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                        PART I -- FINANCIAL INFORMATION 

 

ITEM 1. FINANCIAL STATEMENTS 

 

                        GULFTERRA ENERGY PARTNERS, L.P. 

 

                  CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

                    (IN THOUSANDS, EXCEPT PER UNIT AMOUNTS) 

                                  (UNAUDITED) 

 

QUARTER ENDED MARCH 31, ------------------ 2003 2002 --

------ ------- Operating

revenues..........................................

$278,926 $61,544 -------- ------- Operating expenses

Cost of natural gas, oil and other

products............... 139,584 12,158 Operation and

maintenance................................. 40,644

14,440 Depreciation, depletion and

amortization.................. 23,697 12,549 -------- -

------ 203,925 39,147 -------- ------- Operating

income............................................

75,001 22,397 Other income (loss) Earnings from

unconsolidated affiliates................... 3,316

3,361 Net gain on sale of

assets................................ 106 315 Minority

interest......................................... (33)

-- Other

income..............................................

383 426 Interest and debt

expense................................... 34,486

11,758 Loss due to write-off of debt issuance

costs................ 3,762 -- -------- ------- Income

from continuing operations...........................

40,525 14,741 Income from discontinued

operations......................... -- 4,385 Cumulative

effect of accounting change...................... 1,690

-- -------- ------- Net

income..................................................

$ 42,215 $19,126 ======== ======= Income allocation

Series B

unitholders...................................... $

3,876 $ 3,552 ======== ======= Series C unitholders

Continuing

operations................................... $ 4,335 $

-- Cumulative effect of accounting

change.................. 333 -- -------- ------- $

4,668 $ -- ======== ======= General partner Continuing

operations................................... $ 14,860

$ 8,691 Discontinued

operations................................. -- 44

Cumulative effect of accounting

change.................. 17 -- -------- ------- $

14,877 $ 8,735 ======== ======= Common unitholders

Continuing

operations................................... $ 17,454

$ 2,498 Discontinued

operations................................. -- 4,341

Cumulative effect of accounting

change.................. 1,340 -- -------- ------- $

18,794 $ 6,839 ======== ======= Basic and diluted

earnings per common unit Income from continuing

operations......................... $ 0.40 $ 0.06

Income from discontinued

operations....................... -- 0.11 Cumulative

effect of accounting change.................... 0.03 --

-------- ------- Net

income................................................

$ 0.43 $ 0.17 ======== ======= Weighted average number

of common units outstanding......... 44,104 39,941

======== ======= Distributions declared per common

unit...................... $ 0.675 $ 0.625 ========

======= Proforma amounts assuming asset retirement

obligations as provided for in SFAS No. 143 were

recorded prior to the earliest period presented Income

from continuing operations....................... $

40,525 $14,667 ======== ======= Basic and diluted

income from continuing operations per common

unit............................................ $ 0.40

$ 0.06 ======== =======

 

 

                            See accompanying notes. 
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                        GULFTERRA ENERGY PARTNERS, L.P. 

 

                     CONDENSED CONSOLIDATED BALANCE SHEETS 

                      (IN THOUSANDS, EXCEPT UNIT AMOUNTS) 

                                  (UNAUDITED) 

 

MARCH 31, DECEMBER 31, 2003 2002 -------------- ------

------ ASSETS Current assets Cash and cash

equivalents................................. $ 12,249

$ 36,099 Accounts receivable,

net.................................. 220,140 223,345

Affiliated note

receivable................................ 17,100

17,100 Other current

assets...................................... 1,485

3,451 ---------- ---------- Total current

assets............................... 250,974 279,995

Property, plant, and equipment,

net......................... 2,790,760 2,724,938

Intangible

assets...........................................

3,585 3,970 Investment in unconsolidated

affiliates..................... 77,729 78,851 Other

noncurrent assets.....................................

44,434 43,142 ---------- ---------- Total

assets.......................................

$3,167,482 $3,130,896 ========== ==========

LIABILITIES AND PARTNERS' CAPITAL Current liabilities

Accounts

payable.......................................... $

202,007 $ 212,868 Accrued

interest..........................................

34,709 15,028 Current maturities of senior secured

term loan............ 5,000 5,000 Other current

liabilities................................. 18,176

21,195 ---------- ---------- Total current

liabilities.......................... 259,892 254,091

Revolving credit

facilities................................. 471,000

491,000 Senior secured term loans, less current

maturities.......... 315,000 552,500 Long-term

debt..............................................

1,157,658 857,786 Other noncurrent

liabilities................................ 27,685

23,725 ---------- ---------- Total

liabilities..................................

2,231,235 2,179,102 ---------- ---------- Commitments

and contingencies Minority

interest...........................................

1,975 1,942 Partners' capital Limited partners Series

B preference units; 125,392 units issued and

outstanding............................................

161,460 157,584 Series C units; 10,937,500 units

issued and

outstanding............................................

348,792 351,507 Accumulated other comprehensive loss

allocated to Series C units'

interest......................... (2,079) (942) Common

units; 44,030,314 units issued and outstanding...

426,846 437,773 Accumulated other comprehensive loss

allocated to common units'

interest........................... (9,144) (4,623)

General

partner...........................................

8,511 8,610 Accumulated other comprehensive loss

allocated to general partner's

interests...................... (114) (57) ----------

---------- Total partners'

capital............................ 934,272 949,852 --

-------- ---------- Total liabilities and partners'

capital............ $3,167,482 $3,130,896 ==========

==========

 

 

                            See accompanying notes. 
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                        GULFTERRA ENERGY PARTNERS, L.P. 

 

                CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

                                 (IN THOUSANDS) 

                                  (UNAUDITED) 

 

QUARTER ENDED MARCH 31, -------------------- 2003 2002

--------- -------- Cash flows from operating

activities Net

income................................................

$ 42,215 $ 19,126 Less cumulative effect of accounting

change............... 1,690 -- Less income from

discontinued operations.................. -- 4,385 ---

------ -------- Income from continuing

operations......................... 40,525 14,741

Adjustments to reconcile net income to net cash

provided by operating activities Depreciation,

depletion and amortization............... 23,697

12,549 Distributed earnings of unconsolidated

affiliates Earnings from unconsolidated

affiliates.............. (3,316) (3,361) Distributions

from unconsolidated affiliates......... 4,710 4,500

Net gain on sale of

assets............................. (106) (315) Other

noncash items....................................

6,245 1,265 Working capital changes, net of effects of

acquisitions and noncash

transactions...........................................

(311) 8,399 --------- -------- Net cash provided by

continuing operations................ 71,444 37,778

Net cash provided by discontinued

operations.............. -- 5,429 --------- --------

Net cash provided by operating activities.........

71,444 43,207 --------- -------- Cash flows from

investing activities Additions to property, plant and

equipment................ (81,937) (35,110) Proceeds

from sale of assets..............................

3,088 5,460 Additions to investments in unconsolidated

affiliates..... (133) -- --------- -------- Net cash

used in investing activities of continuing

operations.............................................

(78,982) (29,650) Net cash used in investing

activities of discontinued

operations.............................................

-- (3,523) --------- -------- Net cash used in

investing activities............. (78,982) (33,173) --

------- -------- Cash flows from financing activities

Net proceeds from revolving credit

facility............... 98,991 143,978 Repayments of

revolving credit facility................... (119,000)

-- Repayment of senior secured acquisition term

loan......... (237,500) -- Net proceeds from issuance

of long-term debt.............. 293,277 -- Net

proceeds from issuance of common units................

-- 56 Distributions to

partners................................. (52,080)

(33,717) --------- -------- Net cash provided by (used

in) financing activities of continuing

operations.................................. (16,312)

110,317 Net cash used in financing activities of

discontinued

operations.............................................

-- (3) --------- -------- Net cash provided by (used

in) financing

activities......................................

(16,312) 110,314 --------- -------- Increase

(decrease) in cash and cash equivalents............

(23,850) 120,348 Cash and cash equivalents Beginning

of period.......................................

36,099 13,084 --------- -------- End of

period............................................. $

12,249 $133,432 ========= ========

 

 

                            See accompanying notes. 
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                        GULFTERRA ENERGY PARTNERS, L.P. 

 

           CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

             AND CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME 

                                 (IN THOUSANDS) 

                                  (UNAUDITED) 

 

COMPREHENSIVE INCOME 

 

QUARTER ENDED MARCH 31, ----------------- 2003 2002 ---

---- ------- Net

income..................................................

$42,215 $19,126 Other comprehensive income

(loss)........................... (5,715) 1,401 -------

------- Total comprehensive

income.................................. $36,500

$20,527 ======= =======

 

 

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) 

 

MARCH 31, DECEMBER 31, 2003 2002 --------- ---------

--- Beginning

balance........................................... $

(5,622) $(1,272) Unrealized mark-to-market losses on

cash flow hedges arising during

period.................................. (9,516)

(6,428) Reclassification adjustments for changes in

initial value of derivative instruments to

settlement date........... 3,939 1,579 Other

comprehensive income (loss) from investment in

unconsolidated

affiliate............................... (138) 499 -

------- ------- Ending

balance..............................................

$(11,337) $(5,622) ======== =======

 

 

                            See accompanying notes. 
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                        GULFTERRA ENERGY PARTNERS, L.P. 

 

              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

                                  (UNAUDITED) 

 

1. BASIS OF PRESENTATION 

 

     In May 2003, we changed our name to GulfTerra Energy Partners, L.P. from El 

Paso Energy Partners, L.P. and reorganized our general partner. Our one percent 

general partner interest is now owned by GulfTerra Energy Company, L.L.C. 

replacing El Paso Energy Partners Company as the general partner. In connection 

with our name change, we have also changed the names of several subsidiaries as 

listed in the table below. 

 

NEW NAME FORMER NAME - --

------ ------------------

----------------

GulfTerra Energy Finance

Corporation...............

El Paso Energy Finance

Corporation GulfTerra

Arizona Gas, L.L.C.

..................... El

Paso Arizona Gas, L.L.C.

GulfTerra Intrastate,

L.P.

........................

El Paso Energy

Intrastate, L.P.

GulfTerra Texas Pipeline,

L.P. ....................

EPGT Texas Pipeline, L.P.

GulfTerra Holding V, L.P.

.........................

EPN Holding Company, L.P.

 

 

     We prepared this Quarterly Report on Form 10-Q under the rules and 

regulations of the United States Securities and Exchange Commission (SEC). 

Because this is an interim period filing presented using a condensed format, it 

does not include all of the disclosures required by generally accepted 

accounting principles. You should read it along with our 2002 Annual Report on 

Form 10-K, which includes a summary of our significant accounting policies and 

other disclosures. The financial statements as of March 31, 2003, and for the 

quarters ended March 31, 2003 and 2002, are unaudited. We derived the balance 

sheet as of December 31, 2002, from the audited balance sheet filed in our 2002 

Annual Report on Form 10-K. In our opinion, we have made all adjustments, all of 

which are of a normal, recurring nature, to fairly present our interim period 

results. Due to the seasonal nature of some of our businesses, information for 

interim periods may not depict the results of operations for the entire year. In 

addition, prior period information presented in these financial statements 

includes reclassifications which were made to conform to the current period 

presentation. These reclassifications have no effect on our previously reported 

net income or partners' capital. We have also reflected the results of 

operations from our Prince assets disposition as discontinued operations in the 

quarter ended March 31, 2002. 

 

     Our accounting policies are consistent with those discussed in our 2002 

Annual Report on Form 10-K, except as discussed below. 

 

  Accounting for Asset Retirement Obligations 

 

     On January 1, 2003, we adopted Statement of Financial Accounting Standards 

(SFAS) No. 143, Accounting for Asset Retirement Obligations. The provisions of 

this statement relate primarily to our obligations to plug abandoned offshore 

wells in our Garden Banks Blocks 72 and 117, Viosca Knoll Block 817, and West 

Delta Block 35. 

 

     We recorded a $1.7 million increase to income as a cumulative effect of 

accounting change upon our adoption of SFAS No. 143. We also reversed $7.1 

million negative salvage value and recorded non-current retirement assets 

totaling $3.1 million with useful lives ranging from 11 to 19 years to property, 

plant and equipment, accumulated depreciation of $2.8 million, and retirement 

obligations totaling $5.7 million to noncurrent liabilities. 

- --------------- 

 

As generally used in the energy industry and in this document, the following 

terms have the following meanings: 

 

 

                                                           

/d         = per day                                    Mcf        = thousand cubic feet 

Bbl        = barrel                                     MDth       = thousand dekatherms 



MBbls      = thousand barrels                           MMcf       = million cubic feet 

Bcf        = billion cubic feet                         MMBbls     = million barrels 

When we refer to cubic feet measurements, all measurements are at 14.73 pounds per square inch. 
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     Other than our obligations to plug and abandon wells, we cannot estimate 

the costs to retire or remove assets used in our business because we believe the 

assets do not have definite lives or we do not have the legal obligation to 

abandon or dismantle the assets. Also, we believe that the life or underlying 

reserves cannot be estimated. Therefore, we have not recorded any liabilities 

relating to our assets, other than the liability associated with the plug and 

abandonment of offshore wells. 

 

     The pro forma amount of our asset retirement obligations for the quarters 

ending March 31, 2002 and 2003 and for the year ending December 31, 2002, 

assuming asset retirement obligations as provided for in SFAS No. 143 were 

recorded prior to the earliest period presented are shown below: 

 

LIABILITY BALANCE LIABILITY BALANCE AS OF

AS OF ------------------------ YEAR JANUARY

1 ACCRETION MARCH 31 DECEMBER 31 - ---- ---

------ --------- --------- ------------ (IN

THOUSANDS)

2002........................................

$5,277 $112 $5,389 $5,726

2003........................................

5,726 122 5,847 N/A

 

 

  Reporting Gains and Losses from the Early Extinguishment of Debt 

 

     In January 2003, we adopted SFAS No. 145, Rescission of FASB Statements No. 

4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections. 

Accordingly, we now evaluate the nature of any debt extinguishments to determine 

whether to report any gain or loss resulting from the early extinguishment of 

debt as an extraordinary item or as income from continuing operations. 

 

  Accounting for Costs Associated with Exit or Disposal Activities 

 

     In January 2003, we adopted SFAS No. 146, Accounting for Costs Associated 

with Exit or Disposal Activities. This statement will impact any exit or 

disposal activities that we initiate after January 1, 2003 and we will now 

recognize costs associated with exit or disposal activities when they are 

incurred rather than when we commit to an exit or disposal plan. Our adoption of 

this pronouncement did not have an effect on our financial position or results 

of operations for the quarter ended March 31, 2003. 

 

  Accounting for Guarantees 

 

     In accordance with the provisions of Financial Accounting Standards Board 

(FASB) Interpretation (FIN) No. 45, Guarantor's Accounting and Disclosure 

Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of 

Others, we record a liability at fair value for all guarantees issued after 

December 31, 2002, including financial, performance, and fair value guarantees. 

Our initial application of this standard for the quarter ended March 31, 2003 

did not have an effect on our financial position or results of operations. We 

have provided disclosures relating to our guarantee activities in Note 6. 

 

  Consolidation of Variable Interest Entities 

 

     In January 2003, the FASB issued FIN No. 46, Consolidation of Variable 

Interest Entities. This interpretation defines a variable interest entity (VIE) 

as a legal entity whose equity owners do not have sufficient equity at risk 

and/or a controlling financial interest in the entity. This standard requires 

that companies consolidate a VIE if it is allocated a majority of the entity's 

losses and/or returns, including fees paid by the entity. We have not created 

nor have we obtained an interest in any VIEs since January 31, 2003, and 

therefore, our adoption of the initial provisions of this standard did not have 

an effect on our financial position or results of operations. Further, we have 

completed an assessment of our interests existing prior to February 1, 2003, and 

have determined that our adoption of the additional provisions of this standard 

will not have an effect on our financial position or results of operation. 
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  Accounting for Stock-Based Compensation 

 

     We use the intrinsic value method established in Accounting Principles 

Board Opinion (APB) No. 25, Accounting for Stock Issued to Employees, to value 

unit options issued to former employees of our general partner and our board of 

directors under our Omnibus Plan and Director Plan. For the quarters ending 

March 31, 2003 and 2002, the cost of this stock-based compensation had no impact 

on our net income, as all options granted had an exercise price equal to the 

market value of the underlying common stock on the date of grant. 

 

     In December 2002, the FASB issued SFAS No. 148, Accounting for Stock-Based 

Compensation Transition and Disclosure. This statement amends SFAS No. 123, to 

provide alternative methods of transition for a voluntary change to the fair 

value method of accounting for stock-based employee compensation. In addition, 

this statement amends the disclosure requirements of SFAS No. 123 to require 

prominent disclosures in both annual and interim financial statements about the 

methods of accounting for stock-based employee compensation and the effect of 

the method used on reported results. This statement is effective for the fiscal 

years ending after December 15, 2002. We have decided that we will continue to 

use APB No. 25 to value our stock-based compensation and will include data 

providing the pro forma income impacts of using the fair value method as 

required by SFAS No. 148. 

 

     If compensation expense related to these plans had been determined by 

applying the fair value method in SFAS No. 123, Accounting for Stock-Based 

Compensation, our net income allocated to common unitholders and net income per 

common unit would have approximated the pro forma amounts below: 

 

QUARTER ENDED MARCH 31, ----------------

2003 2002 ------- ------ (IN THOUSANDS) Net

income allocated to common unitholders, as

reported..... $18,794 $6,839 Add: Stock-

based employee compensation expense included

in reported net

income.......................................

313 270 Less: Stock-based employee

compensation expense determined under fair

value based

method............................. (191)

(573) ------- ------ Pro forma net income

allocated to common unitholders........

$18,916 $6,536 ======= ====== Earnings per

common unit, as

reported....................... $ 0.43 $

0.17 ======= ====== Earnings per common

unit, pro forma......................... $

0.43 $ 0.16 ======= ======

 

 

     The effects of applying SFAS No. 123 in this pro forma disclosure are not 

indicative of future amounts. 

 

2. ACQUISITION 

 

     During the first quarter of 2003, we recorded additional purchase price 

adjustments of approximately $4.7 million on our April 2002 EPN Holding asset 

acquisition related to natural gas imbalances. The following table summarizes 

our revised allocation of the fair values of the assets acquired and liabilities 

assumed at 
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April 8, 2002. Our allocation among the assets acquired is based on the results 

of an independent third-party appraisal. 

 

AT APRIL 8, 2002 -------------- (IN THOUSANDS)

Current

assets..............................................

$ 2,217 Property, plant and

equipment............................... 780,648

Intangible

assets...........................................

3,500 -------- Total assets

acquired.....................................

786,365 -------- Current

liabilities.........................................

27,842 Environmental

liabilities...................................

21,136 -------- Total liabilities

assumed................................. 48,978 ---

----- Net assets

acquired....................................

$737,387 ========

 

 

3. PARTNERS' CAPITAL 

 

  Cash distributions 

 

     In February 2003, we paid cash distributions of $0.675 per common and 

Series C unit for an aggregate of $37.1 million and our general partner received 

incentive distributions of $14.6 million. In April 2003 we declared a cash 

distribution of $0.675 per common unit for the quarter ended March 31, 2003, 

which we will pay on May 15, 2003, to holders of record as of April 30, 2003. 

Also in May 2003, we will pay our general partner $15.5 million in incentive 

distributions. At the current distribution rates, our general partner receives 

approximately 29 percent of the total cash distributions we pay. 

 

  Public offering of common units 

 

     In April 2003, we issued 3,450,000 common units at the public offering 

price of $31.35 per unit. We used the net cash proceeds of approximately $103 

million to temporarily reduce indebtedness outstanding under our $600 million 

revolving credit facility and pay fees and expenses associated with this 

offering. In addition, our general partner contributed approximately $1 million 

of our Series B preference units to us in April 2003 in order to maintain its 

one percent general partner interest. 

 

  Other 

 

     We have reflected the issuance of our restricted units to non-employee 

directors of our Board of Directors under the 1998 Unit Option Plan for 

Non-Employee Directors as deferred compensation and as an increase in common 

units. This deferred compensation was allocated 1% to our general partner and 

99% to our limited partners and is being amortized over the vesting period of 

the restricted units. The unamortized amount of our total deferred compensation 

as of March 31, 2003, was approximately $0.9 million. 
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4. PROPERTY, PLANT AND EQUIPMENT 

 

     Our property, plant and equipment consisted of the following: 

 

MARCH 31, DECEMBER 31, 2003 2002 ---------- ------------

(IN THOUSANDS) Property, plant and equipment, at cost

Pipelines.................................................

$2,318,860 $2,317,503 Platforms and

facilities.................................. 128,582

128,582 Processing

plant.......................................... 300,897

300,897 Oil and natural gas

properties............................ 131,099 127,975

Storage

facilities........................................

330,639 331,562 Construction work-in-

progress............................. 259,270 177,964 ---

------- ---------- 3,469,347 3,384,483 Less accumulated

depreciation, depletion and amortization... 678,587

659,545 ---------- ---------- Property, plant and

equipment, net..................... $2,790,760 $2,724,938

========== ==========

 

 

5. FINANCING TRANSACTIONS 

 

  CREDIT FACILITIES 

 

     Our credit facility consists of two parts: a $600 million revolving credit 

facility maturing in 2004 and a $160 million senior secured term loan maturing 

in 2007. Our credit facility and the GulfTerra Holding V, L.P. (GulfTerra 

Holding, formerly known as EPN Holding) term credit facility are guaranteed by 

us and all of our subsidiaries, except for our unrestricted subsidiaries 

(Matagorda Island Area Gathering System, Arizona Gas Storage, L.L.C. and 

GulfTerra Arizona Gas, L.L.C., formerly known as EPN Arizona Gas, L.L.C.), and 

by GulfTerra Energy Finance Corporation (formerly known as El Paso Energy 

Partners Finance Corporation) and our general partner, and are collateralized 

with substantially all of our assets (excluding our unrestricted subsidiaries) 

and our general partner's general and administrative services agreement. The 

interest rates we are charged on each of these credit facilities are determined 

using one of two indices that include (i) a variable base rate (equal to the 

greater of the prime rate as determined by JP Morgan Chase Bank, the federal 

funds rate plus 0.5% or the Certificate of Deposit (CD) rate as determined by JP 

Morgan Chase Bank increased by 1.00%); or (ii) LIBOR. 

 

     Our revolving credit facility, senior secured term loan and the GulfTerra 

Holding term credit facility contain covenants that include restrictions on our 

subsidiaries' ability to incur additional indebtedness or liens, sell assets, 

make loans or investments, acquire or be acquired by other companies and amend 

some of our contracts, as well as requiring maintenance of certain financial 

ratios. Failure to comply with the provisions of any of these covenants could 

result in acceleration of our debt and other financial obligations and that of 

our subsidiaries and restrict our ability to make distributions to our 

unitholders. 

 

  Revolving Credit Facility 

 

     As of March 31, 2003, we had $471 million outstanding on our revolving 

credit facility at an average interest rate of 3.15%. The total amount available 

to us at March 31, 2003 under this facility is $80 million. The amounts 

outstanding under our revolving credit facility bear interest at our option at 

either (i) 0.75% over the variable base rate described above; or (ii) 1.75% over 

LIBOR. 

 

  Senior Secured Term Loan 

 

     As of March 31, 2003, we had $160 million outstanding under our senior 

secured term loan with an average interest rate of 5.22%. The amounts 

outstanding under our senior secured term loan bear interest at our option at 

either (i) 2.25% over the variable base rate described above; or (ii) 3.50% over 

LIBOR. 
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  GulfTerra Holding Term Credit Facility 

 

     As of March 31, 2003, the outstanding balance under the GulfTerra Holding 

term credit facility was $160 million with an average interest rate of 3.57%. 

The balance outstanding under the GulfTerra Holding term credit facility bears 

interest at our option at either (i) 1.00% over the variable base rate described 

above; or (ii) 2.25% over LIBOR. 

 

  Senior Secured Acquisition Term Loan 

 

     As part of our November 2002 San Juan assets acquisition, we entered into a 

$237.5 million senior secured acquisition term loan to fund a portion of the 

purchase price. We repaid the senior secured acquisition term loan in March 2003 

with proceeds from our issuance of $300 million 8 1/2% senior subordinated notes 

due 2010. We recognized a loss of $3.8 million related to the write-off of 

unamortized debt issuance costs. From the issuance of the senior secured 

acquisition term loan in November 2002 to its repayment date, the interest rates 

on our revolving credit facility and GulfTerra Holding term credit facility were 

2.25% over the variable base rate described above or LIBOR increased by 3.50%. 

 

  SENIOR SUBORDINATED NOTES 

 

     Each issue of our senior subordinated notes is subordinated in right of 

payment to all existing and future senior debt including our existing credit 

facilities. Additionally, our senior subordinated notes include provisions that, 

among other things, restrict our subsidiaries' ability to acquire assets, incur 

additional indebtedness or liens, sell assets, acquire or be acquired by other 

companies, and enter into sale and lease back transactions unless we meet the 

financial ratios and other specific conditions provided in these covenants. 

These restrictive covenants will be suspended should our notes be rated Baa3 or 

higher by Moody's or BBB- or higher by S&P. 

 

     In March 2003, we issued $300 million in aggregate principal amount of 

8 1/2% senior subordinated notes. These notes bear interest of 8 1/2% per year, 

payable semi-annually in June and December, and mature in June 2010. We used the 

proceeds of approximately $293 million, net of issuance costs, to repay $237.5 

million of indebtedness under our senior secured acquisition term loan and to 

temporarily repay $56.5 million of the balance outstanding under our revolving 

credit facility. These notes are subject to a registration rights agreement 

under which we are required to file an exchange offer registration statement on 

Form S-4 with the SEC on or prior to July 8, 2003. The registration statement on 

Form S-4 must then become effective on or prior to September 1, 2003 or we will 

be subject to penalties of approximately $15,000 per week until a registration 

statement is filed with the SEC and declared effective. We may, at our option, 

prior to June 1, 2006, redeem up to 33 percent of the originally issued 

aggregate principal amount of these notes at a redemption price of 108.50 

percent of the principal amount. On or after June 1, 2007, we may redeem all or 

part of these notes at 104.25 percent of the principal amount. 

 

  OTHER CREDIT FACILITIES 

 

     Poseidon Oil Pipeline Company, L.L.C., an unconsolidated affiliate in which 

we have a 36 percent joint venture ownership interest, is party to a $185 

million credit agreement, under which it has $127 million outstanding, that may 

restrict its ability to pay distributions to its owners. 

 

     In January 2002, Poseidon entered into a two-year interest rate swap 

agreement to fix the variable LIBOR based interest rate on $75 million of the 

$127 million outstanding under its credit facility at 3.49% through January 

2004. Under its credit facility, Poseidon currently pays an additional 1.50% 

over LIBOR resulting in an effective interest rate of 4.99% on the hedged 

notional amount. As of March 31, 2003, the remaining $52 million was at an 

average interest rate of 2.81%. 

 

     As of March 31, 2003, Deepwater Gateway, an unconsolidated affiliate in 

which we have a 50 percent joint venture ownership interest, had $67 million 

outstanding under its project finance loan at an average interest rate of 3.11%. 

This project finance loan will mature in July 2004 unless construction is 

completed before that time and Deepwater Gateway meets other specified 

conditions, in which case the project finance 
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loan will convert into a term loan with a final maturity date of July 2009. Upon 

conversion of the project finance loan to a term loan, Deepwater Gateway will be 

required to maintain a debt service reserve equal or greater than the projected 

principal, interest and fees due on the term loan for the immediately succeeding 

six month period. Prior to conversion to the term loan Deepwater Gateway is 

prohibited from making distributions. 

 

  DEBT MATURITY TABLE 

 

     Aggregate maturities of the principal amounts of long-term debt and other 

financing obligations for the next 5 years and in total thereafter are as 

follows at March 31, 2003 (in thousands): 

 

 

                                                             

2003........................................................   $    5,000 

2004........................................................      476,000 

2005........................................................      165,000 

2006........................................................        5,000 

2007........................................................      140,000 

Thereafter..................................................    1,155,000 

                                                               ---------- 

  Total long-term debt and other financing obligations, 

     including current maturities...........................   $1,946,000 

                                                               ========== 

 

 

6. COMMITMENTS AND CONTINGENCIES 

 

  Legal Proceedings 

 

     Grynberg.  In 1997, we were 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 underreport the heating 

value as well as the volumes of the natural gas produced from federal and Native 

American lands, which deprived the U.S. Government of royalties. The plaintiff 

in this case seeks royalties that he contends the government should have 

received had the volume and heating value of natural gas produced from royalty 

properties been differently measured, analyzed, calculated and reported, 

together with interest, treble damages, civil penalties, expenses and future 

injunctive relief to require the defendants to adopt allegedly appropriate gas 

measurement practices. No monetary relief has been specified in this case. 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. Discovery is proceeding. Our costs and legal exposure related to those 

lawsuits and claims are not currently determinable. 

 

     Will Price (formerly Quinque).  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. Quinque has been 

dropped as a plaintiff and Will Price has been added. 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 

plaintiff in this case seeks certification of a nationwide class of natural gas 

working interest owners and natural gas royalty owners to recover royalties that 

the plaintiff contends these owners should have received had the volume and 

heating value of natural gas produced from their properties been differently 

measured, analyzed, calculated and reported, together with prejudgment and 

postjudgment interest, punitive damages, treble damages, attorney's fees, costs 

and expenses, and future injunctive relief to require the defendants to adopt 

allegedly appropriate gas measurement practices. No monetary relief has been 

specified in this case. Plaintiffs motion for class certification was denied in 

April 2003. Our costs and legal exposure related to this lawsuit are not 

currently determinable. 

 

     In connection with our April 2002 acquisition of the EPN Holding assets, 

subsidiaries of El Paso Corporation have agreed to indemnify us against all 

obligations related to existing legal matters at the acquisition date, including 

the legal matters involving Leapartners, L.P., City of Edinburg, Houston Pipe 

Line Company LP, and City of Corpus Christi discussed below. 
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     During 2000, Leapartners, L.P. filed a suit against El Paso Field Services 

and others in the District Court of Loving County, Texas, alleging a breach of 

contract to gather and process natural gas in areas of western Texas related to 

an asset now owned by GulfTerra Holding. In May 2001, the court ruled in favor 

of Leapartners and entered a judgment against El Paso Field Services of 

approximately $10 million. El Paso Field Services has filed an appeal with the 

Eighth Court of Appeals in El Paso, Texas. Briefs have been filed and oral 

arguments were heard in November 2002. Review by the Court of Appeals is 

expected in 2003. 

 

     Also, GulfTerra Texas Pipeline L.P., (GulfTerra Texas, formerly known as 

EPGT Texas Pipeline L.P.) now owned by GulfTerra Holding, is involved in 

litigation with the City of Edinburg concerning the City's claim that GulfTerra 

Texas was required to pay pipeline franchise fees under a contract the City had 

with Rio Grande Valley Gas Company, which was previously owned by GulfTerra 

Texas and is now owned by Southern Union Gas Company. An adverse judgment 

against Southern Union and GulfTerra Texas was rendered in Hidalgo County State 

District court in December 1998 and found a breach of contract, and held both 

GulfTerra Texas and Southern Union jointly and severally liable to the City for 

approximately $4.7 million. The judgment relies on the single business 

enterprise doctrine to impose contractual obligations on GulfTerra Texas and 

Southern Union's entities that were not parties to the contract with the City. 

GulfTerra Texas has appealed this case to the Texas Supreme Court seeking 

reversal of the judgment rendered against GulfTerra Texas. The City seeks a 

remand to the trial court of its claim of tortious interference against 

GulfTerra Texas. Briefs have been filed and oral arguments were held in November 

2002, and we are awaiting a decision. 

 

     In December 2000, a 30-inch natural gas pipeline jointly owned by GulfTerra 

Intrastate, L.P. (GulfTerra Intrastate, formerly known as El Paso Energy 

Intrastate) now owned by GulfTerra Holding, and Houston Pipe Line Company LP 

ruptured in Mont Belvieu, Texas, near Baytown, resulting in substantial property 

damage and minor physical injury. GulfTerra Intrastate is the operator of the 

pipeline. Two lawsuits were filed in the state district court in Chambers 

County, Texas by eight plaintiffs, including two homeowners' insurers. The suits 

seek recovery for physical pain and suffering, mental anguish, physical 

impairment, medical expenses, and property damage. Houston Pipe Line Company has 

been added as an additional defendant. In accordance with the terms of the 

operating agreement, GulfTerra Intrastate has agreed to assume the defense of 

and to indemnify Houston Pipe Line Company. In September 2002, an agreement was 

reached to settle the claims of two plaintiffs (including one of the insurers). 

Trial of five of the six remaining claims is set to commence in May 2003. 

 

     The City of Corpus Christi, Texas (the "City") is alleging that GulfTerra 

Texas and various Coastal entities owe it monies for past obligations under City 

ordinances that propose to tax GulfTerra Texas on its gross receipts from local 

natural gas sales for the use of street rights-of-way. No lawsuit has been filed 

to date. Some but not all of the GulfTerra Texas pipe at issue has been using 

the rights-of-way since the 1960's. In addition, the City demands that GulfTerra 

Texas agree to a going-forward consent agreement in order for the GulfTerra 

Texas pipe and Coastal pipe to have the right to remain in City rights-of-way. 

 

     In addition to the above matters, we and our subsidiaries and affiliates 

are named defendants in numerous lawsuits and governmental proceedings that 

arise in the ordinary course of our business. 

 

     For each of our outstanding legal matters, we evaluate the merits of the 

case, our exposure to the matter, possible legal or settlement strategies and 

the likelihood of an unfavorable outcome. If we determine that an unfavorable 

outcome is probable and can be estimated, we will establish the necessary 

accruals. As of March 31, 2003, we had no reserves for our legal matters. 

 

     While the outcome of our outstanding legal matters cannot be predicted with 

certainty, based on information known to date, we do not expect the ultimate 

resolution of these matters will have a material adverse effect on our financial 

position, results of operations or cash flows. As new information becomes 

available or relevant developments occur, we will establish accruals as 

appropriate. The impact of these changes may have a material effect on our 

results of operations. 
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  Environmental 

 

     Each of our operating segments is subject to extensive federal, state, and 

local laws and regulations governing environmental quality and pollution 

control. These laws and regulations are applicable to each segment and 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 March 31, 

2003, we had a reserve of approximately $21 million for remediation costs 

expected to be incurred over time associated with mercury meters. We assumed 

this liability in connection with our April 2002 acquisition of the EPN Holding 

assets. El Paso Corporation has agreed to indemnify us for all the known and 

unknown environmental liabilities related to the assets we purchased as part of 

the November 2002 San Juan assets acquisition up to the purchase price of $766 

million. We will only be indemnified for unknown liabilities for up to three 

years from the purchase date. In addition, we have been indemnified by third 

parties for remediation costs associated with other assets we have purchased. We 

expect to make capital expenditures for environmental matters of approximately 

$10 million in the aggregate for the years 2003 through 2007, primarily to 

comply with clean air regulations. 

 

     While the outcome of our outstanding environmental matters cannot be 

predicted with certainty, based on the information known to date and our 

existing accruals, we do not expect the ultimate resolution of these matters 

will have a material adverse effect on our financial position, results of 

operations or cash flows. It is possible that new information or future 

developments could require us to reassess our potential exposure related to 

environmental matters. We may incur significant costs and liabilities in order 

to comply with existing environmental laws and regulations. It is also possible 

that other developments, such as increasingly strict environmental laws and 

regulations and claims for damages to property, employees, other persons and the 

environment resulting from our current or past operations, could result in 

substantial costs and liabilities in the future. As this information becomes 

available, or relevant developments occur, we will adjust our accrual amounts 

accordingly. While there are still uncertainties relating to the ultimate costs 

we may incur, based upon our evaluation and experience to date, we believe our 

current reserves are adequate. 

 

  Rates and Regulatory Matters 

 

     Marketing Affiliate NOPR. In September 2001, the Federal Energy Regulatory 

Commission (FERC) issued a Notice of Proposed Rulemaking (NOPR). The NOPR 

proposes to apply the standards of conduct governing the relationship between 

interstate pipelines and marketing affiliates to all energy affiliates. Since 

our High Island Offshore System (HIOS) and Petal Gas Storage facility are 

interstate facilities as defined by the Natural Gas Act, the proposed 

regulations, if adopted by FERC, would dictate how HIOS and Petal conduct 

business and interact with all of our energy affiliates and El Paso 

Corporation's energy affiliates. In December 2001, we filed comments with the 

FERC addressing our concerns with the proposed rules. A public hearing was held 

in May 2002, providing an opportunity to comment further on the NOPR. Following 

the conference, we filed additional comments. At this time, we cannot predict 

the outcome of the NOPR, but adoption of the regulations in the form proposed 

would, at a minimum, place additional administrative and operational burdens on 

us. 

 

     If the standards of conduct NOPR is adopted by the FERC, we will be 

required to functionally separate our HIOS and Petal interstate facilities from 

our other businesses. Under the proposed rule, we would be required to dedicate 

employees to manage and operate our interstate facilities independently from our 

other non-jurisdictional facilities. This employee group would be required to 

function independently and would be prohibited from communicating non-public 

transportation information to affiliates. Separate office facilities and systems 

would be necessary because of the requirement to restrict affiliate access to 

interstate transportation information. The NOPR also limits the sharing of 

employees and officers with non-regulated entities. Because of the loss of 

synergies and shared employee restrictions, a disposition of the interstate 

facilities may be necessary for us to effectively comply with the rule. At this 

time, we cannot predict the outcome of this NOPR. 

 

     Negotiated Rate NOI. In July 2002, the FERC issued a Notice of Inquiry 

(NOI) that seeks comments regarding its 1996 policy of permitting pipelines to 

enter into negotiated rate transactions. The FERC is now 
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reviewing whether negotiated rates should be capped, whether or not the 

"recourse rate" (a cost-of-service based rate) continues to safeguard against a 

pipeline exercising market power, and as other issues related to negotiated rate 

programs. At this time, we cannot predict the outcome of this NOI. 

 

     Cash Management NOPR. In August 2002, the FERC issued a NOPR requiring that 

all cash management or money pool arrangements between a FERC regulated 

subsidiary and a non-FERC regulated parent must be in writing, and set forth the 

duties and responsibilities of cash management participants and administrators; 

the methods of calculating interest and for allocating interest income and 

expenses; and the restrictions on deposits or borrowings by money pool members. 

The NOPR also requires specified documentation for all deposits into, borrowings 

from, interest income from, and interest expenses related to, these 

arrangements. Finally, the NOPR proposes that as a condition of participating in 

a cash management or money pool arrangement, the FERC regulated entity must 

maintain a minimum proprietary capital balance of 30 percent, and the FERC 

regulated entity and its parent must maintain investment grade credit ratings. 

In August 2002 comments were filed. The FERC held a public conference in 

September 2002. Representatives of companies from the gas and electric 

industries participated on a panel and uniformly agreed that the proposed 

regulations should be revised substantially and commented that the proposed 

capital balance and investment grade credit rating requirements would be 

excessive. At this time, we cannot predict the outcome of this NOPR. 

 

     Also in August 2002, FERC's Chief Accountant issued an Accounting Release, 

to be effective immediately, providing guidance on how companies should account 

for money pool arrangements and the types of documentation that should be 

maintained for these arrangements. However, the Accounting Release did not 

address the proposed requirements that the FERC regulated entity maintain a 

minimum proprietary capital balance of 30 percent and that the entity and its 

parent have investment grade credit ratings. Requests for rehearing were filed 

in August 2002. The FERC has not yet acted on the rehearing requests. 

 

     If the cash management NOPR is adopted by the FERC, our HIOS and Petal 

interstate facilities will no longer be permitted to participate in a money pool 

or cash management program. As a result, more frequent distributions or equity 

contributions may be needed in anticipation of monthly cash flow requirements 

for those interstate facilities. Also, separate credit facilities and resources 

may be required to support the capital and day-to-day activities for the 

interstate facilities separate from other of our subsidiaries and our primary 

bank accounts. 

 

     Emergency Reconstruction of Interstate Natural Gas Facilities NOPR. In 

April 2002, FERC and the Department of Transportation, Office of Pipeline Safety 

convened a technical conference to discuss how to clarify, expedite, and 

streamline permitting and approvals for interstate pipeline reconstruction in 

the event of disaster, whether natural or otherwise. In January 2003, FERC 

issued a NOPR proposing to (1) expand the scope of construction activities 

authorized under a pipeline's blanket certificate to allow replacement of 

mainline facilities; (2) authorize a pipeline to commence reconstruction of the 

affected system without a waiting period; and (3) authorize automatic approval 

of construction that would be above the normal cost ceiling. Comments on the 

NOPR were filed on February 27, 2003. At this time we cannot predict the outcome 

of this NOPR. 

 

     Pipeline Safety Notice of Proposed Rulemaking. In January 2003, the U.S. 

Department of Transportation issued a NOPR proposing to establish a rule 

requiring pipeline operators to develop integrity management programs to 

comprehensively evaluate their pipelines, and take measures to protect pipeline 

segments located in what the notice refers to as "high consequence areas." The 

proposed rule resulted from the enactment of the Pipeline Safety Improvement Act 

of 2002, a new bill signed into law in December 2002. Comments on the NOPR were 

due on April 30, 2003. At this time, we cannot predict the outcome of this NOPR. 

 

     Other Regulatory Matters. HIOS is subject to the jurisdiction of the FERC 

in accordance with the Natural Gas Act of 1938 and the Natural Gas Policy Act of 

1978. HIOS operates under a separate FERC approved tariff that governs its 

operations, terms and conditions of service, and rates. We timely filed a 

required rate case for HIOS on December 31, 2002. The rate filing and tariff 

changes are based on HIOS' cost of service, which includes operating costs, a 

management fee and changes to depreciation rates and negative salvage 

amortization. HIOS' filing reflects zero rate base; therefore, we requested a 

management fee in place 
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of a return on rate base. We requested the rates be effective February 1, 2003, 

but the FERC suspended the rate increase until July 1, 2003, subject to refund. 

We have responded, and are continuing to respond, as new requests are received, 

to the FERC staff's data requests. The FERC has scheduled a hearing on this 

matter commencing November 17, 2003. 

 

     During the latter half of 2002, we experienced a significant variance 

between the fuel usage on HIOS and the fuel collected from our customers. We 

believe a series of events may have contributed to this variance, including two 

major storms that hit the Gulf Coast Region (and these assets) in late September 

and early October of 2002. We are taking numerous steps to determine the cause 

of the fuel differences, including a review of receipt and delivery measurement 

data. At March 31, 2003, we had recorded fuel differences of approximately $8.2 

million included in other non-current assets. Depending on the outcome of our 

review, we may require FERC approval to collect the fuel differences. At this 

time we are not able to determine what amount, if any, may be collectible from 

our customers. 

 

     In June 2002, Petal Gas Storage, which is also subject to the FERC's 

jurisdiction, filed with the FERC a certificate application to add additional 

gas storage capacity to Petal's storage system. The filing included a new 

storage cavern with a working gas capacity of 5 Bcf, the conversion and 

enlargement of an existing subsurface brine storage cavern to a gas storage 

cavern with a working capacity of 3 Bcf and related surface facilities, natural 

gas, water and brine transmission lines. In February 2003, the FERC approved the 

facilities proposed by Petal. 

 

     In December 1999, GulfTerra Texas filed a petition with the FERC for 

approval of its rates for interstate transportation service. In June 2002, the 

FERC issued an order that required revisions to GulfTerra Texas' proposed 

maximum rates. The changes ordered by the FERC involve reductions to rate of 

return, depreciation rates and revisions to the proposed rate design, including 

a requirement to separately state rates for gathering service. FERC also ordered 

refunds to customers for the difference, if any, between the originally proposed 

levels and the revised rates ordered by the FERC. We believe the amount of any 

rate refund would be minimal since most transportation services are discounted 

from the maximum rate. GulfTerra Texas has established a reserve for refunds. In 

July 2002, GulfTerra Texas requested rehearing on certain issues raised by the 

FERC's order, including the depreciation rates and the requirement to separately 

state a gathering rate. GulfTerra Texas' request for rehearing has been granted 

and is pending before the FERC. 

 

     In July 2002, Falcon Gas Storage also requested late intervention and 

rehearing of the order. Falcon asserts that GulfTerra Texas' imbalance penalties 

and terms of service preclude third parties from offering imbalance management 

services. Meanwhile in December 2002, GulfTerra Texas amended its Statement of 

Operating Conditions to provide shippers the option of resolving daily 

imbalances using a third-party imbalance service provider. Falcon objected to 

the changes, complaining that imbalance resolution is the lowest priority of 

service. GulfTerra Texas responded to Falcon's objection and untimely 

intervention, repeating its request that Falcon's intervention be dismissed. 

 

     In December 2002, GulfTerra Texas requested FERC approval of market-based 

rates for interstate gas storage services performed at its Wilson storage 

facility. The filing was in compliance with a requirement to rejustify its 

existing rates or request new rates by December 20, 2002. The requested 

market-based rates are currently subject to refund. Falcon also intervened in 

this filing, complaining that market-based rates should be denied because of 

their complaint about access on the GulfTerra Texas pipeline for third party 

imbalance services. We filed a response stating that their complaint is not 

relevant to the rate case, that a severance of this issue has been requested in 

the GulfTerra Texas pipeline rate case, and requesting a dismissal of their 

intervention. This matter is pending before the FERC. 

 

     While the outcome of all of our rates and regulatory matters cannot be 

predicted with certainty, based on information known to date, we do not expect 

the ultimate resolution of these matters will have a material adverse effect on 

our financial position, results of operations or cash flows. As new information 

becomes available or relevant developments occur, we will review our accruals 

and make any appropriate adjustments. The impact of these changes may have a 

material effect on our results of operations. 
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  Guarantees 

 

     We conduct our businesses through our wholly-owned subsidiaries, joint 

ventures and other ownership arrangements to construct, operate and finance the 

development of our onshore and offshore midstream energy businesses. Third 

parties routinely require us to provide performance and financial guarantees to 

support the obligations of our subsidiaries under contracts entered into in 

connection with our business. The events and circumstances that may require us, 

on behalf of our subsidiaries, to perform under these guarantees include 

nonperformance by our joint ventures and other affiliates of services, such as 

gathering, transportation, processing and storage services, and nonpayment of 

contractual obligations. 

 

     As of March 31, 2003, we had approximately $137.9 million of performance 

guarantees in connection with the activities of our joint ventures and other 

affiliates. Such contingent obligations are not recorded in our consolidated 

financial statements unless they become payable. The most significant of our 

performance guarantee commitments is related to the construction of the Marco 

Polo TLP facility. We have guaranteed the payment of approximately $51 million 

as of March 31, 2003, under the turnkey construction contract between Deepwater 

Gateway and the construction contractor. We are obligated to perform under this 

guarantee should Deepwater Gateway fail to satisfy its obligations by drawing 

under its $155 million project finance loan or Deepwater Gateway's joint venture 

partners fail to perform under their joint venture agreement. Our commitment 

under this guarantee is scheduled to expire in 2003. 

 

     We are also obligated under an agreement with certain lenders to make 

payments on behalf of Deepwater Gateway to the extent of any distributions we or 

any of our subsidiaries receive from Deepwater Gateway up to $22.5 million, if 

Deepwater Gateway defaults on its payment obligations under its project finance 

loan. Neither we nor any of our subsidiaries have received any distributions 

from Deepwater Gateway as March 31, 2003. 

 

  Other Matters 

 

     Falcon Gas Storage Company, Inc. and its affiliate Hill-Lake Gas Storage, 

L.P. ("Falcon") filed a formal complaint in March 2003 at the Railroad 

Commission of Texas claiming that GulfTerra Texas' imbalance penalties and terms 

of service preclude third parties from offering hourly imbalance management 

services on the GulfTerra Texas system. GulfTerra Texas filed a response 

specifically denying Falcon's assertions and requesting that the complaint be 

denied. 

 

     As a result of current circumstances generally surrounding the energy 

sector, the creditworthiness of several industry participants has been called 

into question. As a result of these general circumstances, we have established 

an internal group to monitor our exposure to and determine, as appropriate, 

whether we should request prepayments, letters of credit or other collateral 

from our counterparties. 

 

7. ACCOUNTING FOR HEDGING ACTIVITIES 

 

     A majority of our commodity purchases and sales, which relate to sales of 

oil and natural gas associated with our production operations, purchases and 

sales of natural gas associated with our El Paso Intrastate Alabama (EPIA) 

pipeline and sales of liquids associated with our interest in the Indian Basin 

processing plant, are at spot market or forward market prices. We use futures, 

forward contracts, and swaps to limit our exposure to fluctuations in the 

commodity markets and allow for a fixed cash flow stream from these activities. 

 

     In August 2002, we entered into a derivative financial instrument to hedge 

our exposure during 2003 to changes in natural gas prices relating to gathering 

activities in the San Juan Basin in anticipation of our acquisition of the San 

Juan assets. The derivative is a financial swap on 30,000 MMBtu per day whereby 

we receive a fixed price of $3.525 per MMBtu and pay a floating price based on 

the San Juan index. Beginning with the acquisition date in November 2002, we are 

accounting for this derivative as a cash flow hedge under SFAS No. 133. In 

February 2003, we entered into an additional derivative financial instrument to 

continue to hedge our exposure during 2004 to changes in natural gas prices 

relating to gathering activities in the San Juan Basin. The derivative is a 

financial swap on 15,000 MMBtu per day whereby we receive a fixed price of $3.95 

per MMBtu and pay a floating price based on the San Juan index. We are 

accounting for this derivative as a 
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cash flow hedge under SFAS No. 133. As of March 31, 2003, the fair value of 

these cash flow hedges was a liability of $10.8 million. For the quarter ended 

March 31, 2003, we reclassified a loss of $4.1 million from accumulated other 

comprehensive income to earnings. No ineffectiveness exists in our hedging 

relationship because all purchase and sale prices are based on the same index 

and volumes as the hedge transaction. We estimate the entire amount will be 

reclassified from accumulated other comprehensive income to earnings over the 

next 21 months and approximately $8.9 million will be reclassified to earnings 

over the next twelve months. 

 

     At March 31, 2003, in connection with our EPIA operations, we have fixed 

price contracts with specific customers for the sale of predetermined volumes of 

natural gas for delivery over established periods of time. We entered into cash 

flow hedges in 2002 and 2003 to offset the risk of increasing natural gas 

prices. As of March 31, 2003, the fair value of these cash flow hedges was an 

asset of approximately $192 thousand. For the quarter ended March 31, 2003, the 

majority of these cash flow hedges expired and we reclassified a gain of $210 

thousand from accumulated other comprehensive income to earnings. No 

ineffectiveness exists in our hedging relationship because all purchase and sale 

prices are based on the same index and volumes as the hedge transaction. We 

estimate the entire amount will be reclassified from accumulated other 

comprehensive income to earnings over the next quarter. 

 

     In January 2002, Poseidon entered into a two-year interest rate swap 

agreement to fix the variable LIBOR based interest rate on $75 million of its 

$185 million variable rate revolving credit facility at 3.49% over the life of 

the swap. Under its credit facility, Poseidon pays an additional 150 basis 

points over LIBOR resulting in an effective interest rate at 4.99% on the hedged 

notional amount. As of March 31, 2003, the fair value of its interest rate swap 

was a liability of $1.0 million resulting in accumulated other comprehensive 

loss of $1.0 million. We included our 36 percent share of this liability of $0.4 

million as a reduction of our investment in Poseidon and as a loss in 

accumulated other comprehensive income which we estimate will be reclassified to 

earnings proportionately over the next nine months. Additionally, we have 

recognized in income our 36 percent share of Poseidon's realized loss of $0.4 

million for the quarter ended March 31, 2003, or $0.1 million, through our 

earnings from unconsolidated affiliates. 

 

     The counterparty for our San Juan hedging activities is J. Aron and 

Company, a subsidiary of Goldman Sachs. We do not require collateral and do not 

anticipate non-performance by this counterparty. The counterparty for our EPIA 

hedging activities is El Paso Merchant Energy, an affiliate of our general 

partner. We do not require collateral and do not anticipate non-performance by 

this counterparty. The counterparty for Poseidon's hedging activity is Credit 

Lyonnais. Poseidon does not require collateral and does not anticipate 

non-performance by this counterparty. 

 

8. BUSINESS SEGMENT INFORMATION 

 

     Each of our segments are business units that offer different services and 

products that are managed separately since each segment requires different 

technology and marketing strategies. We have segregated our business activities 

into four distinct operating segments: 

 

     - Natural gas pipelines and plants; 

 

     - Oil and NGL logistics; 

 

     - Natural gas storage; and 

 

     - Platform services. 

 

     As a result of our sale of the Prince TLP and our nine percent overriding 

royalty interest in the Prince Field in April 2002, the results of operations 

from these assets are reflected as discontinued operations in our statements of 

income for all periods presented. Accordingly, the segment results reflect 

neither the results of operations for the Prince assets nor the related assets 

held for sale. 

 

     We measure segment performance using earnings before interest, income 

taxes, depreciation and amortization (EBITDA), which we formerly referred to as 

"Performance Cash Flows," or an asset's ability to generate income. EBITDA is 

used in the evaluation of our businesses and should not be considered as an 

 

                                        17 



 

 

alternative to net income as an indicator of our operating performance. EBITDA 

may not be a comparable measurement among different companies. Following are 

results as of and for the periods ended March 31: 

 

                          QUARTER ENDED MARCH 31, 2003 

 

NATURAL GAS OIL AND NATURAL

PIPELINES & NGL GAS PLATFORM

PLANTS LOGISTICS STORAGE

SERVICES OTHER(1) TOTAL --------

--- ---------- -------- --------

-------- ---------- (IN

THOUSANDS) Revenue from external

customers......................

$ 197,189 $ 60,799 $ 11,606 $

4,382 $ 4,950 $ 278,926

Intersegment

revenue............. 38 -- 92

646 (776) -- Depreciation,

depletion and

amortization...................

16,553 2,197 2,962 1,200 785

23,697 Operating

income................. 60,326

5,441 4,039 3,035 2,160 75,001

Earnings from unconsolidated

affiliates.....................

629 2,687 -- -- -- 3,316

EBITDA...........................

77,802 11,600 7,001 4,235 5,266

105,904

Assets...........................

2,249,828 322,324 326,795

160,128 108,407 3,167,482

 

 

                          QUARTER ENDED MARCH 31, 2002 

 

NATURAL GAS OIL AND NATURAL

PIPELINES & NGL GAS PLATFORM

PLANTS LOGISTICS STORAGE SERVICES

OTHER(1) TOTAL ----------- ------

---- -------- -------- -------- -

--------- (IN THOUSANDS) Revenue

from external customers... $

40,360 $ 8,826 $ 4,388 $ 4,462 $

3,508 $ 61,544 Intersegment

revenue.............. 59 -- --

3,109 (3,168) -- Depreciation,

depletion and

amortization....................

6,505 1,468 1,401 1,092 2,083

12,549 Operating income

(loss)........... 13,355 4,747

1,308 6,093 (3,106) 22,397

Earnings from unconsolidated

affiliates......................

-- 3,361 -- -- -- 3,361

EBITDA............................

20,178 10,715 2,709 12,822 2,094

48,518

Assets............................

561,831 191,425 256,254 277,373

205,307 1,492,190

 

 

- ---------- 

 

(1) Represents predominately our oil and natural gas production activities as 

    well as intersegment eliminations. 
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9. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 

 

     We hold investments in various affiliates which we account for using the 

equity method of accounting. Summarized financial information for these 

investments are as follows: 

 

                          QUARTER ENDED MARCH 31, 2003 

                                 (IN THOUSANDS) 

 

DEEPWATER COYOTE GATEWAY POSEIDON TOTAL ------ -----

---- -------- ------ OWNERSHIP

INTEREST..................................... 50%

50% 36% ====== === ======== OPERATING RESULTS DATA:

Operating

revenues................................... $1,923

$-- $357,769 Crude oil

purchases.................................. -- --

345,707 ------ --- -------- Gross

margin.........................................

1,923 -- 12,062 Other

income......................................... 2 13

21 Operating

expenses................................... (121) --

(771)

Depreciation.........................................

(339) -- (2,084) Other

expenses.......................................

(197) (5) (1,475) ------ --- -------- Net

income...........................................

$1,268 $ 8 $ 7,753 ====== === ======== OUR SHARE:

Allocated

income..................................... $ 634 $

4 $ 2,791

Adjustments(1).......................................

(5) (4) (104) ------ --- -------- Earnings from

unconsolidated affiliates.............. $ 629 $-- $

2,687 $3,316 ====== === ======== ====== Allocated

distributions.............................. $ 750 $-

- $ 3,960 $4,710 ====== === ======== ======

 

 

                          QUARTER ENDED MARCH 31, 2002 

                                 (IN THOUSANDS) 

 

POSEIDON -------- OWNERSHIP

INTEREST.......................................... 36%

======== OPERATING RESULTS DATA: Operating

revenues........................................ $235,024

Crude oil

purchases....................................... 220,847

-------- Gross

margin..............................................

14,177 Other

income.............................................. 25

Operating

expenses........................................ (925)

Depreciation..............................................

(2,049) Other

expenses............................................

(1,702) -------- Net

income................................................ $

9,526 ======== OUR SHARE: Allocated

income.......................................... $ 3,429

Adjustments(1)............................................

(68) -------- Earnings from unconsolidated

affiliate.................... $ 3,361 ======== Allocated

distributions................................... $ 4,500

========

 

 

- ---------- 

 

(1) We recorded adjustments primarily for differences from estimated earnings 

    reported in our Quarterly Report on Form 10-Q and actual earnings reported 

    in the unaudited financial statements of our unconsolidated affiliates. 
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10. RELATED PARTY TRANSACTIONS 

 

     Our transactions with related parties and affiliates are as follows: 

 

QUARTER ENDED MARCH 31, ----------------- 2003 2002 -----

-- ------- (IN THOUSANDS) Revenues received from related

parties Natural gas pipelines and

plants.......................... $22,950 $ 9,176 Oil and

NGL logistics..................................... 6,869

6,233

Other.....................................................

-- 2,918 ------- ------- $29,819 $18,327 ======= =======

Expenses paid to related parties Cost of natural

gas....................................... $14,975 $

8,401 Operating

expenses........................................ 23,717

8,800 ------- ------- $38,692 $17,201 ======= =======

Reimbursements received from related parties Operating

expenses........................................ $ 525 $

525 ======= =======

 

 

     There have been no changes to our related party relationships, except as 

described below, from those described in Note 9 of our audited financial 

statements filed in our 2002 Form 10-K. 

 

     In the first quarter of 2003, our related party revenue was 11 percent of 

total revenue compared to 30 percent in the first quarter of 2002. Our total 

revenues for the first quarter of 2003 have increased as a result of our 

acquisitions during 2002. Also, we have undertaken efforts to reduce our related 

party revenue with affiliates of El Paso Corporation by replacing our 

month-to-month, market price sales of natural gas with similar arrangements with 

third parties. Revenue from these types of sales for the first quarter of 2003 

were approximately $3 million compared to approximately $22.2 million in the 

fourth quarter of 2002. 

 

  Revenues received from related parties 

 

     Our revenues from related parties increased as a result of our April 2002 

EPN Holding transaction in which we acquired gathering, transportation and 

processing contracts with affiliates of our general partner. Our expenses paid 

to related parties increased as a result of our April 2002 EPN Holding 

transaction and November 2002 San Juan transaction. 

 

  Other Matters 

 

     In addition to the related party transactions discussed above, pursuant to 

the terms of many of the purchase and sale agreements we have entered into with 

various entities controlled directly or indirectly by El Paso Corporation, we 

have been indemnified for potential future liabilities, expenses and capital 

requirements above a negotiated threshold. Specifically, an indirect subsidiary 

of El Paso Corporation has indemnified us for specific litigation matters to the 

extent the ultimate resolutions of these matters result in judgments against us. 

For a further discussion of these matters see Note 6, Commitments and 

Contingencies, Legal Proceedings. Some of our agreements obligate certain 

indirect subsidiaries of El Paso Corporation to pay for capital costs related to 

maintaining assets which were acquired by us, if such costs exceed negotiated 

thresholds. We have made no such claims for reimbursement to date but may make 

claims based on our 2002 expenditures and on our expected 2003 expenditure 

requirements. 

 

     We have also entered into capital contribution arrangements with regulated 

pipelines owned by El Paso Corporation in the past, and will most likely do so 

in the future, as part of our normal commercial activities in the Gulf of 

Mexico. Regulated pipelines often contribute capital toward the construction 

costs of gathering 
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facilities owned by others which are connected to their pipelines. We have 

agreements with ANR Pipeline Company and Tennessee Gas Pipeline Company under 

which we will receive a total of approximately $25 million of capital toward the 

construction of gathering pipelines to the Marco Polo, Phoenix and Medusa 

discoveries, payable over the next eighteen months. 

 

     The following table provides summary data categorized by our related 

parties: 

 

QUARTER ENDED MARCH 31, ----------------

- 2003 2002 ------- ------- (IN

THOUSANDS) Revenues received from

related parties El Paso Corporation El

Paso Merchant Energy North America

Company.......... $10,812 $ 2,920 El

Paso Production

Company.............................

2,358 1,093 Tennessee Gas Pipeline

Company......................... 55 --

El Paso Field

Services.................................

16,594 14,314 ------- ------- $29,819

$18,327 ======= ======= Cost of natural

gas purchased from related parties El

Paso Corporation El Paso Merchant Energy

North America Company.......... $10,278

$ 7,210 El Paso Production

Company............................. --

1,114 Tennessee Gas Pipeline

Company......................... -- 77

El Paso Field

Services.................................

4,677 -- El Paso Natural Gas

Company............................ 20 -

- ------- ------- $14,975 $ 8,401

======= ======= Operating expenses paid

to related parties El Paso Corporation

El Paso Field

Services.................................

$23,624 $ 8,690 Unconsolidated

Subsidiaries Poseidon Oil Pipeline

Company.......................... 93 110

------- ------- $23,717 $ 8,800 =======

======= Reimbursements received from

related parties Unconsolidated

Subsidiaries Poseidon Oil Pipeline

Company.......................... $ 525

$ 525 ======= =======

 

 

     At March 31, 2003, and December 31, 2002, our accounts receivable due from 

related parties was $75.0 million and $83.8 million. At March 31, 2003 and 

December 31, 2002, our accounts payable due to related parties was $107.9 

million and $86.1 million. 
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     Our accounts receivable due from related parties consisted of the following 

as of: 

 

MARCH 31, DECEMBER 31, 2003 2002 --------- ------------ (IN

THOUSANDS) El Paso Corporation El Paso Production

Company................................ $ 2,720 $ 4,346 El

Paso Merchant Energy North America Company.............

34,272 30,512 El Paso Field

Services.................................... 27,367 36,071

El Paso Natural Gas Company...............................

4,374 1,033

Other.....................................................

1,928 2,228 -------- ------- 70,661 74,190 -------- -------

Unconsolidated Subsidiaries Deepwater

Gateway........................................... 4,331

9,636

Other.......................................................

8 -- -------- ------- 4,339 9,636 -------- -------

Total............................................. $ 75,000

$83,826 ======== =======

 

 

     Our accounts payable due to related parties consisted of the following as 

of: 

 

MARCH 31, DECEMBER 31, 2003 2002 --------- ------------

(IN THOUSANDS) El Paso Corporation El Paso Merchant

Energy North America Company............. $ 14,468 $

8,871 El Paso Production

Company................................ 19,914 14,518 El

Paso Field Services....................................

59,153 55,648 Tennessee Gas Pipeline

Company............................ 4,665 1,319 El Paso

Natural gas Company............................... 3,023

1,475 El Paso

Corporation....................................... 2,702

4,181

Other.....................................................

969 132 -------- ------- 104,894 86,144 -------- -------

Unconsolidated

Subsidiaries................................. 2,980 -- --

------ -------

Total.............................................

$107,874 $86,144 ======== =======

 

 

     In connection with the San Juan assets acquisition in November 2002, we 

acquired a 50 percent interest in Coyote Gas Treating L.L.C. As part of this 

transaction we assumed a note receivable due from our unconsolidated affiliate, 

Coyote, for $17.1 million. 

 

     In connection with the sale of our Gulf of Mexico assets in January 2001, 

El Paso Corporation agreed to make quarterly payments to us of $2.25 million for 

three years beginning March 2001 and $2 million in the first quarter of 2004. 

The present value of the amounts due from El Paso Corporation were classified as 

follows: 

 

MARCH 31 DECEMBER 31, 2003 2002 ---------

------------ (IN THOUSANDS) Accounts

receivable,

net....................................

$8,323 $ 8,403 Other noncurrent

assets.....................................

-- 1,960 ------ ------- $8,323 $10,363

====== =======
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11. GUARANTOR FINANCIAL INFORMATION 

 

     As of March 31, 2003, our revolving credit facility, GulfTerra Holding term 

credit facility and senior secured term loan are guaranteed by each of our 

subsidiaries, excluding our unrestricted subsidiaries (Matagorda Island Area 

Gathering System, Arizona Gas Storage, L.L.C. and GulfTerra Arizona Gas, 

L.L.C.), and our general partner, and are collateralized by our general 

partner's general and administrative services agreement and substantially all of 

our assets. In addition, all of our senior subordinated notes are jointly, 

severably, fully and unconditionally guaranteed by us and all of our 

subsidiaries, excluding our unrestricted subsidiaries. The consolidating 

eliminations column on our condensed consolidating balance sheets below 

eliminate our investment in consolidated subsidiaries, intercompany payables and 

receivables and other transactions between subsidiaries. The consolidating 

eliminations column in our condensed consolidating statements of income and cash 

flows eliminate earnings from our consolidated affiliates. 

 

     Non-guarantor subsidiaries as of and for the quarter ended March 31, 2003, 

consisted of our unrestricted subsidiaries. Non-guarantor subsidiaries for the 

quarter ended March 31, 2002, consisted of Argo and Argo I which owned the 

Prince TLP. As a result of our disposal of the Prince TLP and our related 

overriding royalty interest in April 2002, the results of operations and net 

book value of these assets are reflected as discontinued operations in our 

statements of income and assets held for sale in our balance sheets and Argo and 

Argo I became guarantor subsidiaries. 

 

                  CONDENSED CONSOLIDATING STATEMENTS OF INCOME 

                      FOR THE QUARTER ENDED MARCH 31, 2003 

 

NON-GUARANTOR GUARANTOR

CONSOLIDATING CONSOLIDATED

ISSUER SUBSIDIARIES

SUBSIDIARIES ELIMINATIONS

TOTAL -------- ------------- -

----------- ------------- ----

-------- (IN THOUSANDS)

Operating

revenues............... $ --

$277 $278,649 $ -- $278,926

Operating expenses Cost of

natural gas............ -- --

139,584 -- 139,584 Operation

and maintenance...... 467 74

40,103 -- 40,644 Depreciation,

depletion and

amortization................

37 10 23,650 -- 23,697 -------

- ---- -------- -------- -----

--- 504 84 203,337 -- 203,925

-------- ---- -------- -------

- -------- Operating income

(loss).......... (504) 193

75,312 -- 75,001 -------- ----

-------- -------- --------

Other income (loss) Earnings

from consolidated

affiliates..................

61,505 -- -- (61,505) --

Earnings from unconsolidated

affiliates.................. -

- -- 3,316 -- 3,316 Net gain

on sales of assets.... -- --

106 -- 106 Minority

interest.............. -- (33)

-- -- (33) Other

income................... 248

-- 135 -- 383 Interest and

debt expense........ (15,272)

-- (19,214) -- (34,486) Loss

due to write-off of debt

issuance

costs................. (3,762)

-- -- -- (3,762) -------- ----

-------- -------- --------

Income from continuing

operations.....................

42,215 160 59,655 (61,505)

40,525 Cumulative effect of

accounting

change.........................

-- -- 1,690 -- 1,690 --------

---- -------- -------- -------

- Net income



(loss).............. $ 42,215

$160 $ 61,345 $(61,505) $

42,215 ======== ==== ========

======== ========
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                  CONDENSED CONSOLIDATING STATEMENTS OF INCOME 

                      FOR THE QUARTER ENDED MARCH 31, 2002 

 

NON-GUARANTOR GUARANTOR

CONSOLIDATING CONSOLIDATED

ISSUER SUBSIDIARIES

SUBSIDIARIES ELIMINATIONS TOTAL

------- ------------- ---------

--- ------------- ------------

(IN THOUSANDS) Operating

revenues................ $ -- $

-- $ 61,544 $ -- $ 61,544

Operating expenses Cost of

natural gas............. -- --

12,158 -- 12,158 Operation and

maintenance....... 3,272 --

11,168 -- 14,440 Depreciation,

depletion and

amortization.................

161 -- 12,388 -- 12,549 -------

------ -------- -------- ------

-- 3,433 -- 35,714 -- 39,147 --

----- ------ -------- --------

-------- Operating income

(loss)........... (3,433) --

25,830 -- 22,397 ------- ------

-------- -------- --------

Other income (loss) Earnings

from consolidated

affiliates...................

11,684 -- 4,004 (15,688) --

Earnings from unconsolidated

affiliates................... -

- -- 3,361 3,361 Net gain on

sales of assets..... -- -- 315

-- 315 Other income

(loss)............. 436 -- (10)

-- 426 Interest and debt

expense......... 10,439 --

(22,197) -- (11,758) ------- --

---- -------- -------- --------

Income from continuing

operations......................

19,126 -- 11,303 (15,688)

14,741 Income from discontinued

operations......................

-- 4,004 381 -- 4,385 ------- -

----- -------- -------- -------

- Net

income......................

$19,126 $4,004 $ 11,684

$(15,688) $ 19,126 =======

====== ======== ========

========
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                     CONDENSED CONSOLIDATING BALANCE SHEETS 

                                 MARCH 31, 2003 

 

NON-GUARANTOR GUARANTOR

CONSOLIDATING CONSOLIDATED

ISSUER SUBSIDIARIES

SUBSIDIARIES ELIMINATIONS

TOTAL ---------- -----------

-- ------------ ------------

- ------------ (IN

THOUSANDS) Current assets

Cash and cash

equivalents.... $ 6,491 $ --

$ 5,758 $ -- $ 12,249

Accounts receivable, net

Trade..................... -

- 3,114 142,026 -- 145,140

Affiliates................

715,170 -- 64,753 (704,923)

75,000 Affiliated note

receivable... -- -- 17,100 -

- 17,100 Other current

assets......... 661 -- 824 -

- 1,485 ---------- ------ --

-------- ----------- -------

--- Total current

assets...... 722,322 3,114

230,461 (704,923) 250,974

Property, plant and

equipment,

net..........................

6,988 444 2,783,328 --

2,790,760 Intangible

assets.............. -- --

3,585 -- 3,585 Investment in

unconsolidated

affiliates...................

-- 5,330 72,399 -- 77,729

Investment in consolidated

affiliates...................

1,843,558 -- 853 (1,844,411)

-- Other noncurrent

assets........ 204,205 --

10,228 (169,999) 44,434 ----

------ ------ ---------- ---

-------- ---------- Total

assets.................

$2,777,073 $8,888 $3,100,854

$(2,719,333) $3,167,482

========== ====== ==========

=========== ==========

Current liabilities Accounts

payable

Trade..................... $

-- $ 125 $ 94,008 $ -- $

94,133

Affiliates................

18,487 3,075 791,235

(704,923) 107,874 Accrued

interest............. 34,028

-- 681 -- 34,709 Current

maturities of senior secured

term loan......... 5,000 --

-- -- 5,000 Other current

liabilities.... 1,629 4

16,543 -- 18,176 ----------

------ ---------- ----------

- ---------- Total current

liabilities.............

59,144 3,204 902,467

(704,923) 259,892 Revolving

credit facility......

471,000 -- -- -- 471,000

Senior secured term loan,

less current

maturities...........

155,000 -- 160,000 --

315,000 Long-term

debt.................

1,157,658 -- -- -- 1,157,658

Other noncurrent

liabilities... (1) --

197,685 (169,999) 27,685



Minority

interest.............. --

1,975 -- -- 1,975 Partners'

capital..............

934,272 3,709 1,840,702

(1,844,411) 934,272 --------

-- ------ ---------- -------

---- ---------- Total

liabilities and partners'

capital......... $2,777,073

$8,888 $3,100,854

$(2,719,333) $3,167,482

========== ====== ==========

=========== ==========
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                     CONDENSED CONSOLIDATING BALANCE SHEETS 

                               DECEMBER 31, 2002 

 

NON-GUARANTOR GUARANTOR

CONSOLIDATING CONSOLIDATED

ISSUER SUBSIDIARIES

SUBSIDIARIES ELIMINATIONS

TOTAL ---------- -----------

-- ------------ ------------

- ------------ (IN

THOUSANDS) Current assets

Cash and cash

equivalents.... $ 20,777 $ -

- $ 15,322 $ -- $ 36,099

Accounts receivable, net

Trade..................... -

- 74 139,445 -- 139,519

Affiliates................

709,230 3,055 67,513

(695,972) 83,826 Affiliated

note receivable... -- --

17,100 -- 17,100 Other

current assets.........

1,118 -- 2,333 -- 3,451 ----

------ ------ ---------- ---

-------- ---------- Total

current assets.............

