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	P.O. Box 1188

Houston, TX 77251-1188

Phone (713) 853-3300

Fax (713) 646-5977


EXCESS OIL SALES CONTRACT

THIS AGREEMENT made and entered into as of February 14, 2001 by and between KCS RESOURCES, INC., a  Delaware corporation, KCS MICHIGAN RESOURCES, INC., a  Delaware corporation, and KCS MEDALLION RESOURCES, INC., a  Delaware corporation, all of whose address is 5555 San Felipe, Suite 1200, Houston, Texas 77056 (each such party is referred to herein individually as a “Seller” and collectively as the "Sellers") and Enron Reserve Acquisition Corp., having an office at 1400 Smith Street, Houston, Texas 77002, (hereinafter referred to as “Buyer” and/or “ERAC”).  

WITNESSETH:


WHEREAS, Sellers are the owners of certain oil and gas leasehold interests located in the States of Texas, Oklahoma, Louisiana, New Mexico, Mississippi and Michigan, described in the Conveyance (defined below); and 

WHEREAS, Sellers desire to sell and Buyer desires to purchase the excess crude oil production from the Properties (as such term is defined in the Conveyance and so used herein) as described in Exhibit A pursuant to the terms and conditions set out below.

NOW, THEREFORE, in consideration of the mutual benefits and obligations of the parties contained herein, Buyer and Sellers agree as follows:


1.
DEFINITIONS: 
Terms not defined herein shall have the meanings set out in the Conveyance of Overriding Royalty Interest from KCS Resources, Inc., KCS Energy Services, Inc., KCS Michigan Resources, Inc., and KCS Medallion Resources, Inc., to Star VPP, LP dated as of even date herewith (the “Conveyance”).

2. PURCHASE/SALE:  Sellers agree to sell and deliver crude oil to Buyer and Buyer agrees to purchase and receive crude oil from Sellers in accordance with the terms hereof.

3.
CONDITION TO THE OBLIGATIONS OF ERAC:  The obligations of ERAC hereunder are subject to the fulfillment of the conditions of closing as set forth in the Purchase and Sale Agreement between the Sellers and Star VPP, LP dated as of  even date herewith.

4. TERM:  The term of this Agreement shall be April 1, 2001, through the Termination Time (as defined in the Conveyance).

5. QUANTITY:  Buyer shall purchase a volume of crude oil equal to all crude oil produced from the Properties and attributable to Sellers’ interest in such Properties other than (a) Overriding Royalty Oil, (b) Overriding Royalty Oil attributable to Grantor-Marketed Properties from which Star VPP, LP has not elected to take production in kind, and (c) Overriding Royalty Oil subject to Existing Sales Contracts (as defined in the Conveyance and so used herein).  The volume of crude oil produced from the well(s) shall be supported by actual pipeline statements or, if delivered by truck, by truck tickets from the leases, or by independent inspector’s reports or meter tickets with respect to deliveries into Buyer’s designated barges.
6. QUALITY:  All crude oil delivered hereunder to Buyer at each Delivery Point and accepted hereunder   shall meet pipeline quality specifications. In the event Seller tenders crude oil does not meet such quality specifications, without prejudice to any other remedy, Buyer may accept delivery subject to a reduction in price to compensate Buyer for the reasonable charges resulting therefrom.

7. DELIVERY POINT:  Seller shall deliver at its expense all crude oil hereunder produced from each Lease (as defined in the Conveyance and used herein) to Buyer at the tanks or other location on such Lease, where such oil is typically delivered to the first purchaser or to Buyer’s designated truck or as otherwise may be specified by Buyer.

