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                        PART I -- FINANCIAL INFORMATION 
 
ITEM 1. FINANCIAL STATEMENTS 
 
                         EL PASO ENERGY PARTNERS, L.P. 
 
                  CONDENSED CONSOLIDATED STATEMENTS OF INCOME 
                    (IN THOUSANDS, EXCEPT PER UNIT AMOUNTS) 
                                  (UNAUDITED) 
 
 
 
                                                               QUARTER           NINE MONTHS 
                                                                ENDED               ENDED 
                                                            SEPTEMBER 30,       SEPTEMBER 30, 
                                                          -----------------   ------------------ 
                                                           2000      1999      2000       1999 
                                                          -------   -------   -------   -------- 
                                                                             
Operating revenues 
  Gathering, transportation, and platform services......  $23,459   $10,847   $57,417   $ 21,645 
  Oil and natural gas sales.............................    4,639     8,129    16,443     23,229 
  Gas storage services..................................    1,544        --     1,544         -- 
  Equity investment earnings............................    6,215     6,641    16,287     26,594 
                                                          -------   -------   -------   -------- 
                                                           35,857    25,617    91,691     71,468 
                                                          -------   -------   -------   -------- 
Operating expenses 
  Costs of gas and other products.......................    8,981        --    14,933         -- 
  Operation and maintenance, net........................    3,675     7,817     7,208     18,751 
  Depreciation, depletion, and amortization.............    6,954     7,967    20,418     21,694 
                                                          -------   -------   -------   -------- 
                                                           19,610    15,784    42,559     40,445 
                                                          -------   -------   -------   -------- 
Operating income........................................   16,247     9,833    49,132     31,023 
Other income 
  Gain on sale of assets................................      150    10,103       150     10,103 
  Other.................................................      143        39     1,310        306 
                                                          -------   -------   -------   -------- 
Income before interest, income taxes, and other 
  charges...............................................   16,540    19,975    50,592     41,432 
                                                          -------   -------   -------   -------- 
Interest and debt expense...............................   11,774    10,799    35,524     24,667 
Income tax benefit......................................      (82)     (178)     (221)      (355) 
Minority interest.......................................      (14)       97       121        176 
                                                          -------   -------   -------   -------- 
                                                           11,678    10,718    35,424     24,488 
                                                          -------   -------   -------   -------- 
Net income..............................................    4,862     9,257    15,168     16,944 
Net income allocated to Series B preference 
  unitholders...........................................    1,417        --     1,417         -- 
Net income allocated to general partner.................    4,114     3,217    10,968      8,902 
                                                          -------   -------   -------   -------- 
Net income (loss) allocated to limited partners before 
  accounting change.....................................     (669)    6,040     2,783      8,042 
Cumulative effect of accounting change..................       --        --        --    (15,427) 
                                                          -------   -------   -------   -------- 
Net income (loss) allocated to limited partners.........  $  (669)  $ 6,040   $ 2,783   $ (7,385) 
                                                          =======   =======   =======   ======== 
Basic and diluted net income (loss) per unit before 
  accounting 
  change................................................  $ (0.02)  $  0.22   $  0.10   $   0.31 
Cumulative effect of accounting change..................       --        --        --      (0.60) 
                                                          -------   -------   -------   -------- 
Basic and diluted net income (loss) per unit............  $ (0.02)  $  0.22   $  0.10   $  (0.29) 
                                                          =======   =======   =======   ======== 
Weighted average number of units outstanding............   31,229    27,029    28,429     25,556 
                                                          =======   =======   =======   ======== 
 
 
                            See accompanying notes. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
                     CONDENSED CONSOLIDATED BALANCE SHEETS 
                      (IN THOUSANDS, EXCEPT UNIT AMOUNTS) 
                                  (UNAUDITED) 
 
 
 
                                                              SEPTEMBER 30,    DECEMBER 31, 
                                                                   2000            1999 
                                                              --------------   ------------ 
                                                                          
                                          ASSETS 
 
Current assets 
  Cash and cash equivalents.................................     $ 12,530        $  4,202 
  Accounts receivable.......................................       14,682           8,501 
  Other.....................................................            9             254 
                                                                 --------        -------- 
          Total current assets..............................       27,221          12,957 
Property, plant, and equipment, net.........................      612,712         373,759 
Investments in unconsolidated affiliates....................      191,020         185,766 
Other.......................................................       11,595          11,103 
                                                                 --------        -------- 
          Total assets......................................     $842,548        $583,585 
                                                                 ========        ======== 
 
                             LIABILITIES AND PARTNERS' CAPITAL 
 
Current liabilities 
  Accounts payable..........................................     $ 11,939        $  5,415 
  Accrued liabilities.......................................        7,178           5,003 
                                                                 --------        -------- 
          Total current liabilities.........................       19,117          10,418 
 
Revolving credit facility...................................      288,000         290,000 
Project financing...........................................       21,000              -- 
Long-term debt..............................................      175,000         175,000 
Other.......................................................       12,763          12,164 
                                                                 --------        -------- 
          Total liabilities.................................      515,880         487,582 
Commitments and contingencies 
Minority interest...........................................       (2,115)           (486) 
Partners' capital 
  Limited partners 
     Series B preference units; 170,000 units issued and 
      outstanding...........................................      171,417              -- 
     Preference units; 78,450 and 289,699 units issued and 
      outstanding...........................................          812           2,969 
     Common units; 31,550,314 and 26,739,065 units issued 
      and outstanding.......................................      153,832          93,277 
  General partner...........................................        2,722             243 
                                                                 --------        -------- 
          Total partners' capital...........................      328,783          96,489 
                                                                 --------        -------- 
          Total liabilities and partners' capital...........     $842,548        $583,585 
                                                                 ========        ======== 
 
 
                            See accompanying notes. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
                CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
                                 (IN THOUSANDS) 
                                  (UNAUDITED) 
 
 
 
                                                                   NINE MONTHS 
                                                                      ENDED 
                                                                  SEPTEMBER 30, 
                                                              --------------------- 
                                                                2000        1999 
                                                              ---------   --------- 
                                                                     
Cash flows from operating activities 
  Net income................................................  $  15,168   $  16,944 
  Adjustments to reconcile net income to net cash from 
     operating activities 
     Depreciation, depletion, and amortization..............     20,418      21,694 
     Gain on sale of assets.................................       (150)    (10,103) 
     Distributed earnings of equity investees 
       Earnings from equity investees.......................    (16,287)    (26,594) 
       Distributions from equity investees..................     23,216      34,933 
     Litigation reserve.....................................     (2,250)      2,250 
     Other noncash items....................................      1,964       3,454 
     Working capital changes, net of non-cash 
      transactions..........................................      7,184       5,450 
                                                              ---------   --------- 
          Net cash provided by operating activities.........     49,263      48,028 
                                                              ---------   --------- 
Cash flows from investing activities 
  Additions to property, plant, and equipment...............    (64,409)    (26,491) 
  Additions to investments in unconsolidated affiliates.....    (13,166)     (4,899) 
  Cash paid for acquisitions, net of cash acquired..........    (26,476)    (73,735) 
  Proceeds from sale of interest in Deepwater Holdings......         --      26,122 
  Distributions related to the formation of Deepwater 
     Holdings...............................................         --      20,000 
  Other.....................................................       (186)       (115) 
                                                              ---------   --------- 
          Net cash used in investing activities.............   (104,237)    (59,118) 
                                                              ---------   --------- 
Cash flows from financing activities 
  Revolving credit borrowings, net of financing costs.......    115,048     113,126 
  Revolving credit repayments...............................   (118,000)   (216,850) 
  Net proceeds from project financing borrowings............     19,705          -- 
  Net proceeds from issuance of common units................    100,784          -- 
  Net proceeds from issuance of long-term debt..............         --     168,896 
  Distributions to partners.................................    (57,021)    (48,637) 
  General Partner's contribution............................      2,786         603 
                                                              ---------   --------- 
          Net cash provided by financing activities.........     63,302      17,138 
                                                              ---------   --------- 
Increase in cash and cash equivalents.......................      8,328       6,048 
Cash and cash equivalents 
  Beginning of period.......................................      4,202       3,108 
                                                              ---------   --------- 
  End of period.............................................  $  12,530   $   9,156 
                                                              =========   ========= 
Non-cash activity: 
  Issuance of Series B preference units to acquire the 
     Crystal storage businesses.............................  $ 170,000   $      -- 
 
 
                            See accompanying notes. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
                                  (UNAUDITED) 
 
1. BASIS OF PRESENTATION 
 
     Our 1999 Annual Report on Form 10-K includes a summary of our significant 
accounting policies and other disclosures. You should read it in conjunction 
with this Quarterly Report on Form 10-Q. The condensed consolidated financial 
statements at September 30, 2000, and for the quarters and nine months ended 
September 30, 2000 and 1999, are unaudited. The condensed consolidated balance 
sheet at December 31, 1999, is derived from the audited financial statements. 
These financial statements have been prepared pursuant to the rules and 
regulations of the U.S. Securities and Exchange Commission and do not include 
all disclosures required by accounting principles generally accepted in the 
United States. In our opinion, we have made all adjustments, all of which are of 
a normal, recurring nature, to fairly present our interim period results. 
Information for interim periods may not necessarily indicate the results of 
operations for the entire year due to the seasonal nature of our businesses. The 
prior period information includes reclassifications which were made to conform 
to the current presentation. These reclassifications have no effect on our 
reported net income or partners' capital. 
 
  Cumulative Effect of Accounting Change 
 
     In 1999, we changed our method of allocating net income to our partners' 
capital accounts from a method whereby we allocated income based on percentage 
ownership and proportionate share of cash distributions, to a method whereby 
income is allocated to the partners based upon the change from period to period 
in their respective claims on our book value capital. We believe that the new 
income allocation method is preferable because it better reflects the income 
allocation provisions called for under the partnership agreement and the 
resulting partners' capital accounts are more reflective of a partner's claim on 
our book value capital at each period end. This change in accounting had no 
impact on our consolidated net income or our consolidated total partners' 
capital for any period presented. Furthermore, we do not expect the change to 
impact the declaration of future cash distributions or affect an individual 
partner's tax basis in the partnership. The impact of this change in accounting 
has been recorded as a cumulative effect of an accounting change in our income 
allocation for the quarter ended March 31, 1999. 
 
2. ACQUISITIONS 
 
     In March 2000, we acquired the El Paso Intrastate-Alabama pipeline system, 
or EPIA, from a subsidiary of El Paso Energy Corporation for $26.5 million in 
cash. In addition to providing transportation services, EPIA provides marketing 
services through the purchase and resale of natural gas. EPIA buys natural gas 
from regional producers and others, and sells natural gas to local distribution 
companies and others. We accounted for the acquisition as a purchase and 
assigned the purchase price to the assets and liabilities acquired based upon 
the estimated fair value of those assets and liabilities as of the acquisition 
date. The values assigned are preliminary and may be revised based on additional 
information. The following is summary information related to the acquisition (in 
thousands): 
 
 
                                                       
Fair value of assets acquired..........................     $ 28,261 
Fair value of liabilities assumed......................       (1,785) 
                                                            -------- 
          Net cash paid................................     $ 26,476 
                                                            ======== 
 
 
     In August, 2000, we acquired the salt dome natural gas storage businesses 
of Crystal Gas Storage, Inc., a subsidiary of El Paso Energy Corporation, in 
exchange for $170 million of Series B 10% Cumulative Redeemable Preference 
Units. The Crystal storage businesses include the Petal and Hattiesburg natural 
gas storage facilities located in Mississippi. Following this acquisition, we 
began reporting gas storage services revenues in our operations. Gas storage 
services consist primarily of fixed reservation fees for natural gas 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
storage capacity and are recognized and due during the month in which capacity 
is reserved for the customer, regardless of the amount of capacity actually 
used. We accounted for the acquisition as a purchase and assigned the purchase 
price to the assets and liabilities acquired based upon the estimated fair value 
of those assets and liabilities acquired as of the acquisition date. The values 
assigned are preliminary and may be revised based on additional information. The 
following is summary information related to the acquisition (in thousands): 
 
 
                                                            
Fair value of assets acquired...............................  $170,573 
Fair value of liabilities assumed...........................      (573) 
                                                              -------- 
          Preference units issued...........................  $170,000 
                                                              ======== 
 
 
     The following information represents our consolidated results of operations 
on a pro forma basis for the nine month periods ended September 30, 2000 and 
1999, as if we acquired EPIA and the Crystal storage businesses on January 1, 
1999: 
 
 
 
                                                                NINE MONTHS ENDED 
                                                                  SEPTEMBER 30, 
                                                              ---------------------- 
                                                                2000          1999 
                                                              --------      -------- 
                                                              (IN THOUSANDS, EXCEPT 
                                                                PER UNIT AMOUNTS) 
                                                                       
Operating revenues..........................................  $110,702      $102,743 
Operating income............................................  $ 51,729      $ 35,465 
Net income..................................................  $ 16,091      $ 20,337 
Basic and diluted net income per unit.......................  $   0.13      $   0.45 
 
 
     In September 2000, we purchased the remaining 1 percent of Viosca Knoll 
Gathering Company from El Paso Field Services for approximately $2.0 million. 
 
3. PARTNERS' CAPITAL 
 
  Public offering of common units 
 
     In July 2000, we completed a public offering of 4,600,000 common units that 
included 600,000 common units to cover over-allotments for the underwriters. We 
used the net cash proceeds of $100.8 million from the offering to temporarily 
reduce the balance outstanding under our revolving credit facility. In addition, 
our General Partner contributed $1.1 million to us in order to satisfy its one 
percent capital contribution requirement. 
 
  Redemption of preference units 
 
     On October 20, 2000, we redeemed the remainder of our outstanding 
publicly-held preference units for approximately $0.8 million. Unitholders of 
the 78,450 units were paid $10.25 in cash per unit. Following the retirement of 
these publicly-held preference units, any remaining balance in their capital 
account will be allocated to the common unitholders. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
  Cash distributions 
 
     The following table reflects our per unit cash distributions to our 
preference and common unitholders and the total incentive distributions paid to 
our General Partner during the nine months ended September 30, 2000: 
 
 
 
                                                     PREFERENCE    COMMON        GENERAL 
                    MONTH PAID                          UNIT        UNIT         PARTNER 
                    ----------                       ----------    -------       ------- 
                                                                              (IN MILLIONS) 
                                                                      
February...........................................    $0.275      $0.525         $3.2 
                                                       ======      =======        ==== 
May................................................    $0.275      $0.5375        $3.6 
                                                       ======      =======        ==== 
August.............................................    $0.275      $0.5375        $4.1 
                                                       ======      =======        ==== 
 
 
     In October 2000, we declared a cash distribution of $0.55 per common unit 
($17.4 million in the aggregate), which we will pay on November 15, 2000, to 
common unitholders of record as of October 31, 2000. In addition, we will pay 
our General Partner $5.0 million, including an incentive distribution of $4.6 
million. At the current distribution rates, our General Partner receives 
approximately 22 percent of total cash distributions we pay. 
 
  Series B Preference Units 
 
     In August 2000, we issued $170 million of Series B Preference Units to 
acquire the Crystal storage businesses. These newly issued preference units are 
non-voting and have rights to income allocations on a cumulative basis, 
compounded semi-annually at an annual rate of 10 percent. We are not obligated 
to pay cash distributions on these units until 2010. After 2010, the rate will 
increase to 12 percent and distributions will be required to be paid on a 
current basis. The new preference units contain no mandatory redemption 
obligation, but may be redeemed at our option at any time. 
 
4. PROPERTY, PLANT, AND EQUIPMENT 
 
     Our property, plant, and equipment consisted of the following at September 
30, 2000 and December 31, 1999: 
 
 
 
                                                                2000          1999 
                                                              ---------   ------------ 
                                                                   (IN THOUSANDS) 
                                                                     
Property, plant, and equipment, at cost 
  Pipelines.................................................  $ 240,527    $ 179,382 
  Platforms and facilities..................................    122,726      120,416 
  Oil and natural gas properties............................    156,140      122,222 
  Gas storage facilities....................................    149,318           -- 
  Construction work-in-progress.............................    104,148       92,301 
                                                              ---------    --------- 
                                                                772,859      514,321 
Less accumulated depreciation and depletion.................   (160,147)    (140,562) 
                                                              ---------    --------- 
     Property, plant, and equipment, net....................  $ 612,712    $ 373,759 
                                                              =========    ========= 
 
 
5. DEBT AND OTHER CREDIT FACILITIES 
 
  Partnership Credit Facilities 
 
     In June 2000, we amended and restated our revolving credit facility with a 
syndicate of commercial banks to provide up to $500 million of available credit 
subject to borrowing base limitations. As of 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
September 30, 2000, we had $288 million outstanding under this facility and $129 
million available, and the average interest rate was 9.1%. We pay a commitment 
fee of 0.25% per annum on the unused and unavailable portion of the credit 
facility and 0.50% per annum on the unused and available portion. 
 
     In August 2000, we obtained a $95 million limited recourse project finance 
loan from a group of commercial lenders. This loan is a syndication of a 
construction loan that is convertible into a term loan upon completion of the 
construction project. As of September 30, 2000, we had $21 million outstanding 
and $74 million available, and the average interest rate was 8.4%. This loan 
finances a substantial portion of the estimated $140.0 million costs of the 
tension-leg platform, or TLP, pipelines and other facilities that we plan to 
install in the Prince Field. 
 
 Other Credit Facilities 
 
     Deepwater Holdings, L.L.C. and Poseidon Oil Pipeline Company, L.L.C. are 
parties to credit agreements under which each has outstanding obligations that 
may restrict their ability to pay distributions to their respective owners. 
 
     Deepwater Holdings has a revolving credit facility with a syndicate of 
commercial banks to provide up to $175 million. As of September 30, 2000, 
Deepwater Holdings had $156 million outstanding under its credit facility at an 
average floating interest rate of 8.2% and had $4 million available as a result 
of its borrowing base limitations. 
 
     Poseidon has a revolving credit facility with a syndicate of commercial 
banks to provide up to $150 million. As of September 30, 2000, Poseidon had $150 
million outstanding under its facility at an average floating interest rate of 
7.9%. 
 
6. COMMITMENTS AND CONTINGENCIES 
 
  Hedging Activities 
 
     We engage in hedging activities on our oil and natural gas production to 
obtain more determinable cash flows and to mitigate the risk of downward price 
movements on sales of these commodities. We do this through oil and natural gas 
swaps. At September 30, 2000, we had three oil and natural gas sales swaps 
covering a significant portion of our production for the calendar year 2000. For 
the nine months ended September 30, 2000 and 1999, we paid $8.6 million and $1.3 
million under these contracts. Had we settled our open hedging positions as of 
September 30, 2000, based on the applicable settlement prices of the NYMEX 
futures contracts, we would have recognized losses of approximately $0.3 million 
related to our oil swap and $5.9 million related to our natural gas swaps. All 
of our derivative instruments currently expire in December 2000. 
 
  Poseidon 
 
     In January 2000, an anchor from a submersible drilling rig in tow damaged a 
section of the Poseidon system north of our Ship Shoal 332 platform. The 
accident resulted in the release of approximately 2,200 barrels of crude oil in 
the waters surrounding the system, caused damage to our platform, and resulted 
in initial shutdown of the system and certain surrounding facilities in which we 
have ownership interests. Poseidon's costs to repair the damaged pipeline and 
clean up the crude oil released into the Gulf was approximately $17 million, and 
Poseidon has filed a lawsuit against the rig's owner. As of the end of the first 
quarter, the pipeline was repaired and throughput returned to normal levels. In 
June 2000, we recorded income of $1.0 million of insurance proceeds for business 
interruption. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
  Legal Proceedings 
 
     We are a named defendant in a lawsuit filed by Transcontinental Gas 
Pipeline Company. Transco alleged that it had the right, under a platform lease 
agreement with us, to expand its facilities and operations on the offshore 
platform by connecting additional pipeline receiving and appurtenant facilities. 
We denied Transco's request to expand its facilities and operations because we 
do not believe the lease agreement provides for such expansion, and because 
Transco's activities would have interfered with the Manta Ray Offshore system 
and our existing and planned activities on that platform. The case went to trial 
on April 3, 2000, and the jury found that we were not at fault and therefore 
awarded no damages to Transco. Transco has filed motions related to the jury's 
findings. 
 
     We are named a defendant in actions brought by Jack Grynberg on behalf of 
the U.S. Government under the False Claims Act. Generally, these complaints 
allege an industry-wide conspiracy to underreport the heating value as well as 
the volumes of the natural gas produced from federal and Native American lands, 
which deprived the U.S. Government of royalties. We have also been named as a 
defendant in a similar class action suit, Quinque Operating Company v. Gas 
Pipelines. This complaint alleges that the defendants mismeasured natural gas 
volumes and heating content of natural gas on non-federal and non-Native 
American lands. The Quinque complaint was transferred to the same court handling 
the Grynberg complaint. We believe both complaints are without merit. 
 
     We are also a named defendant in numerous lawsuits and a named party in 
numerous governmental proceedings arising in the ordinary course of our 
business. 
 
     While the outcome of the matters discussed above cannot be predicted with 
certainty, we do not expect the ultimate resolution of these matters to have a 
material adverse effect on our financial position, results of operations, or 
cash flows. 
 
  Environmental 
 
     We are subject to extensive federal, state, and local laws and regulations 
governing environmental quality and pollution control. These laws and 
regulations require us to remove or remedy the effect on the environment of the 
disposal or release of specified substances at current and former operating 
sites. 
 
     It is possible that new information or future developments could require us 
to reassess our potential exposure related to environmental matters. We may 
incur significant costs and liabilities in order to comply with existing 
environmental laws and regulations. It is also possible that other developments, 
such as increasingly strict environmental laws and regulations, and claims for 
damages to property, employees, other persons and the environment resulting from 
our current or past operations, could result in substantial costs and 
liabilities in the future. As this information becomes available, or other 
relevant developments occur, we will make accruals accordingly. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
7. SEGMENT INFORMATION 
 
     We segregate our business activities into three segments: Gathering, 
Transportation, and Platform Services, Oil and Natural Gas Production, and Gas 
Storage Services. As a result of our acquisition of EPIA in March 2000, we began 
providing marketing services to our customers. Our marketing activities are 
recorded in the Gathering, Transportation, and Platform Services segment. As a 
result of our acquisition of the Crystal storage businesses in August 2000, we 
began providing natural gas storage services and have shown these activities as 
a separate segment. Each of our segments are business units that offer different 
services and products. They are managed separately, as each requires different 
technology and marketing strategies. We measure segment performance based on 
performance cash flows, or an asset's or investment's ability to generate cash 
flow. We determine performance cash flows by taking earnings before interest, 
taxes, and depreciation, depletion, and amortization, and adding or subtracting 
as appropriate, cash distributions from equity investments, earnings 
attributable to equity investments, and other cash and non-cash items. We use 
this measure as a supplemental financial measurement in the evaluation of our 
business, and you should not consider it an alternative to earnings before 
interest and taxes, or EBIT, as an indicator of our operating performance or to 
cash flows from operating activities as a measure of our liquidity. In addition, 
it may not be a comparable measurement among different companies. Performance 
cash flows are presented here to provide you with additional information about 
our assets and investments. The accounting policies of the individual segments 
are the same as ours. The following table summarizes certain financial 
information for our business segments (in thousands): 
 
 
 
                                          GATHERING, 
                                        TRANSPORTATION,     OIL AND 
                                         AND PLATFORM     NATURAL GAS   GAS STORAGE 
                                           SERVICES       PRODUCTION     SERVICES     OTHER(1)    TOTAL 
                                        ---------------   -----------   -----------   --------   -------- 
                                               AS OF AND FOR THE QUARTER ENDED SEPTEMBER 30, 2000 
                                        ----------------------------------------------------------------- 
                                                                                   
  Revenue from external customers.....     $ 23,459         $ 4,639      $  1,544     $    --    $ 29,642 
  Intersegment revenue................        3,356              --             6      (3,362)         -- 
  Earnings from equity investments....        6,215              --            --          --       6,215 
  Depreciation, depletion, and 
     amortization.....................        3,749           2,707           467          31       6,954 
  Operating income (loss).............       17,711          (1,825)          393         (32)     16,247 
  EBIT................................       17,915          (1,825)          393          57      16,540 
  Performance cash flows..............       23,180             281           860          90      24,411 
  Assets..............................      593,671          59,805       170,272      18,800     842,548 
 
 
 
 
                                               AS OF AND FOR THE QUARTER ENDED SEPTEMBER 30, 1999 
                                        ----------------------------------------------------------------- 
                                                                                   
  Revenue from external customers.....     $ 10,847         $ 8,129      $     --     $    --    $ 18,976 
  Intersegment revenue................        3,635              --            --      (3,635)         -- 
  Earnings from equity investments....        6,641              --            --          --       6,641 
  Depreciation, depletion, and 
     amortization.....................        4,320           3,644            --           3       7,967 
  Operating income (loss).............       10,405            (567)           --          (5)      9,833 
  EBIT................................       20,511            (567)           --          31      19,975 
  Performance cash flows..............       21,163           3,389            --          34      24,586 
  Assets..............................      498,074          74,588            --      20,992     593,654 
 
 
 
 
                                             AS OF AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2000 
                                        ----------------------------------------------------------------- 
                                                                                   
  Revenue from external customers.....     $ 57,417         $16,443      $  1,544     $    --    $ 75,404 
  Intersegment revenue................        9,975              --             6      (9,981)         -- 
  Earnings from equity investments....       16,287              --            --          --      16,287 
  Depreciation, depletion, and 
     amortization.....................       10,914           8,915           467         122      20,418 
  Operating income (loss).............       53,229          (4,367)          393        (123)     49,132 
  EBIT................................       54,441          (4,367)          393         125      50,592 
  Performance cash flows..............       72,033           3,584           860         248      76,725 
  Assets..............................      593,671          59,805       170,272      18,800     842,548 
 
 



- --------------- 
(1) Represents intersegment eliminations and other income or assets not 
    associated with our segment activities. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
 
 
                                             GATHERING, 
                                           TRANSPORTATION,     OIL AND       GAS 
                                            AND PLATFORM     NATURAL GAS   STORAGE 
                                              SERVICES       PRODUCTION    SERVICES   OTHER(1)    TOTAL 
                                           ---------------   -----------   --------   --------   -------- 
                                               AS OF AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1999 
                                           -------------------------------------------------------------- 
                                                                                   
  Revenue from external customers........     $ 21,645         $23,229        $--     $    --    $ 44,874 
  Intersegment revenue...................        9,645              --        --       (9,645)         -- 
  Earnings from equity investments.......       26,594              --        --           --      26,594 
  Depreciation, depletion, and 
     amortization........................        8,556          13,128        --           10      21,694 
  Operating income (loss)................       35,644          (4,610)       --          (11)     31,023 
  EBIT...................................       45,886          (4,610)       --          156      41,432 
  Performance cash flows.................       54,928           9,482        --          168      64,578 
  Assets.................................      498,074          74,588        --       20,992     593,654 
 
 
- --------------------- 
 
(1) Represents intersegment eliminations and other income or assets not 
    associated with our segment activities. 
 
8. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 
 
     We hold investments in various affiliates which we account for using the 
equity method of accounting. Summarized financial information for these 
investments is as follows: 
 
 
 
                                                      NINE MONTHS ENDED SEPTEMBER 30, 2000 
                                          ------------------------------------------------------------ 
                                             MANTA 
                                              RAY                      DEEPWATER 
                                          OFFSHORE(A)   NAUTILUS(A)   HOLDINGS(B)   POSEIDON    TOTAL 
                                          -----------   -----------   -----------   --------   ------- 
                                                                                 
OWNERSHIP INTEREST......................      25.67%        25.67%           50%         36% 
                                            =======       =======      ========     ======= 
(IN THOUSANDS) 
OPERATING RESULTS DATA: 
  Operating revenues....................    $12,711       $ 7,900      $ 49,254     $47,934 
  Other income..........................      1,593             8           335       1,183 
  Operating expenses....................     (2,651)       (1,261)      (21,614)     (5,289) 
  Depreciation..........................     (3,206)       (4,410)      (13,284)     (7,657) 
  Other expenses........................        (54)         (270)       (7,031)     (8,489) 
                                            -------       -------      --------     ------- 
  Net income............................    $ 8,393       $ 1,967      $  7,660     $27,682 
                                            =======       =======      ========     ======= 
OUR SHARE: 
  Allocated income......................    $ 2,154       $   505      $  3,830     $ 9,965 
  Adjustments(c)........................       (175)           --           654        (646) 
                                            -------       -------      --------     ------- 
  Earnings from equity investments......    $ 1,979       $   505      $  4,484     $ 9,319    $16,287 
                                            =======       =======      ========     =======    ======= 
  Allocated distributions...............    $ 4,135       $ 1,813      $  9,550     $ 7,718    $23,216 
                                            =======       =======      ========     =======    ======= 
 
 
- --------------------- 
 
(a) We own indirect investments in Manta Ray Offshore Gathering Company, L.L.C. 
    and Nautilus Pipeline Company, L.L.C. However, because we believe separate 
    data on each of these investees is more meaningful, results have been 
    reflected separately. 
(b) Deepwater Holdings was formed in September 1999 and owns 100 percent of High 
    Island Offshore System, L.L.C., East Breaks Gathering Company, L.L.C., U-T 
    Offshore System, L.L.C., Stingray Pipeline Company, L.L.C., and West Cameron 
    Dehydration Company, L.L.C. 
(c) We recorded adjustments primarily for differences from estimated year end 
    1999 earnings reported in our Annual Report on Form 10-K and actual earnings 
    reported in the 1999 audited annual reports of our unconsolidated 
    affiliates, and for purchase price adjustments under Accounting Principles 
    Board (APB) Opinion No. 16, "Business Combinations." 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
 
                                       NINE MONTHS ENDED SEPTEMBER 30, 1999 
                       -------------------------------------------------------------------- 
                          MANTA 
                           RAY                      VIOSCA 
                       OFFSHORE(A)   NAUTILUS(A)   KNOLL(B)   STINGRAY     HIOS      UTOS 
                       -----------   -----------   --------   --------   --------   ------- 
                                                                   
END OF PERIOD 
  OWNERSHIP 
  INTEREST............     25.67%        25.67%         99%        50%         50%       50% 
                         =======       =======     =======    =======    ========   ======= 
(IN THOUSANDS) 
OPERATING RESULTS 
  DATA: 
  Operating revenue...   $11,926       $ 6,927     $12,338    $13,322    $ 27,370   $ 3,233 
  Other income 
    (expense).........     1,804           (82)         31      1,898         143        52 
  Operating 
    expenses..........    (2,805)       (1,034)       (925)    (7,932)    (13,212),  (1,544) 
  Depreciation........    (3,832)       (4,417)     (1,752)    (5,699)     (3,475)     (420) 
  Interest expense....       (37)         (289)     (1,973)    (1,516)         --        -- 
                         -------       -------     -------    -------    --------   ------- 
  Net income (loss)...   $ 7,056       $ 1,105     $ 7,719    $    73    $ 10,826   $ 1,321 
                         =======       =======     =======    =======    ========   ======= 
OUR SHARE: 
  Allocated income 
    (loss)............   $ 1,811       $   284     $ 3,860    $    37    $  4,780   $   614 
  Adjustments(d)......      (617)          (57)         --      1,223          92       (25) 
                         -------       -------     -------    -------    --------   ------- 
  Earnings from equity 
    investments.......   $ 1,194       $   227     $ 3,860    $ 1,260    $  4,872   $   589 
                         =======       =======     =======    =======    ========   ======= 
  Allocated 
    distributions.....   $ 3,324       $ 1,087     $ 6,350    $ 2,501    $  6,900   $ 1,000 
                         =======       =======     =======    =======    ========   ======= 
 
 
                           NINE MONTHS ENDED SEPTEMBER 30, 1999 
                        ------------------------------------------ 
                         WEST 
                        CAMERON    DEEPWATER 
                         DEHY     HOLDINGS(C)   POSEIDON    TOTAL 
                        -------   -----------   --------   ------- 
                                                
END OF PERIOD 
  OWNERSHIP 
  INTEREST............      50%        50%           36% 
                        ======       ====       ======= 
(IN THOUSANDS) 
OPERATING RESULTS 
  DATA: 
  Operating revenue...  $1,934       $ --       $54,884 
  Other income 
    (expense).........      23         --           273 
  Operating 
    expenses..........    (210)        --        (5,935) 
  Depreciation........     (12)        --        (4,231) 
  Interest expense....      --        (26)       (6,584) 
                        ------       ----       ------- 
  Net income (loss)...  $1,735       $(26)      $38,407 
                        ======       ====       ======= 
OUR SHARE: 
  Allocated income 
    (loss)............  $  868       $(13)      $13,827 
  Adjustments(d)......      --         --           (90) 
                        ------       ----       ------- 
  Earnings from equity 
    investments.......  $  868       $(13)      $13,737    $26,594 
                        ======       ====       =======    ======= 
  Allocated 
    distributions.....  $  800       $ --       $12,971    $34,933 
                        ======       ====       =======    ======= 
 
 
- --------------- 
 
(a) We own indirect investments in these investees. However, because we believe 
    separate data for each of these investees is more meaningful, results have 
    been reflected separately. 



(b) The information presented for Viosca Knoll as an equity investment is 
    through May 31, 1999. On June 1, 1999, we began consolidating the results of 
    Viosca Knoll as a result of acquiring an additional 49 percent interest in 
    the system. 
(c) Deepwater Holdings was formed in September 1999 and owns 100 percent of High 
    Island Offshore System, L.L.C., East Breaks Gathering Company, L.L.C., U-T 
    Offshore System, L.L.C., Stingray Pipeline Company, L.L.C., and West Cameron 
    Dehydration Company, L.L.C. 
(d) We recorded adjustments primarily for differences from estimated year end 
    1998 earnings reported in our Annual Report on Form 10-K and actual earnings 
    reported in the 1998 audited annual reports of our unconsolidated 
    affiliates, and for purchase price adjustments under APB Opinion No. 16, 
    except for Stingray which resulted from changes in estimates of reserves for 
    uncollectible revenues. 
 
9. RELATED PARTY TRANSACTIONS 
 
     Our transactions with related parties are as follows (in thousands): 
 
 
 
                                                         QUARTER ENDED      NINE MONTHS ENDED 
                                                         SEPTEMBER 30,        SEPTEMBER 30, 
                                                       -----------------    ------------------ 
                                                        2000       1999      2000       1999 
                                                       -------    ------    -------    ------- 
                                                                            
Revenues received from related parties: 
  Oil and natural gas sales..........................  $ 6,932    $8,090    $18,579    $23,116 
  Gathering, transportation and platform services....    2,969        --      3,019        990 
                                                       -------    ------    -------    ------- 
                                                       $ 9,901    $8,090    $21,598    $24,106 
                                                       =======    ======    =======    ======= 
Expenses paid to related parties: 
  Purchased natural gas costs........................  $ 4,519    $   --    $ 6,569    $    -- 
  Operating expenses.................................    6,129     2,877     15,750     10,014 
                                                       -------    ------    -------    ------- 
                                                       $10,648    $2,877    $22,319    $10,014 
                                                       =======    ======    =======    ======= 
Reimbursements received from related parties: 
  Operating expenses.................................  $ 4,909    $  116    $15,634    $   418 
                                                       =======    ======    =======    ======= 
 
 
     There have been no changes to our related party relationships, except as 
described below, from our 1999 Annual Report on Form 10-K. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
     As a result of becoming the operator of Deepwater Holdings' assets, we 
began receiving a reimbursement from Deepwater Holdings for the cost of 
operating HIOS, UTOS, East Breaks, Stingray, and West Cameron Dehy. This 
reimbursement is a fixed monthly amount covering normal operating activities and 
is recorded as a reduction to our operation and maintenance expense. To the 
extent our costs are more than the monthly reimbursement, our operating expenses 
will be higher, and to the extent our costs are lower than the monthly 
reimbursement, our operating expense will be lower. In addition, due to the 
timing of actual costs, we may recognize fluctuations in our results of 
operations throughout the year. 
 
     In March 2000, we acquired EPIA. EPIA's sales of natural gas, 
transportation services, and purchases of natural gas include transactions with 
affiliates of our general partner. 
 
     In November 1999, we entered into an agreement with El Paso Field Services 
under which they provide personnel to operate Stingray and West Cameron Dehy. 
During 2000, El Paso Field Services also began operating HIOS, UTOS, East Breaks 
and EPIA. In August 2000, we entered into an agreement whereby El Paso Field 
Services will operate the Crystal storage businesses. All fees paid under these 
contracts approximate actual costs incurred. 
 
     In October 1999, we farmed out our working interest in the Prince Field, 
formerly known as the Ewing Bank 958 Unit, to El Paso Production GOM, Inc., an 
indirect subsidiary of El Paso Energy. Under the terms of the farmout agreement, 
our net overriding royalty interest in the Prince Field, increased to a weighted 
average of approximately 9 percent. If El Paso Production GOM recoups the costs 
associated with its drilling and completion activities on the field, we can 
convert our royalty interest into a 30 percent undivided working interest. El 
Paso Production GOM began drilling on the Prince Field in November 1999 and 
encountered over 200 feet of net hydrocarbon pay. As a result, El Paso 
Production GOM contracted with us to build the TLP described below. 
 
     In July 1999, we entered into a contract with MODEC International, L.L.C. 
for the design, construction, fabrication and installation of the hull, tendons, 
pilings and production risers for a TLP, to be used as part of the Prince Field 
development. In May 2000, we entered into a letter of intent and, in August 
2000, we finalized the processing agreement with El Paso Production GOM to 
install and own the TLP. 
 
10. NEW ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED 
 
  Accounting for Derivative Instruments and Hedging Activities 
 
     In June of 1998, the Financial Accounting Standards Board, (FASB) issued 
Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for 
Derivative Instruments and Hedging Activities. In June of 1999, the FASB 
extended the adoption date of SFAS No. 133 through the issuance of SFAS No. 137, 
Deferral of the Effective Date of SFAS 133. In June 2000, the FASB issued SFAS 
No. 138, Accounting for Certain Derivative Instruments and Certain Hedging 
Activities, which also amended SFAS No. 133. SFAS No. 133, and its amendments 
and interpretations, establishes accounting and reporting standards for 
derivative instruments, including derivative instruments embedded in other 
contracts, and derivative instruments used for hedging activities. It will 
require that we measure all derivative instruments at their fair value, and 
classify them as either assets or liabilities on our balance sheet, with a 
corresponding offset to income or other comprehensive income depending on their 
designation, their intended use, or their ability to qualify as hedges under the 
standard. 
 
     We will adopt SFAS No. 133 beginning January 1, 2001, and will apply the 
standard to all derivative instruments that exist on that date, except for 
derivative instruments embedded in other contracts. As provided for in SFAS No. 
133, we will apply the provisions of the standard to derivative instruments 
embedded in other contracts issued, acquired, or substantively modified after 
December 31, 1998. 
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                         EL PASO ENERGY PARTNERS, L.P. 
 
      NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED) 
 
     We use derivative instruments to hedge risks associated with commodity 
prices. All of our existing derivative instruments expire in December 2000. 
Therefore, there will be no impact relating to our existing derivative 
instruments on our financial statements as a result of adopting SFAS No. 133. 
However, if we enter into additional financial transactions, these transactions 
may have an impact on our financial statements. 
 
  Revenue Recognition in Financial Statements 
 
     In December 1999, the Securities and Exchange Commission issued Staff 
Accounting Bulletin (SAB) No. 101, Revenue Recognition in Financial Statements, 
to provide guidance for revenue recognition issues and disclosure requirements. 
SAB No. 101 offers guidelines, examples, and explanations for uncertain matters 
relating to the recognition of revenue and will be effective for us in the 
fourth quarter of 2000. We do not believe the adoption of SAB No. 101 will have 
a material impact on our financial position, results of operations, or cash 
flows. 
 
 Accounting for Transfers and Servicing of Financial Assets and Extinguishments 
 of Liabilities 
 
     In September 2000, the FASB issued SFAS No. 140, Accounting for Transfers 
and Servicing of Financial Assets and Extinguishments of Liabilities, which 
replaces SFAS No. 125. This statement revises the standards for accounting for 
securitizations and other transfers of financial assets and collateral and 
requires certain disclosures, but carries over most of SFAS No. 125's provisions 
without reconsideration. This standard has various effective dates, the earliest 
of which is for fiscal years ending after December 15, 2000. We do not believe 
the adoption of SFAS No. 140 will have a material impact on our financial 
position, results of operations, or cash flows. 
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS 
 
     The information contained in this section updates, and should be read in 
conjunction with, information disclosed in Part II, Items 7, 7A and 8, in our 
Annual Report on Form 10-K for the year ended December 31, 1999, in addition to 
the financial statements and notes presented in Item 1 of this Quarterly Report 
on Form 10-Q. 
 
                             RESULTS OF OPERATIONS 
 
  Third Quarter Ended September 30, 2000 Compared With Third Quarter Ended 
September 30, 1999 
 
     For the quarter ended September 30, 2000, our net income was $4.9 million 
versus $9.3 million for the quarter ended September 30, 1999. Third quarter 2000 
results included earnings from the newly installed Allegheny oil pipeline, the 
newly acquired EPIA gathering system, and the newly acquired Crystal storage 
businesses. In addition, we had lower net operating costs. Net income for the 
third quarter 1999 included a $10.1 million gain relating to the formation of 
Deepwater Holdings. EBIT was $16.5 million for the third quarter of 2000 versus 
$20.0 million for the third quarter of 1999. 
 
  Nine Months Ended September 30, 2000 Compared With Nine Months Ended September 
30, 1999 
 
     For the nine months ended September 30, 2000, our net income was $15.2 
million versus $16.9 million for the nine months ended September 30, 1999. Nine 
months ended September 30, 2000 included earnings from the newly installed 
Allegheny oil pipeline, the newly acquired EPIA system, a higher contribution 
from the Viosca Knoll gathering system due to our acquisition of an additional 
interest in this system in June 1999 and again in September 2000, and the newly 
acquired Crystal storage businesses. In addition, we had lower net operating 
costs which included the favorable resolution of the Transco litigation. These 
increases were offset by lower earnings from Poseidon as a result of a pipeline 
rupture in the first quarter 2000. Net income for the nine months ended 
September 30, 1999 included a $10.1 million gain relating to the formation of 
Deepwater Holdings. EBIT was $50.6 million for the nine months ended September 
30, 2000 versus $41.4 million for the nine months ended September 30, 1999. 
 
     A more detailed analysis of our segment results and non-operating expenses 
is discussed below. 
 
                                SEGMENT RESULTS 
 
     As a result of our acquisition of the Crystal storage businesses in August 
2000, we began providing natural gas storage services. We have shown these 
activities as a separate segment. 
 
     The following table presents EBIT by segment and in total for each of the 
three and nine months ended September 30: 
 
 
 
                                                        QUARTER ENDED       NINE MONTHS ENDED 
                                                        SEPTEMBER 30,         SEPTEMBER 30, 
                                                      ------------------    ------------------ 
                                                       2000       1999       2000       1999 
                                                      -------    -------    -------    ------- 
                                                                   (IN THOUSANDS) 
                                                                            
EARNINGS BEFORE INTEREST EXPENSE AND INCOME TAXES 
Gathering, transportation, and platform services....  $17,915    $20,511    $54,441    $45,886 
Oil and natural gas production......................   (1,825)      (567)    (4,367)    (4,610) 
Gas storage services................................      393         --        393         -- 
                                                      -------    -------    -------    ------- 
  Segment EBIT......................................   16,483     19,944     50,467     41,276 
Non-segment activity, net...........................       57         31        125        156 
                                                      -------    -------    -------    ------- 
  Consolidated EBIT.................................  $16,540    $19,975    $50,592    $41,432 
                                                      =======    =======    =======    ======= 
 
 
  EBIT variances are discussed in the segment results below. 
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GATHERING, TRANSPORTATION, AND PLATFORM SERVICES 
 
 
 
                                                      QUARTER ENDED        NINE MONTHS ENDED 
                                                      SEPTEMBER 30,          SEPTEMBER 30, 
                                                   -------------------    -------------------- 
                                                    2000        1999        2000        1999 
                                                   -------    --------    --------    -------- 
                                                                 (IN THOUSANDS) 
                                                                           
Gathering and transportation.....................  $ 8,643    $  8,607    $ 28,522    $ 13,545 
Platform services................................    7,422       5,875      20,208      17,744 
Equity investment earnings.......................    6,215       6,641      16,287      26,594 
Natural gas sales................................   10,750          --      18,662          -- 
                                                   -------    --------    --------    -------- 
  Total operating revenues.......................   33,030      21,123      83,679      57,883 
Purchased natural gas costs......................   (8,759)         --     (14,344)         -- 
Operating expenses, net..........................   (6,560)    (10,719)    (16,106)    (22,239) 
Other income.....................................      204      10,107       1,212      10,242 
                                                   -------    --------    --------    -------- 
  EBIT...........................................  $17,915    $ 20,511    $ 54,441    $ 45,886 
                                                   =======    ========    ========    ======== 
 
 
  Third Quarter Ended September 30, 2000 Compared With Third Quarter Ended 
September 30, 1999 
 
     Operating revenues for the quarter ended September 30, 2000, were $11.9 
million higher than the same period in 1999 primarily as a result of the 
purchase of the EPIA system in March 2000. EPIA, in addition to providing 
transportation services, provides marketing services through the purchase and 
resale of natural gas. EPIA buys natural gas from regional producers and others, 
and sells natural gas to local distribution companies and others. The revenue 
from the sale of natural gas is reflected above as "natural gas sales" and the 
cost of natural gas acquired for resale is reflected as "purchased natural gas 
costs." Revenues were also higher due to the Allegheny oil pipeline, which was 
placed in service in the fourth quarter of 1999. These increases were partially 
offset by lower equity earnings from Poseidon and lower revenues from the Viosca 
Knoll gathering system. 
 
     Operating expenses for the quarter ended September 30, 2000, were $3.9 
million lower than the same period in 1999 primarily due to cost recoveries 
under our operating agreement with Deepwater Holdings relative to actual costs 
incurred. This was partially offset by higher operating costs as a result of 
acquiring EPIA in March 2000. 
 
     Other income for the quarter ended September 30, 1999 included a $10.1 
million gain as a result of the formation of Deepwater Holdings. 
 
  Nine Months Ended September 30, 2000 Compared With Nine Months Ended September 
30, 1999 
 
     Operating revenues for the nine months ended September 30, 2000, were $25.8 
million higher than the same period in 1999, primarily as a result of the 
purchase of the EPIA system in March 2000. Revenues were also higher due to an 
additional 49 percent interest in Viosca Knoll purchased in June 1999, and the 
Allegheny oil pipeline, which was placed in service in the fourth quarter of 
1999. These increases were partially offset by lower equity earnings from 
Deepwater Holdings as a result of an increase in expenses from operating East 
Breaks, which was placed in service in June 2000, as well as, lower equity 
earnings from Poseidon due to the pipeline rupture in January 2000. 
 
     Operating expenses for the nine months ended September 30, 2000, were $5.9 
million lower than the same period in 1999 due to the favorable resolution of 
the Transco litigation and cost recoveries under our operating agreement with 
Deepwater Holdings relative to actual costs incurred during the first and third 
quarter for those operations. These decreases were partially offset by higher 
operating costs as a result of acquiring EPIA in March 2000. 
 
     Other income for the nine months ended September 30, 2000 includes $1.0 
million of business interruption insurance proceeds relating to the Poseidon 
pipeline rupture in January 2000. Other income for the nine months ended 
September 30, 1999 includes a gain of $10.1 million relating to the formation of 
Deepwater Holdings. 
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OIL AND NATURAL GAS PRODUCTION 
 
 
 
                                                     QUARTER ENDED        NINE MONTHS ENDED 
                                                     SEPTEMBER 30,          SEPTEMBER 30, 
                                                   ------------------    -------------------- 
                                                    2000       1999        2000        1999 
                                                   -------    -------    --------    -------- 
                                                         (IN THOUSANDS, EXCEPT VOLUMES) 
                                                                          
Natural gas......................................  $ 2,376    $ 6,811    $ 11,122    $ 19,459 
Oil, condensate, and liquids.....................    2,263      1,318       5,321       3,770 
                                                   -------    -------    --------    -------- 
          Total operating revenues...............    4,639      8,129      16,443      23,229 
Operating expenses...............................   (6,464)    (8,696)    (20,810)    (27,839) 
                                                   -------    -------    --------    -------- 
  EBIT...........................................  $(1,825)   $  (567)   $ (4,367)   $ (4,610) 
                                                   =======    =======    ========    ======== 
Volumes(1) 
  Natural gas sales (MMcf).......................    1,546      2,824       5,438       9,701 
                                                   =======    =======    ========    ======== 
  Oil, condensate, and liquid sales (MBbls)......       86         86         223         279 
                                                   =======    =======    ========    ======== 
Weighted average realized prices(1) 
  Natural gas ($/Mcf)............................  $  1.54    $  2.40    $   2.05    $   2.00 
                                                   =======    =======    ========    ======== 
  Oil, condensate, and liquids ($/Bbl)...........  $ 26.31    $ 15.14    $  23.89    $  13.45 
                                                   =======    =======    ========    ======== 
 
 
- --------------- 
 
(1) As generally used in the energy industry and in this document, the following 
    terms have the following meanings: 
 
  MMcf = million cubic feet 
  MBbls = thousand barrels 
  Mcf   = thousand cubic feet 
  Bbl   = barrel 
 
  Third Quarter Ended September 30, 2000 Compared With Third Quarter Ended 
September 30, 1999 
 
     Oil and natural gas sales for the quarter ended September 30, 2000, were 
$3.5 million lower than 1999. The decrease was a result of lower oil and natural 
gas production due to normal production declines of existing reserves, the 
permanent shut-in of two wells at VK 817, and lower realized natural gas prices, 
offset by higher realized oil prices. Realized prices were affected by hedges in 
place during the period. 
 
     We engage in hedging activities on our oil and natural gas production to 
obtain more determinable cash flows and to mitigate the risk of downward price 
movements on sales of these commodities. We do this through oil and natural gas 
swaps. All of our derivative instruments currently expire in December 2000. 
 
     Operating expenses for the quarter ended September 30, 2000, were $2.2 
million lower than in the same period in 1999, primarily as a result of lower 
depletion due to lower oil and natural gas production. 
 
  Nine Months Ended September 30, 2000 Compared With Nine Months Ended September 
30, 1999 
 
     Oil and natural gas sales for the nine months ended September 30, 2000, 
were $6.8 million lower than 1999. The decrease was a result of lower oil and 
natural gas production due to normal production declines of existing reserves, 
the permanent shut-in of two wells at VK 817, and the temporary shut in of 
Garden Banks 72 and 117 as a result of the Poseidon rupture, offset by higher 
realized prices of both oil and natural gas. Realized prices were affected by 
hedges in place during the period. 
 
     Operating expenses for the nine months ended September 30, 2000, were $7.0 
million lower than 1999, primarily a result of lower depletion due to lower oil 
and natural gas production. 
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GAS STORAGE SERVICES 
 
 
 
                                                                                NINE MONTHS 
                                                            QUARTER ENDED          ENDED 
                                                            SEPTEMBER 30,      SEPTEMBER 30, 
                                                           ---------------    --------------- 
                                                            2000      1999     2000      1999 
                                                           -------    ----    -------    ---- 
                                                                     (IN THOUSANDS) 
                                                                              
Gas Storage services.....................................  $ 1,550    $ --    $ 1,550    $ -- 
                                                           -------            ------- 
          Total operating revenues.......................    1,550      --      1,550      -- 
Operating expenses, net..................................   (1,157)     --     (1,157)     -- 
                                                           -------    ----    -------    ---- 
          EBIT...........................................  $   393    $ --    $   393    $ -- 
                                                           =======    ====    =======    ==== 
 
 
     In August 2000, we acquired the Crystal storage businesses. For the quarter 
and nine months ended September 30, 2000, the revenues from these businesses 
consisted primarily of fixed reservation fees for gas storage capacity. Gas 
storage capacity revenues are recognized and due during the month in which 
capacity is reserved for the customer, regardless of the amount of capacity 
actually used. Operating expenses consist of management and operating fees and 
depreciation on the storage facilities. 
 
INTEREST AND DEBT EXPENSE 
 
     Interest and debt expense, net of capitalized interest, for the three 
months ended September 30, 2000, was $1 million higher than 1999 due to slightly 
higher debt levels. 
 
     Interest and debt expense, net of capitalized interest, for the nine months 
ended September 30, 2000, was $11 million higher than 1999 due to higher average 
debt levels and interest rates in 2000. 
 
                        LIQUIDITY AND CAPITAL RESOURCES 
 
CASH FROM OPERATING ACTIVITIES 
 
     Net cash provided by operating activities was $49.3 million for the nine 
months ended September 30, 2000, compared to $48.0 million for the same period 
in 1999. The increase was due to higher earnings from acquisitions, such as 
EPIA, the Crystal storage businesses and the increase in our investment in 
Viosca Knoll and the newly installed Allegheny pipeline. These increases were 
offset by higher interest expense and lower earnings from Poseidon. 
 
CASH FROM INVESTING ACTIVITIES 
 
     Net cash used in investing activities was approximately $104.2 million for 
the nine months ended September 30, 2000, due to our acquisition of EPIA, 
additions to property, plant, and equipment, and additional capital funding of 
our equity investments. 
 
CASH FROM FINANCING ACTIVITIES 
 
     Net cash flows provided by financing activities totaled approximately $63.3 
million for the nine months ended September 30, 2000. During 2000, we received 
net proceeds of $19.7 million from our project finance loan and issued common 
units for $100.8 million of net proceeds. These activities were offset by our 
distributions to partners of $57.0 million. 
 
     In June 2000, we amended our existing senior secured revolving credit 
facility, increasing the facility to $500.0 million from $375.0 million, with 
availability based upon historical cash flow. This credit facility allows us to 
pursue the increasing number of internal growth opportunities and to implement 
our acquisition growth 
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strategy. Specifically, the additional borrowing capacity will be used to expand 
our offshore and onshore infrastructure through acquisitions and construction. 
 
     To finance a substantial portion of the estimated $140.0 million total cost 
of the TLP, pipelines and other facilities that we plan to install in the Prince 
Field, we obtained a $95.0 million limited recourse project finance loan from a 
group of commercial lenders that would be convertible into a term loan upon 
completion of the construction project. 
 
     In July 2000, we completed a public offering of 4,600,000 common units that 
included 600,000 common units to cover over-allotments for the underwriters. We 
used the net cash proceeds of $100.8 million to temporarily reduce the balance 
outstanding under our revolving credit facility. We may reborrow funds available 
under our revolving credit facility in the future for general business purposes, 
including expanding our offshore and onshore infrastructure through acquisitions 
and construction. 
 
     As a result of the third and final offer to convert our 289,699 outstanding 
publicly-held preference units into an equal number of our common units, which 
expired on August 7, 2000, approximately 211,000 units were tendered for 
conversion by our unitholders. On October 20, 2000, we redeemed the remainder of 
our outstanding publicly-held preference units for approximately $0.8 million. 
Unitholders of the 78,450 units were paid $10.25 in cash per unit. Following the 
retirement of these units, any remaining balance in their capital account will 
be allocated to the common unitholders. 
 
     We expect that future funding for capital expenditures, acquisitions, and 
other investing activities and for long-term debt retirements, distributions, 
and other financing expenditures will be provided by internally generated funds, 
available capacity under existing credit facilities, and the issuance of 
long-term debt or equity. 
 
                         COMMITMENTS AND CONTINGENCIES 
 
     See Note 6, which is incorporated herein by reference. 
 
                                     OTHER 
 
     In August 2000, we finalized a processing agreement with El Paso Production 
GOM under which they would commit all of the natural gas and oil produced from 
the Prince Field to a TLP, the related pipelines, and separating and handling 
facilities that we will install by July 2001. The platform is anticipated to be 
delivered in April 2001 with first production anticipated to commence in June 
2001. El Paso Production GOM will pay us a fixed monthly demand charge beginning 
upon installation of our TLP, as well as a commodity charge for the natural gas, 
oil and brine produced from the Prince Field. In addition, El Paso Production 
GOM would use other existing pipelines, including our Poseidon and Manta Ray 
Offshore joint venture systems, to transport the Prince Field production from 
our TLP to shore. 
 
     In January 2000, El Paso Energy announced it had entered into an agreement 
to merge with The Coastal Corporation. Coastal is the parent company of ANR 
Pipeline Company, which is our joint venture partner in Deepwater Holdings. The 
merger, which is expected to close in the fourth quarter, is subject to certain 
conditions, including receipt of certain required government approvals. If the 
merger is completed, ANR will become our affiliate. 
 
NEW ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED 
 
     See Note 10, which is incorporated herein by reference. 
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                         CAUTIONARY STATEMENT REGARDING 
                           FORWARD-LOOKING STATEMENTS 
 
     We have made statements in this document that constitute forward-looking 
statements, as that term is defined in the Private Securities Litigation Reform 
Act of 1995. These statements are subject to risks and uncertainties. 
Forward-looking statements include information concerning possible or assumed 
future results of operations. These statements may relate to information or 
assumptions about: 
 
     - earnings per unit; 
 
     - capital and other expenditures; 
 
     - cash distributions; 
 
     - financing plans; 
 
     - capital structure; 
 
     - cash flow; 
 
     - pending legal proceedings and claims, including environmental matters; 
 
     - future economic performance; 
 
     - operating income; 
 
     - cost savings; 
 
     - management's plans; and 
 
     - goals and objectives for future operations. 
 
     Important factors that could cause actual results to differ materially from 
estimates or projections contained in forward-looking statements include, among 
others, the following: 
 
     - the increasing competition within our industry; 
 
     - the timing and extent of changes in commodity prices for natural gas and 
       oil; 
 
     - the uncertainties associated with customer contract expirations on our 
       pipeline systems; 
 
     - the conditions of equity and other capital market; and 
 
     - the ability to successfully integrate acquisitions. 
 
     These and other risk factors are more fully described in our other filings 
with the Securities and Exchange Commission, including our Annual Report on Form 
10-K for the year ended December 31, 1999. 
 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
 
     This information updates, and you should read it in conjunction with, 
information disclosed in Part II, Item 7A in our Annual Report on Form 10-K for 
the year ended December 31, 1999, in addition to the information presented in 
Items 1 and 2 of this Quarterly Report on Form 10-Q. 
 
     At September 30, 2000, we had three oil and natural gas sales swaps 
covering a significant portion of our production for the calendar year 2000. For 
the nine months ended September 30, 2000 and 1999, we recorded a net loss of 
$8.6 million and $1.3 million, respectively, on these contracts. Had we settled 
our open hedging positions as of September 30, 2000, based on the applicable 
settlement prices of the NYMEX futures contracts, we would have recognized 
losses of approximately $0.3 million related to our oil swap and $5.9 million 
related to our natural gas swaps. All of our existing derivative instruments 
expire in December 2000. 
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                          PART II -- OTHER INFORMATION 
 
ITEM 1. LEGAL PROCEEDINGS 
 
     See Part I -- Financial Information, Note 6, which is incorporated herein 
by reference. 
 
ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS 
 
     See Part I -- Financial Information, Note 3, which is incorporated herein 
by reference. 
 
ITEM 3. DEFAULTS UPON SENIOR SECURITIES 
 
     None. 
 
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 
 
     None. 
 
ITEM 5. OTHER INFORMATION 
 
     None. 
 
ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 
 
     (a) Exhibits 
 
     Each exhibit identified below is filed as part of this quarterly report. 
Exhibits not incorporated by reference to a prior filing are designated by an 
asterisk; all exhibits not so designated are incorporated herein by reference to 
a prior filing as indicated. 
 
 
 
        EXHIBIT 
         NUMBER                                  DESCRIPTION 
        -------                                  ----------- 
                       
         *10.14          Credit Agreement dated as of August 23, 2000 by and among 
                         Argo, L.L.C., the lenders party thereto, the Chase Manhattan 
                         Bank, as administrative agent, First Union National Bank, as 
                         syndication agent, Bank One, N.A., as documentation agent, 
                         and Chase Securities Inc., as arranger. 
         *10.15          Sponsor Agreement dated as of August 23, 2000, by El Paso 
                         Energy Partners, L.P., and the Chase Manhattan Bank, as 
                         administrative agent. 
         *10.16          Agreement and Plan of Merger dated as of August 28, 2000 by 
                         and among El Paso Energy Partners, L.P., as Parent, El Paso 
                         Partners Acquisition, L.L.C., Crystal Holding, Inc., and 
                         Crystal Gas Storage, Inc. 
         *27             Financial Data Schedule 
 
 
     (b) Report on Form 8-K 
 
     We filed a Current Report on Form 8-K, dated July 14, 2000, with regard to 
our pending acquisition of the natural gas storage businesses of Crystal Gas 
Storage, Inc. and the amendment of our senior secured revolving credit facility. 
 
     We filed a Current Report on Form 8-K, dated July 20, 2000, reporting 
unaudited pro forma condensed combined financial statements reflecting our 
pending acquisition of the natural gas storage businesses of Crystal Gas 
Storage, Inc. 
 
     We filed a Current Report on Form 8-K, dated July 27, 2000, regarding the 
underwriting agreement related to our public offering of common units that 
closed on July 28, 2000. 
 
     We filed a current report on Form 8-K dated September 11, 2000, updating 
pro forma financial statements relating to the acquisition of the salt dome 
natural gas storage business of Crystal Gas Storage Inc. 
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                                   SIGNATURES 
 
     Pursuant to the requirements of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the 
undersigned thereunto duly authorized. 
 
                                          EL PASO ENERGY PARTNERS, L.P. 
 
                                          By: EL PASO ENERGY PARTNERS COMPANY, 
                                            its General Partner 
 
Date: November 9, 2000                    By:      /s/ KEITH B. FORMAN 
                                            ------------------------------------ 
                                                      Keith B. Forman 
                                             Vice President and Chief Financial 
                                                           Officer 
 
Date: November 9, 2000                    By:      /s/ D. MARK LELAND 
                                            ------------------------------------ 
                                                       D. Mark Leland 
                                            Senior Vice President and Controller 
                                               (Principal Accounting Officer) 
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                               INDEX TO EXHIBITS 
 
 
 
        EXHIBIT 
         NUMBER                                  DESCRIPTION 
        -------                                  ----------- 
                       
        *10.14           Credit Agreement dated as of August 23, 2000 by and among 
                         Argo, L.L.C., the lenders party thereto, the Chase Manhattan 
                         Bank, as administrative agent, First Union National Bank, as 
                         syndication agent, Bank One, N.A., as documentation agent, 
                         and Chase Securities Inc., as arranger. 
        *10.15           Sponsor Agreement dated as of August 23, 2000, by El Paso 
                         Energy Partners, L.P., and the Chase Manhattan Bank, as 
                         administrative agent. 
        *10.16           Agreement and Plan of Merger dated as of August 28, 2000 by 
                         and among El Paso Energy Partners, L.P., as Parent, El Paso 
                         Partners Acquisition, L.L.C., Crystal Holding, Inc. and 
                         Crystal Gas Storage, Inc. 
        *27              Financial Data Schedule 
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                                 August 23, 2000 
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                                  ARGO, L.L.C. 
 
