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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 
 
In re: 
 
TRANSCOASTAL CORPORATION 
CORETERRA OPERATING, LLC 
 
 Debtors. 

§
§ 
§ 
§ 
§ 
§ 

Chapter 11 
 
Case No. 15-34956-hdh-11 
Case No. 15-34957-hdh-11 
 
Joint Administration Pending 
 

DECLARATION OF STUART G. HAGLER, CHIEF EXECUTIVE OFFICER OF 
TRANSCOASTAL CORPORATION AND CORETERRA OPERATING, LLC 

IN SUPPORT OF FIRST DAY MOTIONS 
 

Pursuant to 28 U.S.C. § 1746, I, Stuart G. Hagler, hereby submit this declaration (the 

“Declaration”) under penalty of perjury: 

1. I am the Chief Executive Officer of TransCoastal Corporation (“TC-TX”), a 

corporation organized under the laws of the state of Texas and a debtor and debtor in possession 

in the above-captioned Chapter 11 cases of TC-TX and CoreTerra Operating, LLC 

(“CoreTerra”) as debtors and debtors in possession (collectively, the “Debtors”).  In such 

capacity, I am familiar with the Debtors’ businesses, day-to-day operations and financial affairs. 

2. I submit this declaration (the “Declaration”) to assist the Court and other parties-

in-interest in understanding the circumstances that compelled the commencement of these 

Chapter 11 cases (the “Chapter 11 Cases”) and in support of (i) the Debtors’ voluntary petitions 

for relief under Chapter 11 Bankruptcy Code filed on the date hereof (the “Petition Date”) and 

(ii) the relief, in the form of motions, that the Debtors have requested of the Court (the “First-

Day Motions”). Any capitalized term not expressly defined herein shall have the meaning 

ascribed to that term in the relevant First-Day Motion. 

3. Except as otherwise indicated, all facts set forth in this Declaration are based upon 

my personal knowledge, my discussions with other members of the Debtors’ senior management 

Case 15-34956-hdh11 Doc 4 Filed 12/08/15    Entered 12/08/15 16:04:27    Page 1 of 29



 

15438262_9 2 

and other of the Debtors’ professional advisors, including Haynes and Boone, LLP (“Haynes and 

Boone”) and BlackHill Partners, LLC (“BlackHill”), and upon my experience, knowledge and 

information concerning the Debtors’ operations, financials and the oil and gas industry generally.  

If I were called to testify, I would testify competently to the facts set forth in this Declaration.  I 

am authorized to submit this Declaration on behalf of the Debtors. 

4. I have reviewed and am familiar with the contents of each of the First Day 

Motions, and I believe that the approval of the relief requested therein is necessary to minimize 

disruption to the Debtors’ business operations so as to permit an effective transition into chapter 

11, preserve and maximize the value of the Debtors’ estates and, ultimately, achieve a successful 

reorganization.  I also believe that, absent immediate access to encumbered cash collateral and 

the ability to continue conducting ordinary course business operations as sought as described in 

detail in the First Day Motions, the Debtors would suffer immediate and irreparable harm to the 

detriment of the Debtors’ estates. 

5. To familiarize this Court with the Debtors, their business, and the relief sought by 

the Debtors to facilitate this prepackaged restructuring, I have organized this Declaration as 

follows.  Section I provides an overview of the Debtors’ corporate history, prepetition 

organizational structure, capital structure, and current operations.  Section II describes the events 

and circumstances leading to the commencement of these Chapter 11 Cases.  Section III 

describes the proposed Prepackaged Plan filed contemporaneously with this Declaration and the 

related prepetition solicitation process.  Section IV summarizes the relief requested in, and the 

facts supporting, each of the First Day Motion. 
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Background 

I. The Debtors’ Prepetition Organizational and Capital Structure 

6. TC-TX is a Texas corporation headquartered in Dallas, Texas.  TransCoastal 

Corporation, a Delaware corporation (“TC-DE”), holds approximately 98.3% of the equity in 

TC-TX.  Approximately eighty-five separate shareholders hold the remaining 1.7% of equity in 

TC-TX. 

7. CoreTerra is a Texas limited liability company located in Pampa, Texas and a 

wholly owned subsidiary of TC-TX. 

A. The Debtors’ Prepetition Capital Structure 

8. On May 19, 2011, TC-TX entered into that certain Loan Agreement (as amended, 

supplemented, or otherwise modified from time to time, the “Prepetition Loan Agreement”) 

between TC-TX, as borrower, TransCoastal Partners LLC, a Texas limited liability company 

(“TCP”), Green Bank, N.A. (“Green Bank”) as administrative agent, and the financial 

institutions party thereto from time to time (the “Senior Lender”). 

9. On or around February 2015, Melody Business Finance, LLC (“Melody” or 

“Administrative Agent”) became the successor to Green Bank under the Loan Agreement by 

purchase and assignment. 

10. Pursuant to the Prepetition Loan Agreement, TC-TX is indebted to the Senior 

Lender in the approximate amount of $21,333,232.20 as of the Petition Date (the “Prepetition 

Indebtedness”).  TC-TX’s obligations under the Prepetition Loan Agreement are secured by 

substantially all the assets of TC-TX.  CoreTerra guaranteed TC-TX’s obligations under the 

Prepetition Loan Agreement, and CoreTerra’s obligations under the guaranty are secured by 

substantially all of its assets. TC-DE guaranteed all obligations under the Prepetition Loan 

Agreements arising on or after execution of the Tenth Amendment to Loan Agreement and 
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Forbearance Agreement (as defined below). TC-DE’s obligations under the guarantee are 

secured by TC-DE’s equity ownership in TC-TX.  In addition, certain officers and directors of 

TC-TX (the “Individual Guarantors”)1 have guaranteed TC-TX’s obligations under the 

Prepetition Loan Agreement by executing the Individual Guaranties. 

B. Trade Creditors 

11. The Debtors utilize an assortment of vendors in the ordinary course of business, 

such as drilling contractors, labor and repair contractors, parts and equipment suppliers, pipeline 

companies, heavy machinery and equipment rentals, hydrocarbon transporters, chemical and 

surfactant suppliers, contractor laborers and professionals, and employee benefits providers.  As 

of the Petition Date, CoreTerra owes approximately $56,217 to trade creditors. 

