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CAVERN MONITORING SERVICES AGREEMENT

This CAVERN MONITORING SERVICES AGREEMENT (this "Agreement") is entered into and effective on this the 1st day of June, 2000 (the "Effective Date"), by and between TEXACO PIPELINES L.L.C., a _____________ limited liability corporation, hereinafter referred to as "TEXACO", and LRCI, INC., a Delaware corporation, hereinafter referred to as "LRCI".  TEXACO and LRCI may be referred to herein individually as a "Party" or collectively as the "Parties".

WITNESSETH:
THAT WHEREAS, LRCI owns and/or operates certain natural gas, storage and appurtenant facilities (near Napoleanville) located in Assumption Parish, Louisiana which is commonly known as Enron Well No. 1 (the "New Storage Cavern"); and

WHEREAS, TEXACO is in the business of operating, maintaining and monitoring natural gas storage facilities; and

WHEREAS, LRCI has requested TEXACO to operate, maintain, facilitate and monitor the leaching of the New Storage Cavern, and TEXACO agrees to so operate, maintain, facilitate and monitor the natural gas storage facilities.  

NOW, THEREFORE, in consideration of the Monthly Fee, defined below, paid by LRCI to TEXACO and other good and valuable considerations, the receipt and sufficiency of which are hereby acknowledged, the Parties hereto have agreed as follows:

article  AUTONUMLGL 
SERVICES TO BE PROVIDED BY TEXACO

Inspection, Operation and Maintenance.  LRCI enters into this Agreement based on TEXACO’s demonstrated ability to perform the services described below (the “Services”).  TEXACO shall perform all routine inspection, operation and maintenance of the New Storage Cavern in accordance with sound and prudent natural gas industry practice taking into consideration the design parameters for the New Storage Cavern.  TEXACO shall perform the routine inspection, operation and maintenance of the New Storage Cavern including without limitation the Services as described below:
(a) Complete a visual and physical inspection of the pump, wellhead, and associated equipment at least twice a day, or more if frequent inspections are deemed appropriate due to operational conditions.

(b) Monitor and pump well pad oil as required.

(c) Backwash the well twice a week.

(d) Communicate/coordinate with the Dow Hydrocarbons & Resources Inc., (or its subsidiaries) on the fresh water supply and brine delivery.

(e) Perform routine maintenance and troubleshooting on well and associated equipment (e.g. turbine meters, valve actuators, etc.

(f) Monitor sump area to avoid overflow.

(g) Write 3rd party work permits for any contract work being done on the pump and well area.

(h) Start and stop fresh water booster pump as required.

(i) Block in well in preparation for well logging.

(j) Obtain monthly electrical meter readings for LRCI to verify direct billing from Coastal Corp. to LRCI.

(k) Maintain files on well data and other required documentation in accordance with sound and prudent operator of a storage brining operation.

(l) Forward LRCI invoices to LRCI in Houston.

(m) And all services necessary and incidental to the performance of the Services described above.  

article  AUTONUMLGL 
TERM

This Agreement shall become effective and operative as of the Effective Date beginning June 1, 2000 and shall continue in full force and effect until the date of completion of the mining activities and achievement of the estimated fifty million (50,000,000) barrels of capacity at the New Storage Cavern.  Notwithstanding the above, LRCI shall have the right to terminate this Agreement at any time with ten (10) days notice to TEXACO.  

article  AUTONUMLGL 
Monthly FEE

The Monthly Fee (for TEXACO rendering the Services described in Article 1 of this Agreement) for the Term shall be $1800.00 per month (the “Monthly Fee”).  The Monthly Fee also includes all taxes, consumables, and any materials required by TEXACO for the routine inspection, operation and maintenance of the New Storage Cavern.  The Monthly Fee is based upon TEXACO providing LRCI an average of 2 hours of Service per Day per Month.  LRCI shall mail or deliver to TEXACO the Monthly Fee within 15 days of LRCI’s receipt of the Texaco invoice thereof.  Such payment shall be sent to TEXACO via U.S. mail, payable to TEXACO, and mailed to the address listed in paragraph 11 hereof.

