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The State of Toxas

SECRETARY OF STATE

The undersigned, as Secretary of State of
the State of Texas, HEREBY CERTIFIES that the attached is
a true and correct copy of the following described instruments

on file in this office:

FHP OPERATING COMPANY

Certificate and/or Agreement of Limited Partnership March 18, 1985

IN TESTIMONY WHEREOF, | have hereunto
signed my name officially and caused to be im-
pressed hereon the Seal of Staie at my office in
the Ciry of Ausiin, this

AT Apri] , A D. 1935
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CERTIFICATE OF LIMITED PARTNERSHIP COrpof;*;‘rtf i,
or "ollas
FMP OPERATING COMPANY etiog

The parties herato mutually agree to forﬁ a limited partnership pursuant
to the provisions of the Texas Uniform Limited Partnership Act (the "Texas Aet"), as
amended, and do hereby make, subseribe and swear to this certificate in writing in
nccordance with the provisions of the laws of the State of Texas. All undefined
capitalized terms used herein shall have the meanings assigned to them in the
Agreement of Limited Partnership of FMP Operating Company {the “Partnership
Agreement"}, a copy of which is attached hereto as Exhibit A and incorporated herein
for all purposes.

A, The name of the limited partnership formed hereby shall be FMP
OPERATING COMPANY (the "Partnership™.

B. The character of business of the Partnership shall be as set forth in
Article UI of the Partnership Agreement,

C.  The location of the prineipal place of business shall be as set forth in
Section 1.3 of the Partnership Agreement.

D. The name and principal place of business of the Managing General
Partner is as follows:

MecMoRan 0il & Ges Co.
3421 N. Causeway Boulevard
Metairie, Louisiana 70002

The name and principal place of business of the Special General Partner is
as follows:

Freeport-McMoRan Ine.

+.200 Park Avenue
New York, New York 10166
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The name and principal pluce of business of the Limited Partner is as
follows:

Frvaport-MeMoRan Energy Partners, Ltd.
3421 N, Causeway Boulevard
Metuirie, Louisiana 70002

E. The Partnership shall exist until the close of Partnership business on
December 31, 2033, or until earlier dissolved in accordance with the provisions of
Article X1l of the Partnership Agreement.

F. The Limited Partner has contributed cash to the Partnership, the
amount of which is set forth in Exhibit B.

G. The Limited Partner is not required to make any additional contribu-
tions to the Partnership other than those set forth in Section 4.3 of the Partnership
Agreement.

., There is no agreement as to the time when the contributions of the
Limited Partner are to be returned; however, such contributions may be returned
through distributions by the Partnership.

I The share of the profils which the Limited Partner shall receive by
reason of its contribution to the Partnership is set forth in Article V of the Partnership
Agreement.

J. The righis of the Limited Partner to substitute an assignee as a
contributor in its place, and the terms and conditions of the substitution, are set forth
in Articles X and XI of the Partnership Agreement.

K.  No Partner shall have the right to admit additional Limited Partners

execepl through the operation of Section 11.1 of the Partnership Agreement.
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L. ‘The Limited Partner shall nat have priority over any other Partner as
to contributions or as tc compensation by way of income.

M. The rights of the Partners to continue the business of the Partnership
on the withdrawal, bankruptey, assignment for the benefit of creditors or dissolution
of the Managing General Partner or Special General Partner are set forth in
Articles XII and XIIT of the Partnership Agreement.

N. The Limited Partner is given no right to demand and receive property
other than cash in return for its contribution.

IN WITNESS WHEREOF, the parties hereto, canstituting all of the Fartners
of FMP Qperating Company, have axecuted this certificate effective as of this 8th
day of March, 1985.

Special General Partner:
FREEPORT-MeMoRan INC,

By~ N

——

Title: Senior Vice President

Attest: jeain 2 (2._.._

Title: _Assistant Segretary
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THE STATE OF NEW YORK §

W

COUNTY OF NEW YQRK

SUBSCRIBED AND SWORN TO BEFORE ME, the undersigned authority by

FREEPORT-MeMoRan INC., a Delaware corporation, as Special General Partner,

acting through and by __ E. C. Stebbinsg , its Senior Vice President, : :

this _g¢h day of March, 1985. . :

5
Iy ()'-(", /h"‘-\. S‘- i TOA i i
Notary Public in and for .

New York County, New. York ,

DEBORAM S, PEARN
Notary Public, State of New York
Na. 504532720

Qualified in Nassay Caunty ' B
Certificate Filed in tew York County - o
Cammission Explres March 30, 1954 i
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Managing General Partner:

MeMoRan OIL & GAS CO,

By: O‘-LQ—‘D 3. {E.\—

Title:  Richard B. Stephens, President
4

it -2 /-',;
Attest: Ap oy b a, B Arrpe
' . REECE
Title: __S’.As::::_w;v_______

THE STATE OF LOVISIANA §

s

PARISH OF JEFFERSON

SUBSCRIBED AND SWORN TO BEFORE ME, the undersigned authority by
McMoRan OIL & GAS CO., a Delaware corporation, as Managing General Partner,
acting through and by Richard B. Stephens | its President y this. 1l4thday

rlL«w\ j f'{wﬂu(ff

Notagy Fublic in and for
Jefferdon Parifh, Louisiana

of March, 1985,
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Limited Partner:
FREEPORT-Mc¢MoRan ENERGY

PARTNERS, LTD.,
& Texas limited partnership

By: Freeport-MeMoRan Ine.
Special General Partner

by S

Title: Senior Vice President
At_[est; M Q- C24---
Title: Assistant Secretarv

THE STATE OF NEW YORK §

wi

COUNTY OF NEW YORK

SUBSCRIBED AND SWORN TO BEFORE ME, the undersigned authority by
FREEPORT-MeMoRan ENERGY PARTNERS, LTD., as- Limited Partner, acting
through and by FREEPORT-MeMoRan INC., its Special General Partner, -acting

Senior
through and by E. C. Stebbins , its Vice President , this g8th day of

Mareh, 19835,

“iplnAial S fral
Notary Publie in and for
New ‘York County,- New York
rvcu._r'a:)m.n S. PZARN :

" Expl rul\hrdi&ﬂ.ﬂ'.’.u




By: MeMoRan OIL & GAS CO. o o
Managing General Partner: SR

By: (7—‘(’)’—‘ P—— |

Title: Rlchard B. Stephens, Prgsj.dent

Attest: r‘J-/f PR iﬁ /7 }’rf/‘c,_
3 SANDRA B. REECE
Title: — AwsaRi-Sacialors

THE STATE OF LOUISIANA 5

w1

PARISH OF JEFFERSON

SUBSCRIBED AND SWORN TO BEFORE ME, the undersigned authority by
FREEPORT-MeMoRan ENERGY PARTNERS, LTD., a Texas limited partnership, as

Limited Partner, aeting through and by MecdMoRan OIL & GAS CO.; its Managing

General Partner, acting through and by Richard B. Stephensits _ President .,

this _14¢p day of March, 1985.

N targ Public in and for

jferson 7&rish, Louisiana

HEMRY L BE.’!TI:T’.LOT
IJOT.\I\\' [ K32 R
Parish of Joilersen, Staie of Louisiana

Py Comanimen isteed i Lifa
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AGREEMENT
GF
LIMITED PARTNERSHIP
OF
FMP OPERATING COMPANY

THIS AGREEMENT OF LIMITED PARTNERSHIF is cntered into by and between McMoRan Ol
& Gas Co., a Delaware carporation, as the Managing Geaeral Parer, Feeeport-McMoRan, Ioe., a
Delaware corporation, as the Spedat General Panner and Freepon-McMoRan Energy Parmners, Lid., a

limited parmership formed pursuant to the Texas Uniform Limited Pa.rmsrsh:p Act, as the Limited
Panmer.

ARTICLE {
ORGANTZATIONAL MATTERS

.1 Formation. The Geaeral Parmers and e Limited Partner” hembmsma&'—‘chm;clves in the
formation of the Partaership as a limited panaership pursuant (o the provisions of the Texas Act. Excapt a8
expressly pravided herein to the contrary, the rights and obligations of the Partners and the administration
and termination of the Partnership shall be goverued by the Texas Act. The Parmership Interest of any
Partner shall be personal propenty for all purposes.

1.2 Name. The name of the Pamaership shall be, and the business of the Pantaership shall be
conducied under the game of, “FME Qperating Company™. In the Stwe of Louisiana the name of the
Parnership shall be, and the business of the Parwmership shall be coaducted uader the name af, “FMP
Operaing Company, a Limited Paruership”. In the State of Florida the name of the Partnership shall e,
and the business of the Parmership shall be conducted under the name of, *FMP Operating Campany,
Limited Parnership”. The Parwership’s business may be coaducted under any other name ar names
deemed advisabie by the Managing General Parmer to preserve the limited liability of the Limited
Pantaer, including the aame of the Managing Geaeral Pactner. The Maaaging Gereral Paneer in its sole
discredon may chaunge the name of the Parmership-at any tme and {rom dme 0 dme. The words “Led.*
or “Limited Parmership” shall be included in the aame where necessary for purpases of complying with
the laws of aoy jurisdiction that so requires.

1.3 Principal Office. The principal office of the Parmership shall be 3421 North Causaway Boulevard,
Metairie, Louistana 70002, or suck other place as the Managing General Partner may from time to ime
designate w the Pantoers. The Managing General Partner will give notice to (he Limited Parmer within tén
days alter any change in the principal ofice ol the Partnership. The Parnership may maintain such ofices
a1 such other locanons as the Managing General Pariner deems advisable.

L4 Term. The Pannership shall continue in existence watil the close of Pamnership business on
December 31, 2035, or unul the carlier termination of the Partaership in accordance with the provisions of
Artcle XI11.