C. Royalties, Overriding Royalty Interests and Severance Taxes 

12. The Debtors are the operator, and in almost all cases the only working interest 

owner, on their oil and gas leases (collectively, the “Leases”).2  Pursuant to their oil and gas 

leases, lessors of oil and gas producing properties (the “Royalty Interest Owners”) are entitled to 

receive a share of the production from producing wells located on their respective Leases or 

other Leases and properties pooled or unitized therewith, free of the expenses of production 

(collectively, “Royalties”).  With the exception of the Savell Overriding Royalty Interests 

(discussed below), the Debtors’ are current on all obligations related to Royalties and Overriding 

Royalty Interests as of the Petition Date. Additionally, with the exception of the Savell 

Severance Taxes (discussed below), all severance taxes due to Texas tax authorities for oil and 

gas production are current as of the Petition Date. 

                                                 
1 The Individual Guarantors are Stuart Hagler, David May and W.A. Westmoreland. 
2 The Debtors are parties to only one joint operating agreement with respect to one oil and gas lease; however, that 
property has not had any production for more than five years. 
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D. The Debtors’ Current Operations 

13. TC-TX is an oil and gas exploration and development company with strategic 

focus on the development of oil and gas reserves in Texas.  TC-TX’s revenue comes from the 

sale of the hydrocarbons it produces and to a small extent from the trading of oil and gas 

properties.  TC-TX has acquired or divested over 150 wells, and has over 200 undeveloped 

locations on over 6000 acres of leased oil and gas property located primarily in Stephens, 

Montague, Gray, Carson, and Hutchison counties in West Texas.  In addition to maintaining 

daily operations on its producing wells, TC-TX also drills new wells, rehabilitates old wells and 

actively engages in locating additional oil and gas leases.  TC-TX’s strategy is driven by 

exploitation opportunities of proven yet underdeveloped mature oil and gas fields, which possess 

long-life reserve potential with low risk development opportunities.  Eighty percent (80%) of the 

Debtors operations are located in the Pampa region. 

14. CoreTerra is a licensed and bonded oil and gas operator in Texas and is registered 

with the Texas Railroad Commission.  CoreTerra is responsible for drilling and maintaining 

production for all of TC-TX’s oil and gas properties. 

15. As of the Petition Date, TC-TX employs two salaried employees and CoreTerra 

employs one salaried employee (the “Salaried Employees”) and CoreTerra employs thirteen 

hourly wage employees (the “Hourly Employees” and together with the Salaried Employees, the 

“Employees”).  The Debtors are not a party to any collective bargaining agreements and have not 

experienced any strikes or work stoppages. The Debtors utilize the services of independent 

contractors to perform various field and other services. 

16. As of June 30, 2015, the Debtors’ unaudited consolidated financial statements 

reflected $866,000 of revenue for the prior 6-month period. 
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II. Events Leading to Chapter 11 and Agreements Regarding Restructuring 

17. As oil prices have declined and access to capital has deteriorated, many E&P 

companies have been forced to reduce their capital expenditure budgets, focus efforts on 

managing liquidity, and address outstanding debt obligations.  TC-TX has not been spared from 

these same difficulties and as a result has seen reductions in operating cash flow and a 

deteriorating working capital position.  These operational difficulties resulted in a number of 

events of default under the Prepetition Loan Agreement, beginning in 2014.  TC-TX’s prior 

events of default under the Prepetition Loan Agreement have included a failure to maintain 

certain financial covenants and debt service covenants, including by failing to make payments 

with respect to principal owed in accordance with the terms of the Prepetition Loan Agreement 

on November 1, 2014, December 1, 2014, January 1, 2015, February 1, 2015, March 1, 2015, 

April 1, 2015, and May 1, 2015. 

18. On February 20, 2015, TC-TX entered into a forbearance agreement with Melody 

in conjunction with Melody’s assumption of the Prepetition Loan Agreement from Green Bank, 

N.A.  Melody, as Senior Lender, agreed to forbear from exercising its rights or remedies under 

the Prepetition Loan Agreement related to TC-TX’s existing events of default or anticipated 

events of default.  In exchange for this forbearance, TC-TX agreed to certain modifications of 

the interest rates and governing law under the Prepetition Loan Agreement.  Additionally, TC-

TX agreed that it would use its best efforts to explore potential restructuring avenues and, 

ultimately, reach an agreement on terms for its restructuring that were acceptable to the Senior 

Lender.  In the event that TC-TX was unable to consummate a restructuring within the 

forbearance period, TC-TX would be required to pay the Senior Lender a non-refundable closing 

fee of $2 million and to pay all reasonable professional fees and expenses of the Senior Lender 

and its counsel.  An additional forbearance agreement, entered into as of April 2, 2015, further 
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extended the maturity date of the Prepetition Loan Agreement to June 1, 2015.  The additional 

forbearance agreement allowed additional time for the Debtors to explore opportunities for a 

potential restructuring.  During that time, the Debtors pursued other restructuring alternatives, 

meeting with approximately thirty different parties with some interest in either financing a 

restructuring or purchasing equity or assets. 

19. Ultimately, the Debtors determined that it was in the best interests of all 

stakeholders to pursue a restructuring path whereby the Senior Lender’s secured claims against 

the Debtors would be resolved through a combination of equity and debt in a restructured entity 

with a more sustainable capital structure going forward.  During these negotiations, the Debtors 

and Melody engaged in discussions with TC-DE’s junior lender on a structure whereby the 

junior lender would have the opportunity to receive debt and equity instruments in a reorganized 

TC-TX.  Those discussions ended without agreement with the junior lender, and the Debtors and 

Melody ultimately determined that the best restructuring path was the Prepackaged Plan. 

20. On October 9, 2015, the Debtors entered into that certain Tenth Amendment to 

Loan Agreement and Forbearance Agreement (the “Amendment and Forbearance Agreement”) 

with the Administrative Agent for the benefit of the Senior Lender. 

21. On October 9, 2015, the Debtors entered into that certain Tenth Amendment to 

Loan Agreement and Forbearance Agreement (the “Tenth Amendment and Forbearance 

Agreement”) with the Administrative Agent for the benefit of the Senior Lender.  The Tenth 

Amendment and Forbearance Agreement acknowledges that TC-TX is in default under the 

Prepetition Loan Agreement, and provides that the Senior Lender will forbear from exercising its 

rights and remedies under the Prepetition Loan Agreement and related documents (collectively, 

the “Loan Documents”) and agree to certain amendments of the Loan Documents. 
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22.  Under the Tenth Amendment and Forbearance Agreement, the Senior Lender 

agreed to advance up to $1,500,000 in new funds to TC-TX in order to accomplish the 

consensual restructuring contemplated by the Restructuring Support Agreement (defined below).  

