
ASSIGNMENT, ASSUMPTION, AND AMENDMENT AGREEMENT


This Assignment, Assumption, and Amendment Agreement (this “Assignment Agreement”), dated effective as of January 19, 2001 (the “Assignment Effective Date”), is by and among PRESTON EXPLORATION COMPANY, L.P., a Delaware limited partnership (“Assignor”), BRAZOS VPP LIMITED PARTNERSHIP, a Texas limited partnership (“Assignee”), and ENRON NORTH AMERICA CORP., a Delaware corporation (“ENA”).

W I T N E S S E T H


WHEREAS, Assignor and ENA have entered into a commodity swap transaction on January 4, 2001 referenced by ENA confirmation number QJ7203.1 (the “Gas Transaction”).  A copy of the Gas Transaction is hereto attached for all purposes as Schedule 1.


WHEREAS, Assignor and ENA have entered into a commodity swap transaction on January 5, 2001 referenced by ENA confirmation number QJ9116.1 (the “Crude Oil Transaction”).  A copy of the Crude Oil Transaction is hereto attached for all purposes as Schedule 2.  The Gas Transaction and the Crude Oil Transaction are collectively referred to herein as the “Transactions.”


WHEREAS, Assignor desires to assign and delegate to Assignee all of its rights, duties, and obligations in and to the Transactions, and Assignee desires to accept such assignment and delegation and to assume such rights, duties, and obligations in and under the Transactions in accordance with the terms hereof. 

WHEREAS, Assignor desires to obtain the written consent of ENA to such assignment, delegation, and assumption of the Transactions and ENA desires to grant such consent in accordance with the terms hereof.


WHEREAS, Assignee and ENA desire to amend the Gas Transaction (a) to amend the Payment Date(s) therein set forth, and (b) to substitute the words “Calculation Period” for the words “Determination Period” as used in the Gas Transaction.


WHEREAS, Assignee and ENA desire to amend the Crude Oil Transaction to amend the Payment Date(s) therein set forth.


NOW, THEREFORE, in consideration of the premises and of the mutual agreements herein contained, the parties hereto agree as follows:

1.  Assignment, Assumption, and Release.  Effective as of and from the Assignment Effective Date, Assignor hereby assigns and delegates to Assignee all of Assignor’s rights, duties, and obligations in and to the Transactions and Assignee hereby accepts such assignment and delegation and assumes such rights, duties, and obligations.  As of and from the Assignment Effective Date, Assignor shall be fully released from all rights, duties, and obligations in and to the Transactions.

2.  Amendments.  Each of Assignee and ENA does hereby agree to amend the Gas Transaction (a) to substitute the words “The last LIBOR Business Day (as defined in Schedule 1 to that certain Amended and Restated Trust Agreement between Wilmington Trust Company and Agave VPP, LLC dated as of December 28, 2000 creating the Brazos VPP Trust) of the month following each Calculation Period” for the words “The fifth (5th) Business Day following the date on which the Floating Price is determinable” after Payment Date(s) under the General Terms of the Gas Transaction, and (b) to substitute the words “Calculation Period” for the words “Determination Period” in each instance used in the Gas Transaction.  Each of Assignee and ENA does hereby agree to amend the Crude Oil Transaction to substitute the words “The last LIBOR Business Day (as defined in Schedule 1 to that certain Amended and Restated Trust Agreement between Wilmington Trust Company and Agave VPP, LLC dated as of December 28, 2000 creating the Brazos VPP Trust) of the month following each Calculation Period” for the words “The fifth (5th) Business Day succeeding the last Pricing Date for the applicable Calculation Period” after Payment Date(s) under the General Terms of the Crude Oil Transaction.  The Transactions as amended hereby shall be referred to herein as the “Amended Transactions.”

3.  Master Agreement and Transactions.  ENA and Assignee further agree that effective as of and from the Assignment Effective Date, (a) the Amended Transactions shall be governed by and are subject to that certain ISDA Master Agreement dated effective as of December 27, 2000 between ENA and Assignee, (b) Assignee shall be the “Counterparty” under the Amended Transactions, and (c) all payments under the Amended Transactions shall be made to the accounts set forth in the above referenced ISDA Master Agreement.

4.  Consent and Acknowledgment of ENA.  ENA hereby consents to the assignment and delegation by Assignor to Assignee of all the rights, duties, and obligations of Assignor in and to the Transactions and acknowledges and agrees that Assignor shall be fully released as of and from the Assignment Effective Date from its rights, duties, and obligations under the Transactions.

5.  Representation.  Each of Assignor, Assignee, and ENA hereby represents and warrants to the other parties hereto that the execution, delivery, and performance hereof by it are within its corporate or other organizational powers, and have been duly authorized by all necessary corporate or other action, and that this Assignment Agreement constitutes its legal, valid, and binding obligation.

6.  Governing Law.  This Assignment Agreement shall be governed by and construed in accordance with the laws of the State of New York.

7.  Counterparts.  This Assignment Agreement may be executed in any number of counterparts, each of which shall be deemed an original instrument and all of which when taken together shall constitute one and the same agreement.


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

PRESTON EXPLORATION COMPANY, L.P., BY ITS GENERAL PARTNER, PRESTON EXPLORATION, L.L.C.

By:  _________________________________

Name:  _______________________________

Title: ________________________________

ENRON NORTH AMERICA CORP.
By:  _________________________________

Name:  _______________________________

Title:  ________________________________

BRAZOS VPP LIMITED PARTNERSHIP

BY:  AGAVE VPP, LLC, its General Partner

By:  _________________________________

Name:  _______________________________

Title: ________________________________

SCHEDULE 1

(The Gas Transaction)

SCHEDULE 2

(The Crude Oil Transaction)
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