shall continue, and (in either case) shall be fully protected and shall not 
be liable in any way to Hercules Parent, Seahawk or any other person or entity for failure to 
comply with such conflicting claims, certificates, statements, requests, notices, advice, 
instructions, directions or other agreements, instruments, communications, papers or documents 
until the Escrow Agent is satisfied, in its sole discretion, that such conflicting claims, certificates, 
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statements, requests, notices, advice, instructions, directions or other agreements, instruments, 
communications, papers or documents have been definitively determined by a final, non-
appealable judgment of a court of competent jurisdiction or settled by agreement between the 
conflicting parties as evidenced in a writing satisfactory to the Escrow Agent. 

8. Termination.  Subject to Section 12 hereof, this Agreement and all the obligations of the 
Escrow Agent shall terminate upon the earliest to occur of the release of all Escrowed Property 
by the Escrow Agent in accordance with this Agreement or the deposit of the Escrowed Property 
by the Escrow Agent in accordance with Section 7(d) hereof. 

9. Removal of Escrow Agent.  The Escrow Parties acting together shall have the right to 
terminate the appointment of the Escrow Agent, specifying the date upon which such termination 
shall take effect.  The Escrow Parties agree that they will jointly appoint a banking corporation, 
trust company or attorney as successor escrow agent.  Escrow Agent shall refrain from taking 
any action until it shall receive joint written instructions from the Escrow Parties designating the 
successor escrow agent.  Escrow Agent shall deliver all of the Escrowed Property to such 
successor escrow agent in accordance with such instructions and upon receipt of the Escrowed 
Property, the successor escrow agent shall be bound by all of the provisions of this Agreement. 

10. Resignation of Escrow Agent.  The Escrow Agent may resign and be discharged from 
its duties and obligations hereunder at any time by giving no less than thirty (30) days’ prior 
written notice of such resignation to the Escrow Parties, specifying the date when such 
resignation will take effect.  In the event of such resignation, the Escrow Parties agree that they 
will jointly appoint a banking corporation, trust company, or attorney as successor escrow agent 
within thirty (30) days of notice of such resignation.  Escrow Agent shall refrain from taking any 
action until it shall receive joint written instructions from the Escrow Parties designating the 
successor escrow agent.  Escrow Agent shall deliver all of the Escrowed Property to such 
successor escrow agent in accordance with such instructions and upon receipt of the Escrowed 
Property, the successor escrow agent shall be bound by all of the provisions of this Agreement.  
Any person or entity into which the Escrow Agent may be merged or converted or with which it 
may be consolidated, or any person or entity resulting from any merger, conversion or 
consolidation to which the Escrow Agent shall be a party, or any person or entity to which 
substantially all of the stock transfer business of the Escrow Agent may be transferred, shall 
automatically be the Escrow Agent under this Agreement without further act. 

11. Accounting.  On a monthly basis, the Escrow Agent shall render a written statement 
setting forth the Escrowed Property held and all distributions made, which statements shall be 
delivered to the following addresses: 

Address 1: 
 
Seahawk Drilling, Inc. 
5 Greenway Plaza, Suite 2700 
Houston, Texas 77046 
Attn: General Counsel 
Fax: 713-369-7312 
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Address 2: 
 
Hercules Offshore, Inc. 
9 Greenway Plaza, Suite 2200 
Houston, TX 77046 
Attention: General Counsel 

12. Survival.  Notwithstanding anything in this Agreement to the contrary, the provisions of 
Section 7 and Section 13 shall survive any resignation or removal of the Escrow Agent, and any 
termination of this Agreement. 

13. Escrow Agent Fees, Costs, and Expenses.  The Escrow Agent shall be entitled to all of 
the fees and expenses set forth on Exhibit B hereto, which shall be paid one-half by Hercules 
Parent and one-half by Seahawk.  In addition, the Escrow Agent shall be entitled to 
reimbursement for its customary fees or other out of pocket costs and expenses (including 
without limitation reasonable fees and disbursements of counsel) incurred in connection with the 
preparation, negotiation, amendment, modification, waiver, execution, delivery, performance or 
enforcement of this Agreement, which shall be paid one-half by Hercules Parent and one-half by 
Seahawk. The obligations contained in this Section 13 shall survive the termination of this 
Agreement and the resignation, replacement or removal of the Escrow Agent. 

14. Notices.  All notices under this Agreement shall be transmitted to the respective parties, 
shall be in writing and shall be considered to have been duly given or served when personally 
delivered to any individual party, or on the first (1st) Business Day after the date of deposit with 
an overnight courier for next day delivery, postage paid, or on the seventh (7th) Business Day 
after deposit in the United States mail, certified or registered, return receipt requested, first class 
postage prepaid, or on the date of telecopy, fax or similar transmission during normal business 
hours, as evidenced by mechanical confirmation of such telecopy, fax or similar transmission, 
addressed in all cases to the party at his or its address set forth below, or to such other address as 
such party may designate, provided that notices will be deemed to have given to the Escrow 
Agent on the actual date received: 

If to Seahawk: 
 
Seahawk Drilling, Inc. 
5 Greenway Plaza, Suite 2700 
Houston, Texas 77046 
Attn: General Counsel 
Fax: 713-369-7312 

With a copy to: 
 
Fulbright & Jaworski L.L.P. 
Attn: Kevin Trautner 
1301 McKinney Street, Suite 5100 
Houston, TX 77010 
Fax: 713-651-5246 
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If to Hercules Parent: 
 
Hercules Offshore, Inc. 
9 Greenway Plaza, Suite 2200 
Houston, TX 77046 
Attention: General Counsel 

With a copy to: 
 
Andrews Kurth LLP 
600 Travis, Suite 4200 
Houston, Texas 77001 
Attn:  Melinda H. Brunger 
Fax:  713-238-7235 

If to the Escrow Agent: 
 
U.S.Bank National Association 
Corporate Trust Division  
5555 San Felipe, Suite 1150 
Houston, Texas  77056  
Attn:  Corporate Trust Officer 
713-235-9213 (Fax) 

Any notice, except notice by the Escrow Agent, may be given on behalf of any party by its 
counsel or other authorized representative.  In all cases the Escrow Agent shall be entitled to rely 
on a copy or a fax transmission of any document with the same legal effect as if it were the 
original of such document.  For purposes of this Agreement, the term “Business Day” means any 
day other than a Saturday, Sunday or a day on which commercial banks in the State of Texas are 
required or authorized by law to close. 

15. Modifications; Waiver.  This Agreement may not be altered or modified without the 
express prior written consent of all of the parties to this Agreement.  No course of conduct shall 
constitute a waiver of any terms or conditions of this Agreement, unless such waiver is specified 
in writing, and then only to the extent so specified.  A waiver of any of the terms and conditions 
of this Agreement on one occasion shall not constitute a waiver of the other terms of this 
Agreement, or of such terms and conditions on any other occasion. 