 
                            The Lenders Party Hereto 
 
                                       and 
 
 
                            THE CHASE MANHATTAN BANK, 
                             as Administrative Agent 
 
 
                           FIRST UNION NATIONAL BANK, 
                              as Syndication Agent 
 
 
                                  BANK ONE, NA, 
                             as Documentation Agent 
 
                           --------------------------- 
 
                             CHASE SECURITIES INC., 
                                   as Arranger 
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         CREDIT AGREEMENT dated as of August 23, 2000, among ARGO, L.L.C., the 
LENDERS party hereto, and THE CHASE MANHATTAN BANK, as Administrative Agent, 
FIRST UNION NATIONAL BANK, as Syndication Agent and BANK ONE, NA, as 
Documentation Agent. 
 
                  The parties hereto agree as follows: 
 
 
                                    ARTICLE I 
 
                                   Definitions 
 
                  SECTION 1.01. Defined Terms. As used in this Agreement, the 
following terms have the meanings specified below: 
 
                  "ABR", when used in reference to any Loan or Borrowing, refers 
to whether such Loan, or the Loans comprising such Borrowing, are bearing 
interest at a rate determined by reference to the Alternate Base Rate. 
 
                  "Account Bank" means The Chase Manhattan Bank, in its capacity 
as the provider of accounts hereunder. 
 
                  "Additional Contract" means any contract or undertaking to 
which the Borrower is a party relating to the Project, entered into after the 
Effective Date. 
 
                  "Adjusted LIBO Rate" means, with respect to any Eurodollar 
Borrowing for any Interest Period, an interest rate per annum (rounded upwards, 
if necessary, to the next 1/16 of 1%) equal to (a) the LIBO Rate for such 
Interest Period multiplied by (b) the Statutory Reserve Rate. 
 
                  "Administrative Agent" means The Chase Manhattan Bank, in its 
capacity as administrative agent for the Lenders hereunder. 
 
                  "Administrative Questionnaire" means an Administrative 
Questionnaire in a form supplied by the Administrative Agent. 
 
                  "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. 
 
                  "Agreement" means this Credit Agreement, as amended, 
supplemented or modified from time to time. 
 
                  "Alternate Base Rate" means, for any day, a rate per annum 
equal to the greatest of (a) the Prime Rate in effect on such day, (b) the Base 
CD Rate in effect on such day plus 1% and (c) the Federal Funds Effective Rate 
in effect on such day plus 1/2 of 1%. Any change in the Alternate Base Rate due 
to a change in the Prime Rate, the Base CD Rate or the Federal Funds Effective 
Rate shall be effective from and including the effective date of such change in 
the Prime Rate, the Base CD Rate or the Federal Funds Effective Rate, 
respectively. 
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                  "Applicable Percentage" means, with respect to any Lender, the 
percentage of the total Construction Loan Commitments represented by such 
Lender's Construction Loan Commitment. If the Construction Loan Commitments have 
terminated or expired, the Applicable Percentages shall be determined based upon 
the Construction Loan Commitments most recently in effect, giving effect to any 
assignments, or if the Construction Loans have Converted to Term Loans, each 
Lender's Applicable Percentage shall be the percentage of total Term Loans 
represented by such Lender's Term Loans. 
 
                  "Applicable Rate" means, for any day, with respect to any ABR 
Loan or Eurodollar Loan, as the case may be, the applicable per annum percentage 
rate set forth below at the appropriate intersection in the table below, based 
on whether Full Clawback Coverage has occurred and, after the occurrence of Full 
Clawback Coverage, the Debt Coverage Ratio for the Rolling Period ending on the 
last day of the most recent fiscal quarter with respect to which the 
Administrative Agent has received the financial statements and other information 
(the "Current Information") required to be delivered to the Administrative Agent 
pursuant to Section 5.02 and the calculation showing the then Applicable Rate 
(such calculation to be made by the Borrower as soon as practicable after the 
end of each fiscal quarter, with written notice by the Borrower to the 
Administrative Agent, as soon as practicable thereafter, whether the Applicable 
Rate has changed or is to remain constant for the applicable period). 
 
 
 
                                                                                 ABR               Eurodollar 
                                                                               Spread                Spread 
                                                                               ------              ---------- 
                                                                                               
Prior to Full Clawback Coverage                                                 0.75%                1.75% 
                                                                                ----                 ---- 
 
Subsequent to Full Clawback Coverage if the Debt Coverage 
Ratio is: 
 
          Less than or equal to 2.00:1.00                                       0.25%                 1.25% 
                                                                                ====                 ==== 
          Greater than 2.00:1.00 but less than or equal to 3.00:1.00            0.50%                 1.50% 
                                                                                ====                 ==== 
          Greater than 3.00:1.00                                                0.75%                 1.75% 
                                                                                ====                 ==== 
 
 
Each change in the Applicable Rate based on a change in the Current Information 
shall become effective on the date on which Current Information is delivered to 
the Lenders pursuant to Section 5.01 (but in any event not later than the 60th 
day after the end of each of the first three quarterly periods of each fiscal 
year or the 120th day after the end of each fiscal year, as the case may be) and 
shall remain in effect until the next change to be effected pursuant to this 
paragraph. If, after the occurrence of Full Clawback Coverage, any Current 
Information is not delivered within the time periods specified in Section 5.01, 
then, until such Current Information is delivered, the Debt Coverage Ratio at 
the end of the Rolling Period that would have been covered thereby shall for the 
purposes of this definition be deemed to be greater than 3.00 to 1.00. 
 
                  "Approved Construction Budget" means the construction budget 
prepared by the Borrower and approved by the Administrative Agent, the Lenders 
and the Independent Engineer specifying the cost by category of all Project 
Costs, as the same may be supplemented or amended from time to time with the 
approval of the Administrative Agent. 
 
                  "Argo Lenders" means the banks and other financial 
institutions that are, from time to time, Lenders under this Agreement. 
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                  "Assessment Rate" means, for any day, the annual assessment 
rate in effect on such day that is payable by a member of the Bank Insurance 
Fund classified as "well-capitalized" and within supervisory subgroup "B" (or a 
comparable successor risk classification) within the meaning of 12 C.F.R. Part 
327 (or any successor provision) to the Federal Deposit Insurance Corporation 
for insurance by such Corporation of time deposits made in dollars at the 
offices of such member in the United States; provided that if, as a result of 
any change in any law, rule or regulation, it is no longer possible to determine 
the Assessment Rate as aforesaid, then the Assessment Rate shall be such annual 
rate as shall be determined by the Administrative Agent to be representative of 
the cost of such insurance to the Lenders. 
 
                  "Assignment and Acceptance" means an assignment and acceptance 
entered into by a Lender and an assignee (with the consent of any party whose 
consent is required by Section 9.04), and accepted by the Administrative Agent, 
in the form of Exhibit A or any other form approved by the Administrative Agent. 
 
                  "Assignment and Assumption Agreement" means the assignment and 
assumption agreement dated as of the date hereof by and between Delos Offshore 
Company, L.L.C., as assignor, and the Borrower, as assignee, relating to the 
assignment to and assumption by the Borrower of the Platform Hull Construction 
Contract, the Installation Agreement, the Topsides Construction Contract and the 
Engineering Services Agreement. 
 
                  "Availability Period" means the period from and including the 
Effective Date to but excluding the earlier of the Construction Loan Maturity 
Date and the date of termination of the Construction Loan Commitments. 
 
                  "Available Cash Flow" has the meaning set forth in Section 
2.20(b)(ix). 
 
                  "Base Case Model" means the financial model prepared in good 
faith by Borrower, and approved by the Administrative Agent in consultation with 
the Independent Engineer, setting out reasonably expected cash flow, operating 
expenses, capital costs and debt service of the Project, in each case on a 
consolidated basis. 
 
                  "Base CD Rate" means the sum of (a) the Three-Month Secondary 
CD Rate multiplied by the Statutory Reserve Rate plus (b) the Assessment Rate. 
 
                  "Base Equity Contribution Amount" has the meaning set forth in 
the LLC Agreement and shall be an amount equal to not less than $35,000,000. 
 
                  "Borrower" means Argo, L.L.C., a Delaware limited liability 
company and an indirect wholly-owned subsidiary of the Sponsor. 
 
                  "Borrowing" means Loans of the same Type, made, converted or 
continued on the same date and, in the case of Eurodollar Loans, as to which a 
single Interest Period is in effect. 
 
                  "Borrowing Request" means a request by the Borrower for a 
Borrowing in accordance with Section 2.03. 
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                  "Budgeted Costs" means the approved Project Costs set forth in 
the Approved Construction Budget. 
 
                  "Business Day" means any day that is not a Saturday, Sunday or 
other day on which commercial banks in New York City are authorized or required 
by law to remain closed; provided that, when used in connection with a 
Eurodollar Loan, the term "Business Day" shall also exclude any day on which 
banks are not open for dealings in dollar deposits in the London interbank 
market. 
 
                  "Capital Expenditures" means, for any period, the sum of the 
aggregate amount of all expenditures of the Borrower and its Subsidiaries on a 
consolidated basis (other than expenditures made with the proceeds of casualty 
insurance) for fixed or capital assets made during such period that, in 
accordance with GAAP, would be classified as capital expenditures. 
 
                  "Capital Lease Obligations" of any Person means the 
obligations of such Person to pay rent or other amounts under any lease of (or 
other arrangement conveying the right to use) real or personal property, or a 
combination thereof, which obligations are required to be classified and 
accounted for as capital leases on a balance sheet of such Person under GAAP, 
and the amount of such obligations shall be the capitalized amount thereof 
determined in accordance with GAAP. 
 
                  "Change in Control" means the failure of the Sponsor to own, 
directly or indirectly, 100% of the legal and beneficial equity interest of the 
Borrower. 
 
                  "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 any Lender (or, 
for purposes of Section 2.14(b), by any lending office of such Lender or by such 
Lender's holding company, if any) 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. 
 
                  "Charges" has the meaning set forth in Section 9.13. 
 
                  "Class", when used in reference to any Loan or Borrowing, 
refers to whether such Loan, or Loans comprising such Borrowing, are 
Construction Loans or Term Loans. 
 
                  "Clawback Obligation" has the meaning given such term in the 
Sponsor Agreement. 
 
                  "Closing Date" means the date set forth in the first paragraph 
of this Agreement. 
 
                  "Code" means the Internal Revenue Code of 1986, as amended 
from time to time. 
 
                  "Collateral" means the property of the Borrower or any other 
Person that is subject to a Lien created by any Security Document. 
 
                  "Collateral Agent" means The Chase Manhattan Bank, in its 
capacity as collateral agent for the Argo Lenders and the EPN Lenders. 
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                  "Combined Lender" means any Lender that is a member of the 
Argo Lenders or the EPN Lenders. 
 
                  "Combined Total Credit Percentage" means as to any Combined 
Lender at any time, the percentage of the aggregate EPN Lender Indebtedness and 
the aggregate principal amount of the Sponsor's Clawback Obligation owing to 
such Combined Lender based on such Combined Lender's percentage share with 
respect to each such obligation as established under this Agreement and the EPN 
Credit Agreement. 
 
                  "Commitment Fee" means 0.375% per annum from the Closing Date 
to the Conversion Date of the unused portion of the Construction Loan 
Commitments; provided that the Commitment Fee shall be 0.125% per annum from the 
Closing Date until the earlier to occur of (a) the Initial Loan and (b) 90 days 
after the Closing Date. 
 
                  "Consolidated Cash Available for Debt Service" means, for any 
Rolling Period, operating cash flow of the Borrower and its Subsidiaries, less 
Consolidated Mandatory Capital Expenditures made by the Borrower and its 
Subsidiaries, plus consolidated interest income received by the Borrower and its 
Subsidiaries, in each case for such period. 
 
                  "Consolidated Debt Service" means, without duplication, for 
any Rolling Period, an amount equal to the aggregate of (a) principal and 
interest due and payable on the Term Loans and any other Indebtedness of the 
Borrower and its Subsidiaries after giving effect to any payments accrued or 
made during such period under any Interest Rate Agreements, and (b) other fees 
(if any) that may be payable to the Administrative Agent and the Lenders during 
such period pursuant to this Agreement. 
 
                  "Consolidated Debt Service Coverage Ratio" means for any 
Rolling Period the ratio of (a) the Consolidated Cash Available for Debt Service 
over (b) Consolidated Debt Service, in each case for such period. The 
Consolidated Debt Service Coverage Ratio will be calculated using the Base Case 
Model as adjusted to reflect actual results and reasonable projections of future 
performance. 
 
                  "Consolidated EBITDA" means, without duplication, as to the 
Borrower and its Subsidiaries, for each Rolling Period, on a consolidated basis, 
the amount equal to net income of the Borrower and its Subsidiaries less any 
non-cash income and gains included in net income, plus, to the extent deducted 
in determining net income, interest expense, depreciation, depletion and 
impairment, amortization of leasehold and intangibles, other non-cash costs, 
expenses, charges, write-offs and similar items and taxes; provided that gains 
or losses on the disposition of assets not in the ordinary course of business 
shall not be included in Consolidated EBITDA. 
 
                  "Consolidated Mandatory Capital Expenditures" means capital 
expenditures required to cause the Borrower, its Subsidiaries and the Project to 
comply with applicable Governmental Requirements and to obtain and maintain all 
Material Permits. 
 
                  "Consolidated Projected Cash Available for Debt Service" means 
Consolidated Cash Available for Debt Service determined on a pro forma basis for 
the period from the date of the then most recent consolidated financial 
statements of the Borrower and its Subsidiaries until the Final Maturity Date. 
 
                  "Consolidated Projected Debt Service" means, without 
duplication, for period from the date of the then most recent consolidated 
financial statements of the Borrower and its Subsidiaries until the Final 
Maturity Date, a pro forma amount equal to the aggregate of (a) principal and 
interest (assuming that interest will continue to accrue throughout such period 
at rates in effect on the date of determination) projected to be due and payable 
on the Term Loans (excluding the principal payment on the Term Loans due on the 
Final Maturity Date) and any other Permitted Indebtedness during such period, 
after giving effect to any payments projected to be made during such period 
under any Interest Rate Agreements and (b) other fees (if any) that are 
projected to be payable to the Administrative Agent and the Lenders during such 
period pursuant to this Agreement. 
 
                  "Consolidated Projected Debt Service Coverage Ratio" means, 
for the period from the date of the then most recent consolidated financial 
statements of the Borrower and its Subsidiaries until the Final 
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Maturity Date, a financial ratio calculated as the quotient of the Consolidated 
Projected Cash Available for Debt Service over Consolidated Projected Debt 
Service, in each case for such period. 
 
                  "Construction Contractor" means each counterparty, other than 
the Borrower, to each Construction Contract. 
 
                  "Construction Contracts" means, collectively, the Platform 
Hull Construction Contract, the Installation Agreement, the Topsides 
Construction Contract, the Engineering Services Contract and the Pipeline 
Installation Contract. 
 
                  "Construction Equity Contribution Amount" has the meaning set 
forth in the LLC Agreement and shall be equal to $8,000,000. 
 
                  "Construction Loan" means a Loan made pursuant to Section 
2.01. 
 
                  "Construction Loan Commitment" means, with respect to each 
Lender, the commitment of such Lender to make Construction Loans hereunder, 
expressed as an amount representing the maximum aggregate amount of such 
Lender's Construction Loans hereunder, as such commitment may be (a) reduced 
from time to time pursuant to Section 2.06 and (b) reduced or increased from 
time to time pursuant to assignments by or to such Lender pursuant to Section 
9.04. The initial amount of each Lender's Construction Loan Commitment is set 
forth on Schedule 2.01, or in the Assignment and Acceptance pursuant to which 
such Lender shall have assumed its Construction Loan Commitment, as applicable. 
The initial aggregate amount of the Lenders' Construction Loan Commitments is 
$95,000,000. 
 
                  "Construction Loan Maturity Date" means the earlier of the 
Date Certain and the date that is the three month anniversary of the 
commencement of the Demand Charge Period (as such term is defined in the 
Processing Agreement). 
 
                  "Contract Schedules" means, collectively, each of the 
milestone construction schedules for the applicable portion of the Work as set 
forth in each of the applicable Construction Contracts. 
 
                  "Contingent Equity Contribution Amount" has the meaning set 
forth in the LLC Agreement and shall be equal to an amount not less than 
$10,000,000. 
 
                  "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. "Controlling" and "Controlled" have meanings correlative thereto. 
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                  "Conversion" means the conversion of the outstanding 
Construction Loans to Term Loans pursuant to the terms and conditions of 
Sections 2.07 and 4.03. "Converted" has a meaning correlative thereto. 
 
                  "Conversion Date" means the date on which the Conversion 
occurs. 
 
                  "Date Certain" means January 1, 2002, as the same may be 
extended once only, for a period of up to 90 days upon the written request of 
the Borrower delivered to the Administrative Agent and the Lenders at least 30 
days, but not more than 60 days, prior to January 1, 2002, which request shall: 
 
                  (a) certify that (i) an event of force majeure shall have 
         occurred and be continuing under any of the Construction Contracts 
         which will prevent Final Completion from occurring on or prior to the 
         Date Certain and (ii) no Default, other than a Default which has 
         occurred as a direct result of such event of force majeure, has 
         occurred and is continuing; 
 
                  (b) designate the date, which date shall not be later than 
         March 31, 2002, to which the Date Certain is requested to be extended; 
 
                  (c) be accompanied by written evidence satisfactory to the 
         Required Lenders (i) that sufficient extensions of termination dates, 
         if any, set forth in the Project Documents are in effect so that such 
         extension shall not result in the termination of any Project Document 
         and (ii) that such extension could not reasonably be expected to result 
         in a Material Adverse Effect; 
 
                  (d) demonstrate to the satisfaction of the Required Lenders 
         that adequate provisions for funding exist to meet any and all Budgeted 
         Costs, known or anticipated Non-Budgeted Costs, operating expenses and 
         Consolidated Debt Service during the period of such extension; and 
 
                  (e) demonstrate to the reasonable satisfaction of the Required 
         Lenders and the Independent Engineer that Final Completion can be 
         reasonably expected to occur during the period of such extension. 
 
In the event that such request shall comply with the requirements set forth 
above, the Date Certain shall be extended to the date set forth in the 
Borrower's request; provided, that if at any time during the period of such 
extension any of the conditions set forth above cease to be true, in the 
reasonable opinion of the Required Lenders, upon delivery of written notice to 
the Borrower by the Administrative Agent, such period of extension shall 
terminate. 
 
                  "Debt Coverage Ratio" means, for any Rolling Period, the ratio 
of (a) all Indebtedness of the Borrower and its Subsidiaries (other than 
Subordinated Indebtedness from the Sponsor) as of the last day of such Rolling 
Period over (b) Consolidated EBITDA for such Rolling Period. 
 
                  "Debt Payment Account" means an account for the deposit of 
funds from the Project Control Account for the payment of fees, interest on the 
Loans and principal of the Loans, together with Interest Rate Agreement 
payments, to be maintained with and under the sole dominion and control of the 
Administrative Agent. 
 
 



   13 
 
 
                                                                              8 
 
                  "Debt Service Reserve Account" means an account for the 
deposit of the Debt Service Reserve Amount to be maintained with and under the 
sole dominion and control of the Administrative Agent. 
 
                  "Debt Service Reserve Amount" means the amount, as of the date 
of determination, equal to Consolidated Projected Debt Service for the six-month 
period immediately following the date of the then most recent financial 
statements of the Borrower. 
 
                  "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. 
 
                  "Documentation Agent" means Bank One, NA. 
 
                  "dollars" or "$" refers to lawful money of the United States 
of America. 
 
                  "Drawings and Specifications" means, collectively, the 
"Drawings and Specifications" as such term is defined in the Platform Hull 
Construction Contract, the "Specifications and Drawings" as set forth on Exhibit 
E to the Topsides Construction Contract, and the "Drawings" and "Specifications" 
as such terms are defined in the Pipeline Installation Contract, and comprising 
the drawings and specifications for each component of the Platform and the 
Project. 
 
                  "Effective Date" means the date on which the conditions 
specified in Section 4.01 are satisfied (or waived in accordance with Section 
9.02). 
 
                  "El Paso Entities" means the Borrower, the Sponsor, the 
Parent, El Paso Energy Corporation, El Paso Production GOM Inc., and any other 
Affiliate of El Paso Energy Corporation that is a party to a Transaction 
Document. 
 
                  "Engineering Services Agreement" means the contractor services 
agreement dated as of May 12, 1999, by and between Delos Offshore Company, 
L.L.C. and Alliance Engineering Incorporated, and assigned to and assumed by the 
Borrower pursuant to the Assignment and Assumption Agreement, together with any 
amendments, modifications or supplements thereto, to the extent permitted 
hereby. 
 
                  "Environmental Laws" means all laws, rules, regulations, 
codes, ordinances, orders, decrees, judgments, injunctions, notices or binding 
agreements issued, promulgated or entered into by any Governmental Authority, 
relating in any way to the environment, preservation or reclamation of natural 
resources, the management, release or threatened release of any Hazardous 
Material or to health and safety matters. 
 
                  "Environmental Liability" means any liability, contingent or 
otherwise (including any liability for damages, costs of environmental 
remediation, fines, penalties or indemnities), of the Borrower or any Subsidiary 
directly or indirectly resulting from or based upon (a) violation of any 
Environmental Law, (b) the generation, use, handling, transportation, storage, 
treatment or disposal of any Hazardous Materials, (c) exposure to any Hazardous 
Materials, (d) the release or threatened release of any Hazardous Materials into 
the environment or (e) any contract, agreement or other consensual arrangement 
pursuant to which liability is assumed or imposed with respect to any of the 
foregoing. 
 
                  "EPN Credit Agreement" means that Fourth Amended and Restated 
Credit Agreement among Leviathan Gas Pipeline Partners, L.P., now known as El 
Paso Energy Partners, L.P., Leviathan 
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Finance Corporation, the several lenders from time to time parties thereto, 
Credit Lyonnais, as syndication agent, BankBoston, N.A., as documentation agent 
and The Chase Manhattan Bank, as administrative agent, dated as of March 23, 
1995, as amended and restated through June 30, 2000, together with any 
amendments, modifications or supplements thereto. 
 
                  "EPN Lenders" means banks and other financial institutions 
that are, from time to time, parties to the EPN Credit Agreement. 
 
                  "EPN Lender Indebtedness" means the obligations of the Sponsor 
owing to the EPN Lenders pursuant to the EPN Credit Agreement and secured by the 
EPN Security Documents. 
 
                  "EPN Security Documents" means the Security Documents as 
defined in the EPN Credit Agreement and the Subsidiaries Guarantee as defined in 
the EPN Credit Agreement. 
 
                  "ERISA" means the Employee Retirement Income Security Act of 
1974, as amended from time to time. 
 
                  "ERISA Affiliate" means any trade or business (whether or not 
incorporated) that, together with the Borrower, is treated as a single employer 
under Section 414(b) or (c) of the Code or, solely for purposes of Section 302 
of ERISA and Section 412 of the Code, is treated as a single employer under 
Section 414 of the Code. 
 
                  "ERISA Reportable Event" means any of the events set forth in 
Section 4043(b) of ERISA, other than an event for which the 30-day notice period 
is waived under subsections .13, .14, .16, .18, .19 or .20 of PBGC Reg. ss.2615. 
 
                  "Eurodollar", when used in reference to any Loan or Borrowing, 
refers to whether such Loan, or the Loans comprising such Borrowing, are bearing 
interest at a rate determined by reference to the Adjusted LIBO Rate. 
 
                  "Event of Default" has the meaning set forth in Article IX. 
 
                  "Event of Loss" shall mean, with respect to the Project, (a) 
the loss of all or any material portion of the Project due to destruction or 
damage beyond repair; (b) the loss of use of all or any material portion of the 
Project for a period reasonably expected to extend for at least six months for 
any of the reasons referenced in clause (a); (c) the receipt of insurance 
proceeds based upon an actual or constructive total loss of the Project; (d) the 
receipt of insurance proceeds in excess of $1,000,000, except as otherwise 
provided in Section 5.05(b); (e) the Taking of all or any portion of the Project 
such that the then remaining portion cannot practically be utilized for the 
purposes intended; (f) a Taking or requisition by a Governmental Authority for 
use of the Project (in its entirety or a material portion as aforesaid) for a 
stated period which shall exceed, or for an indefinite period which is 
reasonably expected to exceed, six months; or (g) shutdown of the Project as a 
result of any Governmental Requirement for a period exceeding six consecutive 
months. 
 
                  "Excluded Taxes" means, with respect to the Administrative 
Agent, any Lender or any other recipient of any payment to be made by or on 
account of any obligation of the Borrower hereunder, (a) income or franchise 
taxes imposed on (or measured by) its net income by the United States of 
America, or by the jurisdiction under the laws of which such recipient is 
organized or in which its principal office is located 
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or, in the case of any Lender, in which its applicable lending office is 
located, (b) any branch profits taxes imposed by the United States of America or 
any similar tax imposed by any other jurisdiction in which the Borrower is 
located and (c) in the case of a Foreign Lender (other than an assignee pursuant 
to a request by the Borrower under Section 2.18(b)), any withholding tax that is 
imposed on amounts payable to such Foreign Lender at the time such Foreign 
Lender becomes a party to this Agreement (or designates a new lending office) or 
is attributable to such Foreign Lender's failure to comply with Section 2.16(e), 
except to the extent that such Foreign Lender (or its assignor, if any) was 
entitled, at the time of designation of a new lending office (or assignment), to 
receive additional amounts from the Borrower with respect to such withholding 
tax pursuant to Section 2.16(a). 
 
                  "Federal Funds Effective Rate" means, for any day, the 
weighted average (rounded upwards, if necessary, to the next 1/100 of 1%) of the 
rates on overnight Federal funds transactions with members of the Federal 
Reserve System arranged by Federal funds brokers, as published on the next 
succeeding Business Day by the Federal Reserve Bank of New York, or, if such 
rate is not so published for any day that is a Business Day, the average 
(rounded upwards, if necessary, to the next 1/100 of 1%) of the quotations for 
such day for such transactions received by the Administrative Agent from three 
Federal funds brokers of recognized standing selected by it. 
 
                  "Final Completion" means the earliest date on which all of the 
following conditions shall have been met: 
 
                  (a) the Project is mechanically complete, and all material 
         works have been completed satisfactorily under the Construction 
         Contracts; 
 
                  (b) the Project shall have successfully completed the 
         Performance Test; 
 
                  (c) the Administrative Agent shall have received a report of 
         the Independent Engineer confirming the satisfactory completion and 
         commissioning of the Project, and passage of the Performance Test; 
 
                  (d) the Demand Charge Period (as such term is defined in the 
         Processing Agreement) shall have commenced under the Processing 
         Agreement; and 
 
                  (e) all Project Costs shall have been paid, except in the case 
         of punch list items and disputed amounts where sufficient funds, 
         including, without limitation, proceeds from Construction Loans, have 
         been escrowed to cover such remaining Project Costs. 
 
                  "Final Maturity Date" means the earlier to occur of (a) the 
fifth anniversary of the Conversion Date and (b) the seventh anniversary of the 
Closing Date. 
 
                  "Financing Documents" means this Agreement, the Notes (if 
any), the Sponsor Agreement, the Security Documents, the Borrowing Requests and 
the other documents and security instruments executed and delivered pursuant to 
or in connection with the Loans. 
 
                  "Financial Officer" means the chief financial officer, 
principal accounting officer, treasurer or controller of the Borrower. 
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                  "force majeure" means the causes, conditions, events or 
circumstances which are beyond the reasonable control of the Person claiming 
force majeure, and could not have been avoided or prevented by such Person's 
reasonable and diligent foresight, planning and implementation. Such causes, 
conditions, events and circumstances shall include, without limitation, acts of 
God, war (declared or undeclared), insurrections, hostilities, strikes (other 
than strikes by such Person's employees, which strikes shall be deemed not to be 
a force majeure event), lockouts, riots, floods, fires, storms and conduct which 
would violate any applicable material criminal laws of a Governmental Authority. 
 
                  "Foreign Lender" means any Lender that is organized under the 
laws of a jurisdiction other than that in which the Borrower is located. For 
purposes of this definition, the United States of America, each State thereof 
and the District of Columbia shall be deemed to constitute a single 
jurisdiction. 
 
                  "Full Clawback Coverage" means the condition achieved when the 
Borrower has distributed at least $30,000,000 to the Parent as permitted 
hereunder, which distributions are subject to the "Clawback" obligation of the 
Sponsor as set forth in the Sponsor Agreement. 
 
                  "GAAP" means generally accepted accounting principles in the 
United States of America. 
 
                  "Governmental Approval" means any authorization, consent, 
approval, license, lease, ruling, permit, tariff, rate, certification, 
exemption, filing, variance, claim, order, judgment, decree, publication, notice 
to, declaration of or with or registration by or with any Governmental 
Authority. 
 
                  "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 executive, legislative, 
judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 
 
                  "Governmental Requirement" means any Governmental Approval, 
law, statute, code, ordinance, order, rule, regulation, judgment, decree, 
injunction, franchise, certificate, license, or other direction or requirement 
(including, but not limited to, any of the foregoing which relate to 
Environmental Laws, energy regulations and occupational, safety and health 
standards or controls) of any Governmental Authority. 
 
                  "Gross Domestic Product Implicit Price Deflator" means the 
index number specified from time to time in Table 7.13, line 1 entitled the 
Gross Domestic Product, of the National Income and Products Accounts Selected 
NIPA Tables of the Survey of Current Business issued by the U.S. Department of 
Commerce Economic and Statistic Administration Bureau of Economic Analysis, or 
if such index number ceases to be available or published, the Administrative 
Agent and the Borrower shall mutually agree upon an alternative index. 
 
                  "Guarantee" of or by any Person (the "guarantor") means any 
obligation, contingent or otherwise, of the guarantor guaranteeing or having the 
economic effect of guaranteeing any Indebtedness or other obligation of any 
other Person (the "primary obligor") in any manner, whether directly or 
indirectly, and including any obligation of the guarantor, direct or indirect, 
(a) to purchase or pay (or advance or supply funds for the purchase or payment 
of) such Indebtedness or other obligation or to purchase (or to advance or 
supply funds for the purchase of) any security for the payment thereof, (b) to 
purchase or lease property, securities or services for the purpose of assuring 
the owner of such Indebtedness or other obligation of the payment thereof, (c) 
to maintain working capital, equity capital or any other financial statement 
condition or 
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liquidity of the primary obligor so as to enable the primary obligor to pay such 
Indebtedness or other obligation or (d) as an account party in respect of any 
letter of credit or letter of guaranty issued to support such Indebtedness or 
obligation; provided, that the term Guarantee shall not include endorsements for 
collection or deposit in the ordinary course of business. 
 
                  "Guarantee and Collateral Agreement" means the Guarantee and 
Collateral Agreement dated as of the Closing Date made by the Borrower in favor 
of the Administrative Agent for the benefit of itself and the Lenders, together 
with any amendments, modifications or supplements thereto. 
 
                  "Hazardous Materials" means all explosive or radioactive 
substances or wastes and all hazardous or toxic substances, wastes or other 
pollutants, including petroleum or petroleum distillates, asbestos or asbestos 
containing materials, polychlorinated biphenyls, radon gas, infectious or 
medical wastes and all other substances or wastes of any nature regulated 
pursuant to any Environmental Law. 
 
                  "Hedging Agreement" means any interest rate protection 
agreement, foreign currency exchange agreement, commodity price protection 
agreement or other interest or currency exchange rate or commodity price hedging 
arrangement. 
 
                  "Indebtedness" of any Person means, without duplication: 
 
                  (a) all obligations of such Person for borrowed money or with 
         respect to deposits or advances of any kind; 
 
                  (b) all obligations of such Person evidenced by bonds, 
         debentures, notes or other similar instruments; 
 
                  (c) all obligations of such Person upon which interest charges 
         are customarily paid; 
 
                  (d) all obligations of such Person under conditional sale or 
         other title retention agreements relating to property acquired by such 
         Person; 
 
                  (e) all obligations of such Person in respect of the deferred 
         purchase price of property or services (excluding current accounts 
         payable incurred in the ordinary course of business and for borrowed 
         money); 
 
                  (f) all Indebtedness of others secured by (or for which the 
         holder of such Indebtedness has an existing right, contingent or 
         otherwise, to be secured by) any Lien on property owned or acquired by 
         such Person, whether or not the Indebtedness secured thereby has been 
         assumed; 
 
                  (g) all Guarantees by such Person of Indebtedness of others; 
 
                  (h) all Capital Lease Obligations in respect of which such 
         Person is liable, contingently or otherwise, as obligor, guarantor or 
         otherwise, or in respect of which obligations such Person otherwise 
         assures a creditor against loss; 
 
                  (i) all obligations, contingent or otherwise, of such Person 
         as an account party in respect of letters of credit and letters of 
         guaranty; and 
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                  (j) all obligations, contingent or otherwise, of such Person 
         in respect of bankers' acceptances. 
 
 The Indebtedness of any Person shall include the Indebtedness of any other 
entity (including any partnership in which such Person is a general partner) to 
the extent such Person is liable therefor as a result of such Person's ownership 
interest in or other relationship with such entity, except to the extent the 
terms of such Indebtedness provide that such Person is not liable therefor. 
 
                  "Indemnified Taxes" means Taxes other than Excluded Taxes. 
 
                  "Indemnitee" has the meaning set forth in Section 9.03(b). 
 
                  "Independent Engineer" means The ABS Group of Companies, Inc. 
 
                  "Independent Insurance Consultant" means Marsh USA Inc. 
 
                  "Information" has the meaning set forth in Section 9.12. 
 
                  "Information Memorandum" means the Confidential Information 
Memorandum dated June, 2000, relating to the Borrower and the Transactions. 
 
                  "Initial Loan" means the first Construction Loan advanced to 
the Borrower by the Lenders pursuant to the terms of Section 2.01. 
 
                  "Installation Agreement" means the installation agreement 
dated as of August 31, 1999, by and between Delos Offshore Company, L.L.C. and 
MODEC International LLC relating to the installation of the component parts of 
the Platform, as amended by that certain Amendment No. 1 to Installation 
Agreement dated as of August 17, 2000, between Delos Offshore Company, L.L.C. 
and MODEC International LLC, together with any amendments, modifications or 
supplements thereto, to the extent permitted hereby, and which agreement has 
been assigned to and assumed by the Borrower pursuant to the Assignment and 
Assumption Agreement. 
 
                  "Interest Election Request" means a request by the Borrower to 
convert or continue a Borrowing in accordance with Section 2.05. 
 
                  "Interest Payment Date" means (a) with respect to any ABR 
Loan, the first day of each March, June, September and December, and (b) with 
respect to any Eurodollar Loan, the last day of the Interest Period applicable 
to the Borrowing of which such Loan is a part and, in the case of a Eurodollar 
Borrowing with an Interest Period of more than three months' duration, each day 
prior to the last day of such Interest Period that occurs at intervals of three 
months' duration after the first day of such Interest Period. 
 
                  "Interest Period" means, with respect to any Eurodollar 
Borrowing, the period commencing on the date of such Borrowing and ending on the 
numerically corresponding day in the calendar month that is one, two, three or 
six months thereafter, as the Borrower may elect; provided, that (a) if any 
Interest Period would end on a day other than a Business Day, such Interest 
Period shall be extended to the next succeeding Business Day unless, in the case 
of a Eurodollar Borrowing only, such next succeeding Business Day would fall in 
the next calendar month, in which case such Interest Period shall end on the 
next preceding Business Day and (b) any Interest Period pertaining to a 
Eurodollar Borrowing that commences on the last Business 
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Day of a calendar month (or on a day for which there is no numerically 
corresponding day in the last calendar month of such Interest Period) shall end 
on the last Business Day of the last calendar month of such Interest Period. For 
purposes hereof, the date of a Borrowing initially shall be the date on which 
such Borrowing is made and, in the case of a Construction Borrowing, thereafter 
shall be the effective date of the most recent conversion or continuation of 
such Borrowing. 
 
                  "Interest Rate Agreements" means any interest rate swap, cap, 
collar or similar agreements between the borrower and a financial institution 
for the transfer or mitigation of interest rate risks related to the Project. 
 
                  "Lenders" means the Persons listed on Schedule 2.01 and any 
other Person that shall have become a party hereto pursuant to an Assignment and 
Acceptance, other than any such Person that ceases to be a party hereto pursuant 
to an Assignment and Acceptance. 
 
                  "LIBO Rate" means, with respect to any Eurodollar Borrowing 
for any Interest Period, the rate appearing on Page 3750 of the Telerate Service 
(or on any successor or substitute page of such Service, or any successor to or 
substitute for such Service, providing rate quotations comparable to those 
currently provided on such page of such Service, as determined by the 
Administrative Agent from time to time for purposes of providing quotations of 
interest rates applicable to dollar deposits in the London interbank market) at 
approximately 11:00 a.m., London time, two Business Days prior to the 
commencement of such Interest Period, as the rate for dollar deposits with a 
maturity comparable to such Interest Period. In the event that such rate is not 
available at such time for any reason, then the "LIBO Rate" with respect to such 
Eurodollar Borrowing for such Interest Period shall be the rate at which dollar 
deposits of $5,000,000 and for a maturity comparable to such Interest Period are 
offered by the principal London office of the Administrative Agent in 
immediately available funds in the London interbank market at approximately 
11:00 a.m., London time, two Business Days prior to the commencement of such 
Interest Period. 
 
                  "Lien" means any interest in any asset or property securing an 
obligation owed to, or securing a claim by, a Person other than the owner of the 
asset or property, whether such interest is based on 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 any 
mortgage, deed of trust, security agreement, pledge, hypothecation, conditional 
sale or trust receipt or a lease, consignment or bailment for security purposes. 
The term "Lien" shall include reservations, exceptions, encroachments, 
easements, encumbrances, rights of way, covenants, conditions, restrictions, 
leases and other title exceptions affecting assets or property. For purposes of 
this Agreement, the Borrower or any Subsidiary of the Borrower shall be deemed 
to be the owner of any asset or property which it has acquired or holds subject 
to a conditional sale agreement, financing lease or other arrangement pursuant 
to which title to such asset or property has been retained by or vested in some 
other Person for security purposes. 
 
                  "LLC Agreement" means the Limited Liability Company Agreement 
of the Borrower dated as of June 28, 2000, together with any amendments, 
modifications or supplements thereto, to the extent permitted hereby. 
 
                  "Loans" means the Construction Loans and the Term Loans. 
 
                  "Material Adverse Effect" means any event, occurrence or 
condition which has, or which reasonably could be expected to have, a material 
and adverse effect on (a) the Project or on the business, 
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assets, operations, financial condition or prospects of the Borrower and its 
Subsidiaries, taken as a whole, (b) the Borrower's ability to perform any of its 
obligations under any Transaction Documents, including this Agreement, (c) the 
Sponsor's ability to perform its obligations under the Sponsor Agreement, (d) 
the Parent's ability to perform its equity contribution obligations under the 
LLC Agreement, (e) the validity or enforceability of any material term of any 
Transaction Document, or (f) the validity or priority of, or the rights of or 
benefits available to the Lenders under, this Agreement or any of the other 
Financing Documents. 
 
                  "Material Indebtedness" means Indebtedness (other than the 
Loans), or obligations in respect of one or more Hedging Agreements, of any one 
or more of the Borrower and its Subsidiaries in an aggregate principal amount 
exceeding $1,000,000. For purposes of determining Material Indebtedness, the 
"principal amount" of the obligations of the Borrower or any Subsidiary in 
respect of any Hedging Agreement at any time shall be the maximum aggregate 
amount (giving effect to any netting agreements) that the Borrower or such 
Subsidiary would be required to pay if such Hedging Agreement were terminated at 
such time. 
 
                  "Material Permits" means all Governmental Approvals necessary 
as of the date of determination for, and material to, the construction, 
development, use, operation, ownership, or maintenance of the Project. 
 
                  "Material Project Documents" means the following Project 
Documents and substitutions thereof, in each case in form and substance and with 
a counter-party reasonably satisfactory to the Administrative Agent and the 
Lenders: 
 
                  (a) the Processing Agreement; 
 
                  (b) the performance guaranty agreement dated as of August 23, 
         2000, from El Paso Energy Corporation in favor of the Borrower 
         guaranteeing performance of El Paso Production GOM Inc. of its 
         obligations under the Processing Agreement; 
 
                  (c) the Construction Contracts; and 
 
                  (d) the LLC Agreement. 
 
                  "Maximum Rate" has the meaning set forth in Section 9.13. 
 
                  "Monthly Distribution Date" means the last day of each month 
(or if such day is not a Business Day, the first Business Day immediately prior 
thereto); provided that the Administrative Agent shall have received the 
financial statements and calculations required by Section 5.01 in form and 
substance satisfactory to the Administrative Agent at least 15 days prior to 
such day. 
 
                  "Multiemployer Plan" means a multiemployer plan as defined in 
Section 3(37) or Section 4001(a)(3) of ERISA. 
 
                  "Non-Budgeted Costs" means all Operating Costs that are not 
Qualified Budgeted Costs. 
 
                  "Note" means any note requested by a Lender pursuant to 
Section 2.08 substantially in the form of Exhibit D and evidencing the Loans 
advanced by such Lender to the Borrower. 
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                  "Obligations" means (a) each and every obligation, covenant 
and agreement of the Borrower now or hereafter existing contained in this 
Agreement or any of the other Financing Documents to which the Borrower is a 
party, whether for principal, interest, premium, fees, expenses or otherwise, 
and any amendments or supplements thereto, extensions or renewals thereof or 
replacements therefor, (b) all sums advanced in accordance with the Security 
Documents to which the Borrower is a party by or on behalf of any Secured Party 
to protect any of the Collateral purported to be covered thereby, (c) any 
amounts paid by the Lenders for which indemnification is provided hereunder or 
in any other Financing Document and (d) amounts paid by any Secured Party in 
preservation of such Secured Party's rights or interests in the Collateral, 
together with interest on such amounts from the date such amounts are paid until 
reimbursement in full at the applicable interest rate and (e) all amounts owing 
by the Borrower to the Administrative Agent, the Lenders or any Secured 
Affiliate under any Interest Rate Agreement; in each case whether direct or 
indirect, joint or several, absolute or contingent, liquidated or unliquidated, 
now or hereafter existing, renewed or restructured, whether or not from time to 
time decreased or extinguished and later increased, created or incurred, and 
including all Indebtedness of the Borrower under any instrument now or hereafter 
evidencing or securing any of the foregoing. 
 
                  "Operating Account" means an account designated by the 
Borrower in a written notice given by the Borrower to the Administrative Agent 
and the Account Bank from time to time, but not later than 11:00 a.m. New York 
City time on a day that is two Business Days prior to the date any payment is 
required to be made to such account hereunder. 
 
                  "Operating Budget" means an annual operating budget prepared 
by the Borrower and approved by the Administrative Agent in consultation with 
the Independent Engineer, including projected Operating Costs and Capital 
Expenditures. Any amendment to the Operating Budget proposed by the Borrower 
shall require the approval of the Administrative Agent (in consultation with the 
Independent Engineer). 
 
                  "Operating Costs" means, for any period, the amounts expended 
or owed by the Borrower for the operation and maintenance of the Project, 
calculated in accordance with GAAP, including, without limitation, payments 
under the Project Documents, property, sales, environmental, premiums for 
insurance policies, business management and administrative service fees, capital 
expenditures, general and administrative expenses, and all other fees and 
expenses necessary for the continued operation and maintenance of the Project 
and the conduct of business of the Borrower. 
 
                  "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. 
 
                  "Parent" means Argo I, L.L.C., a Delaware limited liability 
company, wholly owned by the Sponsor and, as of the Closing Date, the sole 
member of the Borrower. 
 
                  "Participant" has the meaning set forth in Section 9.04(e). 
 
                  "PBGC" means the Pension Benefit Guaranty Corporation referred 
to and defined in ERISA and any successor entity performing similar functions. 
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                  "Performance Test" means the tests required pursuant to 
Article 19 of the Installation Agreement necessary to determine that the 
Platform is ready for use by the Borrower. 
 
                  "Permitted Encumbrances" means: 
 
                  (a) Liens imposed by law for taxes that are not yet due or 
         which are being contested in good faith by appropriate proceedings; 
         provided that adequate reserves with respect thereto are maintained on 
         the books of the Borrower or its Subsidiaries, as the case may be, in 
         conformity with GAAP; 
 
                  (b) carriers', warehousemen's, mechanics', materialmen's, 
         repairmen's and other like Liens, imposed by law, arising in the 
         ordinary course of business and securing obligations that are not 
         overdue by more than 30 days or which are being contested in good faith 
         by appropriate proceedings; provided that adequate reserves with 
         respect thereto are maintained on the books of the Borrower or its 
         Subsidiaries, as the case may be, in conformity with GAAP; 
 
                  (c) Liens incurred (other than any inchoate Lien imposed by 
         ERISA) or pledges or deposits made in the ordinary course of business 
         in connection with workers' compensation, unemployment insurance and 
         other social security legislation, or to secure the performance of 
         tenders, statutory obligations, surety and appeal bonds, bids, leases, 
         construction, operating and maintenance agreements, government 
         contracts, performance and return-of-money bonds and other similar 
         obligations (exclusive of obligations for the payment of borrowed 
         money), and deposits securing liability to insurance carriers under 
         insurance or self-insurance arrangements, in each case having ordinary 
         and customary terms; 
 
                  (d) easements, rights-of-way, restrictions, servitudes, 
         permits, reservations, encroachments, exceptions, conditions, covenants 
         and other similar charges or encumbrances on real property imposed by 
         law or arising in the ordinary course of business that do not secure 
         any monetary obligations and do not materially detract from the value 
         of the affected property or interfere with the ordinary conduct of 
         business of the Borrower or any Subsidiary; 
 
                  (e) inchoate Liens arising under ERISA; 
 
                  (f) any obligations or duties affecting any of the assets of 
         the Borrower or its Subsidiaries to any municipality or public 
         authority with respect to any franchise, grant, license or permit which 
         do not materially impair the use of such asset for the purposes for 
         which it is held; 
 
                  (g) defects, irregularities and deficiencies in title of any 
         rights-of-way or other property of the Borrower or any Subsidiary of 
         the Borrower which in the aggregate do not materially and adversely 
         affect the business of the Borrower of any of its Subsidiaries, and 
         defects, irregularities and deficiencies in title to any property of 
         the Borrower and its Subsidiaries which defects, irregularities or 
         deficiencies have been cured by possession under applicable statutes of 
         limitation; and 
 
                  (h) security interests arising by operation of law solely 
         under Article 2 of the Uniform Commercial Code to the extent and so 
         long as the "debtor" with respect to such security interests does not 
         have or does not lawfully obtain possession of the goods subject 
         thereto; 
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provided that the term "Permitted Encumbrances" shall not include any Lien 
securing Indebtedness. 
 
                  "Permitted Investments" means: 
 
                  (a) marketable direct obligations issued or unconditionally 
         guaranteed by the United States of America (or by any agency thereof to 
         the extent such obligations are backed by the full faith and credit of 
         the United States of America), in each case maturing within one year 
         from the date of acquisition thereof; 
 
                  (b) marketable direct obligations issued by any state or 
         public instrumentality thereof maturing within one year from the date 
         of acquisition thereof, and at the time of acquisition, having the 
         highest rating obtainable from either Standard & Poor's Ratings Group, 
         a division of McGraw- Hill Companies, Inc. (or any successor 
         statistical rating organization, "S&P"), or Moody's Investors Service, 
         Inc. (or any successor statistical rating organization, "Moody's"); 
 
                  (c) investments in commercial paper maturing no more than one 
         year from the date of creation thereof and, at the time of acquisition, 
         having the highest credit rating obtainable from S&P or from Moody's; 
 
                  (d) investments in certificates of deposit or banker's 
         acceptances maturing within one year from the date of acquisition 
         thereof issued by (i) any Lender, (ii) any commercial bank organized 
         under the laws of the United States of America or any state thereof or 
         the District of Columbia having combined capital and surplus and 
         undivided profits of not less than $500,000,000 or (iii) any bank which 
         has a short-term commercial paper rating meeting the requirements of 
         clause (c) above (any such Lender or bank, a "Qualifying Lender"); 
 
                  (e) investments in eurodollar time deposits having a maturity 
         of less than one year purchased directly from any Lender (whether such 
         deposit is with such Lender or any other Lender hereunder) or issued by 
         any Qualifying Lender; and 
 
                  (f) fully collateralized repurchase agreements and reverse 
         repurchase agreements with a term of not more than 14 days with any 
         Qualifying Lender relating to securities described in clause (a) above. 
 
                  "Person" means any natural person, corporation, limited 
liability company, trust, joint venture, association, company, partnership, 
Governmental Authority or other entity. 
 
                  "Pipeline Installation Contract" means the offshore pipeline 
installation agreement dated as of August 17, 2000, by and between Argo, L.L.C. 
and Allseas Construction Contractors, S.A., as company formed under the laws of 
the Netherlands, relating to the construction and installation of the pipeline 
gathering system of the Project, together with any amendments, modifications or 
supplements thereto, to the extent permitted hereby. 
 
                  "Plan" means any employee pension benefit plan (other than a 
Multiemployer Plan) subject to the provisions of Title IV of ERISA or Section 
412 of the Code or Section 302 of ERISA, and in respect of which the Borrower or 
any ERISA Affiliate is (or, if such plan were terminated, would under Section 
4069 of ERISA be deemed to be) an "employer" as defined in Section 3(5) of 
ERISA. 
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                  "Platform" means the Moses class tension leg platform 
constructed in accordance with and pursuant to the terms and provisions of the 
Platform Hull Construction Contract and the Topsides Construction Contract and 
installed on behalf of the Borrower in Block 1003, of the Ewing Bank Area, Outer 
Continental Shelf, Gulf of Mexico in accordance with and pursuant to the terms 
and provisions of the Installation Agreement. 
 
                  "Platform Hull Construction Contract" means the Fabrication 
Agreement dated as of July 16, 1999, between Delos Offshore Company, L.L.C. and 
MODEC International LLC, relating to the construction of the hull for the 
Platform, as amended by that certain Amendment No. 1 to Fabrication Agreement 
dated as of August 31, 1999, by and between Delos Offshore Company, L.L.C. and 
MODEC International LLC, and as further amended by that certain Amendment No. 2 
to Fabrication Agreement dated as of August 17, 2000, by and between Delos 
Offshore Company, L.L.C. and MODEC International LLC, together with any 
amendments, modifications or supplements thereto, to the extent permitted 
hereby, and has been assigned to and assumed by the Borrower pursuant to the 
Assignment and Assumption Agreement. 
 
                  "Pledge Agreement" means the pledge agreement dated as of the 
date hereof by the Parent pledging all of its equity interest in the Borrower to 
the Administrative Agent for the benefit of itself and the Lenders, together 
with any amendments, modifications or supplements thereto. 
 
                  "Prime Rate" means the rate of interest per annum publicly 
announced from time to time by The Chase Manhattan Bank as its prime rate in 
effect at its principal office in New York City; each change in the Prime Rate 
shall be effective from and including the date such change is publicly announced 
as being effective. 
 
                  "Prince Field Reserves" means all of the interest in the lands 
in Blocks 958 (S/2), 959 (S/2), 1002 (E/2) and 1003, Ewing Bank Area, Outer 
Continental Shelf, Gulf of Mexico. 
 
                  "Processing Agreement" means that certain Processing Agreement 
dated as of August 23, 2000, by and between Argo, L.L.C. and El Paso Production 
GOM Inc., together with any amendments, modifications or supplements thereto, to 
the extent permitted hereby. 
 
                  "Project" means the construction, installation and operation 
of the Platform with all of its associated deck and topside facilities, and 
associated gas and oil gathering and transmission pipelines, for the processing 
of oil, gas and water produced from the Prince Field Reserves. 
 
                  "Project Account" means any of the Project Control Account, 
the Debt Payment Account and the Debt Service Reserve Account. 
 
                  "Project Control Account" has the meaning set forth in Section 
2.20. 
 
                  "Project Costs" means the aggregate amount of all costs and 
expenses (without duplication) to (a) complete construction and attain Final 
Completion of the Project (including, without limitation, development, design, 
engineering, testing, start-up and initial operation until the Conversion Date) 
in accordance with the Project Documents, (b) ensure that the Project will meet 
all Governmental Requirements when construction is completed, (c) ensure all of 
the Borrower's obligations under the Project Documents and (d) complete the 
financing of the Project. Expenses shall include, without limitation, consulting 
fees of the Independent Engineer and other consultants, legal fees and 
disbursements, project development and 
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construction management expenses and fees, interest and fees with respect to the 
Construction Loans, fees and expenses associated with arranging and syndicating 
the Loans. 
 
                  "Project Documents" means all of the contracts relating to 
ownership, design, development, construction, operation and maintenance of the 
Project (as such contracts may be amended, modified, supplemented or replaced 
from time to time) each in form and substance satisfactory to the Administrative 
Agent and the Lenders, including but not limited to the Material Project 
Documents. 
 
                  "Project Revenues" means, for any period, all cash revenues or 
income of the Borrower, including, without limitation, revenues received 
pursuant to the Processing Agreement, interest and other income earned on 
amounts in the Project Control Account, proceeds paid or credited to the 
Borrower from any business interruption insurance policies, but excluding any 
payments received under any Interest Rate Agreements. 
 
                  "Qualified Operating Costs" means actual Operating Costs 
incurred or payable by the Borrower that, when aggregated with all Operating 
Costs incurred or payable by the Borrower during any calendar year up to the 
relevant date of determination, do not exceed 110% of the projected Operating 
Costs for such period set forth in the Operating Budget. 
 
                  "Quarterly Date" means the last day of the third calendar 
month of the first fiscal quarter immediately subsequent to the month in which 
the Conversion Date occurs and, thereafter, the last day of each fiscal quarter, 
and the Final Maturity Date. 
 
                  "Register" has the meaning set forth in Section 9.04(c). 
 
                  "Related Parties" means, with respect to any specified Person, 
such Person's Affiliates and the respective directors, officers, employees, 
agents and advisors of such Person and such Person's Affiliates. 
 
                  "Required Lenders" means, at any time prior to the Conversion 
Date, Lenders having unused Construction Loan Commitments representing at least 
51% of the sum of the total unused Construction Loan Commitments at such time, 
and, at any time after the Conversion Date, Lenders having at least 51% of the 
outstanding Term Loans. 
 
                  "Recovery Account" has the meaning set forth in Section 
5.05(b)(vi). 
 
                  "Restricted Payment" means any dividend or other distribution 
(whether in cash, securities or other property) with respect to any equity 
interest of the Borrower, or any payment (whether in cash, securities or other 
property), including any sinking fund or similar deposit, on account of the 
purchase, redemption, retirement, acquisition, cancellation or termination of 
any equity interest of the Borrower or any option, warrant or other right to 
acquire any such equity interest of the Borrower and any payment with respect to 
Subordinated Indebtedness. 
 
                  "Rolling Period" means any period of four consecutive fiscal 
quarters; provided that for purposes of calculating the Consolidated Debt 
Service Coverage Ratio subsequent to the Conversion Date, the term "Rolling 
Period" shall mean the most recently ended fiscal quarter plus each full fiscal 
quarter subsequent to Final Completion until four full fiscal quarters have 
elapsed from the date of Final Completion. 
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                  "Secured Affiliate" means any Affiliate of any Lender that has 
entered into an Interest Rate Agreement with the Borrower or any of its 
Subsidiaries with the obligations of the Borrower or such Subsidiary thereunder 
being secured by one or more Security Documents. 
 
                  "Secured Parties" means the Administrative Agent, the Lenders 
and the Secured Affiliates. 
 
                  "Security Documents" means the Guarantee and Collateral 
Agreement, the Pledge Agreement, each consent executed by a Construction 
Contractor relating to the assignment of its Construction Contract under the 
Guarantee and Collateral Agreement and any and all other agreements or 
instruments now or hereafter executed and delivered by the Borrower, any 
Subsidiary of the Borrower or any other Person as security for the payment and 
performance of the Obligations. 
 
                  "Sponsor" means El Paso Energy Partners, L.P., a Delaware 
limited partnership. 
 
                  "Sponsor Agreement" means that certain Sponsor Agreement dated 
as of the Closing Date by the Sponsor for the benefit of the Administrative 
Agent and the Lenders containing the clawback obligation of the Sponsor with 
respect to the final scheduled payment on the Term Loans. 
 
                  "Statutory Reserve Rate" means a fraction (expressed as a 
decimal), the numerator of which is the number one and the denominator of which 
is the number one minus the aggregate of the maximum reserve percentages 
(including any marginal, special, emergency or supplemental reserves) expressed 
as a decimal established by the Board to which the Administrative Agent is 
subject (a) with respect to the Base CD Rate, for new negotiable nonpersonal 
time deposits in dollars of over $100,000 with maturities approximately equal to 
three months, and (b) with respect to the Adjusted LIBO Rate, for eurocurrency 
funding (currently referred to as "Eurocurrency Liabilities" in Regulation D of 
the Board). Such reserve percentages shall include those imposed pursuant to 
such Regulation D. Eurodollar Loans shall be deemed to constitute eurocurrency 
funding and to be subject to such reserve requirements without benefit of or 
credit for proration, exemptions or offsets that may be available from time to 
time to any Lender under such Regulation D or any comparable regulation. The 
Statutory Reserve Rate shall be adjusted automatically on and as of the 
effective date of any change in any reserve percentage. 
 
                  "Subordinated Indebtedness" means Indebtedness of the Borrower 
owing to the Sponsor or an Affiliate of the Sponsor and that is subordinated to 
the Obligations as provided in the Terms of Subordination attached hereto as 
Exhibit F. 
 
                  "Subsidiary" means, as to any Person, a corporation, 
partnership or other entity of which the shares of stock or other ownership 
interests having ordinary voting power (other than stock or such other ownership 
interests having such power only by reason of the happening of a contingency) to 
elect a majority of the board of directors or other managers of such 
corporation, partnership or other entity are at the time owned, or the 
management of which is otherwise controlled, directly or indirectly through one 
or more intermediaries, or both, by such Person. Unless otherwise qualified, all 
references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer 
to a Subsidiary or Subsidiaries of the Borrower. 
 
                  "Syndication Agent" means First Union National Bank. 
 
                  "Taking" means the condemnation, confiscation or seizure of 
title by any Governmental Authority of all or any portion of the Project. 
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                  "Taxes" means any and all present or future taxes, 
assessments, levies, imposts, duties, deductions, charges or withholdings 
imposed by any Governmental Authority. 
 
                  "Term Loans" means the Loans made to the Borrower on the 
Conversion Date pursuant to the Conversion. 
 
                  "Term Repayment Amount" means aggregate principal amount of 
the Term Loans as of the Conversion Date, after giving effect to the Conversion, 
less $30,000,000. 
 
                  "Three-Month Secondary CD Rate" means, for any day, the 
secondary market rate for three-month certificates of deposit reported as being 
in effect on such day (or, if such day is not a Business Day, the next preceding 
Business Day) by the Board through the public information telephone line of the 
Federal Reserve Bank of New York (which rate will, under the current practices 
of the Board, be published in Federal Reserve Statistical Release H.15(519) 
during the week following such day) or, if such rate is not so reported on such 
day or such next preceding Business Day, the average of the secondary market 
quotations for three-month certificates of deposit of major money center banks 
in New York City received at approximately 10:00 a.m., New York City time, on 
such day (or, if such day is not a Business Day, on the next preceding Business 
Day) by the Administrative Agent from three negotiable certificate of deposit 
dealers of recognized standing selected by it. 
 
                  "Topside Construction Contract" means the Fabrication 
Agreement dated as of May 19, 2000, by and between Delos Offshore Company, 
L.L.C. and Omega Service Industries, Inc. relating to the deck, vent boom and 
other topside facilities for the Platform, together with any amendments, 
modifications or supplements thereto, to the extent permitted hereby, and which 
contract has been assigned to and assumed by the Borrower pursuant to the 
Assignment and Assumption Agreement. 
 
                  "Total Project Cost" means the total of all Project Costs 
incurred prior to the Conversion Date. 
 
                  "Transaction Documents" means this Agreement, the Project 
Documents, the Financing Documents and all other documents, agreements, 
instruments and certificates in connection with the foregoing. 
 
                  "Transaction Party" means a Person that is a party to a 
Transaction Document. 
 
                  "Transactions" means the execution, delivery and performance 
by the Borrower of the Transaction Documents, borrowing of Loans, and the use of 
the proceeds thereof. 
 
                  "Type" when used in reference to any Loan or Borrowing, refers 
to whether the rate of interest on such Loan, or on the Loans comprising such 
Borrowing, is determined by reference to the Adjusted LIBO Rate and the 
Alternate Base Rate. 
 
                  "Variation" means any variation to the Work, the scope of 
Work, any contract schedule or other milestone schedule under the Construction 
Contracts, or the Drawings and Specifications. 
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                  "Variation Order" means any "variation order" under the 
Platform Hull Construction Contract and the Installation Agreement or any 
"change order" under the Topsides Construction Contract and the Pipeline 
Installation Contract or other request or order for any Variation. 
 
                  "Welfare Plan" means any employee welfare benefit plan, as 
defined in section 3(1) of ERISA, including, without limitation, any such plan 
maintained to provide benefits to former employees of such entities, that may 
not be terminated by such entities in their sole discretion at any time without 
any material liability. 
 
                  "Withdrawal Liability" means liability to a Multiemployer Plan 
as a result of a complete or partial withdrawal from such Multiemployer Plan, as 
such terms are defined in Part I of Subtitle E of Title IV of ERISA. 
 
                  "Withdrawal Request" means in relation to a request for 
withdrawal from the Project Control Account or the Debt Service Reserve Account, 
a request substantially in the form of Exhibit E. 
 