The advancement of additional funds and agreement to forbear from exercising remedies under 

the Prepetition Loan Agreement embodied in the Tenth Amendment and Forbearance Agreement 

required that TC-TX and CoreTerra enter into several additional agreements, including but not 

limited to, a restructuring support agreement embodying the consensual restructuring of TC-TX 

and CoreTerra, a new promissory note, amended security agreements, and a new security 

agreement with TC-DE. 

23. On October 9, 2015, TC-TX provided a Note (the “Promissory Note”) to Melody 

for the aggregate unpaid principal amount of all loans made by the Senior Lender to TC-TX 

under the Prepetition Loan Agreement, including those funds advanced pursuant to the Tenth 

Amendment and Forbearance Agreement. The Promissory Note replaced, substituted for, and 

superseded all existing notes there were previously assigned to Melody by Green Bank, N.A.  On 

October 9, 2015, TC-TX entered into an amendment and restatement its security agreement (the 

“TC-TX Amended Security Agreement”) with Melody as the agent on behalf of certain 

beneficiaries, including the Senior Lender. 

24. On October 9, 2015, CoreTerra also entered an Amended and Restated Security 

Agreement (the “CoreTerra Amended Security Agreement”) with Melody as the agent on behalf 

of certain beneficiaries, including the Senior Lender. 

25. Contemporaneously, TC-DE entered into a security agreement pledging, among 

other things, its equity interest in TC-TX as security for TC-TX’s obligations under the 

Prepetition Loan Agreement incurred on or after execution of the Tenth Amendment and 
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Forbearance Agreement as consideration for the additional funds advanced under the Tenth 

Amendment and Forbearance Agreement and the other direct and indirect benefits received in 

connection with the Tenth Amendment and Forbearance Agreement. 

26. On October 9, 2015, the Individual Guarantors executed ratifications of the 

Individual Guaranties, confirming and agreeing that the Individual Guaranties continued to be in 

full force and effect under the Prepetition Loan Agreement. 

27. On October 9, 2015, TC-DE, TC-TX, CoreTerra, and Melody also entered into a 

restructuring support agreement (together with the “Term Sheet” appended thereto, the 

“Restructuring Support Agreement”).  The Restructuring Support Agreement sets forth the terms 

of the consensual restructuring of the secured debt under the Prepetition Loan Agreement that 

would maintain the Debtors’ operations and allow for the payment of employees, vendors and 

other operating expenses in full and in the ordinary course of the Debtors’ business.  The 

Restructuring Support Agreement contemplates restructuring the Debtors’ secured obligations in 

the manner set forth in the Prepackaged Plan. 

28. The Restructuring Support Agreement contained various milestones in connection 

with the consensual restructuring.  Among others, the Restructuring Support Agreement 

provided that (i) the Debtors were to commence the solicitation of votes on the Plan (the 

“Solicitation Period”) no later than thirty (30) days after entry into the Restructuring Support 

Agreement, (ii) the Debtors were to complete the Solicitation Period with the receipt of sufficient 

votes to confirm the Plan no later than thirty-five (35) days after entry into the Restructuring 

Support Agreement, and (iii) these prepackaged Chapter 11 Cases were to be commenced within 

one (1) business day after completion of the Solicitation Period.  On November 11, 2015, 

Melody agreed to extend certain of these milestones including, among other things, that these 
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prepackaged Chapter 11 Cases were to be commenced no later than November 30, 2015.  On 

December 1, 2015, Melody again agreed to extend certain of the milestones including among 

other things, that these prepackaged Chapter 11 Cases were to be commenced no later than 

December 4, 2015.  On December 7, 2015, Melody further agreed to extend certain of the 

milestones including, among other things, that these prepackaged Chapter 11 Cases were to be 

commenced no later than December 8, 2015. 

III. The Prepackaged Plan and Solicitation 

A. The Prepackaged Plan 

29. The Joint Prepackaged Plan of Reorganization for TransCoastal Corporation 

and CoreTerra Operating, LLC Under Chapter 11 of the United States Bankruptcy Code (the 

“Prepackaged Plan”) embodies the Restructuring Support Agreement, a copy of which is 

attached as Exhibit 3 to the Disclosure Statement Under 11 U.S.C. § 1125 in Support of the Joint 

Prepackaged Plan of Reorganization for TransCoastal Corporation and CoreTerra Operating, 

LLC Under Chapter 11 of the United States Bankruptcy Code (the “Disclosure Statement”), that 

will (i) reduce the Debtors’ total debt by approximately eighty-five percent (85%), (ii) provide 

access to up to an additional $4 million, in new capital to run the Debtors’ businesses and fund 

necessary capital expenditures, and (iii) pay all administrative, priority and general unsecured 

claims in full. 

30. Specifically: 

- Approximately $21 million of loans and obligations outstanding under the 

Prepetition Loan Agreement will be converted into (i) 100% of the new equity in the reorganized 

TC-TX, and (ii) 100% of the new exit facility term loan in full and final satisfaction of the 

claims, liens, and rights of the Senior Lender against the Debtors arising under or in connection 

with the Prepetition Loan Agreement. 
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- General unsecured claims will be unimpaired and either paid in the ordinary 

course of business or as soon as reasonably practicable after the effective date of the 

Prepackaged Plan or the date that such general unsecured claim is allowed in the Chapter 11 

Cases. 

- All prepetition equity interests in TC-TX will be extinguished and existing equity 

will not receive or retain any property under the Prepackaged Plan. 

- Reorganized TX-TC will retain its equity interests in reorganized CoreTerra. 

B. Solicitation 

31. On or about December 1, 2015, prior to filing the Chapter 11 Cases, the Debtors 

caused a copy of the Prepackaged Plan, the Disclosure Statement, and the appropriate ballots to 

be delivered to the Senior Lender, as the holder of the only impaired, voting claims under the 

Prepackaged Plan.  The Debtors established December 3, 2015, at 4:00 p.m. (prevailing Central 

Time) as the deadline for the receipt of votes to accept or reject the Prepackaged Plan. 

32. The Senior Lender returned its votes accepting the Senior Lender’s treatment 

under Classes 1A and 1B of the Prepackaged Plan on December 2, 2015. 

