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ITEM 2. ACQUISITION OR DISPOSITION OF ASSETS

In April 2002, EPN Holding Company, L.P., our wholly-owned subsidiary,
acquired from E1l Paso Corporation midstream assets located in New Mexico and
Texas. E1 Paso Corporation is the indirect parent of our general partner. The
acquired assets, which we refer to as the EPN Holding assets, include:

- the EPGT Texas intrastate pipeline system;
- the waha gathering and treating system;
- the Carlsbad gathering system;

- an approximate 42.3 percent non-operating interest in the Indian Basin
processing and treating facility;

- a 50 percent undivided interest in the Channel pipeline system;
- the TPC Offshore pipeline system; and
- a leased interest in the Wilson natural gas storage facility.

The $750 million sales price was adjusted for the assumption of $15 million
of working capital related to natural gas imbalances. The net consideration of
$735 million for the EPN Holding assets was comprised of the following:

- $420 million of cash;

- $119 million of assumed short-term indebtedness payable to E1l Paso
Corporation, which has been repaid;

- $6 million in common units; and

- $190 million in exchanged assets, comprised of our Prince tension leg
platform (TLP) and our Prince overriding royalty interest.

To finance substantially all of the cash consideration related to this
acquisition, EPN Holding entered into an acquisition credit agreement with a
syndicate of commercial banks. EPN Holding's obligations under the credit
agreement are guaranteed by substantially all of its subsidiaries and EPN
Holding Company I, L.P. and EPN GP Holding, L.L.C., our two subsidiaries that
own the equity interests in EPN Holding. Those obligations are collateralized by
the equity interest in, and substantially all of the assets of, EPN Holding and
its subsidiaries. In addition, the credit agreement limits EPN Holding's ability
to pay distributions to us.

We consummated this acquisition transaction only after completing a
thorough evaluation, including using some evaluation procedures that we
specifically implemented to analyze transactions with related parties. Our
Special Conflicts Committee, which is comprised solely of independent directors,
evaluated the transaction. Among other things, it engaged and consulted with
independent legal and financial advisors. After determining that the transaction
was fair and in our best interest, the members of the Special Conflicts
Committee unanimously approved the transaction and recommended that the full
board of directors of our general partner approve the transaction. The members
of the full board of directors reviewed the transaction, determined it was fair
and in our best interest and unanimously approved it.

The EPN Holding assets acquired are more fully described below:
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NATURAL GAS PIPELINES

The following table and discussions describe our natural gas pipelines
acquired as a result of the EPN Holding asset acquisition.

WAHA TPC EPGT GATHERING CARLSBAD
CHANNEL OFFSHORE --------- --------

Unregulated (U)/Regulated
(R) v i R(3) U U R(3)
R(3) In-service

1997-2000 1996 1996 1996 1997
Approximate
capacity(d). ..ot
3,725 280 185 500 750 Aggregate
miles of
pipeline............iiuunn 8,462
501 842 743 197 Average throughput
for the years ended:(2) December
31,

(1) All capacity measures are on a million cubic feet per day (MMcf/d) basis,
and with respect to EPGT, Carlsbad, Channel and TPC Offshore, net to our
interests.

(2) All average throughput measures are on a thousand dekatherms per day
(MDth/d) basis. For the pipelines described above, one MDth is substantially
equivalent to one MMcf.

(3) EPGT and Channel are regulated by the Railroad Commission of Texas and,
along with TPC Offshore, also provide Federal Energy Regulation Commission
(FERC) Section 311 services.

EPGT Texas Intrastate. The EPGT Texas intrastate system natural gas is the
largest intrastate pipeline system based on miles of pipe. It is also the only
intrastate pipeline in Texas that offers transportation and storage services
fully unbundled from merchant services. The system consists of 8,462 miles of
main lines, laterals and gathering lines with an operating capacity of 3,725
MMcf/d. The EPGT Texas intrastate system includes some small pipelines in which
we own undivided interests.

Waha Gathering System and Treating Plant. The Waha gathering system is
located in the Permian Basin region of Texas and New Mexico, and consists of 501
miles of predominantly 8-inch to 20-inch pipelines. The treating plant, located
in Texas, has a capacity of 280 MMcf/d. The average utilization rates for the
Waha treating plant for the calendar years 2001, 2000 and 1999 were 61%, 61% and
58%.

Carlsbad Gathering System. The Carlsbad gathering system is located in the
Permian Basin region of New Mexico and consists of approximately 842 miles of
predominantly 4-inch to 12-inch pipelines.

Channel Pipeline System. We have a 50% undivided interest in the Channel
pipeline system, an intrastate natural gas transmission system located along the
Gulf Coast of Texas consisting of 743 miles of predominantly 30-inch pipelines.

TPC Offshore. TPC Offshore is a rich gas gathering system located offshore
of Matagorda Bay, Texas consisting of 197 miles of predominantly 8-inch to
20-inch pipelines. The TPC Offshore system includes some smaller pipelines in
which we own undivided interests.

NATURAL GAS PROCESSING FACILITY

We have an approximate 42.3 percent non-operating interest in the Indian
Basin processing plant and treating facility. The plant is capable of processing
up to 240 MMcf/d with overflow volumes of up to 60 MMcf/d. The utilization rates
for the Indian Basin processing and treating facility for 2001, 2000 and 1999
were 93%, 82% and 77%.



NATURAL GAS STORAGE

As a result of our acquisition of the EPN Holding assets, we have the
exclusive right to use the Wilson natural gas storage facility, located in
Wharton County, Texas, under an operating lease that expires in January 2008.
The facility has a current working gas capacity of approximately 7 Bcf.

ITEM 5. OTHER EVENTS
Risk Factor

This disclosure is to include the effect of EPN Holding's credit agreement
into our current risk factors discussion.

EPN HOLDING'S ABILITY TO PAY DISTRIBUTIONS TO US IS LIMITED.

EPN Holding's credit agreement prohibits EPN Holding from distributing cash
to us before June 30, 2002. After June 30, 2002, (1) if no default or event of
default under the credit agreement has occurred and is continuing or would
result from the distribution and (2) the ratio of EPN Holding's consolidated
total indebtedness (as defined in the credit agreement) to its consolidated
EBITDA (as defined in the credit agreement) for the immediately previous
calendar quarter is no more than 4:1, then EPN Holding may distribute cash to us
in any calendar year in an amount up to 75 percent of its consolidated EBITDA
for the previous calendar quarter.

Amendment of Management Agreement

In connection with the EPN Holding acquisition, our general partner
amended, restated and replaced its management agreement with DeepTech
International, Inc., a wholly owned subsidiary of El1 Paso Corporation, to, among
other things:

- change the name of the existing management agreement to "General and
Administrative Services Agreement" to more accurately reflect the nature
of the arrangement;

- extend the initial term of the agreement through December 31, 2005;

- increase the fees paid by us, to reflect the increased general and
administrative costs to be incurred following the EPN Holding
acquisition, to an aggregate of $1,608,333 per month; and

- add E1 Paso Field Services, L.P. as a party.
ITEM 7. FINANCIAL STATEMENTS AND EXHIBITS
(a) Financial statements of the businesses acquired.

The audited financial statements of EPGT Texas Pipeline, L.P., El1 Paso Gas
Storage Company, El1 Paso Hub Services Company and the E1 Paso Field Services
gathering and processing businesses for the years ended December 31, 2001, 2000
and 1999 are included below. These financial statements include all the assets
acquired for all periods presented except as more fully described in Note 1 to
these financial statements, the financial statements for the years ended
December 31, 2000 and 1999, do not include the operations of EPGT Texas
Pipeline, L.P., El Paso Gas Storage Company and E1 Paso Hub Services Company
which entities were not owned by E1 Paso Corporation during those periods.

The audited financial statements of EPGT Texas Pipeline, L.P., El Paso Gas
Storage Company and E1 Paso Hub Services L.L.C. for the years ended December 31,
2000 and 1999 are also included below.



EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

COMBINED FINANCIAL STATEMENTS
WITH REPORT OF INDEPENDENT ACCOUNTANTS
FOR THE YEARS ENDED DECEMBER 31, 2001, 2000 AND 1999
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

COMBINED BALANCE SHEETS
(IN THOUSANDS)

DECEMBER 31, ------------------- 2001 2000 --------
--- ASSETS Current assets Cash and cash
equivalents. . ... e $ --$ 27
Accounts receivable Trade, net of allowance of $4,412 in
2001 and $450 in

2000 . s e e
47,936 34,190
Affiliates. .o e e
11,424 10,705 Natural gas imbalance
receivable.......... .. 10,309 10,076
00 Y= o o ) =
13,001 35,844 Other current
ASSEES. .ttt s 1,729 5,029
---------------- Total current
ASSEES . s vt 84,399 95,871
Property, plant and equipment,
net. ... i i i i e 776,153 784,618 Deferred
taxX @SSel. . it i i e s 1,108
3,252 Other noncurrent
ASSEES . it i e s -- 41 -
R Total
ASSEES . it s $861, 660
$883, 782 LIABILITIES AND OWNERS' NET
INVESTMENT Current liabilities Accounts payable
L= o L= $
10,543 $ 17,015
Affiliates. ..o e e e
4,016 7,273 Natural gas imbalance
payable......... ... i 15,950 41,854 Other
current liabilities.......coviiiiiiniin i
2,107 431 -------- -------- Total current
liabilities......oviiiiiiiinnn s 32,616 66,573
Deferred tax
liability. .o e e -- 33,716
Environmental
liabilities. ... e e 23,793
23,793 Legal
liabilities . .o v i e e
40,000 40,000 Building lease
1iabilaity .ot e e 6,472 7,588
Other noncurrent
liabilities. ..t 5,826 1,233 ---
————————————— Total
liabilities. ... 108, 707
172,903 Commitments and contingencies Minority
Anterest. i e 199
122 Owners' net
investment. . ... .. i e e 752,754
710,757 -------- -------- Total liabilities and owners'
net investment...... $861,660 $883,782

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

COMBINED STATEMENTS OF INCOME
(IN THOUSANDS)

YEAR ENDED DECEMBER 31, ----------=n--memmmmmmommmao-

2001 2000 1999 -------- -------- ------- Operating
revenues Gathering and transportation
SErVICES. . v iiiiinn e $268,064 $123,998 $88,297
Processing
SEBIVICES . ittt i st e e e e e 33,386
19,227 -- Other
FEVENUE . o vttt ittt et s
43,239 19,425 137 -------- -------- m------ 344,689
162,650 88,434 Operating expenses Cost of natural
[0 = 188,582
99,190 44,028 Operations and
MAINtENaANCE. . ittt i st e i e e 59,417
20,389 17,856 Depreciation and
amortization........... .. i i 32,305 15,078
12,962 Taxes other than
INCOME. it s 7,198 2,491
2,581 ---mmmme mmmemeee oo 287,502 137,148 77,427
Operating
INCOME . Lt e s
57,187 25,502 11,007 Other expense
(ANCOME ) . vt e 5,026
475 (35) -------- mmmmmmee aomoo - Earnings before
income taxesS. ...t s 52,161
25,027 11,042 Income tax (benefit)
EXPENSE . i vt vttt (24) 1,367
2,445 oo oo oo oo Net
INCOME. . e s

$ 52,185 $ 23,660 $ 8,597

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

COMBINED STATEMENTS OF CASH FLOW
(IN THOUSANDS)

DECEMBER 31, --------mcmmmmmmmmmmoeoo oo 2001 2000
1999 --------- memmeees ceeeee-- CASH FLOWS FROM
OPERATING ACTIVITIES Net
INCOME . .ttt i e e e e e s
$ 52,185 $ 23,660 $ 8,597 Adjustments to reconcile net
income to cash provided by operating activities
Depreciation and

amortization............. i i 32,305 15,078
12,962 Loss (gain) on disposition of
assets........ . i, 186 466 (41) Deferred

income tax (benefit) expense.................c.... --
(5,394) 4,626 Increase (decrease) in minority

interest......... .o 77 (4) (17) Working capital
changes: (Increase) decrease in accounts
receivable............. (26,810) (5,666) (10,518)

Increase in natural gas imbalance receivable...........
(233) (7,787) (2,289) Decrease in

inventories. . ...t i e 22,843 -- -
- (Decrease) increase in accounts
payable................ (8,053) 6,289 3,424 (Decrease)
increase in natural gas imbalance payable... (25,904)
4,170 1,241 Decrease in other current
assets....... .. .o i 2,836 907 2,305 Non-
working capital changes: Decrease in noncurrent assets
and liabilities.......... (15,280) 16,470 (1,433) -----
B R T Net cash provided by operating
activities......... 34,152 48,189 18,857 --------- -
mmmm mmmemee- CASH FLOWS FROM INVESTING ACTIVITIES
Capital
exXpenditures. ... .. e e
(23,991) (15,021) (34,848) Proceeds from the sale of
property, plant and equipment..... .- == B2 e -
--------------- Net cash used in investing
activities............. (23,991) (15,021) (34,796) ----

--------------------- CASH FLOWS FROM FINANCING
ACTIVITIES Net cash (distributions to) contributions

from owners....... (10,188) (33,141) 15,939 --------- -
--------------- Net cash provided by (used in)
financing
activities. .. ..o e s

(10,188) (33,141) 15,939 --------- c-----on oooo-o-
Increase (decrease) in cash and cash

equivalents............ (27) 27 -- Cash and cash
equivalents Beginning of
=g X T 27 -- --
------------------------- End of
o = gl o o $ -
-$279% -- SCHEDULE OF
NONCASH ACTIVITIES: Noncash capital contribution of
EPGT TexasS.......cvvvuvnunn $ -- $391,110 $ -- =========
Noncash capital contribution of
Indian Basin.............. $ -- $ 55,000 $ -- =========
Noncash capital contribution of the
TGP laterals.......... $ -- % 3,461 $ -- =========

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

COMBINED STATEMENTS OF OWNERS' NET INVESTMENT
(IN THOUSANDS)

YEAR ENDED DECEMBER 31, ----=-----=n-nmmmmmmmmaammaaa

2001 2000 1999 --------- -------- —------- Balance, at
beginning of period..........c i $
710,757 $270,667 $246,131 Contribution of EPGT
TEXAS . v it ittt it -- 391,110 --
Contribution of Indian
Basin.......uiiiiiii i e i e -- 55,000 --
Contribution of the TGP
laterals. . ...t e -- 3,461 -- Net
INCOME . . it e e e s
52,185 23,660 8,597 Net cash (distributions to)
contributions from owners....... (10,188) (33,141)
15,939 --------- mmmmmmem ammeao - Balance, at end of
period. . ... e $ 752,754

$710,757 $270,667

See accompanying notes.
8



EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

NOTES TO COMBINED FINANCIAL STATEMENTS
1. ORGANIZATION AND NATURE OF BUSINESS
ORGANIZATION

EPGT Texas Pipeline, L.P. (formerly PG&E Texas Pipeline, L.P.), El Paso Gas
Storage Company (formerly PG&E Texas Gas Storage Company), and E1 Paso Hub
Services Company (formerly PG&E Texas Hub Services Company) (collectively EPGT
Texas) were acquired by El1 Paso Field Services L.P., an indirect subsidiary of
E1 Paso Corporation, from PG&E Gas Transmission Company on December 22, 2000,
and became wholly owned subsidiaries of E1l Paso Field Services. Prior to
December 22, 2000, these companies were wholly owned subsidiaries of PG&E Gas
Transmission Company, which was an indirect subsidiary of PG&E Corporation. EPGT
Texas owns and operates approximately 8,500 miles of natural gas pipelines and
gathering systems with capacity of approximately 3.2 billion cubic feet per day
(Bcf/d), primarily serving the Texas intrastate market. EPGT Texas' natural gas
pipeline operations include gathering, transportation and storage of natural
gas. EPGT Texas also transports natural gas for, among others, producers, gas
distribution companies, electric utilities, other pipelines, marketers, electric
power generators and end users. EPGT Texas also has a lease for the Wilson
natural gas storage facility.

E1l Paso Field Services also owned, directly and through wholly-owned
subsidiaries, gathering and processing businesses, which include the following
assets (collectively the Field Services gathering and processing businesses):

- a 42.3 percent non-operating interest in the Indian Basin natural gas
processing and treating facility;

- the Carlsbad gathering system;

- the waha gathering and treating system;

- a 50 percent undivided interest in the Channel pipeline system; and
- the TPC Offshore pipeline system.

E1l Paso Field Services acquired its interest in the Indian Basin facility
in April 2000. The plant has a capacity of 240 MMcf/d.

Channel includes 743 miles of transportation pipeline in southern Texas.
Carlsbad includes 842 miles of gathering and transportation pipeline connected
to 383 natural gas wells. Waha includes 501 miles of gathering and
transportation pipeline connected to 176 natural gas wells.

The TPC Offshore pipeline system includes five gathering systems,
condensate separation and stabilization facilities, and 197 miles of gathering
and transportation pipeline with 22 natural gas well connects.

The terms "we," "our" or "us" refer to EPGT Texas and the Field Services
gathering and processing businesses on a combined basis.

2. SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PRESENTATION

The accompanying financial statements have been prepared from E1 Paso Field
Services' historical accounting records and are presented on a carve-out basis
to include the historical operations applicable to EPGT Texas and the E1l Paso
Field Services gathering and processing businesses. In this context, no direct
owner relationship existed among these businesses. Accordingly, El1 Paso Field
Services' net investment in these businesses (owners' net investment) is shown
in lieu of owners' equity in the financial statements.
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)

Our financial statements are prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States.
All significant intercompany accounts and transactions within the companies have
been eliminated.

Throughout the periods covered by the combined financial statements, El
Paso Field Services has provided cash management services to us through a
centralized treasury system. As a result, all of our charges and cost
allocations covered by the centralized treasury system were deemed to have been
paid by us to E1l Paso Field Services, in cash, during the period in which the
cost was recorded in the financial statements. In addition, all of our cash
receipts were advanced to our parent as they were received. As a result of using
our parent's centralized treasury system, the excess of cash receipts advanced
to our parent over the charges and cash allocation is reflected as net cash
distributions to our owners in the statements of owners' net investment and cash
flows.

We have been allocated, as appropriate, expenses incurred by El Paso Field
Services in order to present our financial statements on a stand-alone basis.
All of the allocations and estimates in the financial statements are based on
assumptions that management believes are reasonable under the circumstances.
However, these allocations and estimates are not necessarily indicative of the
costs and expenses that would have resulted had we operated as a separate
entity.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires the use of estimates
and assumptions that affect the amount we reported as assets, liabilities,
revenues and expenses and disclosures in these financial statements. While we
believe our estimates are appropriate, actual results can, and often do, differ
from those estimates.

REVENUE RECOGNITION

Revenue from pipeline transportation of hydrocarbons is recognized upon
receipt of the hydrocarbons into the pipeline systems. Revenue from processing
services is recognized in the period services are provided. Other revenues
generally are recorded when services have been provided or products have been
delivered.

INVENTORIES
Inventories are carried at lower of cost or market with cost determined

using the average cost method. The following reflects inventories as of December
31 (in thousands):

2001 2000 ------- ------- Natural gas in
SEOMAgE . ittt et e
$10,380 $31,735 Materials and
L0 X o ol
2,621 4,109 ------- —-oo--- $13,001 $35,844

NATURAL GAS IMBALANCES

Natural gas imbalances result from differences in gas volumes received from
and delivered to our customers and arise when a customer delivers more or less
gas into our pipelines than they take out. These imbalances are settled in kind
through a fuel gas and unaccounted for gas tracking mechanism, negotiated
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)

cash-outs between parties, or are subject to a cash-out procedure. Gas
imbalances are reflected in imbalance receivable or imbalance payable, as
appropriate, in our financial statements.

PROPERTY, PLANT AND EQUIPMENT

Our transmission and gathering pipelines and related facilities are
recorded at historical cost, adjusted to reflect the application of "push down"
accounting as appropriate. Provision for depreciation of property, plant and
equipment is made primarily on a straight-line basis over the estimated useful
lives of the depreciable facilities. A summary of the principal rates used in
computing the annual provision for depreciation, primarily utilizing the
composite method and including estimated salvage values, range from 2.3% to 20%
for the years ended December 31, 2001, 2000 and 1999. Retirements, sales and
disposals of assets are recorded by eliminating the related costs and
accumulated depreciation of the disposed assets with any resulting gains or loss
reflected in income. Repair and maintenance costs are expensed as incurred,
while additions, improvements and replacements are capitalized.

We evaluate the impairment of assets in accordance with Statement of
Financial Accounting Standards (SFAS) No. 121, Accounting for the Impairment of
Long-Lived Assets and Long-Lived Assets to be Disposed Of. If an adverse event
or change in circumstances occurs, we make an estimate of our future cash flows
from our assets, grouped together at the lowest level for which separate cash
flows can be measured, to determine if the asset is impaired. If the total of
the undiscounted future cash flows is less than the carrying amount for the
assets, we calculate the fair value of the assets either through reference to
similar asset sales, or by estimating the fair value using a discounted cash
flow approach. These cash flow estimates require us to make estimates and
assumptions for many years into the future for pricing, demand, competition,
operating costs, legal, regulatory and other factors. On January 1, 2002, we
adopted the provisions of SFAS No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets. A discussion of this pronouncement follows at the
end of this note.

INCOME TAXES

The taxable entities acquired have been included in the consolidated
federal income tax returns filed by El1 Paso Corporation for the years ended
December 31, 2001, 2000 and 1999, except that prior to E1 Paso Corporation's
ownership, El1 Paso Gas Storage Company and El Paso Hub Services Company were
included in PG&E Corporation's consolidated tax returns. For financial reporting
purposes, income taxes are allocated to these entities on a modified separate
return basis, to the extent taxes or tax benefits are realized by El Paso
Corporation.

We account for income taxes under SFAS No. 109, Accounting for Income
Taxes. In accordance with this statement, deferred income taxes are recorded
using enacted tax laws and rates for the years in which the deferred tax
liability or asset is expected to be settled or realized. Deferred income taxes
are provided for amounts when there are temporary differences in recording such
items for financial reporting and income tax reporting purposes.

The taxable income or loss resulting from the operations of our non-taxable
entities will ultimately be included in the federal and state income tax returns
of their owners. Accordingly, no provision for income taxes has been recorded in
the accompanying financial statements for these entities.
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EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)
FAIR VALUE OF FINANCIAL INSTRUMENTS

As of December 31, 2001 and 2000, our carrying amounts of cash and cash
equivalents, trade receivables and trade payables approximate fair value because
of the short-term nature of these instruments.

ALLOWANCE FOR DOUBTFUL ACCOUNTS

We have established an allowance for losses on accounts which may become
uncollectible. Collectibility is reviewed regularly and the allowance is
adjusted as necessary, primarily under the specific identification method.

ENVIRONMENTAL COSTS

We expense or capitalize expenditures for ongoing compliance with
environmental regulations that relate to past or current operations as
appropriate. We expense amounts for clean up of existing environmental
contamination caused by past operations which do not benefit future periods by
preventing or eliminating future contamination. We record liabilities when our
environmental assessments indicate that remediation efforts are probable, and
the costs can be reasonably estimated. Estimates of our liabilities are based on
currently available facts, existing technology and presently enacted laws and
regulations taking into consideration the likely effects of inflation and other
societal and economic factors, and include estimates of associated legal costs.
These amounts also consider prior experience in remediating contaminated sites,
other companies' clean-up experience and data released by the EPA or other
organizations. These estimates are subject to revision in future periods based
on actual costs or new circumstances and are included in our balance sheet in
other noncurrent liabilities at their undiscounted amounts.

ACCOUNTING FOR PRICE RISK MANAGEMENT ACTIVITIES

We have adopted SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities beginning January 1, 2001, which requires us to measure all
derivative instruments at their fair value, and classify them as either assets
or liabilities on our balance sheet, with the 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. Since we did not have
any derivative instruments in place at December 31, 2000, and have not entered
into any since that date, we have determined that there is no impact on us upon
adoption of this standard.

To qualify for hedge accounting prior to our adoption of SFAS No. 133, any
hedge transactions must reduce the price risk of the underlying hedged item, be
designated a hedge at inception, and result in cash flows and financial impacts
which were inversely correlated to the position being hedged. If correlation
ceased to exist, hedge accounting was terminated and mark-to-market accounting
was applied. Gains and losses resulting from hedging activities and the
termination of any hedging instruments were initially deferred and included as
an increase or decrease to cost of sales in the period in which the hedged
transaction occurs.

During 2000, El1 Paso Field Services entered into swaps to hedge the effect
of changing natural gas liquids prices. The impact of a portion of this hedge
activity was allocated to us and is reflected as a decrease to revenue of $4.8
million in 2000. There was no impact from allocated hedge activity in 2001 or
1999.

12



EPGT TEXAS PIPELINE, L.P.
EL PASO GAS STORAGE COMPANY
EL PASO HUB SERVICES COMPANY
EL PASO FIELD SERVICES GATHERING AND PROCESSING BUSINESSES

NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)
ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED
Business Combinations

In July 2001, the Financial Accounting Standards Board (FASB) issued SFAS
No. 141, Business Combinations. This statement requires that all transactions
that fit the definition of a business combination be accounted for using the
purchase method and prohibits the use of the pooling of interests method for all
business combinations initiated after June 30, 2001. This statement also
established specific criteria for the recognition of intangible asset separately
from goodwill and requires unallocated negative goodwill to be written off
immediately as an extraordinary item. The accounting for any business
combination we undertake in the future will be impacted by this standard. Our
adoption of SFAS No. 141 will not have a material effect on our financial
statements.

Goodwill and Other Intangible Assets

In July 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible
Assets. This statement requires that goodwill no longer be amortized but
intermittently tested for impairment at least on an annual basis. Other
intangible assets are to be amortized over their useful life and reviewed for
impairment in accordance with the provisions of SFAS No. 121, Accounting for the
Impairment of Long-Lived Assets and Long-Lived Assets to be Disposed Of. An
intangible asset with an indefinite useful 1life can no longer be amortized until
its useful life becomes determinable. This statement has various effective
dates, the most significant of which is January 1, 2002. We do not expect the
impact of adopting this pronouncement to have a material effect on our financial
statements.

Accounting for Asset Retirement Obligations

In July 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement
Obligations. This statement requires companies to record a liability relating to
the retirement and removal of assets used in their business. The liability is
discounted to its present value, and the related asset value is increased by the
amount of the resulting liability. Over the life of the asset, the liability
will be accreted to its future value and eventually extinguished when the asset
is taken out of service. The provisions of this statement are effective for
fiscal years beginning after June 15, 2002. We are currently evaluating the
effects of this pronouncement.

Accounting for the Impairment or Disposal of Long-Lived Assets

In October 2001, the FASB issued SFAS No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets. This statement requires that
long-lived assets that are being disposed of by sale be measured at the lower of
book value or fair value less cost to sell. This standard also expanded the
scope of discontinued operations to include all components of an entity with
operations that can be distinguished from the rest of the entity and that will
be eliminated from ongoing operations of the entity in a disposal transaction.
The provisions of this statement are effective for fiscal years beginning after
December 15, 2001. The provisions of this pronouncement will impact any asset
dispositions we make after January 1, 2002.

3. ACCOUNTING FOR ACQUISITIONS BY EL PASO FIELD SERVICES

E1l Paso Field Services acquired its interest in Indian Basin in April 2000
for $55 million and acquired EPGT Texas in December 2000 for $470 million and
subsequently contributed these assets to us. Both acquisitions were accounted
for as purchases, and therefore operating results are included in our results
prospectively from the acquisition dates. Our financial statements include the
application of "push-down" accounting effective as of the acquisition dates.
Accordingly, the historical value of our assets and liabilities
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NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)

have been adjusted to reflect the allocation of the purchase price based upon
the estimated fair value of those assets and liabilities as of the acquisition
dates, resulting in a new basis of accounting. The purchase price allocation is
based on our internal evaluation of such assets and liabilities. Our balance
sheet at December 31, 2000, reflects the effects of the purchase price
adjustments consisting of (in thousands):

Property, plant and equipment decrease..............ouvuun.. $131, 838
Other noncurrent liabilities increase.............civiiun..n $ 66,381
Owners' net investment decrease...........c.ciiiiiiiinnnnnnnn $198, 219

The following selected unaudited pro forma information represents our
consolidated results of operations on a pro forma basis for the years ended
December 31, 2000 and 1999, as if we had acquired EPGT Texas and Indian Basin on
January 1, 1999 (in thousands):

2000 1999 -------- -------- Operating
FEVENUES .« vt vttt i ittt it

INCOME. . o e e e $

1 Lo 11
$ 35,225 $ 37,781

4. PROPERTY, PLANT AND EQUIPMENT

The following reflects the carrying value of property, plant and equipment
at December 31, (in thousands):

2001 2000 -------- -------- Transmission and
gathering pipelines.......... ...
$856,160 $826,042 Processing

55,066 55,003 Construction work in
PrOogresSS. . vttt i i e 14,452
20,8483 -------- -------- 925,678 901,888 Less

accumulated
depreciation....... ...
149,525 117,270 -------- -------- Total
property, plant and equipment,
net.......oovvviiinnn, $776,153 $784,618

5. TRANSACTIONS WITH AFFILIATES

We enter into various types of transactions with affiliates in the normal
course of business on market-related terms and conditions including selling
natural gas to and purchasing natural gas from affiliates. In addition, our
owners allocate to us general and administrative costs incurred on our behalf.

We had the following affiliated transactions as of and for the years ended
December 31 (in thousands):

2001 2000 1999 -------- -c----- —--oo--
Revenues with

affiliates.......coiiiiiiii it
$157,568 $60,230 $31,755 Expenses with
affiliates....... .t $
9,278 $ 7,059 $ 4,501 Accounts
receivable. . ... .. i i e

payable. . ... e s
$ 4,016 $ 7,273
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6. INCOME TAXES

The following table reflects the components of income tax expense (benefit)
for our taxable entities for the years ended December 31, (in thousands):

L0 U gl =T o o
$(24) $ 6,761 $(2,181)
Deferred. .o e e
-- (5,394) 4,626 ---- ------- ------- Total income tax
expense (benefit)............ ... .. $(24) $ 1,367 $

2,445

Total income tax benefit approximates the amount computed by applying the
statutory federal income tax rate (35 percent) to income before income taxes to
our taxable entities plus applicable state taxes.

The following table reflects the tax effects of significant temporary
differences representing deferred income tax assets and liabilities as of
December 31, (in thousands):

2001 2000 ------ -------- Deferred tax assets
(liabilities): Property, plant and
equipment....... ... e $ -- $(33,716)
(0 =
1,108 3,252 ------ -------- Total deferred income tax
assets (liabilities)......... $1,108 $(30,464) ======

7. MAJOR CUSTOMERS

The percentage of our revenue from major customers was as follows:

YEAR ENDED DECEMBER 31, ------------------ 2001
2000 1999 ---- ---- ---- Coastal Merchant
ENergy, L.P. .ttt 18%
-- -- E1 Paso Gas
Marketing. ... iiiin it s it s

11% 32% 24%

8. EMPLOYEE BENEFIT PLANS

Our employees participate in our parent's pension and retirement savings
plans. Costs associated with these plans are incurred by our parent and are
proportionally allocated to us. For the years ended December 31, 2001, 2000 and
1999, these allocated costs totaled approximately $4.6 million, $1.1 million and
$622 thousand.

9. COMMITMENTS AND CONTINGENCIES
OPERATING LEASE

We have long-term operating lease commitments in connection with a natural
gas storage facility. The term of the natural gas storage facility and base gas
leases runs through January 2008, and subject to certain conditions, has one or
more optional renewal periods of five years each at fair market rentals. Prior
to December 2000, EPGT Texas leased space for its corporate and operating
offices in San Antonio. We are no longer utilizing the office space pursuant to
this lease as a result of our acquisition by E1l Paso Field Services, and have
reflected a liability for the fair value of the future lease payments in the
amounts of $6.5 million and $7.6 million at December 31, 2001 and 2000.
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The related future minimum lease payments under these operating leases as
of December 31, 2001 are as follows (in thousands):

0] S $ 6,601
74 0L 6,601
0] 6,601
0O 6,601
20068 . i e e e e e 6,601
ReMaIiNder . ..o e et e 11,978
Total minimum lease paymentsS. .. ...t $44,983

Rental expense under operating leases, excluding amounts paid in connection
with the gas storage facility, was approximately $1.1 million, for the year
ended December 31, 2001. We did not have any rental expense for the years ended
December 31, 2000 and 1999.

LEGAL PROCEEDINGS

As of December 31, 2001 and 2000, we had reserves of approximately $40
million related to the legal discussions below.

We are named defendants 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 under report the heating value as well as
the volume of the natural gas produced from federal and Native American lands,
which deprived the U.S. Government of royalties. These matters have been
consolidated for pretrial purposes (In re: Natural Gas Royalties Qui Tam
Litigation, U.S. District Court for the District of Wyoming, filed June 1997).
In May 2001, the court denied the defendants' motions to dismiss.

We have also been named defendants in Quinque Operating Company, et al. v.
Gas Pipelines and Their Predecessors, et al, filed in 1999 in the District Court
of Stevens County, Kansas. This class action 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 and has now been sent back to
Kansas State Court for further proceedings. A motion to dismiss this case is
pending.

In September 1999, Lone Star Gas Company filed suit against EPGNT Texas
Pipeline, L.P. in Dallas County, Texas alleging a breach of the methodology of
calculating the weighted average cost of gas (WACOG) in their gas contract. Lone
Star previously purchased gas from Texas Pipeline using the WACOG method. In
September 1999, we filed a suit in Travis County, Texas stating that we properly
calculated and charged gas costs to Lone Star. In response to a claim by Lone
Star, the Travis County court denied its claim that we should not be allowed to
maintain this action in Travis county. The lawsuit in Dallas County was
temporarily suspended and the parties proceeded in the Travis County lawsuit.
Subsequently, Lone Star filed a complaint before the Texas Railroad Commission
asserting essentially the same claims. In April 2002, all matters were settled
and dismissals filed in both lawsuits and the Texas Railroad Commission
complaint. This settlement did not have a material impact on our financial
statements.

During 2000, Leapartners, L.P. filed a suit against us in the District
Court of Loving County, Texas, alleging a breach of contract to gather and
process gas in areas of western Texas. In May 2001, the Court ruled in favor of
Leapartners and entered a judgement against us of approximately $10 million. We
subsequently
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filed an appeal with the Eighth Court of Appeals in E1l Paso, Texas. Review by
the Court of Appeals is expected in December 2002.

We are also 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, based on information known to date, we do not expect ultimate
resolution of these matters will have a material adverse effect on our financial
position, operating results 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. As of December 31, 2001 and 2000, we have approximately $24 million
recorded for environmental matters.

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, regulations and claims for
damages to property, employees, other persons and the environment resulting from
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.

10. SUBSEQUENT EVENT

On April 8, 2002, we were sold to E1 Paso Energy Partners, L.P. for total
consideration of approximately $735 million subject to adjustment for actual
working capital acquired. Excluded from this transaction was approximately $30
million of communications assets that are reflected in property, plant, and
equipment on the accompanying balance sheets.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Owners of
EPGT Texas Pipeline, L.P., El Paso Gas Storage Company,
E1l Paso Hub Services Company, and the El1 Paso
Field Services Gathering and Processing Businesses:

In our opinion, the accompanying combined balance sheets and the related
combined statements of income, owners' net investment and cash flows present
fairly, in all material respects, the financial position of EPGT Texas Pipeline,
L.P., E1 Paso Gas Storage Company, E1 Paso Hub Services Company, and the El Paso
Field Services Gathering and Processing Businesses (collectively, the
"Businesses") at December 31, 2001 and 2000, and the results of their operations
and their cash flows for the three years in the period ended December 31, 2001
in conformity with accounting principles generally accepted in the United States
of America. These financial statements are the responsibility of the Businesses'
management; our responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits of these statements in
accordance with auditing standards generally accepted in the United States of
America, which require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

As described in Note 5 to the combined financial statements, the Businesses
have significant transactions and relationships with affiliated entities.
Because of these relationships, it is possible that the terms of these
transactions are not the same as those that would result from transactions among
wholly unrelated parties. Furthermore, as discussed in Note 2, the combined
financial statements include various cost allocations and management estimates
based on assumptions that management believes are reasonable under the
circumstances. However, these allocations and estimates are not necessarily
indicative of the costs and expenses that would have resulted had the Businesses
been operated as a separate entity.

/s/ PRICEWATERHOUSECOOPERS LLP

Houston, Texas
April 18, 2002
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EPGT TEXAS PIPELINE, L.P.,
EL PASO GAS STORAGE COMPANY
AND EL PASO HUB SERVICES COMPANY
COMBINED FINANCIAL STATEMENTS

WITH REPORT OF INDEPENDENT ACCOUNTANTS
FOR THE YEARS ENDED DECEMBER 31, 2000 AND 1999

19



EPGT TEXAS PIPELINE, L.P.,
EL PASO GAS STORAGE COMPANY
AND EL PASO HUB SERVICES COMPANY

COMBINED BALANCE SHEET
(IN THOUSANDS)

DECEMBER 31, 2000 ---------------- POST-ACQUISITION
ASSETS Current assets Cash and cash
equivalents. ... i $ 27
Accounts receivable Trade, net of allowance of
BA50. v e 9,726
Affiliate. .. i e
3,645
INVENEOrAES . ittt i st e i s
35,844 Other current
ASSEES . ittt e e 2,550 ------
-- Total current
ASSEeES . .t i e s 51,792
Property, plant and equipment,

Net. ...ttt i 452,488 Deferred tax
S S e vt ettt e 1,480
Other noncurrent
ASSEES . it i e e e 41 --------
Total ASSELS. ittt it i et e e
$505,801 ======== LIABILITIES AND OWNERS' EQUITY Current
liabilities Accounts payable
TradE . ottt e e $
3,946
Affiliate. . o e e e e
7,273 Natural gas imbalance
payable........ .o 36,187 Other current
liabilities. . vt s 226 --------
Total current liabilities.............. ... 47,632
Environmental
liabilities.. ... e 23,793 Legal
Jiabilaties. ..ot e s
35,600 Building lease
liability. o vu i s 7,588 Other
noncurrent liabilities.......... . iiviiiiiiiiiinnnnnn 78 -
------- Total
liabilities. . ... i i i i e 114,691
Commitments and contingencies Owners'

BULEY . . e e e e s
391,110 -------- Total liabilities and owners'
equity......vvuun $505, 801 ========

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P.,
EL PASO GAS STORAGE COMPANY
AND EL PASO HUB SERVICES COMPANY

COMBINED STATEMENTS OF INCOME
(IN THOUSANDS)

YEAR ENDED DECEMBER 31, ----------------------- 2000
1999 ---------- —--------- PRE-ACQUISITION Operating
revenues Gathering and transportation
SEIVICES. . v i ittt i $103,507 $ 99,516 Natural
gas sales. ... e
22,643 2,153 Other
LISAYZ=] 11 1=
7,602 3,238 ------on oo 133,752 104,907 --------
-------- Operating expenses Cost of natural
0 = 30,696 9,650
Operations and
11F B o =Y g -V o 78,992
67,038 Depreciation and
amortization....... ...t 28,075 27,833
---------------- 137,763 104,521 -------- --------
Operating (loss)

INCOME. it e (4,011) 386
Other
EXPEINS L i e
5,344 951 -------- -------- Earnings (loss) before
income taxes.........iiiiiii i (9,355) (565)
Income tax (benefit)

EXPENSE . ottt it i e e (37) 60 -------
EEEEEEEE Net
0SS . i e e e e e s

$ (9,318) $ (625)

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P.,
EL PASO GAS STORAGE COMPANY
AND EL PASO HUB SERVICES COMPANY

COMBINED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

YEAR ENDED DECEMBER 31, -----=----s--mmmzommmun-
2000 1999 ----------- PRE-ACQUISITION

CASH FLOWS FROM OPERATING ACTIVITIES Net (loss)
$

income
(9,318) $ (625) Adjustments to reconcile net income

to cash provided by operating activities
Depreciation and
28,075

amortization.......... i
27,833 Deferred income tax (benefit)
(364) 7 Working

EXPENSE . ittt
capital changes: Decrease in accounts
receivable......... ... i 5,849 65,458
(Increase) decrease in
inventory. ...t (18,939) 11,066
Decrease in accounts
payable........ ... i (4,860)

(55,919) Increase (decrease) in natural gas
imbalance payable...... 21,132 (25,578) (Increase)
decrease in other current assets...............
10,532 (12,685) Decrease in other current
liabilities........ovviiiinnnnnn (1,603) (5,021)
Non-working capital changes: Decrease in noncurrent
assets and liabilities............. 6,446 1,458 ---
—————— Net cash provided by operating

activities......... 36,950 5,994 --------- --------
CASH FLOWS FROM INVESTING ACTIVITIES Capital

expenditures
(15,915) (9,468) Proceeds from the sale of

property, plant and equipment..... 122 7,629 ------
--- Net cash used in investing
activities............. (15,793) (1,839) ---------
CASH FLOWS FROM FINANCING ACTIVITIES Net
cash distributions to
OWNEI S . ittt ettt iee st neas (21,146) (4,218)
Net cash used in financing

_________ (21,146) (4,218)

————————————————— Increase (decrease) in cash and
cash equivalents............ 11 (63) Cash and cash
equivalents Beginning of

= gl o o [ 16 79
----------------- End of
1= o o
$ 27 $ 16 SUPPLEMENTAL CASH FLOW
INFORMATION: Income taxes deemed
Paid. ... e e $ 327 $ 53
SCHEDULE OF NONCASH ACTIVITIES:

Adjustments due to effect of "push-down"

accounting....... $(198,219) $ -- =========

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P.,
EL PASO GAS STORAGE COMPANY
AND EL PASO HUB SERVICES COMPANY

COMBINED STATEMENTS OF OWNERS' EQUITY
(IN THOUSANDS)

YEAR ENDED DECEMBER 31, ---------z---mmmmmmmem--

2000 1999 ----------- ---------- PRE-ACQUISITION
Balance, at beginning of
period....... . i e $ 619,793
$624,636 Net (loss)
InCome. . e
(9,318) (625) Net cash distributions to
[0 1T (21,146)
(4,218) Adjustments due to effects of "push-
down" accounting........ (198,219) -- ---------
———————— Balance, at end of
Period. ... e e $

391,110 $619,793

See accompanying notes.
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EPGT TEXAS PIPELINE, L.P., EL PASO GAS STORAGE COMPANY
AND EL PASO HUB SERVICES COMPANY

NOTES TO COMBINED FINANCIAL STATEMENTS
1. ORGANIZATION AND NATURE OF BUSINESS
ORGANIZATION

EPGT Texas Pipeline, L.P. (formerly PG&E Texas Pipeline, L.P.), El Paso Gas
Storage Company (formerly PG&E Texas Gas Storage Company) and E1 Paso Hub
Services Company (formerly PG&E Hub Services Company) (collectively "we", "our"
or "us") are affiliates of El Paso Field Services L.P., which is an indirect
subsidiary of El1 Paso Corporation. Prior to December 22, 2000, we were wholly
owned subsidiaries of PG&E Gas Transmission Company, which was an indirect
subsidiary of PG&E Corporation. We own and operate approximately 8,500 miles of
natural gas pipeline and gathering systems primarily with capacity of
approximately 3.2 Bcf/d primarily serving the Texas intrastate market. Our
natural gas pipeline operations consist principally of gathering, storage and
transportation of natural gas. We also transport natural gas for, among others,
producers, gas distribution companies, electric utilities, other pipelines,
marketers, electric power generators and end users.

ACCOUNTING FOR ACQUISITION BY EL PASO FIELD SERVICES

Our acquisition by El1 Paso Field Services has been accounted for using the
purchase method of accounting and included the application of "push-down"
accounting to our financial statements effective as of December 31, 2000.
Accordingly, the historical value of our assets and liabilities has been
adjusted to reflect the allocation of the purchase price based upon the
estimated fair value of those assets and liabilities as of the acquisition date,
resulting in a new basis of accounting. The purchase price allocation is based
on our internal evaluation of such assets and liabilities.

In our financial statements, periods which reflect the new basis of
accounting are labeled "Post-acquisition", and periods which do not reflect the
new basis of accounting are labeled "Pre-acquisition". Our statement of income
for the year ended December 31, 2000, does not include adjustments for the
effects of the new basis of accounting, as they were determined to be
immaterial. Our balance sheet at December 31, 2000 reflects the effects of the
purchase price adjustments consisting of (in thousands):

Property, plant and equipment decrease..............iiuiuuunn $131, 838
Other noncurrent liabilities increase.............civivun..n $ 66,381
Owners' equUity deCrease. . vttt nn ittt $198, 219

As a result of the new basis of accounting, certain financial information
for the Post-acquisition period is not comparable to the Pre-acquisition
periods.

2. SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PRESENTATION

The accompanying financial statements have been prepared from our
historical accounting records and are presented on a carve-out basis to include
the historical operations applicable to EPGT Pipeline, L.P., El Paso Gas Storage
Company and E1 Paso Hub Services Company

Our financial statements are prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States.
All significant intercompany accounts and transactions have been eliminated.

Throughout the periods covered by the financial statements, our parent has
provided cash management services to us through a centralized treasury system.
As a result, all of our charges and cost allocations covered by the centralized
treasury system were deemed to have been paid by us to our parent, in cash,
during the period in which the cost was recorded in the combined financial
statements. In addition, all of our cash
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AND EL PASO HUB SERVICES COMPANY

NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)

receipts were advanced to our parent as they were received. As a result of using
our parent's centralized treasury system, the excess of cash receipts advanced
to our parent over the charges and cash allocation is reflected as net cash
distributions to our owners in the statements of owners' equity and cash flows.

We have been allocated, as appropriate, expenses incurred by PG&E
Corporation in order to present our financial statements on a stand-alone basis.
All of the allocations and estimates in the financial statements are based on
assumptions that management believes are reasonable under the circumstances.
However, these allocations and estimates are not necessarily indicative of the
costs and expenses that would have resulted had we operated as a separate
entity.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires the use of estimates
and assumptions that affect the amounts we reported as assets, liabilities,
revenues and expenses and disclosures in these financial statements. While we
believe our estimates are appropriate, actual results can, and often do, differ
from those estimates.

REVENUE RECOGNITION
Revenue from pipeline transportation of hydrocarbons is recognized upon
receipt of the hydrocarbons into the pipeline systems. Other revenues generally
are recorded when services have been provided or products have been delivered.
INVENTORIES
Inventories are carried at lower of cost or market with cost determined

using the average cost method. The following reflects inventories as of December
31, (in thousands):

2000 ---------------- POST-ACQUISITION
Natural gas in
LS 01 - U [
$31,735 Materials and
Other. ... s
4,109 ------- $35, 844 =======

NATURAL GAS IMBALANCES

Natural gas imbalances result from differences in gas volumes received from
and delivered to our customers and arise when a customer delivers more or less
gas into our pipelines than they take out. These imbalances are settled in kind
through a fuel gas and unaccounted for gas tracking mechanism, negotiated
cash-outs between parties, or are subject to a cash-out procedure. Gas
imbalances are reflected in imbalance receivable or imbalance payable, as
appropriate, in our financial statements.

PROPERTY, PLANT AND EQUIPMENT

As discussed in Note 1, property, plant and equipment at December 31, 2000
has been adjusted to reflect the application of "push down" accounting.

Provision for depreciation of property, plant and equipment is made
primarily on a straight-line basis over the estimated useful lives of the
depreciable facilities. A summary of the principal rates used in computing the
annual provision for depreciation, primarily utilizing the composite method and
including estimated salvage values, range from 2.3% to 4.5% for the year ended
December 31, 2000. Retirements, sales and disposals of
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NOTES TO COMBINED FINANCIAL STATEMENTS -- (CONTINUED)

assets are recorded by eliminating the related costs and accumulated
depreciation of the disposed assets with any resulting gains or loss reflected
in income. Repair and maintenance costs are expensed as incurred, while
additions, improvements and replacements are capitalized.