                  "Work" means with respect to the Project, collectively, the 
"Work" as such term is defined in each of the Construction Contracts. 
 
                  SECTION 1.02. Classification of Loans and Borrowings. For 
purposes of this Agreement, Loans may be classified and referred to by Class 
(e.g., a "Construction Loan") or by Type (e.g., a "Eurodollar Loan") or by Class 
and Type (e.g., a "Eurodollar Construction Loan"). Borrowings also may be 
classified and referred to by Class (e.g., a "Construction Borrowing") or by 
Type (e.g., a "Eurodollar Borrowing") or by Class and Type (e.g., a "Eurodollar 
Construction Borrowing"). 
 
                  SECTION 1.03. Terms Generally. 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" 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 herein), 
(b) any reference herein to any Person shall be construed to include such 
Person's successors and assigns, (c) 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, (d) all 
references herein to Articles, Sections, Exhibits and Schedules shall be 
construed to refer to Articles and Sections of, and Exhibits and Schedules to, 
this Agreement and (e) the words "asset" and "property" shall be construed to 
have the same meaning and effect and to refer to any and all tangible and 
intangible assets and properties, real or personal, including cash, securities, 
accounts and contract rights. 
 
                  SECTION 1.04. Accounting Terms; GAAP. Unless otherwise defined 
or specified herein, all accounting terms shall be construed herein, all 
accounting determinations hereunder shall be made and all financial statements 
required to be delivered hereunder shall be prepared in accordance with GAAP, 
except as otherwise provided herein, applied on a basis consistent with the 
financial statements delivered for the period ending and as of June 30, 2000. 
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                                   ARTICLE II 
 
                                    The Loans 
 
                  SECTION 2.01. Construction Loans. (a) Subject to the terms and 
conditions set forth herein, each Lender agrees to make Construction Loans to 
the Borrower from time to time during the Availability Period in an aggregate 
principal amount not to exceed the amount set forth next to such Lender's name 
as its "Construction Loan Commitment" on Schedule 2.01. Any Construction Loan or 
portion thereof which is prepaid cannot be reborrowed. 
 
                  (b) The proceeds of Construction Loans shall be applied by the 
Borrower exclusively to the payment of, or to reimburse the Borrower for the 
payment of, actual Project Costs; provided, however, that if all the conditions 
for Conversion have been satisfied and there remains unused Construction Loan 
Commitments on the day immediately preceding the Conversion Date, the Borrower 
may request Construction Loans in an amount equal to such unused Construction 
Loan Commitments, which Construction Loans shall be advanced on the Conversion 
Date immediately prior to Conversion and the Borrower may use the funds from 
such Construction Loans to fund the Debt Service Reserve Amount. Additionally, 
as permitted by and subject to the conditions of Section 6.06, the Borrower may 
use funds from such Construction Loans, to the extent available after 
satisfaction of all Project Costs, to make a one time distribution to Parent on 
the Conversion Date. 
 
                  SECTION 2.02. Loans and Borrowings. (a) Each Loan shall be 
made as part of a Borrowing consisting of Loans made by the Lenders ratably in 
accordance with their respective Construction Loan Commitments. The failure of 
any Lender to make any Loan required to be made by it shall not relieve any 
other Lender of its obligations hereunder; provided that the Construction Loan 
Commitments of the Lenders are several and no Lender shall be responsible for 
any other Lender's failure to make Loans as required. 
 
                  (b) Subject to Section 2.13, each Borrowing shall be comprised 
entirely of ABR Loans or Eurodollar Loans as the Borrower may request in 
accordance herewith. Each Lender at its option may make any Eurodollar Loan by 
causing any domestic or foreign branch or Affiliate of such Lender to make such 
Loan; provided that any exercise of such option shall not affect the obligation 
of the Borrower to repay such Loan in accordance with the terms of this 
Agreement. 
 
                  (c) At the commencement of each Interest Period for any 
Eurodollar Borrowing, such Borrowing shall be in an aggregate amount that is an 
integral multiple of $1,000,000 and not less than $5,000,000. At the time that 
each ABR Borrowing is made, such Borrowing shall be in an aggregate amount that 
is an integral multiple of $100,000 and not less than $1,000,000; provided that 
an ABR Borrowing may be in an aggregate amount that is equal to the entire 
unused balance of the total Construction Loan Commitments. Borrowings of more 
than one Type and Class may be outstanding at the same time; provided that there 
shall not at any time be more than a total of five Eurodollar Borrowings 
outstanding. 
 
                  (d) Notwithstanding any other provision of this Agreement, the 
Borrower shall not be entitled to request, or to elect to convert or continue, 
any Borrowing if the Interest Period requested with respect thereto would end 
after the Final Maturity Date. 
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                  SECTION 2.03. Requests for Borrowings. To request a Borrowing, 
the Borrower shall notify the Administrative Agent of such request by telephone 
(a) in the case of a Eurodollar Borrowing, not later than 11:00 a.m., New York 
City time, three Business Days before the date of the proposed Borrowing or (b) 
in the case of an ABR Borrowing, not later than 11:00 a.m., New York City time, 
one Business Day before the date of the proposed Borrowing. Each such telephonic 
Borrowing Request shall be irrevocable and shall be confirmed promptly by hand 
delivery or telecopy to the Administrative Agent of a written Borrowing Request 
in a form approved by the Administrative Agent and signed by the Borrower. Each 
such telephonic and written Borrowing Request shall specify the following 
information in compliance with Section 2.02: 
 
                           (i) the aggregate amount of the requested Borrowing; 
 
                           (ii) the date of such Borrowing, which shall be a 
                  Business Day; 
 
                           (iii) whether such Borrowing is to be an ABR 
                  Borrowing or a Eurodollar Borrowing; 
 
                           (iv) in the case of a Eurodollar Borrowing, the 
                  initial Interest Period to be applicable thereto, which shall 
                  be a period contemplated by the definition of the term 
                  "Interest Period"; 
 
                           (v) the location and number of the Project Control 
                  Account into which the funds are to be disbursed; and 
 
                           (vi) attached thereto information relating to the 
                  Project Costs for which such Borrowing is requested. 
 
If no election as to the Type of Borrowing is specified, then the requested 
Borrowing shall be an ABR Borrowing. If no Interest Period is specified with 
respect to any requested Eurodollar Borrowing, then the Borrower shall be deemed 
to have selected an Interest Period of one month's duration. Promptly following 
receipt of a Borrowing Request in accordance with this Section, the 
Administrative Agent shall advise each Lender of the details thereof and of the 
amount of such Lender's Loan to be made as part of the requested Borrowing. 
 
                  SECTION 2.04. Funding of Borrowings. (a) Each Lender shall 
make each Loan to be made by it hereunder on the proposed date thereof by wire 
transfer of immediately available funds by 12:00 noon, New York City time, to 
the account of the Administrative Agent most recently designated by it for such 
purpose by notice to the Lenders. The Administrative Agent will make such Loans 
available to the Borrower by promptly crediting the amounts so received, in like 
funds, to the Project Control Account. 
 
                  (b) Unless the Administrative Agent shall have received notice 
from a Lender prior to the proposed date of any Borrowing that such Lender will 
not make available to the Administrative Agent such Lender's share of such 
Borrowing, the Administrative Agent may assume that such Lender has made such 
share available on such date in accordance with paragraph (a) of this Section 
and may, in reliance upon such assumption, make available to the Borrower a 
corresponding amount. In such event, if a Lender has not in fact made its share 
of the applicable Borrowing available to the Administrative Agent, then the 
applicable Lender and the Borrower severally agree to pay to the Administrative 
Agent forthwith on demand such corresponding amount with interest thereon, for 
each day from and including the date such amount is made available to the 
Borrower to but excluding the date of payment to the Administrative Agent, at 
(i) in the case 
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of such Lender, the greater of the Federal Funds Effective Rate and a rate 
determined by the Administrative Agent in accordance with banking industry rules 
on interbank compensation or (ii) in the case of the Borrower, the interest rate 
applicable to ABR Loans. If such Lender pays such amount to the Administrative 
Agent, then such amount shall constitute such Lender's Loan included in such 
Borrowing. 
 
                  SECTION 2.05. Interest Elections. (a) Each Borrowing initially 
shall be of the Type specified in the applicable Borrowing Request and, in the 
case of a Eurodollar Borrowing, shall have an initial Interest Period as 
specified in such Borrowing Request. Thereafter, the Borrower may elect to 
convert such Borrowing to a different Type or to continue such Borrowing and, in 
the case of a Eurodollar Borrowing, may elect Interest Periods therefor, all as 
provided in this Section. The Borrower may elect different options with respect 
to different portions of the affected Borrowing, in which case each such portion 
shall be allocated ratably among the Lenders holding the Loans comprising such 
Borrowing, and the Loans comprising each such portion shall be considered a 
separate Borrowing. 
 
                  (b) To make an election pursuant to this Section, the Borrower 
shall notify the Administrative Agent of such election by telephone by the time 
that a Borrowing Request would be required under Section 2.02 if the Borrower 
were requesting Borrowing of the Type resulting from such election to be made on 
the effective date of such election. Each such telephonic Interest Election 
Request shall be irrevocable and shall be confirmed promptly by hand delivery or 
telecopy to the Administrative Agent of a written Interest Election Request in a 
form approved by the Administrative Agent and signed by the Borrower. 
 
                  (c) Each telephonic and written Interest Election Request 
shall specify the following information in compliance with Section 2.02: 
 
                           (i) the Borrowing to which such Interest Election 
                  Request applies and, if different options are being elected 
                  with respect to different portions thereof, the portions 
                  thereof to be allocated to each resulting Borrowing (in which 
                  case the information to be specified pursuant to clauses (iii) 
                  and (iv) below shall be specified for each resulting 
                  Borrowing); 
 
                           (ii) the effective date of the election made pursuant 
                  to such Interest Election Request, which shall be a Business 
                  Day; 
 
                           (iii) whether the resulting Borrowing is to be an ABR 
                  Borrowing or a Eurodollar Borrowing; and 
 
                           (iv) if the resulting Borrowing is a Eurodollar 
                  Borrowing, the Interest Period to be applicable thereto after 
                  giving effect to such election, which shall be a period 
                  contemplated by the definition of the term "Interest Period". 
 
If any such Interest Election Request requests a Eurodollar Borrowing but does 
not specify an Interest Period, then the Borrower shall be deemed to have 
selected an Interest Period of one month's duration. 
 
                  (d) Promptly following receipt of an Interest Election 
Request, the Administrative Agent shall advise each Lender of the details 
thereof and of such Lender's portion of each resulting Borrowing. 
 
                  (e) If the Borrower fails to deliver a timely Interest 
Election Request with respect to a Eurodollar Borrowing prior to the end of the 
Interest Period applicable thereto, then, unless such Borrowing 
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is repaid as provided herein, at the end of such Interest Period such Borrowing 
shall be converted to an ABR Borrowing. Notwithstanding any contrary provision 
hereof, if an Event of Default has occurred and is continuing and the 
Administrative Agent, at the request of the Required Lenders, so notifies the 
Borrower, then, so long as an Event of Default is continuing (i) no outstanding 
Borrowing may be converted to or continued as a Eurodollar Borrowing and (ii) 
unless repaid, each Eurodollar Borrowing shall be converted to an ABR Borrowing 
at the end of the Interest Period applicable thereto. 
 
                  SECTION 2.06. Termination and Reduction of Construction Loan 
Commitments. (a) Unless previously terminated, the Construction Loan Commitments 
shall terminate on the earlier to occur of (i) the Conversion Date and (ii) the 
Construction Loan Maturity Date, and the obligation of any Lender to Convert the 
Construction Loans to Term Loans shall terminate at the close of business on 
such earlier date with respect to any Construction Loans not so Converted. 
 
                  (b) The Borrower may at any time terminate, or from time to 
time reduce, the Construction Loan Commitments; provided that (i) each reduction 
of the Construction Loan Commitments shall be in an amount that is an integral 
multiple of $1,000,000 and not less than $5,000,000 and (ii) the Borrower has 
demonstrated to the satisfaction of the Required Lenders and the Independent 
Engineer that sufficient committed funds (excluding the Contingent Equity 
Contribution Amount) will be available to meet all Budgeted Costs and to achieve 
Final Completion. 
 
                  (c) The Borrower shall notify the Administrative Agent of any 
election to terminate or reduce the Construction Loan Commitments under 
paragraph (b) of this Section at least three Business Days prior to the 
effective date of such termination or reduction, specifying such election and 
the effective date thereof. Promptly following receipt of any notice, the 
Administrative Agent shall advise the Lenders of the contents thereof. Each 
notice delivered by the Borrower pursuant to this Section shall be irrevocable; 
provided that a notice of termination of the Construction Loan Commitments 
delivered by the Borrower may state that such notice is conditioned upon the 
effectiveness of other credit facilities, in which case such notice may be 
revoked by the Borrower (by notice to the Administrative Agent on or prior to 
the specified effective date) if such condition is not satisfied. Any 
termination or reduction of the Construction Loan Commitments shall be 
permanent. Each reduction of the Construction Loan Commitments shall be made 
ratably among the Lenders in accordance with their respective Construction Loan 
Commitments. 
 
                  SECTION 2.07. Conversion to Term Loans. At the option of the 
Borrower and subject to the satisfaction of the conditions precedent for a 
Conversion set forth in Section 4.03, upon written notice delivered to the 
Administrative Agent no earlier than 60 days and no later than 30 days prior to 
the proposed Conversion Date, the aggregate principal amount of any Construction 
Loans remaining outstanding immediately prior to the close of the Administrative 
Agent's business on the Conversion Date shall automatically convert to Term 
Loans maturing on the Final Maturity Date. Any Term Loans that are prepaid may 
not be reborrowed. 
 
                  SECTION 2.08. Evidence of Debt. Any Lender may request that 
Loans made by it be evidenced by a promissory note. In such event, the Borrower 
shall prepare, execute and deliver to such Lender a promissory note 
substantially in the form of Exhibit D payable to the order of such Lender (or, 
if requested by such Lender, to such Lender and its registered assigns) and in a 
form approved by the Administrative Agent. Thereafter, the Loans evidenced by 
such promissory note and interest thereon shall at all times (including after 
assignment pursuant to Section 9.04) be represented by one or more promissory 
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notes in such form payable to the order of the payee named therein (or, if such 
promissory note is a registered note, to such payee and its registered assigns). 
 
                  SECTION 2.09. Repayment of Loans. (a) The Borrower hereby 
unconditionally promises to pay (i) on the Construction Loan Maturity Date to 
the Administrative Agent for the account of each Lender the then unpaid 
principal amount of each Construction Loan not Converted to Term Loans on such 
date, (ii) to the Administrative Agent for the account of each Lender the 
outstanding principal of the Term Loans equal to the Term Repayment Amount in 
twenty equal quarterly installments commencing on the first Quarterly Date 
following the Conversion Date and on each Quarterly Date thereafter and the then 
unpaid principal amount of the Term Loans on the Final Maturity Date. 
 
                  (b) Each Lender shall maintain in accordance with its usual 
practice an account or accounts evidencing the Indebtedness of the Borrower to 
such Lender resulting from each Loan made by such Lender, including the amounts 
of principal and interest payable and paid to such Lender from time to time 
hereunder. 
 
                  (c) The Administrative Agent shall maintain accounts in which 
it shall record (i) the amount of each Loan made hereunder, the Class and Type 
thereof and the Interest Period applicable thereto, (ii) the amount of any 
principal or interest due and payable or to become due and payable from the 
Borrower to each Lender hereunder and (iii) the amount of any sum received by 
the Administrative Agent hereunder for the account of the Lenders and each 
Lender's share thereof. 
 
                  (d) The entries made in the accounts maintained pursuant to 
paragraph (b) or (c) of this Section shall be prima facie evidence of the 
existence and amounts of the obligations recorded therein; provided that the 
failure of any Lender or the Administrative Agent to maintain such accounts or 
any error therein shall not in any manner affect the obligation of the Borrower 
to repay the Loans in accordance with the terms of this Agreement. 
 
                  SECTION 2.10. Optional and Mandatory Prepayment of Loans. (a) 
The Borrower shall have the right at any time and from time to time to prepay 
any Borrowing in whole or in part, subject to prior notice in accordance with 
this Section. The Borrower shall notify the Administrative Agent by telephone 
(confirmed by telecopy) of any prepayment hereunder not later than 11:00 a.m., 
New York City time, five Business Days before the date of prepayment. Each such 
notice shall be irrevocable and shall specify the prepayment date and the 
principal amount of each Borrowing or portion thereof to be prepaid; provided 
that if a notice of prepayment is given in connection with a conditional notice 
of termination of the Construction Loan Commitments as contemplated by Section 
2.06, then such notice of prepayment may be revoked if such notice of 
termination is revoked in accordance with Section 2.06. Promptly following 
receipt of any such notice relating to a Borrowing, the Administrative Agent 
shall advise the Lenders of the contents thereof. Each partial prepayment of any 
Borrowing shall be in an amount that would be permitted in the case of an 
advance of a Eurodollar Borrowing as provided in Section 2.02. Each prepayment 
of a Borrowing shall be applied ratably to the Loans included in the prepaid 
Borrowing. Prepayments shall be accompanied by accrued interest to the extent 
required by Section 2.12. The Borrower shall also submit with each prepayment 
notice for a partial prepayment evidence satisfactory to the Administrative 
Agent and the Independent Engineer that after giving effect to such partial 
prepayment, there remains sufficient funds available to the Borrower under this 
Agreement, the Construction Equity Contribution Amount and the Contingent Equity 
Contribution Amount to complete the Project. 
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                  (b) If, after giving effect to any reduction or termination of 
the Construction Loan Commitments, the aggregate principal amount of all Loans 
then outstanding is in excess of aggregate Construction Loan Commitments, the 
Borrower shall make a prepayment of Loans in an amount equal to such excess, 
together with accrued interest thereon and any related costs (including funding 
losses, if any, resulting from such prepayment being made other than on the last 
day of an Interest Period with respect to any Eurodollar Loan as provided in 
Section 2.15). Any such prepayment shall be payable in full on the date on which 
the reduction or termination of the Construction Loan Commitments pursuant to 
Section 2.06 becomes effective. 
 
                  (c) If an Event of Loss with respect to the Project shall 
occur, then the Borrower shall prepay an aggregate principal amount of the Loans 
equal to the funds received as proceeds from such Event of Loss, together with 
accrued interest thereon to the date of prepayment and any related costs 
(including funding losses, if any, resulting from such prepayment being made 
other than on the last day of an Interest Period with respect to any Eurodollar 
Loan as provided in Section 2.15), on or before the 60th day following the date 
of the determination of the occurrence of such Event of Loss or within 90 days 
of the event giving rise to such determination, whichever period is shorter; 
provided that, if the Borrower shall have given the Administrative Agent written 
notice on or before the 60th day following the date of determination of the 
occurrence of such Event of Loss or within 90 days of the event giving rise to 
such determination, whichever period is shorter, stating that it believes the 
Project could be repaired and/or restored and the conditions of 5.05(b) could be 
satisfied, and that the Borrower is diligently working to obtain the necessary 
information to meet the conditions of Subsection 5.05(b), the Borrower may defer 
such prepayment of the Loans and compliance with the provisions of Subsection 
5.05(b) for a period of up to 30 additional days. From the date of the 
determination of the occurrence of such Event of Loss, the Borrower shall 
provide to the Administrative Agent a monthly status report describing the 
status of discussions with contractors and insurers or Governmental Authorities, 
as the case may be (including information on cost and scheduling estimates). On 
such date of prepayment, any funds constituting proceeds from such Event of Loss 
shall (to the extent not already so applied) be applied in satisfaction (to the 
extent of such proceeds) of such obligation to prepay the Loans. 
 
                  (d) At any time the Borrower shall receive net proceeds from 
any sale or disposition of any asset or property in excess of $1,000,000 in the 
aggregate during any calendar year, 100% of such net proceeds shall be applied 
on such date toward the prepayment of the Loans. 
 
                  (e) At any time the Borrower shall receive liquidated damages 
or other amounts owed by any Construction Contractor under any Construction 
Contract as penalties for performance, 100% of such funds so received shall be 
applied on such date toward the prepayment of the Loans. 
 
                  (f) Following the Conversion Date, any prepayments made 
pursuant to this Section 2.10, whether mandatory or optional, with respect to 
the Loans, shall be applied in inverse order to the remaining scheduled 
installment payments of principle on the Term Loans. 
 
                  (g) Upon receipt of a notice of prepayment pursuant to this 
Section, the Administrative Agent shall promptly notify each Lender of the 
contents thereof and of such Lender's ratable share of such prepayment. 
 
                  SECTION 2.11. Fees. (a) The Borrower agrees to pay to the 
Administrative Agent for the account of each Lender the Commitment Fee, which 
shall accrue on the daily amount of the unused 
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Construction Loan Commitment of such Lender during the period from and including 
the Closing Date to but excluding the date on which such Construction Loan 
Commitment terminates. Accrued Commitment Fees shall be payable in arrears on 
the first day of March, June, September and December of each year and on the 
date on which the Construction Loan Commitments terminate, commencing on the 
first such date to occur after the date hereof. All Commitment Fees shall be 
computed on the basis of a year of 360 days and shall be payable for the actual 
number of days elapsed (including the first day but excluding the last day). 
 
                  (b) The Borrower agrees to pay to the Administrative Agent, 
for its own account, fees payable in the amounts and at the times separately 
agreed upon between the Borrower and the Administrative Agent. 
 
                  (c) All fees payable hereunder shall be paid on the dates due, 
in immediately available funds, to the Administrative Agent for distribution, in 
the case of Commitment Fees, to the Lenders. Fees paid shall not be refundable 
under any circumstances. 
 
                  SECTION 2.12. Interest. (a) The Loans comprising each ABR 
Borrowing shall bear interest at the Alternate Base Rate plus the Applicable 
Rate. 
 
                  (b) The Loans comprising each Eurodollar Borrowing shall bear 
interest at the Adjusted LIBO Rate for the Interest Period in effect for such 
Borrowing plus the Applicable Rate. 
 
                  (c) Notwithstanding the foregoing, if any principal of or 
interest on any Loan or any fee or other amount payable by the Borrower 
hereunder is not paid when due, whether at stated maturity, upon acceleration or 
otherwise, such overdue amount shall bear interest, after as well as before 
judgment, at a rate per annum equal to (i) in the case of overdue principal of 
any Loan, 2% plus the rate otherwise applicable to such Loan as provided in the 
preceding paragraphs of this Section or (ii) in the case of any other amount, 2% 
plus the rate applicable to ABR Loans as provided in paragraph (a) of this 
Section. 
 
                  (d) Accrued interest on each Loan shall be payable in arrears 
on each Interest Payment Date for such Loan, and at the maturity thereof; 
provided that (i) interest accrued pursuant to paragraph (c) of this Section 
shall be payable on demand, (ii) in the event of any repayment or prepayment of 
any Loan, accrued interest on the principal amount repaid or prepaid shall be 
payable on the date of such repayment or prepayment and (iii) in the event of 
any conversion of any Eurodollar Loan prior to the end of the current Interest 
Period therefor, accrued interest on such Loan shall be payable on the effective 
date of such conversion. 
 
                  (e) All interest hereunder shall be computed on the basis of a 
year of 360 days, except that interest computed by reference to the Alternate 
Base Rate at times when the Alternate Base Rate is based on the Prime Rate shall 
be computed on the basis of a year of 365 days (or 366 days in a leap year), and 
in each case shall be payable for the actual number of days elapsed (including 
the first day but excluding the last day). The applicable Alternate Base Rate or 
Adjusted LIBO Rate shall be determined by the Administrative Agent, and such 
determination shall be conclusive absent manifest error. 
 
                  SECTION 2.13. Alternate Rate of Interest. If prior to the 
commencement of any Interest Period for a Eurodollar Borrowing: 
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                  (a) the Administrative Agent determines (which determination 
shall be conclusive absent manifest error) that adequate and reasonable means do 
not exist for ascertaining the Adjusted LIBO Rate for such Interest Period; or 
 
                  (b) the Administrative Agent is advised by the Required 
Lenders that the Adjusted LIBO Rate for such Interest Period will not adequately 
and fairly reflect the cost to such Lenders (or Lender) of making or maintaining 
their Loans (or its Loan) included in such Borrowing for such Interest Period; 
 
then the Administrative Agent shall give notice thereof to the Borrower and the 
Lenders by telephone or telecopy as promptly as practicable thereafter and, 
until the Administrative Agent notifies the Borrower and the Lenders that the 
circumstances giving rise to such notice no longer exist, (i) any Interest 
Election Request that requests the conversion of any Borrowing to, or 
continuation of any Borrowing as, a Eurodollar Borrowing shall be ineffective, 
and (ii) if any Borrowing Request requests a Eurodollar Borrowing, such 
Borrowing shall be made as an ABR Borrowing. 
 
                  SECTION 2.14. Increased Costs. (a) If any Change in Law shall: 
 
                           (i) impose, modify or deem applicable any reserve, 
                  special deposit or similar requirement against assets of, 
                  deposits with or for the account of, or credit extended by, 
                  any Lender (except any such reserve requirement reflected in 
                  the Adjusted LIBO Rate); or 
 
                           (ii) impose on any Lender or the London interbank 
                  market any other condition affecting this Agreement or 
                  Eurodollar Loans made by such Lender; 
 
and the result of any of the foregoing shall be to increase the cost to such 
Lender of making or maintaining any Eurodollar Loan (or of maintaining its 
obligation to make any such Loan) or to increase the cost to such Lender to 
reduce the amount of any sum received or receivable by such Lender hereunder 
(whether of principal, interest or otherwise), then the Borrower shall pay to 
such Lender such additional amount or amounts as will compensate such Lender for 
such additional costs incurred or reduction suffered. 
 
                  (b) If any Lender determines that any Change in Law regarding 
capital requirements has or would have the effect of reducing the rate of return 
on such Lender's capital or on the capital of such Lender's holding company, if 
any, as a consequence of this Agreement or the Loans made by such Lender to a 
level below that which such Lender or such Lender's holding company could have 
achieved but for such Change in Law (taking into consideration such Lender's 
policies and the policies of such Lender's holding company with respect to 
capital adequacy), then from time to time the Borrower will pay to such Lender 
such additional amount or amounts as will compensate such Lender or such 
Lender's holding company for any such reduction suffered. 
 
                  (c) A certificate of a Lender setting forth the amount or 
amounts necessary to compensate such Lender or its holding company, as the case 
may be, as specified in paragraph (a) or (b) of this Section shall be delivered 
to the Borrower and shall be conclusive absent manifest error. The Borrower 
shall pay such Lender the amount shown as due on any such certificate within 10 
days after receipt thereof. 
 
                  (d) Failure or delay on the part of any Lender to demand 
compensation pursuant to this Section shall not constitute a waiver of such 
Lender's right to demand such compensation; provided that the Borrower shall not 
be required to compensate a Lender pursuant to this Section for any increased 
costs or 
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reductions incurred more than 90 days prior to the date that such Lender 
notifies the Borrower of the Change in Law giving rise to such increased costs 
or reductions and of such Lender's intention to claim compensation therefor; 
provided further that, if the Change in Law giving rise to such increased costs 
or reductions is retroactive, then the 90 day period referred to above shall be 
extended to include the period of retroactive effect thereof. 
 
                  SECTION 2.15. Break Funding Payments. In the event of (a) the 
payment of any principal of any, Eurodollar Loan other than on the last day of 
an Interest Period applicable thereto (including as a result of an Event of 
Default or an optional or mandatory prepayment), (b) the conversion of any 
Eurodollar Loan other than on the last day of the Interest Period applicable 
thereto, (c) the failure to borrow, convert, continue or prepay any Loan on the 
date specified in any notice delivered pursuant hereto (regardless of whether 
such notice may be revoked under Section 2.10(a) and is revoked in accordance 
therewith), or (d) the assignment of any Eurodollar Loan other than on the last 
day of the Interest Period applicable thereto as a result of a request by the 
Borrower pursuant to Section 2.18, then, in any such event, the Borrower shall 
compensate each Lender for the loss, cost and expense attributable to such 
event. In the case of a Eurodollar Loan, such loss, cost or expense to any 
Lender shall be deemed to include an amount reasonably determined by such Lender 
to be the excess, if any, of (i) the amount of interest which would have accrued 
on the principal amount of such Loan had such event not occurred, at the 
Adjusted LIBO Rate that would have been applicable to such Loan, for the period 
from the date of such event to the last day of the then current Interest Period 
therefor (or, in the case of a failure to borrow, convert or continue, for the 
period that would have been the Interest Period for such Loan), over (ii) the 
amount of interest which would accrue on such principal amount for such period 
at the interest rate which such Lender would bid were it to bid, at the 
commencement of such period, for dollar deposits of a comparable amount and 
period from other banks in the eurodollar market. A certificate of any Lender 
setting forth any amount or amounts that such Lender is entitled to receive 
pursuant to this Section shall be delivered to the Borrower and shall be 
conclusive absent manifest error. The Borrower shall pay such Lender the amount 
shown as due on any such certificate within 10 days after receipt thereof. 
 
                  SECTION 2.16. Taxes. (a) Any and all payments by or on account 
of any obligation of the Borrower hereunder shall be made free and clear of and 
without deduction for any Indemnified Taxes or Other Taxes; provided that if the 
Borrower 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 Administrative Agent or Lender 
(as the case may be) receives an amount equal to the sum it would have received 
had no such deductions been made, (ii) the Borrower shall make such deductions 
and (iii) the Borrower shall pay the full amount deducted to the relevant 
Governmental Authority in accordance with applicable law. 
 
                  (b) In addition, the Borrower shall pay any Other Taxes to the 
relevant Governmental Authority in accordance with applicable law. 
 
                  (c) The Borrower shall indemnify the Administrative Agent, 
each Lender within 10 days after written demand therefor, for the full amount of 
any Indemnified Taxes or Other Taxes paid by the Administrative Agent or such 
Lender, as the case may be, on or with respect to any payment by or on account 
of any obligation of the Borrower 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 Indemnified Taxes or Other Taxes 
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were correctly or legally imposed or asserted by the relevant Governmental 
Authority. A certificate as to the amount of such payment or liability delivered 
to the Borrower by a Lender, or by the Administrative Agent on its own behalf or 
on behalf of a Lender, shall be conclusive absent manifest error. 
 
                  (d) As soon as practicable after any payment of Indemnified 
Taxes or Other Taxes by the Borrower to a Governmental Authority, the Borrower 
shall deliver to the Administrative Agent 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 Administrative Agent. 
 
                  (e) Any Foreign Lender that is entitled to an exemption from 
or reduction of withholding tax under the law of the jurisdiction in which the 
Borrower is located, or any treaty to which such jurisdiction is a party, with 
respect to payments under this Agreement shall deliver to the Borrower (with a 
copy to the Administrative Agent), at the time or times prescribed by applicable 
law, such properly completed and executed documentation prescribed by applicable 
law or reasonably requested by the Borrower as will permit such payments to be 
made without withholding or at a reduced rate. 
 
                  SECTION 2.17. Payments Generally; Pro Rata Treatment; Sharing 
of Set-offs. (a) The Borrower shall make each payment required to be made by it 
hereunder (whether of principal, interest, fees or of amounts payable under 
Section 2.14, 2.15 or 2.16, or otherwise) prior to 12:00 noon, New York City 
time, on the date when due, in immediately available funds, without set-off or 
counterclaim. Any amounts received after such time on any date may, in the 
discretion of the Administrative Agent, be deemed to have been received on the 
next succeeding Business Day for purposes of calculating interest thereon. All 
such payments shall be made to the Administrative Agent at its offices at 270 
Park Avenue, New York, New York 10017. The Administrative Agent shall distribute 
any such payments received by it for the account of any other Person to the 
appropriate recipient promptly following receipt thereof. 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 payments hereunder shall be made in dollars. 
 
                  (b) If at any time insufficient funds are received by and 
available to the Administrative Agent to pay fully all amounts of principal, 
interest and fees then due hereunder, such funds shall be applied (i) first, 
towards payment of interest and fees then due hereunder, ratably among the 
parties entitled thereto in accordance with the amounts of interest and fees 
then due to such parties, and (ii) second, towards payment of principal then due 
hereunder, ratably among the parties entitled thereto in accordance with the 
amounts of principal then due to such parties. 
 
                  (c) If any Lender shall, by exercising any right of set-off or 
counterclaim or otherwise, obtain payment in respect of any principal of or 
interest on any of its Loans resulting in such Lender receiving payment of a 
greater proportion of the aggregate amount of its Loans and accrued interest 
thereon than the proportion received by any other Lender, then the Lender 
receiving such greater proportion shall purchase (for cash at face value) 
participations in the Loans of other Lenders to the extent necessary so that the 
benefit of all such payments shall be shared by the Lenders ratably in 
accordance with the aggregate amount of principal of and accrued interest on 
their respective Loans; provided that (i) if any such participations are 
purchased and all or any portion of the payment giving rise thereto is 
recovered, such participations shall be rescinded and the purchase price 
restored to the extent of such recovery, without interest, and (ii) the 
provisions of this paragraph shall not be construed to apply to any payment made 
by the Borrower pursuant 
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to and in accordance with the express terms of this Agreement or any payment 
obtained by a Lender as consideration for the assignment of or sale of a 
participation in any of its Loans to any assignee or participant, other than to 
the Borrower or any Subsidiary or Affiliate thereof (as to which the provisions 
of this paragraph shall apply). The Borrower consents to the foregoing and 
agrees, to the extent it may effectively do so under applicable law, that any 
Lender acquiring a participation pursuant to the foregoing arrangements may 
exercise against the Borrower rights of set-off and counterclaim with respect to 
such participation as fully as if such Lender were a direct creditor of the 
Borrower in the amount of such participation. 
 
                  (d) Unless the Administrative Agent shall have received notice 
from the Borrower prior to the date on which any payment is due to the 
Administrative Agent for the account of the Lenders hereunder that the Borrower 
will not make such payment, the Administrative Agent may assume that the 
Borrower has made such payment on such date in accordance herewith and may, in 
reliance upon such assumption, distribute to the Lenders the amount due. In such 
event, if the Borrower has not in fact made such payment, then each of the 
Lenders severally agrees to repay to the Administrative Agent forthwith on 
demand the amount so distributed to such Lender with interest thereon, for each 
day from and including the date such amount is distributed to it to but 
excluding the date of payment to the Administrative Agent, at the greater of the 
Federal Funds Effective Rate and a rate determined by the Administrative Agent 
in accordance with banking industry rules on interbank compensation. 
 
                  (e) If any Lender shall fail to make any payment required by 
it to be made by it pursuant to Section 2.17(d), then the Administrative Agent 
may, in its discretion (notwithstanding any contrary provision hereof), apply 
any amounts thereafter received by the Administrative Agent for the account of 
such Lender to satisfy such Lender's obligations under such Section until all 
such unsatisfied obligations are fully paid. 
 
                  SECTION 2.18. Mitigation Obligations; Replacement of Lenders. 
(a) If any Lender requests compensation under Section 2.14, or if the Borrower 
is required to pay any additional amount to any Lender or any Governmental 
Authority for the account of any Lender pursuant to Section 2.16, then such 
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 such Lender, such designation or assignment (i) would eliminate or reduce 
amounts payable pursuant to Section 2.14 or 2.16, as the case may be, in the 
future and (ii) would not subject such Lender to any unreimbursed cost or 
expense and would not otherwise be disadvantageous to such Lender. The Borrower 
hereby agrees to pay all reasonable costs and expenses incurred by any Lender in 
connection with any such designation or assignment. 
 
                  (b) If any Lender requests compensation under Section 2.14, or 
if the Borrower is required to pay any additional amount to any Lender or any 
Governmental Authority for the account of any Lender pursuant to Section 2.16, 
or if any Lender defaults in its obligation to fund Loans hereunder, then the 
Borrower may, at its sole expense and effort, upon notice to such Lender and the 
Administrative Agent, require such Lender to assign and delegate, without 
recourse (in accordance with and subject to the restrictions contained in 
Section 9.04), all its interests, rights and obligations under this Agreement 
(other than any outstanding Competitive Loans held by it) to an assignee that 
shall assume such obligations (which assignee may be another Lender, if a Lender 
accepts such assignment); provided that (i) the Borrower shall have received the 
prior written consent of the Administrative Agent, which consent shall not 
unreasonably be withheld, (ii) such Lender shall have received payment of an 
amount equal to the outstanding principal of its Loans, accrued interest 
thereon, accrued fees and all other amounts payable to it hereunder, from the 
assignee (to the extent of such outstanding principal and accrued interest and 
fees) or the Borrower (in the 
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case of all other amounts) and (iii) in the case of any such assignment 
resulting from a claim for compensation under Section 2.14 or payments required 
to be made pursuant to Section 2.16, such assignment will result in a reduction 
in such compensation or payments. A Lender shall not be required to make any 
such assignment and delegation if, prior thereto, as a result of a waiver by 
such Lender or otherwise, the circumstances entitling the Borrower to require 
such assignment and delegation cease to apply. 
 
                  SECTION 2.19. No Approval of Work. The making of any Loan 
shall not be deemed an approval or acceptance by the Administrative Agent or the 
Lenders of any work, labor, supplies, materials or equipment furnished or 
supplied with respect to the Project. 
 
                  SECTION 2.20. Project Control Account. (a) The Borrower shall 
establish by the Closing Date and maintain at the Borrower's expense an 
interest-bearing account (the "Project Control Account") under the 
Administrative Agent's control with the Account Bank, and the Borrower shall 
deposit or cause to be deposited in the Project Control Account: (i) all Project 
Revenues to be received by the Borrower, (ii) all proceeds of Construction Loans 
advanced to the Borrower hereunder, (iii) all proceeds of the Base Equity 
Contribution Amount, (iv) all proceeds of the Construction Equity Contribution 
Amount, (v) all proceeds of the Contingent Equity Contribution Amount, (vi) all 
proceeds of any insurance award or award received in connection with any Taking, 
(vii) all proceeds of any Interest Rate Agreements, (viii) all proceeds of any 
Project Document that are not included in Project Revenues (including, without 
limitation, any damages or liquidated damages in connection with any of the 
Project Documents) and any guarantees, letters of credit or bonds supporting the 
obligations of any Person party thereto other than the Borrower, (ix) all 
amounts transferred from the Debt Service Reserve Account, (x) all cash on hand 
of the Borrower on the Effective Date that represents the Base Equity 
Contribution Amount, (xi) all proceeds of any Subordinated Indebtedness, and 
(xii) any other amounts received by the Borrower. Notwithstanding the foregoing 
provisions of this Section 2.20(a), all other sums identified expressly as 
required to be deposited into the Debt Service Reserve Account in accordance 
with the terms hereof shall be so deposited. 
 
         (b) Provided that no Default shall have occurred and be continuing, on 
the date that the Initial Loan is funded, on the Conversion Date, with respect 
to a one time permitted payment as contemplated by Sections 2.01 and 6.06, and 
on each Monthly Distribution Date (or each Quarterly Date subsequent to the 
Conversion Date with respect to subsections (vii) and (viii) below), the 
Administrative Agent shall withdraw and transfer amounts from the Project 
Control Account (insofar as sufficient funds are available therein) or retain in 
a subaccount established therein and apply the same at the times, and the 
amounts and in the following priorities: 
 
                  (i) first, from time to time, as and when instructed in 
         writing by the Borrower and in accordance with the relevant Withdrawal 
         Request, withdraw the amount specified therein as the amount needed to 
         pay the aggregate amount of Budgeted Costs and Qualified Operating 
         Costs due and payable and permitted to be incurred under this 
         Agreement; 
 
                  (ii) second, after making the withdrawals specified in 
         priority first above, if any, as and when instructed in writing by the 
         Borrower and in accordance with the relevant Withdrawal Request, 
         withdraw the amount specified therein as the amount needed to pay the 
         aggregate amount of Consolidated Mandatory Capital Expenditures due and 
         payable and permitted to be incurred under this Agreement; 
 
                  (iii) third, after making the withdrawals specified in 
         priorities first and second above, if any, as and when instructed in 
         writing by the Borrower and in accordance with the relevant Withdrawal 
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         Request, on each Monthly Distribution Date, or if such funds are not 
         then available, the next succeeding Business Day following the day such 
         funds are available, withdraw and transfer to the Debt Payment Account 
         the amount specified in such instructions as needed to pay any fees, 
         costs and expenses payable by the Borrower under the Financing 
         Documents (together with any interest accrued but unpaid thereon) then 
         due and unpaid as of such Monthly Distribution Date; 
 
                  (iv) fourth, after making the withdrawals specified in 
         priorities first through third above, if any, as and when instructed in 
         writing by the Borrower and in accordance with the relevant Withdrawal 
         Request, on each Monthly Distribution Date, or if such funds are not 
         then available, the next succeeding Business Day following the day such 
         funds are available, withdraw and transfer to the Debt Payment Account 
         an amount specified in such instructions as equal to the aggregate 
         amount of (A) interest due on any Loan, and (B) any scheduled payment 
         due from the Borrower to any Interest Rate Agreement counterparty under 
         any Interest Rate Agreement, in each case, as of such Monthly 
         Distribution Date; 
 
                  (v) fifth, after making the withdrawals specified in 
         priorities first through fourth above, if any, as and when instructed 
         in writing by the Borrower and in accordance with the relevant 
         Withdrawal Request, on each Monthly Distribution Date, or if such funds 
         are not then available, the next succeeding Business Day following the 
         day such funds are available, withdraw and transfer to the Debt Payment 
         Account an amount specified in such instructions as equal to the amount 
         of (A) any principal due on any Loan and (B) any termination payment 
         due from the Borrower to any Interest Rate Agreement counterparty under 
         any Interest Rate Agreement, in each case, as of such Monthly 
         Distribution Date; 
 
                  (vi) sixth, after making the withdrawals specified in 
         priorities first through fifth above, if any, as and when instructed in 
         writing by the Borrower and in accordance with the relevant Withdrawal 
         Request, on each Monthly Distribution Date, or if such funds are not 
         then available, the next succeeding Business Day following the day such 
         funds are available, withdraw and transfer to the Debt Payment Account 
         (A) the amount specified in such instructions as needed to pay any 
         fees, costs and expenses payable by the Borrower under the Financing 
         Documents (together with any interest accrued but unpaid thereon) that 
         will become or is scheduled to become due and payable before the next 
         Monthly Distribution Date, (B) an amount specified in such instructions 
         as equal to the aggregate amount of (w) interest due on any Loan, and 
         (x) any scheduled payment due from the Borrower to any Interest Rate 
         Agreement counterparty under any Interest Rate Agreement, in each case, 
         that is scheduled to become due and payable before the next Monthly 
         Distribution Date, and (C) an amount specified in such instructions as 
         equal to the amount of (y) any principal due on any Loan and (z) any 
         termination payment due from the Borrower to any Interest Rate 
         Agreement counterparty under any Interest Rate Agreement, in each case, 
         that is scheduled to become due and payable before the next Monthly 
         Distribution Date; 
 
                  (vii) seventh, after making the withdrawals specified in 
         priorities first through sixth above, if any, from time to time, to the 
         extent that the sum of cash on deposit in the Debt Service Reserve 
         Account is less than the Debt Service Reserve Amount, withdraw and 
         transfer to the Debt Service Reserve Account, amounts (when combined 
         with the amounts then on deposit in the Debt Service Reserve Account) 
         needed to satisfy the Debt Service Reserve Amount; 
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                  (viii) eighth, after making the withdrawals specified in 
         priorities first through seventh above, if any, from time to time, to 
         the extent that such payments are permitted by the terms of 
         subordination to which such Indebtedness is subject, payments of 
         principal and interest accrued and owing on Subordinated Indebtedness; 
 
                  (ix) ninth, after making the withdrawals specified in 
         priorities first through eighth above, if any, as and when instructed 
         in writing by the Borrower and in accordance with the relevant 
         Withdrawal Request on each Quarterly Date after the Conversion Date to 
         the extent that the Borrower shall have certified to the Collateral 
         Agent in writing that all of the conditions set forth in clauses (i) 
         through (iv) of Section 6.06 will be satisfied immediately before and 
         immediately after giving effect to such withdrawal, withdraw and 
         transfer to each member of the Borrower an amount of cash specified in 
         such instructions as equal to the aggregate amount of cash on deposit 
         in the Project Control Account which is available for a Restricted 
         Payment after receipt of the foregoing certificate ("Available Cash 
         Flow"); and 
 
                  (x) tenth, after making the withdrawals specified in 
         priorities first through ninth above, if any, as and when instructed in 
         writing by the Borrower and in accordance with the relevant Withdrawal 
         Request on each Quarterly Date after the Conversion Date, (which 
         certification shall have been confirmed in writing by the 
         Administrative Agent to the best of its knowledge to the Collateral 
         Agent), withdraw and transfer to the Operating Account an amount equal 
         to Available Cash Flow for application by the Borrower in its 
         discretion, subject to the terms hereof. 
 
                  (c) Upon the Final Maturity, all amounts remaining in the 
Project Control Account after the payment of all Obligations shall be disbursed 
to the Borrower. 
 
                  (d) Each Withdrawal Request delivered by the Borrower pursuant 
to this Section 2.20 shall be delivered to the Administrative Agent and the 
Account Bank not less than three Business Days prior to each Monthly 
Distribution Date. 
 
                  SECTION 2.21. Debt Service Reserve Account. (a) The 
Administrative Agent shall, on or prior to the date of the Initial Loan, 
establish and maintain at the Borrower's expense an interest-bearing account 
(the "Debt Service Reserve Account") with the Account Bank. On or prior to the 
Conversion Date, there shall be deposited to the Debt Service Reserve Account 
(i) proceeds of any Construction Loan which are designated by the Borrower for 
deposit to the Debt Service Reserve Account pursuant to Section 2.01(b), (ii) 
proceeds of the Contingent Equity Contribution Amount designated by the Borrower 
for application to the Debt Service Reserve Account; provided that (as to both 
clauses (i) and (ii) above) all Project Costs have been paid or escrowed as of 
the date of such application, and (iii) all amounts required to be so deposited 
from the Project Control Account pursuant to Section 2.20(b)(vii). 
 
                  (b) Provided that no Default shall have occurred and be 
continuing, on any Monthly Distribution Date, in the event that (i) the 
Consolidated Debt Service Coverage Ratio for the most recently ended Rolling 
Period is equal to or greater than 1.30:1.00, (ii) the Consolidated Projected 
Debt Service Ratio is equal to or greater than 1.30:1.00 and (iii) the cash 
amount on deposit in the Debt Service Reserve Account exceeds the Debt Service 
Reserve Amount as calculated on such day, then the Borrower shall be entitled to 
make a Withdrawal Request for any such excess cash on deposit in the Debt 
Service Reserve Account to be withdrawn and transferred to the Project Control 
Account. 
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                  (c) The Administrative Agent, may, at any time, request that 
the Account Bank pay to it, on the date specified in such notice, from such sums 
as are on deposit in the Debt Service Reserve Account, the amount stated in such 
notice as being required to pay any Obligations due and payable but unpaid. 
 
                  (d) Any amounts deposited in the Debt Service Reserve Account 
may be invested at the instruction of the Borrower in Permitted Investments. 
 
                  (e) Each Withdrawal Request delivered by the Borrower pursuant 
to this Section 2.21 shall be delivered to the Administrative Agent and the 
Account Bank not less than three Business Days prior to each Monthly 
Distribution Date. 
 
                  SECTION 2.22. Debt Payment Account. (a) The Administrative 
Agent shall, on or prior to the date of the Initial Loan, establish and maintain 
at the Borrower's expense an account (the "Debt Payment Account") with the 
Account Bank. 
 
                  (b) On each Monthly Distribution Date, there shall be 
deposited to the Debt Payment Account all amounts required to be so deposited 
from the Project Control Account pursuant to clauses (iii), (iv) , (v) and (vi) 
of Section 2.20(b) above. 
 
                  (c) Provided that no Event of Default shall have occurred and 
be continuing, on each Interest Payment Date, on each date on which a payment of 
principal on the Loans is due, on each date that a scheduled payment or a 
termination payment with respect to any Interest Rate Agreement is due or on any 
date on which Commitment Fees or other fees become due and payable, amounts in 
the Debt Payment Account shall be automatically withdrawn and transferred to the 
Administrative Agent, the Lenders or the relevant Interest Rate Agreement 
counterparty, as the case may be, to be applied to the obligations as set forth 
in clauses (iii), (iv), (v) and (vi) of Section 2.20(b) above in the order that 
such amounts become due and in the order of priority established by Section 
2.20(b). 
 
                                   ARTICLE III 
 
                         Representations and Warranties 
 
                  The Borrower represents and warrants to each Lender and the 
Administrative Agent as follows (such representations and warranties being made 
as of the Closing Date and, to the extent provided herein, on each subsequent 
date on which such representations and warranties are made or deemed to be made 
hereunder): 
 
                  SECTION 3.01. Organization; Powers. Each of the Borrower and 
its Subsidiaries is duly organized, validly existing and in good standing under 
the laws of the jurisdiction of its organization or formation, has all requisite 
power and authority to carry on its business as now conducted and, except where 
the failure to do so, individually or in the aggregate, could not reasonably be 
expected to result in a Material Adverse Effect, is qualified to do business in, 
and is in good standing in, every jurisdiction where such qualification is 
required. 
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                  SECTION 3.02. Authorization; Enforceability. (a) The 
execution, delivery and performance by the Borrower of each Transaction Document 
to which it is a party are within such party's limited liability company powers, 
have been duly authorized by all necessary partnership or limited liability 
company action and do not contravene any provision of the organizational 
documents of such Person, any Governmental Requirement or contractual obligation 
binding on or affecting such party or any of its properties or assets that could 
reasonably be expected to have a Material Adverse Effect, and such execution, 
delivery and performance do not and will not result in or require the creation 
of any Lien upon or with respect to any of its properties, other than Permitted 
Encumbrances and the other Liens created or permitted by the Financing 
Documents, or result in the acceleration of any obligation under, or in a 
condition or event that constitutes (or that, upon notice or lapse of time or 
both, would constitute) an event of default under any contractual obligation of 
such party. This Agreement has been, and each other Transaction Document to 
which the Borrower will be a party when delivered hereunder will have been, duly 
executed and delivered by the Borrower, the Parent or the Sponsor, as the case 
may be. The Borrower and each of its Subsidiaries is in compliance with and not 
in default under any and all Governmental Requirements, all terms and provisions 
of all contractual obligations of such parties unless such noncompliance would 
not reasonably expected to have a Material Adverse Effect. 
 
                  (b) This Agreement and each other Transaction Document to 
which the Borrower or each of its Subsidiaries is a party are legal, valid and 
binding obligations of the Borrower or such Subsidiary enforceable against the 
Borrower or such Subsidiary in accordance with their respective terms, subject 
to the qualification that the enforcement of the rights and remedies herein and 
therein is subject to (a) bankruptcy and other similar laws of general 
application affecting rights and remedies of creditors and (b) the application 
of general principles of equity (regardless of whether considered in a 
proceeding in equity or at law). The Borrower has delivered to the 
Administrative Agent and the Lenders true and compete copies of each executed 
Transaction Document and, except as disclosed to the Administrative Agent and 
the Lenders in writing, none of the Transaction Documents (other than this 
Agreement) have been amended, modified or terminated. The Borrower has not given 
or received any notice of default under any Transaction Document. Neither the 
Borrower, any El Paso Entity nor, to the Borrower's knowledge, any other 
Transaction Party is in default under any executed Transaction Document. 
 
                  SECTION 3.03. Governmental Approvals; Material Permits; No 
Conflicts. (a) All Governmental Approvals, including without limitation, all 
Material Permits, that are required to be obtained or made by the Borrower or 
any Subsidiary in connection with (a) the construction, development, use, 
ownership and maintenance of the Project and (b) the Borrowings and granting of 
Liens under, and the execution, delivery and performance by the Borrower of, the 
then existing Transaction Documents, have been obtained and are in full force 
and effect. No material change in the facts or circumstances reported or assumed 
in the applications for the granting of such Material Permits exists (except 
such change which could not result in any revocation of such Material Permits or 
any fine, penalty or other action being taken against the Borrower or any 
Subsidiary by any Governmental Authority), and there are not any proceedings 
pending or, to the knowledge of the Borrower, threatened which would jeopardize 
the validity of such Material Permits. The Borrower does not have any reason to 
believe that it or any Subsidiary will be unable to obtain or maintain the 
Material Permits in the ordinary course of business and at such time or times as 
may be necessary to avoid any substantial delay in, or material impairment to, 
the consummation and performance of the Transactions. 
 
                  (b) All Governmental Approvals and other filings, recordings, 
registrations and other actions have been made, obtained and taken in all 
relevant jurisdictions that are necessary to create and perfect the Liens 
provided for in the Security Documents, and the Administrative Agent, for the 
benefit of the Secured 
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Parties, will hold the Liens provided for in the Security Documents, and the 
Security Documents shall constitute a valid, direct, continuing first priority 
Lien on the Collateral, subject only to Permitted Encumbrances and other Liens 
permitted by the Financing Documents. 
 
                  (c) The execution, delivery and performance by the Borrower or 
any of its Subsidiaries of the Financing Documents, including this Agreement, 
and the Project Documents and the construction and operation of the Project do 
not contravene or violate any provision of the organizational documents or by- 
laws of the Borrower or such Subsidiary. 
 
                  SECTION 3.04. No Material Adverse Change; Material 
Obligations. Since the Closing Date, there has been no material adverse change 
in the business, assets, operations, prospects or condition, financial or 
otherwise, of the Borrower and each of its Subsidiaries, taken as a whole, or 
the Project. As of the Closing Date, the Borrower has not begun operations, has 
no material assets other than the Construction Contracts and has not entered 
into any material agreements or incurred any material obligations other than as 
contemplated by this Agreement or the Project Documents. 
 
                  SECTION 3.05. Properties. (a) Each of the Borrower and its 
Subsidiaries has marketable title to the property material to its business, free 
and clear of all Liens except for Permitted Encumbrances or Liens otherwise 
permitted or contemplated by this Agreement or the other Financing Documents. 
 
                  (b) Each of the Borrower and its Subsidiaries owns, or is 
licensed to use, all trademarks, tradenames, copyrights, patents and other 
intellectual property material to its business or to the construction and 
operation of the Project, and the use thereof by the Borrower and its 
Subsidiaries does not infringe upon the rights of any other Person, except for 
any such infringements that, individually or in the aggregate, could not 
reasonably be expected to result in a Material Adverse Effect. 
 
                  SECTION 3.06. Litigation and Environmental Matters. (a) There 
is no action, suit or proceeding 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 of its Subsidiaries which (i) could 
reasonably be expected to result in a Material Adverse Effect or (ii) challenges 
the validity of this Agreement, any Note, any other Financing Document or the 
Project Documents. 
 
                  (b) The Borrower's and its Subsidiaries' conduct of operations 
on their respective properties is in substantial compliance with all applicable 
orders of any court or Governmental Authority and all applicable Environmental 
Laws, except where the failure to comply with such orders or Environmental Laws 
could not reasonably be expected to result in a Material Adverse Effect. Neither 
the Borrower nor any of its Subsidiaries (i) has failed to obtain, maintain or 
comply with any permit, license or other approval required under any 
Environmental Law, (ii) has become subject to any Environmental Liability, (iii) 
has received notice of any claim with respect to any Environmental Liability or 
(iv) knows of any basis for any Environmental Liability in each case that could 
reasonably be expected to result in a Material Adverse Effect. 
 
                  SECTION 3.07. Compliance with Laws and Agreements. Each of the 
Borrower and its Subsidiaries is in compliance with all Governmental 
Requirements applicable to it or its property and all indentures, agreements and 
other instruments binding upon it or its property, except where the failure to 
do so could not reasonably be expected to result in a Material Adverse Effect. 
No Default has occurred and is continuing. 
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                  SECTION 3.08. Investment Company Act Status. Neither the 
Borrower nor any of its Subsidiaries is an "investment company" or a company 
"controlled" by an "investment company" that is incorporated in or organized 
under the laws of the United State of America or any "State," as those terms are 
defined in the Investment Company Act of 1940, as amended. The execution and 
delivery by the Borrower and its Subsidiaries of this Agreement and the other 
Financing Documents and their respective performance of the obligations provided 
for therein, will not result in a violation of the Investment Company Act of 
1940, as amended. 
 
                  SECTION 3.09. Public Utility Holding Company Act Status. 
Neither the Borrower nor any of its Subsidiaries is a "holding company" or a 
"subsidiary company" of a "holding company" or an "affiliate" of a "holding 
company" or of a "subsidiary company" of a "holding company"or a "public 
utility" within the meaning of the Public Utility Holding Company Act of 1935, 
as amended. 
 
                  SECTION 3.10. Taxes. Each of the Borrower and its Subsidiaries 
has (a) timely filed or caused to be filed all Tax returns and reports required 
to have been filed, and (b) paid or caused to be paid all Taxes levied upon it 
or any of its property or income which are due and payable, including interest 
and penalties, or has provided adequate reserves for the payment thereof if 
required in accordance with GAAP for the payment thereof, except such interest 
and penalties as are being contested in good faith by appropriate proceedings 
and for which the Borrower or such Subsidiary has set aside on its books 
adequate reserves for the payment thereof as required by GAAP. 
 
                  SECTION 3.11. ERISA. No ERISA Reportable Event has occurred or 
is reasonably expected to occur that, when taken together with all other such 
ERISA Reportable Events for which liability is reasonably expected to occur, 
could reasonably be expected to result in a Material Adverse Effect. Neither the 
Borrower, any of its Subsidiaries, nor any ERISA Affiliate sponsors, maintains 
or contributes to, or has at any time in the six-year period preceding the 
Closing Date sponsored, maintained or contributed to, any Plan or any 
Multiemployer Plan. 
 
                  SECTION 3.12. Disclosure. (a) The Borrower has disclosed to 
the Lenders all agreements, instruments and corporate or other restrictions to 
which it or any of its Subsidiaries is subject. 
 
                  (b) Neither the Information Memorandum nor any of the other 
statements, exhibits, documents, reports, financial statements, certificates or 
other information furnished by or on behalf of the Borrower to the 
Administrative Agent or any Lender in connection with the negotiation of this 
Agreement or any other Financing Document or delivered hereunder or in any other 
Transaction Document (as modified or supplemented by other information so 
furnished) contains any material misstatement of fact or 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 (other than omissions 
that pertain to matters of a general economic nature); provided, however, it is 
understood that, with respect to such Information Memorandum, statements, 
exhibits, documents, reports, financial statements, certificates or other 
information, any estimates or projections contained therein are based upon 
information that was currently available and believed to be correct and upon 
assumptions believed to be reasonable at the time and the Borrower does not 
warrant that such estimates and projections will ultimately prove to have been 
accurate. The representations and warranties made by the Borrower and the other 
El Paso Entities in each Transaction Document are true and correct in all 
material respects, and, to the best of the Borrower's knowledge, the 
representations and warranties made by the Transaction Parties (other than the 
Borrower and the other El Paso Entities) in each Transaction Document are true 
and correct in all material respects. There is no fact known to the Borrower 
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that has not been disclosed in writing to the Lenders that could be expected to 
have a Material Adverse Effect. 
 
                  SECTION 3.13. Business of the Borrower. (a) The sole business 
of the Borrower is the ownership, development, construction, financing and 
operation of the Project. 
 
                  (b) All insurance required by Section 5.05 is in full force 
and effect. 
 
                  (c) No event of force majeure under any Transaction Document 
has occurred and is occurring that could be expected to result in the 
termination of any Transaction Document or to have a Material Adverse Effect. 
Neither the business nor the property of the Borrower or any of its Subsidiaries 
has been affected in a manner that has had or could reasonably be expected to 
have a Material Adverse Effect as a result of any Taking. 
 
                  (d) All easements, leaseholds, other property interests, all 
utility and other services, means of transportation, facilities, other materials 
and other rights that are necessary for the acquisition, development, 
construction, installation and operation of the Project in accordance with all 
Governmental Requirements and the Transaction Documents (including, without 
limitation, gas, electrical, water and sewage services and facilities) have been 
procured pursuant to Transaction Documents or are otherwise commercially 
available to the Project and, to the extent appropriate, arrangements have been 
made on commercially reasonable terms for such easements, interests, services, 
means of transportation, facilities, materials and rights. 
 
                  (e) None of the proceeds from the Borrowings will be used, 
directly or indirectly, for the purpose of buying or carrying any "margin stock" 
within the meaning of Regulation U or X or any other regulation of the Board of 
Governors of the Federal Reserve System 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. 
 
                  SECTION 3.14. Subsidiaries. As of the Closing Date, the 
Borrower has no Subsidiaries. 
 
                  SECTION 3.15. Construction Contracts. None of the Construction 
Contractors has informed the Borrower of any, and to the best of the Borrower's 
knowledge there is no, inconsistency between the Drawings and Specifications and 
the actual construction of the Project which would constitute a Variation not 
permitted by Section 6.16. 
 
                                   ARTICLE IV 
 
                                   Conditions 
 
                  SECTION 4.01. Effective Date. The obligations of the Lenders 
to make the Initial Loan hereunder shall not become effective until the date on 
which each of the following conditions is satisfied (or waived in accordance 
with Section 9.02), in each case in a manner satisfactory to the Administrative 
Agent and the Lenders: 
 
                  (a) The Administrative Agent (or its counsel) shall have 
received from each party hereto either (i) a counterpart of this Agreement 
signed on behalf of such party or (ii) written evidence satisfactory 
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to the Administrative Agent (which may include telecopy transmission of a signed 
signature page of this Agreement) that such party has signed a counterpart of 
this Agreement. 
 
                  (b) The Administrative Agent shall have received a favorable 
written opinion (addressed to the Administrative Agent and the Lenders and dated 
the Effective Date) of (i) Akin, Gump, Strauss, Hauer & Feld, L.L.P., counsel 
for the Borrower, substantially in the form of Exhibit B-1, (ii) Gregory W. 
Jones, in-house counsel of the Sponsor, substantially in the form of Exhibit B-2 
and (iii) Phelps Dunbar, LLP, Louisiana counsel for the Borrower, substantially 
in the form of Exhibit B-3, each such opinion covering such matters relating to 
the Borrower, the Sponsor, the Parent, this Agreement or the Transactions as the 
Lenders shall reasonably request. The Borrower hereby requests each such counsel 
to deliver its applicable opinion to the Administrative Agent and the Lenders. 
 