16. Further Assurances.  If at any time the Escrow Agent shall determine or be advised that 
any further agreements, assurances or other documents are reasonably necessary or desirable to 
carry out the provisions of this Agreement and the transactions contemplated by this Agreement, 
the Escrow Parties shall execute and deliver any and all such agreements or other documents, 
and do all things reasonably necessary or appropriate to carry out fully the provisions of this 
Agreement. 

17. Assignment.  This Agreement shall inure to the benefit of and be binding upon the 
successors and permitted assigns of the parties.  This Agreement shall not be assigned by either 
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Escrow Party without the written consent of the other Escrow Party.  Upon prior written notice to 
the Escrow Parties, the Escrow Agent may assign this Agreement to an affiliated or successor 
bank or other qualified bank entity. 

18. Section Headings.  The section headings contained in this Agreement are inserted for 
purposes of convenience of reference only and shall not affect the meaning or interpretation of 
this Agreement. 

19. Governing Law.  This Agreement shall be governed by and construed in accordance 
with the laws of the State of New York, without regard to principles of conflicts of law. 

20. Miscellaneous. 

(a) The Escrow Parties acknowledge that Escrow Agent is subject to the customer 
identification program (“Customer Identification Program”) requirements under the USA 
PATRIOT Act and its implementing regulations, and that the Escrow Agent must obtain, verify 
and record information that allows the Escrow Agent to identify the Escrow Parties.  
Accordingly, prior to accepting an appointment hereunder, the Escrow Agent may request 
information from the Escrow Parties that will help the Escrow Agent to identify the Escrow 
Parties, including without limitation each Escrow Party’s physical address, tax identification 
number, organizational documents, certificate of good standing, license to do business, or any 
other information that the Escrow Agent deems necessary.  The Escrow Parties agree that the 
Escrow Agent cannot accept an appointment hereunder unless and until the Escrow Agent 
verifies each Escrow Party’s identity in accordance with the Customer Identification Program 
requirements. 

(b) To the extent required by law, no later than the earlier of (i) forty-five (45) days 
after the date any of the Escrow Property is distributed by the Escrow Agent or (ii) January 15, 
2012, Hercules Parent shall deliver to the Escrow Agent written direction on the adjustment of 
cost basis for covered securities that arise from or are affected by the transaction in accordance 
with current Internal Revenue Service regulations. 

21. Counterparts and Facsimile Execution.  This Agreement may be executed in two or 
more counterparts, each of which shall be deemed an original and all of which together shall 
constitute one and the same instrument.  The exchange of copies of this Agreement and of 
signature pages by facsimile or other electronic transmission shall constitute effective execution 
and delivery of this Agreement as to the parties and may be used in lieu of the original 
Agreement for all purposes (and such signatures of the parties transmitted by facsimile or other 
electronic transmission shall be deemed to be their original signatures for all purposes). 

[Signatures begin on following page] 
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first 
written above. 

 SEAHAWK DRILLING, INC. 
 
 
 
   
James R. Easter 
Senior Vice President / Chief Financial Officer 

 HERCULES OFFSHORE, INC. 
 
 
 
BY:   
NAME:   
TITLE:   

 U.S. Bank National Association, 
as Escrow Agent 
 
 
 
BY:   
NAME:   
TITLE:   
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EXHIBIT A 
 

JOINT WRITTEN INSTRUCTIONS 
FOR RELEASE OF ESCROWED SHARES 

Pursuant to Section 5(b) of the Escrow Agreement dated as of April ___, 2011, by and 
among Seahawk Drilling, Inc., a Delaware corporation (“Seahawk”), Hercules Offshore, Inc. 
(“Hercules Parent”), and U.S. Bank National Association, a national banking association 
organized and existing under the laws of the United States (the “Escrow Agent”), Seahawk and 
Hercules Parent hereby instruct the Escrow Agent to release certain Escrowed Property in 
accordance with the following instructions: 

[Insert instructions for disposition of shares] 

SEAHAWK DRILLING, INC. 
 
 
 
BY:   
NAME:   
TITLE:   

HERCULES OFFSHORE, INC. 
 
 
 
BY:   
NAME:   
TITLE:   
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EXHIBIT B 
 

FEES AND EXPENSES 

Acceptance Fee 
The acceptance fee includes the administrative review of documents, initial set-up 
of the account, and other reasonably required services up to and including the 
closing.  This is a one-time fee, payable at closing. 
 

$500

Escrow Agent 
Annual administration fee for the performance of the routine duties of the escrow 
agent associated with the management of the account.  Administration fees are 
payable in advance. 
 

$2,000

Dividend Disbursement 
Disbursement of Distributable Dividends 
 

$10 per wire 
or check

Direct Out of Pocket Expenses 
Reimbursement of expenses associated with the performance of escrow duties, 
including but not limited to publications, reasonable fees of legal counsel after the 
initial close, traveling expenses and filing fees. 
 

At Cost

Extraordinary Services 
Extraordinary services are duties or responsibilities of an unusual nature, 
including termination, but not provided for in the governing documents or 
otherwise set forth in this schedule.  A reasonable charge will be assessed based 
on the nature of the service and the responsibility involved.  These charges will be 
billed at a flat fee or the hourly rate then in effect. 
 

At Cost
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Seahawk Drilling Inc.

Monthly Wind Down Budget Report - Exhibit C

 Total Budget Amount 

[Month] 201X 

Disbursements

Cumulative 

Disbursements

Disbursements Greater 

than Total Budget

% Disbursements 

Greater than Total 

Budget

Employee and Subcontractor Costs 1,393,339$                  

Services 2,618,518                    

Professionals 4,260,000                    

Secured Tax Claims 300,000                        

Contingency 1,500,000                    

Expenses Paid at Closing 4,178,143                    

Total 14,250,000$                
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF TEXAS 

CORPUS CHRISTI DIVISION 

In re: §  Chapter 11 
 §  
Seahawk Drilling, Inc., et al. § Case No.: 11-20089 
 §  
 Debtors. §  Jointly Administered 
 

INTERIM ORDER PURSUANT TO SECTIONS 105, 361, 362,  
363 AND 364 OF THE BANKRUPTCY CODE (I) AUTHORIZING  

THE DEBTORS TO OBTAIN POSTPETITION SECURED FINANCING  
FROM HAYMAN CAPITAL MASTER FUND, L.P., AND (II) GRANTING  

LIENS, SECURITY INTERESTS AND SUPERPRIORITY CLAIMS 

Seahawk Drilling, Inc. (“Seahawk”), and certain of its direct and indirect subsidiaries 

(collectively, the “Debtors”),1 having moved on April 22, 2011 (the “Motion”) for an order 

authorizing them to incur post-petition secured indebtedness, to grant liens, security interests and 

superpriority claims pursuant to sections 105(a), 362, 363 and 364(c) and (d) of title 11 of the 

United States Code (the “Bankruptcy Code”) and Rules 2002, 4001 and 9014 of the Federal 

Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), and having sought the following 

relief: 

(a) the Court’s authorization for the Debtors to obtain a post-petition secured 

term loan facility (the “Wind Down Facility”) upon the terms set forth in that certain Debtor-In-