For any activities, special projects, or other service requests that extend beyond the 60 hours a month covered under the Monthly Fee (the “Incremental Services”), TEXACO will invoice LRCI for such services at $30/hour.  For contract services or materials purchased by TEXACO on behalf of LRCI, TEXACO will invoice LRCI at cost plus 15%.  TEXACO shall invoice LRCI on a monthly basis for any maintenance services performed by TEXACO for special projects (any projects not contemplated by this agreement) or services that extended beyond the 2 hours/day for the previous month or contract services or materials purchase by TEXACO on behalf of LRCI.  LRCI shall pay such invoice within 15 days of its receipt thereof.  

Notwithstanding the foregoing, TEXACO shall notify LRCI prior to performing any special projects or any services in excess of the 60 hours of service a month for LRCI’s prior written approval.  

article   AUTONUMLGL 
FORCE MAJEURE

In the event any Party is rendered unable, wholly or in part, by Force Majeure to carry out its obligations, other than payment, it is agreed that upon such Party's giving notice of such Force Majeure to the other party, the obligations of the Party giving such notice, to the extent affected by such event, shall be suspended from the inception and during the continuance of the Force Majeure.  "Force Majeure" means an event not anticipated as of the date hereof, which is not within the reasonable control of the Party, or in the case of third party obligations or facilities, the third party, claiming suspension, and which by the exercise of due diligence such party, or third party, is unable to overcome or obtain or cause to be obtained a commercially reasonable substitute performance therefor.

article  AUTONUMLGL 
INDEMNITY; LIMITATION OF DAMAGES

 AUTONUMLGL 
LRCI Indemnification.  LRCI shall defend, indemnify and hold harmless TEXACO, its officers, directors, employees, attorneys, agents, and affiliated companies from any and all losses (excluding loss of profits), liabilities, judgments, demands, suits, claims, expenses, fines, penalties, or assessments (including, without limitation: (a) reasonable attorneys' fees and (b) other reasonable costs and expenses of litigation), of any kind or character (excluding consequential damages) arising out of, in connection with, or resulting from (i) the breach by LRCI of any of its obligations, representations, or warranties hereunder, or (ii) any action or inaction of LRCI or any employee, representative, agent, contractor or subcontractor of LRCI arising out of or in connection with this Agreement.  LRCI, at its own cost and expense, may contest any such claims that may be thought by LRCI to be unlawful or excessive.  TEXACO shall provide any assistance reasonably requested by LRCI in connection with any such contest; provided, however, that at its election and at its sole expense, TEXACO shall have the right to participate in the defense of any action against it.

 AUTONUMLGL 
TEXACO Indemnification.  TEXACO shall defend, indemnify and hold harmless LRCI, its officers, directors, employees, attorneys, agents, and affiliated companies from any and all losses (excluding loss of profits), liabilities, judgments, demands, suits, claims, expenses, fines, penalties, or assessments (including, without limitation: (a) reasonable attorneys' fees and (b) other reasonable costs and expenses of litigation) of any kind or character (excluding consequential damages) arising out of, in connection with, or resulting from (i) performance of the Services by Texaco hereunder, (iii) the breach by TEXACO of any of its obligations, representations, or warranties hereunder, or (iv) any action or inaction of TEXACO or any employee, representative, agent, contractor or subcontractor of TEXACO arising out of or in connection with this Agreement.  TEXACO, at its own cost and expenses, may contest any such claim that may be thought by TEXACO to be unlawful or excessive.  LRCI shall provide any assistance reasonably requested by TEXACO in connection with any such contest.

 AUTONUMLGL 
Other Party's Negligence.  The indemnities set forth above shall not apply if the claims, losses, damages, liabilities, judgments, demands, suits, expenses, fines, penalties, or assessments arise from or are caused by the sole negligence of the Party indemnified.