                  (c) The Administrative Agent shall have received such 
documents, including a certified copy of the LLC Agreement, certificates of 
incumbency and other certificates as the Administrative Agent or its counsel may 
reasonably request relating to the organization, existence and good standing of 
the Borrower and each other El Paso Entity, the authorization of the 
Transactions, the Transaction Documents to which such Person is a party and any 
other legal matters relating to the Borrower, this Agreement or the 
Transactions, all in form and substance satisfactory to the Administrative Agent 
and its counsel. 
 
                  (d) The Administrative Agent shall have received a certificate 
in form satisfactory to the Administrative Agent, duly and properly executed by 
a Financial Officer and dated as of the Effective Date, identifying the use of 
all proceeds of the Initial Loan and each payee thereof (which certificate may 
be part of the initial Borrowing Request). 
 
                  (e) The Borrowing Request for the Initial Loan shall have been 
timely delivered to the Administrative Agent and duly executed by a Financial 
Officer of the Borrower. 
 
                  (f) The Administrative Agent shall have received the Security 
Documents, including financing statements, duly completed and executed in 
sufficient number of counterparts and in proper form for recording, if 
necessary. 
 
                  (g) The Administrative Agent shall have received counterpart 
originals of the following documents each in form and substance acceptable to 
the Lenders duly executed by each of the parties thereto: 
 
                           (i) the Financing Documents (other than the Security 
                  Documents); 
 
                           (ii) the Project Documents, certified as true and 
                  correct by an officer of the Borrower; 
 
                           (iii)  the Assignment and Assumption Agreement; 
 
                           (iv) copies of any amendment to the EPN Credit 
                  Agreement or the EPN Security Documents relating to the 
                  Transactions, certified as true and correct by an officer of 
                  the Sponsor. 
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                  (h) All costs, fees, expenses (including, without limitation, 
legal fees and expenses and recording taxes and fees) and other compensation 
contemplated by this Agreement payable to the Lenders and the Administrative 
Agent through the Effective Date shall have been paid. 
 
                  (i) The Administrative Agent and each Lender shall have 
received each of the following: 
 
                           (i) the Approved Construction Budget; 
 
                           (ii) a report of the Independent Engineer customary 
                  with respect to construction projects similar in nature and 
                  scope to the Project and in form and substance satisfactory to 
                  the Administrative Agent and the Lenders; 
 
                           (iii) a report of the Independent Insurance 
                  Consultant, which shall confirm that the Administrative Agent 
                  has received evidence of the insurance coverage for the 
                  Project showing compliance with Section 5.05, indicate that 
                  such insurance and reinsurance are effective and provide 
                  adequate coverage for the Project and cover such other matters 
                  as any Lender may have reasonably requested; 
 
                           (iv) a reserve report prepared by an independent 
                  engineer regarding the Prince Field Reserves in form and 
                  substance satisfactory to the Administrative Agent and the 
                  Lenders; and 
 
                           (v) a copy of the Base Case Model. 
 
                  (j) The Administrative Agent shall have received a 
certificate, dated the Effective Date and signed by a Financial Officer of the 
Borrower, confirming (i) compliance with the conditions set forth in Sections 
4.02(a), (b) and (c), (ii) receipt by the Borrower of the Base Equity 
Contribution Amount and (iii) the amount of the Construction Equity Contribution 
Amount to be contributed by the Parent on or before the advance of the Initial 
Loan and the receipt thereof. 
 
                  (k) The Administrative Agent shall have received all fees and 
other amounts due and payable on or prior to the Effective Date, including, to 
the extent invoiced, reimbursement or payment of all out-of-pocket expenses 
required to be reimbursed or paid by the Borrower hereunder. 
 
                  (l) The Administrative Agent shall have received satisfactory 
evidence that the Sponsor owns directly or indirectly 100% of the legal and 
beneficial equity interest of the Borrower. 
 
                  (m) The Lenders and the Independent Insurance Consultant shall 
have received certificates or other evidence of insurance coverage of the 
Borrower evidencing that the Borrower and its Subsidiaries are covered by 
insurance in accordance with terms and provisions hereof. 
 
                  (n) The Administrative Agent shall have received the 
appropriate UCC, Lien, tax and litigation searches reflecting no prior Liens and 
no litigation. 
 
                  (o) All property in which the Administrative Agent shall, at 
such time, be entitled to have a Lien pursuant to this Agreement or any other 
Financing Document shall have been physically delivered to the possession of the 
Administrative Agent or any bailee accepted by the Administrative Agent to the 
extent that such possession is necessary for the purpose of perfecting the 
Administrative Agent's Lien in such Collateral. 
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                  (p) The Administrative Agent shall have received satisfactory 
evidence regarding the scope and materiality of any environmental risks 
affecting the Project. 
 
                  (q) The Administrative Agent and each Lender shall have 
received such other documents or conditions precedent which either the 
Administrative Agent or any Lender may reasonably have requested or required. 
 
The Administrative Agent shall notify the Borrower and the Lenders of the 
Effective Date, and such notice shall be conclusive and binding. Notwithstanding 
the foregoing, the obligations of the Lenders to make Loans hereunder shall not 
become effective unless each of the foregoing conditions is satisfied (or waived 
pursuant to Section 9.02) at or prior to 5:00 p.m., New York City time, November 
23, 2000 (and, in the event such conditions are not so satisfied or waived, the 
Construction Loan Commitments shall terminate at such time). 
 
                  SECTION 4.02. Each Credit Event. At the time of the making by 
each Lender of each Loan on the occasion of any Borrowing, including the Initial 
Loan, (before as well as after giving effect to such Loan and to the proposed 
use of the proceeds thereof): 
 
                  (a) The representations and warranties of the Borrower and 
each other El Paso Entity set forth in this Agreement and the other Financing 
Documents shall be true and correct in all material respects on and as of the 
date of such Borrowing (unless such representations and warranties are stated to 
relate to a specific earlier date, in which case such representations and 
warranties shall be true and correct as of such earlier date). 
 
                  (b) No Default shall have occurred and be continuing. 
 
                  (c) The Administrative Agent shall have received the 
following: 
 
                           (i) the appropriate Borrowing Request; 
 
                           (ii) a certificate of the Borrower certifying that 
                  the Project Costs to be paid or to be incurred through the 
                  Conversion Date do not and are not expected to exceed the sum 
                  of the amounts available under the Construction Loans and the 
                  Base, Construction and Contingent Equity Contribution Amounts; 
 
                           (iii) a certificate from the Independent Engineer, in 
                  the Form attached hereto as Exhibit C, approving the amounts 
                  set forth in the certificate of the Borrower described in 
                  clause (ii) above and confirming that the Project is likely to 
                  achieve Final Completion by the Date Certain; 
 
                           (iv) a certificate of the Borrower setting forth the 
                  amount of the Construction Equity Contribution Amount to be 
                  contributed by the Parent on or before the date of such 
                  Borrowing and confirming receipt thereof; 
 
                           (v) a copy of each Material Permit required to have 
                  been obtained by the date of such Borrowing and which has not 
                  previously been delivered to the Administrative Agent; and 
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                           (vi) such other documents as the Administrative 
                  Agent, or any Lender through the Administrative Agent, or 
                  counsel to the Administrative Agent, may reasonably request, 
                  all in form and substance reasonably satisfactory to the 
                  Administrative Agent. 
 
Each Borrowing Request submitted by the Borrower, and the acceptance by the 
Borrower of the proceeds of such Borrowing shall be deemed to constitute a 
representation and warranty by the Borrower as of the date of the Loans 
comprising such Borrowing that the conditions specified in Subsections 4.02(a) 
and (b) have been satisfied. 
 
                  SECTION 4.03. Conversion. The occurrence of the Conversion and 
the obligation of the Lenders to Convert the Construction Loans outstanding on 
the Conversion Date into Term Loans shall be subject to the following: 
 
                  (a) The representations and warranties of the Borrower and 
each other El Paso Entity set forth in this Agreement and the other Financing 
Documents shall be true and correct in all material respects on and as of the 
Conversion Date (unless such representations and warranties are stated to relate 
to a specific earlier date, in which case such representations and warranties 
shall be true and correct as of such earlier date). 
 
                  (b) At the time of and immediately after giving effect to the 
Conversion no Default shall have occurred and be continuing. 
 
                  (c) Final Completion shall have been achieved. 
 
                  (d) The validity and priority of the Liens granted in favor of 
the Lenders pursuant to the Security Documents or the EPN Security Documents are 
not adversely affected and continue as of such date. 
 
                  (e) The insurance required by Section 5.05, including business 
interruption coverage, has been obtained and all premiums have been paid, as 
verified by the Independent Insurance Consultant. 
 
                  (f) The requisite funding of the Construction Equity 
Contribution Amount and, as necessary, the Contingent Equity Contribution Amount 
has taken place pursuant to the terms of the LLC Agreement as evidenced by a 
certificate of the Borrower and the Parent confirming such contributions. 
 
                  (g) The Operating Budget has been approved by the 
Administrative Agent following a satisfactory review by the Independent 
Engineer. 
 
                  (h) All Material Permits are in full force and effect, and 
copies thereof have been delivered to the Administrative Agent. 
 
                  (i) All Material Project Documents are in full force and 
effect and no default exists thereunder. 
 
                  (j) The Administrative Agent shall have received a 
certificate, dated the Effective Date and signed by a Financial Officer of the 
Borrower, confirming compliance with the conditions set forth above in this 
Section 4.03. 
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The Conversion of the Construction Loans to Term Loans shall be deemed to 
constitute a representation and warranty by the Borrower on the date thereof as 
to the matters specified in paragraphs (a) through (j) of this Section. 
 
                                    ARTICLE V 
 
                              Affirmative Covenants 
 
                  Until the Construction Loan Commitments have expired or been 
terminated and the principal of and interest on each Loan and all fees payable 
hereunder shall have been paid in full, the Borrower covenants and agrees with 
the Lenders that: 
 
                  SECTION 5.01. Financial Statements and Other Information. (a) 
The Borrower will furnish to the Administrative Agent and each Lender: 
 
                           (i) as soon as available and in any event within 120 
                  days after the end of each fiscal year of the Borrower, an 
                  audited consolidated balance sheet of the Borrower and its 
                  Subsidiaries as at the end of such year and the related 
                  consolidated statements of operations, members' equity and 
                  cash flows of the Borrower and its Subsidiaries for such year, 
                  setting forth in each case in comparative form the figures for 
                  the previous fiscal year, all in reasonable detail and 
                  accompanied by a report thereon of PricewaterhouseCoopers or 
                  other independent public accountants of recognized national 
                  standing (without a "going concern" or like qualification or 
                  exception and without any qualification or exception as to the 
                  scope of such audit) to the effect that such consolidated 
                  financial statements present fairly, in all material respects, 
                  the financial condition of the Borrower and its Subsidiaries 
                  as at the end of such fiscal year, and the results of 
                  operations and cash flows for such fiscal year in accordance 
                  with GAAP; 
 
                           (ii) as soon as possible and in any event within 60 
                  days after the end of each of the first three fiscal quarters 
                  of each fiscal year of the Borrower, an unaudited consolidated 
                  balance sheet of the Borrower and its Subsidiaries as at the 
                  end of such quarter and the related statements of operations, 
                  members' equity and cash flows for such fiscal quarter and the 
                  then elapsed portion of the fiscal year, setting forth in each 
                  case in comparative form the figures for the corresponding 
                  period or periods of (or, in the case of the balance sheet, as 
                  of the end of) the previous fiscal year, all in reasonable 
                  detail and certified by a Financial Officer of the Borrower 
                  that such financial statements fairly present, in all material 
                  respects the financial condition of the Borrower and its 
                  Subsidiaries as at the end of such fiscal quarter, and the 
                  results of operations for such fiscal quarter and the then 
                  elapsed portion of the fiscal year of the Borrower, and cash 
                  flows for such fiscal year-to-date, of the Borrower and its 
                  Subsidiaries in accordance with GAAP, subject to normal, 
                  year-end audit adjustments and the absence of footnotes; 
 
                           (iii) concurrently with any delivery of financial 
                  statements under clause (i) or (ii) above, a certificate of a 
                  Financial Officer of the Borrower (A) certifying as to whether 
                  a Default has occurred and, if a Default has occurred, 
                  specifying the details thereof and any action taken or 
                  proposed to be taken with respect thereto, and (B) stating 
                  whether any 
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                  change in GAAP or in the application thereof has occurred 
                  since the Closing Date and, if any such change has occurred, 
                  specifying the effect of such change on the financial 
                  statements accompanying such certificate; 
 
                           (iv) concurrently with any delivery of financial 
                  statements under clause (i) above, a certificate of the 
                  accounting firm that reported on such financial statements 
                  stating whether they obtained knowledge during the course of 
                  their examination of such financial statements of any Default 
                  (which certificate may be limited to the extent required by 
                  accounting rules or guidelines); 
 
                           (v) as soon as possible and in any event within five 
                  days after the occurrence of any Default, a certificate of a 
                  Financial Officer setting forth details of such Default and 
                  the action which the Borrower proposes to take with respect 
                  thereto; 
 
                           (vi) as soon as available and in any event within 30 
                  days after the end of each month, commencing with the end of 
                  the first month following the Effective Date, a construction 
                  progress report regarding the status of the construction of 
                  the Project, with a copy thereof delivered to the Independent 
                  Engineer; 
 
                           (vii) as soon as available and in any event at least 
                  60 days prior to the beginning of each fiscal year of the 
                  Borrower, (A) an Operating Budget setting forth the 
                  Consolidated Debt Service, proposed Restricted Payments, 
                  projected Operating Costs (including reasonable allowances for 
                  contingencies), Consolidated Mandatory Capital Expenditures 
                  and other permitted Capital Expenditures for the succeeding 
                  fiscal year, in each case, subject to the prior written 
                  consent of the Required Lenders (which consent shall not be 
                  unreasonably withheld) before adoption by the Borrower, 
                  provided that if an Operating Budget is not adopted and 
                  approved prior to the first day of any calendar year, the 
                  Borrower shall adhere to the Operating Costs portion of the 
                  Operating Budget of the preceding calendar year (adjusted by 
                  the preceding year's annual increase in the Gross Domestic 
                  Product Implicit Price Deflator for the prior calendar year) 
                  until such time as an Operating Budget is adopted and 
                  approved, and (B) updated annual pro forma projections of the 
                  Borrower for the period ending on the Final Maturity Date, in 
                  each case in a form reasonably acceptable to the Required 
                  Lenders, which shall set forth for each such year the 
                  Borrower's statement of earnings and Consolidated Debt Service 
                  Coverage Ratio, and shall note any changes in the assumptions 
                  used in preparation of previous projections delivered 
                  under this Agreement; 
 
                           (viii) all material written communications relating 
                  to any claims or proceedings with respect to any Governmental 
                  Approval or amending, modifying or affecting any Governmental 
                  Approval then required to be in effect; 
 
                           (ix) written notice of the occurrence of any event 
                  giving rise to a claim under any insurance policy in an amount 
                  greater than $100,000 together with copies of any document 
                  relating thereto, including copies of any such claim, in the 
                  possession or control of the Borrower or any agent of the 
                  Borrower; 
 
                           (x) written notice of any Variation Order, which 
                  changes the scope of the Work resulting in an increase or 
                  decrease of Project Costs by an amount equal to or greater 
                  than 
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                  $500,000 individually, or in the aggregate, $2,000,000, 
                  whether or not approval is required for such Variation Order 
                  pursuant to Section 6.16; 
 
                           (xi) promptly after preparation thereof, any and all 
                  revisions to the Contract Schedules; 
 
                           (xii) promptly after the Borrower's monthly meeting 
                  with the Independent Engineer, if identified by the 
                  Independent Engineer to be distributed to the Lenders, copies 
                  of any and all notices, reports, demands, certificates or 
                  other documents given or received under any Transaction 
                  Document; 
 
                           (xiii) all material Additional Contracts; and 
 
                           (xiv) 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, as the 
                  Administrative Agent or any Lender may reasonably request. 
 
                  (b) The Borrower will provide the Independent Engineer access 
to the Project, to the Borrower's records concerning the Project and to any 
other information that the Administrative Agent may reasonably request in order 
for the Independent Engineer to timely and accurately furnish to the 
Administrative Agent in sufficient copies for each Lender, the following: 
 
                           (i) the reports of the Independent Engineer required 
                  pursuant to Sections 4.01(i)(ii) and 4.02(c)(iii); 
 
                           (ii) from the Effective Date until the Conversion 
                  Date, a quarterly report analyzing the effect of any variance 
                  of the Project from the initial Drawings and Specifications 
                  and the impact of any proposed or actual Variation Order or 
                  Change Order on the Project and addressing such other matters 
                  related thereto as the Administrative Agent may request; and 
 
                           (iii) following the Conversion Date, an annual report 
                  as to such matters relating to the Project as the Required 
                  Lenders may reasonably request and such other reports as the 
                  Required Lenders shall from time to time reasonably request in 
                  light of the circumstances then prevailing. 
 
                  SECTION 5.02. Notices of Material Events. The Borrower will 
furnish to the Administrative Agent and each Lender prompt written notice of the 
following: 
 
                  (a) the occurrence of any Default; 
 
                  (b) the filing or commencement of any action, suit or 
proceeding by or before any arbitrator or Governmental Authority against or 
affecting the Borrower or any Affiliate thereof that, if adversely determined, 
could reasonably be expected to result in a Material Adverse Effect; 
 
                  (c) the occurrence of any ERISA Reportable Event that, alone 
or together with any other ERISA Reportable Events that have occurred, could 
reasonably be expected to result in a Material Adverse Effect; and 
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                  (d) any other development that results in, or could reasonably 
be expected to result in, a Material Adverse Effect. 
 
Each notice delivered under this Section shall be accompanied by a statement of 
a Financial Officer of the Borrower setting forth the details of the event or 
development requiring such notice and any action taken or proposed to be taken 
with respect thereto. 
 
                  SECTION 5.03. Existence; Conduct of Business. The Borrower 
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; provided that the foregoing shall not prohibit 
any merger, consolidation, liquidation or dissolution permitted under Section 
6.03. 
 
                  SECTION 5.04. Payment of Obligations. The Borrower will, and 
will cause each of its Subsidiaries to, pay its obligations, including (a) all 
material Tax liabilities imposed upon it or upon its property, and (b) all 
material claims (including, but not limited to, claims for labor, materials, 
supplies or services) which might, if not paid, become a Lien upon its property, 
unless, in each case, the validity or amount thereof is being contested in good 
faith by appropriate proceedings and the Borrower or such Subsidiary has set 
aside on its books adequate reserves with respect thereto in accordance with 
GAAP. 
 
                  SECTION 5.05. Maintenance of Properties; Insurance. (a) The 
Borrower will acquire, maintain and preserve, develop, operate and construct in 
substantial conformity with all Transaction Documents, prudent engineering and 
operating practices consistent with like facilities and in material conformity 
with all Governmental Requirements, all elements of the Project which are used 
or necessary in the conduct of its business in good working order and condition 
(including without limitation, inventories, spare parts and system 
redundancies), ordinary wear and tear excepted. 
 
                  (b) The Borrower will, and will cause each of its Subsidiaries 
to, maintain, or cause to be maintained, insurance covering the Borrower, the 
Subsidiaries and their properties (including the Project) in effect at all times 
in such amounts and covering such risks as is usually carried by companies 
engaged in similar business and covering such risks as is usually carried by 
companies engaged in similar businesses and owning similar properties in the 
same general area in which the Borrower operates and as is reasonably requested 
by the Required Lenders and the Independent Insurance Consultant, such insurance 
coverage to include limits and coverage provisions sufficient to satisfy the 
requirements set forth in the Transaction Documents, but in no event less than 
the limits and coverages described in Schedule 5.05(b) hereto. In addition: 
 
                           (i) Each policy for liability insurance shall provide 
                  for all losses to be paid directly to the Person who shall 
                  have incurred the damage or injury covered by such policy. If 
                  any policy for liability insurance described in Schedule 
                  5.05(b) is permitted to be written on a "claims made" basis, 
                  such insurance policy shall have a retroactive date (as such 
                  term is specified in such policy) no earlier than the Closing 
                  Date. Each time any policy written on a "claims made" basis is 
                  not renewed or the retroactive date of such policy is to be 
                  changed, the Borrower shall obtain, or cause to be obtained, 
                  for each such policy or policies the broadest basic and 
                  supplemental extended reporting period coverage, or "tail", 
                  reasonably 
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                  available in the commercial instance market for each such 
                  policy or policies, as determined in the sole reasonable 
                  judgment of the Required Lenders and the Independent Insurance 
                  Consultant, but in no event less than five years after the 
                  expiration of such policy or policies. 
 
                           (ii) Each policy for property damage insurance shall 
                  provide for all amounts payable by the insurer with respect to 
                  any property damage (except for property damage or losses of 
                  less than $1,000,000 per occurrence, so long as the 
                  Administrative Agent has not notified the payor under any such 
                  insurance policy that a Default or an Event of Default has 
                  occurred and is continuing) to be paid directly to the 
                  Administrative Agent on behalf of the Lenders. 
 
                           (iii) Each such policy shall (except as specifically 
                  set forth below), in addition, (A) be maintained with 
                  financially sound and responsible insurance carriers 
                  authorized to do business in the States of Texas and Louisiana 
                  Best rated A-, X or better by A.M. Best or Lloyds, or Lloyds 
                  London Companies or such other carriers of recognized standing 
                  deemed acceptable by the Required Lenders (or, if such ratings 
                  shall cease to be published generally for the insurance 
                  industry, meeting comparable financial requirements as may be 
                  established by the Required Lenders for the purpose of 
                  assuring that such insurer is financially capable of 
                  performing its obligations under such policy), (B) with 
                  respect to each policy for liability insurance only, name the 
                  Borrower as a named insured and the Administrative Agent as an 
                  additional insured thereunder (without any representation or 
                  warranty by or obligation upon the Administrative Agent or any 
                  of the Secured Parties), (C) with respect to each policy for 
                  property insurance only, contain the agreement by the insurer 
                  that any loss thereunder that would otherwise be payable to 
                  the Administrative Agent will be so payable notwithstanding 
                  any action, inaction or breach of representation or warranty 
                  by the Borrower or any foreclosure of the Project or any 
                  change in ownership of all or any portion of the Project, (D) 
                  with respect to each policy for liability insurance only, 
                  contain a severability of interests or cross liability clause, 
                  (E) provide that there shall be no recourse against the 
                  Administrative Agent or any of the Secured Parties for payment 
                  of premiums or other amounts with respect thereto, (F) provide 
                  that, as against the Borrower, the Administrative Agent and 
                  the Secured Parties, there shall be no rights of subrogation, 
                  set-off, counterclaim or any other deduction, (G) with respect 
                  to each policy for liability insurance only, provide that such 
                  insurance shall be primary, without right of contribution from 
                  any other insurance which may be carried by the Administrative 
                  Agent or any other Secured Party, (H) with respect to each 
                  policy for property insurance only, provide that the Borrower 
                  shall in no event be deemed to be a co-insurer in respect of 
                  any covered claim or loss thereunder, (I) provide that at 
                  least 30 days' prior written notice of reduction, cancellation 
                  or lapse and at least 10 days' prior written notice of 
                  non-payment of premium shall be given to the Administrative 
                  Agent by the insurer and (J) provide that the Administrative 
                  Agent may (but shall not be obligated to) cure any lapse or 
                  breach by the Borrower during such 30 day period (or 10 day 
                  period, in the case of non-payment). 
 
                           (iv) The Borrower shall deliver to the Administrative 
                  Agent cover notes; certificates of insurance, or equivalent 
                  documentation satisfactory to the Administrative Agent in 
                  sufficient copies for each Lender. In addition, annually on 
                  each policy anniversary or more frequently as may be 
                  reasonably requested by the Administrative Agent, the Borrower 
                  shall furnish the Agent with approved certification of all 
                  required insurance. Such certification 
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                  shall be executed by each insurer or by an authorized 
                  representative of each insurer where it is not practical for 
                  such insurer to execute the certificate itself. Such 
                  certification shall identify underwriters, the type of 
                  insurance, the insurance limits and the policy term and shall 
                  specifically list the special provisions enumerated for such 
                  insurance required by this Section 5.05(b) and Schedule 
                  5.05(b) hereto. Certification of transit insurance on property 
                  shipped to or from the Project shall be provided by the 
                  Borrower at least 30 days prior to the first shipment of such 
                  property. 
 
                           (v) In case of any loss exceeding the amount referred 
                  to in paragraph (ii) above, involving damage to or loss of 
                  property of the Borrower or any Subsidiary when paragraph (vi) 
                  of this subsection (b) is not applicable, the Borrower will, 
                  or will cause each of its Subsidiaries to, make or cause to be 
                  made the necessary repairs to or replacements of such 
                  property, and any proceeds of insurance held by the 
                  Administrative Agent in respect of such loss shall be paid to 
                  the Borrower or such Subsidiary at or prior to the time the 
                  Borrower or such Subsidiary pays for the costs of such repairs 
                  or replacements. 
 
                           (vi) If (A) a Default or an Event of Default shall 
                  have occurred and be continuing, (B) there shall have occurred 
                  an actual or constructive total loss (as determined by the 
                  relevant insurer(s)) of all of the Project or (C) there shall 
                  have occurred any other loss in excess of $1,000,000 per 
                  occurrence of any property of the Borrower or any Subsidiary, 
                  all insurance payments in respect of such property shall be 
                  paid to the Administrative Agent and deposited in a subaccount 
                  of the Project Control Account with the Account Bank (the 
                  "Recovery Account") and applied by the Administrative Agent as 
                  specified in Section 2.10 or in this Section 5.05(b); provided 
                  that notwithstanding the foregoing, so long as clauses (A) and 
                  (B) hereof shall not apply, the Borrower shall be entitled to 
                  receive from the Recovery Account insurance proceeds in 
                  respect of any loss or series of related losses less than 
                  $1,000,000 in the aggregate described in clause (C) hereof as 
                  reimbursement for, or payment of, the costs of repair and 
                  replacement of such property if, and only if, prior to 
                  application by the Administrative Agent of such insurance 
                  proceeds, the Borrower shall have provided the following to 
                  the Required Lenders (in consultation with the Independent 
                  Engineer) for their prior written approval (which approval 
                  shall be in their sole but reasonable discretion) (I) 
                  contracts for such repair or replacement demonstrating the 
                  Borrower's ability to effect such repair or replacement at a 
                  cost not greater than such insurance proceeds (or, if such 
                  cost is greater, accompanied by an explanation of the source 
                  of funds for such excess amounts satisfactory to the Required 
                  Lenders), (II) cash-flow projections and other assurances 
                  satisfactory to the Required Lenders providing for the 
                  Borrower's ability to meet its obligations under the Financing 
                  Documents during the period from such loss until and following 
                  completion of such repair or replacement and (III) assurances 
                  that all Project Documents and Governmental Approvals shall 
                  remain in full force and effect during such period and 
                  thereafter to the satisfaction of the Required Banks and that 
                  the Borrower and the Project are in compliance with all 
                  Governmental Requirements. 
 
                           (vii) Concurrently with the furnishing of the 
                  certification referred to in Section (iv) above and within 15 
                  days following the renewal of any insurance policy, the 
                  Borrower shall furnish the Administrative Agent with a report 
                  of an independent broker, signed by an officer of the broker, 
                  stating that all premiums then due have been paid and that, in 
                  the opinion of such broker, the insurance then carried or to 
                  be renewed is in accordance with the terms of this Section 
                  5.05(b) and Schedule 5.05(b) hereto. 
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                           (viii) No provision of this Section 5.05(b) and 
                  Schedule 5.05(b) hereto or any provision of this Agreement or 
                  any Transaction Document shall impose on the Administrative 
                  Agent any duty or obligation to verify the existence or 
                  adequacy of the insurance coverage maintained by the Borrower 
                  or any Subsidiary, nor shall the Administrative Agent be 
                  responsible for any representations or warranties made by or 
                  on behalf of the Borrower or such Subsidiary to any insurance 
                  company or underwriter. 
 
                           (ix) The Borrower upon the reasonable request of the 
                  Administrative Agent and the Independent Insurance Consultant 
                  will, and shall cause each of its Subsidiaries to, amend the 
                  amount and scope of coverage of any of the insurance policies 
                  described in Schedule 5.05(b) hereto to cover such risks 
                  which, in the reasonable judgment of the Administrative Agent 
                  and the Independent Insurance Consultant, would render such 
                  coverage materially inadequate. 
 
                  SECTION 5.06. Books and Records; Inspection Rights. (a) The 
Borrower will, and shall cause each of its Subsidiaries to, keep proper books of 
record and account, in which full, true and correct entries are made of all 
dealings and transactions in relation to its business and activities and assets, 
and all costs and expenses in connection with the Project, in accordance with 
GAAP. 
 
                  (b) The Borrower will, and will cause each of its Subsidiaries 
to, at any time and from time to time upon reasonable notice, but subject 
nevertheless to the provisions of Section 9.12, permit the Administrative Agent, 
each of the Lenders, the Independent Engineer and their respective agents and 
representatives to examine and make copies of and abstracts from the records and 
books of account of, and the properties of, the Borrower and its Subsidiaries 
and to discuss the affairs, finances and accounts of the Borrower and its 
Subsidiaries and of the Project with the Borrower and its Subsidiaries and their 
officers, accountants and engineers. The foregoing shall include, but not be 
limited to, providing such access and information to the Independent Engineer as 
may be required to enable the Independent Engineer to deliver its reports 
required under Sections 4.02, 4.03 and 5.01. 
 
                  SECTION 5.07. Compliance with Laws. The Borrower will, and 
will cause each of its Subsidiaries to, (a) comply with all laws, rules, 
regulations and orders of any Governmental Authority applicable to it or its 
property or the development, construction, maintenance, ownership, operation or 
use of the Project, and will cause all persons using or occupying the Project, 
except where the failure to do so, individually or in the aggregate, could not 
reasonably be expected to result in a Material Adverse Effect and (b) obtain and 
maintain all Material Permits. The Borrower will, and will cause each of its 
Subsidiaries to, immediately pay or cause to be paid when due all costs and 
expenses incurred in such compliance, except to the extent that such compliance 
is contested in good faith by the Borrower or such Subsidiary under 
circumstances where none of the Collateral or the continued operation thereof, 
or the Liens of the Administrative Agent thereon, will be endangered nor all or 
any portion of the Project will be subject to loss or forfeiture. 
 
                  SECTION 5.08. Use of Proceeds. The proceeds of the Loans will 
be used only for such purposes set forth in Article II. No part of the proceeds 
of any Loan will be used, whether directly or indirectly, for any purpose that 
entails a violation of any of the Regulations of the Board of Governors of the 
Federal Reserve System, including Regulations U and X. 
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                  SECTION 5.09. Completion. The Borrower will construct, and 
endeavor to achieve Final Completion of, the Project with all due diligence, in 
all material respects in accordance with prudent engineering and operating 
practices consistent with the type of facilities comprising the Project, the 
Drawings and Specifications, the Contract Schedules, the Processing Agreement, 
this Agreement, the Approved Construction Budget and the Base Case Model. 
 
                  SECTION 5.10. Environmental Matters. The Borrower will 
establish and implement, and will cause each of its Subsidiaries to establish 
and implement, such procedures as may be necessary to continuously determine and 
assure that any failure of the following does not have a Material Adverse 
Effect: (i) all property of the Borrower and its Subsidiaries, including the 
Project, and the operations conducted thereon are in compliance with and do not 
violate the requirements of any Environmental Laws, (ii) no oil or solid wastes 
are disposed of or otherwise released on or to any property owned by the 
Borrower or its Subsidiaries except in compliance with Environmental Laws, (iii) 
no hazardous substance will be released on or to any such property in a quantity 
equal to or exceeding that quantity which requires reporting pursuant to Section 
103 of CERCLA, and (iv) no oil or hazardous substance is released on or to any 
such property so as to pose an imminent and substantial endangerment to public 
health or welfare or the environment. 
 
                  SECTION 5.11. Maintain Title to Collateral. Subject to Section 
6.03, the Borrower will, and will cause each of its Subsidiaries to, maintain 
good and valid rights and title to the Collateral purported to be covered by the 
Security Documents to which the Borrower or any of its Subsidiaries is a party. 
 
                  SECTION 5.12. Further Assurance. Each of the Borrower and its 
Subsidiaries will (a) promptly execute and deliver all further instruments and 
documents, and take all further action, that may be necessary or that the Agent 
may reasonably request in order to fully give effect to the interests and 
properties purported to be covered by the Security Documents, including, without 
limitation, executing and delivering a preferred ship mortgage in the event that 
the Platform is or becomes documented pursuant to Chapter 121 of Title 46 of the 
United States Code, and (b) promptly correct, or cause to be corrected, any 
defect or error that may be discovered in any Financing Document or in the 
execution, acknowledgment or recordation thereof and execute, acknowledge and 
deliver, and record and re-record, file and re-file and register and re- 
register, any and all such further acts, deeds, conveyances, mortgages, deeds of 
trust, trust deeds, assignments, estoppel certificates, financing statements and 
continuations thereof, notices of assignment, transfers, certificates, 
assurances and other instruments as the Agent may reasonably require from time 
to time in order (i) to carry out more effectively the purposes of this 
Agreement or any other Financing Document and (ii) to better assure, convey, 
grant, assign, transfer, preserve, protect and confirm unto the Secured Parties 
and the Administrative Agent the rights granted or now or hereafter intended to 
be granted to the Secured Parties or the Administrative Agent under any 
Financing Document or under any other instrument executed in connection with any 
Financing Document or that the Borrower or any Subsidiary may be or become bound 
to convey, mortgage or assign to the Secured Parties or the Administrative Agent 
in order to carry out the intention or facilitate the performance of the 
provisions of any Financing Document. The Borrower will, and will cause each of 
its Subsidiaries to, furnish to the Administrative Agent evidence satisfactory 
to it of every such recording, filing or registration. 
 
                  SECTION 5.13. Performance of Transaction Documents. Each of 
the Borrower and its Subsidiaries shall perform and observe all terms and 
provisions of each Transaction Document to which it is a party, maintain such 
Transaction Documents in full force and effect in accordance with their terms, 
enforce such Transaction Documents in full force and effect in accordance with 
their terms, enforce such Transaction Documents in accordance with their 
respective terms and take all such action concerning enforcement as the 
 



   60 
 
 
                                                                              55 
 
Administrative Agent or any Secured Party may from time to time reasonably 
request, and if an obligor under any Transaction Document (other than the 
Borrower, a Subsidiary or a Secured Party) asserts in writing its belief that 
such Transaction Document is not valid or binding upon such obligor, allow the 
Administrative Agent or any Secured Party the right to participate in any 
proceeding relating thereto. 
 
                  SECTION 5.14. Lien Releases. Prior to the delivery of the 
Delivery Protocol (as defined in the Installation Agreement), each of the 
Borrower and its Subsidiaries shall deliver to the Administrative Agent final 
releases of mechanics and materialmen's liens from, and certified by, each 
Construction Contractor and from all other mechanics and materialmen in privity 
with the Borrower or any Subsidiary in respect of the "punch list" items 
referred to in the definition of Final Completion. 
 
                  SECTION 5.15. MMS Operator Approval. Prior to the 90th day 
after the Closing Date, the Borrower shall have obtained all approvals from the 
U.S. Department of the Interior Mineral Management Service that are required to 
permit the Borrower to act as operator with respect to the Prince Field Reserves 
and as the Operator (as defined in the Processing Agreement). 
 
                                   ARTICLE VI 
 
                               Negative Covenants 
 
                  Until the Construction Loan Commitments have expired or 
terminated and the principal of and interest on each Loan and all fees payable 
hereunder have been paid in full, the Borrower covenants and agrees with the 
Lenders that: 
 
                  SECTION 6.01. Indebtedness. The Borrower will not, and will 
not permit any Subsidiaries to, create, incur, assume or permit to exist any 
Indebtedness, except: 
 
                  (a) Indebtedness created hereunder; 
 
                  (b) Indebtedness of the Borrower to any Subsidiary and or any 
Subsidiary to the Borrower or any other Subsidiary; 
 
                  (c) Subordinated Indebtedness; 
 
                  (d) Indebtedness existing in connection with Interest Rate 
Agreements, provided that such Interest Rate Agreements are entered into by the 
Borrower or its Subsidiaries in the ordinary course of business and for the 
purpose of hedging against fluctuations in interest rates; and 
 
                  (e) other unsecured Indebtedness in an aggregate principal 
amount not exceeding $5,000,000 at any time outstanding. 
 
                  SECTION 6.02. Liens. The Borrower will not, and will not 
permit any Subsidiary to, create, incur, assume or permit to exist any Lien on 
any property or asset now owned or hereafter acquired by it, or assign or sell 
any income or revenues (including accounts receivable) or rights in respect of 
any thereof, except: 
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                  (a) Permitted Encumbrances; and 
 
                  (b) Liens securing the Obligations. 
 
                  SECTION 6.03. Fundamental Changes. (a) The Borrower will not, 
and will not permit any Subsidiary to, merge into or consolidate with any other 
Person, or permit any other Person to merge into or consolidate with it, or 
sell, transfer, lease or otherwise dispose of (in one transaction or in a series 
of transactions) all or any substantial part of its assets, or all or 
substantially all of the stock of any of its Subsidiaries (in each case, whether 
now owned or hereafter acquired), or liquidate or dissolve, except that, if at 
the time thereof and immediately after giving effect thereto no Default shall 
have occurred and be continuing (i) any Subsidiary may merge into the Borrower 
in a transaction in which the Borrower is the surviving corporation, (ii) any 
Subsidiary may merge into any Subsidiary in a transaction in which the surviving 
entity is a Subsidiary, (iii) any Subsidiary may sell, transfer, lease or 
otherwise dispose of its assets to the Borrower or to another Subsidiary and 
(iv) any Subsidiary may liquidate or dissolve if the Borrower determines in good 
faith that such liquidation or dissolution is in the best interests of the 
Borrower and the Lenders determine that such liquidation or dissolution is not 
materially disadvantageous to the Lenders; provided that any such merger 
involving a Person that is not a wholly owned Subsidiary immediately prior to 
such merger shall not be permitted unless also permitted by Section 6.04. 
 
                  (b) The Borrower will not, and will not permit any of its 
Subsidiaries to, engage in any business other than the development, 
construction, financing and operation of the Project and businesses reasonably 
related thereto. 
 
                  (c) The Borrower will not, and will not permit any of its 
Subsidiaries to, sell, lease, transfer or otherwise dispose of all or any 
substantial part of its assets, including without limitation, any portion of the 
Project, except (i) sales pursuant to Transaction Documents, (ii) sales in the 
ordinary course of business up to an aggregate of $100,000 per year if the same 
have been replaced to the extent necessary for the continued operation of the 
Project, (iii) sales of assets that are unnecessary, as reasonably determined by 
the Independent Engineer, to the completion of the Project, and (iv) the 
granting of rights of way and easements necessary in connection with the 
operation of the Project. 
 
                  (d) The Borrower will not, and will not permit any of its 
Subsidiaries to, discount or sell (with or without recourse) any of its notes 
receivable or accounts receivable. 
 
                  SECTION 6.04. Investments, Loans, Advances, Guarantees and 
Acquisitions. The Borrower will not, and will not permit any of its Subsidiaries 
to, purchase, hold or acquire (including pursuant to any merger with any Person 
that was not a wholly owned Subsidiary) any capital stock, evidences of 
indebtedness or other securities (including any option, warrant or other right 
to acquire any of the foregoing) of, make or permit to exist any loans or 
advances to, Guarantee any obligations of, or make or permit to exist any 
investment or any other interest in, any other Person, or purchase or otherwise 
acquire (in one transaction or a series of transactions) any assets of any other 
Person constituting a business unit, except Permitted Investments. 
 
                  SECTION 6.05. Hedging Agreements. The Borrower will not, and 
will not permit any of its Subsidiaries to, enter into any Hedging Agreement, 
other than Hedging Agreements entered into in the ordinary course of business to 
hedge or mitigate risks to which the Borrower or any Subsidiary is exposed in 
the conduct of its business or the management of its liabilities. 
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                  SECTION 6.06. Restricted Payments. The Borrower will not, and 
will not permit any of its Subsidiaries to, declare or make, or agree to pay or 
make, directly or indirectly, any Restricted Payment, except on the Conversion 
Date and on any Quarterly Date following the Conversion Date from, and to the 
extent of, Available Cash Flow and subject to the following conditions on the 
date of such Restricted Payment, both before and after giving effect to such 
Restricted Payment, (i) no Default has occurred and shall be continuing, (ii) 
the Consolidated Debt Service Coverage Ratio for the most recently ended Rolling 
Period is equal to or greater than 1.30:1.00, (iii) the Consolidated Projected 
Debt Service Ratio is equal to or greater than 1.30:1.00, and (iv) the amounts 
on deposit in the Debt Service Reserve Account equal or exceed the Debt Service 
Reserve Amount; provided, however, that in the event that a claim pursuant to 
Section 2(a) of the Sponsor Agreement is made by the Administrative Agent 
against the Sponsor and such claim remains unremedied after a period of 10 days 
following the delivery of written notice of such claim from the Administrative 
Agent to the Sponsor or such claim is satisfied by a payment of cash or cash 
equivalents from the Sponsor to the Administrative Agent, the Borrower shall not 
make any Restricted Payments until the Construction Loan Commitments have 
expired or been terminated and the principal of and interest on each Loan and 
all fees payable hereunder or under the other Financing Documents shall have 
been paid in full; provided, further, that the Borrower shall not make any 
Restricted Payments during the 10 day period following delivery of such written 
notice so long as the applicable claim remains unremedied. 
 
                  SECTION 6.07. Transactions with Affiliates. The Borrower will 
not, and will not permit any of its Subsidiaries to, sell, lease or otherwise 
transfer any property or assets to, or purchase, lease or otherwise acquire any 
property or assets from, or otherwise engage in any other transactions with, any 
of its Affiliates, except (a) for agreements existing on the Effective Date, a 
copy of each such agreement has been delivered to the Administrative Agent, or 
replacements thereof on substantially the same terms, (b) for agreements 
approved by the Required Lenders and on terms no less favorable to the Borrower 
or such Subsidiary than if the transaction had been negotiated in good faith on 
an arm's length basis with a non- Affiliate, (c) any Restricted Payment 
permitted by Section 6.06, and (d) transactions expressly permitted by Section 
6.03(a). 
 
                  SECTION 6.08. Restrictive Agreements. The Borrower will not, 
and will not permit any of its Subsidiaries to, directly or indirectly, enter 
into, incur or permit to exist any agreement or other arrangement that 
prohibits, restricts or imposes any condition upon (a) the ability of the 
Borrower or any Subsidiary to create, incur or permit to exist any Lien upon any 
of its property or assets, or (b) the ability of any Subsidiary to pay dividends 
or other distributions with respect to any shares of its capital stock or to 
make or repay loans or advances to the Borrower or any other Subsidiary or to 
Guarantee Indebtedness of the Borrower or any other Subsidiary; provided that 
(i) the foregoing shall not apply to restrictions and conditions imposed by law 
or by this Agreement, (ii) the foregoing shall not apply to restrictions and 
conditions existing on the date hereof identified on Schedule 6.08 (but shall 
apply to any extension or renewal of, or any amendment or modification expanding 
the scope of, any such restriction or condition), (iii) the foregoing shall not 
apply to customary restrictions and conditions contained in agreements relating 
to the sale of a Subsidiary pending such sale, provided such restrictions and 
conditions apply only to the Subsidiary that is to be sold and such sale is 
permitted hereunder, (iv) clause (a) of the foregoing shall not apply to 
restrictions or conditions imposed by any agreement relating to secured 
Indebtedness permitted by this Agreement if such restrictions or conditions 
apply only to the property or assets securing such Indebtedness and (v) clause 
(a) of the foregoing shall not apply to customary provisions in leases 
restricting the assignment thereof. 
 
                  SECTION 6.09. Modification of the Approved Construction 
Budget. Subject to Section 6.16, the Borrower will not adjust, modify or 
re-allocate all or any portion of the Approved Construction Budget. 
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                  SECTION 6.10. Management Fees. The Borrower will not pay any 
management fee to any Person other than as expressly provided in this Agreement. 
 
                  SECTION 6.11. Ownership; Legal Form. The Borrower will not 
permit the transfer or sale of or change in the ownership interests of the 
Borrower or change the legal form of the Borrower. 
 
                  SECTION 6.12. Subsidiaries. The Borrower will not (a) form or 
own any Subsidiaries, (b) become a general or limited partner in any partnership 
or a joint venturer in any joint venture, (c) acquire any ownership or equity 
interest in or make any capital contribution to any Person, (d) enter into any 
profit sharing or royalty agreement or other similar arrangement whereby the 
Borrower's income or profits are, or might be, shared with any other Person or 
(e) enter into any management contract or similar arrangement whereby its 
business or operations are managed by any other Person other than in each case 
as expressly contemplated by the Transaction Documents. 
 
                  SECTION 6.13. Design Changes. Except as permitted by Section 
6.16, the Borrower will not make any material changes to the design of the 
Project or deviate from the Drawings and Specifications, without the prior 
written approval of the Administrative Agent and the Independent Engineer. 
 
                  SECTION 6.14. Compliance With ERISA. The Borrower will not 
establish or permit to exist, or participate in, any Plan, any Multiemployer 
Plan or any Welfare Plan. 
 
                  SECTION 6.15. Amendments. The Borrower will not cancel or 
terminate, or consent to or otherwise permit the cancellation or termination of, 
any Transaction Document, or amend or otherwise modify, or give any consent, 
waiver or approval to any variation of or deviation from the material terms of, 
any Transaction Document, or consent to or permit or accept any prepayment of 
amounts to become due under or in connection with any Transaction Document, 
except as expressly provided therein. 
 
                  SECTION 6.16. Variation Orders. The Borrower will not direct 
or consent to any Variation Order unless such Variation Order, individually or 
together with all other Variation Orders could not reasonably be expected to: 
 
                  (a) prevent Final Completion from occurring on or prior to the 
Date Certain; 
 
                  (b) result in (i) Non-Budgeted Cost in excess of (A) $500,000 
for any Variation Order or (B) $2,500,000 for all such Variation Orders in the 
aggregate or (ii) an increase in Budgeted Costs of more than (A) $500,000 for 
any Variation Order or (B) $2,500,000 for all such Variation Orders in the 
aggregate; 
 
                  (c) materially, adversely affect the operation of the Project; 
and 
 
                  (d) cause the Approved Construction Budget line item entitled 
"Contingency" to fall below the following amounts indicated for the following 
periods: (i) $8,000,000 on or before October 31, 2000; (ii) $7,000,000 from 
November 1, 2000 to January 31, 2001; (iii) $6,000,000 from February 1, 2001 to 
April 30, 2001; (iv) $5,000,000 from May 1, 2001 to July 31, 2001; (v) 
$4,000,000 from August 1, 2001 to October 31, 2001; and (vi) $3,000,000 from 
November 1, 2001 to December 31, 2001. 
 
                  SECTION 6.17. Construction Contracts. The Borrower will not 
deliver any notice, completion certificate or acceptance certificate to any 
Construction Contractor pursuant to the applicable 
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Construction Contract with respect to the final acceptance by the Borrower of 
the Platform, the pipelines or any other component of the Project unless the 
applicable performance tests required by the Construction Contract have been 
performed and the results of such performance tests are satisfactory to the 
Independent Engineer. 
 
                                   ARTICLE VII 
 
                                Events of Default 
 
                  If any of the following events ("Events of Default") shall 
occur: 
 
                  (a) the Borrower shall fail to pay any principal of any Loan 
when and as the same shall become due and payable, whether at the due date 
thereof or at a date fixed for prepayment thereof or otherwise; 
 
                  (b) the Borrower shall fail to pay any interest on any Loan or 
any fee, or any other amount (other than an amount referred to in clause (a) of 
this Article) payable under this Agreement or under any Hedging Agreement, when 
and as the same shall become due and payable, and such failure shall continue 
unremedied for a period of five days; 
 
                  (c) any representation or warranty made or deemed made by or 
on behalf of the Borrower or any Subsidiary in or in connection with this 
Agreement or any amendment or modification hereof or waiver hereunder, or in any 
report, certificate, financial statement or other document furnished pursuant to 
or in connection with this Agreement or any amendment or modification hereof or 
waiver hereunder, shall prove to have been incorrect when made or deemed made; 
 
                  (d) the Borrower shall fail to observe or perform any 
covenant, condition or agreement contained in Section 5.02, 5.03 (with respect 
to the Borrower's existence), 5.05, 5.08 or 5.14 or in Article VI; 
 
                  (e) the Borrower or the Sponsor shall fail to observe or 
perform any covenant, condition or agreement contained (i) in this Agreement 
(other than those specified in clause (a), (b) or (d) of this Article), and such 
failure shall continue unremedied for a period of 10 Business Days after notice 
thereof from the Administrative Agent to the Borrower (which notice will be 
given at the request of any Lender), or (ii) in any other Financing Document and 
such failure shall continue unremedied for a period of 10 Business Days after 
notice thereof from the Administrative Agent to the Borrower (which notice will 
be given at the request of any Lender); 
 
                  (f) the Borrower, any Subsidiary or the Sponsor shall fail to 
make any payment (whether of principal or interest and regardless of amount) in 
respect of any Material Indebtedness, when and as the same shall become due and 
payable; 
 
                  (g) any event or condition occurs that results in any Material 
Indebtedness becoming due prior to its scheduled maturity or that enables or 
permits (with or without the giving of notice, the lapse of time or both) the 
holder or holders of any Material Indebtedness or any trustee or agent on its or 
their behalf to cause any Material Indebtedness to become due, or to require the 
prepayment, repurchase, redemption or defeasance thereof, prior to its scheduled 
maturity; provided that this clause (g) shall not apply to secured 
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Indebtedness that becomes due as a result of the voluntary sale or transfer of 
the property or assets securing such Indebtedness; 
 
                  (h) an involuntary proceeding shall be commenced or an 
involuntary petition shall be filed seeking (i) liquidation, reorganization or 
other relief in respect of any El Paso Entity or its debts, or of a substantial 
part of its assets, under any Federal, state or foreign bankruptcy, insolvency, 
receivership or similar law now or hereafter in effect or (ii) the appointment 
of a receiver, trustee, custodian, sequestrator, conservator or similar official 
for any El Paso Entity or for a substantial part of its assets, and, in any such 
case, such proceeding or petition shall continue undismissed for 60 days or an 
order or decree approving or ordering any of the foregoing shall be entered; 
provided, however, an Event of Default shall not exist under this subsection (h) 
if the economic value of the Transaction Document(s) to which such El Paso 
Entity (other than the Borrower, the Parent, the Sponsor, El Paso Energy 
Corporation or El Paso Production GOM Inc.) is a party is less than $1,000,000 
and such Transaction Document(s) is replaced by a contract with or assigned to a 
third party satisfactory to the Required Lenders, with substantially the same 
terms and conditions, within 30 days of the commencement of such involuntary 
proceeding or such filing of an involuntary petition; 
 
                  (i) any El Paso Entity shall (i) voluntarily commence any 
proceeding or file any petition seeking liquidation, reorganization or other 
relief under any Federal, state or foreign bankruptcy, insolvency, receivership 
or similar law now or hereafter in effect, (ii) consent to the institution of, 
or fail to contest in a timely and appropriate manner, any proceeding or 
petition described in clause (h) of this Article, (iii) apply for or consent to 
the appointment of a receiver, trustee, custodian, sequestrator, conservator or 
similar official for the Borrower or any Subsidiary or for a substantial part of 
its assets, (iv) file an answer admitting the material allegations of a petition 
filed against it in any such proceeding, (v) make a general assignment for the 
benefit of creditors or (vi) take any action for the purpose of effecting any of 
the foregoing; provided, however, an Event of Default shall not exist under this 
subsection (i) if the economic value of the Transaction Document(s) to which 
such El Paso Entity (other than the Borrower, the Parent, the Sponsor, El Paso 
Energy Corporation or El Paso Production GOM Inc.) is a party is less than 
$1,000,000 and such Transaction Document(s) is replaced by a contract with or 
assigned to a third party satisfactory to the Required Lenders, with 
substantially the same terms and conditions, within 30 days of the commencement 
of such voluntary proceeding or such filing of a voluntary petition; 
 
                  (j) any El Paso Entity shall become unable, admit in writing 
its inability, or fail generally, to pay its debts as they become due; 
 
                  (k) one or more judgments that are not covered by insurance 
for the payment of money in an aggregate amount in excess of $2,500,000 shall be 
rendered against the Borrower, any Subsidiary or any combination thereof and the 
same shall remain undischarged for a period of 30 consecutive days during which 
execution shall not be effectively stayed, or any action shall be legally taken 
by a judgment creditor to attach or levy upon any assets of the Borrower or any 
Subsidiary to enforce any such judgment; 
 
                  (l) an ERISA Reportable Event shall have occurred that, in the 
opinion of the Required Lenders, when taken together with all other ERISA 
Reportable Events that have occurred, could reasonably be expected to result in 
a Material Adverse Effect; 
 
                  (m)  a Change in Control shall occur; 
 
                  (n) a "default" under the Processing Agreement, the EPN Credit 
Agreement or the Sponsor 
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Agreement shall occur and shall continue after the applicable grace period, if 
any, specified therein; 
 
                  (o) failure to achieve Final Completion or the failure to meet 
all of the conditions set forth in Section 4.03 by the Date Certain; 
 
                  (p) the Borrower shall at any time abandon the Project, or 
prior to Final Completion, cease diligently constructing the Project; 
 
                  (q) the termination of any Construction Contract (other than 
termination in accordance with the terms of any such agreement after full 
performance of the obligations by each party thereto); 
 
                  (r) the Borrower, any of its Subsidiaries or the Project 
becomes subject to an Environmental Liability that could reasonably be expected 
to result in a Material Adverse Effect; 
 
                  (s) the Security Documents, shall for any reason, except to 
the extent permitted by the terms hereof or thereof, cease to create a valid and 
perfected first priority Lien, subject to Permitted Encumbrances (to the extent 
purported to be granted by such documents), in any portion of the Collateral; 
 
                  (t) there shall occur an actual or constructive total loss of 
the Project; or there shall occur a Taking of all or substantially all of the 
Project; or 
 
                  (u) any material provision of any material Transaction 
Document shall for any reason other than the express terms thereof cease to be 
valid and binding on any party thereto or the Borrower or any Transaction Party 
which is a party to such Transaction Document shall so assert in writing; 
 
then, and in every such event (other than an event with respect to the Borrower 
described in clause (h) or (i) of this Article), and at any time thereafter 
during the continuance of such event, the Administrative Agent may, and at the 
request of the Required Lenders shall, by notice to the Borrower, take either or 
both of the following actions, at the same or different times: (i) terminate the 
Construction Loan Commitments, and thereupon the Construction Loan Commitments 
shall terminate immediately, and (ii) declare the Loans then outstanding to be 
due and payable in whole (or in part, in which case any principal not so 
declared to be due and payable may thereafter be declared 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 accrued hereunder, shall become due and payable 
immediately, without presentment, demand, protest or other notice of any kind, 
all of which are hereby waived by the Borrower; and in case of any event with 
respect to the Borrower described in clause (h) or (i) of this Article, the 
Construction Loan Commitments shall automatically terminate and the principal of 
the Loans then outstanding, together with accrued interest thereon and all fees 
and other obligations of the Borrower accrued hereunder, shall automatically 
become due and payable, without presentment, demand, protest or other notice of 
any kind, all of which are hereby waived by the Borrower. 
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                                  ARTICLE VIII 
 
                            The Administrative Agent 
 
                  Each of the Lenders hereby irrevocably appoints the 
Administrative Agent as its agent and authorizes the Administrative Agent to 
take such actions on its behalf and to exercise such powers as are delegated to 
the Administrative Agent by the terms hereof, together with such actions and 
powers as are reasonably incidental thereto. 
 
                  The bank serving as the Administrative Agent hereunder shall 
have the same rights and powers in its capacity as a Lender as any other Lender 
and may exercise the same as though it were not the Administrative Agent, and 
such bank and its Affiliates may accept deposits from, lend money to and 
generally engage in any kind of business with the Borrower or any Subsidiary or 
other Affiliate thereof as if it were not the Administrative Agent hereunder. 
 
                  The Administrative Agent shall not have any duties or 
obligations except those expressly set forth herein. Without limiting the 
generality of the foregoing, (a) the Administrative Agent shall not be subject 
to any fiduciary or other implied duties, regardless of whether a Default has 
occurred and is continuing, (b) the Administrative Agent shall not have any duty 
to take any discretionary action or exercise any discretionary powers, except 
discretionary rights and powers expressly contemplated hereby that the 
Administrative Agent is required to exercise in writing by the Required Lenders 
(or such other number or percentage of the Lenders as shall be necessary under 
the circumstances as provided in Section 9.02), and (c) except as expressly set 
forth herein, the Administrative Agent shall not have any duty to disclose, and 
shall not be liable for the failure to disclose, any information relating to the 
Borrower or any of its Subsidiaries that is communicated to or obtained by the 
bank serving as Administrative Agent or any of its Affiliates in any capacity. 
The Administrative Agent shall not be liable for any action taken or not taken 
by it with the consent or at the request of the Required Lenders (or such other 
number or percentage of the Lenders as shall be necessary under the 
circumstances as provided in Section 9.02) or in the absence of its own gross 
negligence or wilful misconduct. The Administrative Agent shall be deemed not to 
have knowledge of any Default unless and until written notice thereof is given 
to the Administrative Agent by the Borrower or a Lender, and the Administrative 
Agent shall not be responsible for or have any duty to ascertain or inquire into 
(i) any statement, warranty or representation made in or in connection with this 
Agreement, (ii) the contents of any certificate, report or other document 
delivered hereunder or in connection herewith, (iii) the performance or 
observance of any of the covenants, agreements or other terms or conditions set 
forth herein, (iv) the validity, enforceability, effectiveness or genuineness of 
this Agreement or any other agreement, instrument or document, or (v) the 
satisfaction of any condition set forth in Article V or elsewhere herein, other 
than to confirm receipt of items expressly required to be delivered to the 
Administrative Agent. 
 
                  The Administrative Agent shall be entitled to rely upon, and 
shall not incur any liability for relying upon, any notice, request, 
certificate, consent, statement, instrument, document or other writing believed 
by it to be genuine and to have been signed or sent by the proper Person. The 
Administrative Agent also may rely upon any statement made to it orally or by 
telephone and believed by it to be made by the proper Person, and shall not 
incur any liability for relying thereon. The Administrative Agent may consult 
with legal counsel (who may be counsel for the Borrower), independent 
accountants and other experts selected by it, and shall not be liable for any 
action taken or not taken by it in accordance with the advice of any such 
counsel, accountants or experts. 
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                  The Administrative Agent may perform any and all its duties 
and exercise its rights and powers by or through any one or more sub-agents 
appointed by the Administrative Agent. The Administrative Agent and any such 
sub-agent may perform any and all its duties and exercise its rights and powers 
through their respective Related Parties. The exculpatory provisions of the 
preceding paragraphs shall apply to any such sub-agent and to the Related 
Parties of the Administrative Agent and any such sub- agent, and shall apply to 
their respective activities in connection with the syndication of the credit 
facilities provided for herein as well as activities as Administrative Agent. 
 
                  Subject to the appointment and acceptance of a successor 
Administrative Agent as provided in this paragraph, the Administrative Agent may 
resign at any time by notifying the Lenders and the Borrower. Upon any such 
resignation, the Required Lenders shall have the right, in consultation with the 
Borrower, to appoint a successor. If no successor shall have been so appointed 
by the Required Lenders and shall have accepted such appointment within 30 days 
after the retiring Administrative Agent gives notice of its resignation, then 
the retiring Administrative Agent may, on behalf of the Lenders, appoint a 
successor Administrative Agent which shall be a bank with an office in New York, 
New York, or an Affiliate of any such bank. Upon the acceptance of its 
appointment as Administrative Agent hereunder by a successor, such successor 
shall succeed to and become vested with all the rights, powers, privileges and 
duties of the retiring Administrative Agent, and the retiring Administrative 
Agent shall be discharged from its duties and obligations hereunder. The fees 
payable by the Borrower to a successor Administrative Agent shall be the same as 
those payable to its predecessor unless otherwise agreed between the Borrower 
and such successor. After the Administrative Agent's resignation hereunder, the 
provisions of this Article and Section 9.03 shall continue in effect for the 
benefit of such retiring Administrative Agent, its sub-agents and their 
respective Related Parties in respect of any actions taken or omitted to be 
taken by any of them while it was acting as Administrative Agent. 
 
                  Each Lender acknowledges that it has, independently and 
without reliance upon the Administrative Agent or any other Lender and based on 
such documents and information as it has deemed appropriate, made its own credit 
analysis and decision to enter into this Agreement. Each Lender also 
acknowledges that it will, independently and without reliance upon the 
Administrative Agent or any other Lender and based on such documents and 
information as it shall from time to time deem appropriate, continue to make its 
own decisions in taking or not taking action under or based upon this Agreement, 
any related agreement or any document furnished hereunder or thereunder. 
 
                  Neither the Documentation Agent nor the Syndication Agent 
shall have any duties or responsibilities hereunder in its capacity as such. 
 
                                   ARTICLE IX 
 
                                  Miscellaneous 
 
                  SECTION 9.01. Notices. Except in the case of notices and other 
communications expressly permitted to be given by telephone, 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: 
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                  (a) if to the Borrower, to it care of El Paso Energy Partners 
at P.O. Box 2511, Houston Texas 77252-2511 or 1001 Louisiana, Houston, Texas 
77002, Attention of Keith Forman (Telecopy No. 713- 420-5477); 
 
                  (b) if to the Administrative Agent, to The Chase Manhattan 
Bank, Loan and Agency Services Group, One Chase Manhattan Plaza, 8th Floor, New 
York, New York 10081, Attention of Tonya Mitchell (Telecopy No. (212) 552-5777), 
with a copy to The Chase Manhattan Bank, 270 Park Avenue, New York, New York 
10017, Attention of Steve Wood (Telecopy No. (212) 270-2519); and 
 
                  (c) if to any other Lender, to it at its address (or telecopy 
number) set forth in its Administrative Questionnaire. 
 