731,125 3,129 241,713

(695,972) 279,995 Property,

plant and equipment,

net..........................

6,716 454 2,717,768 --

2,724,938 Intangible

assets.............. -- --

3,970 -- 3,970 Investment in

unconsolidated

affiliates...................

-- 5,197 73,654 -- 78,851

Investment in consolidated

affiliates...................

1,787,767 -- 693 (1,788,460)

-- Other noncurrent

assets........ 205,262 --

7,879 (169,999) 43,142 -----

----- ------ ---------- ----

------- ---------- Total

assets......... $2,730,870

$8,780 $3,045,677

$(2,654,431) $3,130,896

========== ====== ==========

=========== ==========

Current liabilities Accounts

payable

Trade..................... $

-- $ 302 $ 126,422 $ -- $

126,724

Affiliates................

18,867 2,982 760,267

(695,972) 86,144 Accrued

interest............. 14,221

-- 807 -- 15,028 Current

maturities of senior secured

term loan......... -- --

5,000 -- 5,000 Other current

liabilities.... 1,645 5

19,545 -- 21,195 ----------

------ ---------- ----------

- ---------- Total current

liabilities........ 34,733

3,289 912,041 (695,972)

254,091 Revolving credit

facility...... 491,000 -- --

-- 491,000 Senior secured

term loans, less current

maturities...........

397,500 -- 155,000 --

552,500 Long-term

debt.................

857,786 -- -- -- 857,786

Other noncurrent

liabilities... (1) --

193,725 (169,999) 23,725

Minority



interest.............. --

1,942 -- -- 1,942 Partners'

capital..............

949,852 3,549 1,784,911

(1,788,460) 949,852 --------

-- ------ ---------- -------

---- ---------- Total

liabilities and partners'

capital............

$2,730,870 $8,780 $3,045,677

$(2,654,431) $3,130,896

========== ====== ==========

=========== ==========
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                CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS 

                      FOR THE QUARTER ENDED MARCH 31, 2003 

 

NON-GUARANTOR GUARANTOR CONSOLIDATING

CONSOLIDATED ISSUER SUBSIDIARIES

SUBSIDIARIES ELIMINATIONS TOTAL -----

---- ------------- ------------ -----

-------- ------------ (IN THOUSANDS)

Cash flows from operating activities

Net

income............................ $

42,215 $ 160 $ 61,345 $(61,505) $

42,215 Less cumulative effect of

accounting

change..............................

-- -- 1,690 -- 1,690 --------- -----

-------- -------- -------- Income

from continuing operations.....

42,215 160 59,655 (61,505) 40,525

Adjustments to reconcile net income

to net cash provided by operating

activities Depreciation, depletion

and amortization.....................

37 10 23,650 -- 23,697 Distributed

earnings of unconsolidated affiliates

Earnings from unconsolidated

affiliates..................... -- --

(3,316) -- (3,316) Distributions from

unconsolidated

affiliates..................... -- --

4,710 -- 4,710 Net loss on sale of

assets.......... -- -- (106) -- (106)

Other noncash items.................

5,970 33 242 -- 6,245 Working capital

changes, net of non-cash

transactions............... 17,888

(170) (18,029) -- (311) --------- ---

-- -------- -------- -------- Net

cash provided by operating

activities................... 66,110

33 66,806 (61,505) 71,444 --------- -

---- -------- -------- -------- Cash

flows from investing activities

Additions to property, plant and

equipment...........................

(309) -- (81,628) -- (81,937)

Proceeds from sale of

assets.......... -- -- 3,088 -- 3,088

Additions to investments in

unconsolidated affiliates...........

-- (133) -- -- (133) --------- -----

-------- -------- -------- Net cash

used in investing

activities................... (309)

(133) (78,540) -- (78,982) ---------

----- -------- -------- -------- Cash

flows from financing activities Net

proceeds from revolving credit

facility............................

98,991 -- -- -- 98,991 Repayments of

revolving credit

facility............................

(119,000) -- -- -- (119,000) Net

proceeds from senior secured

acquisition term loan...............

(237,500) -- -- -- (237,500) Net

proceeds from issuance of long-term

debt...................... 293,277 --

-- -- 293,277 Advances with

affiliates.............. (2,270) 100

2,170 -- -- Distributions to

partners............. (52,080) -- --

-- (52,080) --------- ----- --------

-------- -------- Net cash provided

by (used in) financing

activities......... (18,582) 100

2,170 -- (16,312) --------- ----- ---

----- -------- -------- Increase

(decrease) in cash and cash

equivalents...........................

$ 47,219 $ -- $ (9,564) $(61,505)

(23,850) ========= =============

============ ============= Cash and



cash equivalents Beginning of

period................... 36,099 ----

-------- End of

period......................... $

12,249 ============
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                CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS 

                      FOR THE QUARTER ENDED MARCH 31, 2002 

 

NON-GUARANTOR GUARANTOR

CONSOLIDATING CONSOLIDATED ISSUER

SUBSIDIARIES SUBSIDIARIES

ELIMINATIONS TOTAL -------- -------

------ ------------ ------------- -

----------- (IN THOUSANDS) Cash

flows from operating activities Net

income.......................... $

19,126 $ 4,004 $ 11,684 $(15,688) $

19,126 Less income from

discontinued

operations....................... -

- 4,004 381 -- 4,385 -------- -----

-- -------- -------- --------

Income from continuing

operations... 19,126 -- 11,303

(15,688) 14,741 Adjustments to

reconcile net income to net cash

provided by operating activities

Depreciation, depletion and

amortization................... 161

-- 12,388 -- 12,549 Distributed

earnings of unconsolidated

affiliates Earnings from

unconsolidated

affiliates.................. -- --

(3,361) -- (3,361) Distributions

from unconsolidated affiliates... -

- -- 4,500 -- 4,500 Net gain on

sale of assets....... -- -- (315) -

- (315) Other noncash

items.............. 1,090 -- 175 --

1,265 Working capital changes, net

of non-cash

transactions............ 7,688

(1,884) 2,595 -- 8,399 -------- ---

---- -------- -------- -------- Net

cash provided by continuing

operations.......................

28,065 (1,884) 27,285 (15,688)

37,778 Net cash provided by

discontinued

operations....................... -

- 4,631 798 -- 5,429 -------- -----

-- -------- -------- -------- Net

cash provided by operating

activities...... 28,065 2,747

28,083 (15,688) 43,207 -------- ---

---- -------- -------- --------

Cash flows from investing

activities Additions to property,

plant and

equipment........................

(1,129) -- (33,981) -- (35,110)

Proceeds from sale of

assets........ -- -- 5,460 -- 5,460

-------- ------- -------- --------

-------- Net cash provided by (used

in) investing activities of

continuing operations............

(1,129) -- (28,521) -- (29,650) Net

cash used in investing activities

of discontinued

operations....................... -

- (3,523) -- -- (3,523) -------- --

----- -------- -------- --------

Net cash used in investing

activities................ (1,129)

(3,523) (28,521) -- (33,173) ------

-- ------- -------- -------- ------

-- Cash flows from financing

activities Net proceeds from

revolving credit

facility.........................

143,978 -- -- -- 143,978 Net

proceeds from issuance of common

units............................

56 -- -- -- 56 Advances with

affiliates............ (17,973)

8,459 9,514 -- -- Distributions to



partners........... (33,717) -- --

-- (33,717) -------- ------- ------

-- -------- -------- Net cash

provided by financing activities of

continuing

operations.......................

92,344 8,459 9,514 -- 110,317 Net

cash used in financing activities

of discontinued

operations....................... -

- (3) -- -- (3) -------- ------- --

------ -------- -------- Net cash

provided by financing

activities...... 92,344 8,456 9,514

-- 110,314 -------- ------- -------

- -------- -------- Increase in

cash and cash

equivalents.........................

$119,280 $ 7,680 $ 9,076 $(15,688)

120,348 ======== ======= ========

======== Cash and cash equivalents

Beginning of

period................. 13,084 ----

---- End of

period.......................

$133,432 ========
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12. NEW ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED 

 

     In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on 

Derivative Instruments and Hedging Activities.  This statement amends and 

clarifies financial accounting and reporting for derivative instruments, 

including certain derivative instruments embedded in other contracts and for 

hedging activities. The statement is effective for contracts entered into or 

modified after June 30, 2003 and for hedging relationships designated after June 

30, 2003, except for provisions that relate to SFAS No. 133 implementation 

issues that have been effective for fiscal quarter that began prior to June 15, 

2003, which are applicable on their respective effective dates. We are required 

to adopt the provisions of this statement prospectively, unless otherwise 

prescribed. We are currently evaluating the effects of this pronouncement. 
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 

OF OPERATIONS 

 

     The information contained in Item 2 updates, and you should read it in 

conjunction with, information disclosed in Part II, Items 7, 7A and 8, in our 

Annual Report on Form 10-K for the year ended December 31, 2002, in addition to 

the interim financial statements and notes presented in Item 1 of this Quarterly 

Report on Form 10-Q. 

 

NAME CHANGE 

 

     In May 2003 we changed our name to GulfTerra Energy Partners, L.P. (NYSE: 

GTM) from El Paso Energy Partners, L.P. (NYSE: EPN). In connection with our name 

change, we have also changed the names of several subsidiaries. See Note 1. 

Financial Statements. Our new name reflects the breadth and depth of our 

business activities, including our pipelines and platforms in the waters of the 

Gulf of Mexico to thousands of miles of gathering and transportation lines in 

the southwest, our asset base spans the midstream. 

 

     The Gulf portion of our new name represents our origins ten years ago 

offshore in the Gulf of Mexico -- the extensive infrastructure base we have 

built over the past decade to meet the needs of Gulf producers and the near 

limitless potential remaining for growth in the critically important Deep Water 

trend of the Gulf of Mexico. 

 

     The Terra portion of our name reflects the other aspect of our diverse 

midstream asset base including the pipelines, processing and treating plants, 

and storage facilities located onshore. Terra also represents the rock-solid 

strategy that has delivered years of outstanding results for our unitholders. 

 

GENERAL PARTNER RELATIONSHIP 

 

  Our corporate governance structure and independence initiatives 

 

     We continually strive to improve our corporate governance model. During the 

first quarter of 2003, we identified and evaluated a number of changes that 

could be made to our corporate structure to better address potential conflicts 

of interest and to better balance the risks and rewards of significant 

relationships with our affiliates, which we refer to as Independence 

Initiatives. Through May 2003, we have implemented the following: 

 

     - added an additional independent director to our board of directors, 

       bringing the number of independent directors to four of the six-member 

       board; 

 

     - established a governance and compensation committee of our board of 

       directors consisting solely of independent directors; 

 

     - changed our name to GulfTerra Energy Partners, L.P.; 

 

     - received a letter of credit from El Paso Merchant Energy North America 

       totaling $5.1 million regarding our existing customer/contractual 

       relationships with them; 

 

     - modified our partnership agreement to: (1) eliminate El Paso 

       Corporation's right to vote its common units with respect to the removal 

       of the general partner; (2) increase the common unit vote to 67 percent 

       from 55 percent to remove the general partner; and (3) require the 

       unanimous vote of our general partner's board of directors to voluntarily 

       file the general partner or the partnership into bankruptcy; 

 

     - completed a resource support agreement with El Paso Corporation; and 

 

     - reorganized our structure, further reducing our interrelationships with 

       El Paso Corporation, into GulfTerra Energy Company, L.L.C., a Delaware 

       limited liability company that is required to have: 

 

      - no material assets other than its interests in us; 

 

      - no material operations other than those relating to our operations; 

 

      - no material debt or other obligations other than those owed to us or our 

        creditors; 
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      - no material liens other than those securing obligations owed to us or 

        our creditors; and 

 

      - no employees. 

 

     We are in the process of implementing the following Independence 

Initiatives: 

 

      - adding one more independent director to the board of directors, and 

 

      - negotiating a master netting agreement that could partially mitigate our 

        risks associated with our ongoing contractual arrangements with El Paso 

        Corporation or any of its subsidiaries. Approval must be received from 

        our general partner's board of directors and from El Paso Corporation 

        prior to executing the master netting agreement. 

 

     Under the partnership agreement, our general partner has agreed not to 

voluntarily withdraw as general partner prior to December 31, 2002. Now that 

this obligation has expired, our general partner can withdraw with 90 days 

notice. We have no employees today, a condition that is common among MLPs. 

Although this arrangement has worked well for us in the past and continues to 

work well for us, we are evaluating the direct employment of the personnel who 

manage the day-to-day operations of our assets. 

 

Our relationship with El Paso Corporation 

 

     El Paso Corporation, a NYSE-listed company, is a leading provider of 

natural gas services and the largest pipeline company in North America. Through 

its subsidiaries, El Paso Corporation: 

 

     - owns 100 percent of our general partner; however, El Paso Corporation has 

       publicly announced that it intends to sell up to ten percent of its 

       general partner interest. 

 

     - is a significant stake-holder in us -- it owns approximately 26.5 

       percent, or 11,674,245, of our common units (which decreased to 24.6 

       percent as a result of our April 2003 common unit offering), all 

       10,937,500 of our newly issued Series C units, which we issued in 

       November 2002 for $350 million, all 125,392 of our outstanding Series B 

       preference units, with a liquidation value of approximately $161 million 

       at March 31, 2003 (which decreased to 124,584 Series B preference units, 

       with a liquidation value of approximately $160 million as a result of El 

       Paso Corporation's contribution to us of approximately $1 million in 

       liquidation value of Series B preference units to maintain its one 

       percent general partner interest in conjunction with our April 2003 

       common unit offering) and our one percent general partner interest. 

 

     - is a customer of ours. As with other large energy companies, we have 

       entered into a number of contracts with El Paso Corporation and its 

       affiliates. 

 

     - has in the past publicly announced its intention to use us as its primary 

       vehicle for growth and development of its midstream energy business; 

       however, El Paso Corporation is neither contractually nor legally bound 

       to use us as its primary vehicle for growth and development of midstream 

       energy assets, and may reconsider its relationship with us any time, 

       without notice. 

 

     As discussed previously, we have implemented, and are in the process of 

implementing, a number of Independence Initiatives that are designed to help us 

better manage the rewards and risks relating to our relationship with El Paso 

Corporation. However, even in the light of these Independence Initiatives or any 

other arrangements, we may still be adversely affected if El Paso Corporation 

continues to suffer financial stress. 

 

RELATED PARTY TRANSACTIONS 

 

     In our normal course of business we enter into transactions with various 

entities controlled directly or indirectly by El Paso Corporation. For the 

quarter ended March 31, 2003, $10.8 million of our related party revenue came 

from El Paso Merchant Energy North America Company (Merchant Energy), a direct 

subsidiary of El Paso Corporation. In November 2002, El Paso Corporation 

announced its intention to exit the energy trading business. Accordingly, we are 

in the process of replacing our month-to-month, market priced sales of natural 

gas to Merchant Energy, which in the quarter ended March 31, 2003 represented 

revenue of 
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approximately $3.0 million, reduced from $22.2 million for the fourth quarter 

2002, with similar arrangements with third parties. In addition, Merchant Energy 

could sell or transfer to third parties the natural gas transportation and 

storage agreements they have with us, or Merchant Energy could request a 

cancellation of the transportation and storage agreements prior to expiration of 

the relevant agreements. In the quarter ended March 31, 2003, these agreements 

represented revenue of approximately $7.8 million. As of May 2003, Merchant 

Energy continues to fully utilize these agreements. 

 

     In connection with our San Juan assets acquisition, we entered into a 

10-year transportation agreement with El Paso Field Services beginning January 

1, 2003. Under this agreement, we will receive a fee of $1.5 million per year 

for transportation on one of our NGL pipelines. See Part I, Financial 

Information, Note 10 for a further discussion of our related party transactions. 

 

                        LIQUIDITY AND CAPITAL RESOURCES 

 

     Our ability to execute our growth strategy and complete our projects is 

dependent upon our access to the capital necessary to fund our projects and 

acquisitions. During the first quarter of 2003, our business and industry have 

continued to experience the adverse affects of a challenging economic climate 

that has persisted since 2002. Our continued success with capital raising 

efforts, including the formation of joint ventures to share costs and risks, 

will be the critical factor which determines how much we actually spend. We 

believe our access to capital resources is sufficient to meet the demands of our 

current and future operating growth needs and, although we currently intend to 

make the forecasted expenditures, we may adjust the timing and amounts of 

projected expenditures as necessary to adapt to changes in the capital markets. 

 

CAPITAL RESOURCES 

 

     As part of our previously announced strategy for 2003 to raise 

approximately $300 million through the issuance of common units and other 

equity, we issued 3,450,000 common units in April 2003 for $31.35 per unit and 

received net proceeds of approximately $103 million. Additionally, our general 

partner contributed approximately $1 million of liquidation value of Series B 

preference units to maintain its one percent ownership interest in us, and we 

retired those Series B preference units. We used the net proceeds from our 

common unit offering to temporarily reduce amounts outstanding under our $600 

million revolving credit facility. In addition to our common unit offering, we 

are also in negotiations with unaffiliated investors regarding the potential 

sale of common units and warrants or other rights to purchase common units. 

While the terms of any such potential sale have not been negotiated, such 

potential sale could involve an initial sale of $25 to $50 million of equity, 

with warrants or other rights to purchase as much as $150 million of additional 

equity over the next several years. Due to the preliminary nature of our 

negotiations, we cannot assure you when or whether a transaction will be 

consummated, nor of its ultimate terms. 

 

     Following our March 2003 repayment of the senior secured acquisition term 

loan, the amounts outstanding under our revolving credit facility bear interest, 

at our option, at either (i) 0.75% over the variable base rate (equal to the 

greater of the prime rate as determined by JP Morgan Chase Bank, the federal 

funds rate plus 0.5% or the Certificate of Deposit (CD) rate as determined by JP 

Morgan Chase Bank plus 1.00%); or (ii) 1.75% over LIBOR. For the GulfTerra 

Holding term credit facility, the amounts outstanding bear interest at 1% over 

the variable rate described above or LIBOR increased by 2.25%. Prior to our 

repayment of the senior secured acquisition term loan, the revolving credit 

facility and the GulfTerra Holding term credit facility both bore interest at 

2.25% over the variable rate described above or LIBOR increased by 3.50%. 

 

                                        32 



 

 

SERIES B PREFERENCE UNITS 

 

     In connection with our public offering of 3,450,000 common units in April 

2003, our general partner contributed, and we retired, 808 Series B preference 

units with liquidation value of approximately $1 million, including accrued 

distributions of approximately $0.2 million, to maintain its one percent general 

partner interest in us. 

 

FORECASTED EXPENDITURES 

 

     We estimate our forecasted expenditures based upon our strategic operating 

and growth plans, which are also dependent upon our ability to produce or 

otherwise obtain the capital necessary to accomplish our operating and growth 

objectives. These estimates may change due to factors beyond our control, such 

as weather related issues, changes in supplier prices or poor economic 

conditions. Further, estimates may change as a result of decisions made at a 

later date, which may include scope changes or decisions to take on additional 

partners. Our projection of expenditures for the quarter ended March 31, 2003 as 

presented in our 2002 Annual Report on Form 10-K, was $120 million; however, our 

actual expenditures were approximately $80 million. We intend to spend the 

remaining amount in subsequent quarters and have included those amounts in the 

table below. 

 

     The table below depicts our estimate of expenditures on projects, 

acquisitions, operating lease payments and principal repayments of debt 

obligations through March 31, 2004 (in millions). These expenditures are net of 

anticipated project financings, contributions in aid of construction and 

contributions from joint venture partners, including the anticipated formation 

of a joint venture with a 50 percent partner for the development of our Cameron 

Highway oil pipeline project, and project financings to fund a portion of the 

construction costs. We expect to be able to fund these forecasted expenditures 

from the combination of operating cash flow and funds available under our 

revolving credit facility. Actual results may vary from these projections. We 

are contractually committed to the Cameron Highway project whether or not we 

obtain a partner or project financing. 

 

QUARTERS ENDING ----------

--------------------------

--------------- NET TOTAL

JUNE 30, SEPTEMBER 30,

DECEMBER 31, MARCH 31,

FORECASTED 2003 2003 2003

2004 EXPENDITURES --------

------------- ------------

--------- ------------ (IN

MILLIONS) NET FORECASTED

CAPITAL PROJECT

EXPENDITURES....... $ 71 $

80 $53 $12 $216 ---- ----

--- --- ---- OTHER

FORECASTED CAPITAL

EXPENDITURES Capital

expenditures for the Texas

NGL assets........... 17 7

2 -- 26 Maintenance

capital.......... 11 12 10

17 50 ---- ---- --- --- --

-- TOTAL OTHER FORECASTED

CAPITAL

EXPENDITURES....... 28 19

12 17 76 ---- ---- --- ---

---- Senior secured term

loan..... 2 -- 3 -- 5

Wilson natural gas storage

facility operating

lease... -- 2 -- 3 5 ----

---- --- --- ---- TOTAL

FORECASTED LEASE PAYMENTS

AND DEBT OBLIGATION

REPAYMENTS...... 2 2 3 3

10 ---- ---- --- --- ----

TOTAL FORECASTED

EXPENDITURES...............

$101 $101 $68 $32 $302

==== ==== === === ====
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DEBT REPAYMENT AND OTHER OBLIGATIONS 

 

     See Part I, Financial Information, Note 5, for a detailed discussion of our 

debt obligations. 

 

     The following table presents the timing and amounts of our debt repayment 

and other obligations for the years following March 31, 2003, that we believe 

could affect our liquidity (in millions): 

 

LESS THAN AFTER DEBT REPAYMENT AND

OTHER OBLIGATIONS 1 YEAR 1-3 YEARS

3-5 YEARS 5 YEARS TOTAL ------------

------------------------ --------- -

-------- --------- ------- ------

Revolving credit

facility.............. $ -- $471 $ -

- $ -- $ 471 GulfTerra Holding term

credit

facility.............................

-- 160 -- -- 160 Senior secured term

loan............... 5 10 145 -- 160

10 3/8% senior subordinated notes

issued May 1999, due June

2009....... -- -- -- 175 175 8 1/2%

senior subordinated notes issued

March 2003, due June

2010............ -- -- -- 300 300 8

1/2% senior subordinated notes

issued May 2001, due June

2011.............. -- -- -- 250 250

8 1/2% senior subordinated notes

issued May 2002, due June

2011.............. -- -- -- 230 230

10 5/8% senior subordinated notes

issued November 2002, due December

2012.................................

-- -- -- 200 200 Wilson natural gas

storage facility operating

lease...................... 5 10 11

-- 26 ---- ---- ---- ------ ------

Total debt repayment and other

obligations.................. $ 10

$651 $156 $1,155 $1,972 ==== ====

==== ====== ======

 

 

     We expect to renew our revolving credit facility and raise additional 

capital during the next year through the issuance of additional common units and 

obtaining a partner and financing for our Cameron Highway oil pipeline project. 

We expect to use the proceeds we receive from any additional capital we raise 

through the issuance of additional common units to reduce amounts outstanding 

under our credit facilities, to finance growth opportunities and for general 

partnership purposes. Our ability to raise additional capital may be negatively 

affected by many factors, including our relationship with El Paso Corporation. 

 

CASH FROM OPERATING ACTIVITIES 

 

     Net cash provided by operating activities was $71.4 million for the quarter 

ended March 31, 2003, compared to $43.2 million for the same period in 2002. The 

increase was attributable to operating cash flows generated by our acquisitions 

of the EPN Holding assets in April 2002 and the San Juan assets in November 

2002. 

 

CASH FROM INVESTING ACTIVITIES 

 

     Net cash used in investing activities was approximately $79.0 million for 

the quarter ended March 31, 2003. Our investing activities include capital 

expenditures related to the construction of the Marco Polo TLP, the Cameron 

Highway oil pipeline, and the Falcon Nest fixed-leg platform. The expenditures 

were partially offset by proceeds of $3.1 million from our sale of a treating 

facility in February 2003. 

 

CASH FROM FINANCING ACTIVITIES 

 

     Net cash used in financing activities was approximately $16.3 million for 

the quarter ended March 31, 2003. During 2003, our cash provided by financing 

activities included the issuances of long-term debt. Cash used in our financing 

activities included repayments on our senior secured acquisition term loan, our 

revolving credit facility and other financing obligations, as well as 

distributions to our partners. 
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ACQUISITIONS 

 

     During the first quarter of 2003, we recorded additional purchase price 

adjustments of approximately $4.7 million on our April 2002 EPN Holding asset 

acquisition related to natural gas imbalances. The following table summarizes 

our revised allocation of the fair values of the assets acquired and liabilities 

assumed at April 8, 2002. Our allocation among the assets acquired is based on 

the results of an independent third-party appraisal. 

 

AT APRIL 8, 2002 -------------- (IN THOUSANDS)

Current

assets..............................................

$ 2,217 Property, plant and

equipment............................... 780,648

Intangible

assets...........................................

3,500 -------- Total assets

acquired.....................................

786,365 -------- Current

liabilities.........................................

27,842 Environmental

liabilities...................................

21,136 -------- Total liabilities

assumed................................. 48,978 ---

----- Net assets

acquired....................................

$737,387 ========

 

 

CONSTRUCTION PROJECTS 

 

     We are currently constructing the following projects: 

 

CAPITAL EXPENDITURES

CAPACITY ---------------

--------------- --------

------------ AS OF

NATURAL FORECASTED(1)

MARCH 31, 2003 OIL GAS

EXPECTED COMPLETION ----

--------- --------------

--------- -------- -----

-------------- (IN

MILLIONS) (MBBLS/D)

(MMCF/D) Medusa Natural

Gas

Pipeline.................

$ 28 $ 20 -- 160 Third

Quarter 2003 Marco Polo

Tension Leg

Platform(2)...........

224 131 120 300 Fourth

Quarter 2003 Natural Gas

and Oil

Pipelines.............

101 29 120 400 First

Quarter 2004 Cameron

Highway Oil

Pipeline(3)..............

458 33 500 -- Third

Quarter 2004 Phoenix

Gathering System... 63 1

-- 450 Second Quarter

2004

 

 

- --------------- 

 

(1) Forecasted capital expenditures include 100% of the expected costs and are 

    not reduced for contributions in aid of construction, anticipated project 

    financings and contributions from joint venture partners. We expect to 

    receive from subsidiaries of El Paso Corporation the following: $2 million 

    from Tennessee Gas Pipeline for Medusa, $17.5 million total from El Paso 

    Field Services and ANR Pipeline Company for the Marco Polo pipelines ($6 

    million which has been received from ANR) and $6.1 million from ANR for 

    Phoenix. 

 

(2) This tension leg platform is being constructed by Deepwater Gateway, L.L.C., 

    our 50/50 joint venture with CalDive International. Our share of the 

    forecasted expenditures is approximately $112 million. Forecasted 

    expenditures increased due to increases in gas processing capacity (from 250 

    to 300 MMcf/d) and oil processing capacity (from 100 to 120 MBbls/d) and a 

    higher builder's risk insurance cost. 



 

(3) We have entered into a non-binding letter of intent with Valero Energy 

    Corporation under which Valero would acquire a 50 percent interest in the 

    entity we form to construct, install and own this pipeline. The formation of 

    the joint venture is subject to specific conditions set forth in the letter 

    of intent including negotiating and executing definitive documentation and 

    obtaining mutually acceptable financing. 

 

NEWLY ANNOUNCED PROJECTS 

 

     San Juan Optimization Project.  In May 2003, we announced the approval of a 

$43 million project relating to our San Juan basin assets. The project is 

expected to be completed in stages through 2006. The 
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project is expected to result in a 130 MMcf/d increase in capacity, added 

compression to the Chaco processing facility and increased market opportunities 

through a new interconnect at the tailgate of the Chaco processing facility. 

 

OTHER MATTERS 

 

     As a result of current circumstances generally surrounding the energy 

sector, the creditworthiness of several industry participants has been called 

into question, including El Paso Corporation, the indirect parent of our general 

partner. As a result of these general circumstances, we have established an 

internal group to monitor our exposure to, and determine, as appropriate, 

whether we should request prepayments, letters of credit or other collateral 

from our counterparties. If these general conditions worsen and, as a result, 

several industry participants file for Chapter 11 bankruptcy protection, it 

could have a material adverse effect on our financial position, results of 

operations or cash flows. 

 

                             RESULTS OF OPERATIONS 

 

     Our business activities are segregated into four distinct operating 

segments: 

 

     - Natural gas pipelines and plants; 

 

     - Oil and NGL logistics; 

 

     - Natural gas storage; and 

 

     - Platform services. 

 

     As a result of our sale of the Prince TLP and our nine percent overriding 

interest in the Prince Field in April 2002, the results of operations from these 

assets are reflected as discontinued operations in our statements of income for 

all periods presented and are not reflected in our segment results below. 

 

     To the extent possible, results of operations have been reclassified to 

conform to the current business segment presentation, although these results may 

not be indicative of the results which would have been achieved had the revised 

business segment structure been in effect during those periods. Operating 

revenues and expenses by segment include intersegment revenues and expenses 

which are eliminated in consolidation. For a further discussion of the 

individual segments, see Part I, Financial Information, Note 8. 

 

     We use earnings before interest, income taxes, depreciation and 

amortization (EBITDA) to assess our consolidated and segment results. EBITDA is 

our liquidity measure as our lenders are interested in whether we generate 

sufficient cash to meet our debt obligations as they become due. Accordingly our 

revolving credit agreement and indentures utilize EBITDA to represent a measure 

of the cash flows from current operations. Our equity investors generally focus 

on our capacity to pay distributions or to grow the business, or both. As a 

result, our ability to generate cash from operations of the business to cover 

distributions, debt service, as well 

 

                                        36 



 

 

as to pursue growth opportunities, is an important measure of our liquidity. A 

reconciliation of this measure to cash flows from operations for our 

consolidated results is as follows for the quarters ended: 

 

MARCH 31, MARCH 31, 2003 2002 --------- --------- (IN

THOUSANDS) Cash Flow from

Operations................................... $ 71,444 $

43,207 Add: Interest

expense....................................... 34,486

11,758 Loss due to write-off on debt issuance

costs........... 3,762 -- Gain on sale of

assets................................. 106 315 Net cash

payment received from El Paso Corporation..... 2,040 1,882

Discontinued operations of Prince facilities........... --

6,449 Less: Net cash provided by discontinued

operations.......... -- 5,429 Noncash items on cash flow

statement................... 6,245 1,265 Net working

capital changes, net....................... (311) 8,399 ---

----- --------

EBITDA......................................................

$105,904 $ 48,518 ======== ========

 

 

                                SEGMENT RESULTS 

 

     The following table presents EBITDA by segment and in total. 

 

QUARTER ENDED MARCH 31, ------------------ 2003 2002

-------- ------- (IN THOUSANDS) Natural gas

pipelines and plants............................ $

77,802 $20,178 Oil and NGL

logistics.......................................

11,600 10,715 Natural gas

storage.........................................

7,001 2,709 Platform

services...........................................

4,235 12,822 -------- ------- Segment

EBITDA............................................

100,638 46,424 Other,

net..................................................

5,266 2,094 -------- ------- Consolidated

EBITDA.......................................

$105,904 $48,518 ======== =======
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NATURAL GAS PIPELINES AND PLANTS 

 

QUARTER ENDED MARCH 31, ------------------------- 2003 2002

----------- ----------- (IN THOUSANDS, EXCEPT FOR VOLUMES)

Natural gas pipelines and plants

revenue.................... $197,227 $ 40,419 Cost of

natural gas.........................................

(89,796) (12,158) -------- -------- Natural gas pipelines

and plants margin..................... 107,431 28,261

Operating expenses excluding depreciation, depletion, and

amortization..............................................

(30,552) (8,401) Other

income................................................ 802

318 Cash distributions from unconsolidated affiliates in

excess of earnings of $629

thousand.............................. 121 -- -------- ----

----

EBITDA......................................................

$ 77,802 $ 20,178 ======== ======== Volumes (MDth/d) Texas

Intrastate.......................................... 3,352

-- San Juan

gathering........................................ 1,130 --

Permian gathering system..................................

320 --

HIOS......................................................

751 831 Viosca Knoll

gathering.................................... 688 533 Other

natural gas pipelines............................... 548

447 Processing

plants......................................... 810 619 ---

----- -------- Total

volumes.......................................... 7,599

2,430 ======== ========

 

 

     We purchase natural gas from producers at the wellhead for an index price 

less an amount that compensates us for gathering services. We then sell the 

natural gas into the open market at points on our system at the same index 

price. Accordingly, our operating revenues and costs of natural gas are impacted 

by changes in energy commodity prices, while our margin is unaffected. For these 

reasons, we believe that gross margin (revenue less cost of natural gas) 

provides a more accurate and meaningful basis than operating revenue or cost of 

natural gas for analyzing operating results for this segment. 

 

  First Quarter 2003 Compared to First Quarter 2002 

 

     Natural gas pipelines and plants margin for the quarter ended March 31, 

2003, was $79.2 million higher than in the same period in 2002. Approximately 

$43.0 million of the increase was due to our November 2002 purchase of the San 

Juan Basin assets and approximately $36.7 million of the increase was due to our 

April 2002 purchase of the EPN Holding assets. Additionally, margin increased by 

approximately $1.0 million due to increased production in the Camden Hills and 

Aconcagua Fields, which deliver natural gas to our Viosca Knoll system, offset 

by $2.2 million of decreased production on HIOS due to natural decline in the 

offshore region. 

 

     Operating expenses excluding depreciation, depletion, and amortization for 

the quarter ended March 31, 2003, were $22.2 million higher than the same period 

in 2002 primarily due to our November 2002 acquisition of the San Juan Basin 

assets and our April 2002 purchase of the EPN Holding assets. Excluding the 

operating costs of the newly acquired assets, operating expenses decreased by 

$0.8 million. 
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OIL AND NGL LOGISTICS 

 

QUARTER ENDED MARCH 31, ------------------------- 2003 2002

----------- ----------- (IN THOUSANDS, EXCEPT FOR VOLUMES)

Oil and NGL logistics

revenues.............................. $ 60,799 $ 8,826

Cost of

oil.................................................

(48,831) -- -------- -------- Oil and NGL logistics

margin................................ 11,968 8,826

Operating expenses excluding depreciation, depletion, and

amortization..............................................

(4,330) (2,611) Other

income................................................

2,689 3,361 Cash distributions from unconsolidated

affiliates in excess of earnings of $2,687 thousand and

$3,361 thousand........ 1,273 1,139 -------- --------

EBITDA......................................................

$ 11,600 $ 10,715 ======== ======== Volume (Bbl/d) EPN

Texas.................................................

67,036 70,837 Allegheny Oil

Pipeline.................................... 17,491 18,226

Typhoon Oil Pipeline......................................

18,517 -- Unconsolidated affiliate Poseidon Oil

Pipeline(1)............................... 153,798 142,677

-------- -------- Total

volumes.......................................... 256,842

231,740 ======== ========

 

 

- ---------- 

 

(1) Represents 100% of the volumes flowing through the pipeline. 

 

     Our transportation agreement with some of our customers provides that we 

purchase the oil produced at the inlet of our pipeline for an index price less 

an amount that compensates us for transportation services. At the outlet of our 

pipeline, we resell this oil back to these producers at the same index price. We 

reflect these sales in gathering and processing revenues and the related 

purchases as cost of oil. For these reasons, we believe that gross margin 

(revenue less cost of oil) provides a more accurate and meaningful basis than 

operating revenue or cost of oil for analyzing operating results for this 

segment. 

 

  First Quarter 2003 Compared to First Quarter 2002 

 

     For the quarter ended March 31, 2003, margin was $3.1 million higher than 

the same period in 2002 primarily due to our November 2002 acquisition of the 

Texas NGL facilities and an oil gathering system located in the deep water 

regions of the Gulf of Mexico, referred to as Typhoon Oil Pipeline, which assets 

contributed $2.8 million to the increase. 

 

     Operating expenses excluding depreciation, depletion, and amortization for 

the quarter ended March 31, 2003, were $1.7 million higher than the same period 

in 2002 primarily due to our November 2002 acquisition of the Typhoon Oil 

Pipeline and the Texas NGL facilities offset by the modification of the 

operating agreement between our subsidiary and El Paso Field Services, which 

reduced the amount of El Paso Field Services' monthly operating charges to us, 

in connection with the April 2002 EPN Holding acquisition. 
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NATURAL GAS STORAGE 

 

QUARTER ENDED MARCH 31, --------------------- 2003 2002 ---

------ --------- (IN THOUSANDS, EXCEPT FOR VOLUMES) Natural

gas storage revenue.................................

$11,698 $ 4,388 Cost of natural

gas......................................... (1,561) -- ---

---- ------- Natural gas storage

margin.................................. 10,137 4,388

Operating expenses excluding depreciation, depletion, and

amortization..............................................

(3,136) (1,679) ------- -------

EBITDA......................................................

$ 7,001 $ 2,709 ======= ======= Firm storage Average

working gas capacity available (Bcf).............. 13.5 7.2

Average firm subscription (Bcf)...........................

12.7 7.2 Commodity volumes(1)

(Mdth/d)............................. 163.0 118.0

Interruptible storage Contracted volumes

(Bcf).................................. 0.02 0.02 Commodity

volumes(1) (Mdth/d)............................. 17.0 --

 

 

- ---------- 

 

(1) Combined injections and withdrawals volumes. 

 

     We collect fixed and variable dollars for providing storage services, some 

of which is generated from customers with cashout provisions, at a tariff-based 

index calculation. We incur expenses as we maintain these volumetric imbalance 

receivables and payables which are valued at current gas prices. For these 

reasons, we believe that gross margin (storage revenues less storage expenses) 

provides a more accurate and meaningful basis for analyzing operating results 

for the Natural gas storage segment. 

 

  First Quarter 2003 Compared to First Quarter 2002 

 

     For the quarter ended March 31, 2003, margin was $5.7 million higher than 

the same period in 2002 primarily due to the expansion of the Petal storage 

facility and our April 2002 acquisition of the Wilson storage facility lease. 

Excluding the increase in margin from the Petal expansion and our acquisition of 

the Wilson storage facility lease, margin was down $1.1 million primarily as a 

result of a decrease in firm contracts at our Hattiesburg facility. 

 

     Operating expenses excluding depreciation, depletion, and amortization for 

the quarter were $1.4 million higher than the same period in 2002 primarily due 

to the acquisition of the Wilson storage facility lease in April 2002. 
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PLATFORM SERVICES 

 

QUARTER ENDED MARCH 31, ---------------------- 2003 2002 --

------- ---------- (IN THOUSANDS, EXCEPT FOR VOLUMES)

Platform services

revenue................................... $5,028 $ 7,571

Operating expenses excluding depreciation, depletion, and

amortization..............................................

(793) (386) Discontinued operations of Prince

facilities................ -- 5,637 ------ -------

EBITDA......................................................

$4,235 $12,822 ====== ======= Natural gas platform volumes

(Mdth/d) East Cameron 373

platform................................. 120 150 Garden

Banks 72 platform.................................. 27 6

Viosca Knoll 817 platform.................................

6 9 Falcon Nest

platform...................................... 30 -- ------

------- Total natural gas platform

volumes..................... 183 165 ====== ======= Oil

platform volumes (Bbl/d) East Cameron 373

platform................................. 821 1,728 Garden

Banks 72 platform.................................. 1,031

1,062 Viosca Knoll 817

platform................................. 1,990 2,075

Falcon Nest platform......................................

121 -- ------ ------- Total oil platform

volumes............................. 3,963 4,865 ======

=======

 

 

  First Quarter 2003 Compared to First Quarter 2002 

 

     For the quarter ended March 31, 2003, revenues were $2.5 million lower than 

in the same period in 2002 primarily due to the expiration in June 2002, in 

accordance with the original contract terms, of the fixed fee portion of the 

Viosca Knoll 817 platform access fee contract with one of our wholly owned 

subsidiaries and the Garden Banks 72 contract expiration in December 2002. 

Additionally, revenue decreased due to one time billing adjustments in 2002 for 

fixed monthly platform access fees and a gas dehydration fee on the East Cameron 

373 platform. The decrease was partially offset by the completion of the Falcon 

Nest fixed leg platform that went into operation in March 2003. Operating 

expenses for the same periods were $0.4 million higher due to higher maintenance 

expenses. 

 

OTHER, NET 

 

  First Quarter 2003 Compared to First Quarter 2002 

 

     EBITDA related to non-segment activity for the quarter ended March 31, 

2003, was $3.2 million higher than the same period in 2002 due to lower platform 

access fee expense as a result of the expiration in June 2002 of the fixed fee 

portion of the Viosca Knoll 817 platform access fee contract and the Garden 

Banks 72 contract expiration in December 2002. These are intercompany contracts 

as discussed in our Platform services segment. Additionally, revenues increased 

due to higher natural gas and oil prices. 

 

     Net income (excluding interest and debt expense and cumulative affect of 

accounting change, which are not allocated to our segments) for the quarter 

ended March 31, 2003 was $5 million higher than the same period in 2002 due to 

lower platform access fee expense and increased revenues as described above. 
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DEPRECIATION, DEPLETION, AND AMORTIZATION 

 

     Depreciation, depletion, and amortization for the quarter ended March 31, 

2003, was $11.2 million higher than the same period in 2002. This increase is 

primarily due to our November 2002 purchase of the San Juan Basin assets and our 

April 2002 purchase of the EPN Holding assets. Further contributing to the 

increase was the completion of the Petal expansion in June 2002, offset by lower 

depletion on the oil and natural gas producing activities. 

 

INTEREST AND DEBT EXPENSE 

 

     Interest and debt expense, net of capitalized interest, for the quarter 

ended March 31, 2003, was approximately $22.7 million higher than the same 

period in 2002. This increase is primarily due to an increase in the average 

outstanding balance and the weighted average interest of our revolving credit 

facility, the amounts outstanding under the GulfTerra Holding term credit 

facility which we entered to purchase the EPN Holding assets in April 2002, the 

$230 million of 8.5% senior subordinated notes issued in May 2002, the $200 

million 10 5/8% senior subordinated notes issued in November 2002 and the $237.5 

million senior secured acquisition term loan, which was repaid in March 2003 

with the issuance of our $300 million 8 1/2% senior subordinated notes. 

Capitalized interest for the quarter ended March 31, 2003 was $1.9 million 

compared to $1.6 million for the same period in 2002. 

 

LOSS DUE TO WRITE-OFF OF DEBT ISSUANCE COST 

 

     In March 2003, we repaid our $237.5 million senior secured term loan which 

was due in May 2004 and recognized a loss of $3.8 million related to the 

write-off of the unamortized debt issuance costs related to this loan. 

 

                         COMMITMENTS AND CONTINGENCIES 

 

     See Item 1, Financial Information, Note 6, which is incorporated herein by 

reference. 

 

                 NEW ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED 

 

     See Item 1, Financial Information, Note 12, which is incorporated by 

reference. 

 

                         CAUTIONARY STATEMENT REGARDING 

                           FORWARD-LOOKING STATEMENTS 

 

     We have made statements in this document that constitute forward-looking 

statements. These statements are subject to risks and uncertainties. 

Forward-looking statements include information concerning possible or assumed 

future results of operations. These statements may relate to information or 

assumptions about: 

 

     - earnings per unit; 

 

     - capital and other expenditures; 

 

     - cash distributions; 

 

     - financing plans; 

 

     - capital structure; 

 

     - liquidity and cash flow; 

 

     - pending legal proceedings and claims, including environmental matters; 

 

     - future economic performance; 

 

     - operating income; 

 

     - cost savings; 

 

     - management's plans; and 

 

     - goals and objectives for future operations. 
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     Important factors that could cause actual results to differ materially from 

estimates or projections contained in forward-looking statements are described 

in our Annual Report on Form 10-K for the year ended December 31, 2002, and our 

other filings with the Securities and Exchange Commission. Where any 

forward-looking statement includes a statement of the assumptions or bases 

underlying the forward-looking statement, we caution that, while we believe 

these assumptions or bases to be reasonable and made in good faith, assumed 

facts or bases almost always vary from the actual results, and the differences 

between assumed facts or bases and actual results can be material, depending 

upon the circumstances. Where, in any forward-looking statement, we express an 

expectation or belief as to future results, such expectation or belief is 

expressed in good faith and is believed to have a reasonable basis. We cannot 

assure you, however, that the statement of expectation or belief will result or 

be achieved or accomplished. These statements relate to analyses and other 

information which are based on forecasts of future results and estimates of 

amounts not yet determinable. These statements also relate to our future 

prospects, developments and business strategies. These forward-looking 

statements are identified by their use of terms and phrases such as 

"anticipate," "believe," "could," "estimate," "expect," "intend," "may," "plan," 

"predict," "project," "will," and similar terms and phrases, including 

references to assumptions. These forward-looking statements involve risks and 

uncertainties that may cause our actual future activities and results of 

operations to be materially different from those suggested or described. 

 

     These risks may also be specifically described in our Current Reports on 

Form 8-K and other documents filed with the Securities and Exchange Commission. 

We undertake no obligation to publicly update or revise any forward-looking 

statements, whether as a result of new information or otherwise. If one or more 

of these risks or uncertainties materialize, or if underlying assumptions prove 

incorrect, our actual results may vary materially from those expected, estimated 

or projected. 

 

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

 

     This information updates, and you should read it in conjunction with, our 

quantitative and qualitative disclosures about market risks reported in our 

Annual Report on Form 10-K for the year ended December 31, 2002, in addition to 

information presented in Items 1 and 2 of this Quarterly Report on Form 10-Q and 

our Current Reports on Form 8-K. 

 

     In August 2002, we entered into a derivative financial instrument to hedge 

our exposure during 2003 to changes in natural gas prices relating to gathering 

activities in the San Juan Basin in anticipation of our acquisition of the San 

Juan assets. The derivative is a financial swap on 30,000 MMBtu per day whereby 

we receive a fixed price of $3.525 per MMBtu and pay a floating price based on 

the San Juan index. Beginning with the acquisition date in November 2002, we are 

accounting for this derivative as a cash flow hedge under SFAS No. 133. In 

February 2003, we entered into an additional derivative financial instrument to 

continue to hedge our exposure during 2004 to changes in natural gas prices 

relating to gathering activities in the San Juan Basin. The derivative is a 

financial swap on 15,000 MMBtu per day whereby we receive a fixed price of $3.95 

per MMBtu and pay a floating price based on the San Juan index. We are 

accounting for this derivative as a cash flow hedge under SFAS No. 133. As of 

March 31, 2003, the fair value of these cash flow hedges was a liability of 

$10.8 million. For the quarter ended March 31, 2003, we reclassified a loss of 

$4.1 million from accumulated other comprehensive income to earnings. No 

ineffectiveness exists in our hedging relationship because all purchase and sale 

prices are based on the same index and volumes as the hedge transaction. We 

estimate the entire amount will be classified from accumulated other 

comprehensive income to earnings over the next 21 months and approximately $8.9 

million will be reclassed to earnings over the next twelve months. 

 

     At March 31, 2003, in connection with our EPIA operations, we have fixed 

price contracts with specific customers for the sale of predetermined volumes of 

natural gas for delivery over established periods of time. We entered into cash 

flow hedges in 2002 and 2003 to offset the risk of increasing natural gas 

prices. As of March 31, 2003, the fair value of these cash flow hedges was an 

asset of approximately $192 thousand. For the quarter ended March 31, 2003, the 

majority of these cash flow hedges expired and we reclassified a gain of $210 

thousand from accumulated other comprehensive income to earnings. No 

ineffectiveness exists in our 
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hedging relationship because all purchase and sale prices are based on the same 

index and volumes as the hedge transaction. We estimate the entire amount will 

be reclassified from accumulated other comprehensive income to earnings over the 

next quarter. 

 

     In January 2002, Poseidon entered into a two-year interest rate swap 

agreement to fix the variable LIBOR based interest rate on $75 million of the 

$127 million outstanding under its credit facility at 3.49% through January 

2004. Under its credit facility, Poseidon pays an additional 1.50% over LIBOR 

resulting in an effective interest rate at 4.99% on the hedged notional amount. 

As of March 31, 2003, the fair value of its interest rate swap was a liability 

of $1.0 million resulting in accumulated other comprehensive loss of $1.0 

million. We included our 36 percent share of this liability of $0.4 million as a 

reduction of our investment in Poseidon and as loss in accumulated other 

comprehensive income which we estimate will be reclassified to earnings 

proportionately over the next nine months. Additionally, we have recognized in 

income our 36 percent share of Poseidon's realized loss of $0.4 million for the 

quarter ended March 31, 2003, or $0.1 million, through our earnings from 

unconsolidated affiliates. 

 

ITEM 4. CONTROLS AND PROCEDURES 

 

     Evaluation of Controls and Procedures.  Under the supervision and with the 

participation of management, including our principal executive officer and 

principal financial officer, we have evaluated the effectiveness of the design 

and operation of our disclosure controls and procedures (Disclosure Controls) 

and internal controls (Internal Controls) within 90 days of the filing date of 

this annual report pursuant to Rules 13a-15 and 15d-15 under the Securities 

Exchange Act of 1934 (Exchange Act). 

 

     Definition of Disclosure Controls and Internal Controls.  Disclosure 

Controls are our controls and other procedures that are designed to ensure that 

information required to be disclosed by us in the reports that we file or submit 

under the Exchange Act is recorded, processed, summarized and reported, within 

the time periods specified under the Exchange Act. Disclosure Controls include, 

without limitation, controls and procedures designed to ensure that information 

required to be disclosed by us in the reports that we file under the Exchange 

Act is accumulated and communicated to our management, including our principal 

executive officer and principal financial officer, as appropriate to allow 

timely decisions regarding required disclosure. Internal Controls are procedures 

which are designed with the objective of providing reasonable assurance that (1) 

our transactions are properly authorized; (2) our assets are safeguarded against 

unauthorized or improper use; and (3) our transactions are properly recorded and 

reported, all to permit the preparation of our financial statements in 

conformity with generally accepted accounting principles. 

 

     Limitations on the Effectiveness of Controls.  Our management, including 

the principal executive officer and principal financial officer, does not expect 

that our Disclosure Controls and Internal Controls will prevent all errors and 

all fraud. A control system, no matter how well conceived and operated, can 

provide only reasonable, not absolute, assurance that the objectives of the 

control system are met. Further, the design of a control system must reflect the 

fact that there are resource constraints, and the benefits of controls must be 

considered relative to their costs. Because of the inherent limitations in all 

control systems, no evaluation of controls can provide absolute assurance that 

all control issues and instances of fraud, if any, within the company have been 

detected. These inherent limitations include the realities that judgments in 

decision-making can be faulty, and that breakdowns can occur because of simple 

errors or mistakes. Additionally, controls can be circumvented by the individual 

acts of some persons, by collusion of two or more people, or by management 

override of the controls. The design of any system of controls also is based in 

part upon certain assumptions about the likelihood of future events, and there 

can be no assurance that any design will succeed in achieving its stated goals 

under all potential future conditions; over time, control may become inadequate 

because of changes in conditions, or the degree of compliance with the policies 

or procedures may deteriorate. Because of the inherent limitations in a 

cost-effective control system, misstatements due to error or fraud may occur and 

not be detected. 

 

     No Significant Changes in Internal Controls.  We have sought to determine 

whether there were any "significant deficiencies" or "material weaknesses" in 

GulfTerra Energy Partners' Internal Controls, or whether GulfTerra Energy 

Partners had identified any acts of fraud involving personnel who have a 

significant 
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role in GulfTerra Energy Partners' Internal Controls. This information was 

important both for the controls evaluation generally and because the principal 

executive officer and principal financial officer are required to disclose that 

information to our Board's Audit Committee and our independent auditors and to 

report on related matters in this section of the Annual Report. The principal 

executive officer and principal financial officer note that, from the date of 

the controls evaluation to the date of this Annual Report, there have been no 

significant changes in Internal Controls or in other factors that could 

significantly affect Internal Controls, including any corrective actions with 

regard to significant deficiencies and material weaknesses. 

 

     Effectiveness of Disclosure Controls.  Based on the controls evaluation, 

our principal executive officer and principal financial officer have concluded 

that, subject to the limitations discussed above, the Disclosure Controls are 

effective to ensure that material information relating to GulfTerra Energy 

Partners and its consolidated subsidiaries is made known to management, 

including the principal executive officer and principal financial officer, 

particularly during the period when our periodic reports are being prepared. 

 

     Officer Certifications.  The certifications from the principal executive 

officer and principal financial officer required under Sections 302 and 906 of 

the Sarbanes-Oxley Act of 2002 have been included herein, or as Exhibits to this 

Annual Report, as appropriate. 
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                          PART II -- OTHER INFORMATION 

 

ITEM 1. LEGAL PROCEEDINGS 

 

     See Part I, Financial Information, Note 6, which is incorporated herein by 

reference. 

 

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS 

 

     We have amended our partnership agreement, affecting our common units. See 

Part I, Management's Discussion and Analysis, which is incorporated herein by 

reference. 

 

ITEM 3. DEFAULTS UPON SENIOR SECURITIES 

 

     None. 

 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

 

     None. 

 

ITEM 5. OTHER INFORMATION 

 

     None. 

 

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 

 

     (a) Exhibits 

 

     Each exhibit identified below is filed as part of this document. Exhibits 

not incorporated by reference to a prior filing are designated by a "*"; all 

exhibits not so designated are incorporated herein by reference to a prior 

filing as indicated. Exhibits designated with a "+" represent a management 

contract or compensatory plan or arrangement. 

 

EXHIBIT

NUMBER

DESCRIPTION

------- ---

--------

3.A --

Amended and

Restated

Certificate

of Limited

Partnership

dated

February

14, 2002

(Exhibit

3.A to our

2001 Form

10-K).

*3.A.1 --

Amendment

dated April

30, 2003 to

Certificate

of Limited

Partnership.

3.B --

Second

Amended and

Restated

Agreement

of Limited

Partnership

effective

as of

August 31,

2000

(Exhibit

3.B to our

Report on

Form 8-K

dated March

6, 2001);

First

Amendment

dated

November

27, 2002

(Exhibit



3.B.1 to

our Current

Report on

Form 8-K

dated

December

11, 2002);

Second

Amendment

dated May ,

2003

(Exhibit to

our Current

Report on

Form 8-K

dated May

13, 2003).

3.B.2 --

Second

Amendment

dated May

5, 2003 to

the Second

Amended and

Restated

Agreement

of Limited

Partnership

(Exhibit

3.B.2 to

our Current

Report on

Form 8-K

dated May

14, 2003).

4.C --

Registration

Rights

Agreement

dated as of

August 28,

2000 by and

between

Crystal Gas

Storage,

Inc. and

GulfTerra

Energy

Partners,

L.P.

(Exhibit

4.3 to our

2000 Form

10-K).
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EXHIBIT

NUMBER

DESCRIPTION

------- ---

--------

4.D --

Indenture

dated as of

May 27,

1999 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

and Chase

Bank of

Texas, as

Trustee

(Exhibit

4.1 to our

Registration

Statement

on Form S-

4, filed on

June 24,

1999, File

Nos. 333-

81143

through

333-81143-

17); First

Supplemental

Indenture

dated as of

June 30,

1999

(Exhibit

4.2 to our

Amendment

No. 1 to

Registration

Statement

on Form S-

4, filed

August 27,

1999 File

Nos. 333-

81143

through

333-81143-

17); Second

Supplemental

Indenture

dated as of

July 27,

1999

(Exhibit

4.3 to our

Amendment

No. 1 to

Registration

Statement

on Form S-

4, filed

August 27,

1999, File

Nos. 333-

81143

through

333-81143-

17); Third

Supplemental

Indenture

dated as of

March 21,

2000, to



the

Indenture

dated as of

May 27,

1999,

(Exhibit

4.7.1 to

our 2000

Second

Quarter

Form 10-Q);

Fourth

Supplemental

Indenture

dated as of

July 11,

2000

(Exhibit

4.2.1 to

our 2001

Third

Quarter

Form 10-Q);

Fifth

Supplemental

Indenture

dated as of

August 30,

2000

(Exhibit

4.2.2 to

our 2001

Third

Quarter

Form 10-Q);

Sixth

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.D.1 to

our 2002

First

Quarter

Form 10-Q);

Seventh

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.D.2 to

our 2002

First

Quarter

Form 10-Q);

Eighth

Supplemental

Indenture

dated as of

October 10,

2002

(Exhibit

4.D.3 to

our 2002

Third

Quarter

Form 10-Q);

Ninth

Supplemental

Indenture

dated as of

November

27, 2002

(Exhibit

4.D.1 to

our Current

Report on

Form 8-K

dated March

19, 2003);

Tenth

Supplemental



Indenture

dated as of

January 1,

2003

(Exhibit

4.D.2 to

our Current

Report on

Form 8-K

dated March

19, 2003).

4.E --

Indenture

dated as of

May 11,

2000 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

The

Subsidiary

Guarantors

named

therein and

the Chase

Manhattan

Bank, as

Trustee

(Exhibit

4.1 to our

Registration

Statement

on Form S-4

filed June

25, 2001,

Registration

Nos. 333-

63800

through

333-63800-

20); First

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.E.1 to

our 2002

First

Quarter

Form 10-Q),

Second

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.E.2 to

our 2002

First

Quarter

Form 10-Q);

Third

Supplemental

Indenture

dated as of

October 10,

2002

(Exhibit

4.E.3 to

our 2002

Third

Quarter

Form 10-Q);

Fourth

Supplemental

Indenture

dated as of

November



27, 2002 to

the

Indenture

dated as of

May 17,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

The

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.1 to

our Current

Report on

Form 8-K

dated March

19, 2003);

Fifth

Supplemental

Indenture

dated as of

January 1,

2003 to the

Indenture

dated as of

May 17,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

The

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.2 to

our Current

Report on

Form 8-K

dated March

19, 2003).

4.E.1 --

Fourth

Supplemental

Indenture

dated as of

November

27, 2002 to

the

Indenture

dated as of

May 27,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,



as Trustee

(Exhibit

4.E.1 to

our Current

Report on

Form 8-K

dated March

19, 2003).

4.E.2 --

Fifth

Supplemental

Indenture

dated as of

January 1,

2003 to the

Indenture

dated as of

May 27,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.2 to

our Current

Report on

Form 8-K

dated March

19, 2003).

4.F --

Letter

agreement

dated March

5, 2002,

between

Crystal Gas

Storage,

Inc. and

GulfTerra

Energy

Partners,

L.P.

(Exhibit

4.F of our

2001 Form

10-K).
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EXHIBIT

NUMBER

DESCRIPTION -

------ ------

----- 4.F.1 -

- A/B

Exchange

Registration

Rights

Agreement

dated as of

May 17, 2002,

by and among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

subsidiary

guarantors

party

thereto,

Credit Suisse

First Boston

Corporation,

Goldman,

Sachs & Co.,

J.P. Morgan

Securities

Inc., Banc

One Capital

Markets,

Inc., Fleet

Securities,

Inc., Fortis

Investment

Services

L.L.C., The

Royal Bank of

Scotland plc,

BNP

Securities

Corp. and

First Union

Securities,

Inc. (Exhibit

4.3 to our

Registration

Statement on

Form S-4

filed August

12, 2002).

4.G --

Registration

Rights

Agreement by

and between

El Paso

Corporation

and GulfTerra

Energy

Partners,

L.P. dated as

of November

27, 2002

(Exhibit 4.G

to our

Current

Report on

Form 8-K

dated

December 11,

2002). 4.H --

A/B Exchange

Registration

Rights

Agreement by

and among

GulfTerra



Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

party

thereto, J.P.

Morgan

Securities

Inc.,

Goldman,

Sachs & Co.,

UBS Warburg

LLC and

Wachovia

Securities,

Inc. dated as

of November

27, 2002

(Exhibit 4.H

to our

Current

Report on

Form 8-K

dated

December 11,

2002). 4.I --

Indenture

dated as of

November 27,

2002 by and

among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

named therein

and JPMorgan

Chase Bank,

as Trustee

(Exhibit 4.I

to our

Current

Report on

Form 8-K

dated

December 11,

2002); First

Supplemental

Indenture

dated as of

January 1,

2003 (Exhibit

4.I.1 to our

Current

Report on

Form 8-K

dated March

19, 2003).

*4.J -- A/B

Exchange

Registration

Rights

Agreement by

and among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the



Subsidiary

Guarantors

party

thereto, J.P.

Morgan

Securities,

Inc., Goldman

Sachs & Co.,

UBS Warburg

LLC and

Wachovia

Securities,

Inc. dated as

of March 24,

2003. *4.K --

Indenture

dated as of

March 24,

2003 by and

among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

named therein

and JPMorgan

Chase Bank,

as Trustee

dated as of

March 24,

2003. 10.A --

General and

Administrative

Services

Agreement

dated May 5,

2003 by and

among

DeepTech

International

Inc.,

GulfTerra

Energy

Company,

L.L.C. and El

Paso Field

Services,

L.P. (Exhibit

10.A to our

Current

Report on

Form 8-K

dated May 14,

2003. *99.A -

-

Certification

of Robert G.

Phillips,

Chief

Executive

Officer,

pursuant to

18 U.S.C.

Section 1350,

as adopted

pursuant to

Section 906

of the

Sarbanes-

Oxley Act of

2002. *99.B -

-

Certification

of Keith B.

Forman, Chief

Financial

Officer,

pursuant to

18 U.S.C.



Section 1350,

as adopted

pursuant to

Section 906

of the

Sarbanes-

Oxley Act of

2002.

 

 

UNDERTAKING 

 

     We hereby undertake, pursuant to Regulation S-K Items 601(b), paragraph 

(4)(iii), to furnish to the U.S. Securities and Exchange Commission, upon 

request, all constituent instruments defining the rights of holders of our 

long-term debt not filed herewith for the reason that the total amount of 

securities authorized under any such instruments does not exceed 10 percent of 

our total consolidated assets. 

 

     (b) Reports on Form 8-K 
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     We filed a current report on Form 8-K dated April 7, 2003 to report our 

active consideration of an underwritten offering of our common units and 

preliminary negotiations with unaffiliated investors for the potential sale of 

common units and other equity to raise approximately $300 million. 

 

     We filed a current report on Form 8-K dated April 8, 2003 to file a one 

year audited balance sheet of GulfTerra Energy Company, L.L.C. our general 

partner, as of December 31, 2002, and a two year audited balance sheet of 

GulfTerra Energy Finance Corporation, a subsidiary of GulfTerra Energy Partners, 

L.P. as of December 31, 2002 and 2001, which were incorporated by reference into 

our Registration Statement on Form S-3 (Registration No. 333-81772, No. 

333-85987 and No. 333-103544). 

 

     We filed a current report on Form 8-K dated April 10, 2003 to file consents 

from experts with respect to reports incorporated by reference into our 

Registration Statement in Form S-3 (Registration No. 333-81772). 

 

     We filed a current report on Form 8-K dated April 11, 2003 to file exhibits 

to the Registration Statement on Form S-3 (Registration No. 333-81772) relating 

to our public offering of 3,450,000 Common Units (including the Underwriters' 

over-allotment option to purchase 450,000 Common Units). 

 

     We filed a current report on Form 8-K dated May 1, 2003 to report our name 

change to GulfTerra Energy Partners, L.P. 

 

     We filed a current report on Form 8-K dated May 14, 2003 to report that our 

general partner has been reorganized into GulfTerra Energy Company, L.L.C. and 

various amendments to our limited partnership agreement. 
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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. 

 

                                          GULFTERRA ENERGY PARTNERS, L.P. 

 

                                          By: GULFTERRA ENERGY COMPANY, L.L.C. 

                                            its General Partner 

 

Date: May 15, 2003                        By:      /s/ KEITH B. FORMAN 

                                            ------------------------------------ 

                                                      Keith B. Forman 

                                             Vice President and Chief Financial 

                                                           Officer 

                                               (Principal Financial Officer) 

 

Date: May 15, 2003                        By:      /s/ KATHY A. WELCH 

                                            ------------------------------------ 

                                                       Kathy A. Welch 

                                               Vice President and Controller 

                                               (Principal Accounting Officer) 
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                                 CERTIFICATION 

 

I, Robert G. Phillips, certify that: 

 

     1. I have reviewed this quarterly report on Form 10-Q of GulfTerra Energy 

Partners, L.P.; 

 

     2. Based on my knowledge, this quarterly report does not contain any untrue 

statement of a material fact or omit to state a material fact necessary to make 

the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this quarterly 

report; 

 

     3. Based on my knowledge, the financial statements, and other financial 

information included in this quarterly report, fairly present in all material 

respects the financial condition, results of operations and cash flows of the 

registrant as of, and for, the periods presented in this quarterly report; 

 

     4. The registrant's other certifying officers and I are responsible for 

establishing and maintaining disclosure controls and procedures (as defined in 

Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have: 

 

          (a) designed such disclosure controls and procedures to ensure that 

     material information relating to the registrant, including its consolidated 

     subsidiaries, is made known to us by others within those entities, 

     particularly during the period in which this quarterly report is being 

     prepared; 

 

          (b) evaluated the effectiveness of the registrant's disclosure 

     controls and procedures as of a date within 90 days prior to the filing 

     date of this quarterly report (the "Evaluation Date"); and 

 

          (c) presented in this quarterly report our conclusions about the 

     effectiveness of the disclosure controls and procedures based on our 

     evaluation as of the Evaluation Date; 

 

     5. The registrant's other certifying officers and I have disclosed, based 

on our most recent evaluation, to the registrant's auditors and the audit 

committee of registrant's board of directors (or persons performing the 

equivalent function): 

 

          (a) all significant deficiencies in the design or operation of 

     internal controls which could adversely affect the registrant's ability to 

     record, process, summarize and report financial data and have identified 

     for the registrant's auditors any material weaknesses in internal controls; 

     and 

 

          (b) any fraud, whether or not material, that involves management or 

     other employees who have a significant role in the registrant's internal 

     controls; and 

 

     6. The registrant's other certifying officers and I have indicated in this 

quarterly report whether or not there were significant changes in internal 

controls or in other factors that could significantly affect internal controls 

subsequent to the date of our most recent evaluation, including any corrective 

actions with regard to significant deficiencies and material weaknesses. 

 

Date: May 15, 2003 

 

                                                /s/ ROBERT G. PHILLIPS 

                                          -------------------------------------- 

                                          Robert G. Phillips 

                                          Chief Executive Officer 

                                          GulfTerra Energy Company, L.L.C. 

                                          general partner of GulfTerra Energy 

                                          Partners, L.P. 
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                                 CERTIFICATION 

 

I, Keith B. Forman, certify that: 

 

     1. I have reviewed this quarterly report on Form 10-Q of GulfTerra Energy 

Partners, L.P.; 

 

     2. Based on my knowledge, this quarterly report does not contain any untrue 

statement of a material fact or omit to state a material fact necessary to make 

the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this quarterly 

report; 

 

     3. Based on my knowledge, the financial statements, and other financial 

information included in this quarterly report, fairly present in all material 

respects the financial condition, results of operations and cash flows of the 

registrant as of, and for, the periods presented in this quarterly report; 

 

     4. The registrant's other certifying officers and I are responsible for 

establishing and maintaining disclosure controls and procedures (as defined in 

Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have: 

 

          (a) designed such disclosure controls and procedures to ensure that 

     material information relating to the registrant, including its consolidated 

     subsidiaries, is made known to us by others within those entities, 

     particularly during the period in which this quarterly report is being 

     prepared; 

 

          (b) evaluated the effectiveness of the registrant's disclosure 

     controls and procedures as of a date within 90 days prior to the filing 

     date of this quarterly report (the "Evaluation Date"); and 

 

          (c) presented in this quarterly report our conclusions about the 

     effectiveness of the disclosure controls and procedures based on our 

     evaluation as of the Evaluation Date; 

 

     5. The registrant's other certifying officers and I have disclosed, based 

on our most recent evaluation, to the registrant's auditors and the audit 

committee of registrant's board of directors (or persons performing the 

equivalent function): 

 

          (a) all significant deficiencies in the design or operation of 

     internal controls which could adversely affect the registrant's ability to 

     record, process, summarize and report financial data and have identified 

     for the registrant's auditors any material weaknesses in internal controls; 

     and 

 

          (b) any fraud, whether or not material, that involves management or 

     other employees who have a significant role in the registrant's internal 

     controls; and 

 

     6. The registrant's other certifying officers and I have indicated in this 

quarterly report whether or not there were significant changes in internal 

controls or in other factors that could significantly affect internal controls 

subsequent to the date of our most recent evaluation, including any corrective 

actions with regard to significant deficiencies and material weaknesses. 

 

Date: May 15, 2003 

 

                                                  /s/ KEITH B. FORMAN 

                                          -------------------------------------- 

                                          Keith B. Forman 

                                          Chief Financial Officer 

                                          GulfTerra Energy Company, L.L.C. 

                                          general partner of GulfTerra Energy 

                                          Partners, L.P. 
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                               INDEX TO EXHIBITS 

 

EXHIBIT

NUMBER

DESCRIPTION

------- ---

--------

3.A --

Amended and

Restated

Certificate

of Limited

Partnership

dated

February

14, 2002

(Exhibit

3.A to our

2001 Form

10-K).

*3.A.1 --

Amendment

dated April

30, 2003 to

Certificate

of Limited

Partnership.

3.B --

Second

Amended and

Restated

Agreement

of Limited

Partnership

effective

as of

August 31,

2000

(Exhibit

3.B to our

Report on

Form 8-K

dated March

6, 2001);

First

Amendment

dated

November

27, 2002

(Exhibit

3.B.1 to

our Current

Report on

Form 8-K

dated

December

11, 2002).

3.B.2 --

Second

Amendment

dated May

5, 2003 to

the Second

Amended and

Restated

Agreement

of Limited

Partnership

(Exhibit

3.B.2 to

our Current

Report on

Form 8-K

dated May

14, 2003).

4.C --

Registration

Rights

Agreement

dated as of

August 28,

2000 by and

between



Crystal Gas

Storage,

Inc. and

GulfTerra

Energy

Partners,

L.P.

(Exhibit

4.3 to our

2000 Form

10-K). 4.D

--

Indenture

dated as of

May 27,

1999 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

and Chase

Bank of

Texas, as

Trustee

(Exhibit

4.1 to our

Registration

Statement

on Form S-

4, filed on

June 24,

1999, File

Nos. 333-

81143

through

333-81143-

17); First

Supplemental

Indenture

dated as of

June 30,

1999

(Exhibit

4.2 to our

Amendment

No. 1 to

Registration

Statement

on Form S-

4, filed

August 27,

1999 File

Nos. 333-

81143

through

333-81143-

17); Second

Supplemental

Indenture

dated as of

July 27,

1999

(Exhibit

4.3 to our

Amendment

No. 1 to

Registration

Statement

on Form S-

4, filed

August 27,

1999, File

Nos. 333-

81143

through

333-81143-

17); Third

Supplemental

Indenture



dated as of

March 21,

2000, to

the

Indenture

dated as of

May 27,

1999,

(Exhibit

4.7.1 to

our 2000

Second

Quarter

Form 10-Q);

Fourth

Supplemental

Indenture

dated as of

July 11,

2000

(Exhibit

4.2.1 to

our 2001

Third

Quarter

Form 10-Q);

Fifth

Supplemental

Indenture

dated as of

August 30,

2000

(Exhibit

4.2.2 to

our 2001

Third

Quarter

Form 10-Q);

Sixth

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.D.1 to

our 2002

First

Quarter

Form 10-Q);

Seventh

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.D.2 to

our 2002

First

Quarter

Form 10-Q);

Eighth

Supplemental

Indenture

dated as of

October 10,

2002

(Exhibit

4.D.3 to

our 2002

Third

Quarter

Form 10-Q);

Ninth

Supplemental

Indenture

dated as of

November

27, 2002

(Exhibit

4.D.1 to

our Current

Report on

Form 8-K

dated March



19, 2003);

Tenth

Supplemental

Indenture

dated as of

January 1,

2003

(Exhibit

4.D.2 to

our Current

Report on

Form 8-K

dated March

19, 2003).



EXHIBIT

NUMBER

DESCRIPTION

------- ---

--------

4.E --

Indenture

dated as of

May 11,

2000 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

The

Subsidiary

Guarantors

named

therein and

the Chase

Manhattan

Bank, as

Trustee

(Exhibit

4.1 to our

Registration

Statement

on Form S-4

filed June

25, 2001,

Registration

Nos. 333-

63800

through

333-63800-

20); First

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.E.1 to

our 2002

First

Quarter

Form 10-Q),

Second

Supplemental

Indenture

dated as of

April 18,

2002

(Exhibit

4.E.2 to

our 2002

First

Quarter

Form 10-Q);

Third

Supplemental

Indenture

dated as of

October 10,

2002

(Exhibit

4.E.3 to

our 2002

Third

Quarter

Form 10-Q);

Fourth

Supplemental

Indenture

dated as of

November

27, 2002 to

the

Indenture



dated as of

May 17,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

The

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.1 to

our Current

Report on

Form 8-K

dated March

19, 2003);

Fifth

Supplemental

Indenture

dated as of

January 1,

2003 to the

Indenture

dated as of

May 17,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

The

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.2 to

our Current

Report on

Form 8-K

dated March

19, 2003).

4.E.1 --

Fourth

Supplemental

Indenture

dated as of

November

27, 2002 to

the

Indenture

dated as of

May 27,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.1 to



our Current

Report on

Form 8-K

dated March

19, 2003).