We evaluate the impairment of assets in accordance with SFAS No. 121,
Accounting for the Impairment of Long-Lived Assets and Long-Lived Assets to be
Disposed Of. If an adverse event or change in circumstances occurs, we make an
estimate of our future cash flows from our assets, grouped together at the
lowest level for which separate cash flows can be measured, to determine if the
asset is impaired. If the total of the undiscounted future cash flows is less
than the carrying amount for the assets, we calculate the fair value of the
assets either through reference to similar asset sales, or by estimating the
fair value using a discounted cash flow approach. These cash flow estimates
require us to make estimates and assumptions for many years into the future for
pricing, demand, competition, operating costs, legal, regulatory and other
factors. On January 1, 2002, we adopted the provisions of SFAS No. 144,
Accounting for the Impairment or Disposal of Long-Lived Assets. A discussion of
this pronouncement follows at the end of this note.

INCOME TAXES

Prior to our ownership, El Paso Gas Storage Company and El1 Paso Hub
Services Company, were both taxable entities. As the ownership of these entities
changed during 2000, they have been included in the consolidated federal income
tax returns filed by PG&E Corporation and E1 Paso Corporation for their
respective ownership periods. For financial reporting purposes, income taxes are
allocated to these entities on a modified separate return basis, to the extent
taxes or tax benefits are realized by PG&E Corporation and E1 Paso Corporation
in their respective consolidated returns.

We account for income taxes under SFAS No. 109, Accounting for Income
Taxes. In accordance with this statement, deferred income taxes are recorded
using enacted tax laws and rates for the years in which the deferred tax
liability or asset is expected to be settled or realized. Deferred income taxes
are provided for amounts when there are temporary differences in recording such
items for financial reporting and income tax reporting purposes.

EPGT Texas Pipeline, L.P. is not a taxable entity and the taxable income or
loss resulting from its operations will ultimately be included in the federal
and state income tax returns of its partners. Accordingly, no provision for
income taxes has been recorded in the accompanying combined financial statements
for this entity.

FAIR VALUE OF FINANCIAL INSTRUMENTS
As of December 31, 2000, our carrying amounts of cash and cash equivalents,
trade receivables and trade payables approximate fair value because of the
short-term nature of these instruments.
CASH AND CASH EQUIVALENTS
We consider short-term investments with little risk of change in value
because of changes in interest rates and purchased with an original maturity of
less than three months to be considered cash equivalents.
ALLOWANCE FOR DOUBTFUL ACCOUNTS
We have established an allowance for losses on accounts which may become
uncollectible. Collectibility is reviewed regularly and the allowance is

adjusted as necessary, primarily under the specific identification method.
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ENVIRONMENTAL COSTS

We expense or capitalize expenditures for ongoing compliance with
environmental regulations that relate to past or current operations as
appropriate. We expense amounts for clean up of existing environmental
contamination caused by past operations which do not benefit future periods by
preventing or eliminating future contamination. We record liabilities when our
environmental assessments indicate that remediation efforts are probable, and
the costs can be reasonably estimated. Estimates of our liabilities are based on
currently available facts, existing technology and presently enacted laws and
regulations taking into consideration the likely effects of inflation and other
societal and economic factors, and include estimates of associated legal costs.
These amounts also consider prior experience in remediating contaminated sites,
other companies' clean-up experience and data released by the EPA or other
organizations. These estimates are subject to revision in future periods based
on actual costs or new circumstances and are included in our balance sheet in
other noncurrent liabilities at their undiscounted amounts.

ACCOUNTING FOR PRICE RISK MANAGEMENT ACTIVITIES

We have adopted SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities beginning January 1, 2001, which requires us to measure all
derivative instruments at their fair value, and classify them as either assets
or liabilities on our balance sheet, with the 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. Since we did not have
any derivative instruments in place at December 31, 2000, and have not entered
into any since that date, we have determined that there is no impact on us upon
adoption of this standard.

To qualify for hedge accounting prior to our adoption of SFAS No. 133, any
hedge transactions must reduce the price risk of the underlying hedged item, be
designated a hedge at inception, and result in cash flows and financial impacts
which were inversely correlated to the position being hedged. If correlation
ceased to exist, hedge accounting was terminated and mark-to-market accounting
was applied. Gains and losses resulting from hedging activities and the
termination of any hedging instruments were initially deferred and included as
an increase or decrease to cost of sales in the period in which the hedged
transaction occurs.

ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED
Business Combinations

In July 2001, the FASB issued SFAS No. 141, Business Combinations. This
statement requires that all transactions that fit the definition of a business
combination be accounted for using the purchase method and prohibits the use of
the pooling of interests method for all business combinations initiated after
June 30, 2001. This statement also established specific criteria for the
recognition of intangible assets separately from goodwill and requires
unallocated negative goodwill to be written off immediately as an extraordinary
item. The accounting for any business combination we undertake in the future
will be impacted by this standard. Our adoption of SFAS No. 141 will not have a
material effect on our financial statements.

Goodwill and Other Intangible Assets

In July 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible
Assets. This statement requires that goodwill no longer be amortized but
intermittently tested for impairment at least on an annual basis. Other
intangible assets are to be amortized over their useful life and reviewed for
impairment in accordance with the provisions of SFAS No. 121, Accounting for the
Impairment of Long-Lived Assets and Long-Lived Assets to be Disposed Of. An
intangible asset with an indefinite useful life can no longer be amortized until
its useful life becomes determinable. This statement has various effective
dates, the most
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significant of which is January 1, 2002. We do no expect the impact of adopting
this pronouncement to have a material effect on our financial statements.

Accounting for Asset Retirement Obligations

In July 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement
Obligations. This statement requires companies to record a liability relating to
the retirement and removal of assets used in their business. The liability is
discounted to its present value, and the related asset value is increased by the
amount of the resulting liability. Over the life of the asset, the liability
will be accreted to its future value and eventually extinguished when the asset
is taken out of service. The provisions of this statement are effective for
fiscal years beginning after June 15, 2002. We are currently evaluating the
effects of this pronouncement.

Accounting for the Impairment or Disposal of Long-Lived Assets

In October 2001, the FASB issued SFAS No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets. This statement requires that
long-lived assets that are being disposed of by sale be measured at the lower of
book value or fair value less cost to sell. This standard also expanded the
scope of discontinued operations to include all components of an entity with
operations that can be distinguished from the rest of the entity and that will
be eliminated from ongoing operations of the entity in a disposal transaction.
The provisions of this statement are effective for fiscal years beginning after
December 15, 2001. The provisions of this pronouncement will impact any asset
dispositions we make after January 1, 2002.

3. PROPERTY, PLANT AND EQUIPMENT

As discussed in Note 1, property, plant and equipment at December 31, 2000,
has been adjusted to reflect the application of "push down" accounting. As part
of push-down accounting, the value of the assets have been adjusted to fair
value as of December 31, 2000. The following reflects the carrying value of
property, plant and equipment at December 31, (in thousands):

2000 ---------------- POST-ACQUISITION Transmission and
gathering pipelines............cciiiinrnnnnn $418, 341
Construction work in

22,505 -------- 452,488 Less accumulated
depreciation........viiiiiiii i mm mmmmme--
Total property, plant and equipment,
net..........coiin, $452,488 ========

4. TRANSACTIONS WITH AFFILIATES

We enter into various types of transactions with affiliates in the normal
course of business on market-related terms and conditions. We sell natural gas
to and purchase natural gas from affiliates.

For the year ended December 31, 2000, revenue from affiliates was $62
million and purchases of natural gas were $8 million, and for the year ended
December 31, 1999, revenue from affiliates was $59 million and purchases of
natural gas were $4 million. As a result of our cash management arrangement with
E1l Paso Field Services, as described in Note 2, all of our charges and cost
allocations are covered by a centralized treasury system and are deemed to have
been paid by us to our parent, in cash, during the period in which the cost was
recorded. We have accrued for one month of charges and cost allocations at
December 31, 2000, which are reflected as affiliated receivables and affiliated
payables in our balance sheets.
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Substantially all of the individuals who perform the day-to-day financial,
administrative, accounting and operational functions for us, as well as those
who are responsible for directing and controlling us, are employed by our
parent. We are allocated expenses from our parent which are intended to
approximate the amount of resources incurred by our parent in providing various
operational, financial, accounting and administrative services on behalf of us.
The allocated expenses totaled $54 million and $52 million for the years ended
December 31, 2000 and 1999.

5. INCOME TAXES

The following table reflects the components of income tax expense (benefit)
for our taxable entities for the years ended December 31, (in thousands):

2000 1999 ------ ----- PRE-ACQUISITION
[0 =T
$ 327 $53
Deferred. ..o e e e
(364) 7 ----- --- Total income tax expense
(benefit)..... .o $ (37) $60 ===== ===

Total income tax expense (benefit) approximates the amount computed by
applying the statutory federal income tax rate (35 percent) to income (loss)
before income taxes to our taxable entities plus applicable state taxes.

The following table reflects the tax effects of significant temporary
differences representing deferred income tax assets as of December 31, (in
thousands):

2000 ---------------- POST-ACQUISITION Deferred tax
assets Property, plant and
equipment. . ... . i i $1,106
(0 =
374 ------ Total deferred tax
ASSEES. .t i i e $1,480 ======

6. MAJOR CUSTOMERS
The percentage of our revenue from major customers was as follows:

YEAR ENDED DECEMBER 31, ------------ 2000
1999 ---- ---- El1 Paso Rivercity Energy,
L.P. (formerly PG&E Rivercity Energy, L.P.)
12% 14% E1 Paso Industrial Energy, L.P.
(formerly PG&E Industrial Energy, L.P.)

11% 17%

7. EMPLOYEE BENEFIT PLANS

Our employees participate in our parent's pension and retirement savings
plans. Costs associated with these plans are incurred by our parent and are
proportionally allocated to us. For the year ended December 31, 2000, these
allocated costs totaled approximately $195 thousand.
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8. COMMITMENTS AND CONTINGENCIES
OPERATING LEASES

We have long-term operating lease commitments in connection with a gas
storage facility. In 2000, we renegotiated the terms of our operating lease and
incurred expense related to the renegotiation of approximately $5 million. The
term of the gas storage facility and base gas leases runs through January 2008,
and subject to certain conditions, has one or more optional renewal periods of
five years each at fair market rentals. During 2000, we also leased space for
our corporate and operating offices in San Antonio. We are no longer utilizing
the office space pursuant to this lease as a result of our acquisition by E1
Paso Field Services, and have reflected a liability on our balance sheet
reflecting the fair value of the future lease payments in the amount of $7.8
million.

The related future minimum lease payments under these operating leases as
of December 31, 2000 are as follows (in thousands):

0] Jr $ 6,601
2002, i e e e e e 6,601
2003 . i it i e e 6,601
2004 . . e e e e 6,601
200 . i e e e e e e 6,601
REMAINAEr . ottt e e s 18,578
Total minimum lease PaymentsS. .. ... iinnr s $51,583

Rental expense under operating leases, excluding amounts paid in connection
with the gas storage facility, was approximately $1.4 million and $1 million for
the years ended December 31, 2000 and 1999.

LEGAL PROCEEDINGS

As of December 31, 2000, we had reserves of approximately $36 million
related to the legal discussions below.

We are named defendants 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 under report the heating value as well as
the volume of the natural gas produced from federal and Native American lands,
which deprived the U.S. Government of royalties. These matters have been
consolidated for pretrial purposes (In re: Natural Gas Royalties Qui Tam
Litigation, U.S. District Court for the District of Wyoming, filed June 1997).
In May 2001, the court denied the defendants' motions to dismiss.

We have also been named defendants in Quinque Operating Company, et al. v.
Gas Pipelines and Their Predecessors, et al, filed in 1999 in the District Court
of Stevens County, Kansas. This class action 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 and has now been sent back to
Kansas State Court for further proceedings. A motion to dismiss this case is
pending.

In September 1999, Lone Star Gas Company filed suit against EPGNT Texas
Pipeline, L.P. in Dallas County, Texas, alleging a breach of the methodology of
calculating the WACOG in their gas contract. Lone Star previously purchased gas
from Texas Pipeline using the WACOG method. In September 1999, we filed a suit
in Travis County, Texas, stating that we properly calculated and charged gas
costs to Lone Star. In response to a claim by Lone Star, the Travis County court
denied its claim that we should not be allowed to
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maintain this action in Travis county. The lawsuit in Dallas County was
temporarily suspended and the parties proceeded in the Travis County lawsuit. In
April 2002, all matters were settled and dismissals filed in both lawsuits and
the Texas Railroad Commission complaint. This settlement did not have a material
impact on our financial statements.

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, based on information known to date, we do not expect ultimate
resolution of these matters will have a material adverse effect on our financial
position, operating results 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. As of December 31, 2000 we have approximately $24 million recorded for
environmental matters. Such amount was recorded as a result of our application
of "push-down" accounting as discussed in Note 1.

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, regulations and claims for
damages to property, employees, other persons and the environment resulting from
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 adjust accruals accordingly.

9. SUBSEQUENT EVENT

On April 8, 2002, we were sold to E1 Paso Energy Partners as part of a
larger transaction with other assets sold from E1 Paso Field Services. Excluded
from this transaction was approximately $15 million of communications assets
that are reflected in property, plant, and equipment on our balance sheet. The
total consideration for all assets sold to E1 Paso Energy Partners was
approximately $735 million, subject to adjustments for actual working capital
acquired.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Owners of
EPGT Texas Pipeline, L.P.,
E1l Paso Gas Storage Company
and E1 Paso Hub Services Company:

In our opinion, the accompanying combined balance sheet and the related
combined statements of income, owners' equity and cash flows present fairly, in
all material respects, the financial position of EPGT Texas Pipeline, L.P., El
Paso Gas Storage Company and E1 Paso Hub Services Company (collectively, the
"Companies") at December 31, 2000, and the results of their operations and their
cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America. These financial statements
are the responsibility of the Companies' management; our responsibility is to
express an opinion on these financial statements based on our audits. We
conducted our audits of these statements in accordance with auditing standards
generally accepted in the United States of America, which require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

As described in Note 4 to the combined financial statements, the Companies
have significant transactions and relationships with affiliated entities.
Because of these relationships, it is possible that the terms of these
transactions are not the same as those that would result from transactions among
wholly unrelated parties. Furthermore, as discussed in Note 2, the combined
financial statements include various cost allocations and management estimates
based on assumptions that management believes are reasonable under the
circumstances. However, these allocations and estimates are not necessarily
indicative of the costs and expenses that would have resulted had the Companies
been operated as a separate entity.

/s/ PRICEWATERHOUSECOOPERS LLP

Houston, Texas
April 18, 2002
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(b) Pro forma financial statements

We are providing the accompanying unaudited pro forma condensed
consolidated and combined financial statements to (i) reflect the acquisition of
midstream assets from E1l Paso Corporation, (ii) the sale of our Prince TLP and
our approximate 9 percent overriding royalty in the Prince Field, and (iii) the
assumption of debt and borrowings to fund the acquisition as if we completed
these transactions as of January 1, 2001.

The unaudited pro forma condensed consolidated and combined financial
statements are not necessarily indicative of our consolidated financial position
or results of operations that might have occurred had the transactions been
completed at the beginning of the earliest period presented, nor do they
necessarily indicate our consolidated operating results and financial position
for any future period.

The accompanying Notes to the Unaudited Pro Forma Condensed Consolidated
and Combined Financial Statements explain the assumptions used in preparing the
financial information. Accounting policy differences were not material and,
accordingly, adjustments have not been included in these statements.

The unaudited pro forma financial information gives effect to the following
transactions as if they had occurred as of January 1, 2001:

(1) The repayment in April 2002 of the limited recourse debt of
approximately $95 million related to our Prince TLP.

(2) The acquisition in April 2002 of EPGT Texas and the El1 Paso Field
Services gathering and processing businesses, including 1,300 miles of
gathering systems in the Permian Basin and a 42.3 percent non-operating
interest in the Indian Basin natural gas processing and treating facility.
Total consideration for this transaction was approximately $735 million
consisting of a cash payment of approximately $420 million, the exchange of
our Prince TLP and our approximate 9 percent overriding royalty interest in
the Prince Field with a fair value of approximately $190 million, issuance
of approximately $6 million of common units and the assumption of
approximately $119 million of indebtedness.

(3) The acquisition in October 2001 of the remaining 50% equity
interest that we did not already own in Deepwater Holdings. The High Island
Offshore System and the East Breaks natural gas gathering system became
indirect wholly-owned assets through this transaction. The total purchase
price was approximately $81 million, consisting of $26 million cash and $55
million of assumed indebtedness. Our historical consolidated financial
statements include the accounts and results of operations of these assets
from the purchase date.

(4) The acquisition in October 2001 of interests in the titleholder
of, and other interests in, the Chaco cryogenic natural gas processing
plant for approximately $198.5 million. The total purchase price was
composed of:

- A payment of $77.0 million to acquire the Chaco plant from the bank
group that provided the financing for the facility; and

- A payment of $121.5 million to E1l Paso Field Services, L.P., an El
Paso Corporation affiliate, in connection with the execution of a
20-year agreement relating to the processing capacity of the Chaco
plant and dedication of natural gas gathered by E1 Paso Field
Services.

Our historical consolidated financial statements include the accounts
and results of operations of these assets from the purchase date.

(5) The $133 million acquisition in February 2001 of the South Texas
natural gas liquids transportation and fractionation assets from a
subsidiary of E1 Paso Corporation. Our historical consolidated financial
statements include the accounts and results of operations of these assets
from the purchase date.

(6) The exclusion of the (i) results of operations and losses on the
disposition of Deepwater Holdings' interests in the Stingray and UTOS
systems, and the West Cameron Dehydration facility; (ii) results of
operations and losses on disposition of our interests in Nautilus, Manta
Ray Offshore, Nemo, Green Canyon and Tarpon as well as interests in two
offshore platforms; and (iii) income of $25.4 million we recognized from
the related payments from E1l Paso Corporation.
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EL PASO ENERGY PARTNERS, L.P.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED AND COMBINED BALANCE SHEET
AS OF DECEMBER 31, 2001

(IN THOUSANDS)
EL PASO ENERGY EPN HOLDING PARTNERS,

L.P. ASSET HISTORICAL ACQUISITION(A)
ADJUSTMENT PROFORMA -------------- -

------------------------------ ASSETS
Current assets Cash and cash
equivalents............... $ 13,084 %

95,000 (B) $ 13,084 (95,000)(B) 416,000
(C) 4,000 (C) (420,000)(D) 119,000 (E)
(119, 000) (E) Accounts receivable, net

Trade. ... ..ot it i e e s
33,162 $ 39,593 (39,593)(D) 33,162
Affiliates......... s,
22,863 11,424 (11,424)(D) 22,863 Other
current assetsS...... i 557
25,039 (14,730)(D) 10,866 ---------- --
------------------------- Total
current assets............ 69, 666

76,056 (65,747) 79,975 Property, plant
and equipment,

1,103,427 776,153 (188,183)(D)
1,679,877 (30,000)(D) 18,480 (D)
Investment in processing
agreement........ 119,981 119,981
Investment in unconsolidated
affiliates... 34,442 34,442 Other
noncurrent assets........ . i

e R Total
assetsS. ... it $1, 357,270
$853,317 $(266,558) $1,944,029
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EL PASO ENERGY EPN HOLDING PARTNERS,

L.P. ASSET HISTORICAL ACQUISITION(A)
ADJUSTMENT PROFORMA

LIABILITIES AND PARTNERS' CAPITAL
Current liabilities Accounts payable

Trade. . ..o e e e $
14,987 $ 10,543 $ (10,543)(D) $ 14,987
Affiliates........ciiiiiiiiiiniinnnen
9,918 4,016 (4,016)(D) 9,918 Accrued
interest......... .. . i i, 6,401
6,401 Note payable to
affiliate............... 119,000 (D)
(119,000) (E) Current maturities of
limited recourse term
Joan. ... e 19, 000
(19,000)(B) -- Other current
liabilities

............... 4,159 18,057

---------- Total current
liabilities....... 54,465 32,616
(35,666) 51,415 Revolving credit
facility........ovvuvnn 300,000
95,000 (B) 399,000 4,000 (C) EPN

Holding limited recourse facility.....

416,000 (C) 535,000 119,000 (E) Long-
term debt

425,000 425,000 Limited recourse term
loan, less current

maturities

76,000 (76,000)(B) -- Other noncurrent
liabilities.............. 1,079 76,091

liabilities............... 856,544

108,707 470,036 1,435,287 Commitments

and contingencies Minority
interest

capital.......... ..o

500,726 6,000 (D) 508,543 1,817 (D)
Owners' net
investment

.................... 744,411
(744,411) (D)

Total liabilities and
partners'
capital.......... .. it

$1,357,270 $853,317 $(266,558)
$1,944,029
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EL PASO ENERGY PARTNERS, L.P.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED AND COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2001
(IN THOUSANDS)
PROFORMA PRO FORMA DEEPWATER
DEEPWATER TRANSPORTATION EL
PASO DEEPWATER HOLDINGS,
HOLDINGS, PROFORMA AND ENERGY
HOLDINGS, L.L.C. L.L.C. CHACO
FRACTIONATION PARTNERS, L.P.
L.L.C. DIVESTITURES ACQUISITION
PLANT ASSET HISTORICAL
HISTORICAL(F) ADJUSTMENTS
ADJUSTMENTS ADJUSTMENTS
ADJUSTMENTS -------------- ----

Operating
FEVENUES. v vttt nnnn s
$202,231 $ 40,933 $(2,726)(G) $
-- $20,299 (L) $5,042 (N)
Operating expenses Cost of

natural gas............. 51,542
Operation and maintenance,
net........ i i i

35,548 16,740 (658)(G) 5,215
(L) 1,368 (N) Depreciation,
depletion and
amortization..................
38,649 8,899 (323)(G) 422 (H)
6,512 (L) 750 (N) Asset
impairment charge.........

3,921 -------m mmmeeoen oo
-------------------- 129, 660
25,639 (981) 422 11,727 2,118 -
T T Operating
income (loss)........... 72,571
15,294 (1,745) (422) 8,572
2,924 -------m —mmeeoon oo
-------------------- Other
income (loss) Earnings from
unconsolidated
affiliates...............ov..

8,449 9,925 (I) Net (loss) gain
on sale of
assetsS. . it i e
(11,367) (21,453) 21,453 (G)
Other income
(loss)...vvvvnnn 28,726 68 -
B T 25,808
(21,385) 21,453 9,925 -- -- ---
------------- Income (loss)
before interest, income taxes
and other
charges....... .o,
98,379 (6,091) 19,708 9,503
8,572 2,924 Interest and debt
expense....... 43,130 5,936
(5,936)(J) 7,072 (M) 1,702 (0)
4,988 (K) Minority
interest............... 100

o e 43,230 5,936 -- (948)
7,072 1,702 ----cmmm comommn- -

(losS) . vvvnnninnnn, 55,149
$(12,027) $19,708 $10,451 $
1,500 $1,222

Net
income allocated to general
partner........... ... .0 o
24,661 Net income allocated to
Series B
unitholders...................
17,228 -------- Net income
(loss) allocated to limited



partners.............. $ 13,260
======== Basic and diluted net
income (loss) per
unit................. $ 0.38
=—======= Weighted average basic
and diluted units
outstanding...............
34,376 ========
OTHER GULF OF MEXICO EPN
HOLDING DIVESTITURE PRINCE
ASSET ADJUSTMENTS EXCHANGE(Q)
ACQUISITION(A) ADJUSTMENT
PROFORMA ----------oom mmmmmm oo

FEVENUES . . v vvvnn s v vnns $ --
$(8,825) $350,412 $ -- $607,366
Operating expenses Cost of
natural gas............. --
194,305 245,847 Operation and
maintenance,

(2,269) 66,615 122,559
Depreciation, depletion and
amortization..................
(2,988) 32,305 (2,236)(R)
82,452 462 (S) Asset impairment
charge......... 3,921 --------

--- -- (5,257) 293,225 (1,774)
454,779 —--mmmmm mmmmeee oo
e R L Operating
income (lossS)........... --
(3,568) 57,187 1,774 152,587 --

R Other income (loss)
Earnings from unconsolidated
affiliates............. ..o un.
18,374 Net (loss) gain on sale
of
assets..... .. i i
11,367 (P) Other income
(loss) ..ot (25,504) (P)

B Income (loss)
before interest, income taxes
and other
charges........ciiiiiiiiiiinnn.,
(14,137) (3,568) 52,161 1,774
169,225 Interest and debt
expense....... (1,588) --
23,701 (T) 82,470] 3,465 (U)
Minority
interest............... 100

e e -- (1,588) (24)

income (lossS)............vun
$(14,137) $(1,980) $ 52,185
$(25,392) 86,679 ========
Net
income allocated to general
partner. ... ..ot
24,976 Net income allocated to
Series B
unitholders...................
17,228 -------- Net income
(loss) allocated to limited
partners.............. $ 44,475
======== Basic and diluted net
income (loss) per
unit............ ..., $ 1.29
======== Weighted average basic
and diluted units
outstanding...............
34,535 —=—=—=====
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED
CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS

EPN HOLDING ASSET ACQUISITION AND PRINCE EXCHANGE BALANCE SHEET ADJUSTMENTS

A This column represents the audited historical combined balance sheet and
statement of operations for the EPN Holding asset acquisition, which includes
EPGT Texas, L.P., El Paso Gas Storage Company, El Paso Hub Services Company, and
the E1 Paso Field Services gathering and processing businesses.

B To record borrowings of $95 million under our revolving credit facility
for use in repaying our limited recourse term loan associated with our Prince
TLP.

C To record borrowings of $416 million under the EPN Holding limited
recourse credit facility and $4 million under our revolving credit facility
related to the EPN Holding asset acquisition.

D To record the EPN Holding asset acquisition. Our purchase price was $735
million consisting of: 1) a cash payment of $420 million, 2) an exchange of our
Prince TLP and 9 percent overriding royalty interest with a fair value of $190
million, 3) issuance of $6 million in common units 4) the assumption of $119
million of short-term indebtedness payable to E1 Paso Corporation. We acquired
all of the historical property, plant and equipment with the exception of
approximately $30 million of communications equipment, the natural gas imbalance
receivables and payables and the environmental liabilities on the combined
balance sheet. We recorded an excess purchase price of $18 million related to
the acquisition of these assets. In addition, we recognized a gain of $1.8
million on the Prince exchange.

E To record borrowings of $119 million under EPN Holding's limited
recourse credit facility related to the repayment of our assumed short-term debt
with E1 Paso Corporation described in footnote D above.

DEEPWATER HOLDINGS TRANSACTION

F This column represents the historical Deepwater Holdings, L.L.C.
consolidated statement of operations.

G To eliminate the results of operations of Stingray, UTOS and the West
Cameron Dehydration facility, our associated equity earnings from these assets,
and the effect of the non-recurring loss related to the sales of these assets.
These assets were sold pursuant to a Federal Trade Commission order related to
E1l Paso Corporation.

H To record depreciation expense associated with the allocation of the
excess purchase price assigned to Deepwater Holdings' property, plant and
equipment relating to our acquisition of the additional interest in Deepwater
Holdings. Such property, plant and equipment will be depreciated on a straight
line basis over the remaining useful lives of the assets which approximate 30
years.

I To eliminate our equity loss (earnings) in Deepwater Holdings prior to
our acquisition of the remaining 50 percent interest in Deepwater Holdings.

J To record the elimination of the historical interest expense related to
Deepwater Holdings' credit facility which was repaid and terminated.

K To record the increase in interest expense due to additional borrowings
of $140.0 million under our revolving credit facility to fund the acquisition of
E1l Paso Corporation's 50% interest in Deepwater Holdings and to repay Deepwater
Holdings' credit facility. The amount was calculated based on the interest rate
on our revolving credit facility at September 30, 2001, which was approximately
4.50%. A change in the rate of 0.125% would impact our annual results of
operations by approximately $6.2 million.

CHACO PLANT TRANSACTION

L To record the results of operations of the Chaco plant. In connection
with the acquisition of this asset, we secured a fixed rate processing agreement
from E1 Paso Field Services, an affiliate of our general partner, to process
natural gas for the next twenty years. Our pro forma processing revenues are
based on the contract
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price assuming historical daily volumes for the respective period. Also, we
expect to incur annual operating expenses related to the Chaco plant of
approximately $7.0 million per year. Our depreciation and amortization estimate
is based on the total cost of the plant of $77 million assuming a remaining life
of 30 years and the processing agreement of $121.5 million assuming a remaining
20 year life.

M To record the increase in interest expense due to additional borrowings
under our revolving credit facility to fund the acquisition of the Chaco plant
for $198.5 million. The amount was calculated based on the interest rate on our
revolving credit facility at September 30, 2001, which was approximately 4.50%.
A change in the rate of 0.125% would impact our annual results of operations by
approximately $0.3 million.

T&F ASSET TRANSACTION

N To record the results of operations of the transportation and
fractionation assets acquired.

0 To record the increase in interest expense related to our additional
borrowings under our revolving credit facility to fund the acquisition of the
NGL transportation and fractionation assets for $133 million. This amount was
calculated based on the interest rate on our revolving credit facility at March
31, 2001, which was approximately 7.68%. A change in the rate of 0.125% would
impact our annual results of operations by approximately $0.2 million.

OTHER GULF OF MEXICO ASSET DIVESTITURE TRANSACTIONS

P To eliminate the results of operations of Nautilus, Manta Ray Offshore,
Nemo, Green Canyon and Tarpon and the effect of the non-recurring items, related
to the losses on the sales of these assets and the $25.5 million additional
consideration received from E1 Paso Corporation. These assets were sold pursuant
to a Federal Trade Commission order related to E1 Paso Corporation.

EPN HOLDING ASSET ACQUISITION AND PRINCE EXCHANGE INCOME STATEMENT

Q To eliminate the results of operations of our Prince TLP and our
approximate 9 percent overriding royalty interest in the Prince Field. These
assets were exchanged as part of our consideration paid to E1l Paso Corporation
for our EPN Holding asset acquisition.

R To record reduction in depreciation expense related to the
communications assets not included in our Midstream Asset Acquisition.

S To record additional depreciation expense resulting from increased basis
of $18.4 million to property, plant and equipment relating to our EPN Holding
asset acquisition. Such property, plant and equipment will be depreciated on a
straight line basis over the remaining useful lives of the assets which
approximates 40 years.

T To record the increase in interest expense related to our additional
borrowings of $535 million under the EPN Holding limited recourse credit
facility to fund the EPN Holding asset acquisition. This amount was calculated
based on the interest rate on the EPN Holding limited recourse credit facility
at March 31, 2002, which was approximately 4.43%. A change in the rate of 0.125%
would impact our annual results of operations by approximately $0.7 million.

U To record the increase in interest expense related to our additional
borrowings of $99 million under our revolving credit facility for use in
repaying our limited recourse term loan of $95 million and our EPN Holding asset
acquisition of $4 million. This amount was calculated based on the interest rate
on our revolving credit facility at March 31, 2002, which was approximately
3.50%. A change in the rate of 0.125% would impact our annual results of
operations by approximately $0.1 million.
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(c) Other Financial Statements

In addition, we are filing a one year audited balance sheet of El Paso
Energy Partners Company, the general partner of E1 Paso Energy Partners, L.P.,
as of December 31, 2001, and a two year audited balance sheet of El Paso Energy
Partners Finance Corporation, the financial subsidiary of El1 Paso Energy
Partners, as of December 31, 2001 and 2000, in connection with anticipated
security offering pursuant to our Registration Statements on Form S-3 (No.
333-85987 and 333-81772).
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WITH REPORT OF INDEPENDENT ACCOUNTANTS
DECEMBER 31, 2001

40



EL PASO ENERGY PARTNERS COMPANY
(A DELAWARE CORPORATION)

CONSOLIDATED BALANCE SHEET
(IN THOUSANDS EXCEPT SHARES)

DECEMBER 31, 2001 ----------------- ASSETS
Current assets Cash and cash
equUIvValents. ... e $
36 Note receivable from
affiliate......... o 13,781
Interest receivable from
affiliate............ ... 743 --------
Total current
ASSEES . it 14,560
Investment in unconsolidated
affiliate............ ..ot 343,530
Goodwill, net of accumulated amortization of
$18,231........ 195,207 -------- Total
ASSEES . i i e e s
$553,297 ======== LIABILITIES AND STOCKHOLDER'S
EQUITY Current liabilities Accrued federal
income taxX...... ittt i i e e e, $
11,154 Other current
liabilities. . v ittt e e 81
-------- Total current
liabilities........ciiiiiiiiinnnn. 11,235
Deferred tax
liability. .. vt e e
142,847 Other noncurrent
liabilities. ...ttt i e e
2,858 -------- Total
liabilities.. ... i

156,940 Commitments and contingencies
Stockholder's equity Common stock, $0.10 par
value, 1,000 shares authorized, issued and
outstanding.......... i --

capital. ... e 210,988
Retained
AN NINGS . s vttt ettt e
185,626 Accumulated other comprehensive
10SS. it (257) -------- Total
liabilities and stockholder's equity........
$553,297 ========

See accompanying notes.

41



EL PASO ENERGY PARTNERS COMPANY
NOTES TO CONSOLIDATED BALANCE SHEET
NOTE 1 -- ORGANIZATION

We are a Delaware corporation formed in 1989 and are a wholly owned
indirect subsidiary of E1l Paso Corporation. We are the general partner with a
one percent general partner interest, and own (directly and indirectly)
approximately 20 percent of the outstanding common units, of El Paso Energy
Partners, L.P. (the Partnership), a publicly held Delaware master limited
partnership. The Partnership provides gathering, transportation, processing,
fractionation, storage and other related activities for producers of natural
gas, natural gas liquids(NGL) and o0il. The Partnership owns or has interests in
natural gas and oil pipeline systems, offshore platforms, natural gas storage
facilities, producing o0il and natural gas properties, NGL storage facilities,
gathering and transportation pipelines, NGL fractionation plants and a natural
gas processing plant.

NOTE 2 -- SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PRESENTATION AND PRINCIPLES OF CONSOLIDATION

Our consolidated financial statement is prepared on the accrual basis of
accounting in conformity with accounting principles generally accepted in the
United States and includes the accounts of our wholly owned subsidiary after the
elimination of all significant intercompany balances and transactions.

CASH AND CASH EQUIVALENTS

We consider short-term investments with little risk of change in value
because of changes in interest rates and purchased with an original maturity of
less than three months to be cash equivalents.

AFFILIATED RECEIVABLES AND PAYABLES

E1l Paso Corporation collects cash and makes disbursements on our behalf as
part of our operating activities. Additionally, El Paso Corporation may make
advances to us for purposes of our capital investment. At December 31, 2001, we
had notes and interest receivable from affiliates of approximately $14.5
million.

INVESTMENT IN UNCONSOLIDATED AFFILIATE

We account for our investment in companies where we have the ability to
exert significant influence over, but not control over operating and financial
policies, using the equity method. Any difference between the carrying amount of
the investment and the underlying equity in net assets of the investee is
amortized on a straight-line basis over the estimated lives of the underlying
net assets of the respective investee.

FAIR VALUE OF FINANCIAL INSTRUMENTS

As of December 31, 2001, our carrying amounts of cash and cash equivalents,
receivables and payables approximate fair value because of the short-term nature
of these instruments.

GOODWILL

Our goodwill is a result of the application of push-down accounting as a
result of our acquisition by an affiliate of E1l Paso Corporation. We amortize
goodwill using the straight-line method over a period of approximately 40 years.
We evaluate impairment of goodwill in accordance with SFAS No. 121, Accounting
for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed
of. Under this methodology, when an event occurs to suggest that impairment may
have occurred, we evaluate the undiscounted net cash flows of the underlying
asset or entity. If these cash flows are not sufficient to recover the value of
the underlying asset or entity plus the goodwill amount, these cash flows are
discounted at a risk-adjusted rate with any difference recorded as a charge to
our income statement. With the adoption of SFAS
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EL PASO ENERGY PARTNERS COMPANY
NOTES TO CONSOLIDATED BALANCE SHEET -- (CONTINUED)

No. 142 effective January 1, 2002, we will no longer amortize this goodwill but
will test for impairment on a regular basis.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires the use of estimates
and assumptions that affect the amounts we reported as assets and liabilities
and our disclosures in these financial statements. While we believe our
estimates are appropriate, actual results can, and often do, differ from those
estimates.

INCOME TAXES

We report current income taxes based on our taxable income along with a
provision for deferred income taxes. Deferred income taxes reflect the estimated
future tax consequences of differences between the financial statement and tax
bases of assets and liabilities and carryovers at each year-end. We account for
tax credits under the flow-through method, which reduces the provision for
income taxes in the year the tax credits first become available. We reduce
deferred tax assets by a valuation allowance when, based upon our estimates, it
is more likely than not that a portion of those assets will not be realized in
the future period. The estimates utilized in the recognition of deferred tax
assets are subject to revision, either up or down, in future periods based on
new facts or circumstances.

Beginning August 14, 1998, as a result of El Paso Corporation's indirect
acquisition of us, our results are included in the consolidated federal income
tax return of E1 Paso Corporation.

E1l Paso Corporation maintains a tax sharing policy for companies included
in its consolidated federal income tax return which provides, among other
things, that (i) each company in a taxable income position will be currently
charged with an amount equivalent to its federal income tax computed on a
separate return basis, and (ii) each company in a tax loss position will be
reimbursed currently to the extent its deductions, including general business
credits, were utilized in the consolidated return. Under the policy, E1l Paso
Corporation pays all federal income taxes directly to the IRS and bills or
refunds its subsidiaries for their portion of these income tax payments.

ACCOUNTING FOR PRICE RISK MANAGEMENT ACTIVITIES

We have adopted SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities beginning January 1, 2001, which requires us to 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. Since we did not have
any derivative instruments in place at January 1, 2001, we have determined that
there is no impact on us on the implementation date. During 2001, the
Partnership entered into cash flow hedging activities and our share of the
unrealized gains (losses) of the hedging instruments are reflected as an
increase (decrease) in investment in unconsolidated affiliate and accumulated
other comprehensive income (loss) on our balance sheet.

RECENT PRONOUNCEMENTS
New Accounting Policies Issued But Not Yet Adopted

Business Combinations. In July 2001, the FASB issued SFAS No. 141,
Business Combinations. This Statement requires that all transactions that fit
the definition of a business combination be accounted for using the purchase
method and prohibits the use of the pooling of interests method for all business
combinations initiated after June 30, 2001. This Statement also establishes
specific criteria for the recognition of intangible assets separately from
goodwill and requires unallocated negative goodwill to be written off at the
acquisition
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EL PASO ENERGY PARTNERS COMPANY
NOTES TO CONSOLIDATED BALANCE SHEET -- (CONTINUED)

date as an extraordinary item. The accounting for any business combinations we
undertake in the future will be impacted by this standard. The Statement also
requires, upon adoption, that we write off to income any negative goodwill
recognized on business combinations for which the acquisition date was before
July 1, 2001, as the effect of a change in accounting principle. We do not
expect the provisions of this pronouncement will have a material effect on our
financial statements.

Goodwill and Other Intangible Assets. In July 2001, the FASB issued SFAS
No. 142, Goodwill and Other Intangible Assets. This Statement requires that
goodwill no longer be amortized but periodically tested for impairment at least
on an annual basis. An intangible asset with an indefinite useful life can no
longer be amortized until its useful life becomes determinable. This Statement
has various effective dates, the most significant of which is January 1, 2002.
Upon adoption of this Statement on January 1, 2002, we will no longer recognize
annual amortization expense of approximately $6.2 million on goodwill and
indefinite-lived intangible assets. We do not expect the impairment provisions
of this pronouncement will have a material effect on our financial statements.

Accounting for Asset Retirement Obligations. 1In August 2001, the FASB
issued SFAS No. 143, Accounting for Asset Retirement Obligations. This Statement
requires companies to record a liability relating to the retirement and removal
of assets used in their business. The liability is discounted to its present
value, and the related asset value is increased by the amount of the resulting
liability. Over the life of the asset, the liability will be accreted to its
future value and eventually extinguished when the asset is taken out of service.
The provisions of this Statement are effective for fiscal years beginning after
June 15, 2002. We are currently evaluating the effects of this pronouncement.

Accounting for the Impairment or Disposal of Long-Lived Assets. 1In October
2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets. This Statement requires that long-lived assets that are to be
disposed of by sale be measured at the lower of book value or fair value less
cost to sell. The standard also expanded the scope of discontinued operations to
include all components of an entity with operations that can be distinguished
from the rest of the entity and that will be eliminated from the ongoing
operations of the entity in a disposal transaction. The provisions of this
Statement are effective for fiscal years beginning after December 15, 2001. The
provisions of this Statement will impact any asset dispositions we make after
January 1, 2002.

NOTE 3 -- INVESTMENT IN UNCONSOLIDATED AFFILIATE

We hold an unconsolidated investment in the Partnership, which is accounted
for using the equity method of accounting. Additional income is allocated by the
Partnership to us as a result of the Partnership achieving certain target levels
of cash distributions to its unitholders. The Partnership distributes 100
percent of available cash, as defined in the Partnership Agreement, on a
quarterly basis to the unitholders of the Partnership and to us. During
distribution periods, these distributions are effectively made 99 percent to
unitholders and one percent to us, subject to the payment of incentive
distributions to us if certain target levels of cash distributions to
unitholders are achieved. Incentive distributions to us increase to 14 percent,
24 percent and 49 percent based on incremental distribution thresholds. Since
1998, quarterly distributions to common unitholders have been in excess of the
highest incentive threshold of $0.425 per unit, and as a result, we have
received 49 percent of the incremental amount. For the year ended December 31,
2001, we received $25.5 million related to incentive distributions and our one
percent of the Partnership's income distribution. In addition, we received $15.5
million related to our ownership of common units.

As of December 31, 2001, the Partnership had 39,738,974 common units
outstanding. The public owns common units totaling 29,308,140, representing an
approximately 74 percent limited partner interest in the Partnership. We own
7,768,964 common units, representing an approximately 20 percent limited partner
interest, and our one percent general partner interest. In addition, E1l Paso
Corporation indirectly owns
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EL PASO ENERGY PARTNERS COMPANY
NOTES TO CONSOLIDATED BALANCE SHEET -- (CONTINUED)

2,661,870 common units representing an approximately 6 percent limited partner
interest and 125,392 Series B preference units with a liquidation value of
approximately $143 million.

On May 1, 2001, we sold our approximate one percent non-managing interest
owned in twelve of the Partnership's subsidiaries for $8 million. We recognized
a net gain of approximately $11 million from the sale of our non-managing
interest. As a result of this disposition, we no longer own a direct interest in
the Partnership's subsidiaries.

We contributed approximately $2.8 million to the Partnership in order to
satisfy our one percent contribution requirement as a result of the
Partnership's common unit offerings in March 2001 and October 2001. In addition,
we purchased 1,477,070 common units during the Partnership's October 2001 common
unit offering for approximately $57.6 million.

As of December 31, 2001, the carrying amount of our investment in
unconsolidated affiliate exceeded the underlying equity in net assets by
approximately $270 million. This difference is being amortized on a straight-
line basis over the estimated useful life of the underlying net assets of the
investee. With the adoption of SFAS No. 142 effective January 1, 2002, we will
no longer amortize $98 million of this excess purchase amount but will test this
amount for impairment on a regular basis.

The summarized financial information for our investment in the Partnership
is as follows:

EL PASO ENERGY PARTNERS, L.P.
SUMMARIZED CONSOLIDATED BALANCE SHEET

DECEMBER 31, 2001
(IN THOUSANDS)

CUNTENE ASSEBES . ittt ittt ettt e et e e $ 69,666
NONCUrrent asSSetsS. .. vttt it it it st sns 1,287,604
Current liabilities......cu ittt ittt it 54,465
Long-term debt. ... .. e e 801, 000
Other noncurrent liabilities...........coiiiiiiiiiinnnnnnnns 1,079
Partners' capital...... ..o i i s 500,726

NOTE 4 -- INCOME TAXES

After August 14, 1998, we are included in the consolidated federal income
tax return filed by E1 Paso Corporation. El Paso Corporation's tax sharing
policy provides for the manner of determining payments with respect to federal
income tax liabilities (see Note 2).

Our deferred income tax liabilities (assets) at December 31, 2001 consisted
of the following (in thousands):

Deferred tax liabilities:

Investment in unconsolidated affiliate.................... $143,519
Other . . e 12
Total deferred tax liability...................... 143,531

Deferred tax assets:
Net operating loss (NOL) carryforwards..............oouuue (684)
Net deferred tax liability.........coiiiiiiiiinnn s $142, 847
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EL PASO ENERGY PARTNERS COMPANY
NOTES TO CONSOLIDATED BALANCE SHEET -- (CONTINUED)

As of December 31, 2001, approximately $2.0 million of NOL carryforwards,
which expire in 2017, were available to offset future tax liabilities.

Current amounts due to E1l Paso Corporation for the intercompany charge for
federal income taxes totaled approximately $11.2 million as of December 31,
2001.

NOTE 5 -- RELATED PARTY TRANSACTIONS

Substantially all of the individuals who perform the day-to-day financial,
administrative, accounting and operational functions for us and the Partnership
as well as those who are responsible for directing and managing us and the
Partnership are currently employed by E1 Paso Corporation. Under a general and
administrative services agreement (G&A agreement) between subsidiaries of El
Paso Corporation and us, a management fee of approximately $775,000 per month is
charged to us which is intended to approximate the amount of resources allocated
by E1 Paso Corporation and its affiliates in providing various operational,
financial, accounting and administrative services on behalf of the Partnership
and us. Under the terms of the partnership agreement, we are entitled to
reimbursement by the Partnership of all reasonable general and administrative
expenses and other reasonable expenses incurred by us and our affiliates for, or
on our behalf, including, but not limited to, amounts payable by us to El Paso
Corporation under the G&A agreement. In April 2002, in connection with the EPN
Holding acquisition, we extended our G&A agreement to December 31, 2005, and may
thereafter be terminated on 90 days' notice by either party. In addition, the
management fee was increased to approximately $1.6 million per month. At
December 31, 2001, there were no affiliated receivables from the Partnership and
no affiliated payables to E1l Paso Corporation or its affiliates outstanding
under this agreement.

0f the $25.5 million of distributions we received from the Partnership for
the year ended December 31, 2001, we invested $7.1 million in a note receivable
from E1 Paso Corporation, secured by the general credit of E1l Paso Corporation.
The notes had an interest rate of approximately 4.92% per annum at December 31,
2001 and mature on demand.

NOTE 6 -- COMMITMENTS AND CONTINGENCIES

In the ordinary course of business, we are subject to various laws and
regulations. In our opinion, compliance with existing laws and regulations will
not materially affect our financial position, results of operations, or cash
flows. Various legal actions which have arisen in the ordinary course of
business are pending with respect to our assets. We believe that the ultimate
disposition of these actions, either individually or in the aggregate, will not
have a material adverse effect on our financial position.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholder of
E1 Paso Energy Partners Company:

In our opinion, the accompanying consolidated balance sheet presents
fairly, in all material respects, the financial position of E1l Paso Energy
Partners Company (the "Company") and its subsidiary at December 31, 2001 in
conformity with accounting principles generally accepted in the United States of
America. This financial statement is the responsibility of the Company's
management; our responsibility is to express an opinion on this financial
statement based on our audit. We conducted our audit of this statement in
accordance with auditing standards generally accepted in the United States of
America, which require that we plan and perform the audit to obtain reasonable
assurance about whether the balance sheet is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the balance sheet, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall balance
sheet presentation. We believe that our audit of the balance sheet provides a
reasonable basis for our opinion.

/s/ PRICEWATERHOUSECOOPERS LLP

Houston, Texas
April 18, 2002

47



EL PASO ENERGY PARTNERS FINANCE CORPORATION
BALANCE SHEETS

WITH REPORT OF INDEPENDENT ACCOUNTANTS
DECEMBER 31, 2001 AND 2000
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EL PASO ENERGY PARTNERS FINANCE CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF EL PASO ENERGY PARTNERS, L.P.)