1.5 Power of Autorney. {a) Each Partner hereby constituies and appoints the Managing General
Parger (2nd any successor by merger, assigmment, elecooa or otherwise y with full power of substitution as

his true and lawiul agent and attorney-in-fact, with full power 2od autherity in his name, place and stcad
102

{1} exccute, swear 1o, acknowledge, deliver, file and r:cord m the appropriate pnblu: offices {A)

" all cerrificates’ a.ud uthar instruments (including, ar the opton of the Managing General Partner, this:
Agreement) and all amendmcnu therzol which the Managing General Partger deems’ appropriate or
o Becessary quah.fy. or continue the quahﬁc:uun aof, the P:mnersmp as a limired. pa.nncmnp {ora
. pannership in- ‘which: Lhc, limited - pariners have limited hnlnluy) in all )un:d.wnons in which the ©:
- ;PmnersInp 12y ! husmess or own property: { B) all insuuments wh.lch the-Mapaging General -




- the Parwers
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Partner deems appropriate or necessary o redect any amendment. change or modification of this
Agreement in accordance with its erms; (C) all coaveyances and other instruments or documents
which the Managing General Partner deems appropriate or necessary w retect the dissolution and
liquidation of the Pactnership pursuant to the 12rms of this Agreement; and (D) inscruments relfaring
to the admission or substitution of any Parmer pursuaet to Aricle XT; 3nd

(ii) sign, execurs aud file with the Depanment of Inwrior (including any bureau, office, or other
unit thereof, whether in Washinguon, D.C., or in the field, or any officer or employes thereof), as well
as with any other Federai or state agencies, depanments, bureaus, offices or authorites any
documents or insuuments related to the Partnership or its business which the Managing General -
Parmer in its sole discretion determines should be filed, induding, without limitadon, (A) any and all
oifers 10 lease and leases of or with respect w0 (including amendmens, medifications, supplements,
renewals and exchanges thereof} any lands under the jurisdiction of the United States or any state
(including without limitation lands within the public domain, acquired lands and Indian lands) under
any act or reguladon which provides for the leasing thersof; (B) all stataments of interest and
holdings on behalf of the Parmnership or the Partners; (C) any other stawements, notices or
comununications now or hereafter required or permitted o be filed under any law, rule or regulation’
of the United States or any state, including, without limiradan, the Migeral Laods Leasing Act of
1920, 25 amended, 30 U.S.C. § 181 et seq., the Mireral Leasing Act for Acquired Lands of 1947, as
amended, 30 U.S.C. § 351 et seq., the Right-of-Way Leasing Act of 1930, 30 U.S.C. § 301 er seq., and
the Quier Continental Shelf Lands Act of 1953, 43 U.S.C. § 331 et seq., relating to the [easing of
lands for oil or gas exploraton or developmeat; and ( D) any request for approval of assignments or
waasfers of oil and gas leases, any unitization or pooliag agreements and any other documents
tclating to lands under the jurisdiction of the United States ar any state.

Nothing herein contained shall be construed as authorizing the Managing General Partner to amend this
Agreement except in accordance with Aricle XIV.

ARTICLE [I
DeFINITIONS

The tolfowing definitions shall for all purposes, Ualess otherwise clearly indicated, apply to the terms
used in this Agreement.

“Adjusted Property™ meauns any property the Carrying Value of which has been adjusted purssant o
Section 4.4(d ){i). :

“Alfiliate” means any Person rhat directly or indirecily controls, is controlled by, or is under common
control with, the Person in question. As used in the definition of " Affiliate”, the lerm “control®” means the
possession, direcdy or inditecdy, of the power to direct or cause the direction of the managemenr and
policies of a Person, whether through ownership of voling securities, by contract or otherwise,

“Adfiliated Partnership™ means a parrership which is 2n Afiliate of the Partnership and in which the
Pannership owns a panmnership interest.

“Amfiliated Partnership Agreement” means the parwmership agreement cotered into by the panaers of
an Affiliated Partnership. ’

“Agreed Vaiue™ (a) of 1 Conxibuted Property transterred 1o the Partnership by the Limited Partner
pursuant (6 Section 4.3, means such property’s Agreed Value as derermined in accordance with the
pravisions of the FMP Parmership Agreement, and (b) of any other Contributed Propery. transterred 1o
i e’ fair markee value of such property as determined by the, Managing General’

the. fair the,
" Parmer wsing’s asdnable method of valuation as may be adopied by the Managing General Partne
The Agreed. V. uted Property shall rertect any adjustments made pussiant o Section 4.4”
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“Assignee” means a Non-citizen Assignee (as defined in the FMP Pannership Agreement) a person
10 whom one or more Depositary Units {as defined in the FMP Pannership Agreement) or FMP Unis
have been wransierred, by assignment of 2 depositary receipt, of otherwise, in the manner permitted in the
FMP Pannership Agreement and who thereby has zn interest in the Limited Parmer equivalens two that of
a limited parmer but (2) limited 10 the rights and obligations appurnenant 1o an FMP Unit to share in the
allocatons and dismbutions, tncluding lquidating distibutions, provided in the FMP Parmership
Agreement and {b) otherwise subject to the limitatons under the Texas Act on the rights of an assignee
who has got become a sitbstiruted limited parmer,

“Capital Account” means the capital account maintained for a Parmer pursuant to Section 4.4.

“*Capital Conrributon™ means any cash and any Contributed Propernty, which a Partner contibutes w
the Parmership pursuant 1o Sections 4.1, 4.2 or 4.3,

“Carrying Value™ means {(a) with respect 10 a Contributed Properry, the Agreed Value of such
property reduced (but not below zero) by all depledon, depreciaton and cost recovery deductions charged
to the Parmers’ Capital Accounts pursuant to Secdon 4.4{a) with respect 10 such properny, as well as any
other changes for sales, retirements and other dispesitions of assets included in a Coamibuwed Property, as
of the ame of determination, and (b) with respect to any other property, the adjusied basis of such
propeny for Federal income tax purposes as of ihe lime of detwcrmination. The Carrying Value of any
property shall be adjusted in acoordance with the provisipns of Section 4.4(d).

"Cenificate of Limited Pannership™ means the Certificate of Limited Partpership fled with the
Secretary of State of the State of Texas pursuant to Sectien 6.1, as it may be amended from time 1o fime.

"Code™ means the Internal Ravenue Code of 1954, as amended and in effect from time 10 tme.

"Commencement Date™ means the date of the “first closing date” as defined in the Underwniting
Agrecment.

*Contributed Propemy” means cach Contributing Parmer’s interest in each property (other than
cash} contributed to the Partmership by such Coonmibunng Parmer. Once the Carrying Value of a
Coarributed Propeny is adjusted pursuaat (¢ Section 4.4(d)(1), such property shall ao longer constinuis a
Contributed Property for purposes of Sections $.2{b), {¢) and (d).

“Contributing Parmer" means each Pannear direcily or indirecily contributing a Coniributed Property
to the Pantaership,

“Conveyance Agreement” means that agreement eatgred inte amoug McMoRan, Freepon-
McMoRan Inc., the Limited Panaer and the Pamoership wherein {2) McMoRaa and FMI contribute and
convey to the Limited Panner cerain designaced assers and he Limited Partaer agrées to assume cerain
designated liabilities and (b) the Limitzd Pantner conuibuces acd conveys such assew o the Partnership
and the Partnership agrees (o assume such liabilities.

“Departing Partaer™ meaas a Generat Panner, as of the effective dace of any withdrawal or removal
of such General Partner pursuant ta Section 12.1 or 12.2.

“Exploration Agreement™ means that agreement berween the Limited Partner, McMoRan and the
Parinership dated as of the Commencement Date pursuant to which the Partnesship may purchase
McMoRan’s interest in cerain unproved and not yet evaluated acreage.

“FMI" meaans Freepor-McMoRan, Inc. a Delaware corporation.
“FMP P:mncrsbip Agreement” meaas the agreement of limited partnership of the Limited Parner.
“EMP Unit” means a unit of limited parner's interest in the Limited Parul.er
“General P:.mners" means: Mc‘\doll:m. FMTI and their suocessm!
}“Imu:d Oﬂ'enng me:;n;lﬁ.: uunnl public offering of EMP Un.us. ;
- “Leases” meany full oi' pamal interests in <il and gas leases, oil and gas minetal nghu {otherthan nex
profis, myaliy or uvemdmg myalry interests ), fee rights, licenses. coacessions ot other rights authonnug

lhc owier (o xp]o and pmducc oil and gas or contractual nghts 10 acquire any sur.h interests.

oA
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*Limited Panner” means Freepon-McMoRan Energy Panners, Lid., a limited partnership organized
under the Texas Act, and any successors of 1he Limited Partner,

“Liquidatoc” has the meaning specified in Section }3.3.

“Managing General Parner” means McMoRan or its successars.

*McMoRan"” means McMoRan Qif & Gas Co., a Delaware corporation.

"NASDAQ" means the Nanenal Association of Securities Dealers Automated Quozation Sysiem.

“Net Agreed Vaine” means (a) in the case of any Conributed Propenty, the Agtreed Yalue of such
property reduced by any indebiedness either assumed by the Pannership upon such contribution or to
which such properies are subject when contributed, (b in the case of any property curtenuly distributed to
a Parmer pursuant to Section 5.3, the Parmership’s Carrying Value of such property at the dme such
property is dismibuied reduced by any indebtedness cither assumed by such Parner upen such distribution
or w which such propernty is subject at the time of dismibution, and (c) in the case of any propery
disiributed to a Partper in lignidation of the Pannership pursuant 1o Sections 13.3 and 13.4, the fair market
value of such propeny at ihe time of such distriburion {as determined pursuant to Section 13.4) reduced
by any indebtedness either assumed by such Parmer upon such distribution or to which such propery is
subject at the time of distribution.

"“Oil and Gas Interests™ means direct or indirect interests in {(2) properties suitable for, believed o be
suitable for or currealy the subject of oil and gas exploration, development or producton, including
leasehold, operadag, non-operating, working and soyalry interests, and contract righis relating thereto; (b)
geophysical exploration permits; and (¢) any tangible or intangible assets or righss incident to the
toregoing, whether real, personal or mixed.

“Opinion of Counsel” means a written opinion of counsel accepuable to the Managing Generzal
Parmer.

“Original Properties™ means those propertes and asseis described in the Conveyance Agreement that
are 0 be contnibured to the Partaership by the Limited Paaner pursuant 1o Section 4.3(a).

“Panner” means a Geoeral Panner or the Limited Parmer.

“Panneeship” meaas the limited partnership established by this Agresment.

“Partnership Interest™ means the interest of 2 Parner 1o the Partaersaip.

“Percentage lmtcrest™ means (a) as (o the Managing General Pamner, .99%, {b) as 1o the Special
General Partuer, .01%, and (c) as to the Limited Partner. 99%.

“Persoe™ means an individual or a cerporadon, parmership, trust, unincorporated organization,
assaciation or ather enticy.

“Registration Statement” means the Registration Statement on Fdrm S-1 dled with the Securities and
Exchacge Commission under the Szcurities Act of 1933, to register the odering and sale of the Depositary
Units represendng FMP Units in the Initial Ofering, as it may be amended from time o time.

“Simulated Basis” means the adjusted basis of any oil and gas propecry (as defined in Secuon 614 of
the Cade), determined for Federal income tax purposes immediacely following the acquisition of such
praperty, 1s adjusted to rerlect (i) additions o basis ard {ii) the Simulated Deptetion Allowance.

“Simuiated Depletion Allowance™ means a depietion, allowance computed (in accordance with
Federal income tax priaciples) for eagh taxable year wih respect to each oil and gas groperty (as detined
in S¢ction 614 of the Code ), using the cost method or percentage method of depledan ( withaue regard w

limitations imposed on the percentage method under Sectioa 613A of the Code which theorstically could:

apply o less thag all Parmers), whichever results in the greatest depletion allowance. - For purpases of

computing the Simulated Depletion Allawangce with respact to any, propercy, the adjusted basis of such -
property shall be deemed to be the Simulated Basis in such propentyand. in no event shall such allowance, -

in the agzregate, exceed such Simulated Basis. SRR
- “Special General Panner” means AMI o its successors. ‘

- "Texas A" means the Texas Unifarm Limited Panetship Act, Anicle 61323 of the Revised Civil ;.
Statutes of the Stace Texas, as it may be amended {ram time to0_time, and any successor 10 such Act.
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“Underwriting Agreement” means that agreement o be snwered inco priar « the Commencement
Date between McMoRan, the Underwriters and others with respect to the purchase of certain FMP Units
by the Underwriters.