 AUTONUMLGL 
Notice of Claim.  The rights of either Party to indemnification hereunder are contingent on the timely receipt by the indemnifying Party of written notice and supporting documentation of a claim for indemnification.

article  AUTONUMLGL 
insurance

 AUTONUMLGL 
Minimum Coverage.  TEXACO shall maintain in full force and effect during the term of this Agreement reasonable insurance acceptable to LRCI, with minimum insurance coverage of the types and in the amounts set forth below:

 AUTONUMOUT 
Commercial General Liability Insurance with minimum limits of liability of not less than $1,000,000 per occurrence/aggregate combined single limit for bodily injury and property damage liability.  Such insurance shall include coverage for contractual liability, personal injury and broad form property damage, and shall provide coverage on an "occurrence" rather than a "claims made" basis.

 AUTONUMOUT 
Worker's Compensation and Employer's Liability Insurance covering all employees or agents of TEXACO involved with the performance of TEXACO hereunder, with policy amounts and coverage in compliance with the laws of the jurisdiction in which the Property is located and Employer's Liability Insurance with a limit of not less than $1,000,000.

 AUTONUMOUT 
Comprehensive Automobile Liability Insurance covering all owned, non-owned and hired automobiles brought by TEXACO onto the Property, with limits of liability of not less than $1,000,000 combined single limit bodily injury and property damage.

(d)
Umbrella Liability Insurance to apply in excess of the limits shown in (a), (b) (employers liability) and (c) above, with limits of liability not less than $10,000,000 per occurrence/aggregate, and providing coverage subject to terms and conditions at least as broad as those of the underlying policies

6.2.
Policy Requirements.  All policies evidencing the insurance coverages required hereunder shall: (i) provide that such insurance shall not be modified by the insurance carrier to reduce coverage, canceled by the insurance carrier, or converted to a "claims made" format by the insurance carrier unless 30 days prior to notice has been given to LRCI; (ii) be issued by insurance companies satisfactory to LRCI, in its reasonable discretion, with an A.M. Best Rating of at least A; (iii) be endorsed to name LRCI as an additional insured; and (iv) be endorsed to apply as primary insurance and without right of contribution from any similar policies which may be maintained by LCRI.  All applicable deductibles or self insured amounts shall be the sole responsibility of TEXACO.  TEXACO agrees to require its insurer to waive any rights of subrogation against LRCI (and the owner of the premises), as well as its (their respective) parent companies, subsidiaries, partnerships, trust participants, affiliates, officers, directors, agents and employees.  Not less than 15 days prior to the expiration date of any such insurance policies, TEXACO shall deliver to LRCI certificates of insurance, in substantially the same form as initially approved by LRCI, evidencing renewals thereof.

6.3.
Evidence of Compliance.  At any time during the term of this Agreement, LRCI may request in writing, and TEXACO shall thereupon within ten (10) days supply, evidence satisfactory to LRCI of compliance with the provisions of this section.  TEXACO's failure to supply such evidence with the 10-day period shall entitle LRCI, in its discretion, to terminate this Agreement effective as of the expiration of such 10-day period with or without notice.

6.4.
Policy Alterations.  TEXACO agrees to provide LRCI with ten (10) days prior written notice of any material alteration of any insurance policy maintained by TEXACO in order to satisfy the insurance requirements contained in this Agreement, including conversion from "occurrence" to "claims made."  Notwithstanding the foregoing, LRCI shall have the right to cancel this Agreement upon ten (10) days written notice to TEXACO if LRCI deems such material alterations to be unacceptable.

article  AUTONUMLGL 
MISCELLANEOUS

 AUTONUMLGL 
Notices.  Notices required to be in writing shall be delivered in written form by letter, facsimile or other documentary form.  Notice by facsimile or hand delivery shall be deemed to have been received by the close of the Business Day on which it was transmitted or hand delivered (unless transmitted or hand delivered after close in which case it shall be deemed received at the close of the next Business Day) or such earlier time confirmed by the receiving Party.  Notice by overnight mail or courier shall be deemed to have been received two Business Days after it was sent or such earlier time confirmed by the receiving Party.  Any Party may change its addresses by providing notice of same in accordance herewith.

