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ATTN: Document Control Desk
Director
Office of Nuclear Material Safety and Safeguards
U.S. Nuclear Regulatory Commission
Washington, DC 20555-0001

Louisiana Energy Services, L. P.
National Enrichment Facility
NRC Docket No. 70-3103

Subject: Response to NRC Request for Additional Information Concerning the Lea County,
New Mexico Industrial Revenue Bonds

References: 1. Letter NEF#03-003 dated December 12, 2003, from E. J. Ferland (Louisiana
Energy Services, L. P.) to Directors, Office of Nuclear Material Safety and
Safeguards and the Division of Facilities and Security (NRC) regarding
uApplications for a Material License Under 10 CFR 70, Domestic licensing of
special nuclear material, 10 CFR 40, Domestic licensing of source material,
and 10 CFR 30, Rules of general applicability to domestic licensing of
byproduct material, and for a Facility Clearance Under 10 CFR 95, Facility
security clearance and safeguarding of national security information and
restricted data"

2. Letter NEF#04-002 dated February 27, 2004, from R. M. Krich (Louisiana
Energy Services, L. P.) to Director, Office of Nuclear Material Safety and
Safeguards (NRC) regarding "Revision 1 to Applications for a Material
License Under 10 CFR 70, "Domestic licensing of special nuclear material,"
10 CFR 40, "Domestic licensing of source material," and 10 CFR 30, "Rules
of general applicability to domestic licensing of byproduct material"

3. Letter dated April 19, 2004, from T. C. Johnson (NRC) to R. Krich (Louisiana
Energy Services) regarding "Request for Additional Information on Louisiana
Energy Services Project License Application"

By letter dated December 12, 2003 (Reference 1), E. J. Ferland of Louisiana Energy Services
(LES), L. P., submitted to the NRC applications for the licenses necessary to authorize
construction and operation of a gas centrifuge uranium enrichment facility. Revision 1 to these
applications was submitted to the NRC by letter dated February 27, 2004 (Reference 2). By
letter dated April 19, 2004 (Reference 3), the NRC provided the initial technical review of the
license application and requested additional information and clarifications be provided within 30
days (i.e., by May 19, 2004).
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The Reference 3 letter includes Request for Additional Information (RAI) GI-2. In RAI Gl-2, the
NRC requested that the name of the LES subsidiary formed for the purpose of purchasing the
Lea County Industrial Revenue Bonds and the name of the State where it is incorporated or
organized be provided. The NRC also requested that a copy of the Industrial Revenue Bond
agreement with Lea County be provided for review. This information is included in the closing
papers for the Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004. Attachment I to this letter provides the response to RAI GI-2. Attachment
2 to this letter includes a copy of closing papers for the Lea County, New Mexico Industrial
Revenue Bond (National Enrichment Facility Project) Series 2004. The remainder of the RAls
included in the Reference 3 letter will be addressed in separate letters.

If you have any questions, please contact me at 630-657-2813.

Respectfully,

R. M. Krich
Vice President - Licensing, Safety, and Nuclear Engineering

Attachments:

1. Louisiana Energy Services Response to April 19, 2004, Request for Additional
Information GI-2

2. Closing Papers for Lea County, New Mexico Industrial Revenue Bond (National
Enrichment Facility Project) Series 2004

cc: T.C. Johnson, NRC Project Manager
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Louisiana Energy Services
Response to April 19, 2004

Request for Additional Information GI-2

Chapter 1.0 General Information

GI-2 Section 1.2.1.2, 1 st Para., p. 1.2-1

Provide the name of the LES subsidiary formed for the purpose of purchasing the Lea County
Industrial Revenue Bonds and the name of the State where it is incorporated or organized.
Also, provide a copy of the Industrial Revenue Bond agreement with Lea County.

Regulations in 10 CFR 70.22(a)(1) require the applicant to provide the corporate name of the
applicant and the name of the State where it is incorporated or organized.

LES indicated that it has a wholly-owned subsidiary for the purpose of purchasing Industrial
Revenue Bonds issued by Lea County, but did not provide its name or State of incorporation or
organization. In addition, the Industrial Revenue Bond agreement needs to be provided to verify
the licensing responsibilities of the applicant and Lea County.

LES Response

NEF Series 2004, LLC, is a wholly-owned subsidiary of Louisiana Energy Services (LES), L.P.,
formed for the purpose of purchasing the Lea County, New Mexico Industrial Revenue Bond
(National Enrichment Facility Project) Series 2004. NEF Series 2004, LLC, is a limited liability
company organized and existing under the laws of the State of Delaware. A copy of the closing
papers for the Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004 is provided in Attachment 2. Included in these closing papers are the
Lease and Purchase Agreement between LES and Lea County and the Bond Purchase
Agreement between LES, NEF Series 2004, LLC, and Lea County.
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THIS LEASE AND PURCHASE AGREEMENT is made this 22nd day of January, 2004
between the LEA COUNTY, NEW MEXICO, a political subdivision of the State of New
Mexico, duly organized and existing pursuant to the constitution and laws of the State of New
Mexico acting through its Board of County Commissioners (together with its successors and
assigns, the "Issuer'), and LOUISIANA ENERGY SERVICES, L.P., a Delaware limited
partnership that is registered to transact business in New Mexico (together with its successors
and assigns, the "Company").

ARTICLE I - RECITALS

Section 1.1 Recitals. Capitalized words and terms that are not defined in the Recitals
below are defined as provided in Section 2.1 hereof.

A. Pursuant to the County Industrial Revenue Bond Act, Chapter 4, Article 59
NMSA 1978 Compilation, as amended (the "Act"), Lea County is authorized to acquire
industrial revenue projects to be located within Lea County outside the boundaries of any
incorporated municipality for the purpose of promoting industry and trade by inducing
manufacturing, industrial and commercial enterprises to locate or expand in the State of New
Mexico, and promoting a sound and proper balance in the State of New Mexico between
agriculture, commerce, and industry.

B. The Company has presented to the County a proposal (the "Project Plan")
under which the Issuer would issue its Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004 in the maximum aggregate principal amount of $1,800,000,000 (the
"Bond") to accomplish the acquisition, construction and installation of a project under the Act
(the "Project," as more specifically defined in Section 2.1 below).

C. Following review of the Project Plan, and in order to promote the local health
and general welfare, safety, convenience, and prosperity of the inhabitants of Lea County, the
Issuer deems it desirable and appropriate, and in accordance with the purposes of the Act, to
issue the Bond and make the proceeds thereof available to the Company pursuant to this Lease
and Purchase Agreement for the purposes described herein and in the Indenture.

D. The Board of County Commissioners of Lea County has adopted Ordinance
No. 58, which authorizes the acquisition of the Project subject to the terms of this Lease, and the
issuance of the Bond.

E. The Bond is to be issued under an Indenture dated the Closing Date (together
with any and all amendments and supplements thereto, the "Indenture") among the Issuer, NEF
Series 2004, LLC, a Delaware limited liability company (together with its successors and
assignees, and permitted transferees of the Bond, the "Purchaser"), and Bank of Albuquerque,
N.A., as depository (the "Depository").

F. The proceeds of the Bond will be used to finance the acquisition, construction
and installation of the Project. The Project is to be leased to the Company under this Lease and
Purchase Agreement dated the Closing Date.
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G. The Bond is to be purchased under a Bond Purchase Agreement dated the
Closing Date among the Issuer, the Purchaser and the Company.

H. The Bond to be issued under the Indenture will be a special limited obligation
of the Issuer payable as provided therein. The Bond will not constitute a debt or pledge of the
credit of the Issuer, and the Purchaser will have no right to have taxes levied by the Issuer or to
require the Issuer to use any revenues for the payment of the Bond, except for the Revenues (but
excluding the Additional Payments).

ARTICLE II - DEFINITIONS AND RULES OF CONSTRUCTION

Section 2.1 Definitions. All capitalized words and terms defined in the Indenture have
the same meanings when used in this Lease. In addition to the definitions in the Recitals in
Section 1.1 hereof, the capitalized words and terms used in this Lease shall have the following
meanings:

"Acquisition Account" has the meaning assigned in the Indenture.

"Additional Payments" has the meaning assigned in Section 5.3(b) hereof.

"Authorized Company Representative" has the meaning assigned in the Indenture.

"Authorized Issuer Representative" means the Chairman and Vice Chairman of the Board
of County Commissioners of Lea County, New Mexico, or any one of the persons at the time
designated to act on behalf of the Issuer in a certificate furnished to the Company and the
Depository containing the specimen signatures of such persons and signed on behalf of the Issuer
by the Chairman of the Board of County Commissioners.

"Basic Rent" has the meaning assigned in Section 5.3(a) hereof.

"Bond Documents" means, collectively, this Lease, the Indenture and the Bond Purchase
Agreement.

"Bond Ordinance" means the Issuer's Ordinance No. 58, adopted December 16, 2003.

"Bond Purchase Agreement" means the Bond Purchase Agreement dated the Closing
Date among the Issuer, the Purchaser and the Company, together with any and all amendments
and supplements thereto.

"Business Day" has the meaning assigned in the Indenture.

"By-Product Material" shall have the meaning specified in the federal Atomic Energy
Act of 1954, as amended ("AEA") provided that in the event the AEA is amended so as to
broaden the meaning of "byproduct material," such broader meaning will apply subsequent to the
effective date of such amendment

"Completion Date" has the meaning assigned in Section 4.1 (c) hereof.
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"Closing Date" means the date of issuance of the Bond.

"Easement" means and refers to that Grant of Easement and Right-of-Way effective
August 22, 2003, from the New Mexico Commissioner of Public Lands, as grantor, to the
Company, as grantee, permitting the Company to use and occupy the real property subject to the
easement and to lease its interest thereunder to the Issuer for purposes of the Project, to wit: that
portion of Section 32, Township 21 South, Range 38 East, N.M.P.M., located in Lea County as
described in Exhibit A attached hereto, and by this reference made a part hereof, as the Project
Site, pending the acquisition of fee ownership of such real property by the Company.

"Eminent Domain" means the taking of title to, or the temporary use of, all or any part of
the Project Property pursuant to eminent domain or condemnation proceedings, or by any
settlement or compromise of such proceedings, or any voluntary conveyance of all or any part of
the Project Property during the pendency of, or as a result of a threat of, such proceedings.

"Environmental Laws" means any laws, statutes, regulations, orders or rules pertaining to
health or the environment that are applicable from time to time to the Project Site, the
construction and installation of the Improvements, the operation, use and decommissioning of,
and storage at, the Project Property, including, without limitation, the Atomic Energy Act of
1954, as amended ("AEA"), the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended ("CERCLA"), the Resource Conservation and Recovery Act
of 1976 ("RCRA"), the National Environmental Policy Act, the Clean Air Act, the Clean Water
Act, the Water Quality Act of 1987, the National Historic Preservation Act, the New Mexico
Water Quality Act, the New Mexico Hazardous Waste Act, the New Mexico Air Quality Control
Act and the New Mexico Radiation Protection Act.

"Equipment" means all equipment, fixtures and furnishings, and all other personal
property of any kind that is subject to depreciation for federal income tax purposes and is
suitable for use and used as part of the Project, and that is purchased with Bond proceeds, or the
purchase of which by the Company is reimbursed with Bond proceeds, together with equipment,
fixtures, furnishings and other depreciable personal property that are in replacement thereof due
to damage or obsolescence.

"Event of Default" has the meaning assigned in Section 8.1 hereof.

"Hazardous Material" means (i) "hazardous materials," "hazardous substances,"
"hazardous wastes" as defined in the Environmental Laws and (ii) any other material regulated
under the Environmental Laws.

"Improvements" means all buildings, structures and other improvements existing or to be
constructed on the Project Site by the Company as agent for the Issuer in connection with the
Project, together with related demolition and site work, and Equipment.

"Inducement Resolution" means the Issuer's Resolution No. 2003-Aug-027R, adopted on
August 5, 2003, which resolution declared the intent of the Issuer, subject to the satisfaction of
certain conditions, to issue the Bond.

"Indemnitee" has the meaning assigned in Section 6.3 hereof.
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"Lease" means this Lease and Purchase Agreement dated the Closing Date between the
Issuer and the Company, together with any and all amendments and supplements thereto.

"Licensing Approvals" has the meaning assigned in Section 4.1 (a) hereof.

"NMSA 1978" means the New Mexico Statutes Annotated, 1978 Compilation, as
amended and superseded by subsequent compilations.

"NRC" means the Nuclear Regulatory Commission or its duly authorized representative.

"NRC License" means the license to be issued by the NRC authorizing the Company to
construct, occupy, operate and use the Project, including but not limited to all necessary storage
in connection with such operation and use.

"Permitted Liens" means, as of the date of delivery of this Lease, the liens and
encumbrances shown in Exhibit B attached hereto, and by this reference made a part hereof, and,
as of any particular time, (i) liens for taxes and special assessments, if any, to the extent
permitted in Section 4.9, (ii) this Lease and any assignment of lease permitted by this Lease and
the Indenture and any supplements thereto, (iii) easements, licenses, rights-of-way and other
rights or privileges in the nature of easements permitted in Section 4.13, (iv) mechanics',
materialmen's, carriers' and other similar liens to the extent permitted in Section 4.17, (v) liens
and other encumbrances placed by the Issuer and/or the Company on the Project Property in
connection with obtaining the Project Financing, and (vi) such minor defects, irregularities,
encumbrances, easements, rights-of way and clouds on title to the Project Property as normally
exist with respect to similar properties and as do not, individually or in the aggregate, materially
impair the Project Property for the purpose for which it is used by the Company or materially
detract from the value of the Project Property.

"Proceeds" means, when used with respect to any insurance proceeds or any award
resulting from, or other amount received in connection with, Eminent Domain, the gross
proceeds from the insurance or such award or other amount.

"Project" means, as the context requires, (i) the acquisition of an interest in the Project
Site and the acquisition, construction and installation of Improvements in connection with the
establishment of a uranium enrichment facility by the Company as agent for the Issuer, including
related buildings, storage, infrastructure, equipment and other improvements on the Project Site
and the operation and decommissioning of such facility by the Company as agent for the Issuer,
or (ii) the final products of the actions described in the foregoing clause (i), or both meanings of
the foregoing clauses (i) and (ii).

"Project Financing" means a transaction or series of transactions to which the Company
is a party occurring after the Closing Date for the purpose of obtaining the necessary financing
for the Project.

"Project Property" means the Project Site and the Improvements.
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"Project Site" means that portion of Section 32, Township 21 South, Range 38 East,
N.M.P.M., located within Lea County and not within the boundaries of any incorporated
municipality in the County, as more specifically described in Exhibit A, provided that until such
time as the Company obtains fee title to the real property described in Exhibit A, "Project Site"
shall mean the rights and interests of the Company under the Easement, which contemplates the
use and occupancy of the real property described in Exhibit A, for purposes authorized in the
Easement, including but not limited to the issuance of the Bond and the acquisition, construction
and installation of the Project.

"Related Costs" has the meaning assigned in the Indenture.

"Rent" means Basic Rent, any Additional Payments and any other amount payable by the
Company under this Lease.

"Source Material" shall have the meaning specified in the federal Atomic Energy Act of
1954, as amended ("AEA") provided that in the event the AEA is amended so as to broaden the
meaning of "source material," such broader meaning will apply subsequent to the effective date
of such amendment

"Special Nuclear Material" shall have the meaning specified in the AEA provided that in
the event the AEA is amended so as to broaden the meaning of "special nuclear material," such
broader meaning will apply subsequent to the effective date of such amendment

"State" means the State of New Mexico.

"Term" means the period from the date of the execution and delivery of this Lease by the
Issuer and the Company (a) to the earlier of the date of Payment of the Bond (as defined in the
Indenture) upon (i) maturity of the Bond on the anniversary of the Closing Date in 2034
("maturity date") or (ii) redemption of the Bond in whole prior to the maturity date; or (b) to the
date the Company sends a notice of termination to the Issuer and the Purchaser and Depository
as provided in Article V of the Indenture on the grounds that the NRC License will not be issued.

"TRD" means the New Mexico Taxation and Revenue Department.

"Unassigned Rights" means the Issuer's rights to enforce any of the obligations which the
Company is responsible for performing on behalf of or for the benefit of the Issuer, pursuant to
Sections 4.5, 4.15, 5.3(b), 6.3, 6.11, and 8.4 of this Lease.

"Unassigned Rights Obligations" means the Company's obligations set forth in Sections
4.5, 4.15, 5.3(b), 6.3, 6.11, and 8.4 of this Lease.

Section 2.2 Rules of Construction.

(a) All references in this Lease to particular articles, sections or exhibits are
references to articles or sections of or exhibits to this Lease unless some other reference is
established.
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(b) Any inconsistency between the provisions of this Lease and the provisions of
the Indenture will be resolved in favor of the provisions of the Indenture.

ARTICLE III - REPRESENTATIONS

Section 3.1 Issuer Representations. The Issuer represents that, as of the Closing Date:

(a) The Issuer is a governmental subdivision of the State of New Mexico; duly
organized and existing pursuant to the constitution and laws of the State of New Mexico and has
the power to enter into the transactions contemplated by this Lease and the Indenture and to carry
out its obligations under this Lease and the Indenture.

(b) The Issuer has duly authorized the execution, delivery and performance of the
Bond Documents and the issuance of the Bond all for the purpose of financing the Project and
paying certain costs related to the issuance of the Bond.

(c) To finance the Project, the Issuer will issue the Bond with the terms set forth
in the Indenture. The Bond will be issued under and secured by the Indenture, pursuant to which
the Issuer's interest in this Lease and the Revenues (but excluding Additional Payments) will be
pledged and assigned to the Purchaser as security for the payment of the Bond.

(d) The execution, delivery and performance by the Issuer of the Bond
Documents will not conflict with or create a material breach of or a material default under the
Act or any other law, rule, regulation or ordinance applicable to the Issuer or any agreement or
instrument to which the Issuer is a party or by which it is bound, and there is no action, suit,
proceeding, inquiry or investigation by or before any court, public board or body, pending or, to
the best knowledge of the Issuer, threatened, against the Issuer, which seeks to or does restrain or
enjoin the issuance or delivery of the Bond or the execution and delivery of any of the Bond
Documents or in any manner questions the validity or enforceability of the Bond or any of the
Bond Documents.

(e) The Issuer has no power under the Act to operate the Project as a business or
otherwise or to use or acquire the Project Property for any purpose, except as lessor thereof
under the terms of this Lease.

Section 3.2 Company Representations. The Company represents that, as of the Closing
Date:

(a) The Company is a limited partnership organized and validly existing under
the laws of Delaware, is registered as a foreign limited partnership in the State, is in good
standing under the laws of the State, and has duly authorized the execution, delivery and
performance of this Lease and the Bond Purchase Agreement.

(b) The Company has full right, power and authority to approve the execution,
delivery and performance of this Lease and the Bond Purchase Agreement and to perform its
obligations under this Lease and the Bond Purchase Agreement.
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(c) The execution, delivery and performance by the Company of this Lease and
the Bond Purchase Agreement, and the application by the Company of the proceeds of the
issuance and sale of the Bond as provided in the Bond Documents, do not and will not conflict
with, contravene, violate or constitute a breach of or a default under its certificate of limited
partnership or partnership agreement or any other agreement or instrument to which the
Company is a party or by which the Company or any of its property is bound or any law, rule,
regulation, decree or order applicable to the Company; nor will such execution, delivery, and
performance result in the imposition of liens or other encumbrances on any of the Company's
properties other than Permitted Liens and the liens created by the Bond Documents.

(d) When executed and delivered, the Bond Purchase Agreement and this Lease
will be the legal, valid and binding obligations of the Company enforceable against the Company
in accordance with their respective terms, except as enforcement may be limited by bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting creditors' rights generally
and general principles of equity.

(e) No Event of Default, or event or condition that, with notice or lapse of time or
both, would constitute an Event of Default with respect to the Company, has occurred and is
continuing.

(f) All necessary authorizations, approvals, consents and other orders of any
governmental authority or agency for the execution and delivery by the Company of this Lease
and the Bond Purchase Agreement have been obtained and are in full force and effect.

(g) Except with respect to the matter described in Schedule I attached hereto,
there is no action, suit, or proceeding at law or in equity by or before any court, public board or
body pending or, to the best of the knowledge of the Company, threatened, against or affecting
the Company, which (i) seeks to or does restrain or enjoin the issuance or delivery of the Bond or
the execution and delivery of any of the Bond Documents, (ii) in any manner questions the
validity or enforceability of the Bond or any of the Bond Documents, (iii) questions the authority
of the Company to own, lease, occupy and use under an easement or right-of-way, operate or
purchase any of the Project Property, or (iv) if adversely determined, could have a material
adverse effect on the Company, the Project Property or the Company's ability to perform under
the Bond Documents.

(h) Except with respect to the matter described in Schedule I attached hereto, the
Company has not received any notice of an alleged violation and to the best of its knowledge, the
Company is not in violation of any zoning, land use, the Environmental Laws or other similar
law or regulation applicable to the Project or the Project Site.

(i) The location of the Project Site for use in connection with the Project does not
violate any applicable law, statute, ordinance, rule, regulation, order or determination, and upon
issuance of all necessary authorizations, licenses, approvals and consents, including but not
limited to the NRC License, the construction, installation, operation and maintenance of the
Project Property will not violate any applicable law, statute, ordinance, rule, regulation, order or
determination of any governmental authority (including the governmental authority or authorities
providing such authorizations, licenses, approvals, consents and other necessary orders), or any
restrictive covenant, deed restriction or easement or right-of-way (recorded or otherwise)
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affecting the Project Property, including, without limitation, the Easement and all applicable
zoning ordinances and building codes and the Environmental Laws.

() Except with respect to the matter described in Schedule I attached hereto, the
Project Site is not the subject of any existing, pending or threatened investigation or inquiry by
any governmental authority or subject to any remediation obligations under the Environmental
Laws.

(k) No representation made by the Company in this Lease and no statement made
by the Company in any information, material or report furnished to the Issuer or the Purchaser in
connection with the transactions contemplated by this Lease contains any untrue statement of a
material fact, or omits to state a material fact necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading.

(1) The Company is not in material default in the payment of the principal of or
interest on any indebtedness for borrowed money or in material default under any instrument or
agreement under and subject to which any indebtedness for borrowed money has been issued.

(in) The Related Costs are estimated to be equal to or less than the face amount
of the Bond, but the Company acknowledges that the Issuer has made no warranty or
representation, express or implied, that the amount in the Acquisition Account will be sufficient
to pay such Related Costs or that the Project Property will be suitable to the Company's needs.

(n) The Company has the economic ability to meet all of the financial obligations
imposed upon the Company under this Lease.

(o) The agreement by the Issuer to lease and sell the Project Property to the
Company, to the extent of its rights and ownership in such property, has induced the Company,
acting as agent for the Issuer, to undertake the acquisition, construction, improvement,
installation, furnishing and equipping of the Project Property.

(p) The Company intends to operate or to cause the Project to be operated as a
facility to enrich uranium for commercial purposes until at least the later of (i) the payment in
full of the principal of, premium, if any, and interest on the Bond or (ii) the sooner termination of
this Lease as provided herein.

(q) The Project Property will be located in Lea County, and not within the
boundaries of any incorporated municipality within the County.

Section 3.3 Survival of Representations. All representations of the Issuer and the
Company contained in this Lease or in any certificate or other instrument delivered by the Issuer
or the Company pursuant to this Lease or in connection with the transactions contemplated by
the Bond Documents, shall survive the execution and delivery of this Lease, the issuance, sale
and delivery of the Bond, the termination of this Lease and the payment of the Bond, as
representations of facts existing as of the date of execution and delivery of the instrument
containing such representation.
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ARTICLE IV - THE PROJECT

Section 4.1 Acquisition. Construction, Equipping and Completion.

(a) On or prior to the date of issuance and delivery of the Bond and execution of
this Lease, the Company has conveyed or caused to be conveyed or has assigned or caused to be
assigned to the Issuer, by deed, lease, sublease, bill of sale, document of assignment or such
other appropriate transfer or conveyance document, fee title to the Project Site, a leasehold
interest in and to the Easement, or certain of the Company's interest in and rights under the
Easement, including any and all Improvements which may exist at that time. The Company will
convey or cause to be conveyed to the Issuer, fee title to the Project Site by appropriate deed
promptly upon acquiring such title from the owner thereof and thereupon, this Lease shall be
deemed to be a lease of the Issuer's fee interest in the Project Site to the Company and the
Easement shall be terminated. Upon conveyance of fee title, the Issuer shall be vested with good
title in and to the Project Site subject to the terms of this Lease and the Permitted Liens. Not
later than the final non-appealable issuance of the NRC License and any other necessary
licenses, approvals, permits, consents, authorizations, certifications and other orders of any
governmental authority, board, agency or commission having jurisdiction over the Project
(collectively, the "Licensing Approvals"), the Company will, on behalf of and as agent for the
Issuer, undertake to obtain Project Financing and to acquire, construct and install the Project
Property, with the Improvements to be constructed and installed in several phases. The
Company will issue a certificate to the Issuer, the Purchaser and the Depository establishing the
date when all Licensing Approvals have been received. The Company presently contemplates
that all phases of the Project will be completed within ten (10) years following receipt of all
Licensing Approvals and the Project Financing. In the event such acquisition, construction and
installation occurs prior to the receipt of proceeds of the sale of the Bond, the Company will
advance all necessary funds. To the extent necessary, after all proceeds of the issuance of the
Bond have been exhausted, the Company will finance the completion of the Project with its own
funds. The Issuer agrees to cooperate with the Company, at the sole expense of the Company, in
the Company's efforts to take all necessary steps to cause the records of the Lea County
Assessor's Office to reflect on or before January 1, 2005, the acquisition of the Project Property
by the Issuer under the Act, including, to the extent applicable, certain of the Company's interest
and rights under the Easement, in order to permit the Project Property to be exempt from
property taxation pursuant to Section 7-36-3 NMSA .1978.

(b) The Issuer makes no warranty that the funds in the Acquisition Account are
sufficient to pay the entire Related Costs. If the Company makes any payment pursuant to this
Section 4. 1, it will not be entitled to reimbursement or reduction of the Rent. Subject to
Section 4.17, the Company will not allow any contractor, subcontractor, materialman or laborer
with respect to the Project to remain unpaid, and will take all actions or cause to be taken all
actions necessary to prevent liens by such parties being filed against the Project Property. The
application of the proceeds of the sale of the Bond and the disbursement of the same from the
Acquisition Account will be governed by and subject to the terms and conditions of the
Indenture.

(c) On the date the final phase of the Project is complete, in the sole opinion of
the Company (the "Completion Date"), the Company will deliver to the Issuer and the

9



Depository a certificate signed by an Authorized Company Representative stating that, except for
specified amounts remaining in the Acquisition Account for any specified Related Costs incurred
by the Company but not then due and payable, the Project is complete and all costs in connection
with the Project have been paid for or provision has been made for their payment.

Section 4.2 Proiect under the Act.

(a) The Company will not make any changes to the Project, as described in the
Project Plan, that will change the nature of the Project as a qualified "project" as defined in and
as contemplated by the Act, and will not operate the Project so as to cause the Project Property
not to be a "project" within the meaning of the Act.

(b) The Company shall have the sole responsibility for the acquisition,
construction and installation of the Project as agent for the Issuer, and may perform the same, by
itself or through affiliates, agents, contractors or others selected by it, in whatever lawful manner
it deems necessary, and procure from the appropriate State, county, municipal and other
authorities, corporations and other entities, connection and discharge arrangements for the supply
of natural gas and other fuel, as necessary, and for electricity, water, sewer and other
commodities for the operation of the Project.

(c) In the exercise of any remedies provided in Sections 8.3 and 8.4 hereof, the
Issuer shall not take any action at law or in equity that could result in the Issuer obtaining
possession of the Project Property or operating the Project as a business or otherwise.

Section 4.3 Agreement to Issue Bond. In order to provide funds for the Project, the
Issuer will issue and deliver the Bond in accordance with the Indenture. The Issuer will cause
the -proceeds of the sale and finding of the Bond to be deposited into the Acquisition Account,
all as provided in the Indenture.

Section 4.4 No Warranty. THE COMPONENTS OF THE PROJECT PROPERTY
HAVE BEEN DESIGNATED AND SELECTED BY THE COMPANY. THE ISSUER HAS
NOT MADE AN INSPECTION OF ANY PORTION OF THE PROJECT PROPERTY. THE
ISSUER MAKES NO WARRANTY OR REPRESENTATION, EXPRESS, IMPLIED OR -
OTHERWISE, WITH RESPECT TO ANY PORTION OF THE PROJECT PROPERTY OR
THE LOCATION, USE, DESCRIPTION, DESIGN, TECHNOLOGY, MERCHANTABILITY,
FITNESS FOR USE FOR ANY PARTICULAR PURPOSE, CONDITION OR DURABILITY
OF THE SAME, OR AS TO THE QUALITY OF THE MATERIAL OR WORKMANSHIP IN
THE SAME. ALL RISKS INCIDENT TO THE PROJECT PROPERTY ARE TO BE BORNE
BY THE COMPANY. THE ISSUER WILL HAVE NO LIABILITY WITH REGARD TO OR
ARISING OUT OF ANY DEFECT OR DEFICIENCY OF ANY NATURE IN ANY PORTION
OF THE PROJECT PROPERTY, WHETHER PATENT OR LATENT. THE PROVISIONS OF
THIS SECTION 4.4 HAVE BEEN NEGOTIATED AND ARE INTENDED TO BE A
COMPLETE EXCLUSION AND NEGATION OF ANY WARRANTIES OR
REPRESENTATIONS BY THE ISSUER, EXPRESS OR IMPLIED TO THE EXTENT
ALLOWED BY LAW, WITH RESPECT TO ANY PORTION OF THE PROJECT
PROPERTY, WHETHER ARISING UNDER THE UNIFORM COMMERCIAL CODE OR
ANY OTHER LAW NOW OR HEREAFTER IN EFFECT.
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Section 4.5 Gross Receipts and Compensating Tax.

(a) The Company, either on its own behalf or as agent for the Issuer pursuant to
Section 4.1 and this Section, will file returns for reporting and paying compensating tax which is
due because of the Project and will pay, as a Related Cost, any gross receipts or compensating
tax due from the Issuer under any such returns pursuant to Sections 7-9-14 and 7-9-54 NMSA
1978. The Issuer, at the request of the Company, or the Company, as agent for the Issuer, will
apply to the TRD for nontaxable transaction certificates (as such term is used in the Gross
Receipts and Compensating Tax Act, Chapter 7, Article 9, NMSA 1978) ("Nontaxable
Transaction Certificates") to be issued by the Company, as agent for the Issuer, to vendors, in
order to permit the vendors to claim deductions available under the New Mexico Gross Receipts
and Compensating Tax Act for the vendors' receipts from the Company, as agent for the Issuer,
for sales of Project Property. The Company will pay any gross receipts or compensating tax plus
applicable penalty and interest that is found by the TRD to be due from the Company or the
Issuer with respect to the Project. The Company, at its sole expense, may request any rulings
from the TRD which the Company determines may be necessary or desirable to clarify the
New Mexico gross receipts and compensating tax implications of transactions related to the
Project and may dispute, at its sole expense, in any manner authorized by the New Mexico Tax
Administration Act or other applicable procedures, any gross receipts or compensating tax
liability imposed on the Company or the Issuer because of the Project, provided the Company
shall not pursue a dispute that, in the reasonable opinion of the Issuer, will materially and
adversely affect the interest or rights of the Issuer. The Issuer specifically acknowledges that
since the adoption of the Inducement Resolution, an agency relationship for purposes of the
gross receipts tax deduction under Section 7-9-54 NMSA 1978 and applicable regulations has
existed between the Issuer and the Company with respect to the Project. The Issuer agrees, at the
request and expense of the Company, to make reasonable modifications to this Lease that are
necessary or desirable to obtain Nontaxable Transaction Certificates or otherwise reduce the
gross receipts and compensating tax imposed upon the Company or the Issuer as a result of the
Project or its operation.

(b) The receipts of vendors from the sale of tangible personal property to the
Issuer, which tangible personal property is included in the Project Property (but excluding
"construction material", as defined in Section 7-9-3.4(B) NMSA 1978), shall be deductible from
gross receipts or governmental gross receipts, and exempt from compensating tax, to the fullest
extent permitted by Sections 7-9-14 and 7-9-54 NMSA 1978 and 3.2.212.22 NMAC and sections
of the NMSA 1978 and the New Mexico Administrative Code (NMAC) under which such
provisions or similar provisions may be codified or renumbered in the future. The deduction
from gross receipts or governmental gross receipts, and the exemption from compensating tax,
shall not apply to purchases of Project Property except as provided in the preceding sentence,
and, except as contemplated in the preceding sentence, the Company shall not be authorized by
this Lease to provide Nontaxable Transaction Certificates to vendors.

Section 4.6 Assessment in the Company's Name. Notwithstanding any other provisions
of this Lease, if this Lease has not been terminated on or before the Maturity Date (see definition
in Indenture), then the Issuer shall convey the Project Property to the Company on the Maturity
Date, the Company will take all necessary action to have the Project Property assessed for
property tax purposes in the name of the Company on and after the Maturity Date, and the
Company will pay all ad valorem taxes imposed on the Project Property from and after the
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Maturity Date. The provisions of Article X shall govern the manner and form of any such
conveyance from the Issuer to the Company.

Section 4.7 Compliance With Law. The Company will obtain, or cause to be obtained,
all Licensing Approvals necessary for the construction, installation, operation or maintenance of
any Improvements prior to commencement of each such activity. The Company will obtain or
cause to be obtained all necessary licenses, permits and approvals for storage on or at the Project
Site, will comply with all lawful requirements of any governmental body, agency or department
regarding the use or condition of the Project and will cause each phase of the Project, upon
completion, to comply with all applicable zoning and planning ordinances, building codes,
restrictive covenants, the Environmental Laws, and all other applicable laws, ordinances,
statutes, rules and regulations relating to the Project Property. The Company may in good faith
contest the validity or the applicability of any such requirement. During the period of such
contest and any related appeal, this Section 4.7 will be deemed satisfied with respect to the
requirement so contested.

Section 4.8 Nuisance Not Permitted. The Company will not permit or suffer its agents,
employees, invitees (including building contractors and subcontractors), guests or other visitors
to commit a nuisance on or about the Project Property or itself commit a nuisance in connection
with its use or occupancy of the Project.

Section 4.9 Taxes and Utility Charges. The Company will pay, as and when due, (i) all
taxes, assessments, and governmental and other charges of any kind whatsoever that may at any
time be lawfully assessed or levied against or with respect to the Project Property, (ii) all utility
and other charges incurred in the operation, maintenance and storage activities at or about the
Project Property, and (iii) all assessments and charges lawfully made by any governmental body
for public improvements that may be secured by any lien on the Project Property. The Company
may, in good faith, contest the amount or validity of any such levy, tax, assessment or other
charge by appropriate legal proceedings. During the period of such contest and any related
appeal, this Section 4.9 will be deemed satisfied with respect to any such levy, tax, assessment or
other charge so contested.

Section 4.10 Maintenance. The Issuer will not be under any obligation to, and will not,
operate, maintain or repair the Project Property. During the Term, the Company will, at its own
expense, keep the Project Property in safe repair and in such operating condition as is needed for
its operations and make all necessary repairs and replacements to the Project Property as
determined in the Company's sole discretion (whether ordinary or extraordinary, structural or
nonstructural, foreseen or unforeseen).

Section 4.11 Replacement and Removal of Project Property. The Company may replace
or remove any equipment, fixtures or furnishings constituting a part of the Project Property,
provided that such replacement or removal will not change the nature of the Project as a qualified
"project" as defined in and as contemplated by the Act. Upon request of the Company, the Issuer
will deliver to the Company, at the sole expense of the Company, appropriate instruments
evidencing the acquisition by the Company of title to any machinery, equipment or fixtures
permitted by this Section 4.11 to be so replaced or removed. The provisions bf Section 10.2
shall govern the delivery and form of any such instruments.
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Section 4.12 Environmental Matters.

(a) Subject to any "exemptions" and "exceptions" received from regulatory
agencies, the Company shall obtain all permits, licenses, approvals, and other authorizations
which are required under the Environmental Laws and shall conduct all activities related to the
Project Property in compliance with all limitations, restrictions, conditions, standards,
prohibitions, requirements, obligations, schedules, and timetables contained in the
Environmental Laws or contained in any regulation, code, plan, order, decree, judgment,-notice,
demand letter, permit, license, approval, or authorization issued, entered, or promulgated under
the Environmental Laws. The Company acknowledges, subject to any "exemptions" and
"exceptions" received from the NRC, that it is subject to the applicable provisions of 10 C.F.R.
Parts 30, 40, 70 and 95, in applying for and upon issuance of the NRC License.

(b) To the extent that the use that the Company makes or intends to make of the
Project Property will result in the use, handling, manufacture, mixing, treatment, refining,
transportation, generation, storage, disposal or other release or presence of any Hazardous
Material or solid waste in, on, under, to or from the Project Property, such use, handling,
manufacture, mixing, treatment, refining, transportation, generation, storage, disposal or other
release or presence will comply with the Environmental Laws.

(c) The Company will promptly notify the Purchaser and the Issuer of any
material violation or alleged material violation of the Environmental Laws pertaining to the
Project Property of which the Company becomes aware, or of any pending or threatened
investigation relating to the Environmental Laws involving ihe Project Property or the
Company's use or operation of the Project Property of which the Company becomes aware.
Inspections conducted from time to time by regulatory agencies do not constitute an-
"investigation" for purposes of this notice requirement. The Company will provide the Issuer
and the Purchaser with any State regulatory inspection reports regarding the Project that are not
available publicly.

Section 4.13 Easements. With the consent of the Issuer, which will not be unreasonably
withheld or delayed, and subject to the terms of the Easement, if applicable, (i) the Company
may at any time or times grant easements, licenses, rights-of-way and other rights or privileges
in the nature of easements with respect to any part of the Project Property and (ii) the Company
may release existing interests, easements, licenses, rights-of-way and other rights or privileges
with or without consideration, provided that no such grant or release shall materially and
adversely affect the value, operation or utility of the Project Property. The Issuer will, at the
Company's expense, reasonably cooperate in connection with the execution of required
instruments in connection with the grant and release of such easements, licenses, rights-of-way
and other rights and privileges.

Section 4.14 Eminent Domain: Damage: Destruction. The Company will give prompt
notice to the Issuer and the Purchaser of any material damage to or destruction of the Project
Property. If either the Issuer or the Company receives notice of the proposed taking of all or any
part of the Project Property by Eminent Domain, it will give prompt notice to the other and the
Purchaser. Any such notice will describe generally the nature and extent of such damage,
destruction, taking or proposed taking. The Proceeds resulting from the exercise of Eminent
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Domain with respect to or from any damage to or destruction of all or any portion of the Project
Property will be paid to the Company.

Section 4.15 Insurance. The Company will keep the Project continuously insured with
respect to such risks and in such amounts, with such deductible provisions, as are customary in
connection with the operation of facilities of the type and size comparable to the Project and in
compliance with all insurance coverages required for Licensing Approvals (including coverages
required pursuant to 10 C.F.R. Parts 40 and 70) and, following the NRC's issuance to the
Company of a license, 10 C.F.R. Part 140, and as otherwise required by the NRC. The Company
shall furnish satisfactory certificates of insurance for all insurance from financially sound
insurance companies licensed and authorized to do business in the State, and such certificates
shall name the Company and the Issuer as loss payees for each casualty insurance policy, shall
name the Company and the Issuer as additional or co-insureds under each public liability
insurance policy and shall include a provision requiring thirty (30) days prior written notice to
Issuer for cancellation, reduction or change in any coverage. Such insurance may, to the extent
permitted under applicable law, be provided by blanket policies maintained by the Company, by
a captive insurance company controlled by the Company or through self-insurance. Such
insurance will include general liability insurance against liability for (i) claims for injuries to or
death of any person or damage to or loss of property arising out of or in any way relating to the
Project, (ii) liability with respect to the Project under the workers' compensation laws of the State
(unless the Company has complied with the requirements of the laws of the State for self-
insurance), and (iii) liability for bodily injury and property damage with respect to owned and
leased automobiles or trucks, non-owned automobiles or trucks and hired cars or trucks. To the
extent not otherwise required by the Licensing Approvals, the Company shall maintain
comprehensive general liability coverage of at least $1,000,000 per occurrence and pollution
liability insurance coverage of at least $1,000,000 per occurrence, provided such coverages are
available to the Company at commercially reasonable rates.

Section 4.16 Access and Inspection. During the Term, the Issuer, the Purchaser and their
duly authorized agents shall have the right to inspect the Project Property, subject to compliance
with the Company's access requirements as approved by the U.S. Nuclear Regulatory
Commission.

Section 4.17 Liens. Except for Permitted Liens, the Company will not suffer any liens to
exist on the Project Property as a result of any claims brought against the Company pursuant to a
right or interest not existing in connection with, or permitted by, this Lease. The Company will
notify the Issuer and the Purchaser of the existence of any lien, other than a Permitted Lien, on
the Project Property within 30 days after such lien attaches. The Company may, in good faith,
contest the validity of any lien on the Project Property. During the period of such contest and
any related appeal, this Section 4.17 will be deemed satisfied with respect to the lien so
contested.

ARTICLE V - LEASE; TERM; POSSESSION; RENT

Section 5.1 Lease of the Proiect Property; Term. In consideration of the payment of
Rent, the Issuer leases the Project Property to the Company for the Term.
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Section 5.2 Quiet Enjoyment. So long as an Event of Default has not occurred and is not
continuing, the Issuer will not take any action, other than pursuant to Article VII, to prevent the
Company from having quiet and peaceable possession and enjoyment of the Project Property
during the Term (except as necessary with respect to the exercise of Eminent Domain for public
projects and purposes) and will, at the request of the Company and at the Company's expense, to
the extent that it is lawfully necessary and the Issuer may lawfully do so, join in any legal action
in which the Company asserts its right to such possession and enjoyment.

Section 5.3 Basic Rent and Additional Payments.

(a) The Company will pay to the Purchaser for the account of the Issuer, such
amounts at such times as are necessary to make all payments of principal of, interest on and
redemption price of the Bond in accordance with the terms of the Bond and the Indenture as and
when due (the "Basic Rent").

(b) The Company will also make the following additional payments (the
"Additional Payments"):

(i) to or on behalf of the Depository, the reasonable fees and charges of
the Depository for all services of the Depository and all reasonable expenses (including
reasonable counsel fees and expenses) incurred by the Depository in connection with its duties
under the Indenture, if scheduled, when due and, otherwise, promptly on demand by the
Depository (which fees, charges and expenses may be more specifically determined by an
agreement between the Depository, the Company and the Purchaser); and

(ii) to or on behalf of the Issuer, promptly on demand of the Issuer, all
reasonable out-of-pocket costs and expenses including, but not limited to, reasonable counsel
fees and expenses paid or incurred by the Issuer in connection with (A) the discussion,
negotiation, preparation, approval, execution, and delivery of the Bond, the Indenture, the Bond
Purchase Agreement, this Lease, and the other documents related thereto, (B) any amendments
or modifications to any of the foregoing documents and the discussion, negotiation, preparation,
approval, execution and delivery of any and all documents necessary to effect such amendments
or modifications, and (C) the enforcement by the Issuer, during or after the Term, of any of the
rights or remedies of the Issuer under any of the foregoing documents, instruments or
agreements, including without limitation reasonable costs and expenses of collection, whether or
not suit is filed.

Section 5.4 Obligation Unconditional. The obligation of the Company to pay Rent and
to perform its other obligations under this Lease is absolute and unconditional and will not be
subject to diminution by set off, counterclaim, abatement or otherwise, whether as a result of
Eminent Domain with respect to, damage to or destruction of or removal of all or any portion of
the Project Property or any other event or condition. Until the Bond is paid in full, as provided
by the Indenture, or this Lease is earlier terminated, the Company will not suspend or
discontinue payment of the Rent or fail to perform any of its obligations under this Lease and
will not terminate this Lease prior to the expiration of the Term f'or any cause. In the event the
Issuer fails to perform any of its obligations under this Lease, the Company rilay institute such
action against the Issuer as the Company may deem necessary to compel such performance. The
Company may also, at its own cost and expense and in its own name or, if legally necessary, in
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the name of the Issuer, prosecute or defend any action or proceeding or take any other action
involving third parties which the Company deems reasonably necessary in order to secure or
protect its title, right of possession, occupancy, operation and right of purchase of, the Project
Property. In such event, if no Event of Default has occurred and is continuing, unless waived by
the Purchaser, the Issuer will cooperate with the Company, so long as it is not the adverse party,
upon receipt of indemnity satisfactory to the Issuer against any out-of-pocket costs, expense
(including reasonable counsel fees and expenses) or liability the Issuer may incur or suffer as a
result of or in connection with such cooperation.

Section 5.5 Net Lease. This Lease will be deemed and construed to be a "net lease," and
the Company will pay Rent, free of any deductions and without abatement, diminution or setoff.

ARTICLE VI - SPECIAL COVENANTS

Section 6.1 Recording and Filing: Further Assurances. The Company will, at the
direction of the Purchaser and at the expense of the Company, take all actions that at the time are
and from time to time may be reasonably necessary to perfect, preserve, protect and secure the
interest of the Issuer and the Purchaser in and to the Rent and in the Project Property, to the
extent of the Issuer's interest therein under this Lease, including, without limitation, the
recordation of this Lease and the Indenture, the filing of financing statements and continuation
statements (if deemed necessary by the Purchaser), and the execution, acknowledgment,.
delivery, filing and recordation of any other necessary agreements and instruments. The Issuer
will execute such instruments as may be reasonably requested by the Company to permit
compliance with this Section 6.1.

Section 6.2 Claims. The Company will pay and discharge and will indemnify and hold
the Issuer harmless from (a) any lien or charge upon payments by the Company to, or for the
account of, the Issuer under this Lease and (b) any taxes, assessments, impositions and other
charges in respect of the Project Property except for charges that are being contested under
Section 4.9 hereof. If any such claim is asserted, or any such lien or charge upon payments, or
any such taxes, assessments, impositions or other charges are sought to be imposed, the Issuer
will give prompt notice to the Company, and the Company will have the sole right and duty to
assume the defense of the same and will have the power to litigate, compromise or settle the
same.

Section 6.3 Release and Indemnification.

(a) The Company acknowledges that the Issuer is acting as a conduit issuer in
this transaction and has agreed to issue an industrial revenue bond at the request of the Company
in order to enable the Company to take advantage of certain tax benefits. The Company
understands that, under Section 4-59-6 NMSA 1978, the Issuer does not have the power to incur
a pecuniary liability or to obligate itself except with respect to the Bond proceeds, the Project
Property and the application of the revenues therefrom.

(b) The Company releases the Issuer from, agrees that the Issuer will not be liable
for, and agrees to indemnify and hold Issuer harmless from and against any ahd all liabilities,
claims, suits, costs and expenses which are or may be imposed upon, incurred or asserted against
the Issuer on account of: (i) any loss or damage to property or injury to or death of or loss by any
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person that may be occasioned by any cause whatsoever pertaining to the construction,
maintenance, operation, use or decommissioning of the Project (ii) any storage activities at, on,
in, under or about the Project Property; (iii) any breach or default on the part of the Company in
the performance of any representation, covenant or agreement of the Company under this Lease,
or any related document, or arising from any acts or failure to act by the Company, or any of its
agents, contractors, servants, employees or licensees; (iv) the Company's failure to comply with
any requirements of this Lease; (v) any other loss, claim, damage, penalty, liability,
disbursement, litigation expense, attorneys' fees, experts' fees or court costs arising out of or in
any way relating to the execution or performance of this Lease, actions taken under the Indenture
or any other cause whatsoever pertaining to the Project Property; and (vi) any claim, action or
proceeding brought with respect to the matters set forth in (i), (ii), (iii), (iv) and (v) above,
excluding, however, from the scope of the release and indemnity under this Section 6.3(b), any
matters covered under the release and indemnity involving health and the environment under
Section 6.3(c) below.

(c) The Company releases the Issuer from, agrees that the Issuer shall not be
liable for, and agrees to indemnify and hold Issuer harmless from and against any and all claims,
suits, judgments, fines, penalties, assessments, natural resource damages, response costs (such as
the cost of any testing, sampling, medical or other monitoring, cleanup, or other required
response action), costs necessary to bring the Project Property or the Project into compliance
with the Environmental Laws and other liabilities, together with attorneys' fees and experts'
fees, costs and expenses which are or may be imposed upon, incurred by, or asserted against the
Issuer resulting from or in any way connected with the use, handling, mixing, generation,
storage, manufacture, refining, release, transportation, treatment, disposal or other release or
presence, at, in, on, under or from the Project Property, of any By-Product Material, Source
Material, Special Nuclear Material, Hazardous Material, oils, asbestos in any form or conditions,
or any pollutant or contaminant or hazardous, dangerous or toxic chemicals, materials or
substances within the meaning of the Environmental Laws, or any other applicable federal, state
or local law, regulation, ordinance or requirement relating to or imposing liability or standards of
conduct concerning any By-Product Material, Source Material, Special Nuclear Material,
Hazardous Material, hazardous, toxic or dangerous waste, substance or materials, all as now in
effect or hereafter amended from time to time.

(d) In case a claim shall be made or any action shall be brought against one or
more of the Indemnified Parties based upon the matters described in Subsection 6.3(b) or (c)
above and in respect of which indemnity is sought against the Company pursuant to
Subsection 6.3(b) or (c) above, the Indemnified Party or Indemnified Parties seeking indemnity
shall, within ten days of being notified of an action against it, notify the Company, in writing,
and the Company shall promptly assume or cause the assumption of the defense thereof,
including the employment of counsel chosen by the Company and approved in writing by the
Issuer (provided that such approval by the Issuer shall not be unreasonably withheld), the
payment of the reasonable expenses of such counsel, and the right of the Issuer to participate in
negotiations and to consent to settlement. If any Indemnified Party is advised in a written
opinion of independent counsel (i) that there may be legal defenses available to such Indemnified
Party which are adverse to or in conflict with those available to the Company, or (ii) that the
defense of such Indemnified Party should be handled by separate counsel, the Company shall not
have the right to assume or cause the assumption of the defense of such Indemnified Party, and
the Company shall be responsible for the reasonable fees and expenses of counsel retained by
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such Indemnified Party, provided such counsel is approved in writing by the Company, in
assuming its own defense. If the Company shall have failed to assume or cause the assumption
of the defense of such action or to retain counsel reasonably satisfactory to the Issuer within a
reasonable time after notice of the commencement of such action, the reasonable fees and
expenses of counsel retained by the Indemnified Party shall be paid by the Company.
Notwithstanding, and in addition to, any of the foregoing, any one or more of the Indemnified
Parties shall have the right to employ separate counsel in any such action and to participate in the
defense thereof, but the fees and expenses of such counsel shall be paid by such Indemnified
Party or Indemnified Parties unless the employment of such counsel has been specifically
authorized in writing by the Company. The Company shall not be liable for any settlement of
any such action effected without the written consent of the Company, but if settled with the
written consent of the Company, or if there is a final judgment for the plaintiff in any such action
with or without consent, and after all appeals have been taken and final orders or dismissals
entered, the Company agrees to indemnify and hold harmless the Indemnified Parties from and
against any loss or liability by reason of such settlement or judgment.

(e) The indemnifications set forth in this Section 6.3 are intended to and will
include the indemnification of all affected officials, members of the Board of County
Commissioners, officers, employees and agents of the Issuer (together with the Issuer, the
"Indemnified Parties" and each singularly an "Indemnified Party"). The indemnification is
intended to and will be enforceable by the Issuer, to the full extent permitted by law.

(f) No release or indemnity is given under-this Section 6.3 due to the exercise by
the Issuer of its police powers or in the performance of any essential governmental function but
excluding the governmental functions related to the authorization of the Project under the Act;
and provided further that there shall be excluded from the scope of this release and indemnity
any liability, claims, costs and expenses imposed upon, incurred or asserted against the Issuer
resulting from or arising out of the willful misconduct or negligence of the Indemnified Parties
or any Indemnified Party.

Section 6.4 Approval of Indenture: Obligations Under Indenture. The Indenture has
been submitted to the Company for examination and the Company acknowledges, by execution
of this Lease, that it has approved the Indenture and will perform the obligations assigned to it in
the Indenture.

Section 6.5 Assignment of Warranties. The Issuer will, to the extent possible and at the
expense of the Company, transfer and assign to the Company from time to time any and all of
the Issuer's rights and interests in and under any warranties obtained in connection with the
Project Property and will give the Company the right to take action in either the Issuer's or
Company's name for the enforcement of such warranties.

Section 6.6 Company to Maintain Its Existence. Except in connection with a transaction
permitted under Section 7.3 hereof, the Company will maintain its existence as a limited
partnership and will not dissolve or otherwise dispose of all or substantially all of its assets.

Section 6.7 Good Standing. The Company will execute, file and record all certificates
and other documents and perform such other acts as may be necessary or appropriate to comply
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with all requirements for the formation and operation of a limited partnership under the laws of
Delaware and the State and the operation of the Project Property under the laws of the State.

Section 6.8 Authority of Authorized Representative of Issuer. Whenever under the
provisions of this Lease the approval of the Issuer is required or the Company is required to take
some action at the request of the Issuer, such approval or such request will be made by the
Authorized Issuer Representative unless otherwise specified in this Lease, and the Company or
the Depository will be authorized to act on any such approval or request and the Issuer Will have
no complaint against the Company or the Depository as a result of their taking any such action.

Section 6.9 Authority of Authorized Representative of Company. Whenever under the
provisions of this Lease the approval of the Company is required or the Issuer is required to take
some action at the request of the Company, such approval or such request will be made by the
Authorized Company Representative unless otherwise specified in this Lease, and the Issuer or
the Depository will be authorized to act on any such approval or request and the Company will
have no complaint against the Issuer or the Depository as a result of any such action taken.

Section 6.10 Other Instruments. The Company will do, execute, acknowledge and
deliver or cause to be done, executed, acknowledged and delivered, such instruments
supplemental hereto and such further acts, instruments and transfers (i) as the Issuer or Purchaser
may from time to time reasonably require for better assuring the Issuer's title to or interest in, the
Project Property, or transferring and conveying the Project Property to the Issuer and the better
pledging under the Indenture of the moneys receivable under this Lease, and (ii) as the Issuer and
the Depository may from time to time reasonably require in furtherance of the accomplishment
of the purposes of any of the Bond Documents.

Section 6.11 Payment in Lieu of Property Taxes.

(a) The Issuer and the Company acknowledge that during the Term, the
Project Property will be exempt from property taxation pursuant to Article VIII, Section 3 of the
State constitution and Section 7-36-3 NMSA 1978. Notwithstanding the foregoing, the
Company will pay payments in lieu of property tax ("PILOTs") as provided in subsections (b)
and (c) of this Section.

(b) Subject to provisions of subsection (c) of this Section, the Company shall
pay to the Issuer, on each date the Company would have been required to pay property taxes if
the Project Property were owned entirely by the Company and the Bond had not been issued by
the Issuer, an amount equal to twenty percent of the total amount of property tax (i.e., the tax
arising from the combined levies of all taxing entities whose taxing jurisdiction encompasses the
Project Site) that would have been due on such date if the Project Property were owned entirely
by the Company and the Bond had not been issued by the Issuer. The amounts of the PILOT
pursuant to this subsection (b) (the "Main PILOT") shall be calculated using mill levies and
assessed property tax valuations that would have been applicable for each tax year with respect
to the Project Property if the Bond had not been issued by the Issuer. The property tax valuation
for the Project Property for each tax year shall be determined by the Lea County Assessor (the
"Assessor") using information provided by the Company and such other infohnation obtained
from other sources as is deemed relevant by the Assessor. The Company shall provide the
Assessor all information that the Assessor may lawfully require for the purpose of determining
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the assessed valuation of the Project Property from year to year. The Company may challenge
the valuation determined by the Assessor on the same grounds as would be available to it if it
were assessed for property tax for the Project Property; provided, however, that no payment of
the Main PILOT shall be delayed by reason of a dispute of the valuation of the Project Property.
In the event of a dispute concerning the valuation, the Company shall pay the Main PILOT
calculated according to the most recent undisputed valuation of the Project Property, and when
the dispute is resolved shall pay an amount (or receive a credit, as applicable, against future Main
PILOT payments) equal to the difference between the adjusted amount of the Main PILOT and
the amount already paid, in accordance with the valuation determined through the dispute
resolution or adjudication, as applicable. The Main PILOT shall be paid directly to the Issuer,
and the Company shall have no responsibility for the Issuer's use or distribution of such
amounts.

(c) The parties anticipate that the City of Eunice (the "City") will construct water and
sewer lines connecting the Project with the City's water and sewer utilities. The Company shall
pay the pre-construction engineering and design costs for such lines as they become due and
payable, up to an amount of $125,000. The Company shall further pay all of the right-of-way
acquisition, construction services and materials costs for such lines, as they become due and
payable (the "Pipeline PILOT'). Fifty percent of the amount paid as the Pipeline PILOT shall be
credited against the Main PILOT in equal amounts per year over a period of five years,
beginning in the tax year immediately following the final payment of the last amount of the
Pipeline PILOT; provided, however, that if the amount of the Pipeline PILOT to be credited in
any year exceeds the amount of the Main PILOT for that year, then the excess amount of the
credit shall be carried forward and applied against the first available amount of Main PILOT in
succeeding years. The Company's payment of the pre-construction engineering and design costs
and the Pipeline PILOT under this subsection may be paid to the City or directly to the entities
furnishing such engineering and design, right-of-way acquisition, construction services and
materials at the discretion of the Company. Satisfactory written evidence of such payments shall
be promptly furnished to the City and the Issuer.

ARTICLE VII - ASSIGNMENT, LEASING AND SELLING

Section 7.1 Assignment of Rights by the Issuer. Concurrently with issuance of the Bond,
the Issuer will pursuant to the Indenture assign and pledge to the Purchaser certain of the Issuer's
rights, title and interests in and to this Lease, as security for payment of the principal of, interest
on and redemption price of the Bond. Thereafter, the Purchaser will be vested with, and
authorized to exercise, such rights of the Issuer and the Purchaser under this Lease. The
Company assents to such assignment and pledge.

Section 7.2 No Other Transfer by Issuer. Except as provided in Sections 4.6, 4.11 and
7.1 and Article X, the Issuer will not sell, assign, transfer or convey its rights, title or interests in
this Lease or the Project Property, or its obligations under this Lease.

Section 7.3 Assignment. Lease. Mortgage and Sale by the Company.

(a) If the Company is not in default under this Lease or the Inaenture, the rights
of the Company under this Lease may be assigned, and the rights of the Company in the Project
Property may be assigned, leased, subleased, mortgaged or sold (other than as provided in
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Section 4.1 1) as a whole or in part by the Company (each, an "assignment transaction"). No
assignment transaction will relieve the Company from liability for making payments of Rent and
for the performance of its other obligations under this Lease, including but not limited to its
obligations under Sections 4.5, 4.15, 5.3(b), 6.3, 6.11 and 8.4 hereof, to the same extent as
though such transaction had not been consummated, unless (i) such assignment, lease, sublease,
mortgage or sale is to an affiliate (as such term is used in regulations pursuant to the Securities
Exchange Act of 1934) of the Company, or (ii) the Issuer and the Purchaser shall consent to such
assignment transaction, which consent shall not be unreasonably denied or withheld. In
requesting the consent of the Issuer and the Purchaser under (a)(ii) of this Section 7.3, the
Company shall comply with the transfer requirements of 10 C.F.R. Parts 40 and 70, as
applicable. To the extent required by the Purchaser, any assignee, lessee, sublessee or purchaser
of a material portion of the Company's interest in this Lease or of the Project Property will
assume in writing the obligations of the Company under this Lease with respect to the interest
assigned, leased or sold.

(b) The Company will, not more than 120 days nor less than 30 days before the
effective date of any assignment transaction, furnish or cause to be furnished to the Issuer and
the Purchaser a true and complete copy of such proposed assignment, lease, sublease, mortgage
or purchase contract, and to the extent applicable, such assumption. On the effective date of any
such assignment transaction, the Company will, at the request of the Issuer or the Purchaser and
at the expense of the Company, deliver to the requesting Party an opinion of counsel to the
Company to the effect that such assignment, lease, sublease, mortgage or sale has been duly
authorized by the Company, does not conflict with applicable federal or State law, and does not
affect the status of the Project as a "project" under the Act.

ARTICLE VIII - EVENTS OF DEFAULT AND REMEDIES

Section 8.1 Events of Default Defined. Each of the following events is an "Event of
Default":

(a) failure by the Company to make any Rent payment when due, and such
failure continues for a period of five Business Days; or

(b) any Bond Document, or any certificate or other document delivered pursuant
to any Bond Document, contains a material misrepresentation by the Company, which
misrepresentation continues to materially adversely affect the Issuer, the Purchaser or the
Depository, and the Company fails to cure the effect of such misrepresentation within thirty
Business Days after the aggrieved Party gives the Company written notice of such
misrepresentation;

(c) failure by the Company to perform any of its obligations under this Lease or
the Indenture, other than the payment of Rent, for a period of 30 Business Days after written
notice, specifying such failure and requesting that it be remedied, is given to the Company by the
Issuer or the Purchaser, or, if such failure cannot reasonably be remedied within 30 days, failure
by the Company to commence the remedy within such period and to pursue the same diligently
to completion; or

(d) the occurrence of a "Default" as defined in the Indenture; or
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(e) the Company files a voluntary petition in bankruptcy or is adjudicated
insolvent or bankrupt, or files any petition or answer seeking or acquiescing in any
reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief
for itself under any present or future federal, state or other statute, law or regulation relating to
bankruptcy, insolvency or other relief for debtors; or seeks or consents to or acquiesces in the
appointment of any trustee, receiver or liquidator of the Company or of all or any part of the
Project Property, or of any or all of the royalties, revenues, rents, issues or profits thereof, or
makes any general assignment for the benefit of creditors, or admits in writing its inability to pay
its debts generally as they become due; or

(f) a court of competent jurisdiction enters an order, judgment or decree
approving a petition filed against the Company seeking any reorganization, dissolution or similar
relief under any present or future federal, state or other statute, law or regulation relating to
bankruptcy, insolvency or other relief for debtors, and such order, judgment or decree remains
unvacated and unstayed for an aggregate of 60 days (whether or not consecutive) from the first
date of entry thereof; or any trustee, receiver or liquidator of the Company or any guarantor of
any obligations under the Bond or of all or any part of the Project Property, or of any or all of the
royalties, revenues, rents, issues or profits thereof, is appointed without the consent or
acquiescence of the Company or such guarantor, as applicable, and such appointment remains
unvacated and unstayed for an aggregate of 60 days (whether or not consecutive); or

(g) a writ of execution or attachment or any similar process is issued or levied
against all or any part of or interest in the Project Property, or any judgment involving monetary
damages is entered against the Company or the Issuer that becomes a lien on the Project Property
or any portion thereof or interest therein and such execution, attachment or similar process or
judgment is not released, bonded, satisfied, vacated or stayed within 60 days after its entry or
levy; or

(h) any suit or proceeding is filed against the Company that, if adversely
determined, would substantially impair the ability of the Company to perform any of its
obligations contained in the Bond Documents or the Bond, and counsel for the Company or
independent counsel retained by the Purchaser has formed a professional conclusion that an
adverse outcome is probable, as that term is defined in the American Bar Association's Statement
of Policy Regarding Lawyers' Responses to Auditors' Requests for Information.

Section 8.2 Remedies on Default.

(a) If an Event of Default occurs and is continuing, the Purchaser, as the assignee
of the Issuer under the Indenture, and on behalf of the Issuer, may, but is not required to, take
any one or more of the following remedial steps:

(i) by written notice to the Company declare all such amounts of Rent
payable for the remainder of the Term as are required to provide for the Payment of the Bond,
whereupon the same will be immediately due and payable;
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(ii) take whatever action at law or in equity may appear necessary or
desirable to collect the Rent then due and thereafter to become due or to enforce the performance
and observance of any obligation of the Company under this Lease or the Indenture; or

(iii) exercise any remedies provided for in the Indenture.

(b) In the exercise of any remedies provided in this Section 8.2, the Purchaser
shall not take any action at law or in equity that could result in the Purchaser obtaining
possession of the Project Property or operating the Project as a business or otherwise.

(c) In the enforcement of the remedies provided in this Section 8.2, the
Purchaser, as the assignee of the Issuer and on behalf of the Issuer, will treat all expenses of
enforcement, including, without limitation, legal, accounting and advertising fees, as Additional
Payments then due and owing. In the exercise of any of the remedies in Section 8.2(a)(i) through
(iii) above, the Purchaser, as the assignee of the Issuer, has the sole responsibility for the exercise
of such remedies if an Event of Default occurs and is continuing, and except for the exercise of
Issuer's remedies under Sections 8.3 and 8.4 below, the Issuer shall not exercise any remedies
provided under this Lease unless specifically authorized in writing by the Purchaser.

Section 8.3 Issuer's Remedies. Subject to Section 4.2(c) hereof, the Issuer may take
whatever action at law or in equity may appear necessary or desirable to enforce the performance
and observance of any Unassigned Rights Obligation under this Lease, including, without
limitation, the Reconveyance Remedy provided in Section 8.4 of this Lease.

Section 8.4 Reconvevance Remedy. Subject to Section 4.2(c) hereof, if the Company (i)
fails to complete the Project as provided in Section 4.1 of this Lease, (ii) makes changes to the
Project or operates the Project in such a manner that would result in the Project no longer
qualifying as a "project" within the meaning of the Act, (iii) ceases to operate the Project, or
(iv) fails to perform any Unassigned Rights Obligation under this Lease, and any of such
circumstances continues for 60 days after notice by the Issuer to the Company, then the Issuer
shall have the right to immediately convey the Project Property to the Company and take all
steps necessary to have the Project Property immediately assessed for property tax purposes in
the name of the Company from and after 60 days after such notice is given. The provisions of
Article X shall govern the manner and form of any such conveyance from the Issuer to the
Company.

Section 8.5 Agreement to Pay Attorneys' Fees and Expenses. If an Event of Default or
an event or condition which, with notice or the lapse of time or both would constitute an Event of
Default, has occurred, and the Issuer or the Purchaser employ attorneys or incur other expenses
for collection of Rent or the enforcement of performance or observance of any obligation or
agreement on the part of the Company contained herein, the Company agrees that it will on
demand therefor pay to the Issuer, or the Purchaser, as the case may be, the reasonable fees of
such attorneys and such other expenses so incurred by the Issuer or the Purchaser.

Section 8.6 No Additional Waiver Implied by One Waiver. In the event any agreement
contained in this Lease should be breached by either party and thereafter waived by the other
party, such waiver will be limited to the particular breach so waived and will not be deemed to
waive any other breach hereunder. In view of the assignment of certain of the Issuer's rights in
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and under this Lease to the Purchaser pursuant to the Indenture, the Issuer will have no power to
waive any Event of Default hereunder without the consent of the Purchaser. Notwithstanding the
foregoing, a waiver of a Default under the Indenture or a rescission of a declaration of
acceleration of the Bond and a rescission and annulment of its consequences will constitute a
waiver of the corresponding Event of Default under this Lease and a rescission and annulment of
its consequences; provided that no such waiver or rescission will extend to or affect any
subsequent or other default hereunder or impair any right resulting therefrom.

Section 8.7 Survival of Obligations. Except as otherwise provided in Subsection 7.3(a)
hereof, the Company's obligations hereunder, including, without limitation, its obligations to
make payments, will survive any sale of all or any portion of the Project Property or exercise of
any other remedy in accordance with this Article and the Company will continue to pay the
payments and perform all other obligations provided herein to the extent necessary to fulfill its
obligation hereunder.

ARTICLE IX - PREPAYMENTS

Section 9.1 Prepayments. The Company may at any time (including after the occurrence
and during the continuance of an Event of Default) and for any reason cause all or any portion of
the outstanding amount of the Bond to be redeemed in accordance with the provisions of the
Indenture, which redemption may occur on the same day the Purchaser advances proceeds of the
Bond to the Company pursuant to Section 404 of the Indenture. The Company shall send notice
of such redemption to the Issuer, the Depository and the Purchaser not less than one (1) Business
Day prior to the redemption date. Such notice will specify the redemption date and the principal
amount of the Bond redeemed. On the redemption date the Company will prepay that portion of
the Rent equal to such principal amount plus accrued interest, if any, on such principal amount to
the redemption date by payment of such amounts to the Purchaser; provided that in the event of a
redemption of all the outstanding amount of the Bond, the Company shall pay, in addition on the
redemption date, all Additional Payments payable to the Issuer or the Depository, as the case
maybe.

ARTICLE X - EXERCISE OF OPTION AND PURCHASE OF PROJECT PROPERTY

Section 10.1 Purchase of Project Property. The Company will purchase, and the Issuer
will sell, the interests of the Issuer in the Project Property for $1.00 and any unpaid Additional
Payments at the expiration or sooner termination of this Lease (provided that the Rent and all
other amounts due hereunder have been fully paid) and following Payment of the Bond and
release of the Indenture pursuant to its provisions. The Company will give notice to the Issuer
specifying the date of closing of such purchase, which will be not less than 15 days nor more
than 90 days from the date of such notice. At the closing of such purchase, upon payment of the
amount due by the Company, the Issuer will, at the expense of the Company, convey the Project
Property to the Company subject to the provisions of Section 10.2.

Section 10.2 Conveyance. At the closing of a purchase pursuant to this Article X, the
Issuer will, upon receipt of the purchase price and at the sole expense of the Company, deliver to
the Company documents, including, but not limited to a quitclaim deed or other transfer or
conveyance documents, conveying to the Company the Issuer's interest in the Project Property
being purchased, as such Project Property then exists subject only to: (i) those liens and
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encumbrances (if any) to which title to or interest in, the Project Property was subject when
conveyed to the Issuer; (ii) those liens and encumbrances created by the Company or any party
other than the Issuer or to the creation or suffering of which the Company consented; (iii) those
liens and encumbrances resulting from the failure of the Company to perform any of its
obligations under this Lease; (iv) Permitted Liens other than the Indenture and this Lease; and
(v) any other lien arising as a matter of law. The Company may purchase the Project Property
and exercise its other rights under this Article X, whether or not an Event of Default has occurred
and is continuing.

ARTICLE XI - MISCELLANEOUS

Section 1 1.1 Remedies. Except as otherwise provided in Section 14 of the Bond
Purchase Agreement, Section 11.3 of this Lease and Section 1112 of the Indenture, no right or
remedy conferred on any Party in any of the Bond Documents is intended to be exclusive of any
other right or remedy. Each such right or remedy is in addition to every other right or remedy
provided in any of the Bond Documents or by law. No delay or omission of any Party to
exercise any such right or remedy will impair any such right or remedy or be construed to be a
waiver. Every such right or remedy may be exercised from time to time and as often as the
relevant Party may deem expedient. No waiver by any Party of any right or remedy with respect
to any Default or Event of Default will extend to or affect any other existing or subsequent
Default or Event of Default. In order for any Party to exercise any remedy reserved to it in the
Bond Documents, such Party shall not be required to give any notice other than such notice as
may be expressly required in the Bond Documents.

Section 11.2 Amendments. This Lease may be amended by one or more instruments
signed by the Issuer and the Company, and consented to by the Purchaser. The Issuer shall
amend this Lease as requested by the Company or a lender or other entity providing all or any
part of the Project Financing, provided any such amendment is not inconsistent with the Bond
Ordinance.

Section 11.3 Limitation of Issuer's Liability.

(a) No agreements or provisions contained herein nor any agreement, covenant or
undertaking by the Issuer contained in any document executed by the Issuer in connection with
any property of the Company financed, directly or indirectly, out of the Bond proceeds or the
issuance, sale and delivery of the Bond will give rise to any pecuniary liability of the Issuer, its
officers or members of its governing body, or constitute a charge against the Issuer's general
credit, or will obligate the Issuer financially in any way, except with respect to the funds or
property available under the Lease or under the Indenture and pledged to the payment of the
Bond and their application as provided under the Indenture. No failure of the Issuer to comply
with any terms, covenants or agreements herein or in any document executed by the Issuer in
connection with the Bond will subject the Issuer to any pecuniary charge or liability except to the
extent that the same can be paid or recovered from the funds available hereunder or under the
Indenture and pledged to the payment of the Bond and their application as provided under the
Indenture. The Issuer shall not be required to expend or risk its own funds or to otherwise incur
financial liability in the performance of any of its duties or in the exercise of any of its rights or
powers hereunder unless it will first have been adequately indemnified to its satisfaction against
the cost, expense or liability which might be incurred thereby. Nothing herein will preclude a
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proper party in interest from seeking and obtaining, to the extent permitted by law, specific
performance against the Issuer for any failure to comply with any term, condition, covenant or
agreement herein or in the Indenture; provided that no costs, expenses or other monetary relief
will be recoverable from the Issuer except as may be payable from the funds available hereunder
or under the Indenture and pledged to the payment of the Bond.

(b) No covenant, obligation or agreement in this Lease shall be deemed to be a
covenant, obligation or agreement of any present or future member, officer, agent or employee of
the Issuer or the governing body of the Issuer in other than his official capacity, and neither the
members of that governing body nor any official executing the Bond shall be liable personally on
the Bond or be subject to any personal liability or accountability by reason of the issuance
thereof or by reason of the covenants, obligations or agreements of the Issuer contained in this
Lease or in the Indenture.

Section 11.4 No Violation of Public Policies Regarding Indemnity. Notwithstanding any
other term or condition of this Lease, to the extent, if at all, that Section 56-7-1 NMSA 1978, as
amended, is applicable to any agreement to indemnify, hold harmless, insure, or defend another
party contained herein or in any related documents, such agreement will not extend to liability,
claims, damages, losses or expenses, including attorneys' fees, arising out of bodily injury to
persons or damage to property caused by or resulting from, in whole or in part, the negligent act
or omission of any indemnitee, its officers, employees or agents.

Section 11.5 Release. The Issuer will not be liable to the Company, and the Company
releases and discharges the Issuer from any liability for any and all losses, costs, expenses
(including attorneys' fees), damages, judgments, claims and causes of action, paid, incurred or
sustained by the Company as a result of or relating to any action, or failure or refusal to act, on
the part of the Depository or the Purchaser with respect to the Bond, the Indenture, this Lease, or
the documents and transactions related hereto or thereto or contemplated hereby or thereby,
including, without limitation, the exercise by the Depository, Purchaser or any third party of any
of its rights or remedies pursuant to any of such documents.

Section 11.6 Bindin2 Effect. This Lease shall inure to the benefit of and shall be binding
upon the Issuer, the Company, and their respective successors and assigns.

Section 11.7 Severability. In the event any provisions of this Lease shall be held invalid
or unenforceable by any court of competent jurisdiction, such holding shall not invalidate or
render unenforceable any other provision hereof; provided, however, that if enforcement of this
Lease absent such invalid or unenforceable provisions would destroy an essential purpose of the
issuance of the Bond, then this Lease shall be deemed modified to the extent necessary to make it
valid or enforceable consistent with the true intent hereof.

Section 11.8 Recording. This Lease, the Indenture and every assignment and
modification hereof, or an appropriate and sufficient memorandum thereof, shall be recorded in
the office of the County Clerk of Lea County, New Mexico. This Lease as originally executed or
an appropriate and sufficient memorandum thereof shall be so recorded before the recordation of
the Indenture.
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Section 11.9 No Waiver. No waiver of any breach of any covenant or agreement
contained herein shall operate as a waiver of any subsequent breach of the same covenant or
agreement, and in case of a breach by either party of any covenant, agreement or undertaking,
the non-defaulting party may nevertheless accept from the other any payment or payments or
performance hereunder without in any way waiving its right to exercise any of its rights and
remedies provided for herein or otherwise with respect to any such default or defaults which
were in existence at the time such payment or payments or performance were accepted by it.

Section 11.10 Non-Merger. The provisions of this Lease shall survive the conveyance or
transfer of the Project Property to the Issuer, the reconveyance or transfer of the Project Property
to the Company and any other performance hereunder, and shall not be deemed merged in any
deed or other instrument or document delivered hereunder.

Section 11.11 Execution in Counterparts. This Lease may be executed in multiple
counterparts, all of which taken together will constitute one instrument. Any Party may execute
any of the Bond Documents by executing any counterpart of such Bond Document.

Section 11.12 Notices. All notices required under this Lease shall be deemed to be
properly sent if in writing, signed by the Party or agent sending them, and (i) delivered
personally, (ii) sent by registered or certified mail, (iii) sent by a recognized overnight express
mail carrier, or (iv) sent by facsimile, if a copy is sent by one of methods (i), (ii) or (iii) as soon
as practicable thereafter, addressed to the Issuer, the Company, the Purchaser or the Depository,
as the case may be, at the following addresses, and such notices shall be effective on the date of
receipt thereof:

If to the Issuer:

with a copy to:

If to the Company:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 396-8601
Fax: (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, P.A.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter Franklin

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198
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with a copy to:

If to the Purchaser:

If to the Depository:

Rodey Law Firm
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax: (505) 768-7395

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505)944-0198

Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 11.13 Title: Headings. The title and headings of the articles, sections and
subdivisions of this Lease have been used for convenience only and will not modify or restrict
any of the terms or provisions of this Lease.

Section 11.14 Applicable Law. The validity, construction and effect of this Lease will
be governed by the law of the State of New Mexico applicable to agreements made and to be
performed in the State of New Mexico, without regard or effect given to conflict of law
principles or rules that would require the application of the laws of any other jurisdiction.

Section 11.15 Subordination. The Issuer agrees to subordinate its title and interest in and
to the Project Property and its rights as lessor under this Lease, to any lender or other person or
entity providing all or any part of the Project Financing and to enter into agreements as the
Company may reasonably require to evidence such subordination. The Bond Ordinance
authorizes the Chairman and Vice Chairman of the Board of County Commissioners of the Issuer
to execute and deliver any agreements or other documents providing for such subordination.
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IN WITNESS WHEREOF, the Issuer and the Company have executed this Lease the date
set forth above.

ISSUER:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners ee

By: eit 6

Name: Harry eague

Its: Chairman of the Board of County
Commissioners

COMPANY:

LOUISIANA ENERGY SERVICES, L.P.

By: .<47>7

Name: E. James Ferland

Its: President and Chief Executive Officer
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State of New Mexico
) ss.

County of )

This instrument was acknowledged before me on January, 2004. by Harry Teague
as Chairman of the Board of County Commissioners of Lea County, New Mexico, a political
subdivision of the State of New Mexico acting through its Board of County Commissioners.

Notary Public
A, 

_

My commission expires: / a'

State of New Mexico )
) ss.

County of59-eT~ )

This instrument was acknowledged before me on Januaryc; , 2004, by E. James
Ferland, as President and Chief Executive Officer of Louisiana Energy Services, L.P., a
Delaware limited partnership.

* .. I
, r.

- *rj
.

Notary Public

My commission expires:
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EXHIBIT A: DESCRIPTION OF PROJECT SITE

The Project Site consists of the following:

A parcel of land within Section 32, Township 21 South, Range 38 East, New Mexico Principal
Meridian, Lea County, New Mexico and being more particularly described as follows:

BEGINNING at the one-quarter corner between Sections 31 and 32 (a found GLO brass cap on a
2-inch iron pipe);

THENCE N00038'22"W along the section line between Sections 31 and 32 a distance of
2638.37 feet to the comer of Sections 29, 32, 31 and 30 (a found GLO brass cap on a 2-inch iron
pipe);

THENCE N890 18'08"E along the section line between Sections 29 and 32 a distance of 2640.69
feet to a set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH PLS 13239";

THENCE N890 18'08"E along the section line between Sections 29 and 32 a distance of 2640.69
feet to the comer of Sections 28, 33, 32 and 29 (a found GLO brass cap on a 2-inch iron pipe);

THENCE S00039'20"E along the section line between Sections 32 and 33 a distance of 2640.49
feet to the one-quarter corner between Sections 32 and 33 (a found GLO brass cap on a I-inch
iron pipe);

THENCE S00041'56"E along the section line between Sections 32 and 33 a distance of 2324.52
feet to a found railroad iron marking the right-of-way for New Mexico State Highway No. 234;
from whence the comer of Sections 33 and 32 of Township 21 South, Range 38 East, and
Sections 4 and 5 of Township 22 South, Range 38 East (a found 1/2-inch rebar) bears
S0041 '56"E a distance of 340.08 feet;

THENCE N8001 0'49"W along the observed northerly right-of-way line of New Mexico State
Highway No. 234 a distance of 5377.12 feet to a point of intersection with the section line
between Sections 31 and 32 (set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH
PLS 13239"); from whence the corner of Sections 31 and 32 of Township 21 South, Range 38
East and Sections 6 and 5 of Township 22 South, Range 38 East (a found GLO brass cap on a
2-inch iron pipe) bears S00035'16"E a distance of 1321.66 feet;

THENCE N00035'16"W along the section line between Sections 31 and 32 a distance of
1345.14 feet to the POINT OF BEGINNING.
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EXHIBIT B: PERMITTED LIENS

I. Taxes for the year 2004, and thereafter, not yet due and payable, and all assessments
applicable to the Project Property.

2. All interests or matters of record applicable to the Project Site (including any conditions,
easements, rights-of-ways, licenses, covenants, restrictions, indentures, patents,
reservations, and any and all other interests or matters of record), including those shown
on any recorded plats, and including, without limitations, the following:

(a) Reservations, conditions and stipulations as contained in Patent appearing of
record in the New Mexico State Land Office under Patent No. 1202902.

(b) Title to all the oil, gas, minerals and mineral substances within and underlying the
premises, together with the drilling rights thereto belonging.

(c) Oil and Gas Lease filed with the New Mexico State Land Office and labeled B-
4467 dated 6-10-35, executed by and between The State of New Mexico and Gypsy Oil
Company, assigned to Gulf Oil Corporation in Assignment filed with the New Mexico State
Land Office 2-24-36. Gulf Oil Corporation, evidenced by those certain Articles of Merger filed
with the New Mexico State Land Office, changed its name to Chevron U.S.A. Inc. Chevron
U.S.A. Inc. partially assigned lease to Louisiana Energy Services, L.P., evidenced by Partial
Assignment of Oil and Gas Lease filed with the New Mexico State Land Office on 8-28-03 and
Partial Assignment of Oil and Gas Lease dated 8-22-03, filed 8-28-03, in Book 1249, Page 610,
Lea County Records, Lea County, New Mexico.

(d) Pipeline Easement (unrecorded) as evidenced by that certain Conveyance,
Assignment and Bill of Sale dated 12-24-90, effective 12-31-90, filed 1-2-91, in Book 536, Page
273, Miscellaneous Records, Lea County, New Mexico. executed by Enron Corp. fka Northern
Natural Gas Company to Northern Natural Gas Company. RE: Pipeline Easement (NMG 203-
18).

(e) Right of Way filed in the New Mexico State Land Office as Permit No.
RW22760, executed by Commissioner of Public Lands. State of New Mexico, to Big Three
Industries, Inc. As assigned in that certain Assignment of Right of Way and Easement approved
and filed with the New Mexico State Land Office October 14, 1986 and executed by Big Three
Industries, Inc. to Big Three Carbon Dioxide Company. Big Three Carbon Dioxide Company
changed its name to Air Liquide America Corporation as indicated in Miscellaneous Instrument
#8970 filed with the New Mexico State Land Office. Said Right of Way assigned by Air Liquide
America Corporation to Trinity Pipeline L.P. evidenced by Assignment filed with the New
Mexico State Land Office on 7-21-03. Said Right of Way is labeled Underground Pipeline as
shown on Survey prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1,
Page 566, Survey Records, Lea County, New Mexico, and as additionally shown and labeled as
Permit for Right-of-way-Air Liquide America Corporation, New Mexico State Land Office
Permit No. RW22760 on Survey prepared by Pettigrew and Associates, dated 8-26-03, filed 8-
26-03, in Book 1, Page 568, Survey Records, Lea County, New Mexico.
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(f) State of New Mexico Grazing Lease No. GR 1855 filed in the New Mexico State
Land Office. Executed by the New Mexico State Land Office to Wallach Ranch, LLC. And as
mentioned in those certain Probate Proceedings, Lea County Probate Court case no. 3932. filed
10-29-75, styled In The Matter of the Estate of Paul Wallach, Deceased and referenced as GR
527, by and between State of New Mexico and Paul Wallach.

(g) Encroachment of the fence along the western boundary as shown on Survey
prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1. Page 566-. and in
Book 1, Page 568, Survey Records, Lea County, New Mexico.

(h) Rights of Wallach Ranch, LLC and Wallach Concrete, Inc. set forth in those
certain unrecorded Letter Agreements dated 8-22-03 and that certain unrecorded Non-
Distrubance Agreement dated 9-1-03 executed by and between Wallach Ranch, LLC, Wallach

oncrete, Inc. and Louisiana Energy Services, L.P. in and to the road running North to South
ong the center line of the property as shown on Survey prepared by Pettigrew and Associates,

dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in Book 1, Page 568, Survey Records,
Lea County, New Mexico.

(i) The agreements, covenants and conditions including but not limited to the first
right of refusal in favor of Wallach Ranch, LLC as mentioned in those certain unrecorded Letter
Agreements dated 8-22-03 and that certain un-recorded Non-Disturbance Agreement dated 9-1-
03 executed by and between Wallach Ranch, LLC, Wallach Concrete, Inc. and Louisiana Energy
Services, L.P.

(j) The terms and conditions of that certain Easement No. RW28583 executed by the
Commissioner of Public Lands, State of New Mexico on 8-20-03 to Louisiana Energy Services,
L.P., a Delaware Limited Partnership, and filed in the New Mexico State Land Office on August
22, 2003, as file no. RW28583, and filed in the Lea County Records on3m vl asfile no.
56770

(k) The terms and conditions of that certain Agreement Regarding Land Use
Restriction or Condition effective 8-22-03 executed by and between the Commissioner of Public
Lands, State of New Mexico and Louisiana Energy Services, L.P., a Delaware Limited
Partnership. and filed in the New Mexico State Land Officeqn January 20, 2004, as file no.
LURC #3, and filed in Lea County Records onJanua"t tile no. 5n)11 1

3. Any matters applicable to the Project Site pertaining to or arising out of circumstances
existing on or before the date of this Lease, and including. but not by way of limitation:

i. Rights or claims of parties in possession not shown by the public records, and
easements or claims of easements, not shown by the public record.

ii. Encroachments, overlaps, roadways, overlays. conflicts in boundary lines.
shortages in area, or other matter which would be disclosed by an accurate survey
and inspection of the Project Site.
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iii. Unpatented mining claims; reservations or exceptions in patents or in acts
authorizing the issuance thereof; water rights claims or title to water.

iv. Taxes or assessments which are not shown as existing liens by the public records,
or any assessments against the Project Site.

V. Any easement rights as a result of any roadways or rights-of-way affecting the
Project Site.
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SCHEDULE I

The Company has been advised by the NRC that it has commenced an internal investigation of a
matter involving the submission by the Company of its license application before the NRC
("License Application") on December 12, 2003.

NRC regulations require that the portion of the License Application that addresses the classified
information for the facility be filed separately from the rest of the License Application. When
the License Application was filed, the classified information for the facility was sent to an NRC
address identified in the NRC regulations. Although the Company also consulted the NRC's
website, which indicated a change to the regulation (specifying a different address for submittal
of classified information) would go into effect on January 1, 2004, the Company decided to use
the address in the regulations in effect at that time.

About a week after the License Application was submitted to the NRC, the NRC notified the
Company that the classified information had been mailed to the wrong address, and that the
Company should have called the NRC to obtain the proper address. This proper address was not
previously provided in any NRC documents other than as stated in the revised regulation that
became effective on January 1, 2004.

As a result, the Company was advised that an NRC internal investigation is now ongoing, and
even though the Company has taken appropriate corrective action, it is possible the NRC could
issue a violation for sending the classified information for the facility to the wTong NRC address.
In the event a violation is found to have occurred, it is the Company's position that this will not
have a material adverse effect on the Company, the Project Property, the Company's ability to
perform under the Bond Documents or the License Application.
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LEA COUNTY, NEW MEXICO,
as Issuer,

BANK OF ALBUQUERQUE, N.A.,
a national banking association,

as Depository

and

NEF SERIES 2004, LLC,
a Delaware limited liability company,

as Purchaser

X-11��INDENTURE

Dated January 22, 2004

Securing

$1,800,000,000
Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

This instrument constitutes a security agreement with respect to certain personal property under
the laws of the State of New Mexico.
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THIS INDENTURE is made this 22nd day of Januaryj 2004, among LEA COUNTY,
NEW MEXICO, a political subdivision of the State of New Mexico, duly organized and existing
pursuant to the constitution and laws of the State of New Mexico acting through its Board of
County Commissioners (together with its successors and assigns, the "Issuer"), NEF Series 2004,
LLC, a Delaware limited liability company (together with its successors and assigns, and
permitted transferees of the Bond (defined below), the "Purchaser"), and BANK OF
ALBUQUERQUE, N.A., a national banking association (together with its successors and
assigns, the "Depository").

ARTICLE I - RECITALS

Section 101. The Act. Pursuant to the County Industrial Revenue Bond Act, Chapter 4,
Article 59 NMSA 1978 (the "Act"), the Issuer is authorized to acquire, construct and equip
certain industrial or commercial projects and to issue its industrial revenue bonds to finance such
projects and certain related costs. Such bonds are payable solely out of revenue of the leasing of
such projects. Such bonds may be further secured by an assignment of the Issuer's interest in the
lease agreement respecting the project to be acquired, constructed and equipped. Under the Act,
a project may include land, buildings, machinery, equipment, furnishings and other property
deemed necessary in connection with such project.

Section 102. Government Proceedings. Louisiana Energy Services, L.P., a Delaware
limited partnership that is registered to transact business in New Mexico (together with its
successors and assigns, the "Company"), has presented to the Issuer a proposal ("Project Plan")
relating to the issuance of industrial revenue bonds and the acquisition, construction and
installation by the Company of a uranium enrichment facility to be located within Lea County
and not within the boundaries of any incorporated municipality in the County. Following
consideration of the Company's proposal, the Board of County Commissioners (the "Board") on
December 16, 2003 adopted Ordinance No. 58 (the "Bond Ordinance"), authorizing, among
other matters, (i) the issuance of the Lea County, New Mexico Industrial Revenue Bond
(National Enrichment Facility Project) Series 2004 (the "Bond") in an aggregate principal
amount not to exceed $1,800,000,000, and (ii) the execution and delivery of this Indenture.

Section 103. The Lease. The Issuer has entered into a Lease and Purchase Agreement
dated the date of this Indenture (together with any and all amendments and supplements, the
"Lease") with the Company, under which the Issuer has leased the Project Property (as defined in
the Lease) to the Company and the Company has agreed to make rental payments in amounts
sufficient to pay the principal of, interest on and redemption price of the Bond when due. For the
purpose of providing security for the payment of the principal of, interest on and redemption
price of the Bond, the Issuer wishes to assign to the Purchaser certain of its interests in the Lease,
but reserving the Unassigned Rights.

Section 104. The Indenture: Collateral Pledge. The Bond is to be issued under this
Indenture, which constitutes a security agreement and a collateral pledge of the Lease to the
Purchaser.

Section 105. Conditions Precedent Performed. The Issuer is unaware of any act,
condition or thing required on the part of the Issuer by the constitution and laws of the State to
happen, exist or be performed precedent to and for the execution and delivery of this Indenture
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and the issuance of the Bond except such as do exist and have happened and have been
performed.

ARTICLE II - DEFINITIONS AND RULES OF CONSTRUCTION

Section 201. Meanings of Words and Terms. All words and terms defined in the Lease
have the same meanings when used in this Indenture. In addition to the definitions in the
Recitals, Section 101 hereof, the capitalized words and terms used in this Indenture shall have
the following meanings:

"Acquisition Account" has the meaning assigned in Section 601.

"Authorized Company Representative" means any one of the persons at the time
designated to act on behalf of the Company in a certificate furnished to the Issuer and the
Depository containing the specimen signatures of such persons and signed on behalf of the
Company by an officer of the Company.

"Bond" means the Lea County, New Mexico Industrial Revenue Bond (National
Enrichment Facility Project) Series 2004.

"Bond Documents" means this Indenture, the Lease and the Bond Purchase Agreement.

"Bond Ordinance" has the meaning assigned in Section 102 hereof.

"Bond Purchase Agreement" means the Bond Purchase Agreement, dated the date of this
Indenture, among the Purchaser, the Issuer and the Company.

"Business Day" means any day that is not a Saturday, a Sunday or a day on which
banking institutions in the State are authorized or required to close.

"Closing Date" means the date of issuance of the Bond.

"Company" has the meaning assigned in Section 102 hereof.

"Completion Date" has the meaning assigned in Section 4.1(c) of the Lease.

"Default" has the meaning assigned in Section 801 hereof.

"Depository" has the meaning assigned in the first paragraph of this Indenture.

"Event of Default" has the meaning assigned in Section 8.1 of the Lease.

"Indenture" means this Indenture, together with any and all amendments and
supplements.

"Interest Payment Date" means the Maturity Date and each anniversary of the Closing
Date until the Maturity Date.
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"Issuer" has the meaning assigned in the first paragraph of this Indenture.

"Lease" has the meaning assigned in Section 103 hereof.

"Maturity Date" means the thirtieth anniversary of the Closing Date, in 2034.

"Parties" means the Issuer, the Company, the Purchaser and the Depository.

"Party" means any one of the Parties.

"Payment of the Bond" means payment in full of the principal of and interest on the Bond
in accordance with its terms and the provisions of this Indenture and payment of all fees and
expenses of the Issuer and the Depository payable by the Company under this Indenture, the
Lease and the Bond Purchase Agreement.

"Person" means any individual, corporation, partnership, joint venture, association, joint
stock company, trust, unincorporated organization or government or any agency or political
subdivision.

"Purchaser" means NEF Series 2004, LLC, a Delaware limited liability company,
together with its successors and assigns, and permitted transferees of the Bond.

"Related Costs" means expenditures incurred by or to be incurred by the Company with
v> respect to the issuance of the Bond and to the acquisition, construction and installation of the

Project Property in accordance with the Project Plan.

"Revenues" means Rent and all other amounts to be received by the Issuer or the
Depository in respect of the Project, including all amounts and investments in the funds and
accounts created hereunder and all income and profits thereon.

Section 202. Rules and Construction.

(a) All references in this Indenture to particular articles, sections or exhibits are
references to articles or sections of or exhibits to this Indenture unless some other reference is
established.

(b) Any inconsistency between the provisions of the Lease and the provisions of
this Indenture will be resolved in favor of the provisions of this Indenture.

Section 203. Bond Not General Obligation of Issuer. Neither the faith and credit nor the
taxing power of the State or any of its political subdivisions, including the Issuer, is pledged to
the payment of the principal of, interest on or redemption price of the Bond. The Bond will be
payable by the Issuer solely out of the Revenues (but excluding Additional Payments), proceeds
and receipts and other security pledged hereby. The principal of, interest on and redemption
price of the Bond will never constitute a debt or indebtedness or general obligation of the Issuer
within the meaning of any State constitutional provision or statutory limitation. The Bond will
never constitute or give rise to a pecuniary liability of the Issuer or be a charge against its general
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credit or a charge against the general credit or the taxing powers of the State or any political
subdivision thereof.

ARTICLE III - GRANT

Section 301. Pledge. In consideration of the purchase of the Bond by the Purchaser, and
in order to secure the payment of the principal of, interest on and redemption price of the Bond,
and in order to secure the performance by the Issuer of its obligations under this Indentute and
the Bond, the Issuer pledges and assigns to the Purchaser and grants a security interest to the
Purchaser in (i) all the Issuer's right, title and interest in and to the Lease and any other lease,
sublease, license, easement, right-of-way or other grant of a possessory or use interest in the
Project Property, to the extent the Issuer has any interest therein, including its rights to the
Revenues, but reserving the Unassigned Rights under the Lease; and (ii) the moneys and
investments in the Acquisition Account.

Section 302. Subordination. The Purchaser agrees to subordinate its rights as pledgee,
assignee and secured party as provided in Section 301 hereof to any lender or other person or
entity providing all or any part of the Project Financing and to enter into agreements as the
Company may reasonably request to evidence such subordination.

Section 303. Release. If the principal of and interest on the Bond are paid in full to the
Purchaser, all obligations of the Issuer as to the Bond under this Indenture will terminate, and the
Purchaser will cancel and discharge the lien of this Indenture on the Project Property, and
execute and deliver to the Issuer and the Company certificates of the Purchaser that all principal
and interest due on the Bond have been paid. The County Clerk or a Deputy County Clerk of the
Issuer is authorized to accept such a certificate of the Purchaser as evidence of the satisfaction of
this Indenture.

ARTICLE IV - AUTHORIZATION, FORM, EXECUTION AND DELIVERY OF BOND

Section 401. Authorization: Authorized Amount of Bond. The Bond is hereby
authorized to be issued under and secured by this Indenture. The Bond will be issued as a single
fully registered bond without coupons, in a principal amount not to exceed $1,800,000,000. The
Bond will be numbered R-1. No bonds may be issued under this Indenture except in accordance
with this Article. The total principal amount of the Bond that may be issued under this Indenture
is expressly limited to $1,800,000,000. No additional bonds may be issued. The Bond may be
transferred only in accordance with its terms.

Section 402. Form of Bond. The Bond will be in substantially the form of Exhibit A
attached hereto, and by this reference, made a part hereof. The Bond will be dated the date of its
issue and delivery to the Purchaser, and amounts advanced with respect to the Bond shall bear
interest from the dates such advances are made at 5% per annum. Interest on the Bond will be
computed on the basis of a 360-day year consisting of twelve 30-day months, and the obligation
to pay interest shall continue until payment in full of the principal amount thereof. Advances
made with respect to the Bond shall be subject to such terms and conditions as set forth in the
Bond Purchase Agreement and this Indenture. Interest on principal amounts outstanding under
the Bond shall be payable on each Interest Payment Date. The entire principal amount of the
Bond shall be payable in one payment at maturity on the Maturity Date.
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Section 403. Execution and Delivery. The Bond will be signed by the Chairman or Vice
Chairman of the Board of County Commissioners and the County Clerk or a Deputy County
Clerk of the Issuer and delivered to the Purchaser on the date of the execution and delivery of
this Indenture. Subject to the terms and conditions of the Bond Purchase Agreement, the
Purchaser will purchase the Bond and will pay the purchase price of the Bond to the Depository
on account of the Issuer as set forth in Sections 404 and 601 hereof. Prior to delivery by the
Issuer to the Purchaser of the Bond, the following will be delivered to the Purchaser:

a. a certified copy of the Bond Ordinance authorizing the issuance of the
Bond and the execution, delivery and performance of this Indenture and the Lease; and

b. original executed counterparts of this Indenture, the Lease and the Bond
Purchase Agreement.

Section 404. Advances. Subject to the terms and conditions of the Bond Purchase
Agreement, the Purchaser will purchase the Bond upon the execution and delivery of this
Indenture and will pay the purchase price of the Bond in an amount up to the maximum principal
amount of $1,800,000,000 at the time of delivery of the Bond or based on advances requested by
notice of the Company to the Purchaser and Depository, as set forth in Section 2 of the Bond
Purchase Agreement. Promptly upon receipt of notice from the Company requesting an advance,
the Purchaser will, so long as no Default has occurred and is continuing, pay the amount of the
advance requested in such notice to the Depository for deposit in the Acquisition Account;
provided that the aggregate amount of such advances will not exceed $1,800,000,000. The
records of the Depository will be conclusive as to the aggregate amount of advances requested
and made, absent manifest error. The Purchaser is authorized to endorse on the schedule
attached to the Bond the date and amount of each such advance and each principal payment on
and redemption in part of the Bond and the resulting principal amount. Failure to make any such
endorsement or any error in such endorsement will not affect the rights or obligations of any of
the Parties on or with respect to the Bond.

Section 405. Application of Payments. Payments received by the Purchaser with respect
to the redemption of all or any portion of the Bond will be applied first to the principal amount to
be redeemed and then to accrued interest, if any, on such principal amount. All other payments
received by the Purchaser with respect to the Bond will be applied first to accrued interest on and
then to the unpaid principal of the Bond. If such payments exceed accrued interest on and the
unpaid principal of the Bond, the Purchaser will pay such excess to the Company.

Section 406. Bond Registration. The Company will maintain a registration book
showing the name and address of the holder of the Bond. Upon the Company's receipt of notice
of the transfer of the Bond in accordance with its terms, together with other required
documentation, the Company will cause the registration book to reflect the name and address of
the transferee, unless a trustee for bondholders is appointed as provided in this Indenture, in
which event such trustee shall maintain such registration book.
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ARTICLE V - REDEMPTION

If the Company gives notice to the Issuer, the Depository and the Purchaser as provided
in Article IX of the Lease that the Bond will be redeemed in whole or in part, and the Company
pays principal of and accrued interest, if any, on all or such portion of the Bond, then all or such
portion of the Bond shall be deemed to have been redeemed by the Issuer on the date the
Company pays the redemption price in an amount equal to the principal amount to be redeemed
plus accrued interest, if any, on such principal amount to the redemption date. The Bond shall be
subject to mandatory redemption in whole if (i) a Default has occurred and is continuing and the
Purchaser declares all unpaid principal of and interest on the Bond immediately due and payable
as provided in Section 802 hereof or (ii) the Company notifies the Issuer,-the Purchaser and the
Depository that the NRC License will not be issued, whereupon any and all unpaid principal of
and interest on the Bond shall be immediately due and payable without further notice and the
Lease shall terminate subject to the provisions of the Lease with respect to early termination.

ARTICLE VI - THE ACQUISITION ACCOUNT

Section 601. Creation: Deposits. A special account is hereby created with the
Depository and designated "Lea County, New Mexico IRB (National Enrichment Facility
Project) Series 2004 Acquisition Account" (the "Acquisition Account"). Any moneys received
by the Depository on account of any advances of principal under Section 404 will be deposited in
the Acquisition Account. The moneys in the Acquisition Account will be held by the Depository
and will, subject to the provisions of Sections 605 and 606, be applied to the payment of Related
Costs and, pending such application, will be subject to a lien in favor of the Purchaser.

Section 602. Disbursements. The Depository will make payments of Related Costs from
the.Acquisition Account, but only upon receipt of a requisition and certificate in the form of
Exhibit B attached hereto signed by an Authorized Company Representative, stating to whom the
payment is to be made, the general purpose for which the obligation to be paid was incurred, and
that:

(a) obligations in the stated amounts were incurred for Related Costs and are due
and payable (or, if the Company is indicated as the payee, were duly paid by the Company) and
that each item is a proper charge against the Acquisition Account and has not been the subject of
a previous withdrawal from the Acquisition Account;

(b) to the best knowledge of such Authorized Company Representative, there has
not been filed with or served upon the Issuer or the Company notice of any lien, right or
attachment upon, or claim affecting the right of any such Persons to receive payment of, the
respective amounts stated in such requisition that has not been released or will not be released
simultaneously with the payment of such obligation; and

(c) with respect to any item for payment for labor or to contractors, builders or
materialmen, (i) the obligations stated have been properly incurred, (ii) to the best knowledge of
such Authorized Company Representative, such work was actually performed or such materials
or supplies were actually furnished or installed in or about the Project, and (ii;) to the best
knowledge of such Authorized Company Representative, either such materials or supplies are
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not subject to any lien or security interest or any such lien or security interest will be released or
discharged upon payment of the requisition.