“Uait Price™ has the meaning specified in the FMP Panmership Agreement of the Limited Partner. —'l

“Unrealized Gain™ arributable w a Partnership property means, as of any date of determination, the
excess, if any, of the fair marker value of such property as of such date of determinadon over the Carmrying

Value of such property as of such date (prior to any adjustment to be made pursuagt o Secrion 4.4(d) as
of such daie).

“Unrealized Loss™ anributable w0 a Partacrship property means, as of any date of determination, the
excess, if any, of the Camying Valus of such property as of such date of determinaton {prior 10 any
adjustment 0 be made pursuant to Section 4.4{d) as of such date} over the fair marker value of such
property as of such date of determination.

ARTICLE III
Purpose

The purpose and business of the Partnership shall be the acquisiion, explocation, development,
operation and disposition of Oil and Gas [arerests; the sale and marketing of any product from such Oil
and Gas Interesrs; the carrying on of any busioess relating to or arising from exploration for or
development, producton, Teawment, processing or marketiog of oil and gas and other minerals produced
in associaton therewith that a imited pannership organized under the Texas Act may caity on; the
entering inte any parmership, joint venture or other similar arrangement to engage in any of the foregoing
and anything incidental to the foregoing.

ARTICLE IV
CAPITAL CONTRIBUTIONS

41 Managing General Partner. (a) On the Commencement Date, the Managiog General Parmer
shall contribute 9 the Parnership cash in an amount, or property having a Net Agreed Value, such that is
Capiral Conmribution then being made as Managing General Parner shall be equal w .99% of the 101al
Capiral Contributions {based on the amounts credited to Capital Accounts on account thercof) 10 the
Parmership then being made pursuant to this Section and Sections 4.2(a) and +.3(a).

{b) Following the Commencemear Date, whenever the Limited Parner makes a Capiual Coarribu-
ton to the Pannership pursuant to Section 4.3(bJ, the Managing General Partner shall contribute to the
Pannership cash in an amoune, or propecty having a Net Agreed Value, such thag its Capital Conuibution
then being made as Managing General Panner shall be aqual to .99% of the rotal Capital Concributions
(based on the amounts credited w0 Capital Accounts on account thereof) to the Partnership then being
made pursuant to this Section aand Szctions 4.2(b) and 4.3( h),

4.2 Special General Parmer, (3) On the Commencement Date, the Special General Parmer shail
contribute to the Pannership cash in an amounr equal ta .01 of the total Capital Coneribydons { based on
the amounts credited to Capital Accounts on account chereof) to the Partaership chen being made
pursuant to this Section and Sectons 4.[{a) and 4.3(a}.

{b) Following the Commencement Date, whenever the Limited Partner makes a Capital Coatribu-
tion to the Parmership pursuant o Section 4.3(b), the Spedal General Panmer shall conwibuse to the
Panmership cash in'dn‘amount, or propesty having a Net Agreed Value, such thac its Capival Contribution :
then being made shall be equal 1o .01% of the ol Capual Coneributions  based on the amounts credited i -
it thereof) to the Partnership then being made pursuant to this Section and -~

< Limite Comtributions. (a) On the Commencem.;nt Date, the Li_:qit_ed F:mner.'sﬁa]l
contribute “the . O taperties 1o the Parnership and the Papnership shail assume (or tzke- the
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Onginal Properdes subject w) all Liabilides and other indebtedness (0 be assumed by the Pannership in
accordance with the Conveyance Agreement

(b} Following the Commencement Date, the Limited Pacmer may contribute additional capital,
whether in the form of Oil and Gas Interests, cash or other property, to the Pannership and the
Partnership shall assume, or take subject ¢o, all liabilities actributable o any such contributed propery.

44 Capital Accounts. (a) The Parmership shall maintain for each Parmer a separate Capital
Account Such Capital Account shall be increased by (i) the cash amount ar Net Agreed Value of all
Capial Conuibutors made by such Partner to the Parmership pursuant to this Agreement and (ii) all
items of Partacrship income and gain computed in accordanes with Section 4.4(b) and allocated to such
Pamner pumuaat to Section 5.1 and decreased by (ifi) the cash amaunt ar Net Agreed Value of all
distributions of cash or property made o such Partaer pursuaant o this Agreement and (iv) all items of
Pannership deduction and foss computed io accardance with Section 4.4(b) and allocated o such Parmer
pursuane o Section 5. 1. :

(k) For purposes of computing the amount of any item of incame, gain, deducrion or loss to be
reflected in the Partners’ Capital Accounts, the determinaton, recognition and classificatioa of such tems -
shall be the same 1s its determinaton, recognition and classification for Federal income tax purposes:
provided, thac

(1) Salely for purposes of the application of the provisions hereof, the Partnership shall be
treated a3 owaing direcily its proportionate share (as determined by the Managing Geieral Partner
bascd upon the pravisions of the Afilizted Parmership Agreements) of all property owned by all
Artiliated Pannerships.

(i) Any deductions for depreciatiog, cost recovery or amortization (other than depletion under
Section 611 of the Code} auributable to a Coauibuted Property shall be detarmined as if the adjusted
basis of such property on the date it was acquired by the Partnership was equal to the Agreed Value of
such Property. Upon an adjustment pursuanme to Section 4.4(d) to the Carrying Value of any
Parwmership property subject to depreciation. cost fecovery of amortization (other than depletion
under Section 61 of the Code), any furher deductions for such depreciation, cost recovery or
amortizaton awributable to such property shall be derermined as if (he adjusted basis of such
property was equal to the Casrying Value of such properry immediarely following such adjustment.

(i} Any depletion deductions auwributable o a separate ol and gas property (as defined in
Secuon 614 of the Code) shall be computed by the Panaecship using the cost or percentage method of
depleton ( without regard o limitations imposed on the percentage method under Secuon 613A of the
Caode which theoretically could apply to less tham all of the Panners ), whichever results in the greatest
deduction. For purposes hereof, any cost depletion derermined with espect o an oil and gas property
shall be determined as if the adjusted basis of such propenty on the dase of such determination was
¢qual in amount 1o the Partaership’s Casrying Value with respect 10 such property as of such date,
Depieton deductons detecmined with wspect w0 an ol and gas propenty shall, in the aggregate,
reduce the Capital Accouats of the Partners only w the extent of the Pannership’s Camrying Value
with respect 10 such property. The allocations of basis and amount realized {and al! items of income,
gain, deduction or loss computed with respect thereio ) required by Ssetion 613A(¢)} 7)Y D) of the
Code shall not adect the Capital Accounts of the Panners.

(iv) Any inceme, gain or loss aunbutable to the raxable disposirion of any property {including
2oy propesty subject 0 Jepletion under Section. w11 of the Cude) shall be determined by the
. Parnmership as if the adjusied basis of such propeity as of such date of disposition was equal in

-amount o the Parmership’s Carrying Value with respect 1o such property 35 of such dare.

.- {v} If the' Pannership's adjusied basis in a depreciable or COSt recovery property is reduced for
.+ Federal income 1ax purposes pursuant 1o Section 48(3)¢ 1) of the Code, the amount of such reduction
£ shall,’ solely. for purposes hereof, be deemed 1o be an addidonal ‘depreciation- or cost recovery
deduction in the year such, propery is placed in service and shall be allocatsd’ameng the Panmers
pursuant fo Sectiog'5:1. Any restoration of such basis pursuant 10 Section 481 q){2) of the Code shaii _

me manner to the Parmers 10 whom such deemed deéduction was allocated. -

o
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(vi) All fees and ather expenses incurted by the Pactnsrship to promote the sale of (or w0 seil) a
Parmership Interest chat can acither be deducted nor amortized under Section 709 of the Code shall,
foc purposes of capital account maintenaace, be weared as an item of deducnon and shail be alfocated
among die Pamaers pursuant w Secuon 3.1,

{vil) The computadoa of all items of incore, gain, loss and deductions shall be made without —l
regard 1o any clection under Secton 754 of the Code which may be made by the Partnership and, as
0 those items described in Section 705(a}(1){B} or Sectioa 70%(a)(2)(B) of the Code, without
regard to the face that such items are uox includable in gross income or ace neicher currendy deductible
nor capitalizable fur Federal income @ax purposes.

{c) Generally, a qaasferee of a Partnership Interest will succeed to the Capital Accoune relating to
the Parmership [uterest transferred. However, if the traasfer causes 4 termination of che Pantnership under
Section 708(bk)( 1)(B) of the Code, the Parmership properties shall be deemed o have heen distributed in
tiquidadon of the Partnewship ta the Parters {including the transferee of the Parmership [nterest)
pursuant to Sections 13.3 and 13.4 and recontributed by such Partners in the reconsdmuton of the
Parwership. The Capital Accounts of such reconstmted Parmership shall be maincained in accordance.
with the priociples of this Section 4.4.

(d) (i) Upon the Limited Parner’s contribution to the Partnership of cash or properties received by
the Limited Pamner in-exchange for FMP Units pursuant w Section 4.4 of the FMP Panaership
Agrcement, the Managiog General Panaer shall make appropriate adjuscments to the Capital Accouats
(and to the Carrying Values of Partnership properdes) as necessary w0 cedect any adjustments made by
the managing general parmer of the Limiwed Partoer pu.rsuant 0 Section 4.6(d) of the FMP Partnership
Agreement.

(i) In addition, immediately prior to the distribudon of any Parnership praperty in liquidation af
the Parmership pursuant to Sections 13.3 aad 13.4, the Capital Accouats ot all Parmers (and the Carrying
Values of all Parmership properties) shall, immediately prior to any such distribucion, be adjusted
{ capsistent with the provisioas hereof and of Section 704 of the Code) upwards or downwards to redect
any Uarealized Gain or Uarealized Loss attributable 1o all Parership properdes (as if such Unrealized
Gain or Unrealized Loss had been recognized upon an actual sale af such properties, immediatcly prior to
such distribution, and was allocated to the Partners, a¢ such ume, pursuant o Sectioa 3.1). [n determining o
such Unrealized Gain oc Unrealized Loss awributable w the propeaies, the fair market value af
Parnership properdes shall be determined by the Managing Geaeral Panner using such reasonable B
mediods of valuadon as it may adopt.

4.5 Interesr. No interest shail be paid by the Parmership on Capital Conuributions or on balances in
Parners” Capital Accouats.

4.6 No Withdrawal A Parwer shall nos be enutled. 1o withdraw any part of its Capital Contribution or

its Capital Account or o receive any disuibutdon from the Pannership, except as provided in Section 3.3
and Amcles X1l and XIlL.