4.E.2 --

Fifth

Supplemental

Indenture

dated as of

January 1,

2003 to the

Indenture

dated as of

May 27,

2001 among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.E.2 to

our Current

Report on

Form 8-K

dated March

19, 2003).

4.F --

Letter

agreement

dated March

5, 2002,

between

Crystal Gas

Storage,

Inc. and

GulfTerra

Energy

Partners,

L.P.

(Exhibit

4.F of our

2001 Form

10-K).

4.F.1 --

A/B

Exchange

Registration

Rights

Agreement

dated as of

May 17,

2002, by

and among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

subsidiary

guarantors

party

thereto,

Credit

Suisse

First

Boston

Corporation,

Goldman,

Sachs &

Co., J.P.



Morgan

Securities

Inc., Banc

One Capital

Markets,

Inc., Fleet

Securities,

Inc.,

Fortis

Investment

Services

L.L.C., The

Royal Bank

of Scotland

plc, BNP

Securities

Corp. and

First Union

Securities,

Inc.

(Exhibit

4.3 to our

Registration

Statement

on Form S-4

filed

August 12,

2002). 4.G

--

Registration

Rights

Agreement

by and

between El

Paso

Corporation

and

GulfTerra

Energy

Partners,

L.P. dated

as of

November

27, 2002

(Exhibit

4.G to our

Current

Report on

Form 8-K

dated

December

11, 2002).

4.H -- A/B

Exchange

Registration

Rights

Agreement

by and

among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

party

thereto,

J.P. Morgan

Securities

Inc.,

Goldman,

Sachs &

Co., UBS

Warburg LLC

and

Wachovia

Securities,

Inc. dated

as of

November

27, 2002



(Exhibit

4.H to our

Current

Report on

Form 8-K

dated

December

11, 2002).

4.I --

Indenture

dated as of

November

27, 2002 by

and among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

named

therein and

JPMorgan

Chase Bank,

as Trustee

(Exhibit

4.I to our

Current

Report on

Form 8-K

dated

December

11, 2002);

First

Supplemental

Indenture

dated as of

January 1,

2003

(Exhibit

4.I.1 to

our Current

Report on

Form 8-K

dated March

19, 2003).



EXHIBIT

NUMBER

DESCRIPTION -

------ ------

----- *4.J --

A/B Exchange

Registration

Rights

Agreement by

and among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

party

thereto, J.P.

Morgan

Securities,

Inc., Goldman

Sachs & Co.,

UBS Warburg

LLC and

Wachovia

Securities,

Inc. dated as

of March 24,

2003. *4.K --

Indenture

dated as of

March 24,

2003 by and

among

GulfTerra

Energy

Partners,

L.P.,

GulfTerra

Energy

Finance

Corporation,

the

Subsidiary

Guarantors

named therein

and JPMorgan

Chase Bank,

as Trustee

dated as of

March 24,

2003. 10.A --

General and

Administrative

Services

Agreement

dated May 5,

2003 by and

among

DeepTech

Internal

Inc.,

GulfTerra

Energy

Company,

L.L.C. and El

Paso Field

Services,

L.P. (Exhibit

10.A to our

Current

Report on

Form 8-K

dated May 14,

2003). *99.A

--

Certification

of Robert G.



Phillips,

Chief

Executive

Officer,

pursuant to

18 U.S.C.

Section 1350,

as adopted

pursuant to

Section 906

of the

Sarbanes-

Oxley Act of

2002. *99.B -

-

Certification

of Keith B.

Forman, Chief

Financial

Officer,

pursuant to

18 U.S.C.

Section 1350,

as adopted

pursuant to

Section 906

of the

Sarbanes-

Oxley Act of

2002.



 

 

 

================================================================================ 

 

 

                                    DELAWARE 

                             -----------------------   PAGE  1 

 

                                 The First State 

 

 

 

    I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF DELAWARE, DO 

HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT COPY OF THE CERTIFICATE OF 

AMENDMENT OF "EL PASO ENERGY PARTNERS, L.P.", CHANGING ITS NAME FROM "EL PASO 

ENERGY PARTNERS, L.P." TO "GULFTERRA ENERGY PARTNERS, L.P.", FILED IN THIS 

OFFICE ON THE THIRTIETH DAY OF APRIL, A.D. 2003, AT 5:23 O'CLOCK P.M. 

 

    AND I DO HEREBY FURTHER CERTIFY THAT THE EFFECTIVE DATE OF THE AFORESAID 

CERTIFICATE OF AMENDMENT IS THE FIFTEENTH DAY OF MAY, A.D. 2003. 

 

 

 

 

 

                                       /s/ HARRIET SMITH WINDSOR 

                       (SEAL)          ----------------------------------------- 

                                       Harriet Smith Windsor, Secretary of State 

 

 

2317845  8100                          AUTHENTICATION: 2393856 

 

030281325                                        DATE: 05-01-03 



 

 

 

                            CERTIFICATE OF AMENDMENT 

                                     TO THE 

            AMENDED AND RESTATED CERTIFICATE OF LIMITED PARTNERSHIP 

                                       OF 

                         EL PASO ENERGY PARTNERS, L.P. 

 

 

         The undersigned, desiring to further amend the Amended and Restated 

Certificate of Limited Partnership of EL PASO ENERGY PARTNERS, L.P., pursuant 

to the provisions of Section 17-202 of the Revised Uniform Limited Partnership 

Act of the State of Delaware, does hereby certify as follows: 

 

         FIRST: The name of the Limited Partnership is El Paso Energy Partners, 

L.P. 

 

         SECOND: Article I of the Amended and Restated Certificate of Limited 

Partnership shall be amended as follows: 

 

                                   "ARTICLE I 

 

                                      NAME 

 

                  The name of the limited partnership shall be GulfTerra Energy 

         Partners, L.P." 

 

         THIRD: This amendment to the Amended and Restated Certificate of 

Limited Partnership shall be effective as of May 15, 2003. 

 

         IN WITNESS WHEREOF, the undersigned has executed this Amendment to the 

Amended and Restated Certificate of Limited Partnership on this 30th day of 

April 2003. 

 

                                      EL PASO ENERGY PARTNERS COMPANY 

                                         the General Partner 

 

 

                                      By:         /s/ DAVID L. SIDDALL 

                                          ------------------------------------- 

                                                     David L. Siddall 

                                             Vice President, Associate General 

                                              Counsel and Corporate Secretary 

 

 

 

 

 

                                                         State of Delaware 

                                                         Secretary of State 

                                                      Division of Corporations 

                                                   Delivered 06:16 PM 04/30/2003 

                                                     FILED 05:23 PM 04/30/2003 

                                                    SRV 030281325 - 2317845 FILE 

 

 

 

 



 

                                                                     EXHIBIT 4.J 

 

 

                                  A/B EXCHANGE 

                          REGISTRATION RIGHTS AGREEMENT 

 

 

 

                           Dated as of March 24, 2003 

 

                                  by and among 

 

 

 

                          El Paso Energy Partners, L.P. 

 

                   El Paso Energy Partners Finance Corporation 

 

                 The Subsidiary Guarantors listed on Schedule A 

 

 

 

                                       and 

 

 

 

                           J.P. Morgan Securities Inc. 

 

                              Goldman, Sachs & Co. 

 

                                 UBS Warburg LLC 

 

                            Wachovia Securities, Inc. 

 



 

 

 

 

 

     This Registration Rights Agreement (this "Agreement") is made and entered 

into as of March 24, 2003 by and among El Paso Energy Partners, L.P., a Delaware 

limited partnership (the "Partnership"), El Paso Energy Partners Finance 

Corporation, a Delaware corporation ("El Paso Finance" and, together with the 

Partnership, the "Issuers"), each of the entities listed on Schedule A attached 

hereto (each, a "Subsidiary Guarantor" and collectively, the "Subsidiary 

Guarantors"), J.P. Morgan Securities Inc., Goldman, Sachs & Co., UBS Warburg LLC 

and Wachovia Securities, Inc. (each an "Initial Purchaser" and, collectively, 

the "Initial Purchasers"), each of whom has agreed to purchase the Issuers' 8 

1/2% Series A Senior Subordinated Notes due 2010 (such notes being purchased on 

the date hereof being referred to as the "Series A Notes") pursuant to the 

Purchase Agreement (as defined below). 

 

     This Agreement is made pursuant to the Purchase Agreement, dated March 19, 

2003 (the "Purchase Agreement"), by and among the Issuers, the Subsidiary 

Guarantors and the Initial Purchasers. In order to induce the Initial Purchasers 

to purchase the Series A Notes, the Issuers have agreed to provide the 

registration rights set forth in this Agreement. The execution and delivery of 

this Agreement is a condition to the obligations of the Initial Purchasers set 

forth in Section 2 of the Purchase Agreement. Capitalized terms used herein and 

not otherwise defined shall have the meaning assigned to them in the Indenture, 

dated March 24, 2003, (the "Indenture"), among the Issuers, the Subsidiary 

Guarantors and JPMorgan Chase Bank, as trustee (the "Trustee"), relating to the 

Series A Notes and the Series B Notes. 

 

     The parties hereby agree as follows: 

 

     Section 1. Definitions. As used in this Agreement, the following 

capitalized terms shall have the following meanings: 

 

     Act: The Securities Act of 1933, as amended. 

 

     Affiliate: As defined in Rule 144 of the Act. 

 

     Broker-Dealer: Any broker or dealer registered under the Exchange Act. 

 

     Certificated Securities: Definitive Notes, as defined in the Indenture. 

 

     Closing Date: The date hereof. 

 

     Commission: The Securities and Exchange Commission. 

 

     Consummate: An Exchange Offer shall be deemed "Consummated" for purposes of 

this Agreement upon the occurrence of (a) the filing and effectiveness under the 

Act of the Exchange Offer Registration Statement relating to the Series B Notes 

to be issued in the Exchange Offer, (b) the maintenance of such Exchange Offer 

Registration Statement continuously effective and the keeping of the Exchange 

Offer open for a period not less than the period required pursuant to Section 

3(b) hereof and (c) the delivery by the Issuers to the Registrar under the 

Indenture of Series B Notes in the same aggregate principal amount as the 

aggregate principal amount of Series A Notes tendered by Holders thereof 

pursuant to the Exchange Offer. 

 

     Consummation Deadline: As defined in Section 3(b) hereof. 

 

 

 



 

 

 

 

     Effectiveness Deadline: As defined in Sections 3(a) and 4(a) hereof. 

 

     Exchange Act: The Securities Exchange Act of 1934, as amended. 

 

     Exchange Offer: The exchange and issuance by the Issuers of a principal 

amount of Series B Notes (which shall be registered pursuant to the Exchange 

Offer Registration Statement) equal to the outstanding principal amount of 

Series A Notes that are tendered by such Holders in connection with such 

exchange and issuance. 

 

     Exchange Offer Registration Statement: The Registration Statement relating 

to the Exchange Offer, including the related Prospectus. 

 

     Exempt Resales: The transactions in which the Initial Purchasers propose to 

sell the Series A Notes to certain "qualified institutional buyers," as such 

term is defined in Rule 144A under the Act and pursuant to Regulation S under 

the Act. 

 

     Filing Deadline: As defined in Sections 3(a) and 4(a) hereof. 

 

     Holders: As defined in Section 2 hereof. 

 

     Partnership Agreement: The Second Amended and Restated Agreement of Limited 

Partnership of El Paso Energy Partners, L.P., dated as of February 13, 1993, 

amended and restated effective as of August 31, 2000, as such may be amended, 

modified or supplemented from time to time. 

 

     Prospectus: The prospectus included in a Registration Statement at the time 

such Registration Statement is declared effective, as amended or supplemented by 

any prospectus supplement and by all other amendments thereto, including 

post-effective amendments, and all material incorporated by reference into such 

Prospectus. 

 

     Recommencement Date: As defined in Section 6(d) hereof. 

 

     Registration Default: As defined in Section 5 hereof. 

 

     Registration Statement: Any registration statement of the Issuers and the 

Subsidiary Guarantors relating to (a) an offering of Series B Notes pursuant to 

an Exchange Offer or (b) the registration for resale of Transfer Restricted 

Securities pursuant to the Shelf Registration Statement, in each case, (i) that 

is filed pursuant to the provisions of this Agreement and (ii) including the 

Prospectus included therein, all amendments and supplements thereto (including 

post-effective amendments) and all exhibits and material incorporated by 

reference therein. 

 

     Regulation S: Regulation S promulgated under the Act. 

 

     Rule 144: Rule 144 promulgated under the Act. 

 

     Series B Notes: The Issuers' 8 1/2% Series B Senior Subordinated Notes due 

2010 to be issued pursuant to the Indenture: (i) in the Exchange Offer or (ii) 

as contemplated by Section 4 hereof. 
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     Shelf Registration Statement: As defined in Section 4 hereof. 

 

     Suspension Notice: As defined in Section 6(d) hereof. 

 

     TIA: The Trust Indenture Act of 1939 (15 U.S.C. Section 77aaa-77bbbb) as in 

effect on the date of the Indenture. 

 

     Transfer Restricted Securities: Each Series A Note, until the earliest to 

occur of (a) the date on which such Series A Note is exchanged in the Exchange 

Offer for a Series B Note which is entitled to be resold to the public by the 

Holder thereof without complying with the prospectus delivery requirements of 

the Act, (b) the date on which such Series A Note has been disposed of in 

accordance with a Shelf Registration Statement (and the purchasers thereof have 

been issued Series B Notes), or (c) the date on which such Series A Note is 

distributed to the public pursuant to Rule 144 under the Act (and purchasers 

thereof have been issued Series B Notes) and each Series B Note issued to a 

Broker-Dealer in the Exchange Offer until the date on which such Series B Note 

is disposed of by such Broker-Dealer pursuant to the "Plan of Distribution" 

contemplated by the Exchange Offer Registration Statement (including the 

delivery of the Prospectus contained therein). 

 

     Section 2. Holders. A Person is deemed to be a holder of Transfer 

Restricted Securities (each, a "Holder") whenever such Person owns Transfer 

Restricted Securities. 

 

     Section 3. Registered Exchange Offer. 

 

          (a) Unless the Exchange Offer shall not be permitted by applicable 

     federal law (after the procedures set forth in Section 6(a)(i) below have 

     been complied with), the Issuers and the Subsidiary Guarantors shall (i) 

     cause the Exchange Offer Registration Statement to be filed with the 

     Commission as soon as practicable after the Closing Date, but in no event 

     later than 95 days after the Closing Date (such 95th day being the "Filing 

     Deadline"), (ii) use its best efforts to cause such Exchange Offer 

     Registration Statement to become effective at the earliest possible time, 

     but in no event later than 150 days after the Closing Date (such 150th day 

     being the "Effectiveness Deadline"), (iii) in connection with the 

     foregoing, (A) file all pre-effective amendments to such Exchange Offer 

     Registration Statement as may be necessary in order to cause it to become 

     effective, (B) file, if applicable, a post-effective amendment to such 

     Exchange Offer Registration Statement pursuant to Rule 430A under the Act 

     and (C) cause all necessary filings, if any, in connection with the 

     registration and qualification of the Series B Notes to be made under the 

     Blue Sky laws of such jurisdictions as are necessary to permit Consummation 

     of the Exchange Offer, and (iv) upon the effectiveness of such Exchange 

     Offer Registration Statement, commence and Consummate the Exchange Offer. 

     The Exchange Offer shall be on the appropriate form permitting (i) 

     registration of the Series B Notes to be offered in exchange for the Series 

     A Notes that are Transfer Restricted Securities and (ii) resales of Series 

     B Notes by Broker-Dealers that tendered into the Exchange Offer Series A 

     Notes that such Broker-Dealer acquired for its own account as a result of 

     market making activities or other trading activities (other than Series A 

     Notes acquired directly from the Issuers or any of their Affiliates) as 

     contemplated by Section 3(c) below. 
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          (b) The Issuers and the Subsidiary Guarantors shall use their 

     respective best efforts to cause the Exchange Offer Registration Statement 

     to be effective continuously, and shall keep the Exchange Offer open for a 

     period of not less than the minimum period required under applicable 

     federal and state securities laws to Consummate the Exchange Offer; 

     provided, however, that in no event shall such period be less than 20 

     Business Days. The Issuers and the Subsidiary Guarantors shall cause the 

     Exchange Offer to comply with all applicable federal and state securities 

     laws. No securities other than the Series B Notes shall be included in the 

     Exchange Offer Registration Statement. The Issuers and the Subsidiary 

     Guarantors shall use their respective best efforts to cause the Exchange 

     Offer to be Consummated on the earliest practicable date after the Exchange 

     Offer Registration Statement has become effective, but in no event later 

     than 180 days after the Closing Date (such 180th day being the 

     "Consummation Deadline"). 

 

          (c) The Issuers shall include a "Plan of Distribution" section in the 

     Prospectus contained in the Exchange Offer Registration Statement and 

     indicate therein that any Broker-Dealer who holds Transfer Restricted 

     Securities that were acquired for the account of such Broker-Dealer as a 

     result of market-making activities or other trading activities (other than 

     Series A Notes acquired directly from the Issuers or any Affiliate of the 

     Issuers) may exchange such Transfer Restricted Securities pursuant to the 

     Exchange Offer. Such "Plan of Distribution" section shall also contain all 

     other information with respect to such sales by such Broker-Dealers that 

     the Commission may require in order to permit such sales pursuant thereto, 

     but such "Plan of Distribution" shall not name any such Broker-Dealer or 

     disclose the amount of Transfer Restricted Securities held by any such 

     Broker-Dealer, except to the extent required by the Commission as a result 

     of a change in policy, rules or regulations after the date of this 

     Agreement. 

 

     Because such Broker-Dealer may be deemed to be an "underwriter" within the 

     meaning of the Act and must, therefore, deliver a prospectus meeting the 

     requirements of the Act in connection with its initial sale of any Series B 

     Notes received by such Broker-Dealer in the Exchange Offer, the Issuers and 

     Subsidiary Guarantors shall permit the use of the Prospectus contained in 

     the Exchange Offer Registration Statement by such Broker-Dealer to satisfy 

     such prospectus delivery requirement. To the extent necessary to ensure 

     that the prospectus contained in the Exchange Offer Registration Statement 

     is available for sales of Series B Notes by such Broker-Dealers, the 

     Issuers and the Subsidiary Guarantors agree to use their respective best 

     efforts to keep the Exchange Offer Registration Statement continuously 

     effective, supplemented, amended and current as required by and subject to 

     the provisions of Sections 6(a) and (c) hereof and in conformity with the 

     requirements of this Agreement, the Act and the policies, rules and 

     regulations of the Commission as announced from time to time, for a period 

     of one year from the Consummation Deadline or such shorter period as will 

     terminate when all Transfer Restricted Securities covered by such 

     Registration Statement have been sold pursuant thereto. The Issuers and the 

     Subsidiary Guarantors shall provide sufficient copies of the latest version 

     of such Prospectus to such Broker-Dealers, promptly upon request, and in no 

     event later than one day after such request, at any time during such 

     period. 
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     Section 4. Shelf Registration. 

 

          (a) Shelf Registration. If (i) the Exchange Offer is not permitted by 

     applicable law (after the Issuers and the Subsidiary Guarantors have 

     complied with the procedures set forth in Section 6(a)(i) below) or (ii) if 

     any Holder of Transfer Restricted Securities shall notify the Issuers 

     within 20 Business Days following the Consummation Deadline that (A) such 

     Holder was prohibited by law or Commission policy from participating in the 

     Exchange Offer or (B) such Holder may not resell the Series B Notes 

     acquired by it in the Exchange Offer to the public without delivering a 

     prospectus and the Prospectus contained in the Exchange Offer Registration 

     Statement is not appropriate or available for such resales by such Holder 

     or (C) such Holder is a Broker-Dealer and holds Series A Notes acquired 

     directly from the Issuers or any of their Affiliates, then the Issuers and 

     the Subsidiary Guarantors shall: 

 

               (x) cause to be filed, on or prior to 30 days after the earlier 

          of (i) the date on which the Issuers determine that the Exchange Offer 

          Registration Statement cannot be filed as a result of clause (a)(i) 

          above and (ii) the date on which the Issuers receive the notice 

          specified in clause (a)(ii) above, (such earlier date, the "Filing 

          Deadline"), a shelf registration statement pursuant to Rule 415 under 

          the Act (which may be an amendment to the Exchange Offer Registration 

          Statement (the "Shelf Registration Statement")), relating to all 

          Transfer Restricted Securities, and 

 

               (y) shall use their respective best efforts to cause such Shelf 

          Registration Statement to become effective on or prior to 60 days 

          after the Filing Deadline for the Shelf Registration Statement (such 

          60th day the "Effectiveness Deadline"). 

 

     If, after the Issuers and the Subsidiary Guarantors have filed an Exchange 

     Offer Registration Statement that satisfies the requirements of Section 

     3(a) above, the Issuers are required to file and make effective a Shelf 

     Registration Statement solely because the Exchange Offer is not permitted 

     under applicable federal law (i.e., clause (a)(i) above), then the filing 

     of the Exchange Offer Registration Statement shall be deemed to satisfy the 

     requirements of clause (x) above; provided that, in such event, the Issuers 

     and the Subsidiary Guarantors shall remain obligated to meet the 

     Effectiveness Deadline set forth in clause (y). 

 

     To the extent necessary to ensure that the Shelf Registration Statement is 

     available for sales of Transfer Restricted Securities by the Holders 

     thereof entitled to the benefit of this Section 4(a) and the other 

     securities required to be registered therein pursuant to Section 6(b)(ii) 

     hereof, the Issuers and the Subsidiary Guarantors shall use their 

     respective best efforts to keep any Shelf Registration Statement required 

     by this Section 4(a) continuously effective, supplemented, amended and 

     current as required by and subject to the provisions of Sections 6(b) and 

     (c) hereof and in conformity with the requirements of this Agreement, the 

     Act and the policies, rules and regulations of the Commission as announced 

     from time to time, for a period of at least two years (as extended pursuant 

     to Section 6(d)) 
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     following the Closing Date, or such shorter period as will terminate when 

     all Transfer Restricted Securities covered by such Shelf Registration 

     Statement have been sold pursuant thereto. 

 

          (b) Provision by Holders of Certain Information in Connection with the 

     Shelf Registration Statement. No Holder of Transfer Restricted Securities 

     may include any of its Transfer Restricted Securities in any Shelf 

     Registration Statement pursuant to this Agreement unless and until such 

     Holder furnishes to the Issuers in writing, within 20 days after receipt of 

     a request therefor, the information specified in Item 507 or 508 of 

     Regulation S-K, as applicable, of the Act for use in connection with any 

     Shelf Registration Statement or Prospectus (or preliminary Prospectus) 

     included therein. No Holder of Transfer Restricted Securities shall be 

     entitled to liquidated damages pursuant to Section 5 hereof unless and 

     until such Holder shall have provided all such information. Each selling 

     Holder agrees to promptly furnish additional information required to be 

     disclosed in order to make the information previously furnished to the 

     Issuers by such Holder not materially misleading. 

 

     Section 5. Liquidated Damages. If (i) any Registration Statement required 

by this Agreement is not filed with the Commission on or prior to the applicable 

Filing Deadline, (ii) any such Registration Statement has not been declared 

effective by the Commission on or prior to the applicable Effectiveness 

Deadline, (iii) the Exchange Offer has not been Consummated on or prior to the 

Consummation Deadline or (iv) any Registration Statement required by this 

Agreement is filed and declared effective but shall thereafter cease to be 

effective or fail to be usable for its intended purpose without being succeeded 

within 2 days by a post-effective amendment to such Registration Statement that 

cures such failure and that is itself declared effective within 2 days of filing 

such post-effective amendment to such Registration Statement (each such event 

referred to in clauses (i) through (iv), a "Registration Default"), then the 

Issuers and the Subsidiary Guarantors hereby jointly and severally agree to pay 

to each Holder of Transfer Restricted Securities affected thereby liquidated 

damages in an amount equal to $.05 per week per $1,000 in principal amount of 

Transfer Restricted Securities held by such Holder for each week or portion 

thereof that the Registration Default continues for the first 90-day period 

immediately following the occurrence of such Registration Default. The amount of 

the liquidated damages shall increase by an additional $.05 per week per $1,000 

in principal amount of Transfer Restricted Securities with respect to each 

subsequent 90-day period until all Registration Defaults have been cured, up to 

a maximum amount of liquidated damages of $.50 per week per $1,000 in principal 

amount of Transfer Restricted Securities; provided that the Issuers and the 

Subsidiary Guarantors shall in no event be required to pay liquidated damages 

for more than one Registration Default at any given time. Notwithstanding 

anything to the contrary set forth herein, (1) upon filing of the Exchange Offer 

Registration Statement (and/or, if applicable, the Shelf Registration 

Statement), in the case of (i) above, (2) upon the effectiveness of the Exchange 

Offer Registration Statement (and/or, if applicable, the Shelf Registration 

Statement), in the case of (ii) above, (3) upon Consummation of the Exchange 

Offer, in the case of (iii) above, or (4) upon the filing of a post-effective 

amendment to the Registration Statement or an additional Registration Statement 

that causes the Exchange Offer Registration Statement (and/or, if applicable, 

the Shelf Registration Statement) to again be declared effective or made usable 

in the case of (iv) above, the accrual of liquidated damages payable with 

respect to the 
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Transfer Restricted Securities as a result of such clause (i), (ii), (iii) or 

(iv), as applicable, shall cease. 

 

     All accrued liquidated damages shall be paid to the Holders entitled 

thereto, in the manner providing for the payment of interest in the Indenture, 

on each Interest Payment Date, as more fully set forth in the Indenture and the 

Notes; provided however, that any accrued liquidated damages that are unpaid at 

the time any Notes cease to be Transfer Restricted Securities upon consummation 

of the Exchange Offer shall be paid on or promptly after the date of such 

consummation to the Holders of record of such Transfer Restricted Securities on 

such date. Notwithstanding the fact that any securities for which liquidated 

damages are due cease to be Transfer Restricted Securities, all obligations of 

the Issuers and the Subsidiary Guarantors to pay liquidated damages with respect 

to securities shall survive until such time as such obligations with respect to 

such securities shall have been satisfied in full. 

 

     Section 6. Registration Procedures. 

 

          (a) Exchange Offer Registration Statement. In connection with the 

     Exchange Offer, the Issuers and the Subsidiary Guarantors shall (x) comply 

     with all applicable provisions of Section 6(c) below, (y) use their 

     respective best efforts to effect such exchange and to permit the resale of 

     Series B Notes by Broker-Dealers that tendered in the Exchange Offer Series 

     A Notes that such Broker-Dealer acquired for its own account as a result of 

     its market making activities or other trading activities (other than Series 

     A Notes acquired directly from the Issuers or any of their Affiliates) 

     being sold in accordance with the intended method or methods of 

     distribution thereof, and (z) comply with all of the following provisions: 

 

               (i) If, following the date hereof there has been announced a 

          change in Commission policy with respect to exchange offers such as 

          the Exchange Offer, that in the reasonable opinion of counsel to the 

          Issuers raises a substantial question as to whether the Exchange Offer 

          is permitted by applicable federal law, the Issuers and the Subsidiary 

          Guarantors hereby agree to seek a no-action letter or other favorable 

          decision from the Commission allowing the Issuers and the Subsidiary 

          Guarantors to Consummate an Exchange Offer for such Transfer 

          Restricted Securities. The Issuers and the Subsidiary Guarantors 

          hereby agree to pursue the issuance of such a decision to the 

          Commission staff level. In connection with the foregoing, the Issuers 

          and the Subsidiary Guarantors hereby agree to take all such other 

          actions as may be requested by the Commission or otherwise required in 

          connection with the issuance of such decision, including without 

          limitation (A) participating in telephonic conferences with the 

          Commission, (B) delivering to the Commission staff an analysis 

          prepared by counsel to the Issuers setting forth the legal bases, if 

          any, upon which such counsel has concluded that such an Exchange Offer 

          should be permitted and (C) diligently pursuing a resolution (which 

          need not be favorable) by the Commission staff. 

 

               (ii) As a condition to its participation in the Exchange Offer, 

          each Holder of Transfer Restricted Securities (including, without 

          limitation, any 
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          Holder who is a Broker Dealer) shall furnish, upon the request of the 

          Issuers, prior to the Consummation of the Exchange Offer, a written 

          representation to the Issuers and the Subsidiary Guarantors (which may 

          be contained in the letter of transmittal contemplated by the Exchange 

          Offer Registration Statement) to the effect that (A) it is not an 

          Affiliate of the Issuers, (B) it is not engaged in, and does not 

          intend to engage in, and has no arrangement or understanding with any 

          Person to participate in, a distribution of the Series B Notes to be 

          issued in the Exchange Offer, (C) it is acquiring the Series B Notes 

          in its ordinary course of business and (D) if the undersigned is a 

          Broker-Dealer, the Series A Notes being tendered constitute Series A 

          Notes acquired as the result of market-making activities or other 

          trading activities (other than Series A Notes acquired directly from 

          the Issuers or any of their Affiliates). As a condition to its 

          participation in the Exchange Offer, each Holder shall acknowledge and 

          agree that (x) any person participating in Exchange Offer with the 

          intention or for the purpose of distributing the Series B Notes, (1) 

          could not, under Commission policy as in effect on the date of this 

          Agreement, rely on the position of the Commission enunciated in Morgan 

          Stanley and Co., Inc. (available June 5, 1991) and Exxon Capital 

          Holdings Corporation (available May 13, 1988), as interpreted in the 

          Commission's letter to Shearman & Sterling dated July 2, 1993, and 

          similar no-action letters (including, if applicable, any no-action 

          letter obtained pursuant to clause (i) above), and (2) must comply 

          with the registration and prospectus delivery requirements of the Act 

          in connection with a secondary resale transaction and that such a 

          secondary resale transaction must be covered by an effective 

          registration statement containing the selling security holder 

          information required by Item 507 or 508, as applicable, of Regulation 

          S-K and (y) any Broker-Dealer that pursuant to the Exchange Offer 

          receives Series B Notes for its own account in exchange for Series A 

          Notes which it acquired for its own account as a result of 

          market-making activities or other trading activities must deliver a 

          prospectus meeting the requirements of the Securities Act in 

          connection with any resale of such Series B Notes. 

 

               (iii) Prior to effectiveness of the Exchange Offer Registration 

          Statement, the Issuers and the Subsidiary Guarantors shall provide a 

          supplemental letter to the Commission (A) stating that the Issuers and 

          the Subsidiary Guarantors are registering the Exchange Offer in 

          reliance on the position of the Commission enunciated in Exxon Capital 

          Holdings Corporation (available May 13, 1988), Morgan Stanley and Co., 

          Inc. (available June 5, 1991) as interpreted in the Commission's 

          letter to Shearman & Sterling dated July 2, 1993, and, if applicable, 

          any no-action letter obtained pursuant to clause (i) above, (B) 

          including a representation that neither the Issuers nor any Subsidiary 

          Guarantor has entered into any arrangement or understanding with any 

          Person to distribute the Series B Notes to be received in the Exchange 

          Offer and that, to the best of the Issuers' and each Subsidiary 

          Guarantor's information and belief, each Holder participating in the 

          Exchange Offer is acquiring the Series B Notes in its ordinary course 

          of business and has no arrangement or understanding with any Person to 

          participate in the distribution of the Series B Notes received in the 

          Exchange Offer and (C) any other undertaking or representation 

          required by the 
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          Commission as set forth in any no-action letter obtained pursuant to 

          clause (i) above, if applicable. 

 

          (b) Shelf Registration Statement. In connection with the Shelf 

     Registration Statement, the Issuers and the Subsidiary Guarantors shall: 

 

               (i) comply with all the provisions of Section 6(c) below and use 

          their respective best efforts to effect such registration to permit 

          the sale of the Transfer Restricted Securities being sold in 

          accordance with the intended method or methods of distribution thereof 

          (as indicated in the information furnished to the Issuers pursuant to 

          Section 4(b) hereof), and pursuant thereto the Issuers and the 

          Subsidiary Guarantors will prepare and file with the Commission a 

          Registration Statement relating to the registration on any appropriate 

          form under the Act, which form shall be available for the sale of the 

          Transfer Restricted Securities in accordance with the intended method 

          or methods of distribution thereof within the time periods and 

          otherwise in accordance with the provisions hereof. 

 

               (ii) issue, upon the request of any Holder or purchaser of Series 

          A Notes covered by any Shelf Registration Statement contemplated by 

          this Agreement, Series B Notes having an aggregate principal amount 

          equal to the aggregate principal amount of Series A Notes sold 

          pursuant to the Shelf Registration Statement and surrendered to the 

          Issuers for cancellation; the Issuers shall register Series B Notes on 

          the Shelf Registration Statement for this purpose and issue the Series 

          B Notes to the purchaser(s) of securities subject to the Shelf 

          Registration Statement in the names as such purchaser(s) shall 

          designate. 

 

          (c) General Provisions. In connection with any Registration Statement 

     and any related Prospectus required by this Agreement, the Issuers and the 

     Subsidiary Guarantors shall: 

 

               (i) use their respective best efforts to keep such Registration 

          Statement continuously effective and provide all requisite financial 

          statements for the period specified in Section 3 or 4 of this 

          Agreement, as applicable. Upon the occurrence of any event that would 

          cause any such Registration Statement or the Prospectus contained 

          therein (A) to contain an untrue statement of material fact or omit to 

          state any material fact necessary to make the statements therein not 

          misleading or (B) not to be effective and usable for resale of 

          Transfer Restricted Securities during the period required by this 

          Agreement, the Issuers and the Subsidiary Guarantors shall file 

          promptly an appropriate amendment to such Registration Statement 

          curing such defect, and, if Commission review is required, use their 

          respective best efforts to cause such amendment to be declared 

          effective as soon as practicable; 

 

               (ii) prepare and file with the Commission such amendments and 

          post-effective amendments to the applicable Registration Statement as 

          may be necessary to keep such Registration Statement effective for the 

          applicable period set forth in Section 3 or 4 hereof, as the case may 

          be; cause the Prospectus to be 
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          supplemented by any required Prospectus supplement, and as so 

          supplemented to be filed pursuant to Rule 424 under the Act, and to 

          comply fully with Rules 424, 430A and 462, as applicable, under the 

          Act in a timely manner; and comply with the provisions of the Act with 

          respect to the disposition of all securities covered by such 

          Registration Statement during the applicable period in accordance with 

          the intended method or methods of distribution by the sellers thereof 

          set forth in such Registration Statement or supplement to the 

          Prospectus; 

 

               (iii) advise each Holder promptly and, if requested by such 

          Holder, confirm such advice in writing, (A) when the Prospectus or any 

          Prospectus supplement or post-effective amendment has been filed, and, 

          with respect to any applicable Registration Statement or any 

          post-effective amendment thereto, when the same has become effective, 

          (B) of any request by the Commission for amendments to the 

          Registration Statement or amendments or supplements to the Prospectus 

          or for additional information relating thereto, (C) of the issuance by 

          the Commission of any stop order suspending the effectiveness of the 

          Registration Statement under the Act or of the suspension by any state 

          securities commission of the qualification of the Transfer Restricted 

          Securities for offering or sale in any jurisdiction, or the initiation 

          of any proceeding for any of the preceding purposes, and (D) of the 

          existence of any fact or the happening of any event that makes any 

          statement of a material fact made in the Registration Statement, the 

          Prospectus, any amendment or supplement thereto or any document 

          incorporated by reference therein untrue, or that requires the making 

          of any additions to or changes in the Registration Statement in order 

          to make the statements therein not misleading, or that requires the 

          making of any additions to or changes in the Prospectus in order to 

          make the statements therein, in the light of the circumstances under 

          which they were made, not misleading. If at any time the Commission 

          shall issue any stop order suspending the effectiveness of the 

          Registration Statement, or any state securities commission or other 

          regulatory authority shall issue an order suspending the qualification 

          or exemption from qualification of the Transfer Restricted Securities 

          under state securities or Blue Sky laws, the Issuers and the 

          Subsidiary Guarantors shall use their respective best efforts to 

          obtain the withdrawal or lifting of such order at the earliest 

          possible time; 

 

               (iv) subject to Section 6(c)(i), if any fact or event 

          contemplated by Section 6(c)(iii)(D) above shall exist or have 

          occurred, prepare a supplement or post-effective amendment to the 

          Registration Statement or related Prospectus or any document 

          incorporated therein by reference or file any other required document 

          so that, as thereafter delivered to the purchasers of Transfer 

          Restricted Securities, the Prospectus will not contain an untrue 

          statement of a material fact or omit to state any material fact 

          necessary to make the statements therein, in the light of the 

          circumstances under which they were made, not misleading; 

 

               (v) furnish to each Holder in connection with such exchange or 

          sale, if any, before filing with the Commission, copies of any 

          Registration Statement or any Prospectus included therein or any 

          amendments or supplements to any such Registration Statement or 

          Prospectus (including all documents incorporated by 
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          reference after the initial filing of such Registration Statement), 

          which documents will be subject to the review and comment of such 

          Holders in connection with such sale, if any, for a period of at least 

          five Business Days, and the Issuers will not file any such 

          Registration Statement or Prospectus or any amendment or supplement to 

          any such Registration Statement or Prospectus (including all such 

          documents incorporated by reference) to which such Holders shall 

          reasonably object within five Business Days after the receipt thereof. 

          A Holder shall be deemed to have reasonably objected to such filing if 

          such Registration Statement, amendment, Prospectus or supplement, as 

          applicable, as proposed to be filed, contains an untrue statement of a 

          material fact or omits to state any material fact necessary to make 

          the statements therein not misleading or fails to comply with the 

          applicable requirements of the Act; 

 

               (vi) promptly provide, prior to the filing of any document that 

          is to be incorporated by reference into a Registration Statement or 

          Prospectus, copies of such document to each Holder in connection with 

          such exchange or sale, if any, make the Issuers' and the Subsidiary 

          Guarantors' representatives available for discussion of such document 

          and other customary due diligence matters, and include such 

          information in such document prior to the filing thereof as such 

          Holders may reasonably request; 

 

               (vii) make available, at reasonable times, for inspection by each 

          Holder and any attorney or accountant retained by such Holders, all 

          financial and other records, and pertinent corporate documents of the 

          Issuers and the Subsidiary Guarantors and cause the Issuers' and the 

          Subsidiary Guarantors' officers, directors and employees to supply all 

          information reasonably requested by any such Holder, attorney or 

          accountant in connection with such Registration Statement or any 

          post-effective amendment thereto subsequent to the filing thereof and 

          prior to its effectiveness; 

 

               (viii) if requested by any Holders in connection with such 

          exchange or sale, promptly include in any Registration Statement or 

          Prospectus, pursuant to a supplement or post-effective amendment if 

          necessary, such information as such Holders may reasonably request to 

          have included therein, including, without limitation, information 

          relating to the "Plan of Distribution" of the Transfer Restricted 

          Securities; and make all required filings of such Prospectus 

          supplement or post-effective amendment as soon as practicable after 

          the Issuers are notified of the matters to be included in such 

          Prospectus supplement or post-effective amendment; 

 

               (ix) furnish to each Holder in connection with such exchange or 

          sale, without charge, at least one copy of the Registration Statement, 

          as first filed with the Commission, and of each amendment thereto, 

          including all documents incorporated by reference therein and all 

          exhibits (including exhibits incorporated therein by reference); 

 

 

 

                                       11 

 

 

 



 

 

 

 

               (x) deliver to each Holder without charge, as many copies of the 

          Prospectus (including each preliminary prospectus) and any amendment 

          or supplement thereto as such Persons reasonably may request; the 

          Issuers and the Subsidiary Guarantors hereby consent to the use (in 

          accordance with law) of the Prospectus and any amendment or supplement 

          thereto by each selling Holder in connection with the offering and the 

          sale of the Transfer Restricted Securities covered by the Prospectus 

          or any amendment or supplement thereto; 

 

               (xi) upon the request of any Holder, enter into such agreements 

          (including underwriting agreements) and make such representations and 

          warranties and take all such other actions in connection therewith in 

          order to expedite or facilitate the disposition of the Transfer 

          Restricted Securities pursuant to any applicable Registration 

          Statement contemplated by this Agreement as may be reasonably 

          requested by any Holder in connection with any sale or resale pursuant 

          to any applicable Registration Statement. In such connection, the 

          Issuers and the Subsidiary Guarantors shall: 

 

                    (A) upon request of any Holder, furnish (or in the case of 

               paragraphs (2) and (3), use their best efforts to cause to be 

               furnished) to each Holder, upon Consummation of the Exchange 

               Offer or upon the effectiveness of the Shelf Registration 

               Statement, as the case may be: 

 

                         (1) a certificate, dated such date, signed on behalf of 

                    the Issuers and each Subsidiary Guarantor by (x) the 

                    President or any Vice President and (y) a principal 

                    financial or accounting officer of each of the Issuers and 

                    each Subsidiary Guarantor, confirming, as of the date 

                    thereof, the matters set forth in Sections 6(aa), 9(a) and 

                    9(b) of the Purchase Agreement and such other similar 

                    matters as such Holders may reasonably request; 

 

                         (2) an opinion, dated the date of Consummation of the 

                    Exchange Offer or the date of effectiveness of the Shelf 

                    Registration Statement, as the case may be, of counsel for 

                    the Issuers and the Subsidiary Guarantors covering matters 

                    similar to those set forth in paragraph (e) of Section 9 of 

                    the Purchase Agreement and such other matters as such Holder 

                    may reasonably request, and in any event including a 

                    statement to the effect that such counsel has participated 

                    in conferences with officers and other representatives of 

                    the Issuers and the Subsidiary Guarantors, and 

                    representatives of the independent public accountants for 

                    the Issuers and the Subsidiary Guarantors and have 

                    considered the matters required to be stated therein and the 

                    statements contained therein, although such counsel has not 

                    independently verified the accuracy, completeness or 

                    fairness of such statements; and that such counsel advises 

                    that, on the basis of the foregoing, no facts came to such 

                    counsel's attention that caused such counsel to believe that 

                    the applicable Registration Statement, at the time such 
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                    Registration Statement or any post-effective amendment 

                    thereto became effective and, in the case of the Exchange 

                    Offer Registration Statement, as of the date of Consummation 

                    of the Exchange Offer, contained an untrue statement of a 

                    material fact or omitted to state a material fact required 

                    to be stated therein or necessary to make the statements 

                    therein not misleading, or that the Prospectus contained in 

                    such Registration Statement as of its date and, in the case 

                    of the opinion dated the date of Consummation of the 

                    Exchange Offer, as of the date of Consummation, contained an 

                    untrue statement of a material fact or omitted to state a 

                    material fact required to be stated therein or necessary in 

                    order to make the statements therein, in the light of the 

                    circumstances under which they were made, not misleading. 

                    Without limiting the foregoing, such counsel may state 

                    further that such counsel assumes no responsibility for, and 

                    has not independently verified, the accuracy, completeness 

                    or fairness of the financial statements, notes and schedules 

                    and other financial data included in any Registration 

                    Statement contemplated by this Agreement or the related 

                    Prospectus; and 

 

                         (3) a customary comfort letter, dated the date of 

                    Consummation of the Exchange Offer, or as of the date of 

                    effectiveness of the Shelf Registration Statement, as the 

                    case may be, from the Issuers' independent accountants, in 

                    the customary form and covering matters of the type 

                    customarily covered in comfort letters to underwriters in 

                    connection with underwritten offerings, and affirming the 

                    matters set forth in the comfort letters delivered pursuant 

                    to Section 9(g) of the Purchase Agreement; and 

 

                    (B) deliver such other documents and certificates as may be 

               reasonably requested by the selling Holders to evidence 

               compliance with the matters covered in clause (A) above and with 

               any customary conditions contained in any agreement entered into 

               by the Issuers and the Subsidiary Guarantors pursuant to this 

               clause (xi); 
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               (xii) prior to any public offering of Transfer Restricted 

          Securities, cooperate with the selling Holders and their counsel in 

          connection with the registration and qualification of the Transfer 

          Restricted Securities under the securities or Blue Sky laws of such 

          jurisdictions as the selling Holders may request and do any and all 

          other acts or things necessary or advisable to enable the disposition 

          in such jurisdictions of the Transfer Restricted Securities covered by 

          the applicable Registration Statement; provided, however, that neither 

          the Issuers nor any Subsidiary Guarantor shall be required to register 

          or qualify as a foreign corporation where it is not now so qualified 

          or to take any action that would subject it to the service of process 

          in suits or to taxation, other than as to matters and transactions 

          relating to the Registration Statement, in any jurisdiction where it 

          is not now so subject; 

 

               (xiii) in connection with any sale of Transfer Restricted 

          Securities that will result in such securities no longer being 

          Transfer Restricted Securities, cooperate with the Holders to 

          facilitate the timely preparation and delivery of certificates 

          representing Transfer Restricted Securities to be sold and not bearing 

          any restrictive legends; and to register such Transfer Restricted 

          Securities in such denominations and such names as the selling Holders 

          may request at least two Business Days prior to such sale of Transfer 

          Restricted Securities; 

 

               (xiv) use their respective best efforts to cause the disposition 

          of the Transfer Restricted Securities covered by the Registration 

          Statement to be registered with or approved by such other governmental 

          agencies or authorities as may be necessary to enable the seller or 

          sellers thereof to consummate the disposition of such Transfer 

          Restricted Securities, subject to the proviso contained in clause 

          (xii) above; 

 

               (xv) provide a CUSIP number for all Transfer Restricted 

          Securities not later than the effective date of a Registration 

          Statement covering such Transfer Restricted Securities and provide the 

          Trustee under the Indenture with printed certificates for the Transfer 

          Restricted Securities which are in a form eligible for deposit with 

          The Depository Trust Company; 

 

               (xvi) otherwise use their respective best efforts to comply with 

          all applicable rules and regulations of the Commission, and make 

          generally available to their security holders with regard to any 

          applicable Registration Statement, as soon as practicable, a 

          consolidated earnings statement meeting the requirements of Rule 158 

          (which need not be audited) covering a twelve-month period beginning 

          after the effective date of the Registration Statement (as such term 

          is defined in paragraph (c) of Rule 158 under the Act); 

 

               (xvii) cause the Indenture to be qualified under the TIA not 

          later than the effective date of the first Registration Statement 

          required by this Agreement and, in connection therewith, cooperate 

          with the Trustee and the Holders to effect such changes to the 

          Indenture as may be required for such Indenture to be so qualified in 

          accordance with the terms of the TIA; and execute and use its best 

          efforts to 
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          cause the Trustee to execute, all documents that may be required to 

          effect such changes and all other forms and documents required to be 

          filed with the Commission to enable such Indenture to be so qualified 

          in a timely manner; and 

 

               (xviii) provide promptly to each Holder, upon request, each 

          document filed with the Commission pursuant to the requirements of 

          Section 13 or Section 15(d) of the Exchange Act. 

 

          (d) Restrictions on Holders. Each Holder agrees by acquisition of a 

     Transfer Restricted Security that, upon receipt of the notice referred to 

     in Section 6(c)(iii)(C) or any notice from the Issuers of the existence of 

     any fact of the kind described in Section 6(c)(iii)(D) hereof (in each 

     case, a "Suspension Notice"), such Holder will forthwith discontinue 

     disposition of Transfer Restricted Securities pursuant to the applicable 

     Registration Statement until (i) such Holder has received copies of the 

     supplemented or amended Prospectus contemplated by Section 6(c)(iv) hereof, 

     or (ii) such Holder is advised in writing by the Issuers that the use of 

     the Prospectus may be resumed, and has received copies of any additional or 

     supplemental filings that are incorporated by reference in the Prospectus 

     (in each case, the "Recommencement Date"). Each Holder receiving a 

     Suspension Notice hereby agrees that it will either (i) destroy any 

     Prospectuses, other than permanent file copies, then in such Holder's 

     possession which have been replaced by the Issuers with more recently dated 

     Prospectuses or (ii) deliver to the Issuers (at the Issuers' expense) all 

     copies, other than permanent file copies, then in such Holder's possession 

     of the Prospectus covering such Transfer Restricted Securities that was 

     current at the time of receipt of the Suspension Notice. The time period 

     regarding the effectiveness of such Registration Statement set forth in 

     Section 3 or 4 hereof, as applicable, shall be extended by a number of days 

     equal to the number of days in the period from and including the date of 

     delivery of the Suspension Notice to the date of delivery of the 

     Recommencement Date. 

 

          (e) Effectiveness of Registration Statement. Notwithstanding anything 

     to the contrary contained in this Agreement, the obligation of the Issuers 

     and the Subsidiary Guarantors hereunder to maintain the effectiveness of 

     any Registration Statement and any related Prospectus may be suspended, 

     without default or penalty to the Issuers or the Subsidiary Guarantors, for 

     one or more periods of time as may be required with respect to such 

     Registration Statement if (A) the Board of Directors of the General Partner 

     shall have determined that the offering and sales under the Registration 

     Statement, the filing of such Registration Statement or the maintenance of 

     its effectiveness would require disclosure of or would interfere in any 

     material respect with any material financing, acquisition, merger, offering 

     or other transaction involving the Issuers or the Subsidiary Guarantors or 

     would otherwise require disclosure of nonpublic information that could 

     materially and adversely affect the Issuers or the Subsidiary Guarantors or 

     (B) the Issuers are required by any state or federal securities laws to 

     file an amendment or supplement to such Registration Statement for the 

     purpose of incorporating quarterly or annual information, which is not 

     automatically effective. Further, the Issuers and the Subsidiary Guarantors 

     shall be deemed to have used their respective best efforts to keep any 

     Registration Statement continuously effective if either (A) or (B) above 

     has occurred. 
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     Section 7. Registration Expenses. 

 

          (a) All expenses incident to the Issuers' and the Subsidiary 

     Guarantors' performance of or compliance with this Agreement will be borne 

     by the Issuers, regardless of whether a Registration Statement becomes 

     effective, including without limitation: (i) all registration and filing 

     fees and expenses; (ii) all fees and expenses of compliance with federal 

     securities and state Blue Sky or securities laws; (iii) all expenses of 

     printing (including printing certificates for the Series B Notes to be 

     issued in the Exchange Offer and printing of Prospectuses), messenger and 

     delivery services and telephone; (iv) all fees and disbursements of counsel 

     for the Issuers, the Subsidiary Guarantors and the Holders of Transfer 

     Restricted Securities; (v) all application and filing fees in connection 

     with listing the Series B Notes on a national securities exchange or 

     automated quotation system pursuant to the requirements hereof; and (vi) 

     all fees and disbursements of independent certified public accountants of 

     the Issuers and the Subsidiary Guarantors (including the expenses of any 

     special audit and comfort letters required by or incident to such 

     performance). 

 

          The Issuers will, in any event, bear their and the Subsidiary 

     Guarantors' internal expenses (including, without limitation, all salaries 

     and expenses of its officers and employees performing legal or accounting 

     duties), the expenses of any annual audit and the fees and expenses of any 

     Person, including special experts, retained by the Issuers or the 

     Subsidiary Guarantors. 

 

          (b) In connection with any Registration Statement required by this 

     Agreement (including, without limitation, the Exchange Offer Registration 

     Statement and the Shelf Registration Statement), the Issuers and the 

     Subsidiary Guarantors will reimburse the Initial Purchasers and the Holders 

     of Transfer Restricted Securities who are tendering Series A Notes in the 

     Exchange Offer and/or selling or reselling Series A Notes or Series B Notes 

     pursuant to the "Plan of Distribution" contained in the Exchange Offer 

     Registration Statement or the Shelf Registration Statement, as applicable, 

     for the reasonable fees and disbursements of not more than one counsel, who 

     shall be Simpson Thacher & Bartlett, unless another firm shall be chosen by 

     the Holders of a majority in principal amount of the Transfer Restricted 

     Securities for whose benefit such Registration Statement is being prepared. 

 

     Section 8. Indemnification. 

 

          (a) The Issuers and the Subsidiary Guarantors agree, jointly and 

     severally, to indemnify and hold harmless each Holder, its directors, 

     officers and each Person, if any, who controls such Holder (within the 

     meaning of Section 15 of the Act or Section 20 of the Exchange Act), from 

     and against any and all losses, claims, damages, liabilities or judgments 

     (including without limitation, any legal or other expenses incurred in 

     connection with investigating or defending any matter, including any action 

     that could give rise to any such losses, claims, damages, liabilities or 

     judgments) caused by any untrue statement or alleged untrue statement of a 

     material fact contained in any Registration Statement, preliminary 

     prospectus or Prospectus (or any amendment or supplement thereto) provided 

     by the Issuers to any Holder or any prospective purchaser 

 

 

                                       16 

 

 

 



 

 

 

 

     of Series B Notes or registered Series A Notes, or caused by any omission 

     or alleged omission to state therein a material fact required to be stated 

     therein or necessary to make the statements therein not misleading, except 

     insofar as such losses, claims, damages, liabilities or judgments are 

     caused by an untrue statement or omission or alleged untrue statement or 

     omission that is based upon information relating to any of the Holders 

     furnished in writing to the Issuers by any of the Holders. 

 

          (b) Each Holder of Transfer Restricted Securities agrees, severally 

     and not jointly, to indemnify and hold harmless the Issuers and the 

     Subsidiary Guarantors, and their respective directors and officers, and 

     each Person, if any, who controls (within the meaning of Section 15 of the 

     Act or Section 20 of the Exchange Act) the Issuers or the Subsidiary 

     Guarantors, to the same extent as the foregoing indemnity from the Issuers 

     and the Subsidiary Guarantors set forth in Section 8(a) above, but only 

     with reference to information relating to such Holder furnished in writing 

     to the Issuers by such Holder expressly for use in any Registration 

     Statement. In no event shall any Holder, its directors, officers or any 

     Person who controls such Holder be liable or responsible for any amount in 

     excess of the amount by which the total amount received by such Holder with 

     respect to its sale of Transfer Restricted Securities pursuant to a 

     Registration Statement exceeds (i) the amount paid by such Holder for such 

     Transfer Restricted Securities and (ii) the amount of any damages that such 

     Holder, its directors, officers or any Person who controls such Holder has 

     otherwise been required to pay by reason of such untrue or alleged untrue 

     statement or omission or alleged omission. 

 

          (c) In case any action shall be commenced involving any Person in 

     respect of which indemnity may be sought pursuant to Section 8(a) or 8(b) 

     (the "indemnified party"), the indemnified party shall promptly notify the 

     Person against whom such indemnity may be sought (the "indemnifying 

     person") in writing and the indemnifying party shall assume the defense of 

     such action, including the employment of counsel reasonably satisfactory to 

     the indemnified party and the payment of all fees and expenses of such 

     counsel, as incurred (except that in the case of any action in respect of 

     which indemnity may be sought pursuant to both Sections 8(a) and 8(b), a 

     Holder shall not be required to assume the defense of such action pursuant 

     to this Section 8(c), but may employ separate counsel and participate in 

     the defense thereof, but the fees and expenses of such counsel, except as 

     provided below, shall be at the expense of the Holder). Any indemnified 

     party shall have the right to employ separate counsel in any such action 

     and participate in the defense thereof, but the fees and expenses of such 

     counsel shall be at the expense of the indemnified party unless (i) the 

     employment of such counsel shall have been specifically authorized in 

     writing by the indemnifying party, (ii) the indemnifying party shall have 

     failed to assume the defense of such action or employ counsel reasonably 

     satisfactory to the indemnified party or (iii) the named parties to any 

     such action (including any impleaded parties) include both the indemnified 

     party and the indemnifying party, and the indemnified party shall have been 

     advised by such counsel that there may be one or more legal defenses 

     available to it which are different from or additional to those available 

     to the indemnifying party (in which case the indemnifying party shall not 

     have the right to assume the defense of such action on behalf of the 

     indemnified party). In any such case, the indemnifying party shall not, in 

     connection with any one action or separate but substantially similar or 

     related actions in the same 
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     jurisdiction arising out of the same general allegations or circumstances, 

     be liable for the fees and expenses of more than one separate firm of 

     attorneys (in addition to any local counsel) for all indemnified parties 

     and all such fees and expenses shall be reimbursed as they are incurred. 

     Such firm shall be designated in writing by a majority of the Holders, in 

     the case of the parties indemnified pursuant to Section 8(a), and by the 

     Issuers and Subsidiary Guarantors, in the case of parties indemnified 

     pursuant to Section 8(b). The indemnifying party shall indemnify and hold 

     harmless the indemnified party from and against any and all losses, claims, 

     damages, liabilities and judgments by reason of any settlement of any 

     action (i) effected with its written consent or (ii) effected without its 

     written consent if the settlement is entered into more than twenty Business 

     Days after the indemnifying party shall have received a request from the 

     indemnified party for reimbursement for the fees and expenses of counsel 

     (in any case where such fees and expenses are at the expense of the 

     indemnifying party) and, prior to the date of such settlement, the 

     indemnifying party shall have failed to comply with such reimbursement 

     request. No indemnifying party shall, without the prior written consent of 

     the indemnified party, effect any settlement or compromise of, or consent 

     to the entry of judgment with respect to, any pending or threatened action 

     in respect of which the indemnified party is or could have been a party and 

     indemnity or contribution may be or could have been sought hereunder by the 

     indemnified party, unless such settlement, compromise or judgment (i) 

     includes an unconditional release of the indemnified party from all 

     liability on claims that are or could have been the subject matter of such 

     action and (ii) does not include a statement as to or an admission of 

     fault, culpability or a failure to act, by or on behalf of the indemnified 

     party. 

 

          (d) To the extent that the indemnification provided for in this 

     Section 8 is unavailable to an indemnified party in respect of any losses, 

     claims, damages, liabilities or judgments referred to therein, then each 

     indemnifying party, in lieu of indemnifying such indemnified party, shall 

     contribute to the amount paid or payable by such indemnified party as a 

     result of such losses, claims, damages, liabilities or judgments (i) in 

     such proportion as is appropriate to reflect the relative benefits received 

     by the Issuers and the Subsidiary Guarantors, on the one hand, and the 

     Holders, on the other hand, from their sale of Transfer Restricted 

     Securities or (ii) if the allocation provided by clause 8(d)(i) is not 

     permitted by applicable law, in such proportion as is appropriate to 

     reflect not only the relative benefits referred to in clause 8(d)(i) above 

     but also the relative fault of the Issuers and the Subsidiary Guarantors, 

     on the one hand, and of the Holder, on the other hand, in connection with 

     the statements or omissions which resulted in such losses, claims, damages, 

     liabilities or judgments, as well as any other relevant equitable 

     considerations. The relative fault of the Issuers and the Subsidiary 

     Guarantors, on the one hand, and of the Holder, on the other hand, shall be 

     determined by reference to, among other things, whether the untrue or 

     alleged untrue statement of a material fact or the omission or alleged 

     omission to state a material fact relates to information supplied by the 

     Issuers or such Subsidiary Guarantor, on the one hand, or by the Holder, on 

     the other hand, and the parties' relative intent, knowledge, access to 

     information and opportunity to correct or prevent such statement or 

     omission. 

 

          The Issuers, the Subsidiary Guarantors and each Holder agree that it 

     would not be just and equitable if contribution pursuant to this Section 

     8(d) were determined by pro 
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     rata allocation (even if the Holders were treated as one entity for such 

     purpose) or by any other method of allocation which does not take account 

     of the equitable considerations referred to in the immediately preceding 

     paragraph. The amount paid or payable by an indemnified party as a result 

     of the losses, claims, damages, liabilities or judgments referred to in the 

     immediately preceding paragraph shall be deemed to include, subject to the 

     limitations set forth above, any legal or other expenses incurred by such 

     indemnified party in connection with investigating or defending any matter, 

     including any action that could have given rise to such losses, claims, 

     damages, liabilities or judgments. Notwithstanding the provisions of this 

     Section 8, no Holder, its directors, its officers or any Person, if any, 

     who controls such Holder shall be required to contribute, in the aggregate, 

     any amount in excess of the amount by which the total received by such 

     Holder with respect to the sale of Transfer Restricted Securities pursuant 

     to a Registration Statement exceeds (i) the amount paid by such Holder for 

     such Transfer Restricted Securities and (ii) the amount of any damages 

     which such Holder has otherwise been required to pay by reason of such 

     untrue or alleged untrue statement or omission or alleged omission. No 

     Person guilty of fraudulent misrepresentation (within the meaning of 

     Section 11(f) of the Act) shall be entitled to contribution from any Person 

     who was not guilty of such fraudulent misrepresentation. The Holders' 

     obligations to contribute pursuant to this Section 8(d) are several in 

     proportion to the respective principal amount of Transfer Restricted 

     Securities held by each Holder hereunder and not joint. 

 

     Section 9. Rule 144A and Rule 144. The Issuers and each Subsidiary 

Guarantor agree with each Holder, for so long as any Transfer Restricted 

Securities remain outstanding and during any period in which the Issuers or such 

Subsidiary Guarantor (i) is not subject to Section 13 or 15(d) of the Exchange 

Act, to make available, upon request of any Holder, to such Holder or beneficial 

owner of Transfer Restricted Securities in connection with any sale thereof and 

any prospective purchaser of such Transfer Restricted Securities designated by 

such Holder or beneficial owner, the information required by Rule 144A(d)(4) 

under the Act in order to permit resales of such Transfer Restricted Securities 

pursuant to Rule 144A, and (ii) is subject to Section 13 or 15(d) of the 

Exchange Act, to make all filings required thereby in a timely manner in order 

to permit resales of such Transfer Restricted Securities pursuant to Rule 144. 

 

     Section 10. Miscellaneous. 

 

          (a) Remedies. The Issuers and the Subsidiary Guarantors acknowledge 

     and agree that any failure by the Issuers and/or the Subsidiary Guarantors 

     to comply with their respective obligations under Sections 3 and 4 hereof 

     may result in material irreparable injury to the Initial Purchasers or the 

     Holders for which there is no adequate remedy at law, that it will not be 

     possible to measure damages for such injuries precisely and that, in the 

     event of any such failure, the Initial Purchasers or any Holder may obtain 

     such relief as may be required to specifically enforce the Issuers' and the 

     Subsidiary Guarantors' obligations under Sections 3 and 4 hereof. The 

     Issuers and the Subsidiary Guarantors further agree to waive the defense in 

     any action for specific performance that a remedy at law would be adequate. 

 

          (b) No Inconsistent Agreements. Neither the Issuers nor any Subsidiary 

     Guarantor will, on or after the date of this Agreement, enter into any 

     agreement with 
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     respect to its securities that is inconsistent with the rights granted to 

     the Holders in this Agreement or otherwise conflicts with the provisions 

     hereof. Neither the Issuers nor any Subsidiary Guarantor have previously 

     entered into any agreement granting any registration rights with respect to 

     its securities to any Person other than the registration rights (i) of El 

     Paso Energy Partners Company and its affiliates in Section 6.14 of the 

     Partnership Agreement, (ii) of EPEC Deepwater Gathering Company ("EPEC") 

     and its successors pursuant to a registration rights agreement between EPEC 

     and the Partnership which was executed in connection with the acquisition 

     by the Partnership of an additional interest in Viosca Knoll Gathering 

     Company, (iii) of Crystal Gas Storage, Inc. ("Crystal") pursuant to the 

     registration rights agreement dated as of August 28, 2000 between Crystal 

     and the Partnership which was executed in connection with the acquisition 

     by the Partnership of the Crystal storage facilities, (iv) granted under 

     the Partnership Credit Facility (as amended, restated and otherwise 

     supplemented through the date hereof) and related agreements, (v) of the 

     General Partner and its affiliates in Section 6.14 of the Partnership 

     Agreement and in the registration rights agreement executed in connection 

     with the November 2002 acquisition by the Partnership of the San Juan 

     assets and (vi) granted pursuant to this Agreement. The rights granted to 

     the Holders hereunder do not in any way conflict with and are not 

     inconsistent with the rights granted to the holders of the Issuers' and the 

     Subsidiary Guarantors' securities under any agreement in effect on the date 

     hereof. 

 

          (c) Amendments and Waivers. The provisions of this Agreement may not 

     be amended, modified or supplemented, and waivers or consents to or 

     departures from the provisions hereof may not be given unless (i) in the 

     case of Section 5 hereof and this Section 10(c)(i), the Issuers have 

     obtained the written consent of Holders of all outstanding Transfer 

     Restricted Securities and (ii) in the case of all other provisions hereof, 

     the Issuers have obtained the written consent of Holders of a majority of 

     the outstanding principal amount of Transfer Restricted Securities 

     (excluding Transfer Restricted Securities held by the Issuers or their 

     Affiliates). Notwithstanding the foregoing, a waiver or consent to 

     departure from the provisions hereof that relates exclusively to the rights 

     of Holders whose Transfer Restricted Securities are being tendered pursuant 

     to the Exchange Offer, and that does not affect directly or indirectly the 

     rights of other Holders whose Transfer Restricted Securities are not being 

     tendered pursuant to such Exchange Offer, may be given by the Holders of a 

     majority of the outstanding principal amount of Transfer Restricted 

     Securities subject to such Exchange Offer. 

 

          (d) Third Party Beneficiary. The Holders shall be third party 

     beneficiaries to the agreements made hereunder between the Issuers and the 

     Subsidiary Guarantors, on the one hand, and the Initial Purchasers, on the 

     other hand, and shall have the right to enforce such agreements directly to 

     the extent they may deem such enforcement necessary or advisable to protect 

     its rights or the rights of Holders hereunder. 

 

          (e) Notices. All notices and other communications provided for or 

     permitted hereunder shall be made in writing by hand-delivery, first-class 

     mail (registered or certified, return receipt requested), telex, 

     telecopier, or air courier guaranteeing overnight delivery: 
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               (i) if to a Holder, at the address set forth on the records of 

          the Registrar under the Indenture, with a copy to the Registrar under 

          the Indenture; and 

 

               (ii) if to the Issuers or the Subsidiary Guarantors: 

 

                    El Paso Energy Partners, L.P. 

                    4 Greenway Plaza 

                    Houston, Texas 77046 

                    Telecopier No.: (713) 420-5477 

                    Attention: Chief Financial Officer 

 

                    With a copy to: 

 

                    Akin, Gump, Strauss, Hauer & Feld, L.L.P. 

                    711 Louisiana Street, Suite 1900 

                    Houston, Texas 77002 

                    Telecopier No.: (713) 236-0822 

                    Attention: J.  Vincent Kendrick 

 

               All such notices and communications shall be deemed to have been 

          duly given: at the time delivered by hand, if personally delivered; 

          five Business Days after being deposited in the mail, postage prepaid, 

          if mailed; when receipt acknowledged, if telecopied; and on the next 

          Business Day, if timely delivered to an air courier guaranteeing 

          overnight delivery. 

 

               Copies of all such notices, demands or other communications shall 

          be concurrently delivered by the Person giving the same to the Trustee 

          at the address specified in the Indenture. 
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               (f) Successors and Assigns. This Agreement shall inure to the 

          benefit of and be binding upon the successors and assigns of each of 

          the parties, including without limitation and without the need for an 

          express assignment, subsequent Holders; provided, that nothing herein 

          shall be deemed to permit any assignment, transfer or other 

          disposition of Transfer Restricted Securities in violation of the 

          terms hereof or of the Purchase Agreement or the Indenture. If any 

          transferee of any Holder shall acquire Transfer Restricted Securities 

          in any manner, whether by operation of law or otherwise, such Transfer 

          Restricted Securities shall be held subject to all of the terms of 

          this Agreement, and by taking and holding such Transfer Restricted 

          Securities such Person shall be conclusively deemed to have agreed to 

          be bound by and to perform all of the terms and provisions of this 

          Agreement, including the restrictions on resale set forth in this 

          Agreement and, if applicable, the Purchase Agreement, and such Person 

          shall be entitled to receive the benefits hereof. 

 

               (g) Counterparts. This Agreement may be executed in any number of 

          counterparts and by the parties hereto in separate counterparts, each 

          of which when so executed shall be deemed to be an original and all of 

          which taken together shall constitute one and the same agreement. 

 

               (h) Headings. The headings in this Agreement are for convenience 

          of reference only and shall not limit or otherwise affect the meaning 

          hereof. 

 

               (i) Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY AND 

          CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. 

 

               (j) Severability. In the event that any one or more of the 

          provisions contained herein, or the application thereof in any 

          circumstance, is held invalid, illegal or unenforceable, the validity, 

          legality and enforceability of any such provision in every other 

          respect and of the remaining provisions contained herein shall not be 

          affected or impaired thereby. 

 

               (k) Entire Agreement. This Agreement is intended by the parties 

          as a final expression of their agreement and intended to be a complete 

          and exclusive statement of the agreement and understanding of the 

          parties hereto in respect of the subject matter contained herein. 

          There are no restrictions, promises, warranties or undertakings, other 

          than those set forth or referred to herein with respect to the 

          registration rights granted with respect to the Transfer Restricted 

          Securities. This Agreement supersedes all prior agreements and 

          understandings between the parties with respect to such subject 

          matter. 

 

 

                                      **** 
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     IN WITNESS WHEREOF, the parties have executed this Agreement as of the date 

first written above. 

 

                               Issuers: 

 

                               EL PASO ENERGY PARTNERS, L.P. 

 

 

 

                               By: /s/ Keith Forman 

                               ------------------------------------------------- 

                               Name: Keith Forman 

                               Title: Vice President and Chief Financial Officer 

 

 

 

                               EL PASO ENERGY PARTNERS FINANCE CORPORATION 

 

 

 

                               By: /s/ Keith Forman 

                               ------------------------------------------------- 

                               Name: Keith Forman 

                               Title: Vice President and Chief Financial Officer 

 

 

 



 

 

 

 

 

Subsidiary Guarantors: 

 

CRYSTAL HOLDING, L.L.C.* 

CHACO LIQUIDS PLANT TRUST 

   By: EL PASO ENERGY PARTNERS OPERATING 

         COMPANY, L.L.C., in its capacity as trustee of the 

         Chaco Liquids Plant Trust* 

EL PASO ENERGY INTRASTATE, L.P.* 

EL PASO ENERGY PARTNERS OIL TRANSPORT, L.L.C.* 

EL PASO ENERGY PARTNERS OPERATING 

         COMPANY, L.L.C.* 

EL PASO ENERGY WARWINK I COMPANY, L.P.* 

EL PASO ENERGY WARWINK II COMPANY, L.P.* 

EL PASO OFFSHORE GATHERING & TRANSMISSION, L.P.* 

EL PASO SOUTH TEXAS, L.P.* 

EPGT TEXAS PIPELINE, L.P.* 

EPN ALABAMA INTRASTATE, L.L.C.* 

EPN FIELD SERVICES, L.L.C.* 

EPN GATHERING AND TREATING COMPANY, L.P.* 

EPN GATHERING AND TREATING GP HOLDING, L.L.C.* 

EPN GP HOLDING, L.L.C.* 

EPN GP HOLDING I, L.L.C.* 

EPN GULF COAST, L.P.* 

EPN HOLDING COMPANY, L.P.* 

EPN HOLDING COMPANY I, L.P.* 

EPN NGL STORAGE, L.L.C.* 

EPN PIPELINE GP HOLDING, L.L.C.* 

FIRST RESERVE GAS, L.L.C.* 

FLEXTREND DEVELOPMENT COMPANY, L.L.C.* 

HATTIESBURG GAS STORAGE COMPANY* 

   By: FIRST RESERVE GAS, L.L.C., in its capacity as 50% general partner of 

      Hattiesburg Gas Storage Company* 

   By: HATTIESBURG INDUSTRIAL GAS SALES, L.L.C., in its capacity as 50% 

      general partner of Hattiesburg Gas Storage Company* 

HATTIESBURG INDUSTRIAL GAS SALES, L.L.C.* 

HIGH ISLAND OFFSHORE SYSTEM, L.L.C. 

   By: EL PASO ENERGY PARTNERS, L.P., 

      its sole member* 

MANTA RAY GATHERING COMPANY, L.L.C.* 

PETAL GAS STORAGE, L.L.C.* 

POSEIDON PIPELINE COMPANY, L.L.C.* 

WARWINK GATHERING AND TREATING COMPANY* 

   By: EL PASO ENERGY WARWINK I COMPANY, L.P., in its capacity as 99% 

       general partner of Warwink Gathering and Treating Company* 

   By: EL PASO ENERGY WARWINK II COMPANY, L.P., in its capacity as 1% 

       general partner of Warwink Gathering and Treating Company* 

 

 

*By: /s/ Keith Forman 

- ------------------------------------------------- 

Name: Keith Forman 

Title: Vice President and Chief Financial Officer 

 

 



 

 

 

 

                       Initial Purchasers: 

 

                       J.P. MORGAN SECURITIES INC. 

                       GOLDMAN, SACHS & CO. 

                       UBS WARBURG LLC 

                       WACHOVIA SECURITIES, INC. 

 

                       By: J.P. MORGAN SECURITIES INC. 