IV. Summary of First Day Motions 

33. The Debtors have requested a variety of relief in the First Day Motions to 

minimize the adverse effects of the commencement of these Chapter 11 Cases on their 

businesses and to ensure that the Debtors can implement their Prepackaged Plan with limited 

disruption to operations. 

34. Motion for Joint Administration of Chapter 11 Cases (“Joint Administration 

Motion”).  On the Petition Date, each of the Debtors filed a Joint Administration Motion in their 

respective Chapter 11 Cases, requesting joint administration of the Chapter 11 Cases for 

procedural purposes only.  The Debtors operate as an integrated business with common 
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ownership and control.  TC-TX is the direct parent and wholly owns CoreTerra.  Additionally, 

each of the Debtors is directly liable for, or a guarantor of, the outstanding obligations under the 

Prepetition Loan Agreement that the Debtors seek to restructure as part of the Chapter 11 Cases.  

As a result, many of the motions, hearings and orders that will arise in the Chapter 11 Cases will 

affect both Debtors. 

35. Additionally, I believe joint administration of the Chapter 11 Cases will provide 

significant administrative convenience and that entry of an order directing joint administration of 

the Chapter 11 Cases will reduce fees and costs by avoiding duplicative filings and objections.  

Joint administration will also allow all parties to monitor the Chapter 11 Cases with greater ease 

and efficiency. 

36. I do not believe that joint administration will give rise to any conflict of interest 

among the Debtors’ estates, nor will joint administration adversely affect the Debtors’ respective 

constituencies because the Joint Administration Motions request only administrative, not 

substantive, consolidation of the Debtors’ cases.  I do not believe that parties in interest will be 

harmed by the relief requested but, instead, will benefit from the cost reductions associated with 

joint administration of the Chapter 11 Cases.  Therefore, on behalf of the Debtors, I respectfully 

request that the Court grant the Joint Administration Motions. 

37. Debtors’ Emergency Motion for Order (i) Authorizing the Mailing of Notices, 

(ii) Establishing a Bar Date for Filing Proofs of Claim, (iii) Establishing Ramifications for 

Failure to Timely File Claims; (iv) Approving Consolidated Notice of (a) Case 

Commencement and (b) Bar Date, and (v) Approving Notice Procedures.  The Debtors request, 

pursuant to Bankruptcy Code § 105(a):  (i) authority for Haynes and Boone, LLP (“Haynes and 

Boone”), proposed counsel to the Debtors, to serve notices in these cases; (ii) authority to 
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establish a bar date to file proofs of claims pursuant to Standing Order 97-4 of the Bankruptcy 

Court for the Northern District of Texas; (iii) establishing ramifications for failure to comply 

with such bar date; (iv) approving a proof of claim form and consolidated notice of (a) case 

commencement and (b) bar date; and (v) approving certain procedures for notifying creditors of 

the commencement of these Chapter 11 Cases. 

38. Pursuant to 28 U.S.C. § 156(c), the Court is empowered to use outside facilities or 

services to provide notices and other administrative information to parties-in-interest when the 

Debtors pay the costs out of the estates’ assets.  Prior to the Petition Date, the Debtors prepared a 

comprehensive list of creditors and parties-in-interest (the “Mailing Matrix”).  The Debtors 

propose that, pursuant to Bankruptcy Code § 342(a) and Federal Rules of Bankruptcy Procedure 

2002(a) and (f), Haynes and Boone will mail the notice of commencement of these Chapter 11 

Cases to the parties identified in the Mailing Matrix, and will mail other notices in these cases.  

Haynes and Boone will also publish notification of the commencement of the Chapter 11 Cases 

and related deadlines for filing proofs of claim and objections to the Prepackaged Plan in the 

WSJ-Southwest Edition, Dallas Morning News, Pampa News, and Amarillo Globe-News. 

39. I believe that the relief requested in this Motion is appropriate in these Chapter 11 

Cases to provide adequate notice to all parties-in-interest. 

40. Debtors’ Emergency Motion for an Order, Pursuant to Bankruptcy Code 

§§ 105(a) and 363(b), (i) Authorizing the Debtors to Pay Certain Prepetition Obligations on 

Account of Royalties, Overriding Royalty Interests, and Severance Taxes and (ii) Authorizing 

Banks to Honor and Process Related Checks and Electronic Transfers (the “Royalties 

Motion”).  In the Royalties Motion, the Debtors are requesting entry of an Order (a) authorizing, 

but not directing, the Debtors, in their discretion, to pay the Obligations for royalties, overriding 
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royalties and severance taxes, and (b) authorizing the Debtors’ banks to honor and process 

related checks and electronic transfers related to such Obligations. 

41. The Debtors are seeking authority, consistent with their ordinary business 

practices, to satisfy all Obligations to pay Royalties, overriding royalties, Severance Taxes, 

including without limitation, the Royalties from the Pugh Wells, the Montague Lease Payment, 

the Royalties for the Savell Overriding Royalty Interests, and the Savell Severance Taxes.  As of 

the Petition Date, the Debtors are current on all of these Obligations except for the Savell 

Overriding Royalty Interests and the Savell Severance Taxes.  The Savell Overriding Royalty 

Interests came due in September 2015, but the Debtors have not as yet paid Savell Overriding 

Royalty Interest Holders.  The Debtors have likewise not yet paid the Savell Severance Taxes 

that came due on November 30, 2015. 

42. I believe that payment of the Obligations is necessary to maintain the Debtors’ 

rights under the Leases and ensure that their operations continue on an uninterrupted basis, as the 

related revenues represent substantially all of the Debtors’ operating income and are at the core 

of their business.  I believe that the relief requested in the Royalties Motion is in the best 

interests of the Debtors’ estates and will enable the Debtors to continue to operate their 

businesses in Chapter 11 without disruption to avoid immediate and irreparable harm to the 

Debtors’ estates.  Accordingly, on behalf of the Debtors, I respectfully submit that the Court 

should approve the Royalties Motion. 