Possession Loan, Security and Guaranty Agreement (the “Wind Down DIP Loan Agreement”)2 

by and among Seahawk, as Borrower, the other Debtors, as Guarantors, and Hayman Capital 

Master Fund, L.P., as Lender (“Hayman” or the “Wind Down DIP Lender”), making available 

certain term loans to Borrower in an aggregate principal amount of up to $14,250,000 
                                            
1  Collectively, the Debtors are:  Seahawk, Seahawk Drilling LLC; Energy Supply International LLC; Seahawk 
Global Holdings LLC; Seahawk Mexico Holdings LLC; Seahawk Drilling Management LLC; Seahawk Offshore 
Management LLC and Seahawk Drilling USA LLC.  
2  A copy of the form of the Wind Down DIP Loan Agreement is attached as Exhibit A to the Motion. 
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(the “Wind Down DIP Loans”), on the terms and conditions of the Wind Down DIP Loan 

Agreement (together with all documents, agreements, and instruments to be executed or to be 

filed in connection therewith, the “Wind Down DIP Loan Documents”), to pay for, among other 

things, (i) the orderly wind down of the Debtors’ bankruptcy estates, (ii) the administration of 

claims and distributions to creditors and interest holders in accordance with the Wind Down 

Budget (as defined in the Wind Down DIP Loan Agreement), which shall be subject to the 

Variances (as defined in the Wind Down DIP Loan Agreement); and (iii) certain fees and 

expenses of professionals, provided that the funding of the amounts described in the immediately 

preceding clauses (i) through (iii) shall be subject to the terms of the Wind Down DIP Loan 

Agreement; 

(b) the Court’s ordering, pursuant to sections 364(c)(1), (2) and 364(d) of the 

Bankruptcy Code, that the obligations of the Debtors under the Wind Down DIP Loan 

Documents (collectively, the “Wind Down DIP Obligations”) are: 

(i) granted superpriority administrative claim status, effective upon 

the Initial Draw Date (as such term is defined in paragraph 3 below), having priority over any 

and all administrative expenses of the kinds specified in or arising or ordered under 

sections 105(a), 326, 328, 330, 331, 503(b), 506(c), 507, 546(c), 726 and 1114 of the Bankruptcy 

Code, subject only to the payment of the Carve-Out (as defined in paragraph 11 hereof) on the 

terms and conditions set forth herein; 

(ii) secured, under section 364(d)(1) of the Bankruptcy Code, effective 

on the Initial Draw Date (as such term is defined in paragraph 3 below), by a fully perfected, first 

priority priming lien on and security interest in all of the Collateral (as defined in the Wind 

Down DIP Loan Agreement) that is subject to a Lien (as defined in the Wind Down DIP Loan 
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Agreement) as of the Initial Draw Date, such priming lien to be subject only to payment of the 

Carve Out; and 

(iii) secured, under section 364(c)(2) of the Bankruptcy Code, effective 

on the Initial Draw Date (as such term is defined in paragraph 3 below), by a fully perfected, 

first-priority lien on and security interest in all of the Collateral (as defined in the Wind Down 

DIP Loan Agreement) that is not subject to a Lien (as defined in the Wind Down DIP Loan 

Agreement) as of the Initial Draw Date, such unencumbered property lien to be subject only to 

payment of the Carve Out.   

(c) the Court’s scheduling an interim hearing (the “Interim Hearing”) 

pursuant to Bankruptcy Rule 4001(c)(2) to consider entry of an interim order substantially in the 

form hereof (this “Interim Order”) which, among other things, (i) approves, on an interim basis, 

the post-petition financing to be made pursuant to the Wind Down DIP Loan Agreement, 

(ii) authorizes the Debtors to obtain, on an interim basis in accordance with the Wind Down DIP 

Loan Agreement, Wind Down DIP Loans on the Initial Draw Date in an amount not to exceed 

$5.75 million (the “Interim Draw”); 

(d) the Court’s scheduling, pursuant to Bankruptcy Rule 4001(c)(2), a hearing 

(the “Final Hearing”) to consider entry of a final order (the “Final Order”) which, among other 

things, authorizes, on a final basis, the post-petition financing under the Wind Down DIP Loan 

Documents in an aggregate principal amount up to $14,250,000; and 

(e) the Court’s finding, pursuant to Bankruptcy Rule 4001(c)(1), that notice of 

the Interim Hearing was sufficient and no other or further notice is or shall be required. 

The Court having considered the Motion, all other pleadings filed with the Court and the 

evidence submitted at the Interim Hearing; and in accordance with Bankruptcy Rules 2002, 
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4001(b), (c), and (d), and 9014 and the Bankruptcy Local Rules of this Court, due and proper 

notice of the Motion and the Interim Hearing having been given; an Interim Hearing having been 

held on April 25, 2011 and concluded; and it appearing that approval of the interim relief 

requested in the Motion is necessary to avoid immediate and irreparable harm to the Debtors 

pending the Final Hearing and is otherwise fair and reasonable and in the best interests of the 

Debtors, their creditors and their estates; and it further appearing that the Debtors are unable to 

secure unsecured credit for money borrowed allowable as an administrative expense under 

section 503(b)(1) of the Bankruptcy Code; and there is adequate protection of the interests of any 

holders of liens on the property of the estates on which liens are to be granted; and all objections, 

if any, to the entry of this Interim Order having been withdrawn, resolved or overruled by this 

Court; and after due deliberation and consideration, and after finding good and sufficient cause 

therefor: 

IT IS HEREBY FOUND:3 

A. Petition Date.  On February 11, 2011 (the “Petition Date”), the Debtors 

commenced the above-captioned bankruptcy cases (the “Chapter 11 Cases”) by filing voluntary 

petitions for relief under the Bankruptcy Code.  The debtors are operating their businesses and 

managing their affairs as debtors-in-possession pursuant to sections 1107(a) and 1108 of the 

Bankruptcy Code.  No trustee or examiner has been appointed in any of the Chapter 11 Cases. 

B. Official Committees.  On February 24, 2011, the United States Trustee for the 

Southern District of Texas (the “US Trustee”) appointed an Official Committee of Equity 

Security Holders [Docket No. 106] (the “Equity Committee”) and an Official Committee of 

Unsecured Creditors [Docket No. 107] (the “Creditors’ Committee”). 

                                            
3  To the extent that any finding of fact is more properly characterized as a conclusion of law, and to the extent that 
any conclusion of law is more properly characterized as a finding of fact, it is hereby adopted as such.   
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C. Jurisdiction; Venue.  The Court has jurisdiction over these Chapter 11 Cases, the 

parties and the Debtors’ property pursuant to 28 U.S.C. § 1334.  This is a core proceeding 

pursuant to 28 U.S.C. § 157(b)(2)(D).  Venue of the Chapter 11 Cases and the Motion is proper 

under 28 U.S.C. §§ 1408 and 1409. 