 

 

                       By: /s/ Adam Bernard 

                           -------------------- 

 

                           Name: Adam Bernard 

                           Title: Vice President 

 

 



 

 

 

 

 

                                   SCHEDULE A 

 

 

 

 

    NAME OF SUBSIDIARY GUARANTOR                      STATE OF ORGANIZATION 

    ----------------------------                      --------------------- 

 

Chaco Liquids Plant Trust                                 Massachusetts 

Crystal Holding, L.L.C.                                      Delaware 

El Paso Energy Intrastate, L.P.                              Delaware 

El Paso Energy Partners Oil Transport, L.L.C.                Delaware 

El Paso Energy Partners Operating Company, L.L.C.            Delaware 

El Paso Energy Warwink I Company, L.P.                       Delaware 

El Paso Energy Warwink II Company, L.P.                      Delaware 

El Paso Offshore Gathering & Transmission, L.P.              Delaware 

El Paso South Texas, L.P.                                    Delaware 

EPGT Texas Pipeline, L.P.                                    Delaware 

EPN Alabama Intrastate, L.L.C.                               Delaware 

EPN Field Services, L.L.C.                                   Delaware 

EPN Gathering and Treating Company, L.P.                     Delaware 

EPN Gathering and Treating GP Holding, L.L.C.                Delaware 

EPN GP Holding, L.L.C.                                       Delaware 

EPN GP Holding I, L.L.C.                                     Delaware 

EPN Gulf Coast, L.P.                                         Delaware 

EPN Holding Company, L.P.                                    Delaware 

EPN Holding Company I, L.P.                                  Delaware 

EPN NGL Storage, L.L.C.                                      Delaware 

EPN Pipeline GP Holding, L.L.C.                              Delaware 

First Reserve Gas, L.L.C.                                    Delaware 

Flextrend Development Company, L.L.C.                        Delaware 

Hattiesburg Gas Storage Company                              Delaware 

Hattiesburg Industrial Gas Sales, L.L.C.                     Delaware 

High Island Offshore System, L.L.C.                          Delaware 

Manta Ray Gathering Company, L.L.C.                          Delaware 

Petal Gas Storage, L.L.C.                                    Delaware 

Poseidon Pipeline Company, L.L.C.                            Delaware 

Warwink Gathering and Treating Company                        Texas 

 

 



 

                                                                     EXHIBIT 4.K 

 

                         EL PASO ENERGY PARTNERS, L.P., 

            EL PASO ENERGY PARTNERS FINANCE CORPORATION, as Issuers, 

 

 

 

             THE SUBSIDIARIES NAMED HEREIN, as Subsidiary Guarantors 

 

 

 

                                       And 

 

 

 

                         JPMORGAN CHASE BANK, as Trustee 

 

 

 

               8 1/2% Series A Senior Subordinated Notes due 2010 

               8 1/2% Series B Senior Subordinated Notes due 2010 

 

 

 

 

 

                                    INDENTURE 

 

 

 

 

 

                           Dated as of March 24, 2003 
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- ---------- 

 

N.A. means not applicable. 
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     INDENTURE dated as of March 24, 2003 among El Paso Energy Partners, L.P., a 

Delaware limited partnership (the "Partnership"), El Paso Energy Partners 

Finance Corporation, a Delaware corporation ("El Paso Finance," and collectively 

with the Partnership, the "Issuers"), the Subsidiary Guarantors (as defined 

herein) listed on Schedule A hereto, and JPMorgan Chase Bank, a New York state 

banking corporation, as trustee (the "Trustee"). 

 

     The Issuers, the Subsidiary Guarantors, and the Trustee agree as follows 

for the benefit of each other and for the equal and ratable benefit of the 

Holders of the 8 1/2% Series A Senior Subordinated Notes due 2010 (the "Series A 

Notes") and the 8 1/2% Series B Senior Subordinated Notes due 2010 (the 

"Exchange Notes" and, together with the Series A Notes, the "Notes"): 

 

                                   ARTICLE 1 

                   DEFINITIONS AND INCORPORATION BY REFERENCE 

 

SECTION 1.01. DEFINITIONS. 

 

     "144A Global Note" means the Global Note in the form of Exhibit A hereto 

bearing the Global Note Legend and the Private Placement Legend and that has the 

"Schedule of Exchange of Interests in the Global Note" attached thereto and 

deposited with and registered in the name of the Depositary or its nominee that 

will be issued in a denomination equal to the outstanding principal amount of 

the Notes sold in reliance on Rule 144A, subject to adjustment as provided in 

Section 2.06 hereof. 

 

     "Acquired Debt" means, with respect to any specified Person: (i) 

Indebtedness of any other Person existing at the time such other Person is 

merged with or into or became a Subsidiary of such specified Person, whether or 

not such Indebtedness is incurred in connection with, or in contemplation of, 

such other Person merging with or into, or becoming a Subsidiary of, such 

specified Person, but excluding Indebtedness that is extinguished, retired or 

repaid in connection with such Person merging with or becoming a Subsidiary of 

such specified Person; and (ii) Indebtedness secured by a Lien encumbering any 

asset acquired by such specified Person. 

 

     "Affiliate" of any specified Person means any other Person directly or 

indirectly controlling or controlled by or under direct or indirect common 

control with such specified Person. For purposes of this definition, "control," 

as used with respect to any Person, shall mean the possession, directly or 

indirectly, of the power to direct or cause the direction of the management or 

policies of such Person, whether through the ownership of voting securities, by 

agreement or otherwise; provided that beneficial ownership of 10% or more of the 

Voting Stock of a specified Person shall be deemed to be control by the other 

Person; provided, further, that any third Person which also beneficially owns 

10% or more of the Voting Stock of a specified Person shall not be deemed to be 

an Affiliate of either the specified Person or the other Person merely because 

of such common ownership in such specified Person. For purposes of this 

definition, the terms "controlling," "controlled by" and "under common control 

with" shall have correlative meanings. Notwithstanding the foregoing, the term 

"Affiliate" shall not include a Restricted Subsidiary of any specified Person. 
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     "Agent" means any Registrar, Paying Agent or co-registrar. 

 

     "Applicable Procedures" means, with respect to any transfer or exchange of 

or for beneficial interests in any Global Note, the rules and procedures of the 

Depositary, Euroclear and Clearstream that apply to such transfer or exchange. 

 

     "Asset Sale" means, (i) the sale, lease, conveyance or other disposition of 

any assets or rights, other than sales of inventory in the ordinary course of 

business consistent with past practices; provided that the sale, lease, 

conveyance or other disposition of all or substantially all of the assets of the 

Partnership or the Partnership and its Restricted Subsidiaries taken as a whole 

will be governed by the provisions of Section 4.06 and/or the provisions of 

Article 5 hereof and not by the provisions of Section 4.07; and (ii) the 

issuance of Equity Interests by any of the Partnership's Restricted Subsidiaries 

or the sale by the Partnership or any of its Restricted Subsidiaries of Equity 

Interests in any of its Restricted Subsidiaries. Notwithstanding the preceding, 

the following items shall not be deemed to be Asset Sales: (i) any single 

transaction or series of related transactions that: (a) involves assets having a 

fair market value of less than $5.0 million; or (b) results in net proceeds to 

the Partnership and its Restricted Subsidiaries of less than $5.0 million; (ii) 

a transfer of assets between or among the Partnership and its Restricted 

Subsidiaries; (iii) an issuance of Equity Interests by a Restricted Subsidiary 

to the Partnership or to another Restricted Subsidiary of the Partnership; (iv) 

a Restricted Payment that is permitted under Section 4.08 hereof; and (v) a 

transaction of the type described in Section 4.07(d). 

 

     "Attributable Debt" in respect of a sale and lease-back transaction means, 

at the time of determination, the present value of the obligation of the lessee 

for net rental payments during the remaining term of the lease included in such 

sale and lease-back transaction, including any period for which such lease has 

been extended or may, at the option of the lessor, be extended. Such present 

value shall be calculated using a discount rate equal to the rate of interest 

implicit in such transaction, determined in accordance with GAAP. 

 

     "Available Cash" has the meaning assigned to such term in the Partnership 

Agreement, as in effect on the Issue Date. 

 

     "Bankruptcy Law" means Title 11, U.S. Code or any similar federal or state 

law for the relief of debtors. 

 

     "Board of Directors" means, with respect to the Partnership, the Board of 

Directors of the General Partner, or any authorized committee of such Board of 

Directors, and with respect to El Paso Finance or any other Subsidiary of the 

Partnership, the Board of Directors or managing members of such Person. 

 

     "Board Resolution" means a copy of a resolution certified by the Secretary 

or an Assistant Secretary of the General Partner or El Paso Finance, as 

applicable, to have been duly adopted by the Board of Directors of the General 

Partner or El Paso Finance, as applicable, and to be in full force and effect on 

the date of such certification. 

 

     "Business Day" means any day other than a Legal Holiday. 
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     "Capital Lease Obligation" means, at the time any determination thereof is 

to be made, the amount of the liability in respect of a capital lease that would 

at such time be required to be capitalized on a balance sheet in accordance with 

GAAP. 

 

     "Cash Equivalent" means: 

 

          (i) United States dollars or, in an amount up to the amount necessary 

     or appropriate to fund local operating expenses, other currencies; 

 

          (ii) securities issued or directly and fully guaranteed or insured by 

     the United States government or any agency or instrumentality thereof 

     (provided that the full faith and credit of the United States is pledged in 

     support thereof) having maturities of not more than one year from the date 

     of acquisition; 

 

          (iii) certificates of deposit, time deposits and eurodollar time 

     deposits with maturities of one year or less from the date of acquisition, 

     bankers' acceptances with maturities not exceeding 365 days, demand and 

     overnight bank deposits and other similar types of investments routinely 

     offered by commercial banks, in each case with any domestic commercial bank 

     having a combined capital and surplus of not less than $500.0 million and a 

     Fitch Rating of "B" or better or any commercial bank of any other country 

     that is a member of the Organization for Economic Cooperation and 

     Development ("OECD") and has total assets in excess of $500.0 million; 

 

          (iv) repurchase obligations with a term of not more than seven days 

     for underlying securities of the types described in clauses (ii) and (iii) 

     above entered into with any financial institution meeting the 

     qualifications specified in clause (iii) above; 

 

          (v) commercial paper having one of the two highest ratings obtainable 

     from Moody's Investors Service, Inc. or Standard & Poor's Ratings Group and 

     in each case maturing within six months after the date of acquisition; and 

 

          (vi) investments in money market funds at least 95% of whose assets 

     consist of investments of the types described in clauses (i) through (v) 

     above. 

 

     "Cash from Operations" shall have the meaning assigned to such term in the 

Partnership Agreement, as in effect on the Issue Date. 

 

     "Certificated Note" means a certificated Note registered in the name of the 

Holder thereof and issued in accordance with Section 2.06 hereof, in the form of 

Exhibit A, hereto except that such Note shall not bear the Global Note Legend, 

shall not have the phrase identified by footnote 1 thereto and shall not have 

the "Schedule of Exchanges of Interests in the Global Note" attached thereto. 

 

     "Change of Control" means the occurrence of any of the following: 
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          (i) the sale, transfer, lease, conveyance or other disposition (other 

     than by way of merger or consolidation), in one or a series of related 

     transactions, of all or substantially all of the assets of the Partnership 

     and its Restricted Subsidiaries taken as a whole to any "person" (as such 

     term is used in Section 13(d)(3) of the Exchange Act) other than the El 

     Paso Group; 

 

          (ii) the adoption of a plan relating to the liquidation or dissolution 

     of the Partnership or the General Partner; and 

 

          (iii) such time as the El Paso Group ceases to own, directly or 

     indirectly, the general partner interests of the Partnership, or members of 

     the El Paso Group cease to serve as the only general partners of the 

     Partnership. 

 

Notwithstanding the foregoing, a conversion of the Partnership from a limited 

partnership to a corporation, limited liability company or other form of entity 

or an exchange of all of the outstanding limited partnership interests for 

capital stock in a corporation, for member interests in a limited liability 

company or for Equity Interests in such other form of entity shall not 

constitute a Change of Control, so long as following such conversion or exchange 

the El Paso Group beneficially owns, directly or indirectly, in the aggregate 

more than 50% of the Voting Stock of such entity, or continues to own a 

sufficient number of the outstanding shares of Voting Stock of such entity to 

elect a majority of its directors, managers, trustees or other persons serving 

in a similar capacity for such entity. 

 

     "Clearstream" means Clearstream Banking, societe anonyme. 

 

     "Code" means the Internal Revenue Code of 1986, as amended from time to 

time, and the rules and regulations thereunder. 

 

     "Consolidated Cash Flow" means, with respect to any Person for any period, 

the Consolidated Net Income of such Person for such period plus 

 

          (i) an amount equal to the dividends or distributions paid during such 

     period in cash or Cash Equivalents to such Person or any of its Restricted 

     Subsidiaries by a Person that is not a Restricted Subsidiary of such 

     Person; plus 

 

          (ii) an amount equal to any extraordinary loss of such Person and its 

     Restricted Subsidiaries plus any net loss realized by such Person and its 

     Restricted Subsidiaries in connection with an Asset Sale, to the extent 

     such losses were deducted in computing such Consolidated Net Income; plus 

 

          (iii) the provision for taxes based on income or profits of such 

     Person and its Restricted Subsidiaries for such period, to the extent that 

     such provision for taxes was deducted in computing such Consolidated Net 

     Income; plus 

 

          (iv) the consolidated interest expense of such Person and its 

     Restricted Subsidiaries for such period, whether paid or accrued 

     (including, without limitation, amortization of debt issuance costs and 

     original issue discount, non-cash interest payments, the interest component 

     of any deferred payment 
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     obligations, the interest component of all payments associated with Capital 

     Lease Obligations, imputed interest with aspect to Attributable Debt, 

     commissions, discounts and other fees and charges incurred in respect of 

     letter of credit or bankers' acceptance financings, and net payments, if 

     any, pursuant to Hedging Obligations), to the extent that any such expense 

     was deducted in computing such Consolidated Net Income, excluding any such 

     expenses to the extent incurred by a Person that is not a Restricted 

     Subsidiary of the Person for which the calculation is being made; plus 

 

          (v) depreciation, depletion and amortization (including amortization 

     of goodwill and other intangibles but excluding amortization of prepaid 

     cash expenses that were paid in a prior period) and other non-cash expenses 

     (excluding any such non-cash expense to the extent that it represents an 

     accrual of or reserve for cash expenses in any future period or 

     amortization of a prepaid cash expense that was paid in a prior period) of 

     such Person and its Restricted Subsidiaries for such period to the extent 

     that such depreciation, amortization and other non-cash expenses were 

     deducted in computing such Consolidated Net Income (excluding any such 

     expenses to the extent incurred by a Person that is neither an Issuer nor a 

     Restricted Subsidiary); minus 

 

          (vi) non-cash items increasing such Consolidated Net Income for such 

     period, other than items that were accrued in the ordinary course of 

     business, in each case, on a consolidated basis and determined in 

     accordance with GAAP. 

 

Notwithstanding the preceding, the provision for taxes based on the income or 

profits of, and the depreciation and amortization and other non-cash charges of, 

a Restricted Subsidiary of the Partnership shall be added to Consolidated Net 

Income to compute Consolidated Cash Flow of the Partnership only to the extent 

that a corresponding amount would be permitted at the date of determination to 

be dividended or distributed to the Partnership by such Restricted Subsidiary 

without prior approval (that has not been obtained), pursuant to the terms of 

its charter and all agreements, instruments, judgments, decrees, orders, 

statutes, rules and governmental regulations applicable to that Restricted 

Subsidiary or its stockholders. 

 

     "Consolidated Net Income" means, with respect to any specified Person for 

any period, the aggregate of the Net Income of such Person and its Restricted 

Subsidiaries for such period, on a consolidated basis, determined in accordance 

with GAAP; provided that: (i) the aggregate Net Income (but not net loss in 

excess of such aggregate Net Income) of all Persons that are Unrestricted 

Subsidiaries shall be excluded (without duplication); (ii) the earnings included 

therein attributable to all Persons that are accounted for by the equity method 

of accounting and the aggregate Net Income (but not net loss in excess of such 

aggregate Net Income) included therein attributable to all entities constituting 

Joint Ventures that are accounted for on a consolidated basis (rather than by 

the equity method of accounting) shall be excluded; (iii) the Net Income of any 

Restricted Subsidiary shall be excluded to the extent that the declaration or 

payment of dividends or similar distributions by that Restricted Subsidiary of 

that Net Income is not at the date of determination permitted without any prior 

governmental approval (that has not been obtained) or, directly or indirectly, 

by operation of the terms of its charter or any agreement (other than this 

Indenture, the Notes or any Guarantee), instrument, 
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judgment, decree, order, statute, rule or governmental regulation applicable to 

that Restricted Subsidiary or its stockholders; (iv) the Net Income of any 

Person acquired in a pooling of interests transaction for any period prior to 

the date of such acquisition shall be excluded; and (v) the cumulative effect of 

a change in accounting principles shall be excluded. 

 

     "Consolidated Net Worth" means, with respect to any Person as of any date, 

the sum of: (i) the consolidated equity of the common stockholders or members 

(or consolidated partners' capital in the case of a partnership) of such Person 

and its consolidated Subsidiaries as of such date as determined in accordance 

with GAAP; plus (ii) the respective amounts reported on such Person's balance 

sheet as of such date with respect to any series of preferred stock (other than 

Disqualified Equity) that by its terms is not entitled to the payment of 

dividends unless such dividends may be declared and paid only out of net 

earnings in respect of the year of such declaration and payment, but only to the 

extent of any cash received by such Person upon issuance of such preferred 

stock. 

 

     "Corporate Trust Office of the Trustee" shall be at the address of the 

Trustee specified in Section 13.02 hereof or such other address as to which the 

Trustee may give notice to the Issuers. 

 

     "Credit Facilities" means, with respect to the Partnership, El Paso Finance 

or any Restricted Subsidiary, one or more debt facilities or commercial paper 

facilities, including the Partnership Credit Facility, in each case providing 

for revolving credit loans, term loans, receivables financing (including through 

the sale of receivables to such lenders or to special purpose entities formed to 

borrow from such lenders against such receivables) or letters of credit, in each 

case, as amended, restated, modified, renewed, refunded, replaced or refinanced 

in whole or in part from time to time. 

 

     "Default" means any event that is or with the passage of time or the giving 

of notice or both would be, an Event of Default. 

 

     "Depositary" means, with respect to the Notes issuable or issued in whole 

or in part in global form, the Person specified in Section 2.03 hereof as the 

Depositary with respect to the Notes, and any and all successors thereto 

appointed as depositary hereunder and having become such pursuant to the 

applicable provision of this Indenture. 

 

     "Designated Guarantor Senior Debt" means, with respect to a Subsidiary 

Guarantor, amounts owing by such Restricted Subsidiary under the Credit Facility 

and guarantees, if any, by such Subsidiary Guarantor of Designated Senior Debt. 

 

     "Designated Senior Debt" means Obligations under the Partnership Credit 

Facility and any other Senior Debt permitted under this Indenture the principal 

amount of which is $25.0 million or more and that has been designated by the 

Partnership as "Designated Senior Debt." 

 

     "Disqualified Equity" means any Equity Interests that, by its terms (or by 

the terms of any security into which it is convertible, or for which it is 

exchangeable, in each case at the option of the holder thereof), or upon the 

occurrence of any event, matures or is mandatorily redeemable, pursuant to a 

sinking fund obligation or otherwise, or redeemable at the option of 
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the holder thereof, in whole or in part, on or prior to the date on which the 

Notes mature. Notwithstanding the preceding sentence, any Equity Interests that 

would constitute Disqualified Equity solely because the holders thereof have the 

right to require the Partnership or any of its Restricted Subsidiaries or El 

Paso Finance to repurchase such Equity Interests upon the occurrence of a change 

of control or an asset sale shall not constitute Disqualified Equity if the 

terms of such Equity Interests provide that such Equity Interests shall not be 

repurchased or redeemed pursuant to such provisions unless such repurchase or 

redemption is conditioned upon, and subject to, compliance with Section 4.08 

hereof. 

 

     "Distribution Compliance Period" means the 40-day distribution compliance 

period as defined in Regulation S. 

 

     "El Paso" means El Paso Corporation, a Delaware corporation, and its 

successors. 

 

     "El Paso Finance" means the Person named as such in the preamble of this 

Indenture under and until a successor replaces it pursuant to the applicable 

provision of this Indenture and thereafter means such successor. 

 

     "El Paso Group" means, collectively, (1) El Paso, (2) each Person of which, 

as of the time of the determination, El Paso is a direct or indirect Subsidiary 

and (3) each Person which is a direct or indirect Subsidiary of any Person 

described in (1) or (2) above. 

 

     "Equity Interests" means: 

 

          (i) in the case of a corporation, corporate stock; 

 

          (ii) in the case of an association or business entity, any and all 

     shares, interests, participations, rights or other equivalents (however 

     designated) of corporate stock; 

 

          (iii) in the case of a partnership or limited liability company, 

     partnership or membership interests (whether general or limited); 

 

          (iv) any other interest or participation that confers on a Person the 

     right to receive a share of the profits and losses of, or distributions of 

     assets of, the issuing Person, and any rights (other than debt securities 

     convertible into capital stock) warrants or options exchangeable for or 

     convertible into such capital stock; and 

 

          (v) all warrants, options or other rights to acquire any of the 

     interests described in clauses (i) through (iv) above (but excluding any 

     debt security that is convertible into, or exchangeable for, any of the 

     interests described in clauses (i) through (iv) above). 

 

     "Equity Offering" means any sale for cash of Equity Interests of the 

Partnership (excluding sales made to any Restricted Subsidiary and excluding 

sales of Disqualified Equity). 
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     "Euroclear" means Euroclear Bank S.A./N.V., as operator of the Euroclear 

system. 

 

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

 

     "Exchange Notes" means the 8 1/2% Series B Senior Subordinated Notes due 

2010, having terms substantially identical to the Series A Notes, offered to the 

Holders of the Series A Notes under the Exchange Offer Registration Statement. 

 

     "Exchange Offer" means the offer that may be made by the Issuers pursuant 

to the Registration Rights Agreement to the Holders of the Series A Notes to 

exchange their Series A Notes for the Exchange Notes. 

 

     "Exchange Offer Registration Statement" means that certain registration 

statement filed by the Issuers and the Subsidiary Guarantors with the SEC to 

register the Exchange Notes for issuance in the Exchange Offer. 

 

     "Existing Indebtedness" means the aggregate principal amount of 

Indebtedness of the Partnership and its Restricted Subsidiaries in existence on 

the Issue Date. 

 

     "Fixed Charge Coverage Ratio" means, with respect to any specified Person 

for any period, the ratio of the Consolidated Cash Flow of such Person and its 

Restricted Subsidiaries for such period to the Fixed Charges of such Person for 

such period. In the event that the specified Person or any of its Restricted 

Subsidiaries incurs, assumes, guarantees, repays or redeems any Indebtedness 

(other than revolving credit borrowings not constituting a permanent commitment 

reduction) or issues or redeems Disqualified Equity subsequent to the 

commencement of the period for which the Fixed Charge Coverage Ratio is being 

calculated but prior to the date on which the event for which the calculation of 

the Fixed Charge Coverage Ratio is made (the "Calculation Date"), then the Fixed 

Charge Coverage Ratio shall be calculated giving pro forma effect to such 

incurrence (and the application of the net proceeds thereof), assumption, 

guarantee, repayment or redemption of Indebtedness, or such issuance or 

redemption of Disqualified Equity, as if the same had occurred at the beginning 

of the applicable four-quarter reference period (and if such Indebtedness is 

incurred to finance the acquisition of assets (including, without limitation, a 

single asset, a division or segment or an entire company) that were conducting 

commercial operations prior to such acquisition, there shall be included pro 

forma net income for such assets, as if such assets had been acquired on the 

first day of such period). 

 

     In addition, for purposes of calculating the Fixed Charge Coverage Ratio: 

 

          (i) acquisitions that have been made by the specified Person or any of 

     its Restricted Subsidiaries, including through mergers or consolidations 

     and including any related financing transactions, during the four-quarter 

     reference period or subsequent to such reference period and on or prior to 

     the Calculation Date shall be deemed to have occurred on the first day of 

     the four-quarter reference period and Consolidated Cash Flow for such 

     reference period shall be calculated without giving effect to clause (iv) 

     of the proviso set forth in the definition of Consolidated Net Income; 
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          (ii) the Consolidated Cash Flow attributable to discontinued 

     operations, as determined in accordance with GAAP, and operations or 

     businesses disposed of prior to the Calculation Date, shall be excluded; 

 

          (iii) the Fixed Charges attributable to discontinued operations, as 

     determined in accordance with GAAP, and operations or businesses disposed 

     of prior to the Calculation Date, shall be excluded, but only to the extent 

     that the obligations giving rise to such Fixed Charges will not be 

     obligations of the specified Person or any of its Restricted Subsidiaries 

     following the Calculation Date; 

 

          (iv) interest on outstanding Indebtedness of the specified Person or 

     any of its Restricted Subsidiaries as of the last day of the four-quarter 

     reference period shall be deemed to have accrued at a fixed rate per annum 

     equal to the rate of interest on such Indebtedness in effect on such last 

     day after giving effect to any Hedging Obligation then in effect; and 

 

          (v) if interest on any Indebtedness incurred by the specified Person 

     or any of its Restricted Subsidiaries on such date may optionally be 

     determined at an interest rate based upon a factor of a prime or similar 

     rate, a eurocurrency interbank offered rate or other rates, then the 

     interest rate in effect on the last day of the four-quarter reference 

     period will be deemed to have been in effect during such period. 

 

     "Fixed Charges" means, with respect to any Person for any period, without 

duplication, 

 

          (A) the sum of: 

 

               (i) the consolidated interest expense of such Person and its 

          Restricted Subsidiaries (excluding for purposes of this clause (i) 

          consolidated interest expense included therein that is attributable to 

          Indebtedness of a Person that is not a Restricted Subsidiary of the 

          Person for which the calculation is being made) for such period, 

          whether paid or accrued, including, without limitation, amortization 

          of debt issuance costs and original issue discount, non-cash interest 

          payments, the interest component of any deferred payment obligations, 

          the interest component of all payments associated with Capital Lease 

          Obligations, imputed interest with respect to Attributable Debt, 

          commissions, discounts, and other fees and charges incurred in respect 

          of letter of credit or bankers' acceptance financings, and net 

          payments, if any, pursuant to Hedging Obligations; plus 

 

               (ii) the consolidated interest expense of such Person and its 

          Restricted Subsidiaries that was capitalized during such period 

          (excluding for purposes of this clause (ii) any such consolidated 

          interest included 
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          therein that is attributable to Indebtedness of a Person that is not a 

          Restricted Subsidiary); plus 

 

               (iii) any interest expense on Indebtedness of another Person that 

          is guaranteed by such Person or one of its Restricted Subsidiaries or 

          secured by a Lien on assets of such Person or one of its Restricted 

          Subsidiaries, whether or not such guarantee or Lien is called upon, 

          provided that this clause (iii) excludes interest on "claw-back," 

          "make-well" or "keep- well" payments made by the Partnership or any 

          Restricted Subsidiary; plus 

 

               (iv) the product of (a) all dividend payments, whether or not in 

          cash, on any series of Disqualified Equity of such Person or any of 

          its Restricted Subsidiaries, other than dividend payments on Equity 

          Interests payable solely in Equity Interests of the Partnership (other 

          than Disqualified Equity) or to the Partnership or a Restricted 

          Subsidiary of the Partnership, times (b) a fraction, the numerator of 

          which is one and the denominator of which is one minus the then 

          current combined federal, state and local statutory tax rate of such 

          Person, expressed as a decimal, in each case, on a consolidated basis 

          and in accordance with GAAP, less 

 

          (B) to the extent included in clause (A) above, amortization or 

     write-off of deferred financing costs of such Person and its Restricted 

     Subsidiaries during such period and any charge related to, or any premium 

     or penalty paid in connection with, incurring any such Indebtedness of such 

     Person and its Restricted Subsidiaries prior to its Stated Maturity. 

 

In the case of both clauses (A) and (B) of this definition, such amounts will be 

determined after elimination of intercompany accounts among such Person and its 

Restricted Subsidiaries and in accordance with GAAP. 

 

     "GAAP" means United States generally accepted accounting principles set 

forth in the opinions and pronouncements of the Accounting Principles Board of 

the American Institute of Certified Public Accountants and statements and 

pronouncements of the Financial Accounting Standards Board or in such other 

statements by such other entity as have been approved by a significant segment 

of the accounting profession, which are in effect from time to time. 

 

     "General Partner" means El Paso Energy Partners Company, a Delaware 

corporation, in its capacity as the general partner of the Partnership. 

 

     "Global Note Legend" means the legend set forth in Section 2.06(g)(ii), 

which is required to be placed on all Global Notes issued under this Indenture. 

 

     "Global Notes" means, individually and collectively, each of the Restricted 

Global Notes and the Unrestricted Global Notes, in the form of Exhibit A hereto 

issued in accordance with Section 2.01, 2.06(b), 2.06(d) or 2.06(f) hereof. 
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     "guarantee" means a guarantee, other than by endorsement of negotiable 

instruments for collection in the ordinary course of business, direct or 

indirect, in any manner, including, without limitation, by way of pledge of 

assets, or through letters of credit or reimbursement, "claw-back," "make-well" 

or "keep-well" agreement in respect thereof, of all or any part of any 

Indebtedness. The term "guarantee" used as a verb has a corresponding meaning. 

The term "guarantor" shall mean any Person providing a guarantee of any 

obligation. 

 

     "Guarantee" means, individually and collectively, the guarantees given by 

the Subsidiary Guarantors pursuant to Article 11 hereof, including a notation in 

the Notes substantially in the form attached hereto as Exhibit D. 

 

     "Guarantee Obligations" means, with respect to each Subsidiary Guarantor, 

the obligations of such Guarantor under Article 11. 

 

     "Guarantor Senior Debt" of a Subsidiary Guarantor means all Obligations 

with respect to any Indebtedness of such Subsidiary Guarantor, whether 

outstanding on the Issue Date or thereafter created, incurred or assumed, 

unless, in the case of any particular Indebtedness, the instrument creating or 

evidencing the same or pursuant to which the same is outstanding expressly 

provides that such Indebtedness shall be on a parity with or subordinated in 

right of payment to such Subsidiary Guarantor's Guarantee. Without limiting the 

generality of the foregoing, (x) "Guarantor Senior Debt" shall include the 

principal of, premium, if any, and interest on all Obligations of every nature 

of such Subsidiary Guarantor from time to time owed to the lenders under the 

Partnership Credit Facility, including, without limitation, principal of and 

interest on, and all fees, indemnities and expenses payable by such Subsidiary 

Guarantor under, the Partnership Credit Facility, and (y) in the case of amounts 

owing by such Subsidiary Guarantor under the Partnership Credit Facility and 

guarantees of Designated Senior Indebtedness, "Guarantor Senior Debt" shall 

include interest accruing thereon subsequent to the occurrence of any Event of 

Default specified in clause (h) or (i) of Section 6.01 relating to such 

Subsidiary Guarantor, whether or not the claim for such interest is allowed 

under any applicable Bankruptcy Law. Notwithstanding the foregoing, "Guarantor 

Senior Indebtedness" shall not include (i) Indebtedness evidenced by the Notes 

or the Guarantees, (ii) Indebtedness that is expressly subordinate or junior in 

right of payment to any other Indebtedness of such Subsidiary Guarantor, (iii) 

any liability for federal, state, local or other taxes owed or owing by such 

Subsidiary Guarantor, (iv) Indebtedness of such Subsidiary Guarantor to the 

Partnership or a Subsidiary of the Partnership or any other Affiliate of the 

Partnership, (v) any trade payables of such Subsidiary Guarantor, and (vi) any 

Indebtedness which is incurred by such Subsidiary Guarantor in violation of this 

Indenture. 

 

     "Guarantor Subordinated Indebtedness" means, with respect to a Subsidiary 

Guarantor, indebtedness and other obligations of such Subsidiary Guarantor which 

are expressly subordinated in right of payment to such Subsidiary Guarantor's 

Guarantee. 

 

     "Hedging Obligations" means, with respect to any Person, the net 

obligations (not the notional amount) of such Person under interest rate and 

commodity price swap agreements, interest rate and commodity price cap 

agreements, interest rate and commodity price collar agreements and foreign 

currency and commodity price exchange agreements, options or futures contracts 

or other similar agreements or arrangements or hydrocarbon hedging contracts or 
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hydrocarbon forward sales contracts, in each case designed to protect such 

Person against fluctuations in interest rates, foreign exchange rates, or the 

commodities prices. 

 

     "Holder" means the Person in whose name a Note is registered on the 

Registrar's books. 

 

     "IAI Global Note" means the Global Note in the form of Exhibit A hereto 

bearing the Global Note Legend and the Private Placement Legend and that has the 

"Schedule of Exchange of Interests in the Global Note" attached thereto and 

deposited with and registered in the name of the Depositary or its nominee that 

will be issued in a denomination equal to the outstanding principal amount of 

the Notes transferred to Institutional Accredited Investors in accordance with 

2.06(b)(iii)(C) or 2.06(d)(i)(D), subject to adjustment as provided in Section 

2.06 hereof. 

 

     "Indebtedness" means, with respect to any specified Person, any 

indebtedness of such Person, whether or not contingent, in respect of: 

 

          (i) borrowed money; 

 

          (ii) evidenced by bonds, notes, debentures or similar instruments or 

     letters of credit (or reimbursement agreements in respect thereof), other 

     than standby letters of credit and performance bonds issued by such Person 

     in the ordinary course of business, to the extent not drawn; 

 

          (iii) banker's acceptances; 

 

          (iv) representing Capital Lease Obligations; 

 

          (v) all Attributable Debt of such Person in respect of any sale and 

     lease-back transactions not involving a Capital Lease Obligation; 

 

          (vi) the balance deferred and unpaid of the purchase price of any 

     property, except any such balance that constitutes an accrued expense or 

     trade payable incurred in the ordinary course of business; 

 

          (vii) representing Disqualified Equity; or 

 

          (viii) representing any Hedging Obligations other than to (in the 

     ordinary course of business and consistent with prior practice) hedge risk 

     exposure in the operations, ownership of assets or the management of 

     liabilities of such Person and its Restricted Subsidiaries; 

 

if and to the extent any of the preceding items (other than letters of credit 

and Hedging Obligations) would appear as a liability upon a balance sheet of the 

specified Person prepared in accordance with GAAP. In addition, the term 

"Indebtedness" includes all Indebtedness of others secured by a Lien on any 

asset of the specified Person (whether or not such Indebtedness is assumed by 

the specified Person) and, to the extent not otherwise included, the guarantee 

by such Person of any indebtedness of any other Person, provided that a 

guarantee otherwise 
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permitted by this Indenture to be incurred by the Partnership or any of its 

Restricted Subsidiaries of Indebtedness incurred by the Partnership or a 

Restricted Subsidiary in compliance with the terms of this Indenture shall not 

constitute a separate incurrence of Indebtedness. 

 

     The amount of any Indebtedness outstanding as of any date shall be: (i) the 

accreted value thereof, in the case of any Indebtedness issued with original 

issue discount; and (ii) the principal amount thereof, together with any 

interest thereon that is more than 30 days past due, in the case of any other 

Indebtedness. For purposes of clause (vii) of this definition of Indebtedness, 

Disqualified Equity shall be valued at the maximum fixed redemption, repayment 

or repurchase price, which shall be calculated in accordance with the terms of 

such Disqualified Equity as if such Disqualified Equity were repurchased on any 

date on which Indebtedness shall be required to be determined pursuant to this 

Indenture; provided, however, that if such this Disqualified Equity is not then 

permitted by its terms to be redeemed, repaid or repurchased, the redemption, 

repayment or repurchase price shall be the book value of such Disqualified 

Equity. The amount of Indebtedness of any Person at any date shall be the 

outstanding balance at such date of all unconditional Obligations as described 

above and the maximum liability of any guarantees at such date; provided that 

for purposes of calculating the amount of any non-interest bearing or other 

discount security, such Indebtedness shall be deemed to be the principal amount 

thereof that would be shown on the balance sheet of the issuer thereof dated 

such date prepared in accordance with GAAP, but that such security shall be 

deemed to have been incurred only on the date of the original issuance thereof. 

The amount of Indebtedness of any Person at any date shall be the outstanding 

balance at such date of all unconditional obligations as described above and the 

maximum liability, upon the occurrence of the contingency giving rise to the 

obligation, of any contingent obligations at such date. 

 

     "Indenture" means this Indenture, as amended or supplemented from time to 

time. 

 

     "Indirect Participant" means a Person who holds a beneficial interest in a 

Global Note through a Participant. 

 

     "Initial Purchasers" means J.P. Morgan Securities Inc., Goldman, Sachs & 

Co., UBS Warburg LLC and Wachovia Securities, Inc. 

 

     "Institutional Accredited Investor" means an institution that is an 

"accredited investor" as defined in Rule 501(a)(1), (2), (3) or (7) of the rules 

and regulations promulgated under the Securities Act. 

 

     "Interest Payment Date" means Stated Maturity of an installment of interest 

on the Notes. 

 

     "Investment Grade Rating" means a rating equal to or higher than Baa3 (or 

the equivalent) by Moody's or BBB- (or the equivalent) by S&P. 

 

     "Investments" means, with respect to any Person, all investments by such 

Person in other Persons (including Affiliates) in the forms of direct or 

indirect loans (including guarantees of Indebtedness or other obligations), 

advances (other than advances to customers in the ordinary course of business 

that are recorded as accounts receivable on the balance sheet of the lender and 

commission, moving, travel and similar advances to officers and employees made 
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in the ordinary course of business) or capital contributions, purchases or other 

acquisitions for consideration of Indebtedness, Equity Interests or other 

securities, together with all items that are or would be classified as 

investments on a balance sheet prepared in accordance with GAAP. For purposes of 

the definition of "Unrestricted Subsidiary," the definition of "Restricted 

Payment" and the covenant in Section 4.08, (i) the term "Investment" shall 

include the portion (proportionate to the Partnership's Equity Interest in such 

Subsidiary) of the fair market value of the net assets of any Subsidiary of the 

Partnership or any of its Restricted Subsidiaries at the time that such 

Subsidiary is designated an Unrestricted Subsidiary; provided, however, that 

upon a redesignation of such Subsidiary as a Restricted Subsidiary, the 

Partnership or such Restricted Subsidiary shall be deemed to continue to have a 

permanent "Investment" in such Subsidiary at the time of such redesignation 

equal to the amount thereof as determined immediately prior to redesignation 

less the portion (proportionate to the Partnership's or such Restricted 

Subsidiary's Equity Interest in such Subsidiary) of the fair market value of the 

net assets of such Subsidiary at the time of such redesignation, and (ii) any 

property transferred to or from an Unrestricted Subsidiary shall be valued at 

its fair market value at the time of such transfer, in each case as determined 

in good faith by the Board of Directors of the General Partner. If the 

Partnership or any Restricted Subsidiary of the Partnership sells or otherwise 

disposes of any Equity Interests of any direct or indirect Restricted Subsidiary 

of the Partnership such that, after giving effect to any such sale or 

disposition, such Person is no longer a Restricted Subsidiary of the 

Partnership, the Partnership shall be deemed to have made an Investment on the 

date of any such sale or disposition equal to the fair market value of the 

Equity Interests of such Restricted Subsidiary not sold or disposed of in an 

amount determined as provided in Section 4.08(b). 

 

     "Issue Date" means March 24, 2003. 

 

     "Issuers" means the Partnership and El Paso Finance, collectively; "Issuer" 

means the Partnership or El Paso Finance. 

 

     "Joint Venture" shall have the meaning assigned to such term in the 

definition of "Permitted Business Investments" set forth in this Section 1.01. 

The term "Joint Venture" shall initially include Atlantis Offshore, L.L.C., 

Copper Eagle Gas Storage, L.L.C., Coyote Gas Treating, L.L.C., Poseidon Oil 

Pipeline Company, L.L.C. and Deepwater Gateway, L.L.C. and its Subsidiaries. 

 

     "Legal Holiday" means a Saturday, a Sunday or a day on which banking 

institutions in the City of Houston, Texas or New York, New York or at a place 

of payment are authorized by law, regulation or executive order to remain 

closed. If a payment date is a Legal Holiday at a place of payment, payment may 

be made at that place on the next succeeding day that is not a Legal Holiday, 

and no interest shall accrue for the intervening period. 

 

     "Letter of Transmittal" means the letter of transmittal to be prepared by 

the Issuers and sent to all Holders of the Series A Notes for use by such 

Holders in connection with the Exchange Offer. 

 

     "Lien" means, with respect to any asset, any mortgage, lien (statutory or 

otherwise), pledge, charge, security interest, hypothecation, assignment for 

security, claim, preference, priority or encumbrance of any kind in respect of 

such asset, whether or not filed, 

 

 

 

                                       14 

 

 

 



 

 

 

 

recorded or otherwise perfected under applicable law, including any conditional 

sale or other title retention agreement or any lease in the nature thereof, any 

option or other agreement to grant a security interest in and any filing of or 

agreement to give any financing statement under the Uniform Commercial Code (or 

equivalent statute) of any jurisdiction. 

 

     "Liquidated Damages" means all liquidated damages then owing pursuant to 

Section 5 of the Registration Rights Agreement. 

 

     "Management Agreement" means the General and Administrative Services 

Agreement, dated as of April 8, 2002, by and among DeepTech International, Inc., 

a Delaware corporation, El Paso Field Services, L.P., a Delaware limited 

partnership, and the General Partner, as amended and in effect on the Issue 

Date. 

 

     "Moody's" means Moody's Investors Service, Inc. or any successor to the 

rating agency business thereof. 

 

     "Net Income" means, with respect to any Person, the consolidated net income 

(loss) of such Person and its Restricted Subsidiaries, determined in accordance 

with GAAP and before any reduction in respect of preferred stock dividends, 

excluding, however: (i) the aggregate gain (but not loss in excess of such 

aggregate gain), together with any related provision for taxes on such gain, 

realized in connection with (a) any Asset Sale or (b) the disposition of any 

securities by such Person or any of its Restricted Subsidiaries or the 

extinguishment of any Indebtedness of such Person or any of its Restricted 

Subsidiaries; and (ii) the aggregate extraordinary gain (but not loss in excess 

of such extraordinary gain), together with any related provision for taxes on 

such extraordinary gain (but not loss in excess of such aggregate extraordinary 

gain). 

 

     "Net Proceeds" means, with respect to any Asset Sale or sale of Equity 

Interests, the aggregate proceeds received by the Partnership or any of its 

Restricted Subsidiaries in cash or Cash Equivalents in respect of any Asset Sale 

or sale of Equity Interests (including, without limitation, any cash received 

upon the sale or other disposition of any non-cash consideration received in any 

such sale), net of (without duplication): (i) the direct costs relating to such 

Asset Sale or sale of Equity Interests, including, without limitation, brokerage 

commissions and legal, accounting and investment banking fees, sales 

commissions, recording fees, title transfer fees and any relocation expenses 

incurred as a result thereof, (ii) taxes paid or payable as a result thereof, in 

each case after taking into account any available tax credits or deductions and 

any tax sharing arrangements and amounts required to be applied to the repayment 

of Indebtedness secured by a Lien on the asset or assets that were the subject 

of such Asset Sale or sale of Equity Interests, (iii) all distributions and 

payments required to be made to minority interest holders in Restricted 

Subsidiaries as a result of such Asset Sale and (iv) any amounts to be set aside 

in any reserve established in accordance with GAAP or any amount placed in 

escrow, in either case for adjustment in respect of the sale price of such asset 

or Equity Interests or for liabilities associated with such Asset Sale or sale 

of Equity Interests and retained by the Partnership or any of its Restricted 

Subsidiaries until such time as such reserve is reversed or such escrow 

arrangement is terminated, in which case Net Proceeds shall include only the 

amount of the reserve so reserved or the amount returned from such escrow 

arrangement to the Partnership or its Restricted Subsidiaries, as the case may 

be. 
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     "Non-Recourse Debt" means Indebtedness as to which: 

 

          (i) neither the Partnership nor any of its Restricted Subsidiaries (a) 

     provides credit support of any kind (including any undertaking, agreement 

     or instrument that would constitute Indebtedness), (b) is directly or 

     indirectly liable as a guarantor or otherwise, or (c) constitutes the 

     lender of such Indebtedness; 

 

          (ii) no default with respect to which (including any rights that the 

     holders thereof may have to take enforcement action against an Unrestricted 

     Subsidiary) would permit upon notice, lapse of time or both any holder of 

     any other Indebtedness (other than the Notes) of the Partnership or any of 

     its Restricted Subsidiaries to declare a default on such other Indebtedness 

     or cause the payment thereof to be accelerated or payable prior to its 

     stated maturity; and 

 

          (iii) the lenders have been notified in writing that they will not 

     have any recourse to the stock or assets of the Partnership or any of its 

     Restricted Subsidiaries, provided that in no event shall Indebtedness of 

     any Person which is not a Restricted Subsidiary fail to be Non-Recourse 

     Debt solely as a result of any default provisions contained in a guarantee 

     thereof by the Partnership or any of its Restricted Subsidiaries provided 

     that the Partnership or such Restricted Subsidiary was otherwise permitted 

     to incur such guarantee pursuant to this Indenture. 

 

     "Non-U.S. Person" means a person who is not a U.S. Person. 

 

     "Note Custodian" means the Trustee, as custodian with respect to the Notes 

in global form, or any successor entity thereto. 

 

     "Notes" has the meaning assigned to it in the preamble to this Indenture. 

 

     "Obligations" means any principal, interest, penalties, fees, 

indemnifications, reimbursement obligations, damages and other liabilities 

payable under the documentation governing any Indebtedness. 

 

     "Offering" means the offering of the Series A Notes by the Issuers. 

 

     "Officer" means, with respect to any Person, the Chairman of the Board, the 

Chief Executive Officer, the President, the Chief Operating Officer, the Chief 

Financial Officer, the Chief Accounting Officer, the Treasurer, any Assistant 

Treasurer, the Controller, the Secretary or any Vice-President of such Person 

(or, with respect to the Partnership, so long as it remains a partnership, the 

General Partner). 

 

     "Officers' Certificate" means a certificate signed on behalf of the 

Partnership by an Officer of the Partnership or an Officer of the General 

Partner, El Paso Finance or any Subsidiary Guarantor, as the case may be, one of 

whom must be the principal executive officer, the principal financial officer or 

the principal accounting officer of such Person, that meets the requirements of 

Section 13.05 hereof. 
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     "Opinion of Counsel" means an opinion from legal counsel who is reasonably 

acceptable to the Trustee, that meets the requirements of Section 13.05 hereof. 

The counsel may be an employee of or counsel to the Partnership, El Paso Finance 

or the General Partner (or any Subsidiary Guarantor, if applicable), any 

Subsidiary of the Partnership or the Trustee. 

 

     "Participant" means, with respect to DTC, Euroclear or Clearstream, a 

Person who has an account with DTC, Euroclear or Clearstream, respectively (and, 

with respect to DTC, shall include Euroclear and Clearstream). 

 

     "Partnership" means the Person named as such in the preamble of this 

Indenture unless and until a successor replaces it pursuant to the applicable 

provisions of this Indenture and thereafter means such successor. 

 

     "Partnership Agreement" means the Second Amended and Restated Agreement of 

Limited Partnership of the Partnership, amended and restated effective as of 

August 31, 2000, as such may be amended, modified or supplemented from time to 

time. 

 

     "Partnership Credit Facility" means (i) the Sixth Amended and Restated 

Credit Agreement dated as of March 23, 1995, as amended and restated through 

October 10, 2002, among the Partnership, El Paso Finance and the lenders from 

time to time party thereto, Credit Lyonnais, New York Branch and Wachovia Bank, 

National Association, as co-syndication agents, Fleet National Bank and Fortis 

Capital Corp., as co-documentation agents, and JPMorgan Chase Bank, as 

administrative agent, including any deferrals, renewals, extensions, 

replacements, refinancings or refundings thereof, and any amendments, 

modifications or supplements thereto and any agreement providing therefor 

(including any restatement thereof and any increases in the amount of 

commitments thereunder), whether by or with the same or any other lenders, 

creditors, group of lenders or group of creditors and including related notes, 

guarantees, collateral security documents and other instruments and agreements 

executed in connection therewith and (ii) the Amended and Restated Credit 

Agreement, dated as of October 10, 2002, among EPN Holding Company, L.P., the 

lenders from time to time party thereto, Bank One Capital Markets, Inc. and 

Wachovia Bank, National Association, as co-syndication agents, Fleet National 

Bank and Fortis Capital Corp., as co-documentation agents, and JPMorgan Chase 

Bank, as administrative agent, including any deferrals, renewals, extensions, 

replacements, refinancings or refundings thereof, and any amendments, 

modifications or supplements thereto and any agreement providing therefor 

(including any restatement thereof and any increases in the amount of 

commitments thereunder), whether by or with the same or any lenders, creditors, 

group of lenders or group of creditors and including related notes, guarantees, 

collateral security documents and other instruments and agreements executed in 

connection therewith, and (iii) the Senior Secured Acquisition Term Loan Credit 

Agreement, dated as of November 27, 2002, among the Partnership, El Paso 

Finance, the lenders from time to time party thereto and JPMorgan Chase Bank, as 

administrative agent, UBS Warburg LLC and Wachovia Bank, National Association, 

as co-syndication agents, and Goldman Sachs Credit Partners L.P. as 

documentation agent. 
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     "Permitted Business" means: 

 

          (i) gathering, transporting (by barge, pipeline, ship, truck or other 

     modes of hydrocarbon transportation), terminalling, storing, producing, 

     acquiring, developing, exploring for, processing, dehydrating and otherwise 

     handling hydrocarbons, including, without limitation, constructing 

     pipeline, platform, dehydration, processing and other energy-related 

     facilities, and activities or services reasonably related or ancillary 

     thereto, 

 

          (ii) any business that generates gross income that constitutes 

     "qualifying income" under Section 7704(d) of the Internal Revenue Code of 

     1986, as amended, other than any business that generates any gross income 

     arising from the refining of a natural resource, and 

 

          (iii) any other business that does not constitute a reportable segment 

     (as determined in accordance with GAAP) for the Partnership's annual 

     audited consolidated financial statements. 

 

     "Permitted Business Investments" means Investments by the Partnership or 

any of its Restricted Subsidiaries in any Unrestricted Subsidiary of the 

Partnership or in any Person that does not constitute a direct or indirect 

Subsidiary of the Partnership (a "Joint Venture"), provided that (i) either (a) 

at the time of such Investment and immediately thereafter, the Partnership could 

incur $1.00 of additional Indebtedness under Section 4.09(a) or (b) such 

investment is made with the proceeds of Incremental Funds; (ii) if such 

Unrestricted Subsidiary or Joint Venture has outstanding Indebtedness at the 

time of such Investment, either (a) all such Indebtedness is Non-Recourse Debt 

with respect to the Partnership and its Restricted Subsidiaries or (b) any such 

Indebtedness of such Unrestricted Subsidiary or Joint Venture that is recourse 

to the Partnership or any of its Restricted Subsidiaries (which shall include 

all Indebtedness of such Unrestricted Subsidiary or Joint Venture for which the 

Partnership or any of its Restricted Subsidiaries may be directly or indirectly, 

contingently or otherwise, obligated to pay, whether pursuant to the terms of 

such Indebtedness, by law or pursuant to any guaranty or "claw-back," 

"make-well" or "keep-well" arrangement) could, at the time such Investment is 

made and, if later, at the time any such Indebtedness is incurred, be incurred 

by the Partnership and its Restricted Subsidiaries in accordance with the 

limitation on indebtedness set forth in Section 4.09(a); and (iii) such 

Unrestricted Subsidiary's or Joint Venture's activities are not outside the 

scope of the Permitted Business. 

 

     "Permitted Investments" means: 

 

          (i) any Investment in, or that results in the creation of, a 

     Restricted Subsidiary of the Partnership; 

 

          (ii) any Investment in the Partnership or in a Restricted Subsidiary 

     of the Partnership (excluding redemptions, purchases, acquisitions or other 

     retirements of Equity Interests in the Partnership); 

 

          (iii) any Investment in cash or Cash Equivalents; 
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          (iv) any Investment by the Partnership or any Restricted Subsidiary of 

     the Partnership in a Person if as a result of such Investment: (a) such 

     Person becomes a Restricted Subsidiary of the Partnership; or (b) such 

     Person is merged, consolidated or amalgamated with or into, or transfers or 

     conveys substantially all of its assets to, or is liquidated into, the 

     Partnership or a Restricted Subsidiary of the Partnership; 

 

          (v) any Investment made as a result of the receipt of consideration 

     consisting of other than cash or Cash Equivalents from an Asset Sale that 

     was made pursuant to and in compliance with Section 4.07; 

 

          (vi) any acquisition of assets solely in exchange for the issuance of 

     Equity Interests (other than Disqualified Equity) of the Partnership; 

 

          (vii) payroll advances arising in the ordinary course of business and 

     other advances and loans to officers and employees of the Partnership or 

     any of its Restricted Subsidiaries, so long as the aggregate principal 

     amount of such advances and loans does not exceed $1.0 million at any one 

     time outstanding; 

 

          (viii) Investments in stock, obligations or securities received in 

     settlement of debts owing to the Partnership or any of its Restricted 

     Subsidiaries as a result of bankruptcy or insolvency proceedings or upon 

     the foreclosure, perfection or enforcement or any Lien in favor of the 

     Partnership or any such Restricted Subsidiary, in each case as to debt 

     owing to the Partnership or any such Restricted Subsidiary that arose in 

     the ordinary course of business of the Partnership or any such Restricted 

     Subsidiary; 

 

          (ix) any Investment in Hedging Obligations; 

 

          (x) any Investments in prepaid expenses, negotiable instruments held 

     for collection and lease, utility, workers' compensation and performance 

     and other similar deposits and prepaid expenses made in the ordinary course 

     of business; 

 

          (xi) any Investments required to be made pursuant to any agreement or 

     obligation of the Partnership or any Restricted Subsidiary in effect on the 

     Issue Date; and 

 

          (xii) other Investments in any Person engaged in a Permitted Business 

     (other than an Investment in an Unrestricted Subsidiary) having an 

     aggregate fair market value (measured on the date each such Investment was 

     made and without giving effect to subsequent changes in value), when taken 

     together with all other Investments made pursuant to this clause (xii) 

     since the Issue Date and existing at the time the Investment, which is the 

     subject of the determination, was made, not to exceed $5.0 million. 

 

     "Permitted Junior Securities" means (i) nonmandatorily redeemable Equity 

Interests in the Partnership or any Subsidiary Guarantor, as reorganized or 

adjusted, or (ii) debt 
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securities of the Partnership or any Subsidiary Guarantor as reorganized or 

readjusted that are subordinated to all Senior Debt and Guarantor Senior Debt 

and any debt securities issued in exchange for Senior Debt and Guarantor Senior 

Debt to substantially the same extent as, or to a greater extent than, the Notes 

and the Guarantees are subordinated to Senior Debt and Guarantor Senior Debt 

pursuant to Article 10 and Article 11 of this Indenture, provided that the 

rights of the holders of Senior Debt and Guarantor Senior Debt under the 

Partnership Credit Facility are not altered or impaired by such reorganization 

or readjustment. 

 

     "Permitted Liens" means, 

 

          (i) Liens on the assets of the Partnership and any Subsidiary securing 

     Senior Debt and Guarantor Senior Debt; 

 

          (ii) Liens in favor of the Partnership or any of its Restricted 

     Subsidiaries; 

 

          (iii) Liens on property of a Person existing at the time such Person 

     is merged with or into or consolidated with the Partnership or any 

     Restricted Subsidiary of the Partnership, provided that such Liens were in 

     existence prior to the contemplation of such merger or consolidation and do 

     not extend to any assets other than those of the Person merged into or 

     consolidated with the Partnership or such Restricted Subsidiary; 

 

          (iv) Liens on property existing at the time of acquisition thereof by 

     the Partnership or any Restricted Subsidiary of the Partnership, provided 

     that such Liens were in existence prior to the contemplation of such 

     acquisition and relate solely to such property, accessions thereto and the 

     proceeds thereof; 

 

          (v) Liens to secure the performance of tenders, bids, leases, 

     statutory obligations, surety or appeal bonds, government contracts, 

     performance bonds or other obligations of a like nature incurred in the 

     ordinary course of business; 

 

          (vi) Liens on any property or asset acquired, constructed or improved 

     by the Partnership or any Restricted Subsidiary (a "Purchase Money Lien"), 

     which (A) are in favor of the seller of such property or assets, in favor 

     of the Person constructing or improving such asset or property, or in favor 

     of the Person that provided the funding for the acquisition, construction 

     or improvement of such asset or property, (B) are created within 360 days 

     after the date of acquisition, construction or improvement, (C) secure the 

     purchase price or construction or improvement cost, as the case may be, of 

     such asset or property in an amount up to 100% of the fair market value (as 

     determined by the Board of Directors of the General Partner) of such 

     acquisition, construction or improvement of such asset or property, and (D) 

     are limited to the asset or property so acquired, constructed or improved 

     (including proceeds thereof and accretions and upgrades thereof); 

 

          (vii) Liens on assets of a Subsidiary Guarantor to secure Guarantor 

     Senior Debt of such a Subsidiary Guarantor that, at the time of such 

     incurrence, was permitted by this Indenture to be incurred; 
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          (viii) Liens for taxes, assessments or governmental charges or claims 

     that are not yet delinquent or that are being contested in good faith by 

     appropriate proceedings promptly instituted and diligently concluded, 

     provided that any reserve or other appropriate provision as shall be 

     required in conformity with GAAP shall have been made therefor; 

 

          (ix) Liens incurred or deposits made in the ordinary course of 

     business in connection with workers' compensation, unemployment insurance 

     and other types of social security, old age pension or public liability 

     obligations; 

 

          (x) easements, rights-of-way, restrictions, minor defects and 

     irregularities in title and other similar charges or encumbrances not 

     interfering in any material respect with the business of the Partnership or 

     its Restricted Subsidiaries; 

 

          (xi) Liens securing reimbursement obligations of the Partnership or a 

     Restricted Subsidiary with respect to letters of credit encumbering only 

     documents and other property relating to such letters of credit and the 

     products and proceeds thereof; 

 

          (xii) judgment and attachment Liens not giving rise to a Default or 

     Event of Default; 

 

          (xiii) Liens encumbering deposits made to secure obligations arising 

     from statutory, regulatory, contractual or warranty requirements of the 

     Partnership and its Restricted Subsidiaries; 

 

          (xiv) liens arising out of consignment or similar arrangements for the 

     sale of goods; 

 

          (xv) any interest or title of a lessor in property subject to any 

     Capital Lease Obligation; 

 

          (xvi) statutory Liens of landlords and Liens of carriers, 

     warehousemen, mechanics, suppliers, materialmen and repairmen and other 

     like Liens (including contractual landlord's Liens) arising in the ordinary 

     course of business and with respect to amounts not yet delinquent or being 

     contested in good faith by appropriate proceedings, if a reserve or other 

     appropriate provision, if any, as shall be required by GAAP shall have been 

     made therefor; 

 

          (xvii) Liens upon specific items of inventory or other goods and 

     proceeds of any Person securing such Person's obligations in respect of 

     bankers' acceptances issued or created for the account of such Person to 

     facilitate the purchase, shipment, or storage of such inventory or other 

     goods; 

 

          (xviii) Liens to secure the performance of Hedging Obligations of the 

     Partnership or any Restricted Subsidiary; 
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          (xix) Liens on pipelines or pipeline facilities that arise by 

     operation of law; 

 

          (xx) Liens arising under operating agreements, joint venture 

     agreements, partnership agreements, oil and gas leases, farmout agreements, 

     division orders, contracts for sale, transportation or exchange of oil and 

     natural gas, unitization and pooling declarations and agreements, area of 

     mutual interest agreements and other agreements arising in the ordinary 

     course of the Partnership's or any Restricted Subsidiary's business that 

     are customary in the Permitted Businesses; 

 

          (xxi) Liens securing the Obligations of the Issuers under the Notes 

     and this Indenture and of the Subsidiary Guarantors under the Guarantees; 

 

          (xxii) Liens in favor of collecting or payor banks having a right of 

     setoff, revocation, refund or chargeback with respect to money or 

     instruments of the Partnership or any of its Restricted Subsidiaries on 

     deposit with or in possession of such bank; 

 

          (xxiii) Liens on and pledges of the Equity Interests of an 

     Unrestricted Subsidiary or any Joint Venture owned by the Partnership or 

     any Restricted Subsidiary to the extent securing Non- Recourse Debt or 

     Indebtedness incurred pursuant to Section 4.09(a); 

 

          (xxiv) Liens existing on the Issue Date and Liens on any extensions, 

     refinancing, renewal, replacement or defeasance of any Indebtedness or 

     other obligation secured thereby; 

 

          (xxv) Liens arising from protective filings made in the appropriate 

     office(s) for the filing of a financing statement in the applicable 

     jurisdiction(s) in connection with any lease, consignment or similar 

     transaction otherwise permitted hereby, which filings are made for the 

     purpose of perfecting the interest of the secured party in the relevant 

     items, if the transaction were subsequently classified as a sale and 

     secured lending arrangement; 

 

          (xxvi) Liens securing any Indebtedness, which Indebtedness includes a 

     covenant that limits Liens in a manner substantially similar to Section 

     4.11; and 

 

          (xxvii) in addition to Liens permitted by clauses (i) through (xxvi) 

     above, Liens that are incurred in the ordinary course of business of the 

     Partnership or any Restricted Subsidiary of the Partnership with respect to 

     obligations that do not exceed $10.0 million at any one time outstanding. 

 

     "Permitted Refinancing Indebtedness" means any Indebtedness of the 

Partnership or any of its Restricted Subsidiaries issued in exchange for, or the 

net proceeds of which are used to extend, refinance, renew, replace, defease or 

refund other Indebtedness of the Partnership or any of its Restricted 

Subsidiaries (other than intercompany Indebtedness); provided that: (i) the 

principal amount (or accreted value, if applicable) of such Permitted 

Refinancing Indebtedness 
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does not exceed the principal amount of (or accreted value, if applicable), plus 

accrued interest on the Indebtedness so extended, refinanced, renewed, replaced, 

defeased or refunded (plus the amount of necessary fees and expenses incurred in 

connection therewith and any premiums paid on the Indebtedness so extended, 

refinanced, renewed, replaced, defeased or refunded); (ii) such Permitted 

Refinancing Indebtedness has a final maturity date no earlier than the final 

maturity date of, and has a Weighted Average Life to Maturity equal to or 

greater than the Weighted Average Life to Maturity of, the Indebtedness being 

extended, refinanced, renewed, replaced, defeased or refunded; (iii) if the 

Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded 

is subordinated in right of payment to the Notes or the Guarantees, such 

Permitted Refinancing Indebtedness has a final maturity date later than the 

final maturity date of, and is subordinated in right of payment to, the Notes or 

the Guarantees, as the case may be, on terms at least as favorable to the 

Holders of Notes as those contained in the documentation governing the 

Indebtedness being extended, refinanced, renewed, replaced, defeased or 

refunded; and (iv) such Indebtedness is incurred either by the Partnership or by 

the Restricted Subsidiary who is the obligor on the Indebtedness being extended, 

refinanced, renewed, replaced, defeased or refunded. 

 

     "Person" means any individual, corporation, partnership (general or 

limited), limited liability company, joint venture, association, joint-stock 

company, trust, unincorporated organization or government or agency or political 

subdivision thereof or other entity. 

 

     "Private Placement Legend" means the legend set forth in Section 2.06(g)(i) 

to be placed on all Notes issued under this Indenture except where otherwise 

permitted by the provisions of this Indenture. 

 

     "QIB" means a "qualified institutional buyer" as defined in Rule 144A of 

the rules and regulations promulgated by the SEC under the Securities Act. 

 

     "Rating Agency" means each of S&P and Moody's, or if S&P or Moody's or both 

shall not make a rating on the notes publicly available, a nationally recognized 

statistical rating agency or agencies, as the case may be, selected by the 

Issuers (as certified by a resolution of the Boards of Directors of the Issuers) 

which shall be substituted for S&P or Moody's, or both, as the case may be. 

 

     "Registrable Securities" has the meaning set forth in the Registration 

Rights Agreement. 

 

     "Registration Rights Agreement" means (i) that certain agreement among the 

Issuers, the Subsidiary Guarantors and the Initial Purchasers requiring the 

Issuers and the Subsidiary Guarantors to file the Exchange Offer Registration 

Statement and the Shelf Registration Statement and (ii) any other registration 

rights agreement relating to any additional Notes issued by the Issuers after 

the Issue Date pursuant to Section 2.02. 

 

     "Regulation S" means Regulation S promulgated by the SEC under the 

Securities Act. 

 

     "Regulation S Global Note" means a global Note in the form of Exhibit A 

hereto bearing the Global Note Legend and the Private Placement Legend and that 

has the "Schedule of 
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Exchange of Interests in the Global Note" attached thereto and deposited with or 

on behalf of and registered in the name of the Depositary or its nominee, issued 

in a denomination equal to the outstanding principal amount of the Notes 

initially sold in reliance on Rule 903 of Regulation S, subject to adjustment as 

provided in Section 2.06 hereof. 

 

     "Representative" means this Indenture trustee or other trustee, agent or 

representative for any Senior Debt. 

 

     "Responsible Officer," when used with respect to the Trustee, means the 

officer in the Institutional Trust Services department of the Trustee having 

direct responsibility for administration of this Indenture. 

 

     "Restricted Broker-Dealer" has the meaning set forth in the Registration 

Rights Agreement. 

 

     "Restricted Certificated Note" means a Certificated Note bearing the 

Private Placement Legend. 

 

     "Restricted Global Note" means a global Note bearing the Private Placement 

Legend and that bears the Global Note Legend and that has the "Schedule of 

Exchanges of Interests in the Global Note" attached thereto. 

 

     "Restricted Investment" means an Investment other than a Permitted 

Investment or a Permitted Business Investment. 

 

     "Restricted Subsidiary" of a Person means any Subsidiary of the referenced 

Person that is not an Unrestricted Subsidiary, provided that none of Atlantis 

Offshore, L.L.C., Copper Eagle Gas Storage, L.L.C., Coyote Gas Treating, L.L.C., 

Deepwater Gateway, L.L.C. and Poseidon Oil Pipeline, L.L.C., as the case may be, 

shall constitute a Restricted Subsidiary for purposes of this Indenture (even if 

such Person is then a Subsidiary of the Partnership), until such time as the 

Board of Directors of the General Partner designates Atlantis Offshore, L.L.C., 

Copper Eagle Gas Storage, L.L.C., Deepwater Gateway, L.L.C. and Poseidon Oil 

Pipeline, L.L.C., as the case may be, as a Restricted Subsidiary in a manner 

consistent with the designation of an Unrestricted Subsidiary as a Restricted 

Subsidiary, as described in Section 4.15. Notwithstanding anything in this 

Indenture to the contrary, El Paso Finance shall constitute a Restricted 

Subsidiary of the Partnership. 

 

     "Rule 144" means Rule 144 promulgated by the SEC under the Securities Act. 

 

     "Rule 144A" means Rule 144A promulgated by the SEC under the Securities 

Act. 

 

     "Rule 903" means Rule 903 of Regulation S promulgated by the SEC under the 

Securities Act. 

 

     "Rule 904" means Rule 904 of Regulation S promulgated by the SEC under the 

Securities Act. 
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     "S&P" means Standard & Poor's Ratings Group or any successor to the rating 

agency business thereof. 

 

     "SEC" means the Securities and Exchange Commission. 

 

     "Securities Act" means the Securities Act of 1933, as amended. 

 

     "Senior Debt" means, 

 

          (i) all Indebtedness outstanding under Credit Facilities and all 

     Hedging Obligations with respect thereto, 

 

          (ii) any other Indebtedness permitted to be incurred by the 

     Partnership and the Restricted Subsidiaries under the terms of this 

     Indenture, unless the instrument under which such Indebtedness is incurred 

     expressly provides that it is on a parity with or subordinated in right of 

     payment to the Notes or the Guarantees, as applicable; and 

 

          (iii) all Obligations with respect to the items listed in the 

     preceding clauses (i) and (ii). 

 

     Notwithstanding anything to the contrary in the preceding, Senior Debt will 

not include: 

 

          (a) Indebtedness evidenced by the Notes or the Guarantees; 

 

          (b) Indebtedness that is expressly subordinate or junior in right of 

     payment to any other indebtedness of the Partnership, El Paso Finance or 

     any Subsidiary Guarantor; 

 

          (c) any liability for federal, state, local or other taxes owed or 

     owing by the Partnership or any Restricted Subsidiary of the Partnership; 

 

          (d) any Indebtedness of the Partnership or any of its Subsidiaries to 

     any of its Subsidiaries or other Affiliates; 

 

          (e) any trade payables; or 

 

          (f) any Indebtedness that is incurred in violation of this Indenture. 

 

     "Series A Notes" has the meaning set forth in the preamble of this 

Indenture. 

 

     "Shelf Registration Statement" means that certain shelf registration 

statement filed by the Issuers and the Subsidiary Guarantors in accordance with 

the Registration Rights Agreement with the SEC to register resales of the Notes 

or the Exchange Notes. 

 

     "Significant Subsidiary" means any Subsidiary that would be a "significant 

subsidiary" as defined in Article 1, Rule 1-02 of Regulation S-X, promulgated 

pursuant to the Securities Act and the Exchange Act, as such Regulation is in 

effect on the date hereof. 
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     "Stated Maturity" means, with respect to any installment of interest or 

principal on any series of Indebtedness, the date on which such payment of 

interest or principal was scheduled to be paid in the original documentation 

governing such Indebtedness, and shall not include any contingent obligations to 

repay, redeem or repurchase any such interest or principal prior to the date 

originally scheduled for the payment thereof. 

 

     "Subsidiary" means, with respect to any Person: (i) any corporation, 

association or other business entity of which more than 50% of the total Voting 

Stock is at the time owned or controlled, directly or indirectly, by such Person 

or one or more of the other Subsidiaries of that Person (or a combination 

thereof); and (ii) any partnership (whether general or limited), limited 

liability company or joint venture (a) the sole general partner or the managing 

general partner or managing member of which is such Person or a Subsidiary of 

such Person or (b) if there are more than a single general partner or member 

either (i) the only general partners or managing members of such Person are such 

Person or of one or more Subsidiaries of such Person (or any combination 

thereof) or (ii) such Person owns or controls, directly or indirectly, a 

majority of the outstanding general partner interests, member interests or other 

Voting Stock of such partnership, limited liability company or joint venture, 

respectively. 

 

     "Subsidiary Guarantors" means each of: (i) the entities listed on Schedule 

A hereto; and (ii) any other Restricted Subsidiary of the Partnership that 

executes a Guarantee in accordance with the provisions of Section 4.14 and 

Article 11 of this Indenture; and (iii) their respective successors and assigns. 

Notwithstanding anything in this Indenture to the contrary, El Paso Finance 

shall not be a Subsidiary Guarantor. 

 

     "Tax Payment" means any payment of foreign, federal, state or local tax 

liabilities. 

 

     "TIA" means the Trust Indenture Act of 1939 (15 U.S.C. Sections 

77aaa-77bbbb) as in effect on the date on which this Indenture is qualified 

under the TIA, except as provided in Section 9.03 hereof. 

 

     "Trustee" means the party named as such above until a successor replaces it 

in accordance with the applicable provisions of this Indenture and thereafter 

means the successor serving hereunder. 

 

     "Unrestricted Certificated Note" means one or more Certificated Notes that 

do not bear and are not required to bear the Private Placement Legend. 

 

     "Unrestricted Global Note" means a permanent global Note in the form of 

Exhibit A attached hereto that bears the Global Note Legend and that has the 

"Schedule of Exchanges of Interests in the Global Note" attached thereto, and 

that is deposited with or on behalf of and registered in the name of the 

Depositary, representing a series of Notes that do not bear the Private 

Placement Legend. 

 

     "Unrestricted Subsidiary" means any Subsidiary of the Partnership (other 

than El Paso Finance) that is designated by the Board of Directors of the 

General Partner as an Unrestricted Subsidiary pursuant to a Board Resolution, 

provided that, at the time of such designation, (i) no portion of the 

Indebtedness or other obligation of such Subsidiary (whether 

 

 

 

                                       26 

 

 

 



 

 

 

 

contingent or otherwise and whether pursuant to the terms of such Indebtedness 

or the terms governing the organization of such Subsidiary or by law (A) is 

guaranteed by the Partnership or any Restricted Subsidiary of the Partnership, 

(B) is recourse to or obligates the Partnership or any Restricted Subsidiary of 

the Partnership in any way (including any "claw-back," "keep-well," "make- well" 

or other agreements, arrangements or understandings to maintain the financial 

performance or results of operations of such Subsidiary or to otherwise infuse 

or contribute cash to such Subsidiary), or (C) subjects any property or assets 

of the Partnership or any Restricted Subsidiary, directly or indirectly, 

contingently or otherwise, to the satisfaction of such Indebtedness, unless such 

Investment or Indebtedness is permitted by Section 4.08 or Section 4.09, (ii) no 

Equity Interests of a Restricted Subsidiary are held by such Subsidiary, 

directly or indirectly, and (iii) the amount of the Partnership's Investment, as 

determined at the time of such designation, in such Subsidiary since the Issue 

Date to the date of designation is treated as of the date of such designation as 

a Restricted Investment, Permitted Investment or Permitted Business Investment, 

as applicable. EPN Arizona Gas, L.L.C., Arizona Gas Storage, L.L.C. and 

Matagorda Island Area Gathering System are designated as Unrestricted 

Subsidiaries. Notwithstanding anything in the Indenture to the contrary, El Paso 

Finance shall not be, and shall not be designated as, an Unrestricted 

Subsidiary. 