1.7 Loans from Parmers Loans by a Pamner 1w the Pamnership shall not be considered Capiral
Contributions.

ARTICLE V
ALLOCATIONS AND DISTRIBUTIONS

5.1 Capital Accourts and Allocations. For purposes of maintaining the Capital Accodnts and in
dctcrmmmg the rights of the Partners amoag themselves, each item of income, g:u.n. loss and deduction -
(compuied in awurdauqc wnh Sccnon 4.4(b}) shall be allocated xo lhe Parmers in acaorda.nce with thelr e
respective Percentage. [ntsresu.’ ;

52 Tax Allocana A (.a) For Federal income tax purposes, except as otherwue pm\nded in Sm:tu:u:{T
5. ’{b). ca:h iem of amouat realized, tncome, gain, loss, deduction and credic of the Parmershxp shall bc
- nllmr.:d amoug Lhe l’:n'lners in :wmrd:m:e with their respective Percentage [nleresls )
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{b) The deduction for depletdon with respect to cach separate oil and gas property (as defined in
Section 614 of the Code) shall be computed for Federal income tax purposes separately by the Parwers
rather than the Parmership in accordance with Section 613A(c)(7)(D) of the Code. For purposes of such
computation, the adjusted basis {betore taking into account any adjustments resulting from an election
made by the Partnership on behalf of such Parner under Section 754 of the Code} of each oil and gas
property (as defined in Secdon 614 of the Code)} shall be allocated to the Parmery in accordance with their
respective Percentage [nrerests ualess regulatons under Section 704 of the Code require a different
allocation. Each Parmer -hall separately keep-records of his share of the adjusted basis in each oil and gas
property, adjust such share of the adjusicd basis for any cost or percentage depletion allowable on such
property and use such adjusted basis in the compuration of his cost depletion or in the computation of his
gain or loss on the disposition of such property by the Parmership.

(c) For the purpese of the separawe computation of gain or loss by each Partier on the sale ar
disposition of each separate oil and gas property (as defined in Section 614 of the Code ), the Pannership’s
allocable share of the “amount realized” (as such term is defined in Section 1001(b) of the Code} from
such sale shail be allocated for Federal income 1ax purposes to the Parmers as followy:

(i) In the case of a Conmributed Property, such ““amount realized” shall be allocated (1) first, 1o
the Parmers in 20 amount equal to the Simulated Basis in such property in the same proporion as
such Parmers were allocated adjusted basis in (or awributable to) such property (as determined in
accordanes with Secton 5.2(b)), (2) second, to the Contributing Parmers with respect to such
property, in a manner to take inw account the variation between the Agreed Value of such property
and jis adjusted basis for Federal income tax purposes at the time of contribution, and {3) third, the
balaace to the Parmers in accordance with their respective Percentage Interests.

(ii) In the case of an Adjusted Property, such “amount realized” shall be allocated (1) first, 1o
the Partoers in an amount equal 1o the Simulared Basis in such property in the same proportion as
such Partners were allocated adjusted basis in {or atibutable o) such property {as determined in
accordance with Section 3.2(b)), (2) second, among the Pariners in a mananer ( consistent with the
prindples of Section 704(c) of the Code and the Treasury Regulanons promulgaied under Section
704 of the Code) to take into account the Unrealized Gain or Unrealized Loss atuibutable to such
property and the allocations thereof pursuant w Section 4.4(d)(i), {3) third, in the event such
property was originally a Coninibuied Froperty, to the Contribunng Partners with respect to such
property, in a manner (o take into account the varniation between the Agreed Value of such property
and its adjusted basis for Federal income tax purposes at the ime of contributen, and {4) founth, the
balance to the Partaers te accordance with (heir respectve Percentage Interests.

{iii) In the case of all ather il and gas properties, the “amaunt realized™ shall be allocatad (1}
first, to the Partners'in an amouat ¢qual to the Simulated Basis in ¢ach such property in the same
proportion as such Panners were allocated adjusted basis in (or acribucable t0) such property (as
determined in accordance with Secton 3.2(b))iand {2) second, the balance to the Partners in
accordance with their respective Percentage Interests.

{d) Each item of deductica for depreciation and cost recovery deduction aitributable to, and each
item of gan or loss from the sale of, any property which is not an oil and gas property, zs defined in
Section 614 of the Code, shall be allocated for Federal income tax purposss among the panmers in
accordance with theic Percenr.age Intereses unless rcﬂulauons uader Section 704 of the Code require a
diferent allocaton.

(¢) Itis iaended thal the allocations in Paragraphs (b)Y, (c}(1), {c)(i) aud {d)} hercof efect an
allocauoa for Federal income tax purposes pursuanc @ Secuon 704(c¢) of the Code and the Treasury
Regulatons promulgated-under Seciion 704 of the Code and comply with any limitations or reserictions -,
therein. Such ailocarions are designed 10 2liminate, to the extent possible, disparities thas otherwise exist .
beiween the balances of the. Panners’ Capital Accounts. as maintained putsuant to Section 4.4, and such
balaaces had such Ca 'lnl Accounts been mainrained sirictly in amrdance with tax aocounung prmclp{es
The Managmg Gen.e ?anner shall have discretion tn make the al!omnons and’ adjustrnenu to Capital-

“of the Paraers as rerlected in the
104 of the Code or-by final Treasury -




() All items of income, gain, loss, deduction and credit {or basis theretor) recognized by the
Pantnership for Federal income lax purposes and allocared 1w the Parmers in accordance with the
provistons hereof shall be determined without regard 1o any election under Scction 754 which may be

made by the Partnership; provided, however, such allocations, once made, shall be adjusted as necassary

to take inw account those adjustments authorized under Sections 734 and 743 of the Code and. where

appropriate, o provide only Partaers recognizing gain on Parmership disiributions covered by Section 734 -

with the Federal income tax benefits anributable w the increased basis in Partnership property resulting
from any clecdon under S=ction 754 of the Code.

(g} To the exteat of any Rempmre [ncome resulting from the sale or ather taxable disposition of a
Parmenhjp asset, the amount of any gain from such disposition allocated to (or recognized by) z Partner
{or its successor in interest) for Federal income tax purposes pursuant to the above provisions shall be
deemed 0 be Recapiure Income 10 the extent such Partner has been allocated ar has claimed any
deduction directly or indirectly giving rise to the reaiment of such gaia as Recapture Income.

(h) In the event of the wansfer of a Pannership Laterest during a year, each item of Parmnership
amount realized, income, gain, loss, deduction and credit awributable to the transferred Parmesship
Interest shall for Federal income tax purposes be prorated between the transferor and transferee on a daily
or ather reasonable basis, as required by Section 706 of the Code; provided however, that gainor losson a
sale or ather disposition of all or a substantial portion of the assets of the Pangership shall be allocated to
the holder of the Partnership Interest on the date of sale,

(i} If the Percentage Interest of the Limited Parmer is changed during a taxable year for any teason
other than the transfer of a Parnership Interest to another Person, the Limited Partner’s share of taxable
income or loss shall be determined for Federal income tax purposes by precating all items of taxable
income or loss on 2 daily or other reasonable basis and allocating such items among the Parmers taking
into account each such Partner’s varying Percentage Interests in the Parwership oa ¢ach such day (ar other
reasonable period) as requi::d or permitted by Secrion 706 of the Code.

5.3 Currens Diseributions. (a) From time o time, and aort less ofien than quarterly, the Maaaging
General Parmer shall review the Parmership’s accounts w determine whether distributions are appropri-
a. At any dme the Managing General Partner may make such distributions as it, in its discredon may
determine, without being limited 0 current or accumulated income or gaias. Such distributions may be
made from Pamnership revenues, Capital Conwibutions or Partnership borrowings. The Managing
General Parmer may in its sole discretion disuibute to Parners other Partaership prapecy. All such
distributions shall be madc concurreatly 1o ali Parners and in accordance with the Percentape [nterests of
the Partaers.

{b) For the purpose of this Agreement the amount of windfall profits tax auributable to a Partner
shall be wreated as follows:

{i) The cash proceeds that are offict by the withholding of such rax will be deemed to have been
disuribured (o the Partmer. The amount of such i shall be treated as paid by the Parmer.

(if) If any Panwner is subject to a higher rate of windfal} profits wax on any oil production of the
Partnership than the raie imposed on any other Parmer, the Managing Geperal Panuer is authorized
to appropriately adjust actual cash disuibutions in order o reflect accurately the varying rates of
windfall profits tax imposed upon the various Parmers.

{c) Any amounts p:ud pussuant 0 Section 6.4 shall not bc decmed disributions for purposes of this
Agreement N
K ARTICLE VI
'\{mmmu- AND OPEAATION OF Bmm

Geueml Parmer shall caute a Cemﬁcam of Limited Pmncrshlp of - the
the Sccrcm.ry of State of ths State of Texas, as required by the Texas Act,dn
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shall cause to be dled such other cemificawes or documeats as may be required for the formation aad

aperadan of 1 limited pannership in Texas or any other state in which the Parmership may elect to do
business, -

6.2 Aurhority of the Managing General Parener. In addition 1o the powers pow or hereafier granted a
general pantner of a limited pannership under applicable faw or which are granted the Managing General
Parmer under any other provisions of this Agreement, the Managing General Pacmer shall have full power
and autharity to do all tiings deemed necessary or desirable by it to conduct the business of the
Parmarship, including without limitadion, (2) the determinarion of the wells and operations in which the
Barmenhip will paricipate; (b} the making of any expenditures, the borrowing of money and the
incurring af any obligations it deems necessary for the condust of the activities of the Partership: (c) the
acquisiden, disposidon, mongage, pledge, encumbrance, hypothecation or exchange of any oe all of the
assets of the Pannership: (d) the use of the assets of the Partnership (including, without limitation, eash
on hand) for any purpose and on any terms it sees fit, including, without limitation, the fnancing of the
conduct of the drilling activities and other operations of the Pannership, the repayment of obligations of
the Pantnership, the coaduct of additional Parmership operations and the purchase of Ol and Gas
[nterests; (¢) the negonation and execution on any terms deemed desirable in its sole discretion of any
confracts, conveyances or other insguments that it considers useful or necessary to the conduct of the
Partnership operations or the implementation of its powers under this Agreemear: ([} the disaibudon of
Parnership cash; (g) <he selection and dismissal of cmpioyees and ouwside auorneys, accountants,
consultants and contractors and the determination of wheir compensation and other wrms of employment
or hifing; (h) the making of all dedsions concerning the desirability of payment, and the payment or
supervision of the payment, of ail delay rentals and shut-in royaity paymenis: (i) the maintenance of such
insurance (or the benefic of the Parmership and the Parmers as it deems necessary; (j) the formadon of
oy further limited or general pannerships, joint veatures or other relationships that it deems desirable;
(k) the conuol of any maners afecting the rights and obligadons of the Pannership, including the conduct
of liigatdoa aed other incurring of legal expenses and the sewlemenr of claims and litigacen; (1) the
operation of praducing wells drilled on Leases acquired by the Pannership of on a regulatory uait that
includes any part of such a Lease; and (m) the puschase, sale or other acquisition or disposition of FMP
Caits and depositary uaits cepreseating FMP Units ar such times and on such terms as it deems 10 be in the
best interests of the Parmership and the Panmers.