BALANCE SHEETS

DECEMBER 31, -----------cmmmmmmmmmn 2001 2000
------------------- ASSETS Total
ASSEES . ittt i i e e e e e $
--$ -- STOCKHOLDER'S EQUITY

Common stock, $1.00 par value, 1,000 shares
authorized, issued and

outstanding........ it e e
$ 1,000 $ 1,000 Contribution receivable from
parent. . ... e (1,000)
(1,000) ------- ------- Total stockholder's
eqUItY. ..o $ -- 8% --

See accompanying note.
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EL PASO ENERGY PARTNERS FINANCE CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF EL PASO ENERGY PARTNERS, L.P.)

NOTE TO BALANCE SHEETS
NOTE 1 -- ORGANIZATION

E1l Paso Energy Partners Finance Corporation, a Delaware corporation and
wholly owned subsidiary of El1 Paso Energy Partners, L.P., was formed on April
30, 1999 for the sole purpose of co-issuing debt securities with E1 Paso Energy
Partners, L.P. (the Partnership), a publicly held Delaware master limited
partnership. The Partnership provides gathering, transportation, processing,
fractionation, storage and other related activities for producers of natural
gas, natural gas liquids and oil. The Partnership owns or has interests in
natural gas and oil pipeline systems, offshore platforms, natural gas storage
facilities, producing o0il and natural gas properties, natural gas liquids
gathering and transportation pipelines, fractionation plants and a natural gas
processing plant.

Our contribution receivable was generated from the initial capitalization
of us. We have not conducted any operations and all activities have related to
the co-issuance of the Partnership's senior subordinated notes.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholder of
E1l Paso Energy Partners Finance Corporation:

In our opinion, the accompanying balance sheets present fairly, in all
material respects, the financial position of El1 Paso Energy Partners Finance
Corporation (the "Company") at December 31, 2001 and 2000 in conformity with
accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the Company's management; our
responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these statements in accordance with
auditing standards generally accepted in the United States of America, which
require that we plan and perform the audit to obtain reasonable assurance about
whether the balance sheets are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the balance sheets, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall balance sheet
presentation. We believe that our audits of the balance sheets provide a
reasonable basis for our opinion.

/s/ PRICEWATERHOUSECOOPERS LLP

Houston, Texas
April 15, 2002
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EL PASO ENERGY PARTNERS, L.P.
EXHIBIT LIST

Each exhibit identified below is filed as part of this report.
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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: April 22, 2002 By: /s/ D. MARK LELAND

D. Mark Leland
Senior Vice President and Controller
(Principal Accounting Officer)
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EXHIBIT 10.A
GENERAL AND ADMINISTRATIVE SERVICES AGREEMENT

This General and Administrative Services Agreement (this "Agreement")
is entered into as of April 8, 2002 by and between DeepTech International Inc.,
a Delaware corporation ("DII"), El Paso Energy Partners Company (formerly
Leviathan Gas Pipeline Company), a Delaware corporation ("EPEPC"), and El Paso
Field Services, L.P., a Delaware limited partnership ("EPFS"). DII, EPEPC and
EPFS are sometimes referred to collectively herein as the "Parties" and
individually as a "Party."

RECITALS

WHEREAS, EPEPC is a wholly-owned subsidiary of DII and the general
partner (in such capacity, the "General Partner") of El Paso Energy Partners,
L.P., a publicly-owned Delaware limited partnership (the "Partnership");

WHEREAS, all management powers over the business and affairs of the
Partnership are exclusively vested in the General Partner and the General
Partner is required to conduct, direct and exercise full control over all
activities of the Partnership, including, among other things, providing various
general and administrative resources;

WHEREAS, DII historically has provided certain operational, financial,
accounting and administrative services to EPEC through the Management Agreement
dated July 1, 1992, as amended and restated by the First Amended and Restated
Management Agreement dated as of June 27, 1994 (as amended, the "Existing
Agreement");

WHEREAS, EPEC and DII have amended the terms of the Existing Agreement
from time to time to address changing circumstances, including, among other
things, providing for incremental general and administrative resources necessary
to manage additional assets acquired (through construction, purchase or
otherwise) by the Partnership, adjusting the fees for such resources to reflect
changes in the costs thereof, and extending the term of the Existing Agreement;

WHEREAS, (i) substantially contemporaneous with the date of this
Agreement, the Partnership acquired approximately $750 million of midstream
natural gas assets located in Texas and New Mexico from El Paso Corporation (the
"Acquisition Transactions") and (ii) the initial term of the Existing Agreement
expires on July 1, 2002; and

WHEREAS, the Parties desire to amend, restate and replace the Existing
Agreement to, among other things, (i) change the name of the Existing Agreement
to "General and Administrative Services Agreement" to more accurately reflect
the nature of the arrangements between the Parties, (ii) extend the initial term
of the Existing Agreement, (iii) increase the fees paid by EPEPC to DII to
reflect the increased general and administrative costs to be incurred following
the consummation of the Acquisition Transactions and (iv) add EPFS as a party.

NOW, THEREFORE, in consideration of the premises and mutual covenants
contained herein and other good and valuable consideration (the receipt and
sufficiency of which are hereby confirmed and acknowledged), the Parties agree
as follows:



I. REPLACEMENT OF EXISTING AGREEMENT

The Parties hereby amend and restate, and replace in its entirety, the
Existing Agreement with this Agreement.

II. DEFINITIONS

2.1 Defined Terms. For purposes of this Agreement, the following
capitalized terms shall have the following meanings:

"Affiliates" means, with respect to either Party, entities that
directly or indirectly through one or more intermediaries control, or are
controlled by, or are under common control with such Party, and the term
"control" shall mean the possession, directly or indirectly, of the power to
direct or cause the direction of the management and policies of an entity,
whether through the ownership of voting securities, by contract or otherwise;
provided, however, that (i) with respect to DII, the term "Affiliate" shall
exclude each member of the Partnership Group and (ii) with respect to EPEPC, the
term "Affiliate" shall exclude each member of the E1 Paso Group.

"Agreement" shall have the meaning set forth in the preamble.

"Communications Facilities" means communications equipment, towers and
other facilities (including rights-of-way and fee property).

"Communications Services" means communications services, including: (1)
providing access to Communication Facilities; (ii) providing use of
Communication Facilities; (iii) maintaining bandwith and network connectivity to
meet the communications requirements for Partnership Facilities; (iv)
transporting and networking of voice, data and video used to support field
operations, including mobile radio systems, SCADA communications, telephone
systems, videoconferencing and wide area and local area networking; (v)
operating and maintaining the Communication Facilities so as to ensure reliable
service at a consistent level across the entire network; (vi) operating and
maintaining Communications Facilities in compliance with all applicable laws and
regulations and in accordance with all licenses and permits; (vii) maintaining
in full force and effect all rights-of-way used with respect to Communications
Facilities; designing and engineering additions and modifications to the
existing Communications Facilities so as to provide the above-described
communications services for future growth and changes (as agreed to by the
Parties); and (viii) all other communications-related services necessary for the
operation of the Partnership Facilities consistent with their level of operation
prior to the date of this Agreement.

"DII" shall have the meaning set forth in the preamble.

"E1l Paso Group" means, other than members of the Partnership Group, (i)
each Affiliate of El Paso Corporation in which E1 Paso Corporation owns
(directly or indirectly) an equity interest and (ii) each natural person that is
an Affiliate of any person described in (i) above solely because of such natural
person's position as an officer (or natural person performing similar
functions), director (or natural person performing similar functions) or other
representative of



any person described in (i) above, but only to the extent that such natural
person is acting in such capacity.

"EPEPC" shall have the meaning set forth in the preamble.

"EPFS" shall have the meaning set forth in the preamble.

"Existing Agreement" shall have the meaning set forth in the recitals.
"Fiscal Year" shall mean the period from July 1 through June 30.
"General Partner" shall have the meaning set forth in the recitals.

"Party" and "Parties" shall have the meanings set forth in the
preamble.

"Partnership" shall have the meaning set forth in the recitals.

"Partnership Agreement" shall mean the Second Amended and Restated
Agreement of Limited Partnership of the Partnership, dated effective as of
August 31, 2000, as it may be amended, supplemented, restated or otherwise
modified from time to time.

"Partnership Facilities" means all of the Partnership's assets and
facilities.

"Partnership Group" means (i) EPEPC, (ii) the Partnership, (iii) each
Affiliate of the Partnership in which the Partnership owns (directly or
indirectly) an equity interest and (iv) each natural person that is an Affiliate
of any person described in (i) - (iii) above solely because of such natural
person's position as an officer (or natural person performing similar
functions), director (or natural person performing similar functions) or other
representative of any person described in (i) - (iii) above, but only to the
extent that such natural person is acting in such capacity.

"Primary Term" shall have the meaning set forth in Section 6.1.
"Renewal Date" means December 31, 2005.

2.2 Other Definitions. Capitalized terms used herein but not otherwise
defined in Section 2.1 shall have the meanings ascribed to them throughout this
Agreement.

III. DUTIES AND OBLIGATIONS OF EPEPC

3.1 Management Services. DII or any Affiliate or designee of DII shall
provide non-exclusive management and other related services to EPEPC, its
subsidiaries and the Partnership through EPEPC, which shall include, but shall
not be limited to, services related to acquisitions to be made by EPEPC, cash
management, review of significant operating and financial opportunities and such
other management services as the Parties may from time to time agree.

3.2 Chief Executive Officer. In order to provide the services set forth
in Section 3.1, DII shall provide to EPEPC the services of a Chief Executive
Officer who shall serve with EPEPC in that capacity. The individual to serve as
Chief Executive Officer of EPEPC shall be recommended by DII but shall be
subject to the approval of the Board of Directors of EPEPC.



3.3 Communications Services. DII will, or will cause the applicable El
Paso Group member to, provide Communications Services for the Partnership
Facilities, as necessary or appropriate to operate the Partnership Facilities in
the manner in which such facilities had been operated prior to the date of this
Agreement. All Communications Services will be provided in a good and
workmanlike manner, and in accordance with industry standards. DII will ensure
that the Partnership has the right to inspect all Communications Facilities on
reasonable (but no less than 24 hours) notice.

IV. COMPENSATION, EXPENSES AND PAYMENT

4.1 Fees. Prior to the date hereof, the annual compensation due DII
from EPEPC for services provided pursuant to this Agreement shall accrue in
accordance with the terms and conditions of the Existing Agreement. On and as of
the date hereof through the term of this Agreement, the annual compensation
(prorated for any portion of a month) due DII from EPEPC for services provided
pursuant to this Agreement shall be as follows:

(a) For costs associated with the Partnership's current
assets, a fee of $775,000 per month; and

(b) For additional costs associated with the assets acquired
in the Acquisition Transactions (including costs associated with
Communications Services), a fee of $833,333 per month.

EPEPC shall also promptly reimburse DII for (i) amounts actually paid by DII for
reasonable out-of-pocket expenditures to Persons other than the El Paso Group
and who are directly engaged to provide goods or services to the Partnership
Group, (ii) the value for the use of materials or equipment (other than in
connection with Communications Services, which costs are included in the fee
described in Section 4.1(b)) provided by the E1 Paso Group to the Partnership
Group (including, but not limited to, field equipment, vehicles and vessels) and
(iii) to the extent of the actual time expended directly in connection with
providing services to the Partnership Group, the corresponding portion of the
salaries, wages and employee benefit costs of employees (1) who work in the
field, (2) whose primary function is the direct supervision of employees who
work in the field or (3) who have special and specific engineering, geological
or other professional skills and whose primary function is addressing, resolving
and otherwise handling operating conditions and problems related to assets of
the Partnership Group. DII shall maintain time sheets and other appropriate
records to substantiate such costs and allocations thereof.

4.2 Payment of Fee. For purposes of accounting and periodic payment,
before the first day of each calendar month, DII shall present EPEPC with an
invoice which reflects an amount equal to all reimbursable amounts. EPEPC shall
pay such sum on or before the first day of that calendar month. On or before
September 1 of each calendar year, DII shall furnish a statement to EPEPC
detailing (i) payments made from EPEPC to DII for such Fiscal Year and (ii) any
adjustment balance due to/from DII. Within 15 days of the date of such
statement, EPEPC or DII, as applicable, shall remit the balance due.

4.3 Uncompensated Services. It is recognized by the Parties that DII
owns all of the issued and outstanding shares of common stock of EPEPC. It is
expressly acknowledged and



agreed by the Parties that the compensation to DII provided for in Section 4.1
is solely to compensate DII for services to be rendered by DII to EPEPC or on
EPEPC's behalf which are of direct benefit to EPEPC and such compensation is not
and shall not be related to DII's status as a shareholder of EPEPC.

V. ACCESS TO INFORMATION, BOOKS AND RECORDS

DII and its duly authorized representatives shall have complete access
to EPEPC's offices, facilities and records wherever located, in order to
discharge DII's responsibilities hereunder; provided, however, that EPEPC shall
provide and make available to DII and its duly authorized representatives at
DII's Houston offices, at DII's request, all such records required by DII to
perform its duties pursuant to this Agreement. All records and materials
furnished to DII by EPEPC in performance of this Agreement shall at all times
during the term of this Agreement remain the property of EPEPC.

VI. TERM AND TERMINATION OF THE AGREEMENT

6.1 Initial and Extended Term. This Agreement shall be in effect until
the Renewal Date (the "Primary Term") subject, however, to the terms of Section
6.2. At the end of the Primary Term, this Agreement shall continue in force and
effect for subsequent one-year periods unless terminated by either Party
pursuant to Section 6.2. 6.2 Termination. This Agreement may be sooner
terminated on the first to occur of the following:

(a) Termination by Mutual Agreement. If the Parties so
mutually agree in writing, this Agreement may be terminated on the
terms and dates stipulated therein.

(b) Optional Termination. Either Party may, 90 days prior to
the Renewal Date or any anniversary thereof, provide to the other Party
written notice of its intent to terminate this Agreement on such date,
whereupon this Agreement shall terminate on the date specified in such
notice.

(c) Uncorrected Material Breach. If either Party shall fail to
discharge any of its material obligations hereunder, or shall commit a
material breach of this Agreement, and such default or breach shall
continue for a period of 30 days after the other Party has served
notice of such default, this Agreement may then be terminated at the
option of the non-breaching Party by notice thereof to the breaching
Party.

6.3 Effects of Termination. Except for covenants or other provisions
herein that, by their terms, expressly extend beyond the term of this Agreement,
the Parties' obligations hereunder are limited to the term of this Agreement.

6.4 EPEPC's Remedies. If DII shall at any time owe or otherwise become
liable to EPEPC for any amount pursuant to the terms of this Agreement, in
addition to EPEPC's other rights hereunder, at law or in equity, EPEPC shall
have the right to offset any such amount against any amount held by EPEPC for
the account of DII and against any amount otherwise due or to become due to DII
from EPEPC.



VII. INDEMNIFICATION OF DII

EPEPC hereby agrees to indemnify and hold harmless DII from and against
any and all claims, courses of action, liabilities, damages, costs, charges,
fees, expenses (including reasonable attorneys' fees and expenses to be
reimbursed as incurred), suits, order, judgments, adjudications and losses of
whatever nature and kind which DII or its Affiliates or designees or for which
DII or its Affiliates or designees become liable as the result of the
performance of DII's obligations and duties pursuant to this Agreement;
provided, however, that EPEPC shall not be obligated to indemnify DII for any
claims, courses of action, liabilities, damages, costs, charges, fees, expenses
(including reasonable attorneys' fees and expenses to be reimbursed as
incurred), suits, order, judgments, adjudications and losses attributable to the
gross negligence or willful misconduct of DII or its Affiliates or
subcontractors.

VIII. OBLIGATIONS OF EPFS

EPFS executes this Agreement for the sole purpose of assuming all
obligations of DII hereunder and agrees to fully and timely perform and
discharge (including the payment of money) all obligations and liabilities of
DII now existing or hereafter arising under this Agreement and hereby agrees
that if DII shall fail (i) to pay any amount when and as the same shall be due
and payable by DII to EPEPC or (ii) timely to perform and discharge in full any
other obligation or liability in accordance with the terms of this Agreement,
EPFS will forthwith pay to EPEPC such amount or perform and discharge any such
obligation or liability, as the case may be, as such payment or performance and
discharge is required to be made or done by the DII pursuant to the terms of
this Agreement.

IX. MISCELLANEOUS

9.1 Relationship of Parties. This Agreement does not create a
partnership, joint venture or association; nor does this Agreement, or the
operations hereunder, create the relationship of lessor and lessee or bailor and
bailee. Nothing contained in this Agreement or in any agreement made pursuant
hereto shall ever be construed to create a partnership, joint venture or
association, or the relationship of lessor and lessee or bailor and bailee, or
to impose any duty, obligation or liability that would arise therefrom with
respect to either or both or the Parties. Specifically, but not by way of
limitation, except as otherwise expressly provided for herein, nothing contained
herein shall be construed as imposing any responsibility on DII for the debts or
obligations of EPEPC or any if its Affiliates. It is expressly understood that
DII is hereby engaged by EPEPC to provide management and operational services as
an agent of EPEPC. DII, its Affiliates and designees shall have the right to
render similar services for other business entities and persons, including its
own, whether or not engaged in the same business as EPEPC, and may enter into
such other business activities as DII and its Affiliates, in their sole
discretion, may determine.

9.2 No Third Party Beneficiaries. Except to the extent (i) that EPEPC
utilizes services provide hereunder by DII to perform its obligations as General
Partner to the Partnership in accordance with the terms of the Partnership
Agreement or (ii) a third party is expressly given rights herein, any agreement
herein contained, expressed or implied, shall be only for the benefit of the
Parties and their respective legal representatives, successors, and permitted
assigns, and



such agreements or assumption shall not inure to the benefit of any other party
whomsoever, it being the intention of the Parties that no person or entity shall
be deemed a third party beneficiary of this Agreement except to the extent a
third party is expressly given rights herein.

9.3 General Representations. Each Party represents and warrants that on
the date hereof: (i) it is a corporation, duly established, validly existing and
in good standing under the laws of its state or jurisdiction of incorporation,
with power and authority to carry on the business in which it is engaged and to
perform its respective obligations under this Agreement; (ii) the execution and
delivery of this Agreement have been duly authorized and approved by all
requisite corporate action; (iii) it has all the requisite corporate power and
authority to enter into this Agreement and to perform its obligations hereunder;
and (iv) the execution and delivery of this Agreement do not, and consummation
of the transactions contemplated herein shall not, violate any of the provisions
of its charter or bylaws or any applicable state or federal laws applicable to
it.

9.4 Notices. All notices, requests, demands, claims, and other
communications hereunder shall be in writing. Any notice, request, demand,
claim, or other communication hereunder shall be deemed duly given two business
days after it is sent by registered or certified mail, return receipt requested,
postage prepaid, and addressed to the intended recipient as set forth below:

If to DII, to: DeepTech International Inc.
Attention: President
E1l Paso Building
1001 Louisiana
Houston, Texas 77002
(713) 420-2600

If to EPEPC, to: E1l Paso Energy Partners Company
Attention: President
4 Greenway Plaza
Houston, Texas 77046
(713) 420-2131

If to EPFS, to: El Paso Field Services, L.P.
Attention: President
E1l Paso Building
1001 Louisiana
Houston, Texas 77002
(713) 420-2600

Any Party may send any notice, request, demand, claim, or other communication
hereunder to the intended recipient at the addresses set forth above using any
other means (including personal delivery, expedited courier, messenger service,
telecopy, ordinary mail, or electronic mail), but no such notice, request,
demand, claim, or other communication shall be deemed to have been duly given
unless and until it actually is received by the intended recipient. Any Party
may



change the address to which notices, requests, demands, claims, and other
communications hereunder are to be delivered by giving the other Party notice in
the manner herein set forth.

9.5 GOVERNING LAW. THIS AGREEMENT HAS BEEN EXECUTED AND DELIVERED AND
SHALL BE INTERPRETED, CONSTRUED, GOVERNED AND ENFORCED PURSUANT TO AND IN
ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS WITHOUT REGARD TO ANY CHOICE OR
CONFLICT OF LAW PRINCIPLES (WHETHER OF THE STATE OF TEXAS OR ANY OTHER
JURISDICTION) WHICH, IF APPLIED, MIGHT PERMIT OR REQUIRE THE APPLICATION OF THE
LAWS OF ANY JURISDICTION OTHER THAN THE STATE OF TEXAS.

9.6 Assignment. No assignment of this Agreement or any of the rights or
obligations set forth herein by either Party shall be valid without the specific
written consent of the other Party; provided, however, that DII shall have the
right to assign its rights and obligations under this Agreement to any Affiliate
without the consent of EPEPC, and any such Affiliate may reassign such rights
and obligations so long as such rights and obligations are not assigned to any
entity other than an Affiliate of DII.

9.7 Waiver of Breach. The waiver by either Party of a breach or
violation of any provision of this Agreement, whether intentional or not, shall
not operate as, or be construed to be, a waiver of any subsequent breach of the
same or any other provision hereof.

9.8 Additional Assurances. The provisions of this Agreement shall be
self-operative and shall not require further accord between the Parties except
as may herein specifically be provided to the contrary; provided, however, that
at the request of either Party, the other Party shall execute such additional
instruments and take such additional actions as shall be necessary to effectuate
this Agreement.

9.9 Severability. If any provision of this Agreement is held to be
unenforceable for any reason, such provision shall be severable from this
Agreement if it is capable of being identified with and apportioned to
reciprocal consideration or to the extent that it is a provision that is not
essential and the absence of which would not have prevented the Parties from
entering into this Agreement. The unenforceability of a provision that has been
performed shall not be grounds for invalidation of this Agreement under
circumstances in which the true controversy between the Parties does not involve
such provision.

9.10 Article and Section Headings. The article and section headings
contained in this Agreement are for reference purposes only and shall not affect
in any way the meaning of interpretation of this Agreement.

9.11 Amendments. No amendment of any provision of this Agreement shall
be valid unless the same shall be in writing and signed by each Party.

9.12 Entire Agreement. This Agreement (including the documents referred
to herein) supersedes all previous understandings, representations, contracts or
agreements, written, oral or otherwise, between the Parties and constitutes the
entire Agreement between the Parties with respect to the subject matter of this
Agreement, and no changes in or additions to this Agreement shall be recognized
unless incorporated herein by written amendment.



9.13 Construction. The Parties have participated jointly in the
negotiation and drafting of this Agreement. If an ambiguity or question of
intent or interpretation arises, this Agreement shall be construed as if drafted
jointly by the Parties and no presumption or burden of proof shall arise
favoring or disfavoring any Party by virtue of the authorship of any of the
provisions of this Agreement. Any reference to any federal, state, local, or
foreign statute or law shall be deemed also to refer to all rules and
regulations promulgated thereunder, unless the context requires otherwise. The
word "including" shall mean "including without limitation". All personal
pronouns used in this Agreement, whether used in the masculine, feminine or
neuter gender, shall include all other genders; the singular shall include the
plural, and vice versa. All references herein to Exhibits, Schedules, Articles,
Sections or subdivisions thereof shall refer to the corresponding Exhibits,
Schedules, Article, Section or subdivision thereof of this Agreement unless
specific reference is made to such exhibits, articles, sections or subdivisions
of another document or instrument. The terms "herein," "hereby," "hereunder,"
"hereof," "hereinafter," and other equivalent words refer to this Agreement in
its entirety and not solely to the particular portion of the Agreement in which
such word is used.

9.14 Counterparts. This Agreement may be executed in counterparts, each
of which shall be deemed an original but which together shall constitute one and
the same instrument.

Xk kkkk*k



IN WITNESS WHEREOF, the Parties have caused this Agreement to be
executed by their respective duly authorized representatives as of the day and
year first above written.

DII: DEEPTECH INTERNATIONAL INC.

By: /s/ D. Mark Leland

Senior Vice President and Controller

EPEPC: EL PASO ENERGY PARTNERS COMPANY

By: /s/ D. Mark Leland

Senior Vice President and Controller

EPFS: EL PASO FIELD SERVICES, L.P.

By: /s/ D. Mark Leland

Senior Vice President and Controller



EXHIBIT 10.N

Execution Version

PURCHASE, SALE AND MERGER AGREEMENT

By and Between

EL PASO TENNESSEE PIPELINE CO.
(Seller)

and

EL PASO ENERGY PARTNERS, L.P.
(Buyer)

Covering the Acquisition of

ALL OF THE EQUITY INTERESTS IN
(Acquired Company Equity Interests)

EL PASO TEXAS FIELD SERVICES, L.L.
EL PASO ENERGY INTRASTATE, L.P.
EL PASO OFFSHORE GATHERING & TRANSMISSION, L.L.C.
EPGT TEXAS PIPELINE, L.P.
EL PASO HUB SERVICES L.L.C.
EL PASO ENERGY WARWINK I COMPANY, L.L.C.
EL PASO ENERGY WARWINK II COMPANY, L.L.C. and
WARWINK GATHERING AND TREATING COMPANY
(Acquired Companies)

C.

April 1, 2002
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PURCHASE, SALE AND MERGER AGREEMENT

THIS PURCHASE, SALE AND MERGER AGREEMENT (this "Agreement") dated as of
April 1, 2002 is by and between E1 Paso Tennessee Pipeline Co., a Delaware
corporation (the "Seller"), and El Paso Energy Partners, L.P., a Delaware
limited partnership (the "Buyer"). The Seller and the Buyer are sometimes
referred to collectively herein as the "Parties" and individually as a "Party."

RECITALS

WHEREAS, the Seller owns all of the issued and outstanding membership
interest (the E1 Paso Texas Interest") in E1 Paso Texas Field Services L.L.C., a
Delaware limited liability company ("E1l Paso Texas"), which owns, among other
things, (i) the natural gas gathering and treating system generally known as the
Waha Gathering and Treating System and (ii) the natural gas gathering system
generally known as the Carlsbad Gathering System;

WHEREAS, El1 Paso Texas owns all of the issued and outstanding limited
partnership interest (the "E1l Paso Intrastate LP Interest") in E1l Paso Energy
Intrastate, L.P., a Delaware limited partnership ("El1 Paso Intrastate"), which
owns, among other assets, a 50% undivided interest in the natural gas gathering
system and related facilities and assets generally known as the Channel Pipeline
System;

WHEREAS, El1 Paso Texas owns all of the issued and outstanding
membership interest (the "E1 Paso Offshore Interest") in E1l Paso Offshore
Gathering & Transmission, L.L.C., a Delaware limited liability company ("El Paso
Offshore"), which owns, among other assets, (i) the natural gas gathering system
generally known as the TPC Offshore System and (ii) the facilities generally
known as the Oyster Lake and MILSP Condensate Separation and Stabilization
facilities;

WHEREAS, E1 Paso Texas owns a 1.93% limited partnership interest (the
"EPGT 2% LP Interest") in EPGT Texas Pipeline, L.P., a Delaware limited
partnership ("EPGT"), which owns, among other assets, (i) the natural gas
lateral pipelines generally known as the TGP Laterals, (ii) the natural gas
gathering and transmission system generally known as the GTT Transmission
System, (iii) the leased natural gas storage facility generally known as the
Wilson Storage facility, (iv) a 80% undivided interest in the East Texas 36"
pipeline, (v) a 50% undivided interest in the West Texas 30" Pipeline, (vi) a
50% undivided interest in the North Texas 36" Pipeline, (vii) the natural gas
gathering system generally known as the McMullen County gathering system, (viii)
the natural gas gathering system generally known as the Hidalgo County Gathering
System, (ix) a 22% undivided interest in the Bethel-Howard pipeline; and (x) a
75% undivided interest in the Longhorn pipeline;

WHEREAS, E1 Paso Texas owns all of the issued and outstanding
membership interest (collectively, the "Warwink Interests") in each of El1 Paso
Energy Warwink I Company, L.L.C., a Delaware limited liability company ("Warwink
I"), and E1 Paso Energy Warwink Company II, L.L.C., a Delaware limited liability
company ("Warwink II"), which collectively own 100% of the outstanding joint
venture interest (collectively, the "Warwink Gathering Interest") in



Warwink Gathering and Treating Company, a Texas joint venture ("Warwink
Gathering and Treating"), which owns, among other assets, the natural gas
gathering system generally known as the Warwink Gathering System;

WHEREAS, the Seller owns, directly or indirectly, all of the issued and
outstanding equity interests in (i) El1 Paso Field Services Management, Inc., a
Delaware corporation ("EPFS Management"), which owns (a) a 1% general partner
interest (the "El Paso Intrastate GP Interest") in El Paso Intrastate and (b) a
1% general partner interest (the "EPGT GP Interest") in EPGT, and (ii) El Paso
Transmission, L.L.C., a Delaware limited liability company ("E1l Paso
Transmission"), which owns (a) a 97.07% limited partner interest (the "EPGT 97%
LP Interest" and, collectively with the EPGT 2% LP Interest, the "EPGT LP
Interest") in EPGT and (b) all of the issued and outstanding membership interest
(the "E1 Paso Hub Services Interest") in E1 Paso Hub Services, L.L.C., a
Delaware limited liability company ("El Paso Hub Services"), which owns certain
contract rights and certain parcels of real property;

WHEREAS, the Buyer, directly or indirectly, owns all of the issued and
outstanding membership interest in Argo, L.L.C., a Delaware limited liability
company ("Argo"), which owns or shall own at Closing (i) the offshore platform
generally known as the Prince TLP and related rights and facilities associated
therewith and (ii) a 9.2% overriding royalty interest in the Prince Field
located offshore Texas in the Gulf of Mexico; and

WHEREAS, this Agreement contemplates a series of transactions in which
(i) (a) the Seller shall sell, or cause to be sold, through the sale of equity
interests to the Buyer, the Assigned Equity Interests (defined herein), (b) the
Seller shall cause E1 Paso Texas to be merged into and with a subsidiary of the
Buyer, and (c) as a result of (a) and (b), the Buyer shall acquire indirect
ownership of the Acquired Company Assets (defined herein), and (ii) the Buyer
shall pay consideration of $625 million for such sales, consisting of $435
million in cash and $190 million represented by the assignment of Argo's assets
to an affiliate of the Seller.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual
promises herein made, and in consideration of the representations, warranties,
and covenants herein contained, the Parties agree as follows:

1. Definitions.

"Acquired Companies" means E1l Paso Texas, El Paso Intrastate, El Paso
Offshore, EPGT, El Paso Hub Services, Warwink I, Warwink II, Warwink Gathering
and Treating and MIAGS.

"Acquired Company Assets" means, excluding the Disposed Assets, the El
Paso Texas Assets, the E1l Paso Intrastate Assets, the El Paso Offshore Assets,
the EPGT Assets, the E1l Paso Hub Services Assets, the Warwink Assets and the
MIAGS Assets.

"Acquired Company Contracts" has the meaning set forth in Section 4(g).



"Acquired Company Equity Interests" means the El Paso Texas Interest,
the E1 Paso Intrastate LP Interest, the El Paso Intrastate GP Interest, the El
Paso Offshore Interest, the EPGT LP Interest, the EPGT GP Interest, the Warwink
Interests, the Warwink Gathering Interest, the E1 Paso Hub Services Interest and
the MIAGS Interest, all of which are being acquired by the Buyer pursuant to
this Agreement through either (i) the Assigned Equity Interests Assignment or
(ii) the Merger.

"Administrative Agent" means JPMorgan Chase Bank, in its capacity as
administrative agent under the credit agreement to be entered into among a
subsidiary of the Buyer, the Administrative Agent and the lenders party thereto.

"Adverse Consequences" means all actions, suits, proceedings, hearings,
investigations, charges, complaints, claims, demands, injunctions, judgments,
orders, decrees, rulings, damages, dues, penalties, fines, costs, amounts paid
in settlement, liabilities, obligations, Taxes, liens, losses, expenses, and
fees, including court costs and attorneys' fees and expenses, but excluding
punitive (except as provided in Section 8), exemplary, special or consequential
damages.

"Adverse Contribution Agreement Event" has the meaning given such term
in the Contribution Agreement.

"Adverse Event" means any Adverse PSA Event and any Adverse
Contribution Agreement Event.

"Adverse PSA Event" means any breach of any representation or warranty
(without giving effect to any supplement to the Schedules, any qualification as
to materiality, Material Adverse Effect, knowledge, awareness or concepts of
similar import, or any qualification or limitation as to monetary amount or
value) of the Seller contained in this Agreement (other than a representation or
warranty contained in Section 4(c)(iii) or 4(f)).

"Affiliate" has the meaning set forth in Rule 12b-2 of the regulations
promulgated under the Securities Exchange Act; provided, however, that (i) with
respect to the Buyer, the term "Affiliate" shall exclude each member of the El1
Paso Group, (ii) with respect to the Seller, the term "Affiliate" shall exclude
each member of the Buyer Group and (iii) the Acquired Companies shall be deemed
to be Affiliates (x) prior to the Closing, of the Seller and (y) on and after
the Closing, of the Buyer.

"Agreement" has the meaning set forth in the preface.

"Argo" has the meaning set forth in the Recitals.

"Assigned Equity Interests" means the El Paso Intrastate GP Interest,
the EPGT GP Interest, the El Paso Hub Services Interest and the EPGT 97%LP

Interest.

"Assigned Equity Interests Assignment" means the assignment in the form
of Exhibit D.



"Basis" means any past or current fact, situation, circumstance,
status, condition, activity, practice, plan, occurrence, event, incident,
action, failure to act, or transaction about which the relevant Person has
Knowledge that forms or could form the basis for any specified consequence.

"Best Efforts" means the efforts, time, and costs that a prudent Person
desirous of achieving a result would use, expend, or incur in similar
circumstances to ensure that such result is achieved as expeditiously as
possible; provided, however, that no such use, expenditure, or incurrence shall
be required if it could reasonably be expected to have an adverse effect on such
Person and would require an expense of such Person in excess of $1,000,000.

"Buyer" has the meaning set forth in the preface.

"Buyer Group" means (i) the General Partner, (ii) the Buyer, (iii) each
Affiliate of the Buyer in which the Buyer owns (directly or indirectly) an
Equity Interest and (iv) each natural person that is an Affiliate of any Person
described in (i) - (iii) above solely because of such natural person's position
as an officer (or natural person performing similar functions), director (or
natural person performing similar functions) or other representative of any
Person described in (i) - (iii) above, but only to the extent that such natural
person is acting in such capacity.

"Buyer Indemnitees" means, collectively, the Buyer and its Affiliates
and each of their respective officers (or natural persons performing similar
functions), directors (or natural persons performing similar functions),
employees, agents and representatives to the extent acting in such capacity.

"Buyer Party" means each of (i) the Buyer, (ii) Argo I, (iii) each
Affiliate of the Buyer in which the Buyer owns (directly or indirectly) an
Equity Interest and which is a party to any Transaction Agreement and (iv)
immediately after the Closing, each of the Acquired Companies.

"CERCLA" has the meaning set forth in Section 4(1i).

"Certificate of Merger" means a certificate of merger in the form
attached to the Merger Agreement.

"Channel" means the cotenancy created and evidenced by A/S Pipeline
Ownership Agreement between Channel Industries Gas Company and Houston Pipe Line
Company dated January 1, 1997 (as amended, restated, supplemented and otherwise
modified from time to time).

"Channel Rupture" means the rupture of the Channel pipeline on December
4, 2000.

"Closing" has the meaning set forth in Section 2(d).
"Closing Date" has the meaning set forth in Section 2(d).
"Closing Statement" has the meaning set forth in Section 2(f)(1).

"Code" means the Internal Revenue Code of 1986, as amended, or any
successor Law.



"Combined Value" means the sum of (i) the Purchase Price plus (ii) the
Issue Price, as such term is defined in the Contribution Agreement plus (iii)
$119 million.

"Commitment" means (a) options, warrants, convertible securities,
exchangeable securities, subscription rights, conversion rights, exchange rights
or other contracts that could require a Person to issue any of its Equity
Interests or to sell any Equity Interest it owns in another Person; (b) any
other securities convertible into, exchangeable or exercisable for, or
representing the right to subscribe for any Equity Interest of a Person or owned
by a Person; (c) statutory pre-emptive rights or pre-emptive rights granted
under a Person's Organizational Documents; and (d) stock appreciation rights,
phantom stock, profit participation, or other similar rights with respect to a
Person.

"Contribution Agreement" means the Contribution Agreement dated the
date of this Agreement between EPFS Holding and the Buyer.

"Cotenancy Assets" means 100% of all of the assets listed on Exhibit A,
and any organizational, ownership or operational documents related thereto.

"Cotenancy Interests" means the Acquired Companies' interests in the
Cotenancy Assets.

"Delaware LLC Act" means the Delaware Limited Liability Company Act as
in effect on the date of this Agreement and as amended, restated or replaced
from time to time thereafter.

"Delaware LP Act" means the Delaware Revised Uniform Limited
Partnership Act as in effect on the date of this Agreement and as amended,
restated or replaced from time to time thereafter.

"Disposed Assets" means all of the assets listed on Exhibit C.

"Disposed Obligations" means all Obligations, regardless of when such
Obligations actually arise or arose, (i) associated with, arising out of, or
related to the ownership or operation of the Disposed Assets or (ii) other than
those Obligations explicitly set forth on Schedule 4(k)(ii), existing on the
Closing Date and not directly related to the Acquired Company Assets.

"El Paso Corporation" means El Paso Corporation, a Delaware
corporation.

"El Paso Group" means, other than members of the Buyer Group, (i) each
Affiliate of E1l Paso Corporation in which El1 Paso Corporation owns (directly or
indirectly) an Equity Interest and (ii) each natural person that is an Affiliate
of any Person described in (i) above solely because of such natural person's
position as an officer (or natural person performing similar functions),
director (or natural person performing similar functions) or other
representative of any Person described in (i) above, but only to the extent that
such natural person is acting in such capacity.

"El Paso Hub Services" has the meaning set forth in the Recitals.



"E1l Paso Hub Services Assets" means all assets of El Paso Hub Services,
including any applicable Cotenancy Interests.

"E1l Paso Hub Services Interest" has the meaning set forth in the
Recitals.

"El Paso Intrastate" has the meaning set forth in the Recitals.

"E1l Paso Intrastate Assets" means all assets of E1l Paso Intrastate,
including any applicable Cotenancy Interests.

"E1l Paso Intrastate GP Interest" has the meaning set forth in the
Recitals.

"El Paso Intrastate LP Interest" has the meaning set forth in the
Recitals.

"El Paso Offshore" has the meaning set forth in the Recitals.

"E1l Paso Offshore Assets" means all assets of El Paso Offshore,
including any applicable Cotenancy Interests.

"E1l Paso Offshore Interest" has the meaning set forth in the Recitals.

"E1l Paso Production" means El Paso Production GOM, Inc., a Delaware
corporation.

"El Paso Texas" has the meaning set forth in the Recitals.

"E1l Paso Texas Assets" means all assets of E1l Paso Texas, including any
applicable Cotenancy Interests.

"El Paso Texas Interest" has the meaning set forth in the Recitals.

"El Paso Transmission" has the meaning set forth in the Recitals.

"Encumbrance" means any mortgage, pledge, lien, encumbrance, charge,
security interest, purchase or preferential right, right of first refusal,

option or other defect in title.

"Environmental Law" and "Environmental Laws" have the meanings set
forth in Section 4(1i).

"EPFS Holding" means E1l Paso Field Services Holding Company, a Delaware
corporation.

"EPFS Management" has the meaning set forth in the Recitals.
"EPGT" has the meaning set forth in the Recitals.
"EPGT 2% LP Interest" has the meaning set forth in the Recitals.

"EPGT 97% LP Interest" has the meaning set forth in the Recitals.



"EPGT Assets" means all assets of EPGT, including any applicable
Cotenancy Interests.

"EPGT GP Interest" has the meaning set forth in the Recitals.
"EPGT LP Interest" has the meaning set forth in the Recitals.

"Equity Interest" means (a) with respect to a corporation, any and all
shares of capital stock and any Commitments with respect thereto, (b) with
respect to a partnership, limited liability company, trust or similar Person,
any and all units, interests or other partnership, limited liability company,
trust or similar interests, and any Commitments with respect thereto, and (c)
any other direct equity ownership or participation in a Person.

"Exchange Agreement" has the meaning set forth in Section 9(p).

"Financial Statement Assets" means the Acquired Company Assets and the
Indian Basin Cotenancy Interest (as such term is defined in the Contribution
Agreement).

"Financial Statement Entities" means the Acquired Companies, El Paso
Indian Basin L.P., a Delaware limited partnership, and E1l Paso Indian Basin GP
Holding L.L.C., a Delaware limited liability company.

"Financial Statements" has the meaning set forth in Section 4(k).
"FTC" has the meaning set forth in Section 3(a)(ii).

"GAAP" means accounting principles generally accepted in the United
States consistently applied.

"General Partner" means El1 Paso Energy Partners Company, a Delaware
corporation and the general partner of the Buyer.

"Governmental Authority" means the United States or any agency thereof
and any state, county, city or other political subdivision, agency, court or
instrumentality.

"Hazardous Substances" means all materials, substances, chemicals, gas
and wastes which are regulated under any Environmental Law or which may form the
basis for liability under any Environmental Law.

"Indebtedness" means, with respect to any Person, to the extent not
classified as a current liability, on a consolidated basis, all Obligations of
the Person to other Persons for (a) borrowed money, (b) any capital lease
Obligation, (c) any Obligation (whether fixed or contingent) to reimburse any
bank or other Person in respect of amounts paid or payable under a standby
letter of credit, (d) any guarantee with respect to indebtedness (of the kind
otherwise described in this definition) of any Person and (e) any liability,
indebtedness or other Obligation of the Person.

"Indemnified Party" has the meaning set forth in Section 8(d).

"Indemnifying Party" has the meaning set forth in Section 8(d).



"Knowledge": an individual shall be deemed to have "Knowledge" of a
particular fact or other matter if such individual is consciously aware of such
fact or other matter at the time of determination. A Person other than a natural
person shall be deemed to have "Knowledge" of a particular fact or other matter
if (i) any natural person who is serving as a director, executive officer,
partner, member, executor, or trustee of such Person (or in any similar
capacity) or (ii) any employee (or any natural person serving in a similar
capacity) who is charged with the ultimate responsibility for a particular area
of such Person's operations (e.g., the manager of the environmental section with
respect to knowledge of environmental matters), at the time of determination
had, Knowledge of such fact or other matter.

"Law" means any statute, code, regulation, rule, injunction, judgment,
order, decree, ruling, charge, or other restriction of any applicable
Governmental Authority.

"Legal Right" means the legal authority and right (without risk of
liability, criminal, civil or otherwise), such that the contemplated conduct
would not, to the extent arising from, related to or in any way connected with
any Acquired Company or Cotenancy Asset (including under any Organizational
Documents thereof or any contract, agreement or arrangement related thereto)
constitute a violation, termination or breach of, or require any payment under,
or cause or permit any termination under, any contract or agreement;
arrangement; applicable Law; fiduciary, quasi-fiduciary or similar duty; or any
other obligation of or by any Acquired Company or Cotenancy Asset.

"Material Adverse Effect" means any change or effect relating to the
Acquired Company Equity Interests, the Acquired Company Assets or the
businesses, operations (financial or otherwise) and properties of the Acquired
Companies or the Acquired Company Assets taken as a whole, that, individually or
in the aggregate with other changes or effects, materially and adversely effects
the value of the Acquired Company Equity Interests, provided that in determining
whether a Material Adverse Effect has occurred, changes or effects relating to
(i) the natural gas pipeline, treating and processing industry generally
(including the price of natural gas and the costs associated with the drilling
and/or production of natural gas), (ii) United States or global economic
conditions or financial markets in general, or (iii) the transactions
contemplated by this Agreement, shall not be considered.

"Merger" means the merger of El Paso Texas with and into a subsidiary
of the Buyer as contemplated hereby.

"Merger Agreement" means a merger agreement in the form of Exhibit E.

"MIAGS" means Matagorda Island Area Gathering System, a Texas joint
venture.

"MIAGS Assets" means all of the assets of MIAGS.
"MIAGS Interest" means a 84% joint venture interest in MIAGS.
"Non-Operated Cotenancies" means those Cotenancy Assets for which

Schedule 4(c)(vi) indicates that the Seller or its Affiliate is not the
operator.



"Obligations" means duties, liabilities and obligations, whether
vested, absolute or contingent, known or unknown, asserted or unasserted,
accrued or unaccrued, liquidated or unliquidated, due or to become due, and
whether contractual, statutory or otherwise.

"Operated Cotenancies" means those Cotenancy Assets other than the
Non-Operated Cotenancies.

"Ordinary Course of Business" means the ordinary course of business
consistent with the applicable Person's past custom and practice (including with
respect to quantity and frequency).

"Organizational Documents" means the articles of incorporation,
certificate of incorporation, charter, bylaws, articles or certificate of
formation, regulations, operating agreement, certificate of limited partnership,
partnership agreement, and all other similar documents, instruments or
certificates executed, adopted, or filed in connection with the creation,
formation, or organization of a Person, including any amendments thereto.

"Parent Guaranty" means the performance guaranty in the form of Exhibit

"Party" and "Parties" have the meanings set forth in the preface.

"Permitted Encumbrances" means any of the following: (i) any liens for
Taxes and assessments not yet delinquent or, if delinquent, that are being
contested in good faith in the Ordinary Course of Business, provided that
adequate reserve accounts have been established in accordance with GAAP; (ii)
inchoate, mechanic's, materialmen's, and similar liens; (iii) any inchoate liens
or other Encumbrances created pursuant to (1) any operating, farmout,
construction, operation and maintenance, co-owners, cotenancy, lease or similar
agreements listed on Schedule 1(b) for which amounts are not due or (2) the
Organizational Documents of any of the Acquired Companies or Cotenancy Assets
for which amounts are not due; and (iv) easements, rights-of-way, restrictions
and other similar encumbrances incurred in the Ordinary Course of Business
which, in the aggregate, are not substantial in amount and which do not in any
case materially detract from the value of the property subject thereto as it is
currently being used or materially interfere with the ordinary conduct of the
business.

"Person" means an individual or entity, including any partnership,
corporation, association, joint stock company, trust, joint venture, limited
liability company, unincorporated organization, or Governmental Authority (or
any department, agency or political subdivision thereof).

"Pipeline Integrity Costs" means all expenses, fees, liabilities and
other costs arising from, connected with or otherwise relating to implementing
and completing the Pipeline Integrity Program to the extent relating to any
pipelines constituting part of the Acquired Company Assets (other than the
leased 01d Ocean Pipeline) or the Operated Cotenancies, including costs
associated with direct assessment of pipelines, in-line inspections, pressure
tests, increased inspections and remediation of defects, as well as the
allocable portion of salaries, overhead and any charged management fee (but does
not include routine operating and maintenance costs).



"Pipeline Integrity Program" means the pipeline integrity management
plan filed by E1 Paso Corporation with the Texas Railroad Commission, as in
effect and on record as of the date hereof, and as revised from time to time to
the extent that the Buyer and El Paso Corporation mutually consent to the
revisions (which consent shall not be unreasonably withheld or delayed).

"Post-Closing Tax Period" means any Tax period beginning after the
Closing Date.

"Post-Closing Tax Return" means any Tax Return that is required to be
filed for any of the Acquired Companies with respect to a Post-Closing Tax
Period.

"Pre-Closing Tax Period" means any Tax periods or portions thereof
ending on or before the Closing Date.

"Pre-Closing Tax Return" means any Tax Return that is required to be
filed for any Acquired Company with respect to a Pre-Closing Tax Period.

"Preferential Rights" has the meaning set forth in Section 4(j).

"Prime Rate" means the prime rate reported in the Wall Street Journal
at the time such rate must be determined under the terms of this Agreement.

"Prince PSA" means the purchase and sale agreement in the form of
Exhibit H.

"Prince Side Letter" means an agreement in the form of Exhibit J.

"Proposed Closing Statement" has the meaning set forth in Section

2(f)(1).

"Purchase Price" means $625 million plus (i) the amount, if any, by
which the total of the Purchase Price Increases exceeds the total of the
Purchase Price Decreases, or minus (ii) the amount, if any, by which the total
of the Purchase Price Decreases exceeds the total of the Purchase Price
Increases.

"Purchase Price Adjustment Date" means immediately after the close of
business on March 31, 2002.