 

     Any designation of a Subsidiary of the Partnership as an Unrestricted 

Subsidiary shall be evidenced to the Trustee by filing with the Trustee a Board 

Resolution giving effect to such designation and an Officers' Certificate 

certifying that such designation complied with the preceding conditions and was 

permitted by Section 4.08. If, at any time, any Unrestricted Subsidiary would 

fail to meet the preceding requirements as an Unrestricted Subsidiary, it shall 

thereafter cease to be an Unrestricted Subsidiary for purposes of this Indenture 

and any Indebtedness of such Subsidiary shall be deemed to be incurred by a 

Restricted Subsidiary of the Partnership as of such date and, if such 

Indebtedness is not permitted to be incurred as of such date under Section 4.09, 

the Partnership shall be in default of such covenant. The Board of Directors of 

the General Partner may at any time designate any Unrestricted Subsidiary to be 

a Restricted Subsidiary; provided that such designation shall be deemed to be an 

incurrence of Indebtedness by a Restricted Subsidiary of the Partnership of any 

outstanding Indebtedness of such Unrestricted Subsidiary and such designation 

shall only be permitted if (1) such Indebtedness is permitted under the covenant 

described under Section 4.09, calculated on a pro forma basis as if such 

designation had occurred at the beginning of the four- quarter reference period; 

and (2) no Default or Event of Default would be in existence following such 

designation. 

 

     "U.S. Government Obligations" means securities that are (i) direct 

obligations of the United States of America for the payment of which its full 

faith and credit is pledged; (ii) obligations of a Person controlled or 

supervised by and acting as an agency or instrumentality of the United States of 

America the payment of which is unconditionally guaranteed as a full faith and 

credit obligation by the United States of America, which, in either case under 

clauses (i) or (ii) above, are not callable or redeemable at the option of the 

issuers thereof; or (iii) depository receipts issued by a bank or trust company 

as custodian with respect to any such U.S. Government Obligations or a specific 

payment of interest on or principal of any such U.S. Government Obligation held 

by such custodian for the account of the holder of a Depository receipt, 

provided that (except as required by law) such custodian is not authorized to 

make any deduction from the amount payable to the holder of such Depository 

receipt from any amount 
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received by the custodian in respect of the U.S. Government Obligation evidenced 

by such Depository receipt. 

 

     "U.S. Person" means a U.S. person as defined in Rule 902(k) of Regulation S 

promulgated by the SEC under the Securities Act. 

 

     "Voting Stock" of any Person as of any date means the Equity Interests of 

such Person pursuant to which the holders thereof have the general voting power 

under ordinary circumstances to elect at least a majority of the board of 

directors, managers, general partners or trustees of any Person (regardless of 

whether, at the time, Equity Interests of any other class or classes shall have, 

or might have, voting power by reason of the occurrence of any contingency) or, 

with respect to a partnership (whether general or limited), any general partner 

interest in such partnership. 

 

     "Weighted Average Life to Maturity" means, when applied to any Indebtedness 

at any date, the number of years obtained by dividing: (i) the sum of the 

products obtained by multiplying (a) the amount of each then remaining 

installment, sinking fund, serial maturity or other required payments of 

principal, including payment at final maturity, in respect thereof, by (b) the 

number of years (calculated to the nearest one-twelfth) that will elapse between 

such date and the making of such payment; by (ii) the then outstanding principal 

amount of such Indebtedness. 

 

SECTION 1.02. OTHER DEFINITIONS. 

 

TERM DEFINED IN SECTION - ---- ------------------ "Affiliate

Transaction" ...................................................

4.13 "Asset Sale Offer"

........................................................ 3.09

"Calculation Date"

........................................................

1.01(definition of Fixed Charge Coverage Ratio) "Change of Control

Offer" ................................................. 4.06

"Change of Control Payment"

............................................... 4.06 "Change of

Control Payment Date" ..........................................

4.06 "Covenant Defeasance"

..................................................... 8.03 "DTC"

.....................................................................

2.03 "Event of Default"

........................................................ 6.01

"Excess Proceeds"

......................................................... 4.07(c)

"Incremental Funds"

....................................................... 4.08(a)

"incur"

...................................................................

4.09 "Legal Defeasance"

........................................................ 8.02 "Offer

Amount" ............................................................

3.09 "Offer Period"

............................................................ 3.09

"Paying Agent"

............................................................ 2.03

"Payment Blockage Notice"

................................................. 10.03 "Payment

Default" .........................................................

6.01(e) "Permitted Debt"

.......................................................... 4.09(b)

"Purchase Date"

........................................................... 3.09

"Registrar"

............................................................... 2.03

"Reinstatement Date"

...................................................... 4.20

"Restricted Payment"

...................................................... 4.08

"Suspended Covenants"

..................................................... 4.20
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SECTION 1.03. INCORPORATION BY REFERENCE OF TRUST INDENTURE ACT. 

 

     Whenever this Indenture refers to a provision of the TIA, the provision is 

incorporated by reference in and made a part of this Indenture. 

 

     The following TIA terms used in this Indenture have the following meanings: 

 

     "indenture securities" means the Notes and the Guarantees; 

 

     "indenture security Holder" means a Holder of a Note; 

 

     "indenture to be qualified" means this Indenture; 

 

     "indenture trustee" or "institutional trustee" means the Trustee; 

 

     "obligor" on the Notes means the Partnership, El Paso Finance or any 

Subsidiary Guarantor and any successor obligor upon the Notes. 

 

     All other terms used in this Indenture that are defined by the TIA, defined 

by TIA reference to another statute or defined by SEC rule under the TIA have 

the meanings so assigned to them. 

 

SECTION 1.04. RULES OF CONSTRUCTION. 

 

     Unless the context otherwise requires: 

 

          (i) a term has the meaning assigned to it; 

 

          (ii) an accounting term not otherwise defined has the meaning assigned 

     to it in accordance with GAAP; 

 

          (iii) "or" is not exclusive; 

 

          (iv) words in the singular include the plural, and in the plural 

     include the singular; 

 

          (v) provisions apply to successive events and transactions; and 

 

          (vi) references to sections of or rules under the Securities Act shall 

     be deemed to include substitute, replacement of successor sections or rules 

     adopted by the SEC from time to time. 
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                                   ARTICLE 2 

                                   THE NOTES 

 

SECTION 2.01. FORM AND DATING. 

 

     The Notes and the Trustee's certificate of authentication shall be 

substantially in the form of Exhibit A hereto. The notation on each Note 

relating to the Guarantees shall be substantially in the form set forth on 

Exhibit D, which is a part of this Indenture. The Notes may have notations, 

legends or endorsements required by law, stock exchange rule or usage. Each Note 

shall be dated the date of its authentication. The Notes shall be in 

denominations of $1,000 and integral multiples thereof. 

 

     The terms and provisions contained in the Notes (including the Guarantees) 

shall constitute, and are hereby expressly made, a part of this Indenture and 

the Partnership, El Paso Finance, the Subsidiary Guarantors, and the Trustee, by 

their execution and delivery of this Indenture, expressly agree to such terms 

and provisions and to be bound thereby. However, to the extent any provision of 

any Note conflicts with the express provisions of this Indenture, the provisions 

of this Indenture shall govern and be controlling. 

 

     Notes issued in global form shall be substantially in the form of Exhibit A 

attached hereto (including the Global Note Legend and the "Schedule of Exchanges 

in the Global Note" attached thereto). Notes issued in definitive form shall be 

substantially in the form of Exhibit A attached hereto (but without the Global 

Note Legend, the phrase identified in footnote 1 thereto and without the 

"Schedule of Exchanges of Interests in the Global Note" attached thereto). Each 

Global Note shall represent such of the outstanding Notes as shall be specified 

therein and each shall provide that it shall represent the aggregate principal 

amount of outstanding Notes from time to time endorsed thereon and that the 

aggregate principal amount of outstanding Notes represented thereby may from 

time to time be reduced or increased, as appropriate, to reflect exchanges and 

redemptions. Any endorsement of a Global Note to reflect the amount of any 

increase or decrease in the aggregate principal amount of outstanding Notes 

represented thereby shall be made by the Trustee or the Note Custodian, at the 

direction of the Trustee, in accordance with instructions given by the Holder 

thereof as required by Section 2.06 hereof. 

 

SECTION 2.02. EXECUTION AND AUTHENTICATION. 

 

     One Officer of the Partnership and one Officer of El Paso Finance shall 

sign the Notes for the Partnership and El Paso Finance, respectively, by manual 

or facsimile signature. The seal of the Partnership and El Paso Finance shall be 

reproduced on the Notes and may be in facsimile form. 

 

     If an Officer whose signature is on a Note no longer holds that office at 

the time a Note is authenticated, the Note shall nevertheless be valid. 

 

     A Note shall not be valid until authenticated by the manual signature of 

the Trustee. The signature shall be conclusive evidence that the Note has been 

authenticated under this Indenture. 
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     The Trustee shall, upon a written order of the Partnership and El Paso 

Finance signed by one Officer of the Partnership and one Officer of El Paso 

Finance, authenticate (i) $300,000,000 aggregate principal amount of Notes, with 

the Guarantees endorsed thereon, for original issue on the Issue Date and (ii) 

any amount of additional Notes specified by the Issuers, in each case, upon a 

written order of the Partnership and El Paso Finance signed by one Officer of 

the Partnership and one Officer of El Paso Finance. Such order shall specify (a) 

the amount of the Notes of each series to be authenticated and the date of 

original issue thereof, and (b) whether the Notes are Series A Notes or Exchange 

Notes. The aggregate principal amount of Notes of any series outstanding at any 

time may not exceed the aggregate principal amount of Notes of such series 

authorized for issuance by the Issuers pursuant to one or more written orders of 

the Issuers, except as provided in Section 2.07 hereof. Subject to the 

foregoing, the aggregate principal amount of Notes of any series that may be 

issued under this Indenture shall not be limited. 

 

     The Trustee may appoint an authenticating agent acceptable to the Issuers 

to authenticate Notes. An authenticating agent may authenticate Notes whenever 

the Trustee may do so. Each reference in this Indenture to authentication by the 

Trustee includes authentication by such agent. An authenticating agent has the 

same rights as an Agent to deal with Holders or an Affiliate of either of the 

Issuers. 

 

SECTION 2.03. REGISTRAR AND PAYING AGENT. 

 

     The Partnership, El Paso Finance and the Subsidiary Guarantors shall 

maintain an office or agency where Notes may be presented for registration of 

transfer or for exchange ("Registrar") and an office or agency in the State of 

New York where Notes may be presented for payment ("Paying Agent"). The 

Registrar shall keep a register of the Notes and of their transfer and exchange. 

The Issuers may appoint one or more co-registrars and one or more additional 

paying agents. The term "Registrar" includes any co-registrar and the term 

"Paying Agent" includes any additional paying agent. The Issuers may change any 

Paying Agent or Registrar without notice to any Holder. The Issuers shall notify 

the Trustee in writing of the name and address of any Agent not a party to this 

Indenture. If the Issuers fail to appoint or maintain another entity as 

Registrar or Paying Agent, the Trustee shall act as such. The Partnership, El 

Paso Finance or any of the Subsidiary Guarantors may act as Paying Agent or 

Registrar. 

 

     The Issuers initially appoint The Depository Trust Company ("DTC") to act 

as Depositary with respect to the Global Notes. 

 

     The Issuers initially appoint the Trustee to act as the Registrar and 

Paying Agent and to act as Note Custodian with respect to the Global Notes. 

 

SECTION 2.04. PAYING AGENT TO HOLD MONEY IN TRUST. 

 

     The Issuers shall require each Paying Agent other than the Trustee to agree 

in writing that the Paying Agent will hold in trust for the benefit of Holders 

or the Trustee all money held by the Paying Agent for the payment of principal, 

premium, if any, or interest or Liquidated Damages, if any, on the Notes, and 

will notify the Trustee of any default by the 

 

 

                                       31 

 

 

 



 

 

 

 

Partnership, El Paso Finance or the Subsidiary Guarantors in making any such 

payment. While any such default continues, the Trustee may require a Paying 

Agent to pay all money held by it to the Trustee. The Issuers at any time may 

require a Paying Agent to pay all money held by it to the Trustee. Upon payment 

over to the Trustee, the Paying Agent (if other than an Issuer or a Subsidiary 

Guarantor) shall have no further liability for the money. If an Issuer or a 

Subsidiary Guarantor acts as Paying Agent, it shall segregate and hold in a 

separate trust fund for the benefit of the Holders all money held by it as 

Paying Agent. Upon any bankruptcy or reorganization proceedings relating to the 

Partnership or El Paso Finance, the Trustee shall serve as Paying Agent for the 

Notes. 

 

SECTION 2.05. HOLDER LISTS. 

 

     The Trustee shall preserve in as current a form as is reasonably 

practicable the most recent list available to it of the names and addresses of 

all Holders and shall otherwise comply with TIA Section 312(a). If the Trustee 

is not the Registrar, the Issuers shall furnish to the Trustee at least seven 

Business Days before each Interest Payment Date and at such other times as the 

Trustee may request in writing, a list in such form and as of such date as the 

Trustee may reasonably require of the names and addresses of the Holders of 

Notes and the Issuers shall otherwise comply with TIA Section 312(a). 

 

SECTION 2.06. TRANSFER AND EXCHANGE. 

 

     (a) Transfer and Exchange of Global Notes. A Global Note may not be 

transferred as a whole except by the Depositary to a nominee of the Depositary, 

by a nominee of the Depositary to the Depositary or to another nominee of the 

Depositary, or by the Depositary or any such nominee to a successor Depositary 

or a nominee of such successor Depositary. All Global Notes may be exchanged by 

the Issuers for Certificated Notes if (i) the Issuers deliver to the Trustee 

notice from the Depositary that it is unwilling or unable to continue to act as 

Depositary or that it is no longer a clearing agency registered under the 

Exchange Act and, in either case, a successor Depositary is not appointed by the 

Issuers within 90 days after the date of such notice from the Depositary, (ii) 

the Issuers in their sole discretion determine that the Global Notes (in whole 

but not in part) should be exchanged for Certificated Notes and deliver a 

written notice to such effect to the Trustee; provided that in no event shall 

the Regulation S Global Note be exchanged by the Issuers for Certificated Notes 

prior to (x) the expiration of the Distribution Compliance Period and (y) the 

receipt by the Registrar of any certificates required pursuant to Rule 903 under 

the Securities Act, or (iii) if a Default or an Event of Default occurs and is 

continuing. Whenever a Global Note is exchanged as a whole for one or more 

Certificated Notes, it shall be surrendered by the Holder thereof to the Trustee 

for cancellation. Whenever a Global Note is exchanged in part for one or more 

Certificated Notes, it shall be surrendered by the Holder thereof to the Trustee 

and the Trustee shall make the appropriate notations to the Schedule of 

Exchanges of Interests in the Global Notes attached thereto pursuant to Section 

2.01 hereof. All Certificated Notes issued in exchange for a Global Note or any 

portion thereof shall be registered in such names, and delivered, as the 

Depositary shall instruct the Trustee. Global Notes also may be exchanged or 

replaced, in whole or in part, as provided in Sections 2.07 and 2.10 hereof. 

Every Note authenticated and delivered in exchange for, or in lieu of, a Global 

Note or any portion thereof, pursuant to Section 2.07 or 2.10 hereof, shall be 

authenticated and delivered in the form of, and shall be, a Global Note. A 

Global Note may not be exchanged for 
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another Note other than as provided in this Section 2.06(a); however, beneficial 

interests in a Global Note may be transferred and exchanged as provided in 

Section 2.06(b), (c) or (f) hereof. 

 

     (b) Transfer and Exchange of Beneficial Interests in the Global Notes. The 

transfer and exchange of beneficial interests in the Global Notes shall be 

effected through the Depositary, in accordance with the provisions of this 

Indenture and the Applicable Procedures. Beneficial interests in the Restricted 

Global Notes shall be subject to restrictions on transfer comparable to those 

set forth herein to the extent required by the Securities Act. Transfers of 

beneficial interests in the Global Notes also shall require compliance with 

either subparagraph (i) or (ii) below, as applicable, as well as one or more of 

the other following subparagraphs as applicable: 

 

          (i) Transfer of Beneficial Interests in the Same Global Note. 

     Beneficial interests in any Restricted Global Note may be transferred to 

     Persons who take delivery thereof in the form of a beneficial interest in 

     the same Restricted Global Note in accordance with the transfer 

     restrictions set forth in the Private Placement Legend; provided, however, 

     that prior to the expiration of the Distribution Compliance Period 

     transfers of beneficial interests in the Regulation S Global Note may not 

     be made to a U.S. Person or for the account or benefit of a U.S. Person 

     (other than an Initial Purchaser). Beneficial interests in any Unrestricted 

     Global Note may be transferred only to Persons who take delivery thereof in 

     the form of a beneficial interest in an Unrestricted Global Note. No 

     written orders or instructions shall be required to be delivered to the 

     Registrar to effect the transfers described in this Section 2.06(b)(i). 

 

          (ii) All Other Transfers and Exchanges of Beneficial Interests in 

     Global Notes. In connection with all transfers and exchanges of beneficial 

     interests (other than a transfer of a beneficial interest in a Global Note 

     to a Person who takes delivery thereof in the form of a beneficial interest 

     in the same Global Note), the transferor of such beneficial interest must 

     deliver to the Registrar either (A) (i) a written order from a Participant 

     or an Indirect Participant given to the Depositary in accordance with the 

     Applicable Procedures directing the Depositary to credit or cause to be 

     credited a beneficial interest in another Global Note in an amount equal to 

     the beneficial interest to be transferred or exchanged and (ii) 

     instructions given in accordance with the Applicable Procedures containing 

     information regarding the Participant account to be credited with such 

     increase or (B) (i) a written order from a Participant or an Indirect 

     Participant given to the Depositary in accordance with the Applicable 

     Procedures directing the Depositary to cause to be issued a Certificated 

     Note in an amount equal to the beneficial interest to be transferred or 

     exchanged and (ii) instructions given by the Depositary to the Registrar 

     containing information regarding the Person in whose name such Certificated 

     Note shall be registered to effect the transfer or exchange referred to in 

     (i) above; provided that in no event shall Certificated Notes be issued 

     upon the transfer or exchange of beneficial interests in the Regulation S 

     Global Note prior to (x) the expiration of the Distribution Compliance 

     Period and (y) the receipt by the Registrar of any certificates required 

     pursuant to Rule 903 under the Securities Act. Upon an Exchange Offer by 

     the Issuers in accordance 
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     with Section 2.06(f) hereof, the requirements of this Section 2.06(b)(ii) 

     shall be deemed to have been satisfied upon receipt by the Registrar of the 

     instructions contained in the Letter of Transmittal delivered by the Holder 

     of such beneficial interests in the Restricted Global Notes. Upon 

     satisfaction of all of the requirements for transfer or exchange of 

     beneficial interests in Global Notes contained in this Indenture, the Notes 

     and otherwise applicable under the Securities Act, the Trustee shall adjust 

     the principal amount of the relevant Global Note(s) pursuant to Section 

     2.06(h) hereof. 

 

          (iii) Transfer of Beneficial Interests to Another Restricted Global 

     Note. A beneficial interest in any Restricted Global Note may be 

     transferred to a Person who takes delivery thereof in the form of a 

     beneficial interest in another Restricted Global Note if the transfer 

     complies with the requirements of clause (ii) above and the Registrar 

     receives the following: 

 

               (A) if the transferee will take delivery in the form of a 

          beneficial interest in the 144A Global Note, then the transferor must 

          deliver a certificate in the form of Exhibit B hereto, including the 

          certifications in item (1) thereof; (B) if the transferee will take 

          delivery in the form of a beneficial interest in the Regulation S 

          Global Note, then the transferor must deliver a certificate in the 

          form of Exhibit B hereto, including the certifications in item (2) 

          thereof; and 

 

               (C) if the transferee will take delivery in the form of a 

          beneficial interest in the IAI Global Note, then the transferor must 

          deliver (x) a certificate in the form of Exhibit B hereto, including 

          the certifications and certificates and Opinion of Counsel required by 

          item (3)(c) thereof, if applicable. 

 

          (iv) Transfer and Exchange of Beneficial Interests in a Restricted 

     Global Note for Beneficial Interests in the Unrestricted Global Note. A 

     beneficial interest in any Restricted Global Note may be exchanged by any 

     holder thereof for a beneficial interest in an Unrestricted Global Note or 

     transferred to a Person who takes delivery thereof in the form of a 

     beneficial interest in an Unrestricted Global Note if the exchange or 

     transfer complies with the requirements of clause (ii) above and: 

 

               (A) such exchange or transfer is effected pursuant to the 

          Exchange Offer in accordance with the Registration Rights Agreement 

          and the holder of the beneficial interest to be transferred, in the 

          case of an exchange, or the transferee, in the case of a transfer, is 

          not (i) a broker-dealer, (ii) a Person participating in the 

          distribution of the Exchange Notes or (iii) a Person who is an 

          affiliate (as defined in Rule 144) of the Partnership; 
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               (B) any such transfer is effected pursuant to the Shelf 

          Registration Statement in accordance with the Registration Rights 

          Agreement; 

 

               (C) any such transfer is effected by a Restricted Broker-Dealer 

          pursuant to the Exchange Offer Registration Statement in accordance 

          with the Registration Rights Agreement; or 

 

               (D) the Registrar receives the following: 

 

                    (i) if the holder of such beneficial interest in a 

               Restricted Global Note proposes to exchange such beneficial 

               interest for a beneficial interest in an Unrestricted Global 

               Note, a certificate from such holder in the form of Exhibit C 

               hereto, including the certifications in item (1)(a) thereof; 

 

                    (ii) if the holder of such beneficial interest in a 

               Restricted Global Note proposes to transfer such beneficial 

               interest to a Person who shall take delivery thereof in the form 

               of a beneficial interest in an Unrestricted Global Note, a 

               certificate from such holder in the form of Exhibit B hereto, 

               including the certifications in item (4) thereof; and 

 

                    (iii) in each such case set forth in this subparagraph (D), 

               an opinion of counsel in form reasonably acceptable to the 

               Issuers to the effect that such exchange or transfer is in 

               compliance with the Securities Act and that the restrictions on 

               transfer contained herein and in the Private Placement Legend are 

               not required in order to maintain compliance with the Securities 

               Act. 

 

     If any such transfer is effected pursuant to subparagraph (B) or (D) above 

at a time when an Unrestricted Global Note has not yet been issued, the Issuers 

shall issue and, upon receipt of an authentication order in accordance with 

Section 2.02 hereof, the Trustee shall authenticate one or more Unrestricted 

Global Notes (accompanied by a notation of the Guarantees duly endorsed by the 

Subsidiary Guarantors) in an aggregate principal amount equal to the principal 

amount of beneficial interests transferred pursuant to subparagraph (B) or (D) 

above. 

 

     Beneficial interests in an Unrestricted Global Note cannot be exchanged 

for, or transferred to Persons who take delivery thereof in the form of, a 

beneficial interest in a Restricted Global Note. 

 

     (c) Transfer or Exchange of Beneficial Interests for Certificated Notes. 

 

          (i) If any holder of a beneficial interest in a Restricted Global Note 

     proposes to exchange such beneficial interest for a Certificated Note or to 

     transfer such beneficial interest to a Person who takes delivery thereof in 

     the form of a Certificated Note, then, upon receipt by the Registrar of the 

     following documentation: 
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               (A) if the holder of such beneficial interest in a Restricted 

          Global Note proposes to exchange such beneficial interest for a 

          Restricted Certificated Note, a certificate from such holder in the 

          form of Exhibit C hereto, including the certifications in item (2)(a) 

          thereof; 

 

               (B) if such beneficial interest is being transferred to a QIB in 

          accordance with Rule 144A under the Securities Act, a certificate to 

          the effect set forth in Exhibit B hereto, including the certifications 

          in item (1) thereof; 

 

               (C) if such beneficial interest is being transferred to a 

          Non-U.S. Person in an offshore transaction in accordance with Rule 903 

          or Rule 904 under the Securities Act, a certificate to the effect set 

          forth in Exhibit B hereto, including the certifications in item (2) 

          thereof; 

 

               (D) if such beneficial interest is being transferred pursuant to 

          an exemption from the registration requirements of the Securities Act 

          in accordance with Rule 144 under the Securities Act, a certificate to 

          the effect set forth in Exhibit B hereto, including the certifications 

          in item (3)(a) thereof; 

 

               (E) if such beneficial interest is being transferred to an 

          Institutional Accredited Investor in reliance on an exemption from the 

          registration requirements of the Securities Act other than those 

          listed in subparagraphs (B) through (D) above, a certificate to the 

          effect set forth in Exhibit B hereto, including the certifications, 

          certificates and Opinion of Counsel required by item (3)(c) thereof, 

          if applicable; or 

 

               (F) if such beneficial interest is being transferred to the 

          Partnership, El Paso Finance or any Restricted Subsidiary of the 

          Partnership, a certificate to the effect set forth in Exhibit B 

          hereto, including the certifications in item (3)(b) thereof, 

 

     the Trustee shall cause the aggregate principal amount of the applicable 

     Global Note to be reduced accordingly pursuant to Section 2.06(h) hereof, 

     and the Issuers shall execute and the Trustee shall authenticate and 

     deliver to the Person designated in the instructions a Certificated Note 

     (accompanied by a notation of the Guarantees duly endorsed by the 

     Subsidiary Guarantors) in the appropriate principal amount. Any 

     Certificated Note issued in exchange for a beneficial interest in a 

     Restricted Global Note pursuant to this Section 2.06(c) shall be registered 

     in such name or names and in such authorized denomination or denominations 

     as the holder of such beneficial interest shall instruct the Registrar 

     through instructions from the Depositary and the Participant or Indirect 

     Participant. The Trustee shall deliver such Certificated Notes to the 

     Persons in whose names such Notes are so registered. Any Certificated Note 

     issued in exchange for a beneficial interest in a Restricted Global Note 

     pursuant to this 
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     Section 2.06(c)(i) shall bear the Private Placement Legend and shall be 

     subject to all restrictions on transfer contained therein. 

 

          (ii) Notwithstanding Sections 2.06(c)(i)(A) and (C) hereof, a 

     beneficial interest in the Regulation S Global Note may not be (A) 

     exchanged for a Certificated Note prior to (x) the expiration of the 

     Distribution Compliance Period and (y) the receipt by the Registrar of any 

     certificates required pursuant to Rule 903 under the Securities Act or (B) 

     transferred to a Person who takes delivery thereof in the form of a 

     Certificated Note prior to the conditions set forth in clause (A) above or 

     unless the transfer is pursuant to an exemption from the registration 

     requirements of the Securities Act other than Rule 903 or Rule 904. 

 

          (iii) Notwithstanding 2.06(c)(i) hereof, a holder of a beneficial 

     interest in a Restricted Global Note may exchange such beneficial interest 

     for an Unrestricted Certificated Note or may transfer such beneficial 

     interest to a Person who takes delivery thereof in the form of an 

     Unrestricted Certificated Note only if: 

 

               (A) such exchange or transfer is effected pursuant to the 

          Exchange Offer in accordance with the Registration Rights Agreement 

          and the holder of such beneficial interest, in the case of an 

          exchange, or the transferee, in the case of a transfer, is not (i) a 

          broker-dealer, (ii) a Person participating in the distribution of the 

          Exchange Notes or (iii) a Person who is an affiliate (as defined in 

          Rule 144) of the Partnership; 

 

               (B) any such transfer is effected pursuant to the Shelf 

          Registration Statement in accordance with the Registration Rights 

          Agreement; 

 

               (C) any such transfer is effected by a Restricted Broker-Dealer 

          pursuant to the Exchange Offer Registration Statement in accordance 

          with the Registration Rights Agreement; or 

 

               (D) the Registrar receives the following: 

 

                    (i) if the holder of such beneficial interest in a 

               Restricted Global Note proposes to exchange such beneficial 

               interest for a Certificated Note that does not bear the Private 

               Placement Legend, a certificate from such holder in the form of 

               Exhibit C hereto, including the certifications in item (1)(b) 

               thereof; 

 

                    (ii) if the holder of such beneficial interest in a 

               Restricted Global Note proposes to transfer such beneficial 

               interest to a Person who shall take delivery thereof in the form 

               of a Certificated Note that does not bear the Private Placement 

               Legend, a certificate from such holder in the form of Exhibit B 

               hereto, including the certifications in item (4) thereof; and 
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                    (iii) in each such case set forth in this subparagraph (D), 

               an opinion of counsel in form reasonably acceptable to the 

               Issuers, to the effect that such exchange or transfer is in 

               compliance with the Securities Act and that the restrictions on 

               transfer contained herein and in the Private Placement Legend are 

               not required in order to maintain compliance with the Securities 

               Act. 

 

          (iv) If any holder of a beneficial interest in an Unrestricted Global 

     Note proposes to exchange such beneficial interest for a Certificated Note 

     or to transfer such beneficial interest to a Person who takes delivery 

     thereof in the form of a Certificated Note, then, upon satisfaction of the 

     conditions set forth in Section 2.06(b)(ii) hereof, the Trustee shall cause 

     the aggregate principal amount of the applicable Global Note to be reduced 

     accordingly pursuant to Section 2.06(h) hereof, and the Issuers shall 

     execute and the Trustee shall authenticate and deliver to the Person 

     designated in the instructions a Certificated Note (accompanied by a 

     notation of the Guarantees duly endorsed by the Subsidiary Guarantors) in 

     the appropriate principal amount. Any Certificated Note issued in exchange 

     for a beneficial interest pursuant to this Section 2.06(c)(iv) shall be 

     registered in such name or names and in such authorized denomination or 

     denominations as the holder of such beneficial interest shall instruct the 

     Registrar through instructions from the Depositary and the Participant or 

     Indirect Participant. The Trustee shall deliver such Certificated Notes to 

     the Persons in whose names such Notes are so registered. Any Certificated 

     Note issued in exchange for a beneficial interest pursuant to this Section 

     2.06(c)(iv) shall not bear the Private Placement Legend. A beneficial 

     interest in an Unrestricted Global Note cannot be exchanged for a 

     Certificated Note bearing the Private Placement Legend or transferred to a 

     Person who takes delivery thereof in the form of a Certificated Note 

     bearing the Private Placement Legend. 

 

     (d) Transfer and Exchange of Certificated Notes for Beneficial Interests. 

 

          (i) If any Holder of a Restricted Certificated Note proposes to 

     exchange such Note for a beneficial interest in a Restricted Global Note or 

     to transfer such Certificated Notes to a Person who takes delivery thereof 

     in the form of a beneficial interest in a Restricted Global Note, then, 

     upon receipt by the Registrar of the following documentation: 

 

               (A) if the Holder of such Restricted Certificated Note proposes 

          to exchange such Note for a beneficial interest in a Restricted Global 

          Note, a certificate from such Holder in the form of Exhibit C hereto, 

          including the certifications in item (2)(b) thereof; 

 

               (B) if such Certificated Note is being transferred to a QIB in 

          accordance with Rule 144A under the Securities Act, a certificate to 

          the effect set forth in Exhibit B hereto, including the certifications 

          in item (1) thereof; 
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               (C) if such Certificated Note is being transferred to a Non-U.S. 

          Person in an offshore transaction in accordance with Rule 903 or Rule 

          904 under the Securities Act, a certificate to the effect set forth in 

          Exhibit B hereto, including the certifications in item (2) thereof; 

 

               (D) if such Certificated Note is being transferred to an 

          Institutional Accredited Investor in reliance on an exemption from the 

          registration requirements of the Securities Act other than those 

          listed in subparagraphs (B) and (C) above, a certificate to the effect 

          set forth in Exhibit B hereto, including the certifications, 

          certificates and Opinion of Counsel required by item (3)(c) thereof, 

          if applicable; or 

 

               (E) if such Certificated Note is being transferred to the 

          Partnership, El Paso Finance or any Restricted Subsidiary of the 

          Partnership, a certificate to the effect set forth in Exhibit B 

          hereto, including the certifications in item (3)(b) thereof. 

 

     the Trustee shall cancel the Certificated Note, increase or cause to be 

     increased the aggregate principal amount of, in the case of clause (A) 

     above, the appropriate Restricted Global Note, in the case of clause (B) 

     above, the 144A Global Note, in the case of clause (C) above, the 

     Regulation S Global Note, in the case of clause (D) above, the IAI Global 

     Note, and in all other cases, the Restricted Global Note. 

 

               (ii) A Holder of a Restricted Certificated Note may exchange such 

          Note for a beneficial interest in an Unrestricted Global Note or 

          transfer such Restricted Certificated Note to a Person who takes 

          delivery thereof in the form of a beneficial interest in an 

          Unrestricted Global Note only if: 

 

                    (A) such exchange or transfer is effected pursuant to the 

               Exchange Offer in accordance with the Registration Rights 

               Agreement and the Holder, in the case of an exchange, or the 

               transferee, in the case of a transfer, is not (i) a 

               broker-dealer, (ii) a Person participating in the distribution of 

               the Exchange Notes or (iii) a Person who is an affiliate (as 

               defined in Rule 144) of the Partnership; 

 

                    (B) any such transfer is effected pursuant to the Shelf 

               Registration Statement in accordance with the Registration Rights 

               Agreement; 

 

                    (C) any such transfer is effected by a Restricted 

               Broker-Dealer pursuant to the Exchange Offer Registration 

               Statement in accordance with the Registration Rights Agreement; 

               or 

 

                    (D) the Registrar receives the following: 

 

                         (i) if the Holder of such Restricted Certificated Notes 

                    proposes to exchange such Notes for a beneficial interest in 

                    the Unrestricted Global Note, a certificate from such Holder 

                    in the 
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                    form of Exhibit C hereto, including the certifications in 

                    item (1)(c) thereof; 

 

                         (ii) if the Holder of such Restricted Certificated 

                    Notes proposes to transfer such Notes to a Person who shall 

                    take delivery thereof in the form of a beneficial interest 

                    in the Unrestricted Global Note, a certificate from such 

                    Holder in the form of Exhibit B hereto, including the 

                    certifications in item (4) thereof; and 

 

                         (iii) in each such case set forth in this subparagraph 

                    (D), an opinion of counsel in form reasonably acceptable to 

                    the Issuers to the effect that such exchange or transfer is 

                    in compliance with the Securities Act, that the restrictions 

                    on transfer contained herein and in the Private Placement 

                    Legend are not required in order to maintain compliance with 

                    the Securities Act, and such Certificated Notes are being 

                    exchanged or transferred in compliance with any applicable 

                    blue sky securities laws of any State of the United States. 

 

     Upon satisfaction of the conditions of any of the subparagraphs in this 

     Section 2.06(d)(ii), the Trustee shall cancel the Certificated Notes and 

     increase or cause to be increased the aggregate principal amount of the 

     Unrestricted Global Note. 

 

          (iii) A Holder of an Unrestricted Certificated Note may exchange such 

     Note for a beneficial interest in an Unrestricted Global Note or transfer 

     such Certificated Notes to a Person who takes delivery thereof in the form 

     of a beneficial interest in an Unrestricted Global Note at any time. Upon 

     receipt of a request for such an exchange or transfer, the Trustee shall 

     cancel the applicable Unrestricted Certificated Note and increase or cause 

     to be increased the aggregate principal amount of one of the Unrestricted 

     Global Notes. 

 

     If any such exchange or transfer from a Certificated Note to a beneficial 

interest is effected pursuant to subparagraphs (ii) or (iii) above at a time 

when an Unrestricted Global Note has not yet been issued, the Issuers shall 

issue and, upon receipt of an authentication order in accordance with Section 

2.02 hereof, the Trustee shall authenticate one or more Unrestricted Global 

Notes (accompanied by a notation of the Guarantees duly endorsed by the 

Guarantors) in an aggregate principal amount equal to the principal amount of 

beneficial interests transferred pursuant to subparagraphs (ii) or (iii) above. 

 

     (e) Transfer and Exchange of Certificated Notes for Certificated Notes. 

Upon request by a Holder of Certificated Notes and such Holder's compliance with 

the provisions of this Section 2.06(e), the Registrar shall register the 

transfer or exchange of Certificated Notes. Prior to such registration of 

transfer or exchange, the requesting Holder shall present or surrender to the 

Registrar the Certificated Notes duly endorsed or accompanied by a written 

instruction of transfer in form satisfactory to the Registrar duly executed by 

such Holder or by his attorney, duly authorized in writing. In addition, the 

requesting Holder shall provide any additional 
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certifications, documents and information, as applicable, pursuant to the 

provisions of this Section 2.06(e). 

 

          (i) Restricted Certificated Notes may be transferred to and registered 

     in the name of Persons who take delivery thereof if the Registrar receives 

     the following: 

 

               (A) if the transfer will be made pursuant to Rule 144A under the 

          Securities Act, then the transferor must deliver a certificate in the 

          form of Exhibit B hereto, including the certifications in item (1) 

          thereof; 

 

               (B) if the transfer will be made pursuant to Rule 903 or Rule 

          904, then the transferor must deliver a certificate in the form of 

          Exhibit B hereto, including the certifications in item (2) thereof; 

          and 

 

               (C) if the transfer will be made pursuant to any other exemption 

          from the registration requirements of the Securities Act, then the 

          transferor must deliver a certificate in the form of Exhibit B hereto, 

          including the certifications, certificates and Opinion of Counsel 

          required by item (3) thereof, if applicable. 

 

          (ii) Any Restricted Certificated Note may be exchanged by the Holder 

     thereof for an Unrestricted Certificated Note or transferred to a Person or 

     Persons who take delivery thereof in the form of an Unrestricted 

     Certificated Note if: 

 

               (A) such exchange or transfer is effected pursuant to the 

          Exchange Offer in accordance with the Registration Rights Agreement 

          and the Holder, in the case of an exchange, or the transferee, in the 

          case of a transfer, is not (i) a broker-dealer, (ii) a Person 

          participating in the distribution of the Exchange Notes or (iii) a 

          Person who is an affiliate (as defined in Rule 144) of the 

          Partnership; 

 

               (B) any such transfer is effected pursuant to the Shelf 

          Registration Statement in accordance with the Registration Rights 

          Agreement; 

 

               (C) any such transfer is effected by a Participating 

          Broker-Dealer pursuant to the Exchange Offer Registration Statement in 

          accordance with the Registration Rights Agreement; or 

 

               (D) the Registrar receives the following: 

 

                    (i) if the Holder of such Restricted Certificated Notes 

               proposes to exchange such Notes for an Unrestricted Certificated 

               Note, a certificate from such Holder in the form of Exhibit C 

               hereto, including the certifications in item (1)(d) thereof; 

 

                    (ii) if the Holder of such Restricted Certificated Notes 

               proposes to transfer such Notes to a Person who shall take 

               delivery 
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               thereof in the form of an Unrestricted Certificated Note, a 

               certificate from such Holder in the form of Exhibit B hereto, 

               including the certifications in item (4) thereof; and 

 

                    (iii) in each such case set forth in this subparagraph (D), 

               an opinion of counsel in form reasonably acceptable to the 

               Issuers to the effect that such exchange or transfer is in 

               compliance with the Securities Act, that the restrictions on 

               transfer contained herein and in the Private Placement Legend are 

               not required in order to maintain compliance with the Securities 

               Act, and such Restricted Certificated Note is being exchanged or 

               transferred in compliance with any applicable blue sky securities 

               laws of any State of the United States. 

 

          (iii) A Holder of Unrestricted Certificated Notes may transfer such 

     Notes to a Person who takes delivery thereof in the form of an Unrestricted 

     Certificated Note. Upon receipt of a request for such a transfer, the 

     Registrar shall register the Unrestricted Certificated Notes pursuant to 

     the instructions from the Holder thereof. Unrestricted Certificated Notes 

     cannot be exchanged for or transferred to Persons who take delivery thereof 

     in the form of a Restricted Certificated Note. 

 

     (f) Exchange Offer. Upon the occurrence of the Exchange Offer in accordance 

with the Registration Rights Agreement, the Issuers shall issue and, upon 

receipt of an authentication order in accordance with Section 2.02, the Trustee 

shall authenticate (i) one or more Unrestricted Global Notes (accompanied by a 

notation of the Guarantees duly endorsed by the Subsidiary Guarantors) in an 

aggregate principal amount equal to the principal amount of the beneficial 

interests in the Restricted Global Notes tendered for acceptance by Persons that 

are not (x) broker-dealers (excluding broker-dealers that acquired such 

beneficial interests in Restricted Global Notes as a result of market-making 

activities or other trading activities (other than such beneficial interests in 

Restricted Global Notes acquired directly from the Issuers or any of their 

affiliates (as defined in Rule 144) thereof)), (y) Persons participating in the 

distribution of the Exchange Notes or (z) Persons who are affiliates of the 

Partnership and accepted for exchange in the Exchange Offer and (ii) 

Certificated Notes (accompanied by a notation of the Guarantees duly endorsed by 

the Subsidiary Guarantors) in an aggregate principal amount equal to the 

principal amount of the Restricted Certificated Notes accepted for exchange in 

the Exchange Offer. Concurrent with the issuance of such Notes, the Trustee 

shall cause the aggregate principal amount of the applicable Restricted Global 

Notes to be reduced accordingly, and the Issuers shall execute and the Trustee 

shall authenticate and deliver to the Persons designated by the Holders of 

Certificated Notes so accepted Certificated Notes in the appropriate principal 

amount. 

 

     (g) Legends. The following legends shall appear on the face of all Global 

Notes and Certificated Notes issued under this Indenture unless specifically 

stated otherwise in the applicable provisions of this Indenture. 

 

          (i) Private Placement Legend. 
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               (A) Except as permitted by subparagraph (B) below, each Global 

          Note and each Certificated Note (and all Notes issued in exchange 

          therefor or substitution thereof) shall bear the legend in 

          substantially the following form: 

 

          "THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSUED IN A TRANSACTION 

          EXEMPT FROM REGISTRATION UNDER THE UNITED STATES SECURITIES ACT OF 

          1933 (THE "SECURITIES ACT"), AND THIS NOTE MAY NOT BE OFFERED, SOLD OR 

          OTHERWISE TRANSFERRED IN THE ABSENCE OF SUCH REGISTRATION OR AN 

          APPLICABLE EXEMPTION THEREFROM. EACH PURCHASER OF THIS NOTE IS HEREBY 

          NOTIFIED THAT THE SELLER OF THIS NOTE MAY BE RELYING ON THE EXEMPTION 

          FROM THE PROVISIONS OF SECTION 5 OF THE SECURITIES ACT PROVIDED BY 

          RULE 144A THEREUNDER. 

 

          THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT OF THE ISSUERS OF THIS 

          NOTE THAT: (A) THIS NOTE MAY BE OFFERED, RESOLD, PLEDGED OR OTHERWISE 

          TRANSFERRED, ONLY (I) TO EL PASO PARTNERS, L.P., EL PASO ENERGY 

          PARTNERS FINANCE CORPORATION, OR ANY OF THEIR SUBSIDIARIES, (II) IN 

          THE UNITED STATES TO A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A 

          QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE 144A UNDER THE 

          SECURITIES ACT) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 

          144A, (III) OUTSIDE THE UNITED STATES IN AN OFFSHORE TRANSACTION IN 

          ACCORDANCE WITH RULE 904 UNDER THE SECURITIES ACT, (IV) PURSUANT TO AN 

          EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT PROVIDED BY RULE 

          144 THEREUNDER (IF AVAILABLE), (V) TO AN INSTITUTIONAL "ACCREDITED 

          INVESTOR" WITHIN THE MEANING OF RULE 501(A)(1), (2), (3) OR (7) UNDER 

          THE SECURITIES ACT THAT IS AN INSTITUTIONAL ACCREDITED INVESTOR 

          ACQUIRING THE SECURITY FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF SUCH 

          INSTITUTIONAL ACCREDITED INVESTOR, IN EACH CASE IN A MINIMUM PRINCIPAL 

          AMOUNT OF THE SECURITIES OF $250,000, FOR INVESTMENT PURPOSES AND NOT 

          WITH A VIEW TO OR FOR OFFER OR SALE IN CONNECTION WITH ANY 

          DISTRIBUTION IN VIOLATION OF THE SECURITIES ACT, OR (VI) PURSUANT TO 

          AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT, IN EACH 

          OF CASES (I) THROUGH (VI) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES 

          LAWS OF ANY STATE OF THE UNITED STATES, AND (B) THE HOLDER WILL, AND 

          EACH SUBSEQUENT HOLDER IS REQUIRED TO, NOTIFY ANY PURCHASER OF THIS 

          NOTE FROM IT OF THE RESALE RESTRICTIONS REFERRED TO IN (A) ABOVE." 
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               (B) Notwithstanding the foregoing, any Global Note or 

          Certificated Note issued pursuant to subparagraphs (b)(iv), (c)(iii), 

          (c)(iv), (d)(ii), (d)(iii), (e)(ii), (e)(iii) or (f) to this Section 

          2.06 (and all Notes issued in exchange therefor or substitution 

          thereof) shall not bear the Private Placement Legend. 

 

          (ii) Global Note Legend. Each Global Note shall bear a legend in 

     substantially the following form: 

 

          THIS GLOBAL NOTE IS HELD BY THE DEPOSITARY (AS DEFINED IN THE 

          INDENTURE GOVERNING THIS NOTE) OR ITS NOMINEE IN CUSTODY FOR THE 

          BENEFIT OF THE BENEFICIAL OWNERS HEREOF, AND IS NOT TRANSFERABLE TO 

          ANY PERSON UNDER ANY CIRCUMSTANCES EXCEPT THAT (I) THE TRUSTEE MAY 

          MAKE SUCH NOTATIONS HEREON AS MAY BE REQUIRED PURSUANT TO SECTION 2.06 

          OF THE INDENTURE, (II) THIS GLOBAL NOTE MAY BE EXCHANGED PURSUANT TO 

          SECTION 2.06(a) OF THE INDENTURE, (III) THIS GLOBAL NOTE MAY BE 

          DELIVERED TO THE TRUSTEE FOR CANCELLATION PURSUANT TO SECTION 2.11 OF 

          THE INDENTURE AND (IV) THIS GLOBAL NOTE MAY BE TRANSFERRED TO A 

          SUCCESSOR DEPOSITARY WITH THE PRIOR WRITTEN CONSENT OF THE ISSUERS." 

 

          "UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR NOTES IN 

          DEFINITIVE FORM, THIS NOTE MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY 

          THE DEPOSITARY TO A NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE 

          DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR 

          BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A 

          NOMINEE OF SUCH SUCCESSOR DEPOSITARY. UNLESS THIS CERTIFICATE IS 

          PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST 

          COMPANY (55 WATER STREET, NEW YORK, NEW YORK) ("DTC"), TO THE ISSUERS 

          OR THEIR AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND 

          ANY CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR SUCH 

          OTHER NAME AS MAY BE REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC 

          (AND ANY PAYMENT IS MADE TO CEDE & CO. OR SUCH OTHER ENTITY AS MAY BE 

          REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER, 

          PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON 

          IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS 

          AN INTEREST HEREIN. 
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     (h) Cancellation and/or Adjustment of Global Notes. At such time as all 

beneficial interests in a particular Global Note have been exchanged for 

Certificated Notes or a particular Global Note has been redeemed, repurchased or 

canceled in whole and not in part, each such Global Note shall be returned to or 

retained and canceled by the Trustee in accordance with Section 2.11 hereof. At 

any time prior to such cancellation, if any beneficial interest in a Global Note 

is exchanged for or transferred to a Person who will take delivery thereof in 

the form of a beneficial interest in another Global Note or for Certificated 

Notes, the principal amount of Notes represented by such Global Note shall be 

reduced accordingly and an endorsement shall be made on such Global Note, by the 

Trustee or by the Depositary at the direction of the Trustee, to reflect such 

reduction; and if the beneficial interest is being exchanged for or transferred 

to a Person who will take delivery thereof in the form of a beneficial interest 

in another Global Note, such other Global Note shall be increased accordingly 

and an endorsement shall be made on such Global Note, by the Trustee or by the 

Depositary at the direction of the Trustee, to reflect such increase. 

 

     (i) General Provisions Relating to Transfers and Exchanges. 

 

          (i) To permit registrations of transfers and exchanges, the Issuers 

     shall execute and the Trustee shall authenticate Global Notes and 

     Certificated Notes (in each case, accompanied by a notation of the 

     Guarantees duly endorsed by the Subsidiary Guarantors) upon the Issuers' 

     order or at the Registrar's request. 

 

          (ii) No service charge shall be made to a holder of a beneficial 

     interest in a Global Note or to a Holder of a Certificated Note for any 

     registration of transfer or exchange, but the Issuers may require payment 

     of a sum sufficient to cover any transfer tax or similar governmental 

     charge payable in connection therewith (other than any such transfer taxes 

     or similar governmental charge payable upon exchange or transfer pursuant 

     to Sections 2.10, 3.06, 3.09, 4.06 and 9.05 hereof). 

 

          (iii) The Registrar shall not be required to register the transfer of 

     or exchange any Note selected for redemption in whole or in part, except 

     the unredeemed portion of any Note being redeemed in part. 

 

          (iv) All Global Notes and Certificated Notes (in each case, 

     accompanied by a notation of the Guarantees duly endorsed by the Subsidiary 

     Guarantors) issued upon any registration of transfer or exchange of Global 

     Notes or Certificated Notes shall be the valid obligations of the Issuers 

     and the Subsidiary Guarantors, evidencing the same debt, and entitled to 

     the same benefits under this Indenture, as the Global Notes or Certificated 

     Notes surrendered upon such registration of transfer or exchange. 

 

          (v) The Issuers shall not be required (A) to issue, to register the 

     transfer of or to exchange Notes during a period beginning at the opening 

     of business 15 days before the day of mailing of notice of redemption and 

     ending at the close of business on the day of such mailing, (B) to register 

     the transfer of or to exchange any Note so selected for redemption in whole 

     or in part, except the 
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     unredeemed portion of any Note being redeemed in part or (C) to register 

     the transfer of or to exchange a Note between a record date and the next 

     succeeding Interest Payment Date. 

 

          (vi) Prior to due presentment for the registration of a transfer of 

     any Note, the Trustee, any Agent and the Issuers may deem and treat the 

     Person in whose name any Note is registered as the absolute owner of such 

     Note for the purpose of receiving payment of principal of and interest on 

     such Notes and for all other purposes, and none of the Trustee, any Agent 

     or the Issuers shall be affected by notice to the contrary. 

 

          (vii) The Trustee shall authenticate Global Notes and Certificated 

     Notes (in each case, accompanied by a notation of the Guarantees duly 

     endorsed by the Subsidiary Guarantors) in accordance with the provisions of 

     Section 2.02 hereof. 

 

          (viii) All certifications, certificates and opinions of counsel 

     required to be submitted to the Registrar pursuant to this Section 2.06 to 

     effect a transfer or exchange may be submitted by facsimile. 

 

          (ix) Each Holder of a Note agrees to indemnify the Issuers and the 

     Trustee against any liability that may result from the transfer, exchange 

     or assignment of such Holder's Note in violation of any provision of this 

     Indenture and/or applicable United States federal or state securities law. 

 

     (j) Each beneficial owner of an interest in a Note agrees to indemnify the 

Issuers and the Trustee against any liability that may result from the transfer, 

exchange or assignment by such beneficial owner of such interest in violation of 

any provision of this Indenture and/or applicable United States federal or state 

securities law. 

 

     (k) The Trustee shall have no obligation or duty to monitor, determine or 

inquire as to compliance with any restrictions on transfer imposed under this 

Indenture or under applicable law with respect to any transfer of any interest 

in any Note (including any transfers between or among beneficial owners of 

interest in any Global Note) other than to require delivery of such certificate 

and other documentation or evidence as are expressly required by, and to do so 

if and when expressly required by the terms of, this Indenture, and to examine 

the same to determine substantial compliance as to form with the express 

requirements hereof. 

 

SECTION 2.07. REPLACEMENT NOTES. 

 

     If any mutilated Note is surrendered to the Trustee or either of the 

Issuers and the Trustee receives evidence to its satisfaction of the 

destruction, loss or theft of any Note, the Issuers shall issue and the Trustee, 

upon the written order of the Issuers signed by one Officer of the Partnership 

and one Officer of El Paso Finance, shall authenticate a replacement Note 

(accompanied by a notation of the Guarantees duly endorsed by the Subsidiary 

Guarantors) if the Trustee's requirements are met. An indemnity bond must be 

supplied by the Holder that is sufficient in the judgment of the Trustee and the 

Issuers to protect the Issuers, the Subsidiary Guarantors, the Trustee, any 

Agent and any authenticating agent from any loss that any of them may suffer if 

a Note is replaced. The Issuers may charge for their expenses in replacing a 

Note. 
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     Every replacement Note is an additional obligation of the Issuers and the 

Subsidiary Guarantors and shall be entitled to all of the benefits of this 

Indenture equally and proportionately with all other Notes duly issued 

hereunder. The provisions of this Section 2.07 are exclusive and shall preclude 

(to the extent lawful) all other rights and remedies with respect to the 

replacement of mutilated, destroyed, lost or stolen Notes. 

 

SECTION 2.08. OUTSTANDING NOTES. 

 

     The Notes outstanding at any time are all the Notes authenticated by the 

Trustee except for those canceled by it, those delivered to it for cancellation, 

those reductions in the interest in a Global Note effected by the Trustee in 

accordance with the provisions hereof, and those described in this Section as 

not outstanding. Except as set forth in Section 2.09 hereof, a Note does not 

cease to be outstanding because an Issuer or an Affiliate of an Issuer holds the 

Note. 

 

     If a Note is replaced pursuant to Section 2.07 hereof, it ceases to be 

outstanding unless the Trustee receives proof satisfactory to it that the 

replaced Note is held by a bona fide purchaser. 

 

     If the principal amount of any Note is considered paid under Section 4.01 

hereof, it ceases to be outstanding and interest and Liquidated Damages, if 

applicable, on it cease to accrue. 

 

     If the Paying Agent (other than an Issuer or a Subsidiary or an Affiliate 

of an Issuer) holds, on a redemption date or maturity date, money sufficient to 

pay Notes payable on that date, then on and after that date such Notes shall be 

deemed to be no longer outstanding and shall cease to accrue interest (and 

Liquidated Damages, if any). 

 

SECTION 2.09. TREASURY NOTES. 

 

     In determining whether the Holders of the required principal amount of 

Notes have concurred in any direction, waiver or consent, Notes owned by an 

Issuer, by any Subsidiary Guarantor or by any Person directly or indirectly 

controlling or controlled by or under direct or indirect common control with the 

Partnership or any Subsidiary Guarantor, shall be considered as though not 

outstanding, except that for the purposes of determining whether the Trustee 

shall be protected in relying on any such direction, waiver or consent, only 

Notes that a Responsible Officer of the Trustee actually knows are so owned 

shall be so disregarded. 

 

SECTION 2.10. TEMPORARY NOTES. 

 

     Until Certificated Notes are ready for delivery, the Issuers may prepare 

and the Trustee shall authenticate temporary Notes (accompanied by a notation of 

the Guarantees duly endorsed by the Subsidiary Guarantors) upon a written order 

of the Issuers signed by one Officer of the Partnership and one Officer of El 

Paso Finance. Temporary Notes shall be substantially in the form of definitive 

Notes but may have variations that the Issuers consider appropriate for 

temporary Notes and as shall be reasonably acceptable to the Trustee. Without 

unreasonable delay, the Issuers shall prepare and the Trustee shall authenticate 

definitive Notes (accompanied 
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by a notation of the Guarantees duly endorsed by the Subsidiary Guarantors) in 

exchange for temporary Notes. 

 

     Holders of temporary Notes shall be entitled to all of the benefits of this 

Indenture. 

 

SECTION 2.11. CANCELLATION. 

 

     Either of the Issuers at any time may deliver Notes to the Trustee for 

cancellation. The Registrar and Paying Agent shall forward to the Trustee any 

Notes surrendered to them for registration of transfer, exchange or payment. The 

Trustee and no one else shall cancel all Notes surrendered for registration of 

transfer, exchange, payment, replacement or cancellation and shall treat such 

canceled Notes in accordance with its documents retention policies. The Issuers 

may not issue new Notes to replace Notes that it has paid or that have been 

delivered to the Trustee for cancellation. 

 

SECTION 2.12. DEFAULTED INTEREST. 

 

     If any of the Partnership, El Paso Finance or any Subsidiary Guarantor 

defaults in a payment of interest on the Notes, it or they (to the extent of 

their obligations under the Guarantees) shall pay the defaulted interest in any 

lawful manner plus, to the extent lawful, interest payable on the defaulted 

interest, to the Persons who are Holders on a subsequent special record date, in 

each case at the rate provided in the Notes and in Section 4.01 hereof. The 

Issuers shall notify the Trustee in writing of the amount of defaulted interest 

proposed to be paid on each Note and the date of the proposed payment. The 

Issuers shall fix or cause to be fixed each such special record date and payment 

date, provided that no such special record date shall be less than 10 days prior 

to the related payment date for such defaulted interest. At least 15 days before 

the special record date, the Issuers (or, upon the written request of the 

Issuers, the Trustee in the name and at the expense of the Issuers) shall mail 

or cause to be mailed to Holders a notice that states the special record date, 

the related payment date and the amount of such interest to be paid. 

 

SECTION 2.13. CUSIP NUMBERS. 

 

     The Issuers in issuing the Notes may use "CUSIP" numbers (if then generally 

in use), and, if they do so, the Trustee shall use "CUSIP" numbers in notices of 

redemption as a convenience to Holders; provided that any such notice may state 

that no representation is made as to the correctness of such numbers either as 

printed on the Notes or as contained in any notice of a redemption and that 

reliance may be placed only on the other identification numbers printed on the 

Notes, and any such redemption shall not be affected by any defect in or 

omission of such numbers. The Issuers will promptly notify the Trustee of any 

change in the "CUSIP" numbers. 

 

                                   ARTICLE 3 

                            REDEMPTION AND PREPAYMENT 

 

SECTION 3.01. NOTICES TO TRUSTEE. 

 

     If an Issuer elects to redeem Notes pursuant to the optional redemption 

provisions of Section 3.07 hereof, it shall furnish to the Trustee, at least 35 

days (unless a shorter period is 
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acceptable to the Trustee) but not more than 60 days before a redemption date, 

an Officers' Certificate setting forth (i) the clause of this Indenture pursuant 

to which the redemption shall occur, (ii) the redemption date, (iii) the 

principal amount of Notes to be redeemed and (iv) the redemption price. 

 

SECTION 3.02. SELECTION OF NOTES TO BE REDEEMED. 

 

     If less than all of the Notes are to be redeemed at any time, the Trustee 

will select Notes for redemption as follows: 

 

          (a) if the Notes are listed for trading on a national securities 

     exchange, in compliance with the requirements of the principal national 

     securities exchange on which the Notes are so listed; or 

 

          (b) if the Notes are not so listed or there are no such requirements, 

     on a pro rata basis, by lot or by such method as the Trustee shall deem 

     fair and appropriate. 

 

     No Notes of $1,000 or less shall be redeemed in part. Notices of redemption 

shall be mailed by first class mail at least 30 but not more than 60 days before 

the redemption date to each Holder of Notes to be redeemed at its registered 

address. Notices of redemption may not be conditional. 

 

     If any Note is to be redeemed in part only, the notice of redemption that 

relates to that Note shall state the portion of the principal amount thereof to 

be redeemed. A new Note in principal amount equal to the unredeemed portion of 

the original Note will be issued in the name of the Holder thereof upon 

cancellation of the original Note. Notes called for redemption become due on the 

date fixed for redemption. On and after the redemption date, interest and 

Liquidated Damages, if applicable, cease to accrue on Notes or portions of them 

called for redemption unless the Issuers default in making such redemption 

payment. 

 

SECTION 3.03. NOTICE OF REDEMPTION. 

 

     At least 30 days but not more than 60 days before a redemption date, the 

Issuers shall mail or cause to be mailed, by first class mail, a notice of 

redemption to each Holder whose Notes are to be redeemed at its registered 

address. 

 

     The notice shall identify the Notes to be redeemed (including CUSIP 

numbers) and shall state: 

 

     (a) the redemption date; 

 

     (b) the redemption price; 

 

     (c) if any Note is being redeemed in part, the portion of the principal 

amount of such Note to be redeemed and that, after the redemption date upon 

surrender of such Note, a new Note or Notes in principal amount equal to the 

unredeemed portion shall be issued upon cancellation of the original Note; 
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     (d) the name and address of the Paying Agent; 

 

     (e) that Notes called for redemption (other than a Global Note) must be 

surrendered to the Paying Agent to collect the redemption price; 

 

     (f) that, unless the Issuers default in making such redemption payment, 

interest and Liquidated Damages, if applicable, on Notes called for redemption 

cease to accrue on and after the redemption date; 

 

     (g) the paragraph of the Notes and/or Section of this Indenture pursuant to 

which the Notes called for redemption are being redeemed; and 

 

     (h) that no representation is made as to the correctness or accuracy of the 

CUSIP number, if any, listed in such notice or printed on the Notes. 

 

     At the Issuers' request, the Trustee shall give the notice of redemption in 

the Issuers' names and at their expense; provided, however, that the Issuers 

shall have delivered to the Trustee, at least 45 days prior to the redemption 

date (unless a shorter period is otherwise acceptable to the Trustee), an 

Officers' Certificate requesting that the Trustee give such notice and setting 

forth the information to be stated in such notice as provided in the preceding 

paragraph. 

 

SECTION 3.04. EFFECT OF NOTICE OF REDEMPTION. 

 

     Once notice of redemption is mailed in accordance with Section 3.03 hereof, 

Notes called for redemption become irrevocably due and payable on the redemption 

date at the redemption price. A notice of redemption may not be conditional. 

 

SECTION 3.05. DEPOSIT OF REDEMPTION PRICE. 

 

     Not later than 11:00 a.m., New York City time, on the redemption date, the 

Issuers shall deposit with the Trustee or with the Paying Agent money sufficient 

to pay the redemption price of and accrued interest and Liquidated Damages, if 

applicable, on all Notes to be redeemed on that date. The Trustee or the Paying 

Agent shall promptly return to the Issuers any money deposited with the Trustee 

or the Paying Agent by the Issuers in excess of the amounts necessary to pay the 

redemption price of, and accrued interest and Liquidated Damages, if applicable, 

on, all Notes to be redeemed. 

 

     If the Issuers comply with the provisions of the preceding paragraph, on 

and after the redemption date, interest and Liquidated Damages, if applicable, 

shall cease to accrue on the Notes or the portions of Notes called for 

redemption. If a Note is redeemed on or after an interest record date but on or 

prior to the related Interest Payment Date, then any accrued and unpaid interest 

(and Liquidated Damages, if any) shall be paid to the Person in whose name such 

Note was registered at the close of business on such record date. If any Note 

called for redemption shall not be so paid upon surrender for redemption because 

of the failure of the Issuers to comply with the preceding paragraph, interest 

(and Liquidated Damages, if any) shall be paid on the unpaid principal, from the 

redemption date until such principal is paid, and to the extent lawful on any 

interest not paid on such unpaid principal, in each case at the rate provided in 

the Notes and in Section 4.01 hereof. 
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SECTION 3.06. NOTES REDEEMED IN PART. 

 

     Upon surrender of a Note that is redeemed in part, the Issuers shall issue 

and, upon the Issuers' written request, the Trustee shall authenticate for the 

Holder at the expense of the Issuers a new Note (accompanied by a notation of 

the Guarantees duly endorsed by the Subsidiary Guarantors) equal in principal 

amount to the unredeemed portion of the Note surrendered. 

 

SECTION 3.07. OPTIONAL REDEMPTION. 

 

     (a) Except as set forth in clause (b) of this Section 3.07, the Issuers 

shall not have the option to redeem the Notes pursuant to this Section 3.07 

prior to June 1, 2007. From and after June 1, 2007, the Issuers may redeem all 

or a part of these Notes upon not less than 30 nor more than 60 days' notice, at 

the redemption prices (expressed as percentages of principal amount) set forth 

below plus accrued and unpaid interest thereon, if any, and Liquidated Damages, 

if any, to the applicable redemption date, if redeemed during the 12-month 

period beginning on June 1st of the years indicated below: 

 

YEAR PERCENTAGE ---- ----------

2007..................................................

104.250%

2008..................................................

102.125% 2009 and

thereafter................................... 100%

 

 

 

     (b) Notwithstanding the provisions of Section 3.07(a), at any time prior to 

June 1, 2006, the Issuers may on any one or more occasions redeem up to 33% of 

the aggregate principal amount of Notes originally issued under this Indenture 

at a redemption price of 108.500% of the principal amount thereof, plus accrued 

and unpaid interest, if any, and Liquidated Damages, if any, to the redemption 

date, with the net cash proceeds of one or more Equity Offerings; provided that: 

(i) at least 67% of the aggregate principal amount of Notes remains outstanding 

immediately after the occurrence of such redemption (excluding Notes held by the 

Partnership, El Paso Finance or any Restricted Subsidiary of the Partnership); 

and (ii) the redemption must occur within 90 days of the date of the closing of 

such Equity Offering. 

 

     (c) Any redemption pursuant to this Section 3.07 shall be made pursuant to 

the provisions of Section 3.01 through 3.06 hereof. 

 

SECTION 3.08. MANDATORY REDEMPTION. 

 

     Except for any repurchase offers required to be made pursuant to Sections 

4.06 and 4.07 hereof, the Issuers shall not be required to make mandatory 

redemption payments with respect to the Notes. 

 

SECTION 3.09. OFFER TO PURCHASE BY APPLICATION OF NET PROCEEDS. 

 

     In the event that, pursuant to Section 4.07 hereof, the Issuers shall be 

required to commence a pro rata offer (an "Asset Sale Offer") to all Holders and 

all holders of other 
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Indebtedness that is pari passu with the Notes containing provisions similar to 

those set forth in this Indenture with respect to offers to purchase or redeem 

with the Net Proceeds of sales of assets to purchase Notes and such other pair 

passu Indebtedness, it shall follow the procedures specified below. 

 

     The Asset Sale Offer shall remain open for a period of at least 30 days 

following its commencement but no longer than 60 days, except to the extent that 

a longer period is required by applicable law (the "Offer Period"). Promptly 

after the termination of the Offer Period (the "Purchase Date"), the Issuers 

shall purchase the principal amount of Notes required to be purchased pursuant 

to Section 4.07 hereof (the "Offer Amount") or, if less than the Offer Amount 

has been tendered, all Notes tendered and not withdrawn in response to the Asset 

Sale Offer. Payment for any Notes so purchased shall be made in the same manner 

as interest payments are made. 

 

     If the Purchase Date is on or after an interest record date and on or 

before the related Interest Payment Date, accrued and unpaid interest, if any, 

and Liquidated Damages (to the extent involving interest that is due and payable 

on such Interest Payment Date), if any, shall be paid to the Person in whose 

name a Note is registered at the close of business on such record date, and no 

additional interest (or Liquidated Damages, if any) shall be payable to Holders 

who validly tender Notes pursuant to the Asset Sale Offer. 

 

     Upon the commencement of an Asset Sale Offer, the Issuers shall send, by 

first class mail, a notice to the Trustee and each of the Holders, with a copy 

to the Trustee. The notice shall contain all instructions and materials 

necessary to enable such Holders to tender Notes pursuant to the Asset Sale 

Offer. The Asset Sale Offer shall be made to all Holders. The notice, which 

shall govern the terms of the Asset Sale Offer, shall state: 

 

     (a) that the Asset Sale Offer is being made pursuant to this Section 3.09 

and Section 4.07 hereof and the length of time the Asset Sale Offer shall remain 

open; 

 

     (b) the Offer Amount, the purchase price and the Purchase Date; 

 

     (c) that any Note not validly tendered or accepted for payment shall 

continue to accrue interest and Liquidated Damages, if applicable; 

 

     (d) that, unless the Issuers default in making such payment, any Note 

accepted for payment pursuant to the Asset Sale Offer shall cease to accrue 

interest and Liquidated Damages, if applicable, after the Purchase Date; 

 

     (e) that Holders electing to have a Note purchased pursuant to any Asset 

Sale Offer shall be required to surrender the Note, with the form entitled 

"Option of Holder to Elect Purchase" on the reverse of the Note completed, or 

transfer by book-entry transfer, to the Issuers, a depositary, if appointed by 

the Issuers, or a Paying Agent at the address specified in the notice at least 

three days before the Purchase Date; 

 

     (f) that Holders shall be entitled to withdraw their election if the 

Issuers, the Depositary or the Paying Agent, as the case may be, receives, not 

later than the expiration of the Offer Period, a telegram, facsimile 

transmission or letter setting forth the name of the Holder, the 
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principal amount of the Note the Holder delivered for purchase and a statement 

that such Holder is withdrawing his election to have such Note purchased; 

 

     (g) that, if the aggregate principal amount of Notes surrendered by Holders 

exceeds the Offer Amount, the Issuers shall select the Notes to be purchased on 

a pro rata basis (with such adjustments as may be deemed appropriate by the 

Issuers so that only Notes in denominations of $1,000, or integral multiples 

thereof, shall be purchased); and 

 

     (h) that Holders whose Notes were purchased only in part shall be issued 

new Notes (accompanied by a notation of the Guarantees duly endorsed by the 

Subsidiary Guarantors) equal in principal amount to the unpurchased portion of 

the Notes surrendered (or transferred by book-entry transfer). 

 

     On or before the Purchase Date, the Issuers shall, to the extent lawful, 

accept for payment, on a pro rata basis to the extent necessary, the Offer 

Amount of Notes or portions thereof validly tendered and not properly withdrawn 

pursuant to the Asset Sale Offer, or if less than the Offer Amount has been 

validly tendered and not properly withdrawn, all Notes so tendered and not 

withdrawn, and shall deliver to the Trustee an Officers' Certificate stating 

that such Notes or portions thereof were accepted for payment by the Issuers in 

accordance with the terms of this Section 3.09. Upon surrender and cancellation 

of a Certificated Note that is purchased in part, the Issuers shall promptly 

issue and the Trustee shall authenticate and deliver to the surrendering Holder 

of such Certificated Note a new Certificated Note equal in principal amount to 

the unpurchased portion of such surrendered Certificated Note; provided that 

each such new Certificated Note shall be in a principal amount of $1,000 or an 

integral multiple thereof. Upon surrender of a Global Note that is purchased in 

part pursuant to an Asset Sale Offer, the Paying Agent shall forward such Global 

Note to the Trustee who shall make an endorsement thereon to reduce the 

principal amount of such Global Note to an amount equal to the unpurchased 

portion of such Global Note, as provided in Section 2.06(h) hereof. The Issuers, 

the Depositary or the Paying Agent, as the case may be, shall promptly mail or 

deliver to each tendering Holder an amount equal to the purchase price of the 

Notes tendered by such Holder and accepted by the Issuers for purchase, and the 

Issuers shall promptly issue a new Note (in each case, accompanied by a notation 

of the Guarantees duly endorsed by the Subsidiary Guarantors), and the Trustee, 

upon written request from the Issuers shall authenticate and mail or deliver 

such new Note to such Holder, in a principal amount equal to any unpurchased 

portion of the Note surrendered. Any Note not so accepted shall be promptly 

mailed or delivered by the Issuers to the Holder thereof. The Issuers shall 

publicly announce the results of the Asset Sale Offer on or as soon as 

practicable after the Purchase Date. 

 

     Other than as specifically provided in this Section 3.09, any purchase 

pursuant to this Section 3.09 shall be made pursuant to the provisions of 

Sections 3.01 through 3.06 hereof. 
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                                   ARTICLE 4 

                                   COVENANTS 

 

SECTION 4.01. PAYMENT OF NOTES. 

 

     The Issuers shall pay or cause to be paid the principal of and premium, if 

any, interest and Liquidated Damages, if any, on the Notes in New York, New York 

on the dates and in the manner provided in the Notes. Principal, premium, if 

any, interest and Liquidated Damages, if any, shall be considered paid on the 

date due if the Paying Agent, if other than an Issuer or any Subsidiary 

Guarantor thereof, holds as of 11:00 a.m. Eastern Time on the due date money 

deposited by the Issuers in immediately available funds and designated for and 

sufficient to pay all principal, premium, if any, interest and Liquidated 

Damages, if any, then due. The Issuers shall pay all Liquidated Damages, if any, 

in the same manner on the dates and in the amounts set forth in the Registration 

Rights Agreement. 

 

     The Issuers shall pay interest (including post-petition interest in any 

proceeding under any Bankruptcy Law) on overdue principal and premium at the 

then applicable interest rate on the Notes to the extent lawful. The Issuers 

shall pay interest (including post-petition interest in any proceeding under any 

Bankruptcy Law) on overdue installments of interest and Liquidated Damages 

(without regard to any applicable grace period) at the same rate to the extent 

lawful. 

 

SECTION 4.02. MAINTENANCE OF OFFICE OR AGENCY. 

