FIRST AMENDMENT TO MASTER AGREEMENT

This First Amendment to Master Agreement dated as of October ___, 2001 (this “Amendment”), is made and entered into by and between 3TEC Energy Corporation, successor by merger to Middle Bay Oil Company, Inc. (“Counterparty”) and Enron North America Corp. (“ENA”).


WHEREAS, Counterparty and Enron Capital & Trade Resources Corp., currently known as ENA, entered into that certain Master Agreement dated as of April 14, 1999 (the “Master Agreement”);


WHEREAS, the parties hereto desire to amend the Master Agreement as provided herein;


NOW THEREFORE, for and in consideration of the agreements herein made and other good and valuable consideration, the parties hereto agree as follows:

I.  AMENDMENTS

The Master Agreement is hereby amended as follows:

1.
Section 5(f) of the Master Agreement is hereby amended to read as follows:

“(f) the failure in the payment when due (whether at maturity, by acceleration, or otherwise) of any obligation in respect of borrowed money, in an aggregate amount in excess of $4,000,000 with respect to Counterparty, $100,000,000 with respect to ENA, and $100,000,000 with respect to ENA's Credit Support Provider, and the failure to remedy such failure within any applicable grace period, or the failure by any of the foregoing, as the case may be, in the performance of, or the occurrence and continuance of any other event of default (however defined) under any agreement in which such obligation is created, evidenced, or secured, if such failure or event of default is not remedied within any applicable grace period and the effect of such failure or event of default is to cause such obligation in such an aggregate amount to become, or to permit the holder(s) of such obligation (or a trustee or agent on behalf of such holder(s)) to declare such obligation due prior to its expressed maturity;”.

2. Section 9 of the Master Agreement is hereby deleted in its entirety and replaced with the following:

“9.  Setoff.  Upon the designation of an Early Termination Date or an Accelerated Termination Date the non-defaulting party or the party payor of the Payment Amount, respectively (in either case, "X"), may at its option and in its discretion, setoff, against any amounts Owed to the Defaulting Party or the party payee of the Payment Amount, respectively (in either case, "Y"), in Dollars or any other currency by X or any Affiliate of X under this Agreement or under any other agreement(s), instrument(s) or undertaking(s), any amounts Owed in Dollars or any other currency by Y to X or any of X's Affiliates (irrespective of place of payment or booking office of the obligation) under this Agreement or under any other agreement(s), instrument(s) or undertaking(s).  The obligations of Y and X under this Agreement in respect of such amounts shall be deemed satisfied and discharged to the extent of any such setoff exercised by X and/or X's Affiliates.  X will give Y notice of any setoff effected under this Section as soon as practicable after the setoff is effected provided that failure to give such notice shall not affect the validity of the setoff.  For purposes of this Section, "Owed" shall mean any amounts owed or otherwise accrued and payable (regardless of whether such amounts have been or could be invoiced) as of the Early Termination Date or the Accelerated Termination Date, as applicable.  Amounts subject to the setoff permitted in this Section may be converted by X into any currency in which any obligation Owed is denominated at the rate of exchange at which X, acting in a reasonable manner and in good faith, would be able to purchase the relevant amount of the currency being converted.  If an obligation is unascertained, X may in good faith estimate that obligation and setoff in respect of the estimate, subject to the relevant party accounting to the other when the obligation is ascertained.  Nothing in this Section shall be effective to create a charge or other security interest except as may be provided under applicable law.  This setoff provision shall be without limitation and in addition to any right of setoff, netting, offset, combination of accounts, counterclaim, lien or other right to which X or any of X’s Affiliates is at any time otherwise entitled (whether by operation of law, contract or otherwise).  Each of the parties represents and acknowledges that the rights set forth in this Section are an integral part of this Agreement between the parties and that without such rights the parties would not be willing to enter into Transactions.  Each of the parties further acknowledges that it is executing this Agreement on behalf of itself as principal and, with respect to this Section, as agent on behalf of its Affiliates, which Affiliates shall receive the benefits of this Section and otherwise be bound as if such Affiliates had directly signed this Agreement as it relates to this Section.  Notwithstanding any provision to the contrary contained in this Agreement, the non-defaulting party or party payor of the Payment Amount, as the case may be, shall not be required to pay to the Defaulting Party or the party payee of the Payment Amount any amount under Sections 6 or 7, respectively, until the non-defaulting party or party payor of the Payment Amount receives confirmation satisfactory to it in its reasonable discretion (which may include an opinion of its counsel) that all other obligations of any kind whatsoever of the Defaulting Party or of the party payee of the Payment Amount to make any payments to the non-defaulting party or the party payor of the Payment Amount or any of its Affiliates under this Agreement or under any other agreement(s), instrument(s) or undertaking(s), which are Owed as of the Early Termination Date or the Accelerated Termination Date hereof, respectively, have been fully and finally satisfied.”