D. Adequate Notice.  The Interim Hearing was held pursuant to the authorization of 

Bankruptcy Rule 4001 and Local Rule 4001-2.  Notice of the Interim Hearing and the emergency 

relief requested in the DIP Motion was provided by the Debtors, whether by telecopy, email, 

overnight courier or hand delivery to certain parties in interest, including, but not limited to:  (i) 

the Office of the U.S. Trustee; (ii) counsel to the Equity Committee; (iii) counsel to the 

Creditors’ Committee; (iv) all secured creditors of record; (v) counsel to Hercules Offshore, Inc.; 

(vi) D.E. Shaw and its counsel; and (vii) all parties requesting notice in these Chapter 11 Cases 

(collectively, the “Notice Parties”).  Under the circumstances, such notice of the Interim Hearing 

and the relief requested in the Motion is sufficient and complies with sections 102(1), 364(c) 

and 364(d) of the Bankruptcy Code, Bankruptcy Rules 2002, 4001(c), 4001(d) and the 

Bankruptcy Local Rules of this Court. 

E. Sale to Hercules.  The Court entered an order on April 5, 2011 [Docket No. 489] 

(the “Hercules Sale Order”), authorizing the sale (the “Hercules Sale”) of substantially all of the 

Debtors’ assets to Hercules Offshore, Inc. (“Hercules”) pursuant to the terms of an Asset 

Purchase Agreement between Hercules and the Debtors (the “APA”).  The Hercules Sale has not 

yet closed.   

F. Hercules Common Stock.  Upon closing of the Hercules Sale, the Subject 

Hercules Common Stock (as defined in the Wind Down DIP Loan Agreement) will be held in an 
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escrow account (the “Escrow Account”) at U.S. Bank National Association (“US Bank”), subject 

to an escrow agreement among Hercules, Seahawk and US Bank, as Escrow Agent. 

G. DE Shaw DIP Facility.  Seahawk is the borrower and the other Debtors are 

guarantors under that certain Debtor-in-Possession Credit Agreement (the “DE Shaw Credit 

Agreement”), dated as of February 11, 2011, among the Borrower, the lenders party thereto and 

D.E. Shaw Direct Capital Portfolios, L.L.C., as administrative agent (collectively, “DE Shaw”).  

Pursuant to the DE Shaw Credit Agreement and the other agreements and documents delivered 

pursuant thereto or in connection therewith (collectively with DE Shaw Credit Agreement, 

the “DE Shaw Loan Documents”), DE Shaw provided Seahawk with certain postpetition 

financing (the “DE Shaw DIP Facility”) as approved by the Court in a final order entered on 

March 11, 2011 [Docket No. 295] (the “DE Shaw DIP Order”). 

H. DE Shaw Liens.  In the DE Shaw Loan Documents, the Debtors, among other 

things, granted DE Shaw, pursuant to applicable sections of the Bankruptcy Code and as 

approved by the Court in the DE Shaw DIP Order, (i) certain liens (the “DE Shaw Liens”) in the 

Debtors’ real and personal property, and (ii) a superpriority administrative claim (the “DE Shaw 

Superpriority Claim”).  Upon closing of the Hercules Sale, pursuant to the Hercules Sale Order, 

the terms of the APA and the DE Shaw Loan Documents, all of the Debtors’ obligations to DE 

Shaw under the DE Shaw DIP Facility will be indefeasibly paid in full in cash and the DE Shaw 

Liens will be released.     

I. Debtors’ Stipulations.  In requesting post-petition financing under the Wind 

Down DIP Loan Documents, the Debtors acknowledge, represent, stipulate and agree that: 

(i) all of the Debtors have obtained all authorizations, consents and 

approvals necessary in connection with the execution, delivery, performance, validity and 
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enforceability of the Wind Down DIP Loan Documents to which any Debtor is a party, which 

are required as a condition for the Initial Draw thereunder; 

(ii) in entering into the Wind Down DIP Loan Documents and as 

consideration therefor, the Debtors hereby agree that until such time as all Wind Down DIP 

Obligations are indefeasibly paid in full in Subject Hercules Common Stock or in cash, and the 

commitments are terminated in accordance with the terms of the Wind Down DIP Loan 

Agreement, the Debtors shall not (a) grant any liens or security interests in the Collateral without 

the written consent of the Wind Down DIP Lender, and (b) in any way prime or seek to prime 

(i.e., cause to be subordinated) the liens and security interests provided to the Wind Down DIP 

Lender under this Interim Order by offering a subsequent lender or any party-in-interest a 

superior or pari passu lien or claim pursuant to section 364(c) or (d) of the Bankruptcy Code, or 

otherwise; 

J. Cash Collateral.  For purposes of this Order, the term “Cash Collateral” shall 

mean and include all “cash collateral,” as defined by section 363 of the Bankruptcy Code, in 

which the Wind Down DIP Lender has any lien, security interest, or other interest whether 

arising pursuant to this Interim Order, the Wind Down DIP Loan Documents or otherwise. 

K. Purpose and Necessity of Financing.  The Debtors require the financing described 

in the Motion to fund, among other things, the orderly wind down of the Debtors’ bankruptcy 

estates, the administration of claims and distributions to creditors and interest holders and for 

other purposes permitted by the Wind Down DIP Loan Documents.  If Seahawk does not obtain 

authorization to borrow under the Wind Down Facility and the Wind Down DIP Loans are not 

approved, the Debtors will suffer immediate and irreparable harm.   
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L. No Credit Available on More Favorable Terms.  The Debtors are unable to obtain 

adequate unsecured credit allowable as an administrative expense under section 503 of the 

Bankruptcy Code, or other financing under sections 364(c) of the Bankruptcy Code, on equal or 

more favorable terms than those set forth in the Wind Down DIP Loan Documents.  A loan 

facility in the amount of $14,250,000 is not available to the Debtors without granting Hayman 

superpriority claims, liens and security interests, pursuant to sections 364(c)(1) and (2) 

and 364(d) of the Bankruptcy Code, as provided in this Interim Order and the Wind Down DIP 

Loan Documents.   

M. Relief Essential; Best Interest.  The relief requested in the Motion is necessary, 

essential and appropriate for orderly winding down of the Debtors’ estates.  It is in the best 

interest of the Debtors’ estates to be allowed to establish the Wind Down DIP Facility 

contemplated by the Wind Down DIP Loan Agreement. 

N. Business Judgment and Good Faith.  After considering all alternatives, the 

Debtors have concluded in the exercise of their prudent business judgment and consistent with 

their fiduciary duties that the Wind Down Facility represents the best financing available to them 

at this time and the terms of the Wind Down Facility are supported by reasonably equivalent 

value and fair consideration.  The Wind Down DIP Loan Documents have been negotiated in 

good faith and at arms’ length by and among the Debtors, the Equity Committee and the Wind 

Down DIP Lender.  Any Wind Down DIP Loans and/or other financial accommodations made to 

the Debtors by the Wind Down DIP Lender pursuant to this Interim Order and/or the Wind 

Down DIP Loan Documents shall be deemed to have been extended by Hayman in good faith, as 

that term is used in section 364(e) of the Bankruptcy Code, and the Wind Down DIP Lender 

shall be entitled to all protections afforded thereunder.   
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O. Use of Cash Collateral.  The Debtors also require the use of Cash Collateral to 

wind down their businesses.  Without the use of Cash Collateral, the Debtors will not be able to 

otherwise meet their cash requirements for wind down needs.  The Wind Down DIP Lender 

consents to the use of Cash Collateral on the terms specified herein and in the Wind Down DIP 

Loan Agreement and in accordance with the Wind Down DIP Budget. 