 

     The Issuers shall maintain in the Borough of Manhattan, The City of New 

York, an office or agency (which may be an office of the Trustee or an Affiliate 

of the Trustee, Registrar or co-registrar) where Notes may be surrendered for 

registration of transfer or for exchange and where notices and demands to or 

upon the Issuers or the Subsidiary Guarantors in respect of the Notes and this 

Indenture may be served. The Issuers shall give prompt written notice to the 

Trustee of the location, and any change in the location, of such office or 

agency. If at any time the Issuers shall fail to maintain any such required 

office or agency or shall fail to furnish the Trustee with the address thereof, 

such presentations, surrenders, notices and demands may be made or served at the 

Corporate Trust Office of the Trustee. 

 

     The Issuers may also from time to time designate one or more other offices 

or agencies where the Notes may be presented or surrendered for any or all such 

purposes and may from time to time rescind such designations; provided, however, 

that no such designation or rescission shall in any manner relieve the Issuers 

of their obligation to maintain an office or agency in the Borough of Manhattan, 

The City of New York for such purposes. The Issuers shall give prompt written 

notice to the Trustee of any such designation or rescission and of any change in 

location of any such other office or agency. 

 

     The Issuers hereby designate the Corporate Trust Office of the Trustee as 

one such office or agency of the Issuers in accordance with Section 2.03. 
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SECTION 4.03. COMPLIANCE CERTIFICATE. 

 

     (a) The Issuers and the Subsidiary Guarantors shall deliver to the Trustee, 

within 90 days after the end of each fiscal year, an Officers' Certificate 

stating that a review of the activities of the Issuers and the Restricted 

Subsidiaries of the Partnership during the preceding fiscal year has been made 

under the supervision of the signing Officers with a view to determining whether 

the Issuers and the Subsidiary Guarantors have kept, observed, performed and 

fulfilled their respective obligations under this Indenture and the Guarantees, 

respectively, and further stating, as to each such Officer signing such 

certificate, that to the best of his or her knowledge each of such Issuers and 

such Subsidiary Guarantors, as the case may be, has kept, observed, performed 

and fulfilled each and every covenant contained in this Indenture and is not in 

default in the performance or observance of any of the terms, provisions and 

conditions of this Indenture (or, if a Default or Event of Default shall have 

occurred, describing all such Defaults or Events of Default of which he or she 

may have knowledge and what action such Issuer or such Subsidiary Guarantor, as 

the case may be, is taking or proposes to take with respect thereto) and that to 

the best of his or her knowledge no event has occurred and remains in existence 

by reason of which payments on account of the principal of or interest, if any, 

on the Notes is prohibited or if such event has occurred, a description of the 

event and what action such Issuer or such Subsidiary Guarantor, as the case may 

be, is taking or proposes to take with respect thereto. 

 

     (b) So long as not contrary to the then current recommendations of the 

American Institute of Certified Public Accountants, the year-end financial 

statements delivered pursuant to Section 4.19(a) shall be accompanied by a 

written statement of the Issuers' independent public accountants (who shall be a 

firm of established national reputation) that in making the examination 

necessary for certification of such financial statements, nothing has come to 

their attention that would lead them to believe that the Issuers have violated 

any provisions of Article 4 or Article 5 hereof (except that such written 

statement need not address the Issuers' and Subsidiary Guarantors' compliance 

with Sections 4.02, 4.05, 4.06 or 4.13 hereof) or, if any such violation has 

occurred, specifying the nature and period of existence thereof, it being 

understood that such accountants shall not be liable directly or indirectly to 

any Person for any failure to obtain knowledge of any such violation. 

 

     (c) Each of the Issuers shall, so long as any of the Notes are outstanding, 

deliver to the Trustee, forthwith upon any Officer of the Partnership, the 

General Partner or El Paso Finance becoming aware of any Default or Event of 

Default, an Officers' Certificate specifying such Default or Event of Default 

and what action the Issuers are taking or propose to take with respect thereto. 

 

SECTION 4.04. TAXES. 

 

     The Issuers shall pay, and shall cause each of its Restricted Subsidiaries 

to pay, prior to delinquency, all material taxes, assessments, and governmental 

levies except such as are contested in good faith and by appropriate proceedings 

or where the failure to effect such payment is not adverse in any material 

respect to the Holders of the Notes. 
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SECTION 4.05. STAY, EXTENSION AND USURY LAWS. 

 

     Each of the Issuers and the Subsidiary Guarantors covenants (to the extent 

that it may lawfully do so) that it shall not at any time insist upon, plead, or 

in any manner whatsoever claim or take the benefit or advantage of, any stay, 

extension or usury law wherever enacted, now or at any time hereafter in force, 

that may affect the covenants or the performance of this Indenture; and each of 

the Issuers and the Subsidiary Guarantors (to the extent that it may lawfully do 

so) hereby expressly waives all benefit or advantage of any such law, and 

covenants that it shall not, by resort to any such law, hinder, delay or impede 

the execution of any power herein granted to the Trustee, but shall suffer and 

permit the execution of every such power as though no such law has been enacted. 

 

SECTION 4.06. CHANGE OF CONTROL. 

 

     (a) If a Change of Control occurs, each Holder of Notes shall have the 

right to require the Issuers to repurchase all or any part (equal to $1,000 or 

an integral multiple thereof) of that Holder's Notes pursuant to the offer 

described below (the "Change of Control Offer"). In the Change of Control Offer, 

the Issuers shall offer a "Change of Control Payment" in cash equal to 101% of 

the aggregate principal amount of Notes repurchased plus accrued and unpaid 

interest thereon, if any, and Liquidated Damages, if any, to the date of 

purchase (the "Change of Control Payment"). Within 30 days following any Change 

of Control, the Issuers shall mail a notice to each Holder describing the 

transaction or transactions that constitute the Change of Control and offering 

to repurchase Notes on the Change of Control Payment Date specified in such 

notice, pursuant to the procedures required by this Indenture and described in 

such notice. If the Change of Control Payment Date is on or after a record date 

and on or before the related Interest Payment Date, any accrued and unpaid 

interest and Liquidated Damages (to the extent involving interest that is due 

and payable on such Interest Payment Date), if any, shall be paid to the Person 

in whose name a Note is registered at the close of business on such record date, 

and no additional interest (or Liquidated Damages, if any) (to the extent 

involving interest that is due and payable on such Interest Payment Date) shall 

be payable to Holders who validly tender Notes pursuant to the Change of Control 

Offer. The Issuers shall comply with the requirements of Rule 14e-l under the 

Exchange Act and any other securities laws and regulations thereunder to the 

extent such laws and regulations are applicable in connection with the 

repurchase of the Notes as a result of a Change of Control. 

 

     (b) Within 30 days following any Change of Control, the Issuers shall mail 

by first class mail, a notice to each Holder, with a copy of such notice to the 

Trustee. The notice, which shall govern the terms of the Change of Control 

Offer, shall state, among other things: 

 

                    (i)  that a Change of Control has occurred and a Change of 

                         Control Offer is being made as provided for herein, and 

                         that, although Holders are not required to tender their 

                         Notes, all Notes that are validly tendered shall be 

                         accepted for payment; 
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                    (ii) the Change of Control Payment and the Change of Control 

                         Payment Date, which will be no earlier than 30 days and 

                         no later than 60 days after the date such notice is 

                         mailed; 

 

                    (iii) that any Note accepted for payment pursuant to the 

                         Change of Control Offer (and duly paid for on the 

                         Change of Control Payment Date) shall cease to accrue 

                         interest and Liquidated Damages, if applicable, after 

                         the Change of Control Payment Date; 

 

                    (iv) that any Notes (or portions thereof) not validly 

                         tendered shall continue to accrue interest and 

                         Liquidated Damages, if applicable; 

 

                    (v)  that any Holder electing to have a Note purchased 

                         pursuant to any Change of Control Offer shall be 

                         required to surrender the Note, with the form entitled 

                         "Option of Holder to Elect Purchase" on the reverse of 

                         the Note completed, or transfer by book-entry transfer, 

                         to the Issuers, a depositary, if appointed by the 

                         Issuers, or a Paying Agent at the address specified in 

                         the notice at least one (1) Business Day before the 

                         Change of Control Payment Date; 

 

                    (vi) that Holders shall be entitled to withdraw their 

                         election if the Issuers, the Depositary or the Paying 

                         Agent, as the case may be, receives, not later than the 

                         expiration of the Change of Control Offer, a telegram, 

                         facsimile transmission or letter setting forth the name 

                         of the Holder, the principal amount of the Note the 

                         Holder delivered for purchase and a statement that such 

                         Holder is withdrawing his election to have such Note 

                         purchased; and 

 

                    (vii) the instructions and any other information necessary 

                         to enable Holders to tender their Notes (or portions 

                         thereof) and have such Notes (or portions thereof) 

                         purchased pursuant to the Change of Control Offer. 

 

     (c) Subject to Section 4.06(f), on the Change of Control Payment Date, the 

Issuers shall, to the extent lawful: 

 

          (i) accept for payment all Notes or portions thereof properly tendered 

     and not withdrawn pursuant to the Change of Control Offer; 

 

          (ii) deposit by 11:00 a.m., New York Time with the Paying Agent an 

     amount equal to the Change of Control Payment in respect of all Notes or 

     portions thereof so tendered; and 

 

 

 

                                       57 

 

 

 



 

 

 

 

          (iii) deliver or cause to be delivered to the Trustee the Notes so 

     accepted together with an Officers' Certificate stating the aggregate 

     principal amount of Notes or portions thereof being purchased by the 

     Issuers. 

 

     (d) The Paying Agent shall promptly mail to each Holder of Notes so 

tendered the Change of Control Payment for such Notes, and the Trustee shall 

promptly authenticate and mail (or cause to be transferred by book entry) to 

each Holder a new Note equal in principal amount to any unpurchased portion of 

the Notes surrendered, if any; provided that each such new Note shall be in a 

principal amount of $1,000 or an integral multiple thereof. The Issuers shall 

publicly announce the results of the Change of Control Offer on or as soon as 

practicable after the Change of Control Payment Date. 

 

     (e) Upon surrender and cancellation of a Certificated Note that is 

purchased in part pursuant to the Change of Control Offer, the Issuers shall 

promptly issue and the Trustee shall authenticate and mail (or cause to be 

transferred by book entry) to the surrendering Holder of such Certificated Note, 

a new Certificated Note equal in principal amount to the unpurchased portion of 

such surrendered Certificated Note; provided that each such new Certificated 

Note shall be in principal amount of $1,000 or an integral multiple thereof. 

 

     (f) Prior to complying with any of the provisions of this Section 4.06, but 

in any event within 90 days following a Change of Control, the Issuers shall 

either repay all outstanding Senior Debt or obtain the requisite consents, if 

any, under all agreements governing outstanding Senior Debt to permit the 

repurchase of Notes required by this covenant. 

 

     (g) The provisions described in this Section 4.06 require the Issuers to 

make a Change of Control Offer following a Change of Control shall be applicable 

regardless of whether or not any other provisions of this Indenture are 

applicable. 

 

     (h) Notwithstanding the other provisions of this Section 4.06, the Issuers 

shall not be required to make a Change of Control Offer upon a Change of 

Control, and a Holder will not have the right to require that the Issuers 

repurchase any Notes pursuant to a Change of Control Offer, if a third party 

makes the Change of Control Offer in the manner, at the times and otherwise in 

compliance with the requirements set forth in this Indenture applicable to a 

Change of Control Offer made by the Issuers and purchases all Notes validly 

tendered and not withdrawn under such Change of Control Offer. 

 

SECTION 4.07. ASSET SALES. 

 

     (a) The Issuers shall not, and shall not permit any Restricted Subsidiary 

of the Partnership to, consummate an Asset Sale unless: 

 

          (i) such Issuer (or the Restricted Subsidiary, as the case may be) 

     receives consideration at the time of such Asset Sale at least equal to the 

     fair market value of the assets or Equity Interests issued or sold or 

     otherwise disposed of; 

 

          (ii) such fair market value is determined by (a) an executive officer 

     of the Partnership if the value is less than $10.0 million, as evidenced by 

     an Officers' 
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     Certificate delivered to the Trustee or (b) the Board of Directors of the 

     General Partner if the value is $10.0 million or more, as evidenced by a 

     resolution of such Board of Directors of the General Partner; and 

 

          (iii) at least 75% of the Net Proceeds received by such Issuer or such 

     Restricted Subsidiary is in the form of cash or Cash Equivalents. 

 

     For purposes of this clause (iii), each of the following shall be deemed to 

     be cash: 

 

          (A) any liabilities (as shown on such Issuer's or such Restricted 

     Subsidiary's most recent balance sheet) of the Issuers or any Restricted 

     Subsidiary (other than contingent liabilities and liabilities that are by 

     their terms subordinated to the Notes or any Guarantee) that are assumed by 

     the transferee of any such assets pursuant to a customary novation 

     agreement that releases such Issuer or such Restricted Subsidiary from 

     further liability; and 

 

          (B) any securities, notes or other obligations received by such Issuer 

     or any such Restricted Subsidiary from such transferee that are within 90 

     days after the Asset Sale (subject to ordinary settlement periods) 

     converted by such Issuer or such Restricted Subsidiary into cash (to the 

     extent of the cash received in that conversion). 

 

     (b) Within 360 days after the receipt of any Net Proceeds from an Asset 

Sale, the Partnership or a Restricted Subsidiary may apply (or enter into a 

definitive agreement for such application, provided that such capital 

expenditure or purchase is closed within 90 days after the end of such 360-day 

period) such Net Proceeds at its option: 

 

          (i) to repay Senior Debt of the Partnership and/or its Restricted 

     Subsidiaries (or to make an offer to repurchase or redeem any such Senior 

     Debt, provided that such repurchase or redemption closes within 45 days 

     after the end of such 360-day period) with a permanent reduction in 

     availability for any revolving credit Indebtedness; 

 

          (ii) to make a capital expenditure in a Permitted Business; 

 

          (iii) to acquire other long-term tangible assets that are used or 

     useful in a Permitted Business; or 

 

          (iv) to invest in any other Permitted Business Investment or any other 

     Permitted Investments other than Investments in Cash Equivalents, Interest 

     Swaps or Currency Agreements. 

 

Pending the final application of any such Net Proceeds, the Partnership or a 

Restricted Subsidiary may temporarily reduce revolving credit borrowings or 

otherwise invest such Net Proceeds in any manner that is not prohibited by this 

Indenture. 

 

     (c) Any Net Proceeds from Asset Sales that are not applied or invested as 

provided in Section 4.07(b) above will constitute "Excess Proceeds". When the 

aggregate 
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amount of Excess Proceeds exceeds $10 million, the Issuers will make a pro rata 

offer (an "Asset Sale Offer") to all Holders of Notes and all holders of other 

Indebtedness that is pari passu with the Notes containing provisions similar to 

those set forth in this Indenture with respect to offers to purchase or redeem 

with the proceeds of sales of assets to purchase the maximum principal amount of 

Notes and such other pari passu Indebtedness that may be purchased out of the 

Excess Proceeds. The offer price in any Asset Sale Offer will be equal to 100% 

of principal amount plus accrued and unpaid interest (including any Liquidated 

Damages in the case of the Notes), if any, and premium, if any, to the date of 

purchase, and will be payable in cash. If any Excess Proceeds remain after 

consummation of an Asset Sale Offer, the Partnership may use such Excess 

Proceeds for any purpose not otherwise prohibited by this Indenture, including, 

without limitation, the repurchase or redemption of Indebtedness of the Issuers 

or any Subsidiary Guarantor that is subordinated to the Notes or, in the case of 

any Subsidiary Guarantor, the Guarantee of such Subsidiary Guarantor. If the 

aggregate principal amount of Notes tendered into such Asset Sale Offer exceeds 

the amount of Excess Proceeds allocated for repurchases of Notes pursuant to the 

Asset Sale Offer for Notes, the Trustee shall select the Notes to be purchased 

on a pro rata basis. Upon completion of each Asset Sale Offer, the amount of 

Excess Proceeds shall be reset at zero. 

 

     (d) Notwithstanding the definition of the term "Asset Sale" in Section 1.01 

hereof, the following transactions shall not constitute an Asset Sale for 

purposes of this Indenture: 

 

          (i) any transaction whereby assets or properties (including (a) 

     ownership interests in any Subsidiary or Joint Venture and (b) in the case 

     of an exchange or contribution for tangible assets, up to 25% in the form 

     of cash, Cash Equivalents, accounts receivable or other current assets) 

     owned by the Partnership or a Restricted Subsidiary of the Partnership are 

     exchanged or contributed for the Equity Interests of a Joint Venture or 

     Unrestricted Subsidiary in a transaction that satisfies the requirements of 

     a Permitted Business Investment or for other assets (not more than 25% of 

     which consists of cash, Cash Equivalents, accounts receivables or other 

     current assets) or properties (including interests in any Subsidiary or 

     Joint Venture) so long as (i) the fair market value of the assets or 

     properties (if other than a Permitted Business Investment) received are 

     substantially equivalent to the fair market value of the assets or 

     properties given up, and (ii) any cash received in such exchange or 

     contribution by the Partnership or any Restricted Subsidiary of the 

     Partnership is applied in accordance with the foregoing provisions of this 

     Section 4.07; 

 

          (ii) any sale, transfer or other disposition of cash or Cash 

     Equivalents; 

 

          (iii) any sale, transfer or other disposition of Restricted 

     Investments; and 

 

          (iv) any sale, transfer or other disposition of interests in oil and 

     gas leaseholds (including, without limitation, by abandonment, farm-ins, 

     farm-outs, leases, swaps and subleases), hydrocarbons and other mineral 

     products in the ordinary course of business of the oil and gas operations 

     conducted by the 
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     Partnership or any Restricted Subsidiary of the Partnership, which sale, 

     transfer or other disposition is made by the Partnership or any such 

     Restricted Subsidiary. 

 

SECTION 4.08. RESTRICTED PAYMENTS. 

 

     (a) The Issuers shall not, and shall not permit any of their Restricted 

Subsidiaries to, directly or indirectly: 

 

          (i) declare or pay any dividend or make any other payment or 

     distribution on account of the Equity Interests of the Partnership or any 

     of its Restricted Subsidiaries (including, without limitation, any payment 

     in connection with any merger or consolidation involving the Partnership or 

     any of its Restricted Subsidiaries) or to the direct or indirect holders of 

     the Equity Interests of the Partnership or of any of its Restricted 

     Subsidiaries in their capacity as such (other than dividends or 

     distributions payable in Equity Interests of the Partnership (other than 

     Disqualified Equity) and other than distributions or dividends payable to 

     the Partnership or a Restricted Subsidiary of the Partnership). 

 

          (ii) except to the extent permitted in clause (iv) below, purchase, 

     redeem or otherwise acquire or retire for value (including, without 

     limitation, in connection with any merger or consolidation involving an 

     Issuer) any Equity Interests of the Partnership or of any of its Restricted 

     Subsidiaries (other than any such Equity Interests owned by the Partnership 

     or any of its Restricted Subsidiaries); 

 

          (iii) except to the extent permitted in clause (iv) below, make any 

     payment on or with respect to, or purchase, redeem, defease or otherwise 

     acquire or retire for value any Indebtedness that is pari passu with or 

     subordinated to the Notes or the Guarantees (other than the Notes or the 

     Guarantees), except (a) a payment of interest or principal at the Stated 

     Maturity thereof, (b) a purchase, redemption, acquisition or retirement 

     required to be made pursuant to the terms of such Indebtedness (including 

     pursuant to an asset sale or change of control provision) and (c) any such 

     Indebtedness of the Partnership or any Restricted Subsidiary owned by the 

     Partnership or a Restricted Subsidiary; 

 

          (iv) make any Investment other than a Permitted Investment or a 

     Permitted Business Investment (all such payments and other actions set 

     forth in clauses (i) through (iv) above being collectively referred to as 

     "Restricted Payments"), 

 

unless, at the time of and after giving effect to such Restricted Payment, no 

Default or Event of Default shall have occurred and be continuing or would occur 

as a consequence thereof and either: 

 

          (A) if the Fixed Charge Coverage Ratio for the Partnership's four most 

     recent fiscal quarters for which internal financial statements are 

     available is not less than 2.0 to 1.0, such Restricted Payment, together 

     with the aggregate amount of all other Restricted Payments made by the 

     Partnership and its Restricted 
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     Subsidiaries during the quarter in which such Restricted Payment is made, 

     is less than the sum, without duplication, of (a) Available Cash 

     constituting Cash from Operations as of the end of the immediately 

     preceding quarter, plus (b) the aggregate net cash proceeds of any (i) 

     substantially concurrent capital contribution to the Partnership from any 

     Person (other than a Restricted Subsidiary of the Partnership) after the 

     Issue Date, (ii) substantially concurrent issuance and sale after the Issue 

     Date of Equity Interests (other than Disqualified Equity) of the 

     Partnership or from the issuance or sale after the Issue Date of 

     convertible or exchangeable Disqualified Equity or convertible or 

     exchangeable debt securities of the Partnership that have been converted 

     into or exchanged for such Equity Interests (other than Disqualified 

     Equity), (iii) to the extent that any Restricted Investment that was made 

     after the Issue Date is sold for cash or Cash Equivalents or otherwise 

     liquidated or repaid for cash or Cash Equivalents, the lesser of the refund 

     of capital or similar payment made in cash or Cash Equivalents with respect 

     to such Restricted Investment (less the cost of such disposition, if any) 

     and the initial amount of such Restricted Investment (other than to a 

     Restricted Subsidiary of the Partnership), plus (c) the net reduction in 

     Investments in Restricted Investments resulting from dividends, repayments 

     of loans or advances, or other transfers of assets in each case to the 

     Partnership or any of its Restricted Subsidiaries from any Person 

     (including, without limitation, Unrestricted Subsidiaries) or from 

     redesignations of Unrestricted Subsidiaries as Restricted Subsidiaries to 

     the extent such amounts have not been included in Available Cash 

     constituting Cash from Operations for any quarter commencing on or after 

     the Issue Date (items (b) and (c) being referred to as "Incremental 

     Funds"), minus (d) the aggregate amount of Incremental Funds previously 

     expended pursuant to this clause (A) or clause (B) below; or 

 

          (B) if the Fixed Charge Coverage Ratio for the Partnership's four most 

     recent fiscal quarters for which internal financial statements are 

     available is less than 2.0 to 1.0, such Restricted Payment, together with 

     the aggregate amount of all other Restricted Payments made by the 

     Partnership and its Restricted Subsidiaries during the quarter in which 

     such Restricted Payment is made, is less than the sum, without duplication, 

     of (a) $60.0 million less the aggregate amount of all Restricted Payments 

     made by the Partnership and its Restricted Subsidiaries pursuant to this 

     clause (B)(a) during the period ending on the last day of the fiscal 

     quarter of the Partnership immediately preceding the date of such 

     Restricted Payment and beginning on the Issue Date, plus (b) Incremental 

     Funds to the extent not previously expended pursuant to this clause (B) or 

     clause (A) above. 

 

For purposes of clauses (A) and (B) above, the term "substantially concurrent" 

means that either (x) the offering was consummated within 120 days of the date 

of determination or (y) the offering was consummated within 24 months of the 

date of determination and the proceeds therefrom were used for the purposes 

expressly stated in the documents related thereto and may be traced to such use 

by segregating, separating or otherwise specifically identifying the movement of 

such proceeds. 
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     (b) So long as no Default has occurred and is continuing or would be caused 

thereby, the preceding provisions of this Section 4.08 shall not prohibit: 

 

          (i) the payment by the Partnership or any of its Restricted 

     Subsidiaries of any distribution or dividend within 60 days after the date 

     of declaration thereof, if at said date of declaration such payment would 

     have complied with the provisions of this Indenture; 

 

          (ii) the redemption, repurchase, retirement, defeasance or other 

     acquisition of any pari passu or subordinated Indebtedness of the 

     Partnership or any of its Restricted Subsidiaries or of any Equity 

     Interests of the Partnership or any of its Restricted Subsidiaries in 

     exchange for, or out of the net cash proceeds of, a substantially 

     concurrent (a) capital contribution to the Partnership or such Restricted 

     Subsidiary from any Person (other than the Partnership or another 

     Restricted Subsidiary) or (b) sale (a sale will be deemed substantially 

     concurrent if such redemption, repurchase, retirement, defeasance or 

     acquisition occurs not more than 120 days after such sale) (other than to a 

     Restricted Subsidiary of the Partnership) of (i) Equity Interests (other 

     than Disqualified Equity) of the Partnership or such Restricted Subsidiary 

     or (ii) Indebtedness that is subordinated to the Notes or the Guarantees, 

     provided that such new subordinated Indebtedness with respect to the 

     redemption, repurchase, retirement, defeasance or other acquisition of pari 

     passu or subordinated Indebtedness (W) is subordinated to the same extent 

     as such refinanced subordinated Indebtedness, (X) has a Weighted Average 

     Life to Maturity of at least the remaining Weighted Average Life to 

     Maturity of the refinanced subordinated Indebtedness, (Y) is for the same 

     principal amount as either such refinanced subordinated Indebtedness plus 

     original issue discount to the extent not reflected therein or the 

     redemption or purchase price of such Equity Interests (plus reasonable 

     expenses of refinancing and any premiums paid on such refinanced 

     subordinated Indebtedness) and (Z) is incurred by the Partnership or the 

     Restricted Subsidiary that is the obligor on the Indebtedness so refinanced 

     or the issuer of the Equity Interests so redeemed, repurchased or retired; 

     provided, however, that the amount of any net cash proceeds that are 

     utilized for any such redemption, repurchase or other acquisition or 

     retirement shall be excluded or deducted from the calculation of Available 

     Cash and Incremental Funds; 

 

          (iii) the defeasance, redemption, repurchase or other acquisition of 

     pari passu or subordinated Indebtedness of the Partnership or any 

     Restricted Subsidiary with the net cash proceeds from an incurrence of 

     Permitted Refinancing Indebtedness; 

 

          (iv) the payment of any distribution or dividend by a Restricted 

     Subsidiary to the Partnership or to the holders of the Equity Interests 

     (other than Disqualified Equity) of such Restricted Subsidiary on a pro 

     rata basis; 

 

          (v) the repurchase, redemption or other acquisition or retirement for 

     value of any Equity Interests of the Partnership or any of its Restricted 
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     Subsidiaries held by any member of the General Partner's or the 

     Partnership's or any Restricted Subsidiary's management pursuant to any 

     management equity subscription agreement or stock option agreement or to 

     satisfy obligations under any Equity Interests appreciation rights or 

     option plan or similar arrangement; provided that the aggregate price paid 

     for all such repurchased, redeemed, acquired or retired Equity Interests 

     shall not exceed $5.0 million in any 12-month period; and 

 

          (vi) any payment by the Partnership pursuant to section 3.1(b) of the 

     Management Agreement to compensate for certain tax liabilities resulting 

     from certain allocated income. 

 

     In computing the amount of Restricted Payments made for purposes of Section 

4.08(a), Restricted Payments made under clauses (i) (but only if the declaration 

of such dividend or other distribution has not been counted in a prior period) 

and, to the extent of amounts paid to holders other than the Partnership or any 

of its Restricted Subsidiaries, (iv) of this Section 4.08(b) shall be included, 

and Restricted Payments made under clauses (ii), (iii), (v) and (vi) and, except 

to the extent noted above, (iv) of this Section 4.08(b) shall not be included. 

The amount of all Restricted Payments (other than cash) shall be the fair market 

value on the date of the Restricted Payment of the asset(s) or securities 

proposed to be transferred or issued by the Partnership or such Restricted 

Subsidiary, as the case may be, pursuant to the Restricted Payment. The fair 

market value of any assets or securities that are required to be valued by this 

covenant shall be determined by the Board of Directors of the General Partner 

whose resolution with respect thereto shall be delivered to the Trustee. 

 

SECTION 4.09. INCURRENCE OF INDEBTEDNESS AND ISSUANCE OF DISQUALIFIED EQUITY 

 

     (a) The Partnership shall not, and shall not permit any of its Restricted 

Subsidiaries to, directly or indirectly, create, incur, issue, assume, guarantee 

or otherwise become directly or indirectly liable, contingently or otherwise, 

with respect to (collectively, "incur") any Indebtedness (including Acquired 

Debt), and the Partnership will not issue any Disqualified Equity and will not 

permit any of its Restricted Subsidiaries to issue any Disqualified Equity; 

provided, however, that the Partnership and any Restricted Subsidiary may incur 

Indebtedness (including Acquired Debt), and the Partnership and the Restricted 

Subsidiaries may issue Disqualified Equity, if the Fixed Charge Coverage Ratio 

for the Partnership's most recently ended four full fiscal quarters for which 

internal financial statements are available immediately preceding the date on 

which such additional Indebtedness is incurred or such Disqualified Equity is 

issued would have been at least 2.25 to 1.0, determined on a pro forma basis 

(including a pro forma application of the net proceeds therefrom), as if the 

additional Indebtedness had been incurred, or the Disqualified Equity had been 

issued, at the beginning of such four-quarter period. 

 

     (b) Notwithstanding the prohibitions of Section 4.09(a), so long as no 

Default or Event of Default shall have occurred and be continuing or would be 

caused thereby, the Partnership and its Restricted Subsidiaries may incur any of 

the following items of Indebtedness (collectively, "Permitted Debt"): 
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     (i) the incurrence by the Partnership and any of its Restricted 

Subsidiaries of the Indebtedness under Credit Facilities and the guarantees 

thereof; provided that the aggregate principal amount of all Indebtedness of the 

Partnership and the Restricted Subsidiaries outstanding under all Credit 

Facilities after giving effect to such incurrence does not exceed $1.2 billion 

less the aggregate amount of all repayments of Indebtedness under a Credit 

Facility that have been made by the Partnership or any of its Restricted 

Subsidiaries with Net Proceeds from Asset Sales to the extent such repayments 

constitute a permanent reduction of commitments under such Credit Facility; 

 

     (ii) the incurrence by the Partnership and its Restricted Subsidiaries of 

Existing Indebtedness; 

 

     (iii) the incurrence by the Partnership and the Subsidiary Guarantors of 

Indebtedness represented by the Notes and the Guarantees and the related 

Obligations; 

 

     (iv) the incurrence by the Partnership or any of its Restricted 

Subsidiaries of Indebtedness represented by Capital Lease Obligations, mortgage 

financings or purchase money obligations, in each case, incurred for the purpose 

of financing all or any part of the purchase price or cost of construction or 

improvement of property, plant or equipment used in the business of the 

Partnership or such Restricted Subsidiary, in an aggregate principal amount not 

to exceed $20.0 million at any time outstanding; 

 

     (v) the incurrence by the Partnership or any of its Restricted Subsidiaries 

of Permitted Refinancing Indebtedness in exchange for, or the net proceeds of 

which are used to refund, refinance or replace, Indebtedness (other than 

intercompany Indebtedness) that was not incurred in violation of this Indenture; 

 

     (vi) the incurrence by the Partnership or any of its Restricted 

Subsidiaries of intercompany Indebtedness between or among the Partnership and 

any of its Restricted Subsidiaries; provided, however, that: 

 

          (A) if the Partnership or any Subsidiary Guarantor is the obligor on 

     such Indebtedness, such Indebtedness must be expressly subordinated to the 

     prior payment in full in cash of all Obligations with respect to the Notes, 

     in the case of the Partnership, or the Guarantee of such Subsidiary 

     Guarantor, in the case of a Subsidiary Guarantor; and 

 

          (B) (i) any subsequent issuance or transfer of Equity Interests that 

     results in any such Indebtedness being held by a Person other than the 

     Partnership or a Restricted Subsidiary thereof and (ii) any sale or other 

     transfer of any such Indebtedness to a Person that is not either the 

     Partnership or a Restricted Subsidiary thereof, shall be deemed, in each 

     case, to constitute an incurrence of such Indebtedness by the Partnership 
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          or such Restricted Subsidiary, as the case may be, that was not 

          permitted by this clause (vi); 

 

          (vii) the incurrence by the Partnership or any of its Restricted 

     Subsidiaries of Hedging Obligations that are incurred for the purpose of 

     fixing or hedging foreign currency exchange rate risk of the Partnership or 

     any Restricted Subsidiary or interest rate risk with respect to any 

     floating rate Indebtedness of the Partnership or any Restricted Subsidiary 

     that is permitted by the terms of this Indenture to be outstanding or 

     commodities pricing risks of the Partnership or any Restricted Subsidiary 

     in respect of hydrocarbon production from properties in which the 

     Partnership or any of its Restricted Subsidiaries owns an interest; 

 

          (viii) the guarantee by the Partnership or any of its Restricted 

     Subsidiaries of Indebtedness of the Partnership or a Restricted Subsidiary 

     of the Partnership that was permitted to be incurred by another provision 

     of this covenant; 

 

          (ix) bid, performance, surety and appeal bonds incurred in the 

     ordinary course of business, including guarantees and standby letters of 

     credit supporting such obligations, to the extent not drawn; 

 

          (x) the incurrence by the Partnership or any of its Restricted 

     Subsidiaries of additional Indebtedness in an aggregate principal amount 

     (or accreted value, as applicable) at any time outstanding, including all 

     Permitted Refinancing Indebtedness incurred to refund, refinance or replace 

     any Indebtedness incurred pursuant to this clause (x), not to exceed $20.0 

     million; 

 

          (xi) the incurrence by the Partnership's Unrestricted Subsidiaries of 

     Non-Recourse Debt; provided, however, that if any such Indebtedness ceases 

     to be Non-Recourse Debt of an Unrestricted Subsidiary, such event shall be 

     deemed to constitute an incurrence of Indebtedness by a Restricted 

     Subsidiary of the Partnership that was not permitted by this clause (xi); 

 

          (xii) the payment of interest on any Indebtedness in the form of 

     additional Indebtedness with the same terms, and the payment of dividends 

     on Disqualified Equity, in the form of additional shares of the same class 

     of Disqualified Equity, provided, in each such case, that the amount 

     thereof is included in Fixed Charges of the Partnership as so accrued, 

     accredited or amortized; and 

 

          (xiii) Indebtedness incurred by the Partnership or any of its 

     Restricted Subsidiaries arising from agreements or their respective bylaws 

     providing for indemnification, adjustment of purchase price or similar 

     obligations. 

 

     (c) For purposes of determining compliance with this Section 4.09, in the 

event that an item of proposed Indebtedness meets the criteria of more than one 

of the categories of Permitted Debt described in paragraphs (b)(i) through 

(b)(xiii) above, or is entitled to be incurred pursuant to Section 4.09(a), the 

Partnership shall be permitted to classify such item of 
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Indebtedness on the date of its incurrence in any manner that complies with this 

Section 4.09. An item of Indebtedness may be divided and classified in one or 

more of the types of Permitted Indebtedness. 

 

SECTION 4.10. ANTI-LAYERING. 

 

     The Issuers shall not incur, create, issue, assume, guarantee or otherwise 

become liable for any Indebtedness that is subordinate or junior in right of 

payment to any Senior Debt of either of the Issuers and senior in any respect in 

right of payment to the Notes. No Subsidiary Guarantor shall incur, create, 

issue, assume, guarantee or otherwise become liable for any Indebtedness that is 

subordinate or junior in right of payment to any Senior Debt of such Subsidiary 

Guarantor and senior in any respect in right of payment to such Subsidiary 

Guarantor's Guarantee. 

 

SECTION 4.11. LIENS. 

 

     The Partnership shall not, and shall not permit any of its Restricted 

Subsidiaries to, directly or indirectly, create, incur, assume or suffer to 

exist any Lien of any kind securing Indebtedness, Attributable Debt or trade 

payables on any asset now owned or hereafter acquired, except Permitted Liens, 

without making effective provision whereby all Obligations due under the Notes 

and this Indenture or any Guarantee, as applicable, will be secured by a Lien 

equally and ratably with any and all Obligations thereby secured for so long as 

any such Obligations shall be so secured. 

 

SECTION 4.12. DIVIDEND AND OTHER PAYMENT RESTRICTIONS AFFECTING SUBSIDIARIES. 

 

     The Partnership shall not, and shall not permit any of its Restricted 

Subsidiaries to, directly or indirectly, create or permit to exist or become 

effective any encumbrance or restriction on the ability of any Restricted 

Subsidiary to: 

 

     (a) pay dividends or make any other distributions on its Equity Interests 

to the Partnership or any of the Partnership's Restricted Subsidiaries, or with 

respect to any other interest or participation in, or measured by, its profits, 

or pay any indebtedness owed to the Partnership or any of the other Restricted 

Subsidiaries; 

 

     (b) make loans or advances to or make other investments in the Partnership 

or any of the other Restricted Subsidiaries; or 

 

     (c) transfer any of its properties or assets to the Partnership or any of 

the other Restricted Subsidiaries. 

 

The restrictions contained in the immediately preceding sentence will not apply 

to encumbrances or restrictions existing under or by reason of: 

 

          (i) agreements as in effect on the Issue Date and any amendments, 

     modifications, restatements, renewals, increases, supplements, refundings, 

     replacements or refinancings of any such agreements or any Existing 
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     Indebtedness to which such agreement relates, provided that such 

     amendments, modifications, restatements, renewals, increases, supplements, 

     refundings, replacements or refinancings are no more restrictive, taken as 

     a whole, with respect to such distribution, dividend and other payment 

     restrictions and loan or investment restrictions than those contained in 

     such agreement, as in effect on the Issue Date; 

 

          (ii) the Partnership Credit Facility and any amendments, 

     modifications, restatements, renewals, increases, supplements, refundings, 

     replacements or refinancings thereof, provided that such amendments, 

     modifications, restatements, renewals, increases, supplements, refundings, 

     replacements or refinancings are no more restrictive, taken as a whole, 

     with respect to such distribution, dividend and other payment restrictions 

     and loan or investment restrictions than those contained in such Credit 

     Facility as in effect on the Issue Date; 

 

          (iii) this Indenture, the Notes and the Guarantees; 

 

          (iv) applicable law; 

 

          (v) any instrument governing Indebtedness or Equity Interests of a 

     Person acquired by the Partnership or any of its Restricted Subsidiaries as 

     in effect at the time of such acquisition (except to the extent such 

     Indebtedness was incurred in connection with or in contemplation of such 

     acquisition), which encumbrance or restriction is not applicable to any 

     Person, other than such Person, or the property or assets of such Person, 

     so acquired, provided that, in the case of Indebtedness, such Indebtedness 

     was permitted by the terms of this Indenture to be incurred; 

 

          (vi) customary non-assignment provisions in licenses and leases 

     entered in the ordinary course of business and consistent with past 

     practices; 

 

          (vii) purchase money obligations for property acquired in the ordinary 

     course of business that impose restrictions on the property so acquired of 

     the nature described in clause (c) of the preceding sentence; 

 

          (viii) any agreement for the sale or other disposition of a Restricted 

     Subsidiary that contains any one or more of the restrictions described in 

     clauses (a) through (c) of the preceding sentence by such Restricted 

     Subsidiary pending its sale or other disposition, provided that such sale 

     or disposition is consummated, or such restrictions are canceled or 

     terminated or lapse, within 90 days; 

 

          (ix) Permitted Refinancing Indebtedness, provided that the 

     restrictions contained in the agreements governing such Permitted 

     Refinancing Indebtedness are no more restrictive, taken as a whole, than 

     those contained in the agreements governing the Indebtedness being 

     refinanced; 
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          (x) Liens securing Indebtedness otherwise permitted to be issued 

     pursuant to the provisions of Section 4.11 that limit the right of the 

     Partnership or any of its Restricted Subsidiaries to dispose of the assets 

     subject to such Lien; 

 

          (xi) any agreement or instrument relating to any property or assets 

     acquired after the Issue Date, so long as such encumbrance or restriction 

     relates only to the property or assets so acquired and is not and are not 

     created in anticipation of such acquisitions; 

 

          (xii) any agreement or instrument relating to any Acquired Debt of any 

     Restricted Subsidiary at the date on which such Restricted Subsidiary was 

     acquired by the Partnership or any Restricted Subsidiary (other than the 

     Indebtedness incurred in anticipation of such acquisition and provided such 

     encumbrances or restrictions extend only to property of such acquired 

     Restricted Subsidiary); 

 

          (xiii) any agreement or instrument governing Indebtedness permitted to 

     be incurred under this Indenture, provided that the terms and conditions of 

     any such restrictions and encumbrances, taken as a whole, are not 

     materially more restrictive than those contained in this Indenture, taken 

     as a whole; 

 

          (xiv) provisions with respect to the disposition or distribution of 

     assets or property in joint venture agreements and other similar 

     agreements, including "clawback," "make-well" or "keep-well" agreements, to 

     maintain financial performance or results of operations of a joint venture 

     entered into in the ordinary course of business; and 

 

          (xv) restrictions on cash or other deposits or net worth imposed by 

     customers under contracts entered into in the ordinary course of business. 

 

SECTION 4.13. TRANSACTIONS WITH AFFILIATES 

 

     (a) The Partnership shall not, and shall not permit any of its Restricted 

Subsidiaries to, make any payment to, or sell, lease, transfer or otherwise 

dispose of any of its properties or assets to, or purchase any property or 

assets from, or enter into or make or amend any transaction, contract, 

agreement, understanding, loan, advance or guarantee with, or for the benefit 

of, any Affiliate (each, an "Affiliate Transaction"), unless: 

 

     (i) such Affiliate Transaction is on terms that are no less favorable to 

the Partnership or the relevant Restricted Subsidiary than those that would have 

been obtained in a comparable transaction by the Partnership or such Restricted 

Subsidiary with an unrelated Person; and 

 

     (ii) the Partnership delivers to the Trustee: 

 

          (A) with respect to any Affiliate Transaction or series of related 

     Affiliate Transactions involving aggregate consideration in excess of $10.0 

     million but less than or equal to $25.0 million, an Officers' 
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     Certificate certifying that such Affiliate Transaction complies with this 

     covenant and that such Affiliate Transaction has been approved (either 

     pursuant to specific or general resolutions) by the Board of Directors of 

     the General Partner or has been approved by an officer pursuant to a 

     delegation (specific or general) of authority from the Board of Directors 

     of the General Partner; and 

 

          (B) with respect to any Affiliate Transaction or series of related 

     Affiliate Transactions involving aggregate consideration in excess of $25.0 

     million, (I) a resolution of the Board of Directors of the General Partner 

     set forth in an Officers' Certificate certifying that such Affiliate 

     Transaction complies with this covenant and that such Affiliate Transaction 

     has been approved by a majority of the disinterested members of the Board 

     of Directors of the General Partner and (II) either (a) an opinion as to 

     the fairness to the Partnership of such Affiliate Transaction from a 

     financial point of view issued by an accounting, appraisal or investment 

     banking firm of national standing recognized as an expert in rendering 

     fairness opinions on transactions such as those proposed, (b) with respect 

     to assets classified, in accordance with GAAP, as property, plant and 

     equipment on the Partnership's or such Restricted Subsidiary's balance 

     sheet, a written appraisal from a nationally recognized appraiser showing 

     the assets have a fair market value not less than the consideration to be 

     paid (provided that if the fair market value determined by such appraiser 

     is a range of values or otherwise inexact, the Board of Directors of the 

     General Partner shall determine the exact fair market value, provided that 

     it shall be within the range so determined by the appraiser), (c) in the 

     case of gathering, transportation, marketing, hedging, production handling, 

     operating, construction, storage, platform use, or other operational 

     contracts, any such contracts are entered into in the ordinary course of 

     business on terms substantially similar to those contained in similar 

     contracts entered into by the Partnership or any Restricted Subsidiary and 

     third parties or, if none of the Partnership or any Restricted Subsidiary 

     has entered into a similar contract with a third party, that the terms are 

     no less favorable than those available from third parties on an 

     arm's-length basis, as determined by the Board of Directors of the General 

     Partner or (d) in the case of any transaction between the Partnership or 

     any of its Restricted Subsidiaries and any Affiliate thereof in which the 

     Partnership beneficially owns 50% or less of the Voting Stock and one or 

     more Persons not Affiliated with the Partnership beneficially own 

     (together) a percentage of Voting Stock at least equal to the interest in 

     Voting Stock of such Affiliate beneficially owned by the Partnership, a 

     resolution of the Board of Directors of the General Partner set forth in 

     the Officers' Certificate certifying that such Affiliate Transaction 

     complies with this covenant and that such Affiliate Transaction has been 

     approved by a majority of the disinterested members of the Board of 

     Directors of the General Partner. Even though a particular Affiliate 

     Transaction or series of Affiliate Transactions may be covered by two or 

     more of clauses (a) 
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     through (d) above, the compliance with any one of such applicable clauses 

     shall be satisfactory. 

 

     (b) The following items shall not be deemed to be Affiliate Transactions 

and, therefore, shall not be subject to the provisions of Section 4.13(a): 

 

          (i) transactions pursuant to the Management Agreement as in effect on 

     the date hereof; 

 

          (ii) any employment, equity option or equity appreciation agreement or 

     plan entered into by the Partnership or any of its Restricted Subsidiaries 

     in the ordinary course of business and, as applicable, consistent with the 

     past practice of the Partnership or such Restricted Subsidiary; 

 

          (iii) transactions between or among the Partnership and/or its 

     Restricted Subsidiaries; 

 

          (iv) Restricted Payments that are permitted by Section 4.08; 

 

          (v) transactions effected in accordance with the terms of agreements 

     as in effect on the Issue Date; 

 

          (vi) customary compensation, indemnification and other benefits made 

     available to officers, directors or employees of the Partnership or a 

     Restricted Subsidiary, including reimbursement or advancement of 

     out-of-pocket expenses and provisions of officers' and directors' liability 

     insurance; and 

 

          (vii) loans to officers and employees made in the ordinary course of 

     business in an aggregate amount not to exceed $1.0 million at any one time 

     outstanding. 

 

     SECTION 4.14. ADDITIONAL SUBSIDIARY GUARANTEES. 

 

     If the Partnership or any of its Restricted Subsidiaries acquires or 

creates another Restricted Subsidiary after the Issue Date that guarantees any 

Indebtedness of either of the Issuers, then that newly acquired or created 

Restricted Subsidiary must become a Subsidiary Guarantor and execute a 

supplemental indenture satisfactory to the Trustee and deliver an Opinion of 

Counsel to the Trustee within 10 Business Days of the date on which it was 

acquired or created. If a Restricted Subsidiary that is not then a Subsidiary 

Guarantor guarantees Indebtedness of either of the Issuers or any other 

Restricted Subsidiary, such Restricted Subsidiary shall execute and deliver a 

Guarantee. The Partnership will not permit any of its Restricted Subsidiaries, 

directly or indirectly, to guarantee or pledge any assets to secure the payment 

of any other Indebtedness of either Issuer unless such Restricted Subsidiary 

simultaneously executes and delivers a supplemental indenture providing for the 

guarantee of the payment of the Notes by such Restricted Subsidiary, which 

Guarantee shall be senior to or pari passu with such Restricted Subsidiary's 

guarantee of or pledge to secure such other Indebtedness, unless such other 

Indebtedness is Senior Debt, in which case the Guarantee of the Notes may be 

subordinated to the guarantee of such Senior Debt to the same extent as the 

Notes 
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are subordinated to such Senior Debt. Notwithstanding the foregoing, any 

Guarantee of a Restricted Subsidiary that was incurred pursuant to this 

paragraph shall provide by its terms that it shall be automatically and 

unconditionally released upon the release or discharge of the guarantee which 

resulted in the creation of such Restricted Subsidiary's Subsidiary Guarantee, 

except a discharge or release by, or as a result of payment under, such 

guarantee. 

 

SECTION 4.15. DESIGNATION OF RESTRICTED AND UNRESTRICTED SUBSIDIARIES. 

 

     The General Partner may designate any Restricted Subsidiary of the 

Partnership to be an Unrestricted Subsidiary if that designation would not cause 

a Default or Event of Default. If a Restricted Subsidiary is designated as an 

Unrestricted Subsidiary, all outstanding Investments owned by the Partnership 

and its Restricted Subsidiaries in the Subsidiary so designated will be deemed 

to be an Investment made as of the time of such designation and will reduce the 

amount available for Restricted Payments under Section 4.08(a), for Permitted 

Investments or for Permitted Business Investments, as applicable. All such 

outstanding Investments will be valued at their fair market value, as determined 

by the Board of Directors of the General Partner, at the time of such 

designation. That designation will only be permitted if such Restricted Payment, 

Permitted Investments or Permitted Business Investments would be permitted under 

this Indenture at that time and such Restricted Subsidiary otherwise complies 

with the definition of an Unrestricted Subsidiary. All Subsidiaries of such an 

Unrestricted Subsidiary shall be also thereafter constitute Unrestricted 

Subsidiaries. A Subsidiary may not be designated as an Unrestricted Subsidiary 

unless at the time of such designation, (x) it has no Indebtedness other than 

Non-Recourse Debt; (y) no portion of the Indebtedness or any other obligation of 

such Subsidiary (whether contingent or otherwise and whether pursuant to the 

terms of such Indebtedness or the terms governing the organization and operation 

of such Subsidiary or by law) (A) is guaranteed by the Partnership or any of its 

other Restricted Subsidiaries, except as such Indebtedness is permitted by 

Sections 4.08 and 4.09, (B) is recourse to or obligates the Partnership or any 

of its Restricted Subsidiaries in any way (including any "claw-back", 

"keep-well' or "make-well" agreements or other agreements, arrangements or 

understandings to maintain the financial performance or results of operations of 

such Subsidiary, except as such Indebtedness or Investment is permitted by 

Sections 4.08 and 4.09), or (C) subjects any property or assets of the 

Partnership or any of its other Restricted Subsidiaries, directly or indirectly, 

contingently or otherwise, to the satisfaction thereof; and (z) no Equity 

Interests of a Restricted Subsidiary are held by such Subsidiary, directly or 

indirectly. Upon the designation of a Restricted Subsidiary that is a Subsidiary 

Guarantor as an Unrestricted Subsidiary, the Guarantee of such entity shall be 

released and the Trustee shall be authorized to take such actions as may be 

appropriate to reflect such release. 

 

     The Board of Directors of the General Partner may redesignate any 

Unrestricted Subsidiary to be a Restricted Subsidiary if a Default or Event of 

Default is not continuing, the redesignation would not cause a Default or Event 

of Default and provided that, if at the time of such designation such Subsidiary 

is a Subsidiary Guarantor, after giving effect to such designation, the 

Partnership and its remaining Restricted Subsidiaries could incur at least $1.00 

of additional Indebtedness under Section 4.09(a). 
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SECTION 4.16. BUSINESS ACTIVITIES. 

 

     The Partnership shall not, and shall not permit any of its Restricted 

Subsidiaries to, engage in any business other than Permitted Businesses. 

 

SECTION 4.17. SALE AND LEASEBACK TRANSACTIONS. 

 

     The Partnership will not, and will not permit any of its Restricted 

Subsidiaries to, enter into any sale and leaseback transaction; provided that 

the Partnership or any Restricted Subsidiary that is a Subsidiary Guarantor may 

enter into a sale and leaseback transaction if: 

 

     (a) the Partnership or that Subsidiary Guarantor, as applicable, could have 

(i) incurred Indebtedness in an amount equal to the Attributable Debt relating 

to such sale and leaseback transaction under Section 4.09(a), and (ii) incurred 

a Lien to secure such Indebtedness pursuant to Section 4.11; provided, however, 

that clause (i) of this clause (a) shall be suspended during any period in which 

the Partnership and the Restricted Subsidiaries are not subject to the Suspended 

Covenants; 

 

     (b) the gross cash proceeds of that sale and leaseback transaction are at 

least equal to the fair market value, as determined in good faith by the Board 

of Directors of the General Partner, of the property that is the subject of such 

sale and leaseback transaction; and 

 

     (c) the transfer of assets in that sale and leaseback transaction is 

permitted by, and the Partnership applies the proceeds of such transaction in 

compliance with, Section 4.07. 

 

SECTION 4.18. PAYMENTS FOR CONSENT. 

 

     The Partnership shall not, and shall not permit any of its Subsidiaries to, 

directly or indirectly, pay or cause to be paid any consideration to or for the 

benefit of any Holder of Notes for or as an inducement to any consent, waiver or 

amendment of any of the terms or provisions of this Indenture or the Notes 

unless such considerations is offered to be paid and is paid to all Holders of 

the Notes that consent, waive or agree to amend in the time frame set forth in 

the solicitation documents relating to such consent, waiver or agreement. 

 

SECTION 4.19. REPORTS. 

 

     (a) Whether or not required by the SEC, so long as any Notes are 

outstanding, the Partnership will file with the SEC (unless the SEC will not 

accept such a filing) within the time periods specified in the SEC's rules and 

regulations and, upon request, the Partnership will furnish the Trustee for 

delivery to Holders upon their request: 

 

          (i) all quarterly and annual financial information that would be 

     required to be contained in a filing with the SEC on Forms 10-Q and 10-K if 

     the Partnership were required to file such Forms, including a "Management's 

     Discussion and Analysis of Financial Condition and Results of Operations" 

     and, with respect to the annual information only, a report on the annual 

     financial statements by the Partnership's certified independent 

     accountants; and 
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          (ii) all current reports that would be required to be filed with the 

     SEC on Form 8-K if the Partnership were required to file such reports. 

 

     (b) If at the end of any such quarterly or annual period referred to in 

Section 4.19(a), the Partnership has designated any of its Subsidiaries as 

Unrestricted Subsidiaries, then the Partnership shall deliver (promptly after 

such SEC filing referred to in Section 4.19(a)) to the Trustee for delivery to 

the Holders of the Notes quarterly and annual financial information required by 

Section 4.19(a) as revised to include a reasonably detailed presentation, either 

on the face of the financial statements or in the footnotes thereto, and in 

Management's Discussion and Analysis of Financial Condition and Results of 

Operations, of the financial condition and results of operations of the 

Partnership and its Restricted Subsidiaries separate from the financial 

condition and results of operations of the Unrestricted Subsidiaries of the 

Partnership and the designated Joint Ventures of the Partnership. 

 

     (c) In addition, whether or not required by the SEC, the Partnership will 

make such information available to securities analysts, investors and 

prospective investors upon request. In addition, upon request the Partnership 

shall furnish the Trustee such other non-confidential information, documents and 

other reports which the Partnership is required to file with the SEC pursuant to 

Section 13 or Section 15(d) of the Exchange Act. 

 

     (d) For so long as any Series A Notes remain outstanding (unless the 

Partnership is subject to the reporting requirements of the Exchange Act), the 

Partnership and the Securities Guarantors shall furnish to the Holders thereof, 

upon their request, the information required to be delivered pursuant to Rule 

144A(d)(4) under the Securities Act to the extent such information is not 

provided pursuant to Sections 4.19(a) and 4.19(b). 

 

     (e) Delivery of reports, information and documents to the Trustee pursuant 

to this Section 4.19 is for informational purposes only and the Trustee's 

receipt of such shall not constitute constructive notice of any information 

contained therein or determinable from information contained therein, including 

the Partnership's compliance with any of its covenants hereunder (as to which 

the Trustee is entitled to rely exclusively on Officers' Certificates). 

 

SECTION 4.20. SUSPENSION OF COVENANTS. 

 

     During any period of time that the Notes have an Investment Grade Rating 

from both Rating Agencies and no Default has occurred and is continuing, the 

Partnership and the Restricted Subsidiaries shall not be subject to Sections 

4.07, 4.08, 4.09, 4.12, 4.13, 4.17(a)(i) and 5.01(a)(iv)(B) (collectively, the 

"Suspended Covenants"); provided, however, that if the Partnership and the 

Restricted Subsidiaries are not subject to the Suspended Covenants for any 

period of time as a result of this Section 4.20 and, subsequently, either of the 

Rating Agencies withdraws its ratings or downgrades the ratings assigned to the 

Notes below the Investment Grade Ratings so that the Notes do not have an 

Investment Grade Rating from both Rating Agencies, or a Default (other than with 

respect to the Suspended Covenants) occurs and is continuing, the Issuers and 

the Restricted Subsidiaries shall thereafter again be subject to the Suspended 

Covenants, subject to the terms, conditions and obligations set forth in this 

Indenture (each such date of reinstatement being the "Reinstatement Date"). 

Compliance with the Suspended Covenants with respect to Restricted Payments made 

after the Reinstatement Date 
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shall be calculated in accordance with Section 4.08 as though Section 4.08 had 

been in effect during the entire period of time from which the Notes are issued. 

 

                                   ARTICLE 5 

                                  SUCCESSORS 

 

SECTION 5.01. MERGER, CONSOLIDATION, OR SALE OF ASSETS. 

 

     (a) Neither of the Issuers may, directly or indirectly: (x) consolidate or 

merge with or into another Person (whether or not such Issuer is the survivor); 

or (y) sell, assign, transfer, lease, convey or otherwise dispose of all or 

substantially all of its properties or assets, in one or more related 

transactions, to another Person; unless: 

 

          (i) either: (A) such Issuer is the surviving entity; or (B) the Person 

     formed by or surviving any such consolidation or merger (if other than such 

     Issuer) or to which such sale, assignment, transfer, lease, conveyance or 

     other disposition shall have been made is an entity organized or existing 

     under the laws of the United States, any state thereof or the District of 

     Columbia (provided that El Paso Finance may not consolidate or merge with 

     or into any entity other than a corporation satisfying such requirement for 

     so long as the Partnership remains a partnership); 

 

          (ii) the Person formed by or surviving any such consolidation or 

     merger (if other than such Issuer) or the Person to which such sale, 

     assignment, transfer, lease, conveyance or other disposition shall have 

     been made expressly assumes all the obligations of such Issuer under the 

     Notes and this Indenture pursuant to agreements reasonably satisfactory to 

     the Trustee; 

 

          (iii) immediately after such transaction no Default or Event of 

     Default exists; 

 

          (iv) such Issuer or the Person formed by or surviving any such 

     consolidation or merger (if other than such Issuer): 

 

               (A) shall have Consolidated Net Worth immediately after the 

          transaction equal to or greater than the Consolidated Net Worth of 

          such Issuer immediately preceding the transaction; and 

 

               (B) shall, on the date of such transaction after giving pro forma 

          effect thereto and any related financing transactions as if the same 

          had occurred at the beginning of the applicable four-quarter period, 

          be permitted to incur at least $1.00 of additional Indebtedness 

          pursuant to the Fixed Charge Coverage Ratio test set forth in Section 

          4.09(a); provided, however, that this clause (B) shall be suspended 

          during any period in which the Partnership and the Restricted 

          Subsidiaries are not subject to the Suspended Covenants; and 
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               (C) has delivered to the Trustee an Officers' Certificate and an 

          Opinion of Counsel, each stating that such consolidation, merger or 

          transfer and, if a supplemental indenture is required, such 

          supplemental indenture comply with this Indenture and all conditions 

          precedent therein relating to such transaction have been satisfied. 

 

     (b) Notwithstanding Section 5.01(a), the Partnership is permitted to 

reorganize as any other form of entity in accordance with the procedures 

established in this Indenture; provided that: 

 

          (i) the reorganization involves the conversion (by merger, sale, 

     contribution or exchange of assets or otherwise) of the Partnership into a 

     form of entity other than a limited partnership formed under Delaware law; 

 

          (ii) the entity so formed by or resulting from such reorganization is 

     an entity organized or existing under the laws of the United States, any 

     state thereof or the District of Columbia; 

 

          (iii) the entity so formed by or resulting from such reorganization 

     assumes all of the obligations of the Partnership under the Notes and this 

     Indenture pursuant to agreements reasonably satisfactory to the Trustee; 

 

          (iv) immediately after such reorganization no Default or Event of 

     Default exists; and 

 

          (v) such reorganization is not adverse to the Holders of the Notes 

     (for purposes of this clause (v) it is stipulated that such reorganization 

     shall not be considered adverse to the Holders of the Notes solely because 

     the successor or survivor of such reorganization (1) is subject to federal 

     or state income taxation as an entity or (2) is considered to be an 

     "includible corporation" of an affiliated group of corporations within the 

     meaning of Section 1504(b)(i) of the Code or any similar state or local 

     law). 

 

     (c) Section 5.01(a) shall not apply to a merger or consolidation or any 

sale, assignment, transfer, lease, conveyance or other disposition of assets 

between or among the Partnership and any of its Restricted Subsidiaries. 

 

     (d) No Subsidiary Guarantor may consolidate with or merge with or into 

(whether or not such Subsidiary Guarantor is the surviving Person) another 

Person, whether or not affiliated with such Subsidiary Guarantor, but excluding 

the Partnership or another Subsidiary Guarantor, unless (i) subject to the 

provisions of Section 5.01(e), the Person formed by or surviving any such 

consolidation or merger (if other than such Subsidiary Guarantor) assumes all 

the obligations of such Subsidiary Guarantor pursuant to the Subsidiary 

Guarantor's Guarantee of the Notes and the Indenture pursuant to a supplemental 

indenture and (ii) immediately after giving effect to such transaction, no 

Default or Event of Default exists. Any Subsidiary Guarantor may be merged or 

consolidated with or into any one or more Subsidiary Guarantors. 

 

 

 

                                       76 

 

 

 



 

 

 

 

     (e) In the event of a sale or other disposition of all or substantially all 

of the assets of any Subsidiary Guarantor, by way of merger, consolidation or 

otherwise, or a sale or other disposition of all or substantially all of the 

Equity Interests of any Subsidiary Guarantor, then such Subsidiary Guarantor (in 

the event of a sale or other disposition, by way of such a merger, consolidation 

or otherwise, of all of the Equity Interests of such Subsidiary Guarantor) or 

the Person acquiring the property (in the event of a sale or other disposition 

of all or substantially all of the assets of such Subsidiary Guarantor) will be 

released and relieved of any obligations under its Guarantee; provided that the 

Partnership applies the Net Proceeds of such sale or other disposition in 

accordance with the provisions set forth under Sections 3.09 and 4.07. 

 

SECTION 5.02. SUCCESSOR ENTITY SUBSTITUTED. 

 

     (a) Upon any consolidation or merger, or any sale, assignment, transfer, 

lease, conveyance or other disposition of all or substantially all of the assets 

of an Issuer in accordance with Section 5.01 hereof, the surviving entity formed 

by such consolidation or into or with which such Issuer is merged or to which 

such sale, assignment, transfer, lease, conveyance or other disposition is made 

shall succeed to, and be substituted for (so that from and after the date of 

such consolidation, merger, sale, lease, conveyance or other disposition, the 

provisions of this Indenture referring to the "Partnership" or "El Paso 

Finance," as the case may be, shall refer instead to the surviving entity and 

not to the Partnership or El Paso Finance, as the case may be), and may exercise 

every right and power of the Partnership or El Paso Finance, as the case may be, 

under this Indenture with the same effect as if such successor Person had been 

named as an Issuer herein; provided, however, that the predecessor shall not be 

relieved from the obligation to pay the principal of and interest on the Notes 

except in the case of a sale of all of an Issuer's assets that meets the 

requirements of Section 5.01 hereof. 

 

     (b) If the surviving entity shall have succeeded to and been substituted 

for an Issuer, such surviving entity may cause to be signed, and may issue 

either in its own name or in the name of the applicable Issuer prior to such 

succession any or all of the Notes issuable hereunder which theretofore shall 

not have been signed by such Issuer and delivered to the Trustee; and, upon the 

order of such surviving entity, instead of such Issuer, and subject to all the 

terms, conditions and limitations in this Indenture prescribed, the Trustee 

shall authenticate and shall deliver any Notes which previously shall have been 

signed and delivered by the Officers of such Issuer to the Trustee for 

authentication, and any Notes which such surviving entity thereafter shall cause 

to be signed and delivered to the Trustee for that purpose (in each instance 

with notations of Guarantees thereon by the Subsidiary Guarantors). All of the 

Notes so issued and so endorsed shall in all respects have the same legal rank 

and benefit under this Indenture as the Notes theretofore or thereafter issued 

and endorsed in accordance with the terms of this Indenture and the Guarantees 

as though all such Notes had been issued and endorsed at the date of the 

execution hereof. 

 

     (c) In case of any such consolidation, merger, continuance, sale, transfer, 

conveyance or other disposal, such changes in phraseology and form (but not in 

substance) may be made in the Notes thereafter to be issued or the Guarantees to 

be endorsed thereon as may be appropriate. 

 

 

 

                                       77 

 

 

 



 

 

 

 

     (d) For all purposes of this Indenture and the Notes, Subsidiaries of any 

surviving entity will, upon such transaction or series of transactions, become 

Restricted Subsidiaries or Unrestricted Subsidiaries as provided pursuant to 

this Indenture and all Indebtedness, and all Liens on property or assets, of the 

surviving entity and its Restricted Subsidiaries immediately prior to such 

transaction or series of transactions shall be deemed to have been incurred upon 

such transaction or series of transactions. 

 

                                   ARTICLE 6 

                              DEFAULTS AND REMEDIES 

 

SECTION 6.01. EVENTS OF DEFAULT. 

 

     Each of the following is an Event of Default: 

 

     (a) default for 30 days in the payment when due of interest on, or 

Liquidated Damages with respect to, the Notes, whether or not prohibited by the 

subordination provisions of this Indenture; 

 

     (b) default in payment when due of the principal of or premium, if any, on 

the Notes, whether or not prohibited by the subordination provisions of this 

Indenture; 

 

     (c) failure by the Partnership or any of its Restricted Subsidiaries to 

comply with the provisions described under Sections 3.09, 4.06, and 4.07 hereof; 

 

     (d) failure by the Partnership or any of its Restricted Subsidiaries to 

comply with any of the other agreements in this Indenture for 60 days after 

notice to the Issuers by the Trustee or to the Issuers and Trustee by Holders of 

at least 25% in aggregate principal amount of the Notes then outstanding 

(provided that no such notice need be given, and an Event of Default shall 

occur, 60 days after a failure to comply with the covenants in Section 4.08, 

4.09 or 5.01 hereof, unless theretofore cured); 

 

     (e) default under any mortgage, indenture or instrument under which there 

may be issued or by which there may be secured or evidenced any Indebtedness for 

money borrowed by either Issuer or any of the Restricted Subsidiaries of the 

Partnership (or the payment of which is guaranteed by either Issuer or any of 

such Restricted Subsidiaries), whether such Indebtedness or guarantee now exists 

or is created after the date of this Indenture, if that default: 

 

          (i) is caused by a failure to pay principal of or premium, if any, or 

     interest on such Indebtedness prior to the expiration of the grace period 

     provided in such Indebtedness on the date of such default (a "Payment 

     Default"); or 

 

          (ii) results in the acceleration of such Indebtedness prior to its 

     express maturity, 

 

and, in each case, the principal amount of any such Indebtedness, together with 

the principal amount of any other such Indebtedness under which there has been a 

Payment Default or the maturity of which has been so accelerated, aggregates 

$20.0 million or more; 
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     (f) failure by an Issuer or any Restricted Subsidiary of the Partnership to 

pay final judgments aggregating in excess of $10.0 million, which judgments are 

not paid, discharged or stayed for a period of 60 days; 

 

     (g) except as permitted by this Indenture, any Guarantee shall be held in 

any judicial proceeding to be unenforceable or invalid or shall cease for any 

reason to be in full force and effect or any Subsidiary Guarantor, or any Person 

acting on behalf of any Subsidiary Guarantor, shall deny or disaffirm its 

obligations under its Guarantee; 

 

     (h) either Issuer or any Restricted Subsidiary of the Partnership that is a 

Significant Subsidiary or any group of Restricted Subsidiaries of the 

Partnership that, taken as a whole, would constitute a Significant Subsidiary, 

pursuant to or within the meaning of Bankruptcy Law: 

 

          (i) commences a voluntary case, 

 

          (ii) consents to the entry of an order for relief against it in an 

     involuntary case, 

 

          (iii) consents to the appointment of a custodian of it or for all or 

     substantially all of its property, 

 

          (iv) makes a general assignment for the benefit of its creditors, or 

 

          (v) generally is not paying its debts as they become due; and 

 

     (i) a court of competent jurisdiction enters an order or decree under any 

Bankruptcy Law that: 

 

          (i) is for relief against an Issuer or any Restricted Subsidiary of 

     the Partnership that is a Significant Subsidiary or any group of Restricted 

     Subsidiaries of the Partnership that, taken as a whole, would constitute a 

     Significant Subsidiary in an involuntary case; 

 

          (ii) appoints a custodian of an Issuer or any Restricted Subsidiary of 

     the Partnership that is a Significant Subsidiary or any group of Restricted 

     Subsidiaries of the Partnership that, taken as a whole, would constitute a 

     Significant Subsidiary or for all or substantially all of the property of 

     an Issuer or any Restricted Subsidiary of the Partnership that is a 

     Significant Subsidiary or any group of Restricted Subsidiaries of the 

     Partnership that, taken as a whole, would constitute a Significant 

     Subsidiary; or 

 

          (iii) orders the liquidation of an Issuer or any Restricted Subsidiary 

     of the Partnership that is a Significant Subsidiary or any group of 

     Restricted Subsidiaries of the Partnership that, taken as a whole, would 

     constitute a Significant Subsidiary; 

 

and the order or decree remains unstayed and in effect for 60 consecutive days. 
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SECTION 6.02. ACCELERATION. 

 

     If any Event of Default (other than an Event of Default specified in 

clauses (h) or (i) of Section 6.01 hereof) occurs and is continuing, the Trustee 

or the Holders of at least 25% in principal amount of the then outstanding Notes 

may declare all the Notes to be due and payable immediately. Upon any such 

declaration, the Notes shall become due and payable immediately. Notwithstanding 

the foregoing, if an Event of Default specified in clause (h) or (i) of Section 

6.01 hereof occurs, all outstanding Notes shall be due and payable immediately 

without further action or notice. Notwithstanding the foregoing, so long as any 

Credit Facility shall be in full force and effect, if an Event of Default 

pursuant to clause (e) of Section 6.01 with regard to such Credit Facility shall 

have occurred and be continuing, the Notes shall not become due and payable 

until the earlier to occur of (x) five Business Days following delivery of 

written notice of such acceleration of the Notes to the agent under such Credit 

Facility and (y) the acceleration of any Indebtedness under such Credit 

Facility. The Holders of a majority in aggregate principal amount of the then 

outstanding Notes by written notice to the Trustee may on behalf of all of the 

Holders rescind an acceleration and its consequences if the rescission would not 

conflict with any judgment or decree and if all existing Events of Default 

(except nonpayment of principal, interest or premium that has become due solely 

because of the acceleration) have been cured or waived. 

 

SECTION 6.03. OTHER REMEDIES. 

 

     If an Event of Default occurs and is continuing, the Trustee may pursue any 

available remedy to collect the payment of principal, premium, if any, and 

interest (and Liquidated Damages, if any) on the Notes or to enforce the 

performance of any provision of the Notes or this Indenture. 

 

     The Trustee may maintain a proceeding even if it does not possess any of 

the Notes or does not produce any of them in the proceeding. A delay or omission 

by the Trustee or any Holder of a Note in exercising any right or remedy 

accruing upon an Event of Default shall not impair the right or remedy or 

constitute a waiver of or acquiescence in the Event of Default. All remedies are 

cumulative to the extent permitted by law. 

 

SECTION 6.04. WAIVER OF PAST DEFAULTS. 

 

     Holders of not less than a majority in aggregate principal amount of the 

then outstanding Notes by notice to the Trustee may on behalf of the Holders of 

all of the Notes waive an existing Default or Event of Default and its 

consequences hereunder, except a continuing Default or Event of Default in the 

payment of the principal of, premium and/or interest, if any, or Liquidated 

Damages, if any, on, the Notes (including in connection with an offer to 

purchase) (provided, however, that the Holders of a majority in aggregate 

principal amount of the then outstanding Notes may rescind an acceleration and 

its consequences, including any related payment default that resulted from such 

acceleration). Upon any such waiver, such Default shall cease to exist, and any 

Event of Default arising therefrom shall be deemed to have been cured for every 

purpose of this Indenture; but no such waiver shall extend to any subsequent or 

other Default or impair any right consequent thereon. 
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SECTION 6.05. CONTROL BY MAJORITY. 

 

     Holders of a majority in principal amount of the then outstanding Notes may 

direct the time, method and place of conducting any proceeding for exercising 

any remedy available to the Trustee or exercising any trust or power conferred 

on it. However, the Trustee may refuse to follow any direction that conflicts 

with law or this Indenture that the Trustee determines may be unduly prejudicial 

to the rights of other Holders of Notes or that may involve the Trustee in 

personal liability. 

 

SECTION 6.06. LIMITATION ON SUITS. 

 

     A Holder of a Note may pursue a remedy with respect to this Indenture or 

the Notes only if: 

 

     (a) the Holder of a Note gives to the Trustee written notice of a 

continuing Event of Default; 

 

     (b) the Holders of at least 25% in principal amount of the then outstanding 

Notes make a written request to the Trustee to pursue the remedy; 

 

     (c) such Holder of a Note or Holders of Notes offer and, if requested, 

provide to the Trustee indemnity satisfactory to the Trustee against any loss, 

liability or expense; 

 

     (d) the Trustee does not comply with the request within 60 days after 

receipt of the request and the offer and, if requested, the provision of 

indemnity; and 

 

     (e) during such 60-day period the Holders of a majority in principal amount 

of the then outstanding Notes do not give the Trustee a direction inconsistent 

with the request. 