Section 603. Depository May Rely on Requisitions. All requisitions and certificates
received by the Depository as conditions of payment from the Acquisition Account may be
conclusively relied upon by the Depository and will be retained by the Depository until the
Maturity Date, subject at all reasonable times to examination by the Issuer and other Parties and
their respective agents and representatives.

Section 604. Status Reports. Within 30 days after each December 31 occurring after the
issuance of the Bond and prior to the Completion Date, and within 30 days after the date of
disbursement of all remaining monies in the Acquisition Account, if such disbursement occurs
after the Completion Date, the Depository will prepare and send to the Company a written report
describing any and all moneys and investments on deposit in the Acquisition Account as of such
December 31 (if applicable), and all deposits into and disbursements from the Acquisition
Account, if any, during the twelve-month period ending on such December 31 or on the date of
such final disbursement, as applicable. The Depository will provide copies of all such reports to
the Issuer upon the Issuer's written request.

Section 605. Completion Date. Upon receipt of a certificate from the Company, in the
form of Exhibit C attached hereto, signed by an Authorized Company Representative,
establishing the Completion Date, the Depository will, to the extent moneys are available
therefor, set aside the moneys necessary for the payment of the Related Costs incurred by the
Company but not then due or payable as set forth in such certificate and then will transfer any
moneys remaining in the Acquisition Account to the Company for use in connection with the
Project or for payment of debt service on the Bond (but the Depository and the Issuer shall have
no duty to inquire into or otherwise monitor the Company's use of such moneys).
Notwithstanding anything to the contrary in this Section 605, all moneys, if any, in the
Acquisition Account on the Completion Date shall be paid to the Company for use in connection
with the Project or for payment of debt service on the Bond (but the Depository and the Issuer
shall have no duty to inquire into or otherwise monitor the Company's use of such moneys).

Section 606. Payment on Acceleration. If the Purchaser declares the unpaid principal of
and accrued interest on the Bond to be immediately due and payable pursuant to Section 802, the
Depository will promptly pay all moneys then held in the Acquisition Account to the Purchaser
and the Purchaser shall apply such moneys to the unpaid principal of and accrued interest on the
Bond.

Section 607. Investments. An Authorized Company Representative will direct the
Depository in writing to invest and reinvest moneys in the Acquisition Account in short-term
interest-bearing securities or funds or other investments which are at the time authorized under
the Act, including but not limited to money market funds maintained by the Depository. Such
investments will be deemed at all times to be a part of the Acquisition Account. Any interest
accruing on any such investment and any profit realized from such investment will be credited to
the Acquisition Account. Any loss resulting from any such investment will be charged to the
Acquisition Account. The Depository will use all reasonable efforts to sell af the best price
obtainable or present for redemption any such investment when necessary in order to provide
cash to meet any payment or transfer from the Acquisition Account. Neither the Depository nor
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the Issuer will be liable or responsible for any loss resulting from any such investment or for the
early termination thereof if such early termination is required for compliance with the terms of
this Indenture. The Depository may make any such investment through its own or its affiliated
bond or investment department, unless otherwise directed in writing by an Authorized Company
Representative.

ARTICLE VII - PARTICULAR COVENANTS AND PROVISIONS

Section 701. Extent of Covenants: Disclaimer of Liability. It is expressly made a
condition of this Indenture that any covenants, stipulations, obligations, representations or
agreements contained herein or contained in the Bond do not and will never give rise to a
personal or pecuniary liability or be a charge against the general credit or taxing powers of the
Issuer, and in the event of a breach of any such covenant, stipulation, obligation, representation
or agreement, no personal or pecuniary liability or charge payable by the Issuer directly-or
indirectly from the revenues of the Issuer other than the Revenues (but excluding Additional
Payments) will arise therefrom. NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING
THE ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON
OR REDEMPTION PRICE OF THE BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THE BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE. THE BOND WILL
NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE STATE
OR ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE ISSUER, OR A CHARGE
AGAINST THEIR GENERAL CREDIT OR TAXING POWERS. NONE OF THE
PROVISIONS OF THIS INDENTURE SHALL REQUIRE THE ISSUER TO EXPEND OR
RISK ITS OWN FUNDS OR TO OTHERWISE INCUR FINANCIAL LIABILITY IN THE
PERFORMANCE OF ANY OF ITS DUTIES OR IN THE EXERCISE OF ANY OF ITS
RIGHTS OR POWERS HEREUNDER UNLESS IT SHALL HAVE FIRST BEEN
ADEQUATELY INDEMNIFIED TO ITS SATISFACTION AGAINST THE COST, EXPENSE
AND LIABILITY WHICH MAY BE INCURRED THEREBY.

Section 702. Performance: Authority. The Issuer covenants that it will faithfully
perform all covenants and agreements of the Issuer contained in this Indenture and in the Bond.
The Issuer represents that it is duly authorized under the constitution and laws of the State of
New Mexico, including the Act, to issue the Bond, to execute and deliver this Indenture, and to
pledge the Revenues (but excluding amounts described in Subsection 5.3(b)(ii) of the Lease and
any amount for indemnification of the Issuer) described in this Indenture, and that it has taken all
actions required on its part for the issuance of the Bond, and for the execution and delivery of
this Indenture, the Bond Purchase Agreement and the Lease.

Section 703. Obligations Under the Lease. The Issuer: (i) will perform all of its
obligations under the Lease, (ii) will not execute or agree to a change, amendment or
modification of or supplement to the Lease except by a supplement or an amendment duly
executed by the Company with the written approval of the Purchaser, (iii) will not agree to any
abatement, reduction or diminution of the Basic Rent without the approval ofthe Purchaser, and
(iv) will not interfere with or otherwise hinder the Purchaser's efforts to exhaust or enforce all
legal remedies against the Company for payment of amounts owed under the Lease. The parties
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acknowledge that except for Issuer's remedies under Sections 8.3 and 8.4 of the Lease, the Issuer
shall not enforce the Lease unless specifically authorized in writing by the Purchaser. However,
any actions taken by the Issuer to enforce the Lease shall be at the expense of the Company.

ARTICLE VIII - DEFAULT AND REMEDIES

Section 801. Defaults. Each of the following events is a "Default":

(a) failure to pay any installment of principal of, interest on or redemption price
of the Bond when due and such failure continues for a period of five Business Days;

(b) an Event of Default under the Lease occurs and is continuing; or

(c) the Company fails to perform any covenant contained in this Indenture or the
other Bond Documents, other than as specified in subsections (a) and (b) above, and such failure
is not cured within 30 Business Days after receipt of notice of such failure from any other Party,
or, if such failure cannot reasonably be remedied within 30 Business Days, failure by the
Company to commence the remedy within such period and to pursue the same diligently to
completion.

Section 802. Acceleration. If a Default has occurred and is continuing, the Purchaser
may by notice to the other Parties declare the then unpaid principal of and all accrued interest on
the Bond to be immediately due and payable. Upon such declaration the same will be
immediately due and payable by the Company; provided, however, that the Purchaser, by written
notice to the other Parties, may annul such declaration and void its effect and waive any such
default if all reasonable charges and expenses of the Issuer and the Depository and their agents
and counsel shall have been paid or provided for.

Section 803.- Issuer and Depository Not Responsible. Neither the Issuer nor the
Depository has any responsibility to act on behalf of the Purchaser with respect to any Default.
Except as otherwise provided in the Lease, all rights and remedies arising from or related to any
Default are the rights and remedies of the Purchaser; provided that, upon request of the
Purchaser, the Issuer will cooperate with the Purchaser in the lawful enforcement of its rights and
remedies under the Bond Documents upon receipt of indemnity satisfactory to the Issuer against
any out-of-pocket cost, expense (including any counsel fees and expenses) or liability the Issuer
may incur or suffer as a result of or in connection with such cooperation, subject to the
provisions concerning the appointment of a trustee set forth in Article X.

ARTICLE IX - THE DEPOSITORY

Section 901. Acceptance of Duties. The Depository accepts the duties imposed on it by
this Indenture, but only on the following express terms and conditions:

(a) The Depository undertakes to perform such duties and only such duties as are
specifically set forth in this Indenture and no implied covenants or obligations will be read into
this Indenture against the Depository. Unless previously terminated by the C'ompany, the
Depository's duties hereunder shall continue, subject to the provisions of Subsection 904(d), until
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the occurrence of the Completion Date and the disbursement of all moneys remaining on deposit
in the Acquisition Account as provided in Section 605.

(b) In the absence of gross negligence or willful misconduct on its part, the
Depository may conclusively rely on certificates or notices furnished to the Depository and
conforming on their faces to the requirements of this Indenture or the Lease, as the case may be;
but if any such certificates or notices are specifically required to be furnished to the Depository
under this Indenture or the Lease, the Depository will examine the same to determine whether
they conform on their face to the requirements of this Indenture or the Lease, as the case may be.

(c) No provision of this Indenture will be construed to relieve the Depository
from liability for its own gross negligence or willful misconduct.

(d) The Depository may consult with counsel and other professionals and the
advice of such counsel and other professionals shall be full and complete authorization and
protection in respect of any action taken, suffered or omitted by the Depository hereunder in
good faith and in reliance thereon.

(e) The Depository shall be under no obligation to take any action or exercise any
right or power under this Indenture unless the Purchaser shall first have provided to the
Depository, its directors, officers, agents and employees, security or indemnity satisfactory to the
Depository against the reasonable costs (including without limitation reasonable fees of
attorneys), expenses and liabilities that might be incurred by the Depository in connection
therewith.

Section 902. Comnensation. The Company will pay to the Depository its reasonable fees
and charges and all of its reasonable expenses (including reasonable counsel fees and expenses)
as Additional Payments in accordance with the Lease; provided, however, that such fees, charges
and expenses may be more specifically determined by an agreement between the Depository, the
Company and the Purchaser.

Section 903. Qualification. The Depository must be an association or a corporation
organized and doing business under the laws of the United States of America or of any state, be
granted trust powers under such laws and be subject to supervision or examination by federal or
state banking authorities. If at any time the Depository ceases to be eligible in accordance with
the provisions of this Section 903, it will resign immediately in the manner and with the effect
specified in Section 904.

Section 904. Resination and Removal.

(a) No resignation or removal of the Depository and no appointment of a
successor Depository will become effective until the acceptance of appointment by the successor
Depository under Section 905. If a successor Depository does not take office within 90 days
after the retiring Depository resigns or is removed, the retiring Depository or the holder of the
Bond may petition any court of competent jurisdiction for the appointment of a successor
Depository.
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(b) The Depository may resign at any time by notice to the other Parties. If an
instrument of acceptance by a successor Depository has not been delivered to the retiring
Depository within 60 days after the giving of such notice of resignation, the retiring Depository
may petition any court of competent jurisdiction for the appointment of a successor Depository.

(c) The Depository may be removed at any time by the Company or the
Purchaser upon notice to the other Parties.

(d) The Depository will be automatically removed on the occurrence of the
Completion Date and the application of all moneys on deposit in the Acquisition Account as
provided in Section 605. No successor Depository shall thereafter be appointed and each
reference to the Depository in this Indenture and the Lease will thereafter be ineffective, except
that the Depository will continue to have the obligation to (1) retain records as provided in
Section 603 until the Maturity Date, and (2) if applicable, prepare and send a final report to the
Company as provided in Section 604.

(e) If the Depository resigns or is removed (except as provided in subsection (d)
of this Section 904), the Company will promptly appoint a successor Depository and give written
notice of such appointment to the Issuer, the Purchaser and the retiring or removed Depository.

Section 905. Successor Deipositorv.

(a) Every successor Depository appointed under this Indenture will execute,
acknowledge and deliver to its predecessor and the other Parties an instrument accepting such
appointment, and thereupon such successor Depository, without any further act, will become
fully vested with all the rights, and subject to all the obligations, of its predecessor; but such
predecessor will, nevertheless, on the request of its successor, the Issuer, the Company or the
Purchaser execute and deliver an instrument or instruments transferring to such successor
Depository all the rights of such predecessor under this Indenture. Every predecessor will
deliver all property and moneys held by it under this Indenture to its successor. The Issuer and
the Purchaser will execute, acknowledge and deliver any instrument reasonably required by any
successor Depository to more fully and certainly vest in such Depository the rights vested in the
predecessor Depository by this Indenture.

(b) Notwithstanding any of the foregoing provisions of this Article, any Person
qualified to act as Depository under this Indenture with or into which the Person acting as
Depository may be merged or consolidated, or to which the corporate trust assets and corporate
trust business of such Person may be sold, will automatically become the successor Depository.

ARTICLE X - SUPPLEMENTS AND AMENDMENTS TO INDENTURE

This Indenture may be supplemented or amended only by one or more instruments
executed by the Issuer, the Purchaser and the Depository and consented to in writing by the
Company. The Depository will execute any such proposed supplement or amendment on the
request of the Company or the Purchaser unless the Depository determines in good faith that its
rights or obligations under this Indenture would be materially adversely affecited by such
supplement or amendment. If the rights or obligations of the Depository would be materially and
adversely affected by such supplement or amendment, as determined in good faith by the
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Depository, the Depository will have no liability for its refusal to enter into such supplement or
amendment. Notwithstanding the generality of the foregoing, if the Purchaser gives notice to the
Issuer, the Depository and the Company of the Purchaser's desire to have a trustee appointed for
the benefit of the Purchaser, the Parties will cooperate in amending this Indenture to facilitate
such appointment. Nothing herein is intended to require the Issuer to act in a fiduciary capacity.
If the Purchaser transfers the Bond to a holder other than the parent or an affiliate of the
Company or the Purchaser, and if circumstances arise which would so require, the Issuer or the
Purchaser has the right to request that a trustee be appointed by and at the expense of the'
Company and the Parties will cooperate in amending this Indenture to facilitate the making of
such appointment and providing such other terms and provisions hereof as shall be reasonably
requested by the Issuer or the Purchaser in regard to such transaction.

ARTICLE XI - MISCELLANEOUS PROVISIONS

Section 1101. Notices. All notices and reports required under this Indenture shall be
deemed to be properly sent if in writing, signed by the Party or agent sending them, and (i)
delivered personally, (ii) sent by registered or certified mail, (iii) sent by a recognized overnight
express mail carrier, or (iv) sent by facsimile, if a copy is sent by one of methods (i), (ii) or (iii)
as soon as practicable thereafter, addressed to the Issuer, the Company, the Purchaser or the
Depository, as the case may be, at the following addresses, and such notices shall be effective on
the date of receipt thereof:

If to the Issuer:

with a copy to:

If to the Company:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager

'Phone: (505) 396-8601
Fax: (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, P.A.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter Franklin

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198
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with a copy to:

If to the Purchaser:

If to the Depository:

Rodey Law Firm
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax: (505) 768-7395

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198

Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 1102. Remedies. Except as otherwise provided in Section 14 of the Bond
Purchase Agreement, Section 11.3 of the Lease and Section 1112 of this Indenture, no right or
remedy conferred on any Party in any of the Bond Documents is intended to be exclusive of any
other right or remedy. Each such right or remedy is in addition to every other right or remedy
provided in any of the Bond Documents or by law. No delay or omission of any Party to
exercise any such right or remedy will impair any such right or remedy or be construed to be a
waiver. Every such right or remedy may be exercised from time to time and as often as the
relevant Party may deem expedient. No waiver by any Party of any right or remedy with respect
to any Default or Event of Default will extend to or affect any other existing or subsequent
Default or Event of Default.

Section 1103. Beneficiaries. Nothing expressed or implied in any of the Bond
Documents is intended or is to be construed to confer upon any Person other than the Parties
(and in the case of Section 6.3 of the Lease, the Indemnified Parties, and in the case of Section 6
of the Bond Purchase Agreement, the Indemnified Parties) any right, remedy or claim, legal or
equitable.

Section 1104. Severability. In the event any provisions of this Indenture or the Bond
shall be held invalid or unenforceable by any court of competent jurisdiction, such holding shall
not invalidate or render unenforceable any other provision of this Indenture or the Bond;
provided, however, that if enforcement of this Indenture or the Bond absent such invalid or
unenforceable provisions would destroy an essential purpose of the issuance of the Bond, then

13



this Indenture or the Bond shall be deemed modified to the extent necessary to make it valid or
enforceable consistent with the true intent hereof.

Section 1105. Obligations of Issuer Not Obligations of Officials Individually. All
obligations of the Issuer under the Bond Documents and the Bond will be deemed to be
obligations of the Issuer to the full extent permitted by the constitution and laws of the State. No
obligation under any of the Bond Documents or the Bond will be deemed to be an obligation of
any present or future officer (including, without limitation, any member of the Board of County
Commissioners) or employee of the Issuer in his or her individual capacity, and no officer of the
Issuer who executes the Bond will be personally liable on the Bond or be subject to any personal
liability or accountability by reason of the issuance of the Bond.

Section 1106. Payments Due on Days That Are Not Business Days. If the date for any
payment called for under any of the Bond Documents or the Bond is not a Business Day, then
such payment will be made on the next Business Day and no interest on such payment will
accrue for the period from such scheduled payment date to and including such next Business
Day.

Section 1107. Execution in Counterparts. This Indenture may be executed in multiple
counterparts, all of which taken together will constitute one instrument. Any Party may execute
this Indenture by executing any such counterpart of this Indenture.

Section 1108. Amendments. This Indenture may be amended only by one or more
instruments executed by the Issuer, the Depository and the Purchaser, and consented to in writing
by the Company. The Issuer shall amend this Indenture as requested by the Company or a lender
or other entity providing all or any part of the Project Financing (as defined in the Lease),
provided any such amendment is not inconsistent with the Bond Ordinance.

Section 1109. Applicable Law. The validity, construction and effect of each of the Bond
Documents will be governed by the law of the State applicable to agreements made and to be
performed in the State, without regard or effect given to conflict of laws rules that would require
the application of the laws of any other jurisdiction.

Section 1110. Survival. The provisions of Sections 901 and 902 of this Indenture shall
survive payment of the Bond and the expiration or earlier termination of this Indenture.

Section 1111. Non-Merger. The provisions of this Indenture shall survive the
conveyance of the Project Property to the Issuer, the reconveyance of the Project Property to the
Company and all other performances hereunder, and shall not be deemed merged in any deed or
other instrument or document delivered hereunder.

Section 11 12. Limitation of Liability of Issuer. No agreements or provisions contained
in any Bond Document or any agreement, covenant or undertaking by the Issuer contained in any
document executed by the Issuer in connection with the Project Property or any property of the
Company financed, directly or indirectly, out of Bond proceeds or the issuance, sale and delivery
of the Bond will give rise to any pecuniary liability of the Issuer, its officers or members of its
governing body or constitute a charge against the Issuer's general credit, or obligate the Issuer
financially in any way, except with respect to the funds or property available under the Lease or
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the Indenture and pledged to the payment of the Bond, and their application as provided under
this Indenture. No failure of the Issuer to comply with any terms, covenants or agreements in
any Bond Document or in any document executed by the Issuer in connection with the Bond will
subject the Issuer, its officers and members of its governing body to any pecuniary charge or
liability except to the extent that the same can be paid or recovered from the Basic Rent.
Without limiting the requirement to perform its duties or exercise its rights and powers under the
Bond Documents upon receipt of appropriate indemnity or payment, none of the provisions of
any Bond Document will require the Issuer to expend or risk its own funds or otherwise to incur
financial liability in the performance of any of its duties or in the exercise of any of its rights or
powers under any Bond Document. Nothing in any Bond Document will preclude a proper party
in interest from seeking and obtaining, to the extent permitted by law, specific performance
against the Issuer for any failure to comply with any term, condition, covenant or agreement in
the Bond Documents, provided, that no costs, expenses or other monetary relief will be
recoverable from the Issuer except as may be payable from the funds or property available under
the Lease or the Indenture and pledged to the payment of the Bond, and their application as
provided under this Indenture.

Section 1113. Title: Headings. The title and headings of the articles, sections and
subdivisions of this Indenture have been used for convenience only and will not modify or
restrict any of the terms or provisions of this Indenture.

Section 1114. Binding Effect. This Indenture shall inure to the benefit of and shall be
binding upon the Issuer, the Purchaser, the Depository, and their respective successors and
assigns.

Section 1115. Recording. The Lease, this Indenture and every assignment and
modification hereof, or an appropriate and sufficient memorandum thereof, shall be recorded in
the office of the County Clerk of Lea County, New Mexico. The Lease as originally executed or
an appropriate and sufficient memorandum thereof shall be so recorded before the recordation of
this Indenture. The recording of any document under this Section 11 15, and the filing of any
financing statement (including amendments, continuation statements and terminations)
pertaining to the Lease, this Indenture or the Bond, if deemed necessary, unless waived by the
Purchaser, shall be the responsibility of the Company. The Purchaser may record or file any
document if the Company refuses or fails to do so.

Section 11 16. No Waiver. No waiver of any breach of any covenant or agreement
contained herein shall operate as a waiver of any subsequent breach of the same covenant or
agreement, and in case of a breach by any party of any covenant, agreement or undertaking, the
non-defaulting parties may nevertheless accept from the party in breach any payment or
payments or performance hereunder without in any way waiving its right to exercise any of its
rights and remedies provided for herein or otherwise with respect to any such default or defaults
which were in existence at the time such payment or payments or performance were accepted by
it.

Section 1117. No Violation of Public Policies Regarding Indemnitt. Notwithstanding
any other term or condition of this Indenture, to the extent, if at all, that Section 56-7-1 NMSA
1978, as amended, is applicable to any agreement to indemnify, hold harmless, insure, or defend
another party contained herein or in any related documents, such agreement will not extend to
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liability, claims, damages, losses or expenses, including attorneys' fees, arising out of bodily
injury to persons or damage to property caused by or resulting from, in whole or in part, the
negligent act or omission of any indemnitee, its officers, employees or agents.
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IN WITNESS WHEREOF, the Parties have executed this Indenture the date set forth
above.

ISSUER:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners

By:

Name: Harry Teague

Its: Chairman of the Board of County
Commissioners

PURCHASER:

NEF SERIES 2004, LLC

By: ____

Name: E. James Ferland

Its: President and Chief Executive Officer

DEPOSITORY:

BANK OF ALBUQUERQUE, N.A. f

By: \ l A/

Name: Helene Cobos-Chenier

Its: Vice President and Trust Officer
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State of New Mexico )

County of s.

The foregoing instrument was acknowledged before me on JanuaryrV , 2004, by Harry
Teague, as Chairman of the Board of County Commissioners of Lea County, New Mexico, a
governmental subdivision of the State of New Mexico.

Notary Public

My commission expires: / cz7

State of New Mexico )
) ss.

County of )

The foregoing instrument was acknowledged before me on January,, , 2004, by E.
James Ferland, as President and Chief Executive Officer of NEF Series 2004, LLC, a Delaware
limited liability'company.

'Notary' Public

My commission expires:

State of New Mexico
)ss.

County of & w4rtdido )

This instrument was acknowledged before me on January c;? , 2004, by Helene Cobos-
Chenier, as Vice President and Trust Officer of Bank of Albuquerque, N.A.

t.Y\CLeap t/&/E
Notary Public

My commission expires: o c2 0O6
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EXHIBIT A

THIS BOND HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED, OR UNDER ANY STATE SECURITIES LAW AND
IS TRANSFERABLE ONLY UPON COMPLIANCE WITH THE INDENTURE

AND PROVISIONS OF FEDERAL AND STATE SECURITIES LAWS
APPLICABLE TO THE TRANSFER AT THE TIME OF THE TRANSFER

No. R-I Up to $1,800,000,000

United States of America
State of New Mexico

Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

MATURITY DATE ISSUE DATE

January __, 2034 January , 2004

LEA COUNTY, NEW MEXICO, a governmental subdivision of the State of New
Mexico, duly organized and existing under the constitution and laws of the State of New Mexico
(the "Issuer"), for value received, promises to pay, solely from the source described below, to
NEF Series 2004, LLC, a Delaware limited liability company (together with its successors and
assigns, and permitted transferees, the "Purchaser"), on the Maturity Date, One Billion Eight
Hundred Million Dollars (subject to prior optional or mandatory redemption as described below)
or so much of such amount as has been advanced by the Purchaser and is outstanding and
interest thereon as hereinafter provided. Amounts advanced with respect to this Bond shall bear
interest from the dates such advances are made at 5% per annum. Interest on this Bond will be
computed on the basis of a 360-day year consisting of twelve 30-day months and the obligation
to pay interest shall continue until payment in full of the principal amount thereof. Advances
made with respect to this Bond shall be subject to the terms and conditions set forth in the Bond
Purchase Agreement and the Indenture (as those instruments are identified below). Interest on
principal amounts outstanding under this Bond shall be payable on each anniversary of the Issue
Date commencing January _, 2005 until and including the Maturity Date (each an "Interest
Payment Date"). The entire principal amount of this Bond shall be payable in one payment on
the Maturity Date. Payment of the principal of and interest due on the Maturity Date will be
made upon presentation and surrender of this Bond for cancellation at the principal offices of the
Company (as defined below). This Bond is subject to prior redemption at the times and at the
redemption prices specified in the Indenture.

This Bond was duly authorized and is issued under and pursuant to the constitution and
laws of the State of New Mexico, particularly Chapter 4, Article 59 NMSA I 978, as amended
(the "Act"), and under and pursuant to Ordinance No. 58, duly adopted by the Issuer. This Bond
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has been issued by the Issuer in connection with an industrial revenue bond project pursuant to
the Act as described below.

The principal of, interest on and redemption price of this Bond are payable by the Issuer
solely from the proceeds of the Bond and certain revenues derived by the Issuer from the leasing
and sale of a commercial project under and pursuant to a Lease and Purchase Agreement dated
the Issue Date (the "Lease") between the Issuer and Louisiana Energy Services, L.P., a Delaware
limited partnership (the "Company"), which Lease pertains to the acquisition, construction and
installation of a facility that will enrich uranium to be used to generate electricity as a service to
the nuclear power plant industry, to be located in Lea County, New Mexico and not within the
boundaries of any incorporated municipality within Lea County (the "Project"), and which
proceeds and revenues have been pledged and assigned by the Issuer to the Purchaser under an
Indenture dated the Issue Date (together with any amendments and supplements, the "Indenture")
among the Issuer, the Purchaser and Bank of Albuquerque, N.A. as depository (the
"Depository").

Reference is made to the Indenture, the Lease, and the Bond Purchase Agreement (as
defined in the Indenture) for the provisions, among others, with respect to the custody and
application of the proceeds of the sale of this Bond, the collection and disposition of income and
other revenues, restrictions on transfer of this Bond, a description of the revenues pledged and
assigned to the payment of the principal of, interest on and redemption price of this Bond, the
nature and extent of the security for this Bond, the terms and conditions under which this Bond is
issued and amounts to be advanced with respect to this Bond by the Purchaser, and the rights,
duties and obligations of the Issuer, the Company, the Purchaser and the Depository. By
accepting this Bond, the holder accepts and undertakes to perform all of the obligations of the
Purchaser.

This Bond is a special limited obligation of the Issuer payable by the Issuer solely from
funds or property available under the Lease and the Indenture that have been pledged and
assigned to the Purchaser to secure payment hereof.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE
OF NEW MEXICO OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE
ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR
REDEMPTION PRICE OF THIS BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THIS BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE OF NEW MEXICO.
THIS BOND WILL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY
LIABILITY OF THE STATE OF NEW MEXICO OR ANY OF ITS POLITICAL
SUBDIVISIONS, INCLUDING THE ISSUER, OR A CHARGE AGAINST THEIR GENERAL
CREDIT OR TAXING POWERS.

This Bond may be called for redemption, as provided in the Indenture, at the option of the
Company in whole or in part on any date selected by the Company, at a redemption price equal
to the principal amount to be redeemed plus interest accrued on such principal amount to the
redemption date.
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If a Default (as defined in the Indenture) occurs, the Bond shall be subject to mandatory
redemption if the Purchaser declares all unpaid principal of and interest on the Bond to be
immediately due and payable as provided in the Indenture. Neither the Issuer nor the Depository
has any responsibility to act on behalf of the Purchaser with respect to any Default. The Bond
also shall be subject to mandatory redemption upon notification by the Company that the NRC
License (as defined in the Lease) will not be issued in connection with the Project.

The Purchaser is authorized to endorse on Schedule A attached hereto and made a part of
this Bond, the date and amount of each advance by the Purchaser pursuant to Section 404 of the
Indenture and each principal payment on and redemption in part of this Bond and the resulting
principal amount. Failure to make any such endorsement or any error in such endorsement will
not affect the rights or obligations of the Issuer, the Company or the Purchaser.

This Bond may be transferred in whole but not in part.

All acts, conditions and things required to happen, exist and be performed precedent to
and in the issuance of this Bond and the execution of the Indenture have happened, exist and
have been performed as so required.

The validity, construction and performance of this Bond are governed by the law of New
Mexico applicable to agreements made and to be performed in New Mexico.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed by its Chairman
of the Board of County Commissioners or Vice Chairman of the Board of County
Commissioners and its seal to be affixed hereto and attested by its County Clerk or a Deputy
County Clerk.

LEA COUNTY, NEW MEXICO

By:
Its: Chairman of the Board of County

Commissioners

(S EA L)

Attest:

Its: County Clerk
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SCHEDULE A TO BOND

AMOUNT OF
PRINCIPAL RESULTING

AMOUNT OF PAYMENT OF PRINCIPAL NOTATION
DATE ADVANCE REDEMPTION AMOUNT MADE BY
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EXHIBIT B

REQUISITION AND CERTIFICATE

To: Bank of Albuquerque, N.A., as Depository

The undersigned, pursuant to the Indenture dated January 22, 2004 (the "Indenture"),
among Lea County, New Mexico (the "Issuer"), NEF Series 2004, LLC, a Delaware limited
liability company, as Purchaser, and Bank of Albuquerque, N.A., as Depository, requests on
behalf of Louisiana Energy Services, L.P., a Delaware limited partnership (the "Company"), the
disbursement of $ from the Acquisition Account (as defined the
Indenture) to pay the following costs and expenses related to acquisition, construction or
installation of the Project Property (as defined in the Indenture) or to the issuance of the Bond (as
defined in the Indenture):

General
Classification

Amount of Expenditure Payee

$

Total: $

The undersigned certifies that:

(i) obligations in the stated amounts were incurred for Related Costs (as defined in the
Indenture) and are due and payable (or, if the Company is indicated as the payee, were duly paid
in advance by the Company) and that each item is a proper charge against the Acquisition
Account and has not been the subject of a previous withdrawal from the Acquisition Account;

(ii) to the best knowledge of the undersigned there has not been filed with or served upon
the Issuer or the Company notice of any lien, right or attachment upon, or claim affecting the
right of any such payee to receive payment of, the respective amounts stated in such requisition
which has not been released or will not be released simultaneously with the payment of such
obligation; and

(iii) with respect to any item for payment for labor or to contractors, builders or
materialmen, (i) the obligations stated have been properly incurred, (ii) to the best knowledge of
the undersigned, such work was actually performed or such materials or supplies were actually
furnished or installed in or about the Project (as defined in the Indenture) as part of the Project,
and (iii) to the best knowledge of the undersigned, either such materials or supplies are not
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subject to any lien or security interest or any such lien or security interest will be released or
discharged upon payment of this requisition.

DATED:

Name:
Title:
Authorized Company Representative
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EXHIBIT C

COMPLETION CERTIFICATE

The undersigned Authorized Company Representative, pursuant to Section 605 of
the Indenture dated January 22, 2004, among Lea County, New Mexico (the "Issuer"), Bank of
Albuquerque, N.A., as Depository, and NEF Series 2004, LLC, a Delaware limited liability
company, as Purchaser (the "Indenture"), states that, except for specified amounts remaining in
the Acquisition Account for any Related Costs shown below incurred by the Company but not
now due and payable, the Project is complete and all costs of labor, services, materials and
supplies in connection with the Project Property have been paid or provisions have been made
for their payment. After the transfer of remaining moneys in the Indenture, the Company will
have sole responsibility for the payment of any Related Cost in excess of the amount specified to
be retained in the Acquisition Account. Capitalized terms used in this certificate shall have the
meanings assigned thereto in the Indenture.

Related Costs Not Yet Due and Payable

Amount For

$_

$_

$

DATED:

Name:
Title:
Authorized Company Representative
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BOND PURCHASE AGREEMENT

NEF SERIES 2004, LLC, a Delaware limited liability company (together with its
successors, assigns and transferees, the "Purchaser"), LEA COUNTY, NEW MEXICO, a
political subdivision of the State of New Mexico acting through its Board of County
Commissioners (the "Issuer"), and LOUISIANA ENERGY SERVICES, L.P., a Delaware
limited partnership that is registered to transact business in New Mexico (the "Company") agree:

Section 1. Recitals. The Issuer, the Purchaser and Bank of Albuquerque, N.A. a national
banking association, as Depository (the "Depository"), have entered into an Indenture dated the
Closing Date indicated below (the "Indenture"). Capitalized terms that are not otherwise defined
herein shall have the meanings given to such terms as set forth in the Indenture and the Lease (as
that term is defined in the Indenture). Pursuant to the Indenture, the Issuer will issue its
Industrial Revenue Bond (National Enrichment Facility Project) Series 2004 in the maximum
principal amount of$1,800,000,000 (the "Bond"). Proceeds of the Bond will be used by the
Company to acquire the Project Site or the right to use and occupy the Project Site and to
construct and install the Improvements in connection with the establishment of a uranium
enrichment facility. The term "Project" as used herein shall have the meaning set forth in the
Lease.

Section 2. Purchase and Delivery. On the basis of the representations and covenants
contained in this Bond Purchase Agreement (this "Bond Purchase Agreement") and subject to
the terms and conditions contained in this Bond Purchase Agreement, the Indenture and the
Lease, the Purchaser agrees to purchase the Bond from the Issuer and the Issuer agrees to sell the
Bond to the Purchaser. As consideration for the sale of the Bond, the Purchaser agrees to pay the
purchase price of the Bond in an amount up to the maximum principal amount of $1,800,000,000
at the time of delivery thereof or based on advances of lesser amounts at the times and under the
conditions specified in Section 404 of the Indenture. The Issuer will deliver the Bond to the
Purchaser, on or before 5:00 p.m., Albuquerque Time, on January 22, 2004, or at such other time
not later than five business days thereafter as the Purchaser and the Issuer may agree (the
"Closing Date").

Section 3. Issuer Representations. The Issuer represents that, as of the date of this Bond
Purchase Agreement:

(a) Each of the representations of the Issuer in the Lease and this Bond
Purchase Agreement (collectively, the "Company Documents") is true and correct as if made on
and as of the date of this Bond Purchase Agreement.

(b) Pursuant to Ordinance No. 58, duly adopted by the Board of County
Commissioners of the Issuer on December 16, 2003 (the "Bond Ordinance"), the Issuer has duly
authorized and approved (i) the execution and delivery by the Issuer of the Bond Documents and
the performance by the Issuer of its obligations under the Bond Documents, and (ii) the issuance,
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execution and delivery of the Bond. The Bond Ordinance is ini full force and effect and has not
been amended, modified, repealed or rescinded.

(c) The Issuer is not aware of any act, condition or thing required on the part of
the Issuer by the Constitution and laws of the State to happen, exist or be performed precedent to
and for the execution and delivery of this Bond Purchase Agreement and the issuance of the
Bond, which has not happened, does not exist or has not been performed.

Section 4. Company Representations. The Company represents that, as of the date of
this Bond Purchase Agreement:

(a) The Company is a limited partnership organized and validly existing under
the laws of the State of Delaware, is registered to conduct business as a foreign limited
partnership in the State, is in good standing under the laws of the State, and has or will obtain at
the necessary time, all licenses and permits required to lease and operate the Project. Except as
described in Schedule I attached to the Lease, the Company has not received any notice of an
alleged violation and is not in violation of any zoning, land use, Environmental Law or other
similar law or regulation applicable to the property subject to the Lease. The Company has full
right, power and authority to approve, enter into, deliver and/or perform its obligations under the
Bond Documents and to perform such other acts and things as are provided herein and therein for
it to perform.

(b) The approval by the Company of the Bond Documents and the execution,
delivery and performance of its obligations under the Company Documents, compliance by the
Company with the provisions hereof and of any and all of the foregoing documents, the
application by the Company of the proceeds of the sale of the Bond for the purposes described in
the Indenture, and the consummation of the transactions contemplated herein do not and will not
conflict with or result in the breach of any of the terms, conditions or provisions of, or constitute
a default under, the certificate of limited partnership and any amendments thereto or the limited
partnership agreement and any amendments thereto or restatements thereof of the Company or
any agreement, indenture, mortgage, lease or instrument to which the Company is a party or by
which the Company or any of its property is or may be bound or any existing law or court or
administrative regulation, decree or order which is applicable to the Company or any of its
property, and do not and will not result in the creation or imposition of any lien of any nature
upon any of the Project Property, except for Permitted Liens (as defined in the Lease).

(c) To the best of its knowledge, no "Default", "Event of Default" or event which,
with notice or lapse of time or both, would constitute a "Default" or an "Event of Default" under
the Bond Documents has occurred and is continuing.

(d) The Company has duly authorized all necessary action to be taken by it for
(i) the issuance and delivery of the Bond by the Issuer upon the terms and conditions and for the
uses set forth or described herein and in the Indenture; (ii) the approval of the Bond and the Bond
Documents; and (iii) the execution, delivery or receipt of and the performance as applicable, of
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its obligations under the B6nd Documents and any and all such other agreements and documents
as may be required to be executed, delivered or received by the Company in order to carry out,
effectuate and consummate the transactions contemplated herein and therein.

(e) The Company will not take or omit to take any action which will in any way
cause or result in the proceeds of the sale of the Bond being applied in a manner other than as
provided in the Indenture and the Lease.

(f) Except as described in Schedule I attached to the Lease, there is no action,
suit, proceeding at law or in equity before or by any court, public board or body pending or, to
the best of the knowledge of the Company, threatened, against or affecting the Company or its
property wherein an unfavorable decision, ruling or finding would have a material adverse effect
on (i) the transactions contemplated in this Bond Purchase Agreement, (ii) the validity or
enforceability in accordance with their respective terms of the Bond Documents, (iii) the
financial condition of the Company or the operation by the Company of its property, or (iv) the
legal existence of the Company or the titles of its officers to their respective offices.

(g) On or before the date of the sale and delivery of the Bond, the Company will
approve or execute and deliver the Company Documents. When executed and delivered, this
Bond Purchase Agreement and the Lease will be the legal, valid and binding obligations of the
Company enforceable against the Company in accordance with their respective terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting creditors' rights generally and general principles of equity.

(h) All Licensing Approvals (as defined in the Lease) required to date in
connection with the Project, if any, have been obtained, and all Licensing Approvals required for
the construction, operation and decommissioning of the Project will be obtained in due course,
and in time for the Company to satisfy or cause to be satisfied all construction and other
performance obligations with respect thereto.

(i) All liens, encumbrances, covenants, conditions and restrictions, if any,
affecting the Project including the liens created by the Lease and the Indenture, are Permitted
Liens, and will not materially adversely affect the value of, or materially interfere with or
materially impair the operation of, the property currently affected thereby for the purpose for
which it was acquired or is held by the Company.

(j) Any certificate signed by an authorized officer of the Company delivered to
the Issuer or to the Purchaser in connection with the issuance of the Bond will be deemed a
representation and warranty by the Company to the Issuer and the Purchaser as to the statements
made therein.

Section 5. Purchaser Representations. The Purchaser represents and acknowledges that,
as of the date of this Bond Purchase Agreement:
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(a) The Purchaser is a limited liability company, organized and validly existing
under the laws of Delaware and in good standing under the laws of the State of Delaware, is
related to or affiliated with the Company, and has duly authorized the execution, delivery and
performance of this Bond Purchase Agreement.

(b) The Purchaser is purchasing the Bond for its own account for investment and
with no present intention of distributing or reselling the Bond or any interest in the Bond other
than possibly to an entity that is related to or affiliated with the Purchaser, but without prejudice,
however, to its right at all times to sell or otherwise dispose of all or any part of the Bond in
compliance with the Securities Act of 1933, as amended, the regulations promulgated thereunder
and applicable state securities laws and regulations upon receipt of appropriate investor
representations and in accordance with the applicable terms of the Indenture and the Bond.

(c) The Purchaser understands that the Bond is a special limited, and not a
general, obligation of the Issuer, and is payable solely from the funds or property available under
the Lease and the Indenture and pledged to the payment of the Bond. It understands that the
Bond is not secured by any obligation or pledge of any monies received or to be received from
taxation or from the State or any political subdivision or taxing district thereof (including,
without implied limitation, the Issuer), and that the Bond will never represent or constitute a
general obligation, debt or bonded indebtedness of the Issuer, the State, or any political
subdivision thereof, and that no right will exist to have taxes levied by the Issuer, the State, or
any political subdivision thereof, for the payment of principal of, premium, if any, and interest
on the Bond. The Purchaser understands that the payment of the Bond depends upon the general
credit of the Company, and upon the security granted in the Indenture for the Company's
obligations under the Lease.

(d) The Purchaser has received copies of financial statements of the Company,
has been afforded the opportunity to discuss the business, assets and financial position of the
Company with the officers, employees and auditors of the Company, has had access to and has
undertaken to collect and investigate for itself information the Purchaser considers material or
potentially material to its investment in the Bond, and has received such information concerning
the Company and its business, assets and financial position, and the Project (as defined in the
Lease) as it deems necessary in making its decision to purchase the Bond.

(e) The Purchaser is duly and legally authorized to purchase the Bond, has such
knowledge and experience in financial and business matters, including matters involving
investments such as the Bond, that it is capable of evaluating the merits and risks of its purchase
of the Bond, is aware of the intended use of proceeds of the Bond, and understands that interest
on the Bond is not excludable from gross income for federal income tax purposes.

(f) The Purchaser understands that the Issuer, its officials, employees, counsel,
agents and consultants have not undertaken to furnish any information with respect to the
Company or to ascertain the accuracy of any information furnished to the Purchaser with respect
to the Company, and the Purchaser has not requested or received any representations from the
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Issuer with respect to any such information or its accuracy or completeness. The Purchaser
waives any requirement of due diligence in investigation or inquiry on the part of the Issuer, its
officials, employees, counsel, agents and consultants and all claims, actions or causes of action
which the Purchaser may have from and after the date hereof against the Issuer, its officials,
employees, counsel, agents and consultants growing out of any such action which any of the
foregoing took, or could have taken, in connection with the authorization, execution, delivery,
sale or resale of the Bond to or by the Purchaser or in connection with any statement or
representation which induced the Purchaser to purchase the Bond.

(g) The Purchaser has received and reviewed copies in draft and final form of the
Bond Documents and the Bond Ordinance.

(h) This Bond Purchase Agreement constitutes the legal, valid and binding
obligation of the Purchaser, enforceable against the Purchaser in accordance with its terms,
except as enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or
other similar laws affecting creditors' rights generally and general principles of equity.

(i) The Purchaser has been informed by the Company and agrees that the
Indenture has not been qualified under the Trust Indenture Act of 1939, and that the Bond (i) is
not being registered or otherwise qualified for sale under (a) the Securities Act of 1933, as
amended, or (b) the "Blue Sky" or securities laws and regulations of any state, (ii) will not be
listed on any stock or other securities exchange, (iii) will not carry a rating from any rating
service and (iv) will not be readily marketable. The Purchaser has been informed by the
Company and agrees that a legend will be placed on the Bond certificate or any other documents
evidencing ownership of the Bond to the effect that it has not been registered under the Securities
Act of 1933, as amended, or the applicable state "Blue Sky" or securities laws and that it may
only be transferred, pledged or hypothecated in compliance with the terms of the Indenture and
the Bond.

(i) The Purchaser acknowledges that its purchase of the Bond constitutes a
transaction in a bond secured by the Indenture which is, among other things, a personal property
security agreement, pursuant to which the Bond is offered and sold as a unit.

(k) The execution, delivery and performance of this Bond Purchase Agreement
by the Purchaser will not constitute a default under any other agreement by which the Purchaser
is bound.

Section 6. Indemnification.

(a) The Company agrees to indemnify, defend and hold harmless the Issuer
and all officials, members of the Board of County Commissioners, officers, employees and
agents of the Issuer and each person, if any, who has the power to direct or cause the direction of
the management and policies of the Issuer (together with the Issuer, the "Indemnified Parties"
and each singularly an "Indemnified Party") against any and all losses, claims, damages,
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liabilities, joint or several, or any expenses related thereto whatsoever arising out of or in
connection with or caused by any pledge, offering, sale or resale of the Bond in violation of any
federal or state securities laws or by an untrue statement or misleading statement or alleged
untrue statement or alleged misleading statement of a material fact made to any person or caused
by an omission or alleged omission of any material fact in connection with the Bond or the
pledge, sale, resale or delivery thereof to the extent that such violation or untrue or misleading
statement or omission or alleged or misleading statement or omission was made or caused by the
Company, except to the extent such indemnity shall be violative of public policy.

(b) In case a claim shall be made or any action shall be brought against one or
more of the Indemnified Parties based upon the matters described in Subsection 6(a) above and
in respect of which indemnity is sought against the Company pursuant to Subsection 6(a) above,
the Indemnified Party or Indemnified Parties seeking indemnity shall, within ten days of being
notified of an action against it, notify the Company, in writing, and the Company shall promptly
assume or cause the assumption of the defense thereof, including the employment of counsel
chosen by the Company and approved in writing by the Issuer (provided that such approval by
the Issuer shall not be unreasonably withheld), the payment of the reasonable expenses of such
counsel, and the right of the Issuer to participate in negotiations and to consent to settlement. If
any Indemnified Party is advised in a written opinion of independent counsel (i) that there may
be legal defenses available to such Indemnified Party which are adverse to or in conflict with
those available to the Company, or (ii) that the defense of such Indemnified Party should be
handled by separate counsel, the Company shall not have the right to assume or cause the
assumption of the defense of such Indemnified Party, and the Company shall be responsible for
the reasonable fees and expenses of counsel retained by such Indemnified Party, provided such
counsel is approved in writing by the Company, in assuming its own defense. If the Company
shall have failed to assume or cause the assumption of the defense of such action or to retain
counsel reasonably satisfactory to the Issuer within a reasonable time after notice of the
commencement of such action, the reasonable fees and expenses of counsel retained by the
Indemnified Party shall be paid by the Company. Notwithstanding, and in addition to, any of the
foregoing, any one or more of the Indemnified Parties shall have the right to employ separate
counsel with respect to any such claim or in any such action and to participate in the defense
thereof, but the fees and expenses of such counsel shall be paid by such Indemnified Party or
Indemnified Parties unless the employment of such counsel has been specifically authorized in
writing by the Company. The Company shall not be liable for any settlement of any such action
effected without the written consent of the Company, but if settled with the written consent of
the Company, or if there is a final judgment for the plaintiff in any such action with or without
consent, and after all appeals have been taken and final orders or dismissals entered, the
Company agrees to indemnify and hold harmless the Indemnified Parties from and against any
loss or liability by reason of such settlement or judgment.

(c) The Purchaser agrees to indemnify and hold harmless the Indemnified
Parties from and against any and all losses, claims, damages, liabilities or expenses related
thereto arising out of or caused by any offering or resale of the Bond by the Purchaser in
violation of any federal or state securities laws or by an untrue statement or misleading statement

6
I:dbm\14275\43882\bond purchase agreement-12.16.03-final-v6.doc



or alleged untrue statement or lleged misleading statement of a material fact made to any person
or caused by an omission or alleged omission of any material fact in connection with the Bond or
the sale, resale or delivery thereof to the extent that such violation or untrue or misleading
statement or omission or alleged or misleading statement or omission was made or caused by the
Purchaser, except to the extent such indemnity shall be violative of public policy.

(d) In case any claim shall be made or any action shall be brought against one
or more of the Indemnified Parties based upon the matter described in Subsection 6(c) above and
in respect of which indemnity is sought against the Purchaser pursuant to Subsection 6(c) above,
the Indemnified Party or Indemnified Parties seeking indemnity shall within ten days of being
notified of an action against it, notify the Purchaser in writing, and the Purchaser shall promptly
assume or cause the assumption of the defense thereof, including the employment of counsel
chosen by the Purchaser, reasonably satisfactory to the Issuer, the payment of all reasonable fees
and expenses and the right to negotiate and consent to settlement. If any Indemnified Party is
advised in an opinion of independent counsel (i) that there may be legal defenses available to
such Indemnified Party which are adverse to or in conflict with those available to the Purchaser,
or (ii) that the defense of such Indemnified Party should be handled by separate counsel, the
Purchaser shall not have the right to assume the defense of such Indemnified Party, but shall be
responsible for the reasonable fees and expenses of counsel retained by such Indemnified Party,
provided such counsel is approved in writing by the Purchaser, in assuming its own defense. If
the Purchaser shall have failed to assume or cause the assumption of the defense of such action
or to retain counsel reasonably satisfactory to the Issuer within a reasonable time after written
notice of the commencement of such action, the reasonable fees and expenses of counsel retained
by the Indemnified Party shall be paid by the Purchaser. Notwithstanding, and in addition to,
any of the foregoing, any one or more of the Indemnified Parties shall have the right to employ
separate counsel in any such action and to participate in the defense thereof, but the fees and
expenses of such counsel shall be at the expense of such Indemnified Party or Parties unless the
employment of such counsel has been specifically authorized in writing by the Purchaser. The
Purchaser shall not be liable for any settlement of any such action effected without its written
consent, but if settled with the written consent of the Purchaser or if there is a final judgment for
the plaintiff in any such action, with or without consent, and after all appeals have been taken
and final orders or dismissals entered, the Purchaser agrees to indemnify and hold harmless the
Indemnified Parties from and against any loss or liability by reason of such settlement or
judgment.

Section 7. Conditions. The obligation of the Purchaser to purchase the Bond and the
obligation of the Issuer to sell the Bond are subject to satisfaction of the following conditions
precedent:

(a) The representations of the Issuer, the Company and the Purchaser in this
Bond Purchase Agreement, the Lease and the Indenture, as applicable, will be true and correct on
and as of the Closing Date as if made on and as of the Closing Date.
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(b) As of the Closing Date, no Default (as defined in the Indenture) or Event
of Default (as defined in the Lease) will have occurred and be continuing, and no event will have
occurred and be continuing which, with the lapse of time or the giving of notice or both, would
constitute a Default or Event of Default.

(c) On or before the Closing Date, all actions required to be taken as of the
Closing Date in connection with the Bond, the Bond Ordinance and the Bond Documents by the
Issuer and the Company as of the Closing Date will have been taken, and the Issuer and the
Company will each have performed and complied with all agreements, covenants and conditions
required to be performed or complied with by the Bond Ordinance and the Bond Documents (to
which the Issuer and the Company are parties) as of the Closing Date.

(d) The Indenture will have been duly executed and delivered by the Issuer,
the Purchaser and the Depository. The Lease will have been duly executed by the Issuer and the
Company. Each of the Bond Documents, the Bond Ordinance and all other official action of the
Issuer relating to the Bond, the Project and the Bond Documents will be in full force-and effect
on the Closing Date and will not have been amended, modified or supplemented on or before the
Closing Date.

(e) The Issuer, the Company and the Purchaser will have received the
following, each dated the Closing Date:

(i) the approving opinion of Rodey Dickason, Sloan, Akin & Robb,
P.A., Bond Counsel, substantially in the form of Exhibit A attached hereto;

(ii) the opinion of Rodey, Dickason, Sloan, Akin & Robb, P.A.,
special counsel to the Company and Purchaser, as to due organization, good standing and
registration in New Mexico of the Company and the Purchaser, due authorization, execution,
delivery and enforceability of the Bond Documents to which the Company and Purchaser are
party, substantially in the form of Exhibit B attached hereto;

(iii) the opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., as
legal counsel to the Issuer, substantially in the form set forth in Exhibit C attached hereto;

(iv) RESERVED

(v) such other opinions of counsel that Purchaser may reasonably
request in connection with the Project and the purchase of the Bond;

(vi) a certificate of the Issuer signed by a duly authorized officer of the
Issuer to the effect set forth in subsections (a), (b), (c) and (d) of this Section 7;

(vii) a certificate of the Company signed by a duly authorized officer of
the Company to the effect set forth in subsections (a), (b) and (c) of this Section 7;
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(viii) a certificate of the Purchaser signed by a duly authorized officer of
the Purchaser to the effect set forth in subsections (a) and (d) of this Section 7;

(ix) a certificate of the Depository signed by a duly authorized officer of
the Depository, to the effect that (A) he or she is an authorized officer of the Depository; (B) the
Indenture has been duly executed and delivered by the Depository; (C) the Depository has all
necessary corporate powers required to execute and deliver, and to perform its obligations under,
the Indenture; and (D) to the best of his or her knowledge, the execution and delivery by the
Depository of the Indenture and the performance by the Depository of its obligations under the
Indenture will not conflict with or constitute a breach of or default under any law, administrative
regulation, consent decree or any agreement or other instrument to which the Depository is
subject or by which the Depository is bound; and

(x) such additional legal opinions, certificates, proceedings,
instruments and other documents as any Party or Bond Counsel may reasonably request.

If any conditions to the obligations of the Purchaser or the Issuer under this Bond Purchase
Agreement are not satisfied and if the satisfaction of such conditions is not waived by the
Purchaser or the Issuer, then, at the option of the Purchaser or the Issuer (as applicable), (A) the
Closing Date will be postponed for such period, not to exceed seven days, as may be necessary
for such conditions to be satisfied or (B) the obligations of the Purchaser and the Issuer under
this Bond Purchase Agreement will terminate, and neither the Purchaser nor the Issuer will have
any further obligations or liabilities under this Bond Purchase Agreement.

Section 8. Survival. All agreements, covenants and representations and all other
statements of the Issuer, the Company and the Purchaser and their respective officers set forth in
or made pursuant to this Bond Purchase Agreement will survive the Closing Date and the
delivery of and payment for the Bond by the Purchaser.

Section 9. Bond Not General Obligation of Issuer. Neither the faith and credit nor the
taxing power of the State or of any of its political subdivisions, including the Issuer, is pledged to
the payment of the principal of, interest on or redemption price of the Bond. The Bond will be
payable by the Issuer solely out of the revenues, proceeds and receipts pledged by the Issuer
under the Indenture. The principal of, interest on and redemption price of the Bond will never
constitute a debt or indebtedness or general obligation of the Issuer within the meaning of any
State constitutional provision or statutory limitation. The Bond will never constitute or give rise
to a pecuniary liability of the Issuer or be a charge against its general credit or a charge against
the general credit or the taxing powers of the State or any political subdivision thereof.

Section 10. Applicable Law. The validity, construction and effect of each of the Bond
Documents will be governed by the law of the State applicable to agreements made and to be
performed in the State, without regard or effect given to conflict of laws rules which would
require the application of the laws of any other jurisdiction.
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Section I1. Counterparts. This Bond Purchase Agreement may be executed in any
number of counterparts, each of which so executed and delivered will constitute an original and
all together will constitute but one and the same instrument.

Section 12. Severability. If any section, paragraph, clause or provision of this Bond
Purchase Agreement shall for any reason be held to be invalid or unenforceable, the invalidity or
unenforceability of such section, paragraph, clause or provision shall not affect any of the
remaining provisions of this Bond Purchase Agreement.

Section 13. Performance by Purchaser. The respective obligations of the Issuer and the
Company hereunder are subject to the performance by the Purchaser of its obligations hereunder.

Section 14. Limitation of Issuer's Liability. No agreements or provisions contained
herein nor in any other of the Bond Documents or the Bond nor any agreement, covenant or
undertaking by the Issuer contained in any document executed by the Issuer in connection with
any property of the Company financed, directly or indirectly, out of the Bond proceeds or the
issuance, sale and delivery of the Bond will ever give rise to any pecuniary liability of the Issuer,
its officers or members of its governing body or constitute a charge against the Issuer's general
credit or taxing powers, or will obligate the Issuer financially in any way, except with respect to
the funds or property available under the Lease or under the Indenture and pledged to the
payment of the Bond, and their application as provided under the Indenture. No failure of the
Issuer to comply with any terms, covenants or agreements herein or in any Bond Document, the
Indenture or in any other document executed by the Issuer ini connection with the Bond will
subject the Issuer, its officers and members of its governing body to any pecuniary charge or
liability except as to the extent that the same can be paid or recovered from the funds available
hereunder or under the Indenture and pledged to the payment of the Bond. Without limiting the
requirement to perform its duties or exercise its rights and powers under the Bond Documents
upon receipt of appropriate indemnity or payment, none of the provisions of this Bond Purchase
Agreement, the Lease or the Indenture will require the Issuer to expend or risk its funds or to
otherwise incur financial liability in the performance of any of its duties or in the exercise of any
of its rights or powers under any Bond Document or the Indenture. Nothing in any Bond
Document will preclude a proper party in interest from seeking and obtaining, to the extent
permitted by law, specific performance against the Issuer for any failure to comply with any
term, condition, covenant or agreement herein or in the Bond Documents; provided, that no
costs, expenses or other monetary relief will be recoverable from the Issuer except as may be
payable from the funds available hereunder or under the Indenture and pledged to the payment of
the Bond.

Section 15. Notices. All notices required under this Bond Purchase Agreement shall be
deemed to be properly sent if in writing, signed by the Party or authorized agent sending the
notice, and (i) delivered personally, (ii) sent by registered or certified mail, (iii) sent by a
recognized overnight express mail carrier, or (iv) sent by facsimile, if a copy is sent by one of
the methods in (i), (ii) or (iii) as soon as practicable thereafter, addressed to the Issuer, the

10

I:dbm\14275\43S82\bond purchase agreement.12.16.03-final-v6.doc



Company, the Purchaser or the Depository, as the case may be, at the following addresses, and
such notices shall be effective on the date of receipt thereof:

If to the Issuer:

with a copy to:

If to the Purchaser:

If to the Company:

with a copy to:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 396-8601
Fax: (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, P.A.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter Franklin

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198

Rodey Law Firm
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax: (505) 768-7395
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If to the Depository: Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 16. Remedies. Except as otherwise provided in Section 14 of this Agreement,
Section 11.3 of the Lease and Section 1112 of the Indenture, no right or remedy conferred on any
Party in this Bond Purchase Agreement is intended to be exclusive of any other right or remedy.
Each such right or remedy is in addition to every other right or remedy provided in any of the
Bond Documents or by law. No delay or omission of any Party to exercise any such right or
remedy will impair any such right or remedy or be construed to be a waiver. Every such right or
remedy may be exercised from time to time and as often as the relevant Party may deem
expedient. No waiver by any Party of any right or remedy with respect to any Default or Event
of Default will extend to or affect any other existing or subsequent Default or Event of Default.

Section 17. Beneficiaries. Nothing expressed or implied in any of the Bond Documents
is intended or is to be construed to confer upon any Person other than the Parties (and, in the case
of Section 6 hereof and Section 6.3 of the Lease only, the Indemnified Parties) any right, remedy
or claim, legal or equitable.

Section 18. No Violation of Public Policies Regarding Indemnity. Notwithstanding any
other term or condition of this Bond Purchase Agreement, to the extent, if at all, that
Section 56-7-1 NMSA 1978, as amended, is applicable to any agreement to indemnify, hold
harmless, insure, or defend another party contained herein or in any related documents, such
agreement will not extend to liability, claims, damages, losses or expenses, including attorneys'
fees, arising out of bodily injury to persons or damage to property caused by or resulting from, in
whole or in part, the negligent act or omission of any indemnitee, its officers, employees or
agents.

Section 19. Non-Merger. The provisions of this Bond Purchase Agreement shall survive
the conveyance of the Project Property to the Issuer, the reconveyance of the Project Property to
the Company, and all other performances hereunder, and shall not be deemed merged in any
deed or other instrument or document delivered hereunder.

Section 20. Obligations of Issuer Not Obligations of Officials Individually. All
obligations of the Issuer under the Bond Documents and the Bond will be deemed to be
obligations of the Issuer to the full extent permitted by the Constitution and laws of the State.
No obligation under any of the Bond Documents or the Bond will be deemed to be an obligation
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of any present or future officer (including, without limitation, any member of the Board of
County Commissioners) or employee of the Issuer in his or her individual capacity, and no
officer of the Issuer who executes the Bond will be personally liable on the Bond or be subject to
any personal liability or accountability by reason of the issuance of the Bond.

Section 21. Amendments. This Bond Purchase Agreement may be amended by one or
more instruments executed by the Issuer, the Company and the Purchaser. The Issuer shall
amend this Bond Purchase Agreement as requested by the Company or a lender or other entity
providing all or any part of the Project Financing (as defined in the Lease), provided any such
amendment is not inconsistent with the Bond Ordinance.

DATED: January 22,2004.

ISSUER:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners

By:

Name: Harry Teague

Its: Chairman of the Board of County
Commissioners

PURCHASER:

NEF SERIES 2004, LLC

By: ;;K2 4
Name: E. James Ferland

Its: President and Chief Executive Officer
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COMPANY:

LOUISIANA ENERGY SERVICES, L.P.

By: .

Name: E. James Ferland

Its: President and Chief Executive Officer
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EXHIBIT A
OPINION OF BOND COUNSEL

January _, 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

Bank of Albuquerque, National Association
201 Third Street NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of $1,800,000,000

Ladies and Gentlemen:

We have acted as Bond Counsel in connection with the issuance and sale by Lea County,
New Mexico (the "Issuer") of its Industrial Revenue Bond (National Enrichment Facility Project)
Series 2004 in the maximum principal amount of$ 1,800,000,000 (the "Bond").

The Bond will bear interest on the outstanding principal amount at 5% per annum, and
will mature on , 2034 (the "Maturity Date"). Interest on the Bond is payable
on each , beginning on , 2005, until and including the
Maturity Date. The entire principal amount of the Bond will be payable in one payment on the
Maturity Date.

The Bond is subject to redemption prior to maturity as described in the Indenture dated
the date hereof (the "Indenture") among the Issuer, NEF Series 2004, LLC (the "Purchaser") and
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Bank of Albuquerque, National Association, Albuquerque, New Mexico, as Depository (the
"Depository").

The principal of, interest on and redemption price of the Bond are not general obligations
of the Issuer but special limited obligations payable by the Issuer solely from certain revenues
pledged under the Indenture.

Neither the faith and credit nor the taxing power of the State of New Mexico or of any of
its political subdivisions, including the Issuer, is pledged to the payment of the principal of,
interest on or redemption price of the Bond. The principal of, interest on and redemption price
of the Bond will never constitute a debt or indebtedness of the Issuer within the meaning of any
provision or limitation of the constitution or laws of the State of New Mexico. The Bond will
never constitute nor give rise to a pecuniary liability of the State of New Mexico or any of its
political subdivisions, including the Issuer, or a charge against their general credit or taxing
powers.

In connection with the issuance of the Bond we have examined: (a) a certified copy. of an
ordinance adopted December 16, 2003 by the governing body of the Issuer, authorizing the
issuance of the Bond (together, the "Bond Ordinance"), pursuant to and under the provisions of
Chapter 4, Article 59 New Mexico Statutes Annotated, 1978 Compilation, as amended (together
with the Bond Ordinance, the "Act"); (b) the executed Bond; (c) executed counterparts of the
Indenture, the Lease and Purchase Agreement dated the date hereof (the "Lease") between the
Issuer and Louisiana Energy Services, L.P., a Delaware limited partnership (the "Company") and
the Bond Purchase Agreement dated the date hereof among the Issuer, the Company, and the
Purchaser (the 'Bond Purchase Agreement" and, together with the Indenture and the Lease, the
"Bond Documents"); and (d) such other opinions, documents, certificates and letters as we deem
relevant in rendering this opinion.

For purposes of the opinions set forth below, we have assumed with your permission:

A. that each of the Bond Documents and each other document and instrument
relating to the Bond has been duly authorized, executed and delivered by each party thereto other
than the Issuer and each Bond Document is the legal, valid and binding obligation of each party
thereto other than the Issuer, and is enforceable against each such party in accordance with its
terms; and

B. that the execution, delivery and performance of the Bond Documents by any party
will not violate or be in conflict with, or result in the violation of any of the terms, conditions, or
provisions of, or constitute default, or require approval or consent under New Mexico and federal
law and applicable regulations, any agreements or other documents or instruments or any
judgment, decrees or other orders to which such party is a party or to which any such party may
be subject.
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Based on such examination and the assumptions, and subject to the qualifications set
forth in this letter, we are of the opinion that:

1. The Issuer is a governmental subdivision of the State of New Mexico and has the power
and authority, under the constitution and laws of the State of New Mexico, including the
Act, to execute and deliver the Bond Documents, and to authorize, execute, issue-and
deliver the Bond.

2. The terms and provisions of the Bond and the Bond Documents comply in all respects
with the requirements of the Act.

3. The Bond has been validly authorized, executed and issued in accordance with the laws
of New Mexico and represents the valid and binding special limited obligation of the
Issuer.

4. The Bond Documents have been duly authorized, executed and delivered by the Issuer
and, assuming due authorization, execution and delivery by the other parties thereto, the
Bond Documents and the Bond, constitute legal, valid and binding special limited
obligations of the Issuer enforceable against the Issuer in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting creditors' rights generally and general
principles of equity.

5. Neither the Bond nor the Lease is required to be registered under any New Mexico or
federal securities law. The Indenture is not required to be qualified under the Trust
Indenture Act of 1939, as amended.

6. The provisions of Rule 15c2-12 of the Securities and Exchange Commission are not
applicable to this transaction inasmuch as the Bond is being sold in a private sale without
participation of an underwriter.

Each of the opinions expressed above is subject to the following further qualifications,
whether or not such opinions refer to such qualifications:

(i) The collateral pledged and in which a security interest is granted under the
Indenture is personal property and does not constitute any goods that are or may
become fixtures pursuant to Section 55-9-334 NMSA 1978, as amended;

(ii) Section 42A-1-24(C) NMSA 1978 provides that a court which has heard
and adjudicated a condemnation proceeding has the power over the condemnee's
compensation to "make orders as the court deems necessary with respect to
encumbrances, liens, rents, insurance and other just and equitable charges";
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(iii) We express no opinion as to any title matters, liens or priority of liens on,
or as to the creation of security interests or the perfection or priority of such
security interests in, any real or personal property constituting the Project
Property (as defined in the Lease); and

(iv) We express no opinion as to the enforceability of any provisions of the
Bond Documents

purporting to exculpate, indemnify or limit the liability of any person or entity
against its own negligence, failure to act or misconduct.

(v) We express no opinion as to the validity or enforceability of any
severability clause or the availability of any injunctive relief or other equitable
remedies, all of which are subject to the court's discretion.

This opinion is limited to the matters expressly stated herein and is based on the
assumptions and qualifications set forth herein and no further opinion may be inferred. This
opinion is delivered to the addressees hereof solely for use in connection with the issuance of the
Bond to the Purchaser. This letter and the opinions expressed herein may not be used or relied
upon by the addressees hereof for any other purpose and may not be relied upon for any purpose
by any person or entity other than the addressees hereof. Except for the use permitted herein and
except in connection with the preparation and customary distribution of the transcript of
proceedings relating to the issuance of the Bond, this letter is not to be quoted or reproduced in
whole or in part or otherwise referred to in any manner, nor is it to be filed with any
governmental agency or delivered to any other person without our prior written consent. We
assume no responsibility to notify the addressees hereof of any subsequent changes in the law or
of any circumstance or event which may occur after the date hereof that affect or could possibly
affect the opinions expressed herein or to otherwise supplement such opinions to reflect any such
changes in the law or the occurrence of any circumstances or event after the date hereof.

Very truly yours,

Rodey, Dickason, Sloan, Akin & Robb, P.A.
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EXHIBIT B
OPINION OF COUNSEL TO THE COMPANY AND THE PURCHASER

January _, 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

Rodey, Dickason, Sloan, Akin & Robb, P.A.
201 Third Street NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of $1,800,000,000

Ladies and Gentlemen:

This firm has represented Louisiana Energy Services, L.P., a Delaware limited
partnership (the "Company") and NEF Series 2004, LLC, a Delaware limited liability company
(the "Purchaser") in connection with the Lease and Purchase Agreement dated the date hereof
(the "Lease") between Lea County, New Mexico (the "Issuer") and the Company and the Bond
Purchase Agreement dated the date hereof (the "Bond Purchase Agreement") among the
Purchaser, the Issuer and the Company, pursuant to which the Purchaser has agreed to purchase
the Issuer's Industrial Revenue Bond (National Enrichment Facility Project) Series 2004 in the
maximum principal amount of $1,800,000,000 (the "Bond"), to be issued under the Indenture
dated the date hereof (the "Indenture") among the Issuer, the Purchaser and. Bank of
Albuquerque, N.A., Albuquerque, New Mexico, as Depository. We are rendering this opinion
pursuant to Section 7(e)(ii) of the Bond Purchase Agreement. In that connection we have
reviewed executed copies of the Lease, the Bond Purchase Agreement and the Indenture
(collectively, the "Bond Documents"), certificates of officers of the Company and certificates of
public officials and have made such other investigations of law and fact as we have deemed
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necessary for the purpose of issuing this opinion. Terms are used in this opinion as defined in
the Bond Documents.

For purposes of the opinions set forth below, we have assumed with your permission:

A. that each of the Bond Documents and each other document and instrument
relating to the Bond has been duly authorized, executed and delivered by each party thereto other
than the Company and the Purchaser and each Bond Document is the legal, valid and binding
obligation of each party thereto other than the Company and the Purchaser, and is enforceable
against each such party in accordance with its terms; and

B. that the execution, delivery and performance of the Bond Documents by any party
(other than the Company and the Purchaser) will not violate or be in conflict with, or result in the
violation of any of the terms, conditions, or provisions of, or constitute default, or require
consent under any agreements or other documents or instruments or any judgment, decrees or
other orders to which such party is a party or to which any such party may be subject.

Based on the assumptions and subject to the qualifications set forth in this letter, we are
of the opinion that:

I. The Company is a limited partnership duly.organized and validly existing under
the laws of the State of Delaware, is registered to conduct business in the State of
New Mexico, and is in good standing as a foreign limited partnership under the
laws of the State of New Mexico, and has duly authorized the execution, delivery
and performance of the Lease and the Bond Purchase Agreement (collectively, the
"Company Documents"). The Company Documents have been duly executed by
the Company.

2. The Purchaser is a limited liability company, duly organized and validly existing
under the laws of the State of Delaware, is registered to conduct business in the
State of New Mexico as a foreign limited liability company, and has duly
authorized the execution, delivery and performance of the Bond Purchase
Agreement and the Indenture (collectively, the "Purchaser Documents"). The
Purchaser Documents have been duly executed by the Purchaser.

3. The execution, delivery and performance by the Company of the Company
Documents and by the Purchaser of the Purchaser Documents will not (i) conflict
with, contravene, or violate the certificate of limited partnership or partnership
agreement of the Company or the Purchaser, respectively, or (ii) to the best of our
knowledge, after due inquiry, conflict with, contravene, violate or constitute a
material breach of, or default under, any law, rule, regulation, ordinance, order,
consent, decree, agreement or instrument to which the Company or the Purchaser
is a party or by which the properties of either the Company or the Purchaser,
respectively, are bound.
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4. With the exception of the licensing, regulatory and other approvals required under
New Mexico and federal law, with respect to the construction and operation of the
Project, to the best of our knowledge, after due inquiry, all approvals, permits,
licenses, consents, authorizations, certifications and other orders of any
governmental authority or agency necessary for the execution and delivery by the
Company of the Company Documents and the execution and delivery by the
Purchaser of the Purchaser Documents have been obtained and are in full force
and effect.

5. There is no action, suit, proceeding, inquiry or investigation by or before any
court, public board or body pending or, to the best of our knowledge, threatened,
against the Company or the Purchaser which (i) seeks to or does restrain or enjoin
the issuance or delivery of the Bond or the execution and delivery of any of the
Bond Documents, (ii) in any manner questions the validity or enforceability of the
Bond or any of the Bond Documents, (iii) questions the authority of the Company
to own or operate any of the Project or the Project Property, or (iv) could result in
an unfavorable decision, ruling or finding that could materially adversely affect
the financial condition or operations of the Company or the Purchaser or could
materially adversely affect the transactions contemplated by the Bond Documents
or the validity of the Bond.

6. The Company Documents constitute legal, valid and binding obligations of the
Company, enforceable against the Company in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting creditors' rights
generally and general principles of equity.

7. The Purchaser Documents constitute legal, valid and binding obligations of the
Purchaser, enforceable against the Purchaser in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting creditors' rights
generally and general principles of equity.

Each of the opinions expressed above is subject to the following further qualifications,
whether or not such opinions refer to such qualifications:

(a) We are admitted to practice law in the State of New Mexico, and we express no
opinion herein with respect to the application or effect of the laws of any
jurisdiction other than the existing laws of the State of New Mexico and, to the
extent applicable, the existing laws of the United States of America;

(b) We express no opinion as to any title matters, liens or priority of liens on, or as to
the creation of security interests or the perfection or priority of such security
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interests in, any real or personal property constituting the Project Property (as
defined in the Lease);

(c) We express no opinion as to the enforceability of any provisions of the Company
Documents or the Purchaser Documents purporting to exculpate, indemnify or
limit the liability of any person or entity against its own negligence, failure to act
or misconduct; and

(d) We express no opinion as to the validity or enforceability of any severability
clause or the availability of injunctive relief or any other equitable remedies, all of
which are subject to the court's discretion.

This opinion is limited to the matters expressly stated herein and is based on the
assumptions and qualifications set forth herein and no further opinion may be inferred. This
opinion is delivered to the addressees hereof in connection with the Company Documents and
the Purchaser Documents and the transactions contemplated thereby, and the opinions and all
conclusions stated herein may not be quoted or relied upon by any person other than the
addressees hereof or for any purpose other than as stated herein without our prior written
consent. We make no undertaking to supplement this opinion if facts or circumstances come to
our attention or changes in the law occur after the date hereof which could affect the conclusions
reached in this opinion.

Very truly yours,

By:
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EXHIBIT C
OPINION OF COUNSEL TO THE ISSUER

January , 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

Rodey, Dickason, Sloan, Akin & Robb, P.A.
201 Third St. NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of$1,800,000,000

Ladies and Gentlemen:

We serve as legal counsel to Lea County, New Mexico (the "Issuer"), and in that capacity
we have advised the Issuer regarding the issuance of its Industrial Revenue Bond (National
Enrichment Facility Project) Series 2004 in the maximum principal amount of$ 1,800,000,000
(the "Bond").

We have been asked to render this opinion pursuant to Section 7(e)(iii) of that certain
Bond Purchase Agreement dated as of the date hereof ("Bond Purchase Agreement") among the
Issuer, Louisiana Energy Services, P.C., a Delaware limited partnership (the "Company"), and
NEF Series 2004, LLC, a Delaware limited liability company, as Purchaser of the Bond. In our
opinion:

1. The Issuer is a governmental subdivision of the State of New Mexico ("State"), and is
duly organized and validly existing under the constitution and laws of the State.

2. Ordinance No. 58, adopted December 16,2003 (the "Ordinance") pertaining to the Bond,
were duly adopted by the governing body of the Issuer in accordance with NMSA 1978
§§ 4-37-6, 4-37-7 and 4-37-9 governing the procedures for adoption of county ordinances
in that public notice of the proposed ordinance was properly given, and that a public
hearing was properly conducted prior to the adoption of the Ordinance. The Ordinance is
in full force and effect and has not been amended, modified, repealed or rescinded.
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3. To our knowledge, the adoption of the Ordinance by the governing body of the Issuer
will not violate any provision of the constitution or laws of the State.

4. Except as disclosed in writing to the above-named addressees on or before the date of this
opinion letter, no litigation is now pending or, to our knowledge, threatened against the
Issuer which seeks to or does restrain or enjoin the issuance or delivery of the Bond or
execution and delivery of the Bond Documents (as described in the Bond Purchase
Agreement), or in any manner questions the authority or proceedings for the issuance of
the Bond or the execution and delivery of the Bond Documents.

The foregoing opinions are limited to matters involving the current law of the State and
the Issuer, and we do not express any opinion as to the laws of any other jurisdiction. This
opinion is delivered to you solely in connection with the matters referred to in numbered
paragraphs 1 through 4 above and may not be relied upon by you for any other purpose and may
not be provided to or relied upon any other person.

Very truly yours,

MODRALL, SPERLING, ROEHL, HARRIS & SISK, P.A.

BY:
PETER FRANKLIN
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STATE OF NEW MEXICO
COMMISSIONER OF PUBLIC LANDS

GRANT OF EASEMENT AND RIGHT OF WAY

Subject to the terms, conditions and limitations set out herein below, the New Mexico

Commissioner of Public Lands (together with successors and assigns, 'Grantor'), in his capacity

as trustee of the land trust established by the Enabling Act (Act of June 20, 1910. 36 Statutes

at Large 557, Chapter 310) and that trust's assets (the land trust and its assets, collectively. the

Trust"). hereby Grants to Louisiana Energy Services, L.P.. a Delaware limited partnership

(together with its successors and assigns. 'Grantee"), whose address is 1133 Connecticut Ave.

NW, Suite 200, Washington, DC 20036, an easement and right of way ("Easement'), in and to

the Land (defined below).

1. Land: This Easement covers the State of New Mexico ("State") trust land

('Land") depicted in the attached Exhibit A.

2. Term: This Easement is for a term ("Term') of thirty-five (35) years. commencing

on the day on which the Grantor executes this Easement (-Effective Date') and ending at 11:59

p.m. on the thirty-fifth (35") annual anniversary of the Effective Date, or upon earlier termination

or relinquishment of this Easement.

3. Consideration: As consideration ("Consideration") for this Easement, Grantee

shall pay to Grantor

(1) One hundred twenty thousand and no/100 Dollars ($120,000) ("Initial

Payment"), payable on the Effective Date. The Initial Payment is nonrefundable.

(2) Thirty thousand and no/100 Dollars ($30,000) on the fifth (5 h) anniversary of

the Effective Date, and on each anniversary of the Effective Date thereafter up to and

including the thirty-fourth (34t) anniversary of the Effective Date unless this Easement is

earlier terminated or relinquished.

Grantor and Grantee acknowledge and agree that the Consideration is good and sufficient

consideration for the grant of this Easement and for the other agreements contained in this

instrument.

*-- D. ad
* 1 * *GO
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4. Uses of the Land; Improvements and Equipment:

A. This Easement authorizes Grantee to use and improve the Land in any

manner that may be necessary or convenient to support and facilitate a gas centrifuge uranium

enrichment facility ('Facility") in accordance with an operating license from the United States

Nuclear Regulatory Commission ("NRC") or any other successor agency with jurisdiction, as the

same may be renewed, revised, amended, supplemented, assigned, modified and/or

renumbered from time to time in accordance with law and applicable regulations ('NRC

License") and all applicable federal licensing or regulatory requirements ("federal

Requirements") and, subject to Paragraph 26 of this Easement, applicable state licensing or

regulatory requirements ('State Requirements").

B. This Easement shall be liberally construed to assure that Grantee and its

agents have sufficient legal rights to use and improve the Land as necessary to (i) support and

facilitate the Facility: (ii) decommission the Facility in accordance with Federal Requirements

and , subject to Paragraph 26 of this Easement, State Requirements, including but not limited to

NRC requirements as specified in Title 10 of the Code of Federal Regulations (i.e., 10 CFR),

Parts 70, "Special nuclear material," and 40, 'Source material," sections 70.38 and 40.42,

'Expiration and termination of licenses and decommissioning of sites and separate buildings or

outdoor areas "(i.e., 10 CFR 70.38 and 10 CFR 40.42); and (iii) fully reclaim the Land in

accordance with Federal Requirements, State Requirements and this Easement, subject to

Paragraph 26 of this Easement. Subject to Paragraph 4.C below, Grantee's rights under this

Easement shall include, but are not limited to, the right to use and improve the Land for the

following purposes: (a) constructing and operating the Facility: (b) providing power, water, waste

disposal and other utility services to the Facility; (c) providing access to the Facility; (d) limiting

access to the Facility and the Land in proximity thereto as required by the NRC License or other

Federal Requirements; (e) constructing, operating and maintaining primary and support

buildings and facilities; (f) constructing facilities for uranium byproduct storage in accordance

with Federal Requirements, including but not limited to the regulatory standards of NRC and,

subject to Paragraph 26 of this Easement, State Requirements; (g) storing uranium byproductin

accordance with Federal Requirements, including but not limited to the regulatory standards of-

NRC and, subject to Paragraph 26 of this Easement, State Requirements: (h) constructing and

.2:
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maintaining access and maintenance roads; (i) decommissioning the Facility as required by

Federal Requirements, including but not limited to the regulatory standards of NRC and, subject

to Paragraph 26 of this Easement, State Requirements; () reclaiming the Land and removing

improvements and equipment as provided in Paragraph 5.B-E of this Easement; and (k)

housing furnishings, fixtures, equipment and vehicles related to the operations at the Facility:

provided, however, that all uses and Improvements under this Easement shall be in accordance

with all Federal Requirements, including but not limited to the regulatory standards of NRC and,

subject to Paragraph 26 of this Easement, State Requirements, and only as necessary or

convenient to support and facilitate the Facility.

C. Grantee may use and operate such equipment on the Land, and may

construct, operate, maintain and replace Improvements on the Land, as may be reasonably

necessary to carry out the purposes of this Easement, as set forth in Paragraph 4.A above. As

of the Effective Date, Grantee anticipates that it will construct, operate, maintain and replace, as

necessary, the following improvements and equipment on the Land:

(1) The buildings, administrative facilities, access roads, storage

facilities, electrical lines and poles, pipelines, fencing, security apparatus, ponding areas and

other improvements depicted on Exhibit B to this Easement;

(2) A septic tank and leaching field; and

(3) Such other improvements, personal property and fixtures as may be

necessary or desirable to carry out the purpose of this Easement, as set forth in Paragraph 4.A

above.
The foregoing description of Improvements and equipment Is not intended to be an

exhaustive list.

D. Grantor understands and agrees that access to the Facility and to the

Land in proximity thereto will be limited In accordance with Federal Requirements, including but

not limited to NRC requirements specified in 10 CFR 73, 'Physical protection of plants and

materials," as directed by 10 CFR 70.22, "Contents of licenses," paragraph (h)(1), and, subject

to Paragraph 26 of this Easement, State Requirements.

E. Except as limited by Paragraph 17, (i) documents related to substantial

improvements on the Land shall be kept at the operations office for the Facility; (ii) Grantor shall

have the right to inspect such records and improvements provided that Grantor shall request
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such inspection by giving Grantee reasonable notice thereof and provided that Grantee is able

to permit access to the Facility at the time requested by Grantor; and (iii) Grantee shall provide

Grantor with copies of documents that it provides to NRC. the New Mexico Environmental

Department and any other federal or state agency with jurisdiction, showing the location andlor

type of the improvements and equipment located on the Land. If Grantee is unable to provide

access to the Facility at the specific time requested by Grantor, such access will be available to

Grantor at such other time as is mutually agreeable to Grantor and Grantee.

5. Reclamation and Removal of Improvement and Equipment.

A. Prior to termination of this Easement, Grantee shall decommission the

Facility as required by, and in accordance with, Federal Requirements, including but not limited

to NRC regulatory requirements in 10 CFR 70.38 and 10 CFR 40.42, and subject to Paragraph

26 of this Easement, State Requirements. Grantee also shall provide assurances that adequate

funding will be available to decommission the Facility in accordance with Federal Requirements.

Including but not limited to NRC requirements In 10 CFR 70.25 and 10 CFR 40.36, 'Financial

assurance and recordkeeping for decommissioning' and, subject to Paragraph 26 of this

Easement, State Requirements. Documentation thereof shall be delivered to Grantor as and

when it Is delivered to NRC.

B. Grantee shall reclaim the land in accordance with Federal Requirements

and State Requirements. Grantee shall submit a proposed reclamation plan ("Reclamation

Plan") to Grantor for Grantor's approval, which approval Grantor shall not unreasonably

withhold. The Reclamation Plan shall be submitted to Grantor concurrently with Grantee's

submission to NRC of its plan for decommissioning the Facility ("Decommissioning Plan') as

required by Federal Requirements, including but not limited to 10 CFR 70.38 and 10 CFR 40A2.

and, subject to Paragraph 26 of this Easement, State Requirements. Grantor agrees that the

Reclamation Plan may provide that reclamation required by Section 19.2.10.27, N.M.A.C. and

removal of improvements and equipment shall commence after completion of the activities

required by the Decommissioning Plan. Grantee shall reclaim the Land in accordance with the

Reclamation Plan approved by Grantor.

C. Prior to relinquishment or termination of this Easement, Grantee shall

remove all Improvements and equipment on the Land except as otherwise provided herein, or
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except as required by the Reclamation Plan approved by Grantor, or in a written agreement

between Grantor and Grantee.

D. If Grantee fails to remove improvements and equipment on Land as

required in Paragraph 5.C. Grantor may. at Grantor's discretion, declare that all or any such

remaining improvements and equipment are forfeited to Grantor. Any such declaration shall be

in writing and shall be sent to Grantee in the manner contemplated for giving notice under this

Easement. In the event of forfeiture, Grantee shall execute such bills of sale, assignments, or

such other instruments as Grantor may request to acknowledge the transfer of title to Grantor.

E. If Grantee fails to remove any non-forfeited improvements and equipment

as required herein, Grantee shall be deemed a holdover tenant and shall pay Grantor monthly

rent, in advance, equal to three (3) times the then current rental value of the Land on which the

improvements andlor equipment is located. Such rental value shall be calculated assuming the

Land's highest and best use, as determined solely by the Grantor, and shall be based on no

fewer than 10 acres. This provision shall not be deemed liquidated damages, shall not

constitute a penalty and shall not entitle Grantee to continued use or possession of the Land.

F. Paragraphs 5A through 5.E shall survive termination of this Easement.

6. Rights Reserved to Grantor:

A. This Easement conveys only the rights and Interest in the Land expressly

described. This Easement conveys no right, title or interest in the Land by implication.

B. Subject to the limitations set forth in Paragraph 6.C, Grantor hereby

expressly reserves from this Easement:

(1) all subsurface and mineral rights, including the right to explore for,

mine, develop and produce minerals such as sand and gravel, coal, caliche and humate and to

Issue oil; gas; geothermal resources and any other minerals related to the Land, provided that

such rights, issues and leases shall be subject to this Easement;

(2) the right to sell or exchange the Land, provided that (i) Grantor shall

give Grantee such notice as required by law, rules and regulations of its intent to sell or

exchange and (ii) such sale or exchange (if not to Grantee) shall be subject to this Easement;

and
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(3) the right to use and possession of the Land free of this Easement after

relinquishment or termination of this Easement, subject only to Grantee's right and duty to

remove improvements and equipment and reclaim the Land.

C. Grantor shall execute and record in the records of the State Land Office a

Land Use Restriction or Condition ("LURCh) that provides that, absent Grantee's prior written

consent, (I) Grantor shall neither exercise Grantor's rights under Paragraph 6.8(1) nor exercise

Grantor's right to lease or otherwise dispose of or encumber the Land or any interest Incident

thereto, for any purpose, or grant additional easements, rights-of-way and grants across, under

or over the Land, including the development of any sand and gravel, coal, caliche, humate. oil

and gas or other minerals and (ii) there shall be no surface disturbance of the Land and no right

to explore for, mine, develop and/or produce oil, geothermal resources, gas and/or minerals

during the Term of this Easement. As good and adequate consideration for the LURC, Grantee

shall pay to Grantor Five Thousand and no/100 Dollars ($5,000.00) per year, beginning on the

fifth (5U) anniversary of the Effective Date and on each anniversary of the Effective Date

thereafter up to and including the thirty-fourth (34") anniversary of the Effective Date, or so long

thereafter as Grantee occupies and uses the Land, unless this Easement is earlier terminated or

relinquished; provided that if the Easement is terminated by a sale or exchange of the Land to

Grantee or to Lea County, New Mexico, (a) both the restrictions and conditions In the LURC and

Grantee's obligation to pay the consideration therefor in the amount, and for the time, set forth

in this Paragraph shall survive and (b) the instrument conveying the Land shall expressly recite

the restrictions set forth in the LURC. Grantee may record the LURC in the real property

records of Lea County, New Mexico.

D. If Grantor offers the land for sale or exchange, Grantee agrees to

participate in the sale or exchange process and submit and offer to purchase or exchange the

land directly or through an Intermediary with a bid of at least the fair market value of the

unimproved land and the fair market value of third party improvements and comply with

Grantor's rules and regulations on land sales or exchanges.

7. Compliance with Law: Grantee shall comply with all laws, whether statutory or

court-made, regulations, rules, ordinances, and requirements, including, but not limited to, those

addressed to environmental protection and all State Land Office Rules applicable to the Land or
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to Grantee's use of the Land and improvements thereon. Grantee's compliance obligations

include, but are not limited to:

A. Grantee agrees not to discriminate against any person on the basis of race,

color, religion, national origin, sex, sexual preference, age or handicap.

B. Grantee shall not permit any nuisance to be maintained on the Land,

provided that no use of the Land permitted by this Easement shall be deemed to constitute, or

cause, a nuisance.

C. Grantee shall comply with applicable environmental laws in Chapter 74,

NMSA 1978. and regulations promulgated pursuant thereto.

D. Grantee shall diligently maintain and protect the Land and improvements

thereon from waste and trespass, provided that no use of the Land permitted by this Easement

shall be deemed to constitute, or cause, waste of the Land.

8. No Warranty. Grantor makes no warranties as to Grantor's title, fitness of the

Land for a particular purpose or as to any other matter. Grantee shall use, improve and accept

the Land 'as is.' The rights granted hereby are subject to existing rights. Grantee agrees that it

is solely responsible for determining whether any third party has or claims any prior and superior

right, title or interest in or to the Land that may conflict with this Easement. Grantee shall at

Grantee's sole expense resolve any such conflicting claims and, in the event of litigation,

Grantor shall not be an indispensable or necessary party.

9. Existing Rights. Except as may be required by the NRC License or with

applicable NRC requirements, Grantee shall not interfere with any leases, rights-of-way. Grants

or other rights or interests in or to the Land that were granted by the State of New Mexico in

existence on the Effective Date ("Existing Rights"). Grantee specifically agrees to use its best
efforts to (i) avoid destruction or injury to any improvements or livestock on the Land pursuant to

Existing Rights: (ii) close all gates immediately upon passing through same; and (iii) pay

promptly the reasonable and just damages for Injury or destruction arising from Grantee's use of

the Land. Notwithstanding the foregoing. Grantee shall have the right to negotiate with the

Grantor and the grantee of that certain Grant of Right of Way No. RW-22760 to relocate the

carbon dioxide pipeline permitted thereby.

10. Pipelines. Unless otherwise expressly agreed by Grantor in writing, Grantee

shall bury at least twenty inches (20") below the surface all pipelines that are installed by
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Grantee on the Land except temporary pipelines, or pipelines whose sole purpose is to support

a construction project.

11. Assignment. Except as otherwise provided in this Paragraph, Grantee shall not

assign this Easement. either in whole or in part, without the prior written consent of Grantor.

Grantor's consent may be conditioned upon the agreement by Grantee's assignee to additional

conditions and covenants and may require payment of additional consideration to Grantor;

provided that, for any authorized assignment occurring on or before January 1, 2009, no

additional covenants and conditions and no additional payment shall be required. Grantor

hereby consents to (i) Grantee's assignment of this Easement, or a leasehold or other interest in

this easement, to Lea County, New Mexico (County') and to the County's grant to Grantee, or

its designee, of a lease, license, permit or other authorization to use the Easement, or such

interest in the Easement, for the purposes authorized in this Easement and pursuant to both the

County Industrial Bond Revenue Act, Chapter 4, Article 59 N.M.S.A 1978, as amended, and

other applicable law, if any: provided, that such assignment shall not diminish, alter or affect

Grantee's duties, liability or responsibilities under this Easement; and (ii) the grant of mortgage

or other encumbrance on or against this Easement to secure obligations incurred In financing

for the Facility. Additionally, notwithstanding any other provision in this Easement, Grantee

may, without Grantor's consent, grant licenses, permits or other authorizations to third parties to

carry out the purposes of this Easement; provided, however, that such licenses, permits or other

authorizations by Grantee shall not constitute an assignment of this Easement and shall not

diminish, alter or affect Grantee's duties, liability or responsibilities under this Easement.

12. Abandonment. Grantor may deem that Grantee has abandoned its rights and

interest under this Easement if after January 1, 2009, Grantee fails for a continuous period in

excess of twelve (12) consecutive months to use the Land, or some portion thereof, for at least

one of the purposes authorized by this Easement. In such event, at Grantor's discretion, this

Easement shall be subject to termination pursuant to Paragraph 15 below unless Grantee's

non-use is the result of a court or administrative order or is otherwise involuntary, as set forth in

an affidavit provided to Grantor by Grantee. Furthermore, no abandonment shall be deemed to

have occurred as to any disturbed portion of Land that has not been fully reclaimed in

accordance with this Easement.

13. Relinquishment.

-8 -



A. Grantee may request relinquishment of this Easement, in whole or in part.

by requesting such relinquishment in writing. Grantee shall not, by relinquishment, avoid or be

released from any liability arising from or related to Grantee's use of the Land, including the duty

to remove improvements and equipment and reclaim the Land. Upon relinquishment, Grantee

shall not be entitled to any refund of money previously paid as Consideration under this

Easement.

B. Notwithstanding the foregoing Paragraph 13A, a relinquishment by Grantee of

the Easement shall not be effective, and Grantor shall not have a right to possession or control

of the Land and the improvements and equipment thereon, until the Facility has been

decommissioned and all applicable federal and state licenses, including but not limited to the

NRC License, have been terminated.

14. Indemnity. Grantee shall save and hold harmless, defend and Indemnify the

State of New Mexico, the Commissioner of Public Lands, and his agents or employees

(collectively, 'indemnitees'), in their official and individual capacities, from and against any and

all liability, claims, losses, or damages arising out of or alleged to arise out of this Easement or

the use and occupation of the Land by Grantee or Grantee's agents, licensees, permittees,

employees, contractors (including subcontractors), and invitees; provided, however, that

Grantee shall be under no obligation to Indemnify or hold indemnitees harmless from: (i) liability,

claims, losses or damages based on a third party claim that this Easement is invalid or void: and

Grantee specifically waives any claims or damages against the Grantor arising out of or directly

or Indirectly related to third party claims that the Easement is invalid or void; or (ii) liability,

claims, losses, or damages caused by the sole negligence or willful or intentional act(s) of

indemnitees, or any of them. This Paragraph shall survive termination of this Easement.

15. Termination.

A. Grantor may terminate this Easement for material violation of any of the

terms and conditions of this Easement (default"); provided, however, that before any such

termination shall become effective. Grantor shall mail to Grantee (or any approved assignee),

by certified or registered mail addressed to the post office address of Grantee or such assignee

shown by Land Office records, a sixty (60) day notice of default, specifying the default for which

the Easement is subject to termination. No proof of receipt or further notice shall be necessary,

and sixty (60) days after such mailing, this Easement shall terminate unless Grantee cures the
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default within the sixty-day period: or, if the default cannot reasonably be remedied within sixty

(60) days, Grantee submits for Grantor's approval within thirty (30) days of the default notice a

plan for cure, including a schedule for expeditiously implementing such plan in order to cure the

default as soon as reasonably possible. Grantor shall not unreasonably withhold approval of

such plan. In the event of early termination of this Easement for any reason, Grantee shall not

be entitled to any refund of money previously paid as consideration under this Easement, nor

shall Grantee be relieved of its duty hereunder to remove its improvements and equipment and

reclaim the Land in accordance with Paragraph 5 of this Easement.

B. Notwithstanding the foregoing Paragraph 15.A. a termination of this

Easement shall not be effective, and Grantor shall not have a right to possession or control of

the Land and the improvements and equipment thereon, until the Facility has been

decommissioned and all applicable federal and state licenses, including but not limited to the

NRC Ucense, have been terminated.

16. Amendment. Any amendment of this Easement shall be in writing and shall be

executed by each of Grantor and Grantee.

17. Limitation on Disclosure. Notwithstanding any other provision in this

Easement, to the extent any obligation of Grantee under this Easement to disclose or otherwise

tender to Grantor information or documents of any kind or to any other person ('Disclosure

Obligations), in Grantee's good faith judgment, based on written opinion of counsel, conflicts

with, or is contrary to, Grantee's obligation under any Federal or state statute, regulation, policy,

directive or order regarding safety, safeguards, security, national security or secrecy related to

the Facility or otherwise to Grantee's activities on the Land ('Security Obligation'), the Security

Obligation shall control; and Grantee shall not be required to comply with the Disclosure

Obligaton.
18. Existing Leases and Rights of Way Not Affected. This Easement does

not modify or amend or change in any way those rights and obligations now or hereafter

obtained by Grantee under separate instruments, including but not limited to (i) that certain Oil

and Gas Lease No. B-4467 from Grantor to Gypsy Oil Company, to be assigned in part from

Chevron U.S.A. Inc., successor in interest to Gypsy Oil Company, to Grantee: (ii) that certain

Agricultural Lease No. GR-1855 from Grantor to Wallach Ranch, LLC, to be assigned in part to

Grantee: and (iii) any other existing grants from Grantor or Grantee in the Land.

.10-



19. Reporting. Subject to the provisions in Paragraph 17 of this Easement, Grantee

shall provide to Grantor copies of periodic reports made to NRC.

20. Enforcement. Venue for any court action bought by either party relating to this

Easement shall be exclusively in New Mexico State Court, First Judicial District. Santa Fe

County, New Mexico, after all administrative remedies are exhausted.

21. Governing Law. The provisions of this Easement shall be construed and

enforced in accordance with New Mexico law.

22. No Third Party Beneficiaries. There are no third-party beneficiaries of any

provision of this Easement.

23. Exhibits. All Exhibits attached to this Easement are incorporated herein by

reference.

24. Costs. Grantee's performance of its obligations under this Easement shall be at

Grantee's sole cost and expense.

25. Severability. If a court of competent jurisdiction determines that a provision or

provisions of this Easement is or are invalid or illegal. such determination shall not invalidate or

render unenforceable any other provision hereof; provided, however, that if enforcement of this

Easement absent such Invalid or unenforceable provision(s) would destroy an essential purpose

of this Easement, then this Easement shall be deemed modified to the extent necessary to

make this Easement valid or enforceable consistent with Its true intent.

26. Conflict between Federal and State Law. If there is a conflict between Federal

Requirements or other federal law and State Requirements or other state law applicable to the

Land and/or the Facility, or Grantee's use of them, such that Grantee cannot reasonably comply

with both Federal Requirements or other federal law and State Requirements or other state law.

Grantee shall not be deemed to be in 'default' under this Easement (as defined in Paragraph

15.A hereof) if Grantee does not comply with State Requirements or other state law until a

resolution of the conflict is, and Grantee's obligations are, finally determined by negotiation or

agreement among Grantee and the relevant agencies or by a court of competent jurisdiction

and last resort; provided that Grantee shall comply with rulings of a court of competent

jurisdiction during the pendency of such conflict, unless such ruling(s) is appealed to, stayed by

or otherwise abated by a court of competent jurisdiction or by operation of law.

-11,



If there is a dispute over whether Federal Requirements or other federal law or State

Requirements or other state law apply to the to the Land and/or the Facility, or Grantee's use of

them, Grantee shall not be in 'default under this Easement (as defined in Paragraph 15.A

hereof) if Grantee does not comply with State Requirements or other state law during the

pendency of the dispute, provided that Grantee shall comply with rulings of a court of

competent jurisidiction during the pendency of such conflict, unless such ruling(s) is appealed

to. stayed by or otherwise abated by a court of competent jurisdiction or by operation of law.

Grantee shall pay the costs and expenses. and shall bear any liability related to,

resolution of conflicts between, and disputes regarding the applicability of. Federal

Requirements or other federal law and State Requirements or other state law.

GRANTOR:

NEW MEXICO COMMISSIONER OF PUBLIC LANDS

By: / t 42

Patrick H. Lyons, Commissioner

GRANTEE:

LOUISANA ENERGY SERVICES, L.P.

By: SEE ATTACHED SIGNATURE AND
ACKNOWLEDGMENT PAGE

Exhibits

Exhibit A - Land subject to this Easement

Exhibit B = ImDrovements
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SIGNATURE PAGE - EASEMENT

LOUJISIAVK NERGY SERVJ , L.P.

By: Z g o
Its:__. James Ferland, President_

, oe <TVurn b'

) ss.
ICOUNTY OF

The foregoing instrument was acknowledged before me this ;26 day of
act ./ Y S. 2003, by E. James Ferland, President of LOUISIANA ENERGY

SERVECES, LP., a Delaware limited partnership, on behalf of said limited partnership.

My Commission Expires:

12//%/z 7
�6�

BUC-
NOTARY PUBLIC
ROXANNE B. RIKER

Dist of Cokxds
0*Dfsd EM M&A
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FOR STATE OF NEW ME iCO LAND

TOWNSHIP 21 SOUTH. RANGE 38 EAST, N.M.P.M.
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IXCAL D9SCRIrTION

A ?ARCELOI LAND WrMIIN SECllON 32, TOWNSIIP 21 SOUTI!. RANGE 38 AST, NW ME7UCO PRINCIPAL
MERIDIAN, LCA UNTY, NEW MEXIOO.