P. Good Cause.  The ability of the Debtors to obtain sufficient financing to fund 

their wind-down is vital to the Debtors’ estates and creditors.  The liquidity to be provided under 

the Wind Down DIP Loan Documents and through the use of the Cash Collateral will enable the 

Debtors to prosecute a plan of reorganization and make distributions to creditors and interest 

holders.  The Debtors’ estates will be immediately and irreparably harmed if this Interim Order is 

not entered.  Good cause has, therefore, been shown for the relief sought in the Motion.  

Q. Consideration.  All of the Debtors will receive fair and reasonable consideration 

in exchange for access to the Wind Down DIP Loans, the use of Cash Collateral and all other 

financial accommodations provided under the Wind Down DIP Loan Documents and this 

Interim Order. 

R. Immediate Effectiveness of Interim Order.  The Debtors have requested that this 

Order be immediately effective upon entry.  The permission granted herein to enter into the 

Wind Down DIP Loan Documents and to obtain funds thereunder is necessary to avoid 

immediate and irreparable harm to the Debtors.  This Court concludes that entry of this Interim 

Order is in the best interests of the Debtors’ respective estates, creditors and interest holders as 

its implementation will, among other things, allow for the Debtors to seek confirmation of a plan 

of reorganization and thereafter make distributions to creditors and interest holders thereunder.   
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Based upon the foregoing findings, acknowledgements, and conclusions, and upon the 

record made before this Court at the Interim Hearing, and good and sufficient cause appearing 

therefor; 

IT IS HEREBY ORDERED: 

1. Disposition.  The Motion is GRANTED on an interim basis.  Any objections to 

the Motion that have not previously been withdrawn or resolved are hereby overruled on their 

merits.  This Interim Order shall be valid and binding on all parties-in-interest, and fully 

effective immediately upon entry notwithstanding the possible application of Bankruptcy Rules 

6004(h), 7062, and 9014(c).  The terms and provisions of the Wind Down DIP Loan Documents 

are approved. 

2. Term of DIP Loan.  The Wind Down DIP Loan Documents authorized hereunder 

shall expire, and the Wind Down DIP Loans made pursuant to the Wind Down DIP Loan 

Documents and this Interim Order will mature and, together with all interest thereon and other 

Wind Down DIP Obligations, become due and payable (unless such Wind Down DIP Loans and 

other Wind Down DIP Obligations become due and payable earlier pursuant to the terms of the 

Wind Down DIP Loan Documents by way of acceleration) on the earlier of (a) January 31, 2012, 

(b) two business days after the effective date of a confirmed plan of reorganization in the 

Debtors’ bankruptcy cases, (c) May 10, 2011, if the Final Order (which shall be in form and 

substance satisfactory to the Wind Down DIP Lender) has not been entered by this Court on or 

prior to such date and (d) such other applicable date that is set forth in the definition of the term 

“Maturity Date” in the Wind Down DIP Loan Agreement. 

3. Interim Borrowing.  The Debtors are hereby authorized to negotiate, prepare and 

execute the Wind Down DIP Loan Documents and all such documents previously executed are 

hereby approved.  The Debtors are not authorized to obtain any portion of the Interim Draw, or 
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incur any liens contemplated under the Wind Down Facility, until (a) the Hercules Sale has 

closed, (b) the obligations under the DE Shaw DIP Facility have been indefeasibly paid in full in 

cash and (c) the DE Shaw Liens have been released.  Upon satisfaction of those conditions 

(the “Initial Draw Date”), the Debtors are immediately authorized, without need of further 

application to, or authorization of, this Court, to obtain the Interim Draw pursuant to the terms of 

the Wind Down DIP Loan Documents and this Interim Order, in an aggregate principal amount 

of up to $5.75 million upon the terms, and for the purposes, set forth in the Wind Down DIP 

Loan Agreement and in accordance with the Wind Down Budget. 

4. Authorization to Use Cash Collateral.  Subject to the terms of this Interim Order 

and the Wind Down Budget, the Debtors are authorized to use Cash Collateral in which the 

Wind Down DIP Lender may have an interest, in accordance with the terms, conditions, and 

limitations set forth in the Wind Down DIP Loan Agreement.  Any dispute in connection with 

the use of Cash Collateral in accordance with the Wind Down DIP Loan Agreement shall be 

heard by the Court.  Notwithstanding anything in this Interim Order to the contrary, the Debtors’ 

authority to use Cash Collateral shall automatically terminate without any further action by this 

Court or the Wind Down DIP Lender, upon the earliest to occur of (the “Cash Collateral 

Termination Date”):  (i) the Debtors’ breach of any negative covenant or affirmative covenant 

under the Wind Down DIP Loan Agreement or if an Event of Default shall have occurred under 

the Wind Down DIP Loan Agreement; (ii) May 10, 2011, if the Final Order (which shall be in 

form and substance satisfactory to the Wind Down DIP Lender) has not been entered by this 

Court on or prior to such date; and (iii) such other applicable date that is set forth in the 

definition of the term “Maturity Date” in the Wind Down DIP Loan Agreement. 
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5. Fees and Deposit.  All fees paid and payable and costs and/or expenses 

reimbursed, as set forth in the Wind Down DIP Loan Documents, by the Debtors to the Wind 

Down DIP Lender, are hereby approved.  The Debtors are hereby authorized and directed to pay 

all such fees, costs and expenses in accordance with the terms of the Wind Down DIP Loan 

Documents without the necessity of the Debtors or the Wind Down DIP Lender filing any further 

application with the Court for approval or payment of such fees or expenses. 

6. Authority to Execute and Deliver Necessary Documents. 

(a) The form of the Wind Down DIP Loan Agreement attached as Exhibit A 

to the Motion is hereby approved.  Each of the Debtors is authorized, as applicable,  to negotiate, 

prepare, enter into and deliver the Wind Down DIP Loan Agreement and the other Wind Down 

DIP Loan Documents in each case including any amendments thereto, including UCC financing 

statements. 

(b) Each of the Debtors is hereby further authorized to (i) perform all of its 

obligations under the Wind Down DIP Loan Agreement, the other Wind Down DIP Loan 

Documents and such other agreements as may be required by the Wind Down DIP Loan 

Documents to give effect to the terms of the financing provided for therein and in this Interim 

Order and (ii) perform all acts required under the Wind Down DIP Loan Agreement, the other 

Wind Down DIP Loan Documents and this Interim Order, including, without limitation, the 

payment of fees and the reimbursement of present and future reasonable costs and expenses 

(including without limitation, reasonable and necessary attorneys’ fees and legal expenses) paid 

or incurred by the Wind Down DIP Lender as provided for in this Interim Order and the Wind 

Down DIP Loan Documents.  All such unpaid fees, commissions, costs and other expenses shall 
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be included and constitute part of the principal amount of the Wind Down DIP Obligations and 

be secured by the Post-Petition Liens (as defined in paragraph [9(a)(ii)] hereof). 