43. Debtors’ Emergency Motion for an Order (i) Authorizing Continued Use of 

Existing Business Forms and Records, (ii) Authorizing Maintenance of Existing Corporate 

Bank Accounts and Cash Management System, and (iii) Waiving Certain U.S. Trustee 

Requirements (the “Cash Management Motion”).  In the Cash Management Motion, the 
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Debtors request, pursuant to Bankruptcy Code §§ 105(a), 345(b), 363(c), 364(a), 1107 and 1108, 

the entry of an order: (i) authorizing the Debtors to continue using their existing business forms 

and records; (ii) authorizing the Debtors to maintain the Bank Accounts and Cash Management 

System; and (iii) granting the Debtors a waiver of certain bank account and related requirements 

of the Office of the United States Trustee for the Northern District of Texas (the “U.S. Trustee”) 

and Bankruptcy Code § 345(b) to the extent that such requirements are inconsistent with (a) the 

Debtors’ existing practices under their cash management system or (b) any action taken by the 

Debtors in accordance with any order granting this Motion or any other order entered in the 

Chapter 11 Cases. 

44. Prior to the Petition Date, in the ordinary course of business, the Debtors use the 

Cash Management System to efficiently collect, transfer, and disburse funds generated by its 

business operations.  TC-TX maintained three Bank Accounts:  

a. The Green Bank Lockbox Account through which TC-TX receives and 

processes check deposits for oil and gas sales revenues.  Approximately 75% 

of the Debtors’ revenues come through the Lockbox Account.  The funds in 

the Lockbox Account are swept daily into the Green Bank Corporate Account. 

b. The Green Bank Corporate Account is the master account through which TC-

TX funds all the withdrawals or payments for payroll payments to TC-TX’s 

employees, accounts payable, EFT, and other TC-TX expenses such as 

insurance, phones, rent, etc.  The Green Bank Corporate Account is primarily 

funded by daily sweeps from the Lockbox Account.  The Green Bank 

Corporate Account also receives some deposits directly from oil and gas sales.  

All funds originating from debt or equity issuances are also deposited into the 
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Green Bank Corporate Account.  The Green Bank Corporate Account is also 

used to transfer funds internally to the CoreTerra bank accounts. 

c. The ND (North Dallas) Savings Account is currently funded with 

approximately $250 and has not been used in several years.  The Debtors do 

not intend to use the current funds in the ND Savings Account or transfer any 

additional funds into the ND Savings Account. 

45. CoreTerra maintains three bank accounts: 

a. The Green Bank Pampa Account is the account used to facilitate payments for 

various invoices and operating expenses from the vendors in the area of the 

Company’s Pampa assets.  The Pampa Account is also the account CoreTerra 

uses to make employee payroll payments.  The Pampa Account is funded by 

the TC-TX Green Bank Corporate Account. 

b. The Green Bank Non-Pampa Account is the account CoreTerra uses to 

facilitate payments for various invoices and operating expenses from vendors 

in the area of the Company’s “non-Pampa” assets.  The Non-Pampa Account 

is funded by the TC-TX Green Bank Corporate Account. 

c. The Happy State Account is the petty cash account for small miscellaneous 

expenses relating to the operation of the CoreTerra office in Pampa, Texas. 

46. The Cash Management System has been in place since May 2011.  There is no co-

mingling with any other accounts.  There are no non-debtor affiliates with accounts. 

47. The Debtors’ Cash Management System constitutes an ordinary course, essential 

business practice providing significant benefits to the Debtors including, among other things, the 

ability to (i) control corporate funds, (ii) ensure the availability of funds when necessary, and (iii) 
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reduce costs and administrative expenses by facilitating the movement of funds and the 

development of more timely and accurate account balance information.  Any disruption of the 

Cash Management System could have a severe and adverse impact upon the Debtors’ 

reorganization efforts. 

48. Also, the Debtors’ operations would be severely harmed by the disruption, 

confusion, delay, and cost that would most certainly result from rigid compliance with the U.S. 

Trustee’s Guidelines for Chapter 11 Cases for Region VI (the “Guidelines”), which may require, 

as of the Petition Date, the closure of many of the Debtors’ prepetition bank accounts, the 

opening of new accounts, and the immediate printing of new checks with the full name of the 

relevant debtor in possession exactly as it appears on the voluntary petition as well as a “Debtor 

in Possession” and case number designation. 

49. The relief requested in this motion is vital to ensuring the Debtors’ seamless 

transition into bankruptcy.  Authorizing the Debtors to maintain their Cash Management System, 

as modified, will avoid many of the possible disruptions and distractions that could divert the 

Debtors’ attention from more pressing matters during the initial days of the Chapter 11 Cases.  I 

believe that the relief requested in the Cash Management Motion is in the best interests of the 

Debtors’ estates and creditors and is both necessary and appropriate to the efficient 

administration of these Chapter 11 Cases and the Debtors’ reorganization efforts. 

50. Debtors’ Emergency Motion for an Order Authorizing Debtors to (i) Pay 

Certain Prepetition Wages, Other Compensation and Reimbursable Employee Expenses and 

(ii) Continue Employee Benefits Programs (the “Wage and Benefits Motion”).  In the Wage 

and Benefits Motion, the Debtors seek authority under Bankruptcy Code §§ 105(a), 507(a)(4) 

and 507(a)(5) and Bankruptcy Rule 6003 to pay certain prepetition obligations owed to either 
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Employees or those who provide employee benefits, to honor and continue Employee 

Obligations and to authorize and direct financial institutions to receive, process, honor, and pay 

checks presented for payment and electronic payment requests relating to prepetition Employee 

Obligations. 

51. The Debtors pay Hourly Employees bi-weekly on Friday (unless such days fall on 

a holiday weekend, in which case the Debtor pays the Hourly Employee on the preceding 

Thursday).  Each payment the Debtors make to a Hourly Employee is with respect to work 

performed during the two weeks preceding the week of payment.  Hourly Employees received 

their last paycheck on November 27, 2015, which includes payments of all amounts owed 

through November 21, 2015. The gross amount of the Debtors’ average bi-weekly payroll for 

Wage Employees is $19,810. 

52. The Debtors pay Salaried Employees on the 1st day and the 15th day of each 

month.3   Each payment to a Salaried Employee is made with respect to the prior fifteen-day 

period.  Salaried Employees received their last paycheck on November 30, 2015, which includes 

payments of all amounts owed through November 30, 2015. The gross amount of the Debtors’ 

average two-week payroll for Salaried Employees is $12,090. 