HF:GINNIC et the onc-quasiet otceir betwinu Sections 31 and 32, (a found OLO brass cap on a 2.nch hiron ppe);

TllNCE N0093F27W along besecton line bettwee Sections 31 an 32 a distance ar263337 feet to ut coiner or Sections 29.
32.31 and 30, (i fuund GLO bri cap an a 2 iccb Innmpipe);

TilENCE N8913S'B along the section line between $sctions 29 and 32 a distancocr2640.69 fict to a set 518 ineb rebar with a
2.inchalumnlonn cap markted MUTIL PLS 13239';

TILENCE N39'1 SUE along the ection line between sections 29 a 32a distance ot2640.69 feet to the coiner ofSections 23,
33,32 and 29, (a found 0LO brass cap on a 2-inch Iron pipe), ;

TIIIINCI; S00639'20'; along tMe section line between Sctios -32 miii 33 a distance of 2640.49 fcet to the ouc-quanercrtna
between Sections 32 and 33, (a found 01.0 brus cap on a 1inch kron pipe);

TUiNCE 5004 1'56E alung the section line between Sections 32 and 33a distance of 2324.52 feet to a found raikoud kion
mrknung tie uigzlt-of-way far New Mexico Statn Highway No. 234; from whrecn the coiner or Sections 33 and 32 orTowuship
21 South, Range 38 Mast, and Sections 4 aud 5 of Township 22 South, Range 38 ast (a found 1/2-inch reher) bea SOO '41'56'13
a distance of 340.08 feet;

111 [NCE NUO'%l'49'W aiour. tdhe observed northerly right-ct-way line of New Mzico State Highway No. 234 a distance of
S377.12 reet to a paint of loeersecun With the setion lin between Sections 31 and 32 (set 518-Inch rebar with a 2-inch aluminunm
cap maked 'MUT131rLS 13239'); fioms whence the cIle nrofSoctio 31 and 32 orTownship 21 South, Range 33 East, and
Sections 6 and 5 of ownship 22 South, Range 38 East (a found OLO ban sap on a 24neli hodpipe) bean SOO '3516'E a
distance of 1321.66 feet;

THENCE N0035'161W along tbe section line between Sections 31 end 32 a distance of 1345.14 to the POINT OF BEGINNING

Said Parcel CONTAINS 542180 ACRE mor or leau

CERTIFICATE 0F SURVEY-
"f, Danicl IL Muth, Ncw Mexico PloresSional Surveyor, hereby certify that this Boundary Survey Plat
was prepared from au actual ground survey performed by me or under my supervision, that this survey
is truc and correct to the bcst otfmy knowledge and belief, that this Boundary Survey Plat anti the field
survey upon vhich it is based meet the Minimum Standards for Surveying in New Mexico, and that this
survey is not a land divisioa or subdivision as defined In the Ncw Mexico Subdivision AcL This is a
Boundary Survey Plat of an existing trctl or tracts.

Daicl IL MuIth NMPS11 13239 Date J J -T;

* ., l' .9 CJ.;
rn zz

rde rwned me tn ' L 2° 0

At ouG G~j

or j&..D1y De"au
37 (a'. 6dlUt-) .Dept

MNEMO~ WNORMAK17ON PLAT OF UOUNDALY SURVEY FORPETTnKCITWAND ASSOCIATlS FOR couNTY a.D GL EN VIROMMENTAL INC.
Vallm" 42 00 MEADO0WLARK LA NC

T 1 01J4/2003 fto]mi) 0WM`A~oNU RIO PANCUO. NE, WMEX1CO 87124
LAT QUM3'n2239 "lo' 2001074 O1P.NDY: .15iNiO-H

ointtmolevii-200) OATS 0? SJZYY OW a aw PntmommU)O'sl72IIBhi4rg
F v I 0 '' DESCR " UmtR I____I___I________________3 al
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NEW MEXICO STATE
COMMISSIONER OF PUBLIC LANDS

AGREEMENT REGARDING LAND USE RESTRICTION OR CONDITION

This Agreement Regarding Land Use Restriction or Condition ("Agreementr) is entered
into effective August 22. 2003 by and between the New Mexico Commissioner of Public Lands
(together with its successors and assigns, 'Commissioner) and Louisiana Energy Services,
L.P.. a Delaware limited partnership (together with its successors and assigns, 'LES") whose
address is 1133 Connecticut Ave. NW, Suite 200, Washington, D.C. 20036.

RECITALS

A. On August 22, 2003. the Commissioner executed Grant of Easement and Right
of Way No. 28583 pursuant to which the Commissioner granted to LES an easement and right-of-
way over, on and to the land described in Exhibit A to this Agreement ('Land").

B. Paragraph 6.C of the Grant of Easement and Right of Way provides that, subject
to certain terms and conditions, the Commissioner shall execute and record in the records of the
State Land Office a Land Use Restriction or Condition that provides that, absent LES's prior
written consent, (i) the Commissioner shall neither exercise the Commissioner's rights under
Paragraph 6.B(1) of the Grant of Easement and Right of Way nor exercise the Commissioner's
right to lease or otherwise dispose of or encumber the Land or any interest incident thereto, for
any purpose, or grant additional easements, rights-of-way and grants across, under or over the
Land, Including without limitation, the development of any sand and gravel, coal, caliche, humate,
oil and gas or other minerals and (ii) there shall be no surface disturbance of the Land and no
right to explore for, mine, develop and/or produce oil, geothermal resources, gas and/or minerals
during the term of the Grant of Easement and Right of Way.

C. The Commissioner and LES are entering into this Agreement pursuant to
Paragraph 6.C of the Grant of Easement and Right of Way.

AGREEMENT

NOW, THEREFORE, FOR GOOD AND ADEQUATE CONSIDERATION, THE RECEIPT AND
SUFFICIENCY OF WHICH IS ACKNOWLEDGED, THE COMMISSIONER AND LES AGREE:

1. Absent LES's prior written consent, (I) the Commissioner shall neither exercise the
Commissioner's right to explore for, mine, develop and produce minerals such as sand and
gravel, coal, caliche, humate, oil and gas or other minerals related to the Land nor exercise the
Commissioner's right to lease or otherwise dispose of or encumber the Land or any interest
incident thereto, for any purpose, or grant additional easements, rights-of-way and grants across,
under or over the Land, including for the development of any sand and gravel, coal, caliche,
humate, oil and gas or other minerals and (ii) there shall be no surface disturbance of the Land
and no right to explore for, mine, develop and/or produce oil, geothermal resources, gas and/or
minerals related to the Land during the term of the Grant of Easement and Right of Way.

2. As good and adequate consideration for this Agreement, LES shall pay to the
Commissioner Five Thousand and no/100 Dollars ($5,000.00) per year, beginning on August 22
of 2008 and continuing on August 22 of each year thereafter up to and including August 22 of
2037, or of each year in succession thereafter during which Grantee occupies and uses the Land,
unless the Grant of Easement and Right of Way is earlier terminated or relinquished.

3. This Agreement shall be recorded In the records of the State Land Office and in the real
property records of Lea County, New Mexico.

H:\NJA\l4275\43468docs\LURCNJA 11-19-03.doc



4. The term shall begin on the date on which the Commissioner executes this Agreement
and shall end on August 22, 2038, or so long thereafter as LES occupies and uses the Land,
unless the Grant of Easement and Right of Way is earlier terminated or relinquished; provided
that if the Grant of Easement and Right of Way is terminated by a sale or exchange of the Land to
LES or to Lea County, New Mexico, (a) both the restrictions and conditions in this Agreement and
LES's obligation to pay the consideration therefor in the amount, and for the time, set forth in this
Paragraph shall survive and (b) the Instrument conveying the Land shall expressly recite the
restrictions set forth In this Agreement.

5. If a court of competent jurisdiction determines that a provision or provisions of this
Easement is or are invalid or illegal, such determination shall not invalidate or render
unenforceable any other provision hereof; provided, however, that if enforcement of this
Easement absent such invalid or unenforceable provision(s) would destroy an essential purpose
of this Easement, then this Easement shall be deemed modified to the extent necessary to make
this Easement valid or enforceable consistent with its true intent.

6. This Agreement shall be binding upon, and shall inure to the benefit of, the
Commissioner and LES and their respective assigns and successors In Interest

Executed In duplicate.

NEW MEXICO COMMISSIONER OF PUBLIC LANDS

By: _ _ _ _ _ _ _ _ _ _ _ _ _ _

Patrick H. Lyons, Commissioner

THIS SPACE INTENTIONALLY LEFT BLANK
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LES SIGNATURE PAGE FOR LURC

LOUISANA ENERGY SERVICES, L.P.

,,C James Ferland, Pi

DISTRICT OF COLUMBIA )
) 55.

This Instrument was acknowledged before me on November jj ,.2003 by E. James
Ferland, President of LOUISIANA ENERGY SERVICES, L.P. a Delaware limited partnership.

. YAA2.
NOTARY PUBLICU

My commission expires:

Exhibit A Land subject to this Agreement
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GL ENVIRONMENTAL INC.

APPLICATION

I

FOR STATE OF NEW MEXICO LAND

TOWNSHIP 21 SOUTH, RANGE 38 EAST, N.M.P.M.

SECTION 32
NE1/4-NE1/4
NWl/4-NEI/4
SW1/4-NEI/4
SE1/4-NE1/4
NEI/4-NW1/4
NWI/4-NWI/4
SWI/4-NW1/4
SEl/4-NW1/4
NE1/4-SE1/4
NW1/4-SE1/4
SWI/4-SEI/4
SEI/4-SEI/4
NEI/4-SW1/4
NW1/4-SWI/4
SWIl/4-SWI/4
SEI/4-SW1/4

LEA COUNTY, NOW MEXICO

Exhibit A
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LEGAL DESCRl1TION

A PARCEL OF LAND WIMUN SlECTION 32, TOWNSIIIP 21 SOUTlH RANGE 3S EAST NEW MEXICO PRINCIPAL
MERIDIAN, LEA COUNTY, NEW MWXICO.

UEGINNIG at the oue-quarter cOtUcr betwccn Sections 31 and 32, (a found GLO brass cap oo a 2-inch Iron pipe);

T llENCE N(K)3822W along tbc section line bctweea Sections 31 an 32 a distancc or2638.37 feet to the corner of Sections 29,
32,31 and 30, (i found GLO brass cap on% a 2-inch iron pipe);

TIIIINCE N8991 8IISi along the scction line between sections 29 and 32 a distance of 2640.69 feet to a set 518-inch webar with a
2-inch sluuinwni cap marked 'MUTH I'LS 13239";

ilIENCE N89`1 8t08" alung tij section line bctveco sections 29 and 32 a distance of 2640.69 feet to tlc corucr of Sections 2i.
33.32 and 29, (a found GLO brass cap on a 2-inch i1on pipe);

1111ENCE S00"3920"E along tine section line between Sections 32 and 33 a distance of 2640.49 feet to the one-quater comer
lictwccn Sections 32 and 33. (a found GLO brass cap on a I-inch iron pipe);

TIHENCE So(14 1'S6"E aInug the section line between Sections 32 and 33 a distance of 2324.S2 feet to a found raitronal iron
nnnarkiug tUic tight-of-way for Ncw Mcxico State Highway No. 234; from whence the corner of Sections 33 and 32 orTownship
21 Soutis Rtitng it Fast, Xard Scctlons 4 and 5 orTownship 22 South, Range 38 East (a found 112-Inch rebar) bears SOO *4 156"
a distaucc of 340.08 feet;

Tlll NC:I' N8091049"W along tIhe observed nortuerly right-or-way line of New Mexico State Highway No. 234 a dist nce of
5377.12 fcct to a point of iotcrscction with thie section line between Sections 31 and 32 (set 5/8-Inch rcbar with a 2-inch alunuinumn
cap markcd MLJTM I MlLS 13239"); fionm whence the the comer of Sections 31 and 32 of Township 21 South, Range 3t East, and
Scetions 6 and 5 otTowunsip 22 South, Range 38 East (a found OLO brus cap on a 2-ich iron pipe) bean SO0 3Y) -E a
distance of 1321.66 fcct;

TliENCE N0003516"W along the section line between Sections 31 and 32 a distance of 1345.14 to the rOINT OPF EO[NNINO

Said Pacel CONTAINS 542.80 ACRES Wore or less

CERTIFICAT1r OF SURVE Y-
"l, Danicl It. Muth, Ncw Mcxico Profcssional Surveyor, hereby certlry that thi taoundary Survcy }lat
was prcpared from an actual ground survey performed by mc or under my supervision, that this survey
is trite and corrcet to the best of my knowlcdge and belief, that this Boundary Survey Plat and the ficld
survcy upon which it is bascd mcct thc Minimum Standards for Sutrvying in aew Mcxico, and that this
%urvcy is not a laud division or subdivision as defined in the New Mexico Subdivision Act. This is a
lioundary Stlivcy P'lat of all existing tract ur tracts.

l)anicl l~. MtIln NMPSI/ 13239

5 V a1rr~w~aecmns here by certify that this Ingi-rit w~l
rild 10rled

The (.D.yr.... .20..3 A.Dt

FAl U St _ k JL

By 7Ifl,,I A J ' *wt C

Dy 4 ZO t ,Peii I
PETTIGPE WAND ASSOCIAMTES

"'lt LOCES 10,02n1.1CM.5S

GL ENVIRONMENTAL JNC.
4200 M"ADOWLAuI81NEDrsniare-u tr'JJ~IM~ICO 87124





ASSIGNMENT

This Assignment (the "Assignment") is entered into as of the date of execution

by all parties hereto by and between, as assignor, Louisiana Energy Services, L.P., a

Delaware limited partnership with an address of One Sun Plaza, 100 Sun Lane NE, Suite

204, Albuquerque, New Mexico 87109 ("LES" or "Assignor"), and, as assignee, Lea

County, a political subdivision of the State of New Mexico acting through its Board of

County Commissioners on behalf of Lea County (collectively, the "County" or

"Assignee"). Assignor and Assignee agree as set forth below.

RECITALS

A. By the terms of that certain State of New Mexico Commissioner of Public

Lands Grant of Easement and Right of Way effective August 22, 2003 (collectively, the

"Easement"), recorded on January 22, 2004, in the real property records of Lea County,

New Mexico, in Book 1j79, at Pages 8 i- AD5 , as Document No.

6t0517 , the New Mexico Commissioner of Public Lands (together with

successors and assigns, the "Commissioner" or "Grantor"), in his capacity as trustee of

the land trust established by the Enabling Act (Act of June 20, 1910, 36 Statutes at Large

557, Chapter 310) and that trust's assets (the land trust and its assets, collectively referred

to as the "Trust'), granted to LES (together with its successors and assigns, "Grantee"),

an easement and right of way in and to the real property described in Exhibit "A"

attached to this Assignment.

B. In Paragraph 11 of the Easement, the Commissioner as "Grantor ...

consents to ... Grantee's [LES'] assignment of [the] Easement, or a leasehold or other

interest in [the] Easement, to [the County] and to the County's grant to Grantee [LES], or

1:\dbm\ I 4275t43SS2\assignmcnLDBMchanges.cdt.S.doc



its designee, of a lease, licehse, permit or other authorization to use the Easement, or such

interest in the Easement, for the purposes authorized in [the] Easement and pursuant to

both the County Industrial Bond Revenue Act, Chapter 4, Article 59 NMSA 1978, as

amended [(the "Industrial Bond Revenue Act")], and other applicable law, if any;

provided, that such assignment shall not diminish, alter, or affect Grantee's [LES'] duties,

liability, or responsibilities under [the] Easement .... "

C. In connection with an industrial revenue bond to be issued by the County

for the benefit of LES under the Industrial Bond Revenue Act, LES has determined to

assign certain of its interests in the Easement to the County, for the purposes authorized

in the Easement, as consented to by the Commissioner in Paragraph 11 of the Easement.

NOW THEREFORE, LES, as Assignor, hereby assigns, grants, transfers, and sets

over to the County, as Assignee, all of the interest of LES in the Easement, as consented

to by the Commissioner in Paragraph 11 of the Easement, for the purposes authorized in

the Easement, including, without limitation, for the purpose of the construction and

operation of a gas centrifuge uranium enrichment facility by LES as agent for the County,

as more particularly described in Paragraph 4 of the Easement, subject to the reservations

set forth in the Easement and in the following paragraph, with the understanding that the

County shall lease back all its interest in the Easement to LES under the terms of that

certain Lease and Purchase Agreement dated January 22, 2004, between the County and

LES.

This Assignment is subject to Assignor's reservation onto itself of the following

interests in and under the Easement, which are not assigned, granted, or set over to the

I:\dbm\ 4275\43882\assignmenLDBMchanges.edt.8.doc



County hereunder and which interests therefore are not transferred to the County

hereunder, but, rather, are reserved and retained by LES:

a. Rights of LES under Subparagraph C of Paragraph 6 of the Easement and

under that certain Land Use Restriction or Condition, referred to in said

Subparagraph C, entered into effective August 22, 2003 between LES and

the Commissioner recorded in the real property records of Lea County,

New Mexico, in Book 1219, at Pages 4tlo - 412 , as Document

No. SD jJ; and

b. Rights of LES, as set forth under Paragraphs 9, 11, 12,13,16,17, 18, and

26 of the Easement.

Under this Assignment, LES is assigning, granting, transferring, and setting over

to the County certain of its interests as described hereinabove, provided that LES has not

assigned or delegated any of its duties, liabilities or responsibilities under the Easement to

the County, and upon consummation of this Assignment, none of LES' duties, liabilities

or responsibilities under the Easement shall be diminished, altered or affected by the

terms of this Assignment.

I:%dbm\ 14275\438 \assignment.DBMchanges.edt.8.doc



ASSIGNOR:

LOUISIANA ENERGY SERVICES, L.P.,
a Delaware limited partnership

By: /

E. J es Ferland
President and Chief Executive Officer

Date: January 20, 2004

ASSIGNEE:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting throu h its Board County Commissioners

By:
Harry Te e
Chairman of the Board of County
Commissioners

Date: January 20, 2004

I:\dbm\14275\43g82\assignmentDBMchanges.edt.S.doc



STATE OF NEW MEXICO )
) ss.

COUNTY OF. 5,g, )

This instrument was acknowledged before me on Januarya, 2004, by E. James
Ferland, as President and Chief Executive Officer of Louisiana Energy Services, L.P., a
Delaware limited partnership.

Notary Public
.

- . ** .
My commission expires:
S~f /r

S FATE OF NEW MEXICO
) ss.

COUNTY OF eg%7j

This instrument was acknowledged before me on January53 2004, by Harry
Teague. as Chairman of the Board of County Commissioners of Lea County, New
Mexico, a political subdivision of the State of New Mexico acting through its Board of
County Commissioners.

Notary Public
My commission expires:

..

.. .

.r .. ,

I:\dbm\l 427.U43882\assignmentDBMchanges.edt.S.doc



EXHIBIT A

DESCRIPTION OF PROJECT SITE

The Project Site consists of the following:

A parcel of land within Section 32, Township 21 South, Range 38 East, New Mexico
Principal Meridian, Lea County, New Mexico.

BEGINNING at the one-quarter corner between Sections 31 and 32 (a found GLO brass
cap on a 2-inch iron pipe);

THENCE N00038'22"W along the section line between Sections 31 and 32 a distance of
2638.37 feet to the corner of Sections 29, 32, 31 and 30 (a found GLO brass cap on a
2-inch iron pipe);

THENCE N89018'08"E along the section line between sections 29 and 32 a distance of
2640.69 feet to a set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH PLS
13239";

THENCE N 89018'08"E along the section line between sections 29 and 32 a distance of
2640.69 feet to the corner of Sections 28, 33, 32 and 29 (a found GLO brass cap on a
2-inch iron pipe);

THENCE S00039'20"E along the section line between Sections 32 and 33 a distance of
2640.49 feet to the one-quarter corner between Sections 32 and 33 (a found GLO brass
cap on a 1-inch iron pipe);

THENCE S00041'56"E along the section line between Sections 32 and 33 a distance of
2324.52 feet to a found railroad iron marking the right-of-way for New Mexico State
Highway No. 234; from whence the corner of Sections 33 and 32 of Township 21 South,
Range 38 East, and Sections 4 and 5 of Township 22 South, Range 38 East (a found
1/2-inch rebar) bears S00°41 '56"E a distance of 340.08 feet;

THENCE N80010'49"W along the observed northerly right-of-way line of New Mexico
State Highway No. 234 a distance of 5377.12 feet to a point of intersection with the
section line between Sections 31 and 32 (set 5/8-inch rebar with a 2-inch aluminum cap
marked "MUTH PLS 13239"); from whence the corner of Sections 31 and 32 of
Township 21 South, Range 38 East, and Sections 6 and 5 of Township 22 South, Range
38 East (a found GLO brass cap on a 2-inch iron pipe) bears S00o35'I 6"E a distance of
1321.66 feet;

THENCE N00035' 16"W along the section line between Sections 31 and 32 a distance of
1345.14 to the POINT OF BEGINNING.
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Kimberly Dennis

From: Kimberly Dennis
Sent: Monday, January 05, 2004 5:48 PM

> To: 'jbemis~slo.state.nm.us'
Cc: Donald Monnheimer, Brian Lematta; Nancy Appleby; Catherine Goldberg
Subject: Grant of Easement and Right of Way from the State Land Office to Louisiana Energy

Services, L.P.

(sent by Kim Dennis on behalf of Donald Monnheimer)

Dear John,

Thank you for visiting with me last week regarding the proposed assignment of certain rights of Louisiana
Energy Services, L.P. ("LES") under the Grant of Easement and Right of Way ("Easement"), in connection with
the proposed Industrial Revenue Bond transaction for the LES Project in Lea County. As you know, paragraph
I 1 of the Easement sets forth the consent of the Commissioner of Public Lands ("Commissioner") to the
assignment of LES's interests under the Easement for the purposes authorized under the Easement and pursuant
to the County Industrial Revenue Bond Act and other applicable law.

In furtherance of this paragraph and in contemplation of the closing of the Industrial Revenue Bond transaction,
we are requesting that State Land Office review the attached form of assignment ("Assignment") and advise us
of any comments the Commissioner may have based on the assignment provisions of the Easement.

In other words, we are not asking that the Commissioner consent or approve the proposed assignment
transaction, rather we are asking only that the Commissioner review the form of Assignment to see if its terms

K. and provisions are consistent with the assignment provisions of the Easement.

We would appreciate a short letter or other writing advising that the form of Assignment is acceptable or not
objectionable to the Commissioner.

We would appreciate your prompt response since the closing of the Industrial Revenue Bond transaction is
scheduled for the week after next.

Thank you very much,

Don

Donald B. Monnheimer
Rodey, Dickason, Sloan, Akin & Robb, P.A.
Albuquerque Plaza, Suite 2200
201 Third Street NW (87102)
P.O. Box 1888
Albuquerque, New Mexico 87103-1888
Phone: (505) 766-7556
Fax: (505) 768-7395
E-mail: dbmrrodey.com
Website: www.rodey.com
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ASSIGNMENT

This Assignment (the "Assignment") is entered into effective as of

2004, by and between, as assignor, Louisiana Energy Services, L.P., a Delaware limited

partnership with an address of 1133 Connecticut Ave. NW, Suite 200, Washington, DC

20036 ("LES" or "Assignor"), and, as assignee, Lea County, a political subdivision of

the State of New Mexico, acting through its Board of Commissioners, and including the

Board of Commissioners of Lea County, as it is acting on behalf of Lea County

(collectively, the "County" or "Assignee"). Assignor and Assignee agree as set forth

below.

RECITALS

A. By the terms of that certain State of New Mexico Commissioner of Public

Lands Grant of Easement and Right of Way (collectively, the "Easement"), the New

Mexico Commissioner of Public Lands (together with successors and assigns, the

"Commissioner" or "Grantor"), in his capacity as trustee of the land trust established by

the Enabling Act (Act of June 20, 1910, 36 Statutes at Large 557, Chapter 310) and that

trust's assets (the land trust and its assets, collectively referred to as the "Trust'), granted

to LES (together with its successors and assigns, "Grantee"), an easement and right of

way in and to the real property described in Exhibit "A" attached to this Assignment (the

"Property"). The Easement was recorded on January , 2004, in the real property

records of Lea County, New Mexico, in Book __, at Pages - ,as

Document No.

B. In Paragraph 11 of the Easement, the Commissioner as "Grantor ...

consents to ... Grantee's [LES'] assignment of [the] Easement, or a leasehold or other
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interest in the Easement, to [the County] and to the County's grant to Grantee [LES], or

its designee, of a lease, license, permit or other authorization to use the Easement, or such

interest in the Easement, for the purposes authorized in the Easement and pursuant to

both the County Industrial Bond Revenue Act, NMSA 1978, §§ 59-4-1 as amended

[("Industrial Bond Revenue Act")], and other applicable law, if any; provided, that such

assignment is not to diminish, alter, or affect Grantee's [LES'] duties, liability, or

responsibilities under [the] Easement."

C. In connection with industrial revenue bonds to be issued by the County for

the benefit of LES under the Industrial Bond Revenue Act, LES wishes to assign certain

of its interests in the Easement to the County, for the purposes authorized in the

Easement, as consented to by the Commissioner in Paragraph 11 of the Easement.

NOW THEREFORE, LES, as Assignor, hereby assigns, grants, transfers, and sets

over to the County, as Assignee, all of the interest of LES in the Easement, as consented

to by the Commissioner in Paragraph 11 of the Easement, for the purposes authorized in

the Easement, including, without limitation, for the purpose of constructing and operating

a gas centrifuge uranium enrichment facility ("Facility"), as more particularly described

in Paragraph 4 of the Easement, subject to the reservations set forth in the Easement and

in the following paragraph, with the understanding that the County shall lease back all its

interest in the Easement to LES under the terms of that certain Lease and Purchase

Agreement dated , 2004, between the County and LES (the "Financing

Lease").

This Assignment is subject to Assignor's reservation onto itself of the following

interests in and under the Easement, which are not assigned, granted, or set over to the
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County hereunder and which interests therefore are not transferred to the County

hereunder, but, rather, are reserved and retained by LES:

a. Rights of LES under Subparagraph C of Paragraph 6 of the Easement and

under that certain Land Use Restriction or Condition, referred to in said

Subparagraph C, entered into effective August 22, 2003 between LES and

the Commissioner; and

b. Rights of LES, as set forth under Paragraphs 9, 11, 12, 13, 16, 17, 18, and

26 of the Easement.

Under this Assignment, LES is assigning, granting, transferring, and setting over

to the County certain of its interests as described hereinabove, provided that LES has not

assigned or delegated any of its duties, liabilities or responsibilities under the Easement to

the County, and upon consummation of this Assignment, none of LES' duties, liabilities

or responsibilities under the Easement shall be diminished, altered or affected by the

terms of this Assignment.
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ASSIGNOR:

LOUISIANA ENERGY SERVICES, L.P.,
a Delaware limited partnership

By:
. [name]
.[title]

ASSIGNEE:

LEA COUNTY, a political subdivision of the State of New Mexico

BY BOARD OF COMMISSIONERS OF LEA
COUNTY, NEW MEXICO

By:
[name]

Chair of the Board of Commissioners
of Lea County, New Mexico
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STATE OF )
) ss.

COUNTY OF )

This instrument was acknowledged before me on , 2004, by
, as , of Louisiana Energy Services, L.P.,

a Delaware limited partnership.

Notary Public
My commission expires:

STATE OF )
) ss.

COUNTY OF )

This instrument was acknowledged before me on , 2004, by

as Chair of the Board of Commissioners of Lea County, New

Mexico.

Notary Public
My commission expires:
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Kimberly Dennis

From:
v. Sent:

To:
Cc:
Subject:

Hughes, Steve [shughes~slo.state.nm.us]
Wednesday, January 07, 2004 8:23 AM
Kimberly Dennis
Hoyt, Matthew; Bemis, John
Proposed form of Assignment

Kimberly: John Bemis has moved up to become the Assistant Commissioner of
the Oil, Gas and Minerals Division. The L.E.S. matter has been assigned to
me. He forwarded to me your proposed form of an Assignment of the Easement
from L.E.S. to the County. I have reviewed it and find it unobjectionable.
Please let me know if you require further comment.
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BILL OF SALE

This Bill of Sale (this "Bill of Sale") is made this 22nd day of January, 2004 by Louisiana
Energy Services, L.P., a Delaware limited partnership that is registered to transact business in
New Mexico (the "Company"), in favor of Lea County, New Mexico, a political subdivision of
the State of New Mexico acting through its Board of County Commissioners (the "Issuer").

For good and valuable consideration, the Company gives, grants, bargains, sells,
transfers, sets over, assigns, conveys, releases, confirms and delivers to the Issuer all right, title
and interest of the Company in and to the Equipment (as that term is defined in the Lease and
Purchase Agreement dated as of the date hereof (the "Lease") between the Company and the
Issuer) now owned or to be hereafter acquired by the Company to be used in connection with the
Project, subject to the Issuer's right and obligation to reconvey the Equipment to the Company in
accordance with the terms of the Lease.

This Bill of Sale is binding upon and inures to the benefit of the successors and assigns of
the Issuer and the Company.

This Bill of Sale is governed by, is to be interpreted under, and construed and enforced in
accordance with, the laws of the State of New Mexico.

LOUISIANA ENERGY SERVICES, L.P.

By: Z

E. Jaies Ferland
President and Chief Executive Officer

I:1dbmIt42751438821bill ofsale v3.doc
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THIS BOND HAS NOT BEEN REGISTERED UINDER THE SECURITIES ACT
OF 1933, AS AMENDED. OR UNDER ANY STATE SECURITIES LAW? AND
IS TRANSFERABLE ONLY UPON COMPLIANCE WITH THE INDENTURE

AND PROVISIONS OF FEDERAL AND STATE SECURITIES LAWS
APPLICABLE TO THE TRANSFER AT THE TIME OF THE TRANSFER

No. R-I Up to S 1.800,000,000

United States of America
State of New Mexico

Lea County. New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

MATURITY DATE ISSUE DATE

January 22, 2034 January 22. 2004

LEA COUNTY, NEW MEXICO, a 'l sion of the State of New Mexico,
duly organized and existing under the co a w s of the State of New Mexico acting
through its Board of County Commiss n (tl'ssuer"), for value received, promises to pay,
solely from the source described be to Series 2004, LLC, a Delaware limited liability
company (together with its suc and signs, and permitted transferees, the "Purchaser"),
on the Maturity Date, One undred Million Dollars (subject to prior optional or
mandatory redemption and~ ri low) or so much of such amount as has been advanced by
the Purchaser and is ,jng d interest thereon as hereinafter provided. Amounts advanced
with respect to this oh ear interest from the dates such advances are made at 5% per
annum. Interest on B will be computed on the basis of a 360-day year consisting of
twelve 30-day months d the obligation to pay interest shall continue until payment in full of
the principal amount thereof. Advances made with respect to this Bond shall be subject to the
terms and conditions set forth in the Bond Purchase Agreement and the Indenture (as those
instruments are identified below). Interest on principal amounts outstanding under this Bond
shall be payable on each anniversary of the Issue Date commencing January 22, 2005 until and
including the Maturity Date (each an "Interest Payment Date"). The entire principal amount of
this Bond shall be payable in one payment on the Maturity Date. Payment of the principal of and
interest due on the Maturity Date will be made upon presentation and surrender of this Bond for
cancellation at the principal offices of the Company (as defined below). This Bond is subject to
prior redemption at the times and at the redemption prices specified in the Indenture.

This Bond was dulv authorized and is issued under and pursuant to the constitution and
laws of the State of New Mexico. particularly Chapter 4, Article 59 NNISA 1978, as amended
(the "Act"). and under and pursuant to Ordinance No. 58, duly adopted by the Issuer. This Bond



has been issued by the Issuer in connection with an industrial revenue bond project pursuant to
the Act as described below.

The principal of. interest on and redemption price of this Bond are payable by the Issuer
solely from the proceeds of the Bond and certain revenues derived by the Issuer from the leasing
and sale of a commercial project under and pursuant to a Lease and Purchase Agreement dated
the Issue Date (the "Lease") between the Issuer and Louisiana Energy Services. L.P., a Delaware
limited partnership that is registered to transact business in New Mexico (the "Company"), which
Lease pertains to the acquisition. construction and installation of a facility by the Company as
agent for the Issuer that will enrich uranium to be used to generate electricity as a service to the
nuclear power plant industry. to be located in Lea County,kew Mexico and not within the
boundaries of any incorporated municipality within Lea un, (the "Project"), and which
proceeds and revenues have been pledged and assign b Nt essuer to the Purchaser under an
Indenture dated the Issue Date (together with any e and supplements, the "Indenture")
among the Issuer, the Purchaser and Bank of Al u N.A., as depository (the
"Depository").

Reference is made to the Inden!t e e, and the Bond Purchase Agreement (as
defined in the Indenture) for the pro ions, ng others, with respect to the custody and
application of the proceeds of the a fth;ond, the collection and disposition of income and
other revenues, restrictions on efis Bond, a description of the revenues pledged and
assigned to the payment of cip of, interest on and redemption price of this Bond, the
nature and extent of the s *s Bond, the terms and conditions under which this Bond is
issued and amounts to, adv ed with respect to this Bond by the Purchaser, and the rights,
duties and obligations os uer, the Company, the Purchaser and the Depository. By
accepting this Bond, the hakder accepts and undertakes to perform all of the obligations of the
Purchaser.

This Bond is a special limited obligation of the Issuer payable by the Issuer solely from
funds or property available under the Lease and the Indenture that have been pledged and
assigned to the Purchaser to secure payment hereof.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE
OF NEW MEXICO OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE
ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR
REDEMPTION PRICE OF THIS BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THIS BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE OF NEW MEXICO.
THIS BOND WILL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY
LIABILITY OF THE STATE OF NEW MEXICO OR ANY OF ITS POLITICAL
SUBDIVISIONS. INCLUDING THE ISSUER. OR A CHARGE AGAINST THEIR GENERAL
CREDIT OR TAXING POWERS.

This Bond may be called for redemption. as provided in the Indenture. at the option of the
Company in whole or in part on any date selected by the Company. at a redemption price equal



to the principal amount to be redeemed plus interest accrued on such principal amount to the
redemption date.

If a Default (as defined in the Indenture) occurs, the Bond shall be subject to mandatory
redemption if the Purchaser declares all unpaid principal of and interest on the Bond to be
immediately due and payable as provided in the Indenture. Neither the Issuer nor the Depository
has any responsibility to act on behalf of the Purchaser with respect to any Default. The Bond
also shall be subject to mandatory redemption upon notification by the Company that the NRC
License (as defined in the Lease) will not be issued in conn tion with the Project.

The Purchaser is authorized to endorse on S ached hereto and made a part of
this Bond, the date and amount of each advance hr pursuant to Section 404 of the
Indenture and each principal payment on and r 10 n part of this Bond and the resulting
principal amount. Failure to make any n ent or any error in such endorsement will
not affect the rights or obligations I C ompany or the Purchaser.

This Bond may bti tle but not in part.

All acts, co i 9ngs required to happen, exist and be performed precedent to
and in the issua s Bo~i and the execution of the Indenture have happened, exist and
have been perf required.

The validity, construction and performance of this Bond are governed by the law of New
Mexico applicable to agreements made and to be performed in New Mexico.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed by its Chairman
of the Board of County Commissioners or Vice Chairman of the Board of County
Commissioners and its seal to be affixed hereto and attested by its County Clerk or a Deputy
County Clerk.

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners

By:
Its: Chairman of the Board of County

Commissioners

(S E A L)

Attest:

Its: County Clerk
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$1,800,000,000
LEA COUNTY, NEW MEXICO

INDUSTRIAL REVENUE BOND
(NATIONAL ENRICHMENT FACILITY PROJECT)

SERIES 2004

ISSUER CERTIFICATE

We, Harry Teague, Melinda Hughes and, only as to paragraph 27, Larry Hanna, Esq.,
certify on behalf of Lea County, New Mexico, a political subdivision of the State of New Mexico
acting through its Board of County Commissioners (the "Issuer"), that we are the duly chosen,
qualified and acting Chairman of the Board of County Commissioners, County Clerk and County
Attorney, respectively, of the Issuer, and that:

1. The Issuer is a governmental subdivision of the State of New Mexico duly
organized and existing pursuant to the constitution and laws of the State of New Mexico and
acting through its Board of County Commissioners, its full name being "Lea County".

2. From January 1, 2003 to and including the date of this Certificate, the following
were and now are the duly chosen, qualified and acting officers or agents of the Issuer:

Commissioners: Harry Teague Chairman, November 20,
2003 to present
Vice Chairman, January 8,
2002 to November 20, 2003

Ross Black Chairman, January 8, 2002 to
November 20, 2003

Gary Schubert Vice Chairman, November
20, 2003 to Present

Zeak Williams
Darrold Stephenson

County Manager: Dennis Holmberg

County Clerk: Melinda Hughes

County Assessor: Shirley Tyler

County Attorney: Larry Hanna, Esq.

3. Attached as Exhibit A is a true, correct and complete copy of the Issuer's
Resolution No. 03-JAN-OOlR, adopted January 7, 2003 that was in effect from January 7, 2003
to January 12, 2004, and Resolution No. 04-JAN-00 IR, adopted January 13, 2004 that is in
effect as of the date hereof (collectively, the "Open Meetings Resolutions"), which resolutions
establish certain public notice procedures pursuant to the Open Meetings Act, Chapter 10,
Article 15 NMSA 1978, as amended.

I:ldbmin4275143882Ussuer certificate v6.doc



4. Attached as Exhibit B is a true, correct and complete copy of the Issuer's
Resolution No. 03-AUG-027R, adopted August 5, 2003 (the "Inducement Resolution"), which
resolution declares the Issuer's intent to issue, subject to the satisfaction of certain conditions, its
Industrial Revenue Bond (Louisiana Energy Services Project) Series 2003, now referred to as its
Industrial Revenue Bond (National Enrichment Facility Project) Series 2004 in an aggregate
principal amount not to exceed $1,800,000,000 (the "Bond") for the benefit of Louisiana Energy
Services, L.P., a Delaware limited partnership that is registered to transact business in New
Mexico (the "Company"), to finance the acquisition, construction and installation of a facility by
the Company as agent for the Issuer that will enrich uranium to be used to generate electricity as
a service to the nuclear power plant industry (the "Project") located within Lea County, and not
within the boundaries of any incorporated municipality within the County.

5. Attached as Exhibit C is a true, correct and complete copy of the Issuer's
Resolution No. 03-AUG-029R, adopted August 19, 2003 (the "PILOT Resolution"), pertaining
to a payment in lieu of taxes.

6. Attached as Exhibit D is a true, correct and complete copy of a certified letter sent
by the County Manager to the Mayor and Commissioners of the City of Hobbs on November 10,
2003 pursuant to Section 4-59-4.1 NMSA 1978 (2003 Supp.). The County received proof of
receipt of the letter by the addressee.

7. Attached as Exhibit E is a true, correct and complete copy of a certified letter sent
by the County Manager to the Lea County Assessor on November 10, 2003 pursuant to Section
4-59-4.1 NMSA 1978 (2003 Supp.). The County received proof of receipt of the letter by the
addressee.

8. Attached as Exhibit F is a true, correct and complete copy of the Affidavit of
Publication of Notice of Public Hearing and Consideration of Adoption of a Bond Ordinance in
The Lovington Daily Leader on November 25, 2003.

9. Attached as Exhibit G is a true, correct and complete copy of the Affidavit of
Publication of Notice of Public Hearing and Consideration of Adoption of a Bond Ordinance in
the Hobbs News-Sun on November 29, 2003.

10. Attached as Exhibit H is a true, correct and complete copy of the Issuer's
Ordinance No. 58 (the "Bond Ordinance"), recorded in the office of the Lea County Clerk on
December 16, 2003 in Ordinance Book 2, at Pages 548-643, authorizing the issuance of the
Bond, which ordinance was duly adopted by the Board of County Commissioners of the Issuer
(the "Board") at a meeting of the Board held on December 16, 2003.

11. Attached as Exhibit I is a true, correct and complete copy of the Affidavit of
Publication of the Notice of Adoption of Ordinance in The Lovington Daily Leader on December
17, 2003.

2
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12. Attached as Exhibit J is a true, correct and complete copy of the Affidavit of
Publication of the Notice of Adoption of Ordinance in the Hobbs News-Sun on December 17,
2003.

13. There is no reason within our knowledge why the Issuer may not deliver the Bond
in maximum aggregate principal amount of up to $1,800,000,000.

14. Subsequent to the adoption of the Bond Ordinance, the Issuer has not pledged or
otherwise encumbered the "Project Property" as defined in the Lease and Purchase Agreement
dated the date hereof (the "Lease") between the Issuer and the Company.

15. No action, suit, proceeding or investigation at law or in equity is now pending or,
to our knowledge, is threatened, in any court or before any board or body, challenging,
restraining or enjoining the issuance, sale, execution or delivery of the Bond, or the validity of
the Bond, the Bond Ordinance, the PILOT Resolution or the Inducement Resolution; nor, to our
knowledge, are the titles of the officers of the Issuer or any of them to their respective offices
being contested; and no proceedings or authority for the issuance, sale, execution or delivery of
the Bond have been or has been repealed, rescinded, revoked, modified, changed or altered by
the Issuer in any manner.

16. Regular meetings of the Board, the governing body of the Issuer, have been held
and are now scheduled to be held at the Lea County Courthouse, 100 North Main Street,
Lovington, New Mexico on the first Tuesday of each month commencing at 9:00 a.m. All action
of the Board with respect to the Bond, the Bond Ordinance, the PILOT Resolution, and the
Inducement Resolution was taken at meetings held in compliance with the Open Meetings
Resolutions.

17. The Board has no rules or procedures that would invalidate or make ineffective
any of the ordinances, resolutions, motions or other actions taken by the Board in connection
with the Bond.

18. The Hobbs Sun-News is a newspaper that maintains an office in the City of
Hobbs and is of general circulation in Lea County and the City of Hobbs.

19. The Lovinzton Daily Leader is a newspaper that maintains an office in the City of
Lovington and is of general circulation in the City of Lovington and the City of Tatum.

20. To our knowledge, no member of the Board or any other officer, employee or
other agent of the Issuer is interested (except in the performance of his official rights, privileges,
powers and duties), directly or indirectly, in the profits of any contract or job or work or services
to be performed pertaining to the issuance of the Bond or the Project.

21. To our knowledge as of the date hereof, (i) no Default (as defined in the Indenture
dated the date hereof (the "Indenture") among the Issuer, NEF Series 2004, LLC, a Delaware
limited liability company (the "Purchaser"), and Bank of Albuquerque, N.A., a national banking
association (the "Depository")) or Event of Default (as defined in the Lease) has occurred and is

3
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continuing with respect to the obligations of the Issuer, and (ii) no event has occurred and is
continuing with respect to the obligations of the Issuer which, with the lapse of time or the giving
of notice or both, would constitute a Default or Event of Default.

22. On or before this date, all actions required to be taken by the Issuer prior to or as
of this date in connection with the Bond, the Bond Ordinance, the Indenture, the Lease and that
certain Bond Purchase Agreement dated the date hereof among the Issuer, the Purchaser and the
Company (the "Bond Purchase Agreement", and together with the Lease and the Indenture, the
"Bond Documents") have been taken, and the Issuer has performed or complied with all
agreements, covenants and conditions required to be performed or complied with by the Bond
Ordinance, the PILOT Resolution, the Inducement Resolution and the Bond Documents as of the
date hereof.

23. Each of the representations of the Issuer set forth in the Bond Documents is true
and correct in all material aspects on and as of the Closing Date (as defined in the Bond Purchase
Agreement), with the same effect as if made on the Closing Date.

24. The Bond Ordinance, the PILOT Resolution, the Inducement Resolution and all
other official action of the Issuer relating to the Bond, the Project and the Bond Documents are in
full force and effect as of this date, and have not been amended, modified, rescinded or
supplemented on or before this date.

25. The Bond and the Bond Documents have been duly executed and delivered on
behalf of the Issuer by the officer of the Issuer whose name, office and true signature appears
below:

Name Office Signature

Harry Teague Chairman,
Board of County
Commissioners

26. Each of the officers of the Issuer whose names, titles and true signatures appear
below is an Authorized Issuer Representative (as defined in the Lease):

Name Office Signature

Harry Teague Chairman,
Board of County
Commissioners

4
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Gary Schubert Vice Chairman,
Board of County
Commissioners

27. No litigation is now pending or, to my knowledge, threatened against the Issuer
which seeks to or does restrain or enjoin the issuance or delivery of the Bond or execution and
delivery of the Bond Documents, or in any manner questions the authority or proceedings for the
issuance of the Bond or the execution and delivery of the Bond Documents.

28. This Certificate may be relied upon by Modrall, Sperling, Roehl, Harris & Sisk,
P.A., as Issuer's Counsel in providing its Opinion of Counsel to the Issuer in connection with the
issuance of the Bond.

29. This Certificate may be relied upon by Rodey, Dickason, Sloan, Akin & Robb,
P.A., in providing its Opinion of Bond Counsel and Opinion of Counsel to the Company and
Purchaser in connection with the issuance of the Bond.

Dated: January 22, 2004

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners

By: z a _
Harry~Tgue d
Chairman, Board of County Commissioners

By:
Melin Hughes
County lerk

Larry Hanna
County Attorney (only as to paragraph 27 of
this Certificate)
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RESOLUTION NO. 03-JAN-OOIR
LEA COUNTY, NEW MEXICO

OPEN MEETINGS AND PROCEDURE

WHEREAS, Section 10-15-1(B) ofthe Open Meetings Act (Sections 10-I-1to 4 NMSA 1978

Comp.) states that, except as may be otherwise provided in the Constitution or the provisions of the Open

Meetings Act, all meetings of a quorum of members of any board, council, commission or other policy

making body of any state or local public agency held for the purpose of formulating public policy,

discussing public business or for the purpose of taking anyaction within the authority ofor the delegated

authority of such body, are declared to be public meetings open to the public at all times; and

WHEREAS, any meetings subject to the Open Mcetings Act at which the discussion or adoption

of any proposed resolution, rule, regulation or formal acti6n occurs shall be held only after reasonable

notice to the public; and
- : . 8 : . . .- , . ,

WHEREAS, Section 10-15-1(C) of the Open Meetings Act requires the Lea County Board of

County Commissioners to determine annually what constitutes reasonable notice of its public meetings;

and

WHEREAS. Section 4-38-12 of the Open Meetings Act allows the County Commission to

establish rules and regulations to govern the transaction of county business in these meetings.

NOW, THEREFORE, BE IT RESOLVED, that:

I. All meetings shall be held at the Commission Meeting Room at the Lea County

Courthouse, Lovington, New Mexico, at 9:00 a.m. or as indicated on the meeting notice.

.2. - Unless otherwise specified, there will be two regular meetings each month. The first

meeting shall be on the first Tuesday of the month. The second meeting date will be set at the close of

the first meeting. Notice of regular meetings will be given at least seven (7) days in advance.

1
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3. Special meetings may be called by the Chairman or a majority of the members upon

twenty-four hours notice.

4. Emergency meetings will be called only under circumstances which demand immediate

action to protect the health, safety and property of citizens. Emergency meetings may be called by the

Chairman or a majority of the members upon twelve (12) hours notice, unless a threat of personal injury,

property damage or substantial financial loss require less notice.

5. For the purposes of regular meetings described in paragraphTwo ofthis resolution, notice

requirements are met if notice of the date, time, place and general subject matter to be discussed is placed

in newspapers of general circulation in the County. In addition, written notice shall be given to those

broadcast stations licensed by the Federal Communications Commission and newspapers of general

circulation which have made a written request for notice of public meetings.

6. For the purposes of special meetings and emergency meetings described in paragraphs

Three and Four of this resolution, notice requirements shall be met by posting notices in the offices of

the County Manager, who shall also provide telephonic notice to those broadcast stations licensed by the

Federal Communications Commission and newspapers of general circulation that have made a written

request for notice of public meetings.

7. The County Commission may close a meeting to the public only if the subject matter of

such discussion or action is exempted from the open meeting requirement under Section 10-15-1(I1) of

the Open Meetings Act.

A. If any meeting is closed during an open meeting, such closure shall be approved

by a majority vote of a quorum of the County Commission taken during the open meeting. The authority

for the closure and the subjects to be discussed shall be stated in the motion for closure and the vote on

2
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closure of each individual member shall be recorded in the minutes. Only those subjects specified in the

motion may be discussed in a closed meeting; and

K.I - B. Except as provided in Section 10-15-1(H) of theOpen Meetings Actanyaction

taken as a result of discussions in a closed meeting shall be made by vote of the Commission in an open

public meeting.

8. The notice requirements set forth above in paragraphs Two, Three and Four shall apply

to all Commissions, Boards or Advisory Committees and groups appointed by the Lea County Board of

County Commissioners. .

9. A proposed agenda will be available twenty-four (24) hours in advance of regular

Commission Meetings from the office of the County Manager located on the fourth floor of the Lea

County Courthouse, Lovington, New Mexico. In addition, a printed and prepared County Commission

meeting agenda will be sent to all news media agencies and organizations in Lea County, within twenty-

four (24) hours prior to regular County Commission mrnetings. The agenda will indicate the time, date,

place and specific items to be discussed during the County Commrission meeting, except for emergency

matters. The County Commission shall take action only on items appearing on the agenda.

10. All persons, agencies or organizations who desire to discuss public business or matters

) with the CountyCommissioners at a CountyCommission meeting,*must make theirrequest to the County

Manager prior to the commencement of the County Commission meeting.

11. The request may be oral or in writing and must include the name of the person making

the request and the subject on which they wish to address the County. Such persons addressing the

Commission will be limited to five (5) minutes.

3
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12. All persons, agencies or organizations who require additional time to discuss public

business or matters with the County Commissioners, must make their request, in writing, at least seven

(7) days prior to the County Commission meeting. Such persons addressing the Commission will be

allowed fifteen (I5) minutes.

13. Informal work sessions may be called by agreement of the Board of County

Commissionerswith notice tothenewsmedia. Informal worksessions shallalwaysbe open to the public.

The Board shall not formulatepublic policyor takeactionbyvoteat informal work sessions. In addition,

the Board ofCounty Commissioners herewith serves notice to the public that, during any meeting of the

Board, the Board may adjourn into an informal work session for the purpose of lunch or dinner. During

the meal, the informal work session may be conducted, provided that no public policy shall be formulated

nor conducted by vote. The media and public are invited to attend these sessions at their own expense.

14. Pursuant to Section 10-IS-I (C) of the Open Meetings Act, a member of the Board of

County Commissioners, a member of a advisory committee or a member of a Board may participate in

a meeting of the commission or committee by means of a conference telephone or other similar

communications equipment when it is otherwise difficult or impossible for the member to attend the

meeting in person. Each member participating by conference telephone must be identified or identifiable

when speaking. All participants must be able to hear each other at the same time. Members of the public

attending the meeting must be able to hear any member who speaks during the meeting.

15. The Board of County Commissioners may, by Resolution, adopt rules and regulations

regarding the Conduct of the meetings of Board of County Commissioners.

16. Robert's Rules of Order as revised by General Henry N. Robert, are adopted as the rules

governing conduct of all meetings of the Board of County Commissioners except as provided by law.

4
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PASSED, APPROVED AND ADOPTED IN OPEN MEETING on this 7 d day of January, 2003.

BOARD OF COUNTY COMMISSIONERS
LEA COUNTY, NEW MEXICO

Ross Black, Member

Darrold Stephenson, Member

Harry T ue, M

4, ... C......

C.,

I.. .....

ATTEST: Melinda Hughes
Lea County Clerk

B -

Ze6Williams, Member

AMmb, er
Gary (~bert, Member
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RESOLUTION NO. 04-JAN-OOIR
LEA COUNTY, NEW MEXICO

OPEN MEETINGS AND PROCEDURE

WHEREAS, Section 10-15-1(B) of the Open Meetings Act (Sections 10-15-1 to -4 NMSA 1978

Comp.) states that, except as maybe otherwise provided in the Constitution or the provisions of the Open

Meetings Act, all meetings of a quorum of members of any board, council, commission or other policy

making body of any state or local public agency held for the purpose of formulating public policy,

discussing public business or for the purpose of taking any action within the authority of or the delegated

authority of such body, are declared to be public meetings open to the public at all times; and

WHEREAS, any meetings subject to the Open Meetings Act at which the discussion or adoption

of any proposed resolution, rule, regulation or formal action occurs shall be held only after reasonable

notice to the public; and

WHEREAS, Section 10-15-1(C) of the Open Meetings Act requires the Lea County Board of

County Commissioners to determine annually what constitutes reasonable notice of its public meetings;

and

WHEREAS, Section 4-38-12 of the Open Meetings Act allows the County Commission to

establish rules and regulations to govern the transaction of county business in these meetings.

NOW, THEREFORE, BE IT RESOLVED, that:

I. All meetings shall be held at the Commission Meeting Room at the Lea County

Courthouse, Lovington, New Mexico, at 9:00 a.m. or as indicated on the meeting notice.
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2. Unless otherwise specified, there will be two regular meetings each month. The first

meeting shall be on the first Tuesday of the month. The second meeting date will be set at the close of

the first meeting. Notice of regular meetings will be given at least seven (7) days in advance.

3. Special meetings may be called by the Chairman or a majority of the members upon

twenty-four hours notice.

4. Emergency meetings will be called only under circumstances which demand immediate

action to protect the health, safety and property of citizens. Emergency meetings may be called by the

Chairman or a majority of the members upon twelve (12) hours' notice, unless a threat ofpersonal injury,

property damage or substantial financial loss require less notice.

5. Forthe purposes of regular meetings described in paragraph Two ofthis resolution, notice

requirements are met if notice of the date, time, place and general subject matter to be discussed is placed

in newspapers of general circulation in the County. In addition, written notice shall be given to those

broadcast stations licensed by the Federal Communications Commission and newspapers of general

circulation which have made a written request for notice of public meetings.

6. For the purposes of special meetings and emergency meetings described in paragraphs

Three and Four of this resolution, notice requirements shall be met by posting notices in the offices of

the County Manager, who shall also provide telephonic notice to those broadcast stations licensed by the

Federal Communications Commission and newspapers of general circulation that have made a written

request for notice of public meetings.

7. The County Commission may close a meeting to the public only if the subject matter of

such discussion or action is exempted from the open meeting requirement under Section 10-1 5-1(H) of

the Open Meetings Act.

2
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A. If any meeting is closed during an open meeting, such closure shall be approved

by a majority vote of a quorum of the County Commission taken during the open meeting. The authority

for the closure and the subjects to be discussed shall be stated in the motion for closure and the vote on

closure of each individual member shall be recorded in the minutes. Only those subjects specified in the

motion may be discussed in a closed meeting; and

B. Except as provided in Section 10-15-1(H) of the Open Meetings Act, any action

taken as a result of discussions in a closed meeting shall be made by vote of the Commission in an open

public meeting.

8. The notice requirements set forth above in paragraphs Two, Three and Four shall apply

to all Commissions, Boards or Advisory Committees and groups appointed by the Lea County Board of

County Commissioners.

9. A proposed agenda will be available twenty-four (24) hours in advance of regular

Commission Meetings from the office of the County Manager located on the fourth floor of the Lea

County Courthouse, Lovington, New Mexico. In addition, a printed and prepared County Commission

meeting agenda will be sent to all news media agencies and organizations in Lea County, within twenty-

four (24) hours prior to regular County Commission meetings. The agenda will indicate the time, date,

place and specific items to be discussed during the County Commission meeting, except for emergency

matters. The County Commission shall take action only on items appearing on the agenda.

10. All persons, agencies or organizations who desire to discuss public business or matters

with the County Commissioners at a County Commission meeting, must make their request to the County

Manager prior to the commencement of the County Commission meeting.
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11. The request may be oral or in writing and must include the name of the person making

the request and the subject on which they wish to address the County. Such persons addressing the

Commission will be limited to five (5) minutes.

12. All persons, agencies or organizations who require additional time to discuss public

business or matters with the County Commissioners, must make their request, in writing, at least seven

(7) days prior to the County Commission meeting. Such persons addressing the Commission will be

allowed fifteen (15) minutes.

13. Informal work sessions may be called by agreement of the Board of County

Commissioners with notice to thenewsmedia. Infornal worksessions shall alwaysbeopen to the public.

The Board shall not formulate public policy or take action by vote at informal work sessions. In addition,

the Board of County Commissioners herewith serves notice to the public that, during any meeting of the

Board, the Board may adjourn into an informal work session for the purpose of lunch or dinner. During

the meal, the informal work session may be conducted, provided that no public policy shall be formulated

nor conducted by vote. The media and public are invited to attend these sessions at their own expense.

14. Pursuant to Section 10-15-1 (C) of the Open Meetings Act, a member of the Board of

County Commissioners, a member of a advisory committee or a member of a Board may participate in

a meeting of the commission or committee by means of a conference telephone or other similar

communications equipment when it is otherwise difficult or impossible for the member to attend the

meeting in person. Each member participating by conference telephone must be identified or identifiable

when speaking. All participants must be able to hear each other at the same time. Members of the public

attending the meeting must be able to hear any member who speaks during the meeting.

4
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15. The Board of County Commissioners may, by Resolution, adopt rules and regulations

regarding the Conduct of the meetings of Board of County Commissioners.

16. Robert's Rules of Order as revised by General Henry N. Robert, are adopted as the rules

governing conduct of all meetings of the Board of County Commissioners except as provided by law.

PASSED, APPROVED AND ADOPTED IN OPEN MEETING on this J3 . day of January, 2004.

BOARD OF COUNTY COMMISSIONERS
LEA COUNTY, NEW, EXICO

Hiarry e, Chairq,

Gary S&Prt, Vice-Chairman

Ros ]lack, Member

(S g^.; Q .Williamns, Member

* * '''od Stephenson, Memgr

ATTEST: Melinda Hughes
Lea County Clerk ,,k

Bye - h=, s true R,pd *,o'rhet y of
5 edoeigno op be~oin this Mf}ike.
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LEA COUNTY, NEW MEXICO

RESOLUTION NO. 03-AUG-027R

DECLARING THE INTENT OF LEA COUNTY, NEW MEXICO, SUBJECT TO THE
SATISFACTION OF CERTAIN CONDITIQqSN, TO ISSUE INDUSTRIAL REVENUE
BONDS IN AN AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $1,800,000,000 IN
CONNECTION WITH THE ACQUISITION,...CONSTRUCTION AND EQUIPPING OF A
PROPOSED PROJECT FOR THE ENRICHMfT OF URANIUM TO BE USED FOR THE
GENERATION OF ELECTRICITY AT NUCLEAR POWER PLANTS AND FOR THE
PURPOSE OF INDUCING LOUISIANA ENE(IY SERVICES, L.P., ITS SUCCESSORS
AND ASSIGNS TO LOCATE AND OPERATE SUCH PROJECT WITHIN THE COUNTY
OUTSIDE THE BOUNDARIES OF ANY - INCORPORATED MUNICIPALITY; AND
PROVIDING FOR CERTAIN OTHER F6&A IIN CONNECTION THEREWITH.

WHEREAS, Lea County (the "Couniy'4)s .a governmental subdivision of the State of
New Mexico (the "State"), duly organized and ei sting pursuant to the Constitution and laws of
the State; and

WHEREAS, the County Board owo=iiioners (the "Board") is the governing body of
the County; and

*> WHEREAS, pursuant to the County Industrial Revenue Bond Act, Chapter 4, Article 59,
New Mexico Statutes Annotated,- 1978 Compilation, as amended (the "Act"), the County is
authorized to acquire -industrial revenue projects to be located within the County outside the
boundaries of any incorporated municipality for the purpose of promoting industry and trade by
inducing manufacturing, industrial and commercial enterprises to locate or expand in the State of
New Mexico and promoting a sound and proper balance in the State of New Mexico between
agriculture, commerce and industry; and

WHEREAS, Louisiana Energy Services, L.P., a Delaware limited partnership (together
with its successors and assigns, the "Company"), has presented to the County a proposal (the
"Proposal') whereby in accordance with the Act the County will acquire, by deed or lease, land
within the County, and acquire, construct and equip buildings and other improvements on such.
land, and will acquire and install various equipment (which land, buildings, improvements and
equipment will constitute a project (the' "Project") as defined in the Act), for the purpose of
enriching uranium.to provide suitable fuel for the generation of electricity at nuclear power
plants, which enrichment shall be in compliance with all applicable Nuclear. Regulatory
Commission regulations; including but not limited to the establishment of a financial surety
bonding mechanism that assures funding will be available for the decontamination of the LES
plant as well as the ultimate disposal of all uranium byproduct cylinders; and

WHEREAS, the Proposal proposes the issuance by the County of its taxable Industrial
Revenue Bonds (Louisiana Energy Services Project) Series 2003 (the "Bonds") under the Act in

> . an aggregate principal amount not to exceed $1,800,000,000 to finance all or part of the costs -of
acquisition, construction and equipping of the Project and certain costs in connection with the
authorization, issuance and sale of the Bonds; and .



WHEREAS, the issuance of the Bonds by the County to finance all or a part of the
Project will constitute one of the inducements whereby the Company will determine to locate its
commercial facility in the County; and

WHEREAS, based upon the Company's representations concerning the Project as
proposed, including its compliance with all applicable NRC regulations, the County desires to
indicate its intent, subject to the conditions provided in Section 5 below, to proceed with the
issuance of the Bonds for the financing of the Project pursuant to the terms of an ordinance (the
"Bond Ordinance");

WHEREAS, by adopting this Inducement Resolution, the County intends that all costs
incurred by the County in connection with the Bonds, including the review and approval of this
Inducement Resolution, shall be promptly reimbursed by the Company, and

* WHEREAS, the County and the Company understand that the adoption of this
Resolution shall not obligate the County to issue the Bonds except in full compliance with the
terms of the Bond Ordinance adopted by 'the County prior to the issuance of the Bonds and
related bond documents in form satisfactory to the County.

BE IT RESOLVED BY THE BOARD OF COMMISSIONERS OF LEA COUNTY, NEW
MEXICO, THE GOVERNING BODY OF THE COUNTY:

Section 1. Ratification. All actions (not inconsistent with the provisions hereof)
heretofore taken by the Board and the officers and officials of the County, related to the purpose
of this Resolution, are ratified, approved and confirmed.

Section 2. Intent to Issue Bonds. In order to promote the local health and general
welfare, safety, convenience and prosperity of the inhabitants of the County, it is the
Commission's intent to take all necessary and advisable steps to effect the issuance of the Bonds,
in an aggregate principal amount not to exceed $1,800,000,000, in order to defray part or all of
the costs of the acquisition, construction and equipping of the Project, provided that this
expression of intent is conditioned upon the issuance of the Bonds on or before ten years from
the date of the adoption of this Resolution, and further provided that issuance of the Bonds is
subject to the conditions described in Section 5 hereof.

Section 3. No Pecuniar= Liability of the County. The Bonds shall not constitute a debt
or indebtedness of the County within the meaning of any provision or limitation of the
Constitution or statutes of the State. Nothing in this Resolution or in any other instrument shall
be considered as obligating the County to any pecuniary liability or as constituting a charge upon
the general credit of the County or against its general revenues or its taxing power. In addition
the Company shall indemnify and hold harmless the County, the Board and their respective
officers, employees, designated representatives and agents (collectively, the "Indemnified
Persons") from and against any liability to the Company or to any third parties that may be
asserted against the County with respect to the County's adoption of this Inducement Resolution
or the County's ownership of or leasehold interest in the Project or the issuance of the Bonds;
provided that such indemnity shall not apply to any liability to the extent it arises from
negligence or willful misconduct of the Indemnified Persons. No costs are to be borne by the
County and all costs incurred by the County in connection with this Inducement Resolution and



the Bonds, including all preliminary actions taken by or requested of the County by the Company
or its agents, are to be promptly reimbursed by the Company.

Section 4. State Tax Matters. The County intends to acquire in its name the Project,
including all capital equipment and other tangible personal property used in the Project, and for
such acquisitions the County will, consistent with State law, deliver the necessary nontaxable
transaction certificates to the Company for delivery to vendors as may be applicable under the
New Mexico Gross Receipts and Compensating Tax Act. For this purpose, upon adoption of this
Resolution, the County recognizes that an agency relationship shall be deemed to exist between
the County and the Company of the type described in 3 NMAC 2.212.22 (pertaining to tax
treatment of purchases of tangible personal property in industrial revenue bond projects), and
officials of the 'County are hereby authorized to issue nontaxable transaction certificates to the
Company for Project purchases immediately upon the adoption of this Resolution. Such
certificates shall not be used other than with respect to such capital equipment and tangible
personal property. Prior to the use of such certificates by the Company as agent for the County,
the County Manager and the Company will agree to certain procedures regarding the use of the
certificates and protection of the County from any unpaid taxes determined to be due to the
Taxation and Revenue Department. This Resolution is intended to be an "inducement
resolution" as that term is used in, and for the purposes of, 3 NMAC 2.212.22.

Section 5. Issuance of Bonds Conditioned upon Full Review and Approval. The
issuance of the Bonds and the execution and delivery of any documents to which the County is a
party in connection therewith shall be subject to the approval and authorization by the Board
pursuant'to the Bond Ordinance, which Bond Ordinance shall be considered following
reasonable public notice of the time, date and place of the public hearing be held on the proposed
adoption of the Bond Ordinance. In connection with this Resolution, the Board has been
informed that the Company has expressed its understanding that a failure or refusal of the Board,
however arising, to adopt the Bond Ordinance will have the effect of voiding any benefits to the
Company 'under the Act, including voiding the nontaxable transaction certificates issued to the
Company for Project purchases and making such purchases subject to whatever tax would be due
if such certificates had not been issued. In addition to such other conditions as the Board may
require in connection with the Bond Ordinance, the County's issuance of the Bonds is subject to
negotiation of payments in lieu of taxes by the Company to the County in connection with the
Project.

Section 6. Authorized Actions. The Chairman of the Board, the County Manager and
other appropriate County officials are hereby authorized and empowered to take such steps and
to do such things as may be necessary to achieve the purposes of this Resolution.

Section 7. Severance Clause. If any section, paragraph, clause or provision of this
Resolution shall for any reason be held to be invalid or' unenforceable, the invalidity or
unenforceability of such section, paragraph, clause or provision shall not affect any of the
remaining provisions of this Resolution.

Section 8. Headings. Titles of sections in this Resolution are included for convenience
only, and shall not be construed as modifying the text.
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Section 9. Repealer. All orders and resolutions, or parts thereof, in conflict with this
Resolution are hereby repealed; however, this repealer shall not be construed to revive any order,
resolution or part thereof, heretofore repealed.

Passed, Approved, Signed and Adopted this 5th day of August, 2003.

Chairman of the Board of Commissioners

ATTEST:



ATTEST: day of
Certified this A) day of lA
2 0 , as true and correct copy of
the original c firte in this offic.

MELIDA HUGHES, LEA COUNTY CLERX

Di=puts
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LEA COUNTY, NEW MEXICO

RESOLUTION NO. 03.AUGD29R

APPROVING IN PRINCIPLE CERTAIN CONTRACTUAL PROVISIONS FOR A
PAYMENT IN LIEU OF TAXES WITH RESPECT TO THE COUNTY'S $1,800,000,000
AGGREGATE PRINCIPAL AMOUNT INDUSTRIAL REVENUE BONDS (LOUISIANA
ENERGY SERVICES PROJECT) SERIES 2003.

WHEREAS, Lea County (the "County") is a governmental subdivision of the State of
New Mexico (the "State"), duly organized and existing pursuant to the Constitution and laws of
the State; and

WHEREAS, the County Board of Commissioners (the "Board") is the governing body of
the County; and

WHEREAS, pursuant to the County Industrial Revenue Bond Act, Chapter 4, Article 59,
New Mexico Statutes Annotated, 1978 Compilation, as amended (the "Act"), the County is
authorized to acquire industrial revenue projects to be located within the County outside the
boundaries of any incorporated municipality for the purpose of promoting industry and trade by
inducing manufacturing, industrial and commercial enterprises to locate or expand in the State of
New Mexico and promoting a sound and proper balance in the State of New Mexico between
agriculture, commerce and industry; and

WHEREAS, on August 5, 2003 the Board approved County Resolution No. 03-AUG-
27R, under which the County declared its intent, subject to the satisfaction of certain conditions,
to issue its taxable Industrial Revenue Bonds (Louisiana Energy Services Project) Series 2003
(the "Bonds") in an aggregate principal amount not to exceed $1,800,000,000 for the purpose of
financing an industrial revenue bond project consisting of a uranium enrichment facility (the
"Project") to be operated by Louisiana Energy Services, L.P., a Delaware limited partnership
(together with its successors and assigns, the "Company"); and

WHEREAS, the Company's proposal for the Bonds and the Project expressed the
Company's willingness to enter into negotiations with the County for a suitable payment-in-lieu-
of-taxes provision (the "PILOT") to compensate local governmental units for extra costs, if any,
arising from the Project; and

WHEREAS, representatives of the County and the Company have negotiated certain
details of a PILOT to be included in the Lease and Purchase Agreement (the "Lease") to be
entered into between the County and the Company at the time of the issuance of the Bonds.

BE IT RESOLVED BY THE BOARD OF COMMISSIONERS OF LEA COUNTY, NEW
MEXICO, THE GOVERNING BODY OF THE COUNTY:

Section 1. Ratification. All actions (not inconsistent with the provisions hereof)
heretofore taken by the Board and the officers and officials of the County, related to the purpose
of this Resolution, are ratified, approved and confirmed.
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Section 2. PILOT Approval. The PILOT attached hereto as Exhibit A is approved in
principle; provided, however, that the County and the Company shall agree to the specific
provisions of the PILOT in the Bond Ordinance, and by the Lease and other agreements adopted
upon the issuance of the Bonds.

Section 3. Authorized Actions. The Chairman of the Board, the County Manager and
other appropriate County officials are hereby authorized and empowered to take such steps and
to do such things as may be necessary to achieve the purposes of this Resolution.

Section 4. Severance Clause. If any section, paragraph, clause or provision of this
Resolution shall for any reason be held to be invalid or unenforceable, the invalidity or
unenforceability of such section, paragraph, clause or provision shall not affect any of the
remaining provisions of this Resolution.

Section 5. Headings. Titles of sections in this Resolution are included for convenience
only, and shall not be construed as modifying the text.

Section 6. Repealer. All orders and resolutions, or parts thereof, in conflict with this
Resolution are hereby repealed; however, this repealer shall not be construed to revive any order,
resolution or part thereof, heretofore repealed.

Passed, Approved, Signed and Adopted this 19th day of August, 2003.

haian of Doard of Commissioners

ATTEST: MELINDA HUGHES
LEA COUNTY CLERK



Exhibit A

Section . Payment in Lieu of Taxes.

a. The Issuer and the Company acknowledge that during the Term the Project
Property will be exempt from property taxation pursuant to Article VIII, Section 3 of the State
constitution and Section 7-36-3 NMSA 1978. Notwithstanding the foregoing, the Company will
pay payments in lieu of property tax ("PILOTs") as provided in subsections (b) and (c) of this
Section.

b. Subject to the provisions of subsection (c) of this Section, the Company shall
pay to the Issuer, on each date the Company would have been required to pay property taxes if
the Project Property were owned entirely by the Company and the Bond had not been issued by
the Issuer, an amount equal to twenty percent of the total amount of property tax (i.e., the tax
arising from the combined levies of all taxing entities whose taxing jurisdiction encompasses the
Project Site) that would have been due on such date if the Project Property were owned entirely
by the Company and the Bond had not been issued by the Issuer. The amounts of the PILOT
pursuant to this subsection (b) (the "Main PILOT') shall be calculated using mill levies and
assessed property tax valuations that would have been applicable for each tax year with respect
to the Project Property if the Bond had not been issued by the Issuer. The property tax valuation
for the Project Property for each tax year shall be determined by the Lea County Assessor (the
"Assessor") using information provided by the Company and such other information obtained
from other sources as is deemed relevant by the Assessor. The Company shall provide the
Assessor all information that the Assessor may lawfully require for the purpose of determining
the assessed valuation the Project Property from year to year. The Company may challenge the
valuation determined by the Assessor on the same grounds as would be available to it if it were
liable for property tax for the Project Property; provided, however, that no payment of the Main
PILOT shall be delayed by reason of a dispute of the valuation of the Project Property. In the
event of a dispute concerning the valuation, the Company shall pay the Main PILOT calculated
according to the most recent undisputed valuation of the Project Property, and when the dispute
is resolved shall pay an amount (or receive a credit, as applicable, against future Main PILOT
payments) equal to the difference between the adjusted amount of the Main PILOT and the
amount already paid, in accordance with the valuation determined through the dispute resolution
or adjudication, as applicable. The Main PILOT shall be paid directly to the Issuer, and the
Company shall have no responsibility for the Issuer's use or distribution of such amounts.

c. The parties anticipate that the City of Eunice (the "City") will construct water
and sewer lines connecting the Project with the City's water and sewer utilities. The Company
shall pay the pre-construction engineering and design costs for such lines as they become due
and payable, up to an amount of $125,000. The Company shall further pay all of the right of
way acquisition, construction services and materials costs for such lines, as they become due and
payable (the "Pipeline PILOT'). Fifty percent of the amount paid as the Pipeline PILOT shall be
credited against the Main PILOT in equal amounts per year over a period of five years,
beginning in the tax year immediately following final payment of the last amount of the Pipeline
PILOT; provided, however, that if the amount of the Pipeline PILOT to be credited in any year
exceeds the amount of the Main PILOT for that year, then the excess amount of the credit shall
be carried forward and applied against the first available amount of Main PILOT in succeeding



years. The Company's payment of the pre-construction engineering and design costs and the
Pipeline PILOT under this subsection may be paid to the City or directly to the entities
furnishing such engineering and design, right of way acquisition, construction services and
materials at the discretion of the Company. Satisfactory written evidence of such payments shall
be promptly firnished to the City and the Issuer.

.- ., . . , , ; .. , ...--
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ATTEST:
Certified this Q day of 1d if .20il , as true and correct copy ofthe original on file in this office.

MlELLINDA HUGHES, LEA COUNTY CLERK

Deputs( Ui



EXHIBIT D

NOTICE OF CONSIDERATION OF ORDINANCE AUTHORIZING
ISSUANCE OF AN INDUSTRIAL REVENUE BOND BY LEA COUNTY

TO THE CITY OF HOBBS
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Dennis M. Holmberg, (UUU N I Y 100 North Main, Suite 4
Lea County Manager new mexico Lovington, NM 88260

November 10, 2003

VIA CERTIFIED MAIL - RETURN RECEIPT REOUESTED

Robert P. Wallach, Mayor
Gary W. Fonay, Commissioner
Mark E. Bawcumn, Commissioner
Hector M. Ramirez, Commissioner
Joseph D. Calderon, Commissioner
Monty D. Newman, Commissioner
John W. Boyd, Commissioner
City of Hobbs
City Hall, Office 155
300 N. Turner
Hobbs, New Mexico 88240

Re: Notice of Consideration of Ordinance Authorizing Issuance of an
Industrial Revenue Bond by Lea County, Pursuant to Section 4-59-4.1
NMSA 1978, as Amended

Dear Mayor and Commissioners:

Notice is hereby given to the City of Hobbs (the "City") pursuant to Section 4-59-4.1
NMSA 1978, as amended, of the intention of the Board of Comrmissioners of Lea County, New
N. :xico (the "Bo.-d") to cons;der for adoptor a bond ordirance (the! "Ordinance') relatinZ to the
authorization and issuance by Lea County, New Mexico (the "County') of its Industrial Revenue
Bond (National Enrichment Facility Project) Series 2004 (the "Bond"). The Ordinance
authorizes the issuance of an industrial revenue bond for the purpose of financing the acquisition,
construction and installation of a uranium enrichment facility (the "Project') within the
jurisdictional limits of the County. The Project will be owned and operated by Louisiana Energy
Services, L.P. and will enrich uranium to be used to generate electricity as a service to the
nuclear power plant industry.

Notice is further given that under the County's current timetable for approval, the Board
will consider the proposed Ordinance at its regular meeting to be held at the Lea County
Courthouse, 100 North Main Street, Lovington, New Mexico 88260 (the "Courthouse') on
December 16, 2003 at the hour of 9:00 am.

Please be advised that under Section 4-59-4.1, the City may forward to the Board any
comments and concerns it has regarding the Ordinance and issuance of the Bond.

Phone 505-39648601 Fax 505-396-2093 email: dholmbergleacounty.net



COUNTY
new mexico

Although the Board encourages the City to forward any comments and/or concerns the
City may have for its consideration, under Section 4-59-4.1(B), no approval of the City is
required in connection with the adoption of the Ordinance and issuance of the Bond by the
County.

It is the Board's understanding that, pursuant to said Section 4-59-4.1(C), the County and
the City, as the largest municipality located within the County, are to jointly develop criteria for
the issuance of industrial revenue bonds that are authorized by either the County or the City. The
Board further understands that, as of the date hereof, no such criteria has been developed. Please
be advised, however, that the County may proceed with the authorization and issuance of
industrial revenue bonds, including the Bond, before development of the criteria is completed.

For purposes of assisting in your review of the Ordinance, I have enclosed a copy of a
Notice of Public Hearing and Consideration and Adoption of a Bond Ordinance ("Notice"),
which is attached to a resolution adopted by the Board at its November 4, 2003 regular meeting,
authorizing and directing publication of the Notice. Complete copies of the proposed Ordinance,
as well as drafs of the transaction documents referred to in, and approved under, the Ordinance,
will be available from and after December 2, 2003, for the City's inspection during normal and
regular business hours of the Lea County Clerk, at the Courthouse, upon request. Any copying
charges for a set of these documents will be paid or reimbursed to the City by the County.

Following the issuance of the Bond, the County will notify the Board and the Lea County
Assessor when the Bond matures, expires or has been replaced by a refunding bond as required
by Section 4-59-4.1(D).

Flcase .all mr.. if you have an.- questons or.comrnmerts regardiinv.1h- r.zfcrmnztion . i. . T.

contained herein.

Sincerely

ennis Holmberg
County Manager

Enclosure

2
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* Complete items 1, 2, and 3. Also complete

item 4 if Restricted Delivery is desired.
• Print your name and address on the reverse

so that we can return the card to you.
* Attach this card to the back of the mailpiece.

or on the front if space permits.

1. Aticle Addressed to:

The Honorable Robert Wallac
City of Hobbs
300 N. Turner .
Hobbs, NM 88240

G Sig r t.re

I I l O Addressee
0. relivery address diffetent from Ktem I? U Yes

If YES, enter delivery address below. O No

3. Service Type
Q(Cetifled Mail O Express Mail * *
O Registered O Return Receipt for Merchandise j

0 Insured MaDl O O.D. I.

4. Restrcted Deiv ery? Mc" Fee) 0 Yes

2. Anicde Number (Copy from service kWbe

PS Form 381 1. Juty 1999 Oomestic Retum Receipt .i55-0 49



EXHIBIT E

NOTICE OF CONSIDERATION OF ORDINANCE AUTHORIZING
ISSUANCE OF AN INDUSTRIAL REVENUE BOND BY LEA COUNTY

TO THE LEA COUNTY ASSESSOR
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Dennis M. Holmberg COU NTY 100 North MIvin, Suite 4
Lea County Manager new mexico Loyington, MM 88260

November 10, 2003

VIA CERTIFIED MAIL - RETURN RECEIPT REOUESTED

Shirley Tyler
Lea County Assessor
100 North Main Street
Lovington, New Mexico 88260

Re: Notice of Consideration of Ordinance Authorizing Issuance of an
Industrial Revenue Bond by Lea County, Pursuant to Section 4-59-4.1
NMSA .1978, as Amended

Dear Ms. Tyler:

Notice is hereby given to you as Lea County Assessor, pursuant to Section 4-59-4.1
NMSA 1978, as amended, of the intention of the Board of Commissioners of Lea County, New
Mexico (the "Board") to consider for adoption a bond ordinance (the "Ordinance') relating to the
authorization and issuance by Lea County, New Mexico (the "County") of its Industrial Revenue
Bond (National Enrichment Facility Project) Series 2004 (the "Bond"). The Ordinance would
authorize the issuance of an industrial revenue bond for the purpose of financing the acquisition,
construction and installation of a uranium enrichment facility (the "Project') within the
iurisdjctional limits {if Me ycunty. .1Th Project. wi! be. ovned and .operated. by Lou!sienna Fnergy.
Scrvices, L.P. and enrich uranium to be used to generate electricity as a service to the nuclear
power plant industry.

Notice is further given that under the County's current timetable for approval, the Board
will consider the proposed Ordinance at its regular meeting to be held at the Lea County
Courthouse, 100 North Main Street, Lovington, New Mexico 88260 (the "Courthouse") on
December 16, 2003 at the hour of 9:00 a.n.

Please be advised that in your capacity as Lea County Assessor, you may forward to the
Board any comments and concerns you may have regarding the Ordinance and issuance of the
Bond in accordance with Section 4-59-4.1.

Although the Board encourages you to forward any comments and/or concerns you may
have for its consideration, under Section 4-59-4.1 (B), no approval of the County Assessor is

Phone s05-396-8601 Fix 505-396-2093 email: dholmberg &eacounty.net



COUNTY
new mexico

required in connection with the adoption of the Ordinance and issuance of the Bond by the
County.

It is the Board's understanding that, pursuant to said Section 4-59-4.1(C) NMSA 1978, as
amended, the County and the City of Hobbs (the "City"), as the largest municipality located
within the County, are to jointly develop criteria for the issuance of industrial revenue bonds that
are authorized by either the County or the City. The Board further understands that, as of the
date hereof, no such criteria has been developed. Please be advised, however, that the County
may proceed with the authorization and issuance of industrial revenue bonds, including the
Bond, before development of the criteria is completed.

For purposes of assisting in your review of the Ordinance, I have enclosed a copy of a
Notice of Public Hearing and Consideration and Adoption of a Bond Ordinance ("Notice'),
which is attached to a resolution adopted by the Board at its November 4, 2003 regular meeting,
authorizing and directing the publication of the Notice. Complete copies of the proposed
Ordinance, as well as drafts of the transaction documents referred to in, and approved under, the
Ordinance, will be available from and after December 2, 2003, for your inspection during normal
and regular business hours of the Lea County Clerk, at the Courthouse, upon request. Any
copying charges for a set of these documents will be paid or reimbursed to your office by the
County.

Following the issuance of the Bond, the County will notify the Board and the Lea County
Assessor when the Bond matures, expires or has been replaced by a refunding bond as required
by Section 4-59-4.1 (D).

Picame call troc if yotuhwae idiy qUestions ocmf-lciitz bg-;:din& lhe iaf0A,'ation ' '
contained herein.

Sincerely,

Dennis Holnberg
County Manager

Enclosure
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A ved by (Pease Pnnt Cearty) R. Date of Delivery

Sitt~R'(I \-ua..is
* Corrplete items 1, 2. and 3. Also complete

item 4 if Restricted Delivery is desired.
* Print your name and address on the reverse

so that we can return the Card to you.
* Attach this card to the back of the mailpiece,

or on the front if space permits.

1. Article Addressed to:

The Honorable Shirley Tyler
Lea County Courthouse
100 N. Main
*Lovington, NM 88260

t~ 6 I 0 Ag ent
C 7/"g;)p? Addressee

0. ls.4 aery idrnet1 item 1? E Yes
If YES. enter de4very address below O No

3. Service Type
O Certified Mail 0 Express Mail
O Registered 0 Retum Receipt for Merchandise
O Insured Mail 0 C.OD.

4. Restricted Delivery? Ha Fee) D Yes

2. Artcle Number (Copy hen service kbeW

PS Form 3811. July 1999 Domestic Retum Receipt 102595-00M-0952
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EXHIBIT F

AFFIDAVIT OF PUBLICATION OF NOTICE OF
PUBLIC HEARING AND CONSIDERATION OF

ADOPTION OF A BOND ORDINANCE
FROM THE LOVINGTON DAILY LEADER
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Affidavit of Publication

STATE OF NEW MEXICO

) ss.
COUNTY OF LEA

Joyce Clemens being first duly sworn on oath deposes and
says that she is Advertisting Director of THE LOVINGTON
DAILY LEADER, a daily newspaper of general paid circula-
tion published in the English language at Lovington, Lea
County, New Mexico; that said newspaper has been so pub-
lished in such county continuously and uninterruptedly for a
period In excess of Twenty-six (26) consecutive weeks next
prior to the first publication of the notice hereto attached as
hereinafter shown; and that said newspaper Is In all things
duly qualified to publish legal notices within the meaning of
Chapter 167 of the 1937 Session Laws of the State of New
Mexico.

That the notice which Is hereto attached, entitled
Notice Of Public Hearing And Consideration
nf a.rpt4nn O f A Rong frA4.nne

was published In a regular and entire Issue of THE LOV-

INGTON DAILY LEADER and not in any supplement there-

of, for one (1) day . beginning with the issue of

November 25 ,2003 and ending with the Issue

LEA COUNI Y, pality in the County; that issuance date of the Bond
NEW MEXICO X Louisiana .Energy In. 2034 and shall bear

:Services. LP. (the.. interest as provided In the
NOTICE;OF-s1` "'C--aompany) has delivered Indenture; provide that

PUBLIC HEARING AND a proposal *(the other details of the Bond
CONSIDERATION OF, .'Proposar) that the shall be provided In the

ADOPTlONVF A' . County Issue Its Industrial Indenture; approve the
BOND ORDINANCE -Revenue Bond (National *sable o the Bond on the

.' . t^Enrichment " Facility termssetorthintheBond
The County; Board of Project) Series 2004. hi PurchaseAgreement. and
Commissioners of -Lea 'an amount not to exceed make certain findings and
County. New Mexico (the $1.800.000.000 - (the determinations pursuant
'County). hereby gives 'Bond'), to finance the to the Act. Including the
notice of Its regular meet- - acquisition. construction maximum annual
Ing to be held at the Lea <land Installation by, the- amounts necessary for
County Courthouse. 100 County of certain property debt service on the Bond.
North Main Street. (the 'Project Propern to "that the Company shall
Lovington, New, Mexico be located on the north maintain -the Project
88260, on December16, side of State Highway Property and carry all
2003. at the hour of 9:00 176. on -a 'portion of property . Insurance (or
a.m. (local tie). Al such Section 32. Township 21 self-Insure), that the
meeting, the County' South, Range;38 East. rentals under the Lease
Board of CommIssioners N.M.P.M.. approximately shall be sufficient to pay
will consider for adoption 2.4 miles east of the inter- all debt service on the
a proposed bond ordi- section of State Highway Bond. and that no reserve
nance (the 'Ordinance) 176 and State Highway fund will be necessary to
relating to the authoriza- 234 within the jurisdiction- retire the Bond or to main-
bion and Issuance by the al limits of the County, that lain the Project Property.
County of its Industrial will enrich uranium lobe - ' -
Revenue Bond (National used to generate electrid- Sections 7 through 9
Enrichment Facility - ty. as a service to the approve the forms of the
Project) Series 2004. All -nuclear., power iplant Bond Documents; autho-
Interested citizens are Industry that the Project rize and direct County ofi-
Invited to attend the meet-. Property would be leased clals to execute and deliv-
hg. * E.and sold to the Company . er Ithe Bond Documents;

in;! - " ; under a certain Lease and .. authorize County officials
The tWte of'the-proposed -. 'Purchasq fry-Agreement .to execute and delWer
Ordnance is:'t '. a between the County and 'other documents and to

is -'::the-.; Company (the .takesuchotheractionsas
AN >-ORDINANCE 'Leas);i that.the !Bond are reasonably necessary
AUTHORIZING "-? ^THE - would be Issued pursuant to effectuate the
ISSUANCE AND SALE 'to 'the provlsions 'd an Ordinance: provide that
BY LEA COUNTY. NEW' Indenture among .'the the Bond shall be a spe-
MEXICO OF ITS INDIS- County, the bond pur- cal limited obligation of
TRIAL REVENUE BOND chaser (the 'Purchaser'), the County, payable solely
(NATIONAL ENRICH- and a trust depository (the as provided In the
MENT FACILITY PRO- "Indenture'); 'that the Indenture; state that the
JECT) SERIES 200D4 IN A Bond would be sold to the Bond shall never consti-
PRINCIPAL AMOUNT Purchaser pursuant lo a tute a debt or Indebted-
NOT TO EXCEED Bond - Purchase ness of the County wIthin
S1. 00.000.000 TO PRO: . Agreement (the 'Bond: the meaning of any provl-
VIDE - FUNDS' TO Purchase Agreement. sion or ImItation of the
FINANCE THE ACOUISI- and together with the New Mexico constitution;
TION. CONSTRUCTION Bond, the Lease and the and provide that the Bond
AND INSTALLATION OF Indenture, 'the 'Bond shall never give rise to a
AN INDUSTRIAL DEVEL' Documents') between the pecuniary liability of the
OPMENT PROJECT; County. the Company and 'County or a charge
AUTHORIZING THE the Purchaser that the against the County's gen-
EXECUTION ' AND . Board .0 Commissioners eral creditortaxing power.
DELIVERY OF A LEASE - of -the County ('Board)
AND PURCHASE has concluded that the Sections 10 through 14
AGREEMENT. AN: benefits to the County of approve the provisions of
INDENTURE, A BOND Issuing the Bond are sub- the Lease requiring pay-
PURCHASE AGREE- stantial and that the ments In lieu of taxes; pro-
MENT. THE BOND AND. Issuance of the Bond will vide that the Ordinance
OTHER DOCUMENTS IN *,constitute a valid public shall be Irrepealable while
CONNECTION - WITH purpose under the Act; the Bond Is outstanding:
THE ISSUANCE OF THE and that notice of the provide severability and
BOND AND THE PRO-. Boards intention to con- repeater provisions; direct
JECT; MAKING CERTAIN sider adoption of 'the the authentication and
FINDINGS AND DETER- Ordinance was published recording., of the
MINATIONS RELATING. In conformance with legal Ordinance; and provide
TO THE BOND AND THE requirements. . ; for the publication of
PROJECT; RATIFYING ' * notice of the adoption of
CERTAIN ACTIONS Sections.1 through 3 ratify the Ordinance.
TAKEN PREVIOUSLY; previous action taken .In
AND REPEALING 'ALL 'connection with t'the Complte 'copies of the
ACTIONS INCONSIS- Issuancedof the Bond;-,proposed Ordinance are
TENT WITH THIS ORDI- approve s, the Proposal;. avallableh for public
NANCE. * - authorize the acquisition. 'Inspection during normal

lease and sale of the' and' regular business
The bolowing Is a general Project Property; and pro-: hours of the County Clerk.
summary of the subject vide that the TProject% -at . 'the . Lea * County
matter contained in the j.Property shall be locatedr Courthouse,, 100 North
Ordhtance:- ' " * within the County andlibt 'Main Street.: Lovington.

- - ' -twithin'the boundaries-o New 'Mexico 88260. and
The recitals state that Lea any Incorporated municl-h copies are avahlable upon
County. New Mexico (the pality of tie County.' 'i I '.' request and payment of a
'County')' Is 'authorized * * -. i reasonable harge.
under - the. .-County Sections 4 through 6 :: '-- -
IndustrIal Revenue Bond . authorize the Issuance of -, This * notice is published
Act (the .i'Act)'1o Issue the Bond In a.prncipal < pursuant to Section 4-37-
Industrial Owvenue -bonds amount not to exceed:- 7and 437-9NMSA1978I
lo acquire Industrial devel-* $1.80,000.000; approve > as amended.
opmnent projects located rthe ormn and terms.of the ', Published' In' -the
wthin the County and not " Bond;'provde ttbtthe; LoviVgton 'Dally Leader
withhi ths boundarles of JBotbalnatur'on'the November25 2003. .:

Of November 29 2003.

And that the cost of publishing said notice is the sum of
$ 134.95 which sum has been (Paid)

CwrtrC sts.

-

Subsof1led'and sworn to before me this 1st day of
December 2003.

Debbie Schilling _

Notary Public, Lea County, New Mexico
My Commission Expires June 22,2006



EXHIBIT G

AFFIDAVIT OF PUBLICATION OF NOTICE OF
PUBLIC HEARING AND CONSIDERATION OF

ADOPTION OF A BOND ORDINANCE
FROM THE HOBBS SUN-NEWS
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LEGAL NOTICE

AFFIDAVIT OF PUBLICATION

State of New Mexico,
County of Lea.

1. KATHI BEARDEN

Publisher

LEGAL NOTICE
November 2g. 2003

LEA COUNTY. NEW MEXICO

NOTICE OF PUBLIC HEARING AND
CONSIDERATION OF ADOPTION OF A BOND

ORDINANCE

The County Board of Cornris~ioners of Las County. New Mexico (the Coun-
ty' hereby gives notice of rs regular meeting to be held at the Lea County Courthouse.
t00 North Main Street. Lovington. New Mexico 88260. on December 16. 2003. at the
hour of 9St am. (cal tIme). Al such meeting, the County Board of Commrissioners win
consider for adoption a proposed bond ordinance (the Ordmiancel relating to the author-
Ization nd Issuance by tle County of its Industrial Revenue Bond (National Enrichment
Facility Project) Sere 204. A Interested citizens are invitedr b attend the meeting.

The tltte of the proposed Ordinance Is:

AN ORDINANCE AUTHORIZING THE ISSUANCE AND SALE 3Y LEA COUNTY, NEW
MEXICO OF ITS INDUSTRIAL REVENUE BOND (NATIONAL ENRICHMENT FACILITY
PROJECT) SERIES 2004 IN A PRINCIPAL AMOUNT NOT TO EXCEED St.8t.000.000
TO PROVIDE FUNDS TO FINANCE THE ACOUISITION. CONSTRUCTION AND IN-
STALLATION OF AN INDUSTRIAL DEVELOPMENT PROJECT; AUTHORIZING THE
EXECUTION AND DELIVERY OF A LEASE AND PURCHASE AGREEMENT. AN IN-
DENTURE. A BOND PURCHASE AGREEMENT, THE BOND AND OTHER DOCU-
MENTS IN CONNECTION WITH THE ISSUANCE OF THE BOND AND THE PROJECT;
MAKING CERTAIN FINDINGS AND DETERMINATIONS RELATING TO THE BOND
AND THE PROJECT; RATIFYING CERTAIN ACTIONS TAKEN PREVIOUSLY; AND RE-
PEALING ALL ACTIONS INCONSISTENT WITH THIS ORDINANCE.

The following Is a general summary f the subject matier contained In the Or-

of the Hobbs News-Sun, a
newspaper published at
Hobbs. New Mexico, do sole
swear that the clipping attaci
hereto was published once a
week in the regular and entir
issue of said paper. and not a
supplement thereof for a peri

of

Beginning with the issue dat

November 29

and ending with the issue dai

November 29

Publisher
Sworn and subscribed to i

me this 17th c

December

emnly
ied

e

iod.

weeks. dan

ed The recitals state that Lea County. New Mexico (le Countyn Is authIedunder the County Industrial Revenue Bond Act (the Acr) to issue Itnustrial revenue
bonds to a*f Indusial develourent projects located withi the County and not within
the bounderies of any incorporated municipality in th County; that LouisIana Energy

2003 Servtces. LP. (ti 'Companyl has delIvered a proposal (the 'Proposer) that the County
ted Issue Rs industial Revenue Bond (National Enrichment Facility Proect) SerIes 2004. In

an amount not to exceed SI811W.000.000 (the *Bond. to finance tie acquisition. con-
stnrciton tod Installatlon by the County of certain property (the 'Project Propef) to be
located on the north aide of State Highway 176. on a portion o Section 32, Township 21

2003 South. Range 38 East. N.M.PPM.. approximately 2.4 miles east ot the Intersection ot
State Highway 176 and State Highway 234 within the jurisdictional tmits ot the County,
thst wilt enrich uranium to be used to generate electrdity, as a service to the nuclear
power plant Induty Via te Project Property would be leased and sold to the Company
under a cealn Lease aNd Purchase Agreement between the County and the Company
(the `Lese): that the Bon would be Issued pursuant o the provislons ci an Indenture
among the County. the bon purchaser (the Purchasr*. ends taust deposory te Itn-efore denture: tht Vie Bond would be sotd to e Purchaser pursuant to a Bond Purchase
Agreement (the Bond Purchase Agreemen'. and together with the Boi the Lase and
the Indenture. the Bond Documents) bewn the County. the Company and the Pur.

lay of chser th the Board of Cummimssoners of th County rBoard) has concluded that the
Jb oeneit o O County of Isuing the Boi3 ae aubstantial and that the Issuance of tie
Bond *t1 constitute a veld pubac purpose under Vie Act; and Vial notice of the Board's
Ieto e o consider adoption of the Ordiance was pubitshed in conformance with legal
requknrnets. . .-*

2003 Sectiors trough3 ratIfy previous action taken In connection with the isu-
ence of he Bond; approve the Proposal; authorthe t acquIsItIon, tease and sale of the
Project Property: and provide that the Proea Property shlIl be located within the County
a/ nd not w n Vie oboundrI o any Inrporated municaty dtheCounty.

Sections 4 trough e authorize the Issuance ot the Bond In a prindpal amount
r id exceed St.,UX,00 .00; approve the form and terms o the Bond; provide thtW the
Bond i malun on the anwneenssry of the Issuance data of the Bond In 2034 and shal
bear Interest as provided h t Indenture; provide th other details of the Bond Mha be
provided I he o ndenture; approve the sale of Vhe Bond on the terms ee tonrh in the Bond
Purch Agreement;' and maka certain findings and detemnations pursuant to the Act.
ndudhig tie masxinum annual amounts necessary ior debt service on the Bond. that the

Company hala maintain the Project Property and carry at property Insurance (or seNf-In-
sure), Vt the rentals under the Lease haln be sufficient to pay alt debt serice on the
Bond. and that no reserve iund wilt be necessary to retire the Bond or to maintain the
Proiec Property.

Sections 7 through 9 approve the forms of the Bond Documents: authorize
arnd direct County ofticatbab o execute and deiver the Bond Documents; authorize County
officials to execute and deliver other documents and to take such other actions as are

ifrted reasonably necessary to effectuate the Orinance provide tht the Bond shall be a se-
ifted cbal limited obligatIon of the County. payable solely as provided In the Indenture; statedver- that the Bond shall never constitute a debt or Indebtedness of the County within the
g of meaning at any provision or limilation of the New Mexico constitutkon:, and provide that

the Bond shai never give rs to a pecuniary liabilIty of the County or a charge against
's of the Caudy's general credit or taxing power

e m SectIons 10 through 14 approve the provisions oi the Lease requiring pay-ade. mentst In ku of taxes pnve VW tihe Ordinance stt be hrepealable whie the Bond Is
*outstandlng: provide stverabitIty and repealer provisions; dIrect the authentication and
reconrIngi ofe Orh ice; and provide Ior the publication dr noti f the adoption oi the
Ordinance.

My Commission expires
November 27, 2004
(Seal)

This nlewspaper is duly qual
to publish legal notices or ac
tisemcnts within the meanin,
Section 3, Chapter 167, Law
1937. and payment of fees ft
said publication has been m.i

Complete copies of the proposed Ordnance are available for public Inspec-
lon durIng normil and regular business hours of te County Claer. at the Les County
CourthVuse. 100 North Main Seet. Lvingon, New MexIco 8820. and copies are avail.
able ton requeat and payment c a reonab h dure.

ibis noceb ru pised pursu Setion 4-37-7 and 4-374 NMSA 1978.
as a :ended.

01100088000 02567756
Lea County Courthouse Legals*
100 N. Main, Suite 11
Lovington, NM 88260



EXHIBIT H

BOND ORDINANCE
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ORD 2 PA" 4

49129

LEA COUNTY, NEW MEXICO

; ORDINANCE NO.58

AN ORDINANCE AUTHORIZING THE ISSUANCE AND SALE BY LEA COUNTY, NEW
MEXICO OF ITS INDUSTRIAL REVENUE BOND (NATIONAL ENRICHMENT iACILITY
PROJECT) SERIES 2004 IN A PRINCIPAL AMOUNT NOT TO EXCEED $1,800,000,000 TO
PROVIDE FUNDS TO FINANCE THE ACQUIStTION. CONSTRUCTION AND
INSTALLATION OF AN INDUSTRIAL DEVELOPMENT PROJECT; AUTHORIZING THE
EXECUTION AND DELIVERY OF A LEASE AND PURCHASE AGREEMENT, AN
INDENTURE, A BOND PURCHASE AGREEMENT, THE BOND AND OTHER
DOCUMENTS IN CONNECTION WITH THE ISSUANCE OF THE BOND AND THE
PROJECT; MAKING CERTAIN FINDINGS AND DETERMINATIONS RELATING TO THE
BOND AND THE PROJECT; RATIFYING CERTAIN ACTIONS TAKEN PREVIOUSLY;
AND REPEALING ALL ACTIONS INCONSISTENT WITH THIS ORDINANCE.

WHEREAS, Lea County (the "County") is a governmental subdivision of the State of
New Mexico ("State), duly organized and existing pursuant to the constitution and laws of the
State; and

WHEREAS, pursuant to Chapter4, Article 59 New Mexica Statutes Annotated, 1978
Compilation, as amiended (the 'County Industrial Revenue Bond Act"), the County is authorized
to issue industrial revenue bonds and to use the proceeds of such bonds to acquire industrial
development projects to be loated within the County and not within the boundaries of any
incorporated municipality within the County for the purpose of promoting industry and trade by
inducing manufacturing industrial and commercial enterprises to locate or expand in the State
and promoting a sound and proper balance in the State between agriculture, commerce and
industry; and

WHEREAS, Louisiana Energy Services, L.P., a Delaware limited partnership has
presented lo the County Board of Conmissioners (the "Board") a proposal (the "Proposal")
pursuant to which the County would (a) issue its Industrial Revenue Bond (National Enrichment
Facility Project) Series 2004 (the "Bond"), and (b) acquire rights to occupy and use
approximately 542.80 acres of land located on the north side of State Highway 176, on a portion
of Section 32, Township 21 South, Range 38 East, N.M.P.M., approximately 2.4 miles east of
the intersection ofState Highway 176 and State Highway 234 within the jurisdictional limits of
the County (the 'Project She"), and buildings, structures, other improvements and furnishings,
fixtures and equipment (collectively, the "Improvements") in connection with the construction
and establishment of a uranium enrichment facility (the "Project") within the jurisdictional limits
of the County, and

WHEREAS, the Project will qualify as a "project" within the meaning of the County
Industrial Revenue Bond Act by reason of the fact that the Project will enrich uranium to be used
to generate the electricity, as a service to the nuclear power plant industry; and
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WHEREAS, under the Proposal, Louisiana Energy Services, L.P., together with its
successors and assigns (the "Company") will enter into a Lease and Purchase Agreement (the
"Lease") between the County and the Company and dated the issuance date of the Bond (the
"Closing Date"), pursuant to which the Company will lease and purchase the interests of the
County in the Project Site and the Improvements (collectively, the "Project Property") from the
County; and

WHEREAS, pursuant to the provisions of the Lease, the Company will make payments
to the Purchaser, defined below, sufficient to pay the principal of, redemption premium, if any,
and interest on the Bond and to pay all other obligations incurred pursuant to the provisions of
the Lease, the Indenture, defined below, and this Bond Ordinance (this "Ordinance"); and

WI IEREAS, the proceeds of the Bond shall be used for the purpose of financing the
acquisition, construction and installation of the Project Property; and

WHEREAS, the County is authorized to enter into the Bond Documents, defined below,
and other related documents and to issue the Bond pursuant to the laws ofthe State (including
the County Industrial Revenue Bond Act), the constitution of the State and this Ordinance
(collectively, the "Act") and pursuant to an Indenture (the 'Indenture") dated the Closing Date
among the County, the Purchaser, and the depository identified in the Indenture (the
"Depository"); and

WHEREAS, after having considered the Proposal, the Board has concluded that the
economic and other benefits to the County will be substantial and that it is desirable and
necessary at this time to authorize the issuance ofthe Bond and that the County's issuance ofthe
Bond will constitute a valid public purpose under the Act; and

WHEREAS, the Bond, in principal amount not to exceed S 1,800,000,000 will be issued,
sold and delivered by the County pursuant to the Act; and

WHEREAS, the Company shall cause an entity related to or affiliated with the Company
to be subsequently specified (the "Purchaser"), to purchase the Bond at a private sale pursuant to
the terms of a proposed Bond Purchase Agreement to be entered into among the Purchaser, the
County and the Company (the "Bond Purchase Agreement"); and

WHEREAS, the County has been advised by the Company that the disclosure provisions
of Rule 15c2-12 of the Securities and Exchange Commission are not applicable to this
transaction because the Bond is being sold in a private sale without participation of an
underwriter; and

WHEREAS, the County has caused to be published in the HQob New-Sun and the
Lovington Daily Leader, newspapers of general circulation in the County, public notice of the
Board's intention to adopt this Ordinance, which notice contained certain information concerning
the ownership, purpose, location and size of the Project Property and the maximum amount of
the Bond, which notice was published in conformance with legal requirements; and
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WHEREAS, there have been filed with the County Clerk and presented to the Board the
forms of the Indenture, the Lease and the Bond Purchase Agreement (the Lease, the Indenture
and the Bond Purchase Agreement are collectively referred to as the "Bond Documents').