8.
PRICE:  The price to be paid by Buyer to Seller for the crude oil delivered and accepted hereunder during the month of April 2001 and for the month of May 2001 (the “Initial Periods”) shall be as mutually agreed.  The parties shall negotiate in good faith the price for the crude oil for each 6 or 12 month period, as mutually agreed, following the Initial Periods during the term of this Agreement.
9. PAYMENT:  Payment shall be made net of any applicable taxes by Buyer, and shall be made to Seller by wire transfer to an account specified by Seller, on the twentieth (20th) day of the calendar month following the calendar month of delivery.  If the payment due date falls on a Saturday or bank holiday in New York or at such other place for payment as designated by Seller, which is not a Monday, payment shall be due on the preceding banking day.  If the payment due date falls on a Sunday or Monday bank holiday in New York or at such other place as designated by Seller for payment, payment shall be due on the banking day next succeeding the original due date.

10. TITLE/RISK OF LOSS:  With respect to pipeline deliveries, title to and risk of loss of the crude oil delivered hereunder shall pass from Seller to Buyer as the crude oil is transferred at the relevant Delivery Point.  With respect to truck deliveries or otherwise, title to and risk of loss of the crude oil delivered hereunder shall pass from Seller to Buyer as the crude oil is transferred from the flange connecting the delivering facility to Buyer’s designated truck or otherwise at the relevant Delivery Point.
11.
INDEMNITY:  To the fullest extent permissible by law, Seller agrees (regardless of the presence or absence of insurance) to indemnify, defend, and hold Buyer harmless from and against any and all claims, losses, demands, damages, costs and expenses (collectively "Claims") arising from any act or incident involving the performance or failure of performance by Seller under this Agreement or the crude oil sold under this Agreement.  THE PARTIES EXPRESSLY INTEND THAT THE INDEMNITY OBLIGATIONS UNDER THIS SECTION SHALL INCLUDE CLAIMS ARISING FROM THE STRICT LIABILITY OR THE NEGLIGENCE OF AN INDEMNIFIED PARTY (WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE), BUT SHALL NOT INCLUDE CLAIMS ARISING FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF THE INDEMNIFIED PARTY.
12. LIMITATION OF REMEDIES:  NEITHER SELLER NOR BUYER SHALL BE LIABLE FOR SPECIFIC PERFORMANCE, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, OR FOR SPECIAL, CONSEQUENTIAL, PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, IN TORT, CONTRACT OR OTHERWISE, OF ANY KIND, ARISING OUT OF OR IN ANY WAY CONNECTED WITH THE PERFORMANCE, THE SUSPENSION OF PERFORMANCE, THE FAILURE TO PERFORM, OR THE TERMINATION OF THIS AGREEMENT.

13.
WARRANTIES:  Seller warrants good title to all crude oil sold under this Agreement and warrants that upon delivery the crude oil will conform to the specifications set forth herein and shall be free from all previously incurred taxes, liens, claims or other charges.

14.
FORCE MAJEURE:  (a) Neither Buyer nor Seller shall be liable to the other if either is rendered unable by an event of Force Majeure (as defined below) to perform in whole or in part any obligation or condition of this Agreement (other than the obligation to pay timely in full all amounts due under this Agreement) for so long as such event of Force Majeure exists (subject to subsections (c) and (d) below); provided, however, that the one unable to perform (the "Non-Performing Party") shall use its reasonable efforts to avoid or remove the event of Force Majeure if possible, and that Buyer and Seller shall resume performance hereunder with the utmost dispatch whenever the event of Force Majeure is removed.  During the period that performance by either Buyer or Seller of its obligations hereunder has been suspended by reason of an event of Force Majeure, the other likewise may suspend the performance of all or a part of its obligations hereunder to the extent that such suspension is commercially reasonable.

(b) The Non-Performing Party promptly shall give written notice to the other party, but no later than forty-eight (48) hours after receiving notice of the occurrence of an event of Force Majeure, including, to the extent feasible, the details and the expected duration of the event of Force Majeure.  The Non-Performing Party also shall promptly notify the other party when the event of Force Majeure is terminated. 