6.3 Reliance by Third Parties. Norwithstanding any other provision of this Agreement 10 the conurary,
a0 leader oc purchaser. inciudiog any purchaser of property from the Parmership or any other Person
dealing with the Partnership. including any purchaser or producrion, shall be required w0 look w0 the
application of proceeds hereunder or 1o verity any representation by the Managing General Partner as o
the exteat of ke interest in the assets of the Pannership thar the Managing General Partner is entided o
encumber, sell or otherwise use, and any such leader or purchaser shall be entited to rely exclusively on

" the representations of the Managing General Partaer as to its aushority (0 eater into such finaacing or sale
arrangements and shall be enritled to deal with the Managing General Partner as if it were the sole party
in intecest therein, boch tegaily and benericially. In no event shall any Person dealing with the Managing
General Pactner or the Managing General Partner's representative with respect to any business or property
of the Paresship be obligated o ascertain that the tenns of this Agreement have been complied with, or
be obligated to inquire into he necessity or expedience of any act or action of the Managing General -
Panaer or the Maoaging General Partner’s representative; 2ad every contract, agreement, deed, morigage,
security agreement, promissory note or other instrument or documeat executed by the Managing General
Pactner or the Managing General Parmer’s representalive with respect to any business or property of the
Pannership shall be conclusive evidence in favor of any and every Person relying thereon oc claiming
thereuader chat (i) at the time of the execudon and/or delivery thereor this Agreement was in full force
and <fect. (ii) such'insrument or ‘document was duly execured’in’accordance with ‘the terms and
pravisions of this Agreement and is binding upon the Partnership. and { iif) the Managing Generai Panner
or the Managing General Panuer’s representative was duly authorized and empawered 1o execue and
deliver any and every such instrument or document for and oa behalf of the Parnership.
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6.4 Compensation and Reimbursement of General Parmers. (a) The Ganeral Parmers shall not be
compensated for their services as General Panners o the Parmership.

(b) Each of the General Partners shall be reimbursed for all expenses, disbursements, and advances
incurred or made in connection with the organizatign of the Pannership, and the qualification of the
Parmership and the General Parners o do business,

(¢) Each General Parmer shzll be reimbursed on a monthly basis for all direct expenses it incurs or
mazkes on behalf of the Pamtnership (l’ﬁcluding amounts pzaid 10 any Person to perform scrvices for the
Partnership) and for that 7umion of each General Pacmer’s legal, accounting, geological, engineering, well
supervision, telephone, secretarial, aircraft, ravel and entertainment fees and cxpenses, office reat and
other office expenses, salaries and other compensation expenses of employees, officers and directors, other
administrative expenses and other expenses necessary or appropriaze 1o the conduct of the Parwnership’s
business which are incurred by such Generai Pantper in operating the Panaership’s business {incuding,
without limitation, expenses, indirect or otherwise, -reasonably allocated to a General Panzer by i
arfitiates) which is reasonably allocated 10 the Partnership, in addition o any reimbursement as a result of
indemuificadon pursuant to Section 6.8; provided, however, that no compensation shall be allocared to the
Parmership which is payable in connection with the termination of an officer of a General Parmer by
virtue of a change in conool of a General Partner. The Managing General Partner shail determine such
fces and expenses which are allocated o the Panmership in any reasonable manner, Al expenses thar have
been or would otherwise be incurred by or charged to the Limited Parmer shall construte expenses of, and
shall be paid by {cither by direct payment by the Parmership or by payment to the Limirted Partuer for
payment of such expense)}, the Partnership.

6.5 Ouside Activities. Except as provided in Section 6.6 of the FMP Parmnership Agreement, the
Speaal General Parmer, any Affiliate thereof and any director, officer, partner or employee of 2ither
General Panaer or any Affiliate of a General Partner shall be antitled o and may have business interests
and engage in business activities in addition to those relating to the Parnership, may engage in the
ownership, operation and management of working, ronpanticipating or other interests or royaldes in oil
and gas properies, and any other businesses and acrvites, including business interests aod activides in
direct competition with the Partnership, for their own account and for the accouat of others, and may own
wmierests in the same properties as those in which the Parmership or the Limiled Partner owns an'interest,
withont having or incurring any obligadon o ofer any interest in-such properties, businesses or activities 1o
the Parinesship, the Limited Pactner or any other Paniner, and no other provision of this Apgreemept shall
be deemed w0 prohibit the Genecal Partners or any such Person from conducnng such other businesses and
acavites. Neither the Pannership nor the Limited: Pastner shall have any rights by virtue of this
Agreement ia any independent business vencure of the $pecial General Partner, any Adfiliawe of the Special
General Partmer or 2ay direciac, oificer, pantner or employee of cither Gencra Panaer or an Affiliate afa
General Panmer. . '

6.6 Partnership Funds, The funds of the Pannership shall be deposited in such accouat or accounts as
are designated by the Managing General Panner and shall not be commingled with the funds of either
General Parmer or any Affliate thereof, other than the Limited Partner. All withdrawals from or charges
against such accounts shall be made by the Managing General Partner or by its agents. The Managing
General Partner may use the funds of the Paninership as compensating balances, provided that such funds
do not directly or indirectly secure, and are not atherwise at ask on account af, any indebreduess or other
obligation of any General Parner ar any director, ardficer, panaer, cmployee or Affiliate of a Gegeral
Panner. other than the Limited Panner. All withdrawals from or charges agaiast such accounts shall be
made by the Managing General Parmer or by its agens. Funds of the Parwership may be invested as
determined by the Managing General Panner, except in connection with acts otherwise prohibited by this
Agreement. B . Ll L

6.7 Conmtracts wirl_r}iﬁliaru: Loans ta or frort General Partnersy Joint Ventures. (a) The Managing
General Pamner may:jiself, or. may enicr into an agicement with the Special General Partaer or an
Aifiliate of a General”Parner o render services for the Partnership. Any service rendered [0 the
Parnership by 2 General Partner or-any Affiliate thereof shall be on terms that are fair and reasanable o
the Limited Partaer,’“The provisions of Section 6.4 shail apply to the rendering of services described in -
N such Section. e -
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(b} A General Pantner or any Affiliate of a General Parer may lead to the Parmership funds
needed by the Parnership for such pedod of time as the Managiag Geaeral Partner may determine,
provided, however, that such General Parumer or Affiliate may not charge the Partnership interest sreater
than the lesser of (i) the General Parmer's or Affiliate’s actual interest cost (including points or other
financing charges or fees, if any); or {ii) the rate (including points or other financing charges or fees) thar
would be charged the Partnership (without reference to the Managing General Parmer's or Special
General Partner’s financial abilities or guarantes) by unrelated lenders on comparable loaas for the same
purpose; provided, however, that assumpioa of indebredness by the Parmership pursuant o the
Conveyance Agreement ir. hereby ratfied by aill Partners. The Partnership shall reimburse a General
Partner or its Affiliate, as the case may be, for any costs incurred by such Geperal Partner or Affitiate in
connection with the borrawing of funds obtained by such General Partner or Afiliate and loaged w che
Parwership; provided, however, that assumption of indebtedaess by the Parmership pursuant to the
Conveyance Agreement is hereby ratified by zll Parters.

(c} The Partership shall not lend funds to the Generzl Partners or their Affiliates, other than the
Limited Partner.

(d) The Pannership may transfer Oil and Gas [nterests ar ather assees o joint ventures or other .
partmerships in which it is or thereby becomes a participant upea such terms and subject to such conditions
consistent with applicable law as the Managing Gegeral Pastner deems appropriate.

(¢} Neither a General Partner nor any Affiliate of a General Parmer shall sell, transfer or convey any
Lease or ather property (o, or purchase any Lease or other propery from, the Parmership, directly or
indirectly, except pursuant to waasactions that are fair and reasouzble o the Limited Parmer. The
pravisions of this subsection (¢} shall not apply to wansactons pursuans to the Explaration Agreement.

{1 Norwithstandiag any ather provision of this Agrecmeat or the FMP Parntpership Agreement, a
General Partner or any Affiliate of a General Pacter shall be free to puichase, and the Paruncrship shall
be iree 10 sell, any oil, gas and ower liquids and sulptwr or other minerals produced by the Partnership
upon such other terms and conditions as are mutuaily agreeable o the Parraership and such General
Panaer or Affitiate.

(g) Each of the Partners hereby approves, ratifies and confirms the axecution, delivery and
performance of the Conveyance Agreement, the Exploradon Agreemens aud any other agreements, acts,
transzctions or masters described in the Registration Statement and authorizes, catifies and condcrms the
execution, delivery and performance of such agreesments by the Maraging General Partner or the taking of
such acdon og bekaif of the Pannership sithour any {urther act, approval or vote of the Pamaers of the
Parnership, actwithstaading any other provision of this Agreemem ot the FMP Parteership Agreement.

6.3 Indemnification of General Pariners. The Pannecship shall indemnify and hold harmless the
Geperal Panners and their directors and otficers (individually, an “Indcmaitee™), to the extent permiited
by law, as rfollows:

(3} In any threarened, pending of completed action, suit or procecding to which an Indempitee was
or is a party or is threatened 1o be made a party by reason of the fact that it is or was a Geaeral Panmner of
the Panmership or 3 director or officer of a Geaeral Paniner of the Pannership {other than an action by or
in the right of the Partnership), involving an alleged cause of action for damages anising {from the activities
of such General Parner uader this Agreement or the management of the adairs of the Pantnership. or
whick relate o0 the Parmership, its propenty, business or afairs, the Parmership shall indemmfy such
Indemnitee against expenses, including anormeys’ fees, judgments and amounts paid in settlement acruaily
and reascaably incusred by such [ndemeiiee in connecuon with such action. suit or proceeding, if such
Indemnitce acted in good faith and in a magoer he or it reasonably believed 10 be in or not oppased 1o the
best interests of the Pannership and provided that the Indemuitee’s conduct does not constimte gross
negligence, willful or wanton sniscoaduct or a breach of its fiduciary obligations o the Limited Partner.
The termination of a- proceeding by judgment, order, setlement,- conviction ‘or upon a- plea of nolo
comiendere, or its equivalenr, shall nor, of itself, create a presumprion that an Indémnitse did not act in
gocd faith and in a manner that he or it reasonably believed 10 be in, or oot opposed 10, the best interests

- of the Parinership,” Lt S B
: -{b)" In any threatened; pending or completed action. suit or proceeding by o in ‘the right of the -
".. Paruecship, wo which an Indemnitee was or is a pany ar is threatened o be made a party, involving an < -

r, L .. o]
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alleged cause of action by or in the dght of the Limited Parmer for damages arising from the activities of a
General Partner under this Apreement, the Partnership shall indemaify such Indemnitee against expenses,
including auorneys’ fees, actuaily and reasonably incurred by such Indemniice in connection with the
defense and sewlement of such action, suit or proceeding, if such Indemniree acted in good faith and in a
manner it reasonably believed to be in or not opposed to the best interests of the Partnership, excapr that
oo indemnification may be made with respect @ any claim, issue or mansr as to which such Indemnitee
shall have been adjudged to be liable for negligence, misconduct or breach of fidudary obligation in the
performance of his or its dury (o the Parwnership, unless and oaly 10 1the exignt that the court in which such
action, suit or procesd'ag was brought shail determine upon application that, despite the adjudication of
liability but in view of all the circumstances of the case, such Indemnitee is fairly and reasonably entited to
indemnity for such expenses which such court shall desm praper.