BE IT ORDAINED BY THE BOARD OF COMMISSIONERS OF LEA COUNTY, THE
GOVERNING BODY OF THE COUNTY:

Section I. atification. AU actions not inconsistent with the provisions of this
Ordinance previously taken by the Board and the officials ofthe County directed toward the sale
and issuance of the Bond and the lease and sale of the Project Property, including, without
limitation, Resolution No. 03-NOV-039R, adopted November 4,2003, authorizing the
publication of public notice as set forth above and Resolution No. 03-Aug-027R, adopted
August S. 2003, expressing the intent of the County to proceed with issuance of the Bond in
connection with the financing of the Project (the 'Inducement Resolution"), are approved and
ratified.

Section Ap=--al of Propos. The Proposal is hereby approved in all respects.

lin. The Pro The County shall acquire the Project Property by deed and
other instments, as appropriate,'and shall lease and sell the Project Property to the Company
for use in connection with the operation of the Project. The Project Property shall be located
within the County and not within the boundaries of any incorporated municipality in the County.

Section 4. Authorization and Approval of Bond. To finance the cost of the
acquisition, construction and installation of the Project Property, the County hereby authorizes
the issuance and sale of an Industrial revenue bond to be designated "Lea County, New Mexico
Industrial Revenue Bond (National Enrichment Facility Project) Series 2004" in a principal
amount not to exceed S1,800,000,000. The County shall finance the acquisition, construction
and installation of the Project Property by depositing or causing the deposit of the proceeds of
the sale of the Bond with the Depository in accordance with the Indenture.

Section S. Form and Terns of Bond. The Borid shall be issued in registered form,
without coupons, and shall be dated and sold subject to the terms and conditions of the Indenture
and the Bond Purchase Agreement. The Bond shall be delivered to the Purchaser on the Closing
Date and shall mature on the anniversary in 2034 of the Closing Date (the "Maturity Date"), and
shall bear interest at the rate of 5% per annum. The Bond shall be in substantially the form
provided in the Indenture, shall be dated the date of delivery to the Purchaser, and shall be
subject to such other terms and conditions, including but not limited to mandatory or optional
redemption, as are provided in the Indenture. Interest on outstanding principal amounts and
installment payments of principal of this Bond shall be payable on each anniversary ofthe
Closing Date while the Bond is outstanding, including the Maturity Date, as provided in the
payment schedule attached to the form of Bond; provided that the final payment of principal plus
accrued interest on the Bond shall be due no later than the Maturity Date. The sale of the Bond
on the terms set forth in the Bond Purchase Agreement is hereby approved.
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Section 6. Findings RegardinR Payment of Interest and Principal and Other
Matters. The Board makes the following determinations and findings in accordance with the
Act:

(A) The amounts necessary in each year to pay the principal and installments
of interest on the Bond, assuming funding of the maximum principal amount of thc Bond upon
issuance at an interest rate of 5% per annum, will be no more than the following:

Annual Calendar
Period to and
Including the

Anniversary of the
Closing

Date Occurring in

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034

Principal Payments
Required in
Su~ch Period

Maximum Interest
for Such Period

Total Debt Service
Required

$4O
$4O
$4O

5.0-
S-0-

s-0-

s.0-

5-0.

$4O

5.0-
5-0.
5-0-
$4O

$4O
$.O
$-0-
$-0-
5-0-

$1,800,000,000

$90,000,000
S90,000,000
$90,000,000
S90,000,000
S90,000,000
S90,000,000
$90,000,000
$90,000,000
$90,000,000
$90,000,000
$90,000,000
$90,000,000
S90,000,000
$90,000,000
$90,000,000
$90,000,000
S90,000,000
S90,000,000
S90,000,000
$90,000,000
S90,000,000
$90,000,000
S90,000,000
S90,000,000
$90,000,000
$90,000,000
$90,000,000
S90,000,000
S90,000,000
S90,000,000

$90,000,000
$90,000,000
$90,000,000
S90,000,000
S90,000,000
S90,000,000
S90,000,000
S90,000,000
590,000,000
S90,000,000
$90,000,000
$90,000,000
S90,000,000
$90,000,000
S90,000,000
S90,000,000
S90,000,000
S90,000,000
S90,000,000
$90,000,000
S90,000,000
$90,000,000
S90,000,000
S90,000,000
S90,000,000
$90,000,000
$90,000,000
S90,000,000
S90,000,000

SI,890,000,000
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(B) -T hle terms under which the Project Property is leased shall provide that the
Company shall maintain the Project Property and carry all property insurance as set forth in the
proposed Lessc, with respect to the Project Property.

(C). The rentals payable under the Lease shall be at least sufficient to pay the
amounts set forth In paragraph (A) of this Section 6 (assuming the Bond is funded up to the'
maximum principal amount), and otherwise to render the financing of the acquisition of the
Project Property entirely self-liquidating.

(D) The amount necessary to be paid each year into any reserve fund used to
retire the Bond or maintain the Project Property is zero.

Section 7 Approval of Documents. Authorization ofOfficers. The Board approves
the forms, terms and provisions ofthe Indenture, the Bond, the Leasc and the Bond Purchase
Agreement, and the County shall enter into such documents substantially in the forms of each of
such documents presented at the meeting at which this Ordinance was adopted, with only such
changes as are approved by the Chairman or Vice Chairman of the Board of Commnissioners
(whose signature thereon shall be evidence of his approval) or such other changes as rmay be
approved by supplemental resolution of the Board, provided that such changes are not
inconsistent with this Ordinance. The Board authorizes the Chairman or Vice Chairman of the
Board of Commissioners and the County Clerk or a Deputy County Clerk to execute and deliver
such documents and the Bond bearing interest at the rate of 5% per annum. The Board also
authorizes the County without further action of the Board, to enter into any amendments to the
Indenture, the Bond, the Lease and the Bond Purchase Agreement or agreements or other .
documents as requested by the Company or a lender or other entity providing all or part of the
financing for the Project, provided any such amendments or agreements are not inconsistent with
this Ordinance. -The Chairman or Vice Chairman of the Board of Commissioners are authorized
to execute and deliver any such amendments or agreements on behalf of the County.

Section8. ;Actions to be Taken. The officers of the County shall take such action as
is reasonably required by the Indenture to effectuate its provisions and for carrying out other
transactions as contemplated by this Ordinance, the Indenture, the Lease and the Bond Purchase
Agreement, including without linitation the execution and delivery of any closing documents
conforming to the Bond Purchase Agreement to be delivered in connection with the sale and
delivery of the Bond.

Section 9. Limbed Obligatbo. The Bond shall be a special limited obligation of the
County, payable solely as defined in the Indenture, and shall never constitute a debt or
indebtedness of the County or the State or any political subdivision thereof within the meaning
of any provision or limitation of the State Constitution or statutes and shall not constitute or give
rise to any pecuniary liability of the County or a charge against its general credit or taxing power.
Nothing contained in this Ordinance, the Bond, the Bond Documents or any other instrument
pertaining to the Bond or the Project shall be construed as obligating the County (except with
respect to the Project Property and the application of the revenues therefrom and the proceeds of
the Bond, all as provided in the Bond Documents), nor as incurring a pecuniary liability or a
charge upon the general credit of the County or against its taxing power; nor shall the breach of
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any agreement contained in this Ordinance, the Bond, the Bond Documents, or any other
instrument pertaining to the Bond or the Project be construed as obligating the County (except
with respect to the Project Property and the application of the revenues therefrom and the
proceeds of the Bond, all as provided in the Bond Documents), nor as incurring a pecuniary
liability or a charge upon the general ciedh ofthe County or against its taxing power. Under the
County Industrial Revenue Bond Act, the County has no power to, and shall not, pay out of its
general funds or otherwise contribute any part of the costs of acquisition, construction, or
installation of the Project Property. The County shall not operate the Project Property as a
business or in any manner except as lessor ofthe Project Property pursuant to the County
Industrial Revenue Bond Act.

Section 10. Approval of PILOT Payments. The Board specifically approves the
provisions of Section 6. 11 of the Lease relating to payments by the Company in lieu of taxes for
distribution to the County and to the City of Eunice, New Mexico, or for the benefit of the City
of Eunice, as applicable, all as provided in such Section 6.11.

Section Bond OrdIcler aabl. After the Bond is issued, this Ordinance
shall be and remain irrepealable until the Bond and the interest thereon shall have been duly,
paid, cancelled and discharged or there has been a defeasance of the Bond in accordance with the
Indenture.

Section 12. Stverability. If any section, paragraph, clause or provision of this
Ordinance shall for any reason be held to be invalid or unenforceable, the invalidity or -
unenforceability ofsuch section, paragraph, clause or provision shall not affect any of the
remaining provisions of this Ordinance.

Section 13. Re lr. All bylaws, orders, resolutions and ordinances, or parts thereof,
inconsistent with this Ordinance are repealed to the extent only of such inconsistency. This
repealer shall not be construed as reviving any bylaw, order, resolution or ordinance or part
thereof.

Sectin IA. Recording: Authentication: Publication: Effective Date. This Ordinance,
immtediately upon its final passage and approval, shall be recorded in the ordinance book of the
County, kept for that purpose, and shall be there authenticated by the signature of the Chairman
and the County Clerk. This Ordinance shall be in full force and effect 30 days after such
recordation. The title and a general summary of this subject matter contained in this Ordinance
shall be published in substantially the following form:

(Form of Summary of Ordinance for Publication)

LEA COUNTY, NEW MEXICO

Notice of Adoption of Ordinance

Notice is hereby given of the title and a general summary of the subject matter contained
in Ordinance No. . duly adopted and approved by the Board of Commissioners of Lea

J
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County, New Mexico on December 16,2003 (the "Ordinance"), relating to the authorization and
issuance ofthe County's Industrial Revenue Bond (National Enrichment Facility Project) Series
2004 (the "Bond"). Complete copies of the Ordinance are available for public inspection during
normal and regular business hours of the County Clerk at Lea County Courthouse, 100 North
Main Street, Lovington, New Mexico 88260.

The title of the Ordinance is:

AN ORDINANCE AUTHORIZING THE ISSUANCE AND SALE BY LEA COUNTY, NEW
MEXICO OF ITS INDUSTRIAL REVENUE BOND (NATIONAL ENRICHMENT FACILITY
PROJECT) SERIES 2004 IN A PRINCIPAL AMOUNT NOT TO EXCEED S 1,800,000,000 TO
PROVIDE FUNDS TO FINANCE THE ACQUISITION, CONSTRUCTION AND
INSTALLATION OF AN INDUSTRIAL DEVELOPMENT PROJECT; AUTHORIZING THE
EXECUTION AND DELIVERY OF A LEASE AND PURCHASE AGREEMENT, AN
INDENTURE, A BOND PURCHASE AGREEMENT, THE BOND AND OTHER
DOCUMENTS IN CONNECTION WITH THE ISSUANCE OF THE BOND AND THE
PROJECT; MAKING CERTAIN FINDINGS AND DETERMINATIONS RELATING TO THE
BOND AND THE PROJECT; RATIFYING CERTAIN ACTIONS TAKEN PREVIOUSLY;
AND REPEALING ALL ACTIONS INCONSISTENT WITH THIS ORDINANCE.

The following is a general summary of the subject matter contained in the Ordinance.

The recitals state that Lea County, New Mexico (the "County") is authorized under the
County Industrial Revenue Bond Act (the 'Act") to issue industrial revenue bonds to acquire
industrial development projects located within the County and not within the boundaries of any
incorporated municipality in the County; that Louisiana Energy Services, L.P. (the "Company')
has delivered a proposal (the "Proposal") that the County issue its Industrial Revenue Bond
(National Enrichment Facility Project) Series 2004, in an amount not to exceed $1,800,000,000
(the "Bond), to finance the acquisition, construction and installation by the County of certain
property (the "Project Property") to be located on the north side of State Highway 176, on a
portion of Section 32, Township 21 South, Range 38 East, N.M.P.M., approximately 2.4 miles
east of the intersection ofState Highway 176 and State Highway 234 within the juristictional
limits of the County, that will enrich uranium to be used to generate electricity, as a service to the
nuclear power plant industry;, that the Project Property would be leased and sold to the Company
under a certain Lease and Purchase Agreement between the County and the Company (the
"Lease"); that the Bond would be issued pursuant to the provisions of an Indenture among the
County, the bond purchaser (the "Purchaser"), and a trust depository (the "Indenture"); that the
Bond would be sold to the Purchaser pursuant to a Bond Purchase Agreement (the "Bond
Purchase Agreemeni", and together with the Bond, the Lease and the Indenture, the "Bond
Documents") between the County, the Company and the Purchaser; that the Board of
Commissioners of the County (Board") has concluded that the benefits to the County of issuing
the Bond are substantial and that the issuance of the Bond will constitute a valid public purpose
under the Act; and that notice of the Board's intention to consider adoption of the Ordinance was
published in conformance with legal requirements.
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Sections I through 3 ratify previous action taken in connection with the issuance of the
Bond; approve the Proposal; authorize the acquisition, lease and sale of the Project Property; and
provide that the Project Property shall be located within the County and not within the
boundaries of any incorporated municipality ofthe County.

Sections 4 through 6 authorize the issuance of the Bond in a principal amount not to
exceed S1,800,000,000; approve the form and terns of the Bond; provide that the Bond shall
mature on the anniversary of the issuance date of the Bond in 2034 and shall bear interest as
provided in the Indenture; provide that other details ofthe Bond shall be provided in the
Indenture; approve the sale of the Bond on the terms set forth in the Bond Purchase Agreement;
and make certain findings and determinations pursuant to the Act, including the maximum
annual amounts necessary for debt service on the Bond, that the Company shall maintain the
Project Property and carry all property insurance (or self-insure), that the rentals under the Lease
shall be sufficient to pay all debt service on the Bond, and that no reserve fund will be necessary
to retire the Bond or to maintain the Project Property.

Sections 7 through 9 approve the forms of the Bond Documents; authorize and direct
County officials to execute and deliver the Bond Documents; authorize County officials to
execute and deliver other documents and to take such other actions as are reasonably necessary
to effectuate the Ordinance; provide that the Bond shall be a special limited obligation ofthe
County, payable solely as provided in the Indenture; state that the Bond shall never constitute a
debt or indebtedness of the County within the meaning of any provision or limitation of the New
Mexico constitution; and provide that the Bond shall never give rise to a pecuniary liability of
the County or a charge against the County's general credit or taxing power.

Sections 10 through 14 approve the provisions of the Lease requiring payments in lieu of
taxes; provide that the Ordinance shall be irrepealable while the Bond is outstanding; provide
severability and repealer provisions; direct the authentication and recording of the Ordinance;
and provide for the publication of notice of the adoption of the Ordinance.

This notice constitutes compliance with the Public Securities Limitation of Action Act,
Sections 6-144 to 6-14-7 NMSA 1978.

(End of Form of Summary for Publication)

PASSED AND ADOPTED by the Board of Commissioners of Lea County the day
of December, 2003.

ofaii- Go(PI ard of Corr ~ ners

'
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ATTEST:

* S.
APOVED AND AOSTE BY:R

APPROVED AS TO FORM:

County Attorney:



BOOK 2 PAOE 557

BOND PURCHASE AGREEMENT

NEF SERIES 2004, LLC, a Delaware limited liability company (together with its
successors, assigns and transferees, the "Purchaser"), LEA COUNTY, NEW MEXICO (the
'Issuer") and LOUISIANA ENERGY SERVICES. L.P., a Delaware limited partnership (the
'Company") agree:

Section 1. Recils. The Issuer, the Purchaser and Bank of Albuquerque, NA. a national
banking association, as Depository (the "Depository"), have entered into an Indenture dated the
Closing Date indicated below (the 'Indenture"). Capitalized terms that are not otherwise defined
herein shall have the meanings given to such terms as set forth in the Indenture and the Lease (as
that term is defned in the Indenture). Pursuant to the Indenture, the Issuer will issue its
Industrial Revenue Bond (National Enrichment Facility Project) Series 2004 in the maximum
principal amount ofSl ,800,000,000 (the "Bond"). Proceeds of the Bond will be used by the
Company to acquire the Project Site or the right to use and occupy the Project Site and to
construct and install the Improvements in connection with the establishment of a uranium
enrichment facility (the Project Site and the Improvements are herein collectively referred to as
the "Project").

Section 2. Purchase and Delivery. On the basis of the representations and covenants
contained in this Bond Purchase Agreement (this 'Bond Purchase Agreement") and subject to
the terms and conditions contained in this Bond Purchase Agreement, the Indenture and the
Lease, the Purchaser agrees to purchase the Bond from the Issuer and the Issuer agrees to sell the
Bond to the Purchaser. As consideration for the sale of the Bond, the Purchaser agrees to pay the
purchase price of the Bond in an amount up to the maximum principal amount of S1,800,000,000
at the time of delivery thereof or based on advances of lesser amounts at the times and under the
conditions specified in Section 404 of the Indenture. The Issuer will deliver the Bond to the
Purchaser, on or before p.m., Albuquerque Time, on . 2004, or at
such other time not later than five business days thereafler as the Purchaser and the Issuer may
agree (the "Closing Date").

Section 3. Issuer Rpresentations. The Issuer represents that, as of the date of this Bond
Purchase Agreement:

(a) Each of the representations of the Issuer in the Lease and this Bond
Purchase Agreement (collectively, the "Company Documents") is true and correct as if made on
and as of the date of this Bond Purchase Agreement.

(b) Pursuant to Ordinance No. duly adopted by the Board of
Commissioners of the Issuer on December 16, 2003 (the "Bond Ordinance"), the Issuer has duly
authorized and approved (i) the execution and delivery by the Issuer of the Bond Documents and
the performance by the Issuer of its obligations under the Bond Documents, and (ii) the issuance,

I
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execution and delivery ofthe Bond. The Bond Ordinance is in full force and effect and has not
been amended, modified, repealed or rescinded.

-(c) The Issuer Is not aware of any ad, condition or thing required on the part of
the Issuer by the Constitution and laws of the State to happen, exist or be performed precedent to
and for the execution and delivery of this Bond Purchase Agreement and the issuance of the
Bond, which has not happened, does not exist or has not been performed.

Section 4. Company Renresentations. The Company represents that, as of the date of
this Bond Purchase Agreement:

(a) Tbe Company is a limited partnership organized and validly existing under
the laws of the State of Delaware, is registered to conduct business as a foreign limited
partnership in the State, is in good standing under the laws of the State, and has or will obtain at
the necessary time, all licenses and permits required to lease and operate the Project. The
Company has not received any notice of an alleged violation and is not in violation of any
zoning, land use, Environmental Law or other similar law or regulation applicable to the property
subject to the Lease. The Company has ful right, power and authority to approve, enter into,
deliver and/or perform its obligations under the Bond Documnents and to perform such other acts
and things as are provided herein and therein for it to perform.

(b) The approval by the Company of the Bond Documents and the execution,
delivery and performance of its obligations under the Company Documents, compliance by the
Company with the provisions hereof and of any and all of the foregoing documents, the
application by the Company of the proceeds of the sale of the Bond for the purposes described in
the Indenture, and the consummation of the transactions contemplated herein do not and will not
conflict with or result in the breach of any of the terms, conditions or provisions of or constitute
a default under, the certificate of limited partnership and any amendments thereto or the limited
partnership agreement and any amendments thereto of the Company or any agreement,
indenture, mortgage, lease or instrument to which the Company is a party or by which the
Company or any of its property is or may be bound or any existing law or court or administrative
regulation, decree or order which is applicable to the Company or any of its property, and do not
and will not result in the creation or imposition of any lien of any nature uponany of the Project
Property, except for Permitted Liens (as defined in the Lease).

(c) To the best of its knowledge, no "Default", "Event of Default" or event wViich,
with notice or lapse of time or both, would constitute a 'Defauk" or an "Event of Default" under
the Bond Documents has occurred and is continuing.

(d) The Company has duly authorized all necessary action to be taken by it for
(i) the issuance and delivery of the Bond by the Issuer upon the terms and conditions and for the
uses set forth or described herein and in the Indenture; (ii) the approval of the Bond and the Bond
Documents; and (iii) the execution, delivery or receipt of and the performance as applicable, of
its obligations under the Bond Documents and any and all such other agreements and documents

2



I U

ORD
*BoK 2 PAOE 559

as nay be required to be executed, delivered or received by the Company in order to carry out,
effectuate and consummate the transactions contemplated herein and therein.

(e) The Company will not take or omit to take any action which will in any way
cause or result in the proceeds of the sale of the Bond being applied in a manner other than as
provided in the Indenture and the Lease.

(f) There is no action, suit, proceeding at law or in equity before or by any court,
public board or body pending or, to the best of the knowledge of the Company, threatened,
against or affecting the Company or its property wherein an unfavorable decision, ruling or
finding would have a material adverse effect on (i) the transactions contemplated in this Bond
Purchase Agreement, (ii) the validity or enforceability in accordance with their respective terms
of the Bond Documents, (iii) the financial condition of the Company or the operation by the
Company of its property, or (iv) the legal existence of the Company or the titles of its officers to
their respective offices.

(g) On or before the date of the sale and delivery of the Bond, the Company will
approve or execute and deliver the Company Documents. When executed and delivered, this
Bond Purchase Agreement and the Lease will be the legal, valid and binding obligations of the
Company enforceable against the Company in accordance with their respective terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting creditors! rights generally and general principles of equity.

(h) All Licensing Approvals (as defnued in the Lease) required to date in
connection with the Project, if any, have been obtained, and all Licensing Approvals required for
the construction and operation of the Project will be obtained in due course, and in time for the
Company to satisfy or cause to be satisfied all construction and other performance obligations
with respect thereto.

(i) All liens, encumbrances, covenants, conditions and restrictions, if any,
affecting the Project including the liens created by the Lease and the Indenture, are Permitted
Liens, and will not materially adversely affect the value of, or materially interfere with or
materially impair the operation of, the property currently affected thereby for the purpose for
which it was acquired or is held by the Company.

0) Any certificate signed by an authorized officer of the Company delivered to
the Issuer or to the Purchaser in connection with the issuance of the Bond will be deemed a
representation and warranty by the Company to the Issuer and the Purchaser as to the statements
made therein.

Section S. Purchaser The Purchaser represents and acknowledges that,
as of the date of this Bond Purchase Agreement:

3
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(a) Ihe Purchaser is a ,organized and validly existing
under the laws of- ad in good standing under the laws ofthe State of

- is related to or affiliated. with the Company, and has duly authorized the
execution, delivery and performance of this Bond Purchase Agreement.

(b) The Purchaser is purchasing the Bond for its own account for investment and
with no present intention of distributing or reselling the Bond or any interest in the Bond other
than possibly to an entity that is related to or filiated with the Purchaser, but without prejudice,
however, to its right at all times to sell or otherwise dispose of all or any part of the Bond in
compliance with the Securities Act of 1933, as amended, the regulations promulgated thereunder
and applicable state securities laws and regulations upon receipt of appropriate investor
representations and in accordance with the applicable terms of the Indenture and the Bond.

(c) The Purchaser understands that the Bond is a special limited, and not a
general, obligation of the Issuer, and is payable solely from the funds or property available under
the Lease and the Indenture and pledged to the payment of the Bond. It understands that the
Bond is not secured by any obligation or pledge of any monies received or to be received from
taxation or from the State or any political subdivision or taxing district thereof (including,
without implied limitation. the Issuer), and that the Bond will never represent or constitute a
general obligation,;debt or bonded indebtedness of the Issuer, the State, or any political
subdivision thereof, and that no right will exist to have taxes levied by the Issuer, the State, or
any political subdivision thereof, for the payment of principal of, premium, if any, and interest
on the Bond. The Purchase tunderstands that the payment of the Bond depends upon the general
credit of the Company, and upon the security granted in the Indenture for the Company's
obligations under the Ltase.

(d); -The Purchaser has received copies of financial statements of the
Company, has been afforded the opportunity to discuss the business, assets and financial position
of the Company with the officers, employees and auditors of the Company, has had access to and
has undertaken to collect and investigate for itself information the Purchaser considers material
or potentially material to its Investment in the Bond, and has received such information
concerning the Company and its business, assets and financial position, and the Project (as
defined in the Lease) as it deems necessary in making its decision to purchase the Bond.

(e) The Purchaser is duly and legally authorized to purchase the Bond, has
such knowledge and experience in financial and business matters, including matters involving
investments such as the Bond, that it is capable of evaluating the merits and risks of its purchase
of the Bond, is aware of the intended use of proceeds of the Bond, and understands that interest
on the Bond is not excludable from gross income for federal income tax purposes.

(I) The Purchaser understands that the Issuer, its officials, employees,
counsel, agents and consultants have not undertaken to furnish any information with respect to
the Company or to ascertain the accuracy of any information furnished to the Purchaser with
respect to the Company, and the Purchaser has not requested or received any representations
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from the Issuer with respect to any such information or its accuracy or completeness. The
Purchaser waives any requirement of due diligence in investigation or inquiry on the part of the
Issuer, its officials, employees, counsel, agents and consultants and all claims, actions or causes
of action which the Purchaser may have from and after the date hereofagainst the Issuer, its
officials, employees, counsel, agents and consultants growing out of any such action which any
of the foregoing took, or could have taken, in connection with the authorization, execution,
delivery, sale or resale of the Bond to or by the Purchaser or in connection with any statement or
representation which induced the Purchaser to purchase the Bond.

(g) The Purchaser has received and reviewed copies in draft and final form of
the Bond Documents and the Bond Ordinance.

(h) This Bond Purchase Agreement constitutes the legal, valid and binding
obligation of the Purchaser, enforceable against the Purchaser in accordance with its terms,
except as enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or
other similar laws affecting creditors! rights generally and general principles of equity.

(i) The Purchaser has been informed by the Company and agrees that the
Indenture has not been qualified under the Trust Indenture Act of 1939, and that the Bond (i) is
not being registered or otherwise qualified for sale under (a) the Securities Act of 1933, as
amended, or (b) the "Blue Sky' or securities laws and regulations of any state, (i) will not be
listed on any stock or other securiis exchange, (iii) will not carry a rating from any rating
service and (iv) will not be readily marketable. The Purchaser has been informed by the
Company and agrees that a legend will be placed on the Bond certificate or any other documents
evidencing ownership of the Bond to the effect that it has not been registered under the Securities
Act of 1933, as amended, or the applicable state 'Blue Sky' or securities laws and that it may
only be transferred, pledged or hypothecated in compliance with the terms of the Indenture and
the Bond.

0j The Purchaser acknowledges that its purchase of the Bond constitutes a
transaction in a bond secured by the Indenture which is, among other things, a personal property
security agreement, pursuant to which the Bond is offered and sold as a unit.

(k) The execution, delivery and performance ofthis Bond Purchase
Agreement by the Purchaser will not constitute a default under any other agreement by which the
Purchaser is bound.

Section 6. Indernnifcaxion.

(a) The Company agrees to indemnify, defend and hold harmless the Issuer
and all officials, members of the County Board of Commissioners, officers, employees and
agents of the Issuer and each person, if any, who has the power to direct or cause the direction of
the management and policies of the Issuer (together with the Issuer, the "Indemnified Parties"
and each singularly an "Indemnified Party") against any and all losses, claims, damages,
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liabilities, joint or several, or any expenses related thereto whatsoever arising out ofor in
connection with or caused by any pledge, offering, sale or resale of the Bond in violation of any
federal or state securities laws or by an untrue statement or misleading statement or alleged
untrue statement or alleged misleading statement of a material fact made to any person or caused
by an omission or alleged omission of any material fact in connection with the Bond or the
pledge, sale, resale or delivery thereof to the extent that such violation or untrue or misleading
statement or omission or alleged or misleading statement or omission was made or caused by the
Company, except to the extent such indemnnky shall be violative of public policy.

(b) In case a claim shall be made or any action shall be brought against one or
more of the Indemnified Parties based upon the matters described in Subsection 6(a) above and
in respect of which Indemnity is sought against the Company pursuant to Subsection 6(a) above,
the Indemnified Party or Indemnified Parties seeking indemnity shall, within ten days of being
notified ofan action against it, notify the Company, in writing, and the Company shall promptly
assume or cause'the assumption of the defense thereof, including the enployment of counsel
chosen by the Company and approved in writing by the Issuer (provided that such approval by
the Issuer shall not be unreasonably withheld), the payment of the reasonable expenses of such
counsel, and the right of the Issuer to participate in negotiations and to consent to settlement. If
any Indemnified Party Is advised in a written opinion of independent counsel (i) that there may
be legal defenses available to such Indemnified Party which are adverse to or in conflict with
those available to the Company, or (ii) that the defense of such Indemnified Party should be
handled by separate counsel, the Company shall not have the right to assume or cause the
assumption of the defense of such Indemnified Party, and the Company shall be responsible for
the reasonable fees and expenses of counsel retained by such Indemnified Party, provided such
counsel is apptroved In writing by the Company, in assuming its own defense. If the Company
shall have failed to assume or cause the assumption of the defense of such action or to retain
counsel reasonably satisfactory to the Issuer within a reasonable time after notice of the
commencement of such action, the reasonable fees and expenses of counsel retained by the
Indemnified Party shall be paid by the Company. Notwithstanding, and in addition to, any of the
foregoing, any one or more of the Indemnified Parties shall have the right to employ separate
counsel with respect to any such claim or in any such action and to participate in the defense
thereof but the fees and expenses of such counsel shall be paid by such Indemnified Party or
Indemnified Parties unless the employment of such counsel has been specifically authorized in
writing by the Company. The Company shall not be liable for any settlement of any such action
effected without the written consent of the Company, but if settled with the written consent of
the Company, or if there is a finalludgment for the plaintiff in any such action with or without
consent, and after all appeals have been taken and final orders or dismissals entered, the
Company agrees to indemnify and hold harmless the Indemnified Parties from and against any
loss or liability by reason of such settlement or judgment.

(c) The Purchaser agrees to indemnify and hold harmless the Indemnified
Parties from and against any and all losses, claims, damages, liabilities or expenses related
thereto arising out ofor caused by any offering or resale of the Bond by the Purchaser in
violation of any federal or state securities laws or by an untrue statement or misleading statement
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or alleged untrue statement or alleged misleading statement of a material fact made to any person
or caused by an omission or alleged omission of any material fact in connection with the Bond or
the sale, resale or delivery thereof to the extent that such violation or untrue or misleading
statement or omission or alleged or misleading statement or omission was made or caused by the
Purchaser, except to the extent such indemnity shall be violative of public policy.

(d) In case any claim shall be made or any action shall be brought against one
or more of the Indemnified Parties based upon the matter described in Subsection 6(c) above and
in respect of which indemnity is sought against the Purchaser pursuant to Subsection 6(c) above,
the Indemnified Party or Indemnified Parties seeking indemnity shall within ten days of being
notified ofan action against it, notify the Purchaser in writing, and the Purchaser shall promptly
assume or cause the assumption of the defense thereof, including the employment of counsel
chosen by the Purchaser, reasonably satisfactory to the Issuer, the payment of all reasonable fees
and expenses and the right to negotiate and consent to settlement. If any Indemnified Party is
advised in an opinion of independent counsel (i) that there may be legal defenses available to
such Indemnified Party which are adverse to or in conflict with those available to the Purchaser,
or (ib) that the defense of such Indermified Party should be handled by separate counsel, the
Purchaser shall not have the right to assume the defense of such Indemnified Party, but shall be
responsible for the reasonable fees and expenses of counsel retained by such Indemnified Party,
provided such counsel is approved in writing by the Purchaser, in assuming its own defense. If
the Purchaser shall have failed to assume or cause the assumption of the defense of such action
or to retain counsel reasonably satisfactory to the Issuer within a reasonable time after written
notice of the commencement of such action, the reasonable fees and expenses of counsel retained
by the Indemnified Party shall be paid by the Purchaser. Notwithstanding, and in addition to,
any of the foregoing, any one or more of the Indemnified Parties shall have the right to employ
separate counsel in any such action and to participate in the defense thereof; but the fees and
expenses of such counsel shall be at the'expense of such Indemnified Party or Parties unless the
employment of such counsel has been specifically authorized in writing by the Purchaser. The
Purchaser shall not be liable for any settlement of any such action effected without its written
consent, but if settled with the written consent of the Purchaser or if there is a final judgment for
the plaintiff in any such'action, with or without consent, and after all appeals have been taken
and final orders or dismissals entered, the Purchaser agrees to indemnify and hold harmless the
Indemnified Parties from and against any loss or liability by reason of such settlement or
judgment.

Section 7. Condition. The obligation of the Purchaser to purchase the Bond and the
obligation of the Issuer to sell the Bond are subject to satisfaction of the following conditions
precedent:

(a) The representations of the Issuer, the Company and the Purchaser in this
Bond Purchase Agreement, the Lease and the Indenture, as applicable, will be true and correct on
and as of the Closing Date as if made on and as of the Closing Date.
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, (b) As ofthe Closing Date, no Default (as defined in the Indenture) or Event
of Default (as defined In the Lease) wiln have oc&urred and be continuing, and no event will have
occurred and be continuing which, with the lapse of time or the giving of notice or both, would
constitute a Defaul or Event of Default.

(c) On or before the Closing Date, al actions required to be taken as of the
Closing Date in connection with the Bond, the Bond Ordinance and the Bond Documents by the
Issuer and the Company as of the Closing Date will have been taken, and the Issuer and the
Company will each have performed and complied with all agreements, covenants and conditions
required to be perfonmed or complied with by the Bond Ordinance and the Bond Documents (to
which the Issuer and the Company are parties) as ofthe Closing Date.

- (d) h- Te Indenture will have been duly executed and delivered by the Issuer,
the Purchaser and the Depository. The Lease will have been duly executed by the Issuer and the
Company. Each ofthe Bond Documents, the Bond Ordinance and all other official action of the
Issuer relating to the Bond, the Project and the Bond Documents will be in full force and effect
on the Closing Date and will not have been amended, modified or supplemented on or before the
Closing Date.

(e) The Issuer, the Company and the Purchaser will have received the
following, each dated the Closing Date:

- (t) the approving opinion of Rodey Dickason, Sloan, Akin & Robb,
P.A., Bond Counsel, substantially in the form of Exhibi A attached hereto;

(ii) the opinion of asto due
organization, good standing and registration in New Mexico of the Company and the Purchaser,
due authorization, execution, delivery and enforceability of the Bond Documents to which the
Company and Purchaser are party, and as to the issuance of approvals, permits, licenses and
consents necessary for the execution and delivery of the Bond Documents by the Company and
the Purchaser, substantially in the form of Exhibit B attached hereto;

:-(iii) - the opinion of Lawrence D. Hanna of Hanna & LaBree, P.C., as
legal counsel to the Issuer, substantially in the form set forth in Exhibit C attached hereto;

(iv) RESERVED

(v) such other opinions ofcounsel that Purchaser may reasonably
request in connection with the Project and the purchase ofthe Bond;

- a certificate of the Issuer signed by a duly authorized officer of the
Issuer to the effect set forth In subsections (a), (b), (c) and (d) of this Section 7;
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(vii) .a certificate of the Company signed by a duly authorized ofricer of
the Company to the effect set forth in subsections (a), (b) and (c) of this Section 7;

(viii) a certificate of the Purchaser signed by a duly authorized officer of
the Purchaser to the effect set forth in subsections (a) and (d) of this Section 7;

(ix) a certificate of the Depository signed by a duly authorized officer of
the Depository, to the effect that (A) be or she is an authorized officer of the Depository- (B) the
Indenture has been duly executed and delivered by the Depository; (C) the Depository has all
necessary corporate powers required to execute and deliver, and to perform its obligations under,
the Indenture; and (D) to the best of his or her knowledge, the execution and delivery by the
Depository ofthe Indenture and the performance by the Depository of its obligations under the
Indenture will not conflict with or constitute a breach of or default under any law, administrative
regulation, consent decree or any agreement or other instrument to which the Depository is
subject or by which the Depository is bound; and

(x) such additional legal opinions, certificates, proceedings,
instruments and other documents as any Party or Bond Counsel may reasonably request.

If any conditions to the obligations of the Purchaser or the Issuer under this Bond Purchase
Agreement are not satisfied and if the satisfaction of such conditions is not waived by the
Purchaser or the Issuer, then, at the option of the Purchaser or the Issuer (as applicable), (A) the
Closing Date will be postponed for such period, not to exceed seven days, as may be necessary
for such conditions to be satisfied or (B) the obligations of the Purchaser and the Issuer under
this Bond Purchase Agreement will terminate, and neither the Purchaser nor the Issuer will have
any further obligations or liabilities under this Bond Purchase Agreement.

Section. Survival. AU agreements, covenants and representations and al other*
statements of the Issuer, the Company and the Purchaser and their respective officers set forth in
or made pursuant to this Bond Purchase Agreement will survive the Closing Date and the
delivery of and payment fbr the Bond by the Purchaser.

Section 9. Bond Not General Obligation of Issuer. Neither the faith and credit nor tie .
taxing powerof the State orofany of its political subdivisions, including the Issuer, is plej~to
the payment of the principal of, interest on or redemption price of the Bond. The Bond will be
payable by the Issuer solely out of the revenues, proceeds and receipts pledged by the Issuer- 3 .
under the Indenture. The principal of interest on and redemption price of the Bond will npwer -
constitute a debt or indebtedness or general obligation of the Issuer within the meaning of any
State constitutional provisionor statutory limitation. The Bond will never constitute or give rise
to a pecuniary liability of the Issuer or be a charge against its general credit or a charge against
the general credit or the taxing powers of the State or any political subdivision thereoE 1 P. b*r,.

Section 10. Applicable LawThe validity, construction and effect of each of the Bond
Documents will be governed by the law of the State applicable to agreements made and to be
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performed in the State, without regard or effect given to conflict of laws rules which would
require the application of the laws of any otherjurisdiction.

Section 11. Counterpars This Bond Purchase Agreement may be executed in any
number of counterparts, each of which so executed and delivered will constitute an original and
all together will constitute but one and the same instrument.

Section 12. Svrability. If any section, paragraph, clause or provision of this Bond
Purchase Agreement shall for any reason be held to be invalid or unenforceable, the invalidity or
unenforceability of such section, paragraph, clause or provision shall not affect any of the
remaining provisions of this Bond Purchase Agreement.

Section 13. Performance by Purchaser. The respective obligations of the Issuer and the
Company hereunder are subject to the performance by the Purchaser of its obligations hereunder.

Section 14. Limitation of Issuer's Liabilit . No agreements or provisions contained
herein nor in any other of the Bond Documents or the Bond nor any agreement, covenant or
undertaking by the Issuer contained in any document executed by the Issuer in connection with
any property of the Company financed, directly or indirectly, out of the Bond proceeds or the
issuance, sale and delivery of the Bond will ever give rise to any pecuniary liability of the Issuer,
its officers or members of its governing body or constitute a charge against the Issuer's general
credit or taxing powers, or will obligate the Issuer financially in any way, except with respect to
the funds or property available under the Lease or under the Indenture and pledged to the
payment of the Bond, and their application as provided under the Indenture. No failure of the
Issuer to comply with any terms, covenants or agreements herein or in any Bond Document, the
Indenture or in any other document executed by the Issuer in connection with the Bond will
subject the Issuer, its officers and members of its governing body to any pecuniary charge or
liability except as to the extent that the same can be paid or recovered from the funds available
hereunder or under the Indenture and pledged to the payment of the Bond. Without limiting the
requirement to perform its duties or exercise its rights and powers under the Bond Documents
upon receipt of appropriate indemnity or payment, none of the provisions of this Bond Purchase
Agreement, the Lease or the Indenture will require the Issuer to expend or risk its funds or to
otherwise incur financial liability in the performance of any of its duties or in the exercise ofrny
of its rights or powers under any Bond Document or the Indenture. Nothing in any Bond
Document will preclude a proper party in interest from seeking and obtaining, to the extent
permitted by law, specific performance against the Issuer for any failure to comply with any
term, condition, covenant or agreement herein or in the Bond Documents; provided, that no
costs, expenses or other monetary relief will be recoverable from the Issuer except as may be
payable from the funds available hereunder or under the Indenture and pledged to the payment of
the Bond.

Section 15. Hotice. All notices required under this Bond Purchase Agreement shall be
deemed to be properly sent if in writing, signed by the Party or authorized agent sending the
notice, and (i) delivered personally, (ii) sent by registered or certified mail, (iii) sent by a
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recognized overnight express mail carrier, or (iv) sent by facsimile, if a copy is sent by one of
the methods in (i), (ii) or (iii) as soon as practicable thereafter, addressed to the Issuer, the
Company, the Purchaser or the Depository, as the case may be, at the following addresses, and
such notices shall be effective on the date of receipt thereof:

If to the Issuer

with a copy to:

If to the Purchaser

If to the Company:

with a copy to:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 396-8601
Fax (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, PA.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter FranIlin

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036
Attention: E. James Ferland, Managing Member
Phone' (202) 659-4344
Fax- (202) 659-0791

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036
Attention: E. James Ferland, President
Phone: (202) 659-4344
Fax: (202) 659-0791

Rodey Law Firm-
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax (505) 768-7395

IIl
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If to the Depositoryr. Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (S0S) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or diffcrent addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 16. Remedies. Except as otherwise provided in Section 14 of this Agreement.
Section 1 13 of the Lease and Section 1112 of the Indenture, no right or remedy conferred on any
Party in this Bond Purchase Agreement is intended to be exclusive of any other right or remedy.
Each such right or remedy is in addition to every other right or remedy provided in any of the
Bond Documents or by law. No delay or omission of any Party to exercise any such right or
remedy will impair any such right or remedy or be construed to be a waiver. Every such right or
remedy may be exercised from time to time and as often as the relevant Party may deem
expedient. No waiver by any Party of any right or remedy with respect to any Default or Event
of Default will extend to or affect any other existing or subsequent Default or Event of Default.

Section 17. Beneficiari. Nothing expressed or implied in any of the Bond Documents
is intended or is to be construed to confer upon any Person other than the Parties (and, in the case
of Section 6 bereofand Section 6.3 ofthe Lease only, the Indemnified Partics) any right, remedy
or claim, legal or equitable.

Section 18. No Violation of Public Policies RegardinM Indemnity. Notwithstanding any
other term or condition of this Bond Purchase Agreement, to the extent, if at all, that
Section 56-7-1 NMSA 1978, as amended, is applicable to any agreement to indemnify, hold
harmless, insure, or defend another party contained herein or in any related documents, such
agreement will not extend to liability, claims, damages, losses or expenses, including attorneys'
fees, arising out of bodily injury to persons or damage to property caused by or resulting from, in
whole or in part, the negligent act or omission of any indernnitee, its officers, employees or
agents.

Section 19. NosnMerger. The provisions of this Bond Purchase Agreement shall survive
the conveyance of the Project Property to the Issuer, the reconveyance of the Project Property to
the Company, and all other performances hereunder, and shall not be deemed merged in any
deed or other instrument or document delivered hereunder.

Section 20. Obligations of IssuerNot Obligations of Officials Individually. All
obligations of the Issuer under the Bond Documents and the Bond will be deemed to be
obligations of the Issuer to the full extent permitted by the Constitution and laws of the State.
No obligation under any of the Bond Documents or the Bond will be deemed to be an obligation
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of any present or future officer (including, without limitation, any member of the County Board
of Commissioners) or employee of the Issuer in his or her individual capacity, and no officer of
the Issuer who executes the Bond will be personally liable on the Bond or be subject to any
personal liability or accountability by reason of the issuance of the Bond.

Section 21. Amendments. This Bond Purchase Agreement may be amended by one or
more instruments executed by the Issuer, the Company and the Purchaser. The Issuer shall
amend this Bond Purchase Agreement as requested by the Company or a lender or other entity
providing all or any part of the Project Financing (as defined in the Lease), provided any such
amendment is not inconsistent with the Bond Ordinance.

DATED: January 2004.

ISSUER:

LEA COUNTY, NEW MEXICO

Byr_

Name: HarryTea g

Its: Chairman ofthe Board of Commissioners

PURCHASER:

NEF SERIES 2004, LLC

By:

Name:

Its: _

13
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- I COMPANY:

LOUISIANA ENERGY SERVICES, LP.

By:

Name: E. James Ferland

Its: President

14
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EXHIBIT A
OPINION OF BOND COUNSEL

January _, 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

Bank of Albuquerque, National Association
201 Third Street NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of $1,800,000,000

Ladies and Gentlemen:

We have acted as Bond Counsel in connection with the issuance and sale by Lea County,
New Mexico (the 'Issuer) of its Industrial Revenue Bond (National Enrichment Facility Project)
Series 2004 in the rnmxirnum principal amount of $1,800,000,000 (the 'Bond").

The Bond will bear interest on the outstanding principal amount at 5% per annum, and -
will mature on _ 2034 (the 'Maturity Date"). Interest on the Bond is payable
on each , beginning on , 2005, until and including the
Maturity Date. The entire principal amount of the Bond will be payable in one payment on the
Maturity Date.

The Bond is subject to redemption prior to maturity as described in the Indenture dated
the date hereof (the "Indenture") among the Issuer, NEF Series 2004, LLC (the "Purchasers) and
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Bank of Albuquerque, National Association, Albuquerque, New Mexico, as Depository (the
'Depository').

The principal of, Interest on and redemption price of the Bond are not general obligations
of the Issuer but special limited obligations payable by the Issuer solely from certain revenues
pledged under the Indenture.

Neither the faith and credit nor the taxing power of the State ofNew Mexico or of any of
its political subdivisions, including the Issuer, is pledged to the payment of the principal of,
interest on or redemption price of the Bond. The principal of, interest on and redemption price
of the Bond will never constitute a debt or indebtedness of the Issuer within the meaning of any
provision or limitation of the constitution or laws of the State of New Mexico. The Bond will
never constitute nor give rise to a pecuniary liability of the State of New Mexico or any of its
political subdivisions, including the Issuer, or a charge against their general credit or taxing
powers.

In connection with the issuance of the Bond we have examined:. (a) a certified copy of an
ordinance adopted December 16, 2003 by the governing body of the Issuer, authorizing the
issuance of the Bond (together, the 'Bond Ordinance'), pursuant to and under the provisions of
Chapter 4, Article 59 New Mexico Statutes Annotated, 1978 Compilation, as amended (together
with the Bond Ordinance, the 'Act"); (b) the executed Bond; (c) executed counterparts of the
Indenture, the Lease and Purchase Agreement dated the date hereof (the 'Lease") between the
Issuer and Louisiana Energy Services, L.P., a Delawsre limited partnership (the 'Company) and
the Bond Purchase Agreement dated the date hereof among the Issuer, the Company, and the
Purchaser (the 'Bond Purchase Agreement" and, together with the Indenture and the Lease, the
'Bond Documents"); and (d) such other opinions, documents, certificates and letters as we deem
relevant in rendering this opinion.

For purposes of the opinions set forth below, we have assumed with your permission:

A. that each of the Bond Documents and each other document and instrument
relating to the Bond has been duly authorized, executed and delivered by each party thereto other
than the Issuer and each Bond Document is the legal, valid and binding obligation of each party
thereto other than the Issuer, and is enforceable against each such party in accordance with its
terms; and -:

B. that the execution, delivery and performance of the Bond Documents by any party
will not violate or be in conflict with, or result in the violation of any of the terms, conditions, or
provisions of, or constitute default, or require approval or consent under New Mexico and federal
law and applicable regulations, any agreements or other documents or instruments or any
judgment, decrees or other orders to which such party is a party or to which any such party may
be subject.
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Based on such examination and the assumptions, and subject to the qualifications set
forth in this letter, we are ofthe opinion that:

1. The Issuer is a governmental subdivision of the State of New Mexico and has the power
and authority, under the constitution and laws of the State of New Mexico, including the
Act, to execute and deliver the Bond Documents, and to authorize, execute, issue and
deliver the Bond.

2. The terms and provisions of the Bond and the Bond Documents comply in all respects
with the requirements ofthe Act.

3. The Bond has been validly authorized, executed and issued in accordance with the laws
of New Mexico and'represents the valid and binding special limited obligation of the
Issuer.

4. The Bond Documents have been duly authorized, executed and delivered by the Issuer
and, assuming due authorization, execution and delivery by the other parties thereto, the
Bond Documents and the Bond, constitute legal, valid and binding special limited
obligations of the Issuer enforceable against the Issuer in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting creditors! rights generally and general
principles of equity.

5. Neither the Bond nor the Lase is required to be registered under any New Mexico or
federal securities law. The Indenture is not required to be qualified under the Trust
Indenture Act of 1939, as amended.

6. The provisions of Rule 15c2-12 of the Securities and Exchange Commission are not
applicable to this transaction inasmuch as the Bond is being sold in a private sale without
participation of an underwriter.

Each of the opinions expressed above is subject to the following further qualifications,
whether or not such opinions refer to such qualifications:

(i) The collateral pledged and in which a security interest is granted under the
Indenture is personal property and does not constitute any goods that are or may
become fixtures pursuant to Section 55-9-334 NMSA 1978, as amended;

(ii) Section 42A-I-24(C) NMSA 1978 provides that a court which has heard
and adjudicated a condemnation proceeding has the power over the condemnee's
compensation to 'make orders as the court deems necessary with respect to
encumbrances, liens, rents, insurance and otherjust and equitable charges";
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(iii). We express no opinion as to any title natters, lens or priority of liens on,
or as to the creation of security interests or the perfection or priority of such
security interests in, any real or personal property constituting the Project
Property (as defined in the Lease); and

(iv) We express no opinion as to the enforceability of any provisions of the
Bond Documents

purporting to exculpate, indemnify or limit the liability of any person or entity
against its own negligence, failure to act or misconduct.

(v) We express no opinion as to the validity or enforceability of any
severability clause or the availability of any injunctive relief or other equitable
remedies, all of which are subject to the court's discretion

This opinion is limited to the matters expressly stated herein and is based on the
assumptions and qualifications set forth herein and no further opinion may be inferred. This
opinion is delivered to the addressees hereof solely for use in connection with the issuance of the
Bond to the Purchaser. This letter and the opinions expressed herein may not be used or relied
upon by the addressees hereof for any other purpose and may not be reled upon for any purpose
by any person or entity other than the addressees hereof. Except for the use permitted herein and
except in connection with the preparation and customary distribution of the transcript of
proceedings relating to the issuance of the Bond, this letter is not to be quoted or reproduced in
whole or in part or otherwise referred to in any manner, nor is it to be filed with any
governmental agency or delivered to any other person without our prior written consent. We
assume no responsibility to notify the addressees hereof of any subsequent changes in the law or
of any circumstance or event which may occur after the date hereof that affect or could possibly
affect the opinions expressed herein or to otherwise supplement such opinions to reflect any such
changes in the law or the occurrence of any circumstances or event after the date hereof.

- Very truly yours,

Rodey, Dickason, Sloan, Akin & Robb, P.A.

18
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EXHIBIT B
OPINION OF COUNSEL TO THE COMPANY AND THE PURCHASER

January _, 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260.

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

Rodey, Dickason, Sloan, Akin & Robb, P.A.
201 Third Street NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of Sl,800,000,000

Ladies and Gentlemen:

This firm has represented Louisiana Energy Services, L.P., a Delaware limited
partnership (the "Company") and NEF Series 2004, LLC, a Delaware limited liability company
(the "Purchaser") in connection with the Lease and Purchase Agreement dated the date hereof
(the "Lease') between Lea County, New Mexico (the 'Issuer) and the Company and the Bond
Purchase Agreement dated the date hereof (the "Bond Purchase Agreement") among the
Purchaser, the Issuer and the Company, pursuant to which the Purchaser has agreed to purchase
the Issuer's Industrial Revenue Bond (National Enrichment Facility Project) Series 2004 in the
maximum principal amount of SI,800,000,000 (the "Bond"), to be issued under the Indenture
dated the date hereof (the "Indenture") among the Issuer, the Purchaser and Bank of
Albuquerque, N.A., Albuquerque, New Mexico, as Depository. We are rendering this opinion
pursuant to Section 7(eXii) of the Bond Purchase Agreement. In that connection we have
reviewed executed copies of the Lease, the Bond Purchase Agreement and the Indenture
(collectively, the "Bond Documents"), certificates of officers of the Company and certificates of
public officials and have made such other investigations of law and fact as we have deemed
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necessary for the purpose of Issuing this opinion. Terms are used in this opinion as defined in
the Bond Documents.

For purposes of the opinions set forthbelow, we have assumed with your permission:

'A. that each of the Bond Documents and each other document and instrument
relating to the Bond has been duly authorized, executed and delivered by each party thereto other
than the Company and the Purchaser and each Bond Document is the legal, valid and binding
obligation of each party thereto other than the Cornpany and the Purchaser, and is enforceable
against each such party in accordance with its terms; and

B. that the execution, delivery and performance of the Bond Documents by any party
(other than the Company and the Purchaser) will not violate or be in conflict with, or result in the
violation of any of the terms, conditions, or provisions of, or constitute default, or require
consent under any agreements or other documents or instruments or any judgment, decrees or
other orders towhich such party is a party or to which any such party may be subject.

Based on the'assumptions and subject to the qualifications set forth in this letter, we are
of the opinion that:

1. The Company is a limited partnership duly organized and validly existing under
the laws of the State of Delaware, is registered to conduct business in the State of
New Mexico, and is in good standing as a foreign limited partnership under the
laws of the State of New Mexico, and has duly authorized the execution, delivery
and performance of the Lease and the Bond Purchase Agreement (collectively, the
"Company Documents"). The Company Documents have been duly executed by
the Company.

2. The Purchaser is a limited liability company, duly organized and validly existing
inder the laws of the State of Delaware, is registered to conduct business in the
State of New Mexico as a foreign limited liability company, and has duly
authorized the execution, delivery and performance of the Bond Purchase
Agreement and the Indenture (collectively, the Purchaser Documents").' The
Purchaser Documents have been duly executed by the Purchaser.

3. The execution,'delivery and performance by the Company of the Company
Documents and by the Purchaser of the Purchaser Documents will not (i) conflict
with, contravene, or violate the certificate of limited partnership or partnership
agreement of the Company or the Purchaser, respectively, or (ii) to the best of our
knowledge, after due inquiry, conflict with, contravene, violate or constitute a
material breach o& or default under, any law, rule, regulation, ordinance, order,
consent, decree, agreement or instrument to which the Company or the Purchaser
is a party or by which the properties of either the Company or the Purchaser,
respectively, are bound.
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4. With the exception of the licensing, regulatory and other approvals required under
New Mexico and federal law, with respect to the construction and operation of the
Project, to the best of our knowledge, after due inquiry, all approvals, permits,
licenses, consents, authorizations, certifications and ' other orders of any
governmental authority or agency necessary for the execution and delivery by the
Company of the Company Documents and the execution and delivery by the
Purchaser of the Purchaser Documents have been obtained and are in full force
and effect.

S. There is no action, suit, proceeding inquiry or investigation by or before any
court, public board or body pending or, to the best of our knowledge, threatened,
against the Company or the Purchaser which (i) seeks to or does restrain or enjoin
the issuance or delivery of the Bond or the execution and delivery of any of the
Bond Documents, (ii) in any manner questions the validity or enforceability of the
Bond or any of the Bond Documents, (iii) questions the authority ofthe Company
to own or operate any of the Project or the Project Property, or (iv) could result in
an unfavorable decision, ruling or finding that could materially adversely affect
the financial condition or operations of the Company or the Purchaser or could
materially adversely affect the transactions contemplated by the Bond Documents
or the validity of the Bond.

6. The Company Documents constitute legal, valid and binding obligations of the
Company, enforceable against the Company in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization,' moratorium or other similar laws affecting creditors' rights
generally and general principles of equity.

7. The Purchaser Documents constitute legal, valid and binding obligations of the
Purchaser, enforceable against the Purchaser in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting creditors' rights
genern Ily and general principles of equity.

Each of the opinions expressed above is subject to the following further qualifications,
whether or not such opinions refer to such qualifications:

(a) We are admitted to practice law in the State of New Mexico, and we express no
opinion herein with respect to the application or effect of the laws of any
jurisdiction other than the existing laws of the State of New Mexico and, to the
extent applicable, the existing laws of the United States ofnAmerica;

(b) We express no opinion as to any title matters, liens or priority of liens on, or as to
the creation of security interests or the perfection or priority of such security
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interests In, any real or personal property constituting the Project Propeny (as
defined In the Leise); I - ' -

(c) We express no opinion as to the enforceability of any provisions of the Company
Documents or the Purchaser Documents purporting to exculpate, indemnify or
limit the liability of any person or entity against its own negligence, failure to act
or misconduct; and

(d) We express no opinion as to the validity or enforceability of any severability
clause or the availability of injunctive relief or any other equitable remedies, all of
which are subject to the court's discretion.

This opinion is limited to the matters expressly stated herein-and is based on the
assumptions and qualifications set forth herein and no further opinion may be inferred. This
opinion is delivered to the addressees hereof in connection with the Company Documents and
the Purchaser Documents and the transactions contemplated thereby, and the opinions and all
conclusions stated herein may not be quoted or relied upon by any person other than the
addressees hereof or for any purpose other than as stated herein without our prior written
consent. We make no undertaking to supplement this opinion if facts or circumstances come to
our attention or changes in the law occur after the date hereof which could affect the conclusions
reached in this opinion.

Very truly yours,

By:
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EXHIBIT C
OPINION OF COUNSEL TO THE ISSUER

January , 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036

Rodey, Dickason, Sloan, Akin & Robb, P.A.
201 Third St. NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of Sl,800,000,000

Ladies and Gentlemen:

I serve as legal counsel to Lea Count), New Mexico (the Issuer"), and in that capacity I
have advised the Issuer regarding the issuance of its Industrial Revenue Bond (National
Enrichment Facility Project) Series 2004 in the maximum principal amount of Sl,800,000,000
(the "Bond").

I have been asked to render this opinion pursuant to Section 7(eXiii) of that certain Bond
Purchase Agreement dated as of the date hereof ("Bond Purchase Agreement") among the Issuer,
Louisiana Energy Services, P.C., a Delaware limited partnership (the "Company"), and NEF
Series 2004, LLC, a Delaware limited liability company, as Purchaser of the Bond. In my
opinion:

I. The Issuer is a governmental subdivision ofthe State of New Mexico ("State"), and is
duly organized and validly existing under the constitution and laws ofthe State.

2. Ordinance No. . adopted December 16,2003 (the "Ordinance") pertaining to
the Bond, were duly adopted by the governing body of the Issuer in accordance with
NMSA 1978 §§ 4-37-6, 4-37-7 and 4-37-9 governing the procedures for adoption of
county ordinances in that public notice of the proposed ordinance was properly given,
and that a public hearing was properly conducted prior to the adoption of the Ordinance.
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The Ordinance Is in full force and effect and has not been amended, modified, repealed or
rescinded.

3. To my knowledge, the adoption of the Ordinance by the governing body of the Issuer willnot violate any provision of the constitution or laws of the State.

4. Except as disclosed in writing to the above-named addressees on or before the date of thisopinion letter, no litigation is now pending or, to my knowledge, threatened against the
Issuer which seeks to or does restrain or enjoin the issuance or delivery of the Bond or
execution and delivery of the Bond Documents (as described in the Bond Purchase
Agreement), or in any manner questions the authority or proceedings for the issuance ofthe Bond or the execution and delivery ofthe Bond Documents.

The foregoing opinions are limited to matters involving the current law of the State andthe Issuer, and the undersigned does not express any opinion as to the laws of any otherjurisdiction. This opinion is delivered to you solely in connection with the matters referred to innumbered paragraphs I through 4 above and may not be relied upon by you for any otherpurpose and may not be provided to or relied upon any other person.

Very truly yours,

HANNA & LaBREE, P.C.

LAWRENCE D. HANNA
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LEA COUNTY, NEW MEXICO,
as Issucr,

BANK OF ALBUQUERQUE, N.A.,
a national banking association,

as Depository

and

a
as Purchaser

INDENTURE

Dated January . 2004

Securing

$1,800,000,000
Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

This instrument constitutes a security agreement with respect to certain personal property under
the laws of the State of New Mexico.
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THIS INDENTURE is made this . day of January, 2004, among LEA COUNTY,
NEW MEXICO, a governmental subdivision of the State of New Mexico, duly organized and
existing pursuant to the constitution and laws of the State of New Mexico (together with its
successors and assigns, the "Issuer"), NEF Series 2004, LLC, a Delaware limited liability
company (together with its successors and assigns, and permitted transferees of the Bond
(defined below), the "Purchaser), and BANK OF ALBUQUERQUE, N.A., a national banking
association (together with its successors aid assigns, the 'Depository").

ARTICLE I - RECITALS

Section 101. The AcL. Pursuant to the County Industrial Revenue Bond Act, Chapter 4.
Article 59 NMSA 1978 (the "Act"), the Issuer is authorized to acquire, construct and equip
certain industrial or commercial projects and to issue its industrial revenue bonds to finance such
projects and certain related costs. Such bonds are payable solely out of revenue of the leasing of
such projects. Such bonds may be further secured by an assignment of the Issucer's interest in the
lease agreement respecting the project to be acquired, constructed and equipped. Under the Act,
a project may include land, buildings, machinery, equipment, furnishings and other property
deemed necessary in connection with such project.

Section 102. Government Proceedings. Louisiana Energy Services, L.P., a Delaware
limited partnership (together with its successors and assigns, the "Company"), has presented to
the Issuer a proposal ("Project Plan") relating to the issuance of industrial revenue bonds and the
acquisition, construction and installation by the Company of a uranium enrichment facility to be
located within Lea County and not within the boundaries of any incorporated municipality in the
County. Following consideration ofthe Company's proposal, the County Board of
Commissioners (the 'Board") on December 16, 2003 adopted Ordinance No. - * (the
"Bond Ordinance"), authorizing, among other matters, (i) the issuance of the Lea County, New
Mexico Industrial Revenue Bond (National Enrichment Facility Project) Series 2004 (the
"Bond") in an aggregate principal amount not to exceed S1,800,000,000, and (ii) the execution
and delivery of this Indenture.

Section 103. The Lease. The Issuer has entered into a Lease and Purchase Agreement
dated the date of this Indenture (together with any and all amendments and supplements, the
"Lease") with the Company, under which the Issuer has leased the Project Property (as defined in
the Lease) to the Company and the Company has agreed to make rental payments in amounts
sufficient to pay the principal of, interest on and redemption price of the Bond when due. For the
purpose of providing security for the payment of the principal of, interest on and redemption
price of the Bond, the Issuer wishes to assign to the Purchaser certain of its interests in the Lease,
but reserving the Unassigned Rights.

Section 104. The Indenture: Collateral Pledge. The Bond is to be issued under this
Indenture, which constitutes a security agreement and a collateral pledge of the Lease to the
Purchaser.

Section 103. Conditions Precedent Performed. The Issuer is unaware of any act,
condition or thing required on the part of the Issuer by the constitution and laws of the State to
happen, exist or be performed precedent to and for the execution and delivery of this Indenture
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and the issuance of the Bond except such as do exist and have happened and have been
performed.

ARTICLE 11 - DEFINITIONS AND RULES OF CONSTRUCTION

Section 201. Meanings of Words and Terms. All words and terms derined in the Lease
have the same meanings when used in this Indenture. In addition to the definitions in the
Recitals, Section 101 hereof, the capitalized words and terms used in this Indenture shall have
the following meanings:

'Acquisition Account" has the meaning assigned in Section 601.

"Authorized Company Representative" means any one of the persons at the time
designated to act on behalf of the Company in a certificate furnished to the Issuer and the
Depository containing the specimen signatures of such persons and signed on behalf of the
Company by an officer of the Company.

"Bond' means the Lea County, New Mexico Industrial Revenue Bond (National
Enrichment Facility Project) Series 2004.

'Bond Documents" means this Indenture, the Lease and the Bond Purchase Agreement.

'Bond Ordinance" has the meaning assigned in Section 102 hereof

"Bond Purchase Agreement" means the Bond Purchase Agreement, dated the date ofthis
Indenture, among the Purchaser, the Issuer and the Company.

"Business Day" means any day that is not a Saturday, a Sunday or a day on which
banking institutions in the State are authorized or required to close.

"Closing Date" means the date of issuance of the Bond.

"Company" has the meaning assigned in Section 102 hereof

"Completion Date" has the meaning assigned in Section 4.1(c) of the Lease.

"Default" has the meaning assigned in Section 801 hereof

"Depository" has the meaning assigned in the first paragraph of this Indenture.

"Event of Default" has the meaning assigned in Section 8.1 ofthe Lease.

"Indenture" means this Indenture, together with any and all amendments and
supplements.

"Interest Payment Date" means the Maturity Date and each anniversary of the Closing
Date until the Maturity Date.
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'Issuer' has the meaning assigned in the first paragraph ofthis Indenture.

"Lease" has the meaning assigned in Section 103 hereof

"Maturity Dater means the thirtieth anniversary of the Closing Date, in 2034.

"Parties" means the Issuer, the Company, the Purchaser and the Depository.

"Party" means any one ofthe Parties.

"Payment ofthe Bond' means payment in full ofthe principal ofand interest on the Bond
in accordance with its terms and the provisions of this Indenture and payment of all fees and
expenses of the Issuer and the Depository payable by the Company under this Indenture, the
Lease and the Bond Purchase Agreement.

"Person" means any individual, corporation, partnership, joint venture, association, joint
stock company, trust, unincorporated organization or government or any agency or political
subdivision.

"Purchaser" means NEF Series 2004, LLC, a Delaware limited liability company,
together with its successors and assigns, and permitted transferees of the Bond.

"Related Costs" means expenditures incurred by or to be incurred by the Company with
respect to the issuance of the Bond and to the acquisition, construction and installation of the
Project Property in accordance with the Project Plan.

"Revenues" means Rent and all other amounts to be received by the Issuer or the
Depository in respect oftbe Project, including all amounts and investments in the funds and
accounts created hereunder and all income and profits thereon.

Section 202.- Rules and Construction

(a) All references in this Indenture to particular articles, sections or exhibits are
references to articles or sections of or exhibits to this Indenture unless some other reference is
established.

(b) Any inconsistency between the provisions ofthe Lease and the provisions of
this Indenture will be resolved in favor of the provisions of this Indenture.

Section 203. Bond Not General Obligation of Issuer. Neither the faith and credit nor the
taxing power of the State or any of its political subdivisions, including the Issuer, is pledged to
the payment of the principal of, interest on or redemption price of the Bond. The Bond will be
payable by the Issuer solely out of the Revenues (but excluding Additional Payments), proceeds
and receipts and other security pledged hereby. The principal of, interest on and redemption
price of the Bond will never constitute a'debt or indebtedness or general obligation of the Issuer
within the meaning ofany State constitutional provision or statutory limitation. The Bond will
never constitute'or give rise to a pecuniary liability of the Issuer or be a charge against its general
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credit or a charge against the general credit or the taxing powers of the State or any political
subdivision thereof

ARTICLE Ill - GRANT

Section 301. Elege. In consideration of the purchase of the Bond by the Purchaser, and
in order to secure the payment of the principal of. interest on and redemption price of the Bond,
and in order to secure the performance by the Issuer of its obligations under this Indenture and
the Bond, the Issuer pledges and assigns to the Purchaser and grants a security interest to the
Purchaser in (i) all the Issuer's right, title and interest in and to the Lease and any other lease,
sublease, license, easement, right-of-way or other grant of a possessory or use interest in the
Project Property, to the extent the Issuer has any interest therein, including its rights to the
Revenues, but reserving the Unassigned Rights under the Lease; and (ii) the moneys and
investments in the Acquisition Account.

Section 302. Subordination. The Purchaser agrees to subordinate its rights as pledgee,
assignee and secured party as provided in Section 301 hereof to any lender or other person or
entity providing all or any part ofthe Project Financing and to enter into agreements as the
Company may reasonably request to evidence such subordination.

Section 303. Relcas. If the principal of and interest on the Bond are paid in full to the
Purchaser, all obligations of the Issuer as to the Bond under this Indenture will terminate, and the
Purchaser will cancel and discharge the lien of this Indenture on the Project Property, and
execute and deliver to the Issuer and the Company certificates of the Purchaser that all principal
and interest due on the Bond have been paid. The County Clerk or a Deputy County Clerk of the
Issuer is authorized to accept such a certificate of the Purchaser as evidence of the satisfaction of
this Indenture.

ARTICLE IV - AUTHORIZATION, FORM, EXECUTION AND DELIVERY OF BOND

Section 401. Authorization Authorized Amount of Bond. The Bond is hereby
authorized to be issued under and secured by this Indenture. The Bond will be issued as a single
fully registered bond without coupons, in a principal amount not to exceed SI,800,000,000. The
Bond will be numbered R-l. No bonds may be issued under this Indenture except in accordance
with this Article. The total principal amount of the Bond that -ay be issued under this Indenture
is expressly limited to SI,800,000,000. No additional bonds may be issued. The Bond may be
transferred only in accordance with its terms,

Section 402. Form of Bond. The Bond will be in substantially the form of Exhibit
attached hereto, and by this reference, made a part hereof The Bond will be dated the date of its
issue and delivery to the Purchaser, and amounts advanced with respect to the Bond shall bear
interest from the dates such advances are made at 5% per annum. Interest on the Bond will be
computed on the basis of a 360-day year consisting oftwelve 30-day months, and the obligation
to pay interest shall continue until payment in full of the principal amount thereof Advances
made with respect to the Bond shall be subject to such terms and conditions as set forth in the
Bond Purchase Agreement and this Indenture. Interest on principal amounts outstanding under
the Bond shall be payable on each Interest Payment Date. The entire principal amount of the
Bond shall be payable in one payment at maturity on the Maturity Date.
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Section 403. Execution and Delivery. The Bond Vill be signed by the Chairman or Vice
Chairman of the Board of Commissioners and the County Clerk or a Deputy County Clerk of the
Issuer and delivered to the Purchaser on the date of the execution and delivery of this Indenture.
Subject to the te.rn. and conditions of the Bond Purchase Agreement, the Purchaser will
purchase the Bond and will pay the purchase price of the Bond to the Depository on account of
the Issuer as set forth in Sections 404 and 601 hereof Prior to delivery by the Issuer to the
Purchaser of the Bond, the following will be delivered to the Purchaser:

a. a certified copy of the Bond Ordinance authorizing the issuance of the
Bond and the execution, delivery and performance ofthis Indenture and the Lease; and

b. - original executed counterparts of this Indenture, the Lease and the Bond
Purchase Agreement.

Section 404. -Advine Subject to the terms and conditions of the Bond Purchase
Agreement, the Purchaser will purchase the Bond upon the execution and delivery of this
Indenture and will pay the purchase price of the Bond in an amount up to the maximum principal
amount of S1,800,000,000 at the time of delivery of the Bond or based on advances requested by
notice of the Company to the Purchaser and Depository, as set forth in Section 2 of the Bond
Purchase Agreement. Promptly upon receipt of notice from the Company requesting an advance.
the Purchaser will, so long as no Default has occurred and is continuing, pay the amount of the
advance requested in such notice to the Depository for deposit in the Acquisition Account;
provided that the aggregate amount of such advances will not exceed S1,800,000,000. The
records of the Depository will be conclusive as to the aggregate amount of advances requested
and made, absent manifest error. The Purchaser is authorized to endorse on the schedule
attached to the Bond the date and amount of each such advance and each principal payment on
and redemption in part ofthe Bond and the resulting principal amount. Failure to make any such
endorsement or any error in such endorsement will not affect the rights or obligations of any of
the Parties on or with respect to the Bond.

Section 405. Application of PavMents. Payments received by the Purchaser with respect
to the rederption of al or any portion of the Bond will be applied first to the principal amount to
be redeemed and then to accrued interest, if any, on such principal amnount. All other payments
received by the Purchaser with respect to the Bond will be applied first to accrued interest on and
then to the unpaid principal of the Bond. If such payments exceed accrued interest on and the
unpaid principal of the Bond, the Purchaser will pay such excess to the Company.

Section 406. o. The Company will maintain a registration book
showing the name and address ofthe holder of the Bond. Upon the Companys receipt of notice
of the transfer of the Bond in accordance with its terms, together with other required
documentation, the Company will cause the registration book to reflect the name and address of
the transferee, unless a trustee for bondholders is appointed as provided in this Indenture, in
which event such trustee shall maintain such registration book.
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ARTICLE V - REDEMPTION

If the Company gives notice to the Issuer, the Depository and the Purchaser as provided
in Article IX of the Lease that the Bond will be redeemed in whole or in part, and the Company
pays principal of and accrued interest, if any, on all or such portion of the Bond, then all or such
portion ofthe Bond shall be deemed to have been redeemed by the Issuer on the date the
Company pays the redemption price in an amount equal to the principal amount to be redeemed
plus accrued interest, if any, on such principal amount to the redemption date. The Bond shall be
subject to mandatory redemption in whole if (i) a Default has occurred and is continuing and the
Purchaser declares all unpaid principal of and interest on the Bond immediately due and payable
as provided in Section 802 hereof or (ii) the Company notifies the Issuer, the Purchaser and the
Depository that the NRC License will not be issued, whereupon any and all unpaid principal of
and interest on the Bond shall be immediately due and payable without further notice and the
Lease shall terminate subject to the provisions of the Lease with respect to early termination.

ARTICLE VI -THE ACQUISITION ACCOUNT

Section 601. Creation: Deposis. A special account is hereby created with the
Depository and designated 'Lea County, New Mexico IRB (National Enrichment Facility
Project) Series 2004 Acquisition Account" (the "Acquisition Account"). Any moneys received
by the Depository on account of any advances of principal under Section 404 will be deposited in
the Acquisition Account. The moneys in the Acquisition Account will be held by the Depository
and will, subject to the provisions of Sections 605 and 606, be applied to the payment of Related
Costs and, pending such application, will be subject to a len in favor of the Purchaser.

Section 602. Disbursements. The Depository will make payments of Related Costs from
the Acquisition Account, but only upon receipt of a requisition and certificate in the form of
Exhibit B attached hereto signed by an Authorized Company Representative, stating to whom the
payment is to be made, the general purpose for which the obligation to be paid was incurred, and
that:

(a) obligations in the stated amounts were incurred for Related Costs and are due
and payable (or, if the Company is indicated as the payee, were duly paid by the Company) and
that each item is a proper charge against the Acquisition Account and has not been the subject of
a previous withdrawal from the Acquisition Account;

(b) to the best knowledge of such Authorized Company Representative, there has
not been filed with or served upon the Issuer or the Company notice of any lien, right or
attachment upon, or claim affecting the right of any such Persons to receive payment of, the
respective amounts stated in such requisition that has not been released or will not be released
simultaneously with the payment of such obligation; and

(c) with respect to any item for payment for labor or to contractors, builders or
materialmen. (i) the obligations stated have been properly incurred, (ii) to the best knowledge of
such Authorized Company Representative, such work was actually performed or such materials
or supplies were actually furnished or installed in or about the Project, and (iii) to the best
knowledge of such Authorized Company Representative, either such materials or supplies are

J.
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not subject to any lien or security Interest or any such lien or security Interest will be released or
discharged upon payment of the requisition.

Section 603. Depositora May Rely on Reausitions. All requisitions and certificates
received by the Depository as conditions of payment from the Acquisition Account may be
conclusively relied upon by the Depository and will be retained by the Depository until the
Maturity Date, subject at all reasonable times to examination by the Issuer and other Parties and
their respective agents and representatives.

Section 604. Status Rerts. Within 30 days after each December 31 occurring after the
issuance of the Bond and prior to the Completion Date, and within 30 days after the date of
disbursement of all remaining monies in the Acquisition Account, if such disbursement occurs
after the Completion Date, the Depository will prepare and send to the Company a written report
describing any and all moneys and investments on deposit in the Acquisition Account as of such
December 31 (ifapplicable), and all deposits into and disbursements from the Acquishion
Account, if any, during the twelve-month period ending on such December 31 or on the date of
such final disbursement, as applicable. The Depository will provide copies of all such reports to
the Issuer upon the Issuer's written request.

Section 605: Completion Date. Upon receipt of a certificate from the Company, in the
form of ExhitC attached hereto, signed by an Authorized Company Representative,
establishing the Completion Date, the Depository will, to the extent moneys are available
therefor, set aside the moneys necessary for the payment of the Related Costs incurred by the
Company but not then due or payable as set forth in such certificate and then will transfer any
moneys remaining in the Acquisition Account to the Company for use in connection with the
Project or for payment of debt service on the Bond (but the Depository and the Issuer shall have
no duty to inquire into or otherwise monitor the Company's use of such moneys).
Notwithstanding anything to the contrary in this Section 605, all moneys, if any, in the
Acquisition Account onthe Completion Date shall be paid to the Company for use in connection
with the Project or for payment ofdebt service on the Bond (but the Depository and the Issuer
shall have no duty to inquire into or otherwise monitor the Company's use of such moneys).

Section 606. payment on Acceleration. If the Purchaser declares the unpaid principal of
and accrued interest on the Bond to be immediately due and payable pursuant to Section 802, the
Depository will promptly pay all moneys then held in the Acquisition Account to the Purchaser
and the Purchaser shall apply such moneys to the unpaid principal of and accrued interest on the
Bond.

Section 607. Ivestment. An Authorized Company Representative will direct the
Depository in writing to invest and reinvest moneys in the Acquisition Account in short-term
interest-bearing securities or finds or other investments which are at the time authorized under
the Act, including but not limited to money market funds maintained by the Depository. Such
investments will be deemed at all times to be a part of the Acquisition Account. Any interest
accruing on any such investment and any profit realized from such investment will be credited to
the Acquisition Account. Any loss resulting from any such investment will be charged to the
Acquisition Account. The Depository will use all reasonable efforts to sell at the best price
obtainable or present for redemption any such investment when necessary in order to provide
cash to meet any payment or transfer from the Acquisition Account. Neither the Depository nor
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the Issuer will be liable or responsible for any loss resulting from any such investment or for the
early termination thereof if such early termination is required for compliance with the terms of
this Indenture. The Depository may make any such investment through its own or its affiliated
bond or investment department, unless otherwise directed in writing by an Authorized Company
Representative.

ARTICLE VII - PARTICULAR COVENANTS AND PROVISIONS

Section 701. Extent of Covenants: Disclaimer of Liabilhi. It is expressly made a
condition of this Indenture that any covenants, stipulations, obligations, representations or
agreements contained herein or contained in the Bond do not and will never give rise to a
personal or pecuniary liability or be a charge against the general credit or taxing powers of the
Issuer, and in the event of a breach of any such coverant, stipulation, obligation, representation
or agreement, no personal or pecuniary liability or charge payable by the Issuer directly or
indirectly from the revenues of the Issuer other than the Revenues (but excluding Additional
Payments) will arise therefrom. NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING
THE ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON
OR REDEMPTION PRICE OF THE BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THE BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE. THE BOND WILL
NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE STATE
OR ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE ISSUER, OR A CHARGE
AGAINST THEIR GENERAL CREDIT OR TAXING POWERS. NONE OF THE
PROVISIONS OF THIS INDENTURE SHALL REQUIRE THE ISSUER TO EXPEND OR
RISK ITS OWN FUNDS OR TO OTHERWISE INCUR FINANCIAL LIABILITY IN THE
PERFORMANCE OF ANY OF ITS DUTIES OR IN THE EXERCISE OF ANY OF ITS
RIGHTS OR POWERS HEREUNDER UNLESS IT SHALL HAVE FIRST BEEN
ADEQUATELY INDEMNIFIED TO ITS SATISFACTION AGAINST THE COST, EXPENSE
AND LIABILITY WHICH MAY BE INCURRED THEREBY.

Section 702. Performance: Authority. The Issuer covenants that it will faithfully
perform all covenants and agreements of the Issuer contained in this Indenture and in the Bond.
The Issuer represents that it is duly authorized under the constitution and laws of the State of
New Mexico, including the Act, to issue the Bond, to execute and deliver this Indenture, and to
pledge the Revenues (but excluding amounts described in Subsection 5.3(btii) of the Lease and
any amount for indemnification ofthe Issuer) described in this Indenture, and that it has taken all
actions required on its part for the issuance of the Bond, and for the execution and delivery of
this Indenture, the Bond Purchase Agreement and the Lease.

Section 703. Obligations Under the Lease. The Issuer (i) will perform all of its
obligations under the Lease, (il) will not execute or agree to a change, amendment or
modification of or supplement to the Lease except by a supplement or an amendment duly
executed by the Company with the written approval of the Purchaser, (iii) will not agree to any
abatement, reduction or diminution ofthe Basic Rent without the approval of the Purchaser, and
(iv) will not interfere with or otherwise hinder the Purchaser's efforts to exhaust or enforce all
legal remedies against the Company for payment of amounts owed under the Lease. The parties
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acknowledge that except for Issuer's remedies under Sections 8.3 and 8.4 of the Lease, the Issuer
shall not enforce the Lease unless specifically authorized in writing by the Purchaser. However,
any actions taken by the Issuer to enforce the Lease shall be at the expense of the Company.

ARTICLE Vil - DEFAULT AND REMEDIES

Section 801. Default. Each of the following events is a 'Default':

(a) failure to pay any installment of principal of interest on or redemption price
of the Bond when due and such failure continues for a period of five Business Days;

(b) an Event of Default under the Lease occurs and is continuing; or

(c) the Company fails to perform any covenant contained in this Indenture or the
other Bond Documents, other than as specified in subsections (a) and (b) above, and such failure
is not cured within 30 Business Days after receipt of notice of such failure from any other Party,
or, if such failure cannot reasonably be remedied within 30 Business Days, failure by the
Company to commence the remedy within such period and to pursue the same diligently to
completion.

Section 802. Acceleration. If a Default has occurred and is continuing, the Purchaser
may by notice to the other Parties declare the then unpaid principal of and all accrued interest on
the Bond to be immediately due and payable. Upon such declaration the same will be
immediately due and payable by the Company; provided, however, that the Purchaser, by written
notice to the other Parties, may annul such declaration and void its effect and waive any such
default if all reasonable charges and expenses of the Issuer and the Depository and their agents
and counsel shall have been paid or provided for.

Section 803. Issuer and Depository Not Responsible. Neither the Issuer nor the
Depository has any responsibility to act on behalf of the Purchaser with respect to any Default.
Except as otherwise provided in the Lease, all rights and remedies arising from or related to any
Default are the rights and remedies of the Purchaser, provided that, upon request of the
Purchaser, the Issuer will cooperate with the Purchaser in the lawful enforcement of is rights and
remedies under the Bond Documents upon receipt of indemnity satisfactory to the Issuer against
any out-of-pocket cost, expense (including any counsel fees and expenses) or liability the Issuer
may incur or suffer as a result of or in connection with such cooperation, subject to the
provisions concerning the appointment of a trustee set forth in Article X.

ARTICLE IX - THE DEPOSITORY

Section 901. Acceptance of 2utie. The Depository accepts the duties imposed on it by
this Indenture, but only on the following express terms and conditions:

(a) The Depository undertakes to perform such duties and only such duties as are
specifically set forth in this Indenture and no implied covenants or obligations will be read into
this Indenture against the Depository. Unless previously terminated by the Company, the
Depository's duties hereunder shall continue, subject to the provisions of Subsection 904(d), until
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the occurrence of the Completion Date and the disbursement of all moneys remaining on deposit
in the Acquisition Account as provided in Section 605.

(b) In the absence of gross negligence or willful misconduct on its part, the
Depository may conclusively rely on certificates or notices furnished to the Depository and
conforming on their faces to the requirements ofthis Indenture or the Lease, as the case may be;
but if any such certificates or notices are specifically required to be furnished to the Depository
under this Indenture or the Lease, the Depository will examine the same to determine whether
they conform on their face to the requirements of this Indenture or the Lease, as the case may be.

(c) No provision of this Indenture will be construed to relieve the Depository
from liability for its own gross negligence or willful Misconduct.

(d) The Depository may consult with counsel and other professionals and the
advice of such counsel and other professionals shall be full and complete authorization and
protection in respect of any action taken, suffered or omitted by the Depository hereunder in
good faith and in reliance thereon.

(e) The Depository shall be under no obligation to take any action or exercise any
right or power under this Indenture unless the Purchaser shall first have provided to the
Depository, its directors, officers, agents and employees, security or indemnity satisfactory to the
Depository against the reasonable costs (including without limitation reasonable fees of
attorneys), expenses and liabilities that might be incurred by the Depository in connection
therewith.

Section 902. Co£mnlion. The Company will pay to the Depository its reasonable fees
and charges and all of its reasonable expenses (including reasonable counsel fees and expenses)
as Additional Payments in accordance with the Lease; provided, however, that such fees, charges
and expenses may be more specifically determined by an agreement between the Depository, the
Company and the Purchaser.

Section 903. Qualification. The Depository must be an association or a corporation
organized and doing business under the laws of the United States of America or of any state, be
granted trust powers under such laws and be subject to supervision or examination by federal or
state banking authorities. If at any time the Depository ceases to be eligible in accordance with
the provisions of this Section 903, it will resign immediately in the manner and with the effect
specified in Section 904.

Section 904. Resignation and Removal

(a) No resignation or removal of the Depository and no appointment of a
successor Depository will become effective until the acceptance of appointment by the successor
Depository under Section 905. If a successor Depository does not take office within 90 days
after the retiring Depository resigns or is removed, the retiring Depository or the holder of the
Bond may petition any court of competent jurisdiction for the appointment of a successor
Depository.
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(b) The Depository may resign at any time by notice to the other Parties. If an
instrument of acceptance by a successor Depository has not been delivered to the retiring
Depository within 60 days after the giving of such notice of resignation, the retiring Depository
may petition any court of competent jurisdiction for the appointment of a successor Depository.

(c) The Depository may be renioved at any time by the Company or the
Purchaser upon notice to the other Parties.

(d) The Depository will be automatically removed on the occurrence of the
Completion Date and the application of all moneys on deposit in the Acquisition Account as
provided in Section 605. No successor Depository shall thereafter be appointed and each
reference to the Depository in this Indenture and the Lease will thereafter be ineffective, except
that the Depository will continue to have the obligation to (I) retain records as provided in
Section 603 until the Maturity Date, and (2) if applicable, prepare and send a final report to the
Company as provided in Section 604.

(e) If the Depository resigns or is removed (except as provided in subsection (d)
of this Section 904), the Company will promptly appoint a successor Depository and give written
notice of such appointment to the Issuer, the Purchaser and the retiring or removed Depository.

Section 905. Successor Depository.

(a) Every successor Depository appointed under this Indenture will execute,
acknowledge and deliver to its predecessor and the other Parties an instrument accepting such
appointment; and thereupon such successor Depository, without any further act, will become
fully vested with all the rights, and subject to all the obligations, of its predecessor; but such
predecessor will, nevertheless, on the request of its successor, the Issuer, the Company or the
Purchaser execute and deliver an Instrument or instruments transferring to such successor
Depository all the rights of such predecessor under this Indenture. Every predecessor will
deliver all property and moneys held by it under this Indenture to its successor. The Issuer and
the Purchaser will execute, acknowledge and deliver any instrument reasonably required by any
successor Depository to more fully and certainly vest in such Depository the rights vested in the
predecessor Depository by this Indenture.

(b) Notwithstanding any of the foregoing provisions of this Article, any Person
qualified to act as Depository under this Indenture with or into which the Person acting as
Depository may be merged or consolidated, or to which the corporate trust assets and corporate
trust business of such Person may be sold, will automatically become the successor Depository.

ARTICLE X - SUPPLEMENTS AND AMENDMENTS TO INDENTURE

This Indenture may be supplemented or amended only by one or more instruments
executed by the Issuer, the Purchaser and the Depository and consented to in writing by the
Company. The Depository will execute any such proposed supplement or amendment on the
request of the Company or the Purchaser unless the Depository determines in good faith that its
rights or obligations under this Indenture would be materially adversely affected by such
supplement or amendment. If the rights or obligations of the Depository would be materially and
adversely affected by such supplement or amendment, as determined in good faith by the
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Depository, the Depository will have no liability for its refusal to enter into such supplement or
amendment. Notwithstanding the generality of the foregoing, if the Purchaser gives notice to the
Issuer, the Depository and the Company of the Purchaser's desire to have a trustee appointed for
the benefit of the Purchaser, the Parties will cooperate in amending this Indenture to facilitate
such appointment. Nothing herein is intended to require the Issuer to act in a fiduciary capacity.
If the Purchaser transfers the Bond to a holder other than the parent or an affiliate of the
Company or the Purchaser, and if circumstances arise which would so require, the Issuer or the
Purchaser has the right to request that a trustee be appointed by and at the expense of the
Company and the Parties will cooperate in amending this Indenture to facilitate the making of
such appointment and providing such other terms and provisions hereofas shall be reasonably
requested by the Issuer or the Purchaser in regard to such transaction.

ARTICLE Xa - MISCELLANEOUS PROVISIONS

Section 1101. Notice All notices and reports required under this Indenture shall be
deemed to be properly sent if in writing, signed by the Party or agent sending them, and (i)
delivered personally, (ii) sent by registered or certified mail, (iii) sent by a recognized overnight
express mail carrier, or (iv) sent by facsimile, if a copy is sent by one of methods (i), (ii) or (iii)
as soon as practicable thereafter, addressed to the Issuer, the Company, the Purchaser or the
Depository, as the case may be. at the following addresses, and such notices shall be effective on
the date of receipt thereof-

If to the Issuer.

with a copy to:

If to the Company:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 396-8601
Fax: (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, P.A.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter Franklin

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036
Attention: E. James Ferland, President
Phone: (202) 659-4344
Fax. (202) 659-0791

N)



ORDO
8HOOK 2 PAGE 596

with a copy to: Rodey Law Firm
201 Third Si." Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax: (505) 768-7395

If to the Purchaser NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036
Attention: E. James Ferland, Managing Member
Phone: (202) 6594344
Fax: (202) 659-0791

If to the Depository Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505)222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any farther or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 1102.1 Remedie. Except as otherwise provided in Section 14 of the Bond
Purchase Agreement, Section 11.3 of the Lease and Section 1112 of this Indenture, no right or
remedy conferred on any Party in any of the Bond Documents is intended to be exclusive of any
other right or remedy. Each such right or remedy is in addition to every other right or remedy
provided in any ofthe Bond Docunents or by law. No delay or omission of any Party to
exercise any such right or remedy will impair any such right or remedy or be construed to be a
waiver. Every such right or remedy may be exercised from time to time and as often as the
relevant Party may deem expedient. No waiver by any Party of any right or remedy with respect
to any Default or Event of Default will extend to or affect any other existing or subsi quent
Default or Event of Default.

Section 1103. Beneficiarie5. Nothing expressed or implied in any ofthe Bond
Documents is intended or is to be construed to confer upon any Person other than the Parties
(and in the case of Section 6.3 of the Lease, the Indemnified Parties, and in the case of Section 6
of the Bond Purchase Agreement, the Indemnified Parties) any right, remedy or claim, legal or
equitable.

Section 1104. Scvcrabilily. In the event any provisions of this Indenture or the Bond
shalt be held invalid or unenforceable by any court of competent jurisdiction, such holding shall
not invalidate or render unenforceable any other provision of this Indenture or the Bond;
provided, however, that if enforcement of this Indenture or the Bond absent such invalid or
unenforceable provisions would destroy an essential purpose of the issuance of the Bond,'then
this Indenture or the Bond shall be deemed modified to the extent necessary to make it valid or
enforceable consistent with the true intent hereof.
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Scction 1105. Obligations of Issuer Not Obligations ofOfficials Individually. All
obligations of the Issuer under the Bond Documents and the Bond will be deemed to be
obligations of the Issuer to the full extent permitted by the constitution and laws of the State. No
obligation under any ofthe Bond Documents or the Bond will be deemed to be an obligation of
any present or future officer (including, without limitation, any member of the Board of
Commissioners) or employee of the Issuer in his or her individual capacity, and no officer of the
Issuer who executes the Bond will be personally liable on the Bond or be subject to any personal
liability or accountability by reason of the issuance ofthe Bond.

Section 1106. Payments DueonDays That Arc Not Business Days. If thedate for any
payment called for under any ofthe Bond Documents or the Bond is not a Business Day, then
such payment will be made on the next Business Day and no interest on such payment will
accrue for the period from such scheduled payment date to and including such next Business
Day.

Section 1107. Execution in Counterparts his Indenture may be executed in multiple
counterparts, all of which taken together will constitute one instrument. Any Party may execute
this Indenture by executing any such counterpart of this Indenture.

Section 1108. Amendments. This Indenture may be amended only by one or more
instruments executed by the Issuer, the Depository and the Purchaser, and consented to in writing
by the Company. The Issuer shall amend this Indenture as requested by the Company or a lender
or other entity providing all or any part of the Project Financing (as defined in the Lease),
provided any such amendment is not inconsistent with the Bond Ordinance.

Section 1109. Applicable La The validity, construction and effect of each of the Bond
Documents will be governed by the law of the State applicable to agreements made and to be
performed in the State, without regard or effect given to conflict of laws rules that would require
the application of the laws of any otherjurisdiction.

Section 1110. SurvivaL The provisions of Sections 901 and 902 of this Indenture shall
survive payment of the Bond and the expiration or earlier termination of this Indenture.

Section 1111. Non-Mergr. The provisions of this Indenture shall survive the
conveyance of the Project Property to the Issuer, the reconveyance of the Project Property to the
Company and all other performances hereunder, and shall not be deemed merged in any deed or
other instrument or document delivered hereunder.

Section 1112. Limitation of Liability of Issuer. No agreements or provisions contained
in any Bond Document or any agreement, covenant or undertaking by the Issuer contained in any
document executed by the Issuer in connection with the Project Property or any property of the
Company financed, directly or indirectly, out of Bond proceeds or the issuance, sale and delivery
ofthe Bond will give rise to any pecuniary liability of the Issuer, its officers or members of its
governing body or constitute a charge against the Issuer's general credit, or obligate the Issuer
financially in any way, except with respect to the funds or property available under the Lease or
the Indenture and pledged to the payment of the Bond, and their application as provided under
this Indenture. No failure of the Issuer to comply with any terms, covenants or agreements in

JJ.
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any Bond Document or In any document executed by the Issuer in connection with the Bond will
subjea the Issuer, its officers an d members of its governing body to any pecuniary charge or

liability except to the extent that the same can be paid or recovered from the Basic Rent.
Without limiting the requirement to perform its duties or exercise its rights and powers under the

Bond Documents upon receipt of appropriate indemnity or payment, none of the provisions of

any Bond Document will require the Issuer to expend or risk its own funds or otherwise to incur
financial liability in the performance of any of its duties or in the exercise of any of its rights or

powers under any Bond Document. Nothing in any Bond Document will preclude a proper party

in interest from seeking and obtaining, to the extent permitted by law, specific performance
against the Issuer for any failure to comply with any term, condition, covenant or agreement in
the Bond Documents, provided, that no costs, expenses or other monetary relief will be

recoverable from the Issuer except as may be payable from the funds or property available under

the Lease or the Indenture and pledged to the payment of the Bond, and their application as
provided under this Indenture.

Section 1113. Titlke Headings .The title and headings ofthe articles, sections and
subdivisions of this Indenture have been used for convenience only and will not modify or
restrict any of the terms or provisions of this Indenture.

Section 1114. Bining Effect. This Indenture shall inure to the benefit of and shall be
binding upon the Issuer, the Purchaser, the Depository, and their respective successors and
assigns.

Section I l S. Reording. The Lease, this Indenture and every assignment and
modification hereof, or an appropriate and sufficient memorandum thereof, shall be recorded in
the office of the County Clerk of Lea County, New Mexico. The Lease as originally executed or
an appropriate and sufficient memorandum thereof shall be so recorded before the recordation of
this Indenture. The recording of any document under this Section 11 15, and the filing of any
financing statement (including amendments, continuation statements and terminations)
pertaining to the Lease, this Indenture or the Bond, if deemed necessary, unless waived by the
Purchaser, shall be the responsibility of the Company. The Purchaser may record or file any
document if the Company refuses or fails to do so.

Section 1116. NoWaiver. No waiver of any breach of any covenant or agreement
contained herein shall operate as a waiver of any subsequent breach of the same covenant or
agreement, and in case of a breach by any party of any covenant, agreement or undertaking, the
non-defaulting parties may nevertheless accept from the party in breach any payment or
payments or performance hereunder without in any way waiving its right to exercise any of its
rights and remedies provided for herein or otherwise with respect to any such default or defaults
which were in existence at the time such payment or payments or performance were accepted by
it.

Section 1117. No Violation of Public Policies Regarding Indermnity. Notwithstanding
any other term or condition of this Indenture, to the extent, if at all, that Section 56-7-1 NMSA
1978, as amended, is applicable to any agreement to indemnify, hold harmless, insure, or defend
another party contained herein or in any related documents, such agreement will not extend to
liability, claims, damages, losses or expenses, including attorneys' fees, arising out of bodily
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injury to persons or damage to property caused by or resulting from, in whole or in part, the
negligent act or omission of any indemnitee, its officers, employees or agents.
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IN WITNESS WHEREOF, the Parties have executed this Indenture the date set forth
above.

ISSUER:

LEA COUNTY, NEW MEXICO

By:

Name: Harry Tcague
Its: Chainnan of the Board of Commissioners

PURCHASER:

NEF SERIES 2004, LLC

By:

soc^wrw. _

Its:

DEPOSITORY:

BANK OF ALBUQUERQUE, N.A.

s -- .

Its:



I 2

BOOK 2 PAOE 601

Stale of New Mexico )
) Ss.

County of Lea )

The foregoing instrument was acknowledged before me on 2004, by
Harry Teague, as Chairman of the Board of Commissioners of Lea County, New Mexico, a
governmental subdivision of the State of New Mexico.

Notary Public

My commission expires:

State of )
Ss.

County of )

The foregoing instrument was acknowledged before me on , 2004,
by . as _ of NEF
Series 2004, LLC, a Delaware limited liability company.

Notary Public

My commission expires:

StateofNew Mexico )
ss.

County of Bernalillo )

This instrument was acknowledged before me on , 2004, by
, as -of Bank of

Albuquerque, N.A.

Notary Public

My commission expires:
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EXHIBIT A

THIS BOND HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED. OR UNDER ANY STATE SECURITIES LAW AND
IS TRANSFERABLE ONLY UPON COMPLIANCE WITH THE INDENTURE

AND PROVISIONS OF FEDERAL AND STATE SECURITIES LAWS
APPLICABLE TO THE TRANSFER AT THE TIME OF THE TRANSFER

No. R-* Up to $ 1,800.000,000

United States of America
State ofNew Mexico

Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

MATURITY DATE -ISSUE DATE

January .2034 January _. 2004

LEA COUNTY, NEW MEXICO, a governmental subdivision of the State of New
Mexico, duly organized and existing under the constitution and laws of the State of New Mexico
(the Issuer"), for value received, promises to pay, solely from the source described below, to
NEF Series 2004, LLC, a Delaware limited liability company (together with its successors and
assigns, and permitted transferees;the 'Purchaser"),on the Maturity Date, One Billion Eight
Hundred Million Dollars (subject to prior optional or mandatory redemption as described below)
or so much of such amount as has been advanced by the Purchaser and is outstanding and
interest thereon as hereinafter provided. Amounts advanced with respect to this Bond shall bear
interest from the dates such advances are made at 5% per annum. Interest on this Bond will be
computed on the basis of a 360-day year consisting of twelve 30-day months and the obligation
to pay interest shall continue until payment in full of the principal amount thereof Advances
made with respect to this Bond shall be subject to the terms and conditions set forth in the Bond
Purchase Agreement and the Indenture (as those instruments are identified below). Interest on
principal amounts outstanding under this Bond shall be payable on each anniversary of the Issue
Date commencing January _ 2005 until and including the Maturity Date (each an "Interest
Payment Date"). The entire principal amount of this Bond shall be payable in one payment on
the Maturity Date. Payment of the principal of and interest due on the Maturity Date will be
made upon presentation and surrender of this Bond for cancellation at the principal offices of the
Company (as defined below). This Bond is subject to prior redemption at the times and at the
redemption prices specified in the Indenture. !

This Bond was duly authorized and is issued under and pursuant to the constitution and
laws of the State of New Mexico, particularly Chapter 4, Article 59 NMSA 1978, as amended
(the 'Act'), and under and pursuant to Ordinance No.- duly adopted by the Issuer.
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This Bond has been issued by the Issuer in connection with an industrial revenue bond project
pursuant to the Act as described below. J

The principal of, interest on and redemption price of this Bond are payable by the Issuer
solely from the proceeds of the Bond and certain revenues derived by the Issuer from the leasing
and sale ofa commercial project under and pursuant to a Lease and Purchase Agreement dated
the Issue Date (the "Lease") between the Issuer and Louisiana Energy Services, L.P., a Delaware
limited partnership (the "Company"), which Lease pertains to the acquisition, construction and
installation of a facility that will enrich uranium to be used to generate electricity as a service to
the nuclear power plant industry, to be located in Lea County, New Mexico and not within the
boundaries of any incorporated municipality within Lea County (the "Project"), and which
proceeds and revenues have been pledged and assigned by the Issuer to the Purchaser under an
Indenture dated the Issue Date (together with any amendments and supplements, the 'Indenture")
among the Issuer, the Purchaser and Bank ofAlbuquerque, N.A. as depository (the
'Depository").

Reference is made to the Indenture, the Lease, and the Bond Purchase Agreement (as
defined in the Indenture) for the provisions, among others, with respect to the custody and
application of the proceeds of the sale of this Bond, the collection and disposition of income and
other revenues, restrictions on transfer of this Bond, a description ofthe revenues pledged and
assigned to the payment of the principal of, interest on and redemption price of this Bond, the
nature and extent of the security for this Bond, the terms and conditions under which this Bond is
issued and amounts to be advanced with respect to this Bond by the Purchaser, and the rights,
duties and obligations of the Issuer, the Company, the Purchaser and the Depository. By
accepting this Bond, the holder accepts and undertakes to perform all of the obligations of the
Purchaser.