(c) In the event that the Non-Performing Party's performance is suspended due to an event of Force Majeure in excess of thirty (30) consecutive calendar days from the date the notice of such event is given, and so long as such event is continuing, the other party, in its sole discretion, may terminate this agreement by written notice to the Non-Performing Party, and neither Buyer nor Seller shall have any further liability to the other, except for rights and remedies previously accrued under this Agreement and obligations to pay sums then due and owing.  Subject to subsection (d) below, if this Agreement is not terminated pursuant to this Section (or pursuant to any other provision of this Agreement), performance under this Agreement shall resume to the extent made possible by the end or amelioration of the event of Force Majeure and the provisions of this Agreement shall continue to apply, including, without limitation, those as to price.

(d) If Buyer is to receive more than one delivery of crude oil under this Agreement, and this Agreement is not terminated due to an event of Force Majeure as provided in subsection (c) above, the quantity of crude oil not delivered or received during the duration of an event of Force Majeure shall, at the option of Buyer, be deducted from the total quantity Buyer is required to purchase from Seller under this Agreement.

(e) If, as a result of an event of Force Majeure, Seller is unable to perform its obligation to deliver crude oil to Buyer as well as to Seller's other customers, Seller shall allocate its available supply of crude oil in an equitable manner.

(f) As used herein, the term "Force Majeure" shall mean:  (a) fires, earthquakes, lightning, floods and other acts of natural calamity or acts of God; adverse weather; navigational accidents; vessel damage or loss; strikes, grievances or actions by or among workers, lock‑outs, or other labor disturbances (whether or not such labor difficulty could be settled by acceding to any demands of any such labor group of individuals); accidents at, closing of, or restrictions upon the use of mooring facilities, docks, harbors, ports, pipelines, or other navigational or transportation mechanisms; explosions or accidents to wells, pipelines, storage plants, refineries, terminals, machinery, and other facilities; acts of war, hostilities (whether declared or undeclared), civil commotion or acts of the public enemy; any act or omission of any domestic or foreign national, state, regional, local, or municipal governmental body, agency, instrumentality, authority or entity established or controlled by governments, or subdivision thereof, including, but not limited to, any legislative, administrative or judicial body, or any person purporting to act therefor ("Governmental Authority"); good faith compliance with any order, request or directive of any Governmental Authority; or (b) any other cause or causes reasonably beyond the control of a Party, whether similar or dissimilar to those above and whether foreseeable or unforeseeable, which, by the exercise of due diligence, such Party could not have been able to avoid or overcome.  Seller's ability to sell the Crude oil to a market at a more advantageous price, shall not constitute an event of Force Majeure.

15.
TAXES:  Seller shall be responsible for and shall pay all taxes or other charges, including but not limited to all production, severance, excise, ad valorem, energy, Btu and other taxes imposed upon the crude oil delivered under this Agreement which are incurred by Seller prior to transfer to Buyer of title to the crude oil.  If either party is required by applicable law to pay any of the taxes, fees or assessments which are the responsibility of the other party under this Section, the responsible party shall promptly reimburse the paying party for all such payments.

16.
THIRD PARTY BENEFICIARIES:  This Agreement shall not be construed as creating any rights or benefits in any person or entity, other than the parties hereto and their respective successors and permitted assigns. 

17.
SEVERABILITY:  The provisions of this Agreement are severable, and if any portion of this Agreement is deemed legally invalid or unenforceable, the remainder of this Agreement shall survive and remain in full force and effect.
18.
CONFIDENTIALITY:  Buyer and Seller agree that the specific economic terms and conditions of this transaction between them are confidential and shall not disclose such to any third party, except (a) as may be required by court order, Laws and Regulations (as defined in the Compliance with Law Section below) or a Governmental Authority (as defined in the Force Majeure Section above); or (b) to employees, auditors, consultants, banks, financial advisors and legal advisors.  The confidentiality obligations of this Section shall survive termination of this agreement for a period of two (2) years.  In the case of disclosure covered by subclause (a) of this Section, the disclosing party shall notify the other party of any proceeding of which it is aware which may result in disclosure, and use reasonable efforts to prevent or limit such disclosure.  Buyer or Seller shall be entitled to all remedies available at law, or in equity, to enforce, or seek relief in connection with the confidentiality obligations contained herein.