3. The Master Agreement is hereby amended to add a new Section 11 and to renumber the existing Section 11 to be “Section 12”:

“11.  Severability.  If any term, provision, covenant, or condition of this Master Agreement, or the application thereof to any party or circumstance, shall be held to be invalid or unenforceable (in whole or in part) for any reason, the remaining terms, provisions, covenants, and conditions hereof shall continue in full force and effect as if this Master Agreement had been executed with the invalid or unenforceable portion eliminated, so long as this Master Agreement, as so modified, continues to express, without material change, the original intentions of the parties as to the subject matter of this Master Agreement and the deletion of such portion of this Master Agreement will not substantially impair the respective benefits or expectations of the parties; provided, this Section 11 shall not be applicable if any provision of the introductory paragraph prior to Section 1 or Sections 2, 5, or 6 (or any related definition) shall be so held to be invalid or unenforceable.”

4.
The definition of “Funded Debt” contained in Annex A – Collateral Annex, Section 1 is hereby deleted in its entirety.

5.
The definition of “Exposure Threshold” contained in Annex A - Collateral Annex, Section 1.  Definitions, is amended by (i) deleting the figure for ENA of “$10,000,000” and replacing it with the figure of “$20,000,000”, and (ii) deleting the figure for Counterparty of “$150,000” and replacing it with the figure of “$4,000,000”.

6.
The definition of “Material Adverse Change” contained in Annex A – Collateral Annex, Section 1 is hereby deleted in its entirety and replaced with the following:

“‘Material Adverse Change’ means, (a) with respect to ENA, its Credit Support Provider’s Credit Rating is rated below “BBB-” by S&P; or (b) with respect to Counterparty, it shall have any of the following occur at any time:  (i) its Net Worth falls below U.S. $150,000,000, or (ii) its EBITDA Coverage Ratio shall be less than 5 to 1.”

7.
Except as amended hereby, all other terms and conditions of the Master Agreement shall remain the same and in full force and effect.

II.  MISCELLANEOUS

This Amendment may be executed in multiple counterparts, each of which when executed and delivered shall be deemed to be an original and all of which taken together shall constitute but one and the same instrument.


Any and all references to the Master Agreement shall hereafter refer to the Master Agreement as amended by this Amendment and as the same may be amended, supplemented or modified from time to time.  The provisions of this Amendment shall apply to any and all outstanding Transactions under the Master Agreement.  Unless otherwise defined herein, capitalized terms not defined herein shall have the same meanings assigned to such terms in the agreement.

IN WITNESS WHEREOF, the parties hereto have executed this Amendment effective as of the date first written above.

	ENRON NORTH AMERICA CORP.,

formerly known as Enron Capital & Trade

Resources Corp.

By:






Name:





Title:





	
	3TEC ENERGY CORPORATION,

successor by merger to Middle Bay Oil

Company, Inc.

By:






Name:





Title:
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