This Bond is a special limited obligation of the Issuer payable by the Issuer solely from
funds or property available under the Lease and the Indenture that have been pledged and
assigned to the Purchaser to secure payment hereof.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE J
OF NEW MEXICO OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE
ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR
REDEMPTION PRICE OF THIS BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THIS BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE OF NEW MEXICO.
THIS BOND WILL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY
LIABILITY OF THE STATE OF NEW MEXICO OR ANY OF ITS POLITICAL
SUBDIVISIONS, INCLUDING THE ISSUER, OR A CHARGE AGAINST THEIR GENERAL
CREDIT OR TAXING POWERS.

This Bond may be called for redemption, as provided in the Indenture, at the option of the
Company in whole or in part on any date selected by the Company, at a redemption price equal
to the principal amount to be redeemed plus interest accrued on such principal amount to the
redemption date.
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If a Default (as defined in the Indenture) occurs, the Bond shall be subject to mandatory
redemption if the Purchaser declares all unpaid principal of and interest on the Bond to be
immediately due and payable as provided in the Indenture. Neither the Issuer nor the Depository

- has any responsibility to act on behalf of the Purchaser with respect to any Default. The Bond
also shall be subject to mandatory redemption upon notification by the Company that the NRC
License (as defined in the Lease) will not be issued in connection with the Project.

The Purchaser is authorized to endorse on Schedule A attached hereto and made a part of
this Bond, the date and amount of each advance by the Purchaser pursuant to Section 404 of the
Indenture and each principal payment on and redemption in part of this Bond and the resulting
principal amount. Failure to make any such endorsement or any error in such endorsement will
not affect the rights or obligations of the Issuer, the Company or the Purchaser.

This Bond may be transferred in whole but not in part.

All acts, conditions and things required to happen, exist and be performed precedent to
and in the issuance of this Bond and the execution of the Indenture have happened, exist and
have been performed as so required.

The validity, construction and performance of this Bond are governed by the law of New
Mexico applicable to agreements made and to be performed in New Mexico.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed by its Chairman
of the Board of Commissioners or Vice Chairman of the Board of Cornmissioners and its sea] to
be affixed hereto and attested by its County Clerk or a Deputy County Clerk.

LEA COUNTY, NEW MEXICO

By.
Its: Chairmanofthe Board of Commissioners

(S E A L)

Attest:

Its: County Clerk
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SCHEDULE A TO BOND

AMOUNT OF
PRINCIPAL RESULTING

AMOUNT OF PAYMENT OF PRINCIPAL NOTATION
DATE ADVANCE REDEMPTION AMOUNT MADE BY

.I

I.

.I

JX
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REQUISITION AND CERTIFICATE

To: Bank of Albuquerque, N.A., as Depository

The undersigned, pursuant to the Indenture dated January _, 2004 (the "Indenture"),
among Lea County, New Mexico (the "Issuer"), NEF Series 2004, LLC, a Delaware limited
liability company, as Purchaser, and Bank of Albuquerque, N.A., as Depository, requests on
behalfof Louisiana Energy Services, L.P., a Delaware limited partnership (the 'Company"), the
disbursement of S_ from the Acquisition Account (as defined the
Indenture) to pay the following costs and expenses related to acquisition, construction or
installation of the Project Property (as defined in the Indenture) or to the issuance of the Bond (as
defined in the Indenture):

General
Classification

Amount of Expndftu

S

Total: S

The undersigned certifies that:

(i) obligations in the stated amounts were incurred for Related Costs (as defined in the
Indenture) and arc due and payable (or, if the Company is indicated as the payee, were duly paid
in advance by the Company) and that each item is a proper charge against the Acquisition
Account and has not been the subject of a previous withdrawal from the Acquisition Account;

(ii) to the best knowledge of the undersigned there has not been filed with or served upon
the Issuer or the Company notice of any lien. right or attachment upon. or claim affecting the
right of any such payee to receive payment of, the respective amounts stated in such requisition
which has not been released or will not be released simultaneously with the payment of such
obligation; and

(iii) with respect to any iem for payment for labor or to contractors, builders or
materialmen, (i) the obligations stated have been properly incurred, (ii) to the best knowledge of
the undersigned, such work was actually performed or such materials or supplies were actually
furnished or installed in or about the Project (as defined in the Indenture) as part of the Project,
and (iii) to the best knowledge of the undersigned, either such materials or supplies are not
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subject to any lien or security interest or any such lien or security interest will be released or
discharged upon payment of this requisition.

'J

DATED:

Name:
Title:
Authorized Company Representative
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EXIBIIT C

COMPLETION CERTIFICATE

The undersigned Authorized Company Representative, pursuant to Section 605 of
the Indenture dated January _ 2004, among Lea County, New Mexico (the "Issuer"), Bank of
Albuquerque, N.A., as Depository, and NEF Series 2004, LLC, a Delaware limited liability
company, as Purchaser (the "Indenture"), states that, except for specified amounts remaining in
the Acquisition Account for any Related Costs shown below incurred by the Company but not
now due and payable, the Project is complete and all costs of labor, services, materials and
supplies in connection with the Project Property have been paid or provisions have been made
for their payment. After the transfer of remaining moneys in the Indenture, the Company will
have sole responsibility for the payment of any Related Cost in excess of the amount specified to
be retained in the Acquisition Account. Capitalized terms used in this certificate shall have the
meanings assigned thereto in the Indenture.

Related Costs Not Yet Due and Payable

S-

_A : __

DATED:_________

Name:
Title:
Authorized Company Representative
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LEA COUNTY, NEW MEXICO

AND

LOUISIANA ENERGY SERVICES, L.P.,
a Delaware limited partnership

LEASE AND PURCHASE AGREEMENT

Dated January , 2004

SI,800,000,000
Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

3
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THIS LEASE AND PURCHASE AGREEMENT is made this day of January, 2004
between the LEA COUNTY, NEW MEXICO, a governmental subdivision of the State of New
Mexico, duly organized and existing pursuant to the constitution and laws of the State of New
Mexico (together with its successors and assigns, the "Issuer"), and LOUISIANA ENERGY
SERVICES, L.P., a Delaware limited partnership (together with its successors and assigns, the
"Company").

ARTICLE -RECITALS'.

Section 1.1 Recital. Capitalized words and terms that are'not defined in the Recitals
below are defined as provided in Section 2.1 hereof.

A. Pursuant to the County Industrial Revenue Bond Act, Chapter 4, Article 59
NMSA 1978 Compilation, as amended (the "Act"), Lea County is authorized to acquire
industrial revenue projects to be located within Lea County outside the boundaries of any
incorporated municipality for the purpose of promoting industry and trade by inducing
manufacturing, industrial and commercial enterprises to lcate or expand in the State of New
Mexico, and promoting a sound and proper balance in the State of New Mexico between
agriculture, commerce, and industry. *

B. The Company has presented to the County a proposal (the 'Project Plan')
under which the Issuer would issue its Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004 in the maximum aggregate principal amount of$ I,800,000,000 (the
'Bond") to accomplish the acquisition. construction and installation of a project under the Act
(the "Project," as more specifically defined in Section 2.1 below).

C. Following review of the Project Plan, and in order to promote the local health
and general welfare, safety, convenience, and prosperity of the inhabitants of Lea County, the
Issuer deems it desirable and appropriate, and in accordance with the purposes of the Act, to
issue the Bond and make the proceeds thereof available to the Company pursuant to this Lease
and Purchase Agreement for the purposes described herein and in the Indenture.

D. The Board of Commissioners of Lea County has adopted Ordinance
No. _ _ which authorizes the acquisition of the Project subject to the terms of this Lease,
and the issuance of the Bond.

E. The Bond is to be issued under an Indenture dated the Closing Date (together
with any and all amendments and supplements thereto, the "Indenture) among the Issuer, [an
entity to be formed by LES to act as Bond purchaser and hold the Bond) (together with its
successors and assignees, and permitted transferees of the Bond, the 'Purchaser"), and Bank of
Albuquerque, N.A., as depository (the "Depository"). ;

F. The proceeds of the Bond will be used to finance the acquisition, construction
and installation of the Project.lThe Project is to be leased to the Company under this Lease and
Purchase Agreement dated the Closing Date.

0. The Bond is to be purchased under a Bond Purchase Agreement dated the
Closing Date among the Issuer, the Purchaser and the Company. '- ' '
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H. The Bond to be issued under the Indenture will be a special limited obligation
of the Issuer payable as provided therein. The Bond will not constitute a debt or pledge of the
crcdit of the Issuer, and the Purchaser will have no right to have taxes levied by the Issuer or to
require the Issuer to use any revenues for the payment of the Bond, except for the Revenues (but
excluding the Additional Payments).

ARTICLE II - DEFINITIONS AND RULES OF CONSTRUCTION

Section 2.1 Definition' All capitalized words and terms defined in the Indenture have
the same meanings when used in this Lease. In addition to the definitions in the Recitals in
Section 1.1 hereof, the capitalized words and terms used in this Lease shall have the following
meanings:

'Acquisition Account" has the meaning assigned in the Indenture.

"Additional Payments' has the meaning assigned in Section 5.3(b) hereof

"Authorized Company Representative" has the meaning assigned in the Indenture.

"Authorized Issuer Representative" means the Chairman and Vice Chairman of the Board
of Commissioners of Lea County, New Mexico, or any one of the persons at the time designated
to act on behalf of the Issuer in a certificate furnished to the Company and the Depository
containing the specimen signatures of such persons and signed on behalf of the Issuer by the
Chairman of the Board of Commissioners.

'Basic Rent' has the meaning assigned in Section 5.3(a) hereof

'Bond Documents" means, collectively, this Lease, the Indenture and the Bond Purchase
Agreement.

"Bond Ordinance" means the Issuer's Ordinance No. adopted December 16,
2003.

"Bond Purchase Agreement" means the Bond Purchase Agreement dated the Closing
Date among the Issuer, the Purchaser and the Company, together with any and all amendments
and supplements thereto.

"Business Day" has the meaning assigned in the Indenture.

"By-Product Material" shall have the meaning specified in the federal Atomic Energy
Act of 1954, as amended (AEA") provided that in the event the AEA is amended so as to
broaden the meaning of "byproduct material," such broader meaning will apply subsequent to the
effective date of such amendment

"Completion Date" has the meaning assigned in Section 4.1(c) hereof

"Closing Date" means the date of issuance of the Bond.

:J)



BORD 2 PA'3E 614
.OOK

"Easement" means and refers to that Grant of Easement and Right-of-Way effective
August 22,2003, from the New Mexico Commissioner of Public Lands, as grantor, to the
Company, as grantee, permitting the Company to use and occupy the real property subject to the
easement and to lease its interest thereunder to the Issuer for purposes of the Project, to wit: that
portion of Section 32, Township 21 South. Range 38 East, N.M.P.M., located in Lea County as
described in Exhibit A attached hereto, and by this reference made a part hereof, as the Project
Site, pending the acquisition of fee ownership of such real property by the Company.

"Eminent Domain" means the taking of title to, or the temporary use of, all or any part of
the Project Property pursuant to eminent domain or condemnation proceedings, or by any
settlement or compromise of such proceedings, or any voluntary conveyance of all or any part of
the Project Property during the pendency of, or as a result of a threat of, such proceedings.

'Environmental Laws" means any laws, statutes, regulations, orders or rules pertaining to
health or the environment that are applicable from time to time to the Project Site, the
construction and installation of the Improvements, the operation, use and decommissioning of,
and storage it, the Project Property, including, without limitation, the Atomic Energy Act of
1954, as amended ("AEA"), the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended ("CERCLA"), the Resource Conservation and Recovery Act
of 1976 ("RCRA"), the National Environmental Policy Act, the Clean Air Act, the Clean Water
Act, the Water Quality Act of 1987, the National Historic Preservation Act, the New Mexico
Water Quality Act, the New Mexico Hazardous Waste Act, the New Mexico Air Quality Control
Act and the New Mexico Radiation Protection Act.

"Equipment" means all equipment, fixtures and furnishings, and all other personal
property of any kind that is subject to depreciation for federal income tax purposes and is
suitable for use and used as part of the Project, and that is purchased with Bond proceeds, or the
purchase of which by the Company is reimbursed with Bond proceeds, together with equipment,
fixtures, furnishings and other depreciable personal property that are in replacement thereof due
to damage or obsolescence. - -

"Event of Default" has the meaning assigned in Section 8.1 hereof.

"Hazardous Material" means (i) 'hazardous materials," "hazardous substances,"
"hazardous wastes" as defined in the Environmental Laws and (ii) any other material regulated
under the Environmental Laws.

'Improvements' means all buildings, structures and other improvements existing or to be
constructed on the Project Site in connection with the Project, together with related demolition
and site work, and Equipment.

"Inducement Resolution" means the Issuer's Resolution No. 2003-Aug-027R. adopted on
August 5. 2003, which resolution declared the intent of the Issuer, subject to the satisfaction of
certain conditions, to issue the Bond.

Indemnitee" has the meaning assigned in Section 6.3 hereof
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Lease" means this Lease and Purchase Agreement dated the Closing Date between the
Issuer and the Company, together with any and all amendments and supplements thereto.

"Licensing Approvals" has the meaning assigned in Section 4.1 (a) hereof.

'NMSA 1978" means the New Mexico Statutes Annotated, 1978 Compilation, as
amended and superseded by subsequent compilations.

"NRC" means the Nuclear Regulatory Commission or its duly authorized representative.

`NRC License" means the license to be issued by the NRC authorizing the Company to
construct, occupy, operate and use the Project, including but not limited to all necessary storage
in connection with such operation and use.

'Permitted Liens' means, as of the date of delivery of this Lease, the liens and
encumbrances shown in Exhibit B attached hereto, and by this reference made a part hereof, and,
as of any part icular time, (i) liens for taxes and special assessments, if any, to the extent
permitted in Section 4.9, (ii) this Lease and any assignment of lease permitted by this Lease and
the Indenture and any supplements thereto, (iii) easements, licenses, rights-of-way and other
rights or privileges in the nature of easements permitted in Section 4.13, (iv) mechanics',
materialmen's, carriers' and other similar liens to the extent permitted in Section 4.17, (v) liens
and other encumbrances placed by the Issuer and/or the Company on the Project Property in
connection with obtaining the Project Financing, and (vi) such minor defects, irregularities,
encumbrances, easements, rights-of way and clouds on title to the Project Property as normally
exist with respect to similar properties and as do not, individually or in the aggregate, materially
impair the Project Property for the purpose for which it is used by the Company or materially
detract from the value of the Project Property.

"Proceeds" means, when used with respect to any insurance proceeds or any award
resulting from, or other amount received in connection with, Eminent Domain, the gross
proceeds from the insurance or such award or other amount.

'Project" means, as the context requires, (i the acquisition of an interest in the Project L
Site and the acquisition, construction and installation of Improvements in connection with the
establishment of a uranium enrichment facility, including related buildings, storage,
infrastructure, equipment and other improvements on the Project Site and the operation and
decommissioning of such facility, or (ii) the final products of the actions described in the
foregoing clause (i), or both meanings of the foregoing clauses (i) and (ii).

"Project Financing" means a transaction or series of transactions to which the Company
is a party occurring after the Closing Date for the purpose of obtaining the necessary financing
for the Project.

"Project Property" means the Project Site and the Improvements.

"Project Site" means that portion of Section 32, Township 21 South, Range 38 East,
N.M.P.M., located within Lea County and not within the boundaries of any incorporated
municipality in the County, as more specifically described in Exhibit A, provided that until such
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time as the Company obtains fee title to the real property described in Exhibit A. 'Project Site"
shall mean the rights and Interests of the Company wider the Easement, which contemplates the
use and occupancy of the real property described in Exhibit A, for purposes authorized in the
Easement, including but not limited to the issuance of the Bond and the acquisition, construction
and installation of the Project.

"Related Costs" has the meaning assigned in the Indenture.

'Rent" means Basic Rent, any Additional Payments and any other amount payable by the
Company under this Lease.

"Source Material" shall have the meaning specified in the federal Atomic Energy Act of
1954, as amended ("AEA") provided that in the event the AEA is amended so as to broaden the
meaning of "source material," such broader meaning will apply subsequent to the effective date
of such amendment

"Special Nuclear Material" shall have the meaning specified in the federal Atomic
Energy Act of 1954, as amended ("AEA") provided that in the event the AEA is amcnded so as
to broaden the meaning of "special nuclear rnaterial," such broader meaning will apply
subsequent to the effective date ofsuch amendment

"State" means the State of New Mexico.

"Term" means the period from the date of the execution and delivery of this Lease by the
Issuer and the Company (a) to the earlier of the date of Payment of the Bond (as defined in the
Indenture) upon (i maturity ofthe Bond on the anniversary ofthe Closing Date in 2034
("maturity date") or (ii) redemption of the Bond in whole prior to the maturity date; or (b) to the
date the Company sends a notice oftermination to the Issuer and the Purchaser and Depository
as provided in Article V of the Indenture on the grounds that the NRC License will not be issued,
but in no event later than the thirtieth anniversary ofthe Closing Date.

"TRD" means the New Mexico Taxation and Revenue Department.

"Unassigned Rights" means the Issuer's rights to enforce any of the obligations which the
Company is responsible for performing on behalf of or for the benefit of the Issuer, pursuant to
Sections 4.5, 4.15, 5.3(b), 6.3, 6.11, and 8.4 of this La=se.

'Unassigned Rights Obligations" means the Company's obligations set forth in Sections
4.5, 4.15, 5.3(b), 6.3, 6.11, and 8.4 ofthis Lease. -

Section 2.2 Rules of Construction.

(a) AU references in this Lease to particular articles, sections or exhibits are
references to articles or sections of or exhibits to this Lease unless some other reference is
established.

(b) Any inconsistency between the provisions of this Lease and the provisions of
the Indenture will be resolved in favor ofthe provisions ofthe Indenture.
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ARTICLE III - REPRESENTATIONS

Section 3.1 Issuer Representations. The Issuer represents that, as of the Closing Date:

(a) The Issuer is a governmental subdivision of the State of New Mexico, duly
organized and existing pursuant to the constitution and laws of the State of New Mexico and has
the power to enter into the transactions contemplated by this Lease and the Indenture and to carry
out its obligations under this Lease and the Indenture.

(b) The Issuer has duly authorized the execution, delivery and performance of the
Bond Documents and the issuance of the Bond all for the purpose of financing the Project and
paying certain costs related to the issuance of the Bond.

(c) To finance the Project, the Issuer will issue the Bond with the terms set forth
in the Indenture. The Bond will be issued under and secured by the Indenture, pursuant to which
the Issuer's interest in this Lease and the Revenues (but excluding Additional Payments) will be
pledged and assigned to the Purchaser as security for the payment of the Bond.

(d) The execution, delivery and performance by the Issuer of the Bond
Documents will not conflict with or create a material breach of or a material default under the
Act or any other law, rule, regulation or ordinance applicable to the Issuer or any agreement or
instrument to which the Issuer is a party or by which it is bound, and there is no action, suit,
proceeding, inquiry or investigation by or before any court, public board or body, pending or, to
the best knowledge of the Issuer, threatened, against the Issuer, which seeks to or does restrain or
enjoin the issuance or delivery of the Bond or the execution and delivery of any of the Bond
Documents or in any manner questions the validity or enforceability of the Bond or any of the
Bond Documents.

(e) The Issuer has no power under the Act to operate the Project as a business or
otherwise or to use or acquire the Project Property for any purpose, except as lessor thereof
under the terms of this Lease.

Section 3.2 Comnan, Retresentations. The Company represents that, as of the Closing
Date:

(a) The Company is a limited partnership organized and validly existing under
the laws of Delaware, is registered as a foreign limited partnership in the State, is in good
standing under the laws of the State, and has duly authorized the execution, delivery and
performance of this Lease and the Bond Purchase Agreement.

(b) The Company has full right, power and authority to approve the execution,
delivery and performance of this Lease and the Bond Purchase Agreement and to perform its
obligations under this Lease and the Bond Purchase Agreement.

(c) The execution, delivery and performance by the Company ofthis Lease and
the Bond Purchase Agreement, and the application by the Company of the proceeds of the
issuance and sale ofthe Bond as provided in the Bond Documents, do not and will not conflict

j)
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with, contravene, violate or constitute a breach of or a default under its certificate of linmted
partnership or partnership agreement or aiiy other agreement or instrument to which the
Company is a party or by which the Company or any of its property is bound or any law. rule,
regulation, decree or order applicable to the Company; nor will such execution, delivery. and
performance result in the imposition of liens or other encurwiances on any of the Company's
properties other than Permitted Liens and the liens created by the Bond Documents.

(d) When executed and delivered, the Bond Purchase Agreement and this Lease
will be the legal, valid and binding obligations of the Company enforceable against the Company
in accordance with their respective terms, except as enforcement may be limited by bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting creditors' rights generally
and general principles of equity.

(e) No Event of Default, or event or condition that, with notice or lapsc of time or
both, would constitute an Event of Default with respect to the Company, has occurred and is
continuing.

-(f All necessary authorizations, approvals, consents and other orders ofany
governmental authority or agency for the execution and delivery by the Company of this Lease
and the Bond Purchase Agreement have been obtained and are in full force and effect.

(g) There is no action, suit, or proceeding at law or in equity by or before any
court, public board or body pending or, lo the best of the knowledge of the Company, threatened,
against or affecting the Company, which (i) seeks to or does restrain or enjoin the issuance or
delivery of the Bond or the execution and delivery of any of the Bond Documents, (ii) in any
manner questions the validity or enforceability of the Bond or any of the Bond Documents, (iii)
questions the authority of the Company to own, lease, occupy and use under an easement or
right-of-way, operate or purchase any of the Project Property, or (iv) if adversely determined,
could have a material adverse effect on the Company, the Project Property or the Company's
ability to perform under the Bond Documents.

(h) The Company has not received any notice of an alleged violation and to the
best of its knowledge, the Company is not in violation of any zoning, land use, the
Environmental Laws or other similar law or regulation applicable to the Project or the Project
Site.

(i) The location of the Project Site for use in connection with the Project does not
violate any applicable law, statute, ordinance, rule, regulation, order or determination, and upon
issuance of all necessary authorizations, licenses, approvals and consents, including but not
limited to the NRC License, the construction, installation, operation and maintenance of the
Project Property will not violate any applicable law, statute, ordinance, rule, regulation, order or
determination of any governmental authority (including the governmental authority or authorities
providing such authorizations, licenses, approvals, consents and other necessary orders), or any
restrictive covenant, deed restriction or easement or right-of-way (recorded or otherwise)
affecting the Project Property, including, without limitation, the Easemen: and all applicable
zoning ordinances and building codes and the Environmental Laws.



I I-

ORD
800o 2 PAOU 619

(j) The Project Site is not the subject of any existing, pending or threatened
investigation or inquiry by any governmental authority or subject to any remediation obligations
under the Environmental Laws.

(k) No representation nade by the Company in this Lease and no statement made
by the Company in any information, material or report furnished to the Issuer or the Purchaser in
connection with the transactions contemplated by this Lease contains any untrue statement of a
material fact, or omits to state a material fact necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading.

(I) The Company is not in material default in the payment of the principal of or
interest on any indebtedness for borrowed money or in material default under any instrument or
agreement under and subject to which any indebtedness for borrowed money has been issued.

(m) The Related Costs are estimated to be equal to or less than the face amount
ofthe Bond, but the Company acknowledges that the Issuer has made no warranty or
representation, express or implied, that the amount in the Acquisition Account will be sufficient
to pay such Related Costs or that the Project Property will be suitable to the Company's needs.

(n) The Company has the economic ability to meet all of the financial obligations
imposed upon the Company under this Lease.

(o) The agreement by the Issuer to lease and sell the Project Property to the
Company, to the extent of is rights and ownership in such property, has induced the Company to
undertake the acquisition, construction. improvement, installation. furnishing and equipping of
the Project Property.

(p) The Company intends to operate or to cause the Project to be operated as a
facility to enrich uranium for commercial purposes until at least the later of (i) the payment in
full of the principal of premium, if any, and interest on the Bond or (ii) the sooner termination of
this Lease as provided herein.

(q) T'e Projedt Property will be located in Lea County. and not within the
boundaries of any incorporated municipality within the County.

Section 3.3 Survival of Revresentations. All representations of the Issuer and the
Company contained in this Lease or in any certificate or other instrument delivered by the Issuer
or the Company pursuant to this Lease or in connection with the transactions contemplated by
the Bond Documents, shall survive the execution and delivery of this Lease, the issuance, sale
and delivery of the Bond, the termination ofthis Lease and the payment ofthe Bond, as
representations of facts existing as of the date of execution and delivery of the instrument
containing such representation.

.4'1
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ARTICLE IV - THE PROJECT

Section 4.1 Acquisition. Construction. Equipping and Completion.

(a) On or prior to the date of issuance and delivery of the Bond and execution of
this Lease, the Company has conveyed or caused to be conveyed to the Issuer, by deed, lease,
sublease, bill of sale or such other appropriate transfer or conveyance document, either the fce
title to the Project Site or a leasehold interest in and to the Company's rights under the Easement,
including any and all Improvements which may exist at that time. The Company will convey or
cause to be conveyed to the Issuer, fee title to the Project Site by appropriate deed promptly upon
acquiring such title from the owner thereof and thereupon, this Lease shall be deemed to be a
lease of the Issuer's fee interest in the Project Site to the Company and the Easement shall
terminate in accordance with its terms. Upon conveyance of fee title, the Issuer shall be vested
with good title in and to the Project Site subject to the terms of this Lease and the Permitted
Liens. Not later than the final non-appealable issuance of the NRC License and any other
necessary licenses, approvals, permits, consents, authorizations, certifications and other orders of
any governmental authority, board, agency or commission having jurisdiction over the Project
(collectively, the 'Licensing Approvals"), the Company wil, on behalf of and as agent for the
Issuer, undertake to obtain Project Financing and to acquire, construct and install the Project
Property, with the Improvements to be constructed and installed in several phases. The
Company will issue a certificate to the Issuer, the Purchaser and the Depository establishing the
date when all Licensing Approvals have been received. The Company presently contemplates
that all phases of the Project will be completed within ten (10) years following receipt of all
Licensing Approvals and the Project Financing. In the event such acquisition, construction and
installation occurs prior to the receipt of proceeds of the sale of the Bond, the Company will
advance all necessary funds. To the extent necessary, after all proceeds of the issuance ofthe
Bond have been exhausted, the Company will finance the completion of the Project with its own
funds -The Issuer agrees to cooperate with the Company, at the sole expense of the Company, in
the Company's efforts to take all necessary steps to cause the records of the Lea County
Assessores Office to reflect (i) on or before January 1, 2005,the acquisition and ownership of the
Project Property by the Issuer under the Act in order to permit the Project Property to be exempt
from property taxation pursuant to Section 7-36-3 NMSA 1978.-

(b) The Issuer makes no warranty that the funds in the Acquisition Account are
sufficient to pay the entire Related Costs. If the Company miaikes any payment pursuant to this
Section 4.1, it will not be entitled to reimbursement or rduction of the Rent. Subject to
Section 4.17, the Company will not allow any contractor, subcontractor, materialman or laborer
with respect to the Project to remain unpaid, and will take all actions or cause to be taken all
actions necessary to prevent liens by such parties being filed against the Project Property. The
application of the proceeds of the sale of the Bond and thedisbursement of the same from the
Acquisition Account will be governed by and subject to the terms and conditions of the
Indenture.

(c) On the date the final phase of the Project is complete, in the sole opinion of
the Company (the "Completion Date"), the Company will deliver to the Issuer and the
Depository a certificate signed by an Authorized Company Representative stating that, except for
specified amounts remaining in the Acquisition Account for any specified Related Costs incurred
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by the Company but not then due and payable, the Project is complete and all costs in connection
with the Project have been paid for or provision has been made for their payment.

Section 4.2 Proiect under the Act.

(a) The Company will not make any changes to the Project, as described in the
Project Plan, that will change the nature of the Project as a qualified 'project' as defined in and
as contemplated by the Act, and will not operate the Project so as to cause the Project Property
not to be a "project' within the meaning of the Act.

(b) The Company shall have the sole responsibility for the acquisition.
construction and installation of the Project as agent for the Issuer, and may perform the same, by
itself or through affiliates, agents, contractors or others selected by it, in whatever lawful manner
it decrs necessary, and procure from the appropriate State, county, municipal and other
authorities, corporations and other entities, connection and discharge arrangements for the supply
of natural gas and other fuel, as necessary, and for electricity, water, sewer and other
commodities for the operation of the Project.

(c) In the exercise of any remedies provided in Sections 8.3 and 8.4 hereof, the
Issuer shall not take any action at law or in equity that could result in the Issuer obtaining
possession of the Project Property or operating the Project as a business or otherwise.

Section 4.3 Agreement to Issue Bond. In order to provide funds for the Project, the
Issuer will issue and deliver the Bond in accordance with the Indenture. The Issuer will cause
the proceeds of the sale and funding of the Bond to be deposited into the Acquisition Account,
all as provided in the Indenture.

Section 4.4 No Warranty. THE COMPONENTS OF THE PROJECT PROPERTY
HAVE BEEN DESIGNATED AND SELECTED BY THE COMPANY. THE ISSUER HAS
NOT MADE AN INSPECTION OF ANY PORTION OF THE PROJECT PROPERTY. THE
ISSUER MAKES NO WARRANTY OR REPRESENTATION, EXPRESS, IMPLIED OR
OTHERWISE, WITH RESPECT TO ANY PORTION OF THE PROJECT PROPERTY OR
THE LOCATION, USE, DESCRIPTION, DESIGN, TECHNOLOGY, MERCHANTABILITY,
FITNESS FOR USE FOR ANY PARTICULAR PURPOSE, CONDITION OR DURABILITY
OF THE SAME, OR AS TO THE QUALITY OF THE MATERIAL OR WORKMANSHIP IN
THE SAME. ALL RISKS INCIDENT TO THE PROJECT PROPERTY ARE TO BE BORNE
BY THE COMPANY. THE ISSUER WILL HAVE NO LIABILITY WITH REGARD TO OR
ARISING OUT OF ANY DEFECT OR DEFICIENCY OF ANY NATURE IN ANY PORTION
OF THE PROJECT PROPERTY, WHETMER PATENT OR LATENT. THE PROVISIONS OF
THIS SECTION 4.4 HAVE BEEN NEGOTIATED AND ARE INTENDED TO BE A
COMPLETE EXCLUSION AND NEGATION OF ANY WARRANTIES OR
REPRESENTATIONS BY THE ISSUER, EXPRESS OR IMPLIED TO THE EXTENT
ALLOWED BY LAW, WITH RESPECT TO ANY PORTION OF THE PROJECT
PROPERTY, WHETHER ARISING UNDER THE UNIFORM COMMERCIAL CODE OR
ANY OTHER LAW NOW OR HEREAFTER IN EFFECT.
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Section 4.5 Gross Receipts and Comnensating Tax.

(a) The Company, either on its own behalf or as agent for the Issuer pursuant to
Section 4.1 and this Section, will file returns for reporting and paying compensating tax which is
due because of the Project and will pay, as a Related Cost, any gross receipts or compensating
tax due from the Issuer under any such returns pursuant io Sections 7-9-14 and 7-9-54 NMSA
1978. The Issuer, at the request of the Company, or thi Comnpany as agent for the Issuer, will
apply to the TRD for nontaxable transaction certificates (as iuch term is used in the Gross
Receipts and Compensating Tax Act, Chapter 7, Article 9, NMSA 1978) (Nontaxable
Transaction Certificates") to be issued by the Company, as agent for the Issuer, to vendors, in
order to permit the vendors to claim deductions available under the New Mexico Gross Receipts
and Compensating Tax Act for the vendors' receipts from the Company, as agent for the Issuer,
for sales of Project Property. The Company will pay any gross receipts or compensating tax plus
applicable penalty and interest that is found by the TRD to be due from the Company or the
Issuer with respect to the Project. The Company, at its sole expense, may request any rulings
from the TRD which the Company determines may be necessary or desirable to clarify the
New Mexico gross receipts and compensating tax implications of transactions related to the
Project and may dispute, at its sole expense, in any maunner authorized by the New Mexico Tax
Administration Act or other applicable procedures, any gross receipts or compensating tax
liability imposed on the Company or the Issuer because of the Project, provided the Company
shall not pursue a dispute that, in the reasonable opinion of the Issuer, will materially and
adversely affect the interest or rights of the Issuer. The Issuer specifically acknowledges that
since the adoption of the Inducement Resolution, an agency relationship for purposes of the
gross receipts tax deduction under Section 7-9-54 NMSA 1978 and applicable regulations has
existed between the Issuer and the Company with respect to the Project. The Issuer agrees, at the
request and expense of the Company, to make reasonable modifications to this Lease that are
necessary or desirable to obtain Nontaxable Transaction Certificates or otherwise reduce the
gross receipts and compensating tax imposed upon the Company or the Issuer as a result of the
Project or its operation.

(b) The receipts of vendors from the sale of tangible personal property to the
Issuer, which tangible personal property is included in the Project Property (but excluding
construction material", as defined in Section 7-9-3.4(B) NMSA 1978), shall be deductible from

'gross receipts or governmental gross receipts, and exempt from compensating tax, to the fullest
extent permitted by Sections 7-9-14 and 7-9-54 NMSA 1978 and 3.2.212.22 NMAC and sections
of the NMSA 1978 and the New Mexico Administrative Code (NMAC) under which such
provisions or similar provisions may be codified or renumbered in the future. The deduction
from gross receipts or governmental gross receipts, and the exemption from compensating tax,
shall not apply to purchases of Project Property except as provided in the preceding sentence,
and, except as contemplated in the preceding sentence, the Company shall not be authorized by
this Lease to provide Nontaxable Transaction Certificates to vendors.

Section 4.6 Assessment in the Company's Name. -Notwithstanding any other provisions
of this Lease, if this Lease has not been terminated on or before the Maturity Date (see definition
in Indenture), then the Issuer shall convey the Project Property to the Company on the Maturity
Date, the Company will take all necessary action to have the Project Property assessed for
property tax purposes in the name of the Company on and after the Maturity Date, and the
Company will pay all ad valorem taxes imposed on the Project Property from and after the
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Maturity Date. The provisions of Article X shall govern the manner and form of any such
conveyance from the Issuer to the Company. >1

Section 4.7 Compliance With Law. The Company will obtain, or cause to be obtained,
all Licensing Approvals necessary for the construction, installation, operation or maintenance of
any Improvements prior to commencement of each such activity. The Company will obtain or
cause to be obtained all necessary licenses, permits and approvals for storage on or at the Project
Site, will comply with all lawful requirements of any governmental body, agency or department
regarding the use or condition of the Project and will cause each phase of the Project, upon
completion, to comply with all applicable zoning and planning ordinances, building codes,
restrictive covenants, the Environmental Laws, and all other applicable laws, ordinances,
statutes, rules and regulations relating to the Project Property. The Company may in good faith
contest the validity or the applicability of any such requirement. During the period of such
contest and any related appeal this Section 4.7 will be deemed satisfied with respect to the
requirement so contested.

Section 4.8 Nuisance Not Permitted. The Company will not permit or suffer its agents,
employees, invitees (including building contractors and subcontractors), guests or other visitors
to commit a nuisance on or about the Project Property or itself commit a nuisance in connection
with its use or occupancy of the Project.

Section 4.9 Taxes and Utility Charges. The Company will pay, as and when due, (i) all
taxes, assessments, and governmental and other charges of any kind whatsoever that may at any
time be lawfully assessed or levied against or with respect to the Project Property, (ii) all utility
and other charges incurred in the operation. maintenance and storage activities at or about the
Project Property, and (iii) all assessments and charges lawfully made by any governmental body
for public improvements that may be secured by any lien on the Project Property. The Company
may, in good faith, contest the amount or validity of any such levy, tax, assessment or other
charge by appropriate legal proceedings. During the period of such contest and any related
appeal, this Section 4.9 will be deemed satisfied with respect to any such levy, tax, assessment or
other charge so contested. I

Section 4.10 Maintenanc. The Issuer will not be under any obligation to, and will not.
operate, maintain or repair the Project Property. During the Term, the Company will, at its own
expense, keep the Project Property in safe repair and in such operating condition as is needed for
its operations and make all necessary repairs and replacements to the Project Property as
determined in the Company's sole discretion (whether ordinary or extraordinary, structural or
nonstnrctural, foreseen or unforeseen).

Section 4.11 Replacement and Removal of Proiect ProWerty. The Company may replace
or remove any equipment, fixtures or furnishings constituting a part of the Project Property,
provided that such replacement or removal will not change the nature of the Project as a qualified
.project" as defined in and as contemplated by the'Act. Upon request of the Company, the Issuer
will deliver to the Company, at the sole expense of the Company, appropriate instruments
evidencing the acquisition by the Company oftitle to any machinery, equipment or fixtures
permitted by this Section 4.11 to be so replaced or removed. The provisions of Section 10.2
shall govern the delivery and form of any such instruments.
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Section 4.12 EnvironmentalMiis.

(a) Subject to any "exemptions" and "exceptions" received from regulatory
agencies, the Company shall obtain all permits, licenses, approvals, and other authorizations
which are required under the Environmental Laws and shall conduct all activities related to the
Project Property in compliance with all limitations, restrictions, conditions, standards,
prohibitions, requirements, obligations, schedules, and timetables contained in the
Environmental Laws or contained in any regulation, code, plan, order, decree, judgment, notice,
demand letter, permit, license, approval, or authorization issued, entered, or promulgated under
the Environmental Laws. The Company acknowledges, subject to any "Exemptions" and
"exceptions" received from the NRC, that it is subject to the applicable provisions of 10 C.F.R.
Parts 30,40,70 and 95, in applying for and upon issuance of the NRC License.

(b) To the extent that the use that the Company makes or intends to make of the
Project Property will result in the use, handling, manufacture, mixing, treatment, refining,
transportation, generation, storage, disposal or other release or presence of any Hazardous
Material or solid waste in, on, under, to or from the Project Property, such use, handling,
manufacture, mixing, treatment, refning, transportation, generation, storage, disposal or other
'release or presence will comply with the Environmental Laws.

(c) The Company will promptly notify the Purchaser and the Issuer of any
material violation or alleged material violation ofthe Environmental Laws pertaining to the
Project Property ofwhich the Company becomes aware or ofany pending or threatened
investigation relating to the Environmental Laws involving the Project Property or the
Company's use or operation of the Project Property of which the Company becomes aware.
Inspections conducted from time to time by regulatory agencies do not constitute an
"investigation" for purposes of this notice requirement. The Company will provide the Issuer
and the Purchaser with any State regulatory inspection reports regarding the Project that are not
available publicly.

Section 4.13 Easements. With the consent ofthe Issuer, which will not be unreasonably
withheld or delayed, and subject to the terms of the Easement, if applicable, (i) the Company
may at any time or times grant easements, licenses, rights-of-way and other rights or privileges
in the nature of easements with respect to any part of the Project Property and (ii) the Company
may release existing interests, easements, licenses, rights-of-way and other rights or privileges
with or without consideration, provided that no such grant or release shall materially and
adversely affect the value, operation or utility of the Project Property. The Issuer will, at the
Company's expense, reasonably cooperate in connection with the execution of required
instruments in connection with the grant and release of such easements, licenses, rights-of-way
and other rights and privileges.

Section 4.14 Eminent Domain: Damage: Destruction The Company will give prompt
notice to the Issuer and the Purchaser of any material damage to or destruction of the Project
Property. If either the Issuer or the Company receives notice ofthe proposed taking ofall or any
part ofthe Project Property by Eminent Domain, it will give prompt notice to the other and the
Purchaser. Any such notice will describe generally the nature and extent of such damage,
destruction, taking or proposed taking. The Proceeds resulting from the exercise of Eminent
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Domain with respect to or from any damage to or destruction of all or any portion of the Project
Property will be paid to the Company.

Section 4.15 Irsu The Company will keep the Project continuously insured with
respect to such risks and in such amounts, with such deductible provisions, as are customary in
connection with the operation of facilities of the type and size comparable to the Project and in
compliance with all insurance coverages required for Licensing Approvals (including coverages
required pursuant to 10 C.F.R. Parts 40 and 70) and, following the NRC's issuance to the
Company of a license, 10 C.F.R. Part 140, and as otherwise required by the NRC. The Company
shall rumish satisfactory certificates of insurance for all insurance from financially sound
insurance companies licensed and authorized to do business in the State, and such certificates
shall name the Company and the Issuer as loss payees for each casualty insurance policy, shall
name the Company and the Issuer as additional or co-insureds under each public liability
insurance policy and shall include a provision requiring thirty (30) days prior written notice to
Issuer for cancellation, reduction or change in any coverage. Such insurance may, to the extent
permitted under applicable law, be provided by blanket policies maintained by the Company, by
a captive insurance company controlled by the Company or through self-insurance. Such
insurance will include general liability insurance against liability for (i) claims for injuries to or
death of any person or damage to or loss of property arising out of or in any way relating to the
Project, (ii) liability with respect to the Project under the workers' compensation laws of the State
(unless the Company has complied with the requirements of the laws ofthe State for self-
insurance), and (iii) liability for bodily injury and property damage with respect to owned and
leased automobiles or trucks, non-owned automobiles or trucks and hired cars or trucks. To the
extent not otherwise required by the Licensing Approvals, the Company shall maintain
comprehensive general liability coverage of at least SI,000,000 per occurrence and pollution
liability insurance coverage of at least S1,000,000 per occurrence, provided such coverages are
available to the Company at commercially reasonable rates.

Section 4.16 Access and Inspection. During the Term, the Issuer, the Purchaser and their
duly authorized agents shall have the right to inspect the Project Property, subject to compliance
with the Company's access requirements as approved by the U.S. Nuclear Regulatory
Commission.

Section 4.17 Li;M. Except for Permitted Liens, the Company will not suffer any liens to
exist on the Project Property as a result of any claims brought against the Company pursuant to a
right or interest not existing in connection with, or permitted by, this Lease. The Company will
notify the Issuer and the Purchaser of the existence of any lien, other than a Permitted Lien, on
the Project Property within 30 days after such lien'attaches. The Company may, in good faith,
contest the validity of any lien on the Project Property. During the period of such contest and
any related appeal, this Section 4.17 will be deemed satisfied with respect to the lien so
contested.

ARTICLE V - LEASE; TERM; POSSESSION; RENT

Section 5.1 Lease of the Proiect ProMeM&y: Term In consideration of the payment of
Rent, the Issuer eases the Project Property to the Company for the Term.
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Section 5.2 Quict Enjonnt. So long as an Event of Default has not occurred and is not
continuing, the Issuer will not take any action, other than pursuant to Article VII, to prevent the
Company from having quiet and peaceable possession and enjoyment ofthe Project Property
during the Term (except as necessary with iespect to thc exercise of Eminent Domaindfor public
projects and purposes) and will, at the request of the Company and at the Company's expense. to
the extent that it is lawfully necessary and the Issuer may lawfully do sojoin in any legal action
in which the Company asserts its right to such possession and enjoyment.

Section 53 Basic Rent and Additional Payments.

(a) The Company will pay to'the Purchaser for the account of the Issuer, such
amounts at such times as are necessary to make all payments of principal of, interest on and
redemption price of the Bond in accordance with the terms of the Bond and the Indenture as and
when due (the 'Basic Rent').

(b) The Company will also make the following additional payments (the
"Additional Payments"):

(i) to or on behalf of the Depository, the reasonable fees and charges of
the Depository for all services of the Depository and all reasonable expenses (including
reasonable counsel fees and expenses) incurred by the Depository in connection with its duties
under the Indenture, if scheduled, when due and, otherwise, promptly on demand by the
Depository (which fees, charges and expenses may be more specifically determined by an
agreement between the Depository, the Company and the Purchaser); and

(ii) to or on behalf of the Issuer, promptly on demand of the Issuer, all
reasonable out-of-pocket costs and expenses including, but not limited to, reasonable counsel
fees and expenses paid or incurred by the Issuer in connection with (A) the discussion,
negotiation, preparation, approval, execution, and delivery of the Bond, the Indenture, the Bond
Purchase Agreement, this Lease,' and the other documents related thereto, (B) any amendments
or modifications to any of the foregoing documents and the discussion, negotiation, preparation,
approval, execution and delivery of any and all documents necessary to effect such amendments
or modifications, and (C) the enforcement by the Issuer, during or afier the Term, of any of the
rights or remedies of the Issuer under any ofthe foregoing documents, instruments or
agreements, including without limitation reasonable costs and expenses of collection, whether or
not suit is filed.

Section 5.4 Obligation Unconditional. The obligation of the Company to pay Rent and
to perform its other obligations under this Lease is absolute and unconditional and will not be
subject to diminution by set off, counterclaim, abatement or otherwise, whether as a result of
Eminent Domain with respect to, damage to or destruction of or removal of all or any portion of
the Project Property or any other event or condition. Until the Bond is paid in full, as provided
by the Indenture, the Company will not suspend or discontinue payment of the Rent or fail to
perform any of its obligations under this Lease and will not terminate this Lease prior to the
expiration of the Term for any cause." In the event the Issuer fails to perform any of its
obligations under this Lease, the Company may institute such action against the Issuer as the
Company may deem necessary to compel such performance. The Company may also. at its own
cost and expense and in its own name or, if legally necessary, in the name of the Issuer,



B(*0 2 PAOE 627

prosecute or defend any action or proceeding or take any other action involving third parties
which the Company deems reasonably necessary in order to secure or protect its title, right of
possession, occupancy, operation and right of purchase of, the Project Property. In such event, if
no Event of Default has occurred and is continuing, unless waived by the Purchaser, the Issuer
will cooperate with the Company, so long as it is not the adverse party, upon receipt of
indemnity satisfactory to the Issuer against any out-of-pocket costs, expense (including
reasonable counsel fees and expenses) or liability the Issuer may incur or suffer as a result of or
in connection with such cooperation.

Section 5.5 Net Lease This Lease will be deemed and construed to be a "net lease," and
the Company will pay Rent, free of any deductions and without abatement, diminution or setoff.

ARTICLE VI - SPECIAL COVENANTS

Section 6.1 Recordinz and Filing: Further Assurances. The Company will, at the
direction of the Purchaser and at the expense of the Company, take all actions that at the time are
and from time to time may be reasonably necessary to perfect, preserve, protect and secure the
interest of the Issuer and the Purchaser in and to the Rent and in the Project Property, to the
extent of the Issuer's interest therein under this Lease, including, without limitation, the
recordation ofthis Lease and the Indenture, the filing of financing statements and continuation
statements (if deemed necessary), and the execution, acknowledgment, delivery, filing and
recordation of any other necessary agreements and instruments. The Issuer will execute such
instruments as may be reasonably requested by the Company to permit compliance with this
Section 6.1.

Section 6.2 Claims. The Company will pay and discharge and will indemnify and hold
the Issuer harmless from (a) any lien or charge upon payments by the Company to, or for the
account of, the Issuer under this Lease and (b) any taxes, assessments, impositions and other
charges in respect of the Project Property except for charges that are being contested under
Section 4.9 hereof If any such claim is asserted, or any such lien or charge upon payments, or
any such taxes, assessments, impositions or other charges are sought to be imposed, the Issuer
will give prompt notice to the Company, and the Company will have the sole right and duty to
assume the defense of the same and will have the power to litigate, compromise or settle the
same.

Section 6.3 Release and Indemnification.

(a) The Company acknowledges that the Issuer is acting as a conduit issuer in
this transaction and has agreed to issue an industrial revenue bond at the request of the Company
in order to enable the Company to take advantage of certain tax benefits. The Company
understands that, under Section 4-59-6 NMSA 1978, the Issuer does not have the power to incur
a pecuniary liability or to obligate itself except with respect to the Bond proceeds, the Project
Property and the application of the revenues therefrom.

(b) The Company releases the Issuer from, agrees that the Issucr will not be liable
for, and agrees to indemnify and hold Issuer harmless from and against any and all liabilities,
claims, suits, costs and expenses which are or may be imposed upon, incurred or asserted against
the Issuer on account of: (i) any loss or damage to property or injury to or death of or loss by any
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person that may be occasioned by any cauSe whatsoever pertaining to the construction,
maintenance, operation, use or decommissioning of the Project (ii) any storage activities at, on,
in, under or about the Project Property; (iii) any breach or default on the part of the Company in
the performnance of any representation, covenant or agreement of the Company under this Lease.
or any related document, or arising from any acts or failure to act by the Company, or any of its
agents, contractors, servants, emrloyees or licensees; (iv) the Company's failure to comply with
any requirements of this Lease; (v) any other loss, claim, damage, penalty, liability,
disbursement, litigation expense, attorneys' fees, experts' fees or court costs arising out of or in
any way relating to the execution or performance of this Lease, actions taken under the Indenture
or any other cause whatsoever pertaining to the Project Property; and (vi) any claim, action or
proceeding brought with respect to the matters set forth in (i), (ii), (iii), (iv) and (v) above,
excluding, however, from the scope of the release and indemnity under this Section 6.3(b), any
matters covered under the release and indemnity involving health and the environment under
Section 6.3(c) :klow.

(c) The Company releases the Issuer from, agrees that the Issuer shall not be
'liable for, and agrees to indemnify and hold Issuer harmless from and against any and all claims,
suits, judgments, fines, penalties, assessments, natural resource damages, response costs (such as
the cost of any testing, sampling, medical or other monitoring, cleanup, or other required
response action), costs necessary to bring the Project Property or the Project into compliance
with the'Environmental Laws and other liabilities, together with attorneys' fees and experts,
fees, costs and expenses which are or may be imposed upon. incurred by, or asserted against the
Issuer resulting 'from or in any way connected with the use, handling, mixing, generation,
storage.'manufacture, refining, release, transportation, treatment, disposal or other release or
presence, at, in, on, under or from the Project Property, of any By-Product Material, Source
Material, Special Nuclear Material, Hazardous Material, oils, asbestos in any form or conditions,
or any pollutant or contaminant or hazardous, dangerous or toxic chemicals, materials or
substances within the meaning of the Environmental Laws, or any other applicable federal, state
or local law, regulation. ordinance or requirement relating to or imposing liability or standards of
conduct concerning any By-Product Material, Source Material, Special Nuclear Material,
Hazardous Material, hazardous, toxic or dangerous waste, substance or materials, all as now in
efrect or hereafter amended from time to time.

(d) In case a claim shall be made or any action shall be brought against one or
more ofthe Indemnified Parties based upon the matters described in Subsection 6.3(b) or (c)
above and in respect of which indemnity is sought against the Company pursuant to
Subsection 6.3(b) or (c) above, the Indemnified Party or Indemnified Parties seeking indemnity
shall, within ten days of being notified of an action against it, notify the Company, in writing,
and the Company shall promptly assume or cause the assumption of the defense thereof,
including the employment of counsel chosen by the Company and approved in writing by the
Issuer (provided that such approval by the Issuer shall not be unreasonably withheld), the
payment of the reasonable expenses of such counsel and the right of the Issuer to participate in
negotiations and to consent to settlement. Many Indemnified Party is advised in a written
opinion of independent counsel (i) that there may be legal defenses available to such Indemnified
Party which are adverse to or in conflict with those available to the Company, or '(ii) that the
defense of such Indemnified Party should be handled by separate counsel, the Company shall not
have the right to assume or cause the assumption of the defense of such Indemnified Party, and
the Company shall be responsible for the reasonable fees and expenses of counsel retained by
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such Indemnified Party, provided such counsel is approved in writing by the Company, in
assuming its own defense. If the Company shall have failed to assume or cause the assumption
ofthe defense of such action or to retain counsel reasonably satisfactory to the Issuer within a
reasonable time after notice of the commencement of such action, the reasonable fees and
expenses of counsel retained by the Indemnified Party shall be paid by the Company.
Notwithstanding, and in addition to, any ofthe foregoing, any one or more of the Indemniifed
Parties shall have the right to employ separate counsel in any such action and to participate in the
defense thereof, but the fees and expenses of such counsel shall be paid by such Indemnified
Party or Indemnified Parties unless the employment of such counsel has been specifically
authorized in writing by the Company. The Company shall not be liable for any settlement of
any such action effected without the written consent of the Company, but if settled with the
written consent of the Company, or if there is a final judgment for the plaintiff in any such action
with or without consent, and after all appeals have been taken and final orders or dismissals
entered, the Company agrees to indemnify and hold harmless the Indemnified Parties from and
against any loss or liability by reason of such settlement or judgment.

(e) The indemnifications set forth in this Section 6.3 are intended to and will
include the indemnification of all affected officials, members of the County Board of
Commissioners, offcers, employees and agents of the Issuer (together with the Issuer, the
'Indemnified Parties" and each singularly an 'Indemnified Party"). The indemnification is
intended to and will be enforceable by the Issuer, to the full extent permitted by law.

(f) No release or indemnity is given under this Section 6.3 due to the exercise by
the Issuer of its police powers or in the performance of any essential governmental function but
excluding the governmental functions related to the authorization of the Project under the Act;
and provided further that there shall be excluded from the scope of this release and indemnity
any liability, claims, costs and expenses imposed upon, incurred or asserted against the Issuer
resulting from or arising out of the willful misconduct or negligence of the Indemnified Parties
or any Indemnified Party.

Section 6.4 Approval of Indenture: Obligations Under Indenture. The Indenture has
been submitted to the Company for examination and the Company acknowledges, by execution
of this Lease, that it has approved the Indenture and will perform the obligations assigned to it in
the Indenture.

Section 6.5 Assianment of Warranties. The Issuer will, to the extent possible and at the
expense of the Company, transfer and assign to the Company from time to time any and all of
the Issuer's rights and interests in and under any warranties obtained in connection with the
Project Property and will give the Company the right to take action in either the Issuer's or
Company's name for the enforcement of such warranties.

Section 6.6 Company to Maintain Its Existence,. Except in connection with a transaction
permitted under Section 7.3 hereoC the Company will maintain its existence as a limited
partnership and will not dissolve or otherwise dispose of all or substantially all of its assets.

Section 6.7 Good Standing. The Company will execute, file and record all certificates
and other documents and perform such other acts as may be necessary or appropriate to comply
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with all requirements for the formation and operationof a'Urniited partnership under ihe laws of
Delaware and the State and the operation of thc Project Property under the laws of the Statc.

Section 6.8 Authority of Authorized Representative of Issue. Whenever under the
provisions of this Lease the approval of the Issuer is required or the Company is required to take
some action at the request of the Issuer, such approval or such request will be 'made by the
Authorized Issuer Representative unless otherwise specified in this Lease, and the Company or
the Depository will be authorized to act on any such approval or request and the Issuer will have
no complaint against the Company or the Depository as a result of their taking any such action.

Section 6.9 Authority of Authorized Representative of Company. Whenever under the
provisions of this Lease the approval of the Company is required or the Issuer is required to take
some action at the request of the Company, such approval or such request will be made by the
Authorized Company Representative unless otherwise specified in this Lease, and the Issuer or
the Depository will be authorized to act on any such approval or request and the Company will
have no complaint against the Issuer or the Depository as a result of any such action taken.

Section 6.10 Other Instruments. The Company will do, execute, acknowledge and
deliver or cause to be done, executed, acknowledged and delivered, such instruments
supplemental hereto and such further acts, instruments and transfers (i) as the Issuer or Purchaser
may from time to time reasonably require for better assuring the Issuer's title to or interest in, the
Project Property, or transferring and conveying the Project Property to the Issuer and the better
pledging under the Indenture of the moneys receivable under this Lease, and (ii) as the Issuer and
the Depository may from time to time reasonably require in furtherance of the accomplishment
of the purposes of any of the Bond Documents.

Section 6.11 Payment in LieufProertv Taxes.

(a) The Issuer and the Company acknowledge that during the Term, the
Project Property will be exempt from property taxation pursuant to Article VIll, Section 3 of the
State constitution and Section 7-36-3 NMSA 1978. Notwithstanding the foregoing, the
Company will pay payments in lieu of property tax ("PILOTs') as provided in subsections (b)
and (c) of this Section.

(b) -Subject to provisions ofsubsection (c) of this Section, the Company shall
pay to the Issuer, on each date the Company would have been required to pay property taxes if
the Project Property were owned entirely by the Company and the Bond had not been issued by
the Issuer, an amount equal to twenty percent of the total amount of property tax (ie., the tax
arising from the combined levies of all taxing entities whose taxing jurisdiction encompasses the
Project Site) that would have been due on such date if the Project Property were owned entirely
by the Company and the Bond had not been issued by the Issuer. The amounts of the PILOT
pursuant to this subsection (b) (the 'Main PILOT) shall be calculated using mill levies and
assessed property tax valuations that would have been applicable for each tax year with respect
to the Project Property if the Bond had not been issued by the Issuer. The property tax valuation
for the Project Property for each tax year shall be determined by the Lei County Assessor (the
"Assessor") using information provided by the Company and such other information obtained
from other sources as is deemed relevant by the Assessor. [he Company shall provide the
Assessor all information that the Assessor may lawfully require for the purpose of determining
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the assessed valuation ofthe Project Property from year to year. The Company may challenge
the valuation determined by the Assessor on the same grounds as would be available to it if it I
were assessed for property tax for the Project Property; provided, however, that no payment of
the Main PILOT shall be delayed by reason of a dispute of the valuation of the Project Property.
In the event of a dispute concerning the valuation, the Company shall pay the Main PILOT
calculated according to the most recent undisputed valuation of the Project Property, and when
the dispute is resolved shall pay an amount (or'receive a credit, as applicable, against future Main
PILOT payments) equal to the difference between the adjusted amount of the Main PILOT and
the amount already paid, in accordance with the valuation determined through the dispute
resolution or adjudication as applicable. The Main PILOT shall be paid directly to the Issuer,
and the Company shall have no responsibility for the Issuer's use or distribution of such
amounts.

(c) The parties anticipate that the City of Eunice (the "City") will construct water and
sewer lines connecting the Project with the City's water and sewer utilities. The Company shall
pay the pre-construction engineering and design costs for such lines as they become due and
payable, up to an amount of S 125,000. The Company shall further pay all of the right-of-way
acquisition, construction services and materials costs for such lines, as they become due and
payable (the "Pipeline PILOT'). Fifty percent of the amount paid as the Pipeline PILOT shall be
credited against the Main PILOT in equal amounts per year over a period of five years,
beginning in the tax year immediately following the final payment ofthe last amount of the
Pipeline PILOT; provided, however, that if the amount of the Pipeline PILOT to be credited in
any year exceeds the amount of the Main PILOT for that year, then the excess amount of the
credit shall be carried forward and applied against the first available amount of Main PILOT in
succeeding years. The Company's payment of the pre-construction engineering and design costs
and the Pipeline PILOT under this subsection may be paid to the City or directly to the entities
furnishing such engineering and design. right-of-way acquisition, construction services and
materials at the discretion of the Company. Satisfactory written evidence ofsuch payments shall
be promptly furnished to the City and the Issuer.

ARTICLE VII - ASSIGNMENT, LEASING AND SELLING

Section 7.1 Assignment of Rights by the Issuer. Concurrently with issuance of the Bond,
the Issuer will pursuant to the Indenture assign and pledge to the Purchaser certain of the Issuer's
rights, title and interests in and to this Lease, as security for payment of the principal of, interest
on and redemption price of the Bond. Thereafter, the Purchaser will be vested with, and
authorized to exercise, such rights of the Issuer and the Purchaser under this Lease. The
Company assents to such assignment and pledge.

Section 7.2 No Other Transfer by Issuer. Except as provided in Sections 4.6, 4.11 and
7.1 and Article X, the Issuer will not sell, assign, transfer or convey its rights, title or interests in
this Lease or the Project Property, or its obligations under this Lease.

Section 7.3 Assivnment. Lease. Mortgage and Sale by the Company.

(a) If the Company is not in default under this Lease or the Indenture, the rights
of the Company under this Lease may be assigned, and the rights of the Company in the Project
Property may be assigned, leased, subleased, mortgaged or sold (other than as provided in
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Section 4.11) as a whole or in part by the Company (each, an 'assignment transaction"). No
assignment transaction will relieve the Company from' liability for making payments of Rcnt and
for the performance of its other obligatiorns under this Lease, including but not limited to its
obligations under Sections 4.5, 4.15, 5.3(b), 6.3, 6.11 and 8.4 hereof, to the same extent as
though such transaction had not been consumnnated, unless (i) such assignment, lease, sublease,
mortgage or sale is to an affiliate (as such term is used in regulations pursuant to the Securitics
Exchange Act of 1934) of the Company, or (ii) the Issuer and the Purchaser shall consent to such
assignment transaction, which consent shall not be unreasonably denied or withheld. In
requesting the consent of the Issuer and the Purchaser under (aXii) of this Section 7.3,'the
Company shall comply with the transfer requirements of 10 C.F.R. Parts 40 and 70, as
applicable. To the extent required by the Purchaser, any assignee, lessee, sublessee or purchaser
of a material portion ofthe Company's interest in this Lease or of the Project Property will
assume in writing the obligations of the Company under this Lease with respect to the interest
assigned, leased or sold.

(b) The Company will, not more than 120 days nor less than 30 days before the
effective date of any assignment transaction, furnish or cause to be furnished to the Issuer and
the Purchaser a true and complete copy of such proposed assignment, lease, sublease, mortgage
or purchase contract, and to the extent applicable, such assumption 'On the effective date of any
such assignment transaction, the Company will, at the request of the Issuer or the Purchaser and
at the expense of the Company, deliver to the requesting Party an opinion of counsel to the
Company to the effect that such assignment, lease, sublease, mortgage or sale has been duly
authorized by the Company, does not conflict with applicable federal or State law, and does not
affect the status of the Project as a 'project" under the Act.

ARTICLE VIII- EVENTS OF DEFAULT AND REMEDIES

Section 8.1 Events of Default Defined. Each of the following events is an "Event of
Default":

'(a) failure by the Company to make any Rent payment when due, and such
failure continues for a period of five Business Days',or '7. .-

(b) any Bond Document, or any certificate or other document delivered pursuant
to any Bond Document, contains a material misrepresentation by the Company, which
misrepresentation continues to materially adversely affect the Issuer, the Purchaser or the
Depository, and the Company fails to cure the effect of such misrepresentation within thirty
Business Days after the aggrieved Party gives the Company written notice of such
misrepresentation;

(c) failure by the Company to perform any of its obligations under this Lease or
the Indenture, other than the payment of Rent, for a period of 30 Business Days after written
notice, specifying such failure and requesting that it be remedied, is given to the Company by the
Issuer or the Purchaser, or, if such failure cannot reasonably be remedied within 30 days, failure
by the Company to commence the'remedy within such period and io pursue the same diligently
to completion; or

(d) the occurrence of a "Default" as defined in the Indenture; or



ORD
BOOK 2 PAGE 633

(c) the Company files a voluntary petition in bankruptcy or is adjudicated
insolvent or bankrupt, or files any petition or answer seeking or acquiescing in any
reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief
for itself under any present or future federal, state or other statute, law or regulation relating to
bankruptcy, insolvency or other relief for debtors; or seeks or consents to or acquiesces in the
appointment of any trustee, receiver or liquidator of the Company or of all or any part of the
Project Property, or of any or all ofthe royalties, revenues, rents, issues or profits thereof, or
makes any general assignment for the benefit of creditors, or admits in writing its inability to pay
its debts generally as they become due; or

(f) a court of competent jurisdiction enters an order, judgment or decree
approving a petition filed against the Company seeking any reorganization, dissolution or similar
relief under any present or future federal, state or other statute, law or regulation relating to
bankruptcy, insolvency or other relief for debtors, and such order, judgment or decree remains
unvacated and unstayed for an aggregate of 60 days (whether or not consecutive) from the first
date of entry thereof; or any trustee, receiver or liquidator of the Company or any guarantor of
any obligations under the Bond or ofall or any part ofthe Project Property, or ofany or all ofthe
royalties, revenues, rents, issues or profits thereof, is appointed without the consent or
acquiescence of the Company or such guarantor, as applicable, and such appointment remains
unvacated and unstayed for an aggregate of 60 days (whether or not consecutive); or

(g) a writ ofexecution or attachment or any similar process is issued or levied
against all or any part of or interest in the Project Property, or any judgment involving monetary
damages is entered against the Company or the Issuer that becomes a lien on the Project Property
or any portion thereofor interest therein and such execution, attachment or similar proccss or
judgment is not released, bonded, satisfied, vacated or stayed within 60 days after its entry or
levy; or

(h) any suit or proceeding is filed against the Company that, if adversely
determined, would substantially impair the ability of the Company to perform any of its
obligations contained in the Bond Documents or the Bond, and counsel for the Company or
independent counsel retained by the Purchaser has formed a professional conclusion that an
adverse outcome is probable, as that termn is defined in the American Bar Association's Statement
of Policy Regarding Lawyers' Responses to Auditors' Requests for Information.

Section 8.2 Remedies on Default.

(a) If an Event of Default occurs and is continuing, the Purchaser, as the assignee
of the Issuer under the Indenture, and on behalf of the Issuer, may, but is not required to, take
any one or more ofthe following remedial steps:

(i) by written notice to the Company declare all such amounts of Rent
payable for the remainder of the Term as are required to provide for the Payment ofthe Bond,
whereupon the same will be immediately due and payable;

.
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(ii) take whatever action at law or in equity may appear necessary or
desirable to collect the Rent then due and thereafter to become due or to enforce the performance
and observance of any obligation of the Company under this Leas or the Indenture; or

(iii) exercise any remedies provided for in the Indenture.

(b) In the exercise ofany remedies provided in this Section 8.2, the Purchaser
shall not take any action at law or in equity that could result in the Purchaser obtaining
possession of the Project Property or operating the Project as a business or otherwise.

(c) In the enforcement of the remedies provided in this Section, the Purchaser, as
the assignee of the Issuer and on behalf of the Issuer, will treat all expenses of enforcement,
including, without limitation, legal, accounting and advertising fees, as Additional Payments
then due and owing. In the exercise ofany of the remedies in Section 8.2(aXi) through (iii)
above, the Purchaser, as the assignee of the Issuer, has the sole responsibility for the exercise of
such remedies if an Event of Default occurs and is continuing, and except for the exercise of
Issuer's remedies under Sections 8.3 and 8.4 below, the Issuer shall not exercise any remedies
provided under this Lease unless specifically authorized in writing by the Purchaser.

Section 8.3 Issuer's Rcerdies. Subject to Section 4.2(c) hereof, the Issuer may take
whatever action at law or in equity may appear necessary or desirable to enforce the performance
and observance of any Unassigned Rights Obligation under this Lease, including, without
limitation, the Reconveyance Remedy provided in Section 8.4 of this Lease.

Section 8.4 Reconveyance Remedy. Subject to Section 4.2(c) hereof, if the Company (i)
fails to complete the Project as provided in Section 4.1 of this Lease, (ii) makes changes to the
Project or operates the Project in such a manner that would result in the Project no longer
qualifying as a "project* within the meaning of the Act, (iii) ceases to operate the Project, or
(iv) fails to perform any Unassigned Rights Obligation under this Lease, and any of such
circumstances continues for 60 days after notice by the Issuer to the Company, then the Issuer
shall have the right to immediately convey the Project Property to the Company and take all

-'steps necessary to have the Project Property immediately assessed for property tax purposes in
the name of the Company from and after 60 days after such notice is given. The provisions of
Article X shall govern the manner and form of any such conveyance from the Issuer to the
Company.

Section 8.5 Agreement to Pay Attorneys' Fees and Exaoses. If an Event of Default or
an event or condition which, with notice or the lapse of time or both would constitute an Event of
Default, has occurred, and the Issuer or the Purchaser employ attorneys or incur other expenses
for collection of Rent or the enforcement of performance or observance of any obligation or
agreement on the part of the Company contained herein, the Company agrees that it will on
demand therefor pay to the Issuer, or the Purchaser, as the case may be, the reasonable fees of
such attorneys and such other expenses so incurred by the Issuer or the Purchaser.

Section 8.6 No Additional Waiver Implied by One Waiver. In the event any agreement
contained in this Lease should be breached by either party and thereafter waived by the other
party, such waiver will be limited to the particular breach so waived and will not be deemed to
waive any other breach hereunder. In view of the assignment of certain of the Issuer's rights in
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and under this Lease to the Purchaser pursuant to the Indenture, the Issuer will have no power to
waive any Event of Default hereunder without the consent of the Purchaser. Notwithstanding the
foregoing, a waiver of a Default under the Indenture or a rescission of a declaration of J
acceleration of the Bond and a rescission and annulment of its consequences will constitute a
waiver of the corresponding Event of Default under this Lease and a rescission and annulment of
its consequences, provided that no such waiver or rescission will extend to or affect any
subsequent or other default hereunder or impair any right resulting therefrom.

Section 8.7 Survival of Obligations. Except as otherwise provided in Subsection 7.3(a)
hereof, the Company's obligations hereunder, including, without limitation, its obligations to
make payments, will survive any sale of all or any portion of the Project Property or exercise of
any other remedy in accordance with this Article and the Company will continue to pay the
payments and perform all other obligations provided herein to the extent necessary to fulfill its
obligation hereunder.

ARTICLE IX - PREPAYMENTS

Section 9.1 Erepayments The Company may at any time (including after the occurrence
and during the continuance of an Event of Defauh) and for any reason cause all or any portion of
the outstanding amount of the Bond to be redeemed in accordance with the provisions of the
Indenture, which redemption may occur on the same day the Purchaser advances proceeds of the
Bond to the Company pursuant to Section 404 of the Indenture. The Company shall send notice
of such redemption to the Issuer, the Depository and the Purchaser not less than one (1) Business
Day prior to the redemption date. Such notice will specify the redemption date and the principal
amount of the Bond redeemed. On the redemption date the Company will prepay that portion of
the Rent equal to such principal amount plus accrued interest, if any, on such principal amount to
the redemption date by payment of such amounts to the Purchaser, provided that in the event ora
redemption of all the outstanding amount of the Bond, the Company shall pay, in addition on the
redemption date, all Additional Payments payable to the Issuer or the Depository, as the case
may be.

ARTICLE X - EXERCISE OF OPTION AND PURCHASE OF PROJECT PROPERTY

Section 10.1 PurchaseofProiect Propery. Tbe Company will purchase, and the Issuer
will sell, the interests of the Issuer in the Project Property for S 1.00 and any unpaid Additional
Payments at the expiration or sooner termination ofthis Lease (provided that the Rent and all
other amounts due hereunder have been fully paid) and following Payment of the Bond and
release of the Indenture pursuant to its provisions. The Company will give notice to the Issuer
specifying the date of closing of such purchase, which will be not less than 15 days nor more
than 90 days from the date of such notice. At the closing ofsuch purchase, upon payment of the
amount due by the Company, the Issuer will, at the expense of the Company, convey the Project
Property to the Company subject to the provisions of Section 10.2.

Section 10.2 Conveyance. At the closing of a purchase pursuant to this Article X, the
Issuer will, upon receipt of the purchase price and at the sole expense of the Company, deliver to
the Company documents, including, but not limited to a quitclaimn deed or other transfer or
conveyance documents, conveying to the Company the Issuer's interest in the Project Property
being purchased, as such Project Property then exists subject only to: (i) those liens and
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encumbrances (ifany) to which title to or interest in, the Project Property was subject when
conveyed to the Issuer, (iij dowse liens and encumbrances created by the Company or any party
other than the Issuer or to the creation or suffering of which the Company consented; (iii) those
liens and encumbrances resulting fromi thi failure of the Company to perform any of its
obligations under this Lease; (iv) Permitted Liens other than the Indenture and this Lease; and
(v) any other lien arising as a matter of law. The Company may purchase the Project Property
and exercise its other rights under this Article X whether or not an Event of Default has occurred
and is continuing.

ARTICLE Xi - MISCELLANEOUS

Section 11.1 ,R die Except as otherwise provided in Section 14 of the Bond
Purchase Agreement, Section 11.3 of this Lease and Section 1112 of the Indenture, no right or
remedy conferred on any Party in any of the Bond Documents is intended to be exclusive of any
other right or remedy. Each such right or remedy is in addition to every other right or remedy
provided in any of the Bond Documents or by law; No delay or omission of any Party to
exercise any such right or remedy will impair any such right or remedy or be construed to be a
waiver. Every such right or remedy rnay be exercised from time to tine and as often as the
relevant Party may deem expedient. No waiver by any Party of any right or remedy with respect
to any Default or Event of Default will extend to or affect any other existing or subsequent
Default or Event of Default. In order for any Party to exercise any remedy reserved to it in the
Bond Documents, such Party shall not be required to give any notice other than such notice as
may be expressly required in the Bond Documents.

Section 11.2 Amindrents. This Lease may be'amended by one or rnore instruments
signed by the Issuer and the Company, and consented to by the Purchaser. The Issuer shall
amnend this Lease as requested by the Company or a lender or other entity providing all or any
part of the Project Financing, provided any such amendment is not inconsistent with the Bond
Ordinance. ' '

Section 11.3 Limitation of Issuer's Liability.

(a) No agreements or provisions contained herein nor any agreement, covenant or
undertaking by the Issuer contained in any document executed by the Issuer in connection with
any property of the Company financed, directly or indirectly, out of the Bond proceeds or the
issuance, sale and delivery of the Bond will give rise to any pecuniary liability of the Issuer, its
officers or members' of its governing body, or constitute a charge against the Issuer's general

v credit, or will obligate the Issuer financially in anyway, except with respect to the funds or
property available under the Lease or under the Indenture and pledged to the payment of the
Bond and their application as provided under the Indenture. No failure of the Issuer to comply
with any terms, covenants or agreements herein or in any document executed by the Issuer in
connection with the Bond will subject the Issuer to any pecuniary charge or liability except to the
extent that the same can be paid or recovered from the funds available hereunder or under the
Indenture and pledged to the payment of the Bond and their application as provided under the
Indenture. The Issuer shall not be required to expend or risk its own funds or to otherwise incur
financial liability in the performance of any of its duties or in the exercise ofany of its rights or
powers hereunder unless it will first have been adequately indemnified to its satisfaction against
the cost, expense or liability which might be incurred thereby. Nothing herein will preclude a
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proper party in interest from seeking and obtaining, to the extent permitted by law, specific
performance against the Issuer for any failure to comply with any term, condition, covenant or
agreement herein or in the Indenture; provided that no costs, expenses or other monetary relief
will be recoverable from the Issuer except as may be payable from the funds available hereunder
or under the Indenture and pledged to the payment of the Bond.

(b) No covenant, obligation or agreement in this Lease shall be deemed to be a
covenant, obligation or agreement of any present or future member, officer, agent or employee of
the Issuer or the governing body of the Issuer in other than his official capacity, and neither the
members of that governing body nor any official executing the Bond shall be liable personally on
the Bond or be subject to any personal liability or accountability by reason of the issuance
thereof or by reason of the covenants, obligations or agreements of the Issuer contained in this
Lease or in the Indenture.

Section 11.4 No Violation of Public Policies Regarding lndemnity. Notwithstanding any
other term or condition of this Lease, to the extent, if at all, that Section 56-7-1 NMSA 1978, as
amended, is applicable to any agreement to indemnify, hold harmless, insure, or defend another
party contained herein or in any related documents, such agreement will not extend to liability,
claims, damages, losses or expenses, including attorneys' fees, arising out of bodily injury to
persons or damage to property caused by or resulting fromn, in whole or in part, the negligent act
or ornission of any indemnitee, its officers, employees or agents.

Section 11.5 Rel The Issuer will not be liable to the Company, and the Company
releases and discharges the Issuer from any liability for any and all losses, costs, expenses
(including attorneys' fees), damages, judgments, claims and causes of action, paid, incurred or
sustained by the Company as a result of or relating to any action, or failure or refusal to act, on
the part of the Depository or the Purchaser with respect to the Bond, the Indenture, this Lease, or
the documents and transactions related hereto or thereto or contemplated hereby or thereby,
including, without limitation, the exercise by the Depository, Purchaser or any third party of any
of its rights or remedies pursuant to any of such documents.

Section 11.6 Binding Effect. This Lease shall inure to the benefit of and shall be binding
upon the Issuer, the Company, and their respective successors and assigns.

Section 11.7 Sevrability. In the event any provisions of this Lease shall be held invalid
or unenforceable by any court of competent jurisdiction, such holding shall not invalidate or
render unenforceable any other provision hereof, provided, however, that if enforcement of this
Lease absent such invalid or unenforceable provisions would destroy an essential purpose of the
issuance of the Bond, then this Lease shall be deemed modified to the extent necessary to make it
valid or enforceable consistent with the true intent hereof

Section 11.8 Recording his Lease, the Indenture and every assignment and
modification hereof, or an appropriate and sufficient memorandum thereof, shall be recorded in
the office of the County Clerk of Lea County, New Mexico. This Lease as originally executed or
an appropriate and sufficient memorandum thereof shall be so recorded before the recordation of
the Indenture.
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Section 11.9 So Waiver. No waiver of any breach of any covenant or agreement
contained herein shall operate as a waiver of any subsequent breach of the same covenant or
agreement, and in case of a breach by either party of any covenant, agreement or undertaking,
the non-defaulting party may nevertheless accept from the other any payment or payments or
performance hereunder without in any way waiving its right to exercise any of its rights and
remedies provided for herein or otherwise with respect to any such default or defaults which
were in existence at the time such payment or payments or performance were accepted by it.

Section 11.10 Non-Merger. The provisions of this Lease shall survive the conveyance or
transfer of the Project Property to the Issuer, the reconveyance or transfer of the Project Property
to the Company and any other performance hereunder, and shall not be deemed merged in any
deed or other instrument or document delivered hereunder.

Section 11.11 Execution in Counterparts. This Lease may be executed in multiple
counterparts, all of which taken together will constitute one instrument. Any Party may execute
any of the Bond Documents by executing any counterpart of such Bond Document.

Section 11.12 Notices. All notices required under this Lease shall be deemed to be
properly sent if in writing, signed by the Party or agent sending them, and (i) delivered
personally, (ii) sent by registered or certified mail, (iii) sent by a recognized overnight express
mail carrier, or (iv) sent by facsimile, if a copy is sent by one of methods (i), (ii) or (iii) as soon
as practicable thereafter, addressed to the Issuer, the Company, the Purchaser or the Depository,
as the case may be, at the following addresses, and such notices shall be effective on the date of
receipt thereof:

If to the Issuer.

with a copy to:

If to the Company:

Lea County ; ;
Lea County Courthouse
100 North Main Street;
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 39648601;
Fax: (505) 396-2C93

Modrall, Sperling, Roehi, Harris & Sisk, P.A.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brownbind Peter Franklin

Louisiana Energy Services, L.P.
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036
Attention: E. James Ferland, President
Phone: (202) 659-4344
Fax: (202)659-0791
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with a copy to:

If to the Purchaser:

If to the Depository:

Rodey Law Firm
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (S0S) 766-7556
Fax: (505)768-7395

NEF Series 2004, LLC
1133 Connecticut Avenue NW, Suite 200
Washington, D.C. 20036
Attention: E. James Ferland, Managing Member
Phone: (202) 659-4344
Fax: (202) 659-0791

Bank of Albuquerque, N.A.
20I Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 11.13 rtbi: Hleadings The titl and headings of the articles, sections and
subdivisions ofthis Lease have been used for convenience only and will not modify or restrict
any of the terms or provisions of this Lease.

Section 11.14 Applicable Law. The validity, construction and effect of this Lease will
be governed by the law of the State of New Mexico applicable to agreements made and to be
performed in the State of New Mexico, without regard or effect given to conflict of law
principles or rules that would require the application of the laws of any other jurisdiction.

Section 11.15 Subordinatiorn The Issuer agrees to subordinate its title and interest in and
to the Project Property and its rights as lessor under this Lease, to any lender or other person or
entity providing all or any part of the Project Financing and to enter into agreements as the
Company may reasonably require to evidence such subordination. The Bond Ordinance
authorizes the Chairman and Vice Chairman of the Board of Commissiohers to execute and
deliver any agreements or other documents providing for such subordination.
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IN WITNESS WHEREOF, the Issuer and the Company have executed this Lease the date
set forth above.

ISSUER:

LEA COUNTY, NEW MEXICO

By:

Name: Harry Teague
Its: Chairnan of the Board ofConunissioners

COMPANY:

LOUISIANA ENERGY SERVICES, LP.

By:

Name: E. James Ferland

Its: President
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State of New Mexico )
) ss.

County of Lea )

This instrument was acknowledged before me on ,2004, by
Harry Teague, as Chairman of the Board of Commissioners of Lea County, New Mexico, a
governmental subdivision of the State of New Mexico.

Notary Public

My commission expires:

State of )
)ss.

County of )

This instrument was acknowledged before me on _ , 2004,

by E. James Ferland, as Presidcnt of Louisiana Energy Services, L.P., a Delaware limited
partnership.

Notary Public

My commission expires:
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EXHIBIT A: DESCRIPTION OF PROJECT SITE

The Project Site consists of the following:

A parcel of land within Section 32, Township 21 South Range 38 East, New Mexico Principal
Meridian, Lea County, New Mexico.

BEGINNING at the one-quarter comer between Sections 31 and 32, (a found GLO brass cap on
a 2-inch iron pipe);

THENCE N00038'22"W along the section line between Sections 31 and 32 a distance of
2638.37 feet to the corner ofSections 29, 32, 31 and 30. (a found GLO brass cap on a 2-inch iron
pipe);

THENCE N89018'08"E along the section line between sections 29 and 32 a distance of 2640.69
feet to a set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH PLS 13239";

THIENCE N 89*18'08"E along the section line between sections 29 and 32 a distance of 2640.69
feet to the comer ofSections 28, 33, 32 and 29, (a found GLO brass cap on a 2-inch iron pipe);

THENCE S0039'20"E along the section line between Sections 32 and 33 a distance of 2640.49
reet to the one-quarter comer between Sections 32 and 33, (a found GLO brass cap on a I -inch
iron pipe);

THENCE S4O I56"E along the section line between Sections 32 and 33 a distance of 2324.52
feet to a found railroad iron marking the right-of-way for New Mexico State Highway No. 234;
from whence the comer of Sections 33 and 32 of Township 21 South, Range 38 East, and
Sections 4 and 5 of Township 22 South, Range 38 East (a found 1/2-inch rebar) bears
S0041 '56"E a distance of340.08 feet;

Ti IENCE N80°10'49"W along the observed northerly right-of-way line of New Mexico State
Highway No.234 a distance of5377.12 feet to a point of intersection with the section line
between Sections 31 and 32 (set 518-inch rebar with a 2-inch aluminum cap marked "MUTH
PLS 13239"); from whence the comer ofSections 31 and 32 ofTownship 21 South, Range 38
East, and Sections 6 and S ofTownship 22 South Range 38 East (a found GLO brass cap on a
2-inch iron pipe) bears S0035'16"E a distance of 1321.66 feet;

THENCE N00 035'16"W along the section line between Sections 31 and 32 a distance of
1345.14 to the POINT OF BEGINNING

Said parcel CONTAINS 542.80 ACRES more or less
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EXHIBIT B: PERMITTED LIENS

1. Taxes for the year 2003, and thereafter, and all assessments applicable to the Project
Property.

2. All interests or matters orrecord applicable to the Project Site (including any conditions.
casements, rights-of-ways, licenses, covenants, restrictions, indentures, patents,
reservations, and any and all other interests or matters of record), including those shown
on any recorded plats, and including the following:

linsertit

3. Any matters applicable to the Project Site pertaining to or arising out of circumstances
existing on or before the date of this Lease, and including:

i. Rights or claims of parties in possession not shown by the public records, and
easements or claims of easements. not shown by the public record.

ii. Encroachments, roadways, overlays, conflicts In boundary lines, shortages in area,
or other matter which would be disclosed by an accurate survey and inspection of
the Project Site.

iii. Unpatented mining claims; reservations or exceptions in patents or in acts
authorizing the issuance thereof, water rights claims or title to water.

iv. Taxes or assessments which are not shown as existing liens by the public records,
or any assessments against the Project Site.

v. Any easement rights as a result of any roadways or rights-of-way affecting the
Project Site.
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EXHIBIT I

AFFIDAVIT OF PUBLICATION OF NOTICE OF
ADOPTION OF ORDINANCE FROM
THE LOVINGTON DAILY LEADER
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Industrial Revenue Bond Sections 4 through 6
Act (the ,Acr) -lo. issue, authorize the Issuance of

. .r.vXnue pnd gto Br ha princpall
Affidavit of Publication t. industw 4 lo exrecd~opmnt rojcbjcatd.,.WA,0.O0.000; approve

within th County and not . the form and lerms of the
whnhthe bomndarles of .Bond; provide that the

STATE OF NEW MEXICO ) any ,hot munici . Bond shai nature on the
panty h i Cou tyhat'.< anniversary of the

) SS. , Looisria Entrgy.bsuance da the Bond
LEGALNOTICEI I'tServicea; L. "(thea i2C34 ad Shal bear

K> COUNTY OF LEA ) LEA COUNTY. 'Company) has delivered. Interest as provided In the
NEW MEXICO a proposal (the Indenture; provide that

Notice of Adoption of Proposar) that the other details of the Bond
Joyce Clemens being first duly sworn on oath deposes and Ordinance County Issue Its Industrial shal be provided in theRevenue Bond (National Indenture; approve the
says that she is Advertisting Director of THE LOVINGTON Notice is hereby given of Enrichment Facility sale of the Bond on thethe title and a general Project) Series 2004. in an terms set forth In the Bond
DAILY LEADER, a daily newspaper of general paid circula-summary of the subject amount not to exceed Purchase Agreement and

matter contained In S1,800.000,000 (the make certain findings and
tion published in the English language at Lovington, Lea Ordinance No. 58. dufy Bond), to finance the determinations pursuant
County, New Mexico; that said newspaper has been so pub- adopted and approved by acquIsition, construction to the Act, including thethe Board of and Installation by. the maximum annual
lished in such County continuously and uninterruptedly for a Commissioners of Lea County of certain property amounts necessary for

County, New Mexico on (the Project Propetn to debt service on the Bond.
period In excess of Twenty-six (26) consecutive weeks next December 16, 2003 (the be located on 'the north that the Company shall

pOrdinance". relating to side of State Highway maintain the Project
prlOrtotherst pubicationOtthe notice hereto8ttached asthe authorization and 176. on a portion of Property and carry all
hereinafter shown; and that said newspaper is In all things ssuance Of the County's Section 32. Township 21 property Insurance (or

Iurl Revenue Bond South. Range 38 East self-insure). that the
duly qualified to publish legal notices within the meaning of (National Enrichment N.M.P.M.. approximately rentals under the Lease

Facility' Project) Series 2A mis east of the nter- shall be suflicbent to pay
Chapter 167 of the 1937 Session Laws of the State of New 2004  (the 'Bond). section of State Highway alt debt service on the
Mexico. Complete copies of the 176 and State Highway Bond. and that no reserve

Ordinance are avalable 234 wiWt n the jurisdiction- fund wil be necessary to
for pubic Inspection dur-, al knits of the County, that retire the Bond or to mana-

That the notice which Is hereto attached, entitled kg normal and regular wilt enrich uranium to be tain the Project Property.
busness hours of the used lo generate olectrc- .-- :

Notice Of Adoption Of Ordinance County Clerk at Lea ty, as a service to the Sections 7 through 9
County Courthouse, 100 nuclear power plant Indus- approve the forms of the
North ' Main Streetby. tY that the Project Bond Documents; autho-was published In a regular and entire Issue of THE LOV-L~ovington., ,New Mexico Property would be leased rize and direct County offi-
88260. : * and sold to the Company dals lo execute and deliv-

INGON AIL LEDERandnotIn ny uppemet tere"""under a certain Leam and er the Bond Documents;ITNGTON DAILY LEADER and not in any supplement there- Itite of the Ordinance Purchase Agreement authorize County officials
(s1) day bSUeo ORDINANCE between the County and to execute and deliver

of, for_ one (1 a einn ihteIseof A ODNAC the Company (the other documents and to
AUTHORIZING THE Leasel); that the Bond take such other actions as

December 17 , 2003 and ending wIth the issuelSSUANCE AND SALE would be Issued pursuant are reasonably necessary'
BY LEA COUNTY NEW to the provisions of an to * effectuate the

Of December 17 200 MEXICO OF ITS INDUS- Indenture among the Ordinance; provide that
- 03 TRIAL REVENUE BOND County, the bond purchas- the Bond shalt be a spe-

(NATIONAL ENRICH- er(the Purchaser), anda ctal lnmited obligation of
MENT FACILITY PRO- trust'. deposltory (the . the County. payable solely

And that the cost of publishing said notice Is the sum of JECT) SERIES 2004 IN A Indenture); that the Bond as provided in the
$125.61whc su ha ben(id PRINCIPAL - AMOUNT would'-.'be sold to- the Indenture ; state that the

$ which sum has been (Pad) as NOT TO EXCEED Purchaser pursuant to a Bond shant never consti-
Court Costs. S1.800,000,000 TO PRO- Bond Purchase tule a debt or indebted-

U VIDE FUNDS .TO Agreement (the "Bond ness of the County wVthin
FINANCE THE ACOUISI- Purchase Agreement. the meaning of any provl-

- / . TION, CONSTRUCTION and together with the. sion or limitation of the
f e Co AND INSTALLATION 'OF Bond. the Lease and the New Mexico constitution;

AN INDUSTRIAL DEVEL- Indenture, the "Bond and provide that the Bond
crb and sworn to before me this 18th day of OPMENT PROJECT. DOcuments) between the shaft never give rise to a

AUTHORIZING THE. County, the Company and 'pecuniary liability of the
December 2003. EXECUTIONANDDEUV- the Purchaser. that the County or a charge

I ERY OF A LEASE AND Board of Commissioners against the County's gen-
PURCHASE AGREE- of the County .(Board) eral credit or taxing power.
MENT AN INDENTURE, has concluded that the
A BOND PURCHASE benefits to the County of Sections 10 through 14

Debbie Schilling C, AGREEMENT, THE Issuing the Bond are sub- approve the provisions of
BOND AND OTHER stantlal and that I the * the Lease requiring pay-

Notary Public, Lea County, New Mexico DOCUMENTS IN CON- issuance of the Bond wil rnents In leu of taxes; pro-
NECTION' WITH 'THE constitute a valid public. vide that the OrdinanceMy Commission Expires June 22, 2006 ISSUANCE OF THE purpose under the Act; shall be Irrepealable while
BOND AND THE'PRO- and that notice of the the Bond Is outstanding:
JECT MAKING CERTAIN Boards intention to con-' provide severabilIty and
FINDINGS AND DETER- sider. adoption of the repealer provisions, direct
MINATIONS RELATING Ordinance was published,. the authentication and
TO THE BOND AND THE in conformance with legal 'recording . of the
PROJECT. RATIFYING * requirnments. ' Ordinance; and provide
CERTAIN ACTIONS ! I* ' for the publication of
TAKEN PREVIOUSLY; Sections 1 through 3 ratify notice of the adoption of
AND REPEAUNG ALL previous action taken In the Ordinance.
ACTIONS! I INCONSIS- connection I with, the .*
TENT W "THlilSIORDl-. Issuance .of the Bond. This notice constitutes
NANCE. : . approve the; Proposal; compliance' 'wlth the

.I auhorz the acquisition, PublicI .- Securities
The flowing Is a general lease and sale o the ,O.Litation of Action Act.
sNmary of the subject' Project Property, and pro- ;Sections 6-14-4 to 6-14-7
matter'contanedkih the vide ',that the Project NMSA 1978.
Ordinanee... Property shell be bxcted -

within. the County and not 4; Pubished inhe Lovngtori
The rcitals slate that Lea wIthin tlie boundaries of -; Dally Leader December
County, N Mexio p(heany hcoro 1n7icl * 212003. rt

Is ruthorized peJdt Vf li;.,I* I .t I, .'';pnaer. 4j-ur y..II
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AFFIDAVIT OF PUBLICATION OF NOTICE OF
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AFFIDAVIT OF PUBLICATION

State of New Mexico,
County of Lea.

IKATHIBEARDEN

Publisher

of the Hobbs Ncws-Sun, a
newspaper published at
Hohhs. New Mexico, do solemnly
swcar that the clipping attached
hereto was published once a
week in the regular and entire
issue of said paper, and not a
supplement thereof for a period.

of I

LEGAL NOTICE
December 17, 2003

LEA COUNTY. NEW MEXICO

Notice of Adoption of Ordinance

Notice Is hereby gven of theitte d a genral * ummary of the subject matter con-
tamed in Ordinance No. 6. duly adopted and approved by the Board of Commissioner
of Los County. New Mexlou on December le. 2003 tw 'Ordinance). relating to the mu-
tjrtzation and Issuance of the Countys Industrial Revenue Bond (National Enrichment
Fjoitly Projedt Seis 2004 (Vte Bond Complete copies of the Ordinance are evayi-
ble for public Inspection duSing normal nd regular burss hous of the County Clerk at

Lis County Courlthuse, 1t0 North Main Sit.t. Lovin New Mexico M260.

The ift of gm Ordinance is:

AN ORDINANCE AUTHORIZING THE ISSUANCE AND SALE BY LEA COUNTY. NEW
MEXICO OF ITS INDUSTRIAL REVENUE BOND (NATIONAL ENRICHMENT FACILITY
PROJECT) SERIES 2004 IN A PRINCIPAL AMOUNT NOT TO EXCEED SI.80.000.000
TO PROVIDE FUNDS TO FINANCE THE ACOUISITION. CONSTRUCTION AND IN-
STALLATION OF AN INDUSTRIAL DEVELOPMENT PROJECT; AUTHORIZING THE
EXECUTION AND DELIVERY OF A LEASE AND PURCHASE AGREEMENT. AN IN.
DENTURE. A BOND PURCHASE AGREEMENT. THE BONO AND OTHER DOCU-
MENTS IN CONNECTION WITH THE ISSUANCE OF THE BOND AND THE PROJECT:
MAKING CERTAIN FINDINGS AND DETERMINATIONS RELATING TO THE BOND
AND THE PROJECT; RATIFYING CERTAIN ACTIONS TAKEN PREVIOUSLY; AND RE-
PEALING ALL ACTIONS INCONSISTENT WITH THIS ORDINANCE.

weeks.
Beginning with the issue dated

December 17 2003

and ending with the issue dated

December 17 2003

Publisher
Sworn and subscribed to before

me this 17th day of

December 2003

olary"Public.

M-ly Commission expires
November 27,2004
(Sea!)

This newspaper is duly qualified
to publish legal notices or adver-
tisements within the meaning of
Section 3. Chapter 167, Laws of
1937. and payment of fees for
said publication has been made.

The tlowing Is a generl starxnary of the utrect matter rontaned In the Ordinance.

1he rdct erate ViaW Lee County. New Mexico (the Coun) Is eutorixzed undr the
County in Revenue Bond Ad (the Acrt to Issue Industrial revenue bonds b oc-
quire Indultrial development procts iocted within the County and not within the boun-
darbes of ay hicorporated municipality In the County; that Ltouisana Energy Services.
LP. (the *Company has delivered a proposal (the 'ProposerJ that the County Issue ta
Industrial Revenue Bond (National Enrichment Focilfly Project) Series 2004. In an
amount b~ to exceed SIAt0.000000 (t Bond). to firnaee the acquisition. cwntnxc
Oio and Intalation by the County of certain property (the Prect Property l be locat-
ed on the north side ot Stale Hthway 176. on a portion ot Section 32. Township 21
South. Range 3t East. N.M.P.M.i approximately 2.4 miles east of the intersection of
Slate Highway 17it and State Highway 234 within the jurisdictinal fimits ol the County,
that wIlN enrich uranium to be used to generate electricity, as a service to the nuclear
p6wer plant Induttry; that the Project Property would be leased and aold to the Company
under a crin Le nd Purchase Agreemeri been the County and the Company
(It~e'Leasel) that the Bond would be ssued pursuant to lhe provisions oi an Indenture
among the County. the bond purchaser (ie 'Puraser, and a trust depository (the khr-
denturel; that the Bond would be sold to the Purchaser pursuant to a Bond Purchase
Agreement (Vie 'Bond Purchase Agreeern. artd together with the Bord. the Lease and
the Indenture. toe 'ond Docuients) between the Coany ti e CoWpany and the Pur-
chaser; thaW the Bow of Comissloners of the Cronty rBoard' has crrcluded that the
benefits lo the County of Issuing the Bond are substantial and that the Issuance of the
Bond wit conatut a valid publIc purpoee under the Act- and that notice of the Boardof
intention b conslder adoption of the Ordinance was published In conrlorance with legal

Sections 1 Phough 3 ratlly previous action taken in coraection with the Issuance of ie
Bond; approve th proposal; authorize th acquiition, lease and sle of the Project
Propr and prnv at theProject Property shaM be locaed within he County and not
wlhin the boundates of any crported municipality of Ve County.

Sections 4 tIrough 6 authorize th Issuance of the Bond I a principal amount not to
exceed $t.800000l000; approve the tom and ten of v Bond; provide that the Bond
Vi mature on the anIlversary of the Issuance date of the Bond In 2034 and shli bear
Iterest as provided In the xIdenire; provide tht other details of the Bond shali be pro-
vided in to Indentre; appove the sale of the Bond on the terms set lorth in the Bond
Purchase Agreement; nd make certain findings and determinations pursuant lo the Act
Icldg Om maxImut annual hnounts necessary br debt service on the Bond. thst the
Coavny shl maintaint the ProJect Propery and cary alt property Isrnce (or self-in-
raure) tht Ve rnhtals unier the Leoa ali be sufficient to pay al debt service on the
Bond. and that no reserve fund wil be necessary to retire the Bond or to maintain the
Proct Property.

Seons 7 through 9 approve the Sbnm of the Bond Documents; authorize and direct
County ofdicls Is exeitie and delver the Bond Documents; authorize County ofcitels lo
execute and deliver other document and ls take such other actions as are reasonably
necessary to eftectuate the Ordirnnce; provide that the Bond shall be a apecial imited
oblgation of ie County. payatie solely as provided in the Indenture state VIa the Bond
Sibte never constitute a debt or Indebtedness of the County within the meaning of any
provision or limitation of thie New Mexicco onstitution; and provide that the Bond shag
never ge sab-fea peowly NaiVity of Vhe County or a charge against tVe Countys gen-.
oral credit or laig power>

Sections tO through 14 approve Vi prsIeone of the Lese requirtng payments lieu
of taxes; provide Ma VIe Ordinance shld be IrehesLatle utile tie Bond is outstanding
provide aeverabulity and repealer provisions; direct the authentication and recorditg of
the OrdinJeh a ttnd provide tot the publication dc ot the adoption df the Ordinance.

This notc corat>ln cormaplnce with the Public Securities Limitation of Action Act
Sectons 614-4to-4-7 NMSA 1978. . ,

#2019- - ,; ..49100574000 02568030

Rodey, Dickason, Sloan, Akin &
201 Third St. NW, Suite 2200
ALBUQUERQUE, NM 87102.
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5. Agreement Regarding Land Use Restriction or Condition dated August 22, 2003,
between the New Mexico Commissioner of Public Lands and the Company ("LURC")

6. Assignment of Rights under the Easement from the Company to the Issuer
("Assignment") together with e-mail from the Commissioner of Public Lands
determining the Assignment to be unobjectionable

7. Bill of Sale from the Company to the Issuer

8. Specimen Bond No. R-1

9. Issuer Certificate
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to the City of Hobbs
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Exhibit H: Bond Ordinance No. 58 recorded in the office of the Lea County
Clerk on December 16, 2003 in Ordinance Book 2, at Pages 548-
643

Exhibit I: Affidavit of Publication of Notice of Adoption of Bond Ordinance
published in The Lovington Daily Leader on December 17,2003

Exhibit J: Affidavit of Publication of Notice of Adoption of Bond Ordinance
published in the Hobbs News-Sun on December 17, 2003
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10. Company Certificate
Exhibit A: Amended and Restated Certificate of Limited Partnership filed

with the Delaware Secretary of State
Exhibit B: Certificate of Good Standing and Legal Existence issued by the

Delaware Secretary of State
Exhibit C: Statement of Registration as a Foreign Limited Partnership filed

with the New Mexico Secretary of State
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Exhibit F: Authorizing Resolutions
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Certificate of Good Standing and Legal Existence issued by the
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Application for Registration filed with the New Mexico Public
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Exhibit E: Operating Agreement
Exhibit F: Authorizing Resolutions

12. Depository Certificate

13. Depository Fee Agreement

14. Closing Memorandum

15. Opinion of Bond Counsel

16. Opinion of Counsel to the Company and the Purchaser
Schedule I

17. Opinion of Counsel to the Issuer

18. Disclosure Letter dated January 22, 2004 from the Company to the Issuer and Purchaser

19. Escrow Instruction Letter

20. Title Insurance Policy

21. Pages of Documents Showing Recording Information

(a) Recordation of Easement in the real estate records of Lea County on January
22, 2004 in Book 1279, at Pages 338-405, as Document No. 50770.

(b) Recordation of LURC in the State Land Office on January 20, 2004, as LURC
#3 and in the real estate records of Lea County on January 22, 2004 in Book
1279, at Pages 406-412, as Document No. 50771.

(c) Recordation of Assignment in the Miscellaneous Instruments in the State
Land Office on January 23, 2004, as Misc. Inst. 1125.

(d) Recordation of Assignment in the real estate records of Lea County on
January 22, 2004 in Book 1279, at Pages 413-419, as Document No. 50772.

(e) Recordation of Lease and Purchase Agreement in the real estate records of
Lea County on January 22, 2004, in Book 1279, at Pages 420-457, as
Document No. 50773.

(f) Recordation of Indenture in the real estate records of Lea County on January
22, 2004, in Book 1279, at Pages 458-485, as Document No. 50774.
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$1,800,000,000
LEA COUNTY, NEW MEXICO

INDUSTRIAL REVENUE BOND
(NATIONAL ENRICHMENT FACILITY PROJECT)

SERIES 2004

COMPANY CERTIFICATE

The undersigned Secretary of Louisiana Energy Services, L.P., a Delaware limited
partnership that is registered to transact business in New Mexico (the "Company"), certifies on
behalf of the Company that:

1. Attached hereto as Exhibit A is a certified copy of the Amended and Restated
Certificate of Limited Partnership of the Company filed January 16, 2004 (the "Certificate of
Limited Partnership") with the Secretary of State of the State of Delaware (the "Delaware
Secretary of State"), in effect as of the date hereof No other amendment or document affecting
the Certificate of Limited Partnership has been filed with the Delaware Secretary of State.

2. The Company is a duly formed and validly existing limited partnership existing
under the laws of Delaware, and is in good standing under the laws of the State of Delaware.
Attached hereto as Exhibit B is a Certificate dated January 16, 2004, issued by the Delaware
Secretary of State, confirming that the Company is in good standing and legally existing under
the laws of Delaware. No corporate proceedings for the liquidation or dissolution of the
Company or threatening its existence are pending or contemplated.

3. Attached hereto as Exhibit C is a certified copy of the Statement of Registration
as a Foreign Limited Partnership filed November 14, 2003 and the New Mexico Amendment of
Registration as a Foreign Limited Partnership of the Company filed January 20, 2004
(collectively, the "Application for Certificate of Registration") with the Secretary of State of the
State of New Mexico (the "New Mexico Secretary of State"), in effect as of the date hereof. No
other amendment or document affecting the Application for Certificate Registration has been
filed with the New Mexico Secretary of State.