(c) All obligations under the Wind Down DIP Loan Agreement and the other 

Wind Down DIP Loan Documents shall constitute valid and binding obligations of each of the 

Debtors enforceable against each of them, and each of their successors and assigns, in 

accordance with their terms and the terms of this Interim Order. 

7. Amendments, Consents, Waivers, and Modifications.  The Debtors, with the 

express written consent of the Wind Down DIP Lender, may enter into any amendments, 

consents, waivers or modifications to the Wind Down DIP Credit Agreement and the other Wind 

Down DIP Loan Documents without the need for further notice and hearing or any order of this 

Court, provided that such amendments, consents waivers or modifications do not materially and 

adversely affect the rights of any creditor or other party in interest unless any such affected 

creditor or party in interest consents to such modification or amendment. 

8. Wind Down DIP Lender’s Superpriority Claim.  The Wind Down DIP Lender is 

hereby granted an allowed superpriority administrative expense claim (the “Superpriority 

Claim”) pursuant to section 364(c)(1) of the Bankruptcy Code that will become effective on the 

Initial Draw Date for all of the Wind Down DIP Obligations, having priority over any and all 

administrative expenses of the kinds specified in or arising or ordered under sections 105(a), 326, 

328, 330, 331, 503(b), 506(c), 507, 546(c), 726 and 1114 of the Bankruptcy Code, whether or not 

such expenses or claims may become secured by a judgment lien or other non-consensual lien, 

levy or attachment.  The Superpriority Claim granted in this paragraph shall be subject and 

subordinate in priority of payment only to the Carve-Out (as defined in paragraph [10] hereof).   
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9. Wind Down DIP Lender’s Lien Priority. 

(a) To secure the Wind Down DIP Obligations, the Wind Down DIP Lender 

is hereby granted, effective on the Initial Draw Date: 

(i) under section 364(d)(1) of the Bankruptcy Code, a first priority, 

fully perfected security interest in, and priming lien on (the “Priming Liens”), all of the 

Collateral that is subject to a Lien (as defined in the Wind Down DIP Loan Agreement) as of the 

Initial Draw Date, such Priming Liens to be subject only to payment of the Carve Out; and 

(ii) under section 364(c)(2) of the Bankruptcy Code, a first priority, 

fully perfected security interest in, and first priority lien on (the “Unencumbered Property Liens” 

and collectively with the Priming Liens, the “Post-Petition Liens”), all of the Collateral that is 

not subject to a Lien as of the Initial Draw Date, subject only to payment of the Carve Out.    

(b) The Post-Petition Liens and the Superpriority Claim shall be effective on 

the Initial Draw Date; provided, however, that, the liens on and security interests in avoidance 

actions arising under chapter 5 of the Bankruptcy Code and the proceeds and all avoided 

payments resulting therefrom shall be effective only upon entry of the Final Order (as defined 

below).  The Post-Petition Liens are not subject to or junior the DE Shaw Liens, which will have 

been satisfied and released prior to the Initial Draw Date.   

(c) The Post-Petition Liens shall not at any time be (a) made subject or 

subordinated to, or made pari passu with any other lien or security interest existing as of the 

Initial Draw Date, or claim or created under sections 363 or 364(d) of the Bankruptcy Code or 

otherwise, or (b) subject to any lien or security interest that is avoided and preserved for the 

benefit of the Debtors’ estates under section 551 of the Bankruptcy Code. 
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(d) The Post-Petition Liens, when they become effective on the Initial Draw 

Date, shall be fully perfected liens and security interests, such that no additional steps need be 

taken by the Wind Down DIP Lender to perfect such interests.   

(e) The Post-Petition Liens, the Superpriority Claim and the other rights and 

remedies granted to the Wind Down DIP Lender under this Interim Order shall continue in this 

and in any superseding case or cases under the Bankruptcy Code and such liens and security 

interests shall maintain their first priority as provided in this Interim Order until all the Wind 

Down DIP Obligations have been indefeasibly satisfied in full in Subject Hercules Common 

Stock or in cash, and the Wind Down DIP Lender’s commitments have been terminated in 

accordance with the Wind Down DIP Loan Agreement. 

10. Priority Professional Expenses & UST/Clerk Fees Carve-Out. 

Notwithstanding anything to the contrary contained herein or in any Wind Down DIP 

Loan Document, the Superpriority Claim and the Post-Petition Liens granted to secure the Wind 

Down DIP Obligations shall be subject only to an amount (the “Carve Out”) sufficient for 

payment, following the occurrence and during the continuance of an Event of Default (as defined 

in the Wind Down DIP Loan Agreement), of (a) allowed professional fees and disbursements 

incurred by professionals (the "Professional Fees") retained by the Debtors, the Equity 

Committee and the Creditors’ Committee in an aggregate amount not to exceed $2,250,000, and 

(b) fees pursuant to 28 U.S.C. § 1930 and any fees payable to the clerk of the Bankruptcy Court.  

So long as no Event of Default has occurred, the Debtors shall be permitted to pay Professional 

Fees allowed and payable under 11 U.S.C. § 330 and § 331 to the extent such Professional Fees 

are specifically identified in the Wind Down Budget, and the payment shall not reduce the 

Carve-Out. 
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11. Use of Wind Down DIP Loan Proceeds and Restrictions on Use of Funds.  The 

proceeds from the Wind Down DIP Loans shall be used only for the purposes permitted under 

the Wind Down DIP Loan Agreement and, as applicable, must comply in all respects with the 

Wind Down Budget (subject to permitted Variances) and this Interim Order.  None of (a) the 

proceeds of the Wind Down DIP Loans, (b) the Collateral or proceeds thereof, and (c) the Cash 

Collateral shall be used by the Debtors, the Equity Committee, the Creditors’ Committee or any 

other person or entity in connection with the investigation, assertion and prosecution of, or 

joinder in, any claim, counterclaim, action, proceeding, application, motion, objection or other 

contested matter, the purpose of which is to seek any order, judgment, determination or similar 

relief:  (a) commencing or prosecuting any action asserting claims pursuant to sections 510, 542, 

544, 545, 547, 548, 549, 550, 551, 553(b) or 724(a) of the Bankruptcy Code or other cause of 

action (whether arising under state law, the Bankruptcy Code or other applicable law) of the 

Debtors against the Wind Down DIP Lender, in any capacity, with respect to any transaction, 

occurrence, omission, or action, including without limitation the validity and extent of the Wind 

Down DIP Obligations or the extent and validity of the Post-Petition Liens; (b) avoiding, setting 

aside, seeking to invalidate or subordinating, in whole or in part, the Post-Petition Liens; 

(c) preventing, binding or delaying (whether directly or indirectly) the Wind Down DIP Lender 

from taking any action in respect of their liens and security interests in the Collateral; or 

(d) requesting authorization to obtain post-petition loans or other financial accommodations 

pursuant to section 364(c) or (d) of the Bankruptcy Code, or otherwise, or use Cash Collateral 

pursuant to section 363(c) without the Wind Down DIP Lenders’ prior written consent, unless 

such loans or financial accommodations are sufficient and are used, immediately upon their 

effectiveness, to indefeasibly pay all Wind Down DIP Obligations in full in Subject Hercules 
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Common Stock or in cash and terminate the commitments in accordance with the Wind Down 

DIP Loan Agreement. 