19.
ASSIGNMENTS:  This Agreement shall be binding on the respective successors and permitted assigns of the parties hereto; provided, neither party shall have the power to assign its rights or obligations under this Agreement, in whole or in part, without the prior written consent of the other party.  Buyer may, however, without the Seller's consent, assign this Agreement to any Affiliate (as hereinafter defined) of Buyer.  An "Affiliate" shall mean any company or other legal entity that directly or indirectly controls or is controlled by Buyer, or that is controlled directly or indirectly by any company or other legal entity having direct or indirect control over Buyer.  Any assignment not made in accordance with this Section shall be void.  If written consent is given for any assignment, the assigning party shall remain jointly and severally liable with the assignee for the full performance of the assigning party's obligations under this Agreement.
20.
CHOICE OF LAW:  This Agreement shall be governed by, and construed, enforced and performed in accordance with Texas law and to the exclusion of the laws of any other legal system.  The parties agree that this Agreement shall be deemed to have been made in Texas.  

21.
ARBITRATION:  Notwithstanding the submission herein of each party to the personal jurisdiction of the courts as provided below, any dispute arising out of or in connection with this Agreement, including any question regarding its existence, validity or termination, shall be referred to and finally resolved by binding arbitration governed by the Federal Arbitration Act and conducted in accordance with the American Arbitration Association Commercial Arbitration Rules, which Rules are deemed to be incorporated by reference into this clause.  The number of arbitrators shall be three, each party having the right to appoint one arbitrator, who shall together then appoint a third neutral arbitrator within 30 days in accordance with the Rules.  The third arbitrator shall be a person who has five years or more experience in the relevant industry.  The place of arbitration shall be Houston, Texas, USA, where all hearings and meetings shall be held.  The language to be used in the arbitral proceedings shall be English.  The parties hereby expressly waive any right of appeal to any court having jurisdiction on any question of fact or law.  There will be no written transcript or record of the arbitration proceeding.  The arbitrators will only make their award and will not render a written opinion explaining their award.  It is expressly agreed that the arbitrators shall have no authority to award attorneys' fees, or consequential, special, indirect, treble, exemplary or punitive damages of any type under any circumstances regardless of whether such damages may be available under Texas law, or federal law, or under the Federal Arbitration Act, the parties hereby waiving their rights, if any, to recover attorneys' fees and consequential, special, indirect, treble, exemplary and punitive damages with respect to this Agreement.  Any and all of the arbitrators’ orders and decisions may be enforceable in, and judgment upon any award rendered in the arbitration proceeding may be confirmed and entered by, any court having jurisdiction.  The parties agree that all arbitration proceedings conducted hereunder and the decision of the arbitrators shall be kept confidential and not disclosed, except to a party's affiliates, accountants, and lawyers, or to the extent necessary to enforce the decision. 

22.
SUBMISSION TO JURISDICTION: 

(a) With respect to applications for any judicial relief to enforce the obligations under this Agreement in connection with submission by the parties to binding arbitration (including a stay of any action brought in violation of the obligation to arbitrate) and judicial confirmation of the arbitrators' award, each party hereby: (i) consents to the exclusive personal jurisdiction of the courts located in Harris County, Texas, USA; (ii) agrees that venue properly lies in the above-designated jurisdiction; and iii) waives any claim that any such action should be dismissed on grounds of inconvenient forum or lack of personal jurisdiction, or that any such action should be transferred to any court or tribunal outside the above-designated jurisdiction.

(b) The parties agree that a final judgment by any court in the above-designated jurisdiction covered by this Agreement shall be conclusive and may be enforced in other jurisdictions in any manner provided by law.

(c) The parties hereby waive any claim that a judgment obtained in the above-designated jurisdiction is invalid or unenforceable.

(d) Service of process upon a party may be effected by delivery (verified by a receipt signed by a representative of the party served) to the address for notices to that party set forth elsewhere in this document.  If requested, each party irrevocably agrees to appoint an agent for the service of process acceptable to the other party and deliver to the requesting party a copy of the designated process agent’s acceptance of the appointment within thirty (30) days.  Nothing contained herein shall affect the right to serve process in any manner permitted by applicable law.