"Purchase Price Decreases" means, without duplication, the following:
(i) 100% of the amount, if any, of negative Working Capital of the Acquired
Companies as of the Purchase Price Adjustment Date, as determined and calculated
in accordance with GAAP, and (ii) 100% of the amount, if any, of all of the
consolidated Indebtedness (other than Indebtedness otherwise included in Working
Capital and the $24 million Indebtedness associated with the mercury meter
reserve) of the Acquired Companies as of the Purchase Price Adjustment Date.

"Purchase Price Increases" means, without duplication, 100% of the
amount, if any, of positive Working Capital of the Acquired Companies as of the
Purchase Price Adjustment Date, as determined and calculated in accordance with
GAAP.

"Records" has the meaning set forth in Section 6(d).
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"Relevant Assets" means the Acquired Company Assets, the Disposed
Assets and the Cotenancy Assets.

"Reorganization Transactions" means the transactions described on
Schedule 1(c).

"Rights of Way" has the meaning set forth in Section 4(g).

"Securities Act" means the Securities Act of 1933, as amended from time
to time.

"Securities Exchange Act" means the Securities Exchange Act of 1934, as
amended from time to time.

"Seller" has the meaning set forth in the preface.

"Seller Indemnitees" means, collectively, the Seller and its Affiliates
and each of their respective officers (or Persons performing similar functions),
directors (or Persons performing similar functions), employees, agents, and
representatives.

"Seller Party" means each of (i) the Seller, (ii) E1l Paso Corporation,
EPFS Management, EPFS Holding, El1 Paso Transmission, (iii) each Affiliate of the
Seller in which the Seller owns (directly or indirectly) an Equity Interest and
which is a party to any Transaction Agreement and (iv) up to and through the
Closing, each of the Acquired Companies.

"Straddle Period" means a Tax period or year commencing before and
ending after the Closing Date.

"Straddle Return" means a Tax Return for a Straddle Period.

"Subject Insurance Policies" means those material policies of
insurance, the current policies of which are listed on Schedule 1(a), which the
Seller or any of its Affiliates maintain covering any Acquired Company Assets,
any Acquired Company or any Cotenancy Asset with respect to its assets and
operations.

"Tax" or "Taxes" means any federal, state, local, or foreign income,
gross receipts, license, payroll, employment, excise, severance, stamp,
occupation, premium, windfall profits, environmental (including taxes under Code
Section 59A), custom duties, capital stock, franchise, profits, withholding,
social security (or similar excises), unemployment, disability, ad valorem, real
property, personal property, sales, use, transfer, registration, value added,
alternative or add-on minimum, estimated, or other tax of any kind whatsoever,
including any interest, penalty or addition thereto, whether disputed or not.

"Tax Records" means all Tax Returns and Tax-related work papers
relating to any Acquired Company.

"Tax Return" means any return, declaration, report, claim for refund,

or information return or statement relating to Taxes, including any schedule or
attachment thereto, and including any amendment thereof.
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"Third Party Claim" has the meaning set forth in Section 8(d).

"Transaction Agreements" means this Agreement, the Merger Agreement,
the Assigned Equity Interests Assignment, the Prince PSA, the Parent Guaranty,
the Contribution Agreement, the Exchange Agreement (if applicable) and all other
agreements, documents, certificates or instruments executed and delivered in
connection with the transactions contemplated herein.

"Warwink Gathering and Treating" has the meaning set forth in the
Recitals.

"Warwink Gathering Interest" has the meaning set forth in the Recitals.
"Warwink I" has the meaning set forth in the Recitals.

"Warwink II" has the meaning set forth in the Recitals.

"Warwink Interests" has the meaning set forth in the Recitals.

"Warwink Assets" means all assets of Warwink I, Warwink II and Warwink
Gathering and Treating, including any applicable Cotenancy Interests.

"Working Capital" means current assets less current liabilities.
2. The Transactions.

(a) Sale of Assigned Equity Interests. Subject to the terms and
conditions of this Agreement, the Seller agrees to cause EPFS Management and El
Paso Transmission to sell to the Buyer (or its designee), and the Buyer agrees
to purchase (or cause its designee to purchase) from the Seller, the Assigned
Equity Interests, free and clear of any Encumbrances.

(b) The Merger. Subject to the terms and conditions of this Agreement,
the Parties agree to cause El Paso Texas to merge with and into a subsidiary of
the Buyer in accordance with the Delaware LLC Act. Following the Merger, the
separate limited liability company existence of El1 Paso Texas shall cease and
the applicable subsidiary of the Buyer shall continue as the surviving company
and shall succeed to and assume all the rights and obligations of El Paso Texas
in accordance with the Delaware LLC Act. The Merger shall have the effects set
forth in Section 28-109 of the Delaware LLC Act and, if applicable, the Delaware
LP Act.

(c) Consideration. In consideration for the assignment of the Assigned
Company Equity Interests and the Merger (which together shall vest in the Buyer
record or beneficial ownership of 100% of the Acquired Company Equity Interests
and the Acquired Company Assets (other than the MIAGS Assets, in which the Buyer
would acquire beneficial ownership of 83%), including the Cotenancy Interests),
the Buyer agrees to pay the Purchase Price to the Seller as follows:

(i) Payment of $190 million of the Purchase Price in the form
of property by causing the execution and delivery by Argo of the Prince
PSA and the assignment of all of Argo's assets contemplated thereby;
and
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(ii) Payment of the remainder of the Purchase Price in cash by
wire transfer of immediately available funds. All payments with respect
to the cash portion of the Purchase Price shall be made to the Seller,
and the Seller shall be responsible for allocating and distributing
such payments among any applicable Seller Parties.

(d) The Closing. The closing of the transactions contemplated by this
Agreement (the "Closing") shall take place at the offices of the Seller,
commencing at 10:00 a.m., local time, on the last business day of the month in
which the satisfaction or waiver of all conditions to the obligations of the
Parties to consummate the transactions contemplated hereby has occurred (other
than conditions with respect to actions each Party shall take at the Closing
itself) or such other date as the Parties may mutually determine (the "Closing
Date").

(e) Deliveries at the Closing. At the Closing, (i) the Seller shall
deliver to the Buyer the various certificates, instruments, and documents
referred to in Sections 7(a) and 9(o); (ii) the Buyer shall deliver to the
Seller the various certificates, instruments, and documents referred to in
Section 7(b); (iii) the Seller shall cause EPFS Management and El1 Paso
Transmission to execute and deliver the Assigned Equity Interests Assignment;
(iv) the Seller shall cause E1l Paso Corporation to execute and deliver to the
Buyer the Parent Guaranty; (v) the Buyer shall execute and deliver to the
Seller, and the Seller shall cause El1 Paso Production to execute and deliver to
the Buyer, the Prince PSA; (vi) the Buyer shall, and the Seller shall cause El
Paso Production to, execute and deliver the Prince Side Letter; (vii) the Buyer
shall deliver to the Seller the estimated Purchase Price as set forth on the
Proposed Closing Statement; (viii) the Seller shall cause El Paso Texas, and the
Buyer shall cause one of its subsidiaries, to execute and deliver the Merger
Agreement; (ix) the Parties shall execute and cause the Certificate of Merger to
be filed with the Delaware Secretary of State; and (x) the Parties shall execute
and/or deliver, or cause to be executed and/or delivered, each other Transaction
Agreement (including the Exchange Agreement, if applicable).

(f) Proposed Closing Statement and Post-Closing Adjustment.

(i) On or prior to the Closing Date, the Seller shall cause to
be prepared and delivered to the Buyer a statement (the "Proposed
Closing Statement"), as prepared and determined in accordance with GAAP
to the extent applicable, setting forth the Seller's good faith
estimate, including reasonable detail, of the Purchase Price. As soon
as practicable, but in any event no later than 60 days following the
Closing Date, the Seller shall cause to be prepared and delivered to
the Buyer a statement, including reasonable detail, of the actual
Purchase Price (such statement, as it may be adjusted pursuant to
Section 2(f)(ii), the "Closing Statement").

(ii) Upon receipt of the Closing Statement, the Buyer and the
Buyer's independent accountants shall be permitted during the
succeeding 30-day period to examine the work papers used or generated
in connection with the preparation of the Closing Statement and such
other documents as the Buyer may reasonably request in connection with
its review of the Closing Statement. Within 30 days of
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receipt of the Closing Statement, the Buyer shall deliver to the Seller
a written statement describing in reasonable detail its objections (if
any) to any amounts or items set forth on the Closing Statement. If the
Buyer does not raise objections within such period, then, the Closing
Statement shall become final and binding upon all Parties at the end of
such period. If the Buyer raises objections, the Parties shall
negotiate in good faith to resolve any such objections. If the Parties
are unable to resolve any disputed item within 60 days after the
Buyer's receipt of the Closing Statement, any such disputed item shall
be submitted to a nationally recognized independent accounting firm
mutually agreeable to the Parties who shall be instructed to resolve
such disputed item within 30 days. The resolution of disputes by the
accounting firm so selected shall be set forth in writing and shall be
conclusive, binding and non-appealable upon the Parties and the Closing
Statement shall become final and binding upon the date of such
resolution. The fees and expenses of such accounting firm shall be paid
one-half by the Buyer and one-half by the Seller.

(iii) If the Purchase Price as set forth on the Closing
Statement exceeds the estimated Purchase Price as set forth on the
Proposed Closing Statement, the Buyer shall pay the Seller the amount
of such excess. If the estimated Purchase Price as set forth on the
Proposed Closing Statement exceeds the Purchase Price as set forth on
the Closing Statement, the Seller shall pay to the Buyer (or its
designee) the amount of such excess. After giving effect to the
foregoing adjustments, any amount to be paid by the Buyer to the
Seller, or to be paid by the Seller to the Buyer, as the case may be,
shall be paid in the manner and with interest as provided in Section
2(f)(iv) at a mutually convenient time and place within five business
days after the later of acceptance of the Closing Statement or the
resolution of the Buyer's objections thereto pursuant to Section
2(f)(ii).

(iv) Any payments pursuant to this Section 2(f) shall be made
by causing such payments to be credited in immediately available funds
to such account or accounts of the Buyer or the Seller, as the case may
be, as may be designated by the Buyer or the Seller, as the case may
be. If payment is being made after the fifth business day referred to
in Section 2(f)(iii), the amount of the payment to be made pursuant to
this Section 2(f) shall bear interest from and including such fifth
business day to, but excluding, the date of payment at a rate per annum
equal to the Prime Rate plus two percent. Such interest shall be
payable at the same time as the payment to which it relates and shall
be calculated on the basis of a year of 365 days and the actual number
of days for which due.

(v) The Buyer shall cooperate in the preparation of the
Closing Statement, including providing customary certifications to the
Seller, and, if requested, to the Seller's independent accountants or
the accounting firm selected by mutual agreement of the Parties
pursuant to Section 2(f)(ii).
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(vi) Except as set forth in Section 2(f)(ii), each Party shall
bear its own expenses incurred in connection with the preparation and
review of the Closing Statement.

3. Representations and Warranties Concerning the Transaction.

(a) Representations and Warranties of the Seller. The Seller hereby
represents and warrants to the Buyer as follows (provided, however, that any
representation or warranty given in this Section 3(a) with respect to the
Non-Operated Cotenancies shall be deemed to be made to the Seller's Knowledge):

(i) Oorganization and Good Standing. The Seller is an entity
duly organized, validly existing, and in good standing under the Laws
of the state of Delaware. The Seller is in good standing under the Laws
of the state of Texas and each other jurisdiction which requires such
gqualification, except where the lack of such qualification would not
have a Material Adverse Effect.

(ii) Authorization of Transaction. Each Seller Party has full
power and authority (including full entity power and authority) to
execute and deliver each Transaction Agreement to which such Seller
Party is a party and to perform its obligations thereunder. Each
Transaction Agreement to which any Seller Party is a party constitutes
the valid and legally binding obligation of such Seller Party,
enforceable against such Seller Party in accordance with its terms and
conditions, subject, however, to the effects of bankruptcy, insolvency,
reorganization, moratorium or similar Laws affecting creditors' rights
generally, and to general principles of equity (regardless of whether
such enforceability is considered in a proceeding in equity or at law).
Except as set forth on Schedule 3(a)(ii), no Seller Party need give any
notice to, make any filing with, or obtain any authorization, consent,
or approval of any Governmental Authority or any other Person in order
to consummate the transactions contemplated by this Agreement or any
other Transaction Agreement to which such Seller Party is a party,
except for the prior approval of the Federal Trade Commission ("FTC"),
if applicable.

(iii) Noncontravention. Except for prior approval of the FTC
(if applicable) and filings specified in Schedule 3(a)(ii) or as set
forth in Schedule 3(a)(iii), neither the execution and delivery of any
Transaction Agreement, nor the consummation of any of the transactions
contemplated thereby, shall (A) violate any statute, regulation, rule,
injunction, judgment, order, decree, ruling, charge, or other
restriction of any Governmental Authority to which any Seller Party is
subject or any provision of its Organizational Documents or (B)
conflict with, result in a breach of, constitute a default under,
result in the acceleration of, create in any Person the right to
accelerate, terminate, modify, or cancel, or require any notice under
any agreement, contract, lease, license, instrument, or other
arrangement to which any Seller Party is a party or by which it is
bound or to which any of its assets or any of the Relevant Assets are
subject, except for such violations, defaults, breaches, or other
occurrences that do not, individually or in
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the aggregate, have a material adverse effect on the ability of the
Seller or any other Seller Party to consummate the transactions
contemplated by such Transaction Agreement.

(iv) Brokers' Fees. No Seller Party has any liability or
obligation to pay any fees or commissions to any broker, finder, or
agent with respect to the transactions contemplated by this Agreement
for which the Buyer could become liable or obligated.

(b) Representations and Warranties of the Buyer. The Buyer hereby
represents and warrants to the Seller as follows:

(i) Organization of the Buyer. Each Buyer Party is a limited
liability company, limited partnership or corporation duly organized,
validly existing, and in good standing under the Laws of the state of
Delaware. Each Buyer Party is in good standing under the Laws of the
state of Texas and each other jurisdiction which requires such
qualification, except where the lack of such qualification would not
have a Material Adverse Effect.

(ii) Authorization of Transaction. Each Buyer Party has full
power and authority (including full entity power and authority) to
execute and deliver each Transaction Agreement to which it is a party
and to perform its obligations thereunder. Each Transaction Agreement
to which such Buyer Party is a party constitutes the valid and legally
binding obligation of such Buyer Party, enforceable against such Buyer
Party in accordance with its terms and conditions, subject, however, to
the effects of bankruptcy, insolvency, reorganization, moratorium or
similar Laws affecting creditors' rights generally, and to general
principles of equity (regardless of whether such enforceability is
considered in a proceeding in equity or at law). Except as set forth on
Schedule 3(b)(ii), no Buyer Party needs to give any notice to, make any
filing with, or obtain any authorization, consent, or approval of any
Governmental Authority or any other Person in order to consummate the
transactions contemplated by this Agreement or any other Transaction
Agreement, except for the prior approval of the FTC, if applicable.

(iii) Noncontravention. Except for the prior approval of the
FTC (if applicable) and filings specified in Schedule 3(b)(ii) or as
set forth in Schedule 3(b)(iii), neither the execution and delivery of
any Transaction Agreement to which any Buyer Party is a party, nor the
consummation of any of the transactions contemplated thereby, shall (A)
violate any statute, regulation, rule, injunction, judgment, order,
decree, ruling, charge, or other restriction of any Governmental
Authority to which such Buyer Party is subject or any provision of its
Organizational Documents or (B) conflict with, result in a breach of,
constitute a default under, result in the acceleration of, create in
any Person the right to accelerate, terminate, modify, or cancel, or
require any notice, approval or consent under any agreement, contract,
lease, license, instrument, or other arrangement to
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which any Buyer Party is a party or by which it is bound or to which
any of its assets is subject, except for such violations, defaults,
breaches, or other occurrences that do not, individually or in the
aggregate, have a material adverse effect on the ability of any Buyer
Party to consummate the transactions contemplated by such Transaction
Agreement.

(iv) Brokers' Fees. No Buyer Party has any liability or
obligation to pay any fees or commissions to any broker, finder, or
agent with respect to the transactions contemplated by this Agreement
for which the Seller could become liable or obligated.

(v) Investment. The Buyer is not acquiring the Acquired
Company Equity Interests or the Acquired Company Assets with a view to
or for sale in connection with any distribution thereof or any other
security related thereto within the meaning of the Securities Act. The
Buyer is familiar with investments of the nature of the Acquired
Company Equity Interests and the Acquired Company Assets, understands
that this investment involves substantial risks, has adequately
investigated the Acquired Company Equity Interests and the Acquired
Company Assets, and has substantial knowledge and experience in
financial and business matters such that it is capable of evaluating,
and has evaluated, the merits and risks inherent in purchasing the
Acquired Company Equity Interests and the Acquired Company Assets, and
is able to bear the economic risks of such investment. The Buyer has
had the opportunity to visit with the Seller and its applicable
Affiliates and meet with their representative officers and other
representatives to discuss the business, assets, liabilities, financial
condition, and operations of the Acquired Companies and the Acquired
Company Assets, has received all materials, documents and other
information that the Buyer deems necessary or advisable to evaluate the
Acquired Company Equity Interests and the Acquired Company Assets, and
has made its own independent examination, investigation, analysis and
evaluation of the Acquired Companies and the Acquired Company Assets,
including its own estimate of the value of the Acquired Company Equity
Interests and the Acquired Company Assets. The Buyer has undertaken
such due diligence (including a review of the assets, properties,
liabilities, books, records and contracts of the Acquired Companies and
the Acquired Company Assets) as the Buyer deems adequate.

(vi) Taxes. To the knowledge of each Buyer Party, the Buyer
has (i) duly filed all material Tax Returns required to be filed by or
with respect to the Buyer or its assets or operations with the Internal
Revenue Service or other applicable taxing authority, (ii) paid, or
adequately reserved against, all Taxes due or claimed due by a taxing
authority from or with respect to the Buyer or its assets or operations
and (iii) made all material deposits required with respect to Taxes. To
the knowledge of each Buyer Party, there has been no material issue
raised or material adjustment proposed (and none is pending) by the
Internal Revenue Service or any other taxing authority in connection
with any Tax Returns relating to the assets or operations of the Buyer,
and no waiver or extension of any statute
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of limitations as to any federal, state, local or foreign tax matter
relating to the assets or operations of the Buyer has been given by or
requested from Buyer with respect to any Tax year.

4. Representations and Warranties Concerning the Acquired Company
Equity Interests, Acquired Companies and Relevant Assets. The Seller hereby
represents and warrants to the Buyer as follows (provided, however, that any
representation or warranty given in this Section 4 with respect to the
Non-Operated Cotenancies shall be deemed to be made to the Seller's Knowledge):

(a) Organization, Qualification, and Company Power. Each of the
Acquired Companies and the Seller Parties (x) is a limited liability company,
partnership (limited or general), joint venture or corporation duly organized,
validly existing, and (except with respect to Warwink Gathering and Treating and
MIAGS) in good standing under the Laws of the state of Delaware; (y) is (except
with respect to Warwink Gathering and Treating and MIAGS) in good standing under
the Laws of the state of Texas and each other jurisdiction which requires
qualification, except where the lack of such qualification would not have a
Material Adverse Effect; and (z) has full power and authority to carry on the
businesses in which it is engaged and to own and use the properties owned and
used by it.

(b) Noncontravention. Except for the need to obtain prior approval of
the FTC or as set forth in Schedule 4(b), neither the execution and delivery of
any Transaction Agreement to which any Seller Party is a party, nor the
consummation of any of the transactions contemplated thereby, shall (i) violate
any statute, regulation, rule, injunction, judgment, order, decree, ruling,
charge, or other restriction of any Governmental Authority to which any Acquired
Company or any of the Acquired Company Assets is subject or any provision of the
Organizational Documents of any Seller Party or any Acquired Company or (ii)
conflict with, result in a breach of, constitute a default under, result in the
acceleration of, create in any party the right to accelerate, terminate, modify,
or cancel, require any notice or trigger any rights to payment or other
compensation, or result in the imposition of any Encumbrance on any of the
Acquired Company Equity Interests or the Acquired Company Assets under, any
agreement, contract, lease, license, instrument, or other arrangement to which
any Acquired Company or any of the Acquired Company Assets is subject, except
where the violation, conflict, breach, default, acceleration, termination,
modification, cancellation, failure to give notice, right to payment or other
compensation, or Encumbrance would not have a Material Adverse Effect, or would
not materially adversely affect the ability of any Seller Party to consummate
the transactions contemplated by such Transaction Agreement.

(c) Title to and Condition of Assets.

(i) The Acquired Companies have good, marketable and
indefeasible title to all of the Acquired Company Assets in each case
free and clear of all Encumbrances, except for (a) Permitted
Encumbrances and (b) Encumbrances disclosed in Schedule 4(c)(i). The
principal assets in which any Acquired Company owns less than 100%
(other than assets in which Warwink I and Warwink II each own 50% due
to their ownership of the Warwink Gathering
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Interest) are described on Exhibit A. The principal assets constituting
the Acquired Company Assets are described on Exhibit B. The operations

of the Acquired Company Assets are the only operations reflected in the
Financial Statements.

(ii) To the Seller's Knowledge, except as disclosed in
Schedule 4(c)(ii), the Relevant Assets are in good operating condition
and repair (normal wear and tear excepted), are free from defects
(patent and latent), are suitable for the purposes for which they are
currently used and are not in need of maintenance or repairs except for
ordinary routine maintenance and repairs; provided, however, that a
defect in a pipeline constituting part of the Acquired Company Assets
or the Operated Cotenancies discovered after Closing through, and
remediated under, the Pipeline Integrity Program shall not be a breach
of this Section 4(c)(ii).

(iii) Capitalization of the Acquired Companies.

(A) The capitalization of the Acquired Companies is
as follows:

(1) The E1 Paso Texas Interest constitutes
all of the Equity Interests of E1 Paso Texas. The
Seller owns (beneficially and of record) 100% of the
E1l Paso Texas Interest.

(2) The E1 Paso Intrastate GP Interest and
the E1 Paso Intrastate LP Interest constitute all of
the Equity Interests of E1 Paso Intrastate. E1l Paso
Texas owns (beneficially and of record) 100% of the
E1l Paso Intrastate LP Interest. EPFS Management owns
(beneficially and of record) 100% of the E1l Paso
Intrastate GP Interest.

(3) The E1 Paso Offshore Interest
constitutes all of the Equity Interests of E1l Paso
Offshore. E1 Paso Texas owns (beneficially and of
record) the E1l Paso Offshore Interest.

(4) The EPGT GP Interest and the EPGT LP
Interest constitute all of the Equity Interests of
EPGT. E1l Paso Texas owns (beneficially and of record)
the EPGT 2%LP Interest, and E1l Paso Transmission owns
(beneficially and of record) the EPGT 97%LP Interest,
which collectively constitute the entire EPGT LP
interest. EPFS Management owns (beneficially and of
record) 100% of the EPGT GP Interest.

(5) The Warwink Interests constitute all of
the Equity Interests of Warwink I and Warwink II. El
Paso Texas owns (beneficially and of record) 100% of
the Warwink Interests. Warwink I owns (beneficially
and of record) a 1% joint venture
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interest in Warwink Gathering and Treating and
Warwink II owns (beneficially and of record) a 99%
joint venture interest in Warwink Gathering and
Treating, which collectively are all of the Equity
Interests in Warwink Gathering and Treating.

(6) The E1 Paso Hub Services Interest
constitutes all of the Equity Interests of El Paso
Hub Services. E1l Paso Transmission owns (beneficially
and of record) 100% of the E1l Paso Hub Services
Interest.

(7) EPGT owns the MIAGS Interest, which
constitutes 83% of the Equity Interests in MIAGS.

(B) The Seller beneficially owns directly or
indirectly 100% of the Seller Parties other than El1 Paso
Corporation and E1 Paso Production. The Seller beneficially
owns directly or indirectly 100% of the Acquired Company
Equity Interests, which includes 100% of the Equity Interests
in the Acquired Companies other than MIAGS. All of the
Acquired Company Equity Interests are uncertificated. The
Acquired Company Equity Interests constitute 100% of the
issued and outstanding Equity Interests of the Acquired
Companies other than MIAGS and have been duly authorized, and
are validly issued and fully paid and (except (i) with respect
to general partnership and joint venture interests and (ii) as
set forth in Sections 17-303(a) and 17-607 of the Delaware LP
Act with respect to limited partnership interests)
non-assessable. Except to the extent created under the
Securities Act, state securities Laws, limited liability
company Laws, limited partnership Laws, partnership and joint
venture Laws and general corporation Laws of the Acquired
Companies' jurisdiction of formation, and as created by the
Acquired Companies' Organizational Documents, (x) the Acquired
Company Equity Interests are held as set forth above, free and
clear of any Encumbrances and (y) there are no Commitments
with respect to any Equity Interest of any Acquired Company.
No Seller Party is party to any voting trusts, proxies, or
other agreements or understandings with respect to voting any
Equity Interest of any Acquired Company other than the
Organizational Documents of MIAGS.

(C) After the consummation of the transactions
contemplated in this Agreement, the Buyer shall own, directly
or indirectly, 100% of the Acquired Company Equity Interests,
which includes 100% of the Equity Interests in the Acquired
Companies and 100% of the Acquired Company Assets (other than
the MIAGS Assets, in which the Buyer will acquire beneficial
ownership of 83%).

(iv) Acquired Company Ownership. No Acquired Company owns an

Equity Interest in any Person, except as set forth in Section
4(c)(iii). There are no
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Commitments with respect to an Equity Interest in any Acquired Company.
The Acquired Companies own no other assets other than the Acquired
Company Assets, and have no operations or Obligations other than those
directly related to the Acquired Company Assets or explicitly set forth
on Schedule 4(k)(ii).

(v) Encumbrances for Borrowed Money. Except as set forth on
Schedule 4(c)(v), there are no borrowings, loan agreements, promissory
notes, pledges, mortgages, guaranties, liens and similar liabilities
(direct and indirect), or Encumbrances which are secured by or
constitute an Encumbrance on the Relevant Assets.

(vi) Ownership and Operation of the Cotenancy Assets.

(A) The Acquired Companies' ownership interests in
the Cotenancy Assets are set forth on Schedule 4(c)(vi).

(B) The Seller or one of its Affiliates is the
operator with respect to all of the Cotenancy Assets indicated
on Schedule 4(c)(vi). The transactions contemplated by this
Agreement shall result in the Buyer (or its designee) becoming
the operator of all of the Cotenancy Assets, other than the
Non-Operated Cotenancies, as of the Closing Date.

(C) Except to the extent created under the Securities
Act, state securities Laws, limited liability company Laws and
general corporation Laws of the Acquired Companies'
jurisdiction of formation, and as created by the Acquired
Companies' Organizational Documents, (x) the Cotenancy
Interests are held as set forth above, free and clear of any
Encumbrances and (y) there are no Commitments with respect to
any Cotenancy Interests. No Seller Party is party to any
voting trusts, proxies, or other agreements or understandings
with respect to voting any Cotenancy Interest

(d) Material Change. Except for the Reorganization Transactions
and as set forth in Schedule 4(d), since December 31, 2001:

(i) there has not been any Material Adverse Effect;

(ii) the Relevant Assets have been operated and maintained in
the Ordinary Course of Business;

(iii) to the Seller's Knowledge, there has not been any
material damage, destruction or loss to any material portion of the
Relevant Assets, whether or not covered by insurance;

(iv) there has been no purchase, sale or lease of any material
asset included in the Relevant Assets;
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(v) there has been no actual, pending, or to the Seller's
Knowledge, threatened change affecting any of the Relevant Assets with
any customers, licensors, suppliers, distributors or sales
representatives of any Seller Party, except for changes that do not
have a Material Adverse Effect;

(vi) there has been no (x) amendment or modification in any
material respect to any Acquired Company Contract or any other contract
or agreement material to the Relevant Assets, or (y) termination of any
Acquired Company Contract or any other contract or agreement material
to the Relevant Assets before the expiration of the term thereof other
than to the extent any such material contract or agreement terminated
pursuant to its terms in the Ordinary Course of Business; and

(vii) there is no contract, commitment or agreement to do any
of the foregoing, except as expressly permitted hereby.

(e) Legal Compliance. Each Seller Party, with respect to the Relevant
Assets and the Acquired Companies, has complied with all applicable Laws of all
Governmental Authorities, except where the failure to comply would not have a
Material Adverse Effect. The Seller makes no representations or warranties in
this Section 4(e) with respect to Taxes or Environmental Laws, for which the
sole representations and warranties of the Seller are set forth in Sections 4(f)
and 4(1i), respectively.

(f) Tax Matters. Except as set forth in Schedule 4(f) or as would not
have a Material Adverse Effect, the Seller, its Affiliates and the Acquired
Companies have filed all Tax Returns with respect to the Relevant Assets that
they were required to file and such Tax Returns are accurate in all material
respects. All Taxes shown as due by any Acquired Company or with respect to the
Relevant Assets on any such Tax Returns have been paid.

(g) Contracts and Commitments. Schedule 4(g)(i) contains a list of all
the material contracts, agreements, licenses, permits and other documents and
instruments to which any Acquired Company is a party or otherwise constituting
part of the Acquired Company Assets (the "Acquired Company Contracts"), and each
such Acquired Company Contract is in full force and effect, except where the
failure to be in full force and effect would not have a Material Adverse Effect.
Schedule 4(g)(ii) contains a list of all rights-of-way constituting part of the
Acquired Company Assets (the "Rights of Way"). The Acquired Company Contracts,
together with the Rights of Way, constitute all of the contracts, agreements,
rights of way, licenses, permits, and other documents and instruments necessary
for the operation and business of the Relevant Assets consistent with applicable
Laws and prior operation. The Seller Parties have performed all material
obligations required to be performed by them to date under the Acquired Company
Contracts and the Rights of Way, and are not in default under any material
obligation of any such contract or right-of-way, except when such default would
not have a Material Adverse Effect. To the Seller's Knowledge, no other party to
any Acquired Company Contract is in default thereunder.

(h) Litigation.
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(i) Schedule 4(h) sets forth each instance in which any
Acquired Company or any of the Relevant Assets (A) is subject to any
outstanding injunction, judgment, order, decree, ruling, or charge or
(B) is the subject of any action, suit, proceeding, hearing, or
investigation of, in, or before any court or quasi-judicial or
administrative agency of any federal, state, local, or foreign
jurisdiction, or is the subject of any pending or, to the Seller's
Knowledge, threatened claim, demand, or notice of violation or
liability from any Person, except where any of the foregoing would not
have a Material Adverse Effect.

(ii) No Seller Party has Knowledge of any Basis for any
present or future injunction, judgment, order, decree, ruling, or
charge or action, suit, proceeding, hearing, or investigation of, in,
or before any court or quasi-judicial or administrative agency of any
federal, state, local, or foreign jurisdiction, against any of them
giving rise to any Obligation to which any Acquired Company would be
subject.

(i) Environmental Matters. Except as set forth in Schedule 4(i):

(i) The Seller, with respect to the Relevant Assets, has been
in compliance with all applicable local, state, and federal laws,
rules, regulations, and orders regulating or otherwise pertaining to
(a) the use, generation, migration, storage, removal, treatment,
remedy, discharge, release, transportation, disposal, or cleanup of
pollutants, contamination, hazardous wastes, hazardous substances,
hazardous materials, toxic substances or toxic pollutants, (b) surface
waters, ground waters, ambient air and any other environmental medium
on or off any Lease or (c) the environment or health and safety-related
matters; including the following as from time to time amended and all
others whether similar or dissimilar: the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980, as amended by the
Superfund Amendments and Reauthorization Act of 1986 ("CERCLA"), the
Resource Conservation and Recovery Act of 1976, as amended by the Used
0il Recycling Act of 1980, the Solid Waste Disposal Act Amendments of
1980, and the Hazardous and Solid Waste Amendments of 1984, the
Hazardous Materials Transportation Act, as amended, the Toxic Substance
Control Act, as amended, the Clean Air Act, as amended, the Clean Water
Act, as amended, and all regulations promulgated pursuant thereto
(collectively, the "Environmental Laws" and individually an
"Environmental Law"), except for such instances of noncompliance that
individually or in the aggregate do not have a Material Adverse Effect.

(ii) The Seller has obtained all permits, licenses,
franchises, authorities, consents, registrations, orders, certificates,
waivers, exceptions, variances and approvals, and have made all
filings, paid all fees, and maintained all material information,
documentation, and records, as necessary under applicable Environmental
Laws for operating the Relevant Assets and the Disposed Assets as they
are presently operated, and all such permits, licenses, franchises,
authorities, consents, approvals, and filings remain in full force and
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effect, except for such matters that individually or in the aggregate
do not have a Material Adverse Effect. Schedule 4(i)(ii) sets forth a
complete list of all permits, licenses, franchises, authorities,
consents, and approvals, as necessary under applicable Environmental
Laws for operating the Relevant Assets and the Acquired Companies'
businesses as they are presently operated (except with respect to the
Disposed Assets), each of which is held in the name of the appropriate
Seller Party as indicated on such schedule.

(iii) Except as would not have a Material Adverse Effect, (Xx)
there are no pending or threatened claims, demands, actions,
administrative proceedings or lawsuits against the Seller with respect
to the Relevant Assets and the Seller has not received notice of any of
the foregoing and (y) no Acquired Company, and none of the Relevant
Assets, 1is subject to any outstanding injunction, judgment, order,
decree or ruling under any Environmental Laws.

(iv) The Seller has not received any written notice that the
Seller, with respect to the Relevant Assets, is or may be a potentially
responsible party under CERCLA or any analogous state law in connection
with any site actually or allegedly containing or used for the
treatment, storage or disposal of Hazardous Substances.

(v) All Hazardous Substances or solid wastes generated,
transported, handled, stored, treated or disposed by, in connection
with or as a result of the operation or possession of the Seller or the
conduct of the Seller, have been transported only by carriers
maintaining valid authorizations under applicable Environmental Laws
and treated, stored, disposed of or otherwise handled only at
facilities maintaining valid authorizations under applicable
Environmental Laws and such carriers and facilities have been and are
operating in compliance with such authorizations and are not the
subject of any existing, pending or threatened action, investigation or
inquiry by any Governmental Authority or other Person in connection
with any of the Environmental Laws.

The Seller makes no representation or warranty regarding any compliance or
failure to comply with, or any actual or contingent liability under, any
Environmental Law, except as expressly set forth in this Section 4(i). For
purposes of this Section 4(i), each reference to the Seller or Seller Parties
shall be deemed to include the Seller Parties and their Affiliates.

(j) Preferential Purchase Rights. Except as set forth on Schedule 4(j),
there are no preferential purchase rights, options or other rights held by any
Person not a party to this Agreement to purchase or acquire any or all of the
Equity Interest in any Acquired Company, or any of the Relevant Assets (other
than the Disposed Assets), in whole or in part, that would be triggered or
otherwise affected as a result of the transactions contemplated by this
Agreement ("Preferential Rights").
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(k) Financial Statements.

(1) Schedule 4(k) sets forth (A) an unaudited combined and
consolidated balance sheet covering the ownership of the Financial
Statement Entities and the Financial Statement Assets as of December
31, 2001 and (B) unaudited combined and consolidated income statements
covering the ownership and operations of the Financial Statement
Entities and the Financial Statement Assets for the twelve month
periods ended December 31, 2000 and December 31, 2001, including, for
both (A) and (B), as pro forma adjustments the disposition of the
Disposed Assets on December 31, 1999 (collectively, the "Financial
Statements").

(ii) (A) The Financial Statements were prepared in accordance
with GAAP (except as expressly set forth therein, except for the
absence of footnotes (other than to the extent footnotes are included
in Schedule 4(k)), and fairly present, in all material respects, the
financial position and income associated with the ownership and
operation of the Financial Statement Entities and Financial Statement
Assets as of the dates and for the periods indicated; (B) the Financial
Statements do not omit to state any liability required to be stated
therein in accordance with GAAP (except as expressly set forth therein,
except for the absence of footnotes (other than to the extent footnotes
are included in Schedule 4(k)), and except for normal year-end
adjustments); and (C) except as set forth on Schedule 4(k)(ii), none of
the Financial Statement Entities has any Obligations other than those
reflected in the Financial Statements.

(1) Employee Matters. No Acquired Company has any employees.

(m) Prohibited Events. Except for the Reorganization Transactions and
settlement of litigation proceedings, none of the matters described in Section
5(c) have occurred since June 30, 2001.

(n) Regulatory Matters. No Seller Party or Acquired Company is (i) a
"holding company," a "subsidiary company" of a "holding company," an "affiliate"
of a "holding company," or a "public utility," as each such term is defined in
the Public Utility Holding Company Act of 1935, as amended, or (ii) an
"investment company" or a company '"controlled" by an "investment company,"
within the meaning of the Investment Company Act of 1940, as amended, and the
rules and regulations promulgated thereunder. Except as set forth on Schedule
4(n), none of the Relevant Assets are subject to regulation by the Federal
Energy Regulatory Commission or rate regulation or comprehensive
nondiscriminatory access regulation under any federal laws or the laws of any
state or other local jurisdiction.

(o) Intercompany Transactions. Each outstanding receivable, payable and
other intercompany transaction and arrangement between the Seller or any of its
Affiliates, on the one hand, and any Acquired Company, on the other hand,
(including hydrocarbon imbalances existing on the date of this Agreement)
existing on the Closing Date is listed on Schedule 4(0).
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(p) Disclaimer of Representations and Warranties Concerning Personal
Property, Equipment, and Fixtures. The Buyer acknowledges that (i) it has had
and pursuant to this Agreement shall have before Closing access to the Acquired
Companies and the Relevant Assets and the officers and employees of the Seller
and (ii) in making the decision to enter into this Agreement and consummate the
transactions contemplated hereby, the Buyer has relied solely on the basis of
its own independent investigation and upon the express representations,
warranties, covenants, and agreements set forth in this Agreement and the other
Transaction Agreements. Accordingly, the Buyer acknowledges that, except as
expressly set forth in this Agreement, the Seller has not made, and THE SELLER
MAKES NO AND DISCLAIMS ANY, REPRESENTATIONS OR WARRANTIES, WHETHER EXPRESS OR
IMPLIED, AND WHETHER BY COMMON LAW, STATUTE, OR OTHERWISE, REGARDING (i) THE
QUALITY, CONDITION, OR OPERABILITY OF ANY PERSONAL PROPERTY, EQUIPMENT, OR
FIXTURES, (ii) THEIR MERCHANTABILITY, (iii) THEIR FITNESS FOR ANY PARTICULAR
PURPOSE, (iv) THEIR CONFORMITY TO MODELS, SAMPLES OF MATERIALS OR MANUFACTURER
DESIGN, OR (v) AS TO WHETHER ANY RELEVANT ASSETS ARE YEAR 2000 COMPLIANT, AND
ALL PERSONAL PROPERTY AND EQUIPMENT IS DELIVERED "AS IS, WHERE IS" IN THE
CONDITION IN WHICH THE SAME EXISTS.

5. Pre-Closing Covenants. The Parties agree as follows with respect to
the period between the date of this Agreement and the Closing:

(a) General. The Buyer shall use its Best Efforts to take all action
and to do all things necessary, proper, or advisable in order to consummate and
make effective the transactions contemplated by this Agreement, including the
Seller's conditions to closing in Section 7(b). The Seller shall use its Best
Efforts to take all action and to do all things necessary, proper, or advisable
in order to consummate and make effective the transactions contemplated by this
Agreement, including the Buyer's conditions to closing in Section 7(a).

(b) Notices and Consents. Each of the Parties shall give any notices
to, make any filings with, and use its Best Efforts to obtain any
authorizations, consents, and approvals of Governmental Authorities and third
parties it is required to obtain in connection with the matters referred to in
Sections 3(a)(ii), 3(a)(iii), 3(b)(ii), and 3(b)(iii) including the
corresponding Schedules, so as to permit the Closing to occur not later than
9:00 a.m. (Houston time) on April 1, 2002. Without limiting the generality of
the foregoing, the Parties agree to work in good faith with the FTC in order to
consummate the transactions contemplated hereby as soon as reasonably
practicable, but in no event later than 9:00 a.m. (Houston time) on April 1,
2002; provided, that, notwithstanding anything to the contrary contained herein,
this sentence shall not obligate the Buyer to divest or hold separate any assets
or enter into any agreement not contemplated by this Agreement or modify this
Agreement.

(c) Operation of Business. The Seller shall not, without the consent of
the Buyer (which consent shall not be unreasonably withheld or delayed), except
as expressly contemplated by this Agreement or as contemplated by Schedule 5(c),
cause or (to the extent any Seller Party or its Affiliate has the Legal Right)
permit any Acquired Company or Cotenancy Asset to engage in any practice, take
any action, or enter into any transaction outside the Ordinary
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Course of Business or, with respect to the Relevant Assets, engage in any
practice, take any action, or enter into any transaction outside the Ordinary
Course of Business. Without limiting the generality of the foregoing, without
the consent of the Buyer (which consent shall not be unreasonably withheld or
delayed), except as expressly contemplated by this Agreement or Schedule 5(c),
the Seller shall not, and shall not cause or (to the extent any Seller Party has
the Legal Right) permit any Acquired Company or Cotenancy Asset to, do any of
the following:

(i) issue, sell, pledge, dispose of, grant, encumber, or
authorize the issuance, sale, pledge, disposition, or grant of any
Equity Interest of any Acquired Company or any Commitments with respect
to any Equity Interest of any Acquired Company;

(ii) cause or allow any part of the Acquired Company Equity
Interests or the Relevant Assets to become subject to an Encumbrance,
except for Permitted Encumbrances and other Encumbrances identified in
Section 4(c);

(iii) amend in any material respect any Acquired Company
Contract material to the Relevant Assets or any Acquired Company or
Cotenancy Asset (including any Acquired Company's or Cotenancy Asset's
Organizational Documents) or terminate any such material contract or
agreement before the expiration of the term thereof other than to the
extent any such material contract or agreement expires in accordance
with its terms in the Ordinary Course of Business;

(iv) except as required by Law, make, change or revoke any Tax
election relevant to any Acquired Company or Relevant Asset;

(v) (A) acquire (including by merger, consolidation or
acquisition of Equity Interest or assets) any corporation, partnership,
limited liability company or other business organization or any
division thereof or any material amount of assets; (B) incur any
Indebtedness for borrowed money or issue any debt securities or assume,
guarantee, endorse, or otherwise as an accommodation become responsible
for, the obligations of any Person, or make any loans or advances
except for intercompany borrowing among the Acquired Companies in the
Ordinary Course of Business; (C) except for the Disposed Assets, sell,
lease or otherwise dispose of any property or assets, other than sales
of goods or services in the Ordinary Course of Business; or (D) enter
into or amend a contract, agreement, commitment, or arrangement with
respect to any matter set forth in this Section 5(c)(v) or (except for
contracts with aggregate Obligations of the applicable Acquired Company
not in excess of $10,000) otherwise not in the Ordinary Course of
Business; provided that notwithstanding any provision of this
Agreement, if the Buyer expressly consents in writing (x) each Acquired
Company shall be entitled to dividend and/or distribute to its Equity
Interest holders, at any time, and from time to time, such cash
generated by such company's business to which such Equity Interest
holder would otherwise be entitled (other than cash arising from
borrowings by such company or sales of
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assets by such company outside of the Ordinary Course of Business) so
long as such dividends and/or distributions are reflected as a Purchase
Price Decrease, where appropriate, and (y) each Acquired Company may
make or incur capital expenditures in accordance with the terms of its
Organizational Documents and the capital expenditures budget set forth
on Schedule 5(c)(v); and provided further that, to the extent Channel
or E1 Paso Intrastate receives any insurance proceeds from the Channel
Rupture, El Paso Intrastate may distribute its share of such proceeds
to the owners of the E1 Paso Intrastate LP Interest and the E1 Paso
Intrastate GP Interest in accordance with its Organizational Documents;

(vi) change any Acquired Company's accounting practices in any
material respect with the exception of any changes in accounting
methodologies that have already been agreed upon by its Equity Interest
holders, consistent with its Organizational Documents; or

(vii) initiate or settle any litigation, complaint, rate
filing or administrative proceeding.

(d) Intercompany Transactions. All outstanding receivables, payables
and other intercompany transactions and arrangements between the Seller or any
of its Affiliates, on the one hand, and any Acquired Company, on the other hand,
shall remain in full force and effect through and after the Closing.

(e) Full Access. To the extent it has the Legal Right, the Seller shall
permit, and shall cause its Affiliates to permit, representatives of the Buyer
to have full access at all reasonable times, and in a manner so as not to
interfere with the normal business operations of the Seller and its Affiliates,
to all premises, properties, personnel, books, records (including Tax records),
contracts, and documents of or pertaining to any Acquired Company or any of the
Relevant Assets.

(f) Liens and Encumbrances. Prior to the Closing, the Seller shall
obtain releases of all liens and other Encumbrances disclosed in Schedule
4(c)(1i), without any post-Closing liability or expense to any Acquired Company
or Acquired Company Asset or any Buyer Party, and shall provide proof of such
releases to the Buyer at the Closing.

(g) Prince Pre-Closing Matters. The Buyer shall ensure that, until the
closing of the transactions contemplated by the Prince PSA, E1l Paso Production
and its Affiliates shall have the access and other rights to the books, records
and assets of Argo provided in Section 5 of the Prince PSA.

6. Post-Closing Covenants. The Parties agree as follows:
(a) General. In case at any time after the Closing any further action
is necessary to carry out the purposes of this Agreement, each of the Parties

shall take such further action (including the execution and delivery of such
further instruments and documents) as the
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other Party reasonably may request, all at the sole cost and expense of the
requesting Party (unless the requesting Party is entitled to indemnification
therefor under Section 8).

(b) Litigation Support. In the event and for so long as any Party
actively is contesting or defending against any action, suit, proceeding,
hearing, investigation, charge, complaint, claim, or demand in connection with
(i) any transaction contemplated under this Agreement or (ii) any fact,
situation, circumstance, status, condition, activity, practice, plan,
occurrence, event, incident, action, failure to act, or transaction on or before
the Closing Date involving any Acquired Company or the Relevant Assets, the
other Party shall cooperate with the contesting or defending Party and its
counsel in the defense or contest, make available its personnel, and provide
such testimony and access to its books and records (other than books and records
which are subject to privilege or to confidentiality restrictions) as shall be
necessary in connection with the defense or contest, all at the sole cost and
expense of the contesting or defending Party (unless the contesting or defending
Party is entitled to indemnification therefor under Section 8).

(c) Surety Bonds; Guarantees. The Buyer agrees to be substituted as the
surety or guarantor of any surety bonds or guarantees issued by the Seller or
any of its Affiliates in connection with the Acquired Companies or the Relevant
Assets, including the surety bonds and guarantees listed on Schedule 6(c). The
Buyer and the Seller shall cooperate to effect all such substitutions and the
Buyer shall indemnify and hold the Seller harmless from and against any Adverse
Consequences arising from the failure of the Buyer to be so substituted. The
Buyer shall use commercially reasonable efforts to obtain a release of the
Seller from any surety or guaranty obligations with respect to the Acquired
Companies or the Relevant Assets.

(d) Delivery and Retention of Records. On or promptly after the Closing
Date, the Seller shall deliver or cause to be delivered to the Buyer, copies of
Tax Records which are relevant to Post-Closing Tax Periods and all other files,
books, records, information and data relating to the Acquired Companies or the
Relevant Assets (other than Tax Records) that are in the possession or control
of the Seller (the "Records"). The Buyer agrees to (i) hold the Records and not
to destroy or dispose of any thereof for a period of ten years from the Closing
Date or such longer time as may be required by Law, provided that, if it desires
to destroy or dispose of such Records during such period, it shall first offer
in writing at least 60 days before such destruction or disposition to surrender
them to the Seller and if the Seller does not accept such offer within 20 days
after receipt of such offer, the Buyer may take such action and (ii) following
the Closing Date to afford the Seller, its accountants, and counsel, during
normal business hours, upon reasonable request, at any time, full access to the
Records and to the Buyer's employees to the extent that such access may be
requested for any legitimate purpose at no cost to the Seller (other than for
reasonable out-of-pocket expenses); provided that such access shall not be
construed to require the disclosure of Records that would cause the waiver of
any attorney-client, work product, or like privilege; provided, further that in
the event of any litigation nothing herein shall limit any Party's rights of
discovery under applicable Law.