12. Limitation On Surcharges.   

(a) No action, inaction, or acquiescence by the Wind Down DIP Lender shall 

be deemed to be or shall be considered as evidence of any alleged consent by the Wind Down 

DIP Lender to a charge against the Collateral pursuant to sections 506(c) or 105(a) of the 

Bankruptcy Code.  The Wind Down DIP Lender shall not be subject in any way whatsoever to 

the equitable doctrine of “marshaling” or any similar doctrine with respect to the Collateral. 

(b) Effective upon entry of the Final Order, no party shall be entitled, directly 

or indirectly, to charge the Collateral, whether by operation of sections 105, 506(c) or 552(b) of 

the Bankruptcy Code or otherwise. 

13. Additional Perfection Measures. 

(a) The Post-Petition Liens shall be perfected by operation of law 

immediately upon the Initial Draw Date.  Neither the Debtors nor the Wind Down DIP Lender 

shall be required to enter into deposit account control agreements, or to file or record financing 

statements, notices of lien or similar instruments in any jurisdiction, or obtain consents from any 

party-in-interest, or take any other action in order to validate and to perfect the Post-Petition 

Liens.  Notwithstanding the fact that the Subject Hercules Common Stock will be in the Escrow 

Account, the Wind Down DIP Lender shall have a valid and perfected lien on the Subject 

Hercules Common Stock in accordance with this Interim Order and the Wind Down Loan 

Documents. 
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(b) If the Wind Down DIP Lender, in its sole discretion, chooses to enter into 

deposit account control agreements, to file financing statements, notices of lien or similar 

instruments, or to otherwise record or perfect such security interests and liens: 

(i) all such documents shall be deemed to have been recorded and 

filed as of the Initial Draw Date and 

(ii) no defect in any such act shall affect or impair the validity, 

perfection and enforceability of the liens granted hereunder. 

14. Application of Collateral Proceeds.  To the extent required by this Interim Order 

and the Wind Down DIP Loan Documents, the Debtors are hereby authorized to remit to the 

Wind Down DIP Lender, collections on (in amounts as required in the Wind Down DIP Loan 

Agreement), and proceeds of, the Collateral, and all other cash or cash equivalents which shall at 

any time on or after the date of this Interim Order come into the possession or control of the 

Debtors, or to which Debtors shall become entitled at any time, and the automatic stay provisions 

of section 362 of the Bankruptcy Code are hereby modified to permit the Wind Down DIP 

Lender to retain and apply all collections, remittances and proceeds of the Collateral in 

accordance with this Interim Order, and the Wind Down Loan Documents. 

15. Access to Information.  The Debtors shall permit representatives, agents and/or 

employees of the Wind Down DIP Lender to have access to their books and records, upon 

reasonable notice, and shall cooperate, consult with, and provide to such persons all such non-

privileged information as required or allowed under the Wind Down Loan Documents. 

16. Cash Management Systems.  The Debtors are authorized to maintain their cash 

management system in a manner consistent with the Wind Down DIP Loan Documents and this 

Interim Order.  
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17. Automatic Stay Modified. 

(a) Subject to the provisions of subparagraphs (b) and (c) hereof, the 

automatic stay provisions of section 362 of the Bankruptcy Code hereby are, to the extent 

applicable, vacated and modified to the extent necessary: 

(i) upon the occurrence of an Event of Default (as defined in the Wind 

Down DIP Loan Agreement) or a default by any of the Debtors of any of their obligations under 

this Interim Order, and subject to three (3) business days prior written notice (the “Waiting 

Period”) to the Debtors, their counsel, counsel for the Equity Committee, counsel for the 

Creditors’ Committee and the U.S. Trustee, to exercise all rights and remedies provided for in 

the Wind Down DIP Loan Documents, this Interim Order or under other applicable bankruptcy 

and non-bankruptcy law to the extent permitted under the Wind Down DIP Loan Documents and 

this Interim Order without requiring prior authorization of this Court in order to exercise such 

rights and remedies; 

(ii) immediately upon the occurrence of an Event of Default or a 

default by any of the Debtors of any of their obligations under the Wind Down DIP Loan 

Documents, without providing any prior notice thereof (i) the Wind Down DIP Lender may 

charge interest at the default rate set forth in the Wind Down DIP Loan Agreement, (ii) the Wind 

Down DIP Lender shall have no further obligation to provide financing under the Wind Down 

DIP Loan Documents, this Interim Order or otherwise and may, at its discretion, terminate all 

commitments with respect to the Wind Down DIP Loans, and (iii) any authorization to use Cash 

Collateral shall terminate. 

(b) During the Waiting Period, the Debtors shall not use any Cash Collateral 

or any Wind Down DIP Loan proceeds to pay any expenses without the consent of the Wind 
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Down DIP Lender.  The Debtors, the Equity Committee, the Creditors’ Committee and/or the US 

Trustee shall have the burden of proof at any hearing on any request by them to re-impose or 

continue the automatic stay of section 362(a) of the Bankruptcy Code or to obtain any other 

injunctive relief, and the only issue that may be raised at any such hearing shall be whether, in 

fact, an Event of Default or default under this Interim Order or under the Wind Down DIP Loan 

Agreement has occurred and is continuing. 

(c) This Court shall retain exclusive jurisdiction to hear and resolve any 

disputes and enter any orders required by the provisions of this Interim Order and relating to the 

application, re-imposition or continuance of the automatic stay of section 362(a) of the 

Bankruptcy Code, or other injunctive relief requested. 

18. Binding Nature of Agreement.  The Wind Down DIP Loan Documents to which 

the Debtors are or will become a party, shall constitute legal, valid and binding obligations of the 

Debtors party thereto, enforceable in accordance with their terms.  The rights, remedies, powers, 

privileges, liens and priorities of the Wind Down DIP Lender provided for in this Interim Order 

and in the Wind Down DIP Loan Documents shall not be modified, altered or impaired in any 

manner by any subsequent order (including a confirmation order) or by any plan of 

reorganization or liquidation in these Chapter 11 Cases or in any subsequent case under the 

Bankruptcy Code unless and until the Wind Down DIP Obligations have first been indefeasibly 

paid in full in Subject Hercules Common Stock or in cash and completely satisfied and the 

commitment terminated in accordance with the Wind Down DIP Loan Agreement.  The Wind 

Down DIP Loan Documents and the provisions of this Interim Order shall be binding upon the 

Wind Down DIP Lender, the Debtors, and each of their respective successors and permitted 
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assigns, including, without limitation, any trustee, responsible officer, or representative, or 

similar person appointed in a case for any Debtor under any chapter of the Bankruptcy Code. 