4. The Company is authorized to do business in New Mexico as a foreign limited
partnership and is registered pursuant to the laws of the State of New Mexico. Attached hereto
as Exhibit D is a Certificate dated January 22, 2004, issued by the New Mexico Secretary of
State, confirming that the Company is registered with the New Mexico Secretary of State.

5. Attached hereto as Exhibit E is a true, correct and complete copy of the Amended
and Restated Agreement of Limited Partnership (the "Partnership Agreement"). The Partnership
Agreement has not been amended, modified or repealed prior to the date hereof and remains in
full force and effect on the date hereof.

I:1dbm1l4275143882tcompany certificate v7.doc



6. Attached hereto as Exhibit F is a true, correct and complete copy of the Action by
Unanimous Written Consent of the Members of the Management Committee of the Company
(the "Authorizing Resolutions") authorizing the President and Chief Executive Officer ("CEO")
of the Company to effect the transactions contemplated by the Lease and Purchase Agreement
(the "Lease") dated the date hereof between Lea County, New Mexico, a political subdivision of
the State of New Mexico acting through its Board of County Commissioners (the "Issuer"), and
the Company, and the Bond Purchase Agreement (the "Bond Purchase Agreement") dated the
date hereof, among NEF Series 2004, LLC, a Delaware limited liability company (the
"Purchaser"), the Issuer and the Company (collectively, the "Company Documents"). The
Authorizing Resolutions were adopted by the Management Committee as of January 22, 2004
and have not been amended, modified or repealed prior to the date hereof and remain in full
force and effect on the date hereof.

7. As of this date, no Default (as defined in the Indenture dated the date hereof
among the Issuer, the Purchaser and Bank of Albuquerque, N.A., a national banking association,
as depository (the "Indenture")) or Event of Default (as defined in the Lease) has occurred or is
continuing with respect to the Company, and no event has occurred and is continuing with
respect to the Company which, with the lapse of time or the giving of notice or both, would
constitute a Default or Event of Default.

8. On or before this date, all actions required to be taken by the Company as of this
date in connection with the Bond (as defined in the Indenture), the Bond Ordinance (as defined
in the Bond Purchase Agreement), and the Company Documents have been taken, and the
Company has performed and complied with all agreements, covenants and conditions required
by the Bond Ordinance and the Company Documents to be performed or complied with by the
Company on or prior to this date.

9. Each of the representations of the Company set forth in the Company Documents
is true and correct in all material respects on and as of this date, with the same effect as if made
on this date.

10. The execution, delivery and performance by the Company of the Company
Documents will not (i) conflict with, contravene, or violate the Certificate of Limited Partnership
of the Company or (ii) to the Company's knowledge, conflict with, contravene, violate or
constitute a material breach of, or default under, any law, rule, regulation, ordinance, order,
consent, decree, agreement or instrument to which the Company is a party or by which the
properties of the Company are bound.

11. Excluding the licensing, regulatory and other approvals required under New
Mexico and federal law, with respect to the construction, operation and decommissioning of the
Project, to the Company's knowledge, all approvals, permits, licenses, consents, authorizations,
certifications and other orders of any governmental authority or agency necessary for the
execution and delivery by the Company of the Company Documents have been obtained and are
in full force and effect.
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12. There is no action, suit, proceeding, inquiry or investigation before or in the Lea
County District Court or federal district court for the District of New Mexico, or by or before any
public board or body in the State of New Mexico pending or, to the Company's knowledge,
threatened against the Company which (i) seeks to or does restrain or enjoin the issuance or
delivery of the Bond or the execution and delivery of any of the Bond Documents (as defined in
the Lease), (ii) in any manner questions the validity or enforceability of the Bond or any of the
Bond Documents, (iii) questions the authority of the Company to own or operate any of the
Project (as defined in the Lease) or the Project Property (as defined in the Lease), (iv) could
result in an unfavorable decision, ruling or finding that could materially adversely affect the
financial condition or operations of the Company, the transactions contemplated by the Bond
Documents, or (v) would have a material adverse effect on the validity of the Bond, or the legal
existence of the Company or the titles of its officers to their respective offices. However, we
note that the U.S. Nuclear Regulatory Commission has commenced an investigation involving
submission of the Company's license application as described in Schedule I attached hereto.

13. The Company Documents -constitute legal, valid and binding obligations of the
Company, enforceable against the Company in accordance with their respective terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting creditors' rights generally and general principles of equity.

14. The Company Documents have been duly executed on behalf of the Company by
the President and CEO whose name, office and true signature appears below:

Name Office Signature

E. James Ferland President and CEO

Such officer was on the date the Company Documents were executed and currently is the duly
elected, qualified and acting President and CEO of the Company. All necessary consents of the
Management Committee of the Company have been obtained to approve the transactions
contemplated by the Company Documents. The Company Documents are in full force and effect
and have not been amended, modified or supplemented.

15. Each of the representatives of the Company whose names, titles and true
signatures appear below is an Authorized Company Representative (as defined in the Indenture):

Name Office Signature

E. James Ferland President and CEO

John W. Lawrence Secretary

3

J. dbmlI42751438821company certifcate v7.doc



16. This certificate may be relied upon by Rodey, Dickason, Sloan, Akin & Robb,
P.A. in its opinions addressed to the Issuer, the Company and the Purchaser in connection with
the Company Documents.

Dated: January 22,2004

LOUISIANA ENERGY E VICES, L.P.

By:

4
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EXHIBIT A

AMENDED AND RESTATED CERTIFICATE OF LIMITED PARTNERSHIP
FILED WITH THE DELAWARE SECRETARY OF STATE
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Del~ are PAGE 1

71he first State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE RESTATED CERTIFICATE OF "LOUISIANA ENERGY SERVICES,

L.P.", FILED IN THIS OFFICE ON THE SIXTEENTH DAY OF JANUARY,

A.D. 2004, AT 12:06 O'CLOCK P.M.

Harriet Smith Windsor. Secretary of State

AUTHENTICATION: 2875384

DATE: 01-16-04

2227256 8100

040034506



State of Delaware
Secretary of State

Division of Corporations
Delivered 22:10 PMY 01/26/2004

FILED 12:06 PH 01/16/2004
SRV 040034506 - 2227256 FzLE

AMENDED AND RESTATED
CERTI[FCATE OF LUMTED PARTNERSHIP

OF
LOUISIANA EN:k(Gy SERVICES, L.P.

Pursuant to Section 17-210 of the
Delaware Pevised Uniform Limited Partnership Act

LOUISIANA ENERGY SERVICES, LIP., a limited partnership formed under the
Delaware Revised Uniform Limited Partnership Act (the "Act"), for the purpose of amending
and restating its Certificate of Limited Partnership filed with the Office of the Secretary of State
of Delaware on April 9, 1990, hereby certifies that the Certificate of Limited Partnership is
amended and restated to read in its entirety as follows:

1. The name of the limited partnership is LOUISIANA ENERGY SERVICES, L.P.

*2. The address of the registered office of the limited partnership in the State of
Delaware is co The Corporation Trust Company, Corporation Trust Center, 1209 Orange Street,
New Castle County, Wilmington, Delaware 19801, and the name of the registered agent of the
limited partnership in the State of Delaware for service of process at such address is The
Corporation Trust Company.

3. The name and business address of each General Partner is as follows:

Urenco Investments, Inc.
Suite 610
2600 Virginia Avenue, N.W.
Washington, DC 22304
Attn: Pat Upson

Westinghouse Enrichment Company LLC
P.O. Box 355
Pittsburgh, PA 15230-0355
Attn: IanB. Duncan

WO 263363.1



IN WITNESS WHEREOF, this Amended and Restated Certificate of Limited
Partnership, which restates and integrates and also faurer amends the Certificate of Limited
Partnership as heretofore amended or supplemented, has been duly executed as of the 16'h day of
January, 2004, by the duly authorized general partners of the limited partnership, and is being
filed in accordance with Section 17-210 of the Act.

URENCO INVESTMENTS, INC.

By: /s/ Dr. P.C. Upson
Name: Dr. P.C. Upson
Title: Director

WESTINGHOUSE ENRICHMENT
COMPANY LLC

By: /s/ Tan B. Duncan
Name: Ian B. Duncan
Title: President

WO 263363.1



EXHIBIT B

CERTIFICATE OF GOOD STANDING AND LEGAL EXISTENCE
ISSUED BY THE DELAWARE SECRETARY OF STATE
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Ieltvvare PAGE 1

cg/ie Sdirst State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY "LOUISIANA ENERGY SERVICES, L.P." IS

DULY FORMED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN

GOOD STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECORDS OF

THIS OFFICE SHOW, AS OF THE SIXTEENTH DAY OF JANUARY, A.D. 2004.

Harriet Smith Windsor. Secretary of State

AUTHENTICATION: 2875387

DATE: 01-16-04

2227256 8300

040034506



EXHIBIT C

STATEMENT OF REGISTRATION AS A FOREIGN LIMITED PARTNERSHIP
FILED WITH THE NEW MEXICO SECRETARY OF STATE
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STATE OF NEW MEXICO

OFFICE OF THE

SECRETARY OF STATE
LPF2003 11401

CERTIFICATE
I, REBECCA VIGIL-GIRON, SECRETARY OF STATE FOR NEW MEXICO, DO HEREBY CERTIFY

that

the attached five pages are true and correct copies of Application for Certificate ofRegistration filed

on November 14, 2003, Application For Amendment w/Name Change filed on January 20, 2004,

for Louisiana Energy Services, Limited Partnership, a foreign limited partnership, registered in the

office in accordance with the provision of sections 54-2-49 through 54-2-61 NMSA, 1978

compilation this partnership was registered on November 14, 2003.

GIVEN UNDER MY HAND AND THE GREAT SEAL OF THE STATE

OF NEW MEXICO, IN THE CITY OF SANTA FE, THE CAPITAL,
20th January 2004

ON THIS . .DAY OF A.D.

SERETARY OF STATE



STATE OF NEW MEXICO

OFFICE OF THE

SECRETARY OF STATE
LPnOi3111401

CERTIFICATE

1, REBECCA VIGLL-GiRON, SECRETARY OF STATE FOR NEW MEXICO, DO HEREBY CERTIFY

that

NATIONAL ENRICHMENT FACILITY, LIMITED PARTNERSHIP, a foreign limited

partnership, registered in this office in accordance with the provisions of sections 54-2-49 through

54-2-61 NMSA, 1978 compilation This entity was registered on November 14, 2003 and will

remain in effect until the foreign limited partnership's registration is canceled or withdrawn.

GIVEN UNDER MY HAND AND THE GREAT SEAL OF THE STATE

OF NEW MEXICO, IN THE CITY OF SANTA FE, THE CAPITAL,
14th November 2003

ON THIS DAY OF A.D

RETARY OF STATE
Certificationk: 57882-1 Referencef: Page 1 of 5



STATEMENT OF REGISTRATION AS A FOREIGN LIMITED PARTNERSHIP

I The name of the Foreign Limited Partnership

Louisiana Energy Services, L P

2 The name under which the Limited Partnership proposes to transact business in
New Mexico (if different from the above)

National Ennchment Facility, Limited Partnership

3 The state of its formation Delaware
4 The date of Its formation 04/09/1990

5 The name and address of Its agent for service of process

C T Corporation System, c/o C T Corporation System, 123 East Marcy, Santa
Fe, New Mexico 87501

6 If an agent has not been appointed, or If the agent's authonty has been
revoked, or if the agent cannot be found or served with the exercise of
reasonable diligence, the undersigned hereby appoints the Secretary of State of
New Mexico as its agent for service of process

7 The address of the office maintained by law in the state of its organization, or, if
such an office is not required, the address of its principal office

6739 Academy Road NE, Suite 350, Albuquerque, NM 87109.

8 The name and address of each general partner

Name Address

Urenco Investments Inc 2600 Virginia Ave NW Suite 610 Washington, DC
20037

Claibome Energy Services, Inc 526 South Church Street, Charolotte, NC 28242

Claibome Fuels, LP 1101 Wilson Blvd, Arlington, VA 22209

Cenesco/Penesco Company, LLC 4300 Winfield Rd, Warrenville, IL 60555

Certification#: 57882-1 Referenced: Page 2 of 5



STATEMENT OF REGISTRATION AS A FOREIGN LIMITED PARTNERSHIP

9 The address of the office at which is kept a list of the names and addresses of
the limited partners and their capital contnbutions, undertaken such that those
records will be kept until registration in New Mexico is canceled or withdrawn

Urenco Investments, Inc 2600 Virginia Ave NW Suite 610, Washington,
DC 20037

Date ?5 3 ?4J06 2i3

General Partner

*b/.'Ab tvcs C4't f .
Pnnted Namelritle (/pWACO 1AV&a74fyJr

thC,

State of U I$< )

County of Ss

eore as acknoledged before me on Z____________byTyyoreing wa ack~e 9 9-Z
__ _ _ _ _ _ _ _ _ _ _ __ _ , general partner, on behalf of

t 11, , a Foreign Limited Partnership2P¼06
Sub s tcr b IA 6n d F l e eon t he 5 Lay m-

412 -Subscnbed and wr taeo..m n h a, mor and year first set forth above

Commission Expires Ae7 rL72s/ f'

I

certify that I was present and saw

2X, keg( 6 (-
e above named sign this document at

33 Queen Str t, Maidenbead gsU K

this day of G
Adran Peter Mark Watne< p

Certification1: 57882-1 ReferenceC(-'Y3

NUO0453- 11MM CT Sysion On"



State of New Mexico

OFFICE OF THE

SECRETARY OF STATE
LPF2003111401

CERTIF ICATE
I, REBECCA VIGIL-GIRON, SECRETARY OF STATE OF FOR NEW MEXICO, DO HEREBY CERTIFY

that

National Enrichment Facility, Services, Limited Partnership, a foreign limited partnership

registered in this office on November 14, 2003 in accordance with the provisions of sections 54-

2-49 through 54-2-61 NMSA, 1978 compilation. On January 20, 2004, an amendment to its

original registration was filed which changed the name of the limited partnership to Louisiana

Energy Services, Limited Partnership. This amended registration will remain in effect until

the limited par rsit iri'sirc't traffteled, withdrawn or amended.

GIVEN UNDER MY HAND AND TEE GREAT SEAL OF THE STATE

OF NEW MEXICO, INTHE CITY OF SANTA FE, TEE CAPITAL,

ON THIS 20th DAY OF January, 2004 A.D.



File #: LPF2003111401
Filed: 0112012004 09:17 AM

Rebecca Vigil.Giron
Secretary of State

NEW MEXICO AMENDMENT OF REGISTRATION AS A FOREIGN LIMITED PARTNERSHIP

Certificate Number LPF2003111401

Amendment of the Name of the Partnership:

From: National Enrichment Facility, Limited Partnership

To: Louisiana Energy Services, limited Partnership

Amendment of name and address of general partners:

From:

Urenco Investments Inc. 2600 Virginia Ave NW Suite 610 Washington, DC 20037
Claiborne Energy Services, Inc. 526 South Church Street, Charlotte, NC 28242
ClaiborneFuels, LP 1101 Wilson Blvd, Arlington, VA 22209
Cenesco/Penesco Company, LLC 4300 Winfield Rd, Warrenville, IL 60555

To:

Urenco Investments Inc. 2600 Virginia Ave NW Suite 610 Washington, DC 20037
Westinghouse Enrichment Company LLC PO Box 355, Pittsburgh, PA 15230-0355

Date /-13-0'!

GenV-Partner

Ian B. Duncan. President. Westin-house Enrichment Company LLC
Printed Nametitle

State of

County of -

The foregoing was acknowledged before me on by !
Ian B. Duncan, general partner, on behalf of 0 -

Louisiana Energy Services, L.P., a Foreign limited Partnership.

Subscribed and sworn to before me on the day, month and year first set forth above. .

NOTARY PUBLIC; e

Commission Expires: / Z7/- 7
COMMONWEALTH OF PENNSYLVANIA

NowSe
ane h& PO=a. Ncty Pdhc_

MyCMWmhSiE*esDec 14.2007



EXHIBIT D

CERTIFICATE OF EXISTENCE
ISSUED BY THE NEW MEXICO SECRETARY OF STATE
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STATE OF NEW MEXICO

OFFICE OF THE

SECRETARY OF STATE
LPF2003111401

CERTIFICATE
I, REBECCA VIGIL-GIRON, SECRETARY OF STATE FOR NEW MEXICO, DO HEREBY CERTIFY

that

National Enrichment Facility, Limited Partnership, a foreign limited partnership registered in

this office on November 14, 2003 in accordance with the provisions of sections 54-2-49 through

54-2-61 NMSA, 1978 compilation. On January 20, 2004, an amendment to its original

registration was filed which changed the name of the limited partnership to Louisiana Energy

Facility, Limited Partnership. This amended registration will remain in effect until the limited

partnership's registration is canceled, withdrawn or amended.

GIVEN UNDER MY HAND AND THE GREAT SEAL bF THE STATE

OF NEW MEXICO, IN THE CITY OF SANTA FE, THE CAPITAL,

ON THIS 20th DAY OF January, 2004 A.D.

SECRETARY OF STATE



STATE OF NEW MEXICO

OFFICE OF THE

SECRETARY OF STATE
LPF2003111401

CERTIFICATE
I, REBECCA VIGIL-GIRON, SECRETARY OF STATE FOR NEW MEXICO, DO HEREBY CERTIFY

that

On November 14, 2003, Louisiana Energy Services, Limited Partnership , a foreign limited

partnership, registered in this office pursuant to the provisions of sections 54-2-49 through 54-2-61

NMSA, 1978 compilation.

GIVEN UNDER MY HAND AND THE GREAT SEAL bF THE STATE

OF NEW MEXICO, IN THE CITY OF SANTA FE, THE CAPITAL.
20th January 2004

ON THIS..DAY OF A.D.

SCEARY OF STATE



EXHIBIT E

AMENDED AND RESTATED AGREEMENT
OF LIMITED PARTNERSHIP
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FILED IN THE COMPANY RECORDS

AVAILABLE FOR INSPECTION UPON
REQUEST



EXHIBIT F

AUTHORIZING RESOLUTIONS
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ACTION BY UNANLMOUS WRIrnN CONSENT
of

THE MEMBERS OF THE MAANAGEMENT CoMnrlTrEn
of

LOUISLANA ENERGY SERVICES, L.P.

The undersigned, being all of the Members of the Management Committee (the
"Members") of Louisiana Energy Services, L.P., a Delaware limited partnership (the
"Partnership"), in lieu of holding a special meeting, hereby take the followins actions and adopt
the following resolutions by unanimous writn consent pursuant to Section 17-405(d) of the
Delaware Revised Uniform Limited Partnership Act and Section 5.5(e) of the Amend-d and
Restated Limited Partnership Agreement (IPartnership Agreement");

1. ISSUANCE OF INDUSTRIAL REVENUE BOND INVOLVING THE
CONSTRUCTION AND ESTKBLISHMENT OF A URANIUM
ENRICHMENT FACILITY.

Resolved, that the Partnership shall seek and promote the issuance by the County of Lea,
State of New Mexico ("Countye), of an industrial revenue bond (the "Boan") involving the
construction and establishment of a uranium enrichment facility (Facility) by the Partnership
as agent for the County to be located in the County (the issuance of the Bond and the
construction and establishment ofthe Facility herein collectively referred to as the "Bond
Transaction"), and the use and operation of the Facility by the Partnership under the terms of a
Lease and Purchase Agreement ("Lease"), a Bond Purchase Agreement and other documents to
be entered into by the Partnership ("Bond Documents") in connection with the issuance of the
Bond.

Further Resolved, that the President of the Partnership (the "President") is hereby
authorized and directed to take such actions and to execute and deliver the Bond Documents and
such other documents, for and on behalf of the Partnership, as may be reasonably necessary in
connection with the Bond Transaction and the use and operation of the Facility by the
Partnership.

2. CREATION OF NEFSERIES 2004, LLC.

Resolved, that the Partnership shall create a Delaware limited liability company, to be
named NEF Series 2004, LLC (the "LLC"), and the President is authorized to take such actions
and to execute such documents as may be necessary to create the LLC. The Partiership shall be
the sole member of the LLC.

Further Resolved, that the LLC shall be authorized to purchase and to hold the Bond,
and the President is authorized and directed to contribute to the LLC. as the Partnership's capital
contribution thereto and from the Partnership's funds, such funds as shall be necessary for its
organization.

1
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Further Resolved, that the President is authorized and directed to take the folowing
actions on behalf of the Partnership, in its capacity as the sole member of the LLC:

- to execute an Operating Agreement;

- to appoint E. James Ferland as the Manager and President and Chief Executive
Officer ("CEO") of the LLC (collectively, the "Manager");

- to appoint John W. Lawrence as the Secretary of the LLC;

- to authorize the LLC to purchase and hold the Bond, and to authorize and direct
the Manager to take such actions and to execute such documents, instruments or
certificates as may be reasonably necessary to do so, including but not limited to
the Bond Documents to which the LLC is a party;

- to authorize and direct the Manager to register the LLC with such state or federal
agencies, including taxing authorities, as may be necessary to authorize the LLC
to lawfhlly conduct business inbSew Mexico; and

- to authorize the Manager to delegate to the LLC President and CEO, Secretary
and other officers of the LLC as shall be designated so much of his authority as he
deems necessary or convenient to the LLC's operations.

3. AUTHORIZATION OF LAND EXCHANGE.

Resolved, that the Partnership shall participate in a land exchange transaction (CLand
Exchange Transaction") involving the County, the State Land Office ("SLO') and a private
person or entity (private landowner") where, in consummating such transaction, the SLO will
convey to the County and the County will convey to the Partnership fee simple ownership in the
real property described as being a portion of Section 32, Township 21 South. Range 38 East,
N.M.PIvL, located within the County, to be used as the site of the Facility ('`Site'), and the
Partnership will convey to the County certain real property (Exchange Property') to be acquired
from the private landowner (having a fair market value equal or greater value than the fair
market value of the Site), for reconveyance by the County to the SLO.

Further Resolved, that the President hereby is authorized and directed, subject (as may
be required) to the prior written approval of the Management Committee in respect of certain
matters referred to in Article 5.3 of the Partnership Agreement, to take all such actions, including
but not limited to any and all actions necessary for the purchase of the Exchange Property, and to
execute and deliver a project participation agreement with the County pursuant to that New
Mexico Local Economic Development Act and all such other documents, to be entered into for
and on behalf of the Partnership, as may be reasonably necessary to consummate the Land
Exchange Transaction.
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4. APPOINTMENT OF PARTNE-RSHIP OFFICERS.

Resolved, that fnder Section 5.7(a) of the Partnership Agreement, E. James Ferland is
hereby appointed as President of the Partnership until such -time as he resigns or is removed from
that office, and is given the customary duties and powers of a corporate president which office
shall have the title of President and CEO.

Further Resolved, that under Section 5.7(a) of the Partnership Agreement, John W.
Lawrence is hereby appointed as Secretary of the Partnership until such time as he resigns or is
removed from that office, and is given the customary duties and powers of a corporate secretary
in addition to such duties and powers as the President may delegate to himn from time to time.

5. OTHER RESOLUTIONS.

Resolved, that all actions which have previously been taken by the President or by any
employee, agent, attorney, and independent contractor of the Partnership in connection with the
transactions contemplated by any of the foregoing resolutions, including but not limited to the
Bond Transaction, the creation of the LLC, the Land Exchange Transaction and the execution
and delivery by the Partnership of a certain State of New Mexico Commissioner of Public Lands
Grant of Easement and Right of Way effective August 22, 2003 and a certain Agreement
Regarding Land Use Restriction or Condition effective August 22, 2003, be, and they hereby are,
approved, ratified, and confirmed in all respects.

Further Resolved, that the President is authorized and directed, subject (as may be
required) to the prior written approval of the Management Committee in respect of certain
matters referred to in Article 5.3 of the Partnership Agreement, for and on behalf of the
Partnership, to take such actions and do such things, and to execute and deliver such agreements,
instuments, certificates, waivers, consents and other documents, to make any changes or
amendments to any of the foregoing and to institute or defend, on the advice of counsel, all such
litigation, as he may deem necessary, appropriate. or convenient to effectuate the purpose and
intent of, and to consummate the transactions contemplated by, each of the foregoing resolutions,
the authority for the malking of such agreements, instruments, certificates, waivers, consents, and
other documents to be conclusively evidenced thereby.

Further Resolved, that the President and Secretary of the Partnership may delegate any
act authorized under these Resolutions as they deem anpropriate.

Further Resolved that a copy of these Resolutions be filed in the minute book of the
Partnership.

The action taken by this Unanimous Written Consent shall have the same force and effect
as if taken by the Members at a meeting of the Management Committee, duly called and
constituted pursuant to the Partnership Agreement and the Delaware Revised Uniform Limited
Partnership Act. This Unanimous Written Consent may be executed in multiple counterparts and
by facsimile, each of which shall be considered an original and all of which shall constitute one
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and the same instrument, notwithstanding that all parties are not signatories to the same
counterpart.

IN WITNESS WEREOF, the undersigned. being all of the Members of the
Management Committee of the Partnership, have executed this Unanimous Written Consent as
of JanuaryI22, 2004.

Pat Upson, Mem7 of Management Committee
(representing Urenc Investments, Inc.)

Ian Duncan. Mcmbcr of Management Committee
(representing Westinghouse Enrichment Company,
LLC)
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and the same instrunent, notwithstanding that eli parties are not signatories to the same
counte)part.

DiN WITNESS WBEREOF, the undersigned, being all of the Members of the
Management Comnmittee of the Partnership, have executed this Unanimous Written Consent as
o'January ,2004.

Pat Upson, Member of Management Committee
(representing Urenco Investments, Inc.)

Ian Dunc;fMember of Management Committec:
(representing Westinghouse Enrichment Company,
LLC)
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SCHEDULE I

The Company has been advised by the NRC that it has commenced an internal investigation of a
matter involving the submission by the Company of its license application before the NRC
("License Application") on December 12, 2003.

NRC regulations require that the portion of the License Application that addresses the classified
information for the facility be filed separately from the rest of the License Application. When
the License Application was filed, the classified information for the facility was sent to an NRC
address identified in the NRC regulations. Although the Company also consulted the NRC's
website, which indicated a change to the regulation (specifying a different address for submittal
of classified information) would go into effect on January 1, 2004, the Company decided to use
the address in the regulations in effect at that time.

About a week after the License Application was submitted to the NRC, the NRC notified the
Company that the classified information had been mailed to the wrong address, and that the
Company should have called the NRC to obtain the proper address. This proper address was not
previously provided in any NRC documents other than as stated in the revised regulation that
became effective on January 1, 2004.

As a result, the Company was advised that an NRC internal investigation is now ongoing, and
even though the Company has taken appropriate corrective action, it is possible the NRC could
issue a violation for sending the classified information for the facility to the wrong NRC address.
In the event a violation is found to have occurred, it is the Company's position that this will not
have a material adverse effect on the Company, the Project Property, the Company's ability to
perform under the Bond Documents or the License Application.
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$1,800,000,000.
LEA COUNTY, NEW MEXICO

INDUSTRIAL REVENUE BOND
(NATIONAL ENRICHMENT FACILITY PROJECT)

SERIES 2004

PURCHASER CERTIFICATE

The undersigned Secretary of NEF Series 2004, LLC, a Delaware limited liability
company (the "Purchaser"), certifies, on behalf of the Purchaser, that:

I. Attached hereto as Exhibit A is a certified copy of the Certificate of Formation of
the Purchaser filed January 8, 2004 with the Secretary of State of the State of Delaware (the
"Delaware Secretary of State"), in effect as of the date hereof. No amendment or document
affecting the Certificate of Formation has been filed with the Delaware Secretary of State.

2. The Purchaser is a limited liability company duly organized and validly existing
under the laws of Delaware, and is in good standing under the laws of the State of Delaware.
Attached hereto as Exhibit B is a Certificate dated January 12, 2004, issued by the Delaware
Secretary of State, confirming that the Purchaser is in good standing and legally existing under
the laws of the State of Delaware. No corporate proceedings for the liquidation or dissolution of
the Purchaser or threatening its existence are pending or contemplated.

3. Attached hereto as Exhibit C is a certified copy of the Application for
Registration of the Purchaser filed January 21, 2004 with the Public Regulation Commission of
the State of New Mexico (the "PRC"), in effect as the date hereof. No amendment or document
affecting the Application for Registration has been filed with the PRC.

4. The Purchaser is authorized to do business in New Mexico as a foreign limited
liability company, and is in good standing under the laws of the State of New Mexico. Attached
hereto as Exhibit D is a Certificate of Good Standing and Compliance dated January 22, 2004,
issued by the PRC, confirming that the Purchaser is registered and in good standing under the
laws of the State of New Mexico.

5. Attached hereto as Exhibit E is a true, correct and complete copy of the Operating
Agreement of the Purchaser. The Operating Agreement has not been amended, modified or
repealed prior to the date hereof and remains in full force and effect on the date hereof.

6. Attached hereto as Exhibit F is a true, correct and complete copy of the
resolutions adopted by Louisiana Energy Services, L.P., a Delaware limited partnership that is
registered with the Secretary of State of the State of New Mexico to transact business in New
Mexico (the "Company"), as the sole member of the Purchaser (the "Authorizing Resolutions"),
authorizing E. James Ferland, the Manager and President and Chief Executive Officer ("CEO")
of the Purchaser to effect the transactions contemplated by the Bond Purchase Agreement dated
the date hereof (the "Bond Purchase Agreement") among the Purchaser, Lea County, New
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Commissioners (the "Issuer"), and the Company, and the Indenture dated the date hereof (the
"Indenture") among the Issuer, the Purchaser and Bank of Albuquerque, N.A., a national banking
association, as depository (collectively, the "Purchaser Documents"). The Authorizing
Resolutions were adopted by the Company as of January 22, 2004 and have not been amended,
modified or repealed prior to the date hereof and remain in full force and effect on the date
hereof.

7. The Purchaser Documents have been duly executed and delivered on behalf of the
Purchaser by the officer of the Purchaser whose name, office and true signature appears below:

Name Office Signature

E. James Ferland Manager and President -

and CEO

Such officer was on the date the Purchaser Documents were executed and currently is the duly
elected, qualified and acting Manager and President and CEO of the Purchaser holding the
offices indicated. All necessary consents of the sole member of the Purchaser have been
obtained to approve the transactions contemplated by the Purchaser Documents. The Purchaser
Documents are in full force and effect and have not been amended, modified or supplemented as
of the date hereof.

8. The representations, warranties and covenants of the Purchaser in the Purchaser
Documents are true and correct in all material respects on and as of the date hereof, with the
same effect as if made on the date hereof.

9. On or before the date hereof, all actions required to be taken by the Purchaser as
of this date in connection with the Purchaser Documents have been taken and the Purchaser has
complied in all respects with all the agreements and satisfied all conditions to be performed or
satisfied at or prior to the delivery of the Bond (as defined in the Indenture).

10. The execution, delivery and performance by the Purchaser of the Purchaser
Documents will not (i) conflict with, contravene, or violate the Certificate of Formation of the
Purchaser or (ii) to the Purchaser's knowledge, conflict with, contravene, violate or constitute a
material breach of, or default under, any law, rule, regulation, ordinance, order, consent, decree,
agreement or instrument to which the Purchaser is a party or by which the properties of
Purchaser are bound.

11. Excluding the licensing, regulatory and other approvals required under New
Mexico and federal law, with respect to the construction, operation and decommissioning of the
Project, to the Purchaser's knowledge, all approvals, permits, licenses, consents, authorizations,
certifications and other orders of any governmental authority or agency necessary for the
execution and delivery by the Purchaser of the Purchaser Documents have been obtained and are
in full force and effect.
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12. There is no action, suit, proceeding, inquiry or investigation before or in the Lea
County District Court and federal district court for the District of New Mexico, or by or before
any public board or body in the State of New Mexico pending or, to the Purchaser's knowledge,
threatened, against the Purchaser which (i) seeks to or does restrain or enjoin the issuance or
delivery of the Bond or the execution and delivery of any of the Bond Documents, (ii) in any
manner questions the validity or enforceability of the Bond or any of the Bond Documents, (iii)
could result in an unfavorable decision, ruling or finding that could materially adversely affect
the financial condition or operations of the Purchaser, the transactions contemplated by the Bond
Documents, or (iv) would have a material adverse affect the validity of the Bond, or the legal
existence of the Purchaser or the titles of its officers to their respective offices.

13. The Purchaser Documents constitute legal, valid and binding obligations of the
Purchaser, enforceable against the Purchaser in accordance with their respective terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting creditors' rights generally and general principles of equity.

14. The Purchaser has been advised of its right to have financing statements securing
its rights under the Bond and the Indenture filed with the Secretary of State of the State of
Delaware on or prior to the Closing Date (as defined in the Bond Purchase Agreement), and
hereby specifically waives any requirement for the filing of such financing statements.

15. The Purchaser acknowledges receipt of the Bond.

16. This certificate may be relied upon by Rodey, Dickason, Sloan, Akin & Robb,
P.A. in its opinions addressed to the Issuer, the Company and the Purchaser in connection with
the Purchaser Documents.

Dated: January 22, 2004

NEF SEIES 2004, LL

By: 3 D. -
(V W. &I aw ,Secretat"J
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EXHIBIT A

CERTIFICATE OF FORMATION
FILED WITH THE DELAWARE SECRETARY OF STATE
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ee PAGE 1

gTie first State

I, HARRIET SMITE WINDSOR, SECRETARY OF STATE OF THE STAT9 OF

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF FORMATION OF "NEF SERIES 2004, LLC",

FILED IN THIS OFFICE ON THE EIGHTH DAY OF JANUARY, A.D. 2004, AT

8:50 O'CLOCK P.M.

Harriet Smith Windsor, Secretary of State

AUTHENTICATION: 2859981

DATE: 01-08-04

3750433 8100

040015879
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STATE of DELAWARE
LIMITED LIBILITY COMPANY
CERTIFICATE of FORMATION

FIRST: The name of the limited liability company is NEF Series 2004, LLC.

SECOND: The address of its registered office in the State of Delaware is CT
Corporation System c/o Corporation Trust Center, 1209 Orange Street, New Castle
County, Wilmington, Delaware 19801. The name of its Registered Agent at such address
is The Corporation Trust Company.

THIRD: The latest date on which the limited liability company is to dissolve is January
22, 2054.

Inx Witiiess Whereof, the undersigned has executed this Certificate of Formation of NEF
Series 2004, LLC this &fA day of Januazy, 2004.

LOUISIANA ENERGY SERVICES, LP.

By-.
E. J Ferland
President and ChiefExecutive Officer

State of Delaware
Secretary of State

Division of Corporations
Delivered 06:50 PR 01/08/2004
FZILD 08:50 PM 01/08/2004

SRV 040015879 - 3750433 FILE



EXHIBIT B

CERTIFICATE OF GOOD STANDING AND LEGAL EXISTENCE
ISSUED BY THE DELAWARE SECRETARY OF STATE
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Detwar~ePAGE 1

'Iifhe yirst State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY "NEF SERIES 2004, LLC" IS DULY

FORMED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD

STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECORDS OF THIS

OFFICE SHOW, AS OF THE TWELFTH DAY OF JANUARY, A.D. 2004.

Harriet Smith Windsor. Secretary of State

AUTHENTICATION: 2865411

DATE: 01-12-04

3750433 8300

040021183



EXHIBIT C

APPLICATION FOR REGISTRATION
FILED WITH THE NEW MEXICO PUBLIC REGULATION COMMISSION
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OFFICE OF THE
PUBLIC REGULATION COMMISSION

CERTIFICATE OF COMPARISON

OF

NEF SERIES 2004, LLC

2417509

The Public Regulation Commission certifies that the
attached is a true and complete copy of the ****3****
page document(s) on file in this office.

This Certification is in
53-19-69 NMSA 1978.

accordance with Section

DATED: JANUARY 21, 2004

In testimony whereof, the Public Regulation of the State
of New Mexico has caused this certificate to be signed
by its Chairman and the seal of said Commission to
affixed e Ci of San

ra C
Bureau Chief



Foreign Limited Liability Company
APPLICATION FOR REGISTRATION

JAN 21 2004
The undersigned limited liability company, in order to apply for a Certificate of Registration to transact business in
New Mexico under the Limited Liabiliy Company Act, submits the following statement to the Public Regulation
Commission:

1. The name of the limited liability company is: NEF Series 2004. LLC

2. If it proposes to transact business in New Mexico under a different name, the name it elects for
use in New Mexico is: Not Applicable

3. It is organized under the laws of: State of Delaware

4. The date of organization in its domestic state is: January 8 . 2004

5. If so required by the laws of the domestic state, the address of the office required to be
maintained in the domestic state is: Not Applicable

6. If the laws of the domestic state do not require an address to be maintained in that state, then the
address of the principal office of the limited liability company is:_

One Sun Plaza, 100 Sun Lane NE, Suite 204. Albuquerque, NM 87109

7. The street address of the registered office in New Mexico is:_
c/o CT Corporation System, 123 East Marcy, Santa Fe, New Mexico 87501

(P.O. Box is not acceptable. Provide a description of the geographical location if a street
address does not exist)

The name of the registered agent at the address of the New Mexico registered office is:_
CT Corporation Svstem

8. The names of the persons in whom management of the limited liability company is vested
are: E. James Ferland

The company Is a foreign limited liability company as defined in Section 2 of the New Mexico
Limited Liability Company Act. The Secretary of State is appointed the agent of the foreign limited
liability company for service of process if [upon resignation of the appointed registered agentrino
agent has been appointed or, if appointed, the agent's authority has been revoked or the agent
cannot be found or served in the exercise of reasonable diligence.

Dated: January _, 2004 NTF Series 2004, LLC

Bv: ,
E.James Ferland, President

THIS APPLICATION MUST BE ACCOMPkNIED BY A CERTIFICATE OF GOOD STANDING /
EXISTENCE, ISSUED BY THE APPROPRIATE OFFICIAL CUSTODIAN OF LIMITED LIABILITY
COMPANY RECORDS FOR THE STATE OR COUNTRY UNDER THE LAWS OF WHICH THE
COMPANY IS ORGANIZED. THI ORIGINAL OR ELECTRONICALLY
ISSUED, AND MUST BE CURRE R .gaT FXPIP T

SUBMISSION TO THE COMMIS E C NN 1 E

no ONBUR EA NM PUBLIC REG. COMM,
CORPORATION BUREAU-



STATEMENT OF ACCEPTANCE OF APPOINTMENT
BY DESIGNATED INITIAL REGISTERED AGENT

I, C T Corporation System -- Vickie M. Cunningham

hereby acknowledge the acceptance of appointment as Initial Registered Agent of

NEF Series 2004, LLC

the limited liability company which is named in the annexed Application for Registration of Foreign
Limited Liability Company.

(Sign on this line if the registered agent named in the application is an individual. If this line is signed,
the two lines below do not apply and must be left blank.)

(If the following lines are used, the signature line above does not apptlv and must be left blank)

C T Corporation System

(If the registered agent named in the application is a corporation, limited liability company, or
partnership, type or print I name of that entity here)

By L Ala
(An ahorized person of the entity be07g appointed as registered agent must sign here)
Vickie M. Cunningham, Vice President

Form FLLC-STM I '
(revised 7/03) JAN2 21 1) j V

NM PUBI. l:ulae
CORpn:.: A - I

NW-1-07II&MCT Syar Wmo.



Dlwwae
PAGE 1

th1e First State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY "NEF SERIES 2004, LLC- IS DULY

FOPMED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD

STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECORDS OF THIS

OFFICE SHOW, AS OF TEE TWELFTH DAY OF JANUARY, A.D. 2004.

Harriet Smith Windsor, Secretairy of State

AUTHENTICATION: 2865410

DATE: 01-12-04

3750433 8300

040021183



EXHIBIT D

CERTIFICATE OF GOOD STANDING AND COMPLIANCE
ISSUED BY THE NEW MEXICO PUBLIC REGULATION COMMISSION
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OFFICE OF THE
PUBLIC REGULATION COMMISSION

CERTIFICATE OF GOOD STANDING AND COMPLIANCE

IT IS HEREBY CERTIFIED that:
NEF SERIES 2004, LLC

2417509
an organization organized under the laws of

DELAWARE
is duly authorized to transact business in New Mexico, as a
Foreign Organization, under the

LIMITED LIABILITY COMPANY ACT
(53-19-1 TO 53-19-74 NMSA 1978)

having filed its Application for registration on
JANUARY 21, 2004

and Certificate of Registration issued as of said date.

IT IS FURTHER CERTIFIED that fees due the Public Regulation
Commission, which have been assessed against the aforesaid
organization have been paid to date and aforesaid is in good
standing and duly authorized to transact business as its
existence has not been revoked in New Mexico. This certifi-
cate is not to be construed as an endorsement recommendation
or notice of approval of the organizations financial
condition or business activities & practices. This Certifi-
cate of Good Standing & Compliance expires when existence
ceases as decided by law.

Dated: JANUARY 22, 2004

In testimony whereof, the Public Regulation of the Siate
of New Mexico has caused this certificate to be signed
by its Chairman and the seal of said Commission to
affixed heCi of San

Bureainau Ch

Bureau Chief



EXHIBIT E

OPERATING AGREEMENT
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OPERATING AGREEMENT

OF

NEF SERIES 2004, LLC

a Delaware limited liability company

Dated as of January 22, 2004
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OPERATING AGREEMENT
of

NEF SERIES 2004, LLC
a Delaware limited liability company

This Operating Agreement of NEF Series 2004, LLC, a Delaware limited liability company
(the "Company"), is made and entered into and shall be effective as of the Effective Date, by and
between the Company and Louisiana Energy Services, L.P., a Delaware limited partnership (the
"Member"), its sole member.

ARTICLE I
FORMATION OF COMPANY

Section 1.1. Organization. Effective as of the Effective Date the Member executing
this Agreement forms a Delaware limited liability company pursuant to the Act. The Manager
shall execute and file on behalf of the Company such amendments to the Certificate of
Formation, and such trade name affidavits, additional instruments and amendments thereto, as
may from time to time be necessary or appropriate to carry out this Agreement and enable the
Company to conduct its business in accordance with applicable laws.

Section 1.2. Name. The name of the Company is NEF Series 2004, LLC. All business
of the Company shall be conducted under that name or under any other name, but in any case,
only to the extent permitted by applicable law.

Section 13. Places of Business. The Company may locate its places of business at any
place or places as the Company may from time to time deem advisable.

Section 1.4. Registered Office and Registered Agent. The Company's initial
registered office and registered agent at that address shall be as set forth in the Certificate of
Formation. The Manager may, from time to time, change the registered office and registered
agent through appropriate filings with the Secretary of State of the State of Delaware pursuant to
the Act and by giving notice to each of the Members in the manner provided in this Agreement.

Section 1.5. Term. The Company shall dissolve on January 22, 2054 unless sooner
terminated or dissolved in accordance with the provisions of this Agreement or the Act.

ARTICLE 2
DEFINITIONS

Section 2.1. Definitions Related to Management and Economic Relationships. As
a result of the economic and management flexibility inherent in a limited liability company, the
owners of the equity in the Company are variously defined, as are their interests in the Company.
The right of any Person to participate in the profits and distributions of the Company is

represented by the "Units" issued by the Company. All Persons who own Units are referred to as
"Equity Owners." There are two types of Equity Owners: (1) "Members" and (2) Unit owners. A
"Member" is each of the Persons who own Units and executes a counterpart of this Agreement as
a Member and each Person who is hereafter admitted as a Member. A Unit owner is any Person



who owns Units and has not been admitted as a Member. Each Equity Owner has an interest in
the Company that is referred to as an "Equity Interest." The Equity Interest of a Member is
referred to herein as the Member's "Membership Interest" and includes not only the Member's
Units but also all other rights, including the Member's right to information and the right to
participate in management. The Equity Interest of a Unit owner is limited to the Unit owner's
Units.

Section 2.2. Definitions. The following terms used in this Agreement shall have the
following meanings (unless otherwise expressly provided herein);

a. "Act" shall mean the Delaware Limited Liability Company Act at Delaware Code
Annotated Sec. 18-101 etseq.

b. "Affiliate" of any Equity Owner means any Person that, directly or indirectly,
controls, is controlled by or is under common control with, such Equity Owner.

c. "Agreement" shall mean this Operating Agreement as originally executed and as
amended from time to time.

d. "Book Value of the Company" means the amount of money and the book value of all
property of the Company determined in accordance with generally accepted accounting
principles reduced by the liabilities of the Company, except that in determining the book
value of the Company, no capital contributions made during the 90 day period ending on
the date of determination shall be counted.

e. "Capital Contribution" means the cash, cash equivalents or the agreed fair market
value of property which an Equity Owner contributes to the Company for Units or as a
contribution to capital, net of any liabilities secured by such contributed property or
which the Company assumes or subject to which the Company takes the property.
Capital contributions shall not include obligations to contribute cash at a future date, until
such contributions of cash are actually made.

f. "Certificate of Formation" shall mean the Certificate of Formation of NEF Series
2004 LLC as filed with the Secretary of State of Delaware pursuant to the Act and as may
be amended from time to time.

g. "Code" shall mean the Internal Revenue Code of 1986 or corresponding provisions of
subsequent superseding federal revenue laws.

h. "Company" shall refer to NEF Series 2004. LLC, a limited liability company formed
under that laws of the State of Delaware and any successor limited liability company.

i. "Effective Date" shall be the date upon which the Certificate of Formation is filed in
the office of the Secretary of State of Delaware pursuant to the Act.
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j. "Entity" shall mean any general partnership, limited partnership, limited liability
company, corporation, joint venture, trust, business trust, cooperative or association or
any foreign trust or foreign business organization.

k. "Equity Interest" shall have the meaning set forth in Section 2.1 above.

1. "Equity Owner" shall have the meaning set forth in Section 2.1 above.

m. "Fiscal Year" shall mean the Company's fiscal year, which shall be the calendar year.

n. "Manager" shall mean the individual designated as Manager in this Agreement or
elected or designated as provided in this Agreement or their successors. References to the
Manager in the singular or as him, her, it, itself, or other like references shall also, where
the context so requires, be deemed to include the plural or the masculine or feminine
reference, as the case may be.

o. "Member" shall have the meaning set forth in Section 2.1 above.

p. "Membership Interest" shall have the meaning set forth in Section 2.1 above.

q. "Members owning a majority interest" shall mean one or more Members owning
Units which exceed one-half of all the Units held by all Members.

r. "Officers" shall mean the individuals designated as elected or designated as officers as
provided in this Agreement.

s. "Option" shall mean an option to purchase Units issued pursuant to an option plan
adopted by the Company pursuant to this Agreement.

t. "Person" shall mean any individual or Entity, and the heirs, executors, administrators,
legal representatives, successors, and assigns of such "Person" where the context so
permits.

u. "Pro Rata in proportion to Units" shall refer to the determination using a fraction the
numerator of which is the number of Units held by an Equity Owner and the denominator
of which is the number of all Units outstanding.

v. "Redemption Price" with respect to each Unit shall be the Book Value of the
Company divided by the number of Units outstanding at the time of the redemption.

w. "Remaining Members owning a majority interest" shall mean, in the case of a
transaction in which one or more Members may have an interest, one or more Members
not interested in the transaction owning Units which exceed one-half of all the Units held
by all Members who are not interested in the transaction.
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x. "Reorganization" means the merger or conversion of the Company, or a sale of assets,
or other transaction pursuant to which a Person or Persons acquire all or substantially all
of the assets of the Company in a single or series of related transactions.

y. "Selling Equity Owner" shall mean any Equity Owner that transfers for consideration
all or any portion of its Units.

z. "Tax Items" shall mean the income, gain, loss, and credit of the Company determined
for tax purposes.

aa. "Transfer" shall mean any transfer of Units by sale, exchange, gift, inheritance,
operation of law or other transfer.

bb. "Transferee" shall mean any Person who acquires Units from a Person other than the
Company.

cc. "Treasury Regulations" shall include proposed, temporary and final regulations
promulgated under the code in effect as of the date of filing the Certificate of Formation
and the corresponding sections of any regulations subsequently issued that amend or
supersede such regulations.

dd. "Unit" shall have the meaning set forth in Section 2.1 above.

ee. "Unit Owner" shall have the meaning set forth in Section 2.1 above.

ARTICLE 3
PURPOSE

The purpose of the Company shall be to engage in any lawful activity or business with the
exception of the business of granting policies of insurance, or assuming insurance risks or banking.

ARTICLE 4
MEMBERS

Section 4.1. Names and Addresses. The name and address of each Member shall be
as set forth in Fxhihit A attached hereto.

Section 4.2. Admission of Members. By unanimous consent, the Members may admit
Unit owners as Members and may admit new Members on such terms and conditions as
determined by the Members. All Members must sign a copy of this Agreement and agree to be
bound by the terms of this Agreement.

Section 4.3. Meetings of the Members.

a. Annual Meeting. There shall be an annual meeting of Members of the Company
for the consideration of reports to be laid before such meeting, and thetransaction of such
other business as may properly be brought before the Members. The annual meeting shall
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be held at the principal office of the Company in the City of Albuquerque, in Bernalillo
County, New Mexico, or at such other place either within or without the State of New
Mexico as may be designated by the Manager, on the 22nd of January in 2005 and in each
year thereafter, if not a legal holiday and, if a legal holiday, then on the next succeeding
business day.

b. Special Meetings. Special meetings of the Members may be called by the
Manager or by Members holding at least twenty-five percent (25%) of the Units of the
Company. Upon request in writing delivered either in person or by registered mail to the
Manager by any persons entitled to call a meeting of Members, the Manager shall
forthwith cause to be given to the Members entitled thereto notice of a meeting to be held
on a date not less than seven (7) or more than sixty (60) days after the receipt of such
request, as the Manager may fix. If such notice is not given within twenty (20) days after
the delivery or mailing of such request, the persons calling the meeting may fix the time
of the meeting and give notice thereof as provided herein, or cause such notice to be
given by any designated representative. Each special meeting shall be held at the
principal office of the company, unless the same is called by the Manager, in which case
such meeting may be held at any place either within or without the State of New Mexico
designated by the Manager and specified in the notice of such meeting.

c. Notice of Meetings. Not less than seven (7) or more than sixty (60) days before
the date fixed for a meeting of Members, written notice stating the time and place of the
meeting, and in the case of a special meeting the purposes of such meeting, shall be given
by or at the direction of the Manager, or any other person or persons required or permitted
by this Agreement to give such notice. The notice shall be given by personal delivery or
by mail to each Member entitled to notice of the meeting, who is of record as of the day
next preceding the day on which notice is given or, if a record date therefore is duly fixed,
of record as of said date; if mailed, the notice shall be addressed to the Members at their
respective addresses as they appear on the records of the Company. Notice of the time,
place, and purposes of any meeting of Members may be waived in writing, either before
or after the holding of such meeting. by any Members, which writing shall be filed with
or entered upon the records of the meeting. The attendance of any Members at any such
meeting without protesting the lack of proper notice. prior to or at the comniencement of
the meeting, shall be deemed to have waived notice of such meeting.

d. Quorum; Adjournment. At any meeting of the Members, the presence of
Members owning a majority of the voting power of the Company, in person or by proxy,
shall constitute a quorum for such meeting: PROVIDED, however, that no action
required by law, by the Articles of Formation. or by this Agreement to be authorized or
taken by a designated proportion of the Equity Interests of the Company may be
authorized or taken by a lesser proportion: and PROVIDED, FURTHER, that the
Members owning a majority interest represented at a meeting, whether or not a quorum is
present, may adjourn such meeting from time to time, if any meeting is adjourned, the
time and place to which such meeting is adjourned shall be fixed and announced at such
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meeting, and notice thereof given to all Members by such means as reasonably available
and as promptly as reasonably possible.

e. Action Without a Meeting. Any action which may be authorized or taken at a
meeting of the Members may be authorized or taken without a meeting in a writing or
writings signed by all of the Members entitled to vote on such matter, which writing or
writings shall be filed with or entered upon the records of the Company. A telegram,
telex, cablegram, or similar transmission by a Member, or a photographic, photostatic,
facsimile, or similar reproduction of a writing signed by a Member, shall be regarded as
signed by the Member for purposes of this Section.

f. Telephonic Participation in Meetings. Members may participate in any meeting
through telephonic or similar communications equipment by means of which all persons
participating in the meeting can hear one another, and such participation shall constitute
presence in person at such meeting.

g. Voting of Members; Proxies. On any matter presented to the Members for their
vote, each Member shall have one vote for each Unit owned by it. Members entitled to
vote or to act with respect to capital interests in the Company may vote or act in person or
by proxy. The person appointed as proxy need not be a Member. Unless the writing
appointing a proxy otherwise provides, the presence at a meeting of the person having
appointed a proxy shall not operate to revoke the appointment. Notice to the Company,
in writing or in open meeting, of the revocation of the appointment of a proxy shall not
affect any vote or act previously taken or authorized.

ARTICLE 5
MANAGEMENT OF THE COMPANY

Section 5.1. Management. The business and affairs of the Company shall be managed
by its Manager. Subject to Section 7.1 hereof and nonwaivable provisions of applicable law, the
Manager shall have full and complete authority, power and discretion to manage and control the
business, affairs and properties of the Company, to make all decisions regarding those matters
and to perform any and all other acts or activities customary or incident to the management of the
Company's business to the extent provided or limited by this Agreement. The Manager may
delegate any and all of his authority granted under this Section 5.1 to the Officers.

Section 5.2. Number, Tenure and Qualifications of Manager. The Company shall
initially have one Manager. The number of Managers of the Company shall be fixed from time
to time by the affirmative vote of the Members owning a majority interest, but in no instance
shall there be less than one Manager. Each Manager shall hold office until he is removed or
resigns pursuant to Section 5.6. A Manager shall be appointed by the affirmative vote of the
Members owning a majority interest. A Manager need not be a Member. Except where a
specific number of Managers is set forth, all actions of the Managers shall be taken by the
consent or affirmative vote of a majority of the Managers, with or without a meeting.
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Section 53. Liability for Certain Acts. The Manager does not, in any way. guarantee
the return of the Equity Owners' Capital Contributions or a profit for the Equity Owners from the
operations of the Company. No Manager shall be liable to the Company or to any Equity Owner
for any loss or damage sustained by the Company or any Equity Interest owner, unless the loss or
damage shall have been the result of fraud, deceit, gross negligence, willful misconduct or a
wrongful taking by the Manager.

Section 5.4. Manager and Equity Owners Have No Exclusive Duty to Company.
No Manager who is not also an Officer shall be required to manage the Company as the
Manager's sole and exclusive function and any Manager and/or Equity Owner may have other
business interests and may engage in other activities in addition to those relating to the Company.
Neither the Company nor any equity owner shall have any right, by virtue of this Operating

Agreement, to share or participate in such other investments or activities of the Manager and/or
Equity Owner or to the income or proceeds derived therefrom. Neither any Manager nor any
Equity Owner shall incur any liability to the Company or to any of the Equity Owners as a result
of engaging in any other business or venture.

Section 5.5. Indemnity of the Manager, Officers, Employees and Other Agents.
The Company may indemnify the Manager, officers, employees of the Company, and other
agents and make advances for expenses to the maximum extent permitted under the Act,
consistent with any employment or indemnification agreement with such Persons, except to the
extent the claim for which indemnification is sought results from a violation of Section 5.3.

Section 5.6. Cessation as Manager. Any Manager shall cease to be a Manager on the
Manager's death, incompetence, becoming a debtor under the United States Bankruptcy Code,
resignation or removal. A Manager may resign at any time by giving written notice to the
Members of the Company. The resignation of any Manager shall take effect upon receipt of
notice thereof or at such later time as shall be specified in such notice; and, unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective.
All or any lesser number of Managers may be removed at any time with or without cause by
Members owning a majority interest determined without regard to any Units held by the Manager
or an Affiliate of the Manager. Any Equity Owner who has ceased to be a Manager shall
continue to be an Equity Owner and such cessation shall not affect the rights of such Equity
Owner as Member or Unit owner, as the case may be.

Section 5.7. Vacancies. Any vacancy occurring for any reason in the number of
Managers of the Company shall be filled by the affirmative vote of the Members owning a
majority interest. Any Manager's position to be filled by reason of an increase in the number of
Managers shall be filled by the affirmative vote of the Members owning a majority interest.

Section 5.8. Compensation, Reimbursement, Organization Expenses.

a. The compensation of the Manager shall be fixed from time to time by the
Manager, and no Manager shall be prevented from receiving such compensation by
reason of the fact that he is also an Equity Owner. No Member shall be entitled to
compensation from the Company for services rendered to the Company as such. Upon
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the submission of appropriate documentation, each Member shall be reimbursed by the
Company for reasonable out-of-pocket expenses incurred by such Member on behalf of
the Company or at the Company's request.

b. The Company shall reimburse the Manager and Members for the legal expenses
reasonably incurred by them in connection with the formation, organization and
capitalization of the Company, including the legal fees incurred in connection with the
preparation of this Agreement and other actions in connection with the organization,
operation, and liquidation of the Company.

c. The Manager shall cause the Company to make an appropriate election to treat the
expenses incurred by the Company in connection with the formation and organization of
the Company to be amortized under the 60-month period beginning with the month in
which the Company begins business to the extent that such expenses constitute
"organizational expenses" of the Company within the meaning of Code Section 709(b)(2).

ARTICLE 6
OFFICERS OF THE COMPANY

Section 6.1. Election and Tenure. The officers shall be appointed by the Members
owning a majority interest and shall serve until their removal, resignation or other termination in
office. A Manager may hold any office.

Section 6.2. Resignation, Removal and Vacancies. Any officer may resign at any
time by giving written notice of resignation to the Manager, or in the case of an officer other than
the President and Chief Executive Officer ("CEO"), to the President and CEO. Such resignation
shall take effect when the notice is received by the Company unless the notice specifies a later
effective date, and acceptance of the resignation shall not be necessary to render such resignation
effective. Any officer may at any time be removed by the affirmative vote of the Members
owning a majority interest, with or without cause. If any office becomes vacant for any reason,
the vacancy may be filled by Members owning a majority interest. An officer appointed to fill a
vacancy until a successor shall be elected or appointed and shall qualify, or until such officer's
death, resignation or removal. The appointment of an officer shall not itself create contract rights
in favor of the officer, and the removal of an officer does not affect the officer's contract rights, if
any, with the Company, and the resignation of an officer does not affect the Company's contract
rights, if any, with the officer.

Section 63. President and Chief Executive Officer. The President shall be the chief
executive officer of the Company, which office shall have the title of President and Chief
Executive Officer. The President and CEO shall preside at meetings of the Members. The
President and CEO shall have general and active management of the business of the Company;
shall see that all orders and resolutions of the Manager are carried into effect; and shall perform
all duties as may from time to time be assigned by the Manager.

Section 6.4. Vice Presidents. The Vice Presidents, if any, shall perform such duties
and possess such powers as from time to time may be assigned to them by the Manager or the
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President and CEO. In the absence of the President and CEO or in the event of the inability or
refusal of the President and CEO to act, the Vice President (or in the event there be more than
one Vice President, the Vice Presidents in the order designated by the Manager, or in the absence
of any designation, then in the order of the election or appointment of the Vice Presidents) shall
perform the duties of the President and CEO and when so performing shall have all the powers of
and be subject to all the restrictions upon the President and CEO.

Section 6.5. Secretary. The Secretary shall perform such duties and shall have such
powers as may from time to time be assigned by the Manager or the President and CEO. In
addition, the Secretary shall perform such duties and have such powers as are incident to the
office of Secretary including, without limitation, the duty and power to give notice of all
meetings of Members, the preparation and maintenance of minutes of the Managers' and
Members' meetings and other records and information required to be kept by the Company and
for authenticating records of the Company, and to be custodian of the Company records.

Section 6.6. Treasurer. The Treasurer shall perform such duties and shall have such
powers as may from time to time be assigned by the Manager or the President and CEO. In
addition, the Treasurer shall perform such duties and have such powers as are incident to the
office of Treasurer including, without limitation, the duty and power to keep and be responsible
for all funds and securities of the Company, to deposit funds of the Company depositories
selected in accordance with this Agreement, to disburse such funds as ordered by the Manager or
the President and CEO, making proper accounts thereof, and to render as required by the
Manager or the President and CEO statements of all these transactions taken as Treasurer and of
the financial condition of the Company.

Section 6.7. Assistant Secretaries and Assistant Treasurers. The Assistant
Secretaries and Assistant Treasurers, if any. shall perform such duties as shall be assigned to
them by the Secretary or the Treasurer, respectively, or by the President and CEO or the
Manager. In the absence, inability or refusal to Act as the Secretary or the Treasurer, the
Assistant Secretaries or Assistant Treasurers, respectively, in the order designated by the
Manager, or in the absence of any designation, then in the order of their election or appointment,
shall perform the duties and exercise the powers of the Secretary or Treasurer, as the case may
be.

ARTICLE 7
LIMITATIONS ON AUTHORITY

Section 7.1. Certain Powers of Manager and Restrictions on Authority of the Manager.

a. Subject to Sections 7.1(b) and (c) hereof, the Manager shall have power and
authority, on behalf of the Company:

(i) To do and perform all other acts as may be necessary or appropriate to
carry out the Company's purpose;
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(ii) To open, close, and convert bank} accounts in the name of the Company,
and determine the signatories thereon;

(iii) To purchase liability and other insurance to protect the Company's
property and business;

(iv) To employ accountants, legal counsel, managing agents or other experts to
perform services for the Company and to compensate them from Company funds;

(v) To make expenditures whether for operating expenses or capital
acquisitions in any single transaction or series of related transactions. The fact
that a Manager or an Equity Owner is, or is directly or indirectly affiliated or
connected with any Person to whom the expenditure would be made, shall not
prohibit the officer from dealing with that Person provided that the Person or
Member or Equity Owner shall fully disclose the affiliation or connection and the
transaction has been approved by remaining Members owning a majority interest
after such disclosure.

(vi) To locate or relocate a place of business for the Company;

(vii) To borrow money in any single transaction or series of related transactions
for the Company from banks, other lending institutions, the Manager, Members,
or affiliates of the Manager or Members on such terms as they deem appropriate,
and in connection therewith, to hypothecate, encumber and grant security interests
in the assets of the Company to secure repayment of the borrowed sums;

(viii) To invest any Company funds temporarily (by way of example but not
limitation) in time deposits, short-term governmental obligations, commercial
paper or other investments;

(ix) To confess a judgment against the Company.

(x) To issue options in accordance with option plans adopted by the Members;

(xi) To issue Units for such consideration as such Manager may determine; and

(xii) To invest any Company funds temporarily (by way of example but not
limitation) in time deposits. short-term governmental obligations, commercial
paper or other investments.

b. Subject to Sections 7.1(c). only with the consent of the Members owning a
majority interest, any Manager shall have power and authority, on behalf of the Company:

(i) To cause the Company to borrow money from equity owners or request
additional contributions from Members;

(ii) To cause a change in the purpose of the Company;
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(iii) To cause the Company to be party to a reorganization;

(iv) To do any Act which would make it impossible to fulfill the purpose of the
Company;

(v) To amend this Agreement or take any action in violation of this
Agreement (other than an action or amendment described in Sections 7.1 (b));

(vi) To cause the Company to voluntarily initiate a proceeding under which the
Company would become a debtor under the United States Bankruptcy Code; and

(vii) To sell, exchange or otherwise dispose of all, or substantially all, of the
Company's assets in a single or series of related transactions.

c. Notwithstanding any other provision of this Section 7.1, neither the Manager nor
any Member or Members shall have the authority to take any action that would have a
material adverse effect on a similarly situated group of Members (the "Affected Group")
without the consent of Members of the Affected Group holding a majority of the Units
held by all Members within the Affected Group, or, if the material adverse affect does not
affect a group of Members in the same way, by each Member who would suffer a material
adverse affect. For purposes of this Section 7.1(c), a material adverse affect is any
increase in the obligation to make contributions, any modification of the allocation to the
affected Member or affected group of profits, losses, income, gain, loss or credit for tax
purposes or any modification in a Member's right to distributions. Notwithstanding the
foregoing, no increase or decrease of the number of outstanding Units or allocation of
profits, losses, income, deduction or credit for tax purposes shall be considered a material
adverse affect.

Section 7.2. Right To Rely on the Manager. Any Person dealing with the Company
may rely (without duty of further inquiry) upon a certificate signed by a majority of the Managers
as to:

a. The identity of any Manager. Equity Owner, or Officer;

b. The existence or nonexistence of any fact or facts which constitute a condition
precedent to acts on behalf of the Company by any Manager or which are in any other
manner germane to the affairs of the Company:

c. The Persons who are authorized to execute and deliver any instrument or
document of the Company; or

d. Any act or failure to act by the Company or any other matter whatsoever involving
the Company or any Equity 0wner.
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ARTICLE 8
RIGHTS AND OBLIGATIONS OF EQUITY OWNERS

Section 8.1. Limitation of Liability. An Equity Owner shall not be personally liable
for any debts or losses of the Company beyond such Equity Owner's Capital Contributions and
any obligation of the Equity Owner under Section 7.1 or Section 7.2 to make Capital
Contributions, except as provided in Section 9.3, herein or as otherwise required by law. -

Section 8.2. List of Equity Owners. Upon written request of any Member, the
Manager shall provide a list showing the names, addresses, and Units of all Equity Owners.

Section 83. Company Books. In accordance with Section 10.7 herein, the Manager
shall maintain and preserve, during the term of the Company, and for five (5) years thereafter, all
accounts, books, and other relevant Company documents. Upon reasonable request, each
Member shall have the right, during ordinary business hours, to inspect and copy such Company
documents at the requesting Equity Owner's expense.

Section 8.4. Priority and Return of Capital. No Equity Owner shall have priority
over any other Equity Owner, either as to the return of capital contributions or as to profits,
losses or distributions; provided that this section shall not apply to loans (as distinguished from
Capital Contributions) that an Equity Owner has made to the Company.

ARTICLE 9
CONTRIBUTIONS TO THE COMPANY

Section 9.1. Capital Accounts. An individual capital account shall be established and
maintained for each Member and has been or shall be credited with the amount of each Member's
initial capital contribution to the Company. Whenever there are two or more Members, each
Member's capital account shall be determined and maintained throughout the term of the
Company in accordance with all applicable provisions the Code and the Treasury Regulations
promulgated thereunder, including Section 704(b) of the Code or its counterpart in any
subsequently enacted Internal Revenue Code and the provisions of this Agreement.

Section 9.2. Equity Owners' Capital Contributions. Concurrently with the
execution of this Agreement, each Initial Member shall contribute to the Company the
appropriate amount as set forth in Exhihit A attached hereto.

Section 93. Additional Contributions. The undersigned recognizes that the income
produced by the Company may be insufficient to pay the Company's operating costs. The term
"operating costs" shall include, without limiting the generality of said term, all real estate taxes
and assessments and other state and governmental charges, insurance premiums, costs of repair
and maintenance. cost of improvements, and the principal and interest payments required to be
made on any loans or mortgages of the Company. If, in the opinion of the Manager, additional
funds are required to pay the operating costs of the Company, the Manager shall notify all of the
Members of the amount needs for such operating costs. Upon the affirmative vote of the
Members owning a majority interest, such additional funds shall be contributed by each Equity
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Owner in proportion to his ownership of Units. .Each Equity Owner shall be required to make
such additional Capital Contributions as shall be determined by the affirmative vote of the
Members owning a majority interest to be reasonably necessary to meet the operating costs of the
Company. Upon the making of any such determination, the Manager shall give written notice to
each Equity Owner specifying the aggregate amount and such Equity Owner's share (determined
pro rata in proportion to Units) of the required additional contribution, and each Equity Owner
shall deliver to the Company its share thereof no later than 30 days following the date such notice
is given. In the event any Equity Owner (the "Defaulting Equity Owner") fails to make that
Equity Owner's additional contribution as provided herein, all Equity Owners (the
"Nondefaulting Equity Owners") who have made their additional contribution hereunder shall be
offered the opportunity to make the additional contribution that such Equity Owner has failed to
make. In addition, the Manager may issue additional Units to the Nondefaulting Equity Owners
who made their contributions in an amount to be determined by the Manager to be fair and
reasonable considering the amount of additional contributions, provided that in the event the
defaulting Equity Owner reimburses the nondefaulting Equity Owners who have made the
defaulting Equity Owner's additional contribution plus interest at the prime interest rate quoted in
the Wall Street Journal on the date of reimbursement plus four (4) percentage points within six
months after the Nondefaulting Equity Owners have made their contributions, the Manager shall
issue sufficient additional Units to Equity Owners to restore the ratio of Equity Owners Units to
the ratio that existed before the call for additional contributions. None of the terms, covenants,
obligations or rights contained in this Section 9.3 is or shall be deemed to be for the benefit of
any Person or entity other than the Members and the Company, and no such third Person shall
under any circumstances have any right to compel any actions or payments by the Manager
and/or the Members.

ARTICLE 10
UNITS

Section 10.1. Classes of Units. The Company shall have one class of Units. Each Unit
shall have equal rights and preferences in the assets of the Company.

Section 10.2. Distributions.

a. Distributions shall be distributed to the Members in proportion to Units.

b. Distributions shall be made at such times as determined by the Manager in their sole
discretion. All amounts withheld pursuant to any provisions of federal, state or local tax
law with respect to any payment or distribution to the Members from the Company shall
be treated as amounts distributed to the relevant Member or Members pursuant to this
Section 10.2.

Section 10.3. Limitation Upon Distributions. No distribution shall be declared and
paid that would be prohibited under the Act.
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Section 10.4. Interest On and Return of Capital Contributions. No Member shall be
entitled to interest on its Capital Contribution or to return of its Capital Contribution, except as
otherwise specifically provided for herein.

Section 10.5. Loans to Company. Nothing in this Agreement shall prevent any
Member from making secured or unsecured loans to the Company in accordance with terms and
conditions approved by the Manager.

Section 10.6. Accounting Period. The Company's accounting period shall be the
calendar year.

Section 10.7. Records, Audits and Reports. At the expense of the Company, the
Manager shall maintain records and accounts of all operations and expenditures of the Company.
At a minimum the Company shall keep at its principal place of business the following records:

a. A current list of the full name and last known business, residence, or mailing
address of each past and present Equity Owner;

b. A copy of the Certificate of Formation of the Company and all amendments
thereto, together with executed copies of any powers of attorney pursuant to which any
amendment has been executed;

c. Copies of the Company's federal, state, and local income tax returns and reports, if
any, for the four (4) most recent years;

d. Copies of the Company's currently effective Agreement, copies of any writings
permitted or required with respect to a Member's obligation to contribute cash, property
or services, and copies of any financial statements of the Company for the three most
recent years;

e. Minutes of every annual, special meeting and court-ordered meeting; and

f. Any written consents obtained from Members for actions taken by Members
without a meeting.

ARTICLE II
TRANSFERABILITY AND WITHDRAWAL

Section 11.1. Withdrawal. Any Equity Owner (the withdrawing Equity Owner) who
wishes to withdraw may give notice to the Company and the other Equity Owners, in which
event the Company shall have the right. but not the obligation, to redeem the withdrawing Equity
Owner's Units for an amount equal the redemption price for those Units determined at the time of
withdrawal. If the Company elects to repurchase the withdrawing Equity Owner's Units, the
redemption price is to be paid without interest in six (6) equal annual installments commencing
seventy-five (75) days after the Company's receipt of the notice of withdrawal. The Company shall
have the right to assign the right to purchase the withdrawing Equity Owner's Units to one or more
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other persons, in which case such other Persons shall have the right to purchase the withdrawing
Equity Owner's interest as provided in this Section 11.1. In the event the Company and other
Persons do not purchase all of the withdrawing Equity Owrner's Units, the X ithdrawing Equity
Owner, if a Member, shall cease to be a Member, but shall otherwise remain as an Equity Owner.

Section 11.2. Transfer of Interest. Except as otherwise specifically provided in this
ARTICLE 11, no Equity Owner shall have the right to sell, assign, transfer, exchange or
otherwise transfer (collectively, for purposes of this ARTICLE 11 "Sell" or "Sale"), all or any of
such Equity Owner's Units. Each Equity Owner hereby acknowledges the reasonableness of the
restrictions on the sale of Units imposed by this Agreement in view of the Company purposes
and the relationship of the Equity Owners. Accordingly, the restrictions on sale contained herein
shall be specifically enforceable. In the event that any Equity Owner pledges or otherwise
encumbers any of that Equity Owner's Units as security for repayment of a liability, any such
pledge or hypothecation shall be made pursuant to a pledge or hypothecation Agreement that
requires the pledgee or secured party to be bound by all the terms and conditions of this
ARTICLE I 1.

Section 11.3. Right of First Refusal.

a. A Selling Equity Owner desiring to sell all or any portion of the Selling Equity
Owner's Units to a Person shall obtain from such Person a bona fide written offer to
purchase such interest, stating the terms and conditions upon which the sale is to be made
and the consideration offered therefore. The Selling Equity Owner shall give written
notification to the Company's remaining Equity Owners, by certified mail or personal
delivery of its intention to sell such interest, furnishing to the remaining Equity Owners a
copy of the aforesaid written offer to acquire such interest.

b. The Company or the remaining Equity Owners, and each of them shall, on a basis
Pro Rata in proportion to Units or on a basis Pro Rata in proportion to Units of those
remaining Members exercising their right of first refusal, have the right to exercise a right
of first refusal to purchase all (but not less than all) of the interest proposed to be sold by
the Selling Equity Owner for a price equal to the price stated in the written offer. The
price to be paid for such Units shall be paid upon the same terms and conditions as stated
in the aforesaid written offer to purchase. If the Company, remaining Equity Owners or
both elect to purchase the Selling Equity Owner's Interest, they shall notify the Selling
Equity Owner by giving written notification to the Selling Equity Owner, by certified
mail or personal delivery, of their intention to do so within thirty (30) days after receiving
written notice from the Selling Equity Owner. The failure of the Company, the remaining
Equity Owners (or any one or more of them) to so notify the Selling Equity Owner of
their desire to exercise this right of first refusal within said thirty (30) day period shall
result in the termination of the right of first refusal and the Selling Equity Owner shall be
entitled to consummate the sale of its interest in the Company, or such portion of its
interest, if any, with respect to which the right of first refusal has not been exercised, to
such third party purchaser, subject to the limitations imposed by Section 11.4 below.
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In the event the remaining Equity Owners (or any one or more of the remaining
Equity Owners) give written notice to the Selling Equity Owner of their desire to exercise
this right of first refusal and to purchase all of the Selling Equity Owner's interest in the
Company which the Selling Equity Owner desires to sell upon the same terms and
conditions as are stated in the aforesaid written offer to purchase, the remaining Members
shall have the right to designate the time, date and place of closing, provided that the date of
closing shall be within ninety (90) days after receipt of written notification from the Selling
Equity Owner of the third party offer to purchase.

c. In the event of either the purchase of the Selling Equity Owner's Units in the
Company by a Person or the purchase of Units from the Company pursuant to any option,
and as a condition to recognizing one or more of the effectiveness and binding nature of
any such sale and (subject to Section 11.4, below) admission of the proposed transferee as
a Member as against the Company or otherwise, the remaining Members may require the
Selling Equity Owner and the proposed transferee to execute, acknowledge and deliver to
the remaining Members such instruments of transfer, assignment and assumption and
such other certificates, representations and documents, and to perform all such other acts
which the remaining Members may deem necessary or desirable to:

(i) Constitute such transferee as an Equity Owner;

(ii) Confirm that the transferee has accepted, assumed and agreed to be subject
and bound by all of the terms, obligations and conditions of the Agreement, as the
same may have been further amended (whether such Person is to be admitted as a
Member or will merely be a Unit owner);

(iii) Preserve the Company after the completion of such sale under the laws of
each jurisdiction in which the Company is qualified, organized or does business;

(iv) Maintain the status of the Company as a partnership for federal tax
purposes; and

(v) Assure compliance with any applicable state and federal laws including
securities laws and regulations.

d. Any sale of a Unit or admission of a Member in compliance with this ARTICLE
11 shall be deemed effective as of the last day of the calendar month in which the
remaining Members' consent thereto was given. or. if no such consent was required then
on such date that the transferee complies with Section I 1.3(c). The Selling Equity Owner
agrees, upon request of the remaining Members. to execute such certificates or other
documents and perform such other acts as may be reasonably requested by the remaining
Members from time to time in connection with such sale or admission of the transferee as
a Member. The Selling Equity Owner hereby indemnifies the Company and the
remaining Members against any and all loss, damage, or expense (including, without
limitation, tax liabilities or loss of tax benefits) arising directly or indirectly as a result of
any transfer or purported transfer in violation of this ARTICLE I 1.
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Section 11.4. Transferee or Optionee Not Member in Absence of Unanimous
Consent. A transferee of Units, or an optionee acquiring Units through the exercise of an option
who was not a Member before the transfer or exercise shall not be admitted as a Member unless
the transferee or optionee is admitted as a Member in accordance with Section 4.2. Unless
admitted as a Member, such transferee or optionee shall have no right to participate in the
management of the business and affairs of the Company or to become a Member.

a. Upon and contemporaneously wNith any transfer or redemption by the Company of
all Units owned by a Member, such Member shall cease to have any further rights under
this Agreement.

b. The restrictions on transfer contained in this Section 11.4 are intended to comply
(and shall be interpreted consistently) with the restrictions on sale set forth in Sections
18-702 and 18-704 of the Act.

Section 11.5. Specific Enforcement. Because of the unique relationship of the Equity
Owners and the Company and the unique value of their interests therein, in addition to any other
remedies for breach hereof, the provisions of this Agreement concerning sale of Units shall be
specifically enforceable.

The Manager, with the unanimous consent of the Members,shall admit Unit owners as
Members and may admit new Members and issue Units and accept such Capital Contributions as
the Manager determines from time to time. In addition, the Manager, with the consent of Members
owning a majority interest, may grant options to any Person or entity acceptable to the Members by
their unanimous vote thereof may become a Member in this Company either by the issuance by the
Company of Membership Interests for such consideration as the Members by their unanimous votes
shall determine, or as a Member, subject to the terms and conditions of this Agreement.

ARTICLE 12
DISSOLUTION AND TERMINATION

Section 12.1. Dissolution. The Company shall be dissolved upon the written agreement
of all of the Members. Notwithstanding any provision of the Act to the contrary, the Company
shall continue and not dissolve as a result of the death, retirement, resignation, expulsion,
bankruptcy, or dissolution of any Member or any other event that terminates the continued
Membership of the Member.

Section 12.2. Winding Up, Liquidation and Distribution of Assets.

a. Upon dissolution, the Manager shall immediately proceed to wind up the affairs of
the Company.

b. Upon the winding up of the Company, the assets shall be distributed as follows:

(i) First. to creditors, including Equity Owners and Managers who are
creditors in satisfaction of liabilities of the Company (whether by payment or the
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making of reasonable provision for payment thereof) other than liabilities for
which reasonable provision for payment has been made; and

(ii) Then, to Equity Owners pro rata in proportion to Units.

Section 123. Certificate of Cancellation. When all debts, liabilities and obligations
have been paid and discharged or adequate provisions have been made therefore and all of the
remaining property and assets have been distributed to the Members, a certificate of cancellation
shall be prepared, executed and filed in accordance with the Act.

Section 12.4. Return of Contribution Nonrecourse to Other Members. Except as
provided by law or as expressly provided in this Agreement, upon dissolution, each Member
shall look solely to the assets of the Company for the return of his or its Capital Contribution. If
the distribution provided in Section 12.2 is insufficient to return the Capital Contribution of one
or more Members, such Member or Members shall have no recourse against the Company or any
other Member.

ARTICLE 13
TAXATION MATTERS

Section 13.1. Scope of ARTICLE 13. This ARTICLE 13 addresses certain issues of
the taxation of the Company and its Members and is not intended to affect any other economic
rights of the Members. To the extent any provision of this ARTICLE 13 is inconsistent with any
other provision of this Agreement, such other provision shall govern.

Section 13.2. Company Treated as a Partnership-Election To Be Treated as
Corporation. The Company shall be treated as a partnership for federal tax purposes and shall
not elect to be treated as a corporation under Treasury Regulations Sec. 301.7701-3© unless such
treatment is approved by Members owning a majority interest. If such election is approved, any
Manager may execute the election to be treated as a corporation.

Section 13.3. Allocation of Tax Items.

a. Tax Items shall be allocated among the Equity Owners in accordance with the
Equity Owner's interest in the Company. In allocating Tax Items, the allocations should
consider the Members' relative contributions to the Company, the interests of the
Members in economic profits and losses, the interests of the Members in cash flow and
other non-liquidating distributions, and the rights of the Members to distribution upon
liquidation.

b. To the extent consistent with Code Section 704(b), the Company should allocate
Tax Items as if it maintained capital accounts in accordance with Treasury Regulations
Sec. 1.704-1(b)(2)(iv) which are credited or charged with tax items in such a manner to
cause the capital accounts to equal the amount that would be distributed on liquidation at
the close of each fiscal year. In making allocations, the capital accounts should be
computed without an obligation to restore deficit capital accounts as described in
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Treasury Regulations Sec. 1.704-1(b)(2)(c), with a "qualified income offset" as defined in
Treasury Regulations Sec. 1.704-1(b)(2)(d)(6). in which capital accounts are revalued as
provided in Treasury Regulations Sec. 1.704-1(b)(2)(iv)(f) and in which built in gain and
built in loss as defined Treasury Regulations Sec. 1.704-3(a)(3) and differences between
book value and tax basis as a result of revaluation as described in Treasury Regulations
Sec. 1.704-3(a)(6) is accounted for using the traditional method of making section 704(c)
allocations as described in Treasury Regulations Sec. 1.704-3(b).

c. Returns and Other Elections. The Manager shall cause the preparation and timely
filing of all tax returns required to be filed by the Company in each jurisdiction in which the
Company does business. Copies of such returns, or pertinent information therefrom, shall
be furnished to the Members within a reasonable time after the end of each fiscal year.

All elections permitted to be made by the Company under federal or state laws and
the appointment of the tax matters partner for purposes of Code Sec. 6231 shall be-made by
the Manager.

ARTICLE 14
MISCELLANEOUS PROVISIONS

Section 14.1. Accounting Principles. The profits and losses of the Company shall be
determined in accordance with generally accepted accounting principles applied on a consistent
basis using the accrual method of accounting. It is intended that the Company will elect those
accounting methods that provide the Company with the greatest tax benefits.

Section 14.2. Notices. Any notice, demand, or communication required or permitted to
be given by any provision of this Agreement shall be deemed to have been sufficiently given or
served for all purposes if delivered personally to the party or to an executive officer of the party
to whom the same is directed or, if sent by registered or certified mail, postage and charges
prepaid, addressed to the Member's and/or Company's address, as appropriate, which is set in
Exhihit A attached hereto. Except as otherwise provided herein, any such notice shall be deemed
to be given three (3) business days after the date on which the same was deposited in a regularly
maintained receptacle for the deposit of United States mail, addressed and sent as aforesaid.

Section 14.3. Books of Account and Records. Proper and complete records and books
of account shall be kept or shall be caused to be kept by the Manager. Such books and records
shall be maintained as provided in Section 10.7. The books and records shall be maintained at
the principal place of business of the Company and shall be open to the reasonable inspection
and examination of the Members, Assignees or their duly authorized representatives during
reasonable business hours.

Section 14.4. Application of Delaware Law. This Agreement, and the application of
interpretation hereof, shall be governed exclusively by its terms and by the laws of the State of
Delaware, and specifically the Act.
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Section 14.5. Confidentiality. Except as contemplated hereby or required by a court of
competent authority, each Member shall keep confidential and shall not disclose to any third
party and shall use its reasonable efforts to prevent its affiliates, employees, agents, and
representatives from disclosing to third parties without the prior written consent of the Manager
any information which (l) pertains to this Agreement, any negotiations pertaining hereto, any of
the transactions contemplated hereby, or the business of the Company, or (2) pertains to
non-public or proprietary information of any Member or the Company or which any Member has
labeled in writing as confidential or proprietary; provided that any Member may disclose such
information to its affiliates, employees, agents, and representatives. No Member shall use, and
each Member shall use its best efforts to prevent any affiliate of such Member from using, any
information which (1) pertains to this Agreement, any negotiations pertaining hereto, any of the
transactions contemplated hereby, or the business of the Company, or (2) pertains to nonpublic or
proprietary information of any Member of the Company or which any Member has labeled in
writing as confidential or proprietary, except in furtherance of the business of the Company.

Section 14.6. Waiver of Action for Partition. Each Member and assignee irrevocably
waives during the term of the Company any right that it may have to maintain any action for
partition with respect to the property of the Company.

Section 14.7. Amendments. This Agreement may not be amended except by the
unanimous written agreement of all the Members.

Section 14.8. Execution of Additional Instruments. Each Member hereby agrees to
execute such other and further statements of interest and holdings, designations, powers of
attorney and other documents or instruments as may be necessary to comply with any laws, rules
or regulations.

Section 14.9. Waivers. The failure of any party to seek redress for violation of, or to
insist upon the strict performance of any covenant or condition of this Agreement shall not
prevent a subsequent Act that would have originally constituted a violation, from having the
effect of an original violation.

Section 14.10. Rights and Remedies Cumulative. The rights and remedies provided by
this Agreement are cumulative and the use of any one right or remedy by any party shall not
preclude or waive the right to use any or all other remedies. Said rights and remedies are given
in addition to any other rights the parties may have by law. statute, ordinance or otherwise.

Section 14.11. Severabiliht. If any provision of this Agreement or the application thereof
to any Person or circumstance shall be invalid. illegal or unenforceable to any extent, the
remainder of this Agreement and the application there of shall not be affected and shall be
enforceable to the fullest extent permitted by law.

Section 14.12. Successors and Assigns. Each and all of the covenants, terms, provisions
and Agreements herein contained shall be binding upon and inure to the benefit of the parties
hereto and. to the extent permitted by this Agreement, their respective successors and assigns.

20
I:ldbmI4Y2'514388210perating Agreement NVEF v. 4.doc



Section 14.13. Creditors. None of the provisions of this Agreement shall be for the
benefit of, or enforceable by any creditors of the Company.

Section 14.14. Counterparts. This Agreement may be executed in counterparts, each of
which shall be deemed an original but all of which shall constitute one and the same instrument.

Section 14.15. Rule Against Perpetuities. Parties hereto intend that the Rule. Against
Perpetuities (and any similar rule of law) not be applicable to any provisions of this Agreement.
However, notwithstanding anything to the contrary in this Agreement, if any provision in this
Agreement would be invalid or unenforceable because of the rule against perpetuities or any similar
rule of law but for this Section 14.15, the parties hereto hereby agree that any future interest which
is created pursuant to said provision shall cease if it is not vested within twenty-one years after the
death of the survivor of the group composed of the undersigned Members and their living issue as
of the Effective Date.
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CERTIFICATE

The undersigned hereby agree, acknowledge and certify that the foregoing Operating
Agreement, consisting of 22 pages, excluding the Table of Contents and attached Exhibits,
constitutes the Agreement of NEF Series 2004, LLC adopted by the Members of the Company as of
the Effective Date.

COMPANY:

NEF Series 2004, LLC

By:_ _ __
E. James Ferland
President and Chief Executive Officer

MEMBER:

Louisiana Energy Services, L.P.

By: :f ° A
E. Jaes Ferland
President and Chief Executive Officer
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EXHIBIT A

MEMBER CONTRIBUTIONS

Member

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109 -

Initial Capital
Contribution

$100

Initial Units

100

Exhibit A
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EXHIBIT F

AUTHORIZING RESOLUTIONS

K>-
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ACTION BY SOLE MEMBER
of

NEF SERIES 2004, LLC

The undersigned, being the Sole Member of NEF Series 2004, LLC, a Delaware limited

liability company ("the Company"), in lieu of holding a special meeting, hereby takes the

following actions and adopts the following resolutions pursuant to Section 18-302 of the

Delaware Limited Liability Company Act and Section 4.3 of the Company's Operating

Agreement:

1. APPOINTMENT OF OFFICERS.

Resolved, that, pursuant to Sections 5.2 and 6.1 of the Company's Operating Agreement,
E. James Ferland is appointed as the Manager and President and Chief Executive Officer
("CEO") of the Company (referred to herein as "the President") until such time as he resigns or
is removed from such offices, and is given the customary duties and powers of limited liability
company manager as well as those of a corporate president and CEO.

Further Resolved, that, pursuant to Section 6.1 of the Company's Operating Agreement,
John W. Lawrence is appointed as the Secretary of the Company until such time as he resigns or
is removed from that office, and is given the customary duties and powers of a corporate
secretary in addition to such duties and powers as the President may delegate to him from time to
time.

2. PURCHASE OF BOND.

Resolved, that the Company is authorized to purchase and to hold that certain industrial
revenue bond (the "Bond") to be issued by the Lea County, State of New Mexico, a political
subdivision of the State of New Mexico acting through its Board of County Commissioners (the
"County") involving the construction, establishment and operation of a uranium enrichment
facility by Louisiana Energy Services, L.P., a Delaware limited partnership ("the Partnership"),
as agent for the County, and to enter into certain agreements and other documents including, but
not limited to, a Bond Purchase Agreement and an Indenture in connection with the issuance of
the Bond.

Further Resolved, that the President is authorized to take all actions and execute all
documents, certificates and other instruments necessary on behalf of the Company to purchase
and hold the Bond and consummate the transactions contemplated by the Bond Purchase
Agreement and the Indenture.
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3. REGISTRATION OF THE COMPANY.

Resolved, that the President is authorized and directed to register the Company with such
state or federal agencies, including taxing authorities, as may be necessary to authorize the
Company to lawfully conduct business in New Mexico.

4. DELEGATION OF AUTHORITY.

Resolved, that, pursuant to Section 5.1 of the Company's Operating Agreement, those
powers of the Manager and restrictions on the authority of the Manager set forth in Sections
7.1(a), (b) and (c) are delegated to the President and CEO.

Resolved Further, that, pursuant to Section 5.1 of the Company's Operating Agreement,
those duties set forth in Section 8.3 are delegated to the President and CEO and Secretary.

Resolved Further, that the President and the Secretary are authorized to delegate to the
officers, agents, and employees of the Company so much of their authority as they deem
necessary or convenient to the Company's operations.

5. OTHER RESOLUTIONS.

Resolved, that all actions which have previously been taken by the President or the
Secretary, or by any employee, agent, attorney, and independent contractor of the Company in
connection with the transactions contemplated by any of the foregoing resolutions be, and they
hereby are, approved, ratified, and confirmed in all respects.

Further Resolved, that the President and Secretary are authorized and directed, for and
on behalf of the Company, to take such actions and do such things, and to execute and deliver
such agreements, instruments, certificates, waivers, consents and other documents, to make any
changes or amendments to any of the foregoing and to institute or defend, on the advice of
counsel, all such litigation, as they may deem necessary, appropriate, or convenient to effectuate
the purpose and intent of, and to consummate the transactions contemplated by, each of the
foregoing resolutions, the authority for the making of such agreements, instruments, certificates,
waivers, consents, and other documents to be conclusively evidenced thereby.

Further Resolved, that a copy of this Action by Sole Member be filed in the minute book
of the Company.

The actions taken by this Action of Sole Member shall have the same force and effect as

if taken by the Sole Member at a meeting of the Members, duly called and constituted pursuant

to the Operating Agreement and the Delaware Limited Liability Company Act.

2
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IN WITNESS WHEREOF, the undersigned, being the Sole Member of the Company,

has executed this Action by Sole Member as of January 22, 2004.

LOUISIANA ENERGY SERVICES, L.P.

By: 2
E.ames Ferland
President and Chief Executive Officer

3
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$1,800,000,000
LEA COUNTY, NEW MEXICO

INDUSTRIAL REVENUE BOND
(NATIONAL ENRICHMENT FACILITY PROJECT)

SERIES 2004

DEPOSITORY CERTIFICATE

The undersigned officer of Bank of Albuquerque, N.A., a national banking association,
(the "Depository"), appointed as depository under the Indenture dated the date hereof (the
"Indenture") among Lea County, New Mexico, a political subdivision of the State of New
Mexico acting through its Board of County Commissioners, NEF Series 2004, LLC, a Delaware
limited liability company, and the Depository, certifies on behalf of the Depository that:

1. I am an officer of the Depository, and, as stated on the resolution of the directors
of the Depository attached as Exhibit A hereto, am authorized to execute and deliver this
certificate on behalf of the Depository.

2. The Indenture has been duly executed and delivered by the Depository.

3. The Depository has all necessary corporate and trust powers required to execute
and deliver, and to perform its obligations under, the Indenture.

4. To the best of my knowledge, the execution and delivery by the Depository of the
Indenture and the performance by the Depository of its obligations under the Indenture will not
conflict with or constitute a breach of or default under any law, administrative regulation,
consent decree, or any agreement or other instrument to which the Depository is subject or by
which the Depository is bound.

Dated: January 22, 2004

BANK OF ALBUQUERQUE, N.A.

By:
Helene Cobos-Chenier
Vice President and Trust Officer

Attest: .

Its: Assistant Vice President and Trust Officer
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EXHIBIT A

INCUMBENCY CERTIFICATE
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EXCERPT OF JOINT RESOLUTION REGARDING THE ORGANIZATION AND OPERATION OF THE
TRUST DIVISION OF

BANK OF ALBUQUERQUE, N.A.
BANK OF ARKANSAS, N.A.
BANK OF OKLAHOMA, N.A.

BANK OF TEXAS, N.A.
BANK OF TEXAS TRUST COMPANY, N.A.

and
SOUTHWEST TRUST COMPANY

F*4*

"RESOLVED, that the senior fiduciary officer of each entity {Bank of Albuquerque,
N.A. (BAQ), Bank of Arkansas, N.A. (BARK), Bank of Oklahoma, N.A. (BOK), and Bank of
Texas, N.A. (BOT), Bank of Texas Trust Company (BOTTC), and Southwest Trust
Company (SWTC)) shall be responsible for the day-to-day executive management of
respective entities. Trust Officers appointed from time to time by the Boards of Directors
or Board Trust Committees shall have the authority to execute, on behalf of the
respective organizations, contracts, documents, or papers pertaining to the performance
of the fiduciary powers of and, if necessary, to cause the seal of the organization to be
affixed thereto; and the senior fiduciary officer of BAQ, BARD, B0K, BOT, BOTTC, and
SWTC shall designate those Trust Officers and staff members who are authorized and
empowered, and the limits of such authority, to purchase or otherwise acquire, sell,
assign, transfer and deliver all shares of stocks, bonds, debentures, notes, real estate,
evidence of indebtedness, deeds, conveyances, contracts, including oil and gas interests
of all kinds and of contracts for the development thereof, and to execute mortgages, and
releases of mortgages on any and all property or securities now or hereafter standing in
the name of the organization in any. fiduciary capacity, and to make, execute, and deliver,
any and all written instruments necessary or proper to effectuate the authority hereby
delegated.'

All other officers and agents designated by the respective Boards of Directors and assigned to
the Trust Division, shall, under the supervision of the senior fiduciary officer, perform any duties as may
be required of such last name officer or agent, and may exercise any of the powers and authorities by
this Resolution vested in him/her.

CERTIFICATION

I, the undersigned, Secretary of Bank of Albuquerque, N.A.; Bank of Arkansas, N.A. Bank of
Oklahoma, N.A.; and Bank of Texas, N.A. hereby certify that the above is a true and correct excerpt
from the Joint Resolution Regarding the Organization and Operation of Bank of Albuquerque, N.A., Bank
of Arkansas, N.A., Bank of Oklahoma, N.A.; Bank of Texas, N.A.; Bank of Texas Trust Company, N.A.;
and Southwest Trust Company, passed at a regular monthly meeting as reflected by the Minutes in the
Minute Book of said entity, and I further certify that at said meetings, a quorum of the Directors was
present and voting throughout, and I further certify that the following officers and agents are duly
elected, qualified, and now acting:

Dated this _2nd _ day of JaCVnalr! . '2o4.

Frederic DoBwas ry, ,ank of Albuquerque, N.A.;
Bank of Arkapds, N.A.; Bank of Oklahomna, N.A.;
and Bank of Texas, N:.A.



(
BANK OF ALBUQUERQUE. N.A-

BANK OF ARKANSAS, N.A.
BANK OF OKLAHOMA, N.A.

BANK OF TEXAS, N.A.
BANK OF TEXAS TRUST COMPANY. N.A.

SOUTHWEST TRUST COMPANY

TRUST DIVISION AUTHORIZED SIGNATURES AND INITIALS

ft*.1v.d .M
SW 5 Sm-w"e Prn0d.w
VP *VI"e rndWe
AW * A.51StS'4 Vice Pr"Nd..d

CI Cm.1 k..elt.... o~flc

rTo T.11 mts 0551

TOO * Tvwt OPw,0.A Ome.r
T10 . TnniJrwtb.. 05555.

Sorted br. (1) Location; (2) Department; (3) Name

Approval:
Dhvislon Mangr

600809107 103503051 De;., LOCATION _6024642 2079-3401 'Trust Bondho der 2880606220 700t162813 7d27202650 Invest__r 966162813 Mana
(AR. NM. Tnust Funds E8 Pension Voucher Account MMOA Cash MMDA Cash MMOA Cash Fund MMDA Cash ApprNAME TITLE SIGNATURE INITIALS DEPARTMENT OIK. & TX) (S Llml) (S limit) (s Limit) (S Limit) Sweep . TX Sweep Sweep * NM Sweep Sweep - AA1e. 06;li:

EMPLOYEE BENERTS - Tuhso, Arktnsts, New Mexico

Wood. Don A. AVW &TO AR F_____|_t X

Rhoads. Christy J. VP 9 TO J NM Aibuneqnue X X X _

Employee Beemrls.- NM.
Walker. Sean C. VP & TO C .. NM A|bjKyefque X X X _IIIIII

Effloyee Ben.eftsa
Cepeda. Claudia M. To (K- T^ la/Sa OK-TiTeO __ . (g

Cowan. Carter J. AVP & TO T O9 ' OK T K- Tu X X X =_=_= _____

1 > Employee Benefits.-
Dugan. BrianJ TO J._ OKT_"_ OK_-Td X X X

Emplyee Benefitsa.
s.KarenA. V&TO OK1T4s 0K-Tu Tl OK - U | X | ) | |_ _

Emploe Benefits .Jackson. Paula A. VP&TO OK | Toss OK Tul | X X _ IIIII

Jenkin. Diane L vP & TO s
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C-
BANK OF ALBUQUERQUE, N.AZ'

BANK OF ARKANSAS, NA.
BANK OF OKLAHOMA, NA.

BANK OF TEXAS, N.A.
BANK OF TEXAS TRUST COMPANY, N.A.

COLORADO STATE BANK AND TRUST, N.A.
SOUTHWEST TRUST COMPANY

TRUST DIVISION AUTHORIZED SIGNATURES AND INITIALS

L".g.d:
EVI . Emi, Vke P,*.Id*.n
sm.*SaiorVicePrauIda
VP .Vice"Idod
AVP - AssWUd Vice PmIde*
a C1ot.4 Ibe.rOfic
STO . Sailo T-1. Ofenor
TO * TruIt ftoer
TOO . TMwI Opooilwonrr Of*
T10 . Tml tlw,,Ib,"O 0fm

Sorted by: (1) Location; (2) Department; (3) Name
Approval_

Divson Manager

600809107 103503051 700002411 Dept.
LOCATION 600024642 207923401 Trust Bondholder 2880606220 700162813 7827202650 Investor 966162813 Manage's
(AR, NM, Trust Funds EE Pension Voucher Aomunt MDA Cash MMDA Cast MMDA Cash Fund MMDA Cash Approval

NAME _ TITLE SIGNATURE INmALS DEPARTMENT OK. & TX) (S Limit) (S Lmit) ( ULmit) (S Limit) Sweep - TX Sweep Sweep. NM Sweep Sweep -Ark. (Initials)

CORPORATE TRUST. ALL LOCATIONS

Corporate Trust.-0
Bailey. Barbara E. vP a TO ______*OKC OK - OKC x = X _ _ __

&prte Trust - NM.
Cobos-Chenler. Helene VP&TO ______ NM Aibunuerrtue X X ffi

CooL, Tlmthy M. &s STO -,OKC *eTnnt OKe OK. OKC x _ x'l/ Corporate Trust .0K NI
Cennn. Dionald U V &STO mm__ .0*06 O -ON X _ ___ X ____ _______

Corporate Trust. N.K

McCoy, W. Mar VP & TO OCKC TnO OK.OKC x x __ _

.~ i,... Corporate TUnt.-OK I.
Redd-Slbgteton.RaelU. VP&TO k4 .L A--'-- _. -OCo OK .OKC x x

Sohggins. Linda G. Tro .|OKC OKOKC | _ | _ |_=_____

CroaeTrust -Ok
Shipman. M. Sue VP 6 TO A OKC OK -OKC x X
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Ir C
BANK OF ALBUQUERQUE. N.A. --

BANK OF ARKANSAS, N.A.
BANK OF OKLAHOMA. N.A.

BANK OF TEXAS, N.A.
BANK OF TEXAS TRUST COMPANY, N.A.

COLORADO STATE BANK AND TRUST. N.A.
SOUTHWEST TRUST COMPANY

TRUST DMSION AUTHORIZED SIGNATURES AND INITIALS

L.W":
EVP . Exrutoa VWe Prosid.t
SV . Som VIck 1,IdM
VP .Vk*PmkM
AVP . A*s.Itl VWce PId.,
CrO . Chr INceb o0mw
sTo *Mw Tnlet Ofncw
TO . TrTst OFcer
TOO . Tmt op f n Omer
T1O * Tt Iwbs Omfe

Sorted by,: 1) Location; (2) Department; 13) Name AtovaI:

Division Manager

600809107 103503051 700002411 Dept.
LOCATION 600024642 207923401 Trust Bondholder 2880606220 700162813 7827202650 Investor 966162813 Manager's
(AR. NM. Trust Funds EB Pension Voucher Account MMDA Cash MMDA Cash MMDA Cash Fund MMDA Cash Approval
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$1,800,000,000
LEA COUNTY, NEW MEXICO

INDUSTRIAL REVENUE BOND
(NATIONAL ENRICHMENT FACILITY PROJECT)

SERIES 2004

DEPOSITORY FEE AGREEMENT

NEF Series 2004, LLC, a Delaware limited liabilitycompany (the "Purchaser"), and the Bank
of Albuquerque, N.A., a national banking association (the "Depository"), are parties to that certain
Indenture dated the date hereof (the "Indenture") among Lea County, New Mexico, a political
subdivision of the State of New Mexico acting through its Board of County Commissioners (the
"Issuer"), the Depository and the Purchaser. Louisiana Energy Services, L.P., a Delaware limited
partnership that is registered to transact business in New Mexico (the "Company"), the Purchaser and
the Depository agree that attached hereto is the fee proposal offered by the Depository to perform its
obligations under the Indenture, which proposal is hereby accepted by the Company in accordance
with that certain Lease and Purchase Agreement dated the date hereof between the Issuer and the
Company.