 

     A Holder of a Note may not use this Indenture to prejudice the rights of 

another Holder of a Note or to obtain a preference or priority over another 

Holder of a Note. 

 

SECTION 6.07. RIGHTS OF HOLDERS OF NOTES TO RECEIVE PAYMENT. 

 

     Notwithstanding any other provision of this Indenture, the right of any 

Holder of a Note to receive payment of principal, premium and interest and 

Liquidated Damages, if any, on the Note, on or after the respective due dates 

expressed in the Note (including in connection with an offer to purchase), or to 

bring suit for the enforcement of any such payment on or after such respective 

dates, shall not be impaired or affected without the consent of such Holder. 

 

SECTION 6.08. COLLECTION SUIT BY TRUSTEE. 

 

     If an Event of Default specified in Section 6.01(a) or (b) occurs and is 

continuing, the Trustee is authorized to recover a judgment in its own name and 

as trustee of an express trust against the Issuers for the whole amount of 

principal of, premium and interest and Liquidated Damages, if any, remaining 

unpaid on the Notes and interest on overdue principal and, to the extent lawful, 

interest and such further amount as shall be sufficient to cover the costs and 
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expenses of collection, including the reasonable compensation, expenses, 

disbursements and advances of the Trustee, its agents and counsel. 

 

SECTION 6.09. TRUSTEE MAY FILE PROOFS OF CLAIM. 

 

     The Trustee is authorized to file such proofs of claim and other papers or 

documents as may be necessary or advisable in order to have the claims of the 

Trustee (including any claim for the reasonable compensation, expenses, 

disbursements and advances of the Trustee, its agents and counsel) and the 

Holders of the Notes allowed in any judicial proceedings relative to an Issuer 

or any of the Subsidiary Guarantors (or any other obligor upon the Notes), its 

creditors or its property and shall be entitled and empowered to collect, 

receive and distribute any money or other property payable or deliverable on any 

such claims and any custodian in any such judicial proceeding is hereby 

authorized by each Holder to make such payments to the Trustee, and in the event 

that the Trustee shall consent to the making of such payments directly to the 

Holders, to pay to the Trustee any amount due to it for the reasonable 

compensation, expenses, disbursements and advances of the Trustee, its agents 

and counsel, and any other amounts due the Trustee under Section 7.07 hereof. To 

the extent that the payment of any such compensation, expenses, disbursements 

and advances of the Trustee, its agents and counsel, and any other amounts due 

the Trustee under Section 7.07 hereof out of the estate in any such proceeding, 

shall be denied for any reason, payment of the same shall be secured by a Lien 

on, and shall be paid out of, any and all distributions, dividends, money, 

securities and other properties that the Holders may be entitled to receive in 

such proceeding whether in liquidation or under any plan of reorganization or 

arrangement or otherwise. Nothing herein contained shall be deemed to authorize 

the Trustee to authorize or consent to or accept or adopt on behalf of any 

Holder any plan of reorganization, arrangement, adjustment or composition 

affecting the Notes or the rights of any Holder, or to authorize the Trustee to 

vote in respect of the claim of any Holder in any such proceeding. 

 

SECTION 6.10. PRIORITIES. 

 

     If the Trustee collects any money pursuant to this Article, it shall pay 

out the money in the following order: 

 

     First: to the Trustee, its agents and attorneys for amounts due under 

Section 7.07 hereof, including payment of all compensation, expense and 

liabilities incurred, and all advances made, by the Trustee and the costs and 

expenses of collection; 

 

     Second: subject to the subordination provisions of this Indenture, to 

Holders of Notes for amounts due and unpaid on the Notes for principal, premium 

and Liquidated Damages, if any, and interest, ratably, without preference or 

priority of any kind, according to the amounts due and payable on the Notes for 

principal, premium and Liquidated Damages, if any and interest, respectively; 

and 

 

     Third: to the Issuers or the Subsidiary Guarantors or to such other party 

as a court of competent jurisdiction shall direct. 

 

     The Trustee may fix a record date and payment date for any payment to 

Holders of Notes pursuant to this Section 6.10. 
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SECTION 6.11. UNDERTAKING FOR COSTS. 

 

     In any suit for the enforcement of any right or remedy under this Indenture 

or in any suit against the Trustee for any action taken or omitted by it as a 

Trustee, a court in its discretion may require the filing by any party litigant 

in the suit of an undertaking to pay the costs of the suit, and the court in its 

discretion may assess reasonable costs, including reasonable attorneys' fees and 

expenses against any party litigant in the suit, having due regard to the merits 

and good faith of the claims or defenses made by the party litigant. This 

Section 6.11 does not apply to a suit by the Trustee, a suit by a Holder of a 

Note pursuant to Section 6.07 hereof, or a suit by Holders of more than 10% in 

principal amount of the then outstanding Notes. 

 

                                   ARTICLE 7 

                                    TRUSTEE 

 

SECTION 7.01. DUTIES OF TRUSTEE. 

 

     (a) If an Event of Default has occurred and is continuing, the Trustee 

shall exercise such of the rights and powers vested in it by this Indenture, and 

use the same degree of care and skill in its exercise, as a prudent man would 

exercise or use under the circumstances in the conduct of his own affairs. 

 

     (b) Except during the continuance of an Event of Default: 

 

          (i) the duties of the Trustee shall be determined solely by the 

     express provisions of this Indenture and the Trustee need perform only 

     those duties that are specifically set forth in this Indenture and no 

     others, and no implied covenants or obligations shall be read into this 

     Indenture against the Trustee; and 

 

          (ii) in the absence of bad faith on its part, the Trustee may 

     conclusively rely, as to the truth of the statements and the correctness of 

     the opinions expressed therein, upon certificates or opinions furnished to 

     the Trustee and conforming to the requirements of this Indenture. However, 

     in the case of any such certificates or opinions which by any provision 

     hereof are specifically required to be furnished to the Trustee, the 

     Trustee shall be under a duty to examine the same to determine whether or 

     not they conform to the requirements of this Indenture (but need not 

     confirm or investigate the accuracy of mathematical calculations or other 

     facts stated therein). 

 

     (c) The Trustee may not be relieved from liabilities for its own negligent 

action, its own negligent failure to act, or its own willful misconduct, except 

that: 

 

          (i) this paragraph does not limit the effect of paragraph (b) of this 

     Section; 

 

          (ii) the Trustee shall not be liable for any error of judgment made in 

     good faith by a Responsible Officer, unless it is proved that the Trustee 

     was negligent in ascertaining the pertinent facts; and 
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          (iii) the Trustee shall not be liable with respect to any action it 

     takes or omits to take in good faith in accordance with a direction 

     received by it pursuant to any provision of this Indenture relating to the 

     time, method and place of conducting any proceeding or remedy available to 

     the Trustee, or exercising any trust or power conferred upon the Trustee 

     under this Indenture. 

 

     (d) Whether or not therein expressly so provided, every provision of this 

Indenture that in any way relates to the Trustee is subject to paragraphs (a), 

(b), and (c) of this Section. 

 

     (e) No provision of this Indenture shall require the Trustee to expend or 

risk its own funds or otherwise incur any financial liability. The Trustee shall 

be under no obligation to exercise any of its rights and powers under this 

Indenture at the request of any Holders, unless such Holder shall have offered 

to the Trustee security and indemnity satisfactory to it against any claim, 

loss, liability or expense. 

 

     (f) The Trustee shall not be liable for interest on any money received by 

it except as the Trustee may agree in writing with the Partnership or El Paso 

Finance. Money held in trust by the Trustee need not be segregated from other 

funds except to the extent required by law. 

 

SECTION 7.02. RIGHTS OF TRUSTEE. 

 

     (a) Subject to the provisions of Section 7.01(a) hereof, the Trustee may 

conclusively rely upon any document believed by it to be genuine and to have 

been signed or presented by the proper Person. The Trustee need not investigate 

any fact or matter stated in the document. 

 

     (b) Before the Trustee acts or refrains from acting in the administration 

of this Indenture, it may require an Officers' Certificate or an Opinion of 

Counsel or both. The Trustee shall not be liable for any action it takes or 

omits to take in good faith in reliance on such Officers' Certificate or Opinion 

of Counsel. The Trustee may consult with counsel of its selection and the advice 

of such counsel or any Opinion of Counsel shall be full and complete 

authorization and protection from liability in respect of any action taken, 

suffered or omitted by it hereunder in good faith and in reliance thereon. 

 

     (c) The Trustee may execute any of its trusts or powers or perform any 

duties under this Indenture either directly by or through agents or attorneys, 

and may in all cases pay, subject to reimbursement as provided herein, such 

reasonable compensation as it deems proper to all such agents and attorneys 

employed or retained by it, and the Trustee shall not be responsible for any 

misconduct or negligence of any agent or attorney appointed with due care. 

 

     (d) The Trustee shall not be liable for any action it takes or omits to 

take in good faith that it believes to be authorized or within the rights or 

powers conferred upon it by this Indenture. 

 

     (e) Unless otherwise specifically provided in this Indenture, any demand, 

request, direction or notice from an Issuer or any Subsidiary Guarantor shall be 

sufficient if signed by an Officer of the Partnership or the General Partner (in 

the case of the Partnership), by an Officer of 
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the General Partner (in the case of the General Partner) or by an Officer of El 

Paso Finance or any Subsidiary Guarantor (in the case of El Paso Finance or such 

Subsidiary Guarantor). 

 

     (f) The Trustee shall be under no obligation to exercise any of the rights 

or powers vested in it by this Indenture at the request or direction of any of 

the Holders unless such Holders shall have offered to the Trustee reasonable 

security or indemnity against the claims, costs, expenses and liabilities that 

might be incurred by it in compliance with such request or direction. 

 

     (g) The Trustee is not required to make any inquiry or investigation into 

facts or matters stated in any document but the Trustee, in its discretion, may 

make such further inquiry or investigation into such facts or matters as it may 

see fit and, if the Trustee determines to make such further inquiry or 

investigation, it shall be entitled to examine the books, records and premises 

of the Issuers. 

 

     (h) The Trustee is not required to take notice or shall not be deemed to 

have notice of any Default or Event of Default hereunder except Defaults or 

Events of Default under Sections 6.01(a) and 6.01(b) hereof, unless a 

Responsible Officer of the Trustee has actual knowledge thereof or has received 

notice in writing of such Default or Event of Default from the Issuers or the 

Holders of at least 25% in aggregate principal amount of the Notes then 

outstanding, and in the absence of any such notice, the Trustee may conclusively 

assume that no such Default or Event of Default exists. 

 

     (i) The Trustee is not required to give any bond or surety with respect to 

the performance of its duties or the exercise of its powers under this 

Indenture. 

 

     (j) In the event the Trustee receives inconsistent or conflicting requests 

and indemnity from two or more groups of Holders of Notes, each representing 

less than the aggregate principal amount of Notes outstanding required to take 

any action hereunder, the Trustee, in its sole discretion may determine what 

action, if any, shall be taken. 

 

     (k) The Trustee's immunities and protections from liability and its right 

to indemnification in connection with the performance of its duties under this 

Indenture shall extend to the Trustee's officers, directors, agents, attorneys 

and employees. Such immunities and protections and right to indemnification, 

together with the Trustee's right to compensation, shall survive the Trustee's 

resignation of removal, the discharge of this Indenture and final payments of 

the Notes. 

 

     (l) The permissive right of the Trustee to take actions permitted by this 

Indenture shall not be construed as an obligation or duty to do so. 

 

     (m) Except for information provided by the Trustee concerning the Trustee, 

the Trustee shall have no responsibility for any information and any offering 

memorandum, disclosure material or prospectus distributed with respect to the 

Notes. 
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SECTION 7.03. INDIVIDUAL RIGHTS OF TRUSTEE. 

 

     The Trustee in its commercial banking or any other capacity may become the 

owner or pledgee of Notes and may otherwise deal with the Issuers, any 

Subsidiary Guarantors or any Affiliate of the Partnership with the same rights 

it would have if it were not Trustee. Any Affiliate of the Trustee or Agent may 

do the same with like rights and duties. However, in the event that the Trustee 

acquires any conflicting interest (as defined in the TIA) it must eliminate such 

conflict within 90 days, apply to the SEC for permission to continue as trustee 

or resign. The Trustee is also subject to Sections 7.10 and 7.11 hereof. 

 

SECTION 7.04. TRUSTEE'S DISCLAIMER. 

 

     The Trustee shall not be responsible for and makes no representation as to 

the validity or adequacy of this Indenture, the Notes or the Guarantees, it 

shall not be accountable for the Issuers' use of the proceeds from the Notes or 

any money paid to an Issuer or upon an Issuer's direction under any provision of 

this Indenture, it shall not be responsible for the use or application of any 

money received by any Paying Agent other than the Trustee, and it shall not be 

responsible for any statement or recital herein or any statement in the Notes or 

any other document in connection with the sale of the Notes or pursuant to this 

Indenture other than its certificate of authentication. 

 

SECTION 7.05. NOTICE OF DEFAULTS. 

 

     If a Default or Event of Default known to the Trustee occurs, the Trustee 

shall mail to Holders of Notes a notice of the Default or Event of Default 

within 90 days after it occurs. Except in the case of a Default or Event of 

Default in payment of principal of, premium, if any, or interest or Liquidated 

Damages, if any, on any Note, the Trustee may withhold the notice if and so long 

as a committee of its Responsible Officers in good faith determines that 

withholding the notice is in the interests of the Holders of the Notes. 

 

SECTION 7.06. REPORTS BY TRUSTEE TO HOLDERS OF THE NOTES. 

 

     Within 60 days after each May 15 beginning with the May 15 following the 

date of this Indenture, and for so long as Notes remain outstanding, the Trustee 

shall mail to the Holders of the Notes a brief report dated as of such reporting 

date that complies with TIA Section 313(a) (but if no event described in TIA 

Section 313(a) has occurred within the twelve months preceding the reporting 

date, no report need be transmitted). The Trustee also shall comply with TIA 

Section 313(b)(2). The Trustee shall also transmit by mail all reports as 

required by TIA Section 313(c). 

 

     A copy of each report at the time of its mailing to the Holders of Notes 

shall be mailed to the Partnership and filed with the SEC and each stock 

exchange on which the Notes are listed in accordance with TIA Section 313(d). 

The Issuers shall promptly notify the Trustee when the Notes are listed on any 

stock exchange. 
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SECTION 7.07. COMPENSATION AND INDEMNITY. 

 

     The Issuers and the Subsidiary Guarantors shall pay to the Trustee from 

time to time such compensation as shall be agreed upon in writing between the 

Issuers and the Trustee for its acceptance of this Indenture and services 

hereunder. The Trustee's compensation shall not be limited by any law on 

compensation of a trustee of an express trust. The Issuers and the Subsidiary 

Guarantors shall reimburse the Trustee promptly upon request for all reasonable 

disbursements, advances and expenses incurred or made by it in addition to the 

compensation for its services. Such expenses shall include the reasonable 

compensation, disbursements and expenses of the Trustee's agents and counsel. 

 

     The Issuers and the Subsidiary Guarantors shall indemnify each of the 

Trustee or any successor Trustee against any and all losses, damages, claims, 

liabilities or expenses (including reasonable attorneys' fees and expenses) 

incurred by it arising out of or in connection with the acceptance or 

administration of its duties under this Indenture, including the costs and 

expenses of enforcing this Indenture against either of the Issuers or any 

Subsidiary Guarantor (including this Section 7.07) and defending itself against 

any claim (whether asserted by an Issuer, any Subsidiary Guarantor, or any 

Holder or any other Person) or liability in connection with the exercise or 

performance of any of its powers or duties hereunder, except to the extent any 

such loss, liability or expense may be attributable to its negligence or bad 

faith. The Trustee shall notify the Issuers promptly of any claim for which it 

may seek indemnity. Failure by the Trustee to so notify the Issuers shall not 

relieve the Issuers and the Subsidiary Guarantors of their obligations 

hereunder. The Issuers and the Subsidiary Guarantors shall defend the claim and 

the Trustee shall cooperate in the defense. The Trustee may have separate 

counsel and the Issuers and the Subsidiary Guarantors shall pay the reasonable 

fees and expenses of such separate counsel. The Issuers and the Subsidiary 

Guarantors need not pay for any settlement made without their consent, which 

consent shall not be unreasonably withheld. 

 

     The obligations of the Issuers and the Subsidiary Guarantors under this 

Section 7.07 shall survive the satisfaction and discharge of this Indenture. 

 

     To secure the Issuers' and the Subsidiary Guarantors' payment obligations 

in this Section, the Trustee shall have a Lien (which it may exercise through 

right of set-off) prior to the Notes on all money or property held or collected 

by the Trustee, except that held in trust to pay principal, premium, if any, and 

Liquidated Damages, if any, and interest on particular Notes. Such Lien shall 

survive the satisfaction and discharge of this Indenture. 

 

     When the Trustee incurs expenses or renders services after an Event of 

Default specified in Section 6.01(h) or (i) hereof occurs, the expenses and the 

compensation for the services (including the fees and expenses of its agents and 

counsel) are intended to constitute expenses of administration under any 

Bankruptcy Law. 

 

     The Trustee shall comply with the provisions of TIA Section 313(b)(2) to 

the extent applicable. 
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SECTION 7.08. REPLACEMENT OF TRUSTEE. 

 

     A resignation or removal of the Trustee and appointment of a successor 

Trustee shall become effective only upon the successor Trustee's acceptance of 

appointment as provided in this Section. 

 

     The Trustee may resign in writing at any time and be discharged from the 

trust hereby created by so notifying the Issuers. The Holders of Notes of a 

majority in principal amount of the then outstanding Notes may remove the 

Trustee by so notifying the Trustee and the Issuers in writing. The Issuers may 

remove the Trustee if: 

 

     (a) the Trustee fails to comply with Section 7.10 hereof; 

 

     (b) the Trustee is adjudged a bankrupt or an insolvent or an order for 

relief is entered with respect to the Trustee under any Bankruptcy Law; 

 

     (c) a custodian or public officer takes charge of the Trustee or its 

property; or 

 

     (d) the Trustee becomes incapable of acting. 

 

     If the Trustee resigns or is removed or if a vacancy exists in the office 

of Trustee for any reason, the Issuers shall promptly appoint a successor 

Trustee. Within one year after the successor Trustee takes office, the Holders 

of a majority in principal amount of the then outstanding Notes may appoint a 

successor Trustee to replace the successor Trustee appointed by the Issuers. 

 

     If a successor Trustee does not take office within 60 days after the 

retiring Trustee resigns or is removed, the retiring Trustee, the Issuers, any 

Subsidiary Guarantor or the Holders of Notes of at least 10% in principal amount 

of the then outstanding Notes may petition any court of competent jurisdiction 

for the appointment of a successor Trustee. 

 

     If the Trustee, after written request by any Holder of a Note who has been 

a Holder of a Note for at least six months, fails to comply with Section 7.10, 

such Holder of a Note may petition any court of competent jurisdiction for the 

removal of the Trustee and the appointment of a successor Trustee. 

 

     A successor Trustee shall deliver a written acceptance of its appointment 

to the retiring Trustee and to the Issuers. Thereupon, the resignation or 

removal of the retiring Trustee shall become effective, and the successor 

Trustee shall have all the rights, powers and duties of the Trustee under this 

Indenture. The successor Trustee shall mail a notice of its succession to 

Holders of the Notes. The retiring Trustee shall promptly transfer all property 

held by it as Trustee to the successor Trustee, provided all sums owing to the 

Trustee hereunder have been paid and subject to the Lien provided for in Section 

7.07 hereof. Notwithstanding replacement of the Trustee pursuant to this Section 

7.08, the Issuers' and the Subsidiary Guarantors' obligations under Section 7.07 

hereof shall continue for the benefit of the retiring Trustee. 
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SECTION 7.09. SUCCESSOR TRUSTEE BY MERGER, ETC. 

 

     If the Trustee consolidates, merges or converts into, or transfers all or 

substantially all of its corporate trust business to, another corporation, the 

successor corporation without any further act shall be the successor Trustee. 

 

SECTION 7.10. ELIGIBILITY; DISQUALIFICATION. 

 

     There shall at all times be a Trustee hereunder that is a corporation 

organized and doing business under the laws of the United States of America or 

of any state thereof that is authorized under such laws to exercise corporate 

trust powers, that is subject to supervision or examination by federal or state 

authorities and that has a combined capital and surplus of at least $50 million 

as set forth in its most recent published annual report of condition. 

 

     This Indenture shall always have a Trustee who satisfies the requirements 

of TIA Section 310(a)(1), (2) and (5). The Trustee is subject to TIA Section 

310(b), provided, however, that there shall be excluded from the operation of 

TIA Section 310(b)(l) any indenture or indentures under which other securities 

or certificates of interest or participation in other securities of the Issuers 

are outstanding if the requirements of such exclusion set forth in TIA Section 

310(b)(l) are met. For purposes of the preceding sentence, the optional 

provision permitted by the second sentence of Section 310(b)(9) of the Trust 

Indenture Act shall be applicable. 

 

SECTION 7.11. PREFERENTIAL COLLECTION OF CLAIMS AGAINST ISSUERS. 

 

     The Trustee is subject to TIA Section 311(a), excluding any creditor 

relationship listed in TIA Section 311(b). A Trustee who has resigned or been 

removed shall be subject to TIA Section 311(a) to the extent indicated therein. 

 

                                   ARTICLE 8 

 

                    LEGAL DEFEASANCE AND COVENANT DEFEASANCE 

 

SECTION 8.01. OPTION TO EFFECT LEGAL DEFEASANCE OR COVENANT DEFEASANCE. 

 

 

     The Issuers may, at the option of the Board of Directors of the General 

Partner (in the case of the Partnership) or of the Board of Directors of El Paso 

Finance (in the case of El Paso Finance) evidenced by a resolution set forth in 

an Officers' Certificate, at any time, elect to have either Section 8.02 or 8.03 

hereof be applied to all outstanding Notes upon compliance with the conditions 

set forth below in this Article 8. 

 

SECTION 8.02. LEGAL DEFEASANCE AND DISCHARGE. 

 

     Upon the Issuers' exercise under Section 8.01 hereof of the option 

applicable to this Section 8.02, the Issuers and the Subsidiary Guarantors 

shall, subject to the satisfaction of the conditions set forth in Section 8.04 

hereof, be deemed to have been discharged from their respective Obligations and 

certain other obligations with respect to all outstanding Notes and Guarantees, 

as applicable, on the date the conditions set forth below are satisfied 

(hereinafter, 
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"Legal Defeasance"). For this purpose, Legal Defeasance means that the Issuers 

and the Subsidiary Guarantors shall be deemed to have paid and discharged the 

entire Indebtedness represented by the outstanding Notes, which shall thereafter 

be deemed to be "outstanding" only for the purposes of Section 8.05 hereof and 

the other Sections of this Indenture referred to in clauses (a) and (b) of this 

sentence below, and to have satisfied all its other obligations under such Notes 

and this Indenture (and the Trustee, on demand of and at the expense of the 

Issuers, shall execute proper instruments acknowledging the same), except for 

the following provisions which shall survive until otherwise terminated or 

discharged hereunder: (a) the rights of Holders of outstanding Notes to receive 

solely from the trust fund described in Section 8.04 hereof, and as more fully 

set forth in such Section, payments in respect of the principal of, premium, if 

any, and interest and Liquidated Damages, if any, on such Notes when such 

payments are due (but not the Change of Control Payment or the payment pursuant 

to the Asset Sale Offer), (b) the Issuers' obligations with respect to such 

Notes under Sections 2.03, 2.04, 2.06, 2.07, 2.10 and 4.02 hereof, (c) the 

rights, powers, trusts, duties and immunities of the Trustee hereunder and the 

Issuers' and the Subsidiary Guarantors' obligations in connection therewith, (d) 

the Issuers' rights of optional redemption and (e) this Article 8. Subject to 

compliance with this Article 8, the Issuers may exercise the option under this 

Section 8.02 notwithstanding the prior exercise of its option under Section 8.03 

hereof. 

 

SECTION 8.03. COVENANT DEFEASANCE. 

 

     Upon the Issuers' exercise under Section 8.01 hereof of the option 

applicable to this Section 8.03, the Issuers and the Subsidiary Guarantors 

shall, subject to the satisfaction of the conditions set forth in Section 8.04 

hereof, be released from its obligations under the covenants contained in 

Sections 3.09, 4.06, 4.07, 4.08, 4.09, 4.10, 4.11, 4.12, 4.13, 4.14, 4.15, 4.16, 

4.17, 4.19 and 5.01(a)(iv) hereof and any covenant added to this Indenture 

subsequent to the Issue Date pursuant to Section 9.01 hereof with respect to the 

outstanding Notes on and after the date the conditions set forth below are 

satisfied (hereinafter, "Covenant Defeasance"), and the Notes shall thereafter 

be deemed not "outstanding" for the purposes of any direction, waiver, consent 

or declaration or act of Holders (and the consequences of any thereof) in 

connection with such covenants, but shall continue to be deemed "outstanding" 

for all other purposes hereunder (it being understood that such Notes shall not 

be deemed outstanding for accounting purposes). For this purpose, Covenant 

Defeasance means that, with respect to the outstanding Notes, the Issuers may 

omit to comply with and shall have no liability in respect of any term, 

condition or limitation set forth in any such covenant, whether directly or 

indirectly, by reason of any reference elsewhere herein to any such covenant or 

by reason of any reference in any such covenant to any other provision herein or 

in any other document and such omission to comply shall not constitute a Default 

or an Event of Default under Section 6.01 hereof, but, except as specified 

above, the remainder of this Indenture and such Notes shall be unaffected 

thereby. In addition, upon the Issuers' exercise under Section 8.01 hereof of 

the option applicable to this Section 8.03 hereof, subject to the satisfaction 

of the conditions set forth in Section 8.04 hereof, Sections 6.01(c) through 

6.01(g) hereof shall not constitute Events of Default. 

 

SECTION 8.04. CONDITIONS TO LEGAL OR COVENANT DEFEASANCE. 

 

     The following shall be the conditions to the application of either Section 

8.02 or 8.03 hereof to the outstanding Notes: 
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     In order to exercise either Legal Defeasance or Covenant Defeasance: 

 

     (a) the Issuers must irrevocably deposit with the Trustee, in trust, for 

the benefit of the Holders, cash in United States dollars, non-callable U.S. 

Government Obligations, or a combination thereof, in such amounts as shall be 

sufficient, in the opinion of a nationally recognized firm of independent public 

accountants, to pay the principal of, premium, if any, and interest, on the 

outstanding Notes at the Stated Maturity thereof or on the applicable redemption 

date, as the case may be, and the Partnership must specify whether the Notes are 

being defeased to maturity or to a particular redemption date; 

 

     (b) in the case of an election under Section 8.02 hereof, the Issuers shall 

have delivered to the Trustee an Opinion of Counsel in the United States 

reasonably acceptable to the Trustee confirming that (A) the Partnership has 

received from, or there has been published by, the Internal Revenue Service a 

ruling or (B) since the Issue Date, there has been a change in the applicable 

federal income tax law, in either case to the effect that, and based thereon 

such Opinion of Counsel shall confirm that, the Holders of the outstanding Notes 

will not recognize income, gain or loss for federal income tax purposes as a 

result of such Legal Defeasance and will be subject to federal income tax on the 

same amounts, in the same manner and at the same times as would have been the 

case if such Legal Defeasance had not occurred; 

 

     (c) in the case of an election under Section 8.03 hereof, the Partnership 

shall have delivered to the Trustee an Opinion of Counsel in the United States 

reasonably acceptable to the Trustee confirming that the Holders of the 

outstanding Notes will not recognize income, gain or loss for federal income tax 

purposes as a result of such Covenant Defeasance and will be subject to federal 

income tax on the same amounts, in the same manner and at the same times as 

would have been the case if such Covenant Defeasance had not occurred; 

 

     (d) no Default or Event of Default shall have occurred and be continuing on 

the date of such deposit (other than a Default or Event of Default resulting 

from the incurrence of Indebtedness all or a portion of the proceeds of which 

shall be applied to such deposit) or insofar as Sections 6.01(h) and 6.01(i) 

hereof are concerned, at any time in the period ending on the 91st day after the 

date of deposit; 

 

     (e) such Legal Defeasance or Covenant Defeasance shall not result in a 

breach or violation of, or constitute a default under, any material agreement or 

instrument (other than this Indenture) to which either of the Issuers or any 

Restricted Subsidiary of the Partnership is a party or by which either of the 

Issuers or any Restricted Subsidiary of the Partnership is bound; 

 

     (f) the Partnership shall have delivered to the Trustee an Opinion of 

Counsel to the effect that after the 91st day following the deposit, the trust 

funds will not be subject to the effect of any applicable bankruptcy, 

insolvency, reorganization or similar laws affecting creditors' rights 

generally; 

 

     (g) the Partnership shall have delivered to the Trustee an Officers' 

Certificate stating that the deposit was not made by such Issuer with the intent 

of preferring the Holders over any other creditors of such Issuer or the 

Subsidiary Guarantors or with the intent of defeating, hindering, delaying or 

defrauding other creditors of such Issuer; and 
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     (h) the Partnership shall have delivered to the Trustee an Officers' 

Certificate and an Opinion of Counsel, each stating that all conditions 

precedent provided for or relating to the Legal Defeasance or the Covenant 

Defeasance have been complied with. 

 

SECTION 8.05. DEPOSITED MONEY AND GOVERNMENT SECURITIES TO BE HELD IN TRUST; 

OTHER MISCELLANEOUS PROVISIONS. 

 

     Subject to Section 8.06 hereof, all money and non-callable U.S. Government 

Obligations (including the proceeds thereof) deposited with the Trustee (or 

other qualifying trustee, collectively for purposes of this Section 8.05, the 

"Trustee") pursuant to Section 8.04 hereof in respect of the outstanding Notes 

shall be held in trust and applied by the Trustee, in accordance with the 

provisions of such Notes and this Indenture, to the payment, either directly or 

through any Paying Agent (including either Issuer acting as a Paying Agent) as 

the Trustee may determine, to the Holders of such Notes of all sums due and to 

become due thereon in respect of principal, premium, if any, and interest, and 

Liquidated Damages, if any, but such money need not be segregated from other 

funds except to the extent required by law. 

 

     The Issuers and the Subsidiary Guarantors shall pay and indemnify the 

Trustee against any tax, fee or other charge imposed on or assessed against the 

cash or non-callable U.S. Government Obligations deposited pursuant to Section 

8.04 hereof or the principal and interest received in respect thereof other than 

any such tax, fee or other charge which by law is for the account of the Holders 

of the outstanding Notes. 

 

     Anything in this Article 8 to the contrary notwithstanding, the Trustee 

shall deliver or pay to the Issuers from time to time upon the request of the 

Issuers any money or non-callable U.S. Government Obligations held by it as 

provided in Section 8.04 hereof which, in the opinion of a nationally recognized 

firm of independent public accountants expressed in a written certification 

thereof delivered to the Trustee (which may be the opinion delivered under 

Section 8.04(a) hereof), are in excess of the amount thereof that would then be 

required to be deposited to effect an equivalent Legal Defeasance or Covenant 

Defeasance. 

 

SECTION 8.06. REPAYMENT TO ISSUERS. 

 

     Any money deposited with the Trustee or any Paying Agent, or then held by 

an Issuer, in trust for the payment of the principal of, premium, if any, 

interest or Liquidated Damages, if any, on any Note and remaining unclaimed for 

two years after such principal, and premium, if any, interest or Liquidated 

Damages, if any, has become due and payable shall, subject to applicable escheat 

law, be paid to the Issuers on the request of the Issuers or (if then held by an 

Issuer) shall be discharged from such trust; and the Holder of such Note shall 

thereafter, as a creditor, look only to the Issuers or Subsidiary Guarantors for 

payment thereof, and all liability of the Trustee or such Paying Agent with 

respect to such trust money, and all liability of such Issuer as trustee 

thereof, shall thereupon cease; provided, however, that the Trustee or such 

Paying Agent, before being required to make any such repayment, may at the 

expense of the Issuers cause to be published once, in The New York Times and The 

Wall Street Journal (national edition), notice that such money remains unclaimed 

and that, after a date specified therein, which shall not be less than 30 days 

from the date of such notification or publication, any unclaimed balance of such 

money then remaining shall be repaid to the Issuers. 
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SECTION 8.07. REINSTATEMENT. 

 

     If the Trustee or Paying Agent is unable to apply any United States dollars 

or U.S. Government Obligations in accordance with Section 8.02 or 8.03 hereof, 

as the case may be, by reason of any order or judgment of any court or 

governmental authority enjoining, restraining or otherwise prohibiting such 

application, then the Issuers' and the Subsidiary Guarantors' Obligations under 

this Indenture, the Notes and the Guarantees, as applicable, shall be revived 

and reinstated as though no deposit had occurred pursuant to Section 8.02 or 

8.03 hereof until such time as the Trustee or Paying Agent is permitted to apply 

all such money in accordance with Section 8.02 or 8.03 hereof, as the case may 

be; provided, however, that, if the Issuers or the Subsidiary Guarantors make 

any payment of principal of, premium, if any, interest or Liquidated Damages, if 

any, on any Note following the reinstatement of its Obligations, the Issuers and 

the Subsidiary Guarantors shall be subrogated to the rights of the Holders of 

such Notes to receive such payment from the money held by the Trustee or Paying 

Agent. 

 

                                   ARTICLE 9 

                        AMENDMENT, SUPPLEMENT AND WAIVER 

 

SECTION 9.01. WITHOUT CONSENT OF HOLDERS OF NOTES. 

 

     Notwithstanding Section 9.02 of this Indenture, the Issuers and the 

Subsidiary Guarantors and the Trustee may amend or supplement this Indenture, 

the Guarantees, or the Notes without the consent of any Holder of a Note: 

 

     (a) to cure any ambiguity, defect or inconsistency; 

 

     (b) to provide for uncertificated Notes in addition to or in place of 

certificated Notes or to alter the provisions of Article 2 hereof (including the 

related definitions) in a manner that does not materially adversely affect any 

Holder; 

 

     (c) to provide for the assumption of an Issuer's or a Subsidiary 

Guarantor's obligations to the Holders of the Notes in the case of a merger or 

consolidation or sale of all or substantially all of such Issuer's or Subsidiary 

Guarantors' assets pursuant to Article 5 hereof; 

 

     (d) to add or release Subsidiary Guarantors pursuant to the terms of this 

Indenture; 

 

     (e) to make any change that would provide any additional rights or benefits 

to the Holders of the Notes or surrender any right or power conferred upon the 

Issuers or the Subsidiary Guarantors by this Indenture that does not adversely 

affect the legal rights hereunder of any Holder of the Notes; or 

 

     (f) to comply with requirements of the SEC in order to effect or maintain 

the qualification of this Indenture under the TIA; 

 

     (g) to evidence or provide for the appointment under this Indenture of a 

successor Trustee; 
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     (h) to add additional Events of Default; or 

 

     (i) to secure the Notes and/or the Guarantees. 

 

     Upon the request of the Issuers accompanied by a resolution of the Board of 

Directors of the General Partner (in the case of the Partnership), and of the 

Board of Directors of El Paso Finance and each of the Subsidiary Guarantors (in 

the case of El Paso Finance and the Subsidiary Guarantors), authorizing the 

execution of any such amended or supplemental Indenture, and upon receipt by the 

Trustee of the documents described in Section 9.06 hereof, the Trustee shall 

join with the Issuers and each of the Subsidiary Guarantors in the execution of 

any amended or supplemental Indenture authorized or permitted by the terms of 

this Indenture and to make any further appropriate agreements and stipulations 

that may be therein contained, but the Trustee shall not be obligated to enter 

into such amended or supplemental Indenture that affects its own rights, duties 

or immunities under this Indenture or otherwise. 

 

SECTION 9.02. WITH CONSENT OF HOLDERS OF NOTES. 

 

     Except as provided below in this Section 9.02, the Issuers, the Subsidiary 

Guarantors and the Trustee may amend or supplement this Indenture (including 

Sections 3.09, 4.06 and 4.07 hereof), the Guarantees, and the Notes with the 

consent of the Holders of at least a majority in principal amount of the Notes 

then outstanding (including, without limitation, consents obtained in connection 

with a purchase of, or tender offer or exchange offer for, the Notes), and, 

subject to Sections 6.04 and 6.07 hereof, any existing Default or Event of 

Default (other than a Default or Event of Default in the payment of the 

principal of, premium, if any, or interest on the Notes, except a payment 

default resulting from an acceleration that has been rescinded) or compliance 

with any provision of this Indenture, the Guarantees or the Notes may be waived 

with the consent of the Holders of a majority in principal amount of the then 

outstanding Notes (including consents obtained in connection with a tender offer 

or exchange offer for the Notes). 

 

     Upon the request of the Issuers accompanied by a resolution of the Board of 

Directors of the General Partner (in the case of the Partnership) and of the 

Board of Directors of El Paso Finance and each of the Subsidiary Guarantors (in 

the case of El Paso Finance and each of the Subsidiary Guarantors) authorizing 

the execution of any such amended or supplemental Indenture, and upon the filing 

with the Trustee of evidence satisfactory to the Trustee of the consent of the 

Holders of Notes as aforesaid, and upon receipt by the Trustee of the documents 

described in Section 9.06 hereof, the Trustee shall join with the Issuers and 

each of the Subsidiary Guarantors in the execution of such amended or 

supplemental Indenture unless such amended or supplemental Indenture affects the 

Trustee's own rights, duties or immunities under this Indenture or otherwise, in 

which case the Trustee may in its discretion, but shall not be obligated to, 

enter into such amended or supplemental Indenture. 

 

     It shall not be necessary for the consent of the Holders of Notes under 

this Section 9.02 to approve the particular form of any proposed amendment or 

waiver, but it shall be sufficient if such consent approves the substance 

thereof. 
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     After an amendment, supplement or waiver under this Section becomes 

effective, the Issuers shall mail to the Holders of Notes affected thereby a 

notice briefly describing the amendment, supplement or waiver. Any failure of 

the Issuers to mail such notice, or any defect therein, shall not, however, in 

any way impair or affect the validity of any such amended or supplemental 

Indenture or waiver. Subject to Sections 6.04 and 6.07 hereof, the Holders of a 

majority in aggregate principal amount of the Notes then outstanding may waive 

compliance in a particular instance by the Issuers with any provision of this 

Indenture or the Notes. However, without the consent of each Holder affected, an 

amendment or waiver may not (with respect to any Notes held by a non-consenting 

Holder): 

 

     (a) reduce the principal amount of Notes whose Holders must consent to an 

amendment, supplement or waiver; 

 

     (b) reduce the principal of or change the fixed maturity of any Note or 

alter or waive any of the provisions with respect to the redemption of the 

Notes, except as provided above with respect to Sections 3.09, 4.06 and 4.07 

hereof; 

 

     (c) reduce the rate of or change the time for payment of interest, 

including default interest, on any Note; 

 

     (d) waive a Default or Event of Default in the payment of principal of or 

premium, if any, interest or Liquidated Damages, if any, on the Notes (except a 

rescission of acceleration of the Notes by the Holders of at least a majority in 

aggregate principal amount of the then outstanding Notes and a waiver of the 

payment default that resulted from such acceleration); 

 

     (e) make any Note payable in money other than that stated in the Notes; 

 

     (f) make any change in the provisions of this Indenture relating to waivers 

of past Defaults or the rights of Holders of Notes to receive payments of 

principal of or premium, if any, or interest on the Notes; 

 

     (g) waive a redemption payment with respect to any Note (other than a 

payment required by the covenants contained in Sections 3.09, 4.06 or 4.07 

hereof; 

 

     (h) except as otherwise permitted by this Indenture, release any Subsidiary 

Guarantor from any of its obligations under its Guarantee or this Indenture, or 

change any Guarantee in any manner that would adversely affect the right of 

Holders; or 

 

     (i) make any change in Section 6.04 or 6.07 hereof or in the foregoing 

amendment and waiver provisions (except to increase any percentage set forth 

therein). 

 

     In addition, any amendment to the provisions of Article 10 or Section 11.07 

of this Indenture (which relate to subordination) shall require the consent of 

the Holders of at least 75% in aggregate principal amount of the Notes then 

outstanding if such amendment would adversely affect the rights of Holders of 

Notes. 
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SECTION 9.03. COMPLIANCE WITH TRUST INDENTURE ACT. 

 

     Every amendment or supplement to this Indenture, the Guarantees, or the 

Notes shall be set forth in an amended or supplemental Indenture that complies 

with the TIA as then in effect. 

 

SECTION 9.04. REVOCATION AND EFFECT OF CONSENTS. 

 

     Until an amendment, supplement or waiver becomes effective, a consent to it 

by a Holder of a Note is a continuing consent by the Holder of a Note and every 

subsequent Holder of a Note or portion of a Note that evidences the same debt as 

the consenting Holder's Note, even if notation of the consent is not made on any 

Note. However, any such Holder of a Note or subsequent Holder of a Note may 

revoke the consent as to its Note if the Trustee receives written notice of 

revocation before the date the waiver, supplement or amendment becomes 

effective. An amendment, supplement or waiver becomes effective in accordance 

with its terms and thereafter binds every Holder. 

 

SECTION 9.05. NOTATION ON OR EXCHANGE OF NOTES. 

 

     The Trustee may place an appropriate notation about an amendment, 

supplement or waiver on any Note thereafter authenticated. The Issuers in 

exchange for all Notes may issue and the Trustee shall authenticate new Notes 

(accompanied by a notation of the Guarantees duly endorsed by the Subsidiary 

Guarantors) that reflect the amendment, supplement or waiver. 

 

     Failure to make the appropriate notation or issue a new Note shall not 

affect the validity and effect of such amendment, supplement or waiver. 

 

SECTION 9.06. TRUSTEE TO SIGN AMENDMENTS, ETC. 

 

     The Trustee shall sign any amended or supplemental Indenture authorized 

pursuant to this Article 9 if the amendment or supplement does not adversely 

affect the rights, duties, liabilities or immunities of the Trustee. The Issuers 

and the Subsidiary Guarantors may not sign an amendment or supplemental 

Indenture until the Board of Directors of the General Partner approves it. In 

executing any amended or supplemental indenture, the Trustee shall be entitled 

to receive and (subject to Section 7.01) shall be fully protected in relying 

upon, an Officers' Certificate of the Board of Directors of the General Partner 

and an Opinion of Counsel stating that the execution of such amended or 

supplemental indenture is authorized or permitted by this Indenture. 

 

SECTION 9.07. EFFECT OF SUPPLEMENTAL INDENTURES. 

 

     Upon the execution of any supplemental indenture under this Article 9, this 

Indenture shall be modified in accordance therewith, and such supplemental 

indenture shall form a part of this Indenture for all purposes; and every Holder 

of Notes theretofore or thereafter authenticated and delivered hereunder shall 

be bound thereby. After a supplemental indenture becomes effective, the Issuers 

shall mail to Holders a notice briefly describing such amendment. The failure to 

give such notice to all Holders, or any defect therein, shall not impair or 

affect the validity of an amendment under this Section. 
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                                   ARTICLE 10 

                                  SUBORDINATION 

 

SECTION 10.01. AGREEMENT TO SUBORDINATE. 

 

     The Issuers covenant and agree, and each Holder by accepting a Note agrees, 

that the Indebtedness evidenced by, and any Liquidated Damages and other 

Obligations with respect to, the Notes are subordinated in right of payment, to 

the extent and in the manner provided in this Article 10, to the prior payment 

in full in cash of all Senior Debt (whether outstanding on the date hereof or 

hereafter created, incurred, assumed or guaranteed), and that the subordination 

is for the benefit of the holders of Senior Debt. 

 

SECTION 10.02. LIQUIDATION; DISSOLUTION; BANKRUPTCY. 

 

     Upon any payment or distribution to creditors of either of the Issuers or 

any Subsidiary Guarantor in a liquidation or dissolution of such Issuer or such 

Subsidiary Guarantor or in a bankruptcy, reorganization, insolvency, 

receivership or similar proceeding relating to such Issuer or such Subsidiary 

Guarantor or its property, in an assignment for the benefit of creditors or any 

marshaling of such Issuer's or such Subsidiary Guarantor's assets and 

liabilities: 

 

     (a) holders of Senior Debt and holders of Guarantor Senior Debt shall be 

entitled to receive payment in full in cash of all Obligations in respect of 

Senior Debt and Guarantor Senior Debt (including interest after the commencement 

of any such proceeding at the rate specified in the applicable Senior Debt, 

whether or not such interest would be an allowed claim in such proceeding) 

before Holders of the Notes shall be entitled to receive any payment with 

respect to the Notes (except that Holders may receive and retain (i) Permitted 

Junior Securities and (ii) payments and other distributions made from any 

defeasance trust created pursuant to Article 8 hereof, provided that the funding 

of such trust was permitted); and 

 

     (b) until all Obligations with respect to Senior Debt (as provided in 

subsection (a) above) are paid in full in cash, any payment or distribution to 

which Holders would be entitled but for this Article 10 shall be made to holders 

of Senior Debt (except that Holders of Notes may receive and retain (i) 

Permitted Junior Securities and (ii) payments and other distributions made from 

any defeasance trust created pursuant to Article 8 hereof, provided that the 

funding of such trust was permitted), as their interests may appear. 

 

SECTION 10.03. DEFAULT ON DESIGNATED SENIOR DEBT. 

 

     The Issuers and the Subsidiary Guarantors may not make any payment or 

distribution in respect of Obligations with respect to the Notes (whether by 

redemption, purchase, defeasance or otherwise) and may not acquire any Notes for 

cash or property (other than (i) Permitted Junior Securities and (ii) payments 

and other distributions made from any defeasance trust created pursuant to 

Article 8 hereof, provided that the funding of such trust was permitted) until 

all principal and other Obligations with respect to the Senior Debt have been 

paid in full in cash if: 
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     (a) a default in the payment of any principal, premium, if any, or interest 

(and other Obligations in the case of the Credit Facilities) on Designated 

Senior Debt occurs and is continuing; or 

 

     (b) any other default on Designated Senior Debt occurs and is continuing 

that permits holders of the Designated Senior Debt to accelerate its maturity 

and the Trustee receives a notice of the default (a "Payment Blockage Notice") 

from a Person who may give it pursuant to Section 10.11 hereof. If the Trustee 

receives any such Payment Blockage Notice, no subsequent Payment Blockage Notice 

shall be effective for purposes of this Section unless and until at least 360 

days shall have elapsed since the effectiveness of the immediately prior Payment 

Blockage Notice. No nonpayment default that existed or was continuing on the 

date of delivery of any Payment Blockage Notice to the Trustee shall be, or be 

made, the basis for a subsequent Payment Blockage Notice unless such default 

shall have been cured or waived for a period of not less than 120 days. 

 

     The Issuers may and shall resume payments on and distributions in respect 

of the Notes and may acquire them upon the earlier of: 

 

     (a) in the case of a default referred to in clause (a) of the immediately 

preceding paragraph, the date upon which the default is cured or waived, or 

 

     (b) in the case of a default referred to in clause (b) of the immediately 

preceding paragraph, the earlier of the date on which such non-payment default 

is cured or waived and 179 days after the date on which the applicable Payment 

Blockage Notice is received by the Trustee unless the maturity of such 

Designated Senior Debt has been accelerated, 

 

if this Article 10 otherwise permits the payment, distribution or acquisition at 

the time of such payment or acquisition. 

 

SECTION 10.04. ACCELERATION OF NOTES. 

 

     If payment of the Notes is accelerated because of an Event of Default, the 

Issuers shall promptly notify holders of Senior Debt of the acceleration. 

 

SECTION 10.05. WHEN DISTRIBUTION MUST BE PAID OVER. 

 

     In the event that the Trustee or any Holder receives any payment of or 

distribution with respect to any Obligations with respect to the Notes at a time 

when such payment or distribution is prohibited by Section 10.02 or 10.03 

hereof, such payment or distribution shall be held by the Trustee or such 

Holder, in trust for the benefit of, and shall be paid forthwith over and 

delivered, upon written request, to, the holders of Designated Senior Debt as 

their interests may appear or their Representative under this Indenture or other 

agreement (if any) pursuant to which such Designated Senior Debt may have been 

issued, as their respective interests may appear, for application to the payment 

in cash of all Obligations with respect to such Designated Senior Debt remaining 

unpaid to the extent necessary to pay such Obligations in full in cash in 

accordance with their terms, after giving effect to any concurrent payment or 

distribution to or for the holders of such Designated Senior Debt or holders of 

such Designated Guarantor Senior Debt. 
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     With respect to the holders of Senior Debt, the Trustee undertakes to 

perform only such obligations on the part of the Trustee as are specifically set 

forth in this Article 10, and no implied covenants or obligations with respect 

to the holders of Senior Debt shall be read into this Indenture against the 

Trustee. The Trustee shall not be deemed to owe any fiduciary duty to the 

holders of Senior Debt, and shall not be liable to any such holders if the 

Trustee shall pay over or distribute to or on behalf of Holders or the Issuers 

or any other Person money or assets to which any holders of Senior Debt shall be 

entitled by virtue of this Article 10, except if such payment is made as a 

result of the willful misconduct or gross negligence of the Trustee. 

 

SECTION 10.06. NOTICE BY ISSUERS. 

 

     The Issuers shall promptly notify the Trustee and the Paying Agent of any 

facts known to the Issuers that would cause a payment of any Obligations with 

respect to the Notes to violate this Article 10, but failure to give such notice 

shall not affect the subordination of the Notes to the Senior Debt as provided 

in this Article 10. 

 

SECTION 10.07. SUBROGATION. 

 

     After all Senior Debt is paid in full in cash and until the Notes are paid 

in full, Holders of Notes shall be subrogated (equally and ratably with all 

other Indebtedness pari passu with the Notes) to the rights of holders of Senior 

Debt to receive distributions applicable to Senior Debt to the extent that 

distributions otherwise payable to the Holders of Notes have been applied to the 

payment of Senior Debt. A distribution made under this Article 10 to holders of 

Senior Debt that otherwise would have been made to Holders of Notes is not, as 

between the Issuers and Holders, a payment by the Issuers on the Notes. 

 

SECTION 10.08. RELATIVE RIGHTS. 

 

     This Article 10 defines the relative rights of Holders of Notes and holders 

of Senior Debt. Nothing in this Indenture shall: 

 

     (a) impair, as between the Issuers and Holders of Notes, the obligation of 

the Issuers, which is absolute and unconditional, to pay principal of and 

interest on the Notes in accordance with their terms; 

 

     (b) affect the relative rights of Holders of Notes and creditors of the 

Issuers other than their rights in relation to holders of Senior Debt; or 

 

     (c) subject to Section 6.02, prevent the Trustee or any Holder of Notes 

from exercising its available remedies upon a Default or Event of Default, 

subject to the rights of holders and owners of Senior Debt to receive 

distributions and payments otherwise payable to Holders of Notes. 

 

     If the Issuers fail because of this Article 10 to pay principal of or 

interest on a Note on the due date, the failure is still a Default or Event of 

Default. 
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SECTION 10.09. SUBORDINATION MAY NOT BE IMPAIRED BY ISSUERS. 

 

     No right of any holder of Senior Debt to enforce the subordination of the 

Indebtedness evidenced by the Notes shall be impaired by any act or failure to 

act by either of the Issuers or any Holder or by the failure of either of the 

Issuers or any Holder to comply with this Indenture. 

 

SECTION 10.10. DISTRIBUTION OR NOTICE TO REPRESENTATIVE. 

 

     Whenever a payment or distribution is to be made or a notice given to 

holders of Senior Debt, the payment or distribution may be made and the notice 

given to their Representative. 

 

     Upon any payment or distribution of assets of either of the Issuers or any 

of the Subsidiary Guarantors referred to in this Article 10, the Trustee and the 

Holders of Notes shall be entitled to rely upon any order or decree made by any 

court of competent jurisdiction or upon any certificate of such Representative 

or of the liquidating trustee or agent or other Person making any distribution 

to the Trustee or to the Holders of Notes for the purpose of ascertaining the 

Persons entitled to participate in such distribution, the holders of the Senior 

Debt and other Indebtedness of such Issuer or Subsidiary Guarantor, the amount 

thereof or payable thereon, the amount or amounts paid or distributed thereon 

and all other facts pertinent thereto or to this Article 10. 

 

SECTION 10.11. RIGHTS OF TRUSTEE AND PAYING AGENT. 

 

     Notwithstanding the provisions of this Article 10 or any other provision of 

this Indenture, the Trustee shall not be charged with knowledge of the existence 

of any facts that would prohibit the making of any payment or distribution by 

the Trustee, and the Trustee and the Paying Agent may continue to make payments 

on the Notes, unless a Responsible Officer of the Trustee shall have received at 

its Corporate Trust Office at least two Business Days prior to the date of such 

payment written notice of facts that would cause the payment of any Obligations 

with respect to the Notes to violate this Article 10. Only the Issuers or the 

holders of Designated Senior Debt or their Representative may give the notice. 

Nothing in this Article 10 shall impair the claims of, or payments to, the 

Trustee under or pursuant to Section 7.07 hereof. Each Paying Agent shall be 

subject to the same obligations under this Article 10 as is the Trustee. 

 

     The Trustee in its individual or any other capacity may hold Senior Debt 

with the same rights it would have if it were not Trustee. Any Affiliate of the 

Trustee or Agent may do the same with like rights. 

 

SECTION 10.12. AUTHORIZATION TO EFFECT SUBORDINATION. 

 

     Each Holder of Notes, by the Holder's acceptance thereof, authorizes and 

directs the Trustee on such Holder's behalf to take such action as may be 

necessary or appropriate to effectuate the subordination as provided in this 

Article 10, and appoints the Trustee to act as such Holder's attorney-in-fact 

for any and all such purposes. If the Trustee does not file a proper proof of 

claim or proof of debt in the form required in any proceeding referred to in 

Section 6.09 hereof at least 30 days before the expiration of the time to file 

such claim, the Representative of 
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the Designated Senior Debt are hereby authorized to file an appropriate claim 

for and on behalf of the Holders of the Notes. 

 

SECTION 10.13. AMENDMENTS. 

 

     The provisions of this Article 10 shall not be amended or modified without 

the written consent of the holders of all Designated Senior Debt. 

 

                                   ARTICLE 11 

                                   GUARANTEES 

 

SECTION 11.01. GUARANTEES. 

 

     Subject to the provisions of this Article 11, each of the Subsidiary 

Guarantors hereby, jointly and severally, unconditionally guarantees to each 

Holder of a Note authenticated and delivered by the Trustee and to the Trustee 

and its successors and assigns, irrespective of the validity and enforceability 

of this Indenture, the Notes or the Obligations of the Issuers hereunder or 

thereunder, that: (a) the principal of, premium, interest and Liquidated 

Damages, if any, on the Notes shall be promptly paid in full when due, whether 

at the maturity or interest payment or mandatory redemption date, by 

acceleration, redemption or otherwise, and interest on the overdue principal of, 

premium, interest and Liquidated Damages, if any, on the Notes, if any, if 

lawful, and all other Obligations of the Issuers to the Holders or the Trustee 

under this Indenture and the Notes shall be promptly paid in full or performed, 

all in accordance with the terms of this Indenture and the Notes; and (b) in 

case of any extension of time of payment or renewal of any Notes or any of such 

other obligations, that same shall be promptly paid in full when due or 

performed in accordance with the terms of the extension or renewal, whether at 

Stated Maturity, by acceleration or otherwise. Failing payment when due of any 

amount so guaranteed or any performance so guaranteed for whatever reason, the 

Subsidiary Guarantors shall be jointly and severally obligated to pay the same 

immediately. The Subsidiary Guarantors hereby agree that to the fullest extent 

permitted by applicable law, their obligations hereunder shall be unconditional, 

irrespective of the validity, regularity or enforceability of the Notes or this 

Indenture, the absence of any action to enforce the same, any waiver or consent 

by any Holder of the Notes with respect to any provisions of this Indenture and 

the Notes, the recovery of any judgment against the Issuers, any action to 

enforce the same or any other circumstance which might otherwise constitute a 

legal or equitable discharge or defense of a Subsidiary Guarantor. To the 

fullest extent permitted by applicable law, each Subsidiary Guarantor hereby 

waives diligence, presentment, demand of payment, filing of claims with a court 

in the event of insolvency or bankruptcy of the Issuers, any right to require a 

proceeding first against the Issuers, protest, notice and all demands whatsoever 

and covenant that the Guarantees shall not be discharged except by complete 

performance of the obligations contained in the Notes and this Indenture. 

 

     If any Holder or the Trustee is required by any court or otherwise to 

return to the Issuers or Subsidiary Guarantors, or any custodian, trustee, 

liquidator or other similar official acting in relation to either the Issuers or 

Subsidiary Guarantors, any amount paid by either to the Trustee or such Holder, 

these Guarantees, to the extent theretofore discharged, shall be reinstated in 

full force and effect. Each Subsidiary Guarantor agrees that it shall not be 

entitled to any right 
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of subrogation in relation to the Holders in respect of any Obligations 

guaranteed hereby until payment in full of all Obligations guaranteed hereby. 

 

     Each Subsidiary Guarantor further agrees that, as between the Subsidiary 

Guarantors, on the one hand, and the Holders and the Trustee, on the other hand, 

(x) the maturity of the Obligations guaranteed hereby may be accelerated as 

provided in Article 6 hereof for the purposes of these Guarantees, 

notwithstanding any stay, injunction or other prohibition preventing such 

acceleration in respect of the Obligations guaranteed hereby, and (y) in the 

event of any declaration of acceleration of such Obligations as provided in 

Article 6 hereof, such Obligations (whether or not due and payable) shall 

forthwith become due and payable by the Subsidiary Guarantors for the purpose of 

these Guarantees. The Subsidiary Guarantors shall have the right to seek 

contribution from any non-paying Subsidiary Guarantor so long as the exercise of 

such right does not impair the rights of the Holders under these Guarantees. 

 

 

 

SECTION 11.02. LIMITATION OF GUARANTOR'S LIABILITY. 

 

     Each Subsidiary Guarantor and, by its acceptance hereof, each Holder hereby 

confirms that it is its intention that the Guarantee by such Subsidiary 

Guarantor not constitute a fraudulent transfer or conveyance for purposes of the 

Bankruptcy Law, the Uniform Fraudulent Conveyance Act, the Uniform Fraudulent 

Transfer Act or any similar federal or state law to the extent applicable to the 

Guarantees. To effectuate the foregoing intention, each such Person hereby 

irrevocably agrees that the Obligation of such Subsidiary Guarantor under its 

Guarantee under this Article 11 shall be limited to the maximum amount as shall, 

after giving effect to such maximum amount and all other (contingent or 

otherwise) liabilities of such Subsidiary Guarantor that are relevant under such 

laws, and after giving effect to any rights to contribution of such Subsidiary 

Guarantor pursuant to any agreement providing for an equitable contribution 

among such Subsidiary Guarantor and other Affiliates of the Issuers of payments 

made by guarantees by such parties, result in the Obligations of such Subsidiary 

Guarantor in respect of such maximum amount not constituting a fraudulent 

conveyance. Each Holder, by accepting the benefits hereof, confirms its 

intention that, in the event of bankruptcy, reorganization or other similar 

proceeding of either of the Issuers or any Subsidiary Guarantor in which 

concurrent claims are made upon such Subsidiary Guarantor hereunder, to the 

extent such claims shall not be fully satisfied, each such claimant with a valid 

claim against such Issuer shall be entitled to a ratable share of all payments 

by such Subsidiary Guarantor in respect of such concurrent claims. 

 

SECTION 11.03. EXECUTION AND DELIVERY OF GUARANTEES. 

 

     To evidence the Guarantees set forth in Section 11.01 hereof, each 

Subsidiary Guarantor hereby agrees that a notation of the Guarantees 

substantially in the form of Exhibit D shall be endorsed by an Officer of such 

Subsidiary Guarantor on each Note authenticated and delivered by the Trustee and 

that this Indenture shall be executed on behalf of such Subsidiary Guarantor by 

its President or one of its Vice Presidents. 
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     Each Subsidiary Guarantor hereby agrees that the Guarantees set forth in 

Section 11.01 shall remain in full force and effect notwithstanding any failure 

to endorse on each Note a notation of the Guarantees. 

 

     If an Officer or Officer whose signature is on this Indenture or on the 

Guarantees no longer holds that office at the time the Trustee authenticates the 

Note on which the notation of the Guarantees are endorsed, the Guarantees shall 

be valid nevertheless. 

 

     The delivery of any Note by the Trustee, after the authentication thereof 

hereunder, shall constitute due delivery of the Guarantees set forth in this 

Indenture on behalf of the Subsidiary Guarantors. 

 

SECTION 11.04. SUBSIDIARY GUARANTORS MAY CONSOLIDATE, ETC., ON CERTAIN TERMS. 

 

     (a) Except as set forth in Articles 4 and 5 hereof, nothing contained in 

this Indenture or in any of the Notes shall prevent any consolidation or merger 

of the Partnership or a Subsidiary Guarantor with or into the Partnership or 

another Subsidiary Guarantor or shall prevent any sale or conveyance of the 

property of a Subsidiary Guarantor as an entirety or substantially as an 

entirety, to the Partnership or another Subsidiary Guarantor. 

 

     (b) Except as set forth in Articles 4 and 5 hereof, nothing contained in 

this Indenture or in any of the Notes shall prevent any consolidation or merger 

of a Subsidiary Guarantor with or into another Person other than the Partnership 

or another Subsidiary Guarantor (whether or not affiliated with the Subsidiary 

Guarantor), or successive consolidations or mergers in which a Subsidiary 

Guarantor or its successor or successors shall be a party or parties, or shall 

prevent any sale or conveyance of the property of a Subsidiary Guarantor as an 

entirety or substantially as an entirety, to a person other than the Partnership 

(whether or not affiliated with the Subsidiary Guarantor) authorized to acquire 

and operate the same; provided, however, that such transaction meets all of the 

following requirements: (i) each Subsidiary Guarantor hereby covenants and 

agrees that, upon any such consolidation, merger, sale or conveyance, the 

Guarantee contained herein, and the due and punctual performance and observance 

of all of the covenants and conditions of this Indenture to be performed by such 

Subsidiary Guarantor, shall be expressly assumed (in the event that the 

Subsidiary Guarantor is not the surviving corporation in the merger or 

consolidation), by supplemental indenture satisfactory in form to the Trustee, 

executed and delivered to the Trustee, by the Person formed by such 

consolidation, or into which the Subsidiary Guarantor shall have been merged, or 

by the Person which shall have acquired such property, and (ii) immediately 

after giving effect to such transaction, no Default or Event of Default exists. 

In case of any such consolidation, merger, sale or conveyance and upon the 

assumption by the successor Person by supplemental indenture, executed and 

delivered to the Trustee and satisfactory in form to the Trustee, of the 

Guarantees contained herein and the due and punctual performance of all of the 

covenants and conditions of this Indenture to be performed by the Subsidiary 

Guarantor, such successor shall succeed to and be substituted for the Subsidiary 

Guarantor with the same effect as if it had been named herein as a Subsidiary 

Guarantor. Such successor thereupon may cause to be signed any or all of the 

notations of the Guarantees to be endorsed upon all of the Notes issuable 

hereunder which theretofore shall not have been signed by the Issuers and 

delivered to the Trustee. All the Guarantees so issued shall 
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in all respects have the same legal rank and benefit under this Indenture as the 

Guarantees theretofore and thereafter issued in accordance with the terms of 

this Indenture as though all of such Guarantees had been issued at the date of 

the execution hereof. 

 

SECTION 11.05. RELEASES. 

 

     Concurrently with any sale of assets (including, if applicable, all of the 

Equity Interests of any Subsidiary Guarantor), any Liens in favor of the Trustee 

in the assets sold thereby shall be released; provided that in the event of an 

Asset Sale, the Net Proceeds from such sale or other disposition are treated in 

accordance with the provisions of Section 4.07 hereof. The Guarantee or the 

obligations under Section 11.04 hereof of a Subsidiary Guarantor will be 

released (i) in connection with any sale or other disposition of all or 

substantially all of the assets of such Subsidiary Guarantor (including by way 

of merger or consolidation), if the Partnership applies the Net Proceeds of that 

sale or other disposition in accordance with Section 4.07 hereof; or (ii) in 

connection with the sale or other disposition of all of the Equity Interests of 

a Subsidiary Guarantor, if the Partnership applies the Net Proceeds of that sale 

in accordance with Section 4.07 hereof; or (iii) if the Partnership designates 

any Restricted Subsidiary that is a Subsidiary Guarantor as an Unrestricted 

Subsidiary; or (iv) at such time as such Subsidiary Guarantor ceases to 

guarantee any other Indebtedness of the Partnership. Upon delivery by the 

Partnership to the Trustee of an Officers' Certificate to the effect that such 

sale or other disposition was made by the Partnership in accordance with the 

provisions of this Indenture, including without limitation Section 4.07 hereof 

or such Guarantee is to be released pursuant to the provisions of the 

immediately preceding sentence, the Trustee shall execute any documents 

reasonably required in order to evidence the release of any Subsidiary Guarantor 

from its obligations under its Guarantees. Any Subsidiary Guarantor not released 

from its obligations under its Guarantee shall remain liable for the full amount 

of principal of and interest on the Notes and for the other obligations of any 

Subsidiary Guarantor under this Indenture as provided in this Article 11. 

 

SECTION 11.06. "TRUSTEE" TO INCLUDE PAYING AGENT. 

 

     In case at any time any Paying Agent other than the Trustee shall have been 

appointed by the Issuers and be then acting hereunder, the term "Trustee" as 

used in this Article 11 shall in such case (unless the context shall otherwise 

require) be construed as extending to and including such Paying Agent within its 

meaning as fully and for all intents and purposes as if such Paying Agent were 

named in this Article 11 in place of the Trustee. 

 

SECTION 11.07. SUBORDINATION OF GUARANTEES. 

 

     The obligations of each Subsidiary Guarantor under its Guarantee pursuant 

to this Article 11 shall be junior and subordinated to the prior payment in full 

in cash of all Senior Debt and Guarantor Senior Debt (including interest after 

the commencement of any proceeding of the type described in Section 10.02 with 

respect to such Subsidiary Guarantor at the rate specified in the applicable 

Guarantor Senior Debt, whether or not such interest would be an allowed claim in 

such proceeding) of such Subsidiary Guarantor, in each case on the same basis as 

the Notes are junior and subordinated to Senior Debt, mutatis mutandis. For the 

purposes of the foregoing sentence, the Trustee and the Holders shall have the 

right to receive and/or retain payments by 
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any of the Subsidiary Guarantors only at such times as they may receive and/or 

retain payments and distributions in respect of the Notes pursuant to this 

Indenture, including Article 10 hereof. 

 

                                   ARTICLE 12 

                           SATISFACTION AND DISCHARGE 

 

SECTION 12.01. SATISFACTION AND DISCHARGE. 

 

     This Indenture shall upon the request of the Issuers cease to be of further 

effect (except as to surviving rights of registration of transfer or exchange of 

Notes herein expressly provided for, the Issuers' obligations under Section 7.07 

hereof, the Issuers' rights of optional redemption under Article 3 hereof, and 

the Trustee's and the Paying Agent's obligations under Section 12.02 and 12.03 

hereof) and the Trustee, at the expense of the Issuers, shall execute proper 

instruments acknowledging satisfaction and discharge of this Indenture when 

 

     (a) either 

 

          (i) all Notes therefore authenticated and delivered (other than (A) 

     Notes which have been destroyed, lost or stolen and which have been 

     replaced or paid as provided in Section 2.07 and (B) Notes for whose 

     payment money has been deposited in trust with the Trustee or any Paying 

     Agent and thereafter paid to the Issuers or discharged from such trust) 

     have been delivered to the Trustee for cancellation; or 

 

          (ii) all such Notes not theretofore delivered to the Trustee for 

     cancellation 

 

               (A) have become due and payable; or 

 

               (B) shall become due and payable at their Stated Maturity within 

          one year, or 

 

               (C) are to be called for redemption within one year under 

          arrangements satisfactory to the Trustee for the giving of notice of 

          redemption by the Trustee in the name, and at the expense, of the 

          Issuers, 

 

     and the Issuers, in the case of clause (A), (B) or (C) above, have 

     irrevocably deposited or caused to be deposited with the Trustee as trust 

     funds in trust for such purpose money or U.S. Government Obligations in an 

     amount sufficient (as certified by an independent public accountant 

     designated by the Issuers) to pay and discharge the entire indebtedness of 

     such Notes not theretofore delivered to the Trustee for cancellation, for 

     principal (and premium, if any) and interest, if any, to the date of such 

     deposit (in the case of Notes which have become due and payable) or the 

     Stated Maturity or redemption date, as the case may be; 

 

     (b) the Issuers have paid or caused to be paid all other sums then due and 

payable hereunder by the Issuers; 
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     (c) no Default or Event of Default with respect to the Notes shall have 

occurred and be continuing on the date of such deposit and after giving effect 

to such deposit; and 

 

     (d) the Issuers have delivered to the Trustee an Officers' Certificate and 

an Opinion of Counsel, each stating that all conditions precedent herein 

provided for relating to the satisfaction and discharge of this Indenture have 

been complied with. 

 

     Notwithstanding the satisfaction and discharge of this Indenture, the 

Issuers' obligations in Sections 2.03, 2.04, 2.06, 2.07, 2.11, 7.07, 7.08, 

12.02, 12.03 and 12.04, and the Trustee's and Paying Agent's obligations in 

Section 12.03 shall survive until the Notes are no longer outstanding. 

Thereafter, only the Issuers' obligations in Section 12.03 shall survive. 

 

     In order to have money available on a payment date to pay principal (and 

premium, if any, on) or interest on the Notes, the U.S. Government Obligations 

shall be payable as to principal (and premium, if any) or interest at least one 

Business Day before such payment date in such amounts as shall provide the 

necessary money. The U.S. Government Obligations shall not be callable at the 

issuer's option. 

 

SECTION 12.02. APPLICATION OF TRUST. 

 

     All money deposited with the Trustee pursuant to Section 12.01 shall be 

held in trust and, at the written direction of the Issuers, be invested prior to 

maturity in non-callable U.S. Government Obligations, and applied by the Trustee 

in accordance with the provisions of the Notes and this Indenture, to the 

payment, either directly or through any Paying Agent as the Trustee may 

determine, to the Persons entitled thereto, of the principal (and premium, if 

any) and interest for the payment of which money has been deposited with the 

Trustee; but such money need not be segregated from other funds except to the 

extent required by law. 

 

SECTION 12.03. REPAYMENT OF THE ISSUERS. 

 

     The Trustee and the Paying Agent shall promptly pay to the Issuers upon 

written request any excess money or securities held by them at any time. 

 

     The Trustee and the Paying Agent shall notify the Issuers of, and pay to 

the Issuers upon written request, any money held by them for the payment of 

principal or interest that remains unclaimed for two years after the date upon 

which such payment shall have become due; provided that the Issuers shall have 

either caused notice of such payment to be mailed to each Holder of the Notes 

entitled thereto no less than 30 days prior to such repayment or within such 

period shall have published such notice in a financial newspaper of widespread 

circulation published in The City of New York, including, without limitation, 

The Wall Street Journal (national edition). After payment to the Issuers, 

Holders entitled to the money must look to the Issuers for payment as general 

creditors unless an applicable abandoned property law designates another Person, 

and all liability of the Trustee and such Paying Agent with respect to such 

money shall cease. In the absence of a written request from the Issuers to 

return unclaimed funds to the Issuers, the Trustee shall from time to time 

deliver all unclaimed funds to or as directed by applicable escheat authorities, 

as determined by the Trustee in its sole discretion, in accordance with the 

customary practices and procedures of the Trustee. Any unclaimed funds held by 

the 

 

 

                                      106 

 

 

 



 

 

 

 

Trustee pursuant to this Section 12.03 shall be held uninvested and without any 

liability for interest. 

 

SECTION 12.04. REINSTATEMENT. 

 

     If the Trustee or Paying Agent is unable to apply any money or U.S. 

Government Obligations in accordance with Section 12.01 by reason of any legal 

proceeding or by reason of any order or judgment of any court of governmental 

authority enjoining, restraining or otherwise prohibiting such application, the 

Issuers' and Subsidiary Guarantors' Obligations under this Indenture, the Notes 

and the Guarantees shall be revived and reinstated as though no deposit has 

occurred pursuant to Section 12.01 until such time as the Trustee or Paying 

Agent is permitted to apply all such money or U.S. Government Obligations in 

accordance with Section 12.02, provided, however, that if the Issuers or the 

Subsidiary Guarantors have made any payment of interest on or principal of any 

Notes because of the reinstatement of their Obligations, the Issuers or such 

Subsidiary Guarantors shall be subrogated to the rights of the Holders of such 

Notes to receive such payment from the money or U.S. Government Obligations held 

by the Trustee or Paying Agent. 

 

                                   ARTICLE 13 

                                  MISCELLANEOUS 

 

SECTION 13.01. TRUST INDENTURE ACT CONTROLS. 

 

     If any provision of this Indenture limits, qualifies or conflicts with the 

duties imposed by TIA Section 318(c), the imposed duties shall control. 

 

SECTION 13.02. NOTICES. 