(e) Pipeline Integrity Program. Through December 31, 2006, the Seller
shall cause its applicable Affiliates to continue to diligently and in good
faith implement and complete as soon as reasonably practicable the Pipeline
Integrity Program to the extent relating to any
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pipelines constituting part of the Acquired Company Assets (other than the
leased 01d Ocean Pipeline) and the Operated Cotenancies in accordance with such
program, all applicable Laws, El Paso Corporation's policies and procedures and
prudent industry practices.

(f) Channel Insurance Proceeds. To the extent Channel or El Paso
Intrastate receives any insurance proceeds from the Channel Rupture, the Buyer
shall cause El1 Paso Intrastate to pay to E1l Paso Field Services, L.P., an
Affiliate of the Seller, El1 Paso Intrastate's share of such insurance proceeds.

(g) Operatorship of Operated Cotenancies. The Seller Parties shall take
any further action that may be required for the Buyer (or its designee) to
become the operator of the Operated Cotenancies.

(h) Assignment of Rights. The Seller will assign and will cause its
Affiliates to assign, upon the Buyer's request, any and all rights (including
claims) of the Seller or its Affiliates relating to any of the Acquired Company
Assets or the Cotenancy Assets under any agreement (including that certain Stock
Purchase Agreement dated as of January 27, 2000 between PG&E National Energy
Group, Inc. and El Paso Field Services Company) pursuant to which the Seller or
any of its Affiliates purchased or otherwise acquired any of the Acquired
Company Assets or the Cotenancy Assets.

7. Conditions to Obligation to Close.

(a) Conditions to Obligation of the Buyer. The obligation of the Buyer
to consummate the transactions to be performed by it in connection with the
Closing is subject to satisfaction of the following conditions:

(1) the representations and warranties of the Seller contained
in Sections 3(a) and 4 must be true and correct in all material
respects (without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value, except with respect to (A)
the Non-Operated Cotenancies, (B) the representations and warranties in
Section 4(c)(ii) and (C) the representations and warranties in Section
4(d)(1iii) with respect to latent defects, for which in each such case
qualifications as to Knowledge shall be given effect) as of the date of
this Agreement and at Closing (except for those which refer to a
specific date, which must be true and correct as of such date);

(ii) the Seller must have performed and complied in all
material respects with its covenants hereunder through the Closing
(without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value);
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(iii) there must not be any injunction, judgment, order,
decree, ruling, or charge in effect preventing consummation of any of
the transactions contemplated by this Agreement or any suit or action
pending by a Governmental Authority to enjoin the consummation of any
of the transactions, contemplated by this Agreement;

(iv) the Seller must have obtained all material Governmental
Authority and third party consents, including any material consents
specified in Sections 3(a)(ii), 3(a)(iii), and 4(b) and including the
corresponding Schedules;

(v) the Seller must have delivered to the Buyer a certificate
to the effect that each of the conditions specified in Sections
7(a)(i)-(iv) is satisfied in all respects;

(vi) the FTC must have approved the transactions contemplated
hereunder;

(vii) the Closing Date shall be no earlier than March 28,
2002;

(viii) The Buyer shall have received financing for the
transactions contemplated herein satisfactory to the Buyer;

(ix) the Board of Directors of the General Partner shall have
received a fairness opinion acceptable to such Board (in its sole
discretion) from UBS Warburg LLC or any other financial advisor
acceptable to such Board (in its sole discretion) with respect to the
transactions contemplated herein;

(x) the transactions contemplated herein shall have been
approved by at least a majority of the members of each of (1) of the
Board of Directors of the General Partner, (2) the independent members
of the Board of Directors of the General Partner and (3) the Special
Committee of the Board of Directors of the General Partner responsible
for reviewing such transactions;

(x1i) EPFS Holding and the Buyer must have executed and
delivered the Contribution Agreement and the closing of the
transactions contemplated therein must have occurred; and

(xii) The Buyer and E1l Paso Production must have executed and
delivered the Prince PSA and the closing of the transactions
contemplated therein must have occurred.

The Buyer may waive any condition specified in this Section 7(a) if it
executes a writing so stating at or before the Closing.

(b) Conditions to Obligation of the Seller. The obligation of the

Seller to consummate the transactions to be performed by it in connection with
the Closing is subject to satisfaction of the following conditions:
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(i) the representations and warranties of the Buyer contained
in Section 3(b) must be true and correct in all material respects
(without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value) as of the date of this
Agreement and at Closing (except for those which refer to a specific
date, which must be true and correct as of such date);

(ii) the Buyer must have performed and complied in all
material respects with each of its covenants hereunder through the
Closing (without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value);

(iii) there must not be any injunction, judgment, order,
decree, ruling, or charge in effect preventing consummation of any of
the transactions contemplated by this Agreement or any suit or action
pending by a Governmental Authority to enjoin the consummation of any
of the transactions, contemplated by this Agreement;

(iv) the Seller must have obtained all material Governmental
Authority and third party consents, including material consents
specified in Sections 3(a)(ii), 3(a)(iii), and 4(b) and including the
corresponding Schedules;

(v) the Buyer must have delivered to the Seller a certificate
to the effect that each of the conditions specified in Sections
7(b)(1i)-(iv) is satisfied in all respects;

(vi) the FTC must have approved the transactions contemplated
hereunder;

(vii) EPFS Holding and the Buyer must have executed and
delivered the Contribution Agreement and the closing of the
transactions contemplated therein must have occurred; and

(viii) The Buyer and El1 Paso Production must have executed and
delivered the Prince PSA and the closing of the transactions
contemplated therein must have occurred.

The Seller may waive any condition specified in this Section 7(b) if it
executes a writing so stating at or before the Closing.

8. Remedies for Breaches of this Agreement.
(a) Survival of Representations and Warranties. (i) All of the
representations and warranties of the Seller contained in Sections 3(a) and 4

(other than Sections 4(c)(iii), 4(f) and 4(h)(ii)) shall survive the Closing
hereunder for a period of three years after the Closing
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Date; (ii) the representations and warranties of the Seller contained in Section
4(c)(iii) shall survive the Closing forever; (iii) the representations and
warranties of the Seller contained in Section 4(f) shall survive the Closing
with respect to any given claim that would constitute a breach of such
representation or warranty until 90 days after the expiration of the statute of
limitations applicable to the underlying Tax matter giving rise to that clainm,
and (iv) the representations and warranties of the Seller contained in Section
4(h)(ii) shall survive the Closing for a period of one year after the Closing
Date. The representations and warranties of the Buyer contained in Section 3(b)
shall survive the Closing for a period of three years after the Closing Date.
The covenants and obligations contained in Sections 2 and 6 and all other
covenants and obligations contained in this Agreement (other than Section
8(b)(iv)) shall survive the Closing forever. The covenants and obligations
contained in Section 8(b)(iv) shall survive the Closing for a period of three
years after the Closing Date.

(b) Indemnification Provisions for Benefit of the Buyer.

(i) In the event: (x) the Seller breaches any of its
representations or warranties (without giving effect to any supplement
to the Schedules, any qualification as to materiality, Material Adverse
Effect, Knowledge, awareness or concepts of similar import, or any
qualification or limitation as to monetary amount or value, except with
respect to (A) the Non-Operated Cotenancies, (B) the representations
and warranties in Section 4(c)(ii) and (C) the representations and
warranties in Section 4(d)(iii) with respect to latent defects, for
which in each such case qualifications as to Knowledge shall be given
effect) contained herein (other than a representation or warranty
contained in Section 4(c)(iii) or 4(f)); (y) there is an applicable
survival period pursuant to Section 8(a); and (z) the Buyer makes a
written claim for indemnification against the Seller pursuant to
Section 11(g) within such survival period, then the Seller agrees to
release and indemnify the Buyer Indemnitees from and against any
Adverse Consequences by reason of all Adverse Events suffered by the
Buyer Indemnitees; provided, that the Seller shall not have any
obligation to indemnify the Buyer Indemnitees from and against any such
Adverse Consequences by reason of all Adverse Events (A) until the
Buyer Indemnitees, in the aggregate, have suffered Adverse Consequences
by reason of all Adverse Events in excess of an aggregate deductible
amount equal to 1% of the Combined Value (after which point the Seller
shall be obligated only to indemnify the Buyer Indemnitees from and
against further such Adverse Consequences) or thereafter (B) to the
extent the Adverse Consequences the Buyer Indemnitees, in the
aggregate, have suffered by reason of all Adverse Events exceeds an
aggregate ceiling amount equal to 50% of the Combined Value (after
which point the Seller shall have no obligation to indemnify the Buyer
Indemnitees from and against further such Adverse Consequences);
provided, however, that the deductible amount with respect to breaches
of Section 4(c)(i) shall be $750,000.

(ii) In the event: (x) the Seller breaches any of its
covenants or obligations in Sections 2 or 6 or any
other covenants or obligations in this Agreement or any representation
or warranty contained in Section 4(c)(iii) or 4(f)
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(in each case above without giving effect to any supplement to the
Schedules, any qualification as to materiality, Material Adverse
Effect, Knowledge, awareness or concepts of similar import, or any
qualification or limitation as to monetary amount or value); (y) there
is an applicable survival period pursuant to Section 8(a); and (z) the
Buyer makes a written claim for indemnification against the Seller
pursuant to Section 11(g) within such survival period, then the Seller
agrees to release and indemnify the Buyer Indemnitees from and against
the entirety of any Adverse Consequences suffered by the Buyer
Indemnitees.

(iii) The Seller shall release, indemnify and hold harmless
the Buyer Indemnitees against any and all Adverse Consequences
resulting by reason of (a) joint and several liability with the Seller
arising by reason of having been required to be aggregated with the
Seller under Section 414(o) of the Code, or having been under "common
control" with the Seller, within the meaning of Section 4001(a)(14) of
ERISA.

(iv) In the event: (x) there is an applicable survival period
pursuant to Section 8(a) and (y) the Buyer makes a written claim for
indemnification against the Seller pursuant to Section 11(g) within
such survival period, except to the extent the Buyer is obligated to
release and indemnify the Seller under Section 8(c)(ii)(1), then the
Seller agrees to release and indemnify the Buyer Indemnitees from and
against the entirety of any Adverse Consequences suffered by the Buyer
Indemnitees with respect to, any environmental condition, claim or loss
with respect to any Acquired Company or any of the Relevant Assets
arising as a result of events occurring on or prior to the Purchase
Price Adjustment Date, including the matters disclosed in Schedule
4(1).

(v) [Intentionally omitted.]

(vi) With respect to each calendar year through December 31,
2006, the Seller shall release, indemnify and hold harmless the Buyer
Indemnitees against any and all Pipeline Integrity Costs incurred
(whether paid or payable) with respect to the Acquired Company Assets
and the Operated Cotenancies to the extent such Pipeline Integrity
Costs in such year exceed $5,000,000 (which amount shall be prorated to
$3,750,000 for the period from April 1, 2002 to December 31, 2002).

(vii) The Seller shall release, indemnify and hold harmless
the Buyer Indemnitees against any and all Adverse Consequences with
respect to the Disposed Obligations and the ownership or operation of
any Disposed Assets or Disposed Obligations (whether prior to or after
Closing), including any Tax attributable thereto.

(viii) The Seller shall release, indemnify and hold harmless
the Buyer Indemnitees against any and all Adverse Consequences suffered
by the Buyer Indemnitees with respect to, any outstanding injunction,
judgment, order, decree,
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ruling, or charge, or any pending or threatened action, suit,
proceeding, hearing, or investigation of, in, or before any court or
quasi-judicial or administrative agency of any federal, state, local,
or foreign jurisdiction, relating to any Acquired Company or any of the
Relevant Assets on the Closing Date, including the matters listed on
Schedule 4(h).

(ix) The Seller shall release, indemnify and hold harmless the
Buyer Indemnitees against any and all Adverse Consequences arising as a
result of any of the Reorganization Transactions.

(x) Notwithstanding anything to the contrary contained in
Sections 8(b)(i), (iii), (iv) and (v), the Seller shall not have any
obligation to indemnify any Buyer Indemnified Party to the extent that
the payment thereof would cause the Seller's aggregate indemnity
payments under all of Sections 8(b)(i), (iii), (iv) and (v) (but
excluding Sections 8(b)(ii), (vi), (vii), (viii) and (ix)) to exceed
100% of the Combined Value.

(xi) To the extent any Buyer Indemnitee becomes liable to, and
is ordered to and does pay to any third party, punitive, exemplary,
special or consequential damages caused by a breach by the Seller of
any representation, warranty or covenant contained in this Agreement,
then such punitive, exemplary, special or consequential damages shall
be deemed actual damages to such Buyer Indemnitee and included within
the definition of Adverse Consequences for purposes of this Section 8.

(xii) Except for the rights of indemnification provided in
this Section 8, the Buyer hereby waives any claim or cause of action
pursuant to common or statutory law or otherwise against the Seller
arising from any breach by the Seller of any of its representations,
warranties or covenants under this Agreement or the transactions
contemplated hereby.

(c) Indemnification Provisions for Benefit of the Seller.

(1) In the event: (x) the Buyer breaches any of its
representations, warranties or covenants contained herein (without
giving effect to any supplement to the Schedules, any qualification as
to materiality, Material Adverse Effect, Knowledge, awareness or
concepts of similar import, or any qualification or limitation as to
monetary amount or value); (y) there is an applicable survival period
pursuant to Section 8(a); and (z) the Seller makes a written claim for
indemnification against the Buyer pursuant to Section 11(g) within such
survival period, then the Buyer agrees to release and indemnify the
Seller Indemnitees from and against the entirety of any Adverse
Consequences suffered by such Seller Indemnitees.

(ii) The Buyer agrees to release and indemnify the Seller

Indemnitees from and against the entirety of any Adverse Consequences
relating to any of (1)
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any environmental condition, claim or loss with respect to any Acquired
Company or any of the Relevant Assets arising from or related to
mercury contamination emanating from mercury meters used in connection
therewith or (2) the ownership and operation of each Acquired Company
and each Relevant Asset (including those arising during, related to or
otherwise attributable to the period commencing with the Purchase Price
Adjustment Date).

(iii) To the extent any Seller Indemnitee becomes liable to,
and is ordered to and does pay to any third party, punitive, exemplary,
special or consequential damages caused by a breach by the Buyer of any
representation, warranty or covenant contained in this Agreement, then
such punitive, exemplary, special or consequential damages shall be
deemed actual damages to such Seller Indemnitee and included within the
definition of Adverse Consequences for purposes of this Section 8.

(iv) Except for the rights of indemnification provided in this
Section 8, the Seller hereby waives any claim or cause of action
pursuant to common or statutory law or otherwise against the Buyer
arising from any breach by the Buyer of any of its representations,
warranties or covenants under this Agreement or the transactions
contemplated hereby.

(d) Matters Involving Third Parties.

(i) If any third party shall notify any Party (the
"Indemnified Party") with respect to any matter (a "Third Party Claim")
that may give rise to a claim for indemnification against any other
Party (the "Indemnifying Party") under this Section 8, then the
Indemnified Party shall promptly (and in any event within five business
days after receiving notice of the Third Party Claim) notify the
Indemnifying Party thereof in writing.

(ii) The Indemnifying Party shall have the right to assume and
thereafter conduct the defense of the Third Party Claim with counsel of
its choice reasonably satisfactory to the Indemnified Party; provided,
however, that the Indemnifying Party shall not consent to the entry of
any judgment or enter into any settlement with respect to the Third
Party Claim without the prior written consent of the Indemnified Party
(not to be withheld unreasonably) unless the judgment or proposed
settlement involves only the payment of money damages and does not
impose an injunction or other equitable relief upon the Indemnified
Party.

(iii) Unless and until the Indemnifying Party assumes the
defense of the Third Party Claim as provided in Section 8(d)(ii), the
Indemnified Party may defend against the Third Party Claim in any
manner it reasonably may deem appropriate.

(iv) In no event shall the Indemnified Party consent to the

entry of any judgment or enter into any settlement with respect to the
Third Party Claim
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without the prior written consent of the Indemnifying Party which
consent shall not be withheld unreasonably.

(e) Determination of Amount of Adverse Consequences. The Adverse
Consequences giving rise to any indemnification obligation hereunder shall be
limited to the actual loss suffered by the Indemnified Party (i.e. reduced by
any insurance proceeds or other payment or recoupment received, realized or
retained by the Indemnified Party as a result of the events giving rise to the
claim for indemnification net of any expenses related to the receipt of such
proceeds, payment or recoupment, including retrospective premium adjustments, if
any), but not any reduction in Taxes of the Indemnified Party (or the affiliated
group of which it is a member) occasioned by such loss or damage. The amount of
the actual loss and the amount of the indemnity payment shall be computed by
taking into account the timing of the loss or payment, as applicable, using a
Prime Rate plus 2% interest or discount rate, as appropriate. Upon the request
of the Indemnifying Party, the Indemnified Party shall provide the Indemnifying
Party with information sufficient to allow the Indemnifying Party to calculate
the amount of the indemnity payment in accordance with this Section 8(e). An
Indemnified Party shall take all reasonable steps to mitigate damages in respect
of any claim for which it is seeking indemnification and shall use reasonable
efforts to avoid any costs or expenses associated with such claim and, if such
costs and expenses cannot be avoided, to minimize the amount thereof.

(f) Tax Treatment of Indemnity Payments. All indemnification payments
made under this Agreement, including any payment made under Section 9, shall be
treated as purchase price adjustments for Tax purposes.

9. Tax Matters.

(a) Post-Closing Tax Returns. The Buyer shall prepare or cause to be
prepared and file or cause to be filed any Post-Closing Tax Returns with respect
to the Relevant Assets or the Acquired Companies. The Buyer shall pay (or cause
to be paid) any Taxes due with respect to such Tax Returns.

(b) Pre-Closing Tax Returns. The Seller shall prepare or cause to be
prepared and file or cause to be filed all Pre-Closing Tax Returns with respect
to the Relevant Assets or Acquired Companies. The Seller shall pay or cause to
be paid any Taxes due with respect to such Tax Returns.

(c) Straddle Periods. The Buyer shall be responsible for Taxes of the
Relevant Assets (other than the Disposed Assets) and the Acquired Companies
related to the portion of any Straddle Period occurring after the Closing Date.
The Seller shall be responsible for Taxes of the Relevant Assets and the
Acquired Companies relating to the portion of any Straddle Period occurring
before and on the Closing Date. With respect to any Straddle Period, to the
extent permitted by applicable Law, the Seller or the Buyer shall elect to treat
the Closing Date as the last day of the Tax period. If applicable Law shall not
permit the Closing Date to be the last day of a period, then (i) real or
personal property Taxes with respect to the Relevant Assets and the Acquired
Companies shall be allocated based on the number of days in the partial period
before and after the Closing Date, (ii) in the case of all other Taxes based on
or in respect
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of income, the Tax computed on the basis of the taxable income or

loss attributable to the Relevant Assets and the Acquired Companies for each
partial period as determined from their books and records, and (iii) in the case
of all other Taxes, on the basis of the actual activities or attributes of the
Relevant Assets and the Acquired Companies for each partial period as determined
from their books and records.

(d) Straddle Returns. The Buyer shall prepare any Straddle Returns. The
Buyer shall deliver, at least 45 days prior to the due date for filing such
Straddle Return (including any extension) to the Seller a statement setting
forth the amount of Tax that the Seller owes, including the allocation of
taxable income and Taxes under Section 9(c), and copies of such Straddle Return.
The Seller shall have the right to review such Straddle Returns and the
allocation of taxable income and liability for Taxes and to suggest to the Buyer
any reasonable changes to such Straddle Returns no later than 15 days prior to
the date for the filing of such Straddle Returns. The Seller and the Buyer agree
to consult and to attempt to resolve in good faith any issue arising as a result
of the review of such Straddle Returns and allocation of taxable income and
liability for Taxes and mutually to consent to the filing as promptly as
possible of such Straddle Returns. Not later than 5 days before the due date for
the payment of Taxes with respect to such Straddle Returns, the Seller shall pay
or cause to be paid to the Buyer an amount equal to the Taxes as agreed to by
the Buyer and the Seller as being owed by the Seller. If the Buyer and the
Seller cannot agree on the amount of Taxes owed by the Seller with respect to a
Straddle Return, the Seller shall pay or cause to be paid to the Buyer the
amount of Taxes reasonably determined by the Seller to be owed by the Seller.
Within 10 days after such payment, the Seller and the Buyer shall refer the
matter to an independent "Big-Five" accounting firm agreed to by the Buyer and
the Seller to arbitrate the dispute. The Seller and the Buyer shall equally
share the fees and expenses of such accounting firm and its determination as to
the amount owing by the Seller with respect to a Straddle Return shall be
binding on the Seller and the Buyer. Within five days after the determination by
such accounting firm, if necessary, the appropriate Party shall pay the other
Party any amount which is determined by such accounting firm to be owed. The
Seller shall be entitled to reduce its obligation to pay Taxes with respect to a
Straddle Return by the amount of any estimated Taxes paid with respect to such
Taxes on or before the Closing Date.

(e) Claims for Refund. The Buyer shall not, and shall cause the
Acquired Companies and any of their Affiliates not to, file any claim for refund
of Taxes with respect to the Relevant Assets and the Acquired Companies for
whole or partial taxable periods on or before the Closing Date.

(f) Indemnification. The Buyer agrees to indemnify the Seller against
all Taxes of or with respect to the Relevant Assets and the Acquired Companies
for any Post-Closing Tax Period and the portion of any Straddle Period occurring
after the Closing Date. The Seller agrees to indemnify the Buyer against all
Taxes of or with respect to the Relevant Assets and the Acquired Companies for
any Pre-Closing Tax Period and the portion of any Straddle Period occurring on
or before the Closing Date, and the Buyer Parties against all Taxes of or with
respect to the Disposed Assets, and all Taxes arising directly as a result of
the Reorganization Transactions.

38



(g) Cooperation on Tax Matters.

(i) The Buyer and the Seller shall cooperate fully, as and to
the extent reasonably requested by the other Party, in connection with
the filing of Tax Returns pursuant to this Section 9(g) and any audit,
litigation or other proceeding and making employees available on a
mutually convenient basis to provide additional information and
explanation of any material provided hereunder.

(ii) The Buyer and the Seller further agree, upon request, to
use their Best Efforts to obtain any certificate or other document from
any Governmental Authority or any other Person as may be necessary to
mitigate, reduce or eliminate any Tax that could be imposed (including
with respect to the transactions contemplated hereby).

(iii) The Buyer and the Seller agree, upon request, to provide
the other Parties with all information that such other Parties may be
required to report pursuant to Section 6043 of the Code and all
Treasury Department Regulations promulgated thereunder.

(h) Certain Taxes. The Seller shall file all necessary Tax Returns and
other documentation with respect to all transfer, documentary, sales, use,
stamp, registration and other Taxes and fees, and, if required by applicable
Law, the Buyer shall, and shall cause its Affiliates to, join in the execution
of any such Tax Returns and other documentation. Notwithstanding anything set
forth in this Agreement to the contrary, the Buyer shall pay to the Seller, on
or before the date such payments are due from the Seller, any transfer,
documentary, sales, use, stamp, registration and other Taxes and fees incurred
in connection with this Agreement and the transactions contemplated hereby (but
not with respect to the Reorganization Transactions).

(i) Confidentiality. Any information shared in connection with Taxes
shall be kept confidential, except as may otherwise be necessary in connection
with the filing of Tax Returns or reports, refund claims, tax audits, tax claims
and tax litigation, or as required by Law.

(j) Audits. The Seller or the Buyer, as applicable, shall provide
prompt written notice to the other Parties of any pending or threatened tax
audit, assessment or proceeding that it becomes aware of related to the Relevant
Assets or the Acquired Companies for whole or partial periods for which it is
indemnified by any other Party hereunder. Such notice shall contain factual
information (to the extent known) describing the asserted tax liability in
reasonable detail and shall be accompanied by copies of any notice or other
document received from or with any tax authority in respect of any such matters.
If an indemnified party has knowledge of an asserted tax liability with respect
to a matter for which it is to be indemnified hereunder and such party fails to
give the indemnifying party prompt notice of such asserted tax liability, then
(I) if the indemnifying party is precluded by the failure to give prompt notice
from contesting the asserted tax liability in any forum, the indemnifying party
shall have no obligation to indemnify the indemnified party for any Taxes
arising out of such asserted tax liability, and (II) if the indemnifying party
is not so precluded from contesting, but such failure to give prompt notice
results in a detriment to the indemnifying party, then any amount which the
indemnifying
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party is otherwise required to pay the indemnified party pursuant to this
Section 9(j) shall be reduced by the amount of such detriment, provided, the
indemnified party shall nevertheless be entitled to full indemnification
hereunder to the extent, and only to the extent, that such party can establish
that the indemnifying party was not prejudiced by such failure. This Section
9(j) shall control the procedure for Tax indemnification matters to the extent
it is inconsistent with any other provision of this Agreement.

(k) Control of Proceedings. The party responsible for the Tax under
this Agreement shall control audits and disputes related to such Taxes
(including action taken to pay, compromise or settle such Taxes). The Seller and
the Buyer shall jointly control, in good faith with each other, audits and
disputes relating to Straddle Periods. Reasonable out-of-pocket expenses with
respect to such contests shall be borne by the Seller and the Buyer in
proportion to their responsibility for such Taxes as set forth in this
Agreement. Except as otherwise provided by this Agreement, the noncontrolling
party shall be afforded a reasonable opportunity to participate in such
proceedings at its own expense.

(1) Powers of Attorney. The Buyer, the Acquired Companies and their
respective Affiliates shall provide the Seller and its Affiliates with such
powers of attorney or other authorizing documentation as are reasonably
necessary to empower them to execute and file returns they are responsible for
hereunder, file refund and equivalent claims for Taxes they are responsible for,
and contest, settle, and resolve any audits and disputes that they have control
over under Section 9(k) (including any refund claims which turn into audits or
disputes).

(m) Remittance of Refunds. If the Buyer or any Affiliate of the Buyer
receives a refund of any Taxes that the Seller is responsible for hereunder, or
if the Seller or any Affiliate of the Seller receives a refund of any Taxes that
the Buyer is responsible for hereunder, the party receiving such refund shall,
within 30 days after receipt of such refund, remit it to the party who has
responsibility for such Taxes hereunder. For the purpose of this Section 9(m),
the term "refund" shall include a reduction in Tax and the use of an overpayment
as a credit or other Tax offset, and receipt of a refund shall occur upon the
filing of a Tax Return or an adjustment thereto using such reduction,
overpayment or offset or upon the receipt of cash.

(n) Purchase Price Allocation. The Seller and the Buyer agree that the
actual Purchase Price allocable to the Assigned Equity Interests, El Paso Texas
Interest and Acquired Company Assets shall be allocated to the Acquired Company
Assets for all purposes (including Tax and financial accounting purposes) as
jointly agreed between the Buyer and the Seller within ninety (90) days after
the Closing Date. The Buyer, the Seller and their applicable Affiliates shall
file all Tax Returns (including amended Tax Returns and claims for refund) and
information reports in a manner consistent with such allocation.

(o) Closing Tax Certificate. At the Closing, the Seller shall deliver
to the Buyer a certificate, in the form of Exhibit K, signed under penalties of
perjury (i) stating it is not a foreign corporation, foreign partnership,
foreign trust or foreign estate, (ii) providing its U.S. Employer Identification
Number, and (iii) providing its address, all pursuant to Section 1445 of the
Code.
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(p) Like Kind Exchanges. Each of the Buyer and Seller shall cooperate
fully, as and to the extent reasonably requested by the other Party, in
connection with enabling the transactions contemplated herein to qualify in
whole or in part as a "like-kind exchange" pursuant to Section 1031 of the Code.
Each of the Buyer and Seller agree to indemnify the other Party against any and
all costs and expenses incurred with respect to furnishing such cooperation.
Each Party may assign all or a portion of its rights under this Agreement to a
"qualified intermediary" to facilitate a like-kind exchange. The agreement
between the applicable Party and the qualified intermediary ("EXCHANGE
AGREEMENT") shall be set forth as Exhibit G.

10. Termination.

(a) Termination of Agreement. The Parties may terminate this Agreement,
as provided below:

(i) the Buyer and the Seller may terminate this Agreement by
mutual written consent at any time before the Closing;

(ii) the Buyer may terminate this Agreement by giving written
notice to the Seller at any time before Closing (A) in the event the
Seller has breached any representation, warranty or covenant contained
in this Agreement in any material respect, the Buyer has notified the
Seller of the breach, the breach has continued without cure for a
period of 10 days after the notice of breach and such breach would
result in a failure to satisfy a condition to the Buyer's obligation to
consummate the transactions contemplated hereby; (B) if the Closing
shall not have occurred on or before 9:00 a.m. (Houston time) on April
1, 2002 (unless the failure results primarily from the Buyer itself
breaching any representation, warranty or covenant contained in this
Agreement); or (C) if the transactions contemplated hereby do not
receive all required approvals of the FTC;

(iii) the Seller may terminate this Agreement by giving
written notice to the Buyer at any time before the Closing (A) in the
event the Buyer has breached any representation, warranty or covenant
contained in this Agreement in any material respect, the Seller has
notified the Buyer of the breach, the breach has continued without cure
for a period of 10 days after the notice of breach and such breach
would result in a failure to satisfy a condition to the Seller's
obligation to consummate the transactions contemplated hereby; (B) if
the Closing shall not have occurred on or before 9:00 a.m. (Houston
time) on April 1, 2002 (unless the failure results primarily from the
Seller breaching any representation, warranty or covenant contained in
this Agreement); or (C) if the transactions contemplated hereby do not
receive all required approvals of the FTC;

(iv) the Buyer or the Seller may terminate this Agreement 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
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the transactions contemplated hereby and such order, decree, ruling or
other action shall have become final and nonappealable; and

(v) the Buyer or the Seller may terminate this Agreement if
the Contribution Agreement is terminated for any reason.

(b) Effect of Termination. Except for the obligations under Sections 8,
10 and 11, if any Party terminates this Agreement pursuant to Section 10(a), all
rights and obligations of the Parties hereunder shall terminate without any
liability of any Party to any other Party (except for any liability of any Party
then in breach).

11. Miscellaneous.

(a) Public Announcements. Any Party is permitted to issue a press
release or make a public announcement concerning this Agreement without the
other Parties' consents, in which case the disclosing Party shall provide an
advance copy of the proposed public disclosure to the non-disclosing Parties and
permit the non-disclosing Parties the opportunity to reasonably comment on such
proposed disclosure. The Parties agree to cooperate in good faith to issue
separate and simultaneous press releases within twenty-four (24) hours following
the execution of this Agreement by all Parties.

(b) Insurance. The Buyer acknowledges and agrees that, following the
Closing, any Subject Insurance Policies shall be terminated or modified to
exclude coverage of all or any portion of the Relevant Assets or Acquired
Companies by the Seller or any of its Affiliates, and, as a result, the Buyer
shall be obligated at or before Closing to obtain at its sole cost and expense
replacement insurance, including insurance required by any third party to be
maintained for or by the Relevant Assets or the Acquired Companies. The Buyer
further acknowledges and agrees that the Buyer may need to provide to certain
Governmental Authorities and third parties evidence of such replacement or
substitute insurance coverage for the continued operations or businesses of the
Relevant Assets or the Acquired Companies. If any claims are made or losses
occur prior to the Closing Date that relate solely to the Relevant Assets or the
business activities of the Acquired Companies and such claims, or the claims
associated with such losses, properly may be made against the policies retained
by the Seller or its Affiliates after the Closing, then the Seller shall use its
Best Efforts so that the Buyer can file, notice, and otherwise continue to
pursue these claims pursuant to the terms of such policies; provided, however,
nothing in this Agreement shall require the Seller to maintain or to refrain
from asserting claims against or exhausting any retained policies.

(c) No Third Party Beneficiaries. Except for the indemnification
provisions, this Agreement shall not confer any rights or remedies upon any
Person other than the Parties and their respective successors and permitted
assigns, except that the Administrative Agent is a third-party beneficiary of
Section 11(d), and such Section may not be amended or modified without the
Administrative Agent's written consent.

(d) Succession and Assignment. This Agreement shall be binding upon and

inure to the benefit of the Parties named herein and their respective successors
and permitted
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assigns. Prior to the Closing the Buyer may not assign this Agreement or any of
its rights, interests or obligations hereunder without the prior written
approval of the Seller; provided, however, without the prior written approval of
the Seller, the Buyer and its permitted successors and assigns may assign any or
all of its rights, interests or obligations under this Agreement (i) to an
Affiliate of the Buyer, including designating one or more Affiliates of the
Buyer to be the assignee of some or any portion of the Acquired Company Assets,
(ii) in connection with granting a lien, pledge, mortgage or other security
interest pursuant to a bona fide lending transaction, or (iii) pursuant to the
foreclosure or settlement of any assignment made pursuant to (ii) above;
provided the Buyer is not released from any of its obligations or liabilities
hereunder. Each Party may assign either this Agreement or any of its rights,
interests or obligations hereunder, without the prior written approval of the
other Party, to a qualified intermediary in connection with any transaction
described in Section 9(p); provided, however, that no such assignment shall
relieve any Party from any of its obligations or liabilities under this
Agreement. The Seller acknowledges that the Buyer has granted to the
Administrative Agent a lien on and security interest in all of its right, title
and interest in and to this Agreement.

(e) Counterparts. This Agreement may be executed in counterparts, each
of which shall be deemed an original but which together shall constitute one and
the same instrument.

(f) Headings. The section headings contained in this Agreement are
inserted for convenience only and shall not affect in any way the meaning or
interpretation of this Agreement.

(g) Notices. All notices, requests, demands, claims, and other
communications hereunder shall be in writing. Any notice, request, demand,
claim, or other communication hereunder shall be deemed duly given two business
days after it is sent by registered or certified mail, return receipt requested,
postage prepaid, and addressed to the intended recipient as set forth below:

If to the Seller: E1l Paso Tennessee Pipeline Co.
Attn: President
E1l Paso Building
1001 Louisiana
Houston, Texas 77002

If to the Buyer: E1l Paso Energy Partners, L.P.
Attn: President
4 Greenway Plaza
Houston, Texas 77046
(713) 420-2131

Any Party may send any notice, request, demand, claim, or other communication
hereunder to the intended recipient at the addresses set forth above using any
other means (including personal delivery, expedited courier, messenger service,
telecopy, ordinary mail, or electronic mail), but no such notice, request,
demand, claim, or other communication shall be deemed to have been
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duly given unless and until it actually is received by the intended recipient.
Any Party may change the address to which notices, requests, demands, claims,
and other communications hereunder are to be delivered by giving the other Party
notice in the manner herein set forth.

(h) Governing Law. This Agreement shall be governed by and construed in
accordance with the domestic Laws of the State of Texas without giving effect to
any choice or conflict of law provision or rule (whether of the State of Texas
or any other jurisdiction) that would cause the application of the Laws of any
jurisdiction other than the State of Texas. VENUE FOR ANY ACTION ARISING UNDER
THIS AGREEMENT SHALL LIE EXCLUSIVELY IN ANY STATE OR FEDERAL COURT IN HARRIS
COUNTY, TEXAS.

(i) Amendments and Waivers. No amendment of any provision of this
Agreement shall be valid unless the same shall be in writing and signed by the
Buyer and the Seller. No waiver by any Party of any default, misrepresentation,
or breach of warranty or covenant hereunder, whether intentional or not, shall
be deemed to extend to any prior or subsequent default, misrepresentation, or
breach of warranty or covenant hereunder or affect in any way any rights arising
by virtue of any prior or subsequent such occurrence.

(j) Severability. Any term or provision of this Agreement that is
invalid or unenforceable in any situation in any jurisdiction shall not affect
the validity or enforceability of the remaining terms and provisions hereof or
the validity or enforceability of the offending term or provision in any other
situation or in any other jurisdiction.

(k) Transaction Expenses. Each of the Buyer and the Seller shall bear
its own costs and expenses (including legal fees and expenses) incurred in
connection with this Agreement and the transactions contemplated hereby.

(1) Construction. The Parties have participated jointly in the
negotiation and drafting of this Agreement. In the event an ambiguity or
question of intent or interpretation arises, this Agreement shall be construed
as if drafted jointly by the Parties and no presumption or burden of proof shall
arise favoring or disfavoring any Party by virtue of the authorship of any of
the provisions of this Agreement. Any reference to any federal, state, local, or
foreign statute or Law shall be deemed also to refer to all rules and
regulations promulgated thereunder, unless the context requires otherwise. The
word "including" shall mean including without limitation. All personal pronouns
used in this Agreement, whether used in the masculine, feminine or neuter
gender, shall include all other genders; the singular shall include the plural,
and vice versa. All references herein to Exhibits, Schedules, Articles, Sections
or subdivisions thereof shall refer to the corresponding Exhibits, Schedules,
Article, Section or subdivision thereof of this Agreement unless specific
reference is made to such exhibits, articles, sections or subdivisions of
another document or instrument. The terms "herein," "hereby," "hereunder,"
"hereof," "hereinafter," and other equivalent words refer to this Agreement in
its entirety and not solely to the particular portion of the Agreement in which
such word is used. Each certificate delivered pursuant to this Agreement shall
be deemed a part hereof, and any representation, warranty or covenant herein
referenced or affirmed in such certificate shall be treated as a representation,
warranty or
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covenant given in the correlated Section hereof on the date of such certificate.
Additionally, any representation, warranty or covenant made in any such
certificate shall be deemed to be made herein.

(m) Incorporation of Exhibits and Schedules. The Exhibits and Schedules
identified in this Agreement are incorporated herein by reference and made a
part hereof.

(n) Entire Agreement. THIS AGREEMENT (INCLUDING THE DOCUMENTS REFERRED
TO HEREIN) CONSTITUTES THE ENTIRE AGREEMENT AMONG THE PARTIES AND SUPERSEDES ANY
PRIOR UNDERSTANDINGS, AGREEMENTS, OR REPRESENTATIONS BY OR AMONG THE PARTIES,
WRITTEN OR ORAL, TO THE EXTENT THEY HAVE RELATED IN ANY WAY TO THE SUBJECT
MATTER HEREOF.

* kk Kk Kk
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as
of the date set forth in the preamble.

EL PASO ENERGY PARTNERS, L.P.

By: /s/ Keith B. Forman

Vice President and Chief Financial Officer

EL PASO TENNESSEE PIPELINE CO.

By: /s/ H. Brent Austin

Executive Vice President and Chief Financial
officer



EXHIBIT 10.0

Execution Version

CONTRIBUTION AGREEMENT

By and Between

EL PASO FIELD SERVICES HOLDING COMPANY
(Contributor)

and

EL PASO ENERGY PARTNERS, L.P.
(Issuer)

Covering the Contribution of
ALL OF THE EQUITY INTERESTS IN
EL PASO INDIAN BASIN L.P., and

EL PASO INDIAN BASIN GP HOLDING L.L.C.
(Acquired Companies)

April 1, 2002
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CONTRIBUTION AGREEMENT

THIS CONTRIBUTION AGREEMENT (this "Agreement") dated as of April 1,
2002 is by and between E1 Paso Field Services Holding Company, a Delaware
corporation (the "Contributor"), and El1 Paso Energy Partners, L.P., a Delaware
limited partnership (the "Issuer"). The Contributor and the Issuer are sometimes
referred to collectively herein as the "Parties" and individually as a "Party."

RECITALS

WHEREAS, the Contributor owns directly (i) a 99% limited partner
interest (the "El Paso Indian Basin LP Interest") in El Paso Indian Basin L.P.,
a Delaware limited partnership ("El Paso Indian Basin"), which owns a 42.38653%
undivided interest (the "Indian Basin Cotenancy Interest") in the Indian Basin
Gas Plant and related assets and facilities ("Indian Basin") located in Eddy
County, New Mexico, as evidenced by the Agreement for Construction and Operation
of Indian Basin Gas Plant, Eddy County, New Mexico dated March 30, 1965 (as
amended, restated, supplemented and otherwise modified from time to time) and
(ii) all of the issued and outstanding membership interest (the "Holding LLC
Interest" and, together with the E1 Paso Indian Basin LP Interest, the "Assigned
Equity Interests") in El1 Paso Indian Basin GP Holding L.L.C., a Delaware limited
liability company ("Holding LLC" and, together with El Paso Indian Basin, the
"Acquired Companies"), which owns a 1% general partner interest (the "El Paso
Indian Basin GP Interest" and, together with the Assigned Equity Interests, the
"Acquired Company Equity Interests") in E1l Paso Indian Basin; and

WHEREAS, the Contributor desires to contribute the Assigned Equity
Interests to the Issuer in exchange for the issuance by the Issuer of common
units representing limited partner interests in the Issuer ("Common Units") to
the Contributor.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual
promises herein made, and in consideration of the representations, warranties,
and covenants herein contained, the Parties agree as follows:

1. Definitions.

"Acquired Companies " has the meaning set forth in the Recitals.

"Acquired Company Assets" means the Indian Basin Cotenancy Interest and
the E1 Paso Indian Basin GP Interest.

"Acquired Company Contracts" has the meaning set forth in Section 4(g).

"Acquired Company Equity Interests" has the meaning set forth in the
Recitals.



"Administrative Agent" means JPMorgan Chase Bank, in its capacity as
administrative agent under the credit agreement to be entered into among a
subsidiary of the Issuer, the Administrative Agent and the lenders party
thereto.

"Adverse Consequences" means all actions, suits, proceedings, hearings,
investigations, charges, complaints, claims, demands, injunctions, judgments,
orders, decrees, rulings, damages, dues, penalties, fines, costs, amounts paid
in settlement, liabilities, obligations, Taxes, liens, losses, expenses, and
fees, including court costs and attorneys' fees and expenses, but excluding
punitive (except as provided in Section 8), exemplary, special or consequential
damages.

"Adverse Contribution Agreement Event" means any breach of any
representation or warranty (without giving effect to any supplement to the
Schedules, any qualification as to materiality, Material Adverse Effect,
knowledge, awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value) of the Contributor contained in this
Agreement (other than a representation or warranty contained in Section 4(c)(1)
or 4(c)(iii).

"Adverse Event" means any Adverse PSA Event and any Adverse
Contribution Agreement Event.

"Adverse PSA Event" has the meaning given such term in the Purchase and
Sale Agreement.

"Affiliate" has the meaning set forth in Rule 12b-2 of the regulations
promulgated under the Securities Exchange Act; provided, however, that (i) with
respect to the Issuer, the term "Affiliate" shall exclude each member of the El
Paso Group, (ii) with respect to the Contributor, the term "Affiliate" shall
exclude each member of the Issuer Group, and (iii) the Acquired Companies shall
be deemed to be Affiliates (x) prior to the Closing, of the Contributor and (y)
on and after the Closing, of the Issuer.

"Agreement" has the meaning set forth in the preface.
"Assigned Equity Interests" has the meaning set forth in the Recitals.

"Assigned Equity Interests Assignment" means the contribution and
assignment agreement in the form of Exhibit C.

"Basis" means any past or current fact, situation, circumstance,
status, condition, activity, practice, plan, occurrence, event, incident,
action, failure to act, or transaction about which the relevant Person has
Knowledge that forms or could form the basis for any specified consequence.

"Best Efforts" means the efforts, time, and costs that a prudent Person
desirous of achieving a result would use, expend, or incur in similar
circumstances to ensure that such result is achieved as expeditiously as
possible; provided, however, that no such use, expenditure, or incurrence shall
be required if it could reasonably be expected to have an adverse effect on such
Person and would require an expense of such Person in excess of $1,000,000.

"CERCLA" 1is defined in Section 4(1i).



"Closing" has the meaning set forth in Section 2(b).
"Closing Date" has the meaning set forth in Section 2(b).
"Closing Statement" has the meaning set forth in Section 2(d).

"Code" means the Internal Revenue Code of 1986, as amended, or any
successor Law.

"Combined Value" means the sum of (i) the Issue Price plus (ii) the
purchase price paid by the buyer under the Purchase and Sale Agreement plus
(iii) $119 million.

"Commitment" means (a) options, warrants, convertible securities,
exchangeable securities, subscription rights, conversion rights, exchange rights
or other contracts that could require a Person to issue any of its Equity
Interests or to sell any Equity Interest it owns in another Person; (b) any
other securities convertible into, exchangeable or exercisable for, or
representing the right to subscribe for any Equity Interest of a Person or owned
by a Person; (c) statutory pre-emptive rights or pre-emptive rights granted
under a Person's Organizational Documents; and (d) stock appreciation rights,
phantom stock, profit participation, or other similar rights with respect to a
Person.

"Common Units" has the meaning set forth in the Recitals.
"Contributor" has the meaning set forth in the preface.

"Contributor Indemnitees" means, collectively, the Contributor and its
Affiliates and each of their respective officers (or Persons performing similar
functions), directors (or Persons performing similar functions), employees,
agents, and representatives.

"Contributor Party" means each of (i) the Contributor, (ii) El Paso
Corporation, (iii) each Affiliate of the Contributor in which the Contributor
owns (directly or indirectly) an Equity Interest and which is a party to any
Transaction Agreement and (iv) up to and through the Closing, each of the
Acquired Companies.

"Delaware LP Act" means the Delaware Revised Uniform Limited
Partnership Act as in effect on the date of this Agreement and as amended,
restated or replaced from time to time thereafter.

"Disposed Obligations" means all Obligations of the Acquired Companies,
regardless of when such Obligations actually arise or arose, other than the
Subject Indebtedness, existing on the Closing Date and not directly related to
the Acquired Company Assets.

"E1l Paso Corporation" means El1 Paso Corporation, a Delaware
corporation.

"El Paso Group" means, other than members of the Issuer Group, (i) each
Affiliate of E1l Paso Corporation in which El1 Paso Corporation owns (directly or
indirectly) an Equity Interest and (ii) each natural person that is an Affiliate
of any Person described in (i) above solely because of such natural person's
position as an officer (or natural person performing similar



functions), director (or natural person performing similar functions) or other
representative of any Person described in (i) above, but only to the extent that
such natural person is acting in such capacity.

"El Paso Indian Basin" has the meaning set forth in the Recitals.

"El Paso Indian Basin GP Interest" has the meaning set forth in the
Recitals.

"El Paso Indian Basin LP Interest" has the meaning set forth in the
Recitals.

"Encumbrance" means any mortgage, pledge, lien, encumbrance, charge,
security interest, purchase or preferential right, right of first refusal,
option, or other defect in title.

"Environmental Law" and "Environmental Laws" have the meanings set
forth in Section 4(1i).

"Equity Interest" means (a) with respect to a corporation, any and all
shares of capital stock and any Commitments with respect thereto, (b) with
respect to a partnership, limited liability company, trust or similar Person,
any and all units, interests or other partnership, limited liability company,
trust or similar interests, and any Commitments with respect thereto, and (c)
any other direct equity ownership or participation in a Person.

"FTC" has the meaning set forth in Section 3(a)(ii).

"GAAP" means generally accepted accounting principles in the United
States consistently applied.

"General Partner" means El1 Paso Energy Partners Company, a Delaware
corporation and the general partner of the Issuer.

"Governmental Authority" means the United States or any agency thereof
and any state, county, city or other political subdivision, agency, court or
instrumentality.

"Hazardous Substances" means all materials, substances, chemicals, gas
and wastes which are regulated under any Environmental Law or which may form the
basis for liability under any Environmental Law.

"Holding LLC" has the meaning set forth in the Recitals.
"Holding LLC Interest" has the meaning set forth in the Recitals.

"Indebtedness" means, with respect to any Person, to the extent not
classified as a current liability, on a consolidated basis, all Obligations of
the Person to other Persons for (a) borrowed money, (b) any capital lease
Obligation, (c) any Obligation (whether fixed or contingent) to reimburse any
bank or other Person in respect of amounts paid or payable under a standby
letter of credit, (d) any guarantee with respect to indebtedness (of the kind
otherwise described in this definition) of any Person and (e) any liability,
indebtedness or other Obligation of the Person.