{c) Expenses (including legal fees and expenses) incured in defending any proceeding shall be paid
by the Parmership in advance of the final disposition of such proceeding upon receipt of an underaking by
ar on behalf of the Indemnites 1 repay such amount if ir shail ulimately be determined. by a court of
competeat jurisdiction or otherwise, that the Indemnitee is pot entiled to be indemnified by the
Pannership as auhorized hereunder. '

(d) Any indemuificadon uader Section 6.8(a} ar {b) above, unless ordered by a courr, shail be made
by the Parmership only as authorized in the spedific case and only upen a determinadon (i) by a majoricy
vote of a quarum of directors of the Managing General Parmer who at the time of the vote are pat named
defendants or respondents in the proceeding or (i} if such a quorum cagaot be abtained, by a majority
vate af 3 committee of the board of directors of the Managing General Pactier, designated to act in the
matter by a majority vote of all directors, consisting solely of two or more directars who at the time of the
vote arc not aamed defendants o¢ respondents in the proceeding, or (iii) by special legal counsel selected
by the board of directors or a committee of the board by vote as set farth in (iYyor (ii) above, or if such a
quorum cannot be obtained and such a committee cannot be established, by a majority vate of all diractars
of the Managing General Partaer, that indemnification of an Indemnitee is proper-in the circumstances
because such [ndemaites has met the applicable siandard of conduct set forth in the pertinent subsection.
Any such indemnification shall be made only out of the assets of the Pannership.

(¢) The indemnificadon provided by this Section 6.3 shall be in addition o any othec rights to which
those indemnified may be enttled under any agreemeat, vots of the Pantners, as a matter of law or
otherwise, bath as 1o action in the [ndemnitee’s capacity as a Geaeral Partaer ac as a directar ar officeraf a
General Parmer and 1o action io another capacity, aud shall condoue as w0 aa [ndemnitee who has ceased

(0 serve in such capacity and shall inure to the benefit of the heirs, successors, assigns and administrators of
the Indemnitee, : i

(1) To the extent commercially reasonable, the Partnership shall purghase and maintain insurarce oa
behalf of the General Parmers, their directors and officers and such other Persons as the Managing
General Panwner shall determine against agy tiabiliry which may be asserted against or expense which may
be incurred by such Person in connection with the Parnership’s activities whether or not the Partnership
would have the power to indemnify such Person dgainst such Habiiry under the provisions of this
Agreement,

(g) In mo event may an Indemniree subject the Limited Pamner o personal liability by reason of
these indemnisicaden provisions. !

{h) An Indemnitee shall not be denied indemnification in whole or in part under this Secrion 6.8
because the [ndemnires had an interest in the transaction with respect to which the indemnificadon applies
if the wransaction was otherwise permitted by the terms of this Agreement.

(i) The indemniﬁ(:;i;ious provided in chis Section 6.8 are for the benert of (he Indemﬁitees and shall

not be desmed to create-any rights o indemaitication for asy other Persons.. . .-

6.9 Other Matters C'dnc_e_r__ning General Fartners. (1) Each of the General Pamners may rely on and
shali be prosectzd in g.Or ‘teltaining rom acting upon - any; resojution. cemificate, statement,
instrument, apinion; fepart. notice, requesr, consent, order, bond. dekearure, or ather paper or document
believed by it t0.be geauine and 10 have been signed or presented by the proper party or parties.
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(b} Each of the General Panners may consult with legal couasel, accouatants, appraisers,
maaagement consultaas, investment bankers, and other consnitants and advisers selected by it and any
opinion at’ such Person as 1o maters which the General Panner believes o be within its professional or
expert competence shall be full and complete authorization and protection in respect to any action taken or
sudfered or aminted by the General Panuer hereunder in zcod faith and in accordance with such opinion,

ARTICLE vII
RUGHTS AND OBLIGATIONS OF LIMITED PARTNERS

1.1 Limitation of Liability. The Limited Partner shall have no liability under this Agreement except
as provided by the Texas Act

7.2 Managenent of Businesr, The Limited Parmer shall not take part in the operadion, management
ar control (within the meaning of the Texas Act) of the Pannership’s business, transact any business in the
Partnership’s aame or have the power to sign documents for or otherwise hind the Partnership. The'
fransaction of any such business by an employee or agent of a General Parmer in his capacity as such shall
aot adfect, impair or eliminate the limitations on the liabiliry of the Limitsd Partner under this Agreement.

ARTICLE vl
Dooks, RECORDS, ACCOUNTING AND REPORTS

8.1 Records, dccounting and Reporrs. The Managing Geueral Parener shall keep or cause (0 be kept
complete and accurate books with respect 1o the Partnership’s business, which books shall at all dmes be
kept a¢ the principal office of the Partnership. The books of the Pantnership shall be maintined for
financial reporting purposes oa the acerual basis or oa a cash basis as the Managing General Partner shall
determine io its sole discretion. and adjusted pedodicatly to an accrual basis. in accordance with generally
accepted ccoundng principles.

8.2 Fiscal Year. The fiscal year of the Parnership shall be the calendar year.

3.3 Annual Reports. As sooa as practicable, but in ao event later thag ninety days afler the close of
each fiscal year, the Managing General Parner shall deliver to-the Limited Parner €2pOrts containing
financial statements of the Pannecship for the iiscal year. presented in accordance with generally accepred
accounting principles, including a balance shest, statement of income, a statement of Parners’ equity and a
ilatement of changes in Anancial position, such statements 1o be audited by a nationally recognized firm of
independent public accountants selected by the Maanaging General Pactnec.

8.4 Other Reports. As soon 13 praczicable, bucin o event later than {orty-iive days atter the close of
¢ach calendar quaner, ¢xcept the last calendar quarter of ¢ach Gscal year, the Magaging General Partaer
shail furnish to the Limited Panner 2 quarterly report for the calendar quager containing such financial
aad ather iaformadon as the Managing General Parer deems approprate.

8.5 Qther Information. The Managing General Panner may release such information congeming che
uperations af the Parunership to such sources 3s is customary in the indusiry or required by law or

regulation of any regulaory body. The Managing General Panner shall fumnish the Limited Panner orits

representatives, 4t its request, any. funther noncontidental information in such form as it-may teasonably
request selative o any. phase of the operations of the Parmecship.. The Limited ; Partner and. its

representatives shall have free aceess during normal business hours 10 all nonconfidential records relative

to the operations of the Pinnes
thereaiter. the Managing' Geperal -Paraer shall maintain aad preseeve’ all books of. account and other

relevant documents. Notwithstanding the provisions of this section, any seismic data, any logs. well reports -

or other drilling data may be.kept cogtidential for a reasonable period of ume. -

14
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ARTICLE IX
INcOoME Tax MATTERS

9.1 Preparation of Tax Returns, The Managing General Parwner shall arrange for the preparaton
and umcly iling of all returns of Pannership income, gains, deductions and fosses necessary for Federal
and state income tax purposes and shall use its best ¢ffors 10 fumnish 1o Partners and Assigoees within
ninery days of the close of the 1axable year the tax informarion reasonably raquired for Federal and state
income tax reporting purposes. A copy of the Parnership's Federal income tax return will be furnished to
any Partner upon requesr, at the expense of such Partner. The classification, realization and recognition of
income, gain, losses and devuctons and other items shall be on the accrual method of accountng for
Federal income tax purposes, as the Managing General Parmer shail determins m its discretion. The
taxable year of the Parmership shall be the calendar year.

9.2 Tax Elecricn. Except as otherwise provided hereip, the Managing General Pasner shall, in its
sole discretion, determine whether 10 make any available election (including the elections provided for in
secrions 48(q)(4) and 168 of the Code). The Managing General Parmer shall make the elecdon uader
Secdon 754 of the Code in accordance with applicable regularions thereunder 1o cause the basis of
Parmership property 10 be adjusted for Federal income tax purposes as provided by Sections 734 and 743
of the Code, subject to the reservation of the right to seek 1o revoke any such election upon the Managing
General Parmer’s determination that such revocation is in the best interests of the Limited Pamper,
provided that the Managing General Parmer shall not sesk to revoke any such election unless it receives aa
opinica of independent counsel thar such revocation would not result in the loss of limited liability of the
Limited Pariner in the Partnership or cause the Parmership © be wreated as an assogiaton imble asa
corporaton for Federal income tax purposes.

9.3 Tax Controversier. Subject (o the provisions hereof, the Managing General Parter is designared
as the Tax Matters Panner (as defined in Section 6231 of the Code), and is authorized and required to
represent the Panmmership (ac the Panmership’s expense) in connecticn with all examinations of e
Parmership’s afairs by tax authorities, including resuiting administrative and judical proceedings, aad 10
expend Partnership funds for professional services and costs associated therewith. Each Partoer agrees 10
cooperate with the Managing Gengral Partner and 16 do or tefrain from doing any or all things reasonably
required by the Managing General Parmer 1o conduct such proceedings.

9.4 Oreanizatonal Expenser. The Partnership shall elect 1 deduct sxpenses wcurred in organizisg
the Parmership ratably over a sixty-month period as provided in Section 709 of the Code.

9.3 lntangible Drilling Costs. The Pactpership shail make an election w0 deduct intangible dnlling

and developmenc costs on its Federal income tax teturn in accordance with the option granted by Section
263(c) of the Code.

9.6 Taxation as a Partnership.| Na election shalt be made hy the Partnership, or aoy Paraer for the
Pannesship ta be excluded from the application af any of the provisions of Subghapter K, Chaprer | of
Subtitle A of the Code or from any similar pravisions of any state @ax laws.

ARTICLE X

v

TRANSPER OF {NTERESTS

10.1 Transfer. (a) The term “transfer”, when used in this Armcle with tespect o 2 Pamaccship

Interest, includes a sale, :sslgmn:nt. gift, pledge, encumbraace, hypolhecauon. martgage, exchaage or aay
ather dispasition. .~ . - .

(b) No: Pannersh.ip Imeresr shail-be trapsterred, in whole or in part, excepe in accordance with the
rerms and condmons set fanh'in this Article. Any transter ar purponed tra.n.ﬂer of any Pmnerstup [ncerest -

not made in accurd_anec ith thss article shail be auliand void.
-10.2 Transfer of_ Int

auuxglﬁfaf_smso?z_a

) p i1 of General Partners. A General Parner may aot wanster all oc aay parcaf.’
its P:um:zsh:p Inu:res _:.u a Gen:r.u Panner. except that if a Gcm:ral Pantcer transfers fo aay Person its -
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partaership interest as a geacral partoer of the Limited Parner, such General Parter shall rranster its
Parnership Interest as a General Partner of the Panaership (o such person. The Limited Partaer hereby
Cconsents (o any such transter.

10.3 Transfer of Interess of Limived Fartner. Th Limited Panmer may nat transfer all or any par of
its Parcnership [nterest as the Limited Parner except that a successor of the Limited Parmer may succeed
t0 its Partnership Luterest as 1he Limited Pagtoer in the Partnership.