19. Subsequent Reversal or Modification.  This Interim Order is entered pursuant to 

section 364 of the Bankruptcy Code and Bankruptcy Rules 4001(b) and (c), granting the Wind 

Down DIP Lender all protections afforded by section 364(e) of the Bankruptcy Code.  If any or 

all of the provisions of this Interim Order are hereafter reversed, modified, vacated or stayed, that 

action will not affect (i) the validity of any obligation, indebtedness or liability incurred 

hereunder by any of the Debtors to the Wind Down DIP Lender prior to the date of receipt by the 

Wind Down DIP Lender of written notice of the effective date of such action or (ii) the validity 

and enforceability of any lien or priority authorized or created under this Interim Order or 

pursuant to the Wind Down DIP Loan Documents.  Notwithstanding any such reversal, stay, 

modification or vacatur, any post-petition indebtedness, obligation or liability incurred by any of 

the Debtors to the Wind Down DIP Lender prior to written notice to the Wind Down DIP Lender 

of the effective date of such action shall be governed in all respects by the original provisions of 

this Interim Order, and the Wind Down DIP Lender shall be entitled to all the rights, remedies, 

privileges and benefits granted herein and in the Wind Down DIP Loan Documents with respect 

to all such indebtedness, obligations or liability. 

20. Prohibition.  Except as provided in the Wind Down DIP Loan Documents and/or 

this Interim Order, the Debtors shall be and hereby are, prohibited from applying to the Court for 

an order authorizing the use of any Cash Collateral or other cash comprising Collateral, except in 

accordance with the Wind Down DIP Loan Agreement and this Interim Order. 

21. Conversion/Dismissal.  No order dismissing or converting these Chapter 11 Cases 

under sections 305 or 1112 of the Bankruptcy Code, or appointing a chapter 11 trustee, shall be 

Case 11-20089   Document 634-5   Filed in TXSB on 04/22/11   Page 21 of 24



DLI-6351774v8 22 

entered on motion filed by any of the Debtors for any such relief unless and until (i) the Wind 

Down DIP Obligations are indefeasibly paid in full in Subject Hercules Common Stock or in 

cash, and the commitments under the Wind Down DIP Loan Agreement are terminated in 

accordance with such Wind Down DIP Loan Agreement or (ii) the Wind Down DIP Lender 

expressly consents to such requested relief in writing.  If an order dismissing any of these cases 

under sections 305 or 1112 of the Bankruptcy Code or otherwise is at any time entered, such 

order shall provide that (i) the Post-Petition Liens, the Superpriority Claim granted hereunder 

and the Wind Down DIP Loan Agreement shall continue in full force and effect, shall remain 

binding on all parties-in-interest and shall maintain their priorities as provided in this Interim 

Order until all Wind Down DIP Obligations are indefeasibly paid in full in Subject Hercules 

Common Stock or in cash and the commitments under the Wind Down DIP Loan Agreement are 

terminated in accordance with such Wind Down DIP Loan Agreement, and (ii) this Court shall 

retain jurisdiction, notwithstanding such dismissal, for purposes of enforcing the Post-Petition 

Liens and the Superpriority Claim. 

22. Priority of Terms.  Prior to entry of the Final Order, to the extent of any conflict 

between or among (a) the express terms or provisions of any of the Wind Down DIP Loan 

Documents, the Motion, any other order of this Court, or any other agreements, on the one hand, 

and (b) the terms and provisions of this Interim Order, on the other hand, unless such term or 

provision herein is phrased in terms of “as defined in” or “as more fully described in” the Wind 

Down DIP Loan Documents, the terms and provisions of this Interim Order shall govern. 

23. No Third Party Beneficiary.  Except with respect to the Wind Down DIP Lender 

or any of its delegates, successors and permitted assigns, and as otherwise expressly provided in 
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the Wind Down DIP Loan Agreement, no rights are created hereunder for the benefit of any third 

party, any creditor or any direct, indirect or incidental beneficiary. 

24. Survival.  Except as otherwise provided herein, unless and until all Wind Down 

DIP Obligations are indefeasibly paid in full in Subject Hercules Common Stock or in cash, and 

the commitments under the Wind Down DIP Loan Agreement are terminated in accordance with 

such Wind Down DIP Loan Agreement, (a) the protections afforded to the Wind Down DIP 

Lender under this Interim Order, and any actions taken pursuant thereto shall survive the entry of 

an order (i) confirming a plan of reorganization or liquidation; (ii) dismissing any of these cases 

or (iii) converting any of these cases into a case pursuant to chapter 7 of the Bankruptcy Code 

and (b) the Post-Petition Liens and the Superpriority Claim shall continue in the Chapter 11 

Cases, in any such successor case or after any such dismissal.  Except as otherwise provided 

herein, the Post-Petition Liens shall maintain their validity and priority as provided by this 

Interim Order or the Final Order and cannot be modified, altered or impaired in any way by 

(i) any other financing, extension of credit, incurrence of indebtedness, except with respect to 

any additional financing to be provided by the Wind Down DIP Lender in accordance with the 

Final Order, (ii) any conversion of any of these Chapter 11 Cases into a case pursuant to chapter 

7 of the Bankruptcy Code or dismissal of any of these Chapter 11 Cases, or (iii) any act or 

omission until the Wind Down DIP Obligations are indefeasibly paid in full in Subject Hercules 

Common Stock or in cash. 

25. Final Hearing Date.  The Final Hearing to consider the entry of the Final Order 

approving the relief sought in the Motion shall be held on May __, 2011 at __:00 _.m. (as the 

same may be adjourned or continued by the Court) before the Honorable Richard S. Schmidt, 

United States Bankruptcy Judge, United States Courthouse, 1133 North Shoreline Boulevard, 
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Corpus Christi, Texas 78401.  The Debtors shall promptly mail copies of this Interim Order and 

notice of the Final Hearing to the Notice Parties.  Any objection to the relief sought at the Final 

Hearing shall be made in writing setting forth with particularity the grounds thereof, and filed 

with the Court and served so as to be actually received no later than five (5) days prior to the 

Final Hearing by the following:  (i) counsel to the Debtors, Fulbright & Jaworski L.L.P., 1301 

McKinney, Suite 5100, Houston, Texas 77010 (Attn:  Berry D. Spears and Johnathan C. Bolton) 

and (ii) counsel to Hayman Capital Master Fund, L.P., Jones Day, 717 Texas Street #3300, 

Houston, Texas 77002, Attn:  Tom A. Howley. 

26. Entry of Order; Effect.  This Interim Order shall take effect immediately upon 

entry hereof, notwithstanding the possible application of FED. R. BANKR. P. 6004(g), 7062, 9014, 

or otherwise, and the Clerk of the Court is hereby directed to enter this Interim Order on the 

Court’s docket in these cases. 

27. Binding Effect of Order.  The terms of this Interim Order shall be binding on any 

trustee appointed under chapter 7 or chapter 11 of the Bankruptcy Code. 

Dated: April 25, 2011 
 Corpus Christi, Texas. 
 

 __________________________________________ 
 UNITED STATES BANKRUPTCY JUDGE 
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