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 9.02. Waivers; Amendments. (a) No failure or delay by 
the Administrative Agent or any Lender in exercising any right or power 
hereunder shall operate as a waiver thereof, nor shall any single or partial 
exercise of any such right or power, or any abandonment or discontinuance of 
steps to enforce such a right or power, preclude any other or further exercise 
thereof or the exercise of any other right or power. The rights and remedies of 
the Administrative Agent and the Lenders hereunder are cumulative and are not 
exclusive of any rights or remedies that they would otherwise have. No waiver of 
any provision of this Agreement or consent to any departure by the Borrower 
therefrom shall in any event be effective unless the same shall be permitted by 
paragraph (b) of this Section, and then such waiver or consent shall be 
effective only in the specific instance and for the purpose for which given. 
Without limiting the generality of the foregoing, the making of a Loan shall not 
be construed as a waiver of any Default, regardless of whether the 
Administrative Agent, any Lender may have had notice or knowledge of such 
Default at the time. 
 
                  (b) Neither this Agreement nor any provision hereof may be 
waived, amended or modified except pursuant to an agreement or agreements in 
writing entered into by the Borrower and the Required Lenders or by the Borrower 
and the Administrative Agent with the consent of the Required Lenders; provided 
that no such agreement shall (i) increase the Construction Loan Commitment of 
any Lender without the written consent of such Lender, (ii) reduce the principal 
amount of any Loan or reduce the rate of interest thereon, or reduce any fees 
payable hereunder, without the written consent of each Lender affected thereby, 
(iii) postpone the scheduled date of payment of the principal amount of any 
Loan, or any interest thereon, or any fees payable hereunder, or reduce the 
amount of, waive or excuse any such payment, or postpone the scheduled date of 
expiration of any Construction Loan Commitment, without the written consent of 
each Lender affected thereby, (iv) change Section 2.17(b) or (c) in a manner 
that would alter the pro rata sharing of payments required thereby, without the 
written consent of each Lender, (v) change any of the provisions of this Section 
or the definition of "Required Lenders" or any other provision hereof specifying 
the number or percentage of Lenders required to waive, amend or modify any 
rights hereunder or make any determination or grant any consent hereunder, (vi) 
release all or substantially all of the Collateral pledged to secure the 
Obligations pursuant to the Security Documents, or (vii) release or reduce the 
obligations of the Sponsor under the Sponsor Agreement, without the written 
consent of each Lender; provided further that no such agreement shall amend, 
modify or otherwise affect the rights or duties of the Administrative Agent 
hereunder without the prior written consent of the Administrative Agent and the 
consent of the Borrower is not required with respect to any amendment, 
modification or waiver of the Sponsor Agreement. 
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                  SECTION 9.03. Expenses; Indemnity; Damage Waiver. (a) The 
Borrower shall pay (i) all reasonable out-of-pocket expenses incurred by the 
Administrative Agent and its Affiliates, including the reasonable fees, charges 
and disbursements of counsel for the Administrative Agent, in connection with 
the syndication of the credit facilities provided for herein, the preparation 
and administration of this Agreement or any amendments, modifications or waivers 
of the provisions hereof (whether or not the transactions contemplated hereby or 
thereby shall be consummated) and (ii) all out-of-pocket expenses incurred by 
the Administrative Agent or any Lender, including the fees, charges and 
disbursements of any counsel for the Administrative Agent or any Lender, in 
connection with the enforcement or protection of its rights in connection with 
this Agreement, including its rights under this Section, or in connection with 
the Loans made hereunder, including all such out-of-pocket expenses incurred 
during any workout, restructuring or negotiations in respect of such Loans. 
 
                  (b) The Borrower shall indemnify the Administrative Agent, the 
Account Bank and each Lender, and each Related Party of any of the foregoing 
Persons (each such Person being called an "Indemnitee") against, and hold each 
Indemnitee harmless from, any and all losses, claims, damages, liabilities and 
related expenses, including the fees, charges and disbursements of any counsel 
for any Indemnitee, incurred by or asserted against any Indemnitee arising out 
of, in connection with, or as a result of (i) the execution or delivery of this 
Agreement or any agreement or instrument contemplated hereby, the performance by 
the parties hereto of their respective obligations hereunder or the consummation 
of the Transactions or any other transactions contemplated hereby, (ii) any Loan 
or the use of the proceeds therefrom, (iii) any actual or alleged presence or 
release of Hazardous Materials on or from any property owned or operated by the 
Borrower or any of its Subsidiaries, or any Environmental Liability related in 
any way to the Borrower or any of its Subsidiaries, or (iv) any actual or 
prospective claim, litigation, investigation or proceeding relating to any of 
the foregoing, whether based on contract, tort or any other theory and 
regardless of whether any Indemnitee is a party thereto; provided that such 
indemnity shall not, as to any Indemnitee, be available to the extent that such 
losses, claims, damages, liabilities or related expenses resulted from the gross 
negligence or wilful misconduct of such Indemnitee. 
 
                  (c) To the extent that the Borrower fails to pay any amount 
required to be paid by it to the Administrative Agent (a) or (b) of this 
Section, each Lender severally agrees to pay to the Administrative Agent, as the 
case may be, such Lender's Applicable Percentage (determined as of the time that 
the applicable unreimbursed expense or indemnity payment is sought) of such 
unpaid amount; provided that the unreimbursed expense or indemnified loss, 
claim, damage, liability or related expense, as the case may be, was incurred by 
or asserted against the Administrative Agent in its capacity as such. 
 
                  (d) To the extent permitted by applicable law, the Borrower 
shall not assert, and hereby waives, any claim against any Indemnitee, on any 
theory of liability, for special, indirect, consequential or punitive damages 
(as opposed to direct or actual damages) arising out of, in connection with, or 
as a result of, this Agreement or any agreement or instrument contemplated 
hereby, the Transactions, any Loan or the use of the proceeds thereof. 
 
                  (e) All amounts due under this Section shall be payable 
promptly after written demand therefor. 
 
                  SECTION 9.04. 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 
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obligations hereunder without the prior written consent of each Lender (and any 
attempted assignment or transfer by the Borrower without such consent shall be 
null and void). Nothing in this Agreement, expressed or implied, shall be 
construed to confer upon any Person (other than the parties hereto, their 
respective successors and assigns permitted hereby and, to the extent expressly 
contemplated hereby, the Related Parties of each of the Administrative Agent and 
the Lenders) any legal or equitable right, remedy or claim under or by reason of 
this Agreement. 
 
                  (b) Any Lender may assign to one or more assignees all or a 
portion of its rights and obligations under this Agreement (including all or a 
portion of its Construction Loan Commitment and the Loans at the time owing to 
it); provided that (i) except in the case of an assignment to a Lender or an 
Affiliate of a Lender, each of the Borrower and the Administrative Agent must 
give their prior written consent to such assignment (which consent shall not be 
unreasonably withheld), (ii) except in the case of an assignment to a Lender or 
an Affiliate of a Lender or an assignment of the entire remaining amount of the 
assigning Lender's Construction Loan Commitment, the amount of the Construction 
Loan Commitment of the assigning Lender subject to each such assignment 
(determined as of the date the Assignment and Acceptance with respect to such 
assignment is delivered to the Administrative Agent) shall not be less than 
$5,000,000 unless each of the Borrower and the Administrative Agent otherwise 
consent, (iii) each partial assignment shall be made as an assignment of a 
proportionate part of all the assigning Lender's rights and obligations under 
this Agreement, (iv) the parties to each assignment shall execute and deliver to 
the Administrative Agent an Assignment and Acceptance, together with a 
processing and recordation fee of $3,500, and (v) the assignee, if it shall not 
be a Lender, shall deliver to the Administrative Agent an Administrative 
Questionnaire; and provided further that any consent of the Borrower otherwise 
required under this paragraph shall not be required if a Default has occurred 
and is continuing. Subject to acceptance and recording thereof pursuant to 
paragraph (d) of this Section, from and after the effective date specified in 
each Assignment and Acceptance the assignee thereunder shall be a party hereto 
and, to the extent of the interest assigned by such Assignment and Acceptance, 
have the rights and obligations of a Lender under this Agreement, and the 
assigning Lender thereunder shall, to the extent of the interest assigned by 
such Assignment and Acceptance, be released from its obligations under this 
Agreement (and, in the case of an Assignment and Acceptance covering all of the 
assigning Lender's rights and obligations under this Agreement, such Lender 
shall cease to be a party hereto but shall continue to be entitled to the 
benefits of Sections 2.14, 2.15, 2.16 and 9.03). Any assignment or transfer by a 
Lender of rights or obligations under this Agreement that does not comply with 
this paragraph shall be treated for purposes of this Agreement as a sale by such 
Lender of a participation in such rights and obligations in accordance with 
paragraph (e) of this Section. 
 
                  (c) The Administrative Agent, acting for this purpose as an 
agent of the Borrower, shall maintain at one of its offices in The City of New 
York a copy of each Assignment and Acceptance delivered to it and a register for 
the recordation of the names and addresses of the Lenders, and the Construction 
Loan Commitment of, and principal amount of the Loans owing to, each Lender 
pursuant to the terms hereof from time to time (the "Register"). The entries in 
the Register shall be conclusive, and the Borrower, the Administrative Agent and 
the Lenders may treat each Person whose name is recorded in the Register 
pursuant to the terms hereof as a Lender hereunder for all purposes of this 
Agreement, notwithstanding notice to the contrary. The Register shall be 
available for inspection by the Borrower and any Lender, at any reasonable time 
and from time to time upon reasonable prior notice. 
 
                  (d) Upon its receipt of a duly completed Assignment and 
Acceptance executed by an assigning Lender and an assignee, the assignee's 
completed Administrative Questionnaire (unless the assignee shall already be a 
Lender hereunder), the processing and recordation fee referred to in paragraph 
(b) of this 
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Section and any written consent to such assignment required by paragraph (b) of 
this Section, the Administrative Agent shall accept such Assignment and 
Acceptance and record the information contained therein in the Register. No 
assignment shall be effective for purposes of this Agreement unless it has been 
recorded in the Register as provided in this paragraph. 
 
                  (e) Any Lender may, without the consent of the Borrower or the 
Administrative Agent, sell participations to one or more banks or other entities 
(a "Participant") in all or a portion of such Lender's rights and obligations 
under this Agreement (including all or a portion of its Construction Loan 
Commitment and the Loans owing to it); provided that (i) such Lender's 
obligations under this Agreement shall remain unchanged, (ii) such Lender shall 
remain solely responsible to the other parties hereto for the performance of 
such obligations and (iii) the Borrower, the Administrative Agent and the other 
Lenders shall continue to deal solely and directly with such Lender in 
connection with such Lender's rights and obligations under this Agreement. Any 
agreement or instrument pursuant to which a Lender sells such a participation 
shall provide that such Lender shall retain the sole right to enforce this 
Agreement and to approve any amendment, modification or waiver of any provision 
of this Agreement; provided that such agreement or instrument may provide that 
such Lender will not, without the consent of the Participant, agree to any 
amendment, modification or waiver described in the first proviso to Section 
9.02(b) that affects such Participant. Subject to paragraph (f) of this Section, 
the Borrower agrees that each Participant shall be entitled to the benefits of 
Sections 2.14, 2.15 and 2.16 to the same extent as if it were a Lender and had 
acquired its interest by assignment pursuant to paragraph (b) of this Section. 
To the extent permitted by law, each Participant also shall be entitled to the 
benefits of Section 9.08 as though it were a Lender, provided such Participant 
agrees to be subject to Section 2.17(c) as though it were a Lender. 
 
                  (f) A Participant shall not be entitled to receive any greater 
payment under Section 2.13 or 2.16 than the applicable Lender would have been 
entitled to receive with respect to the participation sold to such Participant, 
unless the sale of the participation to such Participant is made with the 
Borrower's prior written consent. A Participant that would be a Foreign Lender 
if it were a Lender shall not be entitled to the benefits of Section 2.16 unless 
the Borrower is notified of the participation sold to such Participant and such 
Participant agrees, for the benefit of the Borrower, to comply with Section 
2.16(e) as though it were a Lender. 
 
                  (g) Any Lender may at any time pledge or assign a security 
interest in all or any portion of its rights under this Agreement to secure 
obligations of such Lender, including any pledge or assignment to secure 
obligations to a Federal Reserve Bank, and this Section shall not apply to any 
such pledge or assignment of a security interest; provided that no such pledge 
or assignment of a security interest shall release a Lender from any of its 
obligations hereunder or substitute any such pledgee or assignee for such Lender 
as a party hereto. 
 
                  SECTION 9.05. Survival. 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 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 any Loans, regardless of any investigation made by any such other 
party or on its behalf and notwithstanding that the Administrative Agent or any 
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 any Loan or any fee or any other amount payable under this 
Agreement is outstanding and so long as the Construction Loan Commitments have 
not expired or terminated. The provisions of 
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Sections 2.14, 2.15, 2.16 and 9.03 and Article X shall survive and remain in 
full force and effect regardless of the consummation of the transactions 
contemplated hereby, the repayment of the Loans, the expiration or termination 
and the Construction Loan Commitments or the termination of this Agreement or 
any provision hereof. 
 
                  SECTION 9.06. Counterparts; Integration; Effectiveness. 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. This Agreement and 
any separate letter agreements with respect to fees payable to the 
Administrative Agent constitute the entire contract among the parties relating 
to the subject matter hereof and supersede any and all previous agreements and 
understandings, oral or written, relating to the subject matter hereof. Except 
as provided in Section 4.01, this Agreement shall become effective when it shall 
have been executed by the Administrative Agent and when the Administrative Agent 
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 this Agreement by telecopy shall be effective as delivery of a manually 
executed counterpart of this Agreement. 
 
                  SECTION 9.07. Severability. Any provision of this Agreement 
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; and the invalidity of a particular provision 
in a particular jurisdiction shall not invalidate such provision in any other 
jurisdiction. 
 
                  SECTION 9.08. Right of Setoff. If an Event of Default shall 
have occurred and be continuing, each Lender and each of its Affiliates is 
hereby authorized at any time and from time to time, to the fullest extent 
permitted by law, to set off and apply any and all deposits (general or special, 
time or demand, provisional or final) at any time held and other obligations at 
any time owing by such Lender or Affiliate to or for the credit or the account 
of the Borrower against any of and all the obligations of the Borrower now or 
hereafter existing under this Agreement held by such Lender, irrespective of 
whether or not such Lender shall have made any demand under this Agreement and 
although such obligations may be unmatured. The rights of each Lender under this 
Section are in addition to other rights and remedies (including other rights of 
setoff) which such Lender may have. 
 
                  SECTION 9.09. Governing Law; Jurisdiction; Consent to Service 
of Process. (a) This Agreement shall be construed in accordance with and 
governed by the law of the State of New York (without regard to its conflict of 
law principles other than Section 5-1401 of the General Obligations of Law). 
 
                  (b) The Borrower hereby irrevocably and unconditionally 
submits, for itself and its property, to the nonexclusive jurisdiction of the 
Supreme Court of the State of New York sitting in New York County and of the 
United States District Court of the Southern District of New York, and any 
appellate court from any thereof, in any action or proceeding arising out of or 
relating to this Agreement, or for recognition or enforcement of any judgment, 
and each of the parties hereto hereby irrevocably and unconditionally agrees 
that all claims in respect of any such action or proceeding may be heard and 
determined in such New York State or, to the extent permitted by law, in such 
Federal court. Each of the parties hereto agrees that a final judgment in any 
such action or proceeding shall be conclusive and may be enforced in other 
jurisdictions by suit on the judgment or in any other manner provided by law. 
Nothing in this Agreement shall affect any right 
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that the Administrative Agent or any Lender may otherwise have to bring any 
action or proceeding relating to this Agreement against the Borrower or its 
properties in the courts of any jurisdiction. 
 
                  (c) The Borrower hereby irrevocably and unconditionally 
waives, to the fullest extent it may legally and effectively do so, any 
objection which it may now or hereafter have to the laying of venue of any suit, 
action or proceeding arising out of or relating to this Agreement in any court 
referred to in paragraph (b) of this Section. Each of the parties hereto hereby 
irrevocably waives, to the fullest extent permitted by law, the defense of an 
inconvenient forum to the maintenance of such action or proceeding in any such 
court. 
 
                  (d) Each party to this Agreement irrevocably consents to 
service of process in the manner provided for notices in Section 9.01. Nothing 
in this Agreement will affect the right of any party to this Agreement to serve 
process in any other manner permitted by law. 
 
                  SECTION 9.10. WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY 
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE 
TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF 
OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER 
BASED ON CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES 
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, 
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF 
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT 
AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, 
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION. 
 
                  SECTION 9.11. 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 9.12. Confidentiality. Each of the Administrative 
Agent and the Lenders agrees to maintain the confidentiality of the Information 
(as defined below), except that Information may be disclosed (a) to its and its 
Affiliates' directors, officers, employees and agents, including accountants, 
legal counsel and other advisors (it being understood that the Persons to whom 
such disclosure is made will be informed of the confidential nature of such 
Information and instructed to keep such Information confidential), (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, (e) in connection with the exercise of any 
remedies hereunder or any suit, action or proceeding relating to this Agreement 
or the enforcement of rights hereunder, (f) subject to an 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) with the consent of the Borrower 
or (h) 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 
Administrative Agent or any Lender on a nonconfidential basis from a source 
other than the Borrower. For the purposes of this Section, "Information" means 
all information received from the Borrower relating to the Borrower or its 
business, other than any such information that is available to the 
Administrative Agent or any Lender on a nonconfidential basis prior to 
disclosure by the Borrower; provided that, in the case of information received 
from the Borrower 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 
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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. 
 
                  SECTION 9.13. Interest Rate Limitation. Notwithstanding 
anything herein to the contrary, if at any time the interest rate applicable to 
any Loan, together with all fees, charges and other amounts which are treated as 
interest on such Loan under applicable law (collectively the "Charges"), shall 
exceed the maximum lawful rate (the "Maximum Rate") which may be contracted for, 
charged, taken, received or reserved by the Lender holding such Loan in 
accordance with applicable law, the rate of interest payable in respect of such 
Loan hereunder, together with all Charges payable in respect thereof, shall be 
limited to the Maximum Rate and, to the extent lawful, the interest and Charges 
that would have been payable in respect of such Loan but were not payable as a 
result of the operation of this Section shall be cumulated and the interest and 
Charges payable to such Lender in respect of other Loans or periods shall be 
increased (but not above the Maximum Rate therefor) until such cumulated amount, 
together with interest thereon at the Federal Funds Effective Rate to the date 
of repayment, shall have been received by such Lender. 
 
                  SECTION 9.14. Secured Affiliates. For purposes of this 
Agreement and all other Financing Documents (other than applicable Interest Rate 
Agreements), if a Secured Affiliate of a Lender has entered into one or more 
Interest Rate Agreements with the Borrower or any its Subsidiaries, then to the 
extent that such Secured Affiliate has rights or obligations (or if the 
affiliated Lender, rather than the Secured Affiliate, were the counter-party to 
the applicable Interest Rate Agreement, such rights or obligations that such 
Lender has) hereunder or under any other Financing Document (other than 
applicable Interest Rate Agreements), such affiliated Lender shall be the agent 
and attorney-in-fact for such Secured Affiliate with regard to any such rights 
and obligations, or deemed rights and obligations, as if such Lender were the 
counter-party to the applicable Interest Rate Agreement including, but not 
limited to, the following: all distributions or payments in respect of 
Collateral owing to such Secured Affiliate shall be distributed or paid to such 
Lender, all representations, statements or disclaimers made herein or in any 
Financing Document by or to such Lender shall be deemed to have been made by or 
to such Secured Affiliate, all obligations incurred by such Lender that would 
have been incurred by the Secured Affiliate if it were a party hereto 
(including, but not limited to, obligations under Article VIII) shall be the 
obligations of such Lender, and such Lender, as the agent and attorney-in-fact 
of its Secured Affiliate, will make any and all payments owing to the 
Administrative Agent with respect to such obligations or deemed obligations of 
its Secured Affiliate. Each such Lender represents, warrants and covenants to 
and with the Administrative Agent that such Lender has, or at all applicable 
times will have, full power and authority to act as agent and attorney-in-fact 
for its Secured Affiliates. Under no circumstance shall any Secured Affiliate 
have any voting rights hereunder and the voting rights of any affiliated Lender 
shall not be increased by virtue of the obligations owing to any such Secured 
Affiliate. 
 
                  SECTION 9.15. Intercreditor Provisions. As long as the 
obligations of the Sponsor pursuant to the Sponsor Agreement are secured by the 
collateral pledged or subject to a Lien created under the EPN Security 
Documents, the Administrative Agent and the Lenders hereby agree as follows: 
 
                  (a) The Administrative Agent and the Lenders hereby 
acknowledge and agree that the appointment of The Chase Manhattan Bank as 
"Collateral Agent" pursuant to the EPN Security Documents which documents also 
include an appointment of The Chase Manhattan Bank as Collateral Agent for the 
Argo Lenders and for the EPN Lenders. The Lenders hereby appoint The Chase 
Manhattan Bank to act on their behalf as Collateral Agent. If at any time The 
Chase Manhattan Bank resigns or is replaced as the Collateral Agent then the 
"Required Lenders" as defined in the EPN Credit Agreement shall select a 
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replacement "collateral agent" hereunder and for the EPN Security Documents in 
accordance with the procedures provided in the EPN Credit Agreement for 
replacement of the "Administrative Agent", subject to the approval of the 
Sponsor as set forth therein. The Lenders also hereby authorize and appoint the 
Administrative Agent to act as their agent with respect to the execution and 
delivery of that certain Intercreditor Agreement dated as of June 30, 2000, by 
and between the Administrative Agent and The Chase Manhattan Bank, acting in its 
capacity as the Administrative Agent under the EPN Credit Agreement. 
 
                  (b) Any collateral or security taken or received in respect of 
any EPN Lender Indebtedness under the EPN Credit Agreement shall be for the pro 
rata benefit of each of the Combined Lenders in accordance with such Lender's 
Combined Total Credit Percentage. Irrespective of the order of recording of 
deeds of trust, the EPN Security Documents or any financing statements or other 
instruments, the Lenders agree that, as among the Argo Lenders and the EPN 
Lenders, the scope and priority of the respective Liens in the EPN Collateral 
and any distribution with respect to any amounts received pursuant to any 
foreclosure of such Liens or any other amounts realized on the EPN Collateral 
shall be pari passu as to the EPN Lender Indebtedness and the Sponsor's Clawback 
Obligation. The arrangements contemplated by this Section shall apply 
notwithstanding any Event of Default or any Acceleration under the EPN Credit 
Agreement or demand under the Subsidiaries Guarantee (as defined in the EPN 
Credit Agreement); the date of execution, delivery, attachment, perfection or 
registration of any EPN Security Document (or lack of any thereof), the exercise 
of any right of setoff; the priority of any EPN Security Document; the date of 
advance of any funds; the date of creation, perfection or determination of any 
charges or security interests; the date of appointment of any receiver or 
receiver-manager or bankruptcy trustee or of taking any other enforcement 
proceedings; the date of obtaining any judgment; the date of notification in 
respect of any account receivable; any provision of applicable law or 
requirement of any Governmental Authority; any defense, claim or any right not 
provided under this Section or under the EPN Credit Agreement; or the terms of 
any agreement between any Lender or the Sponsor under any other document or 
instrument between or among such parties, whether or not a bankruptcy, 
receivership or insolvency proceedings shall at any time have been commenced. 
 
                  SECTION 9.16. Limitation on Recourse of Lenders. The 
obligations created by this Agreement are obligations of the Borrower only, and 
not of the Sponsor or any of the Subsidiaries of the Sponsor (except the 
Borrower and its Subsidiaries). Each Lender agrees that except as otherwise 
specifically provided for hereafter, in the event of a Default in the payment of 
the Obligations by the Borrower or any of its Subsidiaries or any other Default 
hereunder, such Lender's sole recourse shall be against the Borrower, the 
Parent's equity interest in the Borrower, any Collateral, any other assets of 
the Borrower and its Subsidiaries, and any obligations of the Sponsor or the 
Parent as set forth in the Sponsor Agreement or the LLC Agreement, respectively, 
or any other Financing Document to which such Person is now or hereafter a 
party. Nothing in this Section 9.16 shall be construed so as to prevent the 
Lenders or the Administrative Agent from commencing any action, suit or 
proceeding with respect to the Borrower or causing legal papers to be served 
upon the Parent or the Sponsor for purposes of obtaining jurisdiction over the 
Borrower. Notwithstanding the foregoing limitation of liability, however, the 
Lenders shall have recourse to and do not waive any rights to pursue the Sponsor 
and any of its Subsidiaries in connection with: 
 
         (a)      for their fraud, material misrepresentation, or gross 
                  negligence in connection with this Agreement or any other 
                  Financing Document; 
 
         (b)      for willful actions of any such Person that hinder or 
                  interfere with the Administrative Agent's or Lenders' rights 
                  in Project or diminish the value thereof as set forth in the 
                  Financing Documents or otherwise; 
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         (c)      for any breaches of warranty of title; 
 
         (d)      for the return of , or reimbursement for, (i) proceeds of 
                  insurance covering any portion of the Project or any property 
                  of the Borrower or (ii) proceeds of the sale or condemnation 
                  of any portion of the Project or other property of the 
                  Borrower, in either case, such proceeds that have been 
                  distributed in violation of Section 6.06; 
 
         (e)      for the return of, or reimbursement for, all personal property 
                  taken from the Borrower by or on behalf of any such Person in 
                  violation of Section 6.06; 
 
         (f)      for all court costs and all attorney's fees incurred by the 
                  Administrative Agent or the Lenders in enforcing the 
                  obligations set forth in this Section 9.16 against any such 
                  Person; and 
 
         (g)      for use of the proceeds of any of the Loans in any manner 
                  other than as permitted under Section 5.08. 
 
 
                    [Signature Pages Begin on the Next Page] 
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                  IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be duly executed by their respective authorized officers as of the 
day and year first above written. 
 
                                          ARGO, L.L.C., 
 
 
 
                                          By /s/ JAMES LYTAC 
                                             -------------------------------- 
                                             Name:  James Lytac 
                                             Title: President 
 
 
                    [Signature Page to Credit Agreement - 1] 
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                                          THE CHASE MANHATTAN BANK, individually 
                                          and as Administrative Agent, 
 
 
 
                                          By /s/ STEVEN WOOD 
                                             -------------------------------- 
                                             Name:  Steven Wood 
                                             Title: Vice President 
 
 
                    [Signature Page to Credit Agreement - 2] 
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                                          FIRST UNION NATIONAL BANK, 
                                          individually and as Syndication Agent 
 
 
 
                                          By /s/ ROBERT R. WETTEROFF 
                                             -------------------------------- 
                                             Name:  Robert R. Wetteroff 
                                             Title: Senior Vice President 
 
 
                    [Signature Page to Credit Agreement - 3] 
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                                          BANK ONE, NA, (Main Office Chicago), 
                                          individually and as Documentation 
                                          Agent 
 
 
 
                                          By /s/ KENNETH J. FATUR 
                                             -------------------------------- 
                                             Name: Kenneth J. Fatur 
                                             Title: Vice President 
 
 
                    [Signature Page to Credit Agreement - 4] 
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                                          THE BANK OF NOVA SCOTIA 
 
 
 
                                          By /s/ F.C.R. ASHBY 
                                             -------------------------------- 
                                             Name: F.C.R. Ashby 
                                             Title: Senior Manager Loan 
                                                    Operations 
 
                    [Signature Page to Credit Agreement - 5] 
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                                          BANK OF SCOTLAND 
 
 
 
                                          By /s/ JOSEPH FRATUS 
                                             -------------------------------- 
                                             Name: Joseph Fratus 
                                             Title: Vice President 
 
                    [Signature Page to Credit Agreement - 6] 
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                                          FORTIS CAPITAL CORP. 
 
 
 
                                          By /s/ DARRELL W. HOLLEY 
                                             -------------------------------- 
                                             Name: Darrell W. Holley 
                                             Title: Managing Director 
 
 
                                          By /s/ DEIRDRE SANBORN 
                                             -------------------------------- 
                                             Name: Deirdre Sanborn 
                                             Title: Vice President 
 
 
                    [Signature Page to Credit Agreement - 7] 
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                                          CREDIT AGRICOLE INDOSUEZ 
 
 
 
                                          By /s/ PATRICK COCQUERAL 
                                             -------------------------------- 
                                             Name: Patrick Cocqueral 
                                             Title: FVP, Managing Director 
 
 
                                          By /s/ MICHAEL D. WILLIS 
                                             -------------------------------- 
                                             Name: Michael D. Willis 
                                             Title: VP, Credit Analysis 
 
 
                    [Signature Page to Credit Agreement - 8] 
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                                    EXHIBIT A 
 
                                    [FORM OF] 
 
                            ASSIGNMENT AND ACCEPTANCE 
 
                  Reference is made to the Credit Agreement dated as of August 
23, 2000 (as amended and in effect on the date hereof, the "Credit Agreement"), 
among Argo, L.L.C., the Lenders named therein and The Chase Manhattan Bank, as 
Administrative Agent for the Lenders. Terms defined in the Credit Agreement are 
used herein with the same meanings. 
 
                  The Assignor named on the reverse hereof hereby sells and 
assigns, without recourse, to the Assignee named on the reverse hereof, and the 
Assignee hereby purchases and assumes, without recourse, from the Assignor, 
effective as of the Assignment Date set forth on the reverse hereof, the 
interests set forth on the reverse hereof (the "Assigned Interest") in the 
Assignor's rights and obligations under the Credit Agreement, including, without 
limitation, the interests set forth on the reverse hereof in the Construction 
Loan Commitment of the Assignor on the Assignment Date and Loans owing to the 
Assignor which are outstanding on the Assignment Date, but excluding accrued 
interest and fees to and excluding the Assignment Date. The Assignee hereby 
acknowledges receipt of a copy of the Credit Agreement. From and after the 
Assignment Date (i) the Assignee shall be a party to and be bound by the 
provisions of the Credit Agreement and, to the extent of the Assigned Interest, 
have the rights and obligations of a Lender thereunder and (ii) the Assignor 
shall, to the extent of the Assigned Interest, relinquish its rights and be 
released from its obligations under the Credit Agreement. 
 
                  This Assignment and Acceptance is being delivered to the 
Administrative Agent together with (i) if the Assignee is a Foreign Lender, any 
documentation required to be delivered by the Assignee pursuant to Section 
2.16(e) of the Credit Agreement, duly completed and executed by the Assignee, 
and (ii) if the Assignee is not already a Lender under the Credit Agreement, an 
Administrative Questionnaire in the form supplied by the Administrative Agent, 
duly completed by the Assignee. The Assignee/Assignor] shall pay the fee payable 
to the Administrative Agent pursuant to Section 9.04(b) of the Credit Agreement. 
 
                  This Assignment and Acceptance shall be governed by and 
construed in accordance with the laws of the State of New York. 
 
Date of Assignment: 
Legal Name of Assignor: 
Legal Name of Assignee: 
Assignee's Address for Notices: 
Effective Date of Assignment 
("Assignment Date"): 
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                                                                         Applicable Percentage 
                                                                         Assigned of Loans/ 
                                                                         Construction Loan 
                                                                         Commitment (set forth, to at 
                                                                         least 8 decimals, as a 
                                                                         percentage of the Facility and 
                                                                         the aggregate Construction 
                                       Principal Amount                  Loan Commitments of all 
Facility                               Assigned                          Lenders thereunder) 
- --------                               --------                          ------------------------------ 
                                                                    
Construction Loan                      $                                                             % 
Commitment Assigned: 
Construction Loans: 
Term Loans: 
 
 
The terms set forth above and on the reverse side hereof are hereby agreed to: 
 
                                        [Name of Assignor]   , as Assignor 
 
 
                                        By: 
                                            --------------------------------- 
                                                 Name: 
                                                 Title: 
 
 
                                        [Name of Assignee]   , as Assignee 
 
 
                                        By: 
                                            --------------------------------- 
                                                 Name: 
                                                 Title: 
 
The undersigned hereby consent to the within assignment:(1) 
 
 
Argo, L.L.C.,                                   The Chase Manhattan Bank, 
                                                as Administrative Agent, 
 
 
By:                                             By: 
   -----------------------------                   ---------------------------- 
         Name:                                            Name: 
         Title:                                           Title: 
 
- ------------ 
 
         (1) Consents to be included to the extent required by Section 9.04(b) 
of the Credit Agreement. 
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                                   EXHIBIT B-1 
 
                                    [FORM OF] 
 
                OPINION OF AKIN GUMP STRAUSS HAUER & FELD, L.L.P 
 
                                 August 23, 2000 
 
 
The Chase Manhattan Bank, 
   as Administrative Agent for the Lenders 
   and the Lenders party to the Credit Agreement 
One Chase Manhattan Plaza 
8th Floor 
New York, New York  10081 
 
Ladies and Gentlemen: 
 
         We have acted as counsel for Argo L.L.C., a Delaware limited liability 
company (the "Borrower"), and the other Borrower Parties (each herein defined) 
in connection with the execution and negotiation of (i) the Credit Agreement, 
dated as of even date herewith (the "Credit Agreement"), by and among the 
Borrower, The Chase Manhattan Bank, as administrative agent for the Lenders (in 
such capacity, the "Agent"), and the Lenders party thereto (the "Lenders"), (ii) 
the Guarantee and Collateral Agreement, dated as of even date herewith (the 
"Guarantee and Collateral Agreement"), by and among the Borrower, the Agent, and 
the Lenders, (iii) the Pledge and Security Agreement (the "Pledge Agreement"), 
dated as of even date herewith, by and between Argo I L.L.C. ("Argo I") and the 
Agent, acting on behalf of the Lenders, and (iv) the Sponsor Agreement (the 
"Sponsor Agreement"), dated as of even date herewith, by and between El Paso 
Energy Partners, L.P. (the "Sponsor") and the Agent, acting on behalf of the 
Lenders. This opinion ("Opinion") is delivered to you in connection with and 
pursuant to Section 4.01(b)(i) of the Credit Agreement. Undefined capitalized 
terms are defined in the Credit Agreement. 
 
A.       Documents Examined. 
 
                  In preparing this opinion, we have examined: 
 
         (1)      A copy of the Credit Agreement; 
 
         (2)      A copy of the Guarantee and Collateral Agreement; 
 
         (3)      A copy of the Pledge Agreement; 
 
         (4)      A copy of the Sponsor Agreement; 
 
         (5)      A copy of the Consent and Agreement dated as of August 23, 
                  2000 by and among El Paso Production GOM Inc. ("El Paso 
                  Production"), the Borrower and the Administrative Agent; 
 
         (6)      A copy of the Consent and Agreement dated as of August 23, 
                  2000 by and among MODEC International LLC, the Borrower and 
                  the Administrative Agent; 
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         (7)      A copy of the Consent and Agreement dated as of August 23, 
                  2000 by and among Omega Services Industries, Inc., the 
                  Borrower and the Administrative Agent; 
 
         (8)      A copy of the Consent and Agreement dated as of August 23, 
                  2000 by and among Allseas Construction Contractors, S.A., the 
                  Borrower and the Administrative Agent; 
 
         (9)      A copy of the Consent and Agreement dated as of August 23, 
                  2000 by and among El Paso Energy Corporation ("EPEC"), the 
                  Borrower and the Administrative Agent; 
 
         (10)     A copy of the LLC Agreement; 
 
         (11)     A copy of the Assignment and Assumption Agreement between 
                  Delos Offshore Company, L.L.C. and the Borrower; 
 
         (12)     A copy of the Processing Agreement; 
 
         (13)     A copy of the Performance Guaranty from EPEC to the Borrower 
                  guaranteeing the performance by El Paso Production under the 
                  Processing Agreement; 
 
         (14)     Copies of financing statements executed by certain of the 
                  Borrower Parties for filing in the Offices of the Secretary of 
                  State of Texas, Delaware and Louisiana (the "Financing 
                  Statements"); 
 
         (15)     Certificate(s) of the Borrower, Argo I, and Argo II L.L.C. 
                  ("Argo II") (collectively, the Borrower and Argo I are the 
                  "Borrower Parties"), dated as of even date herewith, 
                  certifying (a) that the representations and warranties made by 
                  each of the Borrower Parties contained in each Transaction 
                  Document (herein defined) to which any Borrower Party is a 
                  party and in each document and certificate or other writing 
                  delivered pursuant thereto are true and correct and (b) 
                  certain other matters; 
 
         (16)     Certificate(s) of the Sponsor, dated as of even date herewith, 
                  certifying (a) that the representations and warranties made by 
                  the Sponsor contained in each Transaction Document to which it 
                  is a party and in each document and certificate or other 
                  writing delivered pursuant thereto are true and correct and 
                  (b) certain other matters; 
 
         (17)     Certificate(s) of El Paso Production, dated as of even date 
                  herewith, certifying (a) as to incumbency and (b) certain 
                  other matters; 
 
         (18)     Certificate(s) of EPEC, dated as of even date herewith, 
                  certifying (a) as to incumbency and (b) certain other matters; 
 
         (19)     Certificate(s) of Delos, dated as of even date herewith, 
                  certifying (a) as to incumbency and (b) certain other matters; 
 
         (20)     Certificate(s) of Existence and Good Standing of the Borrower 
                  from the Secretary of State of the State of Delaware dated 
                  August 15, 2000; 
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         (21)     Certificate of Existence and Good Standing of Argo I from the 
                  Secretary of State of the State of Delaware dated August 15, 
                  2000; 
 
         (22)     Certificate of Existence and Good Standing of Argo II from the 
                  Secretary of State of the State of Delaware dated August 15, 
                  2000; 
 
         (23)     Certificate of Existence and Good Standing of the Sponsor from 
                  the Secretary of State of the State of Delaware dated August 
                  15, 2000; 
 
         (24)     Certificate of Registration as a foreign limited partnership 
                  of the Sponsor certified August 18, 2000 by the Secretary of 
                  State of the State of Texas; 
 
         (25)     Certificate of Authority as a foreign limited liability 
                  company of the Borrower certified August 21, 2000 by the 
                  Secretary of State of the State of Texas; 
 
         (26)     Certificate of Authority as a foreign limited liability 
                  company of the Borrower certified August 16, 2000 by the 
                  Secretary of State of the State of Louisiana; 
 
         (27)     Certificate of Existence and Good Standing of Borrower 
                  certified August 16, 2000 by the Secretary of State of the 
                  State of Texas; 
 
         (28)     Certificate of Existence and Good Standing of EPEC from the 
                  Secretary of State of the State of Delaware dated August 21, 
                  2000; 
 
         (29)     Certificate of Authority as a foreign corporation of EPEC 
                  certified August 17, 2000 by the Secretary of State of the 
                  State of Texas; 
 
         (30)     Certificate of Existence and Good Standing of EPEC certified 
                  August 18, 2000 by the Secretary of State of the State of 
                  Texas; 
 
         (31)     Certificate of Existence and Good Standing of El Paso 
                  Production from the Secretary of State of the State of 
                  Delaware dated August 15, 2000; and 
 
         (32)     Certificate of Existence and Good Standing of Delos from the 
                  Secretary of State of the State of Delaware dated August 21, 
                  2000. 
 
                           The documents referred to in A.(1) through A.(3) are 
                  referred to herein as the "Loan Documents" and, together with 
                  the documents referred to in A.(4) through A.(13), the 
                  "Transaction Documents." The Loan Documents, together with the 
                  Sponsor Agreement, are the "Enforceability Documents." The 
                  Borrower Parties, together with the Sponsor, are the "Opinion 
                  Parties." 
 
                           In rendering the opinions expressed below, we have 
                  examined the originals or photostatic, certified or conformed 
                  copies of all such agreements and certificates of public 
                  officials and such other documents and records and such 
                  matters of law as we have deemed necessary or appropriate as a 
                  basis for the opinions hereinafter expressed. 
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B.       Opinions. Based upon and subject to the comments, assumptions, 
         limitations, qualifications, and exceptions hereinafter set forth we 
         are of the opinion that: 
 
         (1)      Each of the Borrower Parties is validly existing as a limited 
                  liability company, in good standing under the laws of the 
                  State of Delaware. Argo is duly qualified and is in good 
                  standing as a foreign limited liability company in Texas. The 
                  Sponsor is validly existing as a limited partnership, in good 
                  standing under the laws of the State of Delaware and is 
                  registered as a foreign limited partnership under the laws of 
                  the State of Texas. 
 
         (2)      Each Borrower Party has the limited liability company power 
                  and authority to execute and deliver each Loan Document and 
                  Financing Statement to which it is a party and to perform its 
                  obligations under each such Loan Document. Each Loan Document 
                  and Financing Statement has been duly authorized by all 
                  necessary limited liability company action on the part of each 
                  Borrower Party which is a party thereto. The Sponsor has the 
                  limited partnership power and authority to execute, deliver 
                  and perform its obligations under the Sponsor Agreement. The 
                  Sponsor Agreement has been duly authorized by all necessary 
                  limited partnership action. 
 
         (3)      Each Loan Document has been duly executed and delivered by 
                  each Borrower Party which is a party thereto, and the Sponsor 
                  Agreement has been duly executed and delivered by the Sponsor. 
 
         (4)      Each Enforceability Document constitutes the valid and binding 
                  obligation of each Opinion Party which is a party thereto 
                  enforceable against such Opinion Party in accordance with its 
                  terms. 
 
         (5)      To our knowledge, except as disclosed in the Loan Documents, 
                  there is no action, suit or proceeding at law or in equity or 
                  by or before any governmental or regulatory authority or 
                  agency, now pending or threatened, against any Borrower Party 
                  or the Sponsor (a) with respect to the Loan Documents or the 
                  Sponsor Agreement or any of the transactions contemplated 
                  thereby or (b) which, if adversely determined, would have a 
                  material adverse effect on the Borrower Parties, taken as a 
                  whole, or the Sponsor, as applicable. 
 
         (6)      The execution, delivery and performance by each Opinion Party 
                  of their respective obligations under each Loan Document and 
                  the Sponsor Agreement do not and will not (i) contravene or 
                  violate any Texas, New York or federal laws, (ii) to our 
                  knowledge, result in a violation of any order, judgment, 
                  decree, rule, injunction or permit applicable to or binding 
                  upon such Opinion Party, as applicable, except such 
                  contraventions or violations which would not have a material 
                  adverse effect on any Opinion Party or (iii) breach or result 
                  in a default under any agreement or instrument listed on 
                  Exhibit "B" hereto. 
 
         (7)      The Guarantee and Collateral Agreement and the Pledge 
                  Agreement create a legal, valid and enforceable security 
                  interest in favor of the Agent in the Borrower Parties' right, 
                  title and interest in the collateral constituting accounts, 
                  general intangibles, documents, instruments and chattel paper 
                  (as such terms are defined in the Uniform Commercial Code (the 
                  "UCC") in effect in the States of New York (the "New York 
                  UCC") and Texas (the "Texas UCC") as security for the 
                  obligations being secured thereby (to the extent such 
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                  accounts, general intangibles, documents, instruments and 
                  chattel paper include collateral security of a type to which 
                  the Texas UCC or New York UCC are applicable) (the 
                  "Collateral"). 
 
         (8)      The Texas and New York Financing Statements are in appropriate 
                  form and, when filed with the Secretaries of State of Texas 
                  and New York (which are the only offices under the Texas UCC 
                  and the New York UCC, respectively, to perfect the security 
                  interest in the Collateral for which perfection may be 
                  accomplished by filing a financing statement (the "Filing 
                  Collateral")), will result in the perfection of the security 
                  interest in such Filing Collateral except as hereinafter set 
                  forth: 
 
                           (i)      in the case of Collateral consisting of 
                                    instruments (as such term is defined in 
                                    Articles 8 and 9 of the Texas UCC and the 
                                    New York UCC) not constituting part of 
                                    chattel paper (as such term is defined in 
                                    Articles 8 and 9 of the Texas UCC and the 
                                    New York UCC), the Lenders' security 
                                    interest therein will not be perfected by 
                                    the filing of the Financing Statements but 
                                    will be perfected if possession thereof is 
                                    obtained and maintained in accordance with 
                                    the provisions of Article 9 of the Texas UCC 
                                    and the New York UCC; 
 
                           (ii)     in the case of Collateral consisting of 
                                    non-identifiable cash proceeds, continuation 
                                    of perfection of the security interest 
                                    therein is limited to the extent set forth 
                                    in Section 9.306 of the Texas UCC and 9-306 
                                    of the New York UCC; 
 
                           (iii)    in the case of Collateral in which a 
                                    security interest can be perfected by the 
                                    filing of appropriate financing statements, 
                                    Article 9 of the Texas UCC and the New York 
                                    UCC requires the filing of continuation 
                                    statements within the period of six months 
                                    prior to the expiration of five years from 
                                    the date of the original filing and the date 
                                    of filing of any continuation statement, to 
                                    maintain the effectiveness of the filings 
                                    referred to in this paragraph; 
 
                           (iv)     in the case of property which becomes 
                                    Collateral after the date hereof, Section 
                                    552 of the Federal Bankruptcy Code limits 
                                    the extent to which property acquired by a 
                                    debtor after commencement of a case under 
                                    the Federal Bankruptcy Code may be subject 
                                    to a security interest arising from a 
                                    security agreement entered into by the 
                                    debtor before the commencement of the case; 
                                    and 
 
                           (v)      we note that perfection of the Lenders' 
                                    security interest in "investment property" 
                                    (as defined in Section 9-115(1)(b) of the 
                                    New York UCC and in Section 9.115(a)(6) of 
                                    the Texas UCC) by filing pursuant to Section 
                                    9-115(4)(b) of the New York UCC and Section 
                                    9.302(a)(9) of the Texas UCC is inferior to 
                                    perfection by possession or "control" as 
                                    defined in Section 8-106 of the New York UCC 
                                    and Section 8.106 of the Texas UCC. 
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         (9)      We call your attention to the fact that the perfection of the 
                  above security interest will be terminated (i) as to any 
                  Filing Collateral acquired by the Borrower Parties, more than 
                  four months after the applicable Borrower Party changes its 
                  name or identity so as to make the Financing Statements 
                  seriously misleading, unless new appropriate financing 
                  statements indicating the new name or identity of the 
                  applicable Borrower Party are properly filed before the 
                  expiration of such four months and (ii) as to any Filing 
                  Collateral consisting of accounts and general intangibles 
                  (other than any accounts and general intangibles described in 
                  Section 9.103(e) of the Texas UCC), four months after a 
                  Borrower Party changes the location of its chief executive 
                  office to a new jurisdiction outside the State of Texas (or, 
                  if earlier, when perfection under the laws of the State of 
                  Texas would have ceased as set forth in Paragraph B.(8)(iii)), 
                  unless such security interest is perfected in such new 
                  jurisdiction before that termination. Continuation of 
                  perfection in any proceeds which are part of the property now 
                  or hereafter subject to a security interest or after- acquired 
                  property may, if such proceeds or after-acquired property 
                  consists of property of a type in which a perfected security 
                  interest cannot be obtained by filing a financing statement, 
                  require additional compliance with applicable provisions of 
                  the Texas UCC, other than the filing of financing statements, 
                  and we express no opinion as to the perfection and 
                  effectiveness of any security interest in any proceeds from 
                  the Filing Collateral initially subject to the security 
                  interest in favor of the Lenders or after-acquired property to 
                  the extent that the perfection or effectiveness depends on 
                  such additional compliance. 
 
         (10)     Except for any filings of the Financing Statements under the 
                  Texas UCC and New York UCC described in Paragraph B.(8), no 
                  approval, authorization or other action by, or filing with, 
                  any Texas, New York and/or federal governmental authority 
                  which has not been obtained, is required in connection with 
                  the execution and delivery of the Loan Documents or the 
                  Sponsor Agreement or the performance by the Borrower Parties 
                  or the Sponsor of their obligations thereunder except for (i) 
                  filings necessary to continue the perfection of liens, (ii) 
                  filings, consents or approvals required under any securities 
                  laws, rules or regulations for the exercise by the Agent of 
                  its rights and remedies under the Guarantee and Collateral 
                  Agreement or the Pledge Agreement (such as filing a 
                  registration statement), or (iii) routine limited liability 
                  company or partnership filings required to be made after the 
                  date hereof to maintain good standing and to maintain or renew 
                  licenses and permits or other routine business filings 
                  required by each of the Opinion Parties, and, in the case of 
                  the Sponsor, filings under the Securities Exchange Act of 
                  1934, as amended. 
 
         (11)     Possession in New York by the Agent for the benefit of the 
                  Lenders of the instruments, chattel paper or certificated 
                  securities (when securities are in "control" of the secured 
                  party) constituting Collateral under the Guarantee and 
                  Collateral Agreement or the Pledge Agreement will result in, 
                  with respect to such instruments and chattel paper, perfection 
                  of a first priority security interests, and, with respect to 
                  such certificated securities, a security interest in the 
                  pledged security free of adverse claims, assuming that the 
                  Agent obtains possession in New York of such instruments, 
                  chattel paper and certificated securities (and the secured 
                  party maintains "control") in accordance with the provisions 
                  of the New York UCC and assuming that the Lenders do not have 
                  notice prior to or on the date of delivery of such Collateral 
                  of an adverse claim (as defined in Section 8-102(a)(1) of the 
                  New York UCC) or of circumstances described in Section 8-105 
                  of the New York UCC and assuming 
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                  continued possession (and "control" with respect to 
                  securities) in New York thereof by the Agent except as 
                  follows: 
 
                           (i)      such priority may be subject to claims or 
                                    liens in favor of the United States or any 
                                    agency or instrumentality thereof, 
                                    including, without limitation, liens for the 
                                    payment of federal, state or local taxes 
                                    which are given priority by operation of law 
                                    and liens under Title IV of ERISA; 
 
                           (ii)     such priority may be subject to security 
                                    interests in favor of other Persons that 
                                    exist pursuant to Section 9-304 of the New 
                                    York UCC, if within 21 days prior to the 
                                    date of delivery of any such instrument, 
                                    chattel paper or certificated security to 
                                    the Agent, the applicable Borrower Party 
                                    shall have signed in favor of any Person 
                                    other than the Lenders a security agreement 
                                    which contains a description of such 
                                    instrument, chattel paper or certificated 
                                    security and shall have received new value 
                                    therefor from such Person; and 
 
                           (iii)    we express no opinion as to the priority of 
                                    the security interests in such instrument or 
                                    chattel paper as against any lien creditor 
                                    (as such term is defined in the New York 
                                    UCC) to the extent that the security 
                                    interests therein purport to secure any 
                                    advances or other extensions of credit other 
                                    than obligations incurred pursuant to 
                                    existing commitments under the Loan 
                                    Documents. 
 
         (12)     In a properly presented case, a Texas court, or a federal 
                  court sitting in the State of Texas and applying Texas choice 
                  of law principles, should uphold the choice of the laws (other 
                  than the conflict of law rules) of the State of New York to 
                  govern the Loan Documents. 
 
         (13)     None of the Borrower Parties is an "investment company" within 
                  the meaning of the Investment Company Act of 1940, as amended. 
 
         (14)     None of the Borrower Parties is a "holding company," a 
                  "subsidiary company," or an affiliate of a "subsidiary 
                  company" or a "holding company" or a "public utility" in each 
                  case as such term is defined in the Public Utility Holding 
                  Company Act of 1935, as amended. 
 
C.       Comments, Assumptions, Limitations, Qualifications and Exceptions. The 
         foregoing opinions are subject to the following comments, assumptions, 
         limitations, qualifications, and exceptions: 
 
         (1)      This law firm is a registered limited liability partnership 
                  organized under the laws of the State of Texas. We have made 
                  no investigation or review of any matters relating to the 
                  Borrower other than as expressly listed above. Our opinions 
                  herein are limited to the Included Laws (herein defined) and 
                  we express no opinion herein as to any other laws. For 
                  purposes of this opinion letter, the term "Included Laws" 
                  means, to the extent they are normally (in our experience) 
                  applicable to transactions of the type contemplated by the 
                  Transaction Documents, (i) the laws, rules and regulations of 
                  the States of Texas and New York and the federal laws, rules 
                  and regulations of the United States of America and (ii) a 
                  review of the Revised Limited Partnership Act and Limited 
                  Liability Company Law of the State of 
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                  Delaware; provided that such term specifically excludes laws, 
                  statutes, judicial and administrative decisions, and the rules 
                  and regulations (i) of any counties, cities, towns, 
                  municipalities and special political subdivisions and any 
                  agencies thereof, or (ii) relating to securities issues, 
                  environmental issues, land use issues, taxes and intellectual 
                  property rights. 
 
         (2)      In rendering the opinions set forth above, we have assumed (a) 
                  the genuineness of all signatures other than those of each 
                  Opinion Party (or applicable representative), the authenticity 
                  of all Transaction Documents submitted to us as originals, the 
                  conformity to original Transaction Documents of all documents 
                  submitted to us as certified or photostatic copies thereof, 
                  and the authenticity of the originals of such certified or 
                  photostatic copies; (b) the due authorization, execution, and 
                  delivery of all agreements and Transaction Documents by all 
                  parties thereto other than the Opinion Parties; (c) the legal 
                  right and power of all parties other than the Opinion Parties 
                  under all applicable laws and regulations to enter into, 
                  execute and deliver all agreements and Transaction Documents; 
                  (d) the requisite power and authority of all parties other 
                  than the Opinion Parties to enter into the Transaction 
                  Documents and other documents covered hereby and to consummate 
                  the transactions contemplated thereby; (e) that the 
                  Transaction Documents and other documents covered hereby 
                  constitute valid and binding obligations of all parties other 
                  than the Opinion Parties, enforceable against such parties, in 
                  accordance with their respective terms; (f) that no fraud or 
                  dishonesty exists with respect to any of the matters relevant 
                  to our opinions; (g) the absence of any requirement of 
                  consent, approval, or authorization by any Person or by any 
                  governmental authority with respect to any Parties other than 
                  the Opinion Parties which has not been obtained; (h) the 
                  mental competency of all individuals executing the Transaction 
                  Documents and other documents covered hereby; (i) the proceeds 
                  of any loans were used in accordance with the terms thereof; 
                  (j) with respect to Paragraph B.(11), the initial delivery of 
                  all instruments, chattel paper or certificated securities 
                  constituting Collateral will be made in New York; (k) there 
                  exists only one copy of any chattel paper constituting 
                  Collateral and (l) with respect to the certificated securities 
                  described in Paragraph B.(11), the Guarantee and Collateral 
                  Agreement and the Pledge Agreement have resulted in the 
                  secured party (including any agent or bailee thereof) having 
                  "control" as such term is defined in Sections 8-106 and 
                  9-115(2)(e) of the New York UCC and corresponding provisions 
                  of the Texas UCC, as applicable, and such certificates have 
                  been duly endorsed in blank or in the name of the secured 
                  party. 
 
         (3)      The enforceability of the Enforceability Documents may be 
                  limited by and subject to (a) applicable liquidation, 
                  conservatorship, bankruptcy, insolvency, reorganization, 
                  fraudulent transfer or conveyance, moratorium or other similar 
                  laws affecting creditors' rights from time to time in effect; 
                  (b) general principles of equity (regardless of whether 
                  applied in a proceeding in equity or at law), including 
                  commercial reasonableness and conscionability; (c) the power 
                  of the courts to award damages in lieu of equitable remedies; 
                  (d) the qualification that certain provisions of the 
                  Enforceability Documents may not be enforceable in whole or in 
                  part under the laws of the States of Texas or New York or the 
                  United States, but the inclusion of such provisions does not 
                  affect the validity of the security interests and liens 
                  granted by the Guarantee and Collateral Agreement or the 
                  Pledge Agreement, and the Guarantee and Collateral Agreement 
                  and the Pledge Agreement contain adequate provisions for 
                  enforcing payment of the obligations thereunder, and for the 
                  practical realization of the rights and benefits afforded 
                  thereby, except for the economic consequences of any judicial, 
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                  administrative or other delay or procedure which may be 
                  imposed by applicable federal and state law, rules, 
                  regulations and court decisions and by constitutional 
                  requirements in and of the States of Texas, New York and the 
                  United States; and (e) the limitation that the right to 
                  indemnification and contribution contained in the 
                  Enforceability Documents may be limited by federal or state 
                  laws or the policies underlying such laws. 
 
         (4)      We express no opinion as to the enforceability of any 
                  provisions contained in the Enforceability Documents 
                  purporting to (i) allow the acceleration of the maturity of 
                  any indebtedness, the institution of foreclosure proceedings 
                  or the exercise of any other rights without notice to the 
                  Opinion Parties, or any other signatory party thereto or bound 
                  thereby, including the notice of intent to accelerate and 
                  notice of such acceleration; (ii) provide for specific 
                  performance; (iii) allow the Agent or any other secured party 
                  to treat any portion of the applicable Collateral as if such 
                  secured party owned it prior to foreclosure, including 
                  exercising voting and consensual rights with regard to the 
                  interests pledged pursuant to the Guarantee and Collateral 
                  Agreement and the Pledge Agreement pledged to such secured 
                  party prior to such secured party foreclosing on such pledged 
                  interests; (iv) grant by any Opinion Party of an irrevocable 
                  power of attorney or agency; (v) restrict access to legal or 
                  equitable remedies (including, without limitation, proper 
                  jurisdiction, venue and forum non-conveniens and the right to 
                  claim or recover special, exemplary, indirect, punitive, or 
                  consequential damages); (vi) covenant to take actions, the 
                  taking of which are discretionary with or subject to the 
                  approval of a third party or which are otherwise subject to a 
                  contingency, the fulfillment of which is not within the 
                  control of the party so covenanting (vii) relate to delay or 
                  failure by any Lender or any other party to exercise any 
                  right, remedy, or option under the Enforceability Documents 
                  not operating as a waiver; (viii) establish evidentiary 
                  standards; (ix) set off against any Opinion Party's accounts, 
                  any amounts belonging to a third party or otherwise held in a 
                  fiduciary capacity; (x) submit the parties to the jurisdiction 
                  of the courts of New York property that is not located in the 
                  State of New York; (xi) retain liability against any debtor 
                  for a deficiency after foreclosures to the extent that such 
                  foreclosures are not conducted in accordance with applicable 
                  laws; (xii) provide that a specific number of days constitutes 
                  reasonable notice under the New York UCC or Texas UCC; (xiii) 
                  permit the Agent or any other party to sell, lease, or assign 
                  any Collateral, or any other collateral for credit without 
                  assuming any credit risk therefor or to retain cash proceeds 
                  received upon the realization of any of the Collateral or any 
                  other collateral as collateral for any obligation rather than 
                  applying such cash proceeds to the obligations secured 
                  thereby; (xiv) establish, as to third parties, nonculpability 
                  for actions taken by a lienholder; (xv) preserve and maintain 
                  the liability of an Opinion Party other than the Borrower 
                  despite the fact that the guaranteed debt is unenforceable due 
                  to illegality or the fact that the Lenders have voluntarily 
                  released the primary obligor's liability on the guaranteed 
                  debt or the fact that any Collateral securing the guaranteed 
                  debt has been willfully, unreasonably, or unjustifiably 
                  impaired; (xvi) prohibit oral amendments to a waiver of 
                  provisions of such documents or limiting the effect of a 
                  course of dealing between the parties thereto; (xvii) provide 
                  for arbitration or other provisions concerning dispute 
                  resolution, including but not limited to the waiver of right 
                  to a jury trial; (xviii) relate to the recovery of liquidated 
                  damages; (xix) provide for the disclaimer of warranties; and 
                  (xx) authorize, in the Guarantee and Collateral Agreement, the 
                  Agent with a power of attorney or agency to file or record 
                  financing statements and other filing or recording documents 
                  or instruments with respect to the Collateral subject to the 
                  Guarantee and Collateral Agreement. 
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         (5)      We have not examined title to any of the Collateral or any 
                  other collateral and express no opinion as to title. We have 
                  further assumed that (i) each applicable Borrower Party owns 
                  or has rights in the Collateral, (ii) some or all of the 
                  proceeds of the loans have been advanced to the Borrower, 
                  (iii) the Agent, when and if acquired, will maintain 
                  possession (and "control" with respect to securities) in New 
                  York or Texas, as applicable, or other appropriate location of 
                  all the items of the Collateral and any other collateral which 
                  may be perfected only by the secured party's taking possession 
                  thereof, including, without limitation, instruments, chattel 
                  paper and securities and money, (iv) that all documents and 
                  instruments constituting part of the Collateral are and will 
                  be located in the States of New York and Texas for all periods 
                  of time pertinent to our opinion, and (v) the counterparties 
                  to the Transaction Documents have relied upon the 
                  representations and warranties and certain agreements of the 
                  other parties thereto in making the loans and other agreements 
                  contained therein. 
 
         (6)      We express no opinion as to: 
 
                  (a)      the priority of any security interest sought to be 
                           created in any of the Collateral or any other 
                           collateral other than the priority opinions expressed 
                           in Paragraph B.(11); 
 
                  (b)      the validity or perfection of any security interest 
                           sought to be created in any of the Collateral or any 
                           other collateral consisting of items which are 
                           subject to a certificate of title statute; 
 
                  (c)      the perfection of any security interest sought to be 
                           created in any interest in or claim in or under any 
                           policy of insurance (except as such may be proceeds); 
 
                  (d)      the validity or perfection of any security interest 
                           sought to be created in deposit accounts or any 
                           property interests which are excluded from the 
                           coverage of Articles 8 or 9 of the Texas UCC, or any 
                           accounts receivable to the extent that they are 
                           subject to the Federal Assignment of Claims Act; 
 
                  (e)      the perfection of any security interest in any of the 
                           Collateral or any other collateral which consists of 
                           causes of action, choses in action, consumer goods, 
                           equipment used in farming operations, farm products, 
                           crops, timber, minerals and the like or accounts 
                           resulting from the sale thereof, fixtures, letters of 
                           credit, patents, servicemarks, copyrights or 
                           trademarks; and 
 
                  (f)      the perfection of any security interest created by 
                           the Borrower in any of its Collateral (such as 
                           equipment or inventory in which the Borrower has 
                           rights located in the State of Louisiana or on the 
                           Outer Continental Shelf adjacent to the State of 
                           Louisiana, to the extent deemed within the State of 
                           Louisiana pursuant to federal and Louisiana law, 
                           other than mobile goods of a type normally used in 
                           more than one jurisdiction) in favor of the Agent. 
 
         (7)      We wish to point out that Section 9-103 of the New York UCC 
                  and Section 9.103 of the Texas UCC provides certain rules for 
                  the perfection of security interests and the effect of 
                  perfection or non-perfection of security interests in multiple 
                  state transactions and will affect 
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                  the enforceability of any choice of law provisions included in 
                  the Guarantee and Collateral Agreement and the Pledge 
                  Agreement as well as the perfection and the effect of 
                  perfection or non-perfection of security interests created 
                  thereunder. To the extent that the express choice of law 
                  provisions of the Transaction Documents provide otherwise, 
                  such provisions are unenforceable. 
 