ARTICLE XI
ADMISSION OF SUBSTITUTED PARTNERS

V1.l Admission of Succestor Limited Partner. The successor of the Pactnership Interest of the Limited
Partner shall be adminted to the Paraership as a Limited Parwer upon fumnishing to the Managing
General Pastmer (a) acceprance in form sasfactory ta the Managing Geacral Partner of all the terms and
conditons of this Agreement zad (b) such other documents o¢ instruments as may be required in order to
effect its adouission as 3 Limited Partmer. .

.2 Admistion of Successor Managing General Partner. A successor Managing General Panner
selected pursuaat to Secticn 12.1 or the ansferee of the entire Parmership Intetest of the Managing
Geoeral Parer pursuant to Secton 10.2 shall be admicted to the Partoership as a substirute Managing
General Parmer.

[L3 Admission of Successor Special General Parmer. A successor Special General Parmer selected
pursuant w0 Secton £2.2 or the transfcies of the entire Partmership [aterest of the Special General Partner
pursuant to Sectioa 10.2 shall be admitted 1o the Parmership as a Spedial General Partner upon furmishing
to the Maaaging General Parmer (a) zcceprance in form sadsfactocy to the Managing General Partner of
all the terms of this Agreement and (b) such other documents as che Managing Gencral Partner shall
require,

W3 Amendment of Agreemenr. Far the admission 10 the Panaerskip of any Pantner, the Managing
General Partoer shall take all steps necessary and apgropriate (o prepare and record an amendment of the
Agrecment and the Cerdficate of Limited Pantnership.

ARTICLE XII
WITHORAWAL OR REMOVAL OF THE GENERAL PARTNERS

121 Withdrawal or Removal of Managing General Parmer. The Managing General Partaer shail
automatcally withdraw (rom the Partnesship or be removed as Managing Geaeral Pariner if, and only if,
it withdraws from, or is removed as the Maoaging General Panger of, the Limited Pantner, Such
withdrawal or removal shall be effective at the same tme as is the Managing Geaeral Partner’s withdrawal
or removal as managing general parmer of the Limited Partner. The Partners agree that the salection of a
successor managing general parmer of the Limited Panner shail constitute sslection by each Panner of
such successor as the successor Managing General Partaer of the Parnership. If no successor Managing
Greoerai Panner is seiected, the Papmership shall be dissolved pursuant o Section 13.1.

12.2 Withdrqwal or Remoaval of Spesial Generyl Puriner. The Special Geaeral Panner-shall
sutomatcally withdraw from the Parmership or be removed as Special General Parner if, and only if, jr. =
withdraws from. or is removed as sperial general panier of, the Limited Panmer. Such withdrawal or
removal shall be efegtive at the same time as is the Spedal General Partar's wilhdrra‘\_iﬂor removal as
special general partner of the Limited Parner. [n such event, the successor Special Genera] Parmner shalt

‘33 [& the successor special general paruacy of the Limited Pantger. The Partners -
F 3 successor special general panaer of .y ¢ Limited -Panner:shall constiture .
‘such successor as the successor Special Genéral Paruér of the Pangership. IF, -
Parunership Agreement, a successor Special Geoeral Pamner is not selected, the

agree that 1he select
selection by cach Panger
as provided in the
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Managing General Parwer shall have the rights, and be subject 1o the obligadons, of a successor o0 the
Special General Paniner under Section 12.3.

12.3 [fnicrest of Departing Partner, (2) A Departing Partner departing as 3 result of withdrawal or
removal pursuant w Section L3.0 or 13.2 of the FMP Partnership Agreemeat shall, at the opton of its
successof, exercisable prior to the cfective date of the deparure of the Departing Parmer. prompily
teceive in exchange for its Parmership Incerest as General Pamaer from its successor ap amount in cash
¢qual tw the fair market value of the Departing Partner’s Panmership Interest as Genmeral Panmer
hercunder determined as of the efective date of its departure in the manner specified in the FMP
Parmership Agreement. If the option is exercised, the Departing Parmer shall, as of the efective date of its
departure, cease to share in any allocations or distributions with respect to its Parmership Interest as
General Parner urder this Agreement

(b} If the successor to a Departing Partner does aot exercise the aption described ia subsection (a),
the Deparing Partner shatl become a Limited Pariner with respect to its Partnership Interest as a General
Parmer and shall be entited to such allocations and disuibutions (including liquidating disuibutions) as
are herein provided with respect o such Partnership Interest (subject to proportonate dilution by reason
of the admission of its successor), but otherwise shall be entded to such rfghts and subject to such
obligatons as is a limited parer hereunder. Any such Pantnership Interest will be traasierred to the
Limited Partner. The Agreement will be amended to reflect such change.

(¢) If the successor to a Departing Parmer does not exercise the option described in subsection (a),
the successor shall at the efecuve date of its admission to the Parmership contribiite 1o the Partnership
cash or propenty baving a Net Agrecd Value such thar its Capital Accouar, after giving effect to such
contribuion, shall be equal ta that percentage of the Capiral Accounts of all Partmers that is squal to it
Percentage Interest as Managing Geaeral Parner, in the case of a sucgessor Managing General Panner, or
its Percentage Interest as Special General Partaer, in the case of a successar Special General Panner, of the
Capisal Accounts of all Parners. In such event, such successor shall be entitled 10 such Perceniage Intersst,
as the rase may be, of all Parmaerskip allocarions and distributions.

ARTICLE XII
DisSOLUTION AND LIQUIDATION
13.1 Disselurion. The Paraership shall be dissolved upon:
{a) the expiradon of iws term as provided in Sectian f4:

(b) aotce of withdrawal, bankruptcy or dissolution of the Managing General Panner, or any
other evenrt thar results in its ceasing o be the Managing General Partner (other than by rgason of a
transfer pursuanc  Section $0.2 or withdrawal occurring after, or removal etfective upon or after.
selection of a successor pursuant to Section 12.1);

{c) an election to dissolve the Panpership given to the Managing General Parmner by the
Limited Panner:

(d) the bankniprcy of the Special General Parmers provided, however, the Managing General
Panmner and the successor Special General Parwner selected pursvane to Section 12.2 shall contnue the
operatons and business of the Partnership until the 2ad of the term for which it was formed upless
earlier dissolved in accordagce with this Aricle;

(¢) any other event that, under the Texas Acy, would cause its dlssolunon, exccp: as provided
below in ll:usSe:non 141 or Co 3

] {(f) - dtssolunon o: ‘the Limited Partoer, ualess the Lumted P:utuer is cunm:lued thereaftar in -
accordance mr.h lhc' rm.s of the FMP Pantgership: Agrcernem.

For purposes of d:us s:r:nun. bankrupu:y of the Wnnagm, Geneml Pmncr shall be deem:d to have




under any bankrupicy, insolvency or other similar law aow or hereinafter in edect, (ii) a final and
nonappedlable order lor relier’ is cntered against it under the Federal baokrnuptcy laws as now or
hereinatter in edect, or (iii) it executes and delivers a general assignment for the benedt of its creditors.
The withdrawal or dissolutioa of the Special General Parwer will aot dissolve che Pannership (or if as a
marter of law the Pannership is deemed dissolved, then the Partnership shall be deemed dissolved and
reconsuruted ), and in such eveat the Managing Geaeral Parmer and (he successor Special General Parmer
selected pursuaat 1o Section (2.2, if any, shall conrnuc the operadons and business of the Partnership.

132 Continuation of the Partnership. Upon aa event of dissolution described in Section 13.1(b), the
Parmership shall thereafter be terminated unless the Limited Pamner elects in writing to coatinue the
Parmership. Unless an election 1o continue the Partnership is made within ninecry days of the event of
dissolution, the Partmership shall conduct only activites necessary to wind up its affains. If, upon an event
of dissoluton described in Section 13.1(b), an electioa 10 condnue the Parmership is made, then:

{a) wichin such ainety-day period a successor Managing General Partmer shall be selected by the
Limited Pactier;

{b) the Partnership shall condnue undl the cnd of the term for which it is formed unless eaclier -
dissalved io accordance witk this Auticle;

{c) the interest of the former Managing Geoeral Partper shall be meated thenceforth as the
interest of a Limited Parcr; and

(d} all necessary steps shall be taken w0 amead the Agreement

11.3 Liquidation. Upon disscludon of the Partnership, unless the Parmecship is continued under
Section 13.1{d) or aa ¢lection to centnue the Parmership is made pursuaat to Secton 113.2, the Managing
Gereral Parmer, or in the event the Managing Geoeral Partner has been dissalved or remaved, hecame
bankrugr or wathdrawn, a liquidator or liquidadng commitiee sclected by the Limited Parmer, shail be the
Liquidator. The Liquidator (if other thar the Magagiapg General Partaec) shall be eatitded to receive such
compensadon for its services as may be approved by the Limited Panner. The Liquidator shall agree aot
10 resign at any ume without fifteen days prior written notice and (if other than the Maanaging Generat
Parmer) may be removed at any tme, with or withaut cause, by written notice of remaval signed by the
Limited Partner. Upon dissoluton, removal or resignation-of the Liquidator, a successor and substitute
Liquidator (who shall have and succeed to all rights. powers and dudes of the original Liquidator) shall,
within thirty days thereatter, be selected by the Limited Panaer. The right to appoiat a successor or
subsornue Liquidator in the maancr provided herein shall be recurring and continuing for so long as the
funcuons and services of the Liquidator are auhonzed w continue under the provisions hercof, and every
rclercace herein 0 the Liquidator will be deemed w refer also o any such successor or substitute
Liquidator appoinred in the manner herein provided. Except as expressly provided in this Anicle X1, the
Liquidator appointed in the manner provided herein shall have and may exercise, without further
authonzanon or consent of any ¢f the partes hereto, ‘all of the powers conferred upon the Managing
General Panner under the rerms of this Agreemeot (but subject o all of the applicable limitations,
contractual and otherwise, upoa the excrcise of such powers), 1o the extent necessary or desirable in the
good faith judgment of the Liquidator o cagry out the dutics and functons of the Liquidator hereunder for
aod during such period of Wme as shall be reasonably required in the good faith judgment of the
Liquidator to complete the winding-vp and liguidation of the Partmership as provided for herein. The
Liquidaror shall liquidate the assets of the Pamnership and apply and distribute the proceeds of such

liquidation in the following order of priority, unless olhcr\wse required by mandatory provisions of
applicable law:

{a) tfie payment o creditors of the P:lﬂn:l'shlp. other than P:mncrs. in order of pnomy prnnded
by law: .

{b) pro . paymenl 10 Panners for loans made by lhcm to the Parr.nersh.lp. .

{c)io the Parmeu. in proportion to and o the extent of the posmve balnnces in their respective
Capiral Accounr.s, and
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(d) 1w the Pantners in accordance with their respective Percentage Interests;

provided, however, that the Liquidator may place in escrow a reserve of cash or other assets of the
Partnership for contingenc liabilities in an amount determined by the Liquidarar as appropriate for such
purposes.