53. The only prepetition wages and salaries owed to Employees are those that accrued 

during the period from November 27, 2015 through the Petition Date for Salary Employees and 

November 21, 2015 through the Petition Date for Hourly Employees.  Assuming that all checks 

to Employees have cleared, the Debtors estimate that as of the Petition Date, total prepetition 

wages and salaries (excluding expense reimbursements and vacation time) earned by the 

Employees and Officers prior to the Petition Date that have accrued and remain unpaid 

                                                 
3 If the 1st or 15th is a Holiday then the Salaried Employee is paid on the business day immediately preceding such 
holiday.  If the 1st or 15th is a Saturday, then the Salaried Employee is paid on the preceding Friday.  If the 1st or 
15th is a Sunday, then the Salaried Employee is paid on the following Monday.  
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(collectively, the “Wage Obligations”) total approximately $25,435 (and include amounts 

withheld for taxes and garnishments).  

54. During each applicable pay period, the Debtors routinely deduct certain amounts 

from Employees’ gross pay, including garnishments, child support, or similar deductions 

(collectively, the “Deductions”), which the Debtors then forward appropriately.  As of the 

Petition Date, the Debtors are not aware of any collected but not remitted Deductions 

(collectively, the “Unremitted Deductions”). 

55. In addition to the Deductions, the Debtors are required by law to withhold 

amounts from Employees’ wages that are related to federal, state, provincial, and local income 

taxes, including social security, Medicare taxes, and unemployment insurance, for remittance to 

the appropriate taxing authorities (collectively, the “Payroll Taxes”).  As with the Deductions, 

the Debtors deduct and remit all Payroll Taxes to the appropriate governmental entity. The 

Debtors are not aware of any collected but unremitted Payroll Taxes (collectively, the 

“Unremitted Payroll Taxes”). 

56. The Debtors seek authority to honor prepetition Wage Obligations, to pay 

prepetition Unremitted Deductions, if any, and to remit prepetition Unremitted Payroll Taxes, if 

any, to the appropriate governmental entity. 

57. The Debtors provide the Employees with vacation time and holidays (“Vacation 

and Other Time Off”). Vacation accrues at the beginning of each calendar year.  For the 

CoreTerra Employees, the amount of Vacation and Other Time Off is dependent upon an 

Employee’s length of employment.   If an Employee is terminated or resigns, such Employee is 

paid for any unused vacation time at the discretion of the Employee’s supervisor (the “Unused 

Vacation”).  The Debtors seek authority to honor their respective vacation and other leave 
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policies to all Employees in the ordinary course of Debtors’ business.  The Debtors also request 

authority to permit their Employees to use accrued vacation and other leave, and subject to the 

budget approved by the lenders in connection with the Debtors’ request for authority to use cash 

collateral and the terms and conditions thereof, the Debtors request authority to pay Employees 

for Unused Vacation in accordance with their prepetition policies. 

58. The Debtors also seek authority to reimburse employees for prepetition 

Reimbursable Expense that may be submitted post-petition in accordance with the Debtors’ 

established expense reimbursement policies. 

59. The Debtors maintain various employee benefit plans and policies for health care, 

dental, vision, and life insurance (collectively, and as discussed in more detail below, the 

“Employee Benefits Plans”).  All regular, full-time, Employees are eligible to receive health 

insurance through the Debtors’ PPO health insurance plan with BCBS (the “BCBS Health 

Plan”).  TransCoastal Employees also receive eye and dental coverage through United (the 

“United Health Coverage”).  CoreTerra Employees may opt into vision and dental coverage with 

Aflac (the “Aflac Health Coverage” and together with the BCBS Health Plan, and the United 

Health Coverage, the “Health Benefits”).   The Employees that opt into Aflac Health Coverage 

have the monthly premium for the Aflac Health Coverage deducted from each participating 

Employees’ payroll amount. 

60. The Debtors pay the premiums for the BCBS Health Plan and the United Health 

Coverage.  The Debtors’ monthly premium payment for the BCBS Health Plan is approximately 

$13,600 and for the United Health Coverage is approximately $763.  As of the Petition Date, the 

Debtors estimate that they owe approximately $14,363 of prepetition obligations for premiums 

under the BCBS Health Plan and the United Health Coverage (the “Unpaid Health Benefits”).  
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Considering that the Health Benefits are vital to the Debtors’ Employees, the Debtors seek 

authority to remit the Unpaid Health Benefits and premium cost to administer the Health 

Benefits, and to continue providing the Health Benefits in the ordinary course of business on a 

post-petition basis. The BCBS Health Plan and the United Health Plan expired on December 1, 

2015, but continue on a month-to-month basis. 

61. The Debtors seek authority to continue providing Employee Health Benefits post-

petition. 

62. Debtors’ Emergency Motion for an Order Under 11 U.S.C. §§ 105(a) and 

363(c) Authorizing the Debtors to (I) Continue Their Insurance Policies and Bond 

Obligations and (II) Pay Insurance Premiums, Bond Payments and Financing Payments 

Thereon (the “Insurance Motion”).  In connection with the operation of their businesses, the 

Debtors maintain various insurance policies (each an “Insurance Policy,” and collectively the 

“Insurance Policies”) which the Debtors have obtained through third-party insurance providers 

(collectively, the “Insurance Providers”) including, without limitation coverage for general 

liability, directors and officers (D&O) liability, commercial property, equipment insurance, 

automobile insurance, workers compensation, and umbrella insurance all as set forth on Exhibit 

A to the Insurance Motion. 

63. Prior to the Petition Date, the Debtors entered into a premium finance agreement 

for their general liability, business auto, commercial property, umbrella, and equipment floater 

(the “CAA Premium Finance Agreement”) through CAA Premium Finance, LLC (“CAA”), as 

reflected on Exhibit A.   Through CAA, the Debtors have financed a total of $154,558.41 of 

premiums.  The Debtors are obligated to pay $14,083.70 a month (the “CAA Premium Finance 
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Payments”).  The Debtors’ first payment on the CAA Premium Finance Agreement was due on 

December 6, 2015, but has not yet been paid. 

64. The Debtors have financed premiums for their D&O insurance (the “D&O 

Premium Finance Agreement” and together with the CAA Premium Finance Payments, the 

“Premium Finance Agreements”) through First Insurance Funding Corp. (“FIFC”), as reflected 

on Exhibit A.  Through FIFC, the Debtors have financed a total of $39,213.  The Debtors are 

obligated to make monthly payments to FIFC under the D&O Premium Finance Agreement of 

approximately $3,267 (the “FIFC Premium Finance Payments” and together with the CAA 

Premium Finance Payments, the “Premium Finance Payments”).  As of the Petition Date, the 

Debtors are current on all FIFC Premium Finance Payments. 