Dated: January 22,2004

BANK OF ALBUQUERQUE, N.A.

By: 4- PA c~
Helene Cobos-Chenier
Vice President and Trust Officer

LOUISIANA ENERGY SERVICES, L.P.

By:4;;
E. ames Ferland
President and Chief Executive Officer

I. dbidl4275143882Wepositoryfee agreement v4.doc



NEF SERIES 2004, LLC

By:
E. Jk es Ferland
President and Chief Executive Officer
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$1,800,000,000
LEA COUNTY, NEW MEXICO
INDUSTRIAL REVENUE BOND

(NATIONAL ENRICHMENT FACILITY PROJECT)
SERIES 2004

BANK OF ALBUQUERQUE, N.A
FEE SCHEDULE

I. Acceptance Fee $500
Our acceptance fee covers the review, acceptance and assumption of all responsibilities
and duties as Trust Depository under the agreements, participation in document
conferences, establishing records and accounts, authentication and delivery of bonds,
receipt of funds, consultation with counsel and attendance at closings. This one time fee is
payable at the closing of the financing.

II. Annual Administration Fee $2,000
This annual fee includes the normal day-to-day administration of the issue performed in
accordance with the governing documents, maintenance of the Acquisition Account,
including disbursements for Related Costs, preparing and delivering Status Reports,
investing and reinvesting moneys in the Acquisition Account upon direction of the
Company and other duties and functions associated with the Trust Depository. Our annual
administration fee is billed annually in advance and the first year fee is due at closing.

III. Customized Services
Extraordinary services and fees are not included in the administration fee and will be billed
in addition to the above fees, if applicable, including such fees as (but not limited to): legal
counsel, outside accounting firms, settlement for delivery of physical securities,
publication costs and travel expenses of bank officers to attend closing.

Fees quoted and acceptance of the appointments are contingent upon review of the trust
documents. If the structure of the proposed issue changes substantially from that described
originally, Bank of Albuquerque reserves the right to revise its fees accordingly. New Mexico
gross receipts tax at the current rate will be added to the above fees.
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$1,800,000,000
LEA COUNTY, NEW MEXICO

INDUSTRIAL REVENUE BOND
(NATIONAL ENRICHMENT FACILITY PROJECT)

SERIES 2004

CLOSING MEMORANDUM

A. General Matters

The closing for the above-captioned bond issue will be on January 22,2004 at 10:00 a.m. at
the offices of Rodey, Dickason, Sloan, Akin & Robb, P.A., 201 Third St. N.W., Suite 2200,
Albuquerque, New Mexico 87102.

All transactions at the closing will be deemed to have taken place simultaneously and no
transaction to have been completed and no document to have been delivered unless and until all
transactions are completed and all documents delivered. Except as otherwise indicated, all of the
instruments listed below shall be dated, at closing, the closing date.

B. Participants and Roles

Lea County, New Mexico, acting through its
Board of County Commissioners:

Louisiana Energy Services, L.P.
(the "Company"):

Urenco Investments, Inc.:

Westinghouse Enrichment Company LLC:

Bank of Albuquerque, N.A.:

NEF Series 2004, LLC (the "Purchaser"):

Rodey, Dickason, Sloan, Akin & Robb, P.A.:

Larry Hanna, Esq.:

Modrall, Sperling, Roehl, Harris & Sisk. P.A.:

Conduit Issuer of the Bond

Conduit borrower

General Partner of the Company

General Partner of the Company

Trust Depository

Purchaser of the Bond

Bond Counsel and Special Counsel to the
Company and Purchaser

Issuer's Counsel

Issuer's Bond Counsel

I. dbmII42751438821closing memorandum vd.doc



John W. Lawrence, Esq.: Counsel to the Company and the Purchaser

E. James Ferland: President and Chief Executive Officer to the
Company
Manager and President and Chief Executive
Officer to the Purchaser

C. Transcript Copies

Counterparts of the transcript wvill be prepared for distribution as follows:

Lea County: I
Louisiana Energy Services, L.P.: 2
NEF Series 2004, LLC: 1
Bank of Albuquerque, N.A.: 1
Rodey, Dickason, Sloan, Akin & Robb, P.A.: I
Larry Hanna: 1
Modrall, Sperling, Roehl, Harris & Sisk, P.A.: I

Total copies: 8

D. Deliveries to be made at Closing

Basic Documents

1. Lease and Purchase Agreement.

2. Indenture.

3. Bond Purchase Agreement.

4. Depository Fee Agreement

Documents to be delivered by Lea County

5. Executed Bond No. R-1.

6. Issuer Certificate.

Documents to be delivered by Louisiana Energy Services. L.P.

7. Assignment.

2
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8. Bill of Sale.

9. Company Certificate.

Documents to be delivered by NEF Series 2004, LLC

10. Purchaser Certificate.

Documents to be delivered by Bank of Albuquerque, N.A.

11. Depository Certificate.

Documents to be delivered by Modrall. Sperling. Roehl, Harris & Sisk, P.A.:

12. Opinion of Counsel to the Issuer

13. Invoice for Legal Services

Documents to be delivered by Rodey. Dickason. Sloan. Akin & Robb. P.A.

14. Opinion of Bond Counsel.

15. Opinion of Counsel to the Company and the Purchaser.

3
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January 22, 2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane, Suite 204
Albuquerque, NM 87109

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane, Suite 204
Albuquerque, NM 87109

Bank of Albuquerque, National Association
201 Third Street NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of$ 1,800,000,000

Ladies and Gentlemen:

We have acted as Bond Counsel in connection with the issuance and sale by Lea County,
New Mexico, a political subdivision of the State of New Mexico acting through its Board of
County Commissioners (the "Issuer"), of its Industrial Revenue Bond (National Enrichment
Facility Project) Series 2004 in the maximum principal amount of$1,800,000,000 (the "Bond").

The Bond wvill bear interest on the outstanding principal amount at 5% per annum, will be
dated January 22, 2004 (the "Issue Date") and will mature on January 22, 2034 (the "Maturity
Date"). Interest on the Bond is payable on each anniversary of the Issue Date, beginning on
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Louisiana Energy Services, L.P.
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January 22, 2005, until and including the Maturity Date. The entire principal amount of the
Bond will be payable in one payment on the Maturity Date.

The Bond is subject to redemption prior to maturity as described in the Indenture dated
the date hereof (the "Indenture") among the Issuer, NEF Series 2004, LLC, a Delaware limited
liability company (the "Purchaser"), and Bank of Albuquerque, National Association,
Albuquerque, New Mexico, as Depository (the "Depository").

The principal of, interest on and redemption price of the Bond are not general obligations
of the Issuer but special limited obligations payable by the Issuer solely from certain revenues
pledged under the Indenture.

Neither the faith and credit nor the taxing power of the State of New Mexico or of any of
its political subdivisions, including the Issuer, is pledged to the payment of the principal of,
interest on or redemption price of the Bond. The principal of, interest on and redemption price
of the Bond will never constitute a debt or indebtedness of the Issuer within the meaning of any
provision or limitation of the constitution or laws of the State of New Mexico. The Bond will
never constitute nor give rise to a pecuniary liability of the State of New Mexico or any of its
political subdivisions, including the Issuer, or a charge against their general credit or taxing
powers.

In connection with the issuance of the Bond we have examined: (a) a certified copy of
Bond Ordinance No. 58 adopted December 16, 2003 by the governing body of the Issuer,
authorizing the issuance of the Bond (together, the "'Bond Ordinance"), pursuant to and under the
provisions of Chapter 4, Article 59 New Mexico Statutes Annotated, 1978 Compilation, as
amended (together with the Bond Ordinance, the "Act"); (b) the executed Bond; (c) executed
counterparts of the Indenture, the Lease and Purchase Agreement dated the date hereof (the
"Lease") between the Issuer and Louisiana Energy Services, L.P., a Delaware limited partnership
(the "Company") and the Bond Purchase Agreement dated the date hereof among the Issuer, the
Company, and the Purchaser (the "Bond Purchase Agreement" and, together with the Indenture
and the Lease, the "Bond Documents"); and (d) such other opinions, documents, certificates and
letters as we deem relevant in rendering this opinion.

For purposes of the opinions set forth below, we have assumed with your permission:

A. that each of the Bond Documents and each other document and instrument
relating to the Bond has been duly authorized, executed and delivered by each party thereto other
than the Issuer and each Bond Document is the legal, valid and binding obligation of each party
thereto other than the Issuer, and is enforceable against each such party in accordance with its
terms; and
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B. that the execution, delivery and performance of the Bond Documents by any party
will not violate or be in conflict with, or result in the violation of any of the terms, conditions, or
provisions of, or constitute default, or require approval or consent under New Mexico and federal
law and applicable regulations, any agreements or other documents or instruments or any
judgment, decrees or other orders to which such party is a party or to which any such party may
be subject.

Based on such examination and the assumptions, and subject to the qualifications set
forth in this letter, we are of the opinion that:

1. The Issuer is a governmental subdivision of the State of New Mexico and has the power
and authority, under the constitution and laws of the State of New Mexico, including the
Act, to execute and deliver the Bond Documents, and to authorize, execute, issue and
deliver the Bond.

2. The terms and provisions of the Bond and the Bond Documents comply in all respects
with the requirements of the Act.

3. The Bond has been validly authorized, executed and issued in accordance with the laws
of New Mexico and represents the valid and binding special limited obligation of the
Issuer.

4. The Bond Documents have been duly authorized, executed and delivered by the Issuer
and, assuming due authorization, execution and delivery by the other parties thereto, the
Bond Documents and the Bond constitute legal, valid and binding special limited
obligations of the Issuer enforceable against the Issuer in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting creditors' rights generally and general
principles of equity.

5. Neither the Bond nor the Lease is required to be registered under any New Mexico or
federal securities law. The Indenture is not required to be qualified under the Trust
Indenture Act of 1939, as amended.

6. The provisions of Rule 15c2-12 of the Securities and Exchange Commission are not
applicable to this transaction inasmuch as the Bond is being sold in a private sale without
participation of an underwriter.

Each of the opinions expressed above is subject to the following further qualifications,
whether or not such opinions refer to such qualifications:
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(i) The collateral pledged and in which a security interest is granted under the
Indenture is personal property and does not constitute any goods that are or may
become fixtures pursuant to Section 55-9-334 NMSA 1978, as amended;

(ii) Section 42A-1-24(C) NMSA 1978 (2001 Supp.) provides that a court
which has heard and adjudicated a condemnation proceeding has the power over
the condemnee's compensation to "make orders as the court deems necessary with
respect to encumbrances, liens, rents, insurance and other just and equitable
charges";

(iii) We express no opinion as to any title matters, liens or priority of liens on,
or as to the creation of security interests or the perfection or priority of such
security interests in, any real or personal property constituting the Project
Property (as defined in the Lease); and

(iv) We express no opinion as to the enforceability of any provisions of the
Bond Documents purporting to exculpate, indemnify or limit the liability of any
person or entity against its own negligence, failure to act or misconduct.

(v) We express no opinion as to the validity or enforceability of any
severability clause or the availability of any injunctive relief or other equitable
remedies, all of which are subject to the court's discretion.

This opinion is limited to the matters expressly stated herein and is based on the
assumptions and qualifications set forth herein and no further opinion may be inferred. This
opinion is delivered to the addressees hereof solely for use in connection with the issuance of the
Bond to the Purchaser. This letter and the opinions expressed herein may not be used or relied
upon by the addressees hereof for any other purpose and may not be relied upon for any purpose
by any person or entity other than the addressees hereof. Except for the use permitted herein and
except in connection with the preparation and customary distribution of the transcript of
proceedings relating to the issuance of the Bond, this letter is not to be quoted or reproduced in
whole or in part or otherwise referred to in any manner, nor is it to be filed with any
governmental agency or delivered to any other person without our prior written consent. We
assume no responsibility to notify the addressees hereof of any subsequent changes in the law or
of any circumstance or event which may occur after the date hereof that affect or could possibly
affect the opinions expressed herein or to otherwise supplement such opinions to reflect any such
changes in the law or the occurrence of any circumstances or event after the date hereof.

Very truly yours,

dey, Dickason, Sloan, Akin & Robb, P.A.

VW, ,d< k , /
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Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane, Suite 204
Albuquerque, NM 87109

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane, Suite 204
Albuquerque, NM 87109

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004, in the maximum principal amount of$ 1,800,000,000

Ladies and Gentlemen:

This firm has acted as special counsel to Louisiana Energy Services, L.P., a Delaware
limited partnership (the "Company"), and NEF Series 2004, LLC, a Delaware limited liability
company (the "Purchaser"), in connection with the Lease and Purchase Agreement dated the date
hereof (the "Lease") between Lea County, New Mexico, a political subdivision of the State of
New Mexico acting through its Board of County Commissioners (the "Issuer") and the Company
and the Bond Purchase Agreement dated the date hereof (the "Bond Purchase Agreement")
among the Purchaser, the Issuer and the Company, pursuant to which the Purchaser has agreed to
purchase the Issuer's Industrial Revenue Bond (National Enrichment Facility Project) Series
2004 in the maximum principal amount of $1,800,000,000 (the "Bond"), to be issued under the
Indenture dated the date hereof (the "Indenture") among the Issuer, the Purchaser and Bank of
Albuquerque, N.A., Albuquerque, New Mexico, as Depository.

We are rendering this opinion pursuant to Section 7(e)(ii) of the Bond Purchase
Agreement. In that connection we have reviewed the following and have made no other inquiry
I:\dbm\I4275\43882\opinion orcounscl to the company and purchaser v6.doc
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or investigation: (1) executed copies of the Lease, the Bond Purchase Agreement and the
Indenture (collectively, the "Bond Documents"); (2) the Company Certificate together with all
exhibits thereto executed by the Secretary of the Company as to various organizational matters
and specific authorizations in regard to the transactions contemplated under the Bond Documents
and the Purchaser Certificate together with all exhibits thereto executed by the Secretary of the
Purchaser with respect to certain organizational matters, as well as authorizations required in
connection with the purchase of the Bond; and (3) certificates issued by public officials as
follows:

(a) Certified copies of the Amended and Restated Certificate of Limited
Partnership of the Company filed January 16, 2004 with the Secretary of State
of the State of Delaware ("Delaware Secretary of State"),

(b) Certificate dated January 16, 2004, issued by the Delaware Secretary of State,
confirming that the Company is in good standing and legally existing under
the laws of Delaware,

(c) Certified copies of the Statement of Registration as a Foreign Limited
Partnership filed November 14, 2003 and the New Mexico Amendment of
Registration as a Foreign Limited Partnership filed January 20, 2004 with the
Secretary of State of the State of New Mexico (the "New Mexico Secretary of
State"),

(d) Certificate dated January 22, 2004, issued by the New Mexico Secretary of
State, confirming that the Company is registered with the New Mexico
Secretary of State,

(e) Certified copies of the Certificate of Formation of the Purchaser filed January
8, 2004 with the Delaware Secretary of State,

(f) Certificate dated January 12, 2004, issued by the Delaware Secretary of State,
confirming that the Purchaser is in good standing and legally existing under
the laws of the State of Delaware,

(g) Certified copy of the Application for Registration of the Purchaser filed
January 21, 2004 with the Public Regulation Commission of the State of New
Mexico (the "PRC"), and

(h) Certificate of Good Standing and Compliance dated January 22, 2004, issued
by the PRC, confirming that the Purchaser is registered and in good standing
under the laws of the State of New Mexico;
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(4) that Amended and Restated Agreement of Limited Partnership of the Company dated as of
December 11, 2003 as certified by its Secretary; and (5) that Operating Agreement of the
Purchaser dated as of January 22, 2004 as certified by its Secretary.

Capitalized terms used herein and not otherwise defined in this Opinion shall have the meanings
ascribed to them in the Bond Documents. As used herein, the term "knowledge" means the
current actual personal conscious awareness of facts and other information by the lawyers in the
undersigned law firm actively involved in preparing this opinion letter, but does not include
constructive knowledge or inquiry knowledge. The qualification of any statement in this letter
with respect to the existence or absence of facts "to our knowledge" means that, during the
course of our representation, no information has come to the attention of any lawyer in the
undersigned law firm actively involved in preparing this opinion letter which would give us
actual knowledge of the existence or absence of such facts. However, we have not undertaken
any investigation to determine the existence or absence of such facts, and no inference as to our
knowledge thereof shall be drawn from the fact of our representation of any party or otherwise.

For purposes of the opinions set forth below, we have assumed with your permission:

A. that each of the Bond Documents and each other document and instrument
relating to the Bond has been duly authorized, executed and delivered by each party thereto other
than the Company and the Purchaser and each Bond Document is the legal, valid and binding
obligation of each party thereto other than the Company and the Purchaser, and is enforceable
against each such party in accordance with its terms;

B. that the execution, delivery and performance of the Bond Documents by any party
(other than the Company and the Purchaser) will not violate or be in conflict with, or result in the
violation of any of the terms, conditions, or provisions of, or constitute default, or require
consent under any agreements or other documents or instruments or any judgment, decrees or
other orders to which such party is a party or to which any such party may be subject;

C. that each of the persons who has executed, sworn to, acknowledged, delivered
and/or accepted delivery on behalf of each of the parties to the Bond Documents is legally
competent and has sufficient legal capacity to execute, deliver and perform the transactions
contemplated by the Bond Documents;

D. that the conduct of the parties to the Bond Documents has complied with all
applicable requirements of good faith, fair dealing and conscionability; and that there has not
been any mutual mistake of fact or misunderstanding, fraud, duress or undue influence; and

E. that the Company will obtain all licensing, regulatory and other approvals
required in the future under New Mexico and federal law in connection with the construction,
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operation and decommissioning of the Project, and will take all actions required, relevant to the
subsequent consummation of the transactions contemplated by the Bond Documents.

Based on the assumptions and subject to the qualifications set forth in this letter, we are
of the opinion that:

1. The Company is a limited partnership duly organized and validly existing under
the laws of the State of Delaware, is registered to conduct business in the State of
New Mexico, as a foreign limited partnership, and has duly authorized the
execution, delivery and performance of the Lease and the Bond Purchase
Agreement (collectively, the "Company Documents"). The Company Documents
have been duly executed by the Company.

2. The Purchaser is a limited liability company, duly organized and validly existing
under the laws of the State of Delaware, is registered to conduct business in the
State of New Mexico as a foreign limited liability company, and has duly
authorized the execution, delivery and performance of the Bond Purchase
Agreement and the Indenture (collectively, the "Purchaser Documents"). The
Purchaser Documents have been duly executed by the Purchaser.

3. The execution, delivery and performance .by the Company of the Company
Documents and by the Purchaser of the Purchaser Documents will not (i) conflict
with, contravene, or violate the Certificate of Limited Partnership, as amended, of
the Company or the Certificate of Formation of the Purchaser or (ii) to our
knowledge, conflict with, contravene, violate or constitute a material breach of, or
default under, any law, rule, regulation, ordinance, order, consent, decree,
agreement or instrument to which the Company or the Purchaser is a party or by
which the properties of either the Company or the Purchaser, respectively, are
bound.

4. Excluding the licensing, regulatory and other approvals required under New
Mexico and federal law, with respect to the construction, operation and
decommissioning of the Project, to our knowledge, all approvals, permits,
licenses, consents, authorizations, certifications and other orders of any
governmental authority or agency necessary for the execution and delivery by the
Company of the Company Documents and the execution and delivery by the
Purchaser of the Purchaser Documents have been obtained and are in full force
and effect.

5. There is no action, suit, proceeding, inquiry or investigation before or in the Lea
County District Court and federal district court for the District of New Mexico, or
by or before any public board or body in the State of New Mexico pending or, to
our knowledge, threatened against the Company or the Purchaser which (i) seeks
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to or does restrain or enjoin the issuance or delivery of the Bond or the execution
and delivery of any of the Bond Documents, (ii) in any manner questions the
validity or enforceability of the Bond or any of the Bond Documents, (iii)
questions the authority of the Company to own or operate any of the Project or the
Project Property, or (iv) could result in an unfavorable decision, ruling or finding
that could materially adversely affect the financial condition or operations of the
Company or the Purchaser or could materially adversely affect the transactions
contemplated by the Bond Documents or the validity of the Bond. However, we
note that the NRC has commenced an investigation involving submission of the
Company's license application as described in Schedule I attached hereto.

6. The Company Documents constitute legal, valid and binding obligations of the
Company, enforceable against the Company in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting creditors' rights
generally, general principles of equity, and the exercise ofjudicial discretion.

7. The Purchaser Documents constitute legal, valid and binding obligations of the
Purchaser, enforceable against the Purchaser in accordance with their respective
terms, except as enforcement may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting creditors' rights
generally, general principles of equity, and the exercise ofjudicial discretion.

Each of the opinions expressed above is subject to the following further qualifications,
whether or not such opinions refer to such qualifications:

(a) We are admitted to practice law in the State of New Mexico, and we express no
opinion herein with respect to the application or effect of the laws of any
jurisdiction other than the existing laws of the State of New Mexico;

(b) We express no opinion as to any title matters, liens or priority of liens on, or as to
the creation of security interests or the perfection or priority of such security
interests in, any real or personal property constituting the Project Property (as
defined in the Lease);

(c) We express no opinion as to the enforceability of any provisions of the Company
Documents or the Purchaser Documents purporting to exculpate, indemnify or
limit the liability of any person or entity against its own negligence, failure to act
or misconduct;

(d) We express no opinion as to the validity or enforceability of any severability
clause or the availability of injunctive relief or any other equitable remedies, all of
which are subject to the court's discretion; and
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(e) Certain remedies, waivers and provisions of the Company Documents and the
Purchaser Documents may not be enforceable; nevertheless, subject to the
assumptions and qualifications expressed in this opinion letter, such
unenforceability will not render the Company Documents and the Purchaser
Documents invalid as a whole.

This opinion is limited to the matters expressly stated herein and is based on the
assumptions and qualifications set forth herein and no further opinion may be inferred. This
opinion is delivered to the addressees hereof in connection with the Company Documents and
the Purchaser Documents and the transactions contemplated thereby, and the opinions and all
conclusions stated herein may not be quoted or relied upon by any person other than the
addressees hereof or for any purpose other than as stated herein without our prior written
consent. We make no undertaking to supplement this opinion if facts or circumstances come to
our attention or changes in the law occur after the date hereof which could affect the conclusions
reached in this opinion.

Very truly yours,

Rodey, Sloan, Akin & Robb, P.A.

By:
Donald B. Monnheimer



SCHEDULE I

The Company has been advised by the NRC that it has commenced an internal investigation of a
matter involving the submission by the Company of its license application before the NRC
("License Application") on December 12, 2003.

NRC regulations require that the portion of the License Application that addresses the classified
information for the facility be filed separately from the rest of the License Application. When
the License Application was filed, the classified information for the facility was sent to an NRC
address identified in the NRC regulations. Although the Company also consulted the NRC's
website, which indicated a change to the regulation (specifying a different address for submittal
of classified information) would go into effect on January 1, 2004, the Company decided to use
the address in the regulations in effect at that time.

About a week after the License Application was submitted to the NRC, the NRC notified the
Company that the classified information had been mailed to the wrong address, and that the
Company should have called the NRC to obtain the proper address. This proper address was not
previously provided in any NRC documents other than as stated in the revised regulation that
became effective on January 1, 2004.

As a result, the Company was advised that an NRC internal investigation is now ongoing, and
even though the Company has taken appropriate corrective action, it is possible the NRC could
issue a violation for sending the classified information for the facility to the "Tong NRC address.
In the event a violation is found to have occurred, it is the Company's position that this will not
have a material adverse effect on the Company, the Project Property, the Company's ability to
perform under the Bond Documents or the License Application.

IAdbm\14275\43882\opinion of counsel to the company and purchaser v6.doc
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January 22,2004

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane, Suite 204
Albuquerque, NM 87109

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane, Suite 204
Albuquerque, NM 87109

Rodey, Dickason, Sloan, Akin & Robb, P.A.
201 Third St. NW
Albuquerque, New Mexico 87103

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment
Facility Project) Series 2004, in the maximum principal amount of
$1,800,000,000

Ladies and Gentlemen:

We serve as special legal counsel to Lea County, New Mexico, a political
subdivision of the State of New Mexico acting through its Board of County
Commissioners (the "Issuer"), and in that capacity we have advised the Issuer
regarding the issuance of its Industrial Revenue Bond (National Enrichment
Facility Project) Series 2004 in the maximum principal amount of $1,800,000,000
(the "Bond").

We have been asked to render this opinion pursuant to Section 7(e)(iii) of
that certain Bond Purchase Agreement dated as of the date hereof ("Bond
Purchase Agreement") among the Issuer, Louisiana Energy Services, L.P., a
Delaware limited partnership (the "Company"), and NEF Series 2004, LLC, a
Delaware limited liability company, as Purchaser of the Bond.

Modrall Sperling
Roehl Hanris & Sisk, P.A.

123 East Marcy Street
Suite 201
Santa Fe, New Mexico
87501

PO Box 9318
Santa Fe, New Mexico
87504-9318

Tel: 505.983.2020

www.modrall.com'iucensed In
Massadhusetts only
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We have examined such records, documents, certificates, opinions and
other matters as are, in our judgment, necessary or appropriate to enable us to
render the opinions expressed herein, including, without limitation, the Ordinance
(defined below) and the record of proceedings taken in connection therewith. In
addition, as to factual matters concerning the Issuer and the proceedings taken in
connection with the Ordinance, we have relied upon the Issuer's Certificate dated
the date hereof and delivered in connection with the Bond without undertaking to
independently verify such factual matters.

Based upon the foregoing, it is our opinion, as of the date hereof:

1. The Issuer is a political subdivision of the State of New Mexico ("State"),
duly organized and validly existing under the constitution and laws of the
State, and acting through its Board of County Commissioners.

2. Ordinance No. 58, adopted December 16, 2003 (the "Ordinance")
pertaining to the Bond, was duly adopted by the governing body of the
Issuer in accordance with NMSA 1978 §§ 4-37-6, 4-37-7 and 4-37-9
governing the procedures for adoption of county ordinances. The

- - Ordinance is in full force and effect and has not been amended, modified,
repealed or rescinded.

3. To our knowledge, the adoption of the Ordinance by Board of County
Commissioners, the governing body of the Issuer will not violate any
provision of the constitution or laws of the State.

The foregoing opinions are limited to matters involving the current law of
the State and the Issuer, and we do not express any opinion as to the laws of any
other jurisdiction. This opinion is delivered to you solely in connection with the
matters referred to in numbered paragraphs 1 through 3 above and may not be
relied upon by you for any other purpose and may not be provided to or relied
upon any other person.

Respectfully submitted,

9ptl;VEgipgV
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January 22, 2004

Lea County, New Mexico
Lea County Courthouse
Attention: Dennis Holmberg, County Manager
100 North Main Street
Lovington, New Mexico 88260

NEF Series 2004, LLC
Attention: E. James Ferland, President and CEO
100 Sun Lane, NE, Suite 204
Albuquerque, New Mexico 87109

Re: Lea County New Mexico Industrial Revenue Bond
(National Enrichment Facility Project) Series 2004, in the maximum
principal amount of $1,800,000,000 ("Bond")

Gentlemen:

I am writing as General Counsel and Secretary for Louisiana Energy Services, L.P. ("LES")
pursuant to Section 4.12(c) of that Lease and Purchase Agreement ("Lease') dated the date hereof
between Lea County, New Mexico ("County") and LES, to advise the County and NEF Series
2004, LLC ("NEF"), as purchaser of the Bond pursuant to that Bond Purchase Agreement ("Bond
Purchase Agreement') dated the date hereof between and among the County, LES and NEF, that the
United States Nuclear Regulatory Commission ("NRC") has commenced an internal investigation
of a matter involving the submission by LES of a license application before the NRC ("License
Application") on December 12, 2003, with respect to the acquisition, construction, operation and
decommissioning of a uranium enrichment facility by LES to be located in the County and financed
in connection with the Bond and known as the "National Enrichment Facility Project."

NRC regulations require that the portion of the License Application that contains classified
information for the facility be filed separately from the rest of the License Application. When the
License Application was filed, the classified information for the facility was sent to an NRC address
identified in the NRC regulations. Although LES also consulted the NRC's website, which
indicated a change to the regulation (specifying a different address for submittal of classified
information) would go into effect on January 1, 2004, LES decided to use the address in the
regulations in effect at that time.

(6739 Academy Road NE Suite 350 Albuquerque, NM 87109 (PI 505 944 0194 (Fl 505 944 019E



About a week after the License Application was submitted to the NRC, the NRC notified LES that
the classified information had been mailed to the wrong address, and that LES should have called
the NRC to obtain the proper address. This proper address was not previously provided in any NRC
documents other than as stated in the revised regulation that became effective on January 1, 2004.

As a result, LES was advised that an NRC internal investigation is now ongoing, and even though
LES has taken appropriate corrective action, it is possible the NRC could issue a violation for
sending the classified information for the facility to the wrong NRC address. In the event a
violation is found to have occurred, it is the LES position that this will not have a material adverse
effect on LES, the National Enrichment Facility Project, the Bond and any documents entered into
by the County, LES or NEF related to the Bond, or the License Application.

Once the NRC completes its internal investigation, LES will advise the County and NEF of the
agency's findings and conclusions, to the extent such information may be made public.

If you have any questions please do not hesitate to contact me at 505-944-0194 or 202-222-0391.

Very truly yours

.i/hn W. L'~rence
General Counsel an ecretary
Louisiana Energy Services, L.P.

cc: Rodey Law Firm
Attention: Donald B. Monnheimer
210 Third Street, NW, Suite 2200
Albuquerque, NM 87102

Modrall Law Firm
Attention: Duane Brown and Peter Franklin
500 Fourth Street, NW, Suite 1000
Albuquerque, NM 87102
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January 21, 2004

ESCROW INSTRUCTION LETTER

David Pyeatt
Elliott & Waldron Title & Abstract Co., Inc.
1819 N. Turner, Suite B
Hobbs, NM 88240

Re: Lea County, New Mexico Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004 ("IRB Transaction")

Dear Mr. Pyeatt:

You have agreed to act as the closing and escrow agent ("Agent") in connection with the above-
referenced IRB Transaction. This letter will serve as your instructions.

I. Delivery of Documents

Under cover of this letter, Louisiana Energy Services, L.P. ("LES") and Lea County,
New Mexico (the "Issuer") deliver to you the following original fully executed documents
pertinent to the above-referenced IRB Transaction:

1. Grant of Easement and Right of Way (the "Easement"), bearing the hand written
notation "RAW No. RW 28583" in the upper right hand comer and the stamp
"RECEIVED 2003 AUG 22 PM 3:48 STATE LAND OFFICE, SANTA FE,
N.M.," reflecting the Easement's placement of record in the State Land Office
(one original);

2. Agreement Regarding Land Use Restriction or Condition (the "LURC"), bearing
the hand written notation "LURC #3" in the upper right hand corner and the
stamp "RECEIVED 2004 JAN 20 PM 3:22 STATE LAND OFFICE, SANTA FE,
N.M.," reflecting the LURC's placement of record in the State Land Office (one
original);

H. ctgII4275143S82IEscrow Instruction Letter EDT3.doc
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3. Assignment (two originals);

4. Lease and Purchase Agreement (the "Lease") (two originals); and

5. Indenture (one original).

II. At the time of Closing as set forth in paragraph III below, please record and/or file the
documents identified below, in the sequence prescribed in the numbered paragraphs, and
in accord with the instructions, which follow.

1. Record the following documents in the real property records of Lea County, New
Mexico, in the order here listed:

a. Easement
b. LURC

2. Once the Easement and LURC have been recorded, please complete blanks in
each of the fully executed duplicate original forms of Assignment, with the
appropriate recording information for the Easement (where indicated) and the
LURC (where indicated). Record one original fully executed original Assignment
in the real property records of Lea County, New Mexico.

3. After recordation of the Easement, LURC, and one of the duplicate original forms
of Assignment, complete the blanks on page 33 of the Lease , and record the
following documents in the real property records of Lea County, New Mexico, in
the order here listed:

a. Lease (record only one of the two originals)
b. Indenture

4. Once the recordings in the real property records of Lea County are complete,
present the following document to the New Mexico State Land Office, to be there
placed of record:

The Assignment (present to the State Land Office, for filing and retention as part
of its records, the duplicate original form which was not recorded in the real
property records of Lea County, present the file-stamped original which was
recorded in the real property records of Lea County, to the State Land Office, to
be conformed, to reflect the filing information relating to the duplicate original on
file in the State Land Office).

III. Recordine/Filing

The recording and filing provided for above shall not occur until such time as (i) you are
fully committed to issue policies of title insurance in the forms described in paragraph IV
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hereof and (ii) receive oral confirmation from Rodey, Dickason, Sloan Akin & Robb,
P.A. ("Rodey") to proceed with the recording and filing. If you are not committed to the
issuance of policies of title insurance conforming to the specifications in paragraph IV
below or if you fail to receive oral confirmation from Rodey in accordance with the
foregoing provisions of clause II, then you are not authorized to, and you may not, record
or file any documents under the terms of this letter.

IV. Title Insurance Policies

In connection with the Easement, Assignment and Lease, policies are to be issued in
accord with the directions below.

a. LES is to receive an owner's policy of title insurance on NM Form 1, insuring the
interest of LES under the Easement, and reflecting the deletion from Schedule B
of exceptions 1 through 6 and all of 7, except those portions thereof pertaining to
"water rights, claims or title to water" (which cannot be deleted), and including
the following endorsements: NM Form 51 (Land Abuts Street Endorsement);
NM Form 53 (Same as Survey Endorsement); NM Form 55 (Named Insured
Endorsement); and NM Form 56 (Restrictions, Encroachments, and Minerals
Endorsement for Unimproved Land). The policy to be delivered is to conform to
the following, issued by First American Title Insurance Company through its
agent Elliott & Waldron Title & Abstract Co., Inc.: Commitment for Title
Insurance numbered 04-041, effective as of January 6, 2004; and Pro Forma
owner's policy of title insurance dated as of January 21, 2004, covering the
interest of LES under the easement.

b. The Issuer is to receive an owner's policy of title insurance on NM Form 1,
insuring the interest of the County under the Assignment, and reflecting the
deletion from Schedule B of exceptions 1 through 6 and so much of 7 as does not
pertain to "water rights, claims or title to water" (which cannot be deleted), and
including the following endorsements: NM Form 51 (Land Abuts Street
Endorsement); NM Form 53 (Same as Survey Endorsement); NM Form 55
(Named Insured Endorsement); and NM Form 56 (Restrictions, Encroachments,
and Minerals Endorsement for Unimproved Land). The policy to be delivered is
to conform to the following, issued by First American Title Insurance Company
through its agent Elliott & Waldron Title & Abstract Co., Inc.: Pro Forma owner's
policy of title insurance dated January 21, 2004, covering the interest of the Issuer
under the Assignment.

c. LES is to receive an owner's policy on NM Form 1, together with a Leasehold
Owner's Endorsement on NM Form 20, insuring its interest under the Lease, and
reflecting the deletion from Schedule B of exceptions I through 6 and so much of
7 as does not pertain to "water rights, claims or title to water," and including the
following additional endorsements: NM Form 51 (Land Abuts Street
Endorsement); NM Form 53 (Same as Survey Endorsement); NMI Form 55
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(Named Insured Endorsement); NM Form 56 (Restrictions, Encroachments, and
Minerals Endorsement for Unimproved Land). The policy to be delivered is to
conform to the following, issued by First American Title Insurance Company
through its agent Elliott & Waldron Title & Abstract Co., Inc.: Pro Forma owner's
policy of title insurance dated January 21, 2004, covering the interest of the LES
under the Lease.

V. Delivery of Recorded Documents

The following original instruments recorded by, and returned to, you as Agent
shall be delivered to this office in care of Donald B..Monnheimer, Esq., at 201
Third Street, NW, Suite 2200, Albuquerque, NM 87102, for LES: Easement;
LURC; Assignment (original Assignment recorded in the real property records of
Lea County conformed or file-stamped to reflect filing information relating to a
duplicate original on file in the State Land Office); Lease (original Lease recorded
in the real property records of Lea County conformed or file-stamped to reflect
filing information relating to a duplicate original on file in the State Land Office);
and Indenture.

VI. Supplemental Instructions

Please forvard you invoice detailing all fees and costs related to the filing and recording
to my attention.

Should you acquire additional information or supplemental instructions regarding these
matters, these instructions may be amended or modified by the joint action of LES and
the Issuer.

VII. Failure to Close

If you are unable to close the IRB Transaction in accord with these instructions, you shall
redeliver each of the documents delivered to you to my attention.

Very truly yours,

RODEY, DIC, , SLOAN, AKIN & ROBB, P.A.

BY:V ol t
Ybfiald B. Monn imer
Catherine T. Goldberg
Counsel to LES
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ALTA Ownes Pokcy

POLICY OF TITLE INSURANCE

ISSUED BY

First American Title Insurance Company

SUBJECT TO THE EXCLUSIONS FROM COVERAGE, THE EXCEPTIONS FROM COVERAGE CONTAINED IN SCHEDULE
B AND THE CONDITIONS AND STIPULATIONS, FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, herein called the Company insures, as of Date of Policy shown In Schedule A, against loss or damage.
not exceeding the Amount of Insurance stated In Schedule A, sustained or incurred by the Insured by reason of

1. te to the estate or Interest described In Schedule A being vested other than as stated therein;

2. Any defect In or fien or encumbrance on the tie;

3. Unrnarketablifty of the tite;

4. Lack of a right of access to and from the land.

The Company wilt also pay the costs, attorneys' fees and epenses Incurred In defense of the title, as insured, but
only to the e4ent provided in the Conditions and Stipulations.

5 * At 1  EMou &Waid=nWe & Abs=aCo.,.lnc.
d 1 1819 N. Tumer, Sufte 8

Hobbs, NM 88240
(505) 393-7706
(505) 393-7725 Fax

Agentfor.

First American 7Ytle Insurance Company

First American Ttle Insurance Company -

BY - PiRESrIDENT

ATTEST



EX(CLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay loss or damage. costs, attorneys' fees or expenses which
arise by reason of:
1. (a) Any lawordinance or governmental regulaton (including but notrimited to building and zoning laws, ordinances, or regulations) restricting. regulating. prohibiting

or relating to (i) the occupancy, use, or enjoyment of the land; (ii) the character, dimensions or location of any improvement now or hereafter erected on the
land: (fii) a separation In ownership or a change In the dimensions or area of the land or any parcel of which the land Is or was a part or (iv) environmental
protection, or the effect of any violation of these laws, ordinances or governmental regulations, except to the extent that a notice of the enforcement thereof
or a notice of a defect lien or encumbrance resulting from a violation or alleged violation affecting the land has been recorded In the public records at Date
of Policy.

(b) Any govermnental poflce power not excluded by (a) above, except to the extent that a notice of the exercise thereof or a notice of a defect. fien or encumbrance
resulting from a violation or alleged violation affecting the land has been recorded in the public records at Date of Policy.

2. Rights of eminent domain unless notice of the exercise thereof has been recorded In the public records at Date of Policy, but not excluding from coverage any
taking which has occurred prior to Date of Policy which would be binding on the rights of a purchaser for value without knrowledge.

3. Defects, IHens, encumbrances, adverse claims or other matters:
(a) created, suffered, assumed or agreed to by the Insured claimant
(b) not known to the Company, not recorded in the public records at Date of Policy, but known to the Insured claimant and not disclosed In writing to the Company

by the Insured claimant prior to the date the insured claimant became an Insured under this policy;
(c) resulting In no loss or damage to the insured claimant
(d) attaching or created subsequent to Date of Policy, or
(e) resulting In loss or damage which would not have been sustained If the Insured claimant had paid value for the estate or interest Insured by this policy.

4. Any claim, which arises out of the trantsaction vesting In the Insured the estate or interest Insured by this policy, by reason of the operition of federal bankruptcy,
state insolency, or simiar creditors' rights laws, tha Is based on:
(i the transaction creating the estate or interest Insured by thi policy being deemed a fraudulent conveyance or fraudulent transfer, or
(il the transaction creating the estate or interest insured by this policy being deemed a preferential transfer except where the preferential transfer results from the

failure:
(a) to tmely record the Instrument of bansfer-,or
(b) of such recordation toImatnotice to apuorwhsrlou vle o raaj udgmenoento ncreditor.

CONDMONS AND STIULATIONS
1. DEFINmTON OF TERMS. by Mis policy which constitues the basis of loss or damage for any los or damage caused thereby.

and WWa state, to the cmn poss~be, the basis of calculating 0b) In the event of any litigaliori Including litigation by
The foiwing tems when used In N~s polIcy mean: the wriount of the los or damage. if the Company is the Company or with the Company's conisent, the Company

(a) 'insrd teInsued naeinSchedulle A.d prl v ~ed by r mo heln dcliatt provide the shallhave noNIsyfrls s o rdamage untithere hasbeen
sutilect to anry rights or defenses th Company would Wae reqird proof of loss or damage. the Coflrny'5 obligations a final de en~lnby a court of competent Jurisdiction,
had Against the named Insured, those who succeed to the to the Insured under the policy Shall wra111*118, including any an disposition of atappeals therefrom, adverse to the tidle

K> Interest of tie namned Insuie by operation of kaw as lasit rIngainsudfedreoectorcdane n.
distinguished from purchase lincluding, but not Emited to,. tgtn ihrgr otemte rmtesr~ibgsc c opn hl o elal for loss or
hfrs distributees, devisee. survIvors. personal reveserga- PofOlssr *dmetoayIuedorEbiyvonan assumed by the
INes, fnd of kint, or corporate or fiduijary successors. r eInurd n eablyay lam rbue w itothe prior wntten

(b) 'insured clalmanr, an Insured claimINg loss or require to submit to exiiamiuon under cal by a o tey
damage, uhote repreentative of the Company and shal produce

(c) Vnw~eg or waown~, actual knwliedge not for exmination. Inspection and copyng at such reasonable 10. REDUCTION OF INSURANCE. REDUCTION OR
constructive knowledge or notice which may be imputed to ties and places as my~ be desivnated by an uote TERMINATION OF UIABIUITtrepresentativ of the Company, all records, books, ledgers,an Insured by reaso of the public records as deinked In this checiks, correspondence and memorada. whether bearing aNpa ensudrts o xetpymnsae
pokiy or any other records which kWar constructive mksii date before or afer Date of Polcy which reasonably pertain for cotpayttorndeys fees andcy expenes shaymnt redueth

(di) iad'. the land deticribed or referred to In mprsetl!ss ofdaM e Comphr~rye Insured clnaimant sae amount of the Insurance pro =at.
Schediie (A). andImrvmentsf Wa~d thereto which by law grant IRs permission. In wrl"n, for an auftorized rep- 11 UIABILY1Y NONCUMULATIVE.
constitute real property. Te term WIn does not Include any resenftative of the Company to Marine, Inspect and copy all
pWm"rt beyond the kme of the area described or referred record, books. lees, ,crecis, correspondence and mem-Iti xrs unetodM thAmn fI-
to in Schedule (A), nor any rlIgM tIle, Interest estate or oranda In the custody or conrol of a Utt part, wtich IsereslunetodhateAontfin
easement In abutilng streets roads, avenues, alleys, lae, raoal eti otels rdmg.Nifrain surance underthis policy shall be reduced byany amounttheor. Companyl pmayanplo tedersany pole.cyllInsuratngna mortgage to
ways orwaterways but nothing herein- shagl modify or Emi designated as confidential by the insured claimant provided wcheepin tenhScdueBor to which the
the extent to whicfla " hof access to andlfrom theland I to the Company pursuanit to this Section Mg no be uehsare sumdotksbetorwhich Is
Insured by this pokcy. disclosed to othrs unless, In the reasonable iudgment of he ratrecudbynIsrdadwhc Is a charge or

(e) tiortgage, mortgage deed of trust, 11rt deed, CorM.ay 115 Isecessary In the administration of the claim. ano eettoriees scbeorreferred to in
or other security instrurrnent. Faiflure of the Insured clakmntrdto submit for exaimation Schedule Aand the amount so paid shagl be deemed a

(f Opublicreotrec ecords= establisiheduidrsa* under oath, produce other reasonably requested Informaton pamn dethsolctoheiurdwe.
statutes at Date of Policy for th pups of orIatmrpaling ecreresnaly yliM3a -r ne t oiyt heisrdonr
constructive notice of mnatters reatn to froeal arie a rqpreeIrPfy to,* 12, PAYMENT OF LOSS.
purchasers for valu and witiout knolege. Wyh prlbadbspeorgvreta eulton toltrmnt
Section 1(afl) Oef Ome ExcluskimFo m Cove-amalty fth Cmpnyunerths olc as to tha clairni. (a opyetsalb aewtoproducing this
recors' aUSI ki xle ftvronmetitl protection Rles f , OTOST PYO iEWS STL LIS plc oenoseetodh ayetuls h policy has
In the records of the clerk of the United States district court beenOlostNorTdesAYoyedTInRwhichScaseEproofMS; loss or
for the district In which the land Is located. UERMNATON OF LIBLIT detuto hl efrihdt h aifction of the

(g) Unmiarketability of the tile", an aleged or In cseof a cai unerthis policy, the Company shagl Coman.
apparent matter affecting the tidle to the land, not excluded or have the following adtiotional options: (b) Whenlabflitandthe exent of oss ordamage has
excepted from coverage, which would entitlesa purchaser of (a) To Pay or Tender Payment of the Amount of beeo derinitely fixed In accordance with these Conditions and
the estate or inteest described In Schedule A to be rleased Stipulations, the los or damage shall be payable within 30
from the obligation to purchase by virtue Of a co trctual insurancerpymn.o h aon o nsrn dy eraw
condition requiring the delivery of maiketable tide. Tporndpam tfhe outfisace dy hratr

under this policy together with aniy costs, attorneys fees and 13. SUBROGATION UPON PAYMENT
2. CONTINUATION OF INSURANCE AFTER expeses Incurred by the Insured claimant, wtich were OR SEULME~

CONVYfANCE OF TIiLE. auliorted by the Company, up tothe Ome of payment or
tendier of payment and which tie Company Is obligated to (a) Thu Companyfl Right of Subrogation.

Nm coverage of thIs policy shall continue In force as pay. Whenever the Company shall hae settied and paid a
of Dat of Policy infavor ofan Insured only solkng astMe Upon thieexercise by the Company of this option, aff claim under ths policy. arlgnt0of subrogation shag vest in
Insured retains an estate or Interest in the land, or holds an lability and obligations to eV~ insured under this policy, other the Company unaffected by any act of the insured claimant.
Indebtedness secured by a purchase money mortgage given Cmt ak h pamef e ird sf emiae kicufang The Company shall be suorogated to and be entitled to all
by a purrhaser from Vie insured, or only so long as the any liability or obligation to defend, prosecute, or continue rights and remedies which the insured claimant would have
insured shall have liability byreason of covenants of warranty any 11tgation, and the poescy snai oe surrenoereu tow had aganst any person or property in respect to the claim
mace by Mie insured in any transfer or conveyance of the . company for cancellation. had this policy not been issued. If requested by the Company.

..... M MMv- els .m :,, f-~ r~bi To Pay or Oth~erwise Setle With Parties Otier than rb ~,..' i- t 0haiI tr-r,t4~.r -n ".* fr-tmnanv all '-crts



The ccverage of ctns polocy SNla :ononue *n force as
o! Date of Peccy r. favor of an -nsureo oniy so long as Me
irsurea renains an esate or interest in Me land, or holes an
tneebtedness secured by a purchase money mortgage given
by a purchaser om In., sured. or only so long as the
insured shal have lability by reason of covenants of warranty
made by the Insured In any ransaer or conveyance of the

or interest This polcy shall not continue in force in
I any pun haserfrom Me insured of eer f) an estate

\-trest In the nd, or (a) an indebtedres secured by a
.asI money mortgage given to te Insured.

3. NOTICE OF CLAIMTO BE GIVEN BY
INSURED CLAIMANT.

The insured shag nobty the Company promptly in
wrting fi) in case of any litigation as set forth in Section 4(a)
below. (i) in case knowiedge shal come to an insured
hereunder of any claim of tM or interest which is adverse to
the tie to the sate or hntres as Insured, and which might
cause loss or damage for which the Company may be laable
by virtue of thi pscyP or (ii) id tMe to the estate or Interest,
as isured. Is rejected as Ifar . n prompt notice shal
notbe n to te Company then as to the Isured al labilify
ot the Company sha termnate wiTh regard to the matter or
matters for which prompt notice Is required rovided.
howevei that aiWre to notfy Te Company sha In no case
prejudice the rights of any insured urder this policy unless
Me Company shall be prjudiced by the failure and then only
to the extent of he prejudce.

4. DEFENSE AND PROSECUTION OF ACTIONS;
DUTY OF INSURED CLAWMANT TO COOPEIATE.

(a) Upon wrtfn reuest byt heIsured and subjectto
the options coantained In Section 6 of these Condits and
Stipulations the Companr at Its own cost and wout
unreasonable delay, shall provide for die detense of an
Insured In litigation hi which any Trd pary assers a claim
adferse to the ftie or test as nsured, but only as to those
stated causes of action alleging a ddefct hen or en-
cumbrnce orcoernaer insured against by this poicy. The
Company shal have Me right to select counsel of Its choice
(subject to The NMht of me Insured to object for rsnable
calKa) to represent the nsrd as to those stated causes of

and shal not be lable for and wIl not pay the ees of
KAer counsel. ihe Company wil not pay any fees, costs

mnses Incurmed by the Insured In the defense of those
.. s of action which allege matrs not tnsured against by

this policy.
(b) Tne Company shal have the rgt, at tts own cost

to institute and prosecute any action or proceedn or to do
any Other act which in Its opinion may be necessary or
desirable to establish me title to the estate or Interest as
Insured, or to prevent or reduce loss or damage to the
insured. lbe Company may take any appropiate action under
the terms of this policy whefer or not it shall be liable
hereunder and shal not thereby concede ai&lty or waive
any provision of tis polcy. If the Company shall exercise its
ights under tis paragraph It sha do so diligently.

(c) Whenever Me Company shal hve brought an
action or nterposed a defense as required or permitted by the
provisions of this policy, the Company may pursue any
litigatlon to Inal determinatio by a court of competent
hrisdiction and expressly reserves re rIgh In s soe
discretion, to appeal from any adverse judgment or order.

(d) In all cases where this policy permbits or requires
the Company to prosecute or provide for the defense of any
acton or proceeding the inswed shal secure to the
Company the tght to so prosecute or providedefense In the
action or prceeding, and all appeats terein. and permit the
Company to use atttsoptionthearneotthehIsured forthis
purpose. Whnever requested by the Company, the Insured
at the Company's expense, shall ve te Company al
reasonable aid (i In any action or proceeding, securing
evidence, obtaining witnesses, prosecuting or defending the
action or proceeding, or effecting settlement and (i) In any
other lawful act which in the opinion of the Company may be
necessary or desirable to establish the ttle to me estate or
interest as Insured. If the Company Is prejudiced by the failure
of the Insured to furnish the required cooperation. the
ComPany's cbligations to the insured under the policy shall
t-nate, including any liability or obligation to defend.

ute or continue any litigation, with regard to the matter
'-ilers requiring such cooperation.

5. PROOF OF LOSS OR DAMAGE

In addition to and after the notices required under
Section 3 of these Conditions and Stipulations have been
provided me Company, a proof of loss or damage signed and
sworn to by the insured claimant shall be furnished to the
Company within 90 days after the Insured claimant shall
ascertain Me facts giving rise to the loss or damage. The
rrmat of loss or damace snail describe the defect In. or Hien

pay.
Upon ne exercise by tre Co-cany ct mis opton. all

liability ana colghatrons to thWe rsured uncer tmis policy. otrher
than to make the paymenf required. shall terminate, crluding
any labiltity or obligation to defend, prosecute. or conronue
any eugaton, and Me pobCy snag Oe surrenOerec to Ie
Company for cancellation.

(b) To Pay or Otherwise Settle Wit Parties Other ton
the Insured or WiTh the Insured Claimant

(i) to pay or otherwise sattse wh other parties for
or in the name of an hIsured claimant any claim Insured
against under this pocy, together with any costs, attorneys'
fees and eenses incurred by the Insured claimant which
were authiored by the Company up to te time of payment
and which The Company is obligated to par, or

Ci) to pay or oTherwise see with the Insured
claimant the loss or damage provided for under this pokcy,
together with any costs, attomeys' fees and expenses
Incurred by the Insured claimant which were aThorized by Me
Company up to the time of payment and which te Company
ts obliaed to pay.

Upon The se by the Comny dof er of me
opos prded for h paragraphs ()O) or p(), te Corn-
panys oblgatons to the sred under This poolcy for the
claimed lss or damae, o Nhr the payments required to
be made, shall tem , Inludng any lability or obligation
to defend. prosecute or contnue ny ltaon

7. DETERMINATION, EXTENT OF LIABTM
AND COINSURANCE

This pdcy Is a contract of Indemnty against aeual
monetary loss or damae sustained or Incurred by the
Insured claimant who has suffered loss or damage by reason
of matters Insured gainst by Ts poliy and only to the extent
herein described

(a) The labiy oflMe Company under this polcy sha
not exceed the east ot

(i) theA of Isuraance stated iSchedule A
or

Ci) the difference between ievalue d the nhsured
estate orkiterestas hIsured and te vaue ofdthe Insured este
or Interest subjectto tde defect len or encumbrance insured
against byThs policy

(b) In me veent Me Amount of Insurance stated In
Schedule A at mie Date of Policy Is less than 50 percent of
thme va of the Insured est or est or the fl
consideraton paid for the land, whichever Is less, or If
subsequent to the Date of Policy an himrovement Is erected
on the land which Inceases Me vaUe of the insured estate
or Interest by at teast 20 percent over the Amount of
Insurance stated In Schedile A, then This Policy is subject to
the fonowi

( where no subsequent Improvement has been
made, as to any partial ss, the Company shal only pay the
loss pro rata I the proportion that the Amount of Insurance
at Date of Poiy bears to die total value of me Insured estae
or Interest at Date of Poicy; or (H) where a subsequent
improvement has been made, as to any part loss, the
Company shall only pay die loss pro rams hthe proportin that
120 percent of mhe Amount of Insurance stated In Schedule
A bears to the sum of me Amount of Insurance stated in
Scheduie A and tht amount txpended for Me Improvement.

The pr ons of this paragrh shall not apply to
costs, attoreys'fees and epenses for which the Company
k liabk derts policy, and shall only apply to mat portion
of any loss which exceeds In The agg ate, 10 percent of
ie Aount of nsurance stated hi Schedule A.

(c) The Company will pay those costs, attorneys
fees and expenses Incurred in accodance with Section 4 ot
these Conditions and Stipulations.

L APPORTIONMENt

If the land described in Schedule (A)(C) consists of two
or more parcels whlich are not used as a single site. and a loss
Is establlshed affecting one or more of the parcels but not all.
the loss shall be computed and settled on a pro rata basis as
If the Amount of isurance under this policy was divided pro
rata as to the value on Date of Policy of each separate parcel
to Me whole. exclusive of any improvernents made sub-
sequent to Date of Policy, unless a liability or value has
otherwise been agreed upon as to each parcel by the
Company and the insured at the otim the issuance of this
policy and shown by an express statement or by an
endorsement attached to this policy.

9. LIMITATION OF LIABILITY.

(a) it the Companyestablishes the tite, orremoves the
alleged ddefect ien or encumbrance, or cures the lack of a
right of access to or from the land. or cures the claim of
unmarketability of title, al as Insured, In a reasonably diligent
manner by any method, Including litigation and the conple-
bon of any appeals therefrom, It shan have fully performed its

- . . .. ,-..,... . ---- ** …

vhenever tne D:3-a-.y sla~l ,at 3Ce-ee anc :a e a
claim urcer thus clicy. au n;. . siDr:;^or. snan; vs. r.
the Company unaffected Dy any act Of 'ie :rflLred cla mant
The Company shall be suorogated to and be enwted to al
nCtits and remedies which the insured cla:mart would have
had against any person or property in respect to the ctaim
had this policy not been issued. If reques ed by the Company.
the Insured claimant shal transfer to the Company anl ngnts
and remedies against any person or property necessary in
order to perfect This right of subrogaton. The Insured
claimarS shall permit the Company to sue, compromise or
seule in the name ot the Insured claimant and to use the nane
of the Insured claimant In any transacton or litgation
involving these rights or remedies.

If a payment on accunt of a claim does not fully cover
the loss of the Insured claimant the Company shall be
subrogated to these rights and remedies In the proportion
which Me Company's payment bears to the whole amount
of the loss.n loss should result from any act of the Insured
claimant as stted above. that act shaf not void this policY
but the Company In that eNt shall be required to pay only
that part ot any losses Insured against by this policy which
shall exceed te amoun If any, ost to Me Company by
reason of the impairment by ie Insured claiman of the
Company's right of subrogation.

(b) Th Coanr's Rights Againd no-InaSured
ObligorL

The Company's rioht of subrogaton against non-
Insured oblgrs Shal exist and shal Include, wiThout
imitamton. the rlght of the Insured to Indemnities, guaranties,
other policies ot Insurance or bonds, notwithstanding anty
terms or conditions contained In those Instruments which
provide for subrogatlion rights by reason of this policy.

14. AITRAITON.

Unless prohibited by applicable taw, er the Com-
panyorthe Insured may demand arbitration pursuant to the
TgtlInsurance Arbibation Rules of the American Arbitration
Association. hbib-abl matters may Include, but are not
imited to, any controversy or claim between the Company
and the Insured arising out of or relating to this policy, any
serie of the Copany connection with ltt issuance or
the breach of a policy provision or oTer obligation. Al
arbitrable matters when the Amount ot Insurance Is
S 1,000,000 or less shal be arbitraed at the option of either
the Company or the Insured. All arbirable matrs when the
Amount of Insurance Is In excess of S1,000.000 shall be
arbitrated only when agreed to by both tme Company and the
Insured Arbitraon pursuant to this poicy and under the
Rules In effect on the date the demand forarbtrataon Is made
or, at Me option of the Insured. the Rules In effect at Date of
Policy shall be binding upon Me partes. The award may
Include attorneys' fees only I the laws of the state In which
the land is located permit a court to award attorneys' feis to
a praii part. Judgment upon the award rendered by the
Arbhtr(s) may be entered in any court having judsdiction
Merot.

The law of the sibus of the land shall apply to an
arbitration under the Tile Insurance Arbitration Rules.

A copy of Me Rules may be obtained hom the
Company upon request

15. LIABiLY UMIT TO THIS POUCY;
POLICY ENTIRE CONTRACT

(a) This policy together with all endorsements, I any,
attached hereto by the Company is Me entire policy and
contract between tme Insured and the Company. In interpret-
Ing any provision of this policy, this policy shall be construed
as a whole.

(b) Any claim of loss or damage, whether or not
based on negligence, and which arises out of the status of
the title to the estate or interest covered hereby or by any
action asserting such claim, shal be restricted to this policy.

(c) No amendment of or endorsement to this policy
can be made except by a writing endorsed hereon or attached
hereto signed by either Me President, a Vice President, the
Secretary, an Assistant Secretary, or validating officer or
authorized signatory of the Company.

16.- SEVERABILITY.

In the event any provision of the policy Is held invalid
or unenforceable under appicable law, the policy shall be
deemed not to include that provision and an other provisions
shall remain In full force and effect.

17. NOTICES. WHERE SENT.

Al ues rs.Iik - b be gK" fe Cowpry W iy Vtrie
ih Vg MqitLf b be riiiuhi VieW C*"i" "s ibt re
f uter Of te POWY i sVW be aWdrad 0 tif CO aY St
I Vnl A~rWcwai a Y. Sanu " Ca bN7 w tie oftce



First American Title Insurance Company
OWNER POLICY OF TITLE INSURANCE

Schedule A

GF No. or File No.
Date of Policy
Amount of Insurance
Policy Number
PREPRINTED NUMBER ON

: 04-041B
: 1-22-04 0 11:46 A.M.
: $ 68,300.00
:J1800767<THE POLICY NUMBER SHOWN ON THIS SCHEDULE MUST AGREE WITH THE

THE COVER SHEET.

1. Name of Insured *:

LEA COUNTY, a political subdivision of the State of New Mexico

2. The estate or interest in the land described herein and which is covered
by this policy is:( a fee, a leasehold,etc.)

EASEMENT

3. Title to the estate of interest in the land is vested in:

LEA COUNTY, NEW MEXICO, as evidenced by that certain Easement filed 8-
22-03, Under File No. RW28583, New Mexico State Land Office, and in Book
1279, Page 388, Lea County Records, Lea County, New Mexico. Executed by
New Mexico Commissioner of Public Lands to Louisiana Energy Services,
L.P., a Delaware Limited Partnership, as assigned by way of that certain
Assignment dated 1-20-04, filed 1-23-04, Under Miscellaneous Instrument
File No. 1125, New Mexico State Land Office, in Book 1279, Page 413, Lea
County Records, Lea County, New Mexico. Executed by Louisiana Energy
Services, L.P., a Delaware Limited Partnership to Lea County, a
political subdivision of the State of New Mexico.

4. The land referred to in this
FOR SURFACE TITLE ONLY:

policy is described as follows:

SEE ATTACHED EXHIBIT "A" FOR LEGAL DESCRIPTION

Countersigned by
Authorized Officer or Agent

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

Schedule B

OF or File No. : 04-041B
D.-ate of Policy : 1-22-04 @ 11:46 A.M.
Policy Number : J1800767<THE POLICY NUMBER SHOWN ON THIS SCHEDULE MUST AGREE WITH THE
PREPRINTED NUMBER ON THE COVER SHEET.
This policy does not insure against loss or damage (and the Company will not pay costs,

n attorneys' fees or expenses) which arise by reason of:
4fi1. Rights or elaims of parties in poooeooion net shewn-by the public record.-

2S. Eaementso or elaims of easemento net shewn by the public record.

g 3. Eneroachmente, overlapo, eenfliete in boundary lines, shortages in area or other matters
which would be diaslozed by an aeeurate survey and inspeetien ef the premises.

VA4. Any -lien, elaim zr- right be a -lien, Eer ozai--, -laber er ma~terials heretefere z
hereafter furnished, imposed by law and net shown by the publi: reeorde.

4A 5. community property, ourviverohip, or homestead rights if any, of any speuse of the4nrured.
corperaetone, governments, or other entit.ee, te .onc. compriv.ng Un. -o
of navigable streams, lalsso or land beyond the line of harbor or bulkhead lineo

eotablished or changed by the UniteM btatee bevernmcn.

7. ' npatented mining imar, rmcazratizno or zcjecptiens in patents er in aeto autherizing the
iauanzz thzeref, I/aer rights, claims or title to water.

8. Taxes or assessments which are not shown as existing liens by the public record.

K.A. Taxes for the year 2004 and thereafter, not yet due and payable.

10. Reservations, conditions and stipulations as contained in Patent appearing of record in
the New Mexico State Land Office under Patent No. 1202902.

11. Title to all the oil, gas, minerals and mineral substances within and underlying the
premises, together with the drilling rights thereto belonging.

12. Oil and Gas Lease filed with the New Mexico State Land Office and labeled B-4467
dated 6-10-35, executed by and between The State of New Mexico and Gypsy Oil Company,
assigned to Gulf Oil Corporation in Assignment filed with the New Mexico State Land
Office 2-24-36. Gulf Oil Corporation, evidenced by those certain Articles of Merger
filed with the New Mexico State Land Office, changed its name to Chevron U.S.A. Inc.
Chevron U.S.A. Inc. partially assigned lease to Louisiana Energy Services, L.P.,
evidenced by Partial Assignment of Oil and Gas Lease filed with the New Mexico State
Land Office on 8-28-03 and Partial Assignment of Oil and Gas Lease dated 8-22-03,
filed 8-28-03, in Book 1249, Page 610, Lea County Recc:ds, Lea County, New Mexico.

CONTINUED ON NEXT PAGE

The Policy is invalid unless the insuring provisions and Schedules A and B are attached he1eLo.
K> ' In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to

the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

POLICY NO. J1800767: GF NO. 04-041B
Schedule B - PAGE 2

13. Pipeline Easement (unrecorded) as evidenced by that certain Conveyance, Assignment
and Bill of Sale dated 12-24-90, effective 12-31-90, filed 1-2-91, in Book 536, Page
273, Miscellaneous Records, Lea County, New Mexico, executed by Enron Corp. fka
Northern Natural Gas Company to Northern Natural Gas Company. RE: Pipeline Easement
(NMG 203-18).

14. Right of Way filed in the New Mexico State Land Office as Permit No. RW22760,
executed by Commissioner of Public Lands State of New Mexico] to Big Three
Industries, Inc. As assigned in that certain Assignment of Right of Way and Easement
approved and filed with the New Mexico State Land Office October 14, 1986 and
executed by Big Three Industries, Inc. to Big Three Carbon Dioxide Company. Big
Three Carbon Dioxide Company changed its name to Air Liquide America Corporation as
indicated in Miscellaneous Instrument #8970 filed with the New Mexico State Land
Office. Said Right of Way assigned by Air Liquide America Corporation to Trinity
Pipeline L.P. evidenced by Assignment filed with the New Mexico State Land Office on
7-21-03. Said Right of Way is labeled Underground Pipeline as shown on Survey
prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page
566, Survey Records, Lea County, New Mexico, and as additionally shown and labeled
as Permit for Right-of-way-Air Liquide America Corporation, New Mexico State Land
Office Permit No. RW22760 on Survey prepared by Pettigrew and Associates, dated 8-26-
03, filed 8-26-03, in Book 1, Page 568, Survey Records, Lea County, New Mexico.

15. State of New Mexico Grazing Lease No. GR 1855 filed in the New Mexico State Land
Office. Executed by the New Mexico State Land Office to Wallach Ranch, LLC. And as
mentioned in those certain Probate Proceedings, Lea County Probate Court case no.
3932, filed 10-29-75, styled In The Matter of the Estate of Paul Wallach, Deceased
and referenced as GR 527, by and between State of New Mexico and Paul Wallach.

16. Encroachment of the fence along the western boundary as shown on Survey prepared by
K> Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in

Book 1, Page 568, Survey Records, Lea County, New Mexico.

17. Rights of Wallach Ranch, LLC and Wallach Concrete, Inc. set forth in those certain
unrecorded Letter Agreements dated 8-22-03 and that certain unrecorded Non-
Disturbance Agreement dated 9-1-03 executed by and between Wallach Ranch, LLC,
Wallach Concrete, Inc. and Louisiana Energy Services, L.P. others in and to the road
running North and South along the center line of the property as shown on Survey
prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page
566, and in Book 1, Page 568, Survey Records, Lea County, New Mexico.

18. Agreements, covenants and conditions in favor of Wallach Ranch, LLC including but not
limited to the first right of refusal as mentioned in those certain unrecorded Letter
Agreements dated 8-22-03 and that certain unrecorded Non-Disturbance Agreement dated
9-1-03 executed by and between Wallach Ranch, LLC, Wallach Concrete, Inc. and
Louisiana Energy Services, L.P.

19. Terms and conditions of that certain Easement No. RW28583 executed by the
Commissioner of Public Lands, State of New Mexico on 8-20-03 to Louisiana Energy
Services, L.P., a Delaware Limited Partnership, and filed in the New Mexico State
Land Office on 8-22-03, as file no. RW28583, and filed in the Lea County Records on
1-22-04, as file no. 50770, in Book 1279, Page 388, and including terms conditions
and reservations contained in that Assignment dated 1-20-04, filed 1-23-04, Under
Miscellaneous Instrument File No. 1125, New Mexico State Land Office, in Book 1279,
Page 413, Lea County Records, Lea County, New Mexico.

CONTINUED ON NEXT PAGE

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

POLICY NO. J1800767; GF NO. 04-041B

20. Terms and conditions of that certain Agreement Regarding Land Use Restriction or
Condition effective 8-22-03 executed by and between the Commissioner of Public Lands,
State of New Mexico and Louisiana Energy Services, L.P., a Delaware Limited
Partnership, and filed in the New Mexico State Land Office on 1-20-04, as file no.
LURC #3, and filed in the Lea County Records on 1-22-04, as file no. 50771, in Book
1279, Page 406.

The Policy is invalid unless the insuring provisions and Schedules A and B a.-e attacvd hereo.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



EXHIBIT "A" TO POLICY NO. J1800767
GF NO. 04-041B

LEGAL DESCRIPTION

FOR SURFACE TITLE ONLY:

A parcel of land within Section 32, Township 21 South, Range 38 East, New
Mexico Principal Meridian, Lea County, New Mexico and being more particularly
described as follows:
Beginning at the one-quarter corner between Sections 31 and 32 (a found GLO
brass cap on a 2-inch iron pipe);
THENCE N00 0 38'22"W along the section line between Sections 31 and 32 a
distance of 2638.37 feet to the corner of Sections 29, 32, 31 and 30 (a found
GLO brass cap on a 2-inch iron pipe);
THENCE N89 018t08"E along the section line between Sections 29 and 32 a
distance of 2640.69 feet to a set 5/8-inch rebar with a 2-inch aluminum cap
marked "MUTH PLS 13239";
THENCE N89"18'08"E along the section line between Sections 29 and 32 a
distance of 2640.69 feet to the corner of Sections 28, 33, 32 and 29 (a found
GLO brass cap on a 2-inch iron pipe);
THENCE S00 0 39'20"E along the section line between Sections 32 and 33 a
distance of 2640.49 feet to the one-quarter corner between Sections 32 and 33
(a found GLO brass cap on a 1-inch iron pipe);
THENCE S00°41'56"E along the section line between Sections 32 and 33 a
distance of 2324.52 feet to a found railroad iron marking the right-of-way
for New Mexico State Highway No. 234; from whence the corner of Sections 33
and 32 of Township 21 South, Range 38 East, and Sections 4 and 5 of Township
22 South, Range 38 East (a found h-inch rebar) bears S00*41'56"E a distance
of 340.08 feet;
THENCE N80"10'49"W along the observed northerly right-of-way line of New
Mexico State Highway No. 234 a distance of 5377.12 feet to a point of
intersection with the section line between Sections 31 and 32 (set 5/8-inch
rebar with a 2-inch aluminum cap marked "MUTH PLS 13239"); from whence the
corner of Sections 31 and 32 of Township 21 South, Range 38 East and Sections
6 and 5 of Township 22 South, Range 38 East (a found GLO brass cap on a 2-
inch iron pipe) bears S00°35'16"E a distance of 1321.66 feet;
THENCE N00 035'16"W along the section line between Sections 31 and 32 a
distance of 1345.14 feet to the point of beginning.

The Poliy is invalid unless the imwing provisiom and Scddules A and B are affched hemto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant
to the Title insurance Arbitration Rules of the American Arbitration Assodation. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



NAMED INSURED ENDORSEMENT

Attached to Policy No. J1800767

Issued by

FirstAmerican Tidef nsurance Company

Paragraph I(a) of Conditions and Stipulations is deleted and the following paragraph is substituted in its place:

"insured": the insured named in Schedule A. and, subject to any rights or defenses the Company would have had against the
named insured, those who succeed to the interest of the named insured by operation of law as distinguished from purchase
including, but not limited to, heirs, distibute-s, devisecs, survivors, personal representatives, next of kin. or corporate, parnership
or fiduciary successors. and specifically, without limitation, the following:

(i) the successors in interest to a corporation, limited liability company or limited liability parnership named as an insured in
Schedule A resulting from merger or consolidation or conversion or the distribution of the assets of the corporation or limited
liability company or limited liability partnership upon partial or complete liquidation;

(ii) the successors in interest to a general or limited partnership or limited liability company or limited liability partnership named
as an insured in Schedule A which dissolves but does not terminate;

(iii) the successors in interest to a general or limited partnership named as an insured in Schedule A resulting from the distibution
of the assets of the geseral or limited partnership upon partal or complete liquidation;

(iv) the successors in interest to a joint venturc named as an insured in Schedule A resulting frorn the distribution of the assets of
the joint vcnturc upon partial or complete liquidation;

(v) the tustee or successor trustee of a written trt instrument established by the insured named in Schedule A for estate planning
purposes to whom the title is transferred after the policy date; .

(vi) the successor or substitute trustee(s) of a tmste named in a written tust instrument established by the insured named in
Schedule A for estate planning purposes, or

(vii) the successors in interest to a trustee or trust resulting from the distribution of all or part of the assets of the tust established
by the insured named in Schedule A for estate planning purposes to the beneficiaries thereof.

This endorsement is made a part of the policy and is subject to all of the terms and provisions tbereof and of any prior
endorsements tbereso. Except to the extent exprcssly stated, it neither modifies any of the terms and provisions of the policy and
any prior endorsements, nor does it extend the effective date of the policy and any prior endorsements, nor does it increase the
face amotmt thereof.

IN WITNESS WHEREOF, the Company has caused its corporate name and seal to be hereunto affixed by its duly authorized
officers.

Dared.- 1-22-2004

First American MTie Insurance Company

BY ( PRESIDENT ,IA

ORIZED SIGNATORY 2*

NM55 Named Insured Endorsement



NM51 Land Abuts Street
ENDORSEMENT

Attached to Policy No. J1800767
IssuedBy

First American Title Insurance Company

The Company hereby insures the insured against loss or damage which the insured shall
sustain by reason of the failure of the land to abut upon a physically open street known as

N. M. Hwy. 234
(insert name of street).

This endorsement is made a part of the policy and is subject to ll of{hie aprovisions
thereof and of any prior endorsements thereto. Except to the extent expressly stated, it neither
modifies any of the terms and provisions of the policy and any prior endorsements, nor does it
extend the effective date of the policy and any prior endorsements, nor does it increase the face
amount thereof.

Dated 1-22-2004

First American Title Insurance Company

By:

ADnadzd Soi~r

?NIMS(5I1Yoa)
LAND ABUV3 STZRM EDORSMEMD



NM53 Same as Survey
ENDORSEMENT

Attached to Policy No. J1800767
Issuedtv

First American Title Insurance Company
9. ' Cy4,

The Company hereby insures the insured against loss or damage which the insured shall sustain
by reason of the failure of the land to be the same as that delineated on the plat of a survey made
by Pettigrew and Associates, P.A. -- on

8-26-2003 . designated Job No. 2003.1084
a copy of which is attached hereto and made a part hereof.

This endorsement is made a part of the policy and is subject to all of the terms and provisions
thereof and of any prior endorsements thereto. Except to the extent expressly stated, it neither
modifies any of the terms and provisions of the policy and an r or endri~sement, nor does it
extend the effective date of the policy and any prior endorsements, nor does it increase the face
amount thereof.

Dated 1-22-2004

First American Title Insurance Company

By:

AS............

NMW (.iioamm
SME A3 SURVEY AID0(OSELT



RESTRICTIONS, ENCROACHMENTS, MINERALS OWNER'S POLICY; UNIMPROVED LAND

Attached to Policy No.

Issued by

First American Title Insurance Company
. Eq

The Company Insures the Insured against loss or damage sustained by reason of:

1. The existence, at Date of Policy, of any of the following unless expressly excepted in Schedule B:

(a) Present violations on the land of any enforceable covenants, conditions or restrictions.

(b) Any Instrument referred to In Schedule B as containing covenants, conditions or restrictions on the land
which, in addition, (i) establishes an easement on the land; (ii) provides for an option to purchase, a right of
first refusal or the prior approval of a future purchaser or occupant; or (il) provides a right of reentry,
possibility of reverter or right of forfeiture because of violations on the land of any enforceable covenants,
conditions or restrictions.

(c) Any encroachment onto the land of existing improvements located on adjoining land.

(d) Any notices of violation of covenants, conditions and restrictions relating to environmental protection recorded
or filed In the public records.

~2. Damage to buildings constructod on the land aftor Dato of Folicy rFeulting from the futurM cxeroisc of any
right oxisting at Dato of Policy to usea the asrface of the land for tho7traction or dovolepmcnt of mninerals
oxccpted from the description of thc lend or czeept-d In chedule

Wherever In this endorsement the words "covenants, conditions or restrictions' appear, they shall not be deemed to
refer to or Include the terms, covenants, conditions or limitations contained in an Instrument creating a lease.

As used In paragraph 1 (a), the words ecovenants, conditions or restrictions' shall not be deemed to refer to or include
any covenants, conditions or restrictions relating to environmental protection.

This endorsement Is made a part of the policy and Is subject to all of the temis and provisions thereof and of any prior
endorsements thereto. Except to the extent expressly stated, it neither modifies any of the terms and provisions of
the policy and any prior endorsements, nor does It extend the effective date of the policy and any prior endorsements,
nor does it Increase the face amount thereof.

IN WITNESS WHEREOF, the Company has caused its corporate name and seal to be hereunto affixed by its duly
authorized officers.

DATED:

First American Title Insurance Company

BY )PRESIDENT

BRa SIGNATORY

RESTRICTIONS, ENCROACHMENTS. MINERALS OWNERS POUCY; UNUMPROVED LANO
MMA 5 (3-1.02) ALTA Form 9.1
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KuA Form No. A02_92

ALE .TA Ow 's Poxcy

5 POLICY OF TITLE INSURANCEN
* *s

0ISSUED BY

23 First American Title Insurance Company :
X X"

SUBJECT TO THE EXCLUSIONS FROM COVERAGE, THE EXCEPTIONS FROM COVERAGE CONTAINED IN SCHEDULE >
B AND THsE CONDITONS AND STIPULATIONS, FIRST AMbERICAN TITLE INSURANCE COMPANY, a Cafifornia
corporation, herein called the Company, insures, as of Date of Policy shown in Schedule A, against loss or damage, *
not exceeding the Amount of Insurance stated In Schedule A, sustained or Incurred by the insured by reason of: 0

ii ~ 1.Title to the estate or Interest described In Schedule A being vested other than as stated therein;

S ~2. Any defect in or lien or encumbrance on the Mite;

S 3. Unmarketabirdy of the title;
§ ~4. Lack of a fight of access to and from the land.

,The Company will also pay the costs, attorneys' fees and expenses incurred In defense of the title, as insured, but
3 only to the Wxent provided In the Conditions and Sffpulaffons.

0 F*

S 1s M~t Ai EnbettWaldronTtlde&AbstractCO--lnc.
SI 1819g N. T BYor. Sub i

- As ~(505 393-7706ht
| (505) 393-7725 Fax

F AFirstAmerican Title Insurance CCompan

a a

Y 0° ;PFRESIDENT - ?

# 29ATwEST / > ;SECRETARY lJ 1 0
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EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay loss or damage, costs, attorneys' fees or expenses which
arise by reason of:
1. (a) Any law, ordinance or govemmental regulabon (including but not limited to building and zoning laws, ordinances, or regulabons) restricting, regulating, prohibitng

or relating to (i) the occupancy, use, or enjoyment of the land; (i the character, dimensions or location of any improvement now or hereatter erected on the
land; (iii) a separation I ownership or a change In the dimensions or area of the land or any parcel of which the land is or was a part or (iv) envionmental
protection, or the effect of any violation of these laws, ordinances or governmental regulations, except to the extent that a notice of the enforcement thereof
or a notice of a defect, lBen or encumbrance resulting from a violation or alleged violation affecting the land has been recorded In the public records at Date
of Policy.

(b) Any governmental police power not excluded by (a) above, except to the extent that a notice of the exercise thereof or a notice of a defect, lien or encumbrance
resulting from a violation or alleged violation affecting the land has been recorded In the public records at Date of Policy.

2. Rights of eminent domain unless notice of the exercise thereof has been recorded In the public records at Date of Policy, but not excluding from coverage any
taking which has occurred prior to Date of Policy which would be binding on the rights of a purchaser for value without knowledge.

3. Defects, lDens, encumbrances, adverse claims or other matters:
(a) created, suffered, assumed or agreed to by the Insured claimant
(b) not known to the Company, not recorded In the public records at Date of Policy, but known to the Insured claimant and not disclosed in writing to the Company

by the Insured claimant prior to the date the Insured claimant became an insured under this policy;
(c) resulting In no loss or damage to the Insured claimant
(d) attaching or created subsequent to Date of Policy, or
(e) resultIng hi loss or damage which would not have been sustained If the Insured claimant had paid value for the estate or Interest insured by this policy.

4. Any claim, which arises out of the transaction vesting In the Insured the estate or Interest Insured by this policy, by reason of the operation of federal bankruptcy,
state Insolvency, or similar creditors' rights laws, that is based on:
(i) the transaction creating the estate or nterest Insured by this policy being deemed a fraudulent conveyance or fraudulent transfer; or
(ii) the transacton creating the estate or interest insured by this poicy being deemed a preferential transfer except where the preferential transfer results from the

failure:
(a) to timely record the Instrument of transfer; or
(b) of such recordation to impart notice to a purchaser for value or a judgment or lien creditor.

CONDFI1ONS AND STIPULATIONS
1. DEFINION OF TERMS.

The following tms when used In tis policy mer
(a) isured: the Inred named In Schedule A, and.

sublect to any rghts or defenses the Company wouid have
had against te named Insured, those who succeed to theY tr of te narned sud by opradon of aw as
distinguished from purchase Including, but not Wted to.
hirs, distibutees, devise, survivors, personal representa-
lives, ne of kin. or corporat or fiduciary successors.

(b) tnsured claimant: an Insured claiming loss or
damage.

(c) 'knowledge or *:iownr actual knowledge, not
construci bkowledge or notice which may be Imputed to
an Insured by reason of the public records as denlned In this
policy or any other records which impart constructive notlce
of matters affecting the land.

(d) Ulan: the land detcribed or refered to InD
Schedule (A). and Improvements affrd thereo which by law
constitute real perty. The Mtm 'and does nt include any
property beyond the knes of the area described or eferd
to In Scheduie (A), nor any right. title, Iteres estate or
easenent In abutting strees. rads, avenues, alleys, lanes.
ways or waterways, but notin herein shal modiy or M
the eent to which a right of access to and from the land Is
Insured by this policy.

(a) rinortgage: mortgage, deed of tust. trust deed,
or other security Instrument

(O Opublic records. records estabilshed under state
statutes at Date of Policy for the purpose of Imparting
constructive notice of mars reatg to Mral Property to
purchasers forvalue and withoutiknowedge.Vilth respectto
Sedon l(va) tf the Exchsions From Coverage. ubIc
records incude enveonmental protection lens ftled
In the records of the clerk of the United States district court
for the distict In which the land Is located.

(g) unmaetarlty of the ti: an alleged or
apparent mat affectin the e to the hnd, not excluded or
excepted from coverage, which would entitle a purchaser of
the estate or Interest described in Schedule Ato be released
from the oblIgation to purchase by virtue of a contractual
condition requiring the delivery of marietable tile.

21 2. CONTINUATION OF INSURANCE AFTER
CONVEYANCE OF TITLE.

The coverage of this policy shal continue in force as
of Date of Policy in favor of an Insured only so long as the
insured retains an estate or Interest In the land, or holds an
Indebtedness secured by a purchase money mortgage given
by a purchaser from the Insured, or only so long as the
insurec shall have liability by reason of covenants of warranty
made by te Insured In any transfer or conveyance of the
01 - r'!Pres1 This -olicv ;' I no: c:minue in !ce in

by this policy which constitutes the basis of loss or damage
and shal state, to the etert possile, the basis of calculating
the amount of the ilss or damage. II the Company Is
prludiced by th falurt of the Insured claimant to provlde the
required proof of loss or damage. the Company's obligations
to the Insured under the pokicy shall terminate, Incuding any
lalty or obrigaon to detend, prosecute, or coninue any
tgaon. wth regard to te mafer or mantrs requirng such
preoof of loss or damage.

i addn the Isured cliant may reasonably bte
required to submit to exnlaton under oath by any
authorized representatie of the Canp~any and shall produce
for exnlain, Inspection and copying, at such reasonabke
times and Places as may be designatted by any auhorized
representalIv of the Company, al records, books, ledger.
checks, correspondence and mernoranda, whether bearing a
date before or after Date of Policy, which reasonably pertain
to the loss or damage. Further, I requested by any authored
representative of the Company, the insured claimant shal
grant ts permisslon, In writing, for any authorized rep-
resentav of the Company to warnine, Inspect and copy ad
records, books, ledgers, checks, correspondence and mern-
oranda in the custody or control of a third party, which
reasonably pertain to the loss or damage. Al Iformion
designated as confidential by the insured claimant provided
to the Company pursuant to tis Section shallr not be
disclosed to others unless. In the reasonable ludgment of the
Company, l Is necessary hi the administration of the claim.
Fahlure of the Insured claimant to submit for valminatlon
under oath, Produce oMer reasonably requested Information
or grant permission to secure reasonably necessary Informa-
ton from tIMd parties as required In this paragraph, unless
prohibited by law or govemmental regulation, shall terminate
any lability of the Company under fis policy as to Mat clailm.

S. OPTIONS TO PAY OR OTNERWISE SETTLE CLAIMS;
TERMINATION OF LIABILt

In case of a claim under tis policy, the Company shall
have the following additional options:

(a) To Pay or Tender Payment of the Amount of
Insurance.

To payortender paymentotthe amountofinsurance
under this policy together wih any costs, atorneys fees and
expenses Incurred by the Insured claimant, which were
authorized by the Company, up to the time of payment or
tender of payment and which the Company Is obligated to
pay.

Upon the exercise by the Company of this option, all
liabiiity and obligations to the insured under this policy, other
than to make the paynent required. shall termmate, including
any liability or obligaton to defend, rorsecute, or continue
any litigation, and the poncy sJ be surrendered to the
Comcany for canceliation.

(bi To Pay or Qtherwise Sette A .Ii Partses Qrher than

for any loss or damage caused thereby.
(b) In the evert of any ltgation, inckudng litigation by

the Company or with the Companys consent. the Company
shall have no liability for ioss or damage undi there has been
a final determination by a court of competent purisdiction,
and disposItion of all appeals therefrom, adverse to the tte
as Insured.

(c) The Company shall not be gable for loss or
damage to any Insured for iabiity voluntarily assumed by the

sured In settling any claim or suit without the prior wrtten
consent of the Company.

10. REDUCTION OF INSURANCE: REDUCTION OR
TERMINATION OF LIBIJLT1t

Al payments underthis policy, except payments made
for costs, attorneys' fees and xpenses. shall reduce the
amount of the Insurance pro tanto.

11. UABILITY NONCUMULATIVE.

It Is expressly understood that the Amount of In-
surance underthis policy shall be reduced by any amountthe
Company may pay under any policy Insuring a mortgage to
which exception Is taken In Schedule B or to which the
insured has agreed. assumed, or taken subject or which Is
hereafter executed by an insured and which Is a charge or
len on the estate or Interest described or reerred to In
Schedtie A, and the amount so paid shal be deemed a
payment under this policy to the Insured owner.

12. PAYMENT OF LOSS.

(a) No payment shall be made without producing this
policy for endorsement of the payment unless the policy has
been lost or destroyed, In which case proof of loss or
destruction shall be furnished to the satisfaction of the
Company.

(b Whenlablityandtheextehtoflossordamagehas
been de initely fixed in accordance with these Conditions and
Stipalations, the loss or damage shall be payable within 30
days thereafter.

13. SUBROGATION UPON PAYMENT
OR SETTLEMENT.

(a) The Compans Right of Subrogstion.
Whenever the Company shall have settled and paid a

claim under tr-s policy, aII right of subrogaton shall vest In
the Company unaffected by any act of the insured claimant.
The Company shall be subrogated to and be entitled to all
nrghts and remedies which the Insured claimant would have
had against any person or property in respect to the claim
had this Policy rot been issued. If recueseed bY Ce Compan1 .
rte rsured claimant shaJ transler to tne Co''cay at rignts



The coverage of MiS policy salt i:or:nne in 'orce as
:I Date of P3qcy in !avc? of an insured :3q; so long as :2e
.nsured rrar . an es2te or interest in oe land. or nccs an
,rdeotedness secured by a purchase money mortgage given
by a purchaser from the insured, or only so long as the
insured shatl have RaNity by reason of covenants of warranty
made by the insured in any transfer or conveyance of the
esta' or interest This policy srall not conrtnue In force in
b *- tny purchaserwrm the insured of either () an estate
o .,A In the land. or nu an indebtedness secured by a
p a money mortgage grven to the insured.

3. NOCE OF CLAIM TO EGIVEH EY
INSURED CLAIMAKt

The insured shal notify the Company promptiy In
writing () In case of any litigation as set forh in Section 4(a)
0eloy, (ii) In case knowledge shall come to an Insured
hereunder of any claim of title or Interest which is adverse to
the tie to the estate or interest as insured, and which might
cause loss or damage for which the Company may be gable
by virtue of this policy or IlQ if ftie to the estate or ihtees
as InsurK Is rejeced as unmarketable. If prompt notice shall
not be iven to the Company, then as to the insured all liability
of the Company shal teminat with regard to the matter or
matters for which prompt notce Is required; provded
however. that ifiure to notify the Company shall In no case
oreludice the rights of any Insured under this policy unless
the Comipany shal be prejudiced by the tallure and then only
to the extent of te pirejudice.

4. DEFENSE AND PROSECUTION OF ACTIONS;
DU`TY OF INSURED CLAIMANT TO COOPERATE.

(a) Upon wriften request by the insured and subject to
the options contained In Section 6 of these Cordtions and
Stipulatons, the Company, at Rts own cost and without
unreasonable delay, shal provide tr the defense of an
insured hI ltigation hi which any third party asserts a claim
adverse to the tWe or Interest as Insured, but only as to those
stated causes of action alleging a defect len or en-
cumbrance or other mater nsured against by this policy. The
Company shal have the right to slect counsel of Its choice
(subject to the ight of the hsured to object for reasonable
cause) to represent the insured as to those stated causes of
acl,- and shall not be lable for and will not pay the fees of
a * counse The Company wil nrt pay any fees, costs
o K.ses Incurred by the insured In the defese of those
c; Aa tIon whachgegmatters not insured against by
this policy.

(b) The Company shad have the dgt at Its own cst,
to hstite and prosecute any action or proceeding or to do
any other act which In Its opinion may be necessary or
desirable to establish the tide to the estate or interest as
insured. or to prevent or reduce bIss or damage to the
Insured. The Company may take any appropriate action under
the terms of this podcy whether or not It shall be liable
hereunder. and shalt not thereby concede lablity or waive
any provsn of this policy. I the Company shall exercise Its
nghts under this paragraph. It shal do so diligendy.

(c) Whenever the Company shal have brought an
action or Interposed a defese as rquired orpermitted bythe
provisions of this policy, the Company may pursue any
litigation to inal determination by a court of competent
tunsdiction and expressly rseres the ight in is sole

discretion, to appeal from any advese )udgment or order.
(d) In al cases where this polky pemits or requires

the Company to prosecute or provide for the defense of any
action or proceeding. the insured shal secure to the
Company the right to so prosecute or provide defense In the
action or proceeding, and an appeals therein, and permit the
Companyto use, at its option, the name of the Insured forthis
purpose. Whenever requested by the Company. the Insured,
at the Companys expense, shal give the Company a
reasonable aid () in any action or proceeding, secufng
evidence. obtaining witnesses, prosecuting or defending the
action or proceeding, or effecting setlement, and (I) In any
other lawful act which in the opinion of the Company may be
necessary or desirable to establish the titie to the estate or
interest as Insured. If the Company Is prejudiced by the failure
of the insured to furnish the required cooperation, the
Company's obligations to the Insured under the policy shall
terminate, Including any liability or obligation to defend,
r te. or continue any litigation, with regard to the matter
t k'_;s requirng such cooperation.

5. eROOF OF LOSS OR DAMAGE

In addition to and after the notices required under
Section 3 of these Conditions and Stipulations have been
provided the Company, a proof of loss or danage signed and
sworn to by the insured claimant shall be furnished to the
Company within 90 days after the insured claimant shal
ascertain the hcts giving rise to the loss or damage. The
oroof of loss or camage snal describe the deect in. or ien

,,ay
Ucon L.e exerise by tne Company cr mis zcton. all

kabirry and otiig:orns to Te insireo under zts poincy. otter
than to make tne ;ayment required, Shall te-nnate. Including
any liability or obligation to defend, prosecute. or continue
any vg;ition, and the pocy shall e surrendered to tne
Company for cancellation.

(t) To Pay or Otherwise Sette WMth Parties Other than
the Insured or Wnh the Insured Claimant

0) to pay or othrwise sette with other partes for
or in the name of an insured claimant any claim Insured
against under this policy, together with any costs. attnmeysg
fees and expenses incurred by the insured claimant which
were authorized by the Company up to the time of payment
and which the Company Is obligated to pay,. or

(VI) to pay or otherwise sette wih the insured
claimant the hiss or damage provided for under this policy
together with any costs. attorneysf fees and expenses
Incurred by the insured cairant which were authorized bythe
Company up to the time of payment and which the Company
is obligated to pay.

Upon the exercise by the Company of ether of the
options provided for in paragraphs (b)() or (p). the Corn-
pany's ob0gations to the insured under this policy tor the
claimed loss or damage, other hn the payments required to
be made, shall terminate. includIng any lability or obigaton
to defend, prosecute or continue any gatio

7. DETERMINATION EXTENT OF LIABILITY
AND COINSURANCE

This policy Is a contract of idemni'ty against actual
monetary loss or damage sustained or incurred by the
Insured clamant who has suffered Iss or damage by reasn
of mattersinsured against bythis policy and only to the extent
herein described.

(a) The bilty of the Company under this policy shall
not exceed the least &

(I) the Amount of Insurance stated In Schedule A;
or

01) the difference between the value of the insured
estate or Inerest as Insured and the value of the insured estate
or Interest subject to the defect len or encumnbrance insured
agairst by this polcy.

(b) In the event the Amourt of insurince saed in
Schedule A at the Date of Policy Is less than 80 percent of
the value of the isured estate or littrest or the full
consideration paid for the hrn4d whicheve Is ss. or If
subsequent t the Date of Poicy an iprovement Is ected
on the land which icreases the value of the nsured estate
or Interest by at least 20 percent over the Amount of
Insurance stated In Schedule A. then ius Policy Is subject to
the foflowIng

Q) where no subsequent inprovement has been
made, as to any partial loss, the Company shal only pay the
loss pro rtlan the proportion tht the Amount of insurance
at Date of Policy bears to the total vale of the insured estate
or Interest at Date of PoLTy or () where a subsequent
Improvement has been made, us to any partial loss, the
Company shall only pay the oss pro rata In the proportion that
120 percent of the Amount of hsurance stated In Schedule
A bears to the sum of the Amount of Insurance shed In
Schedule A and the amount expended for the Improvement

The pvisions of this paragraph shall rot apply to
costs, attorneys' fees and expenses for which the Company
Is lable under this policy, and shal' only apply to that porton
of arny loss which exeds, In the aggregate. 10 percent of
the Amount of insurance stated In Schedule A.

(c) The Company will pay only those costs, attorneys'
fees and expenses Incurred In accordance with Section 4 of
these Conditions and Stipulations.

I. APPORTIONMENI

l the land described In Schedule (A)(C) consists of two
or more parcels which are not used as a single site, and a loss
Is established affecting one or more of the parcels but not at
the loss shall be computed and settled on a pro rata basis as
If the Amount of Insurance under this poflcy was divided pro
rata as to the value on Date of Policy of each separate parcel
to the whole, exclusive of any I'mprovements made sub-
sequent to Date of Policy, unless a labiity or value has
otherwise been agreed upon as to each parcel by the
Company and the insured at the time of the issuance of this
policy and shown by an exPress statement or by an
endorsement attached to this poLicy.

9. LIMITATION OF LIABILITY.

(a) IttheComn~y estabilshes the tieorrtmovesthe
alleged defect lien or encumbrance, or cures the lack of a
right of access to or from the land. or cures the claim of
unmarketability of tide, all as Insured, In a reasonably diligent
manner by any method. icluding litigation and the conple-
ton of any appeals therefrom, ft shall have fully performed its

F^ .s^ % -.F^* ^ -. ".- .- A o."^ ._ k. r,.8.

Wherever meiCcinav, srnall nave serceC an: :a a a
cvar. uncer m s policy a1 n of sucrogatcr 5".al v-s, :n
the Company unaffectecl :y any a:, of Me ^nsured cairmant.
The Company shall be surogated to and De entitted to al
rights and remedies which the insured claimant would have
had against any person or property in respect to the claim
had hIS poky not been issued. If requested by the Company,
the insured claimant shall transfer to the Company anl ngnts
and remedies agrinst any person or property necessary in
order to perfect this light of subrogation. The insured
claimant shal permit the Company to sue, compromise or
seme in the name of the insured claimant and to use the name
of the Insured claimant In any tMnsactlon or Dlitgaton
ivolving these rights or remedies.

K a payment on account of a claim does not fully cover
the loss of the Insured claiman, the Company stl be
subrogated to these rights and remedies In the proportion
which the Companys payment bears to the whole amount
of the bss.

If loss should result from any act of the Insured
claimant as stated above, that act shal not vold this pokcy.
but the Company, In that event, shal be required to pay only
hat part of any osses Insured against by this policy which
shal exceed the amount, It any, lost to the Company by
eason of the IipaIrment by the insured claimant of the

Company's right of subrogation.
(b) The Comptno Rights Against non-lnsured

Obligora
The Companys right of subrogation against non-

Insured obligors shal exist and shal Include, without
Imitation. the tights of the insured to Indemnities. guaranties.
other polices of insurance or bonds, notwthsandlng any
terms or conditions contained in those instruments which
provide for subrogation rghts by reason of this poky.

14. ARBITRATION.

Unless prohbited by applicable law, either the Com-
pany or the isued may demand arbitration pursuant to the
Title Insurance Arbitration Rules of the American Arbitration
Association. Arbitrable matters may Include, but are not
limted to. any cortrversy or claim between the Company
and the insured arising out of or relating to this policy, any
service of the Company in connection with Its Issuance or
the breach of a policy provision or other obligation. All
arbltrable matters when the Amount of Insurance Is
51,000,000 or less shal be arbibated at the option of eiter
the Company or the insud. All arbitrable matters when the
hAount of Insurance Is In excess of $1,000,000 shal be
arbitrated only when agreed to by both the Company and the
insured. Arbitration pursuant to this policy and under the
Rules In effect onthe date the demand for arbitration is made
or, at the option of the insured, the Rules In effect at Date of
Policy shal be binding upon the parties. The award may
hincude attomys~ fees only If the laws of the state in wfilch
the land Is located permit aoutto award attomeys fees to
a prevailing party. Judgment upon the award rendered by the
Arbitratorts) may be entered in any court having ursdiction
thereof

The law of the situs of the land shal apply to an
arbitration under the ride Insurance Arbitration Rules.

A copy of the Rules may be obtained from the
Company upon request

15. LIABILITY LIM'TED TO THIS POLICY;
POUCY ENTIRE CONTRACT

(a) This policy together with all endorsements, if any.
attached hereto by the Company is the entire poilcy and
con1tract between the Insured and the Company. In Interpret.
ing any proviion of this policy, this policy shall be construd
as a whole.

(tb) Any claim of loss or damage, whether or not
based on negligence, and which arises out of the status of
the tide to the estate or interest covered hereby or by any
action asserting such claim, shal be restricted to this policy.

(c) No amendment of or endorsement to this policy
can be made except by a writing endorsed hereon or attached
hereto signed by either the President a Vice President the
Secretary, an Assistant Secretary. or validating officer or
authorized signatory of the Company.

16. SEVERABILITX

In the event any provision of the policy Is held invalid
or unenforceable under applicable law. the policy shall be
deemed not to include that provision and all other provisions
shall remain In full force and effect.

17. NOTICES. WHERE SENt

Al milm rAWi blos be: I f* Cwrny wW &I slvwt
m W q MQue t e bi d tow C qsla bMde Id to
Minter ow poy3 d ShW be ad"UWd t 100mpy X
I FRtVwim Wy , S&* MA. Cgibnia 9 2707. or tie ceim
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First American Title Insurance Company
OWNER POLICY OF TITLE INSURANCE

Schedule A

JF No. or File No.
K-'Date of Policy

Amount of Insurance
Policy Number
PREPRINTED NUMBER ON

: 04-041A
: 1-22-04 0 11:46 A.M.
: $ 68,300.00
: J1290590 <THE POLICY NUMBER SHOWN ON THIS SCHEDULE MUST AGREE WITH THE

THE COVER SHEET.

1. Name of Insured *:

LOUISIANA ENERGY SERVICES, L.P., a Delaware Limited Partnership

2. The estate or interest in the land described herein and which is covered
by this policy is:( a fee, a leasehold,etc.)

EASEMENT

3. Title to the estate of interest in the land is vested in:

LOUISIANA ENERGY SERVICES, L.P., a Delaware Limited Partnership, as
evidenced by that certain Easement filed 8-22-03, Under File No.
RW28583, New Mexico State Land Office, and in Book 1279, Page 388, Lea
County Records, Lea County, New Mexico. Executed by New Mexico
Commissioner of Public Lands to Louisiana Energy Services, L.P., a
Delaware Limited Partnership.

4. The land referred to in this policy is described as follows:

SEE ATTACHED EXHIBIT "A" FOR LEGAL DESCRIPTION

Countersigned by
Authorized Officer or Agent

The Policy is invalid unless the insuring provisions and Schedules A and B arc attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

Schedule B

GF or File No. : 04-041A
)ate of Policy : 1-22-04 * 11:46 A.M.

K--Policy Number : J1290590<THE POLICY NUMBER SHOWN ON THIS SCHEDULE MUST AGREE WITH THE
PREPRINTED NUMBER ON THE COVER SHEET.

This policy does not insure against loss or damage (and the Company will not pay costs,
attorneys' fees or expenses) which arise by reason of:

vf.
f 2.

_ . . . . ,

Rflhto or elaime et parties in peaeooien lnt shown by thre public record., _ _

Easements or claims of eoasments not shown by the public record.

V15 3. Enereachments, o:vrlaps, confliets in boundary lineo, shertages in area or other mattero
whieh would be dziclooed by an aeeurate survey and inepeetion zf th: pr-ises.

4. Any lien, elain or right to a lien, for zicrviees, 1aboLr er materials heretofore er

here Eter Eurnished, impesed by law and not ehewn by th:e publie reerde.

S. Gmmuanity preperty, sur-;ivership, eLr hemeebead rights if any, eE any sopuse eE the
insured.

6. Any titles or rights asoerted by anyone including, but not limited to, perLone,
crporAtionAr m 44n Ant, or other :ntiti:o, to lands rjrioing the ihzr. or bottoms
of navigable otreamo, lateo or -laad berynd thne line of -arbor or eulkhiead ±1ne
eetablished eAr changed ay toe UnieeO btateo Government.z

7. ,h4 f.
unpatented 0101n0/ Ofnime reoervatino rL- exeeptiens in partents r in acte atutrLnzing the
ieutanee thereef, water rights, claims or title to water.