"Indemnified Party" has the meaning set forth in Section 8(d).
"Indemnifying Party" has the meaning set forth in Section 8(d).
"Indian Basin" has the meaning set forth in the Recitals.

"Indian Basin Cotenancy Interest" has the meaning set forth in the
Recitals.

"Issue Price" means $6,000,000 plus (i) the amount, if any, by which
the total of the Issue Price Increases exceeds the total of the Issue Price
Decreases, or minus (ii) the amount, if any, by which the total of the Issue
Price Decreases exceeds the total of the Issue Price Increases.

"Issue Price Adjustment Date" means immediately after the close of
business on March 31, 2002.

"Issue Price Decreases" means, without duplication, the following: (1)
100% of the amount, if any, of negative Working Capital of the Acquired
Companies as of the Issue Price Adjustment Date, as determined and calculated in
accordance with GAAP; (ii) 100% of the amount, if any, of all of the
consolidated Indebtedness (other than (a) Subject Indebtedness and (b)
Indebtedness otherwise included in Working Capital) of the Acquired Companies as
of the Issue Price Adjustment Date; and (iii) 100% of the amount, if any, of all
dividends and/or distributions made by any Acquired Company (other than
dividends and/or distributions made by E1 Paso Indian Basin to Holding LLC), if
any, between the Issue Price Adjustment Date and the Closing Date.

"Issue Price Increases'" means, without duplication, 100% of the amount,
if any, of positive Working Capital of the Acquired Companies as of the Issue
Price Adjustment Date, as determined and calculated in accordance with GAAP.

"Issuer" has the meaning set forth in the preface.

"Issuer Group" means (i) the General Partner, (ii) the Issuer, (iii)
each Affiliate of the Issuer in which the Issuer owns (directly or indirectly)
an Equity Interest and (iv) each natural person that is an Affiliate of any
Person described in (i) -- (iii) above solely because of such natural person's
position as an officer (or person performing similar functions), director (or
person performing similar functions) or other representative of any Person
described in (i) -- (iii) above, but only to the extent that such natural person
is acting in such capacity.

"Issuer Indemnitees" means, collectively, the Issuer and its Affiliates
and each of their respective officers (or persons performing similar functions),
directors (or persons performing similar functions), employees, agents and
representatives to the extent acting in such capacity.

"Issuer Party" means each of (i) the Issuer, (ii) each Affiliate of the
Issuer in which the Issuer owns (directly or indirectly) an Equity Interest and
which is a party to any Transaction Agreement, and (iii) immediately after the
Closing, each of the Acquired Companies.



"Knowledge": an individual shall be deemed to have "Knowledge" of a
particular fact or other matter if such individual is consciously aware of such
fact or other matter at the time of determination. A Person other than a natural
person shall be deemed to have "Knowledge" of a particular fact or other matter
if (i) any natural person who is serving as a director, executive officer,
partner, member, executor, or trustee of such Person (or in any similar
capacity) or (ii) any employee (or any natural person serving in a similar
capacity) who is charged with the ultimate responsibility for a particular area
of such Person's operations (e.g., the manager of the environmental section with
respect to knowledge of environmental matters), at the time of determination
had, Knowledge of such fact or other matter.

"Law" means any statute, code, regulation, rule, injunction, judgment,
order, decree, ruling, charge, or other restriction of any applicable
Governmental Authority.

"Legal Right" means the legal authority and right (without risk of
liability, criminal, civil or otherwise), such that the contemplated conduct
would not, to the extent arising from, related to or in any way connected with
any Acquired Company or Indian Basin (including under any Organizational
Documents thereof or any contract, agreement or arrangement related thereto)
constitute a violation, termination or breach of, or require any payment under
or cause or permit any termination under, any contract or agreement;
arrangement; applicable Law; fiduciary, quasi-fiduciary or similar duty; or any
other obligation of or by any Acquired Company or Indian Basin.

"Market Price" means the average of the closing sales prices of the
Common Units as reported on the New York Stock Exchange for the ten trading days
ending two business days before the Closing Date or, in the case of an
indemnification payment by the Issuer hereunder, the date the Issuer is notified
by the Contributor of such indemnification obligation.

"Material Adverse Effect" means any change or effect relating to the
Acquired Company Equity Interests, the Acquired Company Assets or the
businesses, operations (financial or otherwise) and properties of the Acquired
Companies or the Acquired Company Assets taken as a whole, that, individually or
in the aggregate with other changes or effects, materially and adversely effects
the value of the Acquired Company Equity Interests, provided that in determining
whether a Material Adverse Effect has occurred, changes or effects relating to
(i) the natural gas pipeline, treating and processing industry generally
(including the price of natural gas and the costs associated with the drilling
and/or production of natural gas), (ii) United States or global economic
conditions or financial markets in general, or (iii) the transactions
contemplated by this Agreement, shall not be considered.

"Obligations" means duties, liabilities and obligations, whether
vested, absolute or contingent, known or unknown, asserted or unasserted,
accrued or unaccrued, liquidated or unliquidated, due or to become due, and
whether contractual, statutory or otherwise.

"Ordinary Course of Business" means the ordinary course of business
consistent with the applicable Person's past custom and practice (including with
respect to quantity and frequency).



"Organizational Documents" means the articles of incorporation,
certificate of incorporation, charter, bylaws, articles or certificate of
formation, regulations, operating agreement, certificate of limited partnership,
partnership agreement, and all other similar documents, instruments or
certificates executed, adopted, or filed in connection with the creation,
formation, or organization of a Person, including any amendments thereto.

"Parent Guaranty" means the performance guaranty in the form of
Exhibit D.

"Party" and "Parties" have the meanings set forth in the preface.

"Permitted Encumbrances" means any of the following: (i) any liens for
Taxes and assessments not yet delinquent or, if delinquent, that are being
contested in good faith in the Ordinary Course of Business, provided that
adequate reserve accounts have been established in accordance with GAAP; (ii)
inchoate, mechanic's, materialmen's, and similar liens; (iii) any inchoate liens
or other Encumbrances created pursuant to (1) any operating, farmout,
construction, operation and maintenance, co-owners, cotenancy, lease or similar
agreements listed on Schedule 1(b) for which amounts are not due or (2) the
Organizational Documents of any of the Acquired Companies or Indian Basin for
which amounts are not due; and (iv) easements, rights-of-way, restrictions and
other similar encumbrances incurred in the Ordinary Course of Business which, in
the aggregate, are not substantial in amount and which do not in any case
materially detract from the value of the property subject thereto as it is
currently being used or materially interfere with the ordinary conduct of the
business.

"Person" means an individual or entity, including any partnership,
corporation, association, joint stock company, trust, joint venture, limited
liability company, unincorporated organization, or Governmental Authority (or
any department, agency or political subdivision thereof).

"Post-Closing Tax Period" means any Tax period beginning after the
Closing Date.

"Post-Closing Tax Return" means any Tax Return that is required to be
filed for any of the Acquired Companies with respect to a Post-Closing Tax
Period.

"Pre-Closing Tax Period" means any Tax periods or portions thereof
ending on or before the Closing Date.

"Pre-Closing Tax Return" means any Tax Return that is required to be
filed for any Acquired Company with respect to a Pre-Closing Tax Period.

"Preferential Rights" has the meaning set forth in Section 4(j).

"Prime Rate" means the prime rate reported in the Wall Street Journal
at the time such rate must be determined under the terms of this Agreement.

"Proposed Closing Statement" has the meaning set forth in Section 2(d).



"Purchase and Sale Agreement" means the Purchase, Sale and Merger
Agreement dated the date of this Agreement between E1 Paso Tennessee Pipeline
Co. and E1 Paso Energy Partners, L.P.

"Records" has the meaning set forth in Section 6(d).
"Relevant Assets" means the Acquired Company Assets and Indian Basin.

"Reorganization Transactions" means the transactions described on
Schedule 1(c).

"Rights of Way" has the meaning set forth in Section 4(g).

"Securities Act" means the Securities Act of 1933, as amended from time
to time.

"Securities Exchange Act" means the Securities Exchange Act of 1934, as
amended from time to time.

"Straddle Period" means a Tax period or year commencing before and
ending after the Closing Date.

"Straddle Return" means a Tax Return for a Straddle Period.
"Subject Indebtedness" means the Obligations described on Exhibit B.

"Subject Insurance Policies" means those material policies of
insurance, the current policies of which are listed on Schedule 1(a), which the
Contributor or any of its Affiliates maintain covering any Acquired Company
Assets, any Acquired Company or Indian Basin with respect to its assets and
operations.

"Subject Units" means that number of Common Units to be issued to the
Contributor (or its designee) pursuant to the terms and conditions of this
Agreement, which number shall be determined by dividing (i) the Issue Price by
(ii) the Market Price.

"Tax" or "Taxes" means any federal, state, local, or foreign income,
gross receipts, license, payroll, employment, excise, severance, stamp,
occupation, premium, windfall profits, environmental (including taxes under Code
Section 59A), custom duties, capital stock, franchise, profits, withholding,
social security (or similar excises), unemployment, disability, ad valorem, real
property, personal property, sales, use, transfer, registration, value added,
alternative or add-on minimum, estimated, or other tax of any kind whatsoever,
including any interest, penalty or addition thereto, whether disputed or not.

"Tax Records" means all Tax Returns and Tax-related work papers
relating to any Acquired Company.

"Tax Return" means any return, declaration, report, claim for refund,
or information return or statement relating to Taxes, including any schedule or
attachment thereto, and including any amendment thereof.



"Third Party Claim" has the meaning set forth in Section 8(d).

"Transaction Agreements" means this Agreement, the Assigned Equity
Interests Assignment, the Parent Guaranty, the Purchase and Sale Agreement and
all other agreements, documents, certificates or instruments executed and
delivered in connection with the transactions contemplated herein.

"Working Capital" means current assets less current liabilities.
2. The Transactions.

(a) Contribution. Subject to the terms and conditions of this
Agreement, the Contributor agrees to contribute the Assigned Equity Interests to
the Issuer, and the Issuer agrees to issue the Subject Units to the Contributor
or its designee.

(b) The Closing. The closing of the transactions contemplated
by this Agreement (the "Closing") shall take place at the offices of the
Contributor, commencing at 10:00 a.m., local time, on the last business day of
the month in which the satisfaction or waiver of all conditions to the
obligations of the Parties to consummate the transactions contemplated hereby
has occurred (other than conditions with respect to actions each Party shall
take at the Closing itself) or such other date as the Parties may mutually
determine (the "Closing Date").

(c) Deliveries at the Closing. At the Closing, (i) the
Contributor shall deliver to the Issuer the various certificates, instruments,
and documents referred to in Sections 7(a) and 9(o); (ii) the Issuer shall
deliver to the Contributor the various certificates, instruments, and documents
referred to in Section 7(b); (iii) the Contributor shall execute and deliver the
Assigned Equity Interests Assignment; (iv) the Contributor shall cause E1l Paso
Corporation to execute and deliver to the Issuer the Parent Guaranty; and (V)
the Parties shall execute and/or deliver, or cause to be executed and/or
delivered, each other Transaction Agreement. The Issuer shall deliver to the
Contributor, either on the Closing Date or as soon as practicable thereafter,
the Subject Units,

(d) Proposed Closing Statement and Post-Closing Adjustment

(i) At least three business days prior to the Closing
Date, the Contributor shall cause to be prepared and delivered
to the Issuer a statement (the "Proposed Closing Statement"),
as prepared and determined in accordance with GAAP to the
extent applicable, setting forth the Contributor's good faith
estimate, including reasonable detail, of the Issue Price. As
soon as practicable, but in any event no later than 60 days
following the Closing Date, the Contributor shall cause to be
prepared and delivered to the Issuer a statement, including
reasonable detail, of the actual Issue Price (such statement,
as it may be adjusted pursuant to Section 2(d)(ii), the
"Closing Statement").

(ii) Upon receipt of the Closing Statement, the
Issuer and the Issuer's independent accountants shall be
permitted during the succeeding 30-day period to examine the
work papers used or generated in connection with the
preparation of the Closing Statement and such other documents
as the Issuer may reasonably



request in connection with its review of the Closing
Statement. Within 30 days of receipt of the Closing Statement,
the Issuer shall deliver to the Contributor a written
statement describing in reasonable detail its objections (if
any) to any amounts or items set forth on the Closing
Statement. If the Issuer does not raise objections within such
period, then, the Closing Statement shall become final and
binding upon all Parties at the end of such period. If the
Issuer raises objections, the Parties shall negotiate in good
faith to resolve any such objections. If the Parties are
unable to resolve any disputed item within 60 days after the
Issuer's receipt of the Closing Statement, any such disputed
item shall be submitted to a nationally recognized independent
accounting firm mutually agreeable to the Parties who shall be
instructed to resolve such disputed item within 30 days. The
resolution of disputes by the accounting firm so selected
shall be set forth in writing and shall be conclusive, binding
and non-appealable upon the Parties and the Closing Statement
shall become final and binding upon the date of such
resolution. The fees and expenses of such accounting firm
shall be paid one-half by the Issuer and one-half by the
Contributor.

(iii) If the Issue Price as set forth on the Closing
Statement exceeds the estimated Issue Price as set forth on
the Proposed Closing Statement, the Issuer shall pay the
Contributor the amount of such excess in Common Units based on
the Market Price on the date of Closing. If the estimated
Issue Price as set forth on the Proposed Closing Statement
exceeds the Issue Price as set forth on the Closing Statement,
the Contributor shall pay to the Issuer (or its designee) the
amount of such excess in cash. After giving effect to the
foregoing adjustments, any amount to be paid by the Issuer to
the Contributor, or to be paid by the Contributor to the
Issuer, as the case may be, shall be paid in the manner and
with interest as provided in Section 2(d)(iv) at a mutually
convenient time and place within five business days after the
later of acceptance of the Closing Statement or the resolution
of the Issuer's objections thereto pursuant to Section
2(d)(ii).

(iv) Any cash payments pursuant to this Section 2(d)
shall be made by causing such payments to be credited in
immediately available funds to such account of the Issuer as
may be designated by the Issuer. If any cash payment is being
made after the fifth business day referred to in Section
2(d)(iii), the amount of the payment to be made pursuant to
this Section 2(d) shall bear interest from and including such
fifth business day to, but excluding, the date of payment at a
rate per annum equal to the Prime Rate plus two percent. Such
interest shall be payable at the same time as the payment to
which it relates and shall be calculated on the basis of a
year of 365 days and the actual number of days for which due.

(v) The Issuer shall cooperate in the preparation of
the Closing Statement, including providing customary
certifications to the Contributor, and, if requested, to the
Contributor's independent accountants or the accounting firm
selected by mutual agreement of the Parties pursuant to
Section 2(d)(ii).
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(vi) Except as set forth in Section 2(d)(ii), each
Party shall bear its own expenses incurred in connection with
the preparation and review of the Closing Statement.

3. Representations and Warranties Concerning the Transaction.

(a) Representations and Warranties of the Contributor. The
Contributor hereby represents and warrants to the Issuer as follows (provided,
however, that any representation or warranty given in this Section 3(a) with
respect to Indian Basin shall be deemed to be made to the Seller's Knowledge):

(i) organization and Good Standing. The Contributor
is an entity duly organized, validly existing, and in good
standing under the Laws of the state of Delaware. The
Contributor is in good standing under the Laws of the state of
Texas and each other jurisdiction which requires such
gqualification, except where the lack of such qualification
would not have a Material Adverse Effect.

(ii) Authorization of Transaction. Each Contributor
Party has full power and authority (including full entity
power and authority) to execute and deliver each Transaction
Agreement to which such Contributor Party is a party and to
perform its obligations thereunder. Each Transaction Agreement
to which any Contributor Party is a party constitutes the
valid and legally binding obligation of such Contributor
Party, enforceable against such Contributor Party in
accordance with its terms and conditions, subject, however, to
the effects of bankruptcy, insolvency, reorganization,
moratorium or similar Laws affecting creditors' rights
generally, and to general principles of equity (regardless of
whether such enforceability is considered in a proceeding in
equity or at law). Except as set forth on Schedule 3(a)(ii),
no Contributor Party need give any notice to, make any filing
with, or obtain any authorization, consent, or approval of any
Governmental Authority or any other Person in order to
consummate the transactions contemplated by this Agreement or
any other Transaction Document to which such Contributor Party
is a party, except for the prior approval of the Federal Trade
Commission ("FTC"), if applicable.

(iii) Noncontravention. Except for prior approval of
the FTC (if applicable) and filings specified in Schedule
3(a)(ii) or as set forth in Schedule 3(a)(iii), neither the
execution and delivery of any Transaction Agreement, nor the
consummation of any of the transactions contemplated thereby,
shall (A) violate any statute, regulation, rule, injunction,
judgment, order, decree, ruling, charge, or other restriction
of any Governmental Authority to which any Contributor Party
is subject or any provision of its Organizational Documents or
(B) conflict with, result in a breach of, constitute a default
under, result in the acceleration of, create in any Person the
right to accelerate, terminate, modify, or cancel, or require
any notice under any agreement, contract, lease, license,
instrument, or other arrangement to which any Contributor
Party is a party or by which it is bound or to which any of
its assets or any of the Relevant Assets is subject, except
for such
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hereby represents

violations, defaults, breaches, or other occurrences that do
not, individually or in the aggregate, have a material adverse
effect on the ability of the Contributor or any other
Contributor Party to consummate the transactions contemplated
by such Transaction Agreement.

(iv) Brokers' Fees. No Contributor Party has any
liability or obligation to pay any fees or commissions to any
broker, finder, or agent with respect to the transactions
contemplated by this Agreement for which the Issuer could
become liable or obligated.

(v) Investment. The Contributor is not acquiring the
Subject Units with a view to or for sale in connection with
any distribution thereof or any other security related thereto
within the meaning of the Securities Act. The Contributor is
familiar with investments of the nature of the Subject Units,
understands that this investment involves substantial risks,
has adequately investigated the Subject Units, and has
substantial knowledge and experience in financial and business
matters such that it is capable of evaluating, and has
evaluated, the merits and risks inherent in purchasing the
Subject Units, and is able to bear the economic risks of such
investment. The Contributor has had the opportunity to visit
with the Issuer and meet with its representative officers and
other representatives to discuss the Issuer's business,
assets, liabilities, financial condition, and operations, has
received all materials, documents and other information that
the Contributor deems necessary or advisable to evaluate the
Subject Units, and has made its own independent examination,
investigation, analysis and evaluation of the Issuer,
including its own estimate of the value of the Subject Units.
The Contributor has undertaken such due diligence (including a
review of the Issuer's assets, properties, liabilities, books,
records and contracts) as the Contributor deems adequate.

(b) Representations and Warranties of the Issuer. The Issuer
and warrants to the Contributor as follows:

(i) Organization of the Issuer. Each Issuer Party is
a limited liability company, limited partnership or
corporation duly organized, validly existing, and in good
standing under the Laws of the state of Delaware. Each Issuer
Party is in good standing under the Laws of the state of Texas
and each other jurisdiction which requires such qualification,
except where the lack of such qualification would not have a
Material Adverse Effect.

(ii) Authorization of Transaction. Each Issuer Party
has full power and authority (including full entity power and
authority) to execute and deliver each Transaction Agreement
to which it is a party and to perform its obligations
thereunder. Each Transaction Agreement to which such Issuer
Party is a party constitutes the valid and legally binding
obligation of such Issuer Party, enforceable against such
Issuer Party in accordance with its terms and conditions,
subject, however, to the effects of bankruptcy, insolvency,
reorganization,
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moratorium or similar Laws affecting creditors' rights
generally, and to general principles of equity (regardless of
whether such enforceability is considered in a proceeding in
equity or at law). Except as set forth on Schedule 3(b)(ii),
no Issuer Party needs to give any notice to, make any filing
with, or obtain any authorization, consent, or approval of any
Governmental Authority or any other Person in order to
consummate the transactions contemplated by this Agreement or
any other Transaction Document, except for the prior approval
of the FTC, if applicable.

(iii) Noncontravention. Except for the prior approval
of the FTC (if applicable) and filings specified in Schedule
3(b)(ii) or as set forth in Schedule 3(b)(iii), neither the
execution and delivery of any Transaction Agreement to which
any Issuer Party is a party, nor the consummation of any of
the transactions contemplated thereby, shall (A) violate any
statute, regulation, rule, injunction, judgment, order,
decree, ruling, charge, or other restriction of any
Governmental Authority to which such Issuer Party is subject
or any provision of its Organizational Documents or (B)
conflict with, result in a breach of, constitute a default
under, result in the acceleration of, create in any Person the
right to accelerate, terminate, modify, or cancel, or require
any notice, approval or consent under any agreement, contract,
lease, license, instrument, or other arrangement to which any
Issuer Party is a party or by which it is bound or to which
any of its assets is subject, except for such violations,
defaults, breaches, or other occurrences that do not,
individually or in the aggregate, have a material adverse
effect on the ability of any Issuer Party to consummate the
transactions contemplated by such Transaction Agreement.

(iv) Brokers' Fees. No Issuer Party has any liability
or obligation to pay any fees or commissions to any broker,
finder, or agent with respect to the transactions contemplated
by this Agreement for which the Contributor could become
liable or obligated.

(v) Investment. The Issuer is not acquiring the
Acquired Company Equity Interests or the Acquired Company
Assets with a view to or for sale in connection with any
distribution thereof or any other security related thereto
within the meaning of the Securities Act. The Issuer is
familiar with investments of the nature of the Acquired
Company Equity Interests and the Acquired Company Assets,
understands that this investment involves substantial risks,
has adequately investigated the Acquired Company Equity
Interests and the Acquired Company Assets, and has substantial
knowledge and experience in financial and business matters
such that it is capable of evaluating, and has evaluated, the
merits and risks inherent in purchasing the Acquired Company
Equity Interests and the Acquired Company Assets, and is able
to bear the economic risks of such investment. The Issuer has
had the opportunity to visit with the Contributor and its
applicable Affiliates and meet with their representative
officers and other representatives to discuss the business,
assets, liabilities, financial condition, and operations of
the Acquired Companies and the Acquired Company Assets, has
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received all materials, documents and other information that
the Issuer deems necessary or advisable to evaluate the
Acquired Company Equity Interests and the Acquired Company
Assets, and has made its own independent examination,
investigation, analysis and evaluation of the Acquired
Companies, including its own estimate of the value of the
Acquired Company Equity Interests and the Acquired Company
Assets. The Issuer has undertaken such due diligence
(including a review of the assets, properties, liabilities,
books, records and contracts of the Acquired Companies and the
Acquired Company Assets) as the Issuer deems adequate.

(vi) Subject Units. The issuance of the Subject Units
by the Issuer has been duly authorized and approved by all
requisite partnership action, and such Subject Units shall,
when issued in consideration for the contribution by the
Contributor of the Assigned Equity Interests pursuant to this
Agreement, be validly issued, fully paid and (except as set
forth in Sections 17-303(a) and 17-607 of the Delaware LP Act)
non-assessable.

(vii) Taxes. To the knowledge of each Issuer Party,
the Issuer has (i) duly filed all material Tax Returns
required to be filed by or with respect to the Issuer or its
assets or operations with the Internal Revenue Service or
other applicable taxing authority, (ii) paid, or adequately
reserved against, all Taxes due or claimed due by a taxing
authority from or with respect to the Issuer or its assets or
operations and (iii) made all material deposits required with
respect to Taxes. To the knowledge of each Issuer Party, there
has been no material issue raised or material adjustment
proposed (and none is pending) by the Internal Revenue Service
or any other taxing authority in connection with any Tax
Returns relating to the assets or operations of the Issuer,
and no waiver or extension of any statute of limitations as to
any federal, state, local or foreign tax matter relating to
the assets or operations of the Issuer has been given by or
requested from the Issuer with respect to any Tax year.

4. Representations and Warranties Concerning the Acquired Company
Equity Interests, Acquired Companies and Relevant Assets. The Contributor hereby
represents and warrants to the Issuer as follows (provided, however, that any
representation or warranty given in this Section 4 with respect to Indian Basin
shall be deemed to be made to the Seller's Knowledge):

(a) Organization, Qualification, and Company Power. (x) Each
of the Acquired Companies and the Contributor Parties is a limited liability
company, partnership (limited or general) or corporation duly organized, validly
existing, and in good standing under the Laws of the state of Delaware; (y) is
in good standing under the Laws of the state of Texas and each other
jurisdiction which requires qualification, except where the lack of such
qualification would not have a Material Adverse Effect; and (z) has full power
and authority to carry on the businesses in which it is engaged and to own and
use the properties owned and used by it.
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(b) Noncontravention. Except for the need to obtain prior
approval of the FTC or as set forth in Schedule 4(b), neither the execution and
delivery of any Transaction Agreement to which any Contributor Party is a party,
nor the consummation of any of the transactions contemplated thereby, shall (i)
violate any statute, regulation, rule, injunction, judgment, order, decree,
ruling, charge, or other restriction of any Governmental Authority to which any
Acquired Company or any of the Acquired Company Assets is subject or any
provision of the Organizational Documents of any Contributor Party or any
Acquired Company or (ii) conflict with, result in a breach of, constitute a
default under, result in the acceleration of, create in any party the right to
accelerate, terminate, modify, or cancel, require any notice or trigger any
rights to payment or other compensation, or result in the imposition of any
Encumbrance on any of the Acquired Company Equity Interests or the Acquired
Company Assets under, any agreement, contract, lease, license, instrument, or
other arrangement to which any Acquired Company or any of the Acquired Company
Assets is subject, except where the violation, conflict, breach, default,
acceleration, termination, modification, cancellation, failure to give notice,
right to payment or other compensation, or Encumbrance would not have a Material
Adverse Effect, or would not materially adversely affect the ability of any
Contributor Party to consummate the transactions contemplated by such
Transaction Agreement.

(c) Title to and Condition of Assets.

(1) The Acquired Companies have good, marketable and
indefeasible title to all of the Acquired Company Assets in
each case free and clear of all Encumbrances, except for (a)
Permitted Encumbrances and (b) Encumbrances disclosed in
Schedule 4(c)(i). The principal assets constituting Indian
Basin are described on Exhibit A. The operations of the
Acquired Company Assets are the only operations of the
Acquired Companies.

(ii) To the Contributor's Knowledge, except as
disclosed in Schedule 4(c)(ii), the Relevant Assets are in
good operating condition and repair (normal wear and tear
excepted), are free from defects (patent and latent), are
suitable for the purposes for which they are currently used
and are not in need of maintenance or repairs except for
ordinary routine maintenance and repairs.

(iii) Capitalization of the Acquired Companies. The
capitalization of the Acquired Companies is as follows:

(A) The Holding LLC Interest constitutes all
of the Equity Interests of Holding LLC. The
Contributor owns (beneficially and of record) 100% of
the Holding LLC Interest.

(B) The E1 Paso Indian Basin GP Interest and
the E1 Paso Indian Basin LP Interest constitute all
of the Equity Interests of E1l Paso Indian Basin. The
Contributor owns (beneficially and of record) 100% of
the E1 Paso Indian Basin LP Interest. Holding LLC
owns (beneficially and of record) 100% of the E1 Paso
Indian Basin GP Interest.
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(C) The Contributor beneficially owns
directly or indirectly 100% of the Contributor
Parties other than E1 Paso Corporation. The
Contributor beneficially owns directly or indirectly
100% of the Acquired Company Equity Interests, which
includes 100% of the Equity Interests in the Acquired
Companies. All of the Acquired Company Equity
Interests are uncertificated. The Acquired Company
Equity Interests constitute 100% of the issued and
outstanding Equity Interests of the Acquired
Companies and have been duly authorized, and are
validly issued and fully paid and (except (i) with
respect to general partnership interests and (ii) as
set forth in Sections 17-303(a) and 17-607 of the
Delaware LP Act with respect to limited partnership
interests) non-assessable. Except to the extent
created under the Securities Act, state securities
Laws, limited liability company Laws, limited
partnership Laws and general corporation Laws of the
Acquired Companies' jurisdiction of formation, and as
created by the Acquired Companies' Organizational
Documents, (x) the Acquired Company Equity Interests
are held as set forth above, free and clear of any
Encumbrances and (y) there are no Commitments with
respect to any Equity Interest of any Acquired
Company. No Contributor Party is party to any voting
trusts, proxies, or other agreements or
understandings with respect to voting any Equity
Interest of any Acquired Company.

(D) After the consummation of the
transactions contemplated in this Agreement, the
Issuer shall own, directly or indirectly, 100% of the
Acquired Company Equity Interests, which includes
100% of the Equity Interests in the Acquired
Companies and 100% of the Acquired Company Assets.

(iv) Acquired Company Ownership. No Acquired Company
owns an Equity Interest in any Person, except as set forth in
Section 4(c)(iii). There are no Commitments with respect to an
Equity Interest in any Acquired Company. The Acquired
Companies own no other assets other than the Acquired Company
Assets, and have no operations or Obligations other than the
Subject Indebtedness and those directly related to the
Acquired Company Assets.

(v) Encumbrances for Borrowed Money. Except as set
forth on Schedule 4(c)(v), there are no borrowings, loan
agreements, promissory notes, pledges, mortgages, guaranties,
liens and similar liabilities (direct or indirect), or
Encumbrances which are secured by or constitute an Encumbrance
on the Relevant Assets.

(vi) Ownership and Operation of Indian Basin.
(A) The Acquired Companies' ownership

interest in Indian Basin is the Indian Basin
Cotenancy Interest.
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(B) [Intentionally omitted.]

(C) Except to the extent created under the
Securities Act, state securities Laws, limited
liability company Laws and general corporation Laws
of the Acquired Companies' jurisdiction of formation,
and as created by the Acquired Companies'
Organizational Documents, (x) the Indian Basin
Cotenancy Interest is held as set forth above, free
and clear of any Encumbrances and (y) there are no
Commitments with respect to the Indian Basin
Cotenancy Interest. No Contributor Party is party to
any voting trusts, proxies, or other agreements or
understandings with respect to voting the Indian
Basin Cotenancy Interest.

(d) Material Change. Except for the Reorganization
Transactions and as set forth in Schedule 4(d), since December 31, 2001:

(i) there has not been any Material Adverse Effect;

(ii) the Relevant Assets have been operated and
maintained in the Ordinary Course of Business;

(iii) to the Contributor's Knowledge, there has not
been any material damage, destruction or loss to any material
portion of the Relevant Assets, whether or not covered by
insurance;

(iv) there has been no purchase, sale or lease of any
material asset included in the Relevant Assets;

(v) there has been no actual, pending, or to the
Contributor's Knowledge, threatened change affecting the
Relevant Assets with any customers, licensors, suppliers,
distributors or sales representatives of any Contributor
Party, except for changes that do not have a Material Adverse
Effect;

(vi) there has been no (x) amendment or modification
in any material respect to any Acquired Company Contract or
any other contract or agreement material to the Relevant
Assets, or (y) termination of any Acquired Company Contract or
any other contract or agreement material to the Relevant
Assets before the expiration of the term thereof other than to
the extent any such material contract or agreement terminated
pursuant to its terms in the Ordinary Course of Business; and

(vii) there is no contract, commitment or agreement

to do any of the foregoing, except as expressly permitted
hereby.
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(e) Legal Compliance. Each Contributor Party, with respect to
the Relevant Assets and the Acquired Companies, has complied with all applicable
Laws of all Governmental Authorities, except where the failure to comply would
not have a Material Adverse Effect. The Contributor makes no representations or
warranties in this Section 4(e) with respect to Taxes or Environmental Laws, for
which the sole representations and warranties of the Contributor are set forth
in Sections 4(f) and 4(i), respectively.

(f) Tax Matters. Except as set forth in Schedule 4(f) or as
would not have a Material Adverse Effect, the Contributor, its Affiliates and
the Acquired Companies have filed all Tax Returns with respect to the Relevant
Assets that they were required to file and such Tax Returns are accurate in all
material respects. All Taxes shown as due by any Acquired Company or with
respect to the Relevant Assets on any such Tax Returns have been paid.

(g) Contracts and Commitments. Schedule 4(g)(i) contains a
list of all the contracts, agreements, licenses, permits and other documents and
instruments to which any Acquired Company is a party or otherwise constituting
part of the Acquired Company Assets (the "Acquired Company Contracts"), and each
such Acquired Company Contract is in full force and effect, except where the
failure to be in full force and effect would not have a Material Adverse Effect.
Schedule 4(g)(ii) contains a list of all rights-of-way constituting part of the
Acquired Company Assets (the "Rights of Way"). The Acquired Company Contracts,
together with the Rights of Way, constitute all of the contracts, agreements,
rights of way, licenses, permits, and other documents and instruments necessary
for the operation and business of the Relevant Assets consistent with applicable
Laws and prior operation. The Contributor Parties have performed all material
obligations required to be performed by them to date under the Acquired Company
Contracts and the Rights of Way, and are not in default under any material
obligation of any such contract or right-of-way, except when such default would
not have a Material Adverse Effect. To the Contributor's Knowledge, no other
party to any Acquired Company Contract is in default thereunder.

(h) Litigation.

(1) Schedule 4(h) sets forth each instance in which
any Acquired Company or any of the Relevant Assets (A) is
subject to any outstanding injunction, judgment, order,
decree, ruling, or charge or (B) is the subject of any action,
suit, proceeding, hearing, or investigation of, in, or before
any court or quasi-judicial or administrative agency of any
federal, state, local, or foreign jurisdiction, or is the
subject of any pending or, to the Contributor's Knowledge,
threatened claim, demand, or notice of violation or liability
from any Person, except where any of the foregoing would not
have a Material Adverse Effect.

(ii) No Contributor Party has Knowledge of any Basis
for any present or future injunction, judgment, order, decree,
ruling, or charge or action, suit, proceeding, hearing, or
investigation of, in, or before any court or quasi-judicial or
administrative agency of any federal, state, local, or foreign
jurisdiction, against any of them giving rise to any
Obligation to which any Acquired Company would be subject.
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Schedule 4(1i):

(i) Environmental Matters. Except as set forth in

(i) The Contributor, with respect to the Relevant
Assets, has been in compliance with all applicable local,
state, and federal laws, rules, regulations, and orders
regulating or otherwise pertaining to (a) the use, generation,
migration, storage, removal, treatment, remedy, discharge,
release, transportation, disposal, or cleanup of pollutants,
contamination, hazardous wastes, hazardous substances,
hazardous materials, toxic substances or toxic pollutants, (b)
surface waters, ground waters, ambient air and any other
environmental medium on or off any Lease or (c) the
environment or health and safety-related matters; including
the following as from time to time amended and all others
whether similar or dissimilar: the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980, as amended
by the Superfund Amendments and Reauthorization Act of 1986
("CERCLA"), the Resource Conservation and Recovery Act of
1976, as amended by the Used 0il Recycling Act of 1980, the
Solid Waste Disposal Act Amendments of 1980, and the Hazardous
and Solid waste Amendments of 1984, the Hazardous Materials
Transportation Act, as amended, the Toxic Substance Control
Act, as amended, the Clean Air Act, as amended, the Clean
Water Act, as amended, and all regulations promulgated
pursuant thereto (collectively, the "Environmental Laws" and
individually an "Environmental Law"), except for such
instances of noncompliance that individually or in the
aggregate do not have a Material Adverse Effect.

(ii) The Contributor has obtained all permits,
licenses, franchises, authorities, consents, registrations,
orders, certificates, waivers, exceptions, variances and
approvals, and have made all filings, paid all fees, and
maintained all material information, documentation, and
records, as necessary under applicable Environmental Laws for
operating the Relevant Assets and their business as they are
presently operated, and all such permits, licenses,
franchises, authorities, consents, approvals, and filings
remain in full force and effect, except for such matters that
individually or in the aggregate do not have a Material
Adverse Effect. Schedule 4(i)(ii) sets forth a complete list
of all permits, licenses, franchises, authorities, consents,
and approvals, as necessary under applicable Environmental
Laws for operating the Relevant Assets and the Acquired
Companies' businesses as they are presently operated, each of
which is held in the name of the appropriate Contributor Party
as indicated on such schedule.

(iii) Except as would not have a Material Adverse
Effect, (x) there are no pending or threatened claims,
demands, actions, administrative proceedings or lawsuits
against the Contributor with respect to the Relevant Assets
and the Contributor has not received notice of any of the
foregoing and (y) no Acquired Company, and none of the
Relevant Assets, is subject to any outstanding injunction,
judgment, order, decree or ruling under any Environmental
Laws.

(iv) The Contributor has not received any written

notice that the Contributor, with respect to the Relevant
Assets, is or may be a potentially
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responsible party under CERCLA or any analogous state law in
connection with any site actually or allegedly containing or
used for the treatment, storage or disposal of Hazardous
Substances.

(v) All Hazardous Substances or solid wastes
generated, transported, handled, stored, treated or disposed
by, in connection with or as a result of the operation or
possession of the Contributor or the conduct of the
Contributor, have been transported only by carriers
maintaining valid authorizations under applicable
Environmental Laws and treated, stored, disposed of or
otherwise handled only at facilities maintaining valid
authorizations under applicable Environmental Laws and such
carriers and facilities have been and are operating in
compliance with such authorizations and are not the subject of
any existing, pending or threatened action, investigation or
inquiry by any Governmental Authority or other Person in
connection with any of the Environmental Laws.

The Contributor makes no representation or warranty regarding any compliance or
failure to comply with, or any actual or contingent liability under, any
Environmental Law, except as expressly set forth in this Section 4(i). For
purposes of this Section 4(i), each reference to the Contributor or Contributor
Parties shall be deemed to include the Contributor Parties and their Affiliates.

(j) Preferential Purchase Rights. Except as set forth on
Schedule 4(j), there are no preferential purchase rights, options or other
rights held by any Person not a party to this Agreement to purchase or acquire
any or all of the Equity Interest in any Acquired Company, or any of the
Relevant Assets, in whole or in part, that would be triggered or otherwise
affected as a result of the transactions contemplated by this Agreement
("Preferential Rights").

(k) [Intentionally omitted].
(1) Employee Matters. No Acquired Company has any employees.

(m) Prohibited Events. Except for the Reorganization
Transactions, none of the matters described in Section 5(c) have occurred since
June 30, 2001.

(n) Regulatory Matters. No Contributor Party or Acquired
Company is (i) a "holding company," a "subsidiary company" of a "holding
company," an "affiliate" of a "holding company," or a "public utility," as each
such term is defined in the Public Utility Holding Company Act of 1935, as
amended, or (ii) an "investment company" or a company "controlled" by an
"investment company," within the meaning of the Investment Company Act of 1940,
as amended, and the rules and regulations promulgated thereunder. Except as set
forth on Schedule 4(n), none of the Relevant Assets are subject to regulation by
the Federal Energy Regulatory Commission or rate regulation or comprehensive
nondiscriminatory access regulation under any federal laws or the laws of any
state or other local jurisdiction.

(o) Intercompany Transactions. Each outstanding receivable,

payable and other intercompany transaction and arrangement between the
Contributor or any of its Affiliates,
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on the one hand, and any Acquired Company, on the other hand, (including
hydrocarbon imbalances existing on the date of this Agreement) is listed on
Schedule 4(0).

(p) Disclaimer of Representations and Warranties Concerning
Personal Property, Equipment, and Fixtures. The Issuer acknowledges that (a) it
has had and pursuant to this Agreement shall have before Closing access to the
Acquired Companies and the Relevant Assets and the officers and employees of the
Contributor and (b) in making the decision to enter into this Agreement and
consummate the transactions contemplated hereby, the Issuer has relied solely on
the basis of its own independent investigation and upon the express
representations, warranties, covenants, and agreements set forth in this
Agreement and the other Transaction Agreements. Accordingly, the Issuer
acknowledges that, except as expressly set forth in this Agreement, the
Contributor has not made, and THE CONTRIBUTOR MAKES NO AND DISCLAIMS ANY,
REPRESENTATIONS OR WARRANTIES, WHETHER EXPRESS OR IMPLIED, AND WHETHER BY COMMON
LAW, STATUTE, OR OTHERWISE, REGARDING (i) THE QUALITY, CONDITION, OR OPERABILITY
OF ANY PERSONAL PROPERTY, EQUIPMENT, OR FIXTURES, (ii) THEIR MERCHANTABILITY,
(iii) THEIR FITNESS FOR ANY PARTICULAR PURPOSE, (iv) THEIR CONFORMITY TO MODELS,
SAMPLES OF MATERIALS OR MANUFACTURER DESIGN, OR (v) AS TO WHETHER ANY RELEVANT
ASSETS ARE YEAR 2000 COMPLIANT, AND ALL PERSONAL PROPERTY AND EQUIPMENT IS
DELIVERED "AS IS, WHERE IS" IN THE CONDITION IN WHICH THE SAME EXISTS.

5. Pre-Closing Covenants. The Parties agree as follows with respect to
the period between the date of this Agreement and the Closing:

(a) General. The Issuer shall use its Best Efforts to take all
action and to do all things necessary, proper, or advisable in order to
consummate and make effective the transactions contemplated by this Agreement,
including the Contributor's conditions to closing in Section 7(b). The
Contributor shall use its Best Efforts to take all action and to do all things
necessary, proper, or advisable in order to consummate and make effective the
transactions contemplated by this Agreement, including the Issuer's conditions
to closing in Section 7(a).

(b) Notices and Consents. Each of the Parties shall give any
notices to, make any filings with, and use its Best Efforts to obtain any
authorizations, consents, and approvals of Governmental Authorities and third
parties it is required to obtain in connection with the matters referred to in
Sections 3(a)(ii), 3(a)(iii), 3(b)(ii) and 3(b)(iii) including the corresponding
Schedules, so as to permit the Closing to occur not later than 9:00 a.m.
(Houston time) on April 1, 2002. Without limiting the generality of the
foregoing, the Parties agree to work in good faith with the FTC in order to
consummate the transactions contemplated hereby as soon as reasonably
practicable, but in no event later than 9:00 a.m. (Houston time) on April 1,
2002; provided, that, notwithstanding anything to the contrary contained herein,
this sentence shall not obligate the Issuer to divest or hold separate any
assets or enter into any agreement not contemplated by this Agreement or modify
this Agreement.

(c) Operation of Business. The Contributor shall not, without

the consent of the Issuer (which consent shall not be unreasonably withheld or
delayed), except as expressly
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contemplated by this Agreement or as contemplated by Schedule 5(c), cause or (to
the extent any Contributor Party or its Affiliate has the Legal Right) permit
any Acquired Company or Indian Basin to engage in any practice, take any action,
or enter into any transaction outside the Ordinary Course of Business or, with
respect to the Relevant Assets, engage in any practice, take any action, or
enter into any transaction outside the Ordinary Course of Business. Without
limiting the generality of the foregoing, without the consent of the Issuer
(which consent shall not be unreasonably withheld or delayed), except as
expressly contemplated by this Agreement or Schedule 5(c), the Contributor shall
not, and shall not cause or (to the extent any Contributor Party has the Legal
Right) permit any Acquired Company or Indian Basin to, do any of the following:

(i) issue, sell, pledge, dispose of, grant, encumber,
or authorize the issuance, sale, pledge, disposition, or grant
of any Equity Interest of any Acquired Company or any
Commitments with respect to any Equity Interest of any
Acquired Company;

(ii) cause or allow any part of the Acquired Company
Equity Interests or the Relevant Assets to become subject to
an Encumbrance, except for Permitted Encumbrances and other
Encumbrances identified in Section 4(d);

(iii) amend in any material respect any Acquired
Company Contract material to the Relevant Assets, any Acquired
Company or Indian Basin (including Indian Basin's or any
Acquired Company's Organizational Documents) or terminate any
such material contract or agreement before the expiration of
the term thereof other than to the extent any such material
contract or agreement expires in accordance with its terms in
the Ordinary Course of Business;

(iv) except as required by Law, make, change or
revoke any Tax election relevant to any Acquired Company or
Relevant Asset;

(v) (A) acquire (including by merger, consolidation
or acquisition of Equity Interest or assets) any corporation,
partnership, limited liability company or other business
organization or any division thereof or any material amount of
assets; (B) incur any Indebtedness for borrowed money or issue
any debt securities or assume, guarantee, endorse, or
otherwise as an accommodation become responsible for, the
obligations of any Person, or make any loans or advances
except for intercompany borrowing among the Acquired Companies
in the Ordinary Course of Business; (C) sell, lease or
otherwise dispose of any property or assets, other than sales
of goods or services in the Ordinary Course of Business; or
(D) enter into or amend a contract, agreement, commitment, or
arrangement with respect to any matter set forth in this
Section 5(c)(v) or (except for contracts with aggregate
Obligations of the applicable Acquired Company not in excess
of $10,000) otherwise not in the Ordinary Course of Business;
provided that notwithstanding any provision of this Agreement,
if the Issuer expressly consents in writing (x) each Acquired
Company shall be entitled to dividend and/or distribute to its
Equity Interest holders, at any time, and from time to time,
such
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cash generated by such company's business to which such Equity
Interest holder would otherwise be entitled (other than cash
arising from borrowings by such company or sales of assets by
such company outside of the Ordinary Course of Business) so
long as such dividends and/or distributions are reflected as a
Issue Price Decrease, where appropriate, and (y) each Acquired
Company may make or incur capital expenditures in accordance
with the terms of its Organizational Documents and the capital
expenditures budget set forth on Schedule 5(c)(v);

(vi) change any Acquired Company's accounting
practices in any material respect with the exception of any
changes in accounting methodologies that have already been
agreed upon by its Equity Interest holders, consistent with
its Organizational Documents; or

(vii) initiate or settle any litigation, complaint,
rate filing or administrative proceeding.

(d) Intercompany Transactions. All outstanding receivables,
payables and other intercompany transactions and arrangements between the
Contributor or any of its Affiliates, on the one hand, and any Acquired Company,
on the other hand, shall remain in full force and effect through and after the
Closing.

(e) Full Access. To the extent it has the Legal Right, the
Contributor shall permit, and shall cause its Affiliates to permit,
representatives of the Issuer to have full access at all reasonable times, and
in a manner so as not to interfere with the normal business operations of the
Contributor and its Affiliates, to all premises, properties, personnel, books,
records (including Tax records), contracts, and documents of or pertaining to
any Acquired Company or any of the Relevant Assets.

(f) Liens and Encumbrances. Prior to the Closing, the
Contributor shall obtain releases of all liens and other Encumbrances disclosed
in Schedule 4(c)(i), without any post-Closing liability or expense to any
Acquired Company or Acquired Company Asset or any Issuer Party, and shall
provide proof of such releases to the Issuer at the Closing.

6. Post-Closing Covenants. The Parties agree as follows:

(a) General. In case at any time after the Closing any further
action is necessary to carry out the purposes of this Agreement, each of the
Parties shall take such further action (including the execution and delivery of
such further instruments and documents) as the other Party reasonably may
request, all at the sole cost and expense of the requesting Party (unless the
requesting Party is entitled to indemnification therefor under Section 8).

(b) Litigation Support. In the event and for so long as any
Party actively is contesting or defending against any action, suit, proceeding,
hearing, investigation, charge, complaint, claim, or demand in connection with
(i) any transaction contemplated under this Agreement or (ii) any fact,
situation, circumstance, status, condition, activity, practice, plan,
occurrence, event, incident, action, failure to act, or transaction on or before
the Closing Date
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involving any Acquired Company or the Relevant Assets, the other Party shall
cooperate with the contesting or defending Party and its counsel in the defense
or contest, make available its personnel, and provide such testimony and access
to its books and records (other than books and records which are subject to
privilege or to confidentiality restrictions) as shall be necessary in
connection with the defense or contest, all at the sole cost and expense of the
contesting or defending Party (unless the contesting or defending Party is
entitled to indemnification therefor under Section 8).

(c) Surety Bonds; Guarantees. The Issuer agrees to be
substituted as the surety or guarantor of any surety bonds or guarantees issued
by the Contributor or any of its Affiliates in connection with the Acquired
Companies or the Relevant Assets, including the surety bonds and guarantees
listed on Schedule 6(c). The Issuer and the Contributor shall cooperate to
effect all such substitutions and the Issuer shall indemnify and hold the
Contributor harmless from and against any Adverse Consequences arising from the
failure of the Issuer to be so substituted. The Issuer shall use commercially
reasonable efforts to obtain a release of the Contributor from any surety or
guaranty obligations with respect to the Acquired Companies or the Relevant
Assets.