65. The Premium Finance Agreements provide that CAA and FIFC have, among 

other things, a security interest in unearned premiums.  The Premium Finance Agreements also 

grant each respective premium financer an irrevocable power of attorney to cancel the insurance 

policies financed thereunder in the event that the Debtors default in making the premium 

payments required under the Premium Finance Agreements. 

66. The Debtors also have a workers compensation policy through Texas Mutual 

Insurance Company (the “WC Policy”).  The WC Policy automatically renews annually.  The 

renewal date for the WC Policy is December 13, 2015.  The annual premium for the WC Policy 

is approximately $1,135. 

67. Except as set forth above, the Debtors believe they are current on all monthly 

premium payments on the Insurance Policies as of the Petition Date. 

68. In the ordinary course of its business as an operator, CoreTerra is required by the 

Texas Railroad Commission to post a bond to guarantee CoreTerra’s payment or performance of 
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certain obligations (the “Bond Obligations”).  To satisfy CoreTerra’s Bond Obligations, 

CoreTerra maintains a $100,000 CD held at North Dallas Bank & Trust Co., under CD No. 

###125 (the “Bond”).  The Bond expires each year in March at which point CoreTerra has 

historically renewed for a premium of approximately $2,000.  The Debtors believe that 

CoreTerra is current with respect to all premiums on the Bond. 

69. In the Insurance Motion, the Debtors seek authorizing the Debtors (i) to continue 

to administer the Insurance Policies, Premium Finance Agreements, and renew or obtain new 

Bonds in the ordinary course of business, (ii) to pay outstanding prepetition amounts due under 

the Insurance Policies, Premium Finance Agreements, and Bonds, (iii) to renew or to enter into 

new insurance policies and premium finance arrangements upon the expiration of the existing 

Insurance Policies, and (iv) to continue to pay premiums for the Insurance Policies, Premium 

Finance Agreements, and Bonds in the ordinary course of business to the extent they may 

become due and payable on a post-petition basis according to the terms of the Insurance Policies, 

Premium Finance Agreements and Bonds. 

70. Debtors’ Emergency Motion for an Order Authorizing the Debtors to Pay Pre-

Petition General Unsecured Claims in the Ordinary Course of Business (the “Ordinary 

Course Payment Motion”).  In the Ordinary Course Payment Motion, the Debtors request entry 

of an order authorizing but not directing the Debtors to pay, in the ordinary course of business, 

the liquidated, noncontingent, and undisputed prepetition claims (the “Payable Claims”) of 

holders of General Unsecured Claims and Debtors’ Other Secured Claims (each as defined in the 

Prepackaged Plan) (collectively the “Prepetition Payables Motion”). 

71. Allowing the payment of the Payable Claims on the terms set forth herein will 

allow for smooth operations in these prepackaged cases. The Debtors estimate that, as of the 
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Petition Date, they owe a total of approximately $80,134.49 on account of undisputed Payable 

Claims ($23,917.49 for TransCoastal and $56,217 for CoreTerra).  In the ordinary course of their 

business, the Debtors make non-payroll payments of approximately $141,200 per month as 

invoices become due.  Most of the Payable Claims are on rolling 30-day terms. 

72. As of the Petition Date, the Debtors estimate that approximately $15,235 of the 

Payable Claims owed by TransCoastal are for amounts that are past due.  As of the Petition Date, 

the Debtors estimate that approximately $42,574 of the Payable Claims owed by CoreTerra are 

for amounts that are past due.  The Debtors estimate that approximately $11,000 of Payable 

Claims will become due and payable within the first 20 days of this chapter 11 case. 

73. Debtors’ Emergency Motion for an Order Under 11 U.S.C. §§ 105(a) and 366 

(i) Prohibiting Utility Companies From Altering or Discontinuing Service on Account of 

Prepetition Invoices, (ii) Approving Deposit Account as Adequate Assurance of Payment, and 

(iii) Establishing Procedures for Resolving Requests by Utility Companies for Additional 

Adequate Assurance of Payment (“Utilities Motion”).  In the normal conduct of their business 

operations, the Debtors have relationships with many different utility companies and other 

providers (each a “Utility Company” and, collectively, the “Utility Companies”) for the 

provision of electric, water, telephone, cellular telephone, internet services, and similar utility 

products and services (collectively, the “Utility Services”).  The Utility Companies include, 

without limitation, the entities named in the Utilities Motion.  The Utility Companies service the 

Debtors’ corporate offices and other locations. 

74. The Debtors estimate that the average monthly amount owed to the Utility 

Companies is approximately $15,241.65.4  The Debtors owe certain amounts to Utility 

Companies as of the Petition Date for prepetition Utility Services.  Due to the timing of the 
                                                 
4 The Debtors’ estimate is based on the average monthly cost of utilities during the first nine months of 2015.  
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Petition Date in relationship to the Utility Companies’ billing cycles, the Debtors are also aware 

of Utility Services that have been invoiced to the Debtors for which payment is not yet due and 

Utility Services that have been provided since the end of the last billing cycle but not yet 

invoiced to the Debtors. 

75. In the Utilities Motion, the Debtors request the entry of an order (i) prohibiting 

the Utility Companies from altering or discontinuing service on account of unpaid prepetition 

invoices, (ii) approving the Utility Deposit Account (as defined in the Utilities Motion) in the 

amount of 50% of the average monthly utility costs ($7,620.82, as providing the Utility 

Companies with “adequate assurance of payment” under Bankruptcy Code § 366 absent a 

Request (as defined in the Utilities Motion) from a Utility Company for additional adequate 

assurance, and (iii) establishing the Procedures (as defined in the Utilities Motion) for resolving 

any disputes regarding additional Requests for adequate assurance of payment that cannot be 

resolved among the Debtors and the Utility Companies. 

76. Uninterrupted utility service is critical to the Debtors’ ability to operate and 

maintain the value of their businesses and to maximize value for the benefit of the creditors.  The 

Debtors could not operate their businesses without utility service.  Should any Utility Company 

refuse or discontinue service, the Debtors would be forced to cease or limit operations.  Such an 

interruption would substantially disrupt operations and result in loss of revenues, which could 

irreparably harm and jeopardize the reorganization efforts or other objectives of the Debtors. 