	TEXACO:
	LRCI:

	For Notices/Correspondence:
	For Notices/Statements/ Correspondence:

	Texaco Pipelines L.L.C.
	LRCI, Inc

	
	P. O. Box 1188

EB: 3521A

	
	Houston, Texas  77251-1188

	Attention:  
	Attention: Gerald W. Lofton

	
	Facsimile:  (713) 345-7040

	
	

	
	

	For Payments:
	For Payments: 

	
	(made payable to LRCI, Inc.)

	
	Rusty Belflower

	
	P. O. Box 1188

EB: 3514

	
	Houston, Texas  77251-1188

	
	


 AUTONUMLGL 
Audit Rights.  During the Term of this Agreement and for a period of two (2) years from the date of termination hereof, TEXACO or LRCI or any third party representative thereof shall have the right, upon reasonable notice and at reasonable times, to examine the books and records of the other to the extent reasonably necessary to verify the accuracy of any billing statement, payment demand, charge, payment or other computation made under this Agreement.

 AUTONUMLGL 
Applicable Law.  THIS AGREEMENT AND THE RIGHTS AND DUTIES OF THE PARTIES ARISING OUT OF THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED, ENFORCED AND PERFORMED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAW.  THE PARTIES AGREE THAT THIS AGREEMENT SHALL BE ACCEPTED AND FORMED IN THE STATE OF TEXAS ACCORDING TO THE PROCEDURES HEREIN SET FORTH.

 AUTONUMLGL 
Waiver or Consent/Authority.  No waiver or consent by either Party, express or implied, of any one or more defaults by the other Party in the performance of any provision of this Agreement shall operate or be construed as a waiver or consent of any other default or defaults whether of a like or different nature.  Failure by a Party to complain of any act of the other Party or to declare the other Party in default with respect to this Agreement, regardless of how long that failure continues, shall not constitute a waiver by that Party of its rights with respect to that default until the applicable statute of limitations period has run.

 AUTONUMLGL 
Arbitration.  Any dispute relating to this Agreement shall be resolved by binding arbitration pursuant to the Commercial Arbitration Rules of the American Arbitration Association ("AAA") and all such proceedings shall be subject to the Federal Arbitration Act.  Each Party shall select one arbitrator and the two arbitrators shall select a third arbitrator who has not previously been employed by either Party and does not have a direct or indirect interest in either Party or the subject matter of the arbitration. While the third arbitrator shall be neutral, the two party-appointed arbitrators are not required to be neutral, and it shall not be grounds for removal of either of the two party-appointed arbitrators or for vacating the arbitrators' award that either of such arbitrators has past or present relationships with the party that appointed such arbitrator.  

 AUTONUMLGL 
Third Party Beneficiaries.  This Agreement is intended solely for the benefit of the Parties and their permitted assigns and shall not impart rights enforceable by any other person or entity.

 AUTONUMLGL 
Entirety of Agreement.  This Agreement constitutes the entire understanding of the Parties in respect of the subject matter herein.  No promises, terms, conditions, or obligations exist other than those contained herein, and this Agreement shall supersede all previous communications, representations, agreements, proposals, specifications, either verbal or written, between the Parties.

IN WITNESS WHEREOF, the parties hereto have caused this instrument to be executed in multiple originals effective and operative as of the date first hereinabove written.

LRCI:

LRCI, INC. 




____________________________________



By: ________________________________


Title:  Vice-President

TEXACO:
TEXACO PIPELINES L.L.C.

____________________________________




By: _________________________________

Title: ________________________________