3.4 Distribution in Kind. Nowwithstanding the provisions of Section 13.3 which require the
liquidation of the assets of the Pannership, but subject w the order of priorities set forth therein, if on
dissolution of the Parmership tha Liquidator decermines char an immediate sale of part or all of the
Partaership’s assets would be impractical or would cause undue lass to the Parmers, the Liquidacor may, in
its absolute discretion, defer for a reasanable tme the liquidation of any assets except those necassary to
satisfy liabilies of the Pannership (ather than those to Partners) and may. in its absotute discredon,
distribute to the Parmers, in lieu of cash, as tenants in commea and in accordance with the provisions of
Seccrions 13.3(c) and 13.3(d), undivided interests in such Partnership assew as the Liquidacor desms not
suitable for liquidaden. Aay diswriburioas in kind shall be subject 0 such condidoas refatng to the
disposition and management thereof as the Liquidator deems reasonable and equitable zad (o any joint
operating agreements or other agreements governing the aperarion of such praperties at such time. The
Liquidator shall determine the fair market value of any property disuibuted in kind using such reasonable
method of valuation as it may adgpt

13.5 Return of Capital The General Parmcr.{ shall aot be personally liable for the return of the
capital contributions of the Limited Partners or any partion therzof, it being expressly understood that any
such retumn shall be made solely from Partnership assets,

13.6 Waiver of Pariition, Each Panner hereby waives any rghts w0 partitian of the Panaership
propery.

ARTICLE XTIV
AMENDMENT OF PARTNERSHIP AGREEMENT

14.0 Amendments. (a) Amecudments to this Agreemenc may be proposed oaly by the Managing
General Partner. Subject to Sections 14.1(b), (¢}, {d) and (%), any such amendment shall become
eficctive only upoa the consent of the Limited Partner. The Managing General Panner shall norify all
Partaers upon final adopdon of any proposed amendoenc

(b) Nowwithstanding Sectoa 14.1(a), amendmentss w this Agreement that (i) are of an in-
consequential nawre and do not adversely affect the J.imited Pammer in any material respect of (i) are
aecessary of desirable 1o sadsfy any requirement, condition or guideline contained in any opiniog,
direcrive, order, ruling or regulation of any Federal Ot S12te agency or contained in any Federal or state
statute or that are necessary or desirable i order 0; implement the provisions of the last sentence of
Secton 3.2(d), or that are necessary or desirable 1o facilitate the wading of FMP Units {or depositary
units represenung FMP Units) or comply with aoy rule, reguladon. guideline or requirement of any
securities exchange on which the FMP Unirs (or depositary units representing FMP Units) are or will be
listed lor trading, compliance with any of which the Managipg General Partner deems to be in the best
interests of the Panaers, or (iii) are required or coatemplated by this Agreement. may be made by the
Managing Geoeral Panaer without the conseet of the Limited Partper, :

(c} Nowwithsianding Section 14.1{a). amendments to this Agrecmeat that are nccessary to conlorm
this Agreement to any amendmenis made ig the FMP Paracship Apreement may be made by the

Managing General - without the conseat of the Limited Parger.:
{d) Nowitlistig

- the Parmership, o prevent the Pantnership-or the Manayting General Panncr or Special General Pantner or
their respective directors or oficers from in any manner. seing subjected to the provisions of the Investment -7
amended, the Investment Advisers Act of 1940, a5 amended, or “plan asset”

Company Act of 1940, a3
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ding Section 14.1(3), an amendmeat that is nccessary. ia the opinion of counsel 1o .
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regulatons adopred uader the Employee Reviremeat [acome Security Act of 1974, as amended, whether or
a0t substanually simifar to plan asser reguladons curtendy applied or propased by the United Srates
Depanment of Labor.

(<) Ualess approved by all Paraers, no amcudment ¢o this Agreemenc shall be permitted unlas Lhc
Parmership has received an Opinion of Counsel thae such amendment wauld not result in the loss of
limited labilicy of the Limited Parmer under this Agreement o cause the Pacnership to be treated as an
associaton taxable as a corporaton for Federal income tax purposes. {a 2ddition, no amendmeat that
would increase the dudes or liabilities of a General Partner or change such General Parmer's Percentage
[nterest may be made without its consent, and no ameadment that would increase the dudies or liabitities,
ar decrease the rights, of the Managing General Partner, in its separate capacty, may be made withouc the
consent of the Maaaging General Parmer.

ARTICLE XY

LoaTATIOoNs

5.1 Sale of Substantially All Assets. Except in coanection with the termisation of the Partnership
pursuant to Artcle XII hereof, the Managing Gencral Parner may not sell or exchange all or
substandally all of the assats of the Parmership without the coaseat of the Limited Parmer. The foregoing
Lmitation oo the Managing Geaeral Partner's ability. to sell or exchange all or substandally all of the
Partnership’s assets shall noc affect the cighe of the Managing General Partner to encumber aay or all of
the assets of the Parmership for Paraership abligatons, and shall ot apply to any foccad sale af any ar all
of the assets of the Pamnership pursuaat w foreclosure of, or other realizadon upen, aay such
eocumbrance.

ARTICLE XVi

GENERAL PROVISIONS

16.t Addresses and Notices. The address of each Parner for ail purposes shall be the address as set
forth oo the signature page of this Agreemenat or such other addsess of which each other Parner has
received written notce. Any gotice, demand, request or report required oc permitted o be given or made
to a Parmer under this Agreement shall be in wnting and shall be deemed given or made when delivered
in person or whea scat to the Partmer ac such addeess by fist class mail or by other means of wrinen
communication

6.2 Titles and Captions. All ardcies or section titles or captons in this Agreement are for convenience
anly. They shail not be deemed part of this Agreement and in ao way dedne, limit, ¢extend or describe the
scope or imtent of any provisioas hereof.

16.3 Pronouns and Plurals. Whenever the contcxt may require, aay pronoun used herein shall include
the comresponding masculine, fominine or acuter forms, and the singular form of nouas, pronouns and
verbs shall include the piural and vice versa

16.4 Further Action. The parties shail execute and deliver all documents, provide all informaron and
take or refrain irom tking any actioa as may be necessary or approprale 10 achieve the purpose of this

Agreement. ‘

6.5 Binding Effect. This Agreemeat shail be biading upon and inure 10 the benefit of the parnies and
their heirs, executors, adminisirators, successors, legal representarives and permined assigns.

16.6 [nregrarion. This Agreement consutures the enlire agreement among the pames pertaining 10 thc-:"f

subject marter hereot and supcrs:ds all pnor agreemerts and undersmndmgs pena.mmg therem N

16.7 Credirors. Nnuc of the prowswns ‘of this Apreement sha]l bc for the beneﬁr. of or emon:enble by ”

aay creditors of the Parmerslup

" 1638 Waiver..No rmlun: by~ any p:uty 10 insist upcn vhe swict’ perfurma.nce of*any covenant. ducy; 'f .
agresment or condmon of’this: Agresment Or 10 eXercise 2ny right or remedy’ mnsequenl upon a breach ;

thereor shall consum wawcr o: auy such breach or any other oovcuam, dul:y. agreement or condmon

ﬁmﬁm@a
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16.9 Cannrerpurts. This Agreement may be execured ia counterpans, ail of Whith_:togelher shall

constitule one agreement binding oa all the panies nowwithstanding thae all the parties are ot signatories -
to the original or the same counterpart. Each pasty shall become bound by the Agreement immediately- -~ -

upon affixing its signature hereto. independently of the signature of any other party.

16.10 Applicable Law. This Agreement shall he construed in accordance with and governed by the’
laws of the Siate of Texas without regard 1o the prnciples of conicts of law.

16.11 favalidity of Provisions. If any provision of this Agreement is or becomes invalid, illegal or
unenforceable in any respect, the validity. legality and enforceability of the remaining provisions contained
herein shall not be affecied thereby.

IN WITNESS WHEREOQF, this Agreement has been duly executed by the Managing Generai
Partner, Speciat General Pastner and the Limited Parmer on this .14ty of .. Maxch...... 1985

MANAGING GENERAL PARTNER:

McMoRan OIL & GAS CO.

Y2 C
By: O{;\(‘&C 2 \.\‘ ——

Richard B. Stephens, President

Title:

7 2 _}")
Attestr ot g oAt Y S AAC

SANDRA 8. REECE

Tide: —acgiciant—Sezremry

STATE OF LOWNSIANA

53.:
PARISH OF JEFFERSON

otary- Publlc

‘\'RY IERTHELOT
I\OTARY PUBLIC

Parish of Jefferson, Staie of Louisiana
Ay Commistian iasusd for Lifa




SPECIAL GENERAL PARTNER:
FREEPORT-McMoRan INC.

=
By: Va Oﬁ—:._
Tille:__Senigy Viece President . '

Attest: /dw-- 0 . (:2...._

Title: __Assistant Secretarv

State of NeEw YORK ] S5
COUNTY OF NEW YORK -

Suhserihed and sworn before me this SY% day of .LiG. 2% ... 1985,
nInenan 8 PEARN

Netary - atty oi New York
P DIIIVD 3 . 2 -
- Massay County RN S I A W | s -
Certifi i Uew York County

Commissich EXEires March 30, 165, Notary Public

LIMITED PARTNER:

FREEPORT-MeMoRan
ENERGY PARTNERS, LTD..
a Texas limited pannership

By: Frecport-McMoRaan Inc.
Special General Pasner

D s =

Tule: _Senior VYice President

Altest: ‘%“’"‘ 4 62’”‘“

Tile:_ASsistant Secretary

S7ate oF New YoRrk ! -
County ofF New Yore b

ki

Subscnbed and swarn before me lhls -

Ly 1985,

o ( "/": /s G o :
\iolary Pubhc

i .0°A'-I S PEARN. = ~
Nal..ry Ul ic; O .. 2te cf Nnr \’ork
e, M0, 304502730 <
Qualliln ln Nassnu County
Cartificate Filed in New York Coun
Gammlssion Explraa March 39, :a:Z
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By: McMoRan Oil & Gas Co. - 7 oo
Managing General P:_u_'m,er - -

By: mu.a 3. E.—-—s o

Richard B. Stephens, Pres:.dent : .

Title:
Autest: :"—{/4_/}1’ Aot s /'( Af"’ ode
e SAYDRA B, RetcE
) Assistant Soerefzry
STATE OF LouIsiaNa 5.0
PARISH OF JEFFERSON " (/[ C
Subscribed and swom before me this /M “day of & a"( 1985. -

' ai{twu, L %J&
o[arfublic : .

HENRY ] QERTFHELOT
ROTARY. FUSLIC
Parizh of Jtiierzon, Skate of Lovisiana

iy corntesian isued for Lifs




EXHIBIT B

TO

CERTIFICATE OF LIMITED PARTNERSHIP

OF

FMP OPERATING COMPANY

Capital
Limitad Partner: Contribution:
Freeport-XeMoRan
Energy Partners, Ltd. eash
RELLAD Eﬂlﬂ?r_ QUEST OF
Jmu) ot UV Ig

"um_}.‘er. s

S5APR1S P12

£
uibiA e n htv'iz A
m._w REBALER %

S T Rk Lo © 5l

reEs_ Bl 00

Agreed Value
{or amount of eash)

i

$990.00