(d) Delivery and Retention of Records. On or promptly after
the Closing Date, the Contributor shall deliver or cause to be delivered to the
Issuer, copies of Tax Records which are relevant to Post-Closing Tax Periods and
all other files, books, records, information and data relating to the Acquired
Companies or the Relevant Assets (other than Tax Records) that are in the
possession or control of the Contributor (the "Records"). The Issuer agrees to
(i) hold the Records and not to destroy or dispose of any thereof for a period
of ten years from the Closing Date or such longer time as may be required by
Law, provided that, if it desires to destroy or dispose of such Records during
such period, it shall first offer in writing at least 60 days before such
destruction or disposition to surrender them to the Contributor and if the
Contributor does not accept such offer within 20 days after receipt of such
offer, the Issuer may take such action and (ii) following the Closing Date to
afford the Contributor, its accountants, and counsel, during normal business
hours, upon reasonable request, at any time, full access to the Records and to
the Issuer's employees to the extent that such access may be requested for any
legitimate purpose at no cost to the Contributor (other than for reasonable
out-of-pocket expenses); provided that such access shall not be construed to
require the disclosure of Records that would cause the waiver of any
attorney-client, work product, or like privilege; provided, further that in the
event of any litigation nothing herein shall limit any Party's rights of
discovery under applicable Law.

(e) Assignment of Rights. The Contributor will assign and will
cause its Affiliates to assign, upon the Issuer's request, any and all rights
(including claims) of the Contributor or its Affiliates relating to any of the
Relevant Assets under any agreement (including that certain Stock Purchase
Agreement dated as of January 27, 2000 between PG&E National Energy Group, Inc.
and E1 Paso Field Services Company) pursuant to which the Contributor or any of
its Affiliates purchased or otherwise acquired any of the Relevant Assets.
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7. Conditions to Obligation to Close.

(a) Conditions to Obligation of the Issuer. The obligation of
the Issuer to consummate the transactions to be performed by it in connection
with the Closing is subject to satisfaction of the following conditions:

(i) the representations and warranties of the
Contributor contained in Sections 3(a) and 4 must be true and
correct in all material respects (without giving effect to any
supplement to the Schedules, any qualification as to
materiality, Material Adverse Effect, Knowledge, awareness or
concepts of similar import, or any qualification or limitation
as to monetary amount or value, (except with respect to (A)
Indian Basin, (B) the representations and warranties in
Section 4(c)(ii) and (C) the representations and warranties in
Section 4(d)(iii) with respect to latent defects, for which in
each such case qualifications as to Knowledge shall be given
effect) as of the date of this Agreement and at Closing
(except for those which refer to a specific date, which must
be true and correct as of such date);

(ii) the Contributor must have performed and complied
in all material respects with its covenants hereunder through
the Closing (without giving effect to any supplement to the
Schedules, any qualification as to materiality, Material
Adverse Effect, Knowledge, awareness or concepts of similar
import, or any qualification or limitation as to monetary
amount or value);

(iii) there must not be any injunction, judgment,
order, decree, ruling, or charge in effect preventing
consummation of any of the transactions contemplated by this
Agreement or any suit or action pending by a Governmental
Authority to enjoin the consummation of any of the
transactions, contemplated by this Agreement;

(iv) the Contributor must have obtained all material
Governmental Authority and third party consents, including any
material consents, specified in Sections 3(a)(ii), 3(a)(iii),
and 4(b), and including the corresponding Schedules;

(v) the Contributor must have delivered to the Issuer
a certificate to the effect that each of the conditions
specified in Sections 7(a)(i)-(iv) is satisfied in all
respects;

(vi) the FTC must have approved the transactions
contemplated hereunder;

(vii) the Closing Date shall be no earlier than March
28, 2002;

(viii) The Issuer shall have received financing for

the transactions contemplated herein satisfactory to the
Issuer;
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(ix) the Board of Directors of the General Partner
shall have received a fairness opinion acceptable to such
Board (in its sole discretion) from UBS Warburg LLC or any
other financial advisor acceptable to such Board (in its sole
discretion) with respect to the transactions contemplated
herein;

(x) the transactions contemplated herein shall have
been approved by at least a majority of the members of each of
(1) of the Board of Directors of the General Partner, (2) the
independent members of the Board of Directors of the General
Partner and (3) the Special Committee of the Board of
Directors of the General Partner responsible for reviewing
such transactions; and

(xi) the Contributor must have executed and delivered
to the Issuer the Purchase and Sale Agreement, and the closing
of the transactions contemplated therein must have occurred.

The Issuer may waive any condition specified in this Section 7(a) if it
executes a writing so stating at or before the Closing.

(b) Conditions to Obligation of the Contributor. The
obligation of the Contributor to consummate the transactions to be performed by
it in connection with the Closing is subject to satisfaction of the following
conditions:

(i) the representations and warranties of the Issuer
contained in Section 3(b) must be true and correct in all
material respects (without giving effect to any supplement to
the Schedules, any qualification as to materiality, Material
Adverse Effect, Knowledge, awareness or concepts of similar
import, or any qualification or limitation as to monetary
amount or value) as of the date of this Agreement and at
Closing (except for those which refer to a specific date,
which must be true and correct as of such date);

(ii) the Issuer must have performed and complied in
all material respects with each of its covenants hereunder
through the Closing (without giving effect to any supplement
to the Schedules, any qualification as to materiality,
Material Adverse Effect, Knowledge, awareness or concepts of
similar import, or any qualification or limitation as to
monetary amount or value);

(iii) there must not be any injunction, judgment,
order, decree, ruling, or charge in effect preventing
consummation of any of the transactions contemplated by this
Agreement or any suit or action pending by a Governmental
Authority to enjoin the consummation of any of the
transactions, contemplated by this Agreement;

(iv) the Contributor must have obtained all material
Governmental Authority and third party consents, including
material consents, specified in Sections 3(a)(ii), 3(a)(iii),
and 4(b), and including the corresponding Schedules;

26



(v) the Issuer must have delivered to the Contributor
a certificate to the effect that each of the conditions
specified in Sections 7(b)(i)-(iv) is satisfied in all
respects;

(vi) the FTC must have approved the transactions
contemplated hereunder; and

(vii) the Issuer must have executed and delivered to
the Contributor the Purchase and Sale Agreement, and the
closing of the transactions contemplated therein must have
occurred.

The Contributor may waive any condition specified in this Section 7(b)
if it executes a writing so stating at or before the Closing.

8. Remedies for Breaches of this Agreement.

(a) Survival of Representations and Warranties. (i) All of the
representations and warranties of the Contributor contained in Sections 3(a) and
4 (other than Sections 4(c)(iii), 4(f) and 4(h)(ii)) shall survive the Closing
hereunder for a period of three years after the Closing Date; (ii) the
representations and warranties of the Contributor contained in Section 4(c)(iii)
shall survive the Closing forever; (iii) the representations and warranties of
the Contributor contained in Section 4(f) shall survive the Closing with respect
to any given claim that would constitute a breach of such representation or
warranty until 90 days after the expiration of the statute of limitations
applicable to the underlying Tax matter giving rise to that claim, and (iv) the
representations and warranties of the Contributor contained in Section 4(h)(ii)
shall survive the Closing for a period of one year after the Closing Date. The
representations and warranties of the Issuer contained in Section 3(b) shall
survive the Closing for a period of three years after the Closing Date. The
covenants and obligations contained in Sections 2 and 6 and all other covenants
and obligations contained in this Agreement (other than Section 8(b)(iv)) shall
survive the Closing forever. The covenants and obligations contained in Section
8(b)(iv) shall survive the Closing for a period of three years after the Closing
Date.

(b) Indemnification Provisions for Benefit of the Issuer.

(i) In the event: (x) the Contributor breaches any of
its representations or warranties (without giving effect to
any supplement to the Schedules, any qualification as to
materiality, Material Adverse Effect, Knowledge, awareness or
concepts of similar import, or any qualification or limitation
as to monetary amount or value, except with respect to (A)
Indian Basin, (B) the representations and warranties in
Section 4(c)(ii) and (C) the representations and warranties in
Section 4(d)(iii) with respect to latent defects, for which in
each such case qualifications as to Knowledge shall be given
effect) contained herein (other than a representation or
warranty contained in Section 4(c)(iii) or 4(f)); (y) there is
an applicable survival period pursuant to Section 8(a); and
(z) the Issuer makes a written claim for indemnification
against the Contributor pursuant to Section 11(g) within such
survival period, then the Contributor agrees to release and
indemnify the Issuer Indemnitees from and against any Adverse
Consequences by reason of all Adverse Events suffered by the
Issuer Indemnitees; provided, that the Contributor shall not
have any obligation to release and
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indemnify the Issuer Indemnitees from and against any such
Adverse Consequences by reason of all Adverse Events (A) until
the Issuer Indemnitees, in the aggregate, have suffered
Adverse Consequences by reason of all Adverse Events in excess
of an aggregate deductible amount equal to 1% of the Combined
Value (after which point the Contributor shall be obligated
only to release and indemnify the Issuer Indemnitees from and
against further such Adverse Consequences) or thereafter (B)
to the extent the Adverse Consequences the Issuer Indemnitees,
in the aggregate, have suffered by reason of all Adverse
Events exceeds an aggregate ceiling amount equal to 50% of the
Combined Value (after which point the Contributor shall have
no obligation to release and indemnify the Issuer Indemnitees
from and against further such Adverse Consequences); provided,
however, that the deductible amount with respect to breaches
of Section 4(c)(i) shall be $750,000.

(ii) In the event: (x) the Contributor breaches any
of its covenants or obligations in Sections 2 or 6 or any
other covenants or obligations in this Agreement or any
representation or warranty contained in Section 4(c)(iii)or
4(f) (in each case above without giving effect to any
supplement to the Schedules, any qualification as to
materiality, Material Adverse Effect, Knowledge, awareness or
concepts of similar import, or any qualification or limitation
as to monetary amount or value); (y) there is an applicable
survival period pursuant to Section 8(a); and (z) the Issuer
makes a written claim for indemnification against the
Contributor pursuant to Section 11(g) within such survival
period, then the Contributor agrees to release and indemnify
the Issuer Indemnitees from and against the entirety of any
Adverse Consequences suffered by the Issuer Indemnitees.

(iii) The Contributor shall release, indemnify and
hold harmless the Issuer Indemnitees against any and all
Adverse Consequences resulting by reason of (a) joint and
several liability with the Contributor arising by reason of
having been required to be aggregated with the Contributor
under Section 414(o) of the Code, or having been under "common
control" with the Contributor, within the meaning of Section
4001(a)(14) of ERISA.

(iv) In the event: (x) there is an applicable
survival period pursuant to Section 8(a); and (y) the Issuer
makes a written claim for indemnification against the
Contributor pursuant to Section 11(g) within such survival
period, except to the extent the Issuer is obligated to
release and indemnify the Contributor under Section
8(c)(ii)(1), then the Contributor agrees to release and
indemnify the Issuer Indemnitees from and against the entirety
of any Adverse Consequences suffered by the Issuer Indemnitees
with respect to, any environmental condition, claim or loss
with respect to any Acquired Company or any of the Relevant
Assets arising

28



as a result of events occurring on or prior to the Issue Price
Adjustment Date, including the matters disclosed in Schedule
4(1).

(v) [Intentionally omitted.]
(vi) [Intentionally omitted.]

(vii) The Contributor shall release, indemnify and
hold harmless the Issuer Indemnitees against any and all
Adverse Consequences with respect to any Disposed Obligations,
including any Tax attributable thereto.

(viii) The Contributor shall release, indemnify and
hold harmless the Issuer Indemnitees against any and all
Adverse Consequences suffered by the Issuer Indemnitees with
respect to, any outstanding injunction, judgment, order,
decree, ruling, or charge, or any pending or threatened
action, suit, proceeding, hearing, or investigation of, in, or
before any court or quasi-judicial or administrative agency of
any federal, state, local, or foreign jurisdiction, relating
to any Acquired Company or any of the Relevant Assets on the
Closing Date, including the matters listed on Schedule 4(h).

(ix) The Contributor shall release, indemnify and
hold harmless the Issuer Indemnitees against any and all
Adverse Consequences arising as a result of the Reorganization
Transactions.

(x) Notwithstanding anything to the contrary
contained in Sections 8(b)(i) and (iii), the Seller shall not
have any obligation to indemnify any Buyer Indemnified Party
to the extent that the payment thereof would cause the
Seller's aggregate indemnity payments under all of Sections
8(b)(i) and (iii) (but excluding Sections 8(b)(ii), (iv),
(vii), (viii) and (ix)) to exceed 100% of the Combined Value.

(xi) To the extent any Issuer Indemnitee becomes
liable to, and is ordered to and does pay to any third party,
punitive, exemplary, special or consequential damages caused
by a breach by the Contributor of any representation, warranty
or covenant contained in this Agreement, then such punitive,
exemplary, special or consequential damages shall be deemed
actual damages to such Issuer Indemnitee and included within
the definition of Adverse Consequences for purposes of this
Section 8.

(xii) Except for the rights of indemnification
provided in this Section 8, the Issuer hereby waives any claim
or cause of action pursuant to common or statutory law or
otherwise against the Contributor arising from any breach by
the Contributor of any of its representations, warranties or
covenants under this Agreement or the transactions
contemplated hereby.
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(c) Indemnification Provisions for Benefit of the Contributor.

(1) In the event: (x) the Issuer breaches any of its
representations, warranties or covenants contained herein
(without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect,
Knowledge, awareness or concepts of similar import, or any
gqualification or limitation as to monetary amount or value);
(y) there is an applicable survival period pursuant to Section
8(a); and (z) the Contributor makes a written claim for
indemnification against the Issuer pursuant to Section 11(g)
within such survival period, then the Issuer agrees to release
and indemnify the Contributor Indemnitees from and against the
entirety of any Adverse Consequences suffered by such
Contributor Indemnitees.

(ii) The Issuer agrees to release and indemnify the
Contributor Indemnitees from and against the entirety of any
Adverse Consequences relating to any of (1) any environmental
condition, claim or loss with respect to any Acquired Company
or any of the Relevant Assets arising from or related to
mercury contamination emanating from mercury meters used in
connection therewith or (2) the ownership and operation of
each Acquired Company and each Relevant Asset (including those
arising during, related to or otherwise attributable to the
period commencing with the Issue Price Adjustment Date).

(iii) To the extent any Contributor Indemnitee
becomes liable to, and is ordered to and does pay to any third
party, punitive, exemplary, special or consequential damages
caused by a breach by the Issuer of any representation,
warranty or covenant contained in this Agreement, then such
punitive, exemplary, special or consequential damages shall be
deemed actual damages to such Contributor Indemnitee and
included within the definition of Adverse Consequences for
purposes of this Section 8.

(iv) Except for the rights of indemnification
provided in this Section 8, the Contributor hereby waives any
claim or cause of action pursuant to common or statutory law
or otherwise against the Issuer arising from any breach by the
Issuer of any of its representations, warranties or covenants
under this Agreement or the transactions contemplated hereby.

(d) Matters Involving Third Parties.

(i) If any third party shall notify any Party (the
"Indemnified Party") with respect to any matter (a "Third
Party Claim") that may give rise to a claim for
indemnification against any other Party (the "Indemnifying
Party") under this Section 8, then the Indemnified Party shall
promptly (and in any event within five business days after
receiving notice of the Third Party Claim) notify the
Indemnifying Party thereof in writing.

(ii) The Indemnifying Party shall have the right to
assume and thereafter conduct the defense of the Third Party
Claim with counsel of its choice reasonably satisfactory to
the Indemnified Party; provided, however, that the
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Indemnifying Party shall not consent to the entry of any
judgment or enter into any settlement with respect to the
Third Party Claim without the prior written consent of the
Indemnified Party (not to be withheld unreasonably) unless the
judgment or proposed settlement involves only the payment of
money damages and does not impose an injunction or other
equitable relief upon the Indemnified Party.

(iii) Unless and until the Indemnifying Party assumes
the defense of the Third Party Claim as provided in Section
8(d)(ii), the Indemnified Party may defend against the Third
Party Claim in any manner it reasonably may deem appropriate.

(iv) In no event shall the Indemnified Party consent
to the entry of any judgment or enter into any settlement with
respect to the Third Party Claim without the prior written
consent of the Indemnifying Party which consent shall not be
withheld unreasonably.

(e) Determination of Amount of Adverse Consequences. The
Adverse Consequences giving rise to any indemnification obligation hereunder
shall be limited to the actual loss suffered by the Indemnified Party (i.e.
reduced by any insurance proceeds or other payment or recoupment received,
realized or retained by the Indemnified Party as a result of the events giving
rise to the claim for indemnification net of any expenses related to the receipt
of such proceeds, payment or recoupment, including retrospective premium
adjustments, if any), but not any reduction in Taxes of the Indemnified Party
(or the affiliated group of which it is a member) occasioned by such loss or
damage. The amount of the actual loss and the amount of the indemnity payment
shall be computed by taking into account the timing of the loss or payment, as
applicable, using a Prime Rate plus 2% interest or discount rate, as
appropriate. Upon the request of the Indemnifying Party, the Indemnified Party
shall provide the Indemnifying Party with information sufficient to allow the
Indemnifying Party to calculate the amount of the indemnity payment in
accordance with this Section 8(e). An Indemnified Party shall take all
reasonable steps to mitigate damages in respect of any claim for which it is
seeking indemnification and shall use reasonable efforts to avoid any costs or
expenses associated with such claim and, if such costs and expenses cannot be
avoided, to minimize the amount thereof.

(f) Tax Treatment of Indemnity Payments. All indemnification
payments made under this Agreement, including any payment made under Section 9,
shall be treated as purchase price adjustments for Tax purposes. In addition,
all indemnification payments made to the Contributor under this Agreement shall
be satisfied by the issuance of a number of Common Units determined using the
Market Price on the date the Issuer is notified by the Contributor of such
indemnification obligation.

9. Tax Matters.
(a) Post-Closing Tax Returns. The Issuer shall prepare or
cause to be prepared and file or cause to be filed any Post-Closing Tax Returns

with respect to the Relevant Assets or the Acquired Companies. The Issuer shall
pay (or cause to be paid) any Taxes due with respect to such Tax Returns.
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(b) Pre-Closing Tax Returns. The Contributor shall prepare or
cause to be prepared and file or cause to be filed all Pre-Closing Tax Returns
with respect to the Relevant Assets or Acquired Companies. The Contributor shall
pay or cause to be paid any Taxes due with respect to such Tax Returns.

(c) Straddle Periods. The Issuer shall be responsible for
Taxes of the Acquired Companies related to the portion of any Straddle Period
occurring after the Closing Date. The Contributor shall be responsible for Taxes
of the Relevant Assets and the Acquired Companies relating to the portion of any
Straddle Period occurring before and on the Closing Date. With respect to any
Straddle Period, to the extent permitted by applicable Law, the Contributor or
the Issuer shall elect to treat the Closing Date as the last day of the Tax
period. If applicable Law shall not permit the Closing Date to be the last day
of a period, then (i) real or personal property Taxes with respect to the
Relevant Assets and the Acquired Companies shall be allocated based on the
number of days in the partial period before and after the Closing Date, (ii) in
the case of all other Taxes based on or in respect of income, the Tax computed
on the basis of the taxable income or loss attributable to the Relevant Assets
and the Acquired Companies for each partial period as determined from their
books and records, and (iii) in the case of all other Taxes, on the basis of the
actual activities or attributes of the Relevant Assets and the Acquired
Companies for each partial period as determined from their books and records.

(d) Straddle Returns. The Issuer shall prepare any Straddle
Returns. The Issuer shall deliver, at least 45 days prior to the due date for
filing such Straddle Return (including any extension) to the Contributor a
statement setting forth the amount of Tax that the Contributor owes, including
the allocation of taxable income and Taxes under Section 9(c), and copies of
such Straddle Return. The Contributor shall have the right to review such
Straddle Returns and the allocation of taxable income and liability for Taxes
and to suggest to the Issuer any reasonable changes to such Straddle Returns no
later than 15 days prior to the date for the filing of such Straddle Returns.
The Contributor and the Issuer agree to consult and to attempt to resolve in
good faith any issue arising as a result of the review of such Straddle Returns
and allocation of taxable income and liability for Taxes and mutually to consent
to the filing as promptly as possible of such Straddle Returns. Not later than 5
days before the due date for the payment of Taxes with respect to such Straddle
Returns, the Contributor shall pay or cause to be paid to the Issuer an amount
equal to the Taxes as agreed to by the Issuer and the Contributor as being owed
by the Contributor. If the Issuer and the Contributor cannot agree on the amount
of Taxes owed by the Contributor with respect to a Straddle Return, the
Contributor shall pay or cause to be paid to the Issuer the amount of Taxes
reasonably determined by the Contributor to be owed by the Contributor. Within
10 days after such payment, the Contributor and the Issuer shall refer the
matter to an independent "Big-Five" accounting firm agreed to by the Issuer and
the Contributor to arbitrate the dispute. The Contributor and the Issuer shall
equally share the fees and expenses of such accounting firm and its
determination as to the amount owing by the Contributor with respect to a
Straddle Return shall be binding on the Contributor and the Issuer. Within five
days after the determination by such accounting firm, if necessary, the
appropriate Party shall pay the other Party any amount which is determined by
such accounting firm to be owed. The Contributor shall be entitled to reduce its
obligation to pay Taxes with respect to a Straddle Return by the amount of any
estimated Taxes paid with respect to such Taxes on or before the Closing Date.
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(e) Claims for Refund. The Issuer shall not, and shall cause
the Acquired Companies and any of their Affiliates not to, file any claim for
refund of taxes with respect to the Relevant Assets and the Acquired Companies
for whole or partial taxable periods on or before the Closing Date.

(f) Indemnification. The Issuer agrees to indemnify the
Contributor against all Taxes of or with respect to the Relevant Assets and the
Acquired Companies for any Post-Closing Tax Period and the portion of any
Straddle Period occurring after the Closing Date. The Contributor agrees to
indemnify the Issuer against all Taxes of or with respect to the Relevant Assets
and the Acquired Companies for any Pre-Closing Tax Period and the portion of any
Straddle Period occurring on or before the Closing Date, and all Taxes arising
directly as a result of the Reorganization Transactions.

(g) Cooperation on Tax Matters.

(i) The Issuer and the Contributor shall cooperate
fully, as and to the extent reasonably requested by the other
Party, in connection with the filing of Tax Returns pursuant
to this Section 9(g) and any audit, litigation or other
proceeding and making employees available on a mutually
convenient basis to provide additional information and
explanation of any material provided hereunder.

(ii) The Issuer and the Contributor further agree,
upon request, to use their Best Efforts to obtain any
certificate or other document from any Governmental Authority
or any other Person as may be necessary to mitigate, reduce or
eliminate any Tax that could be imposed (including with
respect to the transactions contemplated hereby).

(iii) The Issuer and the Contributor agree, upon
request, to provide the other Parties with all information
that such other Parties may be required to report pursuant to
Section 6043 of the Code and all Treasury Department
Regulations promulgated thereunder.

(h) Certain Taxes. The Contributor shall file all necessary
Tax Returns and other documentation with respect to all transfer, documentary,
sales, use, stamp, registration and other Taxes and fees, and, if required by
applicable Law, the Issuer shall, and shall cause its Affiliates to, join in the
execution of any such Tax Returns and other documentation. Notwithstanding
anything set forth in this Agreement to the contrary, the Issuer shall pay to
the Contributor, on or before the date such payments are due from the
Contributor, any transfer, documentary, sales, use, stamp, registration and
other Taxes and fees incurred in connection with this Agreement and the
transactions contemplated hereby.

(1) Confidentiality. Any information shared in connection with
Taxes shall be kept confidential, except as may otherwise be necessary in
connection with the filing of Tax Returns or reports, refund claims, tax audits,
tax claims and tax litigation, or as required by Law.
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(j) Audits. The Contributor or the Issuer, as applicable,
shall provide prompt written notice to the other Parties of any pending or
threatened tax audit, assessment or proceeding that it becomes aware of related
to the Relevant Assets or the Acquired Companies for whole or partial periods
for which it is indemnified by any other Party hereunder. Such notice shall
contain factual information (to the extent known) describing the asserted tax
liability in reasonable detail and shall be accompanied by copies of any notice
or other document received from or with any tax authority in respect of any such
matters. If an indemnified party has knowledge of an asserted tax liability with
respect to a matter for which it is to be indemnified hereunder and such party
fails to give the indemnifying party prompt notice of such asserted tax
liability, then (I) if the indemnifying party is precluded by the failure to
give prompt notice from contesting the asserted tax liability in any forum, the
indemnifying party shall have no obligation to indemnify the indemnified party
for any Taxes arising out of such asserted tax liability, and (II) if the
indemnifying party is not so precluded from contesting, but such failure to give
prompt notice results in a detriment to the indemnifying party, then any amount
which the indemnifying party is otherwise required to pay the indemnified party
pursuant to this Section 9(j) shall be reduced by the amount of such detriment,
provided, the indemnified party shall nevertheless be entitled to full
indemnification hereunder to the extent, and only to the extent, that such party
can establish that the indemnifying party was not prejudiced by such failure.
This Section 9(j) shall control the procedure for Tax indemnification matters to
the extent it is inconsistent with any other provision of this Agreement.

(k) Control of Proceedings. The party responsible for the Tax
under this Agreement shall control audits and disputes related to such Taxes
(including action taken to pay, compromise or settle such Taxes). The
Contributor and the Issuer shall jointly control, in good faith with each other,
audits and disputes relating to Straddle Periods. Reasonable out-of-pocket
expenses with respect to such contests shall be borne by the Contributor and the
Issuer in proportion to their responsibility for such Taxes as set forth in this
Agreement. Except as otherwise provided by this Agreement, the noncontrolling
party shall be afforded a reasonable opportunity to participate in such
proceedings at its own expense.

(1) Powers of Attorney. The Issuer, the Acquired Companies and
their respective Affiliates shall provide the Contributor and its Affiliates
with such powers of attorney or other authorizing documentation as are
reasonably necessary to empower them to execute and file returns they are
responsible for hereunder, file refund and equivalent claims for Taxes they are
responsible for, and contest, settle, and resolve any audits and disputes that
they have control over under Section 9(k) (including any refund claims which
turn into audits or disputes).

(m) Remittance of Refunds. If the Issuer or any Affiliate of
the Issuer receives a refund of any Taxes that the Contributor is responsible
for hereunder, or if the Contributor or any Affiliate of the Contributor
receives a refund of any Taxes that the Issuer is responsible for hereunder, the
party receiving such refund shall, within 30 days after receipt of such refund,
remit it to the party who has responsibility for such Taxes hereunder. For the
purpose of this Section 9(m), the term "refund" shall include a reduction in Tax
and the use of an overpayment as a credit or other tax offset, and receipt of a
refund shall occur upon the filing of a return or an adjustment thereto using
such reduction, overpayment or offset or upon the receipt of cash.
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(n) [Intentionally omitted].

(o) Closing Tax Certificate. At the Closing, the Contributor
shall deliver to the Issuer a certificate in the form of Exhibit E signed under
penalties of perjury (i) stating it is not a foreign corporation, foreign
partnership, foreign trust or foreign estate, (ii) providing its U.S. Employer
Identification Number, and (iii) providing its address, all pursuant to Section
1445 of the Code.

10. Termination.

(a) Termination of Agreement. The Parties may terminate this
Agreement, as provided below:

(i) the Issuer and the Contributor may terminate this
Agreement by mutual written consent at any time before the
Closing;

(ii) the Issuer may terminate this Agreement by
giving written notice to the Contributor at any time before
Closing (A) in the event the Contributor has breached any
representation, warranty or covenant contained in this
Agreement in any material respect, the Issuer has notified the
Contributor of the breach, the breach has continued without
cure for a period of 10 days after the notice of breach and
such breach would result in a failure to satisfy a condition
to the Issuer's obligation to consummate the transactions
contemplated hereby; (B) if the Closing shall not have
occurred on or before 9:00 a.m. (Houston time) on April 1,
2002 (unless the failure results primarily from the Issuer
itself breaching any representation, warranty or covenant
contained in this Agreement); or (C) if the transactions
contemplated hereby do not receive all required approvals of
the FTC;

(iii) the Contributor may terminate this Agreement by
giving written notice to the Issuer at any time before the
Closing (A) in the event the Issuer has breached any
representation, warranty or covenant contained in this
Agreement in any material respect, the Contributor has
notified the Issuer of the breach, the breach has continued
without cure for a period of 10 days after the notice of
breach and such breach would result in a failure to satisfy a
condition to the Contributor's obligation to consummate the
transactions contemplated hereby; (B) if the Closing shall not
have occurred on or before 9:00 a.m. (Houston time) on April
1, 2002 (unless the failure results primarily from the
Contributor breaching any representation, warranty or covenant
contained in this Agreement); or (C) if the transactions
contemplated hereby do not receive all required approvals of
the FTC;

(iv) the Issuer or the Contributor may terminate this
Agreement 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
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the transactions contemplated hereby and such order, decree,
ruling or other action shall have become final and
nonappealable; and

(v) the Issuer or the Contributor may terminate this
Agreement if the Purchase and Sale Agreement is terminated for
any reason.

(b) Effect of Termination. Except for the obligations under
Sections 8, 10 and 11, if any Party terminates this Agreement pursuant to
Section 10(a), all rights and obligations of the Parties hereunder shall
terminate without any liability of any Party to any other Party (except for any
liability of any Party then in breach).

11. Miscellaneous.

(a) Public Announcements. Any Party is permitted to issue a
press release or make a public announcement concerning this Agreement without
the other Parties' consents, in which case the disclosing Party shall provide an
advance copy of the proposed public disclosure to the non-disclosing Parties and
permit the non-disclosing Parties the opportunity to reasonably comment on such
proposed disclosure. The Parties agree to cooperate in good faith to issue
separate and simultaneous press releases within twenty-four (24) hours following
the execution of this Agreement by all Parties.

(b) Insurance. The Issuer acknowledges and agrees that,
following the Closing, any Subject Insurance Policies shall be terminated or
modified to exclude coverage of all or any portion of the Relevant Assets or
Acquired Companies by the Contributor or any of its Affiliates, and, as a
result, the Issuer shall be obligated at or before Closing to obtain at its sole
cost and expense replacement insurance, including insurance required by any
third party to be maintained for or by the Relevant Assets or the Acquired
Companies. The Issuer further acknowledges and agrees that the Issuer may need
to provide to certain Governmental Authorities and third parties evidence of
such replacement or substitute insurance coverage for the continued operations
or businesses of the Relevant Assets or the Acquired Companies. If any claims
are made or losses occur prior to the Closing Date that relate solely to the
Relevant Assets or the business activities of the Acquired Companies and such
claims, or the claims associated with such losses, properly may be made against
the policies retained by the Contributor or its Affiliates after the Closing,
then the Contributor shall use its Best Efforts so that the Issuer can file,
notice, and otherwise continue to pursue these claims pursuant to the terms of
such policies; provided, however, nothing in this Agreement shall require the
Contributor to maintain or to refrain from asserting claims against or
exhausting any retained policies.

(c) No Third Party Beneficiaries. Except for the
indemnification provisions, this Agreement shall not confer any rights or
remedies upon any Person other than the Parties and their respective successors
and permitted assigns, except that the Administrative Agent is a third-party
beneficiary of Section 11(d), and such Section may not be amended or modified
without the Administrative Agent's written consent.

(d) Succession and Assignment. This Agreement shall be binding

upon and inure to the benefit of the Parties named herein and their respective
successors and permitted
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assigns. Prior to the Closing the Issuer may not assign this Agreement or any of
its rights, interests or obligations hereunder without the prior written
approval of the Contributor; provided, however, without the prior written
approval of the Contributor, the Issuer and its permitted successors and assigns
may assign any or all of its rights, interests or obligations under this
Agreement (i) to an Affiliate of the Issuer, including designating one or more
Affiliates of the Issuer to be the assignee of some or any portion of the
Acquired Company Assets, (ii) in connection with granting a lien, pledge,
mortgage or other security interest pursuant to a bona fide lending transaction,
or (iii) pursuant to the foreclosure or settlement of any assignment made
pursuant to (ii) above; provided the Contributor is not released from any of its
obligations or liabilities hereunder. The Contributor acknowledges that the
Issuer has granted, and its Affiliate assignee(s) may grant, to the
Administrative Agent a lien on and security interest in all of its right, title
and interest in and to this Agreement.

(e) Counterparts. This Agreement may be executed in
counterparts, each of which shall be deemed an original but which together shall
constitute one and the same instrument.

(f) Headings. The section headings contained in this Agreement
are inserted for convenience only and shall not affect in any way the meaning or
interpretation of this Agreement.

(g) Notices. All notices, requests, demands, claims, and other
communications hereunder shall be in writing. Any notice, request, demand,
claim, or other communication hereunder shall be deemed duly given two business
days after it is sent by registered or certified mail, return receipt requested,
postage prepaid, and addressed to the intended recipient as set forth below:

If to the Contributor: E1l Paso Field Services Holding Company
Attn: President
E1l Paso Building
1001 Louisiana
Houston, Texas 77002

If to the Issuer: E1l Paso Energy Partners, L.P.
Attn: President
4 Greenway Plaza
Houston, Texas 77046
(713) 420-2131

Any Party may send any notice, request, demand, claim, or other communication
hereunder to the intended recipient at the addresses set forth above using any
other means (including personal delivery, expedited courier, messenger service,
telecopy, ordinary mail, or electronic mail), but no such notice, request,
demand, claim, or other communication shall be deemed to have been duly given
unless and until it actually is received by the intended recipient. Any Party
may change the address to which notices, requests, demands, claims, and other
communications hereunder are to be delivered by giving the other Party notice in
the manner herein set forth.
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(h) Governing Law and Venue. THIS AGREEMENT SHALL BE GOVERNED
BY AND CONSTRUED IN ACCORDANCE WITH THE DOMESTIC LAWS OF THE STATE OF TEXAS
WITHOUT GIVING EFFECT TO ANY CHOICE OR CONFLICT OF LAW PROVISION OR RULE
(WHETHER OF THE STATE OF TEXAS OR ANY OTHER JURISDICTION) THAT WOULD CAUSE THE
APPLICATION OF THE LAWS OF ANY JURISDICTION OTHER THAN THE STATE OF TEXAS. VENUE
FOR ANY ACTION ARISING UNDER THIS AGREEMENT SHALL LIE EXCLUSIVELY IN ANY STATE
OR FEDERAL COURT IN HARRIS COUNTY, TEXAS.

(i) Amendments and Waivers. No amendment of any provision of
this Agreement shall be valid unless the same shall be in writing and signed by
the Issuer and the Contributor. No waiver by any Party of any default,
misrepresentation, or breach of warranty or covenant hereunder, whether
intentional or not, shall be deemed to extend to any prior or subsequent
default, misrepresentation, or breach of warranty or covenant hereunder or
affect in any way any rights arising by virtue of any prior or subsequent such
occurrence.

(j) Severability. Any term or provision of this Agreement that
is invalid or unenforceable in any situation in any jurisdiction shall not
affect the validity or enforceability of the remaining terms and provisions
hereof or the validity or enforceability of the offending term or provision in
any other situation or in any other jurisdiction.

(k) Transaction Expenses. Each of the Issuer and the
Contributor shall bear its own costs and expenses (including legal fees and
expenses) incurred in connection with this Agreement and the transactions
contemplated hereby.

(1) Construction. The Parties have participated jointly in the
negotiation and drafting of this Agreement. In the event an ambiguity or
question of intent or interpretation arises, this Agreement shall be construed
as if drafted jointly by the Parties and no presumption or burden of proof shall
arise favoring or disfavoring any Party by virtue of the authorship of any of
the provisions of this Agreement. Any reference to any federal, state, local, or
foreign statute or Law shall be deemed also to refer to all rules and
regulations promulgated thereunder, unless the context requires otherwise. The
word "including" shall mean including without limitation. All personal pronouns
used in this Agreement, whether used in the masculine, feminine or neuter
gender, shall include all other genders; the singular shall include the plural,
and vice versa. All references herein to Exhibits, Schedules, Articles, Sections
or subdivisions thereof shall refer to the corresponding Exhibits, Schedules,
Article, Section or subdivision thereof of this Agreement unless specific
reference is made to such exhibits, articles, sections or subdivisions of
another document or instrument. The terms "herein," "hereby," "hereunder,"
"hereof," "hereinafter," and other equivalent words refer to this Agreement in
its entirety and not solely to the particular portion of the Agreement in which
such word is used. Each certificate delivered pursuant to this Agreement shall
be deemed a part hereof, and any representation, warranty or covenant herein
referenced or affirmed in such certificate shall be treated as a representation,
warranty or covenant given in the correlated Section hereof on the date of such
certificate. Additionally, any representation, warranty or covenant made in any
such certificate shall be deemed to be made herein.
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(m) Incorporation of Exhibits and Schedules. The Exhibits and
Schedules identified in this Agreement are incorporated herein by reference and
made a part hereof.

(n) Entire Agreement. THIS AGREEMENT (INCLUDING THE DOCUMENTS
REFERRED TO HEREIN) CONSTITUTES THE ENTIRE AGREEMENT AMONG THE PARTIES AND
SUPERSEDES ANY PRIOR UNDERSTANDINGS, AGREEMENTS, OR REPRESENTATIONS BY OR AMONG
THE PARTIES, WRITTEN OR ORAL, TO THE EXTENT THEY HAVE RELATED IN ANY WAY TO THE
SUBJECT MATTER HEREOF.

*k k k%
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as
of the date in the preamble.

EL PASO ENERGY PARTNERS, L.P.

By: /s/ Keith Forman

Vice President and Chief Financial Officer

EL PASO FIELD SERVICES HOLDING COMPANY

By: /s/ D. Mark Leland

Senior Vice President



EXHIBIT 10.P

Execution Version

PURCHASE AND SALE AGREEMENT

By and Between

EL PASO ENERGY PARTNERS, L.P.
(Seller)

and

EL PASO PRODUCTION GOM INC.
(Buyer)

Covering the Acquisition of

ALL OF THE ASSETS OF
(the Assets)

ARGO, L.L.C.
(Argo)

April 1, 2002
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PURCHASE AND SALE AGREEMENT

This Purchase and Sale Agreement (this "Agreement") dated as of April
1, 2002 is by and between E1l Paso Energy Partners, L.P., a Delaware limited
partnership (the "Seller"), and E1 Paso Production GOM Inc., a Delaware
corporation (the "Buyer"). The Seller and the Buyer are sometimes referred to
collectively herein as the "Parties" and individually as a "Party."

RECITALS

WHEREAS, the Seller owns indirectly all of the issued and outstanding
membership interest in Argo, L.L.C., a Delaware limited liability company
("Argo"), which owns (or will own at Closing) the Prince ORI (defined herein)
and the Prince tension leg platform and all related contracts (including the
Farmout Agreement (defined herein) and all reversionary rights thereunder),
facilities, and other assets and pipelines as described on Exhibit A
(collectively, excluding the Prince ORI, the "Prince TLP Assets");

WHEREAS, the Seller desires to cause the sale, assignment and transfer
of the Assets (defined herein) to the Buyer, and the Buyer desires to purchase
the Assets, subject to the terms set forth below; and

WHEREAS, at the Closing (defined herein), among other things, Argo and
the Buyer shall enter into a Platform Use Agreement in the form of Exhibit H
(the "Platform Agreement") setting forth the rights and obligations of such
parties with respect to the Prince TLP, and the Processing Agreement dated as of
August 23, 2000 (the "Processing Agreement") between Argo and the Buyer shall be
terminated.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual
promises herein made, and in consideration of the representations, warranties,
and covenants herein contained, the Parties agree as follows:

1. Definitions.

"Adverse Consequences" means all actions, suits, proceedings, hearings,
investigations, charges, complaints, claims, demands, injunctions, judgments,
orders, decrees, rulings, damages, dues, penalties, fines, costs, amounts paid
in settlement, liabilities, obligations, Taxes, liens, losses, expenses, and
fees, including court costs and attorneys' fees and expenses, but excluding
punitive (except as provided in Section 8), exemplary, special or consequential
damages.

"Affiliate" has the meaning set forth in Rule 12b-2 of the regulations
promulgated under the Securities Exchange Act; provided, however, that (i) with
respect to the Seller, the term "Affiliate" shall exclude each member of the El
Paso Group and (ii) with respect to the Buyer, the term "Affiliate" shall
exclude each member of the Seller Group.

"Agreement" has the meaning set forth in the preface.

"Argo" has the meaning set forth in the recitals.



"Argo Credit Agreement" means that certain Credit Agreement dated as of
August 23, 2000 among Argo, the lenders party thereto, the Chase Manhattan Bank,
as administrative agent and Chase Securities Inc., as arranger, as amended,
restated, supplemented or otherwise modified from time to time

"Assets" means all of the assets of Argo, including the Prince TLP
Assets, the Prince ORI and any positive working capital.

"Assignments" means the Prince TLP Assets Assignment and the Prince ORI
Assignment.

"Assumed Obligations" has the meaning set forth in Section 2(e).

"Audited Financial Statements" has the meaning set forth in Section
4(k).

"Basis" means any past or current fact, situation, circumstance,
status, condition, activity, practice, plan, occurrence, event, incident,
action, failure to act, or transaction about which the relevant Person has
Knowledge that forms or could form the basis for any specified consequence.

"Best Efforts" means the efforts, time, and costs that a prudent Person
desirous of achieving a result would use, expend, or incur in similar
circumstances to ensure that such result is achieved as expeditiously as
possible; provided, however, that no such use, expenditure, or incurrence shall
be required if it could reasonably be expected to have an adverse effect on such
Person and would require an expense of such Person in excess of $1,000,000.

"Buyer" has the meaning set forth in the preface.

"Buyer Indemnitees" means, collectively, the Buyer and its Affiliates
and each of their respective officers (or Persons performing similar functions),
directors (or Persons performing similar functions), employees, agents and
representatives to the extent acting in such capacity.

"Buyer Party" means each of (i) the Buyer, (ii) El1 Paso Corporation,
and (iii) each Affiliate of the Buyer in which E1l Paso Corporation owns
(directly or indirectly) an Equity Interest and which is a party to any
Transaction Agreement.

"CERCLA" has the meaning set forth in Section 4(i)(1i).

"Closing" has the meaning set forth in Section 2(c).

"Closing Date" has the meaning set forth in Section 2(c).

"Closing Statement" has the meaning set forth in Section 2(f)(1).

"Code" means the Internal Revenue Code of 1986, as amended, or any
successor Law.

"Commitment" means (a) options, warrants, convertible securities,
exchangeable securities, subscription rights, conversion rights, exchange rights
or other contracts that could



require a Person to issue any of its Equity Interests or to sell any Equity
Interest it owns in another Person; (b) any other securities convertible into,
exchangeable or exercisable for, or representing the right to subscribe for any
Equity Interest of a Person or owned by a Person; (c) statutory pre-emptive
rights or pre-emptive rights granted under a Person's Organizational Documents;
and (d) stock appreciation rights, phantom stock, profit participation, or other
similar rights with respect to a Person.

"E1l Paso Corporation" means El1 Paso Corporation, a Delaware
corporation.

"El Paso Group" means, other than members of the Seller Group, (i) each
Affiliate of E1l Paso Corporation in which El1 Paso Corporation owns (directly or
indirectly) an Equity Interest and (ii) each natural person that is an Affiliate
of any Person described in (i) above solely because of such natural person's
position as an officer (or person performing similar functions), director (or
person performing similar functions) or other representative of any Person
described in (i) above, but only to the extent that such natural person is
acting in such capacity.

"Encumbrance" means any mortgage, pledge, lien, encumbrance, charge,
security interest, purchase or preferential right, right of first refusal,
option or other defect in title.

"Environmental Law" and "Environmental Laws" have the meanings set
forth in Section 4(1i).

"EPN PSA" means the Purchase, Sale and Merger Agreement dated the date
of this Agreement between E1 Paso Tennessee Pipeline Co. and the Seller.

"Equity Interest" means (a) with respect to a corporation, any and all
shares of capital stock and any Commitments with respect thereto, (b) with
respect to a partnership, limited liability company, trust or similar Person,
any and all units, interests or other partnership, limited liability company,
trust or similar interests, and any Commitments with respect thereto, and (c)
any other direct equity ownership or participation in a Person.

"Exchange Agreement" has the meaning set forth in Section 9(1i).

"Farmout Agreement" means the Farmout Agreement dated October 25, 1999
between Flextrend Development Company, L.L.C., as Farmor, and the Buyer, as
Farmee.

"Financial Statements" has the meaning set forth in Section 4(k).

"FTC" has the meaning set forth in Section 3(a)(ii).

"GAAP" means accounting principles generally accepted in the United
States consistently applied.

"Governmental Authority" means the United States or any agency thereof
and any state, county, city or other political subdivision, agency, court or
instrumentality.



"Hazardous Substances" means all materials, substances, chemicals, gas
and wastes which are regulated under any Environmental Law or which may form the
basis for liability under any Environmental Law.

"Indebtedness" means, with respect to any Person, to the extent not
classified as a current liability, on a consolidated basis, all Obligations of
the Person to other Persons for (a) borrowed money, (b) any capital lease
Obligation, (c) any Obligation (whether fixed or contingent) to reimburse any
bank or other Person in respect of amounts paid or payable under a standby
letter of credit, (d) any guarantee with respect to indebtedness (of the kind
otherwise described in this definition) of any Person and (e) any liability,
indebtedness or other Obligation of the Person.

"Indemnified Party" has the meaning set forth in Section 8(d).
"Indemnifying Party" has the meaning set forth in Section 8(d).

"Knowledge": an individual shall be deemed to have "Knowledge" of a
particular fact or other matter if such individual is consciously aware of such
fact or other matter at the time of determination. A Person other than a natural
person shall be deemed to have "Knowledge" of a particular fact or other matter
if (i) any natural person who is serving as a director, executive officer,
partner, member, executor, or trustee of such Person (or in any similar
capacity) or (ii) any employee (or any natural person serving in a similar
capacity) who is charged with the ultimate responsibility for a particular area
of such Person's operations (e.g., the manager of the environmental section with
respect to knowledge of environmental matters), at the time of determination
had, Knowledge of such fact or other matter.

"Law" or "Laws" means any statute, code, regulation, rule, injunction,
judgment, order, decree, ruling, charge, or other restriction of any applicable
Governmental Authority.

"Leases" means OCS leases OCS G-6922, 0OCS G-6921 and OCS G-13091.

"Material Adverse Effect" means any change or effect relating to the
business and operations relating to the Assets taken as a whole, that,
individually or in the aggregate with other changes or effects, materially and
adversely effects the value of the Assets taken as a whole, provided that in
determining whether a Material Adverse Effect has occurred, changes or effects
relating to (i) the natural gas pipeline, treating and processing industry
generally (including the price of natural gas and the costs associated with the
drilling and/or production of natural gas), (ii) United States or global
economic conditions or financial markets in general, or (iii) the transactions
contemplated by this Agreement, shall not be considered.

"MODEC Dispute" means the Seller's current dispute regarding additional
costs related to Amfels' work for MODEC on the Prince tension leg platform hull.

"Obligations" means duties, liabilities and obligations, whether
vested, absolute or contingent, known or unknown, asserted or unasserted,
accrued or unaccrued, liquidated or unliquidated, due or to become due, and
whether contractual, statutory or otherwise.

"0il & Gas" means 0il and gas and associated hydrocarbons.



"Ordinary Course of Business" means the ordinary course of business
consistent with the applicable Person's past custom and practice (including with
respect to quantity and frequency).

"Organizational Documents" means the articles of incorporation,
certificate of incorporation, charter, bylaws, articles or certificate of
formation, regulations, operating agreement, certificate of limited partnership,
partnership agreement, and all other similar documents, instruments or
certificates executed, adopted, or filed in connection with the creation,
formation, or organization of a Person, including any amendments thereto.