77. Debtors’ Emergency Motion for an Order (i) Combining the Hearing on the 

Joint Prepackaged Plan of the Debtors and Disclosure Statement and (ii) Granting Related 

Relief (“Combined Hearing Motion”).  In the Combined Hearing Motion, the Debtors request 

entry of an order (a) setting a combined hearing to consider approval of the adequacy of the 
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Disclosure Statement and the confirmation of the Prepackaged Plan; (b) approving (i) the 

Solicitation Package (as defined in the Combined Hearing Motion) and the manner in which the 

Debtors transmitted the Solicitation Package; (ii) the voting deadline fixed by the Debtors in 

connection with the solicitation of votes to approve or disapprove of the Prepackaged Plan; and 

(iii) the Debtors’ procedures for vote tabulation; (c) approving (i) the time fixed for filing 

objections to the adequacy of the Disclosure Statement and/or to confirmation of the 

Prepackaged Plan and (ii) the Combined Hearing Notice (as defined in the Combined Hearing 

Motion); (d) approving the forms of notice to be sent to non-voting classes; (e) waiving 

Bankruptcy Rule 3020(e), and (f) granting certain other related relief. 

78. The relief requested in the Combined Hearing Motion will allow the Debtors to 

confirm the Prepackaged Plan, which provides for the payment of the claims of all creditors in 

the Chapter 11 Cases.  I believe this relief is necessary to allow the Debtors’ to confirm the 

Prepackaged Plan and is in the best interest of the Debtors’ estates and creditors. 

79. Debtors’ Motion for an Interim and Final Order (I) Authorizing the Debtors’ 

Use of Cash Collateral Under 11 U.S.C. § 363, (II) Granting Adequate Protection Under 11 

U.S.C. §§ 361, 362, 363 and 507, (III) Modifying the Automatic Stay Under 11 U.S.C. § 362, 

and (IV) Scheduling a Final Hearing Pursuant to Bankruptcy Rule 4001(b) (the “Cash 

Collateral Motion”).  The Debtors require the continued use of their cash collateral (as defined 

in Bankruptcy Code § 363(a), the “Cash Collateral”). The Senior Lender has agreed to the terms 

of the proposed use of Cash Collateral.  The Debtors therefore have the requisite consent to use 

Cash Collateral. 

80. I believe that continued access to Cash Collateral will (a) ensure that the Debtors 

have access to sufficient working capital to, among other things, pay their employees, vendors, 
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and suppliers, (b) enable the Debtors to continue honoring their prepetition obligations under and 

in accordance with other “first-day” orders entered by the Court, and (c) satisfy administrative 

expenses incurred in connection with the commencement of these Chapter 11 Cases.  I believe 

that the interim relief sought in the Cash Collateral Motion is necessary, essential and 

appropriate to prevent immediate and irreparable harm to the Debtors and their estates and to 

allow for the continued operation of the Debtors’ business and the management and preservation 

of their property. 

81. The Debtors, the Prepetition Administrative Agent and the Senior Lender have 

agreed that the Debtors will provide the following primary forms of adequate protection (the 

“Adequate Protection Package”): 

 Adequate Protection Liens. Additional and replacement, continuing, valid, 
binding, enforceable, non-avoidable, automatically perfected postpetition security interests in 
and liens (the “Adequate Protection Liens”) on any and all tangible and intangible prepetition 
and post-petition property in which the Debtors have an interest, whether existing on or as of the 
Petition Date or thereafter acquired, together with any proceeds thereof, including without 
limitation, the proceeds of any claims and causes of action of the Debtors (but not the actual 
claims and causes of action, if any) arising under sections 544, 545, 547, 548, 549 and 550 of the 
Bankruptcy Code (collectively, the “Avoidance Actions”); provided that the Adequate Protection 
Collateral shall not include any Avoidance Actions of the Debtors and any assets upon which 
security may not be lawfully granted, but subject to the entry of the Final Order, Adequate 
Protection Collateral shall include any proceeds or property recovered in respect of any 
successful Avoidance Actions of the Debtors (collectively, the “Adequate Protection 
Collateral”). 

 Adequate Protection Superpriority Claims. To the extent of any Diminution in 
Value of the interests of the Prepetition Administrative Agent in the Prepetition Collateral, to the 
extent provided by sections 503(b) and 507(b) of the Bankruptcy Code, an allowed superpriority 
administrative expense claim against the Debtors in each of the Debtors’ Cases and any 
Successor Cases (the “Adequate Protection Superpriority Claims”). 

 Adequate Protection Payments. The Debtors are authorized and directed to pay 
to the Prepetition Administrative Agent (i) ongoing payment in cash on a current basis, no less 
than monthly, and including any amounts incurred prior to the Petition Date, of the reasonable 
and documented fees, costs and expenses of the Prepetition Administrative Agent in connection 
with the Cases (including, without limitation, the fees and expenses of Sidley Austin LLP as 
counsel for the Prepetition Administrative Agent), (ii) all accrued and unpaid pre-petition interest 
on the Loans and Obligations as of the date hereof payable in kind in accordance with the terms 
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of the Prepetition Loan Agreement Documents, and (iii) on the last business day of each calendar 
month after entry of the Interim Order, all accrued and unpaid post-petition interest on the Loans 
and Obligations, payable in kind in accordance with the terms of the Prepetition Loan Agreement 
Documents (the “Adequate Protection Payments”). 

82. The Adequate Protection Package will adequately protect the Senior Lenders’ 

interests in the Prepetition Collateral from diminution in value caused by the Debtors’ use of the 

Cash Collateral, as well as for any decline in, or diminution of, the value of the Senior Lenders’ 

liens or security interests under any of the Prepetition Loan Documents. 

83. Further, the Debtors’ preservation of estate assets through the use of Cash 

Collateral serves as its own form of adequate protection.  I believe that the Debtors’ secured 

creditors will inherently benefit from the Debtors’ proposed use of the Cash Collateral, which 

will prevent diminution of the value of the Prepetition Collateral. 

Conclusion 

84. To minimize any loss of value to their business, the Debtors’ immediate objective 

is to engage in business as usual following the commencement of these Chapter 11 Cases with as 

minimal interruption to the Debtors’ operations as possible.  I believe that if this Court grants the 

relief requested in the First Day Motions, the prospect of achieving a smooth implementation of 

the Prepackaged Plan allowing the payment in full of all creditors will be substantially advanced. 
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