 

     Any notice or communication by the Issuers or the Trustee to the others is 

duly given if in writing and delivered in Person or mailed by first class mail 

(registered or certified, return receipt requested), telecopier or overnight air 

courier guaranteeing next day delivery, to the others' address: 

 

     If to the Issuers or any Subsidiary Guarantor: 

 

                El Paso Energy Partners, L.P. 

                4 Greenway Plaza 

                Houston, Texas 77046 

                Telecopier No.: (713) 420-2131 

                Attention:  Chief Financial Officer 

 

     With a copy to: 

 

                Akin, Gump, Strauss, Hauer & Feld, L.L.P. 

                1900 Pennzoil Place, South Tower 

                711 Louisiana Street 

                Houston, Texas  77002 

                Telecopier No.: (713) 236-0822 

                Attention: J. Vincent Kendrick 
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     If to the Trustee or Paying Agent: 

 

                JPMorgan Chase Bank 

                700 Lavaca, 5th Floor 

                Austin, Texas 78701 

                Telecopier No.: (512) 479-2553 

                Attention: Cary Gilliam 

 

     The Issuers, any Subsidiary Guarantor or the Trustee, by notice to the 

others may designate additional or different addresses for subsequent notices or 

communications. 

 

     All notices and communications (other than those sent to Holders) shall be 

deemed to have been duly given: at the time delivered by hand, if personally 

delivered; five Business Days after being deposited in the mail, postage 

prepaid, if mailed; when receipt acknowledged, if sent by facsimile 

transmission; and the next Business Day after timely delivery to the courier, if 

sent by overnight air courier guaranteeing next day delivery. 

 

     Any notice or communication to a Holder shall be mailed by first class 

mail, certified or registered, return receipt requested, or by overnight air 

courier guaranteeing next day delivery to its address shown on the register kept 

by the Registrar. Any notice or communication shall also be so mailed to any 

Person described in TIA Section 313(c), to the extent required by the TIA. 

Failure to mail a notice or communication to a Holder or any defect in it shall 

not affect its sufficiency with respect to other Holders. 

 

     If a notice or communication is mailed in the manner provided above within 

the time prescribed, it is duly given, whether or not the addressee receives it. 

 

     If the Issuers mail a notice or communication to Holders, it shall mail a 

copy to the Trustee and each Agent at the same time. 

 

SECTION 13.03. COMMUNICATION BY HOLDERS OF NOTES WITH OTHER HOLDERS OF NOTES. 

 

     The Trustee is subject to TIA Section 312(b), and Holders may communicate 

pursuant thereto with other Holders with respect to their rights under this 

Indenture or the Notes. The Issuers, the Subsidiary Guarantors, the Trustee, the 

Registrar and anyone else shall have the protection of TIA Section 312(c). 

 

SECTION 13.04. CERTIFICATE AND OPINION AS TO CONDITIONS PRECEDENT. 

 

     Upon any request or application by the Issuers or any Subsidiary Guarantor 

to the Trustee to take any action under this Indenture, the Issuers or such 

Subsidiary Guarantors shall furnish to the Trustee: 
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     (a) an Officers' Certificate in form and substance reasonably satisfactory 

to the Trustee (which shall include the statements set forth in Section 13.05 

hereof) stating that, in the opinion of the signers, all conditions precedent 

and covenants, if any, provided for in this Indenture relating to the proposed 

action have been satisfied; and 

 

     (b) an Opinion of Counsel in form and substance reasonably satisfactory to 

the Trustee (which shall include the statements set forth in Section 13.05 

hereof) stating that, in the opinion of such counsel, all such conditions 

precedent and covenants have been satisfied. 

 

     In any case where several matters are required to be certified by, or 

covered by an opinion of, any specified Person, it is not necessary that all 

such matters be certified by, or covered by the opinion of, only one such 

Person, or that they be so certified or covered by only one document, but one 

such Person may certify or give an opinion with respect to some matters and one 

or more such Persons as to other matters, and any such Person may certify or 

give an opinion as to such matters in one or several documents. 

 

     Any certificate or opinion of an Officer of the General Partner, an Issuer 

or any Subsidiary Guarantor may be based, insofar as it relates to legal 

matters, upon a certificate or opinion of, or representations by, counsel, 

unless such Officer knows, or in the exercise of reasonable care should know, 

that the certificate or opinion or representations with respect to the matters 

upon which his certificate or opinion is based are erroneous. Any such 

certificate or Opinion of Counsel may be based, and may state that it is so 

based, insofar as it relates to factual matters, upon a certificate or opinion 

of, or representations by, an Officer or Officers of the General Partner, an 

Issuer or such Subsidiary Guarantor stating that the information with respect to 

such factual matters is in possession of the General Partner, an Issuer or such 

Subsidiary Guarantor, unless such counsel knows, or in the exercise of 

reasonable care should know, that the certificate of opinion or representations 

with respect to such matters are erroneous. 

 

     Where any Person is required to make, give or execute two or more 

applications, requests, consents, certificates, statements, opinions or other 

instruments under this Indenture, they may, but need not, be consolidated and 

form one instrument. 

 

SECTION 13.05. STATEMENTS REQUIRED IN CERTIFICATE OR OPINION. 

 

     Each certificate or opinion with respect to compliance with a condition or 

covenant provided for in this Indenture (other than a certificate provided 

pursuant to TIA Section 314(a)(4)) shall comply with the provisions of TIA 

Section 314(e) and shall include: 

 

     (a) a statement that the Person making such certificate or opinion has read 

such covenant or condition; 

 

     (b) a brief statement as to the nature and scope of the examination or 

investigation upon which the statements or opinions contained in such 

certificate or opinion are based; 

 

     (c) a statement that, in the opinion of such Person, he or she has made 

such examination or investigation as is necessary to enable him or her to 

express an informed opinion as to whether or not such covenant or condition has 

been satisfied; and 
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     (d) a statement as to whether or not, in the opinion of such Person, such 

condition or covenant has been satisfied. 

 

SECTION 13.06. RULES BY TRUSTEE AND AGENTS. 

 

     The Trustee may make reasonable rules for action by or at a meeting of 

Holders. The Registrar or Paying Agent may make reasonable rules and set 

reasonable requirements for its functions. 

 

SECTION 13.07. NO PERSONAL LIABILITY OF DIRECTORS, OFFICERS, PARTNERS, 

               EMPLOYEES, INCORPORATORS, STOCKHOLDERS AND MEMBERS. 

 

     No past, present or future director, officer, partner, employee, 

incorporator, stockholder or member of either of the Issuers, the General 

Partner or any Subsidiary Guarantor, as such, shall have any liability for any 

Obligations of either of the Issuers or any Subsidiary Guarantor under the 

Notes, this Indenture or the Guarantees or for any claim based on, in respect 

of, or by reason of, such Obligations or their creation. Each Holder by 

accepting a Note waives and releases all such liability. The waiver and release 

are part of the consideration for issuance of the Notes. 

 

SECTION 13.08. GOVERNING LAW. 

 

     THE INTERNAL LAW OF THE STATE OF NEW YORK SHALL GOVERN AND BE USED TO 

CONSTRUE THIS INDENTURE, THE NOTES AND THE GUARANTEES. 

 

SECTION 13.09. NO ADVERSE INTERPRETATION OF OTHER AGREEMENTS. 

 

     This Indenture may not be used to interpret any other indenture, loan or 

debt agreement of either of the Issuers or any Subsidiary of the Partnership or 

of any other Person. Any such indenture, loan or debt agreement may not be used 

to interpret this Indenture or the Guarantees. 

 

SECTION 13.10. SUCCESSORS. 

 

     All agreements of the Issuers and the Subsidiary Guarantors in this 

Indenture, the Notes and the Guarantees shall bind its successors. All 

agreements of the Trustee in this Indenture shall bind their respective 

successors. 

 

SECTION 13.11. SEVERABILITY. 

 

     In case any provision in this Indenture, the Notes or the Guarantees shall 

be invalid, illegal or unenforceable, the validity, legality and enforceability 

of the remaining provisions shall not in any way be affected or impaired 

thereby. 
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SECTION 13.12. COUNTERPART ORIGINALS. 

 

     The parties may sign any number of copies of this Indenture. Each signed 

copy shall be an original, but all of them together represent the same 

agreement. 

 

SECTION 13.13. TABLE OF CONTENTS, HEADINGS, ETC. 

 

     The Table of Contents, Cross-Reference Table and Headings of the Articles 

and Sections of this Indenture have been inserted for convenience of reference 

only, are not to be considered a part of this Indenture and shall in no way 

modify or restrict any of the terms or provisions hereof. 

 

                         [Signatures on following page] 
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     IN WITNESS WHEREOF, the parties have executed this Indenture as of the date 

first written above. Issuers: 

 

                               EL PASO ENERGY PARTNERS, L.P. 

 

 

                               By: EL PASO ENERGY PARTNERS COMPANY, as General 

                                    Partner 

 

                               By: /s/ Keith Forman 

                                   --------------------------------------------- 

                               Name: Keith Forman 

                                     ------------------------------------------- 

                               Title: Vice President and Chief Financial Officer 

                                     ------------------------------------------- 

 

 

                               EL PASO ENERGY PARTNERS FINANCE CORPORATION 

 

 

                               By: /s/ Keith Forman 

                                   --------------------------------------------- 

                               Name: Keith Forman 

                                     ------------------------------------------- 

                               Title: Vice President and Chief Financial Officer 

                                     ------------------------------------------ 

 

 



 

 

 

Subsidiary Guarantors: 

 

 

CRYSTAL HOLDING, L.L.C.* 

CHACO LIQUIDS PLANT TRUST 

   By: EL PASO ENERGY PARTNERS OPERATING 

      COMPANY, L.L.C., in its capacity as trustee of the 

      Chaco Liquids Plant Trust* 

EL PASO ENERGY INTRASTATE, L.P.* 

EL PASO ENERGY PARTNERS OIL TRANSPORT, L.L.C.* 

EL PASO ENERGY PARTNERS OPERATING 

      COMPANY, L.L.C.* 

EL PASO ENERGY WARWINK I COMPANY, L.P.* 

EL PASO ENERGY WARWINK II COMPANY, L.P.* 

EL PASO OFFSHORE GATHERING & TRANSMISSION, L.P.* 

EL PASO SOUTH TEXAS, L.P.* 

EPGT TEXAS PIPELINE, L.P.* 

EPN ALABAMA INTRASTATE, L.L.C.* 

EPN FIELD SERVICES, L.L.C.* 

EPN GATHERING AND TREATING COMPANY, L.P.* 

EPN GATHERING AND TREATING GP HOLDING, L.L.C.* 

EPN GP HOLDING, L.L.C.* 

EPN GP HOLDING I, L.L.C.* 

EPN GULF COAST, L.P.* 

EPN HOLDING COMPANY, L.P.* 

EPN HOLDING COMPANY I, L.P.* 

EPN NGL STORAGE, L.L.C.* 

EPN PIPELINE GP HOLDING, L.L.C.* 

FIRST RESERVE GAS, L.L.C.* 

FLEXTREND DEVELOPMENT COMPANY, L.L.C.* 

HATTIESBURG GAS STORAGE COMPANY* 

   By: FIRST RESERVE GAS, L.L.C., in its capacity as 50% 

      general partner of Hattiesburg Gas Storage Company* 

   By: HATTIESBURG INDUSTRIAL GAS SALES, L.L.C., in its 

      capacity as 50% general partner of Hattiesburg Gas Storage 

      Company* 

HATTIESBURG INDUSTRIAL GAS SALES, L.L.C.* 

HIGH ISLAND OFFSHORE SYSTEM, L.L.C. 

   By: EL PASO ENERGY PARTNERS, L.P., 

      its sole member* 

MANTA RAY GATHERING COMPANY, L.L.C.* 

PETAL GAS STORAGE, L.L.C.* 

POSEIDON PIPELINE COMPANY, L.L.C.* 

WARWINK GATHERING AND TREATING COMPANY* 

 

 

 



 

 

 

 

   By: EL PASO ENERGY WARWINK I COMPANY, L.P., in its 

      capacity as 99% general partner of Warwink Gathering and 

      Treating Company* 

   By: EL PASO ENERGY WARWINK II COMPANY, L.P., in its 

      capacity as 1% general partner of Warwink Gathering and 

      Treating Company* 

 

 

                               By: /s/ Keith Forman 

                                   --------------------------------------------- 

                               Name: Keith Forman 

                                     ------------------------------------------- 

                               Title: Vice President and Chief Financial Officer 

                                      ------------------------------------------ 

 

 



 

 

 

                                Trustee: 

 

 

                                JPMORGAN CHASE BANK, as Trustee 

 

 

                                By: /s/ Cary Gilliam 

                                   ------------------ 

                                Name: Cary Gilliam 

                                     ---------------- 

                                Title: Vice President 

                                      --------------- 
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Schedule of Subsidiary Guarantors 

 

Chaco Liquids Plant Trust 

Crystal Holding, L.L.C. 

El Paso Energy Intrastate, L.P. 

El Paso Energy Partners Oil Transport, L.L.C. 

El Paso Energy Partners Operating Company, L.L.C 

El Paso Energy Warwink I Company, L.P. 

El Paso Energy Warwink II Company, L.P. 

El Paso Offshore Gathering & Transmission, L.P. 

El Paso South Texas, L.P. 

EPGT Texas Pipeline, L.P. 

EPN Alabama Intrastate, L.L.C. 

EPN Field Services,L.L.C. 

EPN Gathering and Treating Company, L.P. 

EPN Gathering and Treating GP Holding, L.L.C. 

EPN GP Holding, L.L.C. 

EPN GP Holding I, L.L.C. 

EPN Gulf Coast, L.P. 

EPN Holding Company, L.P. 

EPN Holding Company I, L.P. 

EPN NGL Storage, L.L.C. 

EPN Pipeline GP Holding, L.L.C. 

First Reserve Gas, L.L.C. 

Flextrend Development Company, L.L.C. 

Hattiesburg Gas Storage Company 

Hattiesburg Industrial Gas Sales, L.L.C. 

High Island Offshore System, L.L.C. 

Manta Ray Gathering Company, L.L.C. 

Petal Gas Storage, L.L.C. 

Poseidon Pipeline Company, L.L.C. 

Warwink Gathering and Treating Company 
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                                                                       EXHIBIT A 

 

                                 (Face of Note) 

 

THIS GLOBAL NOTE IS HELD BY THE DEPOSITARY (AS DEFINED IN THE INDENTURE 

GOVERNING THIS NOTE) OR ITS NOMINEE IN CUSTODY FOR THE BENEFIT OF THE BENEFICIAL 

OWNERS HEREOF, AND IS NOT TRANSFERABLE TO ANY PERSON UNDER ANY CIRCUMSTANCES 

EXCEPT THAT (I) THE TRUSTEE MAY MAKE SUCH NOTATIONS HEREON AS MAY BE REQUIRED 

PURSUANT TO SECTION 2.06 OF THE INDENTURE, (II) THIS GLOBAL NOTE MAY BE 

EXCHANGED PURSUANT TO SECTION 2.06(a) OF THE INDENTURE, (III) THIS GLOBAL NOTE 

MAY BE DELIVERED TO THE TRUSTEE FOR CANCELLATION PURSUANT TO SECTION 2.11 OF THE 

INDENTURE AND (IV) THIS GLOBAL NOTE MAY BE TRANSFERRED TO A SUCCESSOR DEPOSITARY 

WITH THE PRIOR WRITTEN CONSENT OF THE ISSUERS.(1) 

 

UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR NOTES IN DEFINITIVE 

FORM, THIS NOTE MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITARY TO A 

NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR 

ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A 

SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR DEPOSITARY. UNLESS THIS 

CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY TRUST 

COMPANY (55 WATER STREET, NEW YORK, NEW YORK) ("DTC"), TO THE ISSUER OR THEIR 

AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY CERTIFICATE 

ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR SUCH OTHER NAME AS MAY BE 

REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO 

CEDE & CO. OR SUCH OTHER ENTITY AS MAY BE REQUESTED BY AN AUTHORIZED 

REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR 

OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER 

HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.(1) 

 

*THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSUED IN A TRANSACTION EXEMPT 

FROM REGISTRATION UNDER THE UNITED STATES SECURITIES ACT OF 1933 (THE 

"SECURITIES ACT"), AND THIS NOTE MAY NOT BE OFFERED, SOLD OR OTHERWISE 

TRANSFERRED IN THE ABSENCE OF SUCH REGISTRATION OR AN APPLICABLE EXEMPTION 

THEREFROM. EACH PURCHASER OF THIS NOTE IS HEREBY NOTIFIED THAT THE SELLER OF 

THIS NOTE MAY BE RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF 

THE SECURITIES ACT PROVIDED BY RULE 144A THEREUNDER. 

 

THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT OF THE ISSUERS OF THIS NOTE THAT: 

(A) THIS NOTE MAY BE OFFERED, RESOLD, PLEDGED OR OTHERWISE TRANSFERRED, ONLY (I) 

TO EL PASO ENERGY PARTNERS, L.P., EL PASO ENERGY PARTNERS FINANCE CORPORATION, 

OR ANY OF THEIR SUBSIDIARIES, (II) IN THE UNITED STATES TO A PERSON WHOM THE 

SELLER REASONABLY BELIEVES IS A 
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QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) 

IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A, (III) OUTSIDE THE UNITED 

STATES IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 UNDER THE 

SECURITIES ACT, (IV) PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER THE 

SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER (IF AVAILABLE), (V) TO AN 

INSTITUTIONAL "ACCREDITED INVESTOR" WITHIN THE MEANING OF RULE 501(A)(1), (2), 

(3) OR (7) UNDER THE SECURITIES ACT THAT IS AN INSTITUTIONAL ACCREDITED INVESTOR 

ACQUIRING THE SECURITY FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF SUCH 

INSTITUTIONAL ACCREDITED INVESTOR, IN EACH CASE IN A MINIMUM PRINCIPAL AMOUNT OF 

THE SECURITIES OF $250,000, FOR INVESTMENT PURPOSES AND NOT WITH A VIEW TO OR 

FOR OFFER OR SALE IN CONNECTION WITH ANY DISTRIBUTION IN VIOLATION OF THE 

SECURITIES ACT, OR (VI) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER 

THE SECURITIES ACT, IN EACH OF CASES (I) THROUGH (VI) IN ACCORDANCE WITH ANY 

APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES, AND (B) THE HOLDER 

WILL, AND EACH SUBSEQUENT HOLDER IS REQUIRED TO, NOTIFY ANY PURCHASER OF THIS 

NOTE FROM IT OF THE RESALE RESTRICTIONS REFERRED TO IN (A) ABOVE. 

 

                                                              CUSIP: 

                                                                    ---------- 

         8 1/2% [Series A] [Series B] Senior Subordinated Note due 2010 

 

No.                                                                $ 

   ----------                                                       ---------- 

                          EL PASO ENERGY PARTNERS, L.P. 

                                       and 

                   EL PASO ENERGY PARTNERS FINANCE CORPORATION 

 

promise to pay to _______________________ or registered assigns, the principal 

sum of _________________________ Dollars of the United States of America or such 

greater or lesser amount as may from time to time be endorsed on the Schedule of 

Exchanges of Interests in the Global Note(1) on June 1, 2010. 

 

Interest Payment Dates: June 1 and December 1 of each year 

 

Record Dates: May 15 and November 15 

 

Reference is hereby made to the further provisions of this Note set forth on the 

reverse hereof, which further provisions shall for all purposes have the same 

effect as if set forth at this place. 

 

- ---------- 

 

(1) This is included in Global Notes only 

 

*  Legend appears only on the Series A Notes. 
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Unless the certificate of authorization hereon has been duly executed by the 

Trustee referred to on the reverse hereof by manual signature, this Note shall 

not be entitled to any benefit of this Indenture or be valid or obligatory for 

any purpose. 

 

Dated: 

      ---------- ---, ----- 

 

 

 

 

 

EL PASO ENERGY PARTNERS FINANCE        EL PASO ENERGY PARTNERS, L.P. 

CORPORATION 

 

                                       By: El Paso Energy Partners Company, 

                                           as General Partner 

 

 

By:                                    By: 

   ------------------------------         ------------------------------------- 

Name:                                  Name: 

     ----------------------------           ----------------------------------- 

Title:                                 Title: 

      ---------------------------            ----------------------------------- 

 

 

Certificate of Authentication: 

 

This is one of the Notes referred to in the within-mentioned Indenture. 

 

JPMORGAN CHASE BANK, as Trustee 

 

 

By: 

   ------------------------------- 

   Authorized Signatory 

 

Date of Authentication: 

                        ---------- ---,----- 

 

 

                                Exhibit A Page 3 

 

 



 

 

 

 

                                 [Back of Note] 

         8 1/2% [Series A] [Series B] Senior Subordinated Note due 2010 

 

     Capitalized terms used herein shall have the meanings assigned to them in 

the Indenture referred to below unless otherwise indicated. 

 

     1. Interest. El Paso Energy Partners, L.P., a Delaware limited partnership 

(the "Partnership"), and El Paso Energy Partners Finance Corporation, a Delaware 

corporation ("El Paso Finance" and, together with the Partnership, the 

"Issuers"), promise to pay interest on the principal amount of this Note at 8 

1/2% per annum and shall pay any Liquidated Damages payable pursuant to Section 

5 of the Registration Rights Agreement referred to below. The Issuers will pay 

interest and Liquidated Damages, if any, semi-annually on June 1 and December 1 

of each year, or if any such day is not a Business Day, on the next succeeding 

Business Day (each an "Interest Payment Date"). Interest on the Notes will 

accrue from the most recent date to which interest has been paid or, if no 

interest has been paid, from the Issue Date; provided that if there is no 

existing Default in the payment of interest, and if this Note is authenticated 

between a record date referred to on the face hereof and the next succeeding 

Interest Payment Date, interest shall accrue from such next succeeding Interest 

Payment Date; provided, further, that the first Interest Payment Date shall be 

June 1, 2003. The Issuers shall pay interest (including post-petition interest 

in any proceeding under any Bankruptcy Law) on overdue principal and premium, if 

any, from time to time on demand at the rate then in effect; the Issuers shall 

pay interest (including post-petition interest in any proceeding under any 

Bankruptcy Law) on overdue installments of interest and Liquidated Damages 

(without regard to any applicable grace periods) from time to time on demand at 

the same rate to the extent lawful. Interest will be computed on the basis of a 

360-day year comprised of twelve 30-day months. 

 

     2. Method of Payment. The Issuers will pay interest on the Notes (except 

defaulted interest) and Liquidated Damages to the Persons who are registered 

Holders of Notes at the close of business on the May 15 or November 15 next 

preceding the Interest Payment Date, even if such Notes are cancelled after such 

record date and on or before such Interest Payment Date, except as provided in 

Section 2.12 of the Indenture with respect to defaulted interest. The Notes will 

be payable as to principal, premium and interest and Liquidated Damages, if any, 

at the office or agency of the Paying Agent and Registrar maintained for such 

purpose within the City and State of New York, or, at the option of the Issuers, 

payment of interest and Liquidated Damages, if any, may be made by check mailed 

to the Holders at their addresses set forth in the register of Holders, and 

provided that payment by wire transfer of immediately available funds will be 

required with respect to principal of and interest, premium and Liquidated 

Damages, if any, on, all Global Notes and all other Notes the Holders of which 

shall have provided wire transfer instructions to the Issuers or the Paying 

Agent. Such payment shall be in such coin or currency of the United States of 

America as at the time of payment is legal tender for payment of public and 

private debts. 

 

     3. Paying Agent and Registrar. Initially, JPMorgan Chase Bank, the Trustee 

under the Indenture, will act as Paying Agent and Registrar. The Issuers may 

change any Paying Agent or Registrar without notice to any Holder. The Issuers 

or any of the Subsidiary Guarantors may act in any such capacity. 
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     4. Indenture. The Issuers issued the Notes under an Indenture dated as of 

March 24, 2003 ("Indenture") among the Issuers, the Subsidiary Guarantors and 

the Trustee. The terms of the Notes include those stated in the Indenture and 

those made part of the Indenture by reference to the Trust Indenture Act of 

1939, as amended (15 U.S. Code Sections 77aaa-77bbbb). The Notes are subject to 

all such terms, and Holders are referred to the Indenture and such Act for a 

statement of such terms. To the extent any provision of this Note conflicts with 

the express provisions of the Indenture, the provisions of the Indenture shall 

govern and be controlling. The Notes are unsecured general obligations of the 

Issuers. Payment of the Notes and Guarantees and related obligations are 

subordinated to the prior payment in full in cash of Senior Debt and Guarantor 

Senior Debt to the extent provided in the Indenture. 

 

     5. Optional Redemption. 

 

     (a) Except as set forth in subparagraph (b) of this Paragraph 5, the 

Issuers shall not have the option to redeem the Notes prior to June 1, 2007. 

From and after June 1, 2007, the Issuers shall have the option to redeem the 

Notes, in whole or in part, upon not less than 30 nor more than 60 days' notice, 

at the redemption prices (expressed as percentages of principal amount) set 

forth below plus accrued and unpaid interest, if any, and Liquidated Damages, if 

any, thereon to the applicable redemption date, if redeemed during the 

twelve-month period beginning on June 1st of the years indicated below: 

 

YEAR PERCENTAGE - ---- ----------

2007...............................................................

104.250%

2008...............................................................

102.125% 2009 and

thereafter................................................ 100%

 

 

 

     (b) Notwithstanding the provisions of subparagraph (a) of this Paragraph 5, 

at any time prior to June 1, 2006, the Issuers may (but shall not have the 

obligation to) redeem, on one or more occasions, up to an aggregate of 33% of 

the aggregate principal amount of Notes originally issued under this Indenture 

at a redemption price equal to 108.500% of the principal amount thereof, plus 

accrued and unpaid interest and Liquidated Damages, if any, thereon, to the 

redemption date, with the net cash proceeds of one or more Equity Offerings; 

provided that at least 67% of the aggregate principal amount of Notes remains 

outstanding immediately after the occurrence of such redemption (excluding for 

purposes of determining the Notes that remain outstanding any Notes held by the 

Issuers or any Restricted Subsidiary of the Partnership); and provided further, 

that such redemption shall occur within 90 days of the date of the closing of 

such Equity Offering. 

 

     6. Mandatory Redemption. Except as set forth in paragraph 7 below, the 

Issuers shall not be required to make mandatory redemption payments with respect 

to the Notes. 

 

     7. Repurchase at Option of Holder. 

 

     (a) If there is a Change of Control, each Holder of Notes will have the 

right to require the Issuers to repurchase all or any part (equal to $1,000 or 

an integral multiple thereof) of such Holder's Notes (the "Change of Control 

Offer") at a purchase price equal to 101% of the 
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aggregate principal amount of the Notes repurchased plus accrued and unpaid 

interest, if any, thereon, and Liquidated Damages, if any, thereon, to the date 

of purchase. Within 30 days following any Change of Control, the Issuers shall 

mail a notice to each Holder setting forth the procedures governing the Change 

of Control Offer as required by the Indenture and information regarding such 

other matters as is required under Section 4.06 of the Indenture. The Holder of 

this Note may elect to have this Note or a portion hereof in an authorized 

denomination purchased by completing the form entitled "Option of Holder to 

Elect Purchase" appearing below and tendering this Note pursuant to the Change 

of Control Offer. 

 

     (b) If the Issuers or any Restricted Subsidiary of the Partnership 

consummates an Asset Sale, the Issuers shall promptly commence a pro rata offer 

to all Holders of Notes and all holders of other Indebtedness that is pari passu 

with the Notes containing provisions similar to those set forth in the Indenture 

with respect to offers to purchase or redeem with the proceeds of sales of 

assets (an "Asset Sale Offer") pursuant to Section 3.09 of the Indenture to 

purchase the maximum principal amount of Notes and such other pari passu 

Indebtedness that may be purchased out of the Excess Proceeds at an offer price 

in cash in an amount equal to 100% of the principal amount thereof plus accrued 

and unpaid interest thereon, if any, and Liquidated Damages (in the case of the 

Notes) thereon, if any, to the date of purchase in accordance with the 

procedures set forth in the Indenture. If the aggregate principal amount of 

Notes surrendered by Holders thereof exceeds the amount of Excess Proceeds 

allocated for repurchase of Notes, the Trustee shall select the Notes to be 

purchased on a pro rata basis. Holders of Notes that are the subject of an offer 

to purchase will receive an Asset Sale Offer from the Issuers prior to any 

related purchase date and may elect to have such Notes purchased by completing 

the form entitled "Option of Holder to Elect Purchase" on the reverse of the 

Notes. 

 

     8. Notice of Redemption. Notice of redemption will be mailed at least 30 

days but not more than 60 days before the redemption date to each Holder whose 

Notes are to be redeemed at its registered address. Notes in denominations 

larger than $1,000 may be redeemed in part but only in whole multiples of 

$1,000, unless all of the Notes held by a Holder are to be redeemed. On and 

after the redemption date interest and Liquidated Damages, if any, cease to 

accrue on Notes or portions thereof called for redemption unless the Issuers 

defaults in making such redemption payment. 

 

     9. Denominations, Transfer, Exchange. The Notes are in registered form 

without coupons in denominations of $1,000 and integral multiples of $1,000. The 

transfer of Notes may be registered and Notes may be exchanged as provided in 

the Indenture. The Registrar and the Trustee may require a Holder, among other 

things, to furnish appropriate endorsements and transfer documents and the 

Issuers may require a Holder to pay any taxes and fees required by law or 

permitted by the Indenture. The Issuers need not exchange or register the 

transfer of any Note or portion of a Note selected for redemption, except for 

the unredeemed portion of any Note being redeemed in part. Also, it need not 

exchange or register the transfer of any Notes for a period of 15 days before 

the mailing of a notice of redemption or during the period between a record date 

and the corresponding Interest Payment Date. 

 

     10. Persons Deemed Owners. The registered Holder of a Note may be treated 

as its owner for all purposes. 
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     11. Amendment, Supplement and Waiver. Subject to certain exceptions, the 

Indenture or the Notes may be amended or supplemented with the consent of the 

Holders of at least a majority in principal amount of the then outstanding 

Notes, and any existing default or compliance with any provision of the 

Indenture, the Guarantees, or the Notes may be waived with the consent of the 

Holders of a majority in principal amount of the then outstanding Notes. Without 

the consent of any Holder of a Note, the Indenture, the Guarantees, or the Notes 

may be amended or supplemented to cure any ambiguity, defect or inconsistency, 

to provide for uncertificated Notes in addition to or in place of certificated 

Notes, to provide for the assumption of an Issuer's or a Subsidiary Guarantor's 

obligations to Holders of the Notes in case of a merger or consolidation or sale 

of all or substantially all of such Issuer's or Subsidiary Guarantor's assets, 

to add or release Subsidiary Guarantors pursuant to the terms of the Indenture, 

to make any change that would provide any additional rights or benefits to the 

Holders of the Notes or surrender any right or power conferred upon the Issuers 

or the Subsidiary Guarantors by the Indenture that does not adversely affect the 

rights under the Indenture of any such Holder, to comply with the requirements 

of the SEC in order to effect or maintain the qualification of the Indenture 

under the Trust Indenture Act, to evidence or provide for the acceptance of 

appointment under the Indenture of a successor Trustee, to add additional Events 

of Default or to secure the Notes and/or the Guarantees. 

 

     12. Defaults and Remedies. Events of Default include in summary form: (i) 

default for 30 days in the payment when due of interest on or Liquidated 

Damages, if any, with respect to the Notes (whether or not prohibited by Article 

10 of the Indenture); (ii) default in payment when due of the principal of or 

premium, if any, on the Notes (whether or not prohibited by Article 10 of the 

Indenture); (iii) failure by the Partnership or any of its Restricted 

Subsidiaries to comply with Sections 3.09, 4.06 and 4.07 of the Indenture; (iv) 

failure by the Partnership for 60 days after notice to the Issuers by the 

Trustee or to the Issuers and the Trustee by Holders of at least 25% in 

principal amount of the Notes then outstanding to comply with certain other 

agreements in the Indenture or the Notes (provided that no such notice need be 

given, and an Event of Default shall occur, 60 days after a failure by an Issuer 

or any Restricted Subsidiary of the Partnership to comply with the covenants in 

section 4.08, 4.09 or 5.01 of the Indenture, unless theretofore cured); (v) 

default under any mortgage, indenture or instrument under which there may be 

issued or by which there may be secured or evidenced any Indebtedness for money 

borrowed by an Issuer or any Restricted Subsidiary of the Partnership (or the 

payment of which is guaranteed by an Issuer or any Restricted Subsidiary of the 

Partnership), whether such Indebtedness or guarantee now exists, or is created 

after the date of the Indenture, if that default (a) is caused by a failure to 

pay principal of or premium, if any, or interest on such Indebtedness prior to 

the expiration of the grace period provided in such Indebtedness on the date of 

such default (a "Payment Default") or (b) results in the acceleration of such 

Indebtedness prior to its express maturity and, in each case, the principal 

amount of any such Indebtedness, together with the principal amount of any other 

such Indebtedness under which there has been a Payment Default or the maturity 

of which has been so accelerated, aggregates $20.0 million or more; (vi) the 

failure by an Issuer or any Restricted Subsidiary of the Partnership to pay 

final judgments by courts of competent jurisdiction aggregating in excess of 

$10.0 million, which judgments are not paid, discharged or stayed for a period 

of 60 days; (vii) except as permitted by the Indenture, any Guarantee of a 

Subsidiary Guarantor shall be held in any judicial proceeding to be 

unenforceable or invalid or shall cease for any reason to be in force and effect 

or any Subsidiary Guarantor, or any Person acting on behalf of any Subsidiary 
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Guarantor, shall deny or disaffirm its obligations under its Guarantee; and 

(viii) certain events of bankruptcy or insolvency with respect to an Issuer or 

any Restricted Subsidiary of the Partnership that is a Significant Subsidiary or 

any group of Restricted Subsidiaries that, taken as a whole, would constitute a 

Significant Subsidiary. If any Event of Default occurs and is continuing, the 

Trustee or the Holders of at least 25% in principal amount of the then 

outstanding Notes may declare all the Notes to be due and payable. 

Notwithstanding the foregoing, so long as any Credit Facility shall be in full 

force and effect, if an Event of Default pursuant to clause (v) above with 

regard to such Credit Facility shall have occurred and be continuing, the Notes 

shall not become due and payable until the earlier to occur of (x) five Business 

Days following delivery of written notice of such acceleration of the Notes to 

the agent under such Credit Facility and (y) the acceleration of any 

Indebtedness under such Credit Facility. Notwithstanding the foregoing, in the 

case of an Event of Default arising from certain events of bankruptcy or 

insolvency, with respect to an Issuer, any Restricted Subsidiary of the 

Partnership constituting a Significant Subsidiary or any group of Restricted 

Subsidiaries of the Partnership that, taken together, would constitute a 

Significant Subsidiary, all outstanding Notes will become due and payable 

without further action or notice. Holders may not enforce the Indenture or the 

Notes except as provided in the Indenture. Subject to certain limitations, 

Holders of a majority in principal amount of the then outstanding Notes may 

direct the Trustee in its exercise of any trust or power. The Trustee may 

withhold from Holders of the Notes notice of any continuing Default or Event of 

Default (except a Default or Event of Default relating to the payment of 

principal or interest) if it determines that withholding notice is in their 

interest. 

 

The Holders of a majority in aggregate principal amount of the Notes then 

outstanding by notice to the Trustee may on behalf of the Holders of all of the 

Notes waive any existing Default or Event of Default and its consequences under 

the Indenture except a continuing Default or Event of Default in the payment of 

interest or Liquidated Damages, if any, on, or the principal or premium, if any, 

of the Notes. The Partnership is required to deliver to the Trustee annually a 

statement regarding compliance with the Indenture, and the Issuers are required 

upon becoming aware of any Default or Event of Default, to deliver to the 

Trustee a statement specifying such Default or Event of Default. 

 

     13. Ranking. Payment and principal, premium, if any, and interest on, and 

other Obligations with respect to, the Notes is subordinated, in the manner and 

to the extent set forth in the Indenture, to prior payment in full of all Senior 

Debt. 

 

     14. Trustee Dealings with Partnership. The Trustee, in its individual or 

any other capacity, may make loans to, accept deposits from, and perform 

services for the Partnership or its Affiliates, and may otherwise deal with the 

Partnership or its Affiliates, as if it were not the Trustee. 

 

     15. No Recourse Against General Partner. The General Partner shall not have 

any liability for any Obligations of either of the Issuers or any Subsidiary 

Guarantor under the Notes, the Indenture or the Guarantees, or for any claim 

based on, in respect of, or by reason of, such Obligations or their creation. 

Each Holder by accepting a Note waives and releases all such liability. The 

waiver and release are part of the consideration for the issuance of the Notes. 
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     16. No Recourse Against Others. A past, present or future director, 

officer, partner, employee, incorporator, stockholder or member of an Issuer, 

the General Partner or any Subsidiary Guarantor, as such, shall not have any 

liability for any Obligations of either of the Issuers or any Subsidiary 

Guarantor under the Notes, the Indenture or the Guarantees or for any claim 

based on, in respect of, or by reason of, such Obligations or their creation. 

Each Holder by accepting a Note waives and releases all such liability. The 

waiver and release are part of the consideration for the issuance of the Notes. 

 

     17. Authentication. This Note shall not be valid until authenticated by the 

manual signature of the Trustee or an authenticating agent. 

 

     18. Abbreviations. Customary abbreviations may be used in the name of a 

Holder or an assignee, such as: TEN COM (= tenants in common), TEN ENT (= 

tenants by the entireties), JT TEN (= joint tenants with right of survivorship 

and not as tenants in common), CUST (= Custodian), and U/G/M/A (= Uniform Gifts 

to Minors Act). 

 

     19. Additional Rights and Obligations of Holders of Restricted Global Notes 

and Restricted Definitive Notes. In addition to the rights provided to Holders 

of Notes under the Indenture, Holders of Restricted Global Notes and Restricted 

Certificated Notes shall have all the rights and obligations set forth in the 

Registration Rights Agreement dated as of March 24, 2003, among the Issuers, the 

Subsidiary Guarantors and the parties named on the signature pages thereof (the 

"Registration Rights Agreement"). 

 

     20. CUSIP Numbers. Pursuant to a recommendation promulgated by the 

Committee on Uniform Security Identification Procedures, the Issuers have caused 

CUSIP numbers to be printed on the Notes and the Trustee may use CUSIP numbers 

in notices of redemption as a convenience to Holders. No representation is made 

as to the accuracy of such numbers either as printed on the Notes or as 

contained in any notice of redemption and reliance may be placed only on the 

other identification numbers placed thereon. 

 

     The Issuers will furnish to any Holder upon written request and without 

charge a copy of the Indenture and/or the Registration Rights Agreement. 

 

           Requests may be made to: 

 

                    El Paso Energy Partners, L.P. 

                    4 Greenway Plaza 

                    Houston, Texas 77046 

                    Attention: Chief Financial Officer 

 

           with a copy to: 

 

                    Akin, Gump, Strauss, Hauer & Feld, L.L.P. 

                    1900 Pennzoil Place, South Tower 

                    711 Louisiana Street 

                    Houston, Texas  77002 

                    Attention:  J. Vincent Kendrick 
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                              [FORM OF ASSIGNMENT] 

 

     To assign this Note, fill in the form below: (I) or (we) assign and 

transfer this Note to: 

 

 

- -------------------------------------------------------------------------------- 

                  (Insert assignee's soc. sec. or tax I.D. no.) 

 

 

 

- -------------------------------------------------------------------------------- 

             (Print or type name, address and zip code of assignee) 

 

 

and irrevocably appoint ________________________________________________________ 

to transfer this Note on the books of the Issuers. The agent may substitute 

another to act for him. 

 

 

 

Date:                     Your Signature: 

     --------------------                ---------------------------------- 

                                        (Sign exactly as name appears 

                                         on the other side of this Security) 

 

                              Signature Guarantee* 

 

- ---------- 

 

*          NOTICE: The Signature must be guaranteed by an Institution which is a 

           member of one of the following recognized signature Guarantee 

           Programs: (i) The Securities Transfer Agent Medallion Program 

           (STAMP); (ii) The New York Stock Exchange Medallion Program (MNSP); 

           (iii) The Stock Exchange Medallion Program (SEMP); or (iv) in such 

           other guarantee program acceptable to the Trustee. 
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                       OPTION OF HOLDER TO ELECT PURCHASE 

 

     If you want to elect to have this Note purchased by the Issuers pursuant to 

Section 3.09, 4.07 or 4.06 of the Indenture, check the box below: 

 

 

     [ ]Section 3.09 and 4.07             [ ]Section 4.06 

 

     If you want to elect to have only part of the Note purchased by the Issuers 

pursuant to Section 3.09, 4.07 or Section 4.06 of the Indenture, state the 

amount you elect to have purchased (must be an integral multiple of $1,000): 

 

 

$ 

 ---------- 

 

Date:                     Your Signature: 

     --------------------                ---------------------------------- 

                                        (Sign exactly as name appears 

                                         on the other side of this Security) 

 

 

                                        Tax Identification No. 

                                                              ---------- 

 

                              Signature Guarantee** 

 

- ---------- 

 

**         NOTICE: The Signature must be guaranteed by an Institution which is a 

           member of one of the following recognized signature Guarantee 

           Programs: (i) The Securities Transfer Agent Medallion Program 

           (STAMP); (ii) The New York Stock Exchange Medallion Program (MNSP); 

           (iii) The Stock Exchange Medallion Program (SEMP); or (iv) in such 

           other guarantee program acceptable to the Trustee. 
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             SCHEDULE OF EXCHANGES OF INTERESTS IN THE GLOBAL NOTE* 

 

     The following exchanges of a part of this Global Note for an interest in 

another Global Note or for a Certificated Note, or exchanges of a part of 

another Global Note or Certificated Note for an interest in this Global Note, 

have been made: 

 

Principal

amount

Signature

of

authorized

of this

Global

Note

signatory

Amount of

decrease

Amount of

increase

following

such of

Trustee or

Note in

Principal

amount in

Principal

amount

decrease

Date of

Exchange

Custodian

of this

Global

Note of

this

Global

Note (or

increase)

- --------

-------- -

----------

----------

-- -------

----------

-- -------

----------

-- -------

----------

--

 

 

 

 

- ---------- 

 

*    This schedule should only be included if the Note is issued in global form. 
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                                                                       EXHIBIT B 

 

                         FORM OF CERTIFICATE OF TRANSFER 

 

JPMorgan Chase Bank 

700 Lavaca, 5th Floor 

Austin, Texas 78701 

Attention:  Corporate Trust Division 

 

[Registrar address block] 

 

                        Re:  8 1/2% Senior Subordinated Notes due 2010 of 

                             El Paso Energy Partners, L.P. and El Paso 

                             Energy Partners Finance Corporation 

 

     Reference is hereby made to the Indenture, dated as of March 24, 2003 (the 

"Indenture"), between El Paso Energy Partners, L.P. and El Paso Energy Partners 

Finance Corporation, as issuers (the "Issuers"), the Persons acting as 

guarantors and named herein (the "Subsidiary Guarantors") and JPMorgan Chase 

Bank, as trustee. Capitalized terms used but not defined herein shall have the 

meanings given to them in the Indenture. 

 

     ___________________________________________, (the "Transferor") owns and 

proposes to transfer the Note[s] or interest in such Note[s] specified in Annex 

A hereto, in the principal amount of $_________________________ in such Note[s] 

or interests (the "Transfer"), to _______________________________ (the 

"Transferee"), as further specified in Annex A hereto. In connection with the 

Transfer, the Transferor hereby certifies that: 

 

                             [CHECK ALL THAT APPLY] 

 

     1. [ ] Check if Transferee will take delivery of a beneficial interest in 

the 144A Global Note or a Certificated Note Pursuant to Rule 144A. The Transfer 

is being effected pursuant to and in accordance with Rule 144A under the United 

States Securities Act of 1933, as amended (the "Securities Act"), and, 

accordingly, the Transferor hereby further certifies that the beneficial 

interest or Certificated Note is being transferred to a Person that the 

Transferor reasonably believed and believes is purchasing the beneficial 

interest or Certificated Note for its own account, or for one or more accounts 

with respect to which such Person exercises sole investment discretion, and such 

Person and each such account is a "qualified institutional buyer" within the 

meaning of Rule 144A in a transaction meeting the requirements of Rule 144A and 

such Transfer is in compliance with any applicable blue sky securities laws of 

any state of the United States. Upon consummation of the proposed Transfer in 

accordance with the terms of the Indenture, the transferred beneficial interest 

or Certificated Note will be subject to the restrictions on transfer enumerated 

in the Private Placement Legend printed on the 144A Global Note and/or the 

Certificated Note and in the Indenture and the Securities Act. 

 

     2. [ ] Check if Transferee will take delivery of a beneficial interest in 

the Regulation S Global Note or a Certificated Note pursuant to Regulation S. 

The Transfer is being effected pursuant to and in accordance with Rule 903 or 

Rule 904 under the Securities Act and, accordingly, the Transferor hereby 

further certifies that (i) the Transfer is not being made to a person in the 

United States and (x) at the time the buy order was originated, the Transferee 

was outside the United States or such Transferor and any Person acting on its 

behalf reasonably believed and believes that the Transferee was 
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outside the United States or (y) the transaction was executed in, on or through 

the facilities of a designated offshore securities market and neither such 

Transferor nor any Person acting on its behalf knows that the transaction was 

prearranged with a buyer in the United States, (ii) no directed selling efforts 

have been made in contravention of the requirements of Rule 903(b) or Rule 

904(b) of Regulation S under the Securities Act, (iii) the transaction is not 

part of a plan or scheme to evade the registration requirements of the 

Securities Act, and (iv) if the proposed transfer is being made prior to the 

expiration of the Distribution Compliance Period, the transfer is not being made 

to a U.S. Person or for the account or benefit of a U.S. Person (other than an 

Initial Purchaser). Upon consummation of the proposed transfer in accordance 

with the terms of the Indenture, the transferred beneficial interest or 

Certificated Note will be subject to the restrictions on Transfer enumerated in 

the Private Placement Legend printed on the Regulation S Global Note and/or the 

Certificated Note and in the Indenture and the Securities Act. 

 

     3. [ ] Check and complete if Transferee will take delivery of a beneficial 

interest in the Restricted Global Note or a Certificated Note pursuant to any 

provision of the Securities Act other than Rule 144A or Regulation S. The 

Transfer is being effected in compliance with the transfer restrictions 

applicable to beneficial interests in Restricted Global Notes and Restricted 

Certificated Notes and pursuant to and in accordance with the Securities Act and 

any applicable blue sky securities laws of any state of the United States, and 

accordingly the Transferor hereby further certifies that (check one): 

 

     (a) [ ] such Transfer is being effected pursuant to and in accordance with 

Rule 144 under the Securities Act; 

 

                                       or 

 

     (b) [ ] such Transfer is being effected to the Partnership, El Paso Finance 

or a Restricted Subsidiary of the Partnership; 

 

                                       or 

 

     (c) [ ] such Transfer is being effected to an Institutional Accredited 

Investor and pursuant to an exemption from the registration requirements of the 

Securities Act other than Rule 144A, Rule 144 or Rule 904, and the Transferor 

hereby further certifies that the Transfer complies with the transfer 

restrictions applicable to beneficial interests in a Restricted Global Note or 

Restricted Certificated Notes and the requirements of the exemption claimed, 

which certification is supported by (1) a certificate executed by the Transferee 

in the form of Exhibit E to the Indenture and (2) if such Transfer is in respect 

of a principal amount of Notes at the time of transfer of less than $250,000, an 

Opinion of Counsel provided by the Transferor or the Transferee (a copy of which 

the Transferor has attached to this certification), to the effect that such 

Transfer is in compliance with the Securities Act. Upon consummation of the 

proposed transfer in accordance with the terms of the Indenture, the transferred 

beneficial interest or Certificated Note will be subject to the restrictions on 

transfer enumerated in the Private Placement Legend printed on the Restricted 

Global Note and/or the Certificated Notes and in the Indenture and the 

Securities Act. 
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     4. [ ] Check if Transferee will take delivery of a beneficial interest in 

an Unrestricted Global Note or of an Unrestricted Certificated Note. 

 

     (a) [ ] Check if Transfer is pursuant to Rule 144. (i) The Transfer is 

being effected pursuant to and in accordance with Rule 144 under the Securities 

Act and in compliance with the transfer restrictions contained in the Indenture 

and any applicable blue sky securities laws of any state of the United States 

and (ii) the restrictions on transfer contained in the Indenture and the Private 

Placement Legend are not required in order to maintain compliance with the 

Securities Act. Upon consummation of the proposed Transfer in accordance with 

the terms of the Indenture, the transferred beneficial interest or Certificated 

Note will no longer be subject to the restrictions on transfer enumerated in the 

Private Placement Legend printed on the Restricted Global Notes, on Restricted 

Certificated Notes and in the Indenture. 

 

     (b) [ ] Check if Transfer is Pursuant to Regulation S. (i) The Transfer is 

being effected pursuant to and in accordance with Rule 903 or Rule 904 under the 

Securities Act and in compliance with the transfer restrictions contained in the 

Indenture and any applicable blue sky securities laws of any state of the United 

States and (ii) the restrictions on transfer contained in the Indenture and the 

Private Placement Legend are not required in order to maintain compliance with 

the Securities Act. Upon consummation of the proposed Transfer in accordance 

with the terms of the Indenture, the transferred beneficial interest or 

Certificated Note will no longer be subject to the restrictions on transfer 

enumerated in the Private Placement Legend printed on the Restricted Global 

Notes, on Restricted Certificated Notes and in the Indenture. 

 

     (c) [ ] Check if Transfer is Pursuant to Other Exemption. (i) The Transfer 

is being effected pursuant to and in compliance with an exemption from the 

registration requirements of the Securities Act other than Rule 144, Rule 903 or 

Rule 904 and in compliance with the transfer restrictions contained in the 

Indenture and any applicable blue sky securities laws of any State of the United 

States and (ii) the restrictions on transfer contained in the Indenture and the 

Private Placement Legend are not required in order to maintain compliance with 

the Securities Act. Upon consummation of the proposed Transfer in accordance 

with the terms of the Indenture, the transferred beneficial interest or 

Certificated Note will not be subject to the restrictions on transfer enumerated 

in the Private Placement Legend printed on the Restricted Global Notes or 

Restricted Certificated Notes and in the Indenture. 

 

     (d) [ ] Check if Transfer is Pursuant to an Effective Registration 

Statement. The transfer is being effected pursuant to an effective registration 

statement under the Securities Act and in compliance with the prospectus 

delivery requirements of the Securities Act. Upon consummation of the proposed 

Transfer in accordance with the terms of the Indenture, the transferred 

beneficial interest or Certificated Note will not be subject to the restrictions 

on transfer enumerated in the Private Placement Legend printed on the Restricted 

Global Notes or Restricted Certificated Notes and in the Indenture. 

 

     This certificate and the statements contained herein are made for your 

benefit and for the benefit of the Issuers, the Subsidiary Guarantors and J.P. 

Morgan Securities Inc., Goldman, Sachs & Co., UBS Warburg LLC and Wachovia 

Securities, Inc. (collectively, the "Initial Purchasers"), the Initial 

Purchasers of such Notes being transferred. We acknowledge that you, the 

Issuers, the Subsidiary Guarantors and the Initial Purchasers will rely upon our 
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confirmations, acknowledgments and agreements set forth herein, and we agree to 

notify you promptly in writing if any of our representations or warranties 

herein ceases to be accurate and complete. 

 

[Insert Name of Transferor] 

 

 

By: 

   ----------------------------------------------------------- 

Name: 

     --------------------------------------------------------- 

Title: 

      -------------------------------------------------------- 

 

Dated: 

      ---------- ---, ----- 

 

cc: Issuers 

    Initial Purchasers 
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                       ANNEX A TO CERTIFICATE OF TRANSFER 

 

1. The Transferor owns and proposes to transfer the following: 

 

                            [CHECK ONE OF (a) OR (b)] 

 

     (a) [ ] a beneficial interest in the: 

 

         (i)   [ ] 144A Global Note (CUSIP ______), or 

 

         (ii)  [ ] Regulation S Global Note (CUSIP ______), or 

 

         (iii) [ ] Restricted Global Note (CUSIP ______); or 

 

     (b) [ ] a Restricted Certificated Note. 

 

2. After the Transfer the Transferee will hold: 

 

                                   [CHECK ONE] 

 

     (a) [ ] a beneficial interest in the: 

 

         (i)   [ ] 144A Global Note (CUSIP ______), or 

 

         (ii)  [ ] Regulation S Global Note (CUSIP ______), or 

 

         (iii) [ ] Restricted Global Note (CUSIP ______), or 

 

         (iv)  [ ] Unrestricted Global Note (CUSIP ______); or 

 

     (b) [ ] a Restricted Certificated Note; or 

 

     (c) [ ] an Unrestricted Certificated Note, 

 

in accordance with the terms of the Indenture. 
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                                                                       EXHIBIT C 

 

                         FORM OF CERTIFICATE OF EXCHANGE 

 

JPMorgan Chase Bank 

700 Lavaca, 5th Floor 

Austin, Texas 78701 

Attention:  Corporate Trust Division 

 

[Registrar address block] 

 

                      Re: 8 1/2% Senior Subordinated Notes due 2010 of 

                          El Paso Energy Partners, L.P. and El Paso Energy 

                          Partners Finance Corporation 

 

                              (CUSIP _____________) 

 

     Reference is hereby made to the Indenture, dated as of March 24, 2003 (the 

"Indenture"), between El Paso Energy Partners, L.P. and El Paso Energy Partners 

Finance Corporation, as issuers (the "Issuers"), the Persons acting as 

guarantors and named therein (the "Subsidiary Guarantors") and JPMorgan Chase 

Bank, as trustee. Capitalized terms used but not defined herein shall have the 

meanings given to them in the Indenture. 

 

     _____________________________, (the "Owner") owns and proposes to exchange 

the Note[s] or interest in such Note[s] specified herein, in the principal 

amount of $_________________________ in such Note[s] or interests (the 

"Exchange"). In connection with the Exchange, the Owner hereby certifies that: 

 

     1. Exchange of Restricted Certificated Notes or Beneficial Interests in a 

Restricted Global Note for Unrestricted Certificated Notes or Beneficial 

Interests in an Unrestricted Global Note 

 

     (a) [ ] Check if Exchange is from beneficial interest in a Restricted 

Global Note to beneficial interest in an Unrestricted Global Note. In connection 

with the Exchange of the Owner's beneficial interest in a Restricted Global Note 

for a beneficial interest in an Unrestricted Global Note in an equal principal 

amount, the Owner hereby certifies (i) the beneficial interest is being acquired 

for the Owner's own account without transfer, (ii) such Exchange has been 

effected in compliance with the transfer restrictions applicable to the Global 

Notes and pursuant to and in accordance with the United States Securities Act of 

1933, as amended (the "Securities Act"), (iii) the restrictions on transfer 

contained in the Indenture and the Private Placement Legend are not required in 

order to maintain compliance with the Securities Act and (iv) the beneficial 

interest in an Unrestricted Global Note is being acquired in compliance with any 

applicable blue sky securities laws of any state of the United States. 

 

     (b) [ ] Check if Exchange is from beneficial interest in a Restricted 

Global Note to Unrestricted Certificated Note. In connection with the Exchange 

of the Owner's beneficial interest in a Restricted Global Note for an 

Unrestricted Certificated Note, the Owner hereby certifies (i) the Certificated 

Note is being acquired for the Owner's own account without transfer, (ii) such 

Exchange has been effected in compliance with the transfer restrictions 

applicable to the 
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Restricted Global Notes and pursuant to and in accordance with the Securities 

Act, (iii) the restrictions on transfer contained in the Indenture and the 

Private Placement Legend are not required in order to maintain compliance with 

the Securities Act and (iv) the Certificated Note is being acquired in 

compliance with any applicable blue sky securities laws of any state of the 

United States. 

 

     (c) [ ] Check if Exchange is from Restricted Certificated Note to 

beneficial interest in an Unrestricted Global Note. In connection with the 

Owner's Exchange of a Restricted Certificated Note for a beneficial interest in 

an Unrestricted Global Note, the Owner hereby certifies (i) the beneficial 

interest is being acquired for the Owner's own account without transfer, (ii) 

such Exchange has been effected in compliance with the transfer restrictions 

applicable to Restricted Certificated Notes and pursuant to and in accordance 

with the Securities Act, (iii) the restrictions on transfer contained in the 

Indenture and the Private Placement Legend are not required in order to maintain 

compliance with the Securities Act and (iv) the beneficial interest is being 

acquired in compliance with any applicable blue sky securities laws of any state 

of the United States. 

 

     (d) [ ] Check if Exchange is from Restricted Certificated Note to 

Unrestricted Certificated Note. In connection with the Owner's Exchange of a 

Restricted Certificated Note for an Unrestricted Certificated Note, the Owner 

hereby certifies (i) the Unrestricted Certificated Note is being acquired for 

the Owner's own account without transfer, (ii) such Exchange has been effected 

in compliance with the transfer restrictions applicable to Restricted 

Certificated Notes and pursuant to and in accordance with the Securities Act, 

(iii) the restrictions on transfer contained in the Indenture and the Private 

Placement Legend are not required in order to maintain compliance with the 

Securities Act and (iv) the Unrestricted Certificated Note is being acquired in 

compliance with any applicable blue sky securities laws of any state of the 

United States. 

 

     2. Exchange of Restricted Certificated Notes or Beneficial Interests in 

Restricted Global Notes for Restricted Certificated Notes or Beneficial 

Interests in Restricted Global Notes 

 

     (a) [ ] Check if Exchange is from beneficial interest in a Restricted 

Global Note to Restricted Certificated Note. In connection with the Exchange of 

the Owner's beneficial interest in a Restricted Global Note for a Restricted 

Certificated Note with an equal principal amount, the Owner hereby certifies 

that the Restricted Certificated Note is being acquired for the Owner's own 

account without transfer. Upon consummation of the proposed Exchange in 

accordance with the terms of the Indenture, the Restricted Certificated Note 

issued will continue to be subject to the restrictions on transfer enumerated in 

the Private Placement Legend printed on the Restricted Certificated Note and in 

the Indenture and the Securities Act. 

 

     (b) [ ] Check if Exchange is from Restricted Certificated Note to 

beneficial interest in a Restricted Global Note. In connection with the Exchange 

of the Owner's Restricted Certificated Note for a beneficial interest in the 

[CHECK ONE] [ ] 144A Global Note, [ ] Regulation S Global Note, [ ] Restricted 

Global Note, with an equal principal amount, the Owner hereby certifies (i) the 

beneficial interest is being acquired for the Owner's own account without 

transfer and (ii) such Exchange has been effected in compliance with the 

transfer restrictions applicable to the Restricted Global Notes and pursuant to 

and in accordance with the Securities 
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Act, and in compliance with any applicable blue sky securities laws of any state 

of the United States. Upon consummation of the proposed Exchange in accordance 

with the terms of the Indenture, the beneficial interest issued will be subject 

to the restrictions on transfer enumerated in the Private Placement Legend 

printed on the relevant Restricted Global Note and in the Indenture and the 

Securities Act. 

 

     This certificate and the statements contained herein are made for your 

benefit and the benefit of the Issuers, the Subsidiary Guarantors and J.P. 

Morgan Securities, Inc., Goldman, Sachs & Co., UBS Warburg LLC and Wachovia 

Securities, Inc. (collectively, the "Initial Purchasers"), the Initial 

Purchasers of such Notes being transferred. We acknowledge that you, the 

Issuers, the Subsidiary Guarantors and the Initial Purchasers will rely upon our 

confirmations, acknowledgments and agreements set forth herein, and we agree to 

notify you promptly in writing if any of our representations or warranties 

herein ceases to be accurate and complete. 

 

[Insert Name of Owner] 

 

 

By: 

   ----------------------------------------------------------- 

Name: 

     --------------------------------------------------------- 

Title: 

      -------------------------------------------------------- 

 

Dated: 

      ---------- ---, ----- 

 

cc:  Issuers 

     Initial Purchasers 
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                                                                       EXHIBIT D 

 

                           FORM OF GUARANTEE NOTATION 

 

     Subject to the limitations set forth in the Indenture (the "Indenture") 

referred to in the Note upon which this notation is endorsed, each of the 

entities listed on Schedule A hereto (hereinafter referred to as the "Subsidiary 

Guarantors," which term includes any successor or additional Subsidiary 

Guarantor under the Indenture, (i) has unconditionally guaranteed: (a) the due 

and punctual payment of the principal of and premium, interest and Liquidated 

Damages on the Notes, whether at maturity or interest payment date, by 

acceleration, call for redemption or otherwise, (b) the due and punctual payment 

of interest on the overdue principal of and premium, interest and Liquidated 

Damages, if any, if lawful, on the Notes, (c) the due and punctual performance 

of all other Obligations of the Issuers to the Holders or the Trustee, all in 

accordance with the terms set forth in the Indenture, and (d) in case of any 

extension of time of payment or renewal of any Notes or any of such other 

obligations, the prompt payment in full thereof when due or performance thereof 

in accordance with the terms of the extension or renewal, whether at Stated 

Maturity, by acceleration or otherwise and (ii) has agreed to pay any and all 

costs and expenses (including reasonable attorneys' fees) incurred by the 

Trustee or any Holder in enforcing any rights under this Guarantee. 

 

     This Guarantee Notation is subject to the limitations set forth in the 

Indenture, including Article 11 thereof. 

 

     No member, stockholder, partner, officer, employee, director or 

incorporator, as such, past, present or future, of the Subsidiary Guarantors 

shall have any personal liability under this Guarantee by reason of his or its 

status as such member, manager, partner, stockholder, officer, employee, 

director or incorporator. 

 

     The Guarantee shall be binding upon each Subsidiary Guarantor and its 

successors and assigns and shall inure to the benefit of the successors and 

assigns of the Trustee and the Holders and, in the event of any transfer or 

assignment of rights by any Holder or the Trustee, the rights and privileges 

herein conferred upon that party shall automatically extend to and be vested in 

such transferee or assignee, all subject to the terms and conditions hereof. 

 

     Each Guarantee shall not be valid or obligatory for any purpose until the 

certificate of authentication on the Note upon which this notation of Guarantee 

is noted shall have been executed by the Trustee under the Indenture by the 

manual signature of one of its authorized officers. 

 

     The obligations of the Subsidiary Guarantors to the Holders of Notes and to 

the Trustee pursuant to the Guarantees and the Indenture are expressly 

subordinated to the extent set forth in Articles 10 and 11 of the Indenture and 

reference is hereby made to such Indenture for the precise terms of such 

subordination. 

 

     Certain of the Subsidiary Guarantors may be released from their Guarantees 

upon the terms and subject to the conditions provided in the Indenture. 
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CRYSTAL HOLDING, L.L.C.* 

CHACO LIQUIDS PLANT TRUST 

   By: EL PASO ENERGY PARTNERS OPERATING 

       COMPANY, L.L.C., in its capacity as trustee of the 

       Chaco Liquids Plant Trust* 

EL PASO ENERGY INTRASTATE, L.P.* 

EL PASO ENERGY PARTNERS OIL TRANSPORT, L.L.C.* 

EL PASO ENERGY PARTNERS OPERATING 

      COMPANY, L.L.C.* 

EL PASO ENERGY WARWINK I COMPANY, L.P.* 

EL PASO ENERGY WARWINK II COMPANY, L.P.* 

EL PASO OFFSHORE GATHERING & TRANSMISSION, L.P.* 

EL PASO SOUTH TEXAS, L.P.* 

EPGT TEXAS PIPELINE, L.P.* 

EPN ALABAMA INTRASTATE, L.L.C.* 

EPN FIELD SERVICES L.L.C.* 

EPN GATHERING AND TREATING COMPANY, L.P.* 

EPN GATHERING AND TREATING GP HOLDING, L.L.C.* 

EPN GP HOLDING, L.L.C.* 

EPN GP HOLDING I, L.L.C.* 

EPN GULF COAST, L.P.* 

EPN HOLDING COMPANY, L.P.* 

EPN HOLDING COMPANY I, L.P.* 

EPN NGL STORAGE, L.L.C.* 

EPN PIPELINE GP HOLDING, L.L.C.* 

FIRST RESERVE GAS, L.L.C.* 

FLEXTREND DEVELOPMENT COMPANY, L.L.C.* 

HATTIESBURG GAS STORAGE COMPANY* 

   By: FIRST RESERVE GAS, L.L.C., in its capacity as 50% 

       general partner of Hattiesburg Gas Storage Company* 

   By: HATTIESBURG INDUSTRIAL GAS SALES, L.L.C., in its 

       capacity as 50% general partner of Hattiesburg Gas Storage Company* 

HATTIESBURG INDUSTRIAL GAS SALES, L.L.C.* 

HIGH ISLAND OFFSHORE SYSTEM, L.L.C. 

   By: EL PASO ENERGY PARTNERS, L.P., 

       its sole member* 

MANTA RAY GATHERING COMPANY, L.L.C.* 

PETAL GAS STORAGE, L.L.C.* 

POSEIDON PIPELINE COMPANY, L.L.C.* 

WARWINK GATHERING AND TREATING COMPANY* 

   By: EL PASO ENERGY WARWINK I COMPANY, L.P., in its capacity as 99% 

       general partner of Warwink Gathering and Treating Company* 
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   By: EL PASO ENERGY WARWINK II COMPANY, L.P., in its capacity as 1% 

       general partner of Warwink Gathering and Treating Company* 

 

 

 

 

             By: 

                ---------------------------------------------------------------- 

             Name: 

                  -------------------------------------------------------------- 

             Title: 

                   ------------------------------------------------------------- 
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                                                                       EXHIBIT E 

 

                            FORM OF CERTIFICATE FROM 

                   ACQUIRING INSTITUTIONAL ACCREDITED INVESTOR 

 

El Paso Energy Partners, L.P. 

4 Greenway Plaza 

Houston, Texas 77046 

 

JPMorgan Chase Bank 

700 Lavaca, 5th Floor 

Austin, Texas 78701 

 

                Re:   El Paso Energy Partners, L.P. 

                      El Paso Energy Partners Finance Corporation 

                      8 1/2% Senior Subordinated Notes due 2010 

 

     Reference is hereby made to the Indenture, dated as of March 24, 2003 (the 

"Indenture"), among El Paso Energy Partners, L.P. (the "Partnership") and El 

Paso Energy Partners Finance Corporation ("El Paso Finance"), as issuers (the 

"Issuers"), the Subsidiaries named therein, as Subsidiary Guarantors, and 

JPMorgan Chase Bank, as trustee. Capitalized terms used but not defined herein 

shall have the meanings given to them in the Indenture. 

 

     In connection with our proposed purchase of $_______________ aggregate 

principal amount of: 

 

     (a) [ ] a beneficial interest in a Global Note, or 

 

     (b) [ ] a Certificated Note, 

 

     we confirm that: 

 

     1. We understand that any subsequent transfer of the Series A Notes or any 

interest therein is subject to certain restrictions and conditions set forth in 

the Indenture and the undersigned agrees to be bound by, and not to resell, 

pledge or otherwise transfer the Series A Notes or any interest therein except 

in compliance with, such restrictions and conditions and the United States 

Securities Act of 1933, as amended (the "Securities Act"). 

 

     2. We understand that the offer and sale of the Series A Notes have not 

been registered under the Securities Act, and that the Series A Notes and any 

interest therein may not be offered or sold except as permitted in the following 

sentence. We agree, on our own behalf and on behalf of any accounts for which we 

are acting as hereinafter stated, that if we should sell the Series A Notes or 

any interest therein, we will do so only (A) to the Partnership, El Paso 

Finance, or any subsidiary of the Partnership, (B) in the United States to a 

person who the seller reasonably believes is a "qualified institutional buyer" 

(as defined in Rule 144A under the Securities Act) in a transaction meeting the 

requirements of Rule 144A, (C) outside the United States in an offshore 

transaction in accordance with Rule 904 under the Securities Act, (D) pursuant 

to an exemption from registration under the Securities Act provided by Rule 144 
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thereunder (if available), (E) to an institutional "accredited investor" within 

the meaning of Rule 501(A)(1), (2), (3) or (7) under the Securities Act that is 

an institutional accredited investor acquiring the security for its own account 

or for the account of such institutional accredited investor, in each case in a 

minimum principal amount of the securities of $250,000, for investment purposes 

and not with a view to or for offer or sale in connection with any distribution 

in violation of the Securities Act or (F) pursuant to an effective registration 

statement under the Securities Act, in each cases (A) through (E) in accordance 

with any applicable securities laws of any state of the United States, and we 

further agree to provide to any person purchasing a Certificated Note or 

beneficial interest in a Global Note from us in a transaction meeting the 

requirements of clauses (A) through (E) of this paragraph a notice advising such 

purchaser that resales thereof are restricted as stated herein. 

 

     3. We understand that, on any proposed resale of the Series A Notes or 

beneficial interest therein, we will be required to furnish to you and the 

Company such certification, legal opinions and other information as you and the 

Company may reasonably requires to confirm that the proposed sale complies with 

the foregoing restrictions. We further understand that the Series A Notes 

purchased by us will bear a legend to the foregoing effect. 

 

     4. We are an institutional "accredited investor" (as defined in Rule 

501(a)(1), (2), (3) or (7) of Regulation D under the Securities Act) and have 

such knowledge and experience in financial and business matters as to be capable 

of evaluating the merits and risks of our investment in the Series A Notes, and 

we and any accounts for which we are acting are each able to bear the economic 

risk of our or its investment. We are acquiring the Series A Notes for 

investment purposes and not with a view to, or for offer or sale in connection 

with, any distribution in violation of the Securities Act. 

 

     5. We are acquiring the Series A Notes or beneficial interest therein 

purchased by us for our own account or for one or more accounts (each of which 

is an institutional "accredited investor") as to each of which we exercise sole 

investment discretion. 

 

     You and the Issuers are entitled to rely upon this letter and are 

irrevocably authorized to produce this letter or a copy hereof to any interested 

party in any administrative or legal proceedings or official inquiry with 

respect to the matters covered hereby. 

 

 

 

                              -------------------------------------------------- 

                              [Insert Name of Institutional Accredited Investor] 

 

 

                              By: 

                                 ---------------------------------------------- 

                              Name: 

                              Title: 

 

Dated: 

      ---------- ---, ----- 

 

                                Exhibit E Page 2 

 

 

 

 

 

 

 

 

 



 

                                                                    EXHIBIT 99.A 

 

                            CERTIFICATION PURSUANT TO 

                             18 U.S.C. SECTION 1350, 

                       AS ADOPTED PURSUANT TO SECTION 906 

                        OF THE SARBANES-OXLEY ACT OF 2002 

 

      In connection with the Quarterly Report on Form 10-Q for the period ending 

March 31, 2003, of GulfTerra Energy Partners, L.P. (the "Company") as filed with 

the Securities and Exchange Commission on the date hereof (the "Report"), I, 

Robert G. Phillips, Chairman of the Board and Chief Executive Officer, certify 

(i) that the Report fully complies with the requirements of Section 13(a) or 

15(d) of the Securities Exchange Act of 1934, as amended, and (ii) that the 

information contained in the Report fairly presents, in all material respects, 

the financial condition and results of operations of the Company. 

 

 

                                       /s/ ROBERT G. PHILLIPS 

                                       -------------------------------- 

                                       Robert G. Phillips 

                                       Chairman of the Board and 

                                       Chief Executive Officer 

                                       (Principal Executive Officer) 

                                       GulfTerra Energy Company L.L.C., 

                                       general partner of GulfTerra 

                                       Energy Partners, L. P. 

 

                                       May 15, 2003 

 

 

A signed original of this written statement required by Section 906 has been 

provided to GulfTerra Energy Partners, L.P. and will be retained by GulfTerra 

Energy Partners, L.P. and furnished to the Securities and Exchange Commission or 

its staff upon request. 

 



 

                                                                    EXHIBIT 99.B 

 

                            CERTIFICATION PURSUANT TO 

                             18 U.S.C. SECTION 1350, 

                       AS ADOPTED PURSUANT TO SECTION 906 

                        OF THE SARBANES-OXLEY ACT OF 2002 

 

      In connection with the Quarterly Report on Form 10-Q for the period ending 

March 31, 2003, of GulfTerra Energy Partners, L.P. (the "Company") as filed with 

the Securities and Exchange Commission on the date hereof (the "Report"), I, 

Keith B. Forman, Vice President and Chief Financial Officer, certify (i) that 

the Report fully complies with the requirements of Section 13(a) or 15(d) of the 

Securities Exchange Act of 1934, as amended, and (ii) that the information 

contained in the Report fairly presents, in all material respects, the financial 

condition and results of operations of the Company. 

 

 

                                       /s/ KEITH B. FORMAN 

                                       ---------------------------- 

                                       Keith B. Forman 

                                       Vice President and 

                                       Chief Financial Officer 

                                       (Principal Financial Officer) 

                                       GulfTerra Energy Company L.L.C., 

                                       general partner of GulfTerra Energy 

                                       Partners, L.P. 

 

                                       May 15, 2003 

 

A signed original of this written statement required by Section 906 has been 

provided to GulfTerra Energy Partners, L.P. and will be retained by GulfTerra 

Energy Partners, L.P. and furnished to the Securities and Exchange Commission or 

its staff upon request. 

 