1. Taxes or assessments which are not shown as existing liens by the public record.

9. Taxes for the year 2004 and thereafter, not yet due and payable.

10. Reservations, conditions and stipulations as contained in Patent appearing of record in
the New Mexico State Land Office under Patent No. 1202902.

11. Title to all the oil, gas, minerals and mineral substances within and underlying the
premises.

12. Oil and Gas Lease filed with the New Mexico State Land Office and labeled B-4467
dated 6-10-35, executed by and between The State of New Mexico and Gypsy Oil Company,
assigned to Gulf Oil Corporation in Assignment filed with the New Mexico State Land
Office 2-24-36. Gulf Oil Corporation, evidenced by those certain Articles of Merger
filed with the New Mexico State Land Office, changed its name to Chevron U.S.A. Inc.
Chevron U.S.A. Inc. partially assigned lease to Louisiana Energy Services, L.P.,
evidenced by Partial Assignment of Oil and Gas Lease filed with the New Mexico State
Land Office on 8-28-03 and Partial Assignment of Oil and Gas Lease dated 8-22-03,
filed 8-28-03, in Book 1249, Page 610, Lea County Records, Lea County, New Mexico.

CONTINUED ON NEXT PAGE

The Policy is invalid unless the insuring provisions and Schedules A and B arc attached hereto.
In compliance with Subsection D of 13.14.18. 10 NMAC, the Company hereby waives its rig.,t to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

POLICY NO. J1290590; GF NO. 04-041A
Schedule B - PAGE 2

13. Pipeline Easement (unrecorded) as evidenced by that certain Conveyance, Assignment
and Bill of Sale dated 12-24-90, effective 12-31-90, filed 1-2-91, in Book 536, Page
273, Miscellaneous Records, Lea County, New Mexico, executed by Enron Corp. fka
Northern Natural Gas Company to Northern Natural Gas Company. RE: Pipeline Easement
(NMG 203-18).

14. Right of Way filed in the New Mexico State Land Office as Permit No. RW22760,
executed by Commissioner of Public Lands State of New Mexico, to Big Three
Industries, Inc. As assigned in that certain Assignment of Right of Way and Easement
approved and filed with the New Mexico State Land Office October 14, 1986 and
executed by Big Three Industries, Inc. to Big Three Carbon Dioxide Company. Big
Three Carbon Dioxide Company changed its name to Air Liquide America Corporation as
indicated in Miscellaneous Instrument #8970 filed with the New Mexico State Land
Office. Said Right of Way assigned by Air Liquide America Corporation to Trinity
Pipeline L.P. evidenced by Assignment filed with the New Mexico State Land Office on
7-21-03. Said Right of Way is labeled Underground Pipeline as shown on Survey
prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page
566, Survey Records, Lea County, New Mexico, and as additionally shown and labeled
as Permit for Right-of-way-Air Liquide America Corporation, New Mexico State Land
Office Permit No. RW22760 on Survey prepared by Pettigrew and Associates, dated 8-26-
03, filed 8-26-03, in Book 1, Page 568, Survey Records, Lea County, New Mexico.

15. State of New Mexico Grazing Lease No. GR 1855 filed in the New Mexico State Land
Office. Executed by the New Mexico State Land Office to Wallach Ranch, LLC. And
as mentioned in those certain Probate Proceedings, Lea County Probate Court case no.
3932, filed 10-29-75, styled In The Matter of the Estate of Paul Wallach, Deceased
and referenced as GR 527, by and between State of New Mexico and Paul Wallach.

6. Encroachment of the fence along the western boundary as shown on Survey prepared by
Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in
Book 1, Page 568, Survey Records, Lea County, New Mexico.

17. Rights of Wallach Ranch, LLC and Wallach Concrete, Inc. set forth in those certain
unrecorded Letter Agreements dated 8-22-03 and that certain unrecorded Non-
Disturbance Agreement dated 9-1-03 executed by and between Wallach Ranch, LLC,
Wallach Concrete, Inc. and Louisiana Energy Services, L.P. in and to the road running
North to South along the center line of the property as shown on Survey prepared by
Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in
Book 1, Page 568, Survey Records, Lea County, New Mexico.

18. Agreements, covenants and conditions in favor of Wallach Ranch, LLC including but not
limited to the first right of refusal as mentioned in those certain unrecorded Letter
Agreements dated 8-22-03 and that certain unrecorded Non-Disturbance Agreement dated
9-1-03 executed by and between Wallach Ranch, LLC, Wallach Concrete, Inc. and
Louisiana Energy Services, L.P.

19. Terms and conditions of that certain Easement No. RW28583 executed by the
Commissioner of Public Lands, State of New Mexico on 8-20-03 to Louisiana Energy
Services, L.P., a Delaware Limited Partnership, and filed in the New Mexico State
Land Office on 8-22-03, as file no. RW28583, and filed in the Lea County Records on
1-22-04, as file no. 50770, in Book 1279; Page 388, as assigned by way of that
Assignment dated 1-20-04, filed 1-23-04, Under Miscellaneous Instrument File No.
1125, New Mexico State Land Office, in Book 1279, Page 413, Lea County Records, Lea
County, New Mexico.

CONTINUED ON NEXT PAGE

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title
OWNER POLICY of

POLICY NO. J1290590;
Schedule B -

Insurance Company
TITLE INSURANCE
GF NO. 04-041A
PAGE 3

20. Terms and conditions of that certain Agreement Regarding Land Use Restriction or
Condition effective 8-22-03 executed by and between the Commissioner of Public Lands,
State of New Mexico and Louisiana Energy Services, L.P., a Delaware Limited
Partnership, and filed in the New Mexico State Land Office on 1-20-04, as file no.
LURC #3, and filed in the Lea County Records on 1-22-04, as file no. 50771, in Book
1279, Page 406.

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



EXHIBIT "A" TO POLICY NO. J1290590
GF NO. 04-041A

LEGAL DESCRIPTION

FOR SURFACE TITLE ONLY:

A parcel of land within Section 32, Township 21 South, Range 38 East, New
Mexico Principal Meridian, Lea County, New Mexico and being more particularly
described as follows:
Beginning at the one-quarter corner between Sections 31 and 32 (a found GLO
brass cap on a 2-inch iron pipe);
THENCE N00*38'22"W along the section line between Sections 31 and 32 a
distance of 2638.37 feet to the corner of Sections 29, 32, 31 and 30 (a found
GLO brass cap on a 2-inch iron pipe);
THENCE N89*18'08"E along the section line between Sections 29 and 32 a
distance of 2640.69 feet to a set 5/8-inch rebar with a 2-inch aluminum cap
marked "MUTE PLS 13239";
THENCE N89*18'08"E along the section line between Sections 29 and 32 a
distance of 2640.69 feet to the corner of Sections 28, 33, 32 and 29 (a found
GLO brass cap on a 2-inch iron pipe);
THENCE S00°39'20"E along the section line between Sections 32 and 33 a
distance of 2640.49 feet to the one-quarter corner between Sections 32 and 33
(a found GLO brass cap on a 1-inch iron pipe);
THENCE S00 41'56"E along the section line between Sections 32 and 33 a
distance of 2324.52 feet to a found railroad iron marking the right-of-way
for New Mexico State Highway No. 234; from whence the corner of Sections 33
and 32 of Township 21 South, Range 38 East, and Sections 4 and 5 of Township
22 South, Range 38 East (a found I-inch rebar) bears S00°41'56"E a distance
of 340.08 feet;
THENCE N80010'49"W along the observed northerly right-of-way line of New
Mexico State Highway No. 234 a distance of 5377.12 feet to a point of
intersection with the section line between Sections 31 and 32 (set 5/8-inch
rebar with a 2-inch aluminum cap marked "MUTH PLS 13239"); from whence the
corner of Sections 31 and 32 of Township 21 South, Range 38 East and Sections
6 and 5 of Township 22 South, Range 38 East (a found GLO brass cap on a 2-
inch iron pipe) bears S00 0 35'16"E a distance of 1321.66 feet;
THENCE N0035'16"W along the section line between Sections 31 and 32 a
distance of 1345.14 feet to the point of beginning.

The Policy is invalid unless the iosurzg provisioas and Scdh es A Ad B am macbed hemo
In compliance with Subsection D of 13.14.18.10 NMAC, the Compny hereby waives its right to dEand arbitration pursuant to
the Title laBrance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured



NAMED INSURED ENDORSEMENT

Attached to Policy No. J1290590

Issued by

FirstAmerican Tile Insurance Company

Paragraph l(a) of Conditions and Stipulations is deleted and the following paragraph is substituted in its place:

"insured": the insured named in Schedule A, and, subject to any rights or defenses the Company would have had against the
named insured, those who succeed to the interest of the named insured by operation of law as distinguished from purchase
including, but not limited to, heirs, distibutees, devisees, survivors, personal representatives, next of kin, or corporate, partnership
or fiduciary successors, and specifically, without limitation, the following:

(i) the successors in interest to a corporation, limited liability company or limited liability partnership named as an insured in
Schedule A resulting from merger or consolidation or conversion or the distribution of the assets of the corporation or limited
liability company or limited liability partnership upon partial or complete liquidation;

(ii) the successors in interest to a general or limited partnership or limited liability company or limited liability partnership named
as an insured in Schedule A which dissolves but does not terminate;

(iii) the successors in interest to a general or limited partnership named as an insured in Schedule A resulting from the distribution
of the assets of the general or linited partnership upon partial or complete liquidation;

(iv) the successors in interest to a joint venture named as an insured in Schedule A resulting from the distnibution of the assets of
the joint venture upon partial or complete liquidation;

(v) the trustee or successor trustee of a written trust instrument established by the insured named in Schedule A for estate planning
purposes to whom the title is transferred after the policy date;

(vi) the successor or substitute trustee(s) of a trustee named in a written trust instrument established by the insured named in
Schedule A for estate planning purposes; or

(vii) the successors in interest to a trustee or tnrst resulting from the disttibution of all or part of the assets of the trust established
by the insured named in Schedule A for estate planning purposes to the beneficiaries thereof

This endorsement is made a part of the policy and is subject to all of the terms and provisions thereof and of any prior
endorsements thereto. Except to the extent expressly stated, it neither modifies any of the temis and provisions of the policy and
any prior endorsements, nor does it extend the effective date of the policy and any prior endorsements, nor does it increase the
face amount thereof.

IN WITNESS WHEREOF, the Company has caused its corporate name and seal to be hereunto affixed by its duly authorized
officers.

Dated. 1-22-2004

First American Tgde Insurance Company

BY ( PRESIDENT .. ..

BI;gAUT AUHRZED SIGNATORY SI 24.

NMSS Named Insured Endorsement



NM51 Land Abuts Street
ENDORSEMENT

Attached to Policy No. _J1290590
Issued By

First American Title Insurance Company
q.a

The Company hereby insures the insured against loss or damage which the insured shall
sustain by reason of the failure of the land to abut upon a physically open street known as

N. M. Ewy. 234-
(insert name of street).

This endorsement is made a part of the policy and is subject to all of the terms and provisions
thereof and of any prior endorsements thereto. Except to the extent expressly stated, it neither
modifies any of the terms and provisions of the policy and any prior endorsements, nor does it
extend the effective date of the policy and any prior endorsements, nor does it increase the face
amount thereof.

Dated i-22-2nn

First American Title Insurance Company

.....................

MI1 ontsao)
LAND ACUTS STR= EDORSEMEfT



NMS3 Same as Survey
ENDORSEMENT

Attached to Policy No. J1290590
Issued By

First American Title Insurance Company

Yi.'

The Company hereby insures the insured against loss or damage which the insured shall sustain
by reason of the failure of the land to be the same as that delineated on the plat of a survey made
by Pettigrew and Associates, P.A. - on

8-26-2003 . designated Job No. 2003.1084
a copy of which is attached hereto and made a part hereof.

This endorsement is made a part of the policy and is subject to all of the terms and provisions
thereof and of any prior endorsements thereto. Except to the extent expressly stated, it neither
modifies any of the terms and provisions of the policy and any prior endorsements, nor does it
extend the effective date of the policy and any prior endorsements, nor does it increase the face
amount thereof.

Dated 1-22-2004

First American Title Insurance Company

By:

Amtoizd sinec~ure

mm Ons"OOM
SAMO A SUR VEY UDORSEIfENr



RESTRICTIONS, ENCROACHMENTS, MINERALS OWNER'S POLICY; UNIMPROVED LAND

Attached to Policy No. J1290590

Issued by

FirstAmerican Title Insurance Company

The Company Insures the insured against loss or damage sustained by reason of:

1. The existence, at Date of Policy, of any of the following unless expressly excepted in Schedule B:

(a) Present violations on the land of any enforceable covenants, conditions or restrictions.

(b) Any Instrument referred to in Schedule B as containing covenants, conditions or restrictions on the land
which, In addition, (i establishes an easement on the land; (ii) provides for an option to purchase, a right of
first refusal or the prior approval of a future purchaser or occupant; or (li) provides a right of reentry,
possibility of reverter or right of forfeiture because of violations on the land of any enforceable covenants,
conditions or restrictions.

(c) Any encroachment onto the land of existing improvements located on adjoining land.

(d) Any notices of violation of covenants, conditions and restrictions relating to environmental protection recorded
or filed In the public records.

2. Damage to buildings constructed on the land after Date of Policy resulting from the future exercise of any
right existing at Date of Policy to use the surface of the land for the extraction or development of minerals
excepted from the description of the land or excepted In Schedule B.

Wherever In this endorsement the words covenants, conditions or restrictions' appear, they shall not be deemed to
refer to or Include the terms, covenants, conditions or limitations contained In an Instrument creating a lease.

As used In paragraph 1 (a), the words Covenants, conditions or restrctions' shall not be deemed to refer to or include
any covenants, conditions or restrictions relating to environmental protection.

This endorsement Is made a part of the policy and is subject to all of the terms and provisions thereof and of any prior
endorsements thereto. Except to the extent expressly stated, it neither modifies any of the terms and provisions of
the policy and any prior endorsements, nor does it extend the effective date of the policy and any prior endorsements,
nor does It increase the face amount thereof.

IN WITNESS WHEREOF, the Company has caused its corporate name and seal to be hereunto affixed by Its duly
authorized officers.

DATED: 1-22-2004

FirstAmerican Title Insurance Company

BY PRESIOENTR

AUTHORZED SITGATORY
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Form No. 1A02-92

ALTA 0*r" ft Polcy

POLICY OF TITLE INSURANCE
sj AMERJ

ISSUED BY

First American Title Insurance Company

SUBJECT TO THE ECCWSIONS FROM COVERAGE, THE EXCEPTIONS FROM COVERAGE CONTAINED IN SCHEDULE
B AND ThE CONDITiONS AND STIPULATIONS, FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, herein called the Company, Insures, as of Date of Policy shown In Schedule A, against loss or damage,
not exceeding the Amount of Insurance stated In Schedule A, sustained or incurred by the Insured by reason of

1. Title to the estate or Interest described In Schedule A being vested other than as stated therein;

2. Any defect In or lien or encumbrance on the tide;

3. Unmarketabfty of the We;

4. Lack o a rght of access to and from the land.

The Company wilf also pay the costs, attoneys' fees and expenses incurred In defense of the title, as Insured, but
only to the extent provided in the Conditions and Stipulations.

t AsUZAE1 e &Wnr&A CO.,h
+ 1819 N.Tumer, Suise B

M HobbsNM 88240
(50 393T7706
(505) 393.7725 Fax

First American Titde Insurance Company

First American Title Insurance Company

BY



EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay loss or damage, costs, attomeys' fees or expenses which
arise by reason of:
1. (a) Any law, ordinance or govemmental regulabon (including but not limited to building and zoning laws, ordinances, or regulations) restricting, regulating, prohibitng

or relating to () the occupancy, use, or enjoyment of the landi (i) the character, dimensions or location of any Improvement now or hereafter erected on the
land; (iii) a separation In ownership or a change In the dimensions or area of the land or any parcel of which the land is or was a part or (v) environmental
protection, or the effect of any violation of these laws, ordinances or governmental regulations, except to the extent that a notice of the enforcement thereof
or a notice of a defect bien or encumbrance resulting from a violation or alleged violation affecting the land has been recorded In the public records at Date
of Policy.

(b) Any governmental police power not excluded by (a) above, except to the extent that a notice of the exercise thereof or a notice of a defect lien or encumbrance
resulting from a violation or alleged violation affecting the land has been recorded in the public records at Date of Policy.

2. Rights of eminent domain unless notice of the exercise thereof has been recorded In the public records at Date of Policy, but not excluding from coverage any
taking which has occurred prior to Date of Policy which would be binding on the rights of a purchaser for value without knowledge.

3. Defects, lens, encumbrances, adverse claims or other matters:
(a) created, suffered, assumed or agreed to by the Insured claimant
(b) not known to the Company not recorded In the public records at Date of Policy, but Mno to the Insured claimant and not disclosed in writing to the Company

by the insured caimant prior to the date the Insured claimant became an Insured under this policy;
(c) resulting In no loss or damage to the Insured claimant
(d) attaching or created subsequent to Date of Polky; or
(e) resulting In loss or damage which would not have been sustained if the Insured claimant had paid value for the estate or interest Insured by this policy.

4. Any claim, which arises out of the transaction vesting in the Insured the estate or interest Insured by this policy, by reason of the operition of federal bankruptcy.
state insolvency, or similar creditors' rights laws, that Is based on:
(f)tv transaction creating the estate or interest insured by this policy being deemed a fraudulent conveyance or fraudulent transfer; or
p ) transactlon creating the estate or Interest insured by this policy being deemed a preferential transfer except where the preferential tbansfer results from the

failure:
(a) to timely record the Instrument of transfer or
(b) of such recordation to Impart notice to a purchaser for value or a Judgment or lien credtor.

CONDITIONS AND STIPULATIONS
1. DEFlNmON OF lERNdS. by this policy which constItrtes the basis of loss or damage for any loss or damage caused thereby.

andM Sti state, to the extent possible, the basis occulating () Inte event of any ItigatioL Incbuding litgatn b,
The following terms when used h this poicy mean: the amnunt of to loss or damage. If the Company Is the Company or with the CoMPanWs consent te Compoan

(a) nsre: tie insured named in Schedule A. and, PrdIced bythe fa 0 te otIed camto provide the shalt hae no liabirity for loss or damage untl ther has beel
sject to any rigts or defenses te Comprny would have rquired proof of loss or damage. the Company's obligations a fknW determinaton by a court Of competent jurisdiction
had against the named Insud those who succeed to the to the Insured underthe polIcy SlW teinate, Iluding mr and disposition of aI appeals therefrom, adverse to the Ibt

of t i t atered Inured by oper atlo baon to ddefend, prosu, or continue any as hsued.
disttnguished rm p ie Inclu , but not nited rto, w othe moafr lostesr or dama.ing such (c) he Company shall not be lable for loss o
hetrs deviees,desuires,s persoaul rpesenta d #ramage. r hb to my insued for abgilityour* assumed by thilives. W~ of khn or corporate or fliduclavy successors. In addnton, VA nueScaatmy~ayndolal~naiysue yh

(b) "insured claimantr an insured claiming loss or red to subnit to don undr oath by anysetng any clam or suftw~th M pdor wrtte
dmg authorized epresenive the Company an sha produ consent of e Compan

(c) lanowledge or 'oknowirr actual bnowledge, not 10 REDUCTION OF INSURANCE; REDUCTION OR
constructIve knowledge or doce which may be Imputed to p es ofth Comoany a ads ledgebTRMINION OF LIABILTY
an Insured bymrasoni Diepubic recordasdeflinedinthis checks, corespndnce andmeoad.wthrbangaMpyntudrhspocy etpaetsad
policy or any cawn records wih Impart csuci notice d to or='oafterDat of Policy, wich r lforcosts. ato s f ee s andpexpenses, shPam educe
of matters affecting thes lal to theloss ordamage. FurthecIf reqestWdby anyafrcot.ttoreshfesMdzedss S edc

(d) land- the land dedcrlbed Or refred to in rpsentative of Ihe Company the Insured claiamot of the insurance pro bnto.
Schedue(A), andkmpirovementsaffbiedtheretowhichbylaw ant Its permission, in wming. for any authortzed rep-
constitute real property. The term Iand does not Include any resentative of the Company to examine. Inspect and copy ar 1 LIAILITY NONCUMULATIVE
property beyond the lIne of the area described or reed records, books, ledgers, checks, conespondence and mem-
toIn Schedule (A). Mr any right.ltMe. kfter estate or oraain the cy soyo or n trol ofau tid party~ wlih itI on nesod htteAon fI
easement in abung stets, roads. avenues.alleyslas the ssor damage° Al Information Companyde ths Po sh be redpcedbyanyanountth
ways or waterways, but notr herein shal modity or Iit des d u con al by te insured clamant provide whih cepo taken i Scheduk E or to which V
W extentto wich a ight of access to andV mtebnd to to is e Company pu to this Section sh not be s has rteed. assumed. ortaken subject or which 15

insured by Chos pp dk losed to ohsunecesayInthe nstrat oft h hereatter executed by an insud and which Is a charge o
(t) lnoflpgef mortgage, deed of ustust dead, Ccmpany It I necessary In te on of the Cin lien on the estate or interest described or referred to I

or other security Instrrment Failure of the Insured claimant to submit for c nan4dSon chedude A and the amount so paid shag be deared
(I pbc recordsn , records established wider state oid er prce ty d o paySent under thes pouncy to t p Insured owned

statue ate09 of Policy for inpurpose of orgpanpermission tosecure .asonb~m essary paymn-ne hsplc nue we
COntlSctre notice of matts instaing tD a IPart I on from tird partes as required in this paragraph. unless t PAYMENT OF LSS

prchasers for value and wiliout ko wledge. Whh rspect to prohibited by law or governmental regulation, slid terminate
Section 112( o~f It F=usomI Co oe lob anry liability of the Company under this poliy as to tha clairn. tal Nfl naflfvwnt thifl b~ made wlffi~td wjriducinn ML

y
y

r

r

records' s Q also Inai-t envLprton Ien ed
In the records of the clerk of the Lnt States distict court
for the distict In which te land Is located.

(g) truiarkatabflty of the tite an alleged or
apparent matter affecting the tie to the land, not excluded or
excepted from coverage, which would entitle a purchaser of
the estate or Interest described in Schedule A to be released
from the obligation to purchase by vrirtue of a contractual
condition requiring the delivery of marnetable Ite.

2 CONTINUATION OF INSURANCE AFTER
CONVEYANCE OF TITLE.

The coverage of this policy shalD continue in force as
of Date of Policy i favvi of an insured only so long as the

sured r Iestate ot Interest In the land, or holds an
Indebtnss secured by a purchase money mortgage given
by a purchaser from V.e Insured. or only so long as the
insured sha hatve liability by reason of covenants of warranty
made by the insured In any transfer or conveyance of the
estat-e or ihtenes: This oolicy sVaW rot cortinue mn force in

S. OPTIONS TO PAY OR OTHERWISE SETTLE CLAIMS;
TERMINATION OF LIABILITY

In case of a claim under this policy. the Company shall
have the following additional options:

(a) To Pay or Tender Paymnt of the Amount of
Insurance.

To pay ortenderpaymentof the amnounto insCvnce
under this polcy together with any Costs, attor s tees and
expenses icurred by the Insured claim4 which were
auhrie by the Cornpany upo to the timne of paymnent or
tender of paymnent and wich the Comoany Is obligated to
pay.

Upon the exercise by the Company ot this option, an
liablity and obligations to the Insured under this policy other
than to make the payment required. shal terminate. including
any lability or obligation to defend. prosecute, or continue
any mdgation. and the policy sma be surrendered to the
Company for cancellation.

(b) To Pay or Ct-erwise Sotle With Parties Other than

poaicy or end mnt o the paynment unless tie polcy has
been lost or destroye. In which case proor of loss or
destruction shall be furnished to the satisfaction of the
Company.

(b) Uthen labilty and the extent of loss or damage has
been definitely fixed in accordance with these Conditions and
Stipulations, the loss or damage shall be payable within 30
days thereater.

13. SUBROGATION UPON PAYMENT
OR SETTILEMENT

(a) The Company's Right of Subrogatlan.
Whenever the Company shall have settled and paid a

claim under this policy, at right of subrogation shali vest in
the Company unaffected by any act of the insured claimant
The Company shaJ be sumrogated to and be ent ed to an
rights and remedies which the insured claimant would have
had against any person or property In mesoect > tne claim
had ths Policy not teen issued. i requested t) :e Company.
the insured claimant snmal transfe' to the Ccr.ary all ul`ts



The conerage of this Poicy sha continue in force as
of Date o! Policy r. fayr: of an insured only so long as the
insured reains In estate or interest hi te land. or holds an
Inde~tedness secured by a pwhase money mortgage geven
by Dutluser frorn V insured. or only so bng as te
insured sha haie lability by rason of coveants of wamrgy
mae by Me Insured in any hnsfe or conveynce of te
estate or intrest. This boky sMtl not condnue In torce In
fvor of any ;,usaw him the Isued feiter () an estate
or hterest in lie land, or (i) an idbtedness secured by a
purchase money mortgage g to tMe hnred.

J. NOTICE OF CLAIM TO BE EIYEX BY
INSURED CLAM(At

The Insured shall nodfy to Company prmpty in
witing ) hincse ofay UonsassdorInSeco4([a)
belW p) in case lWiedge shal come to an Insurd
heunder of any claim of Me or Interest which s averse to
me tMe tothe te or terhs as Insured, and w1ich nat
cause loss or darage for which tie Co ay ay be hcb
by virtue of Mis poley or M) I Mue to te etae ore h
as insured. I rejected as urinrarlib If promptnotic sa
not be giveto Me C= Many thenastothea sued al 9 ty
of te C Sm al e with regard to the mter or
Matrs kor= M ntce Is k pro W
hawer.WitaW t tonleety toe Company saln no case
preudce me rgts d any nsured under thS polcy rnes

* teCoy Iy SI be prejudiced by m Wm rand tleno y
to fie nt of tMe p Lde

4. DEFENSE AND PROSECUTION OF ACTIONS;
. TEY OF INSURED ClAMANT TO COOPRiTI

(a) Upon rtenrequestbythesured ndsubjeetto
fite Optons contained Ih Sector 6 of mem Condlns ard
Stpullons, te Comptany. at b own cog and without
unresbe delay sa Provde r Medefense of n
Insured In ligaton in which any thid Passers a claim
-adw e to t e o or httnst u but aOaty U o se

*stated cause of action aegi a defect. kn or en.
cumnbnne or cher mater i nhued ast by t Thpdky.e

*Ceonpay shal have the fight to selet cournset sehk
g he t of mhe inwed bo eject for reasonable

* eause) torpret eisted asto thcust statcauses of
ac. r and BS nobe labe tor and WI niot pay Me fees of
any oeme coze& N Comnpany wDN net pay any tees costs

* or pienesbheured bymteinsiedih te defensotltose
Cases of acton c1A"le ge mtrs rint s d agit by
Ihs pIc)y.
. - (b) The Conmpy d have theg atIts own cost

b si nd prostea "dt oon r procedng ort do
ay othier act which In bt op*tion may be necessary or
desirable to estabish Me tte tV me esW oer Intee as

. hsud or to prevent or reduce toss or etmage to te
Insured. The Comparny mytake any a priate ton wider
1he term e ofit polcy, thisr Cr io t shal be bble
hereunder, VWd shdl not thereby concede IaNy or wae
any povisionof Ws polcy. I teCompan y ma mrlse R
rights under Mis paragrah I Ma do so dlgenily.

(c) Whenever te Cma Sy hala have bro t an
anton or Interpsed a deMfene as reqed oer w ted by the
provisions of " pelcy, me Company may purse amy
tugaton to Wnal determinaton by a cor of c pe nt
Jrisdicon and etesly rves Me gt hi Is sole
sron t appeal from any adverse d r or Order.

(d) hIdcum wel e tMh pol esor reu
te ComPany to prosicute or provide for deense of any
aton or proceeftngm Insured sha secure to me
Company tMe Iitto so Prosecute or provice defne in Me
action or procee t and a1 appetas Mt . and permit te
Companyto USJ atis Of themnum ettheinsuedtortls
purpose Wheneer est by to C M t mte nsure
at ere CaIsr eIft e. h a e te Comacny a-
reasoasule ud ti nh n cn or prqeedinC . serwiug
ermdnce, obtlg wbesses, proecun our detendino me

* Oertin IproceedN any o lea og srt lenrtmdi it h y
aefr lawfiatwhtsw ch lthme opklln of me Comayma ybe

necesr or deirle an estabhwh me g to the esate or
htleres as IfK the Comp~any I prejudiced bythe failure
of me insured to turnish the required coeraton, the
Compnpts eciatns to mhe insured under thepwoI~q
termiae. nhjdblg any labiy or obigullonbden
prosecute. or contnue any itgaton. will regard to bhe mttzer
or atmers requiring such cooperon.

5. PROOF OF LOSS OR OAMAGE

In addition to and after te notices required under
Section 3 of ose Conditions nd Stpu ons have been
praOided tMe Company. a proof of loss or damage signed and
sworn to by the hsured claimant shag be furnished to the
Company within 90 Cays after te Insured claimant sha
ascertain te facts gMng rise to tIe loss or danage. The
procf of loss or damage shat describe te deect hi. or Gen
or encumbrance on Cie tMe. or orrer matter insured acanst

pay.
Upon toe exercise by Vie Company of tis ocption. at

latility and obligations to the Insured under this posiy. oter
tIan to mae the paynent required. Saa termrate. cing
any iabilty or obligation to defend. oset. or contnue
aTy vagalon. ad vie potcy sa ce surrende to ie
Company for cance~aon.

(b) To Pay or Oterise Sidte Wth Pates Otherthin
2he hIsured or Wgl le Insured Claimant

() to pay or otherwise setle wl ofter parties for
or In me name of an nred cimant any claim insured
against under Nis polcy. together wift any cost, attorneys'
fees ad anes incurred by me insured claiant which
wer autorad by tie Comnpany up to tie tene el payment
asnd wch mhe Com y Is ied to pa or

p) t pay or oewise se e w 2hme insur
claksrntt toz ss ordCarrig proided forundertts polcy,
gt h w ay costs. torneys fe and eqxinses

incurred y dchi whch wereaithorbed byMe
Comprny up lo the h ne of payment and wNich mt Compny
kS obgaedto pay.

IUo n Me ie edse by 2t Compan of dfter of Me
op t provided for ih pagraphs (bO)M or (1). t1e Con-
pays otit, me insured under his policy for toe
claimed toss orCdarag, oter tan me parment reqiredto
be made. shall teirmhs. Including any laily or obigalloin
t daefend. prosecute or corninwe any itigaton.

7. DETERMINTIONI, EXTENT OF LIABILITY
AND COINSURANCE

This polcy Is a congract of lidewifty against acftWn
moneary toss or damage sustained or incurred by te
Insuegd ctiant who has suffered toss or damige by mson
el nislers insrdaganstby his poicyand only tote extent
her* descbed.

(a) ThN labty of nth Company under ise pcly shall
not exceed tt kwast at

(1) me Mon t of tsrance sated in ScheSie A;
or .

M) led fe between e value ofe hesured
tate orierts insured and te vue olie insured est

or interest sbect to he deect Ion oer crbmrc Insed
ainst by thb Pispc.

(b) hI Me event gmt Anit of Insorance stted I
SWwdue A at me Date of Pokly kI less gmn dO pern t
Ome vne Of e inured esate or Iterest or me ht
considtio paid for me lnd. w It I oss r i
subsequet t the Date of Pclcy an inrovenwt ki ene d
Mn he kw wh icre sese value of me insured esute
or ItM t by at ist 20 percent or the Amount of
insrnce sttd hr Schedule A. hen this Pdqlc b strect tD
the boobvc

Q) where rio aubseut Inprovement has been
ade, sateany p ara loss.mhe CorysV inly pay te

ioss pro ratai h he pro ton tht Uthmot d hswo
t Va oft ibkybn tomhe total value of me Iued estate

inpovmen5 aseen mpn D l aWios the
Ccrranshad onlypvayi htobss pro reahaInhe propalon 2hat
120Operc~al ins de st eInsucha Istte
A bm t D e urn oh 2e 1 fiura stated In
Schtba A and the aNwait expended for Me impromert

Theprovision o t paraph srnot appy to
costs, at y tees and exnes fr which h Company

yy appMy to mat portion
S any toss tich eds, in tt greg 10 percent ofme nitat od inurnce sd in Scnedule A.

(c) The NCoWM Wi M orsy Msa cdnt =ey
fees snd eenses Incurred In accordance will Section 4 of
t2ese Conditons and Stpufaftn.

L APPORTIONMNEl

I thi d descabed In Schedule (A) (C) consists of two
or nio parcS s %"M Ma nr e used s a s e site. an d a loss
kI established a ort or mor of te parcels but not al,
Me loss SW ll be computed and seced on a pro ra bais as
If mn Amours of isurance under his poliy was dhided pro
rat is to tMe value on Date of Policy of each separate parcel
to Me whole, exclushe of any riprovements-made sub-
sequent to Date of Polic. unless a labity or value has
Ct s bn amged upon as to ach parcel by Me
Company and he insured at toe ime of the issuance of tCis
Poicy and shown by an express stmnt or by an
encorsement attached to is polcy.

9. LIMITTION OF LAILITY.

aIf le Company establshes thetle. ornremoves te
allee ddect. en or encumbrance. or cures the lack of a
rig of acicss to or from mhe ard. or cures VtW cWm of
unmarketebity of ftie, ag as insured in a reasonbly dilgent
manner by any m including litgation and re comple-
ton of any apeals terefrom, it Shal have fully performed its
obligations wil respec to mat mater ard suan not be lable

Wnentere Cernoiny 5f U1have 5t-t anz pa d a
claim under tIis policyal zI nC su3rogat;n sna:l ves: in
the Company unaflected zy ary act .o r.e su.-red ct.arur.
The Company snail be subrogated to and be ectelt to all
rihs and remedies which tie insured claimat woeld have
had aqalst any Person or property h respect to me claim
had thps poky not been Issued. n requested by the Conmany,
m IInsured cIaimnt stit rbanister t aedt Company al g rtgts
and retedies against any Person or property necessary In
order to perfect ts dliht of subrogaton. The Insured
claimant snail pernd me Company to sue, compromise or
setle Inte name of M Insured clairtnarandto use te name
of me Insured clalmart In any trascton or I ation
invvMig tMese rights or remedies.

I a pay aon acourt of a clam does nro toy cover
Me loss of Me insured climant. tie Co any shal be
subrogated to these rights and remedies In the proportion
which Moe Comranys payment bears to the whole amount
of me tWos.

I toss should resuft fm ny act of mt insured
claima, as staled above, hat ad shag not void Ills pcly.
but me Company. In mat vnt shal be rerMd to pay nly
tat part of any lssoskwred against by is pocy which
shU OCetC tht a M If any bt la tht Company by
eason of the Inipairment by Me kisur caimant of tie
CorPrs gti of sutrogaton.

b) Ti Company's Rights Againt me-Iasumed

nT CoParys right of subrogtion against non-
k ed Obigors aSaS st ad Sh Include. Wout

taion tht rights eta inht red to indenlTes, uaraties,
Other polcies of isuratce or bonds. n%1sn V any
ter or condlions corained in tMao inst5umet which
provM for subrogation eu by rueson o his policy.

1& ARBITRATION.

1nss Prohibited by appicable law, eloer the Corn-
ortie isured may demand artion pursuantto the

rfetratnde Arbion Rules Of te Arerican Ahbitrlon
Asoclatofi. Arbitable n s may iclhde, but not
rrifted to, any controversy or claim between mt Company
ad the iwred ashe out of or rela tO ths PoOlcy any
saervice of Me Comwpy i conectIon with Its tssuc or
me breach of a polcy provision or other oblga2on. Al
arblrable mnal whn Me Amount of hunc Is
S1.000.000 orless sa be aritrated atte opeon of tither
me Company orme sred. A bar lbl m s whentie
Amourt of isrrgce h In es of r 1,000,000 sa be

btCaledOnly wen areed to by bat te Company and toe
khad Abitration pusnt lo Ot poscy and under the
Ruls In dbedfon t datt t edeandforarbiaonIs made
or, at the optiont ofe intsure e Rula In effect at Dat of
Pollcy sl be binding upon Me Parties. The award may
inclde t~es ees oily It mhe laws of the stas in wch
met hndib bcaed permrit a cowltobwaurdkatomesfet
a prain party. Judgment upon me award renderd by the
Artilrtor(s) may be ertered in any court haing Miitio

The law of me Anis o the land sa! aoply to an
ar"tit nde mhe Tile inssnance Artm laton Rules.

A copy of me Rules may be obtained from the
Company uPon request

15. LIABILITY LIMITED TO THIS POLICY
POLICY ENTIRE CONTRACt

(a) This pollcytogeowlith a* endorsements, I any,
ataed haeto by me Company h thte ente polcy and
contact betwen me Insured and Me Company. in irpt-
ing any provision oftMs polcyttIs polcy shall be Construed
as a whole.

(b) Any claim of loss or dam e. whe o not
based on neglgence, and which arlses out of Me smus of
met tte to et estate or interest covered hereby or by any
action assering such claim. sht be restrictedtotUs policy.

Cc) N e acnuent of orertnsement to is policy
can be made srcsptobyawting endorsed htreon oratached
hereto signed by edther toe Presidt, a Vce President Me
Secretary, an Assistant Secmru or vadaing officer or
autiiotlae signatory of met Comnpany.

16. SEVERABILU

n tme event any provision of te policy Is held nvad
or unenforceable under applicable law. the policy shag be
deemed not to include toat provision and all other provisions
shal rean In full force and effect

17. NOTICES, WHERE SENt

Alt t ram Llb to be con N Cfi aX aY
In w" imed b be km.d M Caq 1S1 ihik 0,
nibr d tk pky atnd be to ud b o faCofrW1 at
I Ft c Way. Santi A¶ Cakmra 927. tIN b etc.
whdh huMd tAi .tk



First American Title Insurance Company
OWNER POLICY OF TITLE INSURANCE

Schedule A

'4F No. or File No. : 04-041C
ate of Policy : 1-22-04 @ 11:46 A.M.

Amount of Insurance : $ 68,300.00
Policy Number : J1800788<THE POLICY NUMBER SHOWN ON THIS SCHEDULE MUST AGREE WITH THE
PREPRINTED NUMBER ON THE COVER SHEET.

1. Name of Insured *:

LOUISIANA ENERGY SERVICES, L.P., a Delaware Limited Partnership

2. The estate or interest in the land described herein and which is covered
by this policy is:( a fee, a leasehold,etc.)

EASEMENT LEASEHOLD

3. Title to the estate of interest in the land is vested in:

LOUISIANA ENERGY SERVICES, L.P., a Delaware Limited Partnership, as
evidenced by that certain Easement filed 8-22-03, Under File No.
RW28583, New Mexico State Land Office, and in Book 1279, Page 388, Lea
County Records, Lea County, New Mexico, executed by New Mexico
Commissioner of Public Lands to Louisiana Energy Services, L.P., a
Delaware Limited Partnership, as assigned by way of that certain
Assignment dated 1-20-04, filed 1-23-04, Under Miscellaneous Instrument
File No. 1125, New Mexico State Land Office, and in Book 1279, Page 413,
Lea County Records, Lea County, New Mexico, executed by Louisiana Energy
Services, L.P., a Delaware Limited Partnership to Lea County, a
political subdivision of the State of New Mexico, and as subsequently

K, leased by way of that certain Lease and Purchase Agreement dated 1-22-
04, filed 1-22-04, in Book 1279, Page 420, Lea County Records, Lea
County, New Mexico. Executed by Lea County, New Mexico, a political
subdivision of the State of New Mexico to Louisiana Energy Services,
L.P., a Delaware Limited Partnership.

4. The land referred to in this policy is described as follows:
FOR SURFACE TITLE ONLY:

SEE ATTACHED EXHIBIT "A" FOR LEGAL DESCRIPTION

Countersigned by ___ _

Authorized Officer or Agent

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

Schedule B

GF or File No.
9 ate of Policy
Policy Number
PREPRINTED NUMBER

: 04-041C
: 1-22-04 * 11:46 A.M.
: J1800788<THE POLICY NUMBER SHOWN ON THIS SCHEDULE MUST AGREE WITH THE
ON THE COVER SHEET.

This policy does not insure against loss or damage (and the Company will not pay costs,
t attorneys' fees or expenses) which arise by reason of:

f 1. fRights er claims of partieo in poooe3oion not shown by the public record.

At GA Easements or elaims :f easements not shown by the public record.

4 a. Enereaehmento, overlaps, enflcito in boundary lineo, shertages in area or other matters
- - I -1 - ~ - - - - -1 - - - ~ ~-- - - - - - .- ------ S … -r ; - - - - - - - - - - -

__--- - - Uz C -an --- reure Iuse ana no c n- o - n pr-- -- -- --

f,
bT 4. I ny -lien, elaim er right to a lien, Eer serv-ices, labor er m~aterial, heretezre 0zr

hereafter furniehed, imposed by law and not shown by the public reeords.

S. Czrmmunity przperty, survivership, := emestea rights if any, ef any spouse eE thae
i s r e d __.._v..__A__ ..A __ ___ __ _ t _ __e_ __ ___ vA_ A

_ 
. v .

@ . . J w z J q . . w J _ w . sI j - - .. . - - - - - - - - - - - - - - - . - , I - - -
of _ . ^ -I - - - - - - _ _ - - -,, - - - -_, c- c-. c - ---

corporatione, governments, or other entitiae, to lands comprising the shores or bottems
_E _ na _ able steas _e or _an beod th -ln _E _ae or buhAd -lines

established or changed by the Unaited Stnates Cvrnment.

Unpatented miningq Z-imo; rcorevatieno or aceptiono in patents er in aeto authorizing the7. A
-h r ci------e- theree lwater rights, claims or title to water.

8. Taxes or assessments which are not shown as existing liens by the public record.

,9. Taxes for the year 2004 and thereafter, not yet due and payable.

10. Reservations, conditions and stipulations as contained in Patent appearing of record in
the New Mexico State Land Office under Patent No. 1202902.

11. Title to all the oil, gas, minerals and mineral substances within and underlying the
premises.

12. Oil and Gas Lease filed with the New Mexico State Land Office and labeled B-4467
dated 6-10-35, executed by and between The State of New Mexico and Gypsy Oil Company,
assigned to Gulf Oil Corporation in Assignment filed with the New Mexico State Land
Office 2-24-36. Gulf Oil Corporation, evidenced by those certain Articles of Merger
filed with the New Mexico State Land Office, changed its name to Chevron U.S.A. Inc.
Chevron U.S.A. Inc. partially assigned lease to Louisiana Energy Services, L.P.,
evidenced by Partial Assignment of Oil and Gas Lease filed with the New Mexico State
Land Office on 8-28-03 and Partial Assignment of Oil and Gas Lease dated 8-22-03,
filed 8-28-03, in Book 1249, Page 610, Lea County Records, Lea County, New Mexico.

CONTINUED ON NEXT PAGE

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



. First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

POLICY NO. J1800788; GF NO. 04-041C
Schedule B - PAGE 2

13. Pipeline Easement (unrecorded) as evidenced by that certain Conveyance, Assignment
Yy and Bill of Sale dated 12-24-90, effective 12-31-90, filed 1-2-91, in Book 536, Page

273, Miscellaneous Records, Lea County, New Mexico, executed by Enron Corp. fka
Northern Natural Gas Company to Northern Natural Gas Company. RE: Pipeline Easement
(NMG 203-18).

14. Right of Way filed in the New Mexico State Land Office as Permit No. RW22760,
executed by Commissioner of Public Lands State of New Mexico_ to Big Three
Industries, Inc. As assigned in that certain Assignment of Right of Way and Easement
approved and filed with the New Mexico State Land Office October 14, 1986 and
executed by Big Three Industries, Inc. to Big Three Carbon Dioxide Company. Big
Three Carbon Dioxide Company changed its name to Air Liquide America Corporation as
indicated in Miscellaneous Instrument #8970 filed with the New Mexico State Land
Office. Said Right of Way assigned by Air Liquide America Corporation to Trinity
Pipeline L.P. evidenced by Assignment filed with the New Mexico State Land Office on
7-21-03. Said Right of Way is labeled Underground Pipeline as shown on Survey
prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page
566, Survey Records, Lea County, New Mexico, and as additionally shown and labeled
as Permit for Right-of-way-Air Liquide America Corporation, New Mexico State Land
Office Permit No. RW22760 on Survey prepared by Pettigrew and Associates, dated 8-26-
03, filed 8-26-03, in Book 1, Page 568, Survey Records, Lea County, New Mexico.

15. State of New Mexico Grazing Lease No. GR 1855 filed in the New Mexico State Land
Office. Executed by the New Mexico State Land Office to Wallach Ranch, LLC. And
as mentioned in those certain Probate Proceedings, Lea County Probate Court case no.
3932, filed 10-29-75, styled In The Matter of the Estate of Paul Wallach, Deceased
and referenced as GR 527, by and between State of New Mexico and Paul Wallach.

16. Encroachment of the fence along the western boundary as shown on Survey prepared by
YJ Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in

Book 1, Page 568, Survey Records, Lea County, New Mexico.

17. Rights of Wallach Ranch, LLC and Wallach Concrete, Inc. set forth in those certain
unrecorded Letter Agreements dated 8-22-03 and that certain unrecorded Non-
Disturbance Agreement dated 9-1-03 executed by and between Wallach Ranch, LLC,
Wallach Concrete, Inc. and Louisiana Energy Services, L.P. in and to the road running
North and South along the center line of the property as shown on Survey prepared by
Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in
Book 1, Page 568, Survey Records, Lea County, New Mexico.

18. Agreements, covenants and conditions in favor of Wallach Ranch, LLC including but not
limited to the first right of refusal as mentioned in those certain unrecorded Letter
Agreements dated 8-22-03 and that certain unrecorded Non-Disturbance Agreement dated
9-1-03 executed by and between Wallach Ranch, LLC, Wallach Concrete, Inc. and
Louisiana Energy Services, L.P.

19. Terms and conditions of that certain Easement No. RW28583 executed by the
Commissioner of Public Land, State of New Mexico on 8-20-03 to Louisiana Energy
Services, L.P., a Delaware Limited Partnership, and filed in the New Mexico State
Land Office on 8-22-03, as file no. RW28583, and filed in the Lea County Records on
1-22-04, as file no. 50770, in Book 1279, Page 388, as assigned by way of that
Assignment dated 1-20-04, filed 1-23-04, Under Miscellaneous Instrument File No.
1125, New Mexico State Land Office, in Book 1279, Page 413, Lea County Records, Lea
County, New Mexico.

CONTINUED ON NEXT PAGE

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



First American Title Insurance Company
OWNER POLICY of TITLE INSURANCE

POLICY NO. J1800788: GF NO. 04-041C
Schedule B - PAGE 3

0. Terms and conditions of that certain Agreement Regarding Land Use Restriction or
Condition effective 8-22-03 executed by and between the Commissioner of Public Lands,
State of New Mexico and Louisiana Energy Services, L.P., a Delaware Limited
Partnership, and filed in the New Mexico State Land Office on 1-20-04, as file no.
LURC #3, and filed in the Lea County Records on 1-22-04, as file no. 50771, in Book
1279, Page 406.

21. Terms and conditions as contained in that certain Lease and Purchase Agreement dated
1-22-04, filed 1-22-04, in Book 1279, Page 420, Lea County Records, Lea County, New
Mexico. Executed by and between Lea County, New Mexico and Louisiana Energy
Services, L.P., a Delaware Limited Partnership.

22. Indenture dated 1-22-04, filed 1-22-04, Under File No. 50774, in Book 1279, Page 458,
Lea County Records, Lea County, New Mexico. Executed by and between Lea County, New
Mexico, as Issuer, Bank of Albuquerque, N.A., as Depository, and NEF Series 2004,
LLC, as Purchaser, securing an industrial revenue bond in the maximum principal
amount of $1,800,000,000, to be funded as project costs are incurred.

The Policy is invalid unless the insuring provisions and Schedules A and B are attached hereto.
In compliance with Subsection D of 13.14.18.10 NMAC, the Company he-raby waives its right to demand arbitration pursuant to
the Title Insurance Arbitration Rules of the American Arbitrat-on Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by both the Company and the insured.



EXHIBIT "A" TO POLICY NO. J1800788
GF NO. 04-041C

LEGAL DESCRIPTION

FOR SURFACE TITLE ONLY:

A parcel of land within Section 32, Township 21 South, Range 38 East, New
Mexico Principal Meridian, Lea County, New Mexico and being more particularly
described as follows:
Beginning at the one-quarter corner between Sections 31 and 32 (a found GLO
brass cap on a 2-inch iron pipe);
THENCE N00 38'22"W along the section line between Sections 31 and 32 a
distance of 2638.37 feet to the corner of Sections 29, 32, 31 and 30 (a found
GLO brass cap on a 2-inch iron pipe);
THENCE N89018'08"E along the section line between Sections 29 and 32 a
distance of 2640.69 feet to a set 5/8-inch rebar with a 2-inch aluminum cap
marked "MUTE PLS 13239";
THENCE N89°18'08"E along the section line between Sections 29 and 32 a
distance of 2640.69 feet to the corner of Sections 28, 33, 32 and 29 (a found
GLO brass cap on a 2-inch iron pipe);
THENCE S0039'20"E along the section line between Sections 32 and 33 a
distance of 2640.49 feet to the one-quarter corner between Sections 32 and 33
(a found GLO brass cap on a 1-inch iron pipe);
THENCE S0041'56"E along the section line between Sections 32 and 33 a
distance of 2324.52 feet to a found railroad iron marking the right-of-way
for New Mexico State Highway No. 234; from whence the corner of Sections 33
and 32 of Township 21 South, Range 38 East, and Sections 4 and 5 of Township
22 South, Range 38 East (a found h-inch rebar) bears S00°41'56"E a distance
of 340.08 feet;
THENCE N80*10'49"W along the observed northerly right-of-way line of New
Mexico State Highway No. 234 a distance of 5377.12 feet to a point of
intersection with the section line between Sections 31 and 32 (set 5/8-inch
rebar with a 2-inch aluminum cap marked "MUTH PLS 13239"); from whence the
corner of Sections 31 and 32 of Township 21 South, Range 38 East and Sections
6 and 5 of Township 22 South, Range 38 East (a found GLO brass cap on a 2-
inch iron pipe) bears S00"35'16"E a distance of 1321.66 feet;
THENCE N00°35'16"W along the section line between Sections 31 and 32 a
distance of 1345.14 feet to the point of beginning.

The Policy a invalid unles the insuring provisiam and Sdbo&Aa A and B at asmiF d herto.
In Compliance with Subsection D of 13.14.18.10 NMAC, the Company hereby vaives its right to demand arbitration pursuant
to the Title hisurance Arbitration Rules of the American Arbitration Association. Nothing herein prohibits the arbitration of all
arbitrable matters when agreed to by b6th the Company and the insured.



OWNER'S LEASEHOLD CONVERSION ENDORSEMENT

Attached to Policy No. J1800788

Issued by

First American Title Insurance Company

Effective on and after 1-22-2004 the Conditions and Stipulations of said policy are hereby
amended in the following particulars:

Section 1 of the Conditions and Stipulations is hereby amended by deleting therefrom subparagraph (h), If such
subparagraph appears in the policy.

Section 7 subparagraph (b) is amended to read as follows:

(b) 'in the event the Amount of Insurance stated in Schedule A at the Date of Policy is less than 80 percent of
the value of the Insured estate of Interest or the full consideration paid for the land, whichever Is less, or if
subsequent to the Date of Policy an Improvement Is erected on the land which Increases the value of the
Insured estate or Interest by at least 20 percent over the amount of Insurance stated in Schedule A, then this
policy Is subject to the following:

(i) where no subsequent improvement has been made, as to any partial loss, the Company shall only pay
the loss pro rata in the proportion that the amount of Insurance at Date of Policy bears to the total value of
the insured estate or interest at Date of Policy; or

(ii) where a subsequent Improvement has been made, as to any partial loss, the Company shall only pay
the loss pro rata In the proportion that 120 percent of the Amount of Insurance stated In Schedule A bears
to the sum of the Amount of Insurance stated In Schedule A and the amount expended for the
Improvement.

The provisions of this paragraph shall not apply to costs, attorneys' fees and expenses for which the Company
is liable under this policy, and shall only apply to that portion of any loss which exceeds, in the aggregate, 10
percent of the Amount of Insurance stated In Schedule A."

If the Policy contains Section 14, Valuation Of Estate Or Interest Insured, and Section 15, Miscellaneous Items Of
Loss, then such Sections are hereby deleted and Sections 16, 17,18 and 19 are hereby renumbered 14, 15, 16
and 17 respectively.

This endorsement when countersigned below by a validating signatory, Is hereby made a part of the policy and is
subject to all of the terms and provisions thereof and of any prior endorsements thereto. Except to the extent
expressly stated, it neither modifies any of the terms and provisions of the policy and any prior endorsements, nor
does it extend the effective date of the policy and any prior endorsements, nor does It increase the face amount
thereof.

IN WITNESS WHEREOF, the company has caused Its corporate name and seal to be hereunto affixed by its duly
authorized officers.

Dated: 1-22-2004

FirstAmerican Title Insurance Company

BY be PRESIOENT

Byr AUTHoR2ED SIGNATORY

OWNER'S LEASEHOLD CONVERSION ENDORSEMENT
NM 31 (-X2)



NAMED INSURED ENDORSEMENT

Attached to Policy No. J1 8007RR

Issued by

FirstAmerican T-idernsurance Company

Pararaph I(a) of Conditions and Stipulations is deleted and the followingparagraph is substituted in its place:

"insured": the insured named in Schedule A. and, subject to any rights or defenses the Company would have had against the
named insured, those who succeed to the interest of the named insured by operation of law as distinguished from purchase
including, but not limited to, heirs. distributees, devisees, survivors, personal representatives, next of kin. or corporate, partnership
or fiduciary successors. and specifically, without limitation, the following:

(i) the successors in interest to a corporation, limited liability company or limited liability partnership named as an insured in
Schedule A resulting from merger or consolidation or conversion or the distribution of the assets of the corporation or limited
liability company or limited liability partnership upon partial or complete liquidation;

(ii) the successors in interest to a general or limited partnership or limited liability company or limited liability partnership named
as an insured in Schedule A which dissolves but does not terminate;

(iii) the successors in interest to a general or limited partnership named as an insured in Schedule A resulting from the distibution
of the assets of the general or limited partnership upon partial or complete liquidaton;

(iv) the successors in interest to a joint venture named as an insured in Schedule A resulting from the distibudon of the assets of
the joint venture upon partial or complete liquidation;

(v) the trustee or successor trustee of a writfen trust instrument established by the insured named in Schedule A for estate planning
purposes to whom the title is transferred after the policy date; . _ _

(vi) the successor or substitute trustee(s) of a trustee named in a written trust instrument established by the insured named in
Schedule A for estate plamting purposes; or

(vii) the successors in interest to a trustee or trust resulting from the distribution of al or part of the assets of the trust established
by the insured named in Schedule A for estate planning purposes to the beneficiaries thereof

This endorsement is made a part of the policy and is subject to all of the terms and provisions thereof and of any prior
endorsement& thereto. Except to the extent expressly stated, it neither modifies any of the terns and provisions ofthe policy and
any prior endorsemenrts nor does it extend the effective date of the policy and any prior endorsements, nor does it increase the
face amount thereof

[N WIrNESS WHEREOF, the Company has caused its corporate name and seal to be hereunto affixed by its duly authorized
officers.

Dated. 1-22-2004

First American Tide Insurance Company

BY PRESIDENT

B Y I AUTHORIZED SIGNATORY strlEMIIt 24.

NM55 Named Insured Endorsement



NM51 Land Abuts Street
ENDORSEMENT

Attached to Policy No. J1800788
LIsuedBy

FirstAmerican Title Insurance Company

The Company hereby insures the insured against loss or damage which the insured shall
sustain by reason of the failure of the land to abut upon a physically open street known as

N. M. Emr. 234
(insert name of street).

This endorsement is made a part of the policy and is sbjec toIl 6f the terms and provisions
thereof and of any prior endorsements thereto. Except to the extent expressly stated, it neither
modifies any of the terms and provisions of the policy and any prior endorsements, nor does it
extend the effective date of the policy and any prior endorsements, nor does it increase the face
amount thereof.

Dated 1-22-2004

First American Title Insurance Company

By:

. d .S...........

?Ms (5109)
LAND AUS suM AMDOSMUM



NM53 Same as Survey
ENDORSEMENT

Attached to Policy No. J1800788
zrsuedBy

First American Title Insurance Company
It.

The Company hereby insures the insured against loss or damage which the insured shall sustain
by reason of the failure of the land to be the same as that delineated on the plat of a survey made
by Pettigrew and Associates, P.A. on

8-26-2003 . designated Job No. 2003.1084
a copy of which is attached hereto and made a part hereof.

This endorsement is made a part of the policy and is subject to all of the terms and provisions
thereof and of any prior endorsements thereto. Except to the extent expressly stated, it neither
modifies any of the terms and provisions of the policy andanp io rtn do
extend the effective date of the policy and any prior endorsements, nor does it increase the face
amount thereof.

Dated 1-22-2004

First American Title Insurance Company

By:

xdS.. ............
Ashaoized Sirsz

SAME AS Sn1VEYDOUMU,(T



RESTRICTIONS, ENCROACHMENTS, MINERALS OWNER'S POLICY; UNIMPROVED LAND

Attached to Policy No. J1800788

Issued by

FirstAmerican Title Insurance Company

The Company Insures the insured against loss or damage sustained by reason of:

1. The existence, at Date of Policy, of any of the following unless expressly excepted in Schedule 8:

(a) Present violations on the land of any enforceable covenants, conditions or restrictions.

(b) Any instrument referred to In Schedule B as containing covenants, conditions or restrictions on the land
which, In additlon, () establishes an easement on the land; (ii) provides for an option to purchase, a right of
first refusal or the prior approval of a future purchaser or occupant; or (iii) provides a fight of reentry,
possibility of reverter or right of forfeiture because of violations on the land of any enforceable covenants,
conditions or restrictions.

(c) Any encroachment onto the land of existing Improvements located on adjoining land.

(d) Any notices of violation of covenants, conditions and restrictions relating to environmental protection recorded
or filed In the public records.

2. Damage to buildings constructed on the land after Date of Policy. resulting from the future exercise of any
right existing at Date of Policy to use the surface of the land for the extraction or-development of minerals
excepted from the description of the land or excepted In Schedule B.

Wherever In this endorsement the words "covenants, conditions or restrictions appear, they shall not be deemed to
refer to or Include the terms, covenants, conditions or limitations contained In an Instrument creating a lease.

As used In paragraph 1 (a), the words 'covenants, conditions or restrictions' shall not be deemed to refer to or include
any covenants, conditions or restrictions relating to environmental protection.

This endorsement Is made a part of the policy and Is subject to all of the terms and provisions thereof and of any prior
endorsements thereto. Except to the extent expressly stated, it neither modifies any of the terms and provisions of
the policy and any prior endorsements, nor does it extend the effective date of the policy and any prior endorsements,
nor does It Increase the face amount thereof.

IN WITNESS WHEREOF, the Company has caused is corporate name and seal to be hereunto affixed by its duly
authorized officers.

DATED: 1-22-2004

First American itle Insurance Company

BY PnEsoer ',-

AUTHORIZEO SIGNATCRY

RESTRICnONS. ENCROACHMENTS, MINERALS OWNER'S POuCY. uNNWROVED LANO
N 556 (31.O2) ALTA Form 9.1
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50770

STATE OF NEW MEXICO
COMMISSIONER OF PUBLIC LANDS

GRANT OF EASEMENT AND RIGHT OF WAY

Subject to the terms, conditions and limitations set out herein below, the New Mexico

Commissioner of Public Lands (together with successors and assigns, 'Grantor"), in his capacity

as trustee of the land trust established by the Enabling Act (Act of June 20, 1910, 36 Statutes

at Large 557, Chapter 310) and that trust's assets (the land trust and its assets, collectively, the

'Trust"), hereby Grants to Louisiana Energy Services, L.P., a Delaware limited partnership

(together with its successors and assigns, 'Grantee"), whose address is 1133 Connecticut Ave,

NW, Suite 200, Washington, DC 20036, an easement and right of way ("Easement"), in and to

the Land (defined below).

1. Land: This Easement covers the State of New Mexico ("State") trust land

("Land") depicted in the attached Exhibit A.

2. Term: This Easement is for a term ("Term") of thirty-five (35) years, commencing

on the day on which the Grantor executes this Easement ("Effective Date") and ending at 11:59

p.m. on the thirty-fifth (35>) annual anniversary of the Effective Date, or upon earlier termination

or relinquishment of this Easement.

3. Consideration: As consideration ("Consideration") for this Easement, Grantee

shall pay to Grantor

(1) One hundred twenty thousand and no/100 Dollars ($120,000) ("Initial

Payment"), payable on the Effective Date. The Initial Payment is nonrefundable.

(2) Thirty thousand and no/100 Dollars ($30,000) on the fifth (5u) anniversary of

the Effective Date, and on each anniversary of the Effective Date thereafter up to and

including the thirty-fourth (34U) anniversary of the Effective Date unless this Easement is

earlier terminated or relinquished.

Grantor and Grantee acknowledge and agree that the Consideration is good and sufficient

consideration for the grant of this Easement and for the other agreements contained in this

instrument.

-j *
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4. Uses of the Land; Improvements and Equipment:

A. This Easement authorizes Grantee to use and improve the Land in any

manner that may be necessary or convenient to support and facilitate a gas centrifuge uranium

enrichment facility ("Facility') in accordance with an operating license from the United States

Nuclear Regulatory Commission ("NRC") or any other successor agency with jurisdiction, as the

same may be renewed, revised, amended, supplemented, assigned, modified and/or

-renumbered from time to time in accordance with law and applicable regulations ("NRC*

License") and all applicable federal licensing or regulatory requirements ("Federal

Requirements") and, subject to Paragraph 26 of this Easement, applicable state licensing or

regulatory requirements ("State Requirements").

B. This Easement shall be liberally construed to assure that Grantee and its

agents have sufficient legal rights to use and improve the Land as necessary to (i) support and

facilitate the Facility; (ii) decommission the Facility in accordance with Federal Requirements

and , subject to Paragraph 26 of this Easement, State Requirements, including but not limited to

NRC requirements as specified in Title 10 of the Code of Federal Regulations (i.e., 10 CFR),

Parts 70, "Special nuclear material," and 40, "Source material," sections 70.38 and 40.42,

"Expiration and termination of licens6s and decommissioning of sites and separate buildings or

outdoor areas "(i.e., 10 CFR 70.38 and 10 CFR 40.42); and (iii) fully reclaim the Land in

accordance with Federal Requirements, State Requirements and this Easement, subject to

Paragraph 26 of this Easement. Subject to Paragraph 4.C below, Grantee's rights under this

Easement shall include, but are not limited to, the right to use and improve the Land for the

following purposes: (a) constructing and operating the Facility; (b) providing power, water, waste

disposal and other utility services to the Facility; (c) providing access to the Facility; (d) limiting

access to the Facility and the Land in proximity thereto as required by the NRC License or other

Federal Requirements; (e) constructing, operating and maintaining primary and support

buildings and facilities; (f) constructing facilities for uranium byproduct storage in accordance

with Federal Requirements, including but not limited to the regulatory standards of NRC and,

subject to Paragraph 26 of this Easement, State Requirements; (g) storing uranium byproducl~n

accordance with Federal Requirements, including but not limited to the regulatory standards of -,

NRC and, subject to Paragraph 26 of this Easement, State Requirements; (h) constructing and .-

.2-
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maintaining access and maintenance roads; (i) decommissioning the Facility as required by

Federal Requirements, including but not limited to the regulatory standards of NRC and, subject

to Paragraph 26 of this Easement, State Requirements; 0) reclaiming the Land and removing

improvements and equipment as provided in Paragraph 5.B-E of this Easement; and (k)

housing furnishings, fixtures, equipment and vehicles related to the operations at the Facility;

provided, however, that all uses and improvements under this Easement shall be in accordance

with all Federal Requirements, including but not limited to the regulatory standards of NRC and,

subject to Paragraph 26 of this Easement, State .Requirements, and only as necessary or

convenient to support and facilitate the Facility'.

C. Grantee may use and operate such equipment on the Land, and may

construct, operate, maintain and replace improvements on the Land, as may be reasonably

necessary to carry out the purposes of this Easement, as set forth in Paragraph 4.A above. As

of the Effective Date, Grantee anticipates that it will construct, operate, maintain and replace, as

necessary, the following improvements and equipment on the Land:

(1) The buildings, administrative facilities, access roads, storage

facilities, electrical lines and poles, pipelines, fencing, security apparatus, ponding areas and

other improvements depicted on Exhibit B to this Easement;

(2) A septic tank and leaching field; and

(3) Such other improvements, personal property and fixtures as may be

necessary or desirable to carry out the purpose of this Easement, as set forth in Paragraph 4.A

above.

The foregoing description of improvements and equipment is not intended to be an

exhaustive list.

D. Grantor understands and agrees that access to the Facility and to the

Land in proximity thereto will be limited in accordance with Federal Requirements, including but

not limited to NRC requirements specified in 10 CFR 73, 'Physical protection of plants and

materials," as directed by 10 CFR 70.22, 'Contents of licenses,' paragraph (h)(1), and, subject

to Paragraph 26 of this Easement, State Requirements.

E. Except as limited by Paragraph 17, (i) documents related to substantial

improvements on the Land shall be kept at the operations office for the Facility; (ii) Grantor shall

have the right to inspect such records and Improvements provided that Grantor shall request
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such inspection by giving Grantee reasonable notice thereof and provided that Grantee is able

to permit access to the Facility at the time requested by Grantor; and (iii) Grantee shall provide

Grantor with copies of documents that it provides to NRC. the New Mexico Environmental

Department and any other federal or state agency with jurisdiction, showing the location and/or

type of the improvements and equipment located on the Land. If Grantee is unable to provide

access to the Facility at the specific time requested by Grantor, such access will be available to

Grantor at such other time as is mutually agreeable to Grantor and Grantee.

5. Reclamation and Removal of Improvement and Equipment. . ,

A. Prior to termination of this Easement, Grantee shall decommission the

Facility as required by, and in accordance with, Federal Requirements, including but not limited

to NRC regulatory requirements in 10 CFR 70.38 and 10 CFR 40.42, and subject to Paragraph

26 of this Easement, State Requirements. Grantee also shall provide assurances that adequate

funding will be available to decommission the Facility in accordance with Federal Requirements,

including but not limited to NRC requirements in 10 CFR 70.25 and 10 CFR 40.36, 'Financial

assurance and recordkeeping for decommissioning" and, subject to Paragraph 26 of this

Easement, State Requirements. Documentation thereof shall be delivered to Grantor as and

when it is delivered to NRC.

B. Grantee shall reclaim the land in accordance with Federal Requirements

and State Requirements. Grantee shall submit a proposed reclamation plan ("Reclamation

Plan") to Grantor for Grantor's approval, which approval Grantor shall not unreasonably

withhold. The Reclamation Plan shall be submitted to Grantor concurrently with Grantee's

submission to NRC of its plan for decommissioning the Facility ("Decommissioning Plan") as

required by Federal Requirements, including but not limited to 10 CFR 70.38 and 10 CFR 40.42,

and, subject to Paragraph 26 of this Easement, State Requirements. Grantor agrees that the

Reclamation Plan may provide that reclamation required by Section 19.2.10.27, N.M.A.C. and

removal of improvements and equipment shall commence after completion of the activities

required by the Decommissioning Plan. Grantee shall reclaim the Land in accordance with the

Reclamation Plan approved by Grantor.

C. Prior to relinquishment or termination of this Easement, Grantee shall

remove all improvements and equipment on the Land except as otherwise provided herein, or
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except as required by the Reclamation Plan approved by Grantor, or in a written agreement

between Grantor and Grantee.

D. If Grantee fails to remove improvements and equipment on Land as

required in Paragraph 5.C, Grantor may. at Grantor's discretion, declare that all or any such

remaining improvements and equipment are forfeited to Grantor. Any such declaration shall be

in writing and shall be sent to Grantee in the manner contemplated for giving notice under this

Easement. In the event of forfeiture, Grantee shall execute such bills of sale, assignments, or

such other instruments as Grantor may request to acknowledge the transfer of title to Grantor.

E. If Grantee fails to remove any non-forfeited improvements and equipment

as required herein, Grantee shall be deemed a holdover tenant and shall pay Grantor monthly

rent, in advance, equal to three (3) times the then current rental value of the Land on which the

improvements and/or equipment is located. Such rental value shall be calculated assuming the

Land's highest and best use, as determined solely by the Grantor, and shall be based on no

fewer than 10 acres. This provision shall not be deemed liquidated damages, shall not

constitute a penalty and shall not entitle Grantee to continued use or possession of the Land.

F. Paragraphs 5.A through 5.E shall survive termination of this Easement.

6. Rights Reserved to Grantor:

A. This Easement conveys only the rights and interest in the Land expressly

described. This Easement conveys no right, title or interest in the Land by implication.

B. Subject to the limitations set forth in Paragraph 6.C, Grantor hereby

expressly reserves from this Easement:

(1) all subsurface and mineral rights, including the right to explore for,

mine, develop and produce minerals such as sand and gravel, coal, caliche and humate and to

issue oil; gas; geothermal resources and any other minerals related to the Land, provided that

such rights, issues and leases shall be subject to this Easement;

(2) the right to sell or exchange the Land, Drovided that (i) Grantor shall

give Grantee such notice as required by law, rules and regulations of its intent to sell or

exchange and (ii) such sale or exchange (if not to Grantee) shall be subject to this Easement;

and
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(3) the right to use and possession of the Land free of this Easement after

relinquishment or termination of this Easement, subject only to Grantee's right and duty to

remove improvements and equipment and reclaim the Land.

C. Grantor shall execute and record in the records of the State Land Office a

Land Use Restriction or Condition ('LURC") that provides that, absent Grantee's prior written

consent, (i) Grantor shall neither exercise Grantor's rights under Paragraph 6.8(1) nor exercise

Grantor's right to lease or otherwise dispose of or encumber the Land or any interest incident

thereto, for any purpose, or grant additional easements, rights-of-way and grants across, under.

or over the Land, including the development of any sand and gravel, coal, caliche, humate, oil

and gas or other minerals and (ii) there shall be no surface disturbance of the Land and no right

to explore for, mine, develop and/or produce oil, geothermal resources, gas and/or minerals

during the Term of this Easement. As good and adequate consideration for the LURC, Grantee

shall pay to Grantor Five Thousand and no/100 Dollars ($5,000.00) per year, beginning on the

fifth (5 h) anniversary of the Effective Date and on each anniversary of the Effective Date

thereafter up to and including the thirty-fourth (3 4t) anniversary of the Effective Date, or so long

thereafter as Grantee occupies and uses the Land, unless this Easement is earlier terminated or

relinquished; provided that if the Easement is terminated by a sale or exchange of the Land to

Grantee or to Lea County, New Mexico, (a) both the restrictions and conditions in the LURC and

Grantee's obligation to pay the consideration therefor in the amount, and for the time, set forth

in this Paragraph shall survive and (b) the instrument conveying the Land shall expressly recite

the restrictions set forth in the LURC. Grantee may record the LURC in the real property

records of Lea County, New Mexico.

D. If Grantor offers the land for sale or exchange, Grantee agrees to

participate in the sale or exchange process and submit and offer to purchase or exchange the

land direcUy or through an intermediary with a bid of at least the fair market value of the

unimproved land and the fair market value of third party improvements and comply with

Grantor's rules and regulations on land sales or exchanges.

7. Compliance with Law: Grantee shall comply with all laws, whether statutory or

court-made, regulations, rules, ordinances, and requirements, including, but not limited to, those

addressed to environmental protection and all State Land Office Rules applicable to the Land or

-6-
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to Grantee's use of the Land and improvements thereon. Grantee's compliance obligations

include, but are not limited to:

A. Grantee agrees not to discriminate against any person on the basis of race,

color, religion, national origin, sex, sexual preference, age or handicap.

B. Grantee shall not permit any nuisance to be maintained on the Land,

provided that no use of the Land permitted by this Easement shall be deemed to constitute, or

cause, a nuisance.

C. Grantee shall comply with applicable environmental laws in Chapter 74,.

NMSA 1978, and regulations promulgated pursuant thereto.

D. Grantee shall diligently maintain and protect the Land and improvements

thereon from waste and trespass, provided that no use of the Land permitted by this Easement

shall be deemed to constitute, or cause, waste of the Land.

8. No Warranty. Grantor makes no warranties as to Grantor's title, fitness of the

Land for a particular purpose or as to any other matter. Grantee shall use, improve and accept

the Land 'as is.' The rights granted hereby are subject to existing rights. Grantee agrees that it

is solely responsible for determining whether any third party has or claims any prior and superior

right, title or interest in or to the Land that may conflict with this Easement. Grantee shall at

Grantee's sole expense resolve any such conflicting claims and, in the event of litigation,

Grantor shall not be an indispensable or necessary party.

9. Existing Rights. Except as may be required by the NRC License or with

applicable NRC requirements, Grantee shall not interfere with any leases, rights-of-way, Grants

or other rights or interests in or to the Land that were granted by the State of New Mexico in

existence on the Effective Date ('Existing Rights"). Grantee specifically agrees to use its best

efforts to (i) avoid destruction or injury to any improvements or livestock on the Land pursuant to

Existing Rights; (ii) close all gates immediately upon passing through same; and (iii) pay

promptly the reasonable and just damages for injury or destruction arising from Grantee's use of

the Land. Notwithstanding the foregoing, Grantee shall have the right to negotiate with the

Grantor and the grantee of that certain Grant of Right of Way No. RW-22760 to relocate the

carbon dioxide pipeline permitted thereby.

.10. Pipelines. Unless otherwise expressly agreed by Grantor in writing, Grantee

shall bury at least twenty inches (20") below the surface all pipelines that are installed by

.7.

BOOK 1279 PAGE 394



Grantee on the Land except temporary pipelines, or pipelines whose sole purpose is to support

a construction project.

11. Assignment. Except as otherwise provided in this Paragraph, Grantee shall not

assign this Easement, either in whole or in part, without the prior written consent of Grantor.

Grantor's consent may be conditioned upon the agreement by Grantee's assignee to additional

conditions and covenants and may require payment of additional consideration to Grantor,

provided that, for any authorized assignment occurring on or before January 1, 2009, no

additional covenants and conditions and no additional payment shall be required.. Grantor

hereby consents to (i) Grantee's assignment of this Easement, or a leasehold or other interest in

this easement, to Lea County, New Mexico ("County") and to the County's grant to Grantee, or

its designee, of a lease, license, permit or other authorization to use the Easement, or such

interest in the Easement, for the purposes authorized in this Easement and pursuant to both the

County Industrial Bond Revenue Act, Chapter 4, Article 59 N.M.S.A 1978, as amended, and

other applicable law, if any; provided, that such assignment shall not diminish, alter or affect

Grantee's duties, liability or responsibilities under this Easement; and (ii) the grant of mortgage

or other encumbrance on or against this Easement to secure obligations incurred in financing

for the Facility. Additionally, notwithstanding any other provision in this Easement, Grantee

may, without Grantor's consent, grant licenses, permits or other authorizations to third parties to

carry out the purposes of this Easement; provided, however, that such licenses, permits or other

authorizations by Grantee shall not constitute an assignment of this Easement and shall not

diminish, alter or affect Grantee's duties, liability or responsibilities under this Easement.

12. Abandonment. Grantor may deem that Grantee has abandoned its rights and

interest under this Easement if after January 1, 2009, Grantee fails for a continuous period in

excess of twelve (12) consecutive months to use the Land, or some portion thereof, for at least

one of the purposes authorized by this Easement. In such event, at Grantor's discretion, this

Easement shall be subject to termination pursuant to Paragraph 15 below unless Grantee's

non-use is the result of a court or administrative order or is otherwise involuntary, as set forth in

an affidavit provided to Grantor by Grantee. Furthermore, no abandonment shall be deemed to

have occurred as to any disturbed portion of Land that has not been fully reclaimed in

accordance with this Easement.

13. Relinquishment.
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A. Grantee may request relinquishment of this Easement, in whole or in part,

by requesting such relinquishment in writing. Grantee shall not, by relinquishment, avoid or be

released from any liability arising from or related to Grantee's use of the Land, including the duty

to remove improvements and equipment and reclaim the Land. Upon relinquishment, Grantee

shall not be entitled to any refund of money previously paid as Consideration under this

Easement.

B. Notwithstanding the foregoing Paragraph 13.A, a relinquishment by Grantee of

the Easement shall not be effective, and Grantor shall not have a right to possession or control

of the Land and the improvements and equipment thereon, until the Facility has been

decommissioned and all applicable federal and state licenses, including but not limited to the

NRC License, have been terminated.

. 14. Indemnity. Grantee shall save and hold harmless, defend and indemnify the

State of New Mexico, the Commissioner of Public Lands, and his agents or employees

(collectively, 'indemnitees"), in their official and individual capacities, from and against any and

all liability, claims, losses, or damages arising out of or alleged to arise out of this Easement or

the use and occupation of the Land by Grantee or Grantee's agents, licensees, permittees,

employees, contractors (including subcontractors), and invitees; provided, however, that

Grantee shall be under no obligation to indemnify or hold indemnitees harmless from: (i) liability,

claims, losses or damages based on a third party claim that this Easement is invalid or void; and

Grantee specifically waives any claims or damages against the Grantor arising out of or directly

or indirectly related to third party claims that the Easement is invalid or void; or (ii) liability,

claims, losses, or damages caused by the sole negligence or willful or intentional act(s) of

indemnitees, or any of them. This Paragraph shall survive termination of this Easement.

15. Termination.

A. Grantor may terminate this Easement for material violation of any of the

terms and conditions of this Easement (default); provided, however, that before any such

termination shall become effective, Grantor shall mail to Grantee (or any approved assignee),

by certified or registered mail addressed to the post office address of Grantee or such assignee

shown by Land Office records, a sixty (60) day notice of default, specifying the default for which

the Easement is subject to termination. No proof of receipt or further notice shall be necessary,

and sixty (60) days after such mailing, this Easement shall terminate unless Grantee cures the
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default within the sixty-day period; or, if the default cannot reasonably be remedied within sixty

(60) days, Grantee submits for Grantor's approval within thirty (30) days of the default notice a

plan for cure, including a schedule for expeditiously implementing such plan in order to cure the

default as soon as reasonably possible. Grantor shall not unreasonably withhold approval of

such plan. In the event of early termination of this Easement for any reason, Grantee shall not

be entitled to any refund of money previously paid as consideration under this Easement, nor

shall Grantee be relieved of its duty hereunder to remove its improvements and equipment and

reclaim the Land in accordance with Paragraph 5 of this Easement.

B. Notwithstanding the foregoing Paragraph 15.A, a termination of this

Easement shall not be effective, and Grantor shall not have a right to possession or control of

the Land and the improvements and equipment thereon, until the Facility has been

decommissioned and all applicable federal and state licenses, including but not limited to the

NRC License, have been terminated.

16. Amendment. Any amendment of this Easement shall be in writing and shall be

executed by each of Grantor and Grantee.

17. Limitation on Disclosure. Notwithstanding any other provision in this

Easement, to the extent any obligation of Grantee under this Easement to disclose or otherwise

tender to Grantor information or documents of any kind or to any other person ('Disclosure

Obligation"), in Grantee's good faith judgment, based on written opinion of counsel, conflicts

with, or is contrary to, Grantee's obligation under any Federal or state statute, regulation, policy,

directive or order regarding safety, safeguards, security, national security or secrecy related to

the Facility or otherwise to Grantee's activities on the Land (Security Obligation"), the Security

Obligation shall control; and Grantee shall not be required to comply with the Disclosure

Obligation.

18. Existing Leases and Rights of Way Not Affected. This Easement does

not modify or amend or change in any way those rights and obligations now or hereafter

obtained by Grantee under separate instruments, including but not limited to (i) that certain Oil

and Gas Lease No. B-4467 from Grantor to Gypsy Oil Company, to be assigned in part from

Chevron U.S.A. Inc., successor In interest to Gypsy Oil Company, to Grantee; (ii) that certain

Agricuhtural Lease No. GR-1855 from Grantor to Wallach Ranch, LLC, to be assigned in part to

Grantee; and (iii) any other existing grants from Grantor or Grantee in the Land.
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19. Reporting. Subject to the provisions in Paragraph 17 of this Easement, Grantee

shall provide to Grantor copies of periodic reports made to NRC.

20. Enforcement. Venue for any court action bought by either party relating to this

Easement shall be exclusively in New Mexico State Court, First Judicial District, Santa Fe

County, New Mexico, after all administrative remedies are exhausted.

21. Governing Law. The provisions of this Easement shall be construed and

enforced in accordance with New Mexico law.

22. No Third Party Beneficiaries. There are no third-party beneficiaries of any

provision of this Easement.

*23. Exhibits. All Exhibits attached to this Easement are incorporated herein by

reference.

24. Costs. Grantee's performance of its obligations under this Easement shall be at

Grantee's sole cost and expense.

25. Severability. If a court of competent jurisdiction determines that a provision or

provisions of this Easement is or are invalid or illegal, such determination shall not invalidate or

render unenforceable any other provision hereof; provided, however, that if enforcement of this

Easement absent such invalid or unenforceable provision(s) would destroy an essential purpose

of this Easement, then this Easem6nt shall be deemed modified to the extent necessary to

make this Easement valid or enforceable consistent with its true intent.

26. Conflict between Federal and State Law. If there is a conflict between Federal

Requirements or other federal law and State Requirements or other state law applicable to the

Land and/or the Facility, or Grantee's use of them, such that Grantee cannot reasonably comply

with both Federal Requirements or other federal law and State Requirements or other state law.

Grantee shall not be deemed to be in 'default' under this Easement (as defined in Paragraph

15.A hereof) if Grantee does not comply with State Requirements or other state law until a

resolution of the conflict is, and Grantee's obligations are, finally determined by negotiation or

agreement among Grantee and the relevant agencies or by a court of competent jurisdiction

and last resort; provided that Grantee shall comply with rulings of a court of competent

jurisdiction during the pendency of such conflict, unless such ruling(s) is appealed to, stayed by

or otherwise abated by a court of competent jurisdiction or by operation of law.
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If there is a dispute over whether Federal Requirements or other federal law or State

Requirements or other state law apply to the to the Land and/or the Facility, or Grantee's use of

them, Grantee shall not be in 'default' under this Easement (as defined in Paragraph 15.A

hereof) if Grantee does not comply with State Requirements or other state law during the

pendency of the dispute, provided that Grantee shall comply with rulings of a court of

competent jurisidiction during the pendency of such conflict, unless such ruling(s) is appealed

to, stayed by or otherwise abated by a court of competent jurisdiction or by operation of law.

Grantee shall pay the costs and expenses, and shall bear any liability related to,

resolution of conflicts between, and disputes regarding the, applicability of, Federal

Requirements or other federal law and State Requirements or other state law.
:..

GRANTOR:

NEW MEXICO COMMISSIONER OF P@.kldLA; 1 >

By: _ _ _ _ _ __

Patrick H. Lyons, Commissioner

GRANTEE:

LOUISANA ENERGY SERVICES, L.P.

By: SEE ATTACHED SIGNATURE AND
ACKNOWLEDGMENT PAGE

Exhibits

Exhibit A Land subiect to this Easement

Exhibit B = Improvements
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SIGNATURE PAGE - EASEMENT

LOWR SL.P.

Its:_ . James Ferland, President_

, oe Cotton tb,

COUNTY OF )

,The foregoing instrument was acknowledged before me this _ _ _ day of
u. ° ; S , 2003, by E. James Ferland, President of LOUISIANA ENERGY

SERVrCES, L.P., a Delaware limited partnership, on behalf of said limited partnership.

My Commission Expires:

2//C 7
A, -1 --

NOTARY PUBLIC
ROXANNE B. RIKER

Notary Pubic
Dostrict of Cokmboa

*C` z De=a& 14, 2
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LECALDESCRI.rTION

RCHL Or- LND Wl iTIN SECION 32, TOWNSI4Uf 21 SOUTH, RANGE 38 EAST. NEW MEXICO PRINCiPAL
.JDIAN, LEACOUNTY,NEWWMIXICO.

BFGINNIC at tle ove-qusitcr eorerbetween Sections 31 and 32, (a found OLO brss cap on a 2-4nch irvn pipe);

TllENCE NOO'38'2ZW along thsesctcon line bictwci Sections 31 an 32 a distance or2638.37 feet to the can rofScctions 29
32,31 and30, (auundGLObrascapona2-inchirunpipe);

THEINCEN8918 08fl along the section line betweensecions 29 and 32 a dltance or2640.69 fccl toe tsot 5/-inch rebar with a
2.inclialuminuin cap marked "MUMI PLS 13239";

TLIiNCEN89'18'08"E along the section liebetween sections 29 and 32 adistance of 2640.69 f ct to the coiner nf Sections 28,
33.32 and 29, (a round OLO brass cep on u 2-inch Iron pipe); ,.

THIIINCHi S00°397204E along thie section line between Sections 32 and 33 a distance of 2640A9 feet to the ouc-quartrr coiner
between Sections 32 and 33, (a found MGO brass cap on a 1-inch Iroan pipe);

TIIINLCE St00J41'56"E alonth the section line between Sections 32 and 33 a distance of 2324.52 feet to a found railroad iran
marking the rlgit-of-way for New Mcxico Stato lighway No.234; from Whenca the comner o Sectlons 33 and 32 orToiaship
21 South Range 38 East, nd Sections 4 andS ofTownsliip22 South, Rsnge38 last (a found l/2-inch rebar) bears SO0 *41' 56Bi3
a distance of 340.08 feet;

TIiENCENN8O1049"WV along the observednortherly right-ot-way linc otNewtMexico Sute ligbway No.234 a distancc of
5377.12 feet to n point of Intersection with tbc section line between Sections 31 and 32 (set 5/8-Inch rebar with a 2-lich aluminum
cap maiked"MUTil rLs 13239"); fiom wbenccethethecomerofScctiont 31 and32 ofTownslup 21 South, Range38 East, and
Sectior 0 and 5 of Township 22 Sout, Rage 38 East (a found OLO brass cap on a 2-inclIlron pipe) bers SOU *35'16B a

ance of 1321.66 Revt

THENCE N0035'16'W alone the section lino between Sections 31 and 32 a distance of 1345.14 to the POINT OF BEGINNING

Said rarcel CONTAINS 542.80 ACRES more or less

CERTIIICATE 01 SURVEY-
"I, Danicl R. Muth, NeW Mexico Professional Surveyor, hereby certify that this Boundary Survey Vlat
was preparcd from an actual ground survey performed by me or under my supcrvision, that this survey
is truc and correct to the bcst ofray knowledge and belief, that this Boundary Survey Plat and tie field
survey upon which it is based mact the Minimum Standards for Surveying in Now Mexico, and thit this
survey is not a land division or subdivision as defined in the Ncw Mexico Subdivision AcL. This is a
Lloundary Survcy Plat of an exisUng tract or Lracts.

Dnicl V. Muth NMPSt 13239 -0- 3
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RECEIVED
NEW MEXICO STATE

COMMISSIONER OF PUBLI,,tN 3 22
AGREEMENT REGARDING LAND USE RES lt bN R CONDITION

kTT I' LD OFFICE
This Agreement Regarding Land Use Restriction or CoY L 1 ee npt") is entered

into effective August 22, 2003 by and between the New Mexico tioslind.On f-Public Lands
(together with its successors and assigns, 'Commissioner") and Louisiana Energy Services.
L.P., a Delaware limited partnership (together with its successors and assigns, 'LES") whose
address is 1133 Connecticut Ave. NW, Suite 200, Washington, D.C. 20036.

RECITALS

A. On August 22, 2003, the Commissioner executed Grant of Easement and Right
of Way No. 28583 pursuant to which the Commissioner granted to LES an easement and right-of-
way over, on and to the land described in Exhibit A to this Agreement ("Land").

B. Paragraph 6.C of the Grant of Easement and Right of Way provides that, subject
to certain terms and conditions, the Commissioner shall execute and record in the records of the
State Land Office a Land Use Restriction or Condition that provides that, absent LES's prior
written consent. (i) the Commissioner shall neither exercise the Commissioner's rights under
Paragraph 6.8(1) of the Grant of Easement and Right of Way nor exercise the Commissioner's
right to lease or otherwise dispose of or encumber the Land or any interest incident thereto, for
any purpose, or grant additional easements, rights-of-way and grants across, under or over the
Land, including without limitation, the development of any sand and gravel, coal, caliche, humate,
oil and gas or other minerals and (ii) there shall be no surface disturbance of the Land and no
right to explore for, mine, develop and/or produce oil, geothermal resources, gas and/or minerals
during the term of the Grant of Easement and Right of Way.

K. C. The Commissioner and LES are entering into this Agreement pursuant to
Paragraph 6.C of the Grant of Easement and Right of Way.

AGREEMENT

NOW, THEREFORE, FOR GOOD AND ADEQUATE CONSIDERATION, THE RECEIPT AND
SUFFICIENCY OF WHICH IS ACKNOWLEDGED, THE COMMISSIONER AND LES AGREE:

1. Absent LES's prior written consent, (i) the Commissioner shall neither exercise the
Commissioner's right to explore for, mine, develop and produce minerals such as sand and
gravel, coal, caliche, humate, oil and gas or other minerals related to the Land nor exercise the
Commissioner's right to lease or otherwise dispose of or encumber the Land or any interest
incident thereto, for any purpose, or grant additional easements, rights-of-way and grants across,
under or over the Land, including for the development of any sand and gravel, coal, caliche,
humate, oil and gas or other minerals and (ii) there shall be no surface disturbance of the Land
and no right to explore for, mine, develop and/or produce oil, geothermal resources, gas and/or
minerals related to the Land during the term of the Grant of Easement and Right of Way.

2. As good and adequate consideration for this Agreement, LES shall pay to the
Commissioner Five Thousand and no/100 Dollars (S5,000.00) per year, beginning on August 22
of 2008 and continuing on August 22 of each year thereafter up to and including August 22 of
2037, or of each year in succession thereafter during which Grantee occupies and uses the Land,
unless the Grant of Easement and Right of Way is earlier terminated or relinquished.

3. This Agreement shall be recorded in the records of the State Land Office and in the real
property records of Lea County, New Mexico.

H:\NIA\14275\43468\docs\LURCNJA 11-19-03.doc
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4. The term shall begin on the date on which the Commissioner executes this Agreement
and shall end on August 22, 2038, or so long thereafter as LES occupies and uses the Land,
unless the Grant of Easement and Right of Way Is earlier terminated or relinquished; provided
that if the Grant of Easement and Right of Way is terminated by a sale or exchange of the Land to
LES or to Lea County, New Mexico, (a) both the restrictions and conditions in this Agreement and
LES's obligation to pay the consideration therefor in the amount, and for the time, set forth in this
Paragraph shall survive and (b) the Instrument conveying the Land shall expressly recite the
restrictions set forth in this Agreement.

5. If a court of competent jurisdiction determines that a provision or provisions of this
Easement is or are invalid or Illegal, such determination shall not invalidate or render
unenforceable any other provision hereof; provided, however, that if enforcement of this
Easement absent such invalid or unenforceable provision(s) would destroy an essential purpose
of this Easement, then this Easement shall be deemed modified to the extent necessary to make
this Easement valid or enforceable consistent with Its true intent.

6. This Agreement shall be binding upon, and shall inure to the benefit of, the
Commissioner and LES and their respective assigns and successors in interest.

Executed in duplicate.

NEW MEXICO

By.

THIS SPACE INTENTIONALLY LEFT BLANK

2
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LES SIGNATURE PAGE FOR LURC

LOUISANA ENERGY SERVICES, L.P.

James Ferland,

DISTRICT OF COLUMBIA )
)ss.

This instrument was acknowledged before me on November i. , 2003 by E. James
Ferland, President of LOUISIANA ENERGY SERVICES, L.P. a Delaware limited partnership.

NOTARY PUBLIC

My commission expires:

Exhibit A Land subiect to this Agreement

it;sc n ° * e

C',

...
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GL ENVIRONMENTAL INC.

APPLICATION

FOR STATE OF NEW MEXICO IAND

TOWNSHIP 21 SOUTH, RANGE 38 EAST, N.M.P.M.

SEGTION 32
NE1/4-NE1/4
NWI/4-NEI/4
SW1/4-NEI/4
SEI/4-NE1/4
NEI/4-NW1/4
NWI/4-NWI/4
SWI/4-NW1/4
SE1/4-NW1/4
NEJ/4-SE1/4
NWI/4-SE1/4
SWI/4-SEl/4
SEI/4-SEl/4
NE1/4-SW1/4
NW1/4-SWl/4
sWl/4-SW1/4
SEI/4-SW1/4

LEA COUNTY, NEW MEXICO

Exhibit A
Page I of 3 AnFa
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EXHIBIT "1A"i
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ILEGAL ZESClUPTION

A PARCEL OF LAND WITILIN SECTION 32, TOWNSHIP 2! SOUTH, RANGE 38 EAST, NEW MIIXICO PRICIPALN'"IDIAN LEA COUNTY, NEW MIMICO.

IJEGINNIG at the ouc-qunniCr conmCrbctwccn Scetions 31 and 32, (a fowid GLO brass cap on a 2-inch lion pipC);

TrIIENCE NOU'8'22W along the section line bCtwCeO Sections 31 an 32 a distance of2638.37 fcct to the comer of Sections 29,32,31 rId 30, (I found OLO bWass cap On a 2-hich iron pipe);

.1 IiENCE N8901 80"ll along the section line between Sections 29 and 32 a distance or 2640.69 feet to a sCt 5/8-inch Icbsr with a2-inch aluruintun cap markCd 'MUT-I l1LS 13239w;

'l11ENCE N89X I 8'08"H aULng thie section line bctxCcu sections 29 and 32 a distance of2640J.69 ceCt to the conter of Sections 28,33, 32 and 29, (a found GLO brass cap on a 2-inch Iron pipe);

THIENCEI S00oY39'2U"I; aloIg tire section line between Scctions 32 and 33 a distance of2640.49 feet to the one-qumtercrOmerlbetween Sc[tions 32 and 33, (a found GLO brass cap onl a I -inch iron plpc);

'TI IENCE, S0004 1'56"1L aloug, thC section linc between Sections 32 and 33 a distance of 2324.52 feet to a found railrotail ironIi.rrkihn thte trilht-of-way lur Ncw Mcxico; Statc li;bWay NO. 2.14; fiom WvlcUce IhC cnCr ofSections 33 and 32 or ruwVnghip! I Souti, Rantige 33 E-ast,- rd SeCtions 4 ati l 5arTowtslhiP 22 Soutll RatnG 38 East (a found l/2-incI rebar) bcar SOO 4 156"Ia distance or3401.08 feet;

*1IIIiNCV. N8C'0910-49tV alonG the observed noutcerly right-of-way line tofNew Mexico StAte Highway No. 234 a dintance of5377.12 feet to a lpoiat of iotcrsection with thc sectiou line between Sections 31 and 32 (set 5/S-inch rebar with a 2-inch aluntinwrntnp naiked 'MMU:11 I I'LS 13239"); front witctice the tih oomer of Sections 31 and 32 of Township 21 South, Range 38 East. snndSections 6 aind S o(Towmisbip 22 South, Rtange 38 East (a found OLO brass cap onl a 2-Inch iron pipe) bears SOO '35'16'l aicc of 1321.66 feet;

THLENCE NOO'3516"W along the section line between Sections 31 and 32 a distance of 1345.14 to the 1'OINT O01?D3EOINNINO

Said ruecl CONTAINS 542.80 ACRES more or less

CERTIFICATE 01 SMIVEyouY-
"1, Daniel R. Multh, Ncw Mexico IPtofcssional Surveyor, hIcreby ccrtify tlat this Iloun lary Survey 1'Iatwas prepared from an actual ground survey performcd by mc or undcr tiy supervision, that this surveyic tIntc aud correct t the best ormy knowledge and belief, that this Boundary Survey Plat and the fiieldsutrVcy Upon which it is based mccti the Minisnutn Standards for Surveying in Ncw Mcxico, Anm that tsis-survey is tint a land division or subdivision as dcinecd in the New Mexico Subdivision Act. This is aIlotindary Suivcy p'lat of alt existing tract or tracts.

~ 1 1 U 1 ~P~fl3239Date

S.:

( S c er by cettify th a thui ns tument wa tfmied fr rccord un: .

ata /ag o AJr r 2 ^ .D.

Bf ook I /rire a G
> * /County Clik

Dy 4 >z _, Drputm

PE7TIGRW WAND ASSOCIATES
I110 M. U EtitU }z."34O(somm it) fIII 4200MEADJVL4UCL NE,
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ASSIGNMENT RE CE IV ED
255u 'Jo?' 23 Pfl 1i 29

This Assignment (the "Assignment") is entered into as.of-1he date f execution

by all parties hereto by and between, as assignor, Louisiana neg Services; L.P., a

Delaware limited partnership with an address of One Sun Plaza. 100 Sun Lane NE; Suite

204, Albuquerque, New Mexico 87109 ("LES" or "Assignor"), and. as assignee, Lea

County, a political subdivision of the State of New Mexico acting through its Board of

County Commissioners on behalf. of Lea County (collectively, the "Count'" or

"Assignee"). Assignor and Assignee agree as set forth below.

RECITALS

A. By the terns of that certain State of New Mexico Commissioner of Public

Lands Grant of Easement and Right of Way effective August 22, 2003 (collectively, the

"Easement"), recorded on January 22, 2004, in the real property records of Lea County,

WE } New Mexico, in Book /,92, at Pages ____- sa , as Document No.

___ 57_ ____, the New Mexico Commissioner of Public Lands (together with

H g successors and assigns, the "Commissioner" or "Grantor"), in his capacity as trustee of

-c ~othe land trust established by the Enabling Act (Act of June 20, 1910, 36 Statutes at Large

g 557, Chapter 310) and that trust's assets (the land trust and its assets, collectively referred

)f O to as the "Trust'), granted to LES (together with its successors and assigns, "Grantee"),

* 2 J1%an easement and right of way in and to the real property described in Exhibit "A"

2 Hi attached to this Assignment.

B. In Paragraph 11 of the Easement, the Commissione r as "Grantor

I~ A consents to ... Grantee's [LES'] assignment of [the] Easement. or a leasehold or other

interest in [the] Easement, to [the County he County's grant to Grantee [LES], or

I:\dbm\I 4275\3882'assignmcn DBMchangcs.edt.8.doc
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its designee, of a lease, license, permit or other authorization to use the Easement, or such

interest in the Easement, for the purposes authorized in [the] Easement and pursuant to

both the County Industrial Bond Revenue Act, Chapter 4, Article 59 NMSA 1978, as

amended [(the "Industrial Bond Revenue Act")], and other applicable law. if any;

provided, that such assignment shall not diminish, alter, or affect Grantee's [LES'] duties,

liability, or responsibilities under [the] Easement ..... .

C. In connection with an industrial revenue bond to be issued by the County

for the benefit of LES under the Industrial Bond Revenue Act, LES has determined to

assign certain of its interests in the Easement to the County, for the purposes authorized

in the Easement, as consented to by the Commissioner in Paragraph II of the Easement.

NOW THEREFORE, LES, as Assignor, hereby assigns, grants, transfers, and sets

,~ Ec o over to the County, as Assignee, all of the interest of LES in the Easement, as consented

to by the Commissioner in Paragraph 11 of the Easement, for the purposes authorized in

the Easement, including, without limitation, for the purpose of the construction and

i0 operation of a gas centrifuge uranium enrichment facility by LES as agent for the County,

as more particularly described in Paragraph 4 of the Easement, subject to the reservations

set forth in the Easement and in the following paragraph, with the understanding that the

i n County shall lease back all its interest in the Easement to. LES under the terms of that

certain Lease and Purchase Agreement dated January 22, 2004, between the County and

4, LES.

This Assignment is subject to Assignor's reservation onto itself of the following

interests in and under the Easement, which are not assigned, granted, or set over to the

I:Xdbm I4275\4388.2assignmCnLDBMchanMes.edL8.doc
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County hereunder and which interests therefore are not transferred to the County

hereunder, but, rather, are reserved and retained by LES:

a. Rights of LES under Subparagraph C of Paragraph 6 of the Easement and

under that certain Land Use Restriction or Condition, referred to in said

Subparagraph C, entered into effective August 22, 2003 between LES and

the Commissioner recorded in the real property records of Lea County,

New Mexico, in Book/Zj, at Pages / as Document

No. 5'7/ .and

b. Rights of LES, as set forth under Paragraphs 9, 11, 12, 13, 16, 17, 18, and

26 of the Easement.

Under this Assignment, LES is assigning, granting, transferring, and setting over

to the County certain of its interests as described hereinabove, provided that LES has not

assigned or delegated any of its duties, liabilities or responsibilities under the Easement to

the County, and upon consummation of this Assignment, none of LES' duties, liabilities

or responsibilities under the Easement shall be diminished, altered or affected by the
Cos;;-

terms of this Assignment.

F'r0

I *

I:Wdbmvl 4275\43S82\assignmcntDBMchangcs.edLS.doc
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ASSIGNOR:

LOUISIANA ENERGY SERVICES, L.P.,
a Delaware limited partnership

By: 7
E. James Ferland
President and Chief Executive Officer

Date: January 20, 2004

ASSIGNEE:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
*gacting h its Bo rd of County Commissioners

By: ad/ i
HarryT6gue V
Chairman of the Board of County
Commissioners

Date: January 20, 2004

1:\dbm\l 427\.43SS2\assignmenLDBMchanges.cdt.S.doc
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M isc. ~ ~ -Ls -..

STATE OF NEW MEXICO
) Ss.

COUNTY OF.97-%9 P½-

This instrument was acknowledged before me on Januar&;2/. 2004, by E. James
Ferland, as President and Chief Executive Officer of Louisiana Energ-Services. L.P., a
Delaware limited partnership. / i e / P

Notary Public
My crmissign expires:

ST.AT E OF NEW MEXICO )
)Ss.

COUNTY OF )

This instrument was acknowledged before me on Januarye?, 2004, by Harry
Teague, as Chairman of the Board of County Commissioners of Lea County, New
Mexico, a political subdivision of the State of New Mexico acting through its Board of
County Commissioners.

*2.4z k
Notary Public

Mgomnmission expires:

I:\dbm\ I 427SW38SZtassignmenLDBMchanges.edt.S.doc
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STATE OF NEW MEXIO
COUNTY OF LEA

FILED

EXHIBIT A t2 2 2 2O04 Ak
DESCRIPTION OF PROJECT SITE and corded in Cook

N16tnda ilgR~ County Clerk
The Project Site consists of the following: DCputy

A parcel of land within Section 32, Township 21 South, Range 38 East, New