(e) To the extent that either party may, in any jurisdiction, now or hereafter, claim or acquire for itself or its assets, immunity from suit, execution, attachment (whether in aid of execution, before judgment or otherwise) or other legal process, such party expressly and irrevocably waives such immunity in respect of its obligations under this Agreement (to the fullest extent it may be permitted to do so under any applicable law).

23.  OTHER PROVISIONS:
This Agreement shall be subject to Conoco’s General Provisions for Domestic Crude Oil dated as of January 1, 1993, as may be amended and said General Provisions are hereby incorporated and made a part of this Agreement.  In the event of any conflict between the terms of this Agreement and the General Provisions, the terms of this Agreement shall control.

24.  NOTICES:   Any notices and communications to be given under this Contract shall be in writing and shall be deemed duly given or made if sent by facsimile, telex, delivered by hand, or if sent by registered mail, upon deposit by registered mail, with all postage fully paid, or if sent by courier, by delivery to a bonded courier with charges paid in accordance with the customary arrangements established by such courier, in each case addressed to a Party at the address identified below.  A notice sent by facsimile shall be deemed to have been received by the close of the Business Day following the day on which it was transmitted and confirmed by the notifying Party's transmission report or such earlier time as confirmed orally or in writing by the receiving Party.  Notice by registered mail or by courier shall be deemed to have been received by the close of the second Business Day after the day upon which it was sent, or such earlier time as is confirmed orally or in writing by the receiving Party.  Any Party may change its address, facsimile or telex number by giving written notice thereof in accordance with this Section.  

To the Buyer:

ENRON RESERVE ACQUISITION CORP.

1400 Smith Street

Houston, Texas 77002

Attention: Mr. Don Schroeder


Facsimile: (713) 646-3239

	                                       Telephone: (713) 853-3337



To the Sellers:
 




KCS RESOURCES, INC.


5555 San Felipe


Suite 1200


Houston, Texas





Attention: Harry Lee Stout


Facsimile: (713) 877-1334




Telephone: (713) 877-8006



and




KCS MEDALLION RESOURCES, INC.




7130 South Lewis Ave.




Suite 700




Tulsa, Oklahoma 74136




Attention: Randy Lawrence




Facsimile: (918) 492-2194




Telephone: (918) 491-4101



Wire Information:




For invoices from KCS Resources, Inc.:




Bank One, Texas, N.A.




Account #: 1883864157




ABA #:  111000614




Federal Tax ID #:  76-0413320




For invoices from KCS Medallion Resources, Inc.:




Bank One, Texas, N.A.




Account #:9320008981

ABA #:111000614




Federal Tax ID #:  73-1399369




For invoices from KCS Michigan Resources, Inc.:




Bank One, Texas, N.A.




Account #:1563038825

ABA #:111000614




Federal Tax ID #:  76-0482271

25.  EXECUTION:   This Contract may be executed in duplicate originals, each of which shall constitute one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have duly executed this Contract as of the date and year first written hereinabove.

ENRON RESERVE ACQUISITION CORP.

BY:__________________________________

NAME:_______________________________







TITLE:______________________________






KCS RESOURCES, INC.





BY:__________________________________
            


HARRY LEE STOUT


             


VICE PRESIDENT

KCS MICHIGAN RESOURCES, INC.
BY:__________________________________
            


HARRY LEE STOUT


             


SENIOR VICE PRESIDENT

KCS MEDALLION RESOURCES, INC.

BY:__________________________________


HARRY LEE STOUT


VICE PRESIDENT

EXHIBIT A  

PROPERTIES 

West Arcadia

Elm Grove

West Simsboro

South Drew

Mayfield 28

Hartland

Milford 17A

Hayes 11

North Clara

West Shugart

Crossroads

Mocane-Laverne

Sentinel

Provident City

Austin Deep

Cypress/Langham Creek

North Padre Island

Follett

Haley

Sawyer/Sonora
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