         (8)      In rendering the opinions set forth in Paragraphs B.(1), B.(5) 
                  and B.(6), the scope of our review has been limited to a 
                  review of those instruments and matters described in A.(4) 
                  through A.(32) and Exhibit "B", as material to the parties 
                  named therein. The phrase "to our knowledge" and similar 
                  phrases or terms as used herein mean that in the course of our 
                  review of instruments so certified no facts or circumstances 
                  have come to the conscious awareness of attorneys regularly 
                  practicing in the Houston office of this law firm that lead us 
                  to believe otherwise than the particular opinion we are 
                  expressing. Although we have not and cannot make an 
                  independent evaluation as to the materiality of the effect of 
                  any litigation, we have set forth on Exhibit "A" a list of all 
                  litigation pending against the Borrower Parties, of which we 
                  are aware for our review. We further advise you that we have 
                  not undertaken any outside or additional investigation and, 
                  accordingly, the statements and opinions expressed herein are 
                  based solely upon information which is believed, but not 
                  guaranteed, to be accurate and our statements and opinions are 
                  subject to change or modification in the event there is 
                  additional material information not known to us. 
 
         (9)      We note that the Borrower Parties have represented and 
                  warranted that their chief executive officers are located in 
                  the State of Texas and, with your consent, we have assumed 
                  that such is the case. 
 
         (10)     In rendering our opinion in Paragraph B.(14), with your 
                  consent we have relied without independent investigation upon 
                  (a) the certificates listed in Paragraphs A.(15) and A.(16) 
                  and (b) the opinion delivered to you, dated even date 
                  herewith, of Gregory W. Jones of El Paso Energy Corporation 
                  relating to such matters. 
 
         (11)     With respect to the Enforceability Documents and our opinions 
                  set forth in Section B insofar as they deal with 
                  enforceability of the choice of New York law provisions in the 
                  Enforceability Documents, we understand that the following 
                  facts are true and complete: (a) payment will be made under 
                  the Credit Agreement in New York; (b) the parties have elected 
                  and agreed that the Transaction Documents will be governed by 
                  the laws of the State of New York, except as expressly stated 
                  therein; (c) each of the Agent's chief executive office and 
                  principal office is in New York; and (d) the Agent and all or 
                  substantially all of the Lenders maintain a representative 
                  office in New York. 
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         (12)     In addition to the foregoing qualifications, our opinions 
                  expressed above are based on, and qualified by, the following 
                  analysis of Texas law relating to the effectiveness of a 
                  choice of law as between contracting parties: 
 
                  The State of Texas has enacted Section 35.51 ("Section 35.51") 
                  of the Texas Business and Commerce Code (the "TBCC"), 
                  effective as of September 1, 1993. We have assumed the 
                  constitutionality of Section 35.51. Based on the facts set 
                  forth above in the Paragraph C.(11), we are of the opinion 
                  that a court applying Texas conflict of law rules in a 
                  properly presented and argued cause would find that the 
                  transactions contemplated by the Enforceability Documents 
                  constitute a "Qualified Transaction" as such term is defined 
                  in Section 35.51(a)(2) (the "Transactions"). In addition, in 
                  reliance upon such facts and the criteria set forth in Section 
                  35.51(d), we are of the opinion that the Transactions bears a 
                  "reasonable relation" to New York, which is the jurisdiction 
                  whose law has been chosen to govern certain issues in the 
                  Enforceability Documents. Accordingly, we believe that a court 
                  applying Texas conflict of laws rules in a properly presented 
                  and argued case would give effect to the express choice of law 
                  provisions contained in the Enforceability Documents, other 
                  than the conflicts of laws rules of such jurisdiction. The 
                  ability of the parties to choose the applicable law pursuant 
                  to Section 35.51(b) may be affected by the provisions of 
                  Section 35.51(e). The applicability of Section 35.51(b) may be 
                  affected by the provisions of Section 35.51(f)(4). Our 
                  opinions in Paragraph B.(4) do not cover any matters excluded 
                  from the applicability of Section 35.51(b) by the operation of 
                  Section 35.51(f)(4). In that regard, Section 1.105(b) of the 
                  TBCC provides that the applicable law with respect to certain 
                  matters under the TBCC will be determined by rules set forth 
                  in sections of the TBCC other than Section 35.51, and Section 
                  35.51(f)(4) recognizes that such other sections control the 
                  choice of law in such cases. Chapters 1.B through 1.H of the 
                  Texas Credit Code and Subtitle A of Title 4 of the Texas 
                  Finance Code, which statutes contain the applicable provisions 
                  setting the usury rates that would govern the transactions 
                  under the Enforceability Documents under Texas law if Texas 
                  law were applicable to such transaction (collectively, the 
                  "State Statute"), do not contain an express choice of law 
                  provision, and, therefore, in a properly presented and argued 
                  case, a Texas court would find that the State Statute is not a 
                  statute of the type described in Section 35.51(f)(4). We are 
                  unaware of any case holding that a particular statute is a 
                  statute of the type described in Section 35.51(f)(4). 
 
 
                          [Next Page is Signature Page] 
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         This letter and the matters addressed herein are as of the date hereof, 
and we undertake no, and hereby disclaim any, obligation to advise you of any 
change in any matter set forth herein occurring after the date hereof. This 
letter is solely for your benefit and the benefit of any Eligible Transferees 
and no other Persons shall be entitled to rely upon the opinions herein 
expressed. This letter is limited to the matters stated herein and no opinion is 
implied or may be inferred beyond the matters expressly stated. Without our 
prior written consent, this letter may not be quoted in whole or in part or 
otherwise referred to in any Transaction Document and may not be furnished to 
any other Person or entity. 
 
 
                         Very truly yours, 
 
 
 
 
 
                         AKIN, GUMP, STRAUSS, HAUER & FELD, L.L.P. 
 
 



   101 
 
 
                                                                               1 
 
 
 
 
                                    Exhibit A 
 
 
                                   Litigation 
 
 
 
 
 
 
 
                                      None. 
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                                    Exhibit B 
 
 
Platform Hull Construction Contract; 
 
Installation Agreement; 
 
Topside Construction Contract; 
 
Engineering Services Agreement; 
 
Pipeline Construction Contract; and 
 
Processing Agreement. 
 
 



   103 
 
 
                                                                               1 
 
 
 
                                   EXHIBIT B-2 
 
                                    [FORM OF] 
 
                        OPINION OF GREGORY W. JONES, ESQ. 
 
                           [El Paso Energy letterhead] 
 
                                 August 23, 2000 
 
To each of the Lenders, the Administrative Agent and the Arranger 
c/o The Chase Manhattan Bank, 
As Administrative Agent for the Lenders 
One Chase Manhattan Plaza 
New York, New York  10081 
 
Ladies and Gentlemen: 
 
         This opinion is furnished to you pursuant to Section 4.01(b) of the 
Credit Agreement dated as of August 23, 2000, (the "Credit Agreement"), among 
Argo, L.L.C., the banks and other financial institutions from time to time party 
thereto, The Chase Manhattan Bank, as Administrative Agent, and Chase Securities 
Inc., as Arranger. Unless the context otherwise requires, all capitalized terms 
used herein without definition shall have the meanings ascribed to them in the 
Credit Agreement. 
 
         I have acted as counsel for Argo, L.L.C., Argo I, L.L.C., Argo II, 
L.L.C., El Paso Energy Partners, L.P., El Paso Energy Corporation, El Paso 
Production GOM Inc., and El Paso Field Services Company (each an "El Paso 
Entity"). In rendering the opinions expressed below, I have examined the 
originals or photostatic, certified or conformed copies of all such agreements, 
certificates of public officials and such other documents and records of such 
matters of law as I deem necessary or appropriate as a basis for the opinions 
hereinafter expressed. 
 
         Based upon and subject to the comments, assumptions, limitations, 
qualifications, and exceptions hereinafter set forth, I am of the opinion that: 
No El Paso Entity is a "holding company" or a "subsidiary company" of a "holding 
company," or an "affiliate" of a "holding company" or a "subsidiary company" of 
a "holding company," or a "public utility" within the meaning of the Public 
Holding Utility Company Act of 1935, as amended. 
 
         I am admitted to practice in the States of Texas and Louisiana 
(inactive status). I hold myself out as an expert in the laws of the States of 
Texas and Louisiana and the federal laws of the United States, and I express no 
opinion herein as to the laws of any jurisdiction other than the States of Texas 
and Louisiana and the United States of America. The phrase "to my knowledge" as 
used herein means that no facts or circumstances have come to my conscious 
awareness that lead me to believe otherwise than the particular opinion I am 
expressing. 
 
         This letter and the matters addressed herein are as of the date hereof, 
and I undertake no, and hereby disclaim any, obligation to advise you of any 
change in any matter set forth herein occurring after the date 
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hereof. This letter is solely for your benefit and no other Person shall be 
entitled to rely upon the opinions herein expressed. This letter is limited to 
the matters stated herein and no opinion is implied or may be inferred beyond 
the matters expressly stated. Without my prior written consent, this letter may 
not be quoted in whole or in part or otherwise referred to any document and may 
not be furnished to any other Person or entity. 
 
                                          Very truly yours, 
 
 
                                          Gregory W. Jones 
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                                   EXHIBIT B-3 
 
                                    [FORM OF] 
 
                          OPINION OF PHELPS DUNBAR, LLP 
 
 
                                 August 23, 2000 
 
 
The Chase Manhattan Bank,                                               16914-1 
as Administrative Agent for the Lenders, 
and the Lenders party to the Credit Agreement 
One Chase Manhattan Plaza 
New York, NY 10081 
 
         Re:      El Paso Energy Partners, L.P./Argo, L.L.C. Credit Agreement 
 
Ladies and Gentlemen: 
 
         We have acted as special Louisiana counsel to Argo, L.L.C., a Delaware 
limited liability company ("Borrower"), for certain limited purposes in 
connection with the Credit Agreement dated as of August 23, 2000 among Borrower, 
the lenders party thereto (the "Lenders") and The Chase Manhattan Bank, as 
administrative agent for the Lenders (in such capacity, the "Agent"). 
 
         For purposes of this opinion letter, "State" means Louisiana. 
Capitalized terms used herein without definition shall have the respective 
meanings given them in the Credit Agreement. 
 
         In rendering the opinions set forth below, we have examined and have 
relied upon copies of the following executed documents (collectively, the 
"Credit Documents"): 
 
         (i)      the Guarantee and Collateral Agreement dated as of August 23, 
                  2000 (the "Security Agreement") by Borrower in favor of the 
                  Agent; 
 
         (ii)     one (1) Financing Statement by Borrower, as debtor, in favor 
                  of the Agent, as secured party, intended to be recorded with 
                  the uniform commercial code records of the Recorder of 
                  Mortgages in Orleans Parish, Louisiana or the Clerk of Court 
                  in any other parish (such records of the Recorder of Mortgages 
                  or any such Clerk of Court being a "Filing Office") (the 
                  "Financing Statement"); 
 
         (iii)    the Pledge and Security Agreement dated as of August 23, 2000 
                  (the "Pledge Agreement") by Argo I, L.L.C., a Delaware limited 
                  liability company ("Parent"), in favor of the Agent; 
 
         (iv)     the Sponsor Agreement dated as of August 23, 2000 (the 
                  "Sponsor Agreement") by El Paso Energy Partners, L.P., a 
                  Delaware limited partnership ("Sponsor"; Borrower, Parent and 
                  Sponsor are sometimes referred to as the "Loan Parties"), in 
                  favor of the Agent; and 
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         (v)      the Credit Agreement. 
 
The documents at items (i), (iii), (iv) and (v) are sometimes referred to as the 
"New York Credit Documents". The documents at items (i), (ii) and (iii) are 
sometimes referred to as the "Collateral Documents". 
 
         We also have reviewed such other instruments, documents and agreements 
and have made such other investigation as in our judgment we have deemed 
necessary or applicable to enable us to render the opinions expressed below. 
 
         As to questions of fact material to the opinions rendered herein, we 
have, when relevant facts were not independently established by us, relied upon 
representations and recitals in the Collateral Documents. 
 
         In rendering the opinions expressed herein, we have assumed, without 
independently verifying such assumptions, (a) the genuineness of all signatures 
on all of the Credit Documents, (b) the authenticity of all Credit Documents 
submitted to us as originals, (c) the conformity to originals of all Credit 
Documents submitted to us as copies, (d) that each Loan Party is a limited 
liability company, partnership or corporation duly organized, validly existing 
and in good standing under the laws of its state of formation, (e) that each 
Loan Party has the power and authority to execute, deliver and perform each of 
the Credit Documents to which it is a party and that the Credit Documents have 
been duly executed and delivered, (f) that the execution, delivery and 
performance by each Loan Party of its Credit Documents will not violate any 
state or federal law or regulation, (g) that each of the Credit Documents has 
been duly authorized by all necessary limited liability company, member, 
partnership, partner, corporate and shareholder action, as the case may be, for 
each Loan Party, (h) that the execution, delivery and performance of the Credit 
Documents by each Loan Party does not and will not conflict with or result in 
any breach or violation of any of the terms or provisions of any of such Loan 
Party's limited liability company, partnership or corporate documents or of any 
judgment, agreement, document or instrument to which such Loan Party is a party 
or by which it is bound, and (i) the due organization of each Lender and the 
Agent, the due authorization, execution and delivery of the respective Credit 
Documents by the Lenders and the Agent and that the Lenders and the Agent have 
full power and authority to execute, deliver and perform their respective 
obligations thereunder. We have further assumed that there are no documents or 
agreements among the Agent, the Lenders, the Loan Parties and any other parties 
to the Credit Documents (or any lesser combination of said parties) which alter 
the provisions of any of the Credit Documents and which would have an effect on 
the opinions expressed in this opinion letter. References in this paragraph to 
the Loan Parties, to the extent they relate to Sponsor, also relate to its 
corporate or limited liability company general partner, if any. We have made no 
independent investigation of factual information contained in any of the Credit 
Documents reviewed by us, and we have not made any examination of accounting or 
financial matters, nor do we express any opinions with respect thereto. 
 
         We have not made any investigation and do not express an opinion as to 
matters of title to, rights in or the description of properties covered by the 
Collateral Documents, or (other than as set forth in paragraph 2 below) as to 
the enforceability of the New York Credit Documents (including without 
limitation the validity of the creation or liens, security interests and other 
encumbrances thereunder) or as to the priority of liens, security interests and 
other encumbrances affected by the Credit Documents. We have assumed that (A) 
the Platform is not required to be documented as a vessel, and it will not be 
documented as a vessel, under 46 U.S.C. ss.12102, (B) the security interests 
granted by Borrower and Parent under the Security Agreement and the Pledge 
Agreement are enforceable by the Agent, on behalf of itself and the Lenders, 
against Borrower and Parent and have attached, in accordance with the laws of 
the State of New York, which laws 
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are stated to govern the Security Agreement and the Pledge Agreement, (C) the 
Lenders have provided value to Borrower and Parent, and (D) the information on 
the Financing Statement (including without limitation tax identification 
numbers) is correct. 
 
         Based upon and subject to the foregoing and to the qualifications, 
limitations, exceptions and assumptions set forth herein, we are of the opinion 
that: 
 
         1. Upon the proper filing of the Financing Statement with a Filing 
Office, the security interests created by Borrower under the Security Agreement 
in its Collateral (as defined in the Security Agreement) (such as equipment and 
inventory in which Borrower has rights located in the State or on the Outer 
Continental Shelf adjacent to the State to the extent deemed within the State 
pursuant to federal and Louisiana law, other than mobile goods of a type 
normally used in more than one jurisdiction) which also is described in the 
Financing Statement and in which a security interest may be perfected by the 
filing of a financing statement in the State under the Louisiana Commercial Laws 
- -- Secured Transactions (Chapter 9 of the Uniform Commercial Code) (the "La. 
UCC-Ch. 9") (the "Borrower Collateral"), will be perfected in favor of the 
Agent. 
 
         2. Notwithstanding that the New York Credit Documents state that they 
are to be governed by and construed in accordance with the laws of New York, if 
the laws of the State were applicable to the New York Credit Documents, then the 
New York Credit Documents would constitute the legal, valid and binding 
obligations of each Loan Party, as the case may be, enforceable against them in 
accordance with the respective terms thereof. 
 
         In addition to any exceptions, qualifications and assumptions noted 
above, the foregoing opinions are subject to the following exceptions, 
qualifications and assumptions: 
 
         (A) The opinions expressed herein are subject to (i) applicable 
bankruptcy, insolvency, fraudulent conveyance, equitable subordination, 
moratorium or similar laws affecting generally the enforcement of creditors' 
rights; and (ii) general principles of equity including (without limitation) 
concepts of materiality, reasonableness, good faith and fair dealing, which may 
limit the validity of certain provisions and the availability of certain 
remedies, such as self-help, injunctive relief and specific performance. 
 
         (B) The opinions expressed herein also are subject to the further 
qualifications that certain of the remedial provisions of the New York Credit 
Documents are or may be limited or unenforceable in whole or in part under 
Louisiana law, although the inclusion of such provisions does not render the New 
York Credit Documents invalid as a whole and such limitations do not in our 
opinion, subject to the other exceptions and limitations set forth herein, make 
the remedies provided for therein (taken as a whole) or pursuant to applicable 
law inadequate for the realization of the benefits intended to be afforded 
thereby, excluding the economic consequences of any procedural delay that may 
result from such limitations. 
 
         (C) We express no opinion as to the validity, performance and 
enforceability under Louisiana law of the following provisions in the New York 
Credit Documents (and likewise, we express no opinion whether a court applying 
Louisiana law would give effect to the choice of New York law as governing the 
validity, performance and enforceability of the New York Credit Documents as to 
the following provisions): (i) authorizations or availability of self-help and 
non-judicial remedies and of executory process; (ii) requirements in the New 
York Credit Documents that the provisions thereof may be amended or waived only 
by an 
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agreement in writing signed by all (or at least certain) parties thereto, 
including provisions authorizing the delay or failure to exercise a right 
without waiving such right; (iii) irrevocable appointments of a party as the 
agent or attorney-in-fact of another party and any power of attorney attempted 
to be granted to such party; (iv) provisions purporting to establish that funds 
or other property will be held by a party in trust for another party; (v) waiver 
of jury trial, consents to jurisdiction, venue and service, waivers of claims, 
counterclaims, defenses or damages not now known or presently in existence, or 
global waivers of rights and remedies afforded by law; (vi) provisions relating 
to the severability of agreements; (vii) provisions purporting to establish 
evidentiary standards or the reasonableness or conclusiveness of actions or 
determinations; (viii) provisions which purport to waive any party's obligation 
to use reasonable care in the custody and preservation of collateral in its 
possession; (ix) provisions indemnifying a party against such party's own gross 
negligence or willful misconduct; (x) any provision that purports to preclude 
the right of a party to assert defenses with respect to its obligations or 
covenants under any of the New York Credit Documents in pleadings in judicial 
proceedings, provided that this exception does not imply that such defenses will 
be successful or that waivers of rights by such parties not covered by other 
exceptions in this opinion are unenforceable; (xi) provisions for the 
continuation, reinstatement or revival of the New York Credit Documents or 
portions thereof and obligations thereunder or the restoration of obligations or 
liens thereunder after their termination, release or performance or after 
judicial proceedings pertaining thereto are abandoned or determined adversely; 
(xii) the ability to recover attorney's fees to the extent that a court should 
determine that such attorney's fees are not reasonable in amount; (xiii) waivers 
of the right of redemption or of certain provisions of the Louisiana Code of 
Civil Procedure; (xiv) covenants, defaults and remedies therein (particularly 
those committed to the sole discretion of the Agent or the Lenders) if a 
Louisiana court (or other court applying Louisiana law) determines that such 
enforcement would be unreasonable or not be undertaken in good faith under the 
then existing circumstances; (xv) provisions in the Sponsor Agreement purporting 
to continue the liability of Sponsor thereunder notwithstanding (a) any defenses 
to the Obligations that Borrower could assert under the Credit Agreement or the 
other obligations guaranteed by Sponsor thereunder that Borrower could assert 
under each Project Document or that Parent could assert under the LLC Agreement, 
except lack of capacity or discharge in bankruptcy of Borrower or Parent, as the 
case may be, or (b) a modification or amendment of the Obligations or the other 
obligations guaranteed thereunder or the Financing Documents, the Project 
Documents or the LLC Agreement or an impairment of real security held for such 
Obligations or other obligations guaranteed thereunder, in any material manner 
and without the consent of Sponsor if Sponsor is prejudiced by such action; 
(xvi) the effect of any failure to provide Sponsor with written notice of any 
default under any Obligations or other obligations guaranteed under the Sponsor 
Agreement that would require a payment thereunder and with an opportunity to 
cure the default; (xvii) any waiver of or required delay in enforcing Sponsor's 
rights of subrogation against Borrower or Parent; (xviii) requirements that a 
party pay or be liable for a deficiency judgment if in contravention of the 
Louisiana Deficiency Judgment Act; (xix) provisions which permit acceleration of 
indebtedness without notice; and (xx) provisions allowing an Event of Default to 
be declared if a Material Adverse Effect could reasonably be expected to occur 
in respect of Environmental Liabilities. 
 
         (D) Without limiting the generality of the foregoing, we express no 
opinion herein as to the enforceability of the New York Credit Documents under 
New York law. 
 
         (E) We also express no opinion herein (i) as to the enforceability of 
the Project Documents, the LLC Agreement or of the provisions in Sections 2 and 
8 of the Security Agreement, and (ii) as to the perfection of security interests 
granted under the Pledge Agreement and the effect of perfection and non- 
perfection of security interests in the collateral subject to the Pledge 
Agreement. 
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         (F) The account debtors of Borrower will not be bound by the 
assignments of their accounts until notified of such assignments and may, until 
so notified, pay or otherwise deal with Borrower. 
 
         (G) (1) We call your attention as to the Borrower Collateral to the 
fact that (i) the continuation of perfection of security interests in proceeds 
is limited to the extent set forth in Section 9-306 of the La. UCC-Ch. 9; and 
(ii) a perfected security interest may become unperfected (a) if Borrower 
Collateral located (or deemed located) in the State is removed from the State to 
another state (or the Outer Continent Shelf adjacent to such other state) or if 
Borrower's chief executive office is located in the State and hereafter is moved 
from the State to another state, and in each case appropriate steps are not 
taken in that other state, or (b) if the Financing Statement becomes seriously 
misleading due to changes in the name, identity, taxpayer identification number 
or limited liability company structure of Borrower, and (iv) a perfected 
security interest in goods may be lost if the goods (a) are installed in or 
affixed to, or become a part of a product or mass with, goods that are not items 
of Borrower Collateral, or (b) become a fixture unless an appropriate fixture 
filing is made as provided in the La. UCC-Ch. 9. 
 
                  (2) In order to maintain the perfection of the security 
interests perfected by the filing of the Financing Statement, it will be 
necessary to file a continuation statement with respect thereto with the same 
Filing Office where the Financing Statement was originally filed within the six 
month period prior to the expiration of five years after the date of the filing 
thereof and within each six month period prior to the expiration of each five 
years thereafter. 
 
                  (3) We call to your attention as to the Collateral 
(hereinafter defined) to the fact that buyers and purchasers of such Collateral, 
whether or not in the ordinary course of business, in certain circumstances 
described in Sections 9-307, 9-308, and 9-309 of the La. UCC-Ch. 9 may acquire 
such collateral free of the security interest therein. 
 
         (H) The opinions given above as to the perfection of security interests 
under the Financing Statement in the Borrower Collateral do not apply to 
property subject to perfection procedures other than the filing of a financing 
statement pursuant to the La. UCC-Ch. 9. We express no opinion as to the laws of 
any other state relating to the perfection or effect of perfection or 
non-perfection of a security interest in any portions of the Borrower Collateral 
subject to the laws of such other state. We express no opinion as to (i) the 
perfection of security interests in condemnation awards (or causes of action 
pertaining thereto) or insurance policies, premiums or proceeds (other than 
insurance proceeds payable by reason of loss or damage to the Borrower 
Collateral as provided in the La. UCC-Ch.9 Section 9-306); and (ii) the 
effectiveness of the Security Agreement or the Pledge Agreement in creating, or 
of the Financing Statement in perfecting, a lien in (a) any contract, license, 
governmental permit or certificate or other property which by its terms cannot 
be transferred (other than the creation of a lien in accounts or general 
intangibles for money due or to become due) or in which a security interest 
cannot be created under applicable law, (b) any Borrower Collateral or any 
collateral covered by the Pledge Agreement in which Parent has rights and in 
which a security interest may be granted under the La. UCC-Ch.9 (together with 
the Borrower Collateral, collectively referred to as the "Collateral") of a type 
as to which the federal laws of the United States have preempted the La. UCC-Ch. 
9 (including without limitation trademarks and other intellectual property 
rights), (c) any portion of the Collateral which is subject to a statute or 
treaty of the United States which provides for a national or international 
registration or certificate of title or which provides a place of filing 
different from that specified in the La. UCC-Ch. 9, (d) any portion of the 
Collateral to the extent that the definition or scope of application of the New 
York Uniform Commercial Code with respect to such portion of such Collateral is 
broader than 
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the definition under or scope of application of the La. UCC-Ch. 9 with respect 
to such portion of the Collateral, and (e) deposit accounts, judgments, 
undescribed causes of actions and claims, bankruptcy claims or rights, farm 
products, crops, minerals or accounts (including rents, royalties, and bonuses) 
resulting from the sale of minerals, mineral or oil and gas leases, goods 
located outside the State, consumer goods, motor vehicles or other goods covered 
by a certificate of title, goods covered by a document of title, stocks and 
other types of securities and dividends and other types of distributions. 
 
         (I) Federal and Louisiana law do not unequivocally establish that the 
La. UCC-Ch. 9, and the filing of the Financing Statement, will be recognized as 
effective to perfect security interests in Borrower Collateral located on, 
arising from or relating to the Outer Continental Shelf because the La. UCC-Ch. 
9 in nent provisions refers to the law of the jurisdiction where pertinent goods 
or wellheads are located, and depending upon where the Borrower Collateral is 
located it may or may not be considered under the Federal Outer Continental 
Shelf Lands Act, 43 U.S.C. ss.1331, et seq., and related regulations (such act 
and regulations being the "OCS Act") to be deemed to be located in the State. 
However, in our experience, the filing procedures set forth herein represent 
practices followed by careful parties in the industry. In the absence of 
definitive jurisprudence, nonetheless, we cannot advise you that these actions 
absolutely protect the rights of the Agent and the Lenders under the Security 
Agreement and the Financing Statement with respect to Borrower Collateral 
located on, arising from or relating to the Outer Continental Shelf. 
 
         (J) We express no opinion as to the creation by the Security Agreement 
or the Pledge Agreement, or the perfection by the Financing Statement, of 
assignments of or security interests in contracts with the United States, any 
state of the United States, any foreign government or any agency or department 
of any of the foregoing. 
 
         (K) The description of the Borrower Collateral contained in the 
Financing Statement (and to the extent Louisiana law is relevant or applicable 
thereto, the Security Agreement) includes the term "general intangibles" or 
words to that effect. While this general description by itself may be sufficient 
to include in such collateral the property interests which are intended, you 
should be aware that this general description may be subject to dispute as to 
whether a particular property interest is or is not included in the perfection 
of the security interests, and the degree of specificity required for the 
description of such property interests has not been established under Louisiana 
jurisprudence following the enactment of the La. UCC-Ch.9, and jurisprudence in 
other states which might serve as persuasive authority appears inconsistent as 
to this matter. Also, we express no opinion as to the effectiveness of the 
Financing Statement (and to the extent Louisiana law is relevant or applicable 
thereto, the Security Agreement) in creating or perfecting a security interest 
in all general intangibles as so described by consideration of those words only 
(without regard to more specific descriptions contained therein). 
 
         (L) We express no opinion (i) with respect to compliance with any 
applicable laws governing the use, development, operation or ownership of any of 
the Collateral, including, without limitation, environmental laws, building 
codes, zoning and other land use restrictions, occupational safety and health 
laws and use and occupancy permits, and (ii) as to whether any Loan Party 
possesses all of the permits, licenses, franchises and other rights necessary to 
conduct its business as currently, or anticipated to be, conducted. 
 
         We are admitted to practice in the State of Louisiana. We express no 
opinions as to matters under or involving laws of any jurisdictions (including 
the federal laws of the United States of America) other than the State and, as 
to federal law, the OCS Act. 
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         The opinions set forth above are rendered as of the date of this 
letter, and we undertake no obligation, and hereby disclaim any obligation, to 
update or supplement this opinion with respect to subsequent changes in the law 
or the facts presently in effect that would alter the scope or substance of the 
opinions herein expressed. 
 
         This letter expresses our legal opinion as to the foregoing matters 
based upon our professional judgment at this time; it is not, however, to be 
construed as a guaranty, nor is it a warranty that a court considering such 
matters would not rule in a manner contrary to the opinions set forth above. 
This opinion is solely for your benefit in connection with this transaction and 
may be relied upon only by you and the Lenders (and your and their successors 
and assigns and respective participants) and your counsel, Vinson & Elkins 
L.L.P.; provided, that we express no opinion with respect to any issue arising 
out of or related to the identity or status of any such assignee or participant. 
This opinion is not to be otherwise used, relied upon circulated or quoted 
without the express prior written consent of this firm, except that this opinion 
may be circulated to your counsel and as shall be required by applicable law. 
 
                                  Very truly yours, 
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                                    EXHIBIT C 
 
                                    [FORM OF] 
 
                       INDEPENDENT ENGINEER'S CERTIFICATE 
 
         ABS Group Inc., a New York corporation (the "Independent Engineer") has 
been advised that ARGO L.L.C. (the "Company") is a party to a Credit Agreement, 
dated as of August 23, 2000 (the "Credit Agreement"), among the Company, The 
Chase Manhattan Bank, as Administrative Agent, and the lenders party thereto, 
and further acknowledges that it has been appointed as an "Independent Engineer" 
under the terms of ABS Group's Agreement with Chase Securities, Inc. Additional 
capitalized terms used in this certificate and not defined herein shall have the 
meanings given to such terms in the Credit Agreement. The Independent Engineer 
hereby certifies to Chase Securities Inc.: 
 
         The Independent Engineer has reviewed the information set forth in the 
         certificate of the Borrower, which certificate is attached hereto as 
         Annex A, and hereby confirms that the Project Costs to be paid or to be 
         incurred through the Conversion Date do not and are not anticipated to 
         exceed the sum of the amounts available under the Construction Loans 
         and the Base, Construction and Contingent Equity Contribution Amounts. 
 
         The Independent Engineer hereby confirms that based upon the work 
         completed, the information and schedules provided by Company and 
         reviewed by Independent Engineer to date, provided there are no 
         unscheduled or unanticipated delays to the progress of the Project, 
         that it is reasonable to expect that the Project will achieve Final 
         Completion by the Date Certain. 
 
         IN WITNESS WHEREOF, the duly authorized representative of the 
Independent Engineer has executed this certificate on this _______ day of 
________, [200__]. 
 
                                      INDEPENDENT ENGINEER: 
 
                                      ABS GROUP INC. 
 
 
                                      By: 
                                          ------------------------- 
                                          Name: 
                                          Title: 
 
         No liability of any nature whatsoever shall attach to this certificate 
and the statements contained herein. Independent Engineer has reviewed the 
documents, information and certificates provided, directly or indirectly, by the 
Company and its agents and this certificate should not be read in isolation but 
should be reviewed in conjunction with such documents, information and 
certificates. 
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                                    EXHIBIT D 
 
                                    [FORM OF] 
 
                                      NOTE 
 
 
 
$__________                                                     August 23, 2000 
 
 
          ARGO, L.L.C., a Delaware limited liability company (the "Borrower"), 
for value received, promises and agrees to pay to [ ] (the "Lender"), or order, 
at the Payment Office of THE CHASE MANHATTAN BANK (the "Administrative Agent"), 
at 270 Park Avenue, 8th Floor, New York, New York 10017, the principal sum of 
[___________________________________] DOLLARS ($___________________), or such 
lesser amount as shall equal the aggregate principal amount of the Loans made by 
the Lender hereunder to the Borrower under the Credit Agreement, as hereinafter 
defined, in lawful money of the United States of America and in immediately 
available funds, on the dates and in the principal amounts provided in the 
Credit Agreement referred to below, and to pay interest on the unpaid principal 
amount as provided in the Credit Agreement for such Loans made by the Lender to 
the Borrower under the Credit Agreement, at such office, in like money and 
funds, for the period commencing on the date of each such Loan until such Loan 
shall be paid in full, at the rates per annum and on the dates provided in the 
Credit Agreement. 
 
         In addition to and cumulative of any payments required to be made 
against this Note pursuant to the Credit Agreement, this Note, including all 
principal and accrued interest then unpaid, shall be due and payable on the 
Final Maturity Date. All payments shall be applied first to accrued interest and 
the balance to principal, except as otherwise expressly provided in the Credit 
Agreement. Prepayments on this Note shall be applied in the manner set forth in 
the Credit Agreement. 
 
         This Note is one of the Notes referred to in the Credit Agreement dated 
as of August 23, 2000, by and among the Borrower, The Chase Manhattan Bank, 
individually and as Administrative Agent; and the financial institutions parties 
thereto (including the Lender) (such Credit Agreement, together with all 
amendments or supplements thereto, being the "Credit Agreement"). This Note 
evidences the Loans made by the Lender thereunder and shall be governed by the 
Credit Agreement. Capitalized terms used but not defined in this Note and which 
are defined in the Credit Agreement shall have the respective meanings herein as 
are assigned in the Credit Agreement. 
 
         The Lender is hereby authorized by the Borrower to endorse on Schedule 
A (or a continuation thereof) attached to this Note, the Type of each Loan, the 
amount and date of each payment or prepayment of principal of each such Loan 
received by the Lender and the Interest Periods and interest rates applicable to 
each Loan, provided that any failure by the Lender to make any such endorsement 
shall not affect the obligations of the Borrower under the Credit Agreement or 
under this Note in respect of such Loan. 
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         Except only for any notices which are specifically required by the 
Credit Agreement or the other Financing Documents, the Borrower and any and all 
co-makers, endorsers, guarantors and sureties severally waive notice (including 
but not limited to notice of intent to accelerate and notice of acceleration, 
notice of protest and notice of dishonor), demand, presentment for payment, 
protest, diligence in collecting and the filing of suit for the purpose of 
fixing liability, and consent that the time of payment hereof may be extended 
and re-extended from time to time without notice to any of them. Each such 
Person agrees that his, her or its liability on or with respect to this note 
shall not be affected by any release of or change in any guaranty or security at 
any time existing or by any failure to perfect or maintain perfection of any 
lien against or security interest in any such security or the partial or 
complete enforceability of any guaranty or other surety obligation, in each case 
in whole or in part, with or without notice and before or after maturity. 
 
         The Credit Agreement provides for the acceleration of the maturity of 
this Note upon the occurrence of certain events and for prepayment of Loans upon 
the terms and conditions specified therein. Reference is made to the Credit 
Agreement for all other pertinent purposes. 
 
         This Note is issued pursuant to and is entitled to the benefits of the 
Credit Agreement and is secured by the Security Documents. 
 
         THIS NOTE SHALL BE CONSTRUED IN ACCORDANCE WITH AND BE GOVERNED BY THE 
LAWS OF THE STATE OF NEW YORK FROM TIME TO TIME IN EFFECT. 
 
 
 
 
                                        ARGO, L.L.C. 
 
 
 
                                        By: 
                                           ---------------------------------- 
                                           Name: 
                                           Title: 
 
 
                                        2 
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                                   SCHEDULE A 
 
This Note evidences Loans made by the Lender under the within-described Credit 
Agreement to the Borrower, in the principal amounts set forth below, which Loans 
are of the Type, at the Interest Rate and for the Interest Periods and were made 
on the dates set forth below, subject to the payments of principal set forth 
below: 
 
 
 
                                               Interest 
             Principal                         Period/       Date of       Amount     Balance 
             Amount of            Interest     Maturity      Payment or    Paid or    Out- 
Date Made    Loan          Type   Rate         Date          Prepayment    Prepaid    Standing 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
                                                                  
 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
- ---------    -----------   ----   ---------    ----------    ----------    -------    -------- 
 
 
 
                                        3 
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                                    EXHIBIT E 
 
                                    [FORM OF] 
 
                               WITHDRAWAL REQUEST 
 
                                     [Date] 
 
To: The Chase Manhattan Bank, 
    as Administrative Agent and as Account Bank 
 
From: Argo, L.L.C. 
 
Re:  Credit Agreement dated as of August 23, 2000 
 
Ladies and Gentlemen: 
 
          We refer to the above-mentioned Credit Agreement (as amended from time 
to time in accordance with the provisions thereof, the "Credit Agreement"). 
Terms used herein shall bear the same meaning as ascribed thereto in the Credit 
Agreement. We hereby request that the sums requested in Annex A hereto (the 
"Withdrawal") be paid from the Project Account(s) to the recipient or Project 
Account (the "Recipient") on the date(s), specified therein. We hereby represent 
and warrant that no Event of Default has occurred and is continuing and that we 
are entitled, pursuant to the terms of the Credit Agreement and the other 
Financing Documents, to request the Withdrawal in the manner, and in the amount, 
set out in this Withdrawal Request. 
 
                                             Yours faithfully, 
 
 
                                             By: 
                                                 ---------------------------- 
                                             Name: 
                                                   -------------------------- 
                                             Title: 
                                                    ------------------------- 
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                                     ANNEX A 
 
[Exhibit A should specify amount sum requested, name of each Project Account 
from which Withdrawal(s) will be made, the account details of the recipient of 
the Withdrawal(s) or, where relevant, the Project Account to which such amounts 
are to be credited and the date payment is to be made.] 
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                                    EXHIBIT F 
 
                                    [FORM OF] 
 
                            SUBORDINATION PROVISIONS 
 
         1. No payment or prepayment shall be made by the Borrower or its 
Subsidiaries on account of any principal, interest or premium, if any, (whether 
at the option of the holder or otherwise) on any Indebtedness (the "Member 
Indebtedness") permitted pursuant to Section 6.01(c) of the Credit Agreement 
dated as of August 23, 2000, among Argo, L.L.C., The Chase Manhattan Bank, 
individually and as Administrative Agent, and the other financial institutions 
parties thereto (the "Credit Agreement"), if at the time of such payment, 
prepayment, or immediately after giving effect thereto, there shall exist a 
Default that has not been cured or waived, as defined in the Credit Agreement. 
Capitalized terms used herein and not otherwise defined shall have the meanings 
assigned to such terms in the Credit Agreement; 
 
         2. In the event of any insolvency or bankruptcy proceedings, and any 
receivership, liquidation, reorganization, or other similar proceedings in 
connection therewith, relative to the Borrower or any of its Subsidiaries or to 
its creditors, as such, or to its property, and in the event of any proceeding 
for voluntary liquidation, dissolution, or other winding up of the Borrower, 
whether or not involving insolvency or bankruptcy, then the holders of the 
Obligations shall be entitled to receive payment in full of all principal, 
interest and other sums owing in connection with the Obligations (including 
interest thereon and costs and expenses accruing after the commencement of any 
such proceedings) before the holders of the Member Indebtedness are entitled to 
receive any payment on account of principal, interest or other sums owing in 
connection with the Member Indebtedness, and to that end the holders of the 
Obligations shall be entitled to receive distributions of any kind or character, 
whether in cash or property or securities, which may be payable or deliverable 
in an such proceedings in respect to the Member Indebtedness, except for 
distributions in the form of securities which are subordinated and junior in 
right of payment to the payment of the Obligations then outstanding; 
 
         3. In the event that the Member Indebtedness is declared due and 
payable before its expressed maturity because of the occurrence of an event of 
default (under circumstances when the provisions of the foregoing paragraphs (1) 
or (2) are not applicable), the holders of the Obligations outstanding at the 
time the Member Indebtedness becomes so due and payable because of such 
occurrence of an event of default shall be entitled to receive payment in full 
of all principal, interest and other sums outstanding in connection with the 
Obligations before the holders of the Member Indebtedness are entitled to 
receive any payment on account of the principal, interest or other sums owing in 
connection with the Member Indebtedness; 
 
         4. Upon the occurrence and during the continuation of any of the events 
described in paragraphs (1), (2) and (3), any such payment or distribution of 
assets of the Borrower of any kind or character made during the continuation of 
such event, whether in cash, property or securities, shall be received by the 
holders of the Member Indebtedness before the Obligations are paid in full, or 
provision made for such payment in accordance with the terms of the Obligations, 
such payment or distribution shall be held in trust for the benefit of, and 
shall be paid over or delivered to, the holders of 
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the Obligations for the pro rata distribution and application to the payment of 
the Obligations remaining unpaid to the extent necessary to pay the Obligations 
in full, including principal and interest thereon and other sum owing in 
connection therewith, in accordance with its terms, after giving effect to any 
concurrent payment or distribution to the holders of the Obligations; 
 
         5. No holder of the Obligations shall be prejudiced in its right to 
enforce subordination of the Member Indebtedness by any act or failure to act on 
the part of the Borrower; provided that the foregoing provisions are solely for 
the purpose of defining the relative rights of the holders of the Obligations on 
the one hand, and the holders of the Member Indebtedness, on the other hand, and 
that nothing herein shall impair, as between the Borrower and the holders of the 
Member Indebtedness, the obligation of the Borrower, which is unconditional and 
absolute to pay the holders of the Member Indebtedness the principal and 
premium, if any, thereof and interest thereon in accordance with the terms 
hereof, and except as is provided below, nothing therein shall prevent the 
holders of the Member Indebtedness from exercising all remedies otherwise 
permitted by applicable law upon default, subject to the rights under paragraphs 
(1), (2), (3) and (4) above of holders of the Obligations to receive cash, 
property or securities otherwise payable to or deliverable with respect to the 
Member Indebtedness to the holders of the Member Indebtedness. Notwithstanding 
the foregoing, the holders of the Member Indebtedness hereby acknowledge that 
their right to accelerate the Member Indebtedness, commence any suit, or any 
other proceeding for collection or pursue any other remedy otherwise permitted 
by applicable law or the instruments pursuant to which the Member Indebtedness 
was issued is subject to the prior written approval of the holders of the 
Obligations; 
 
         6. In the event of any receivership, insolvency, bankruptcy, assignment 
for the benefit of creditor, reorganization or arrangement with creditors, 
adjustment of debt, whether or not pursuant to bankruptcy laws, the sale of all 
or substantially all of the assets, dissolution, liquidation, or any other 
marshaling of the assets and liabilities of the Borrower, the holder of the 
Member Indebtedness will at the request of any holder of the Obligations file 
any claim, proof of claim, proof of interest or other instrument of similar 
character necessary to enforce the obligations of the Borrower in respect of the 
Member Indebtedness and will hold in trust for the holders of the Obligations 
and pay over to the holders of the Obligations, in the form received (together 
with any necessary endorsement), to be distributed and applied pro rata on the 
Obligations, any and all monies, dividends or other assets received in any such 
proceedings on account of the Member Indebtedness unless and until all of the 
Obligations shall be paid in full. In the event that the holder of the Member 
Indebtedness shall fail to take any such action requested by the holder of the 
Obligations, any holder of the Obligations may, as attorney in fact for the 
holder of the Member Indebtedness take such action on behalf of the holder of 
the Member Indebtedness, and the holder of the Member Indebtedness hereby 
appoints each of the holders of the Obligations as attorney-in-fact (with power 
and authority to act alone) for the holder of the Member Indebtedness to demand, 
sue for, collect and receive any and all such monies, dividends or other assets 
and give acquittance therefor and to file any claim, proof of claim, proof of 
interest or other interest of similar character and to take such other 
proceedings in the name of the holders of the Obligations or in the name of the 
holder of the Member Indebtedness as the holders of the Obligations may deem 
necessary or advisable for the enforcement thereof; and the holder of the Member 
Indebtedness will execute and deliver to the holders of the Obligations such 
other and further powers of attorney or other instruments as any holder of the 
Obligations may request in order to accomplish the foregoing. 
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         7. The holders of the Obligations shall have no duty or obligation to 
the lender of the Member Indebtedness in any manner whatsoever and may, at any 
time and from time to time in their sole discretion, without the consent of or 
notice to the holder of the Member Indebtedness and without impairing or 
releasing any rights of the holders of the Obligations or any of the obligations 
of the holder of the Member Indebtedness hereunder, take any or all of the 
following actions: 
 
         (i) change the amount, manner, place, terms of payment or interest 
         rate, change or extend the time of payment of, or renew or alter, any 
         of the Obligations, or amend or supplement or waive any of the terms of 
         any instrument or agreement now or hereafter executed pursuant to which 
         any of the Obligations is issued or incurred; 
 
         (ii) sell, exchange, release, surrender, relend, realize upon or 
         otherwise deal with in any manner and in any order, any property (or 
         the income, revenues, profits or proceeds therefrom) by whomsoever at 
         any time pledged or mortgaged to secure, or howsoever securing, any 
         Obligations; 
 
         (iii) release any person liable in any manner for the payment or 
         collection of the Obligations; 
 
         (iv) exercise or refrain from exercising any rights and remedies 
         against the Borrower or others or otherwise act or refrain from acting 
         or, for any reason fail to file, record or otherwise perfect any 
         security interest in or lien on any property of the Borrower or any 
         other person; and 
 
         (v) apply any sums received by the holders of the Obligations, by 
         whomsoever paid and however realized, to payment of the Obligations in 
         such manner as the holders of the Obligations, in their sole 
         discretion, may deem appropriate. 
 
         8. The holder of the Member Indebtedness agrees to execute any and all 
other instruments, if any, deemed necessary by the holders of the Obligations to 
subordinate the Member Indebtedness to the Obligations as provided herein. 
 
          No supplement, amendment, modification or other instrument in any way 
amending or modifying the Member Indebtedness shall directly or indirectly amend 
or modify the provisions of the Member Indebtedness relating to the 
subordination of the Member Indebtedness to the Obligations in any manner which 
might terminate or impair the subordination as herein provided. The provisions 
hereof are for the benefit of and may be enforced (and waived, if expressly done 
so in writing) by the Agent and each Lender. 
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                                  SCHEDULE 2.01 
 
                          CONSTRUCTION LOAN COMMITMENTS 
 
 
 
 
     LENDER                                                COMMITMENT AMOUNT 
     ------                                                ----------------- 
 
                                                         
The Chase Manhattan Bank                                    $15,000,000.00 
 
First Union National Bank                                   $14,000,000.00 
 
Bank One, NA                                                $14,000,000.00 
 
The Bank of Nova Scotia                                     $14,000,000.00 
 
Bank of Scotland                                            $14,000,000.00 
 
Fortis Capital Corp.                                        $14,000,000.00 
 
Credit Agricole Indosuez                                    $10,000,000.00 
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                                SCHEDULE 5.05(b) 
 
                             INSURANCE REQUIREMENTS 
 
Borrower will maintain or cause to be maintained the following minimum insurance 
during the term of the loan. Cover will be placed with carriers rated "A-, 9" or 
better by A.M. Best, Lloyd's or Lloyd's of London Companies, or other carriers 
or recognized standing deemed acceptable by the Lender. With the exception of 
workers compensation insurance, Lender will be added as additional insured on 
all policies (except workers compensation). With respect to physical damage 
insurance, Lender shall be named as first loss payee. Insurance can be placed 
through a Project specific policy or through a Sponsor corporate insurance 
program, provided the terms and conditions of the Insurance Requirements are 
fully met. 
 
Physical Damage - Construction 
 
From Closing throughout construction until the later of Final Completion or 
placement of the operational property insurance as set forth below, Borrower 
shall maintain or cause to be maintained all risk builders risk insurance 
written on a replacement costs basis (no deduction for depreciation) in an 
amount equal to full replacement value of the Project including any pipe laying 
for which the Borrower may be responsible. 
 
Such policy shall provide perils including but not limited to fire, lightning, 
windstorm, hail, explosion, riot, civil commotion, aircraft, vehicles, smoke, 
earthquake, flood, collapse, sinkhole, subsidence, testing and startup. Subject 
to sublimits, the policy shall also include coverage for removal of wreckage and 
debris removal (25% of insured values), standby charges, offshore cancellation 
costs, use of hired vessels, increased cost of construction, terrorism and 
strike, sue and labor expenses and extended maintenance cover for a period of 
not less than one year. The policies required by this paragraph shall have a 
deductible of not greater than $250,000 per loss. 
 
Physical Damage - Operations 
 
Effective on or before Final Completion, insurance covering all risks of 
physical loss or physical damage to offshore and onshore property owned by the 
Borrower or in which the Borrower has an interest or for which the Borrower has 
a responsibility to insure. Such insurance shall be written in an amount not 
less than the full replacement cost of those assets for which the Borrower is 
responsible. Such cover shall include removal of wreckage and debris, use of 
hired vessels, increased cost of construction, terrorism and strike, sue and 
labor expenses, standby charges, subject to a sublimit of 25% of the insured 
value of the asset(s). The policies required by this paragraph shall have a 
deductible of not greater than $1,000,000 per loss. 
 
Control of Well 
 
On or prior to final completion, Control of Well Insurance including Unlimited 
Extended Redrilling / Restoration (subject to policy limit), Seepage, Pollution, 
Clean-up and Containment, Underground Blowout, Extra Expense, Evacuation 
Expenses, Deliberate Well Firing, Making Wells Safe. The limit of insurance 
shall be not less than $25,000,000 each accident or occurrence. The policies 
required by this paragraph shall have a deductible of not greater than 
$1,000,000 per loss. 
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Liability 
 
At Closing commercial general liability covering all legal and/or contractual 
liabilities arising out of the Borrower's operations in connection with the 
assets and associated pipelines and incorporating operations covered under the 
Project Documents. Such cover shall include pollution liability (30 days 
discovery / 90 days reporting) with respect to liability not covered under 
Control of Well insurance. Unless insured under a separate policy, such 
liability insurance shall include automobile liability and employers liability 
(including maritime). Such liability shall be in an amount not less than 
$100,000,000 any one accident occurrence and $100,000,000 in the aggregate 
(products and completed operations). Insurance under this paragraph may be a 
combination of primary and umbrella policies as long as the limits of liability 
equal those required. 
 
Charterers Liability 
 
Charterers Liability, excluding demise or bareboat chartered vessels, with a 
limit of liability not less than $50,000,000. Such cover shall be written on the 
"LSW 980 London Charterers Liability form 1996" or equivalent cover. 
 
Marine Cargo / Transit 
 
Marine cargo transit insurance, sub-limited a limit equal to the greater of 
US$10,000,000 (100%) or the replacement cost of the highest valued shipment any 
one transit. Cover shall be written on the Institute Cargo Clauses A or 
equivalent form. 
 
Workers Compensation 
 
Workers compensation (statutory benefits) and employers liability ($1,000,000 
minimum limit). Subject to exposure, such cover shall include maritime 
employer's liability. 
 
Deductibles 
 
Physical Damage - $250,000 any one accident during construction 
                  $1,000,000 operations 
 
Control of Well - $250,000 any one accident Liability - $250,000 Charterers 
 
Liability - $250,000 Marine Cargo - $250,000 during construction 
            $1,000,000 operations 
 
In the event of a claim involving more than one of line of cover, the deductible 
applicable shall not exceed the single highest applicable deductible any one 
accident or occurrence 
 
GENERAL CONDITIONS 
 
Borrower shall be responsible for meeting its Oil Spill Financial Responsibility 
requirements under the Oil Pollution Act 
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                                  SCHEDULE 6.08 
 
                              EXISTING RESTRICTIONS 
 
                                      None. 
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                                                                   EXHIBIT 10.15 
 
                                                                  EXECUTION COPY 
 
                                SPONSOR AGREEMENT 
                                ----------------- 
                         (El Paso Energy Partners, L.P.) 
 
 
         SPONSOR AGREEMENT (as amended, supplemented or otherwise modified from 
time to time, this "Sponsor Agreement"), dated as of August 23, 2000 made by EL 
PASO ENERGY PARTNERS, L.P. a Delaware limited partnership, (the "Sponsor"), to 
THE CHASE MANHATTAN BANK, as Administrative Agent for the Lenders under the 
Credit Agreement referred to below (in such capacity, "Administrative Agent"), 
and to the Lenders. Capitalized terms used herein and not otherwise defined 
shall have the meanings assigned to such terms in the Credit Agreement (as 
defined below). 
 
                                    RECITALS 
 
         A.       ARGO, L.L.C., a Delaware limited liability company (the 
                  "Company"), the Administrative Agent and the financial 
                  institutions that are or may from time to time become a party 
                  thereto (each a "Lender" and, collectively, the "Lenders") 
                  have entered into that certain Credit Agreement dated as of 
                  August 23, 2000 (as amended, supplemented or otherwise 
                  modified from time to time, the "Credit Agreement"), pursuant 
                  to which the Lenders will make loans to the Company for the 
                  purpose of financing the cost of developing, constructing, 
                  owning, operating, and maintaining the Project and certain 
                  related expenses. 
 
         B.       It is a condition precedent to the obligations of the Lenders 
                  under the Credit Agreement that the Sponsor shall have 
                  executed and delivered to the Administrative Agent this 
                  Sponsor Agreement. 
 
         NOW, THEREFORE, in consideration of the premises and in order to induce 
the Lenders to make loans under the Credit Agreement, the Sponsor hereby agrees 
as follows: 
 
         SECTION 1. Agreement to Make Certain Payments. The Sponsor hereby 
agrees that upon the occurrence and continuance of an Event of Default pursuant 
to Section 6.01(a) of the Credit Agreement with respect to the payment of the 
principal of the Term Loans outstanding on the Final Maturity Date (or earlier 
upon an acceleration of maturity under the Credit Agreement), then the Sponsor 
will pay to the Administrative Agent, upon demand, for the benefit of the 
Lenders, an amount equal to the unpaid principal amount of the Term Loans not to 
exceed the lesser of (a) $30,000,000 and (b) the aggregate amount of all 
distributions received by any of the Sponsor, the Parent or any Subsidiary of 
the Sponsor from the Company at any time prior to the Final Maturity Date (all 
such obligations being the "Clawback Obligation") irrespective of whether the 
Sponsor has received the proceeds of any such distributions and agrees to pay 
any and all expenses (including any reasonable attorneys' fees and expenses) 
incurred by the Administrative Agent, its successors, transferees and assigns in 
enforcing any rights under this Sponsor Agreement. Without limiting the 
generality of the foregoing, the Sponsor's liability shall continue so long as 
the Term Loans are or would be owed by the Company to the Administrative Agent 
but for the fact that any obligation of the Company is or may be unenforceable 
or not allowable due to the existence of a bankruptcy, reorganization or similar 
proceeding involving the Company or for any other reason. For purposes of 
determining when an obligation is "due" for 
 
                                      -1- 



   2 
 
purposes of this Sponsor Agreement, such term shall be interpreted to mean due 
in accordance with the terms of this Sponsor Agreement as in effect on the date 
hereof and without regard to the amendment, modification or rejection of the 
Credit Agreement or the Term Loans in any bankruptcy or other reorganization 
proceeding. In the event that any payments are made by the Sponsor in 
satisfaction of the Clawback Obligation pursuant to this Section 1, the 
$30,000,000 maximum amount of the Sponsor's performance guarantee of the 
Company's obligations under the Material Project Documents to which it is a 
party as described in Section 2(a) and (c) below shall be reduced by the amount 
of such payments on a dollar for dollar basis. 
 
         SECTION 2. Certain Party Guaranties. The Sponsor hereby absolutely, 
unconditionally and irrevocably guarantees, for the benefit of the 
Administrative Agent and the other Secured Parties, the following obligations: 
 
                  (a) Company Obligations. The due and punctual performance and 
observance by the Company and each of its Subsidiaries of each of their 
respective obligations under each Material Project Document to which it is a 
party. 
 
                  (b) Parent Obligations. The due and punctual payment, 
performance and observance of the obligations of the Parent under the LLC 
Agreement, including, without limitation, the obligations to contribute the 
Construction Equity Contribution Amount and the Contingent Equity Contribution 
Amount. 
 
                  (c) Claims Against the Company Obligations Guaranty. In the 
event that the Administrative Agent, on behalf of the Secured Parties, makes a 
claim against the Sponsor pursuant to Section 2(a) above, and the Sponsor 
satisfies such claim with a payment of cash or acceptable cash equivalents to 
the Administrative Agent, for the benefit of the Secured Parties, the amount of 
all such payments made in satisfaction of Section 2(a) shall not exceed 
$30,000,000 in the aggregate. In the event that any such payments in 
satisfaction of the obligations of the Sponsor pursuant to Section 2(a) are made 
by the Sponsor, the $30,000,000 maximum amount of the Clawback Obligation 
described in Section 1 above shall be reduced by the amount of such payments on 
a dollar for dollar basis. In addition, if any claim is made by the 
Administrative Agent against the Sponsor pursuant to Section 2(a) and such claim 
remains unremedied after a period of 10 days following the date of written 
notice of such claim from the Administrative Agent to the Sponsor or such claim 
is satisfied by a payment of cash or acceptable cash equivalents pursuant to 
Section 2(a), then the Company's ability to make any Restricted Payments 
pursuant to Section 6.06 of the Credit Agreement shall be terminated until the 
Construction Loan Commitments have expired or been terminated and the principal 
of and interest on each Loan and all fees payable hereunder or under the other 
Financing Documents shall have been paid in full. 
 
         SECTION 3. Obligation Absolute. The Sponsor agrees that its obligations 
hereunder will be paid or performed strictly in accordance with the terms 
hereof, regardless of any law, regulation or order now or hereafter in effect in 
any jurisdiction affecting any of the rights of the Company with respect 
thereto. The obligations of the Sponsor under this Sponsor Agreement are 
independent of the obligation of the Company to pay the Loans, and a separate 
action or actions may be brought and prosecuted against the Sponsor to enforce 
this Sponsor Agreement, irrespective of whether any action is brought against 
the Company or any of its Affiliates or whether the Company or any of its 
Affiliates is joined in any such action or actions. The liability of the Sponsor 
under this Sponsor Agreement shall be absolute, unconditional, irrevocable and 
continuing irrespective of: 
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                  (a) any lack of validity or enforceability of the Credit 
Agreement, any Project Document, any Security Document, any other Financing 
Document or any agreement or instrument executed and delivered in connection 
therewith; 
 
                  (b) any change in the time, manner or place of payment of, or 
in any other term of, or any other amendment or waiver of or any consent to 
departure from the Credit Agreement; 
 
                  (c) any taking, release or amendment or waiver of or consent 
to departure from any other guaranty, for all or any of the Loans; 
 
                  (d) any change, restructuring or termination of the corporate 
structure or existence of the Company or any of its Affiliates or the Sponsor or 
any of the Subsidiaries of any one of them; 
 
                  (e) the genuineness, validity, regularity, enforceability or, 
except as otherwise provided in Section 3(b), any future amendment of, or change 
in the Credit Agreement, any Project Document, any Security Document, any other 
Financing Document or any other agreement, document or instrument to which the 
Company or any of its Affiliates and/or such Sponsor is or are or may become a 
party; 
 
                  (f) the absence of any action to enforce this Sponsor 
Agreement or the Credit Agreement, any Project Document, any Security Document 
or any other Financing Document or the waiver or consent by the Administrative 
Agent or the Lenders with respect to any of the provisions thereof; 
 
                  (g) any bankruptcy, insolvency, reorganization, arrangement, 
adjustment, composition, liquidation or the like of the Company or any of its 
Affiliates or any of the Subsidiaries of any one of them; 
 
                  (h) any circumstance which might constitute a defense 
available to, or a discharge of, the Company or any of its Affiliates or a 
surety; 
 
                  (i) any sale, transfer or other disposition (i) by the Sponsor 
of any stock or equity interest of any of its Subsidiaries or any of its 
Affiliates; or (ii) by the Company of any stock or equity interest of any of its 
Affiliates or its Subsidiaries; 
 
                  (j) whether the Administrative Agent shall have taken or 
failed to have taken any steps to collect or enforce any obligation or liability 
from, or shall have otherwise exercised any rights, powers or remedies against 
the Company or any other Person; 
 
                  (k) any lack of genuineness, authorization, validity, legality 
or enforceability of the Credit Agreement, any Project Document, any Security 
Document or any other Financing Document for any reason, or the disaffirmance or 
rejection or purported disaffirmance or purported rejection of the Credit 
Agreement, any Project Document, any Security Document or any other Financing 
Document in any insolvency, bankruptcy or reorganization proceedings relating to 
the Company or otherwise; 
 
                  (l) any law, regulation or decree now or hereafter in effect 
which might in any manner affect any of the terms or provisions of the Credit 
Agreement, any Project Document, any Security Document or any other Financing 
Document, or any of the Company's rights, powers or remedies thereunder, or 
which 
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might cause or permit to be invoked any alteration in the time, amount or manner 
of payment or performance of any of the Company's obligations and liabilities 
thereunder; 
 
                  (m) whether the Company shall have taken or failed to have 
taken any steps to mitigate its damages; 
 
                  (n) any other circumstances which might otherwise constitute a 
defense available to or a discharge of the Company in respect of its obligations 
or liabilities under the Credit Agreement, any Project Document, or any Security 
Document or the other Financing Documents; 
 
                  (o) any other act or omission to act by the Company or any 
other Person; 
 
                  (p) any failure of the Company to comply with Governmental 
Requirements; 
 
                  (q) any Default under the Credit Agreement; 
 
                  (r) the merger or consolidation of the Company into or with 
any corporation or other entity, or the sale by the Company of all or any part 
of its assets; or 
 
                  (s) any other circumstances (including, without limitation, 
any statute of limitations) that might otherwise constitute a defense available 
to, or a discharge of, the Sponsor or the Company or any of its Affiliates. 
 
This Sponsor Agreement shall continue to be effective or be reinstated, as the 
case may be, if at any time any payment of any of the Sponsor's Clawback 
Obligation or any other obligations hereunder is rescinded or must otherwise be 
returned upon the insolvency, bankruptcy or reorganization of the Sponsor or 
otherwise, all as though such payment had not been made. 
 
         SECTION 4. Waivers. (a) The Sponsor hereby expressly waives all rights 
it may have now or in the future under any statute, or at common law, or at law 
or in equity, or otherwise, to compel the Administrative Agent to proceed in 
respect of the Loans against the Company or any of its Affiliates or any other 
party or against any security for the payment and performance of the Loans 
before proceeding against, or as a condition to proceeding against, the Sponsor. 
The Sponsor agrees that any notice or directive given at any time to the 
Administrative Agent which is inconsistent with the waiver in the immediately 
preceding sentence shall be null and void and may be ignored by the 
Administrative Agent, and, in addition, may not be pleaded or introduced as 
evidence in any litigation relating to this Sponsor Agreement for the reason 
that such pleading or introduction would be at variance with the written terms 
of this Sponsor Agreement. It is agreed between the Sponsor and the 
Administrative Agent that the foregoing waivers are of the essence in connection 
with the transactions contemplated by the Credit Agreement and that, but for 
this Sponsor Agreement and such waivers, the Lenders would decline to make the 
Loans under the Credit Agreement. 
 
                  (b) The Sponsor hereby waives promptness, diligence, notice of 
acceptance and any other notice with respect to any of the Clawback Obligation, 
the other obligations under this Sponsor Agreement, the Loans, or this Sponsor 
Agreement and any requirement that the Administrative Agent or any other Person 
protect, secure, perfect or insure any lien or any property subject thereto or 
exhaust any right 
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or take any action against the Company or any of its Affiliates or any other 
person or pursue any other remedy in the power of the Sponsor or the 
Administrative Agent. 
 
                  (c) The Sponsor hereby irrevocably waives any defense arising 
by reason of any claim or defense based upon an election of remedies by the 
Administrative Agent which in any manner impairs, reduces, releases or otherwise 
adversely affects the subrogation, contribution or reimbursement rights, if any, 
or other rights to proceed against the Company or any of its Affiliates, any 
other guarantor or any other person. 
 
                  (d) The Sponsor hereby irrevocably waives until the 
Termination Date (as defined below), any claim or other rights which it may now 
or hereafter acquire against the Company or any of its Affiliates that arises 
from the existence, payment, performance or enforcement of the Sponsor's 
obligations under this Sponsor Agreement, or any agreements or instruments 
executed and delivered in connection herewith and therewith, including, without 
limitation, any right (direct or indirect) of subrogation, reimbursement, 
exoneration, contribution or indemnification and any right to participate in any 
claim or remedy of the Company or any of its Affiliates against the 
Administrative Agent which the Administrative Agent now has or hereafter 
acquires, whether or not such claim, remedy or right arises in equity, or under 
contract, statute or common law, including without limitation, the right to take 
or receive from the Company or any of its Affiliates, directly or indirectly, in 
cash or other property or by set-off or in any other manner, payment or security 
on account of such claim, remedy or other rights. If any amount shall be paid to 
the Sponsor in violation of this Sponsor Agreement at any time prior to the 
later of (i) the payment in full of the Clawback Obligation and other amounts 
payable under this Sponsor Agreement in cash and (ii) the date upon which all of 
the Loans under the Credit Agreement shall have been indefeasibly paid (after 
giving effect to any extensions thereof from time to time, the "Termination 
Date"), such amount shall be deemed to have been paid to the Sponsor for the 
benefit of, and held in trust for the benefit of, the Administrative Agent, and 
shall forthwith be paid to the Administrative Agent to be credited and applied 
to the Clawback Obligation and all other amounts payable under this Sponsor 
Agreement, whether matured or unmatured. 
 
         SECTION 5. Representations and Warranties. The Sponsor makes the 
following representations and warranties, which shall survive the execution and 
delivery of this Sponsor Agreement and the consummation of the transactions 
contemplated hereby: 
 
                  (a) Organization of Sponsor. The Sponsor is a limited 
partnership duly organized, validly existing and in good standing under the laws 
of the State of Delaware. The Sponsor is in good standing in all jurisdictions 
where necessary in light of the business it conducts or the properties it owns 
and the transactions contemplated by the Sponsor Agreement, except where the 
failure to be in good standing could not reasonably be expected to have a 
material and adverse effect on the assets, liabilities, financial condition or 
operations of the Sponsor and its Subsidiaries on a consolidated basis. The 
Sponsor has the full power, authority and legal right to conduct its business as 
it is presently conducted, and to execute, deliver and perform its obligations 
under this Sponsor Agreement and to carry out the terms hereof and the 
transactions contemplated hereby. 
 
                  (b) Authorization. The execution, delivery and performance by 
the Sponsor of this Sponsor Agreement have been duly authorized by all necessary 
action. 
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                  (c) Execution and Delivery; Binding Agreement. This Sponsor 
Agreement has been duly executed and delivered by the Sponsor, is in full force 
and effect and constitutes the legal, valid and binding obligation of the 
Sponsor enforceable against the Sponsor in accordance with its terms, except as 
the enforceability thereof may be limited by the effect of any applicable 
bankruptcy, insolvency, reorganization, moratorium or similar laws affecting 
creditors' rights generally and by general principles of equity. 
 
                  (d) Litigation. No litigation, investigation or proceeding of 
or before any arbitrator or Governmental Authority is pending or, to the 
knowledge of the Sponsor, threatened by or against the Sponsor or any of its 
Subsidiaries, or against any of its or their respective properties, rights or 
assets (i) with respect to this Sponsor Agreement, the Credit Agreement, the 
other Financing Documents, the Project Documents or the EPN Security Documents 
or any of the transactions contemplated hereby or thereby, or (ii) which could 
reasonably be expected to have a Material Adverse Effect. 
 
                  (e) Compliance with Other Instruments, etc. The execution, 
delivery and performance by the Sponsor of this Sponsor Agreement and the 
consummation of the transactions contemplated hereby will not result in any 
violation of, breach of or default under any term of its charter or by-laws, or 
of any contract or agreement to which it is a party or by which it or its 
property is bound, or of any license, permit, franchise, judgment, writ, 
injunction, decree, order, charter, law, ordinance, rule or regulation 
applicable to it, except for any such violations which, individually or in the 
aggregate, would not materially and adversely affect the performance by the 
Sponsor of its obligations under this Sponsor Agreement. 
 
                  (f) Government Consent. No consent, order, authorization, 
waiver, approval or any other action, or registration, declaration or filing 
with, any Governmental Authority or any other Person is required to be obtained 
by the Sponsor in connection with the execution, delivery, performance, validity 
or enforceability of this Sponsor Agreement or the consummation of the 
transactions contemplated hereunder. 
 
                  (g) Investment Company Act. None of the Sponsor, the Company 
nor any El Paso Entity is an "investment company" or a company "controlled" by 
an "investment company," within the meaning of the Investment Company Act of 
1940, as amended. 
 
                  (h) Utility Regulation. None of the Sponsor, the Company nor 
any El Paso Entity is a "holding company" or a "subsidiary company" of a 
"holding company" or an "affiliate" of a "holding company" or of a "subsidiary 
company" of a "holding company" or a "public utility" within the meaning of the 
Public Utility Holding Company Act of 1935, as amended. 
 
                  (i) Financial Statements. The consolidated balance sheet of 
the Sponsor and its consolidated Subsidiaries as at March 31, 2000, and the 
related consolidated statements of operations and cash flows for the three 
months ended March 31, 2000, present fairly the consolidated financial condition 
of the Sponsor and its Subsidiaries as at each such date and the consolidated 
results of their operations and their consolidated cash flows for the three 
month period then ended. All such financial statements, including the related 
schedules and notes, if any, thereto, were prepared in accordance with GAAP 
applied consistently throughout the period involved. 
 
                  (j) Material Adverse Change. There has been no development or 
event since March 31, 2000 which has had or could reasonably be expected to have 
a Material Adverse Effect. 
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                  (k) Priority. The Clawback Obligation of the Sponsor set forth 
in Section 1 hereof ranks in priority of payment pari passu with the 
Indebtedness of the Sponsor under the EPN Credit Agreement. 
 
                  (l) EPN Credit Agreement. No Default or Event of Default under 
the EPN Credit Agreement has occurred and is continuing. 
 
         SECTION 6. Covenants of Sponsor. The Sponsor covenants and agrees with 
the Administrative Agent, for the benefit of the Secured Parties, that from and 
after the date hereof and so long as this Sponsor Agreement shall remain in 
effect: 
 
                  (a) Merger, Sale, etc. If the Sponsor is a party to a merger 
or consolidation in which the Sponsor is not the surviving entity, or sells all 
or substantially all of its assets, then the surviving corporation or the Person 
to which such sale has been made, as the case may be, shall confirm by an 
instrument in writing satisfactory to the Administrative Agent its assumption of 
the obligations and liabilities of the Sponsor hereunder. 
 
                  (b) Separate Existence. The Sponsor will, and will cause each 
of the Parent and the Company, to comply with the following undertakings: 
 
                           (i) the Sponsor and its Affiliates that are owners of 
         capital stock, membership interest, or other equity interest in the 
         Company or holders of any Subordinated Indebtedness of the Company 
         shall maintain separate records and books of account from those of 
         Company; 
 
                           (ii) the Sponsor and its Affiliates that are owners 
         of capital stock, membership interest, or other equity interest in the 
         Company or holders of any Subordinated Indebtedness of the Company 
         shall maintain its records and books of account in such a manner that 
         it would not be difficult or costly to segregate, ascertain, or 
         otherwise identify its assets and liabilities separate and distinct 
         from the assets and liabilities of the Company; 
 
                           (iii) funds and other assets of the Sponsor's and its 
         Affiliates' that are owners of capital stock, membership interest, or 
         other equity interest in the Company or holders of any Subordinated 
         Indebtedness of the Company shall not be commingled with the funds and 
         other assets of the Company; 
 
                           (iv) the Sponsor and its Affiliates that are owners 
         of capital stock, membership interest, or other equity interest in the 
         Company or holders of any Subordinated Indebtedness of the Company 
         shall not conduct its own business in the name of the Company; 
 
                           (v) except as otherwise set forth in this Sponsor 
         Agreement and in the other Financing Documents, the Sponsor and its 
         Affiliates that are owners of capital stock, membership interest, or 
         other equity interest in the Company or holders of any Subordinated 
         Indebtedness of the Company shall not pay for the liabilities of the 
         Company out of the funds of the Sponsor and such Affiliates; 
 
                           (vi) any financial transaction between the Sponsor 
         and its Affiliates that are owners of capital stock, membership 
         interest, or other equity interest in the Company or holders of any 
 
                                      -7- 



   8 
 
         Subordinated Indebtedness of the Company, on the one hand, and the 
         Company on the other hand, shall, except as otherwise provided in the 
         Financing Documents, be on terms no less favorable to the Company than 
         terms the Company could obtain with third parties and shall reflect the 
         separate identity and legal existence of each such entity; 
 
                           (vii) representatives and agents of the Company 
         (whether or not they are "loaned" employees of the Sponsor or its 
         Affiliates that are owners of capital stock, membership interest, or 
         other equity interest in the Company or holders of any Subordinated 
         Indebtedness of the Company) will, when purporting to act on behalf of 
         the Company, hold themselves out to third parties as being 
         representatives or agents of the Company, and will use stationery and 
         checks that so reflect; 
 
                           (viii) the Sponsor and each of its Affiliates that 
         are owners of capital stock, membership interest, or other equity 
         interest in the Company or holders of any Subordinated Indebtedness of 
         the Company shall not use stationery, invoices and checks bearing the 
         name of the Company; and 
 
                           (ix) the Sponsor and each of its Affiliates that are 
         owners of capital stock, membership interest, or other equity interest 
         in the Company or holders of any Subordinated Indebtedness of the 
         Company shall hold itself out as a separate entity, distinct from the 
         Company. 
 
                  (c)  Company Bankruptcy. The Sponsor will not consent to, vote 
                       for, or otherwise cause or permit (or permit any of its 
                       Affiliates, to consent to, or vote for, or otherwise 
                       cause or permit) the Company voluntarily to take any 
                       action that would result in the voluntary bankruptcy of 
                       the Company. 
 
                  (d)  Reporting Requirements.  The Sponsor will: 
 
                           (i) Quarterly Reporting. As soon as available, but in 
         any event within 60 days after the end of each of the first three 
         quarterly periods of each Fiscal Year of the Company, furnish to the 
         Administrative Agent, the unaudited consolidated and consolidating 
         balance sheet of the Sponsor and its consolidated Subsidiaries as at 
         the end of such quarter and the related unaudited consolidated and 
         consolidating statements of income and retained earnings and of cash 
         flows of the Sponsor and its consolidated Subsidiaries for such quarter 
         and the portion of the Fiscal Year through the end of such quarter, 
         setting forth in each case in comparative form the figures for the 
         previous year, certified by a Responsible Officer (as defined below) of 
         the Sponsor as being fairly stated in all material respects when 
         considered in relation to the consolidated and consolidating financial 
         statements of the Sponsor and its consolidated Subsidiaries (subject to 
         normal year-end audit adjustments). 
 
                           (ii) Annual Reporting. As soon as available, but in 
         any event within 120 days after the end of each Fiscal Year, furnish to 
         the Administrative Agent, a copy of the consolidated balance sheet of 
         the Sponsor and its consolidated Subsidiaries as at the end of such 
         year and the related consolidated statements of income and retained 
         earnings and of cash flows for such year, setting forth in each case in 
         comparative form the figures for the previous year, reported on without 
         a "going concern" or like qualification or exception, or qualification 
         arising out of the scope of the audit, by 
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         PriceWaterhouseCoopers LLP or other independent certified public 
         accountants of nationally recognized standing. 
 
                           (iii) Compliance Certificate. Concurrently with the 
         delivery of the financial statements for any Fiscal Year described in 
         Section 6(d)(i) and (ii) above, deliver to the Administrative Agent a 
         certificate of the Chief Executive Officer, Chief Operating Officer, 
         the President, the Chief Financial Officer, the Treasurer or any vice 
         president of the general partner of the Sponsor (each, a "Responsible 
         Officer"), (A) stating that, to such Responsible Officer's knowledge, 
         the Sponsor and its Subsidiaries during such period have observed and 
         performed all of their respective covenants and other agreements, and 
         satisfied every condition, contained in this Agreement, the EPN Credit 
         Agreement and the other Loan Documents (as defined in the EPN Credit 
         Agreement) to be observed, performed or satisfied by them, and that 
         such Responsible Officer has obtained no knowledge of any Default or 
         Event of Default except as specified in such certificate, and (B) 
         certifying that such financial statements fairly present the Sponsor's 
         and its Subsidiaries' consolidated financial condition and results of 
         the operations of the Sponsor at the date and for the period indicated 
         therein, subject to changes resulting from year-end audit adjustments. 
 
                           (iv) EPN Loan Documents. Promptly, in any event no 
         later than after the furnishing thereof to the EPN Lenders under the 
         EPN Credit Agreement and the other Loan Documents (as defined in the 
         EPN Credit Agreement), deliver to the Administrative Agent a written 
         notice of the occurrence of any Default or Event of Default under the 
         EPN Credit Agreement. 
 
                           (v) Stockholder & Public Information. Within five 
         days after the same are sent, deliver copies of all financial 
         statements and reports which the Sponsor sends to the holders of its 
         Capital Stock (as defined in the EPN Credit Agreement), and within five 
         days after the same are filed, copies of all financial statements and 
         reports which the Sponsor may make to, or file with, the Securities 
         Exchange Commission or any successor or analogous Government Authority. 
 
                           (vi) Certain Events. Promptly after a Responsible 
         Officer of the Sponsor obtains knowledge of the occurrence of any 
         Default hereunder, deliver to the Administrative Agent notice of such 
         occurrence together with a detailed statement by a Responsible Officer 
         of the Sponsor of the steps being taken by the Sponsor or the 
         appropriate Subsidiary of the Sponsor to cure the effect of such event. 
 
                           (vii) Other Information. Deliver such other 
         information (including non-financial information) as the Administrative 
         Agent or any Lender may reasonably request. 
 
         SECTION 7. Amendments, Etc. No amendment or waiver of any provision of 
this Sponsor Agreement and no consent to any departure by the Sponsor therefrom 
shall in any event be effective unless the same shall be in writing and signed 
by the Administrative Agent with consent of the Required Lenders, and then such 
waiver or consent shall be effective only in the specific instance and for the 
specific purpose for which given. 
 
         SECTION 8. Notices, Etc. All notices and other communications provided 
for hereunder shall be in writing (including telegraphic, telecopy, telex or 
cable communication) and mailed, telegraphed, telecopied, telexed, cabled or 
delivered, if to the Sponsor to El Paso Energy Partners, L.P., 1001 Louisiana, 
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26th Floor, Houston, Texas 77002, Telecopier Number: (713) 420-5477, Attention: 
Keith Forman, or if to the Administrative Agent, as provided in the Section 8.01 
of the Credit Agreement, or as to any party at such other address as shall be 
designated by such party in a written notice to each other party complying as to 
delivery with the terms of this Section 8. All such communications shall be 
deemed to have been duly given when transmitted by telex or telecopier, 
delivered to the telegraph or cable office or personally delivered or, in the 
case of a mailed notice, three (3) Business Days after the date deposited in the 
mails, postage prepaid, in each case given or addressed as aforesaid. 
 
         SECTION 9.  No Waiver; Remedies.  No failure on the part of 
Administrative Agent to exercise, and no delay in exercising, any right 
hereunder shall operate as a waiver thereof; nor shall any single or partial 
exercise of any right hereunder preclude any other or further exercise thereof 
or the exercise of any other right. The remedies herein provided are cumulative 
and not exclusive of any remedies provided by law. 
 
         SECTION 10. Continuing Guaranty. This Sponsor Agreement is a continuing 
guaranty and shall (a) remain in full force and effect until the Termination 
Date, (b) be binding upon the Sponsor, its successors and assigns and (c) inure 
to the benefit of and be enforceable by the Administrative Agent and its 
successors, indorsees, transferees and assigns. 
 
         SECTION 11. GOVERNING LAW. THIS SPONSOR AGREEMENT SHALL BE GOVERNED BY, 
AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK (WITHOUT 
REGARD TO ITS CONFLICT OF LAW PRINCIPLES OTHER THAN SECTION 5-1401 OF THE 
GENERAL OBLIGATIONS OF LAW). 
 
         SECTION 12. Jurisdiction, Etc.  The Sponsor hereby irrevocably and 
unconditionally: 
 
                  (a) submits for itself and its property in any legal action or 
proceeding relating to this Sponsor Agreement and the other Financing Documents 
to which it is a party, or for recognition and enforcement of any judgement in 
respect thereof, to the non-exclusive general jurisdiction of 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 mail (or 
substantially similar form of mail), postage prepaid, to the Sponsor at its 
address set forth in Section 8 or at such other address of which the 
Administrative Agent shall have been notified pursuant thereto; 
 
                  (d) agrees that nothing herein shall affect the right to 
effect service of process in any other manner permitted by law or shall limit 
the right to sue in any other jurisdiction; and 
 
                  (e) 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 or punitive 
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damages (including, without limitation, damages arising from the use of 
electronic, telecommunications or other information transmissions systems in 
connection with the Financing Documents). 
 
         SECTION 13. Assignment. All covenants and other agreements and 
obligations in this Sponsor Agreement shall (a) be binding upon the Sponsor and 
its successors, but the Sponsor may not assign its obligations hereunder without 
the consent of the Administrative Agent and the Required Lenders, except 
pursuant to a merger or consolidation not prohibited by the EPN Credit 
Agreement, and (b) inure to the exclusive benefit of, and be enforceable by, the 
Administrative Agent and any Secured Party, and, in each case, by its respective 
permitted successors, transferees and assigns (including any assignee for 
security purposes or Person holding a security interest herein). 
 
         SECTION 14. Counterparts. This Sponsor Agreement may be executed in any 
number of counterparts and by different parties hereto in separate counterparts, 
each of which when so executed shall be deemed to be an original and all of 
which taken together shall constitute one and the same agreement. This Sponsor 
Agreement may be delivered by facsimile transmission of the relevant signature 
pages hereof. 
 
         SECTION 15. Survival of Representations, Warranties and Indemnities; 
Entire Agreement. All representations, warranties and indemnities and 
undertakings to pay costs and expenses contained herein shall survive (a) the 
execution and delivery of this Sponsor Agreement, (b) the completion of the 
performance by (i) the Company of the Obligations, (ii) (iii) each other El Paso 
Entity of its obligations under the Project Documents or the Financing Documents 
to which it is a party and (c) except as contemplated by Section 13(a), the 
Transfer (whether or not a Permitted Transfer) by the Parent of all or a portion 
of its Membership Interest in the Company or any termination of its status as 
the Managing Member pursuant to the LLC Agreement, and may be relied upon by any 
Secured Party, or any assignee of such Secured Party permitted hereunder, 
regardless of any investigation made at any time by or on behalf of any Secured 
Party or any such assignee. 
 
         SECTION 16. Severability. Every provision of this Sponsor Agreement 
that is prohibited by or unenforceable in any jurisdiction shall, as to such 
jurisdiction, be ineffective to the extent of such prohibition or 
unenforceability without invalidating the remaining provisions hereof, and any 
such prohibition or unenforceability in any jurisdiction shall not invalidate or 
render unenforceable such provision in any other jurisdiction. 
 
         SECTION 17. No Third-Party Beneficiaries. This Sponsor Agreement is 
intended for the exclusive benefit of the Administrative Agent and the Secured 
Parties and no other Person shall have any rights hereunder, whether as a third- 
party beneficiary or otherwise. 
 
                  IN WITNESS WHEREOF, the Sponsor has caused this Sponsor 
Agreement to be duly executed and delivered by an officer thereunto duly 
authorized as of the date first above written. 
 
                                       EL PASO ENERGY PARTNERS, L.P. 
 
 
 
                                       By:  /s/ James Lytal 
                                            ------------------------------------ 
                                       Name:    James Lytral 
                                       Title:   President 
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                          AGREEMENT AND PLAN OF MERGER 
 
                                  By and Among 
 
                         EL PASO ENERGY PARTNERS, L. P., 
 
                      EL PASO PARTNERS ACQUISITION, L.L.C., 
 
                            CRYSTAL GAS STORAGE, INC. 
 
                                       and 
 
                              CRYSTAL HOLDING, INC. 
 
 
 
 
 
 
 
 
 
                                 AUGUST 28, 2000 
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         AGREEMENT AND PLAN OF MERGER dated as of August 28, 2000, among EL PASO 
ENERGY PARTNERS, L.P., a Delaware limited partnership ("Parent"), EL PASO 
PARTNERS ACQUISITION, L.L.C., a Delaware limited liability company ("Sub"), 
CRYSTAL HOLDING, INC., a Delaware corporation (the "Company"), and CRYSTAL GAS 
STORAGE, INC., a Delaware corporation ("Company Parent"). 
 
         WHEREAS, El Paso Energy Corporation ("El Paso Corporation") acquired 
the gas storage facilities and related assets now held by subsidiaries of the 
Company pursuant to a merger of Crystal Gas Storage, Inc., a Louisiana 
corporation into Company Parent (the "Prior Merger"), and Parent and El Paso 
Corporation now desire for Parent, through a subsidiary, to acquire such assets 
on substantially the same terms and conditions as El Paso Corporation acquired 
them; 
 
         WHEREAS, (i) El Paso Energy Partners Company, a Delaware corporation 
(the "General Partner"), is the sole general partner of Parent and holds a 
1.0101% membership interest in Sub, and (ii) Parent is the sole managing member 
of, and holds a 98.9899% membership interest in, Sub; 
 
         WHEREAS, Parent, as the sole managing member of Sub, and the respective 
Boards of Directors of the Company, the General Partner, Company Parent, as the 
sole stockholder of the Company, and El Paso Corporation, as the sole 
stockholder of Company Parent, have approved the acquisition of the Company by 
Parent on the terms and subject to the conditions of this Agreement and Plan of 
Merger (this "Agreement"); 
 
         WHEREAS, the parties hereto intend that, for tax purposes, the merger 
of the Company with and into Sub contemplated hereby (the "Merger"), be treated 
as a contribution of assets to Parent by Company Parent in exchange for Units 
(herein defined), followed by a contribution of the assets received by the 
Parent to Sub, and, to effect this intent, the parties are providing that the 
Company be merged directly with and into Sub; 
 
         WHEREAS, in order to effectuate such contribution to Parent, and 
acquisition of the Company, Parent, as the sole managing member of Sub, and the 
respective Boards of Directors of Company Parent, the Company, the General 
Partner and El Paso Corporation have approved the Merger, upon the terms and 
subject to the conditions of this Agreement, whereby each issued and outstanding 
share of common stock, $1.00 par value, of the Company (singularly, "Share" and 
plurally, "Shares") will be converted into the right to receive a proportionate 
share of the aggregate merger consideration described in Section 1.7(c); 
 
         WHEREAS, contemporaneously with the execution and delivery of this 
Agreement, Company Parent has executed and delivered a Shareholder Agreement of 
even date herewith (the "Shareholder Agreement") pursuant to which it has, inter 
alia, (i) approved the merger of the Company with and into Sub, upon the terms 
and subject to the conditions of this Agreement, and (ii) entered into certain 
agreements with Parent and Sub regarding the Shares beneficially owned by it; 
and 
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         WHEREAS, Parent, Sub, the Company and Company Parent desire to make 
certain representations, warranties and agreements in connection with the Merger 
and also to prescribe various conditions to the Merger. 
 
         NOW, THEREFORE, in consideration of the premises and the 
representations, warranties and agreements herein contained, the parties agree 
as follows: 
 
                                   ARTICLE I 
 
                                   THE MERGER 
 
         SECTION 1.1 The Merger. Upon the terms and subject to the conditions 
hereof and in accordance with the Delaware General Corporation Law (the "DGCL") 
and the Delaware Limited Liability Company Act (the "LLC Act" and together with 
the DGCL, the "Applicable Acts"), the Company shall be merged with and into Sub 
at the Effective Time of the Merger. Following the Merger, the separate 
corporate existence of the Company shall cease and Sub shall continue as the 
surviving company (the "Surviving Company") and shall succeed to and assume all 
the rights and obligations of the Company in accordance with the Applicable 
Acts. 
 
         SECTION 1.2 Effective Time. As soon as practicable following the 
satisfaction or waiver of the conditions set forth in Article VI, the parties 
hereto shall file a certificate of merger (the "Certificate of Merger") executed 
in accordance with the relevant provisions of the Applicable Acts. The Merger 
shall become effective at such time as the Certificate of Merger is duly filed 
with the Delaware Secretary of State (the time the Merger becomes effective 
being the "Effective Time of the Merger"). 
 
         SECTION 1.3 Effects of the Merger. The Merger shall have the effects 
set forth in Section 18-209 of the LLC Act and Section 259 of the DGCL. 
 
         SECTION 1.4 Certificate of Formation and Limited Liability Company 
Agreement 
 
                  (a) The Certificate of Formation of Sub, as in effect at the 
         Effective Time of the Merger, shall be the Certificate of Formation of 
         the Surviving Company until thereafter changed or amended as provided 
         therein or by applicable law; provided that such Certificate of 
         Formation shall be amended immediately subsequent to the Effective Time 
         of the Merger to change the name of Sub to Crystal Holding, L.L.C. 
 
                  (b) The Limited Liability Company Agreement of Sub as in 
         effect at the Effective Time of the Merger shall be the Limited 
         Liability Company Agreement of the Surviving Company until thereafter 
         changed or amended as provided therein or by applicable law. 
 
         SECTION 1.5 Managing Member. The sole managing member of Sub at the 
Effective Time of the Merger shall be the sole managing member of the Surviving 
Company and shall remain the sole managing member until the earlier of its 
resignation or removal or until its successor is duly appointed. The Surviving 
Company shall not have any directors or managers unless, and except to the 
extent, Sub has any directors or managers at the Effective Time of the Merger. 
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         SECTION 1.6 Officers. The officers of Sub at the Effective Time of the 
Merger shall be the officers of the Surviving Company and shall hold office 
until the earlier of their resignation or removal or until their respective 
successors are duly elected and qualified, as the case may be. 
 
         SECTION 1.7 Effect on Membership Interests in Sub. As of the Effective 
Time of the Merger, by virtue of the Merger and without any action on the part 
of the Company: 
 
                  (a) Membership Interests in Sub. Any membership interest in 
         Sub shall be converted into and become fully paid and nonassessable 
         membership interests in the Surviving Company, such that at the 
         Effective Time of the Merger, (i) Parent shall own 98.9899% of the 
         outstanding membership interests in, and, in accordance with Section 
         1.5, shall be the sole managing member of, the Surviving Company, and 
         (ii) the General Partner shall own 1.0101% of the outstanding 
         membership interests in the Surviving Company. 
 
                  (b) Cancellation of Treasury Stock and Parent Owned Shares. 
         All Shares that are owned directly or indirectly by the Company as 
         treasury stock or by any wholly owned subsidiary of the Company, and 
         any Shares owned by Parent, Sub or any other wholly-owned subsidiary of 
         Parent, shall be canceled, and no consideration shall be delivered in 
         exchange therefor. 
 
                  (c) Conversion of Shares. Each issued and outstanding Share 
         (other than Shares to be canceled in accordance with Section 1.7(b)) 
         shall be converted into the right to receive from Parent 170,000 Units 
         (without interest) (all such Units, in the aggregate, shall hereinafter 
         be referred to as the "Merger Consideration"). 
 
                                   ARTICLE II 
 
                               EXCHANGE PROCEDURE 
 
         SECTION 2.1 Exchange of Certificates 
 
                  (a) Exchange Procedure. Upon surrender of a certificate, that 
         immediately prior to the Effective Time of the Merger represented 
         outstanding Shares (each, a "Certificate"), for cancellation to Parent, 
         and such other documents as may reasonably be requested by Parent, the 
         holder of such Certificate shall be entitled to receive in exchange 
         therefor a certificate (the "Unit Certificate") representing the number 
         of Units into which the Shares theretofore represented by such 
         Certificate shall have been converted pursuant to Section 1.7(c), and 
         the Certificate so surrendered shall forthwith be canceled. No interest 
         will be paid or will accrue on the Units deliverable upon the surrender 
         of any Certificate. Until surrendered as contemplated by this Section 
         2.1, each Certificate shall be deemed at any time after the Effective 
         Time of the Merger to represent only the right to receive upon such 
         surrender the number of Units, without interest, into which the Shares 
         theretofore represented by such Certificate shall have been converted 
         pursuant to Section 1.7(c). If any Certificates shall not have been 
         surrendered prior to seven years after the Effective Time of the Merger 
         (or immediately prior to such earlier date on which any delivery 
         pursuant to this Section 2.1 would otherwise escheat to or become the 
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         property of any governmental body or agency), the delivery in respect 
         of such Certificate shall, to the extent permitted by applicable law, 
         become the property of the Surviving Company, free and clear of all 
         claims or interest of any person previously entitled thereto. Any Units 
         that remain unclaimed by holders of Certificates for six months after 
         the Effective Time of the Merger shall be delivered to the Surviving 
         Company upon demand, and any holder of Certificates who has not 
         theretofore complied with this Section 2.1(a) shall thereafter look 
         only to Parent for payment on their claim for Merger Consideration. 
 
                  (b) No Further Ownership Rights in Shares. All Unit 
         Certificates delivered upon the surrender of Certificates in accordance 
         with the terms of this Article II shall be deemed to have been 
         delivered in full satisfaction of all rights pertaining to the Shares 
         theretofore represented by such Certificates, and there shall be no 
         further registration of transfers on the transfer books of the 
         Surviving Company of Shares that were outstanding immediately prior to 
         the Effective Time of the Merger. If, after the Effective Time of the 
         Merger, Certificates are presented to the Surviving Company for any 
         reason, they shall be canceled and exchanged as provided in this 
         Article II. 
 
                  (c) No Fractional Units. No fractional Units shall be issued 
         in connection with the Merger. Each holder of a Certificate which 
         surrenders a Certificate in accordance with this Article II and would 
         be entitled to receive fractional Units based on the conversion 
         pursuant to Section 1.7(c), will instead receive cash in the amount of 
         $1,000 per Unit in lieu of any fractional Units. 
 
                                  ARTICLE III 
 
                         REPRESENTATIONS AND WARRANTIES 
 
         SECTION 3.1 Representations and Warranties of the Company. Company 
Parent and the Company, jointly and severally, represent and warrant to, and 
agree with, Parent and Sub as follows, subject to any exceptions specified in 
the Company Disclosure Document attached hereto as Schedule I to the extent such 
exceptions reference a specific Section of this Article III: 
 
                  (a) Organization, Standing and Power. The Company is a 
         corporation duly organized, validly existing and in good standing under 
         the laws of the State of Delaware and has the requisite corporate power 
         and authority to carry on its business as now being conducted. The 
         Company is duly qualified to do business and is in good standing in 
         each jurisdiction in which the nature of its business or the ownership 
         or leasing of its properties makes such qualification necessary, other 
         than in such jurisdictions where the failure to be so qualified to do 
         business or in good standing (individually or in the aggregate) would 
         not have, or be reasonably likely to have, a material adverse effect on 
         the Company. 
 
                  (b) Subsidiaries. The Company's subsidiaries are corporations, 
         limited liability companies or general partnerships that are duly 
         organized, validly existing and in good standing under the laws of 
         their respective jurisdictions of organization and have the requisite 
         corporate power and authority (or comparable power and authority in the 
         case of limited liability companies or general partnerships) to carry 
         on their respective 
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         businesses as they are now being conducted and to own, operate and 
         lease the assets they now own, operate or hold under lease. The 
         Company's subsidiaries are duly qualified to do business and are in 
         good standing in each jurisdiction in which the nature of their 
         respective businesses or the ownership or leasing of their respective 
         properties makes such qualification necessary, other than in such 
         jurisdictions where the failure to be so qualified or in good standing 
         would not have, or be reasonably likely to have, a material adverse 
         effect on the Company. All the outstanding shares of capital stock of 
         the Company's subsidiaries that are corporations, and all the ownership 
         interests of the Company in its other subsidiaries, have been duly 
         authorized and validly issued and are, except in the case of any 
         subsidiary that is a general partnership, fully paid and nonassessable 
         and were not issued in violation of any preemptive rights or other 
         preferential rights of subscription or purchase of any person. All such 
         stock and ownership interests are owned of record and beneficially by 
         the Company or by a wholly owned subsidiary of the Company, free and 
         clear of all liens, pledges, security interests, charges, claims and 
         other encumbrances of any kind or nature ("Liens"). Except for the 
         capital stock of, or ownership interests in, its subsidiaries, the 
         Company does not own, directly or indirectly, any capital stock, equity 
         interest or other ownership interest in any corporation, partnership, 
         association, joint venture, limited liability company or other entity. 
         Section 3.1(b) of the Company Disclosure Document sets forth each 
         subsidiary of the Company, the stockholders or other owners of such 
         subsidiary, the equity interest of each such owner and the jurisdiction 
         of formation of such subsidiary. 
 
                  (c) Capital Structure. The authorized capital stock of the 
         Company consists of 1,000 shares of common stock, $1.00 par value, 
         1,000 shares of which are issued and outstanding. Except as set forth 
         above, no shares of capital stock or other equity or voting securities 
         of the Company are reserved for issuance or outstanding. All 
         outstanding shares of capital stock of the Company are owned by Company 
         Parent, and are validly issued, fully paid and nonassessable and not 
         subject to preemptive rights. No capital stock has been issued by the 
         Company since its formation. There are no outstanding or authorized 
         securities, options, warrants, calls, rights, commitments, preemptive 
         rights, agreements, arrangements or undertakings of any kind to which 
         the Company or any of its subsidiaries is a party, or by which any of 
         them is bound, obligating the Company or any of its subsidiaries to 
         issue, deliver or sell, or cause to be issued, delivered or sold, any 
         shares of capital stock or other equity or voting securities of, or 
         other ownership interests in, the Company or of any of its subsidiaries 
         or obligating the Company or any of its subsidiaries to issue, grant, 
         extend or enter into any such security, option, warrant, call, right, 
         commitment, agreement, arrangement or undertaking. 
 
                  (d) Authority; Noncontravention. Each of Company Parent and 
         the Company has the requisite corporate power and authority to enter 
         into this Agreement and to consummate the transactions contemplated 
         hereby and to take such actions, if any, as shall have been taken with 
         respect to the matters referred to in Section 3.1(h). The execution and 
         delivery of this Agreement by Company Parent and the Company and the 
         consummation by Company Parent and the Company of the transactions 
         contemplated hereby have been duly authorized by all necessary 
         corporate action on the part of Company Parent and the Company. This 
         Agreement has been duly and validly executed 
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         and delivered by Company Parent and the Company, and constitutes a 
         valid and binding obligation of Company Parent and the Company, 
         enforceable against Company Parent and the Company in accordance with 
         its terms, except that (i) such enforcement may be subject to 
         bankruptcy, insolvency, reorganization, moratorium or other similar 
         laws or judicial decisions now or hereafter in effect relating to 
         creditors' rights generally and (ii) the remedy of specific performance 
         and injunctive relief may be subject to equitable defenses and to the 
         discretion of the court before which any proceeding therefor may be 
         brought. The execution and delivery of this Agreement by Company Parent 
         and the Company do not, and the consummation of the transactions 
         contemplated hereby and compliance with the provisions hereof will not, 
         conflict with, or result in any violation of, or default (with or 
         without notice or lapse of time, or both) under, or give rise to a 
         right of termination, cancellation or acceleration of or "put" right 
         with respect to any obligation or to loss of a material benefit under, 
         or result in the creation of any lien, security interest, charge or 
         encumbrance upon any of the properties or assets of the Company or any 
         of its subsidiaries under, any provision of (i) the Certificate of 
         Incorporation, as amended (the "Company Charter"), or By-laws of the 
         Company or any provision of the comparable organizational documents of 
         its subsidiaries or Company Parent, (ii) any loan or credit agreement, 
         note, bond, mortgage, indenture, lease, or other agreement, instrument, 
         permit, concession, franchise or license applicable to the Company, any 
         of its subsidiaries or Company Parent or their respective properties or 
         assets or (iii) subject to governmental filings and other matters 
         referred to in the following sentence, any judgment, order, decree, 
         statute, law, ordinance, rule or regulation or arbitration award 
         applicable to the Company or any of its subsidiaries or their 
         respective properties or assets, other than, in the case of clause 
         (ii), any such conflicts, violations, defaults, rights or liens, 
         security interests, charges or encumbrances that individually or in the 
         aggregate would not have, or be reasonably likely to have, a material 
         adverse effect on the Company and would not, or be reasonably likely 
         to, materially impair the ability of the Company or Company Parent to 
         perform their obligations hereunder or prevent the consummation of any 
         of the transactions contemplated hereby. To the Company's knowledge, no 
         consent, approval, order or authorization of, or registration, 
         declaration or filing with, any court, administrative agency or 
         commission or other governmental authority or agency, domestic or 
         foreign, including local authorities (a "Governmental Entity"), is 
         required by or with respect to the Company, any of its subsidiaries or 
         Company Parent in connection with the execution and delivery of this 
         Agreement by Company Parent and the Company or the consummation by 
         Company Parent and the Company of the transactions contemplated hereby, 
         except for (i) the filing of a premerger notification and report form 
         by the Company under the Hart-Scott-Rodino Antitrust Improvements Act 
         of 1976, as amended (the "HSR Act"), and (ii) the filing of the 
         Certificate of Merger with the Delaware Secretary of State with respect 
         to the Merger, as provided in the Applicable Acts, and appropriate 
         documents with the relevant authorities of other jurisdictions in which 
         the Company is qualified to do business and such other consents, 
         approvals, orders, authorizations, registrations, declarations and 
         filings the failure of which to be obtained or made would not have, or 
         be reasonably likely to have, a material adverse effect on the Company. 
 
                  (e) SEC Documents. Company Parent has filed all required 
         reports, schedules, forms, statements and other documents with the 
         Securities and Exchange 
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         Commission ("SEC") since January 1, 1998 (such documents, together with 
         all exhibits and schedules thereto and documents incorporated by 
         reference therein, collectively referred to herein as the "SEC 
         Documents"). To the Company's knowledge, as of their respective dates, 
         the SEC Documents complied in all material respects with the 
         requirements of the Securities Act of 1933, as amended (the "Securities 
         Act"), or the Securities Exchange Act of 1934, as amended (the 
         "Exchange Act"), as the case may be, and the rules and regulations of 
         the SEC promulgated thereunder applicable to such SEC Documents, and 
         none of the SEC Documents contained any untrue statement of a material 
         fact or omitted to state a material fact required to be stated therein 
         or necessary in order to make the statements therein, in light of the 
         circumstances under which they were made, not misleading. Section 
         3.1(e) of the Company Disclosure Document contains complete and 
         accurate copies of (i) the audited financial statements of Company 
         Parent and its consolidated subsidiaries for the fiscal year ended 
         December 31, 1999 (the "Year-End Financial Statements"), and (ii) the 
         unaudited financial statements of Company Parent and its consolidated 
         subsidiaries for the three months ended March 31, 2000 (the "Interim 
         Financial Statements" and, together with the Year-End Financial 
         Statements, the "Recent Financial Statements"). The Recent Financial 
         Statements and the consolidated financial statements of Company Parent 
         included in the SEC Documents (the "SEC Financial Statements" and, 
         together with the Recent Financial Statements, the "Financial 
         Statements") comply in all material respects with applicable accounting 
         requirements and the published rules and regulations of the SEC with 
         respect thereto, have been prepared in accordance with generally 
         accepted accounting principles (except, in the case of unaudited 
         statements, as permitted by Form 10-Q of the SEC) applied on a 
         consistent basis during the periods involved (except as may be 
         indicated in the notes thereto) and fairly present the consolidated 
         financial position of the Company and its consolidated subsidiaries as 
         of the dates thereof and the consolidated results of their operations 
         and cash flows for the periods then ended (subject, in the case of 
         unaudited statements, to normal year-end audit adjustments and other 
         adjustments described therein). 
 
                  (f) Information Supplied. None of the information supplied by 
         the Company Parent to El Paso Corporation, prior to the date hereof for 
         the purpose of obtaining approval of the Prior Merger by Company 
         Parent, contained any untrue statement of a material fact or omitted to 
         state any material fact required to be stated therein or necessary in 
         order to make the statements therein, in light of the circumstances 
         under which they were made, not misleading. 
 
                  (g) Absence of Certain Changes or Events. Except as disclosed 
         in the SEC Documents and Section 3.1(g) of the Company Disclosure 
         Document, since December 31, 1998, Company Parent and the Company have 
         conducted their business only in the ordinary course consistent with 
         past practice, and there has not been (i) any event or circumstance 
         that has had or been reasonably likely to have a material adverse 
         effect with respect to the Company or its subsidiaries; (ii) any 
         declaration, setting aside or payment of any dividend (whether in cash, 
         stock or property) with respect to any of the Company's capital stock; 
         (iii) (A) any granting by the Company, Company Parent or any of their 
         respective subsidiaries to any executive officer of the Company, 
         Company Parent or any of their respective subsidiaries of any increase 
         in compensation, except in the 
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         ordinary course of business consistent with prior practice or as was 
         required under employment agreements in effect as of December 31, 1998, 
         (B) any granting by the Company, Company Parent or any of its 
         subsidiaries to any such executive officer of any increase in severance 
         or termination pay, except as was required under employment, severance 
         or termination agreements in effect as of December 31, 1998, or (C) 
         except in accordance with past practice as to executive officers, any 
         entry by the Company or any of its subsidiaries into any employment, 
         severance or termination agreement with any such executive officer; 
         (iv) any damage, destruction or loss, whether or not covered by 
         insurance, that has or reasonably could be expected to have a material 
         adverse effect on the Company or its subsidiaries; (v) any change in 
         accounting methods, principles or practices by the Company or Company 
         Parent materially affecting its assets, liabilities or business, except 
         insofar as may have been required by a change in generally accepted 
         accounting principles; or (vi) any event which, if it had taken place 
         following the execution of this Agreement, would not have been 
         permitted by Section 4.1. 
 
                  (h) State Takeover Statutes; Absence of Supermajority 
         Provision. The Company has taken all action to assure that no state 
         takeover statute or similar statute or regulation, shall apply to the 
         Merger, the Shareholder Agreement, or any of the other transactions 
         contemplated hereby or by the Shareholder Agreement. Except for the 
         approval of the Merger by Company Parent as the sole stockholder of the 
         Company that was obtained contemporaneously with the execution of this 
         Agreement, no other stockholder action on the part of the Company is 
         required for approval of the Merger and the transactions contemplated 
         hereby. 
 
                  (i) Brokers. No broker, investment banker or other person is 
         entitled to receive from the Company or any of its subsidiaries any 
         investment banking, brokerage or finder's fees in connection with this 
         Agreement or the transactions contemplated hereby, including any fee 
         for any opinion rendered by any investment banker. 
 
                  (j) Litigation. Except as disclosed in the SEC Documents, and 
         Section 3.1(j) of the Company Disclosure Schedule, there is no suit, 
         action, proceeding or investigation pending or, to the Company's 
         knowledge, threatened against or affecting the Company or any of its 
         subsidiaries that has had or could reasonably be expected to have a 
         material adverse effect on the Company or its subsidiaries or prevent, 
         hinder or materially delay the ability of the Company or Company Parent 
         to consummate the transactions contemplated by this Agreement, nor is 
         there any judgment, decree, injunction, rule or order of any 
         Governmental Entity or arbitrator outstanding against the Company, 
         Company Parent or any of their respective subsidiaries which has had, 
         or which, insofar as reasonably can be foreseen, in the future could 
         have, any such effect. 
 
                  (k) Employees; Employee Benefit Matters. The Company and its 
         subsidiaries (i) have no employees, (ii) do not sponsor any employee 
         benefit plans or arrangements and (iii) have no liability or 
         responsibility with respect to any employee benefit plan or arrangement 
         maintained by any other entity, but excluding, in the case of each of 
         (i) through (iii), exceptions which would not, individually or in the 
         aggregate, reasonably be expected to have a material adverse effect on 
         the Company or its subsidiaries. 
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         (l) Taxes. 
 
                  (i) Each of the Company and each of its subsidiaries, and any 
         consolidated, combined, unitary or aggregate group for Tax purposes of 
         which the Company or any of its subsidiaries is or has been a member, 
         has timely filed (taking into account any extensions) all Tax Returns 
         required to be filed by it on or before the Effective Time of the 
         Merger and has timely paid or deposited (or the Company has paid or 
         deposited on its behalf) all Taxes and estimated Taxes which are 
         required to be paid or deposited before the Effective Time of the 
         Merger. Each of the Tax Returns filed by the Company or any of its 
         subsidiaries is accurate and complete in all material respects. The 
         Company has delivered or made available to Parent accurate and complete 
         copies of all Tax Returns of the Company and its subsidiaries that have 
         been requested by Parent. The Company shall give Parent an opportunity 
         to review and comment upon any Tax Returns of the Company and its 
         subsidiaries to be filed after the date of this Agreement. No extension 
         or waiver of the limitation period applicable to any of the Tax Returns 
         of the Company or its subsidiaries has been granted, and no such 
         extension or waiver has been requested from any of the Company or its 
         subsidiaries. The Financial Statements reflect an adequate reserve for 
         all Taxes payable by the Company and its subsidiaries for all taxable 
         periods and portions thereof through the date of such financial 
         statements; 
 
                  (ii) No material deficiencies for any Taxes have been 
         proposed, asserted or assessed against the Company or any of its 
         subsidiaries, no requests for waivers of the time to assess any such 
         Taxes have been granted or are pending, and there are no tax liens upon 
         any assets of the Company or any of its subsidiaries (except for liens 
         for ad valorem Taxes not yet delinquent and other Taxes not yet due and 
         payable) and no claim has been made by any authority in a jurisdiction 
         where any of the Company and its subsidiaries does not file Tax Returns 
         that it is or may be subject to taxation in that jurisdiction. There 
         are no current examinations of any Tax Return of the Company or any of 
         its subsidiaries being conducted and there are no settlements of any 
         prior examinations which could reasonably be expected to materially 
         adversely affect any taxable period for which the statute of 
         limitations has not run. 
 
                  (iii) None of the Company or its subsidiaries is, or has been, 
         a party to or bound by any tax indemnity agreement, tax sharing 
         agreement, tax allocation agreement or similar contract. 
 
                  (iv) [INTENTIONALLY OMITTED] 
 
                  (v) The limited liability company subsidiaries of the Company 
         are, or will be at the Effective Time of the Merger, treated as 
         disregarded entities for federal income Tax purposes and the assets of 
         such subsidiaries are, or will be at the Effective Time of the Merger, 
         treated as owned directly by the Company for federal income Tax 
         purposes. 
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                  (vi) No person is required to withhold any amounts pursuant to 
         Section 1445 of the Internal Revenue Code of 1986, as amended (the 
         "Code"), from any delivery of Merger Consideration to holders of Shares 
         pursuant to the Merger. The Company has delivered or made available to 
         Parent accurate and complete copies of all audit reports and similar 
         documents relating to Tax Returns of the Company and its subsidiaries; 
 
                  (vii) As used herein, "Tax" or "Taxes" shall mean all taxes of 
         any kind, including, without limitation, those on or measured by or 
         referred to as income, gross receipts, sales, use, ad valorem, 
         franchise, profits, license, withholding, payroll, employment, 
         estimated, excise, severance, stamp, occupation, premium, value added, 
         property or windfall profits taxes, customs, duties or similar fees, 
         assessments or charges of any kind whatsoever, together with any 
         interest and any penalties, additions to tax or additional amounts 
         imposed by any Governmental Entity, domestic or foreign. As used 
         herein, "Tax Return" shall mean any return, report, statement or 
         information required to be filed with any Governmental Entity with 
         respect to Taxes. 
 
                  (m) [INTENTIONALLY OMITTED.] 
 
                  (n) Environmental Matters. Except as would not have, or be 
         reasonably likely to have, a material adverse effect on the Company, 
         (i) the business operations of the Company and its subsidiaries are 
         being conducted, and to the Company's knowledge have at all times been 
         conducted, in compliance with all limitations, restrictions, standards 
         and requirements established under environmental laws, (ii) no facts or 
         circumstances exist that impose on the Company or any of its 
         subsidiaries an obligation under environmental laws to conduct any 
         removal, remediation, or similar response action, or that would form 
         the basis of any claim, action, lawsuit, proceeding or investigation 
         against, or any liability of, the Company or any of its subsidiaries 
         under any environmental law, (iii) there is no obligation, undertaking 
         or liability arising out of or relating to environmental laws that the 
         Company or any of its subsidiaries has agreed to, assumed or retained, 
         by contract or otherwise, or that has been imposed on the Company or 
         any of its subsidiaries by any writ, injunction, decree, order or 
         judgment, (iv) neither the Company nor any of its subsidiaries has 
         received any written request for information, or been notified that it 
         is a potentially responsible party, under CERCLA or any similar state 
         law, and (v) there are no lawsuits, claims, actions, investigations or 
         proceedings pending or, to the knowledge of the Company, threatened 
         against the Company or any of its subsidiaries that arise out of or 
         relate to environmental laws. 
 
                  (o) Compliance with Laws. The Company and its subsidiaries 
         hold all required, necessary or applicable permits, licenses, 
         variances, exemptions, orders, franchises and approvals of all 
         Governmental Entities, except where the failure to so hold would not 
         have, or be reasonably likely to have, a material adverse effect on the 
         Company (the "Company Permits"). The Company and its subsidiaries are 
         in compliance with the terms of the Company Permits except where the 
         failure to so comply would not have, or be reasonably likely to have, a 
         material adverse effect on the Company. Neither the Company nor any of 
         its subsidiaries has violated or failed to 
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         comply with any statute, law, ordinance, regulation, rule, permit or 
         order of any Federal, state or local government, domestic or foreign, 
         or any Governmental Entity, any arbitration award or any judgment, 
         decree or order of any court or other Governmental Entity, applicable 
         to the Company or any of its subsidiaries or their respective business, 
         assets or operations, except for violations and failures to comply that 
         have not had, individually or in the aggregate, or could not 
         individually or in the aggregate, reasonably be expected to have a 
         material adverse effect on the Company. 
 
                  (p) Material Contracts and Agreements. All material contracts 
         of the Company or its subsidiaries have been included in the SEC 
         Documents or in Section 3.1(p) of the Company Disclosure Document, 
         except for those contracts not required to be filed pursuant to the 
         rules and regulations of the SEC. Set forth on Section 3.1(p) of the 
         Company Disclosure Document is a complete and accurate listing of all 
         hedging and forward sale arrangements (i) to which the Company or any 
         of its subsidiaries is party or (ii) by which any of the Company's or 
         any of its subsidiaries' assets are bound. 
 
                  (q) Title to Properties. 
 
                           (i) To the Company's knowledge, Section 3.1(q) of the 
                  Company Disclosure Document and the SEC Documents list all 
                  real property and personal property assets required to be 
                  disclosed in periodic reports under the Securities and 
                  Exchange Act of 1934, as amended. Each of the Company and each 
                  of its subsidiaries has good and defensible title to, or valid 
                  leasehold interests in, all its material assets and properties 
                  purported to be owned by it in the SEC Documents or in Section 
                  3.1(q) of the Company Disclosure Document, except for such 
                  assets and properties as are no longer used or useful in the 
                  conduct of its businesses or as have been disposed of in the 
                  ordinary course of business and except for defects in title, 
                  easements, restrictive covenants and similar encumbrances or 
                  impediments that, in the aggregate, do not and will not 
                  materially interfere with its ability to conduct its business 
                  as currently conducted or as reasonably expected to be 
                  conducted. All such assets and properties, other than assets 
                  and properties in which the Company or any of the subsidiaries 
                  has leasehold interests, are free and clear of all Liens, 
                  other than (i) those set forth in the SEC Documents or in 
                  Section 3.1(q) of the Company Disclosure Document as not being 
                  free and clear of all Liens and (ii) Liens, that, in the 
                  aggregate, do not and will not materially interfere with the 
                  ability of the Company or any of its subsidiaries to conduct 
                  its business as currently conducted or as reasonably expected 
                  to be conducted. 
 
                           (ii) Except as would not have, or be reasonably 
                  likely to have, a material adverse effect on the Company, each 
                  of the Company and each of its subsidiaries has complied in 
                  all material respects with the terms of all leases to which it 
                  is a party and under which it is in occupancy, and all such 
                  leases are in full force and effect. Each of the Company and 
                  each of its subsidiaries enjoys peaceful and undisturbed 
                  possession under all such leases. 
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                  (r) Intellectual Property. The Company and its subsidiaries 
         own, or are licensed or otherwise have the right to use, all patents, 
         patent rights, trademarks, trademark rights, trade names, trade name 
         rights, service marks, service mark rights, copyrights, technology, 
         know-how, processes and other proprietary intellectual property rights 
         and computer programs which are material to the condition (financial or 
         otherwise) or conduct of the business and operations of the Company and 
         its subsidiaries taken as a whole. To the Company's knowledge, (i) the 
         use of such patents, patent rights, trademarks, trademark rights, 
         service marks, service mark rights, trade names, copyrights, 
         technology, know-how, processes and other proprietary intellectual 
         property rights and computer programs by the Company and its 
         subsidiaries does not infringe on the rights of any person, subject to 
         such claims and infringements as do not, in the aggregate, give rise to 
         any liability on the part of the Company and its subsidiaries which has 
         had or could have a material adverse effect on the Company, and (ii) no 
         person is, in any manner that has had or could have a material adverse 
         effect on the Company, infringing on any right of the Company or any of 
         its subsidiaries with respect to any such patents, patent rights, 
         trademarks, trademark rights, service marks, service mark rights, trade 
         names, copyrights, technology, know-how, processes and other 
         proprietary intellectual property rights and computer programs. No 
         claims are pending or, to the Company's knowledge, threatened that the 
         Company or any of its subsidiaries is infringing or otherwise adversely 
         affecting the rights of any person with regard to any patent, license, 
         trademark, trade name, service mark, copyright or other intellectual 
         property right. 
 
                  (s) [INTENTIONALLY OMITTED.] 
 
                  (t) Undisclosed Liabilities. Except as set forth in the SEC 
         Documents or in Section 3.1(t) of Company Disclosure Document, since 
         the Year-End Financial Statements, neither the Company nor any of its 
         respective subsidiaries had, and since such date neither the Company 
         nor any of such subsidiaries has incurred (except in the ordinary 
         course of business), any liabilities or obligations of any nature 
         (whether accrued, absolute, contingent or otherwise), which, 
         individually or in the aggregate, have had or could reasonably be 
         expected to have a material adverse effect on the Company or its 
         subsidiaries. 
 
                  (u) Pipeline Imbalances. There are no physical natural gas 
         cumulative imbalances with respect to the Company's or any of its 
         subsidiaries' properties which, individually or in the aggregate, have 
         had or could reasonably be expected to have a material adverse effect 
         on the Company. 
 
                  (v) [INTENTIONALLY OMITTED] 
 
                  (w) [INTENTIONALLY OMITTED] 
 
                  (x) Board Recommendation and Stockholder Approval. The Board 
         of Directors of both the Company and Company Parent have, by unanimous 
         vote, (i) determined that this Agreement and the transactions 
         contemplated hereby, including the Merger and the transactions 
         contemplated thereby, are fair to and in the best interests of their 
         respective stockholders, and (ii) resolved to recommend to their 
         respective 
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         stockholders that they approve the Merger and the transactions 
         contemplated thereby. Company Parent, the holder of all the outstanding 
         Shares, and El Paso Corporation, the holder of all the outstanding 
         capital stock of Company Parent, acting on such recommendations, have 
         by unanimous vote approved the Merger and the transactions contemplated 
         thereby. 
 
                  (y) Bankruptcy. The case of Company Parent under Chapter 11 of 
         the Bankruptcy Code has been closed under Section 350 of the Bankruptcy 
         Code. 
 
         SECTION 3.2 Representations and Warranties of Parent and Sub. Parent 
and Sub, jointly and severally, represent and warrant to, and agree with, 
Company Parent and the Company as follows: 
 
                  (a) Organization; Standing and Power. Parent and Sub are duly 
         organized, validly existing and in good standing under laws of their 
         states of formation and have the requisite company power and authority 
         to carry on their business as now being conducted. Parent and Sub are 
         duly qualified to do business and in good standing in each jurisdiction 
         in which the nature of their business or the ownership or leasing of 
         their properties makes such qualification necessary, other than in such 
         jurisdictions where the failure to be so qualified to do business 
         (individually or in the aggregate) would not have, or be reasonably 
         likely to have, a material adverse effect on Parent. 
 
                  (b) Authority; Noncontravention. Parent and Sub have the 
         requisite company power and authority to enter into this Agreement and 
         to consummate the transactions contemplated hereby. The execution and 
         delivery of this Agreement by Parent and Sub and the consummation by 
         Parent and Sub of the transactions contemplated hereby have been duly 
         authorized by all necessary company action on the part of Parent and 
         Sub. This Agreement has been duly executed and delivered by Parent and 
         Sub and constitutes a valid and binding obligation of Parent and Sub, 
         enforceable against Parent and Sub in accordance with its terms, except 
         that (i) such enforcement may be subject to bankruptcy, insolvency, 
         reorganization, moratorium or other similar laws or judicial decisions 
         now or hereafter in effect relating to creditors' rights generally and 
         (ii) the remedy of specific performance and injunctive relief may be 
         subject to equitable defenses and to the discretion of the court before 
         which any proceeding therefor may be brought. The execution and 
         delivery of this Agreement by Parent and Sub do not, and the 
         consummation of the transactions contemplated hereby and compliance 
         with the provisions hereof will not, conflict with, or result in any 
         violation of, or default (with or without notice or lapse of time, or 
         both) under, or give rise to a right of termination, cancellation or 
         acceleration of or "put" right with respect to any obligation or to 
         loss of a material benefit under, or result in the creation of any 
         lien, security interest, charge or encumbrance upon any of the 
         properties or assets of Parent or Sub or any of their subsidiaries 
         under, any provision of (i) the organizational documents of Parent or 
         Sub, each as amended, or any comparable organizational documents of 
         their respective subsidiaries, (ii) any loan or credit agreement, note, 
         bond, mortgage, indenture, lease or other agreement, instrument, 
         permit, concession, franchise or license applicable to Parent or Sub or 
         any of their subsidiaries or their respective properties or assets or 
         (iii) subject to the governmental filings and other matters referred to 
         in the following sentence, any 
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         judgment, order, decree, statute, law, ordinance, rule or regulation or 
         arbitration award applicable to Parent or Sub or any of their 
         subsidiaries or their respective properties or assets, other than, in 
         the case of clause (ii), any such conflicts, violations or defaults 
         that individually or in the aggregate would not materially impair the 
         ability of Parent and Sub to perform their respective obligations 
         hereunder or prevent the consummation of any of the transactions 
         contemplated hereby. To Parent's knowledge, no consent, approval, order 
         or authorization of, or registration, declaration or filing with, any 
         Governmental Entity is required by or with respect to Parent or Sub or 
         any of their subsidiaries in connection with the execution and delivery 
         of this Agreement by Parent and Sub or the consummation by Parent and 
         Sub of the transactions contemplated hereby, except for (i) the filing 
         by Parent of a premerger notification and report form under the HSR 
         Act, (ii) the filing with the SEC of such reports under Sections 13 of 
         the Exchange Act as may be required in connection with this Agreement 
         and the transactions contemplated hereby, (iii) filings in Delaware by 
         Sub in connection with the Merger. 
 
                  (c) [INTENTIONALLY OMITTED] 
 
                  (d) Brokers. No broker, investment banker or other person, 
         other than Goldman Sachs & Co., is entitled to any broker's, finder's 
         or other similar fee or commission in connection with the transactions 
         contemplated by this Agreement based upon arrangements made by or on 
         behalf of Parent or Sub, including any fee for any opinion rendered by 
         any investment banker. Parent is solely responsible for payment of a 
         fee owed to Goldman Sachs & Co. in connection with the transactions 
         contemplated by this Agreement. 
 
                  (e) Litigation. Except as disclosed in the Parent SEC 
         Documents, there is no suit, action, proceeding or investigation 
         pending or, to the knowledge of Parent, threatened against or affecting 
         Parent or any of its subsidiaries that could reasonably be expected to 
         prevent, hinder or materially delay the ability of Parent to consummate 
         the transactions contemplated by this Agreement, nor is there any 
         judgment, decree, injunction, rule or order of any Governmental Entity 
         or arbitrator outstanding against Parent or any of its subsidiaries 
         having, or which, insofar as reasonably can be foreseen, in the future 
         could have, any such effect. 
 
                  (f) Subsidiaries. Parent's subsidiaries are corporations, 
         limited liability companies or general partnerships that are duly 
         organized, validly existing and in good standing under the laws of 
         their respective jurisdictions of organization and have the requisite 
         company power and authority (or comparable power and authority in the 
         case of limited liability companies or general partnerships) to carry 
         on their respective businesses as they are now being conducted and to 
         own, operate and lease the assets they now own, operate or hold under 
         lease. Parent's subsidiaries are duly qualified to do business and are 
         in good standing in each jurisdiction in which the nature of their 
         respective businesses or the ownership or leasing of their respective 
         properties makes such qualification necessary, other than in such 
         jurisdictions where the failure to be so qualified or in good standing 
         would not have, or be reasonably likely to have, a material adverse 
         effect on Parent. All the outstanding shares of capital stock of 
         Parent's subsidiaries that are corporations, and all the ownership 
         interests of Parent in its other subsidiaries, have been 
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         duly authorized and validly issued and are, except in the case of any 
         subsidiary that is a general partnership, fully paid and nonassessable 
         and were not issued in violation of any preemptive rights or other 
         preferential rights of subscription or purchase of any person. All such 
         stock and ownership interests are owned of record and beneficially by 
         Parent or by a wholly owned subsidiary of Parent, free and clear of all 
         Liens. Except for the capital stock of, or ownership interests in, its 
         subsidiaries, Parent does not own, directly or indirectly, any capital 
         stock, equity interest or other ownership interest in any corporation, 
         partnership, association, joint venture, limited liability company or 
         other entity. The Parent SEC Documents set forth each subsidiary of the 
         Parent and the stockholders or other owners of such subsidiary. 
 
                  (g) Capital Structure. The capital structure of Sub consists 
         of membership units owned in the proportions described in the recitals 
         to this Agreement. There are no outstanding or authorized securities, 
         options, warrants, calls, rights, commitments, preemptive rights, 
         agreements, arrangements or undertakings of any kind to which Sub is a 
         party, or by which any of them is bound, obligating Sub to issue, 
         deliver or sell, or cause to be issued, delivered or sold, any equity 
         or voting securities of, or other ownership interests in, Sub or of any 
         of its subsidiaries or obligating Sub to issue, grant, extend or enter 
         into any such security, option, warrant, call, right, commitment, 
         agreement, arrangement or undertaking. As of December 31, 1999, Parent 
         had (i) 26,739,065 common units, 289,699 preference units, and no Units 
         issued and outstanding, representing 99.0% of the equity interest in 
         Parent, and (ii) a general partner interest, representing 1.0% of the 
         equity interest in Parent. Parent has the authority, without obtaining 
         unitholder consent, to issue any type and number of equity interest so 
         long as such interest is not senior in rights to distribution or 
         liquidation to the outstanding preference units. 
 
                  (h) SEC Documents. Parent has filed all SEC Documents (the 
         "Parent SEC Documents") with the SEC since January 1, 1998. To Parent's 
         knowledge, as of their respective dates, the Parent SEC Documents 
         complied in all material respects with the requirements of the 
         Securities Act or the Exchange Act, as the case may be, and the rules 
         and regulations of the SEC promulgated thereunder applicable to such 
         Parent SEC Documents, and none of the Parent SEC Documents contained 
         any untrue statement of a material fact or omitted to state a material 
         fact required to be stated therein or necessary in order to make the 
         statements therein, in light of the circumstances under which they were 
         made, not misleading. The consolidated financial statements of Parent 
         included in the Parent SEC Documents comply in all material respects 
         with applicable accounting requirements and the published rules and 
         regulations of the SEC with respect thereto, have been prepared in 
         accordance with generally accepted accounting principles (except, in 
         the case of unaudited statements, as permitted by Form 10-Q of the SEC) 
         applied on a consistent basis during the periods involved (except as 
         may be indicated in the notes thereto) and fairly present the 
         consolidated financial position of Parent and its consolidated 
         subsidiaries as of the dates thereof and the consolidated results of 
         their operations and cash flows for the periods then ended (subject, in 
         the case of unaudited statements, to normal year-end audit adjustments 
         and other adjustments described therein). 
 
 
 
                                       15 



   23 
 
                  (i) Absence of Certain Changes or Events. Except as disclosed 
         in the Parent SEC Documents, since Parent's most recent audited 
         financial statements, there has not been any transaction, commitment, 
         dispute or other event or condition (financial or otherwise) of any 
         character (whether or not in the ordinary course of business) which 
         alone or in the aggregate, has had, or would reasonably be expected to 
         have, a material adverse effect on Parent. 
 
                  (j) Environmental Matters. Except as would not have, or be 
         reasonably likely to have, a material adverse effect on Parent, (i) the 
         business operations of Parent and its subsidiaries are being conducted, 
         and to Parent's knowledge have at all times been conducted, in 
         compliance with all limitations, restrictions, standards and 
         requirements established under environmental laws, (ii) no facts or 
         circumstances exist that impose on Parent or any of its subsidiaries an 
         obligation under environmental laws to conduct any removal, 
         remediation, or similar response action, or that would form the basis 
         of any claim, action, lawsuit, proceeding or investigation against, or 
         any liability of, Parent or any of its subsidiaries under any 
         environmental law, (iii) there is no obligation, undertaking or 
         liability arising out of or relating to environmental laws that Parent 
         or any of its subsidiaries has agreed to, assumed or retained, by 
         contract or otherwise, or that has been imposed on Parent or any of its 
         subsidiaries by any writ, injunction, decree, order or judgment, (iv) 
         neither Parent nor any of its subsidiaries has received any written 
         request for information, or been notified that it is a potentially 
         responsible party, under CERCLA or any similar state law, and (v) there 
         are no lawsuits, claims, actions, investigations or proceedings pending 
         or, to the knowledge of Parent, threatened against Parent or any of its 
         subsidiaries that arise out of or relate to environmental laws. 
 
                  (k) Compliance with Laws. Parent and its subsidiaries hold all 
         required, necessary or applicable permits, licenses, variances, 
         exemptions, orders, franchises and approvals of all Governmental 
         Entities, except where the failure to so hold would not have, or be 
         reasonably likely to have, a material adverse effect on Parent (the 
         "Parent Permits"). Parent and its subsidiaries are in compliance with 
         the terms of the Parent Permits except where the failure to so comply 
         would not have, or be reasonably likely to have, a material adverse 
         effect on Parent. Neither Parent nor any of its subsidiaries has 
         violated or failed to comply with any statute, law, ordinance, 
         regulation, rule, permit or order of any Federal, state or local 
         government, domestic or foreign, or any Governmental Entity, any 
         arbitration award or any judgment, decree or order of any court or 
         other Governmental Entity, applicable to Parent or any of its 
         subsidiaries or their respective business, assets or operations, except 
         for violations and failures to comply that have not had, individually 
         or in the aggregate, or could not individually or in the aggregate, 
         reasonably be expected to have a material adverse effect on Parent. 
 
                  (l) Material Contracts and Agreements. All material contracts 
         of Parent or its subsidiaries have been included in the Parent SEC 
         Documents except for those contracts not required to be filed pursuant 
         to the rules and regulations of the SEC. 
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                  (m) Title to Properties. 
 
                           (i) To Parent's knowledge, the Parent SEC Documents 
                  list all real property and personal property assets required 
                  to be disclosed in periodic reports under the Exchange Act. 
                  Each of Parent and each of its subsidiaries has good and 
                  defensible title to, or valid leasehold interests in, all its 
                  material assets and properties purported to be owned by it in 
                  the Parent SEC Documents, except for such assets and 
                  properties as are no longer used or useful in the conduct of 
                  its businesses or as have been disposed of in the ordinary 
                  course of business and except for defects in title, easements, 
                  restrictive covenants and similar encumbrances or impediments 
                  that, in the aggregate, do not and will not materially 
                  interfere with its ability to conduct its business as 
                  currently conducted or as reasonably expected to be conducted. 
                  All such assets and properties, other than assets and 
                  properties in which Parent or any of the subsidiaries has 
                  leasehold interests, are free and clear of all Liens, other 
                  than (i) those set forth in the Parent SEC Documents as not 
                  being free and clear of all Liens and (ii) Liens, that, in the 
                  aggregate, do not and will not materially interfere with the 
                  ability of Parent or any of its subsidiaries to conduct its 
                  business as currently conducted or as reasonably expected to 
                  be conducted. 
 
                           (ii) Except as would not have, or be reasonably 
                  likely to have, a material adverse effect on Parent, each of 
                  Parent and each of its subsidiaries has complied in all 
                  material respects with the terms of all leases to which it is 
                  a party and under which it is in occupancy, and all such 
                  leases are in full force and effect. Each of Parent and each 
                  of its subsidiaries enjoys peaceful and undisturbed possession 
                  under all such leases. 
 
                  (n) Intellectual Property. Parent and its subsidiaries own, or 
         are licensed or otherwise have the right to use, all patents, patent 
         rights, trademarks, trademark rights, trade names, trade name rights, 
         service marks, service mark rights, copyrights, technology, know-how, 
         processes and other proprietary intellectual property rights and 
         computer programs which are material to the condition (financial or 
         otherwise) or conduct of the business and operations of Parent and its 
         subsidiaries taken as a whole. To Parent's knowledge, (i) the use of 
         such patents, patent rights, trademarks, trademark rights, service 
         marks, service mark rights, trade names, copyrights, technology, 
         know-how, processes and other proprietary intellectual property rights 
         and computer programs by Parent and its subsidiaries does not infringe 
         on the rights of any person, subject to such claims and infringements 
         as do not, in the aggregate, give rise to any liability on the part of 
         Parent and its subsidiaries which has had or could have a material 
         adverse effect on Parent, and (ii) no person is, in any manner that has 
         had or could have a material adverse effect on Parent, infringing on 
         any right of Parent or any of its subsidiaries with respect to any such 
         patents, patent rights, trademarks, trademark rights, service marks, 
         service mark rights, trade names, copyrights, technology, know-how, 
         processes and other proprietary intellectual property rights and 
         computer programs. No claims are pending or, to Parent's knowledge, 
         threatened that Parent or any of its subsidiaries is infringing or 
         otherwise adversely affecting the rights of any person with regard to 
         any patent, license, trademark, trade name, service mark, copyright or 
         other intellectual property right. 
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         (o) Undisclosed Liabilities. Except as set forth in the Parent SEC 
Documents, since Parent's most recent audited financial statements, neither 
Parent nor any of its subsidiaries had, and since such date neither Parent nor 
any of such subsidiaries has incurred (except in the ordinary course of 
business), any liabilities or obligations of any nature (whether accrued, 
absolute, contingent or otherwise), which, individually or in the aggregate, 
have had or could reasonably be expected to have a material adverse effect on 
Parent. 
 
         (p) Issuance of the Units. The issuance of the Units pursuant to 
Section 1.7(c) by Parent in connection with the Merger has been duly authorized 
and approved by all requisite partnership action, and such Units will, when 
issued in consideration for the Shares pursuant to this Agreement, be validly 
issued, fully paid and non-assessable; provided, however, that, any 
representation or warranty with respect to the non-assessability of the Units is 
subject to the qualifications under (i) Section 17-303(a) of the Delaware 
Revised Uniform Limited Partnership Act (the "Delaware LP Act") and (ii) Section 
17-607 of the Delaware LP Act. When issued, the Units will be free and clear of 
all liens and other encumbrances except for those created by (i) the Partnership 
Agreement; (ii) the Registration Rights Agreement; (iii) federal and state 
securities laws, and (iv) the Delaware LP Act. 
 
                                   ARTICLE IV 
 
                    COVENANTS RELATING TO CONDUCT OF BUSINESS 
 
SECTION 4.1 Conduct of Business of the Company. 
 
         (a) Ordinary Course. During the period from the date of this Agreement 
to the Effective Time of the Merger (except as otherwise specifically 
contemplated by the terms of this Agreement), the Company shall and shall cause 
its subsidiaries to carry on their respective businesses in the usual, regular 
and ordinary course in substantially the same manner as conducted at the date 
hereof (including the on-going expansion project at the Company's Mississippi 
gas storage operations (the "Gas Storage Expansion Project"), which is being 
undertaken in the ordinary course of business) and, to the extent consistent 
therewith, use all reasonable efforts to preserve intact their current business 
organizations and preserve their relationships with customers, suppliers, 
licensors, licensees, distributors and others having business dealings with 
them, in each case consistent with past practice, to the end that their goodwill 
and ongoing businesses shall be unimpaired to the fullest extent possible at the 
Effective Time of the Merger. Without limiting the generality of the foregoing, 
and except as otherwise expressly contemplated by this Agreement, the Company 
shall not, and shall not permit any of its subsidiaries to: 
 
                  (i) (A) declare, set aside or pay any dividends on, or make 
         any other distributions in respect of, any of its capital stock or 
         other equity interest, other than dividends and distributions by any 
         subsidiary of the Company to the Company or a wholly-owned subsidiary 
         of the Company, (B) split, combine or reclassify any of its capital 
         stock or other equity interest or issue or authorize the issuance of 
         any other securities in respect of, in lieu of or in substitution for 
         shares 
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         of its capital stock or other equity interest or (C) purchase, redeem 
         or otherwise acquire any shares of capital stock or other equity 
         interest of the Company or any of its subsidiaries or any other 
         securities thereof or any rights, warrants or options to acquire any 
         such interest or other securities; 
 
                  (ii) issue, deliver, sell, pledge or otherwise encumber any 
         shares of its capital stock or other equity interest, any other voting 
         securities or any securities convertible into, or any rights, warrants 
         or options to acquire, any such shares, voting securities or 
         convertible securities; 
 
                  (iii) amend the Company Charter, By-laws or other comparable 
         charter or organizational document; 
 
                  (iv) acquire or agree to acquire (A) by merging or 
         consolidating with, or by purchasing a substantial portion of the stock 
         or other equity interest or assets of, or by any other manner, any 
         business or any corporation, partnership, association, joint venture, 
         limited liability company or other entity or division thereof or (B) 
         any assets that would be material, individually or in the aggregate, to 
         the Company and its subsidiaries taken as a whole, except purchases of 
         supplies and inventory in the ordinary course of business consistent 
         with past practice; 
 
                  (v) sell, lease, mortgage, pledge, grant a Lien on or 
         otherwise encumber or dispose of any of its properties or assets, 
         except (A) sales of inventory in the ordinary course of business 
         consistent with past practice, (B) other transactions involving not in 
         excess of $500,000 in the aggregate and (C) the creation of Liens in 
         connection with working capital borrowings under revolving credit 
         facilities incurred in accordance with Section 3.1(a)(vi); 
 
                  (vi) (A) incur any indebtedness for borrowed money or 
         guarantee any such indebtedness of another person, issue or sell any 
         debt securities or warrants or other rights to acquire any debt 
         securities of the Company or any of its subsidiaries, guarantee any 
         debt securities of another person, enter into any "keep well" or other 
         agreement to maintain any financial statement condition of another 
         person or enter into any arrangement with respect to any of the 
         foregoing, except for working capital borrowings under revolving credit 
         facilities that are (1) incurred in the ordinary course of business, 
         (2) on terms customary for facilities of this type and (3) prepayable 
         without premium or penalty; provided the Company notifies Parent of the 
         entering into of any such facilities and of any drawdowns made 
         thereunder; or (B) make any loans, advances or capital contributions 
         to, or investments in, any other person, other than to the Company or 
         any subsidiary of the Company; 
 
                  (vii) make or incur any new capital expenditure with respect 
         to 2000, which, singly or in the aggregate with all other expenditures, 
         would exceed $500,000 or enter into any material agreements or 
         commitments with respect to 
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         capital expenditures without the prior written consent of Parent (which 
         consent shall not be unreasonably withheld); 
 
                  (viii) make any material election relating to Taxes or settle 
         or compromise any material Tax liability; 
 
                  (ix) pay, discharge or satisfy any claims, liabilities or 
         obligations (absolute, accrued, asserted or unasserted, contingent or 
         otherwise), other than the payment, discharge or satisfaction, in the 
         ordinary course of business consistent with past practice or in 
         accordance with their terms, of liabilities reflected or reserved 
         against in, or contemplated by, the most recent consolidated financial 
         statements (or the notes thereto) of the Company or incurred in the 
         ordinary course of business consistent with past practice; 
 
                  (x) release any party from or waive the benefits of, or agree 
         to modify in any manner, any confidentiality, standstill or similar 
         agreement to which the Company or any of its subsidiaries is a party; 
 
                  (xi) adopt a plan of complete or partial liquidation or 
         resolutions providing for or authorizing such a liquidation or a 
         dissolution, merger, consolidation, restructuring, recapitalization or 
         reorganization; 
 
                  (xii) change any material accounting principle used by it, 
         except as required by regulations promulgated by the SEC or the 
         Financial Accounting Standards Board; 
 
                  (xiii) settle or compromise any litigation (whether or not 
         commenced prior to the date of this Agreement) other than settlements 
         or compromises in consultation and cooperation with Parent, and, with 
         respect to any such settlement, with the prior written consent of 
         Parent, such consent not to be unreasonably withheld; 
 
                  (xiv) enter into any forward sale or hedging arrangements with 
         respect to natural gas transportation or storage or any other products; 
         or 
 
                  (xv) authorize any of, or commit or agree to take any of, the 
         foregoing actions. 
 
         (b) [INTENTIONALLY OMITTED] 
 
         (c) Employees. Neither the Company nor any of its subsidiaries shall 
hire or otherwise directly or indirectly acquire any employees during the period 
from the date of this Agreement to the Effective Time of the Merger. 
 
         (d) Other Actions. Neither Company Parent nor the Company shall, nor 
shall they permit any of their subsidiaries to, take any action that would, or 
that could reasonably be expected to, result in any of the representations and 
warranties of Company Parent or the Company set forth in this Agreement become 
untrue. 
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         (e) Conversion of the Company. Notwithstanding any provision of this 
Agreement to the contrary, the Company agrees that, prior to the Effective Time 
of the Merger, it shall take the actions necessary to be converted into, or 
otherwise become by merger or otherwise (collectively "conversion"), a new 
single member limited liability company organized under the Delaware Limited 
Liability Company Act. Notwithstanding references in this agreement to the 
Company as a corporation and having attributes associated therewith, at the 
Effective Time of the Merger, the Parties hereby acknowledge and agree that the 
Company shall be in the form of a Delaware limited liability company and that 
all references to the Company herein with terms associated with a corporation 
(i.e. shares, shareholders, etc.) shall be deemed to reference the corresponding 
term with respect to a limited liability company (i.e. membership interests, 
members, etc.), provided that the Merger Consideration shall be neither 
decreased nor increased as a result of the operation of this paragraph. 
 
         (f) Base Gas. Subject to changes in fuel gas and gas used to settle 
operational balancing accounts, the Company will maintain its current base gas 
levels at its gas storage facilities, which levels the Company believes are 
adequate to meet current contractual needs and to avoid damage to the storage 
facilities. 
 
                                   ARTICLE V 
 
                              ADDITIONAL AGREEMENTS 
 
SECTION 5.1 [INTENTIONALLY OMITTED] 
 
SECTION 5.2 Access to Information. 
 
         (a) During the period from the date hereof to the Effective Time of the 
Merger, except to the extent otherwise required by United States regulatory 
considerations: 
 
                  (i) The Company shall, and shall cause each of its 
         subsidiaries, officers, counsel, financial advisors and other 
         representatives to, afford to Parent, and to Parent's accountants, 
         counsel, financial advisors and other representatives, reasonable 
         access to the Company's and its subsidiaries' respective properties, 
         books, contracts, commitments and records and, during such period, the 
         Company shall, and shall cause each of its subsidiaries, officers, 
         counsel, financial advisors and other representatives to, furnish 
         promptly to Parent, 
 
         (A)      a copy of each report, schedule, registration statement and 
                  other document filed by the Company during such period 
                  pursuant to the requirements of Federal or state securities 
                  laws, and 
 
         (B)      all other information concerning its business, properties, 
                  financial condition, operations and personnel as Parent may 
                  from time to time reasonably request so as to afford Parent a 
                  reasonable opportunity to make at its sole cost and expense 
                  such review, examination and investigation of 
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                  the Company and its subsidiaries as Parent may reasonably 
                  desire to make. The Company agrees to advise Parent of all 
                  material developments with respect to the Company, its 
                  subsidiaries and their respective assets and liabilities. 
 
                  (ii) The Company shall promptly notify Parent of any notices 
         from or investigations by Governmental Entities that could materially 
         affect the Company's business or assets or the consummation of the 
         Merger. Parent will promptly notify the Company of any notices from or 
         investigations by Governmental Entities that could materially affect 
         Parent's consummation of the Merger. 
 
                  (iii) Except as required by law each of the Company and Parent 
         shall, and shall cause its respective directors, officers, accountants, 
         counsel, financial advisors and representatives and affiliates to, (i) 
         hold in confidence, unless compelled to disclose by judicial or 
         administrative process, or, in the opinion of its counsel, by other 
         requirements of law, all nonpublic information concerning the other 
         party furnished in connection with the transactions contemplated by 
         this Agreement until such time as such information becomes publicly 
         available (otherwise than through the wrongful act of such person), 
         (ii) not release or disclose such information to any other person, 
         except in connection with this Agreement to its auditors, attorneys, 
         financial advisors, other consultants and advisors, and (iii) not use 
         such information for any competitive or other purpose other than with 
         respect to its consideration and evaluation of the transactions 
         contemplated by this Agreement. Any investigation by any party of the 
         assets and business of the other party and its subsidiaries shall not 
         affect any representations and warranties hereunder or either party's 
         right to terminate this Agreement as provided in Article VII. 
 
         (b) In the event of the termination of this Agreement, each party 
promptly will deliver to the other party (and destroy all electronic data 
reflecting the same) all documents, work papers and other material (and any 
reproductions or extracts thereof and any notes or summaries thereto) obtained 
by such party or on its behalf from such other party or its subsidiaries as a 
result of this Agreement or in connection therewith so obtained before or after 
the execution hereof. 
 
SECTION 5.3 Reasonable Efforts; Notification. 
 
         (a) Upon the terms and subject to the conditions set forth in this 
Agreement, except to the extent otherwise required by United States regulatory 
considerations and otherwise provided in this Section 5.3, each of the parties 
agrees to use reasonable efforts to take, or cause to be taken, all actions, and 
to do, or cause to be done, and to assist and cooperate with the other parties 
in doing, all things necessary, proper or advisable to consummate and make 
effective, in the most expeditious manner practicable, the Merger, and the other 
transactions contemplated by this Agreement, including (i) the obtaining of all 
necessary actions or nonactions, waivers, consents and approvals from 
Governmental Entities and the making of all necessary registrations and filings 
(including filings with 
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Governmental Entities, if any) and the taking of all reasonable steps as may be 
necessary to obtain an approval or waiver from, or to avoid an action or 
proceeding by, any Governmental Entity, (ii) the obtaining of all necessary 
consents, approvals or waivers from third parties, (iii) the defending of any 
lawsuits or other legal proceedings, whether judicial or administrative, 
challenging this Agreement or the consummation of the transactions contemplated 
hereby, including seeking to have any stay or temporary restraining order 
entered by any court or other Governmental Entity vacated or reversed and (iv) 
the execution and delivery of any additional instruments necessary to consummate 
the transactions contemplated by this Agreement. In connection with and without 
limiting the foregoing, each of the Company (including its Board of Directors, 
as applicable) and Parent (including the General Partner's Board of Directors, 
as applicable) shall (i) take all action necessary to ensure that no state 
takeover statute or similar statute or regulation is or becomes applicable to 
the Merger, (ii) if any state takeover statute or similar statute or regulation 
becomes applicable to the Merger, take all action necessary to ensure that the 
Merger may be consummated as promptly as practicable on the terms contemplated 
by this Agreement and otherwise to minimize the effect of such statute or 
regulation on the Merger and (iii) cooperate with each other in the arrangements 
for refinancing any indebtedness of, or obtaining any necessary new financing 
for, the Company and the Surviving Company. 
 
         (b) The Company or Company Parent shall give prompt notice to Parent, 
and Parent or Sub shall give prompt notice to Company Parent, of (i) any 
representation or warranty made by it contained in this Agreement becoming 
untrue or inaccurate in any respect or (ii) the failure by it to comply with or 
satisfy in any material respect any covenant, condition or agreement to be 
complied with or satisfied by it under this Agreement; provided, however, that 
no such notification shall affect the representations or warranties or covenants 
or agreements of the parties or the conditions to the obligations of the parties 
hereunder. 
 
         (c) Each of the parties hereto (and, in the case of the Company, its 
ultimate controlling person, as necessary) shall file a premerger notification 
and report form under the HSR Act with respect to the Merger as promptly as 
reasonably possible following execution and delivery of this Agreement. Each of 
the parties hereto (and, in the case of the Company, its ultimate controlling 
person, as necessary) agrees to use reasonable efforts to promptly respond to 
any request for additional information pursuant to Section (e)(1) of the HSR 
Act. 
 
         (d) Except as otherwise required by United States regulatory 
considerations, the Company will furnish to Akin, Gump, Strauss, Hauer & Feld, 
L.L.P., counsel to Parent and Sub, copies of all correspondence, filings or 
communications (or memoranda setting forth the substance thereof (collectively, 
"Company HSR Documents")) between the Company, or any of its respective 
representatives, on the one hand, and any Governmental Entity, or members of the 
staff of such agency or authority, on the other hand, with respect to this 
Agreement or the Merger; provided, however, that (x) with respect to documents 
and other materials filed by or on behalf of the Company with the Antitrust 
Division of the Department of Justice, the Federal Trade Commission, or any 
state attorneys general that are available for review by Parent and Sub, copies 
will not be 
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required to be provided to Akin, Gump, Strauss, Hauer & Feld, L.L.P. and (y) 
with respect to any Company HSR Documents (1) that contain any information 
which, in the reasonable judgment of Fried, Frank, Harris, Shriver & Jacobson, 
special counsel to the Company, should not be furnished to Parent or Sub because 
of antitrust considerations or (2) relating to a request for additional 
information pursuant to Section (e)(1) of the HSR Act, the obligation of the 
Company to furnish any such Company HSR Documents to Akin, Gump, Strauss, Hauer 
& Feld, L.L.P. shall be satisfied by the delivery of such Company HSR Documents 
on a confidential basis to Akin, Gump, Strauss, Hauer & Feld, L.L.P. pursuant to 
a confidentiality agreement in form and substance reasonably satisfactory to 
Parent. Except as otherwise required by United States regulatory considerations, 
Parent and Sub will furnish to Fried, Frank, Harris, Shriver & Jacobson copies 
of all correspondence, filings or communications (or memoranda setting forth the 
substance thereof (collectively, "Parent HSR Documents")) between Parent, Sub or 
any of their respective representatives, on the one hand, and any Governmental 
Entity, or member of the staff of such agency or authority, on the other hand, 
with respect to this Agreement or the Merger; provided, however, that (x) with 
respect to documents and other materials filed by or on behalf of Parent or Sub 
with the Antitrust Division of the Department of Justice, the Federal Trade 
Commission, or any state attorneys general that are available for review by the 
Company, copies will not be required to be provided to Fried, Frank, Harris, 
Shriver & Jacobson and (y) with respect to any Parent HSR Documents (1) that 
contain information which, in the reasonable judgment of Akin, Gump, Strauss, 
Hauer & Feld, L.L.P., should not be furnished to the Company because of 
antitrust considerations or (2) relating to a request for additional information 
pursuant to Section (e)(1) of the HSR Act, the obligation of Parent and Sub to 
furnish any such Parent HSR Documents to Fried, Frank, Harris, Shriver & 
Jacobson shall be satisfied by the delivery of such Parent HSR Documents on a 
confidential basis to Fried, Frank, Harris, Shriver & Jacobson pursuant to a 
confidentiality agreement in form and substance reasonably satisfactory to the 
Company. 
 
         (e) At the election of Parent, the Company and Parent shall use 
reasonable efforts to defend all litigation under the Federal or state antitrust 
laws of the United States which if adversely determined would, in the reasonable 
opinion of Parent (based on the advice of outside counsel), be likely to result 
in the failure of the condition set forth in Section 6.1(b) not being satisfied, 
and to appeal any order, judgment or decree, which if not reversed, would result 
in the failure of such condition. Notwithstanding the foregoing, nothing 
contained in this Agreement shall be construed so as to require Parent, Sub or 
the Company, or any of their respective subsidiaries or affiliates, to sell, 
license, dispose of, or hold separate, or to operate in any specified manner, 
any assets or businesses of Parent, Sub, the Company or the Surviving Company 
(or to require Parent, Sub, the Company or any of their respective subsidiaries 
or affiliates to agree to any of the foregoing). The obligations of each party 
under Section 5.3(a) to use reasonable efforts with respect to antitrust matters 
shall be limited to compliance with the reporting provisions of the HSR Act and 
with its obligations under this Section 5.3(e). 
 
SECTION 5.4 [Intentionally omitted] 
 
SECTION 5.5 Indemnification. 
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         (a) The Company and Company Parent shall, and from and after the 
Effective Time of the Merger, Parent and the Surviving Company shall, indemnify, 
defend and hold harmless each person who is now, or has been at any time prior 
to the date hereof or who becomes prior to the Effective Time of the Merger, an 
officer or director of the Company or any of its subsidiaries or an employee of 
the Company or any of its subsidiaries who acts as a fiduciary under the 
employee benefit plans of any of them (but, with respect to such employees, only 
to the extent (if any) indemnified by the Company as of the date hereof) (the 
"Indemnified Parties") against all losses, claims, damages, costs, expenses 
(including attorneys' fees), liabilities or judgments or amounts that are paid 
in settlement with the approval of the indemnifying party (which approval shall 
not be unreasonably withheld) of or in connection with any threatened or actual 
claim, action, suit, proceeding or investigation based in whole or in part on or 
arising in whole or in part out of the fact that such person is or was a 
director, officer or such employee of the Company or any subsidiary whether 
pertaining to any matter existing or occurring at or prior to the Effective Time 
of the Merger and whether asserted or claimed prior to, or at or after, the 
Effective Time of the Merger (including arising out of or relating to the 
Merger, the consummation of the transactions contemplated herein, and any action 
taken in connection therewith). Any Indemnified Party wishing to claim 
indemnification under this Section 5.5, upon learning of any such claim, action, 
suit, proceeding or investigation, shall promptly notify the Company (or after 
the Effective Time of the Merger, Parent and the Surviving Company), but the 
failure so to notify shall not relieve a party from any liability that it may 
have under this Section 5.5, except to the extent such failure materially 
prejudices such party. Parent or the Surviving Company shall have the right to 
assume the defense thereof. If Parent or the Surviving Company does not assume 
the defense, the Indemnified Parties as a group may retain only one law firm to 
represent them with respect to each such matter unless there is, under 
applicable standards of professional conduct, a conflict between the positions 
of any two or more Indemnified Parties. The Indemnified Party will cooperate in 
the defense of any such matter. Parent shall not be liable for any settlement 
effected without its prior written consent. 
 
         (b) Parent shall purchase and maintain in effect for the benefit of the 
Indemnified Parties for a period of six years after the Effective Time of the 
Merger, directors' and officers' liability insurance of at least the same 
coverage and amounts containing terms and conditions that are no less 
advantageous in any material respect to the Indemnified Parties than that 
maintained by the Company and its subsidiaries as of the date of this Merger 
Agreement with respect to matters arising before the Effective Time of the 
Merger, provided that Parent shall not be required to pay an annual premium of 
such insurance in excess of three times the last annual premium paid by the 
Company prior to the date hereof, but in such case shall purchase as much 
coverage as possible for such amount. 
 
         (c) All rights to indemnification for acts or omissions occurring prior 
to the Effective Time of the Merger now existing in favor of the Indemnified 
Parties as provided in the charter documents or by-laws of the Company or its 
subsidiaries and in any indemnification agreements to which they are parties 
shall survive the Merger, and the Surviving Company shall continue such 
indemnification rights for acts or omissions 
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prior to the Effective Time of the Merger in full force and effect in accordance 
with their terms and Parent shall be financially responsible therefor. 
 
         (d) If the Surviving Company or any of its successors or assigns (i) 
consolidates with or merges into any other person and shall not be the 
continuing or surviving corporation or entity of such consolidation or merger or 
(ii) transfers all or substantially all of its properties and assets to any 
person, then and in each such case, proper provisions shall be made, and Parent 
shall cause them to be so made, so that the successors and assigns of the 
Surviving Company, which, in the reasonable good faith opinion of the Surviving 
Company, shall be financially responsible persons or entities, assume the 
obligations set forth in this Section 5.6. 
 
         (e) The provisions of this Section 5.5 are intended to be for the 
benefit of, and shall be enforceable by, the parties hereto and each Indemnified 
Party, his heirs and representatives. 
 
         SECTION 5.6 Fees and Expenses. Except as provided in Article VIII, all 
fees and expenses incurred in connection with the Merger, this Agreement and the 
transactions contemplated hereby shall be paid by the party incurring such fees 
or expenses, whether or not the Merger is consummated. 
 
         SECTION 5.7 Public Announcements. Parent and Sub, on the one hand, and 
the Company, on the other hand, will consult with each other before issuing any 
press release or otherwise making any public statements with respect to the 
transactions contemplated by this Agreement and shall not issue any such press 
release or make any such public statement prior to such consultation, except 
that each party may respond to questions from stockholders and other equity 
owners, and Parent may respond to inquiries from financial analysts and media 
representatives in a manner consistent with its past practice and each party may 
make such disclosure as may be required by applicable law or by obligations 
pursuant to any listing agreement with any national securities exchange without 
prior consultation to the extent such consultation is not reasonably 
practicable. The parties agree that the initial press release or releases to be 
issued in connection with the execution of this Agreement shall be mutually 
agreed upon prior to the issuance thereof. 
 
         SECTION 5.8 [INTENTIONALLY OMITTED] 
 
         SECTION 5.9 [INTENTIONALLY OMITTED] 
 
         SECTION 5.10 Partnership Agreement. As soon as reasonably practicable 
after the Effective Time of the Merger, Parent will execute and deliver, or 
cause to be executed and delivered, an amendment to the Amended and Restated 
Agreement of Limited Partnership of Parent dated as of February 19, 1993 (as 
amended from time to time, the "Partnership Agreement"), or, at Parent's sole 
discretion, an amendment and restatement of the Partnership Agreement, creating 
the Units, which amendment or amendment and restatement will include the 
provisions contained in Exhibit A hereto or substantially equivalent provisions 
(the "Unit Terms"). 
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         SECTION 5.11 Issuance Instructions and Registrations Rights Agreement. 
Unless otherwise instructed by Company, Parent will issue the Units to Company 
Parent. At or prior to the Effective Time of the Merger, Parent and Company 
Parent will execute and deliver a Registration Rights Agreement (the 
"Registration Rights Agreement"), which will be substantially in the form of 
Exhibit B hereto. 
 
         SECTION 5.12 Assignment of Natural Gas Storage Operating Agreements. 
Prior to the Effective Time of the Merger, Company Parent has assigned or will 
assign to the Company its rights and obligations under (i) the Natural Gas 
Storage Agreement dated January 5, 2000, among Tennessee Gas Pipeline Company, 
Company Parent and Petal Gas Storage, L.L.C., and (ii) the Natural Gas Storage 
Agreement dated January 5, 2000, among Tennessee Gas Pipeline Company, Company 
Parent and Hattiesburg Gas Storage Company. 
 
                                   ARTICLE VI 
 
                              CONDITIONS PRECEDENT 
 
         SECTION 6.1 Conditions to Each Party's Obligation to Effect the Merger. 
The respective obligation of each party to effect the Merger is subject to the 
satisfaction prior to the Effective Time of the Merger of the following 
conditions: 
 
                  (a) [INTENTIONALLY OMITTED] 
 
                  (b) Other Approvals. All authorizations, consents, orders or 
         approvals of, or declarations or filings with, or terminations or 
         expirations of waiting periods imposed by, any Governmental Entity 
         necessary for the consummation of the transactions contemplated by this 
         Agreement shall have been filed, shall have occurred or shall have been 
         obtained. 
 
                  (c) No Injunctions or Restraints. No temporary restraining 
         order, preliminary or permanent injunction or other order issued by any 
         court of competent jurisdiction or other legal restraint or prohibition 
         preventing the consummation of the Merger shall be in effect; provided, 
         however, that each of the parties shall have used reasonable efforts, 
         subject to the limitations set forth in Section 5.4 hereof, to prevent 
         the entry of any such injunction or other order and to appeal as 
         promptly as possible any injunction or other order that may be entered. 
 
         SECTION 6.2 Conditions to Obligations of Parent and Sub. The 
obligations of Parent and Sub to effect the Merger are subject to the following 
conditions: 
 
                  (a) that Company shall have performed in all material respects 
         all obligations to be performed by it under this Agreement prior to the 
         Effective Time of the Merger; 
 
                  (b) each of the representations and warranties of the Company 
         and Company Parent contained in Section 3.1 shall be true and correct 
         in all material respects (disregarding for these purposes any 
         materiality qualifications contained therein) when made and as of the 
         Effective Time of the Merger as if made on and as of such date 
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         (provided that such representations and warranties which are by their 
         express provisions made as of a specific date need be true and correct 
         only as of such specific date); and 
 
         SECTION 6.3 Condition to Obligations of the Company. The obligation of 
the Company to effect the Merger is subject to the conditions that (a) Parent 
and Sub shall have performed in all material respects all obligations to be 
performed by them under this Agreement prior to the Effective Time of the 
Merger, and (b) each of the representations and warranties of Parent and Sub 
contained in Section 3.2 shall be true and correct in all material respects 
(disregarding for these purposes any materiality qualifications contained 
therein) when made and as of the Effective Time of the Merger as if made on and 
as of such date (provided that such representations and warranties which are by 
their express provisions made as of a specific date need be true and correct 
only as of such specific date). 
 
                                  ARTICLE VII 
 
                        TERMINATION, AMENDMENT AND WAIVER 
 
         SECTION 7.1 Termination. This Agreement may be terminated at any time 
prior to the Effective Time of the Merger, whether before or after approval of 
matters presented in connection with the Merger by the stockholders of the 
Company: 
 
         (a) by mutual written consent of Parent and the Company; 
 
         (b) by either Parent or the Company: 
 
                  (i) if the Merger shall not have been consummated on or before 
         September 29, 2000, unless the failure to consummate the Merger is the 
         result of a material breach of this Agreement by the party seeking to 
         terminate this Agreement; provided, however, that the passage of such 
         period shall be tolled for any part thereof during which any party 
         shall be subject to a nonfinal order, decree or ruling or action 
         restraining, enjoining or otherwise prohibiting the consummation of the 
         Merger and the other matters contemplated hereby; or 
 
                  (ii) if any court of competent jurisdiction or any 
         governmental, administrative or regulatory authority, agency or body 
         shall have issued an order, decree or ruling or shall have taken any 
         other action permanently enjoining, restraining or otherwise 
         prohibiting the purchase of Shares pursuant to the Merger and such 
         order, decree, ruling or other action shall have become final and 
         nonappealable; 
 
         (c) by the Company or Parent in accordance with the provisions of 
Section 8.2; 
 
         (d) Parent, if the Company or Company Parent breaches any of its 
representations or warranties herein or fails to perform in any material respect 
any of its covenants, agreements or obligations under this Agreement which 
breach or failure (x) would give rise to the failure of a condition set forth in 
Section 6.2(a) or 6.2(b) and (y) 
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cannot be or has not been cured within 30 days following receipt of written 
notice of such breach; or 
 
         (e) by the Company or Company Parent, if Parent or Sub breaches any of 
its representations or warranties herein or fails to perform in any material 
respect any of its covenants, agreements or obligations under this Agreement 
which breach or failure (x) would give rise to the failure of a condition set 
forth in Section 6.3(a) or 6.3(b) and (y) cannot be or has not been cured within 
30 days following receipt of written notice of such breach. 
 
         SECTION 7.2 Procedure for Termination, Amendment, Extension or Waiver. 
A termination of this Agreement pursuant to Section 7.1, an amendment of this 
Agreement pursuant to Section 7.4 or an extension or waiver pursuant to Section 
7.5 shall, in order to be effective, require in the case of (i) the Company, 
action by its Board of Directors or the duly authorized designee of its Board of 
Directors, (ii) Parent, acting by the General Partner's Board of Directors or 
the duly authorized designee or its Board of Directors; (iii) Sub, action by its 
sole managing member or the duly authorized designee of its sole managing 
member. 
 
         SECTION 7.3 Effect of Termination. In the event of termination of this 
Agreement by either the Company or Parent as provided in Section 7.1, this 
Agreement shall forthwith become void and have no effect, without any further 
liability or obligation on the part of Parent, Sub or the Company, or any 
director, officer, or stockholder thereof, other than the confidentiality 
provisions of Sections 5.1 and the provisions of Sections 3.1(i), 3.2(c), 5.5, 
7.3, 8.2, 8.3 and Article IX. 
 
         SECTION 7.4 Amendment. This Agreement may be amended by the Parties at 
any time upon their mutual agreement. This Agreement may not be amended except 
by an instrument in writing signed on behalf of each of the parties. 
 
         SECTION 7.5 Extension; Waiver. At any time prior to the Effective Time 
of the Merger, the parties may, to the extent legally allowed, (a) extend the 
time for the performance of any of the obligations or the other acts of the 
other parties, (b) waive any inaccuracies in the representations and warranties 
contained herein or in any document delivered pursuant hereto or (c) waive 
compliance with any of the agreements or conditions contained herein. Any 
agreement on the part of a party to any such extension or waiver shall be valid 
only if set forth in an instrument in writing signed on behalf of such party. 
The failure of any party to this Agreement to assert any of its rights under 
this Agreement or otherwise shall not constitute a waiver of such rights. 
 
                                  ARTICLE VIII 
 
                    SPECIAL PROVISIONS AS TO CERTAIN MATTERS 
 
         SECTION 8.1 [INTENTIONALLY OMITTED] 
 
         SECTION 8.2 No Solicitation. 
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                  (a) The Company shall not, nor shall it permit any of its 
         subsidiaries to, nor shall it authorize or permit any officer or 
         director of, or any investment banker, attorney or other advisor, agent 
         or representative of, the Company or any of its subsidiaries to, 
         directly or indirectly, (i) solicit or initiate the submission of any 
         takeover proposal, (ii) enter into any agreement (other than 
         confidentiality and standstill agreements in accordance with the 
         immediately following proviso) with respect to any takeover proposal, 
         or (iii) participate in any discussions or negotiations regarding, or 
         furnish to any person any information with respect to, or take any 
         other action to facilitate any inquiries or the making of any proposal 
         that constitutes, or may reasonably be expected to lead to, any 
         takeover proposal. Without limiting the foregoing, it is understood 
         that any violation of the restrictions set forth in the preceding 
         sentence by any officer or director of the Company or any of its 
         subsidiaries or any investment banker, attorney or other advisor, agent 
         or representative of the Company, whether or not such person is 
         purporting to act on behalf of the Company or otherwise, shall be 
         deemed to be a material breach of this Agreement by the Company. For 
         purposes of this Agreement, "takeover proposal" means (i) any proposal, 
         other than a proposal by Parent or any of its subsidiaries, for a 
         merger or other business combination involving the Company, (ii) any 
         proposal or offer, other than a proposal or offer by Parent or any of 
         its subsidiaries, to acquire from the Company or any of its 
         subsidiaries in any manner, directly or indirectly, an equity interest 
         in the Company or any subsidiary, any voting securities of the Company 
         or any subsidiary or a material amount of the assets of the Company and 
         its subsidiaries, taken as a whole, or (iii) any proposal or offer, 
         other than a proposal or offer by Parent or any of its subsidiaries, to 
         acquire from the stockholders of the Company by tender offer, exchange 
         offer or otherwise more than 20% of the outstanding Shares. 
 
                  (b) Neither the Board of Directors of the Company nor any 
         committee thereof shall, except in connection with the termination of 
         this Agreement pursuant to Sections 7.1 (a), (b) or (d), (i) withdraw 
         or modify, or propose to withdraw or modify, in a manner adverse to 
         Parent or Sub, the approval or recommendation by the Board of Directors 
         of the Company or any such committee of this Agreement or the Merger or 
         take any action having such effect or (ii) approve or recommend, or 
         propose to approve or recommend, any takeover proposal. 
 
                  (c) In the event that the Board of Directors of the Company or 
         any committee thereof shall (i) withdraw or modify, or propose to 
         withdraw or modify, in a manner adverse to Parent or Sub the approval 
         or recommendation by the Board of Directors of the Company or any such 
         committee of this Agreement or the Merger or take any action having 
         such effect, or (ii) approve or recommend, or propose to approve or 
         recommend, any takeover proposal, or (iii) fail to reaffirm its 
         approval or recommendation of this Agreement and the Merger within two 
         days after a request by Parent, Parent may terminate this Agreement. 
 
                  (d) [INTENTIONALLY OMITTED] 
 
                  (e) The Company promptly shall advise Parent orally and in 
         writing of any takeover proposal or any inquiry with respect to or that 
         could reasonably be expected to lead to any takeover proposal, the 
         identity of the person making any such takeover 
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         proposal or inquiry and the material terms of any such takeover 
         proposal or inquiry. The Company shall provide Parent with copies of 
         all written materials received in connection with any such takeover 
         proposal and shall keep Parent fully informed of the status and 
         material terms of any such takeover proposal or inquiry. 
 
                  (f) The Company shall each immediately cease and cause to be 
         terminated all existing discussions and negotiations, if any, with any 
         other persons conducted heretofore with respect to any takeover 
         proposal. 
 
         SECTION 8.3 [INTENTIONALLY OMITTED] 
 
                                   ARTICLE IX 
 
                               GENERAL PROVISIONS 
 
         SECTION 9.1 Survival of Representations, Warranties and Covenants; 
Indemnification. 
 
                  (a) Survival. Each representation, warranty, covenant and 
other obligation of Parent, Sub, Company Parent and the Company contained herein 
will survive the Effective Time of the Merger and continue in full force and 
effect for one (1) year thereafter. 
 
                  (b) Indemnification of Parent and Sub. Subject to the 
limitations set forth in this Section 9.1, Company Parent hereby agrees to 
release, indemnify, protect, defend and hold harmless Parent and Sub from and 
against any and all losses of any kind or character, to the extent the same 
arise out of any material inaccuracy, violation or breach by Company Parent or 
the Company of any representation, warranty, covenant or other obligation set 
forth in this Agreement. 
 
                  (c) Indemnification of Company Parent and the Company. Subject 
to the limitations set forth in this Section 9.1, Parent and Sub hereby agree to 
release, indemnify, protect, defend and hold harmless Company Parent and the 
Company from and against any and all losses of any kind or character, to the 
extent the same arise out of any material inaccuracy, violation or breach by 
Buyer of any representation, warranty, covenant or other obligation set forth in 
this Agreement. 
 
                  (d) Limitation on Indemnities. Absent fraud perpetrated by an 
indemnified party, notwithstanding anything to the contrary in this Agreement, 
the indemnities for any inaccuracy in, violation of or breach of any 
representation, warranty, covenant or other obligation in this Agreement (as 
limited in this Section 9.1) are each party's sole and exclusive remedy for all 
inaccuracies in, violations of or breaches of such representation, warranty, 
covenant or other obligation, and for any independent common-law or statutory 
rights or remedies that such party may have at any time now and in the future 
with respect to any and all such inaccuracies, violations or breaches by the 
other party with respect to any such representation or warranty. Company 
Parent's and the Company's combined aggregate liability for losses under this 
Section 9.1 related to breaches or violations of the representations, 
warranties, covenants or other obligations contained in this Agreement will not 
exceed 50% of $170 million. After the Effective Time of the Merger, none of 
Parent, Sub, Company Parent or the Company will have any liability for losses 
under this Section 9.1 related to inaccuracies, 
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violations or breaches of the representations, warranties, covenants or other 
obligations contained in this Agreement unless and until the combined aggregate 
losses claimed under this Section 9.1 exceeds $1,000,000 (the "Threshold 
Amount"); provided that the Parent, Sub, Company Parent or the Company shall not 
have any liability with respect to the first $1,000,000 of damages under any 
circumstances. At the election of the Parent, indemnification payments made by 
the Company or Company Parent under this Section 9.1(d) may be satisfied by 
payments in cash or by redemption of Units in an aggregate liquidation value 
equal to the amount of the loss being indemnified hereunder; provided, however, 
that the cash indemnification payments made under this Agreement shall in no 
event exceed $15,000,000 in the aggregate. 
 
                  (e) Indemnification Claim Procedures. If any proceeding is 
commenced in which any party hereto entitled to indemnification hereunder is a 
party hereto which may give rise to a claim for indemnification against the 
other party hereto, or if any party hereto entitled to payment hereunder from 
the other party hereto for any losses incurred by such party, then the party to 
be indemnified shall give notice thereof to the indemnifying party. Failure to 
notify the indemnifying party will not relieve the indemnifying party of any 
liability that it may have to the indemnified party except to the extent the 
defense of such proceeding is materially and irrevocably prejudiced by the 
indemnified party's failure to give such notice. Any such notice is valid and 
entitles the party to be indemnified to indemnification if it is delivered no 
later than sixty (60) days after this Agreement is terminated. 
 
                  (f) Third Party Recoveries. There shall be netted from the 
amount of any payment for losses required under Section 9.1: (i) the amount of 
any indemnification actually paid to the indemnified party from an unrelated 
party with respect of such loss, and (ii) the amount of any insurance proceeds 
or other cash receipts actually paid to the indemnified party against such loss. 
 
                  (g) Definition of "Losses." For purposes of subsections (b) or 
(c) hereof, the term "losses" shall not include any consequential damages, lost 
profits, expectation damages or similar losses. 
 
         SECTION 9.2 Notices. All notices and other communications hereunder 
shall be in writing and shall be deemed given if delivered personally or by 
facsimile or sent by overnight courier to the parties at the following addresses 
(or at such other address for a party as shall be specified by like notice): 
 
                  (a) if to Parent, Sub or, after the Effective Time of the 
         Merger, the Company, to 
 
                  El Paso Energy Partners, L.P. 
                  1001 Louisiana Street 
                  Houston, Texas   77002 
                  Telephone:  (713) 420-2131 
                  Facsimile:  (713) 420-6969 
                  Confirm:    (713) 420-2131 
                  Attention:  President 
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                  with a copy to 
 
                  Akin, Gump, Strauss, Hauer & Feld, L.L.P. 
                  1900 Pennzoil Place - South Tower 
                  711 Louisiana Street 
                  Houston, Texas   77002 
                  Telephone:  (713) 220-5800 
                  Facsimile:  (713) 236-0822 
                  Confirm:    (713) 220-5800 
                  Attention:  J. Vincent Kendrick 
 
 
                  (b) if to Company Parent and, prior to the Effective Time of 
         the Merger, the Company, to 
 
                  Crystal Holding, Inc. 
                  1001 Louisiana Street 
                  Houston, Texas 77002 
                  Telephone:  (713) 420-2131 
                  Facsimile:  (713) 420-6969 
                  Confirm:    (713) 420-2131 
                  Attention:  President 
 
                  with a copy to: 
 
                  Fried, Frank, Harris, Shriver & Jacobson 
                  1 New York Plaza 
                  New York, New York   10004 
                  Telephone:  (212) 859-8000 
                  Facsimile:  (212) 859-4000 
                  Confirm:    (212) 859-8362 
                  Attention:  Gary P. Cooperstein 
                              Bryan H. Hall 
 
         SECTION 9.3 Definitions. For purposes of this Agreement: 
 
                  (a) an "affiliate" of any person means another person that 
         directly or indirectly, through one or more intermediaries, controls, 
         is controlled by, or is under common control with, such first person; 
 
                  (b) "environmental laws" means, as applicable, the 
         Comprehensive Environmental Response, Compensation and Liability Act, 
         42 U.S.C. Sections 9601 et seq. ("CERCLA"), the Emergency Planning and 
         Community Right-to-Know Act of 1986, 42 U.S.C. Sections 11001 et seq., 
         the Resource Conservation and Recovery Act, 42 U.S.C. Sections 6901 et 
         seq., the Toxic Substances Control Act, 15 U.S.C. Sections 2601 et 
         seq., the Federal Insecticide, Fungicide, and Rodenticide Act, 7 U.S.C. 
         Sections 136 et seq., the Clean Air Act, 
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         42 U.S.C. Sections 7401 et. seq., the Clean Water Act (Federal Water 
         Pollution Control Act), 33 U.S.C. Sections 1251 et seq., the Safe 
         Drinking Water Act, 42 U.S.C. Sections 300f et seq., the Occupational 
         Safety and Health Act, 29 U.S.C. Sections 641 et seq., the Hazardous 
         Materials Transportation Act, 49 U.S.C. Sections 1801 et seq., 
         and the Oil Pollution Act of 1990, 33 U.S.C. Sections 2701 et seq., all 
         rules and regulations promulgated pursuant to any of the above 
         statutes, and any other foreign, federal, state or local law, statute, 
         ordinance, rule or regulation in effect as of the date of this 
         Agreement, or any common law cause of action, contractual obligation, 
         or judicial or administrative decision, order or decree (all as have 
         been amended from time to time) regulating, governing or relating to 
         pollution, contamination and/or protection of the environment or human 
         health. 
 
                  (c) "Internal Reorganization" means the actions taken in 
         connection with the Prior Merger by Company Parent (i) to convert each 
         and every subsidiary of the Company, other than any subsidiary which 
         was a general partnership or limited liability company, into a new 
         single member limited liability company organized under the LLC Act, 
         and (ii) to own or acquire ownership of, or cause a subsidiary to own 
         or acquire ownership of, all Investor Certificates issued under the 
         Hattiesburg Owner Trust Agreement. 
 
                  (d) "knowledge" means, with respect to any matter stated 
         herein to be "to the Company's knowledge," or similar language, the 
         actual knowledge of (i) the Chairman of the Board, the Chief Executive 
         Officer, President, Chief Financial Officer, any Vice President of the 
         Company or Company Parent or any person that has responsibility for 
         managing a functional area of the Company and (ii) employees, 
         consultants, advisors and other representatives of El Paso Corporation 
         that comprise the working group responsible for the Prior Merger; and 
         with respect to any matter stated herein to be "to Parent's knowledge," 
         or similar language, the actual knowledge of the Chairman of the Board, 
         the Chief Executive Officer, President, any Vice President, Chief 
         Financial Officer or General Counsel of the General Partner or Parent. 
 
                  (e) "loss" or "losses" means any actions, claims, settlements, 
         judgments, demands, Liens, losses, damages, fines, Tax, penalties, 
         interest, costs, expenses (including, without limitation, expenses 
         attributable to the defense of any actions or claims), attorneys' fees 
         and liabilities. 
 
                  (f) "material adverse effect" or "material adverse change" 
         means, when used in connection with the Company, any change or effect 
         (or any development that, insofar as can reasonably be foreseen, is 
         likely to result in any change or effect) that is materially adverse to 
         the business, properties, assets, liabilities, condition (financial or 
         otherwise), financial performance or results of operations of the 
         Company and its subsidiaries, taken as a whole, provided, however, that 
         no such change or effect shall be deemed to have occurred to the extent 
         such change or effect arises from conditions generally affecting the 
         oil and gas or electric power generation industries or from the United 
         States or global economies. The term "material adverse effect" means, 
         when used in respect of Parent or Sub, any material adverse effect on 
         the ability of Parent or Sub to consummate the transactions 
         contemplated by this Agreement. 
 
 
                                       34 



   42 
                  (g) "person" means an individual, corporation, partnership, 
         association, trust, unincorporated organization or other entity; 
 
                  (h) "Units" means the limited partnership interest represented 
         by 170,000 units of Series B 10% Cumulative Redeemable Units of Parent 
         issued pursuant to the Partnership Agreement in accordance with the 
         Unit Terms; and 
 
                  (i) a "subsidiary" of any person means any corporation, 
         partnership, association, joint venture, limited liability company or 
         other entity in which such person directly or indirectly owns over 50% 
         of the stock or other equity interests, the holders of which are 
         generally entitled to vote for the election of directors or other 
         governing body of such other legal entity. Notwithstanding the 
         foregoing, Hattiesburg Gas Storage Company, a Delaware partnership, is 
         a subsidiary of the Company for purposes of this Agreement. 
 
         SECTION 9.4 Interpretation. When a reference is made in this Agreement 
to a Section, Exhibit or Schedule, such reference shall be to a Section of, or 
an Exhibit or Schedule to, this Agreement unless otherwise indicated. The table 
of contents and headings contained in this Agreement are for reference purposes 
only and shall not affect in any way the meaning or interpretation of this 
Agreement. Whenever the words "include", "includes" or "including" are used in 
this Agreement, they shall be deemed to be followed by the words "without 
limitation". 
 
         SECTION 9.5 Counterparts. This Agreement may be executed in one or more 
counterparts, all of which shall be considered one and the same agreement and 
shall become effective when one or more counterparts have been signed by each of 
the parties and delivered to the other parties. 
 
         SECTION 9.6 Entire Agreement; No Third-Party Beneficiaries. This 
Agreement (including the documents and instruments referred to herein and the 
schedules attached hereto) (a) constitutes the entire agreement and supersedes 
all prior agreements and understandings, both written and oral, among the 
parties with respect to the subject matter hereof and (b) except for the 
provisions of Section 5.5, are not intended to confer upon any person other than 
the parties any rights or remedies hereunder. 
 
         SECTION 9.7 Governing Law. This Agreement shall be governed by, and 
construed in accordance with, the laws of the State of Delaware, regardless of 
the laws that might otherwise govern under applicable principles of conflicts of 
laws thereof, except that matters pertaining to the Merger shall be governed by 
the Applicable Acts to the extent of their applicability. 
 
         SECTION 9.8 Assignment. Neither this Agreement nor any of the rights, 
interests or obligations hereunder shall be assigned by any of the parties 
without the prior written consent of the other parties, except that Company 
Parent, Parent and/or Sub may assign all or any of their respective rights and 
obligations hereunder (including without limitation the right to receive (i) 
Units under Section 1.7(c), and (ii) Unit Certificates under Section 2.1(a)), to 
any affiliate, provided that no such assignment shall relieve the assigning 
party of its obligations hereunder if such assignee does not perform such 
obligations. Subject to the preceding sentence, this 
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Agreement will be binding upon, inure to the benefit of, and be enforceable by, 
the parties and their respective successors and assigns. 
 
         SECTION 9.9 Enforcement of the Agreement. The parties agree that 
irreparable damage would occur in the event that any of the provisions of this 
Agreement were not performed in accordance with their specific terms or were 
otherwise breached. It is accordingly agreed that the parties shall be entitled 
to an injunction or injunctions to prevent breaches of this Agreement and to 
enforce specifically the terms and provisions hereof in any district court of 
the United States located in the States of Texas (Southern District only), or 
Delaware or in any Delaware state court, this being in addition to any other 
remedy to which they are entitled at law or in equity. In addition, each of the 
parties hereto (a) consents to submit itself to the personal jurisdiction of any 
Federal district court sitting in the Southern District of Texas or any Federal 
or state court sitting in the State of Delaware in the event any dispute between 
the parties hereto arises out of this Agreement solely in connection with such a 
suit between the parties, (b) agrees that it will not attempt to deny or defeat 
such personal jurisdiction by motion or other request for leave from any such 
court and (c) agrees that it will not bring any action relating to this 
Agreement in any court other than such a Federal or state court. 
 
         SECTION 9.10 Performance by Sub. Parent hereby agrees to cause Sub to 
comply with its obligations under this Agreement. 
 
         SECTION 9.11 Restrictions on Subsequent Transfers of Units. The parties 
hereto acknowledge that, when issued, the Units will not be freely transferable 
by the holders thereof. The rights of holders of Units to transfer the Units 
will be subject to restrictions imposed by the Partnership Agreement, the 
Registration Rights Agreement and federal and state securities laws. In 
addition, the Units will have no established trading market and will not be 
listed on any securities exchange. As a result, there is no expectation that an 
active trading market will develop for the Units. 
 
         SECTION 9.12 Severability. In the event any one or more of the 
provisions contained in this Agreement should be held invalid, illegal or 
unenforceable in any respect, the validity, legality and enforceability of the 
remaining provisions contained herein shall not in any way be affected or 
impaired thereby. The parties shall endeavor in good-faith negotiations to 
replace the invalid, illegal or unenforceable provisions with valid provisions, 
the economic effect of which comes as close as possible to that of the invalid, 
illegal or unenforceable provisions. 
 
         SECTION 9.13 Joint and Several Obligations. Notwithstanding anything to 
the contrary in this Agreement: 
 
                  (i) the covenants and other obligations of, and the 
         representations and warranties made by or attributable to, either 
         Company Parent or the Company pursuant to this Agreement shall be 
         deemed to be covenants and other obligations of, and representations 
         and warranties made by and attributable to, both of Company Parent and 
         the Company, jointly and severally, and either Parent or Sub shall have 
         the right to pursue remedies against either or both of such parties 
         without any obligation to give notice to or pursue the other such 
         party. 
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                  (ii) the covenants and other obligations of, and the 
         representations and warranties made by or attributable to, either 
         Parent or Sub pursuant to this Agreement shall be deemed to be 
         covenants and other obligations of, and representations and warranties 
         made by and attributable to, both of Parent and Sub, jointly and 
         severally, and either Company Parent or the Company shall have the 
         right to pursue remedies against either or both of such parties without 
         any obligation to give notice to or pursue the other party. 
 
                REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK. 
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         IN WITNESS WHEREOF, Parent, Sub, Company Parent and the Company have 
caused this Agreement to be signed by their respective officers thereunto duly 
authorized, all as of the date first written above. 
 
 
                                     EL PASO ENERGY PARTNERS, L.P. 
 
 
                                     By:   /s/ KEITH FORMAN 
                                        -------------------------------------- 
                                     Name:     Keith Forman 
                                          ------------------------------------ 
                                     Title:    Chief Financial Officer 
                                           ----------------------------------- 
 
 
                                     EL PASO PARTNERS ACQUISITION, L.L.C. 
 
 
                                     By:   /s/ KEITH FORMAN 
                                        -------------------------------------- 
                                     Name:     Keith Forman 
                                          ------------------------------------ 
                                     Title:    Chief Financial Officer 
                                           ----------------------------------- 
 
 
                                     CRYSTAL HOLDING, INC. 
 
 
                                     By:   /s/ JEFFREY A. BALLEW 
                                        -------------------------------------- 
                                     Name:     Jeffrey A. Ballew 
                                          ------------------------------------ 
                                     Title:    Executive Vice President 
                                           ----------------------------------- 
 
 
                                     CRYSTAL GAS STORAGE, INC. 
 
 
                                     By:    /s/ JEFFREY A. BALLEW 
                                        -------------------------------------- 
                                     Name:      Jeffrey A. Ballew 
                                          ------------------------------------ 
                                     Title:     Executive Vice President 
                                           ----------------------------------- 
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THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM CONSOLIDATED 
STATEMENTS OF INCOME AND CONSOLIDATED BALANCE SHEETS. 
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