"Parent Guaranty" means the performance guaranty in the form of
Exhibit C.

"Party" and "Parties" have the meanings set forth in the preface.

"Permitted Encumbrances" means any of the following: (i) any liens for
Taxes and assessments not yet delinquent or, if delinquent, that are being
contested in good faith in the Ordinary Course of Business, provided that
adequate reserve accounts have been established in accordance with GAAP; (ii)
inchoate, mechanic's, materialmen's, and similar liens; (iii) any inchoate liens
or other Encumbrances created pursuant to any operating, farmout, construction,
operation and maintenance, co-owners, cotenancy, lease or similar agreements
listed on Schedule 1(b) for which amounts are not due; (iv) easements,
rights-of-way, restrictions and other similar Encumbrances incurred in the
Ordinary Course of Business which, in the aggregate, are not substantial in
amount and which do not in any case materially detract from the value of the
property subject thereto as it is currently being used or materially interfere
with the ordinary conduct of the business; and (v) Title Defects waived pursuant
to Section 5(f)(ii).

"Person" means an individual or entity, including any partnership,
corporation, association, joint stock company, trust, joint venture, limited
liability company, unincorporated organization, or Governmental Authority (or
any department, agency or political subdivision thereof).

"Platform Agreement" has the meaning set forth in the recitals.

"Post-Closing Tax Period" means any Tax period beginning after the
Closing Date.

"Post-Closing Tax Return" means any Tax Return that is required to be
filed for any of the Assets with respect to a Post-Closing Tax Period.

"Pre-Closing Tax Period" means any Tax periods or portions thereof
ending on or before the Closing Date.

"Pre-Closing Tax Return" means any Tax Return that is required to be
filed for any of the Assets with respect to a Pre-Closing Tax Period.

"Preferential Rights" has the meaning set forth in Section 4(j).

"Prime Rate" means the prime rate reported in the wall Street Journal
at the time such rate must be determined under the terms of this Agreement.



"Prince ORI" means, to the extent arising, accruing or otherwise
related to the period on, including and after the Purchase Price Adjustment
Date, all of Argo's rights, title and interests in and to the overriding royalty
interest in the Leases, excluding Argo's contractual rights contained in the
Farmout Agreement.

"Prince ORI Assignment" means the assignment and assumption agreement
in the form of Exhibit B-1.

"Prince TLP Assets" has the meaning set forth in the recitals.

"Prince TLP Assets Assignment" means the assignment and assumption
agreement in the form of Exhibit B-2 pursuant to which all of the Assets other
than the Prince ORI will be assigned.

"Processing Agreement" has the meaning set forth in the recitals.

"Proposed Closing Statement" has the meaning set forth in Section

2(F)(1).

"Purchase Price" means (i) $190 million, plus (ii) the amount, if any,
by which the total of the Purchase Price Increases exceeds the total of the
Purchase Price Decreases, or minus (iii) the amount, if any, by which the total
of the Purchase Price Decreases exceeds the total of the Purchase Price
Increases.

"Purchase Price Adjustment Date" means immediately after the close of
business on March 31, 2002.

"Purchase Price Decreases" means, without duplication, the following:
(i) 100% of the amount, if any, of negative Working Capital of Argo as of the
Purchase Price Adjustment Date, as determined and calculated in accordance with
GAAP; (ii) 100% of the amount, if any, of all of the consolidated Indebtedness
(other than Indebtedness otherwise included in the Working Capital) of Argo as
of the Purchase Price Adjustment Date; (iii) 100% of the amount, if any, of all
dividends and/or distributions made by Argo, if any, between the Purchase Price
Adjustment Date and the Closing Date; and (iv) 100% of the collective amount of
any Title Failure Values.

"Purchase Price Increases" means, without duplication, 100% of the
amount, if any, of positive Working Capital of Argo as of the Purchase Price
Adjustment Date, as determined and calculated in accordance with GAAP.

"Records" has the meaning set forth in Section 6(d).

"Retained Obligations" means any and all obligations related to,
arising under, or in connection with (i) any outstanding injunction, judgment,
order, decree, ruling, or charge, or any pending or threatened action, suit,
proceeding, hearing, or investigation of, in, or before any court or
gquasi-judicial or administrative agency of any federal, state, local, or foreign
jurisdiction, relating to the Assets on the Closing Date, including the matters
listed on Schedule 4(h) or (ii) the Argo Credit Agreement.

"Rights of Way" has the meaning set forth in Section 4(g).



"Securities Act" means the Securities Act of 1933, as amended from time
to time.

"Seller" has the meaning set forth in the preface.

"Seller Group" means (i) the Seller, (ii) each Affiliate of the Seller
in which the Seller owns (directly or indirectly) an Equity Interest and (iii)
each natural person that is an Affiliate of the Seller solely because of such
person's position as an officer (or person performing similar functions),
director (or person performing similar functions) or other representative of any
Person described in (i) - (ii) above, but only to the extent that such natural
person is in its capacity as an officer, director or representative of such
Person.

"Seller Indemnitees" means, collectively, the Seller and its Affiliates
and each of their respective officers (or Persons performing similar functions),
directors (or Persons performing similar functions), employees, agents, and
representatives.

"Seller Party" means each of (i) the Seller, (ii) Argo and (iii) each
Affiliate of the Seller which is a party to any Transaction Agreement.

"Straddle Period" means a Tax period or year commencing before and
ending after the Closing Date.

"Straddle Return" means a Tax Return for a Straddle Period.
"Subject Contracts" has the meaning set forth in Section 4(g).

"Subject Insurance Policies" means those material policies of
insurance, the current policies of which are listed on Schedule 1(a), which the
Seller or any of its Affiliates maintain covering any Assets.

"Sublease" means the platform space agreement in the form of Exhibit I.

"Tax" or "Taxes" means any federal, state, local, or foreign income,
gross receipts, license, payroll, employment, excise, severance, stamp,
occupation, premium, windfall profits, environmental (including taxes under Code
Section 59A), custom duties, capital stock, franchise, profits, withholding,
social security (or similar excises), unemployment, disability, ad valorem, real
property, personal property, sales, use, transfer, registration, value added,
alternative or add-on minimum, estimated, or other tax of any kind whatsoever,
including any interest, penalty or addition thereto, whether disputed or not.

"Tax Records" means all Tax Returns and Tax-related work papers
relating to the Assets.

"Tax Return" means any return, declaration, report, claim for refund,
or information return or statement relating to Taxes, including any schedule or
attachment thereto, and including any amendment thereof.

"Termination Agreement" means an agreement in the form of Exhibit G.

"Third Party Claim" has the meaning set forth in Section 8(d).



"Title Defect Notice" has the meaning set forth in Section 5(f)(ii).
"Title Defect" has the meaning set forth in Section 5(f)(ii).
"Title Failure" has the meaning set forth in Section 5(f)(ii).

"Title Failure Value" means the value of any Title Failure, as
determined in accordance with Section 5(f)(iii).

"Transaction Agreements" means this Agreement, the Assignments, the
Parent Guaranty, the Platform Agreement, the Termination Agreement, the Exchange
Agreement (if applicable), the Sublease and all other agreements, documents,
certificates or instruments executed and delivered in connection with the
transactions contemplated herein.

"Unaudited Financial Statements" has the meaning set forth in Section
4(k).

"Working Capital" means current assets less current liabilities.
2. The Transactions.

(a) Sale of Assets. Subject to the terms and conditions of this
Agreement, the Seller agrees to cause Argo to sell to the Buyer, and the Buyer
agrees to purchase from Argo, all of the rights, title and interest in and to
the Assets, free and clear of any Encumbrances.

(b) Consideration. In consideration for the assignment of the Assets,
the Buyer agrees to pay the Purchase Price to the Seller (or its designee) in
cash by wire transfer of immediately available funds.

(c) The Closing. The closing of the transactions contemplated by this
Agreement (the "Closing") shall take place at the offices of the Seller,
commencing at 10:00 a.m., local time, on the last business day of the month in
which the satisfaction or waiver of all conditions to the obligations of the
Parties to consummate the transactions contemplated hereby has occurred (other
than conditions with respect to actions each Party shall take at the Closing
itself) or such other date as the Parties may mutually determine (the "Closing
Date").

(d) Deliveries at the Closing. At the Closing, (a) the Seller shall
deliver to the Buyer the various certificates, instruments, and documents
referred to in Sections 7(a) and 9(h); (b) the Buyer shall deliver to the Seller
the various certificates, instruments, and documents referred to in Section
7(b); (c) the Parties shall execute and deliver the Assignments; (d) the Parties
shall execute and deliver the Termination Agreement; (e) the Parties shall
execute and deliver the Platform Agreement; (f) the Buyer shall cause El Paso
Corporation to execute and deliver the Parent Guaranty; (g) the Buyer shall
deliver to the Seller or its designee the estimated Purchase Price as set forth
on the Proposed Closing Statement; and (i) the Parties shall execute and/or
deliver, or cause to be executed and/or delivered, each other Transaction
Agreement.

(e) Assumed Obligations. On the Closing Date, the Buyer will assume and
will be obligated to fully and timely pay, perform, and discharge in accordance
with their terms, any



and all Obligations of Argo other than the Retained Obligations (the "Assumed
Obligations"), including:

(1) any and all Obligations of Argo under the Subject
Contracts;

(ii) any and all Obligations of Argo constituting accounts
payable relating to, arising out of or connected with the ownership or
operation of the Prince TLP Assets, including any negative 0il and Gas
imbalances;

(iii) any and all negative working capital of Argo;

(iv) any and all Obligations of Argo relating to environmental
and Tax matters; and.

(v) any and all Obligations in any way relating to the
abandoning, decommissioning, or removing of any Assets or restoring or
reconditioning the lands affected thereby.

(f) Proposed Closing Statement and Post-Closing Adjustment.

(1) At least three business days prior to the Closing Date,
the Seller shall cause to be prepared and delivered to the Buyer a
statement (the "Proposed Closing Statement"), as prepared and
determined in accordance with GAAP to the extent applicable, setting
forth the Seller's good faith estimate, including reasonable detail, of
the Purchase Price. As soon as practicable, but in any event no later
than 60 days following the Closing Date, the Seller shall cause to be
prepared and delivered to the Buyer a statement, including reasonable
detail, of the actual Purchase Price (such statement, as it may be
adjusted pursuant to Section 2(f)(ii), the "Closing Statement").

(ii) Upon receipt of the Closing Statement, the Buyer and the
Buyer's independent accountants shall be permitted during the
succeeding 30-day period to examine the work papers used or generated
in connection with the preparation of the Closing Statement and such
other documents as the Buyer may reasonably request in connection with
its review of the Closing Statement. Within 30 days of receipt of the
Closing Statement, the Buyer shall deliver to the Seller a written
statement describing in reasonable detail its objections (if any) to
any amounts or items set forth on the Closing Statement. If the Buyer
does not raise objections within such period, then, the Closing
Statement shall become final and binding upon all Parties at the end of
such period. If the Buyer raises objections, the Parties shall
negotiate in good faith to resolve any such objections. If the Parties
are unable to resolve any disputed item within 60 days after the
Buyer's receipt of the Closing Statement, any such disputed item shall
be submitted to a nationally recognized independent accounting firm
mutually agreeable to the Parties who shall be instructed to resolve
such disputed item within 30 days. The resolution of disputes by the
accounting firm so selected shall be set forth in writing and shall be
conclusive, binding and non-appealable upon the Parties and the Closing
Statement shall become final and binding upon the date of such
resolution. The



fees and expenses of such accounting firm shall be paid one-half by the
Buyer and one-half by the Seller.

(iii) If the Purchase Price as set forth on the Closing
Statement exceeds the estimated Purchase Price as set forth on the
Proposed Closing Statement, the Buyer shall pay the Seller the amount
of such excess. If the estimated Purchase Price as set forth on the
Proposed Closing Statement exceeds the Purchase Price as set forth on
the Closing Statement, the Seller shall pay to the Buyer (or its
designee) the amount of such excess. After giving effect to the
foregoing adjustments, any amount to be paid by the Buyer to the
Seller, or to be paid by the Seller to the Buyer, as the case may be,
shall be paid in the manner and with interest as provided in Section
2(f)(iv)at a mutually convenient time and place within five business
days after the later of acceptance of the Closing Statement or the
resolution of the Buyer's objections thereto pursuant to Section
2(f)(ii).

(iv) Any payments pursuant to this Section 2(f) shall be made
by causing such payments to be credited in immediately available funds
to such account or accounts of the Buyer or the Seller, as the case may
be, as may be designated by the Buyer or the Seller, as the case may
be. If payment is being made after the fifth business day referred to
in Section 2(f)(iii), the amount of the payment to be made pursuant to
this Section 2(f) shall bear interest from and including such fifth
business day to, but excluding, the date of payment at a rate per annum
equal to the Prime Rate plus two percent. Such interest shall be
payable at the same time as the payment to which it relates and shall
be calculated on the basis of a year of 365 days and the actual number
of days for which due.

(v) The Buyer shall cooperate in the preparation of the
Closing Statement, including providing customary certifications to the
Seller, and, if requested, to the Seller's independent accountants or
the accounting firm selected by mutual agreement of the Parties
pursuant to Section 2(f)(ii).

(vi) Except as set forth in Section 2(f)(ii), each Party shall
bear its own expenses incurred in connection with the preparation and
review of the Closing Statement.

3. Representations and Warranties Concerning the Transaction.

(a) Representations and Warranties of the Seller. The Seller hereby
represents and warrants to the Buyer as follows:

(i) Organization and Good Standing. The Seller is an entity
duly organized, validly existing, and in good standing under the Laws
of the state of Delaware. The Seller is in good standing under the Laws
of the state of Texas and each other jurisdiction which requires such
qualification, except where the lack of such qualification would not
have a Material Adverse Effect.
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(ii) Authorization of Transaction. Each Seller Party has full
power and authority (including full entity power and authority) to
execute and deliver each Transaction Agreement to which such Seller
Party is a party and to perform its obligations thereunder. Each
Transaction Agreement to which any Seller Party is a party constitutes
the valid and legally binding obligation of such Seller Party,
enforceable against such Seller Party in accordance with its terms and
conditions, subject, however, to the effects of bankruptcy, insolvency,
reorganization, moratorium or similar Laws affecting creditors' rights
generally, and to general principles of equity (regardless of whether
such enforceability is considered in a proceeding in equity or at law).
Except as set forth on Schedule 3(a)(ii), no Seller Party need give any
notice to, make any filing with, or obtain any authorization, consent,
or approval of any Governmental Authority or any other Person in order
to consummate the transactions contemplated by this Agreement or any
other Transaction Agreement to which such Seller Party is a party,
except for the prior approval of the Federal Trade Commission ("FTC"),
if applicable.

(iii) Noncontravention. Except for prior approval of the FTC
(if applicable) and filings specified in Schedule 3(a)(ii) or as set
forth in Schedule 3(a)(iii), neither the execution and delivery of any
Transaction Agreement, nor the consummation of any of the transactions
contemplated thereby, shall (A) violate any statute, regulation, rule,
injunction, judgment, order, decree, ruling, charge, or other
restriction of any Governmental Authority to which any Seller Party is
subject or any provision of its Organizational Documents or (B)
conflict with, result in a breach of, constitute a default under,
result in the acceleration of, create in any Person the right to
accelerate, terminate, modify, or cancel, or require any notice under
any agreement, contract, lease, license, instrument, or other
arrangement to which any Seller Party is a party or by which it is
bound or to which any of its assets or any of the Assets are subject,
except for such violations, defaults, breaches, or other occurrences
that do not, individually or in the aggregate, have a material adverse
effect on the ability of the Seller or any other Seller Party to
consummate the transactions contemplated by such Transaction Agreement.

(iv) Brokers' Fees. No Seller Party has any liability or
obligation to pay any fees or commissions to any broker, finder, or
agent with respect to the transactions contemplated by this Agreement
for which the Buyer could become liable or obligated.

(b) Representations and Warranties of the Buyer. The Buyer hereby
represents and warrants to the Seller as follows:

(i) Organization of the Buyer. Each Buyer Party is a limited
liability company, limited partnership or corporation duly organized,
validly existing, and in good standing under the Laws of the state of
Delaware. Each Buyer Party is in good standing under the Laws of the
state of Texas and each other jurisdiction which requires such
qualification, except where the lack of such qualification would not
have a Material Adverse Effect.
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(ii) Authorization of Transaction. Each Buyer Party has full
power and authority (including full entity power and authority) to
execute and deliver each Transaction Agreement to which it is a party
and to perform its obligations thereunder. Each Transaction Agreement
to which such Buyer Party is a party constitutes the valid and legally
binding obligation of such Buyer Party, enforceable against such Buyer
Party in accordance with its terms and conditions, subject, however, to
the effects of bankruptcy, insolvency, reorganization, moratorium or
similar Laws affecting creditors' rights generally, and to general
principles of equity (regardless of whether such enforceability is
considered in a proceeding in equity or at law). Except as set forth on
Schedule 3(b)(ii), no Buyer Party needs to give any notice to, make any
filing with, or obtain any authorization, consent, or approval of any
Governmental Authority or any other Person in order to consummate the
transactions contemplated by this Agreement or any other Transaction
Agreement, except for the prior approval of the FTC, if applicable.

(iii) Noncontravention. Except for the prior approval of the
FTC (if applicable) and filings specified in Schedule 3(b)(ii) or as
set forth in Schedule 3(b)(iii), neither the execution and delivery of
any Transaction Agreement to which any Buyer Party is a party, nor the
consummation of any of the transactions contemplated thereby, shall (A)
violate any statute, regulation, rule, injunction, judgment, order,
decree, ruling, charge, or other restriction of any Governmental
Authority to which such Buyer Party is subject or any provision of its
Organizational Documents or (B) conflict with, result in a breach of,
constitute a default under, result in the acceleration of, create in
any Person the right to accelerate, terminate, modify, or cancel, or
require any notice, approval or consent under any agreement, contract,
lease, license, instrument, or other arrangement to which any Buyer
Party is a party or by which it is bound or to which any of its assets
is subject, except for such violations, defaults, breaches, or other
occurrences that do not, individually or in the aggregate, have a
material adverse effect on the ability of any Buyer Party to consummate
the transactions contemplated by such Transaction Agreement.

(iv) Brokers' Fees. No Buyer Party has any liability or
obligation to pay any fees or commissions to any broker, finder, or
agent with respect to the transactions contemplated by this Agreement
for which the Seller could become liable or obligated.

(v) Investment. The Buyer is familiar with investments of the
nature of the Assets, understands that this investment involves
substantial risks, has adequately investigated the Assets, and has
substantial knowledge and experience in financial and business matters
such that it is capable of evaluating, and has evaluated, the merits
and risks inherent in purchasing the Assets, and is able to bear the
economic risks of such investment. The Buyer has had the opportunity to
visit with the Seller and its applicable Affiliates and meet with their
representative officers and other representatives to discuss the
business, assets, liabilities, financial condition, and operations of
the Assets, has received all materials,
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documents and other information that the Buyer deems necessary or
advisable to evaluate the Assets, and has made its own independent
examination, investigation, analysis and evaluation of the Assets,
including its own estimate of the value of the Assets. The Buyer has
undertaken such due diligence (including a review of the assets,
properties, liabilities, books, records and contracts constituting part
of the Assets) as the Buyer deems adequate.

4. Representations and Warranties Concerning the Assets and/or Argo.
The Seller hereby represents and warrants to the Buyer as follows:

(a) Organization, Qualification and Company Power. Each of the Seller
Parties (x) is a limited liability company, partnership (limited or general) or
corporation duly organized, validly existing, and in good standing under the
Laws of the state of Delaware; (y) is in good standing under the Laws of the
state of Texas and each other jurisdiction which requires qualification, except
where the lack of such qualification would not have a Material Adverse Effect;
and (z) has full power and authority to carry on the businesses in which it is
engaged and to own and use the properties owned and used by it.

(b) Noncontravention. Except for the need to obtain prior approval of
the FTC or as set forth in Schedule 4(b), neither the execution and delivery of
any Transaction Agreement to which any Seller Party is a party, nor the
consummation of any of the transactions contemplated thereby, shall (i) violate
any statute, regulation, rule, injunction, judgment, order, decree, ruling,
charge, or other restriction of any Governmental Authority to which any of the
Assets is subject or any provision of the Organizational Documents of any Seller
Party or (ii) conflict with, result in a breach of, constitute a default under,
result in the acceleration of, create in any party the right to accelerate,
terminate, modify, or cancel, require any notice or trigger any rights to
payment or other compensation, or result in the imposition of any Encumbrance on
any of the Assets under, any agreement, contract, lease, license, instrument, or
other arrangement to which any of the Assets is subject, except where the
violation, conflict, breach, default, acceleration, termination, modification,
cancellation, failure to give notice, right to payment or other compensation, or
Encumbrance would not have a Material Adverse Effect, or would not materially
adversely affect the ability of any Seller Party to consummate the transactions
contemplated by such Transaction Agreement.

(c) Title to and Condition of Assets.

(i) The Seller has good, marketable and indefeasible title to
all of the Assets in each case free and clear of all Encumbrances,
except for (a) Permitted Encumbrances and (b) Encumbrances disclosed in
Schedule 4(c)(i). For the purposes of this Section 4(c)(i), "good,
marketable and indefeasible title" with respect to the Prince ORI means
a that record title (constituting a general warranty) which entitles
the Seller to receive not less than the net overriding royalty
interest(s) set forth on Exhibit A and attributable to the 0il & Gas
produced, saved and marketed from each of the Leases and of all 0il &
Gas produced, saved and marketed from any unit of which any Lease is a
part and allocated to such Lease, all without reduction, suspension or
termination of the interests in each Lease throughout the duration of
such Lease. The Assets are
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described on Exhibit A. The operations of the Assets are the only
operations reflected in the Financial Statements.

(ii) To the Seller's Knowledge, except as disclosed in
Schedule 4(c)(ii), the Prince TLP Assets are in good operating
condition and repair (normal wear and tear excepted), are free from
defects (patent and latent), are suitable for the purposes for which
they are currently used and are not in need of maintenance or repairs
except for ordinary routine maintenance and repairs.

(iii) [Intentionally omitted.]
(iv) [Intentionally omitted.]

(v) Encumbrances for Borrowed Money. Except as set forth on
Schedule 4(c)(v), there are no borrowings, loan agreements, promissory
notes, pledges, mortgages, guaranties, liens and similar liabilities
(direct and indirect), or Encumbrances which are secured by or
constitute an Encumbrance on the Assets and/or Argo.

(d) Material Change. Except as set forth in Schedule 4(d), since
31, 2001:

(i) there has not been any Material Adverse Effect with
respect to the Assets and/or Argo;

(ii) the Prince TLP Assets have been operated and maintained
in the Ordinary Course of Business;

(iii) to the Seller's Knowledge, there has not been any
material damage, destruction or loss to any material portion of the
Assets, whether or not covered by insurance;

(iv) there has been no purchase, sale or lease of any material
asset included in the Assets other than the acquisition of the Prince
ORI by Argo;

(v) there has been no actual, pending, or to the Seller's
Knowledge, threatened change affecting any of the Assets with any
customers, licensors, suppliers, distributors or sales representatives
of the Seller, except for changes that do not have a Material Adverse
Effect;

(vi) there has been no (x) amendment or modification in any
material respect to any Subject Contract or any other contract or
agreement material to the Assets, or (y) termination of any Subject
Contract or any other contract or agreement material to the Assets
before the expiration of the term thereof other than to the extent any
such material contract or agreement terminated pursuant to its terms in
the Ordinary Course of Business; and
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(vii) there is no contract, commitment or agreement to do any
of the foregoing, except as expressly permitted hereby.

(e) Legal Compliance. Each Seller Party, with respect to the Assets
and/or Argo, has complied with all applicable Laws of all Governmental
Authorities, except where the failure to comply would not have a Material
Adverse Effect. The Seller makes no representations or warranties in this
Section 4(e) with respect to Taxes or Environmental Laws, for which the sole
representations and warranties of the Seller are set forth in Sections 4(f) and
4(i), respectively.

(f) Tax Matters. Except as set forth in Schedule 4(f) or as would not
have a Material Adverse Effect:

(i) the Seller, Argo and their Affiliates have filed, or
caused to be filed, all Tax Returns with respect to the Assets that
they were required to file and such Tax Returns are accurate in all
material respects;

(ii) All Taxes shown as due by the Seller, Argo or their
Affiliates on any such Tax Returns have been paid; and

(iii) There is no dispute or claim concerning any Tax
liability of Seller, Argo or any of their Affiliates related to the
Assets claimed or raised in writing by any Governmental Authority.

(g) Contracts and Commitments. Schedule 4(g)(i) contains a list of all
the material contracts, agreements, licenses, permits and other documents and
instruments constituting part of the Assets (the "Subject Contracts"), and each
such Subject Contract is in full force and effect, except where the failure to
be in full force and effect would not have a Material Adverse Effect. Schedule
4(g)(ii) contains a list of all rights-of-way constituting part of the Assets
(the "Rights of way"). The Subject Contracts, together with the Rights of Wway,
constitute all of the contracts, agreements, rights of way, licenses, permits,
and other documents and instruments necessary for the operation and business of
the Prince TLP Assets consistent with applicable Laws and prior operation. The
Seller Parties have performed all material obligations required to be performed
by them to date under the Subject Contracts and the Rights of Way, and are not
in default under any material obligation of any such contract or right-of-way,
except when such default would not have a Material Adverse Effect. To the
Seller's Knowledge, no other party to any Subject Contract is in default
thereunder.

(h) Litigation.

(i) Schedule 4(h) sets forth each instance in which the Seller
or any of the Assets and/or Argo (i) is subject to any outstanding
injunction, judgment, order, decree, ruling, or charge or (ii) is the
subject of any action, suit, proceeding, hearing, or investigation of,
in, or before any court or quasi-judicial or administrative agency of
any federal, state, local, or foreign jurisdiction, or is the subject
of any pending or, to the Seller's Knowledge, threatened claim, demand,
or notice of violation or liability from any Person, except where any
of the foregoing would not have a Material Adverse Effect.
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(ii) No Seller Party has Knowledge of any Basis for any
present or future injunction, judgment, order, decree, ruling, or
charge or action, suit, proceeding, hearing, or investigation of, in,
or before any court or quasi-judicial or administrative agency of any
federal, state, local, or foreign jurisdiction, against any of them
giving rise to any Obligation to which any of the Assets and/or Argo
would be subject.

(1) Environmental Matters. Except as set forth in Schedule 4(1i):

(i) The Seller, with respect to the Assets, has been in
compliance with all applicable local, state, and federal laws, rules,
regulations, and orders regulating or otherwise pertaining to (a) the
use, generation, migration, storage, removal, treatment, remedy,
discharge, release, transportation, disposal, or cleanup of pollutants,
contamination, hazardous wastes, hazardous substances, hazardous
materials, toxic substances or toxic pollutants, (b) surface waters,
ground waters, ambient air and any other environmental medium on or off
any Lease or (c) the environment or health and safety-related matters;
including the following as from time to time amended and all others
whether similar or dissimilar: the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980 (as amended by the
Superfund Amendments and Reauthorization Act of 1986 "CERCLA"), the
Resource Conservation and Recovery Act of 1976, as amended by the Used
0il Recycling Act of 1980, the Solid Waste Disposal Act Amendments of
1980, and the Hazardous and Solid Waste Amendments of 1984, the
Hazardous Materials Transportation Act, as amended, the Toxic Substance
Control Act, as amended, the Clean Air Act, as amended, the Clean Water
Act, as amended, and all regulations promulgated pursuant thereto
(collectively, the "Environmental Laws" and individually an
"Environmental Law"), except for such instances of noncompliance that
individually or in the aggregate do not have a Material Adverse Effect.

(ii) The Seller has obtained all permits, licenses,
franchises, authorities, consents, registrations, orders, certificates,
waivers, exceptions, variances and approvals, and have made all
filings, paid all fees, and maintained all material information,
documentation, and records, as necessary under applicable Environmental
Laws for operating the Assets as they are presently operated, and all
such permits, licenses, franchises, authorities, consents, approvals,
and filings remain in full force and effect, except for such matters
that individually or in the aggregate do not have a Material Adverse
Effect. Schedule 4(i)(ii) sets forth a complete list of all permits,
licenses, franchises, authorities, consents, and approvals, as
necessary under applicable Environmental Laws for operating the Assets
as they are presently operated, each of which is held in the name of
the appropriate Seller Party as indicated on such schedule.

(iii) Except as would not have a Material Adverse Effect, (x)
there are no pending or threatened claims, demands, actions,
administrative proceedings or lawsuits against the Seller with respect
to the Assets and/or Argo and the Seller has not received notice of any
of the foregoing and (y)
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none of the Assets and/or Argo is, subject to any outstanding
injunction, judgment, order, decree or ruling under any Environmental
Laws.

(iv) The Seller has not received any written notice that the
Seller, with respect to the Assets, is or may be a potentially
responsible party under CERCLA or any analogous state law in connection
with any site actually or allegedly containing or used for the
treatment, storage or disposal of Hazardous Substances.

(v) All Hazardous Substances or solid wastes generated,
transported, handled, stored, treated or disposed by, in connection
with or as a result of the operation or possession of the Seller or the
conduct of the Seller, have been transported only by carriers
maintaining valid authorizations under applicable Environmental Laws
and treated, stored, disposed of or otherwise handled only at
facilities maintaining valid authorizations under applicable
Environmental Laws and such carriers and facilities have been and are
operating in compliance with such authorizations and are not the
subject of any existing, pending or threatened action, investigation or
inquiry by any Governmental Authority or other Person in connection
with any of the Environmental Laws.

The Seller makes no representation or warranty regarding any compliance or
failure to comply with, or any actual or contingent liability under, any
Environmental Law, except as expressly set forth in this Section 4(i). For
purposes of this Section 4(i), each reference to the Seller or Seller Parties
shall be deemed to include the Seller Parties and their Affiliates.

(j) Preferential Purchase Rights. Except as set forth on Schedule 4(j),
there are no preferential purchase rights, options or other rights held by any
Person not a party to this Agreement to purchase or acquire any or all of the
Assets, in whole or in part, that would be triggered or otherwise affected as a
result of the transactions contemplated by this Agreement ("Preferential
Rights").

(k) Financial Statements.

(i) Schedule 4(k) sets forth (A) audited financial statements
covering the ownership and operation of the Assets and/or Argo as of,
and for the twelve month period ended, December 31, 2000 (the "Audited
Financial Statements") and (B) unaudited financial statements covering
the ownership and operations of the Prince TLP Assets as of, and for
the twelve month period ended, December 31, 2001 (the "Unaudited
Financial Statements" and, together with the Audited Financial
Statements, the "Financial Statements").

(ii) (A) The Financial Statements were prepared in accordance
with GAAP (except as expressly set forth therein, except (with respect
to the Unaudited Financial Statements) for the absence of footnotes
(other than to the extent footnotes are included in Schedule 4(k)), and
fairly present, in all material respects, the financial position,
income and cash flows associated with the ownership and operation of
the Assets and/or Argo as of the dates and for the periods indicated;
(B) the Financial Statements do not omit to state any liability
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required to be stated therein in accordance with GAAP (except as
expressly set forth therein, except (with respect to the Unaudited
Financial Statements) for the absence of footnotes (other than to the
extent footnotes are included in Schedule 4(k)), and except (with
respect to the Unaudited Financial Statements) for normal year-end
adjustments); and (C) except with respect to Obligations under the
Farmout Agreement or set forth on Schedule 4(k)(ii), all Assumed
Obligations are reflected in the Financial Statements.

(iii) with respect to the Prince ORI, prior to and through the
Closing Date the Seller Parties have properly made all payments and
disbursements owing to each overriding royalty owner for whom a Seller
Party was responsible to make any such payments and/or disbursements.

(1) Employee Matters. Argo has no employees.

(m) Prohibited Events. None of the matters described in Section 5(c)
have occurred since June 30, 2001.

(n) Regulatory Matters. No Seller Party is (i) a "holding company," a
"subsidiary company" of a "holding company," an "affiliate" of a "holding
company," or a "public utility," as each such term is defined in the Public
Utility Holding Company Act of 1935, as amended, or (ii) an "investment company"
or a company "controlled" by an "investment company," within the meaning of the
Investment Company Act of 1940, as amended, and the rules and regulations
promulgated thereunder. Except as set forth on Schedule 4(n), none of the Assets
are subject to regulation by the Federal Energy Regulatory Commission or rate
regulation or comprehensive nondiscriminatory access regulation under any
federal laws or the laws of any state or other local jurisdiction.

(o) Intercompany Transactions. Each outstanding receivable, payable and
other intercompany transaction and arrangement between the Seller and any of its
Affiliates, on the one hand, and Argo, on the other hand, is listed on Schedule
4(0).

(p) Disclaimer of Representations and Warranties Concerning Personal
Property, Equipment and Fixtures. The Buyer acknowledges that (i) it has had and
pursuant to this Agreement shall have before Closing access to the Assets and
the officers and employees of the Seller and (ii) in making the decision to
enter into this Agreement and consummate the transactions contemplated hereby,
the Buyer has relied solely on the basis of its own independent investigation
and upon the express representations, warranties, covenants, and agreements set
forth in this Agreement and the other Transaction Agreements. Accordingly, the
Buyer acknowledges that, except as expressly set forth in this Agreement, the
Seller has not made, and THE SELLER MAKES NO AND DISCLAIMS ANY, REPRESENTATIONS
OR WARRANTIES, WHETHER EXPRESS OR IMPLIED, AND WHETHER BY COMMON LAW, STATUTE,
OR OTHERWISE, REGARDING (i) THE QUALITY, CONDITION, OR OPERABILITY OF ANY
PERSONAL PROPERTY, EQUIPMENT, OR FIXTURES, (ii) THEIR MERCHANTABILITY, (iii)
THEIR FITNESS FOR ANY PARTICULAR PURPOSE, (iv) THEIR CONFORMITY TO MODELS,
SAMPLES OF MATERIALS OR MANUFACTURER DESIGN, OR (v) AS TO WHETHER ANY ASSETS ARE
YEAR 2000
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COMPLIANT, AND ALL PERSONAL PROPERTY AND EQUIPMENT IS DELIVERED "AS IS, WHERE
IS" IN THE CONDITION IN WHICH THE SAME EXISTS.

5. Pre-Closing Covenants. The Parties agree as follows with respect to
the period between the date of this Agreement and the Closing:

(a) General. The Buyer shall use its Best Efforts to take all action
and to do all things necessary, proper, or advisable in order to consummate and
make effective the transactions contemplated by this Agreement, including the
Seller's conditions to closing in Section 7(b). The Seller shall, and shall
cause Argo to, use its Best Efforts to take all action and to do all things
necessary, proper, or advisable in order to consummate and make effective the
transactions contemplated by this Agreement, including the Buyer's conditions to
closing in Section 7(a).

(b) Notices and Consents. Each of the Parties shall give any notices
to, make any filings with, and use its Best Efforts to obtain any
authorizations, consents, and approvals of Governmental Authorities and third
parties it is required to obtain in connection with the matters referred to in
Sections 3(a)(ii), 3(a)(iii), 3(b)(ii), and 3(b)(iii) including the
corresponding Schedules, so as to permit the Closing to occur not later than
9:00 a.m. (Houston time) on April 1, 2002. Without limiting the generality of
the foregoing, the Parties agree to work in good faith with the FTC in order to
consummate the transactions contemplated hereby as soon as reasonably
practicable, but in no event later than 9:00 a.m. (Houston time) on April 1,
2002; provided, that, notwithstanding anything to the contrary contained herein,
this sentence shall not obligate the Buyer to divest or hold separate any assets
or enter into any agreement not contemplated by this Agreement or modify this
Agreement.

(c) Operation of Business. The Seller shall not permit Argo to, without
the consent of the Buyer (which consent shall not be unreasonably withheld or
delayed), except as expressly contemplated by this Agreement or as contemplated
by Schedule 5(c), engage in any practice, take any action, or enter into any
transaction outside the Ordinary Course of Business. Without limiting the
generality of the foregoing, without the consent of the Buyer (which consent
shall not be unreasonably withheld or delayed), except as expressly contemplated
by this Agreement or Schedule 5(c), the Seller shall not permit Argo to do any
of the following:

(i) [intentionally omitted];

(ii) cause or allow any part of the Assets to become subject
to an Encumbrance, except for Permitted Encumbrances and other
Encumbrances identified in Section 4(c);

(iii) amend in any material respect any Subject Contract
material to the Assets or terminate any such material contract or
agreement before the expiration of the term thereof other than to the
extent any such material contract or agreement expires in accordance
with its terms in the Ordinary Course of Business;
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(iv) except as required by Law, make, change or revoke any Tax
election relevant to any Asset;

(v) (A) acquire (including by merger, consolidation or
acquisition of Equity Interest or assets) any corporation, partnership,
limited liability company or other business organization or any
division thereof or any material amount of assets other than the Prince
ORI; (B) incur any Indebtedness for borrowed money or issue any debt
securities or assume, guarantee, endorse, or otherwise as an
accommodation become responsible for, the obligations of any Person, or
make any loans or advances; (C) sell, lease or otherwise dispose of any
property or assets, other than sales of goods or services in the
Ordinary Course of Business; or (D) enter into or amend a contract,
agreement, commitment, or arrangement with respect to any matter set
forth in this Section 5(c)(v) or (except for contracts with aggregate
Obligations not in excess of $10,000) otherwise not in the Ordinary
Course of Business; provided that notwithstanding any provision of this
Agreement, if the Buyer expressly consents in writing (x) Argo shall be
entitled to dividend and/or distribute to its Equity Interest holders,
at any time, and from time to time, such cash generated by Argo's
business to which such Equity Interest holder would otherwise be
entitled (other than cash arising from borrowings by such company or
sales of assets by such company outside of the Ordinary Course of
Business) so long as such dividends and/or distributions are reflected
as a Purchase Price Decrease, where appropriate, and (y) Argo may make
or incur capital expenditures in accordance with the terms of its
Organizational Documents and the capital expenditures budget set forth
on Schedule 5(c)(v); or

(vi) [Intentionally omitted. ]

(vii) initiate or settle any litigation, complaint, rate
filing or administration proceeding relating to the Assets.

(d) Intercompany Transactions. All outstanding receivables, payables
and other intercompany transactions and arrangements between the Seller and any
of its Affiliates, on the one hand, and Argo, on the other hand, shall remain in
full force and effect as Assumed Obligations through and after the Closing.

(e) Full Access. The Seller shall permit, and shall cause its
Affiliates to permit, representatives of the Buyer to have full access at all
reasonable times, and in a manner so as not to interfere with the normal
business operations of the Seller and its Affiliates, to all premises,
properties, personnel, books, records (including Tax records), contracts, and
documents of Argo or pertaining to any of the Assets.

(f) Liens and Encumbrances.
(1) Prior to the Closing, the Seller shall obtain releases of

all liens and other Encumbrances disclosed in Schedule 4(c)(i), without
any post-Closing
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liability or expense to any Asset or any Buyer Party, and shall provide
proof of such releases to the Buyer at the Closing.

(ii) Prior to the Closing, the Buyer may from time to time
notify Seller in writing (a "Title Defect Notice") of any liens or
other Encumbrances or defects or irregularities of title which would
cause a breach of a representation or warranty of Seller set forth in
Section 4(c)(i) with respect to the Prince ORI ("Title Defect"). Any
Title Defect as described in a Title Defect Notice delivered to the
Seller prior to Closing and not cured to the Buyer's satisfaction on or
before the Closing, unless the time for cure is extended in writing by
the Buyer, shall be a "Title Failure" unless waived by Buyer. Any Title
Defect waived by Buyer shall become a Permitted Encumbrance.

(iii) In the event of a Title Failure, then the Title Failure
Value associated with such Title Failure shall be the product of (A)
the allocated value attributed to the Prince ORI pursuant to Section
9(g) multiplied by (B) the actual overriding royalty interest
attributable to the Prince ORI, divided by (C) the overriding royalty
interest attributable to the Prince ORI stated in Exhibit A:

6. Post-Closing Covenants. The Parties agree as follows:

(a) General. In case at any time after the Closing any further action
is necessary to carry out the purposes of this Agreement, each of the Parties
shall take such further action (including the execution and delivery of such
further instruments and documents) as the other Party reasonably may request,
all at the sole cost and expense of the requesting Party (unless the requesting
Party is entitled to indemnification therefor under Section 8).

(b) Litigation Support. In the event and for so long as any Party
actively is contesting or defending against any action, suit, proceeding,
hearing, investigation, charge, complaint, claim, or demand in connection with
(i) any transaction contemplated under this Agreement or (ii) any fact,
situation, circumstance, status, condition, activity, practice, plan,
occurrence, event, incident, action, failure to act, or transaction on or before
the Closing Date involving the Assets, the other Party shall cooperate with the
contesting or defending Party and its counsel in the defense or contest, make
available its personnel, and provide such testimony and access to its books and
records (other than books and records which are subject to privilege or to
confidentiality restrictions) as shall be necessary in connection with the
defense or contest, all at the sole cost and expense of the contesting or
defending Party (unless the contesting or defending Party is entitled to
indemnification therefor under Section 8). The Seller shall have sole control
over all litigation, arbitration, settlement and other dispute resolution
proceedings with respect to the MODEC Dispute; provided that Seller shall keep
Buyer promptly informed as to the progress and resolution of the MODEC Dispute.

(c) Surety Bonds; Guarantees. The Buyer agrees to be substituted as the
surety or guarantor of any surety bonds or guarantees issued by the Seller or
any of its Affiliates in connection with the Assets, including the surety bonds
and guarantees listed on Schedule 6(c). The Buyer and the Seller shall cooperate
to effect all such substitutions and the Buyer shall indemnify and hold the
Seller harmless from and against any Adverse Consequences arising
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from the failure of the Buyer to be so substituted. The Buyer shall use
commercially reasonable efforts to obtain a release of the Seller from any
surety or guaranty obligations with respect to the Assets.

(d) Delivery and Retention of Records. On the Closing Date, the Seller
shall deliver or cause to be delivered to the Buyer, copies of Tax Records which
are relevant to Post-Closing Tax Periods and all other files, books, records,
information and data relating to the Assets (other than Tax Records) that are in
the possession or control of the Seller (the "Records"). The Buyer agrees to (i)
hold the Records and not to destroy or dispose of any thereof for a period of
ten years from the Closing Date or such longer time as may be required by Law,
provided that, if it desires to destroy or dispose of such Records during such
period, it shall first offer in writing at least 60 days before such destruction
or disposition to surrender them to the Seller and if the Seller does not accept
such offer within 20 days after receipt of such offer, the Buyer may take such
action and (ii) afford the Seller, its accountants, and counsel, during normal
business hours, upon reasonable request, at any time, full access to the Records
and to the Buyer's employees to the extent that such access may be requested for
any legitimate purpose at no cost to the Seller (other than for reasonable
out-of-pocket expenses); provided that such access shall not be construed to
require the disclosure of Records that would cause the waiver of any
attorney-client, work product, or like privilege; provided, further that in the
event of any litigation nothing herein shall limit any Party's rights of
discovery under applicable Law.

7. Conditions to Obligation to Close.

(a) Conditions to Obligation of the Buyer. The obligation of the Buyer
to consummate the transactions to be performed by it in connection with the
Closing is subject to satisfaction of the following conditions:

(1) the representations and warranties of the Seller contained
in Sections 3(a) and 4 must be true and correct in all material
respects (without giving effect to any supplement to the Schedules, any
gqualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value, except with respect to (A)
the representations and warranties in Section 4(c)(ii) and (B) the
representations and warranties in Section 4(d)(iii) with respect to
latent defects, for which in each such case qualifications as to
Knowledge shall be given effect) as of the date of this Agreement and
at Closing (except for those which refer to a specific date, which must
be true and correct as of such date);

(ii) the Seller must have performed and complied in all
material respects with its covenants hereunder through the Closing
(without giving effect to any supplement to the Schedules, any
gqualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value);

(iii) there must not be any injunction, judgment, order,
decree, ruling, or charge in effect preventing consummation of any of
the transactions contemplated by this Agreement or any suit or action
pending by a Governmental
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executes

Authority to enjoin the consummation of any of the transactions,
contemplated by this Agreement;

(iv) the Seller must have obtained all material Governmental
Authority and third party consents, including any material consents
specified in Sections 3(a)(ii), 3(a)(iii) and 4(b) and including the
corresponding Schedules;

(v) the Seller must have delivered to the Buyer a certificate
to the effect that each of the conditions specified in Sections 7(a)(1)
- (iv) 1is satisfied in all respects;

(vi) the FTC must have approved the transactions contemplated
hereunder;

(vii) the Closing Date shall be no earlier than March 28,
2002;

(viii) E1 Paso Tennessee Pipeline Co. (an Affiliate of the
Buyer) and the Seller must have executed and delivered the EPN PSA and
the closing of the transactions contemplated therein must have
occurred; and

(ix) the Seller shall have caused any and all amounts
outstanding under the Argo Credit Agreement to be paid in full.

The Buyer may waive any condition specified in this Section 7(a) if it
a writing so stating at or before the Closing.

(b) Conditions to Obligation of the Seller. The obligation of the

Seller to consummate the transactions to be performed by it in connection with
the Closing is subject to satisfaction of the following conditions:

(i) the representations and warranties of the Buyer contained
in Section 3(b) must be true and correct in all material respects
(without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value) as of the date of this
Agreement and at Closing (except for those which refer to a specific
date, which must be true and correct as of such date);

(ii) the Buyer must have performed and complied in all
material respects with each of its covenants hereunder through the
Closing (without giving effect to any supplement to the Schedules, any
qualification as to materiality, Material Adverse Effect, Knowledge,
awareness or concepts of similar import, or any qualification or
limitation as to monetary amount or value);

(iii) there must not be any injunction, judgment, order,
decree, ruling, or charge in effect preventing consummation of any of
the transactions contemplated by this Agreement or any suit or action
pending by a Governmental
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Authority to enjoin the consummation of any of the transactions,
contemplated by this Agreement;

(iv) the Seller must have obtained all material Governmental
Authority and third party consents, including material consents
specified in Sections 3(a)(ii), 3(a)(iii) and 4(b) and including the
corresponding Schedules;

(v) the Buyer must have delivered to the Seller a certificate
to the effect that each of the conditions specified in Sections 7(b)(1)
- (iv) 1is satisfied in all respects;

(vi) the FTC must have approved the transactions contemplated
hereunder;

(vii) E1 Paso Tennessee Pipeline Co. (an Affiliate of the
Buyer) and the Seller must have executed and delivered the EPN PSA and
the closing of the transactions contemplated therein must have
occurred; and

(viii) the Seller shall have caused any and all amounts
outstanding under the Argo Credit Agreement to be paid in full.

The Seller may waive any condition specified in this Section 7(b) if it
executes a writing so stating at or before the Closing.

8. Remedies for Breaches of this Agreement

(a) Survival of Representations and Warranties. (i) All of the
representations and warranties of the Seller contained in Sections 3(a) and 4
(other than Sections 4(f) and 4(h)(ii)) shall survive the Closing hereunder for
a period of three years after the Closing Date; (ii) the representations and
warranties of the Seller contained in Section 4(f) shall survive the Closing
with respect to any given claim that would constitute a breach of such
representation or warranty until 90 days after the expiration of the statute of
limitations applicable to the underlying Tax matter giving rise to that clainm,
and (iii) the representations and warranties of the Seller contained in Section
4(h)(ii) shall survive the Closing for a period of one year after the Closing
Date. The representations and warranties of the Buyer contained in Section 3(b)
shall survive the Closing for a period of three years after the Closing Date.
The covenants and obligations contained in Sections 2 and 6 and all other
covenants and obligations contained in this Agreement (other than Section
8(b)(iv)) shall survive the Closing forever. The covenants and obligations
contained in Section 8(b)(iv) shall survive the Closing for a period of three
years after the Closing Date

(b) Indemnification Provisions for Benefit of the Buyer.

(1) In the event: (x) the Seller breaches any of its
representations or warranties (without giving effect to any supplement
to the Schedules, any qualification as to materiality, Material Adverse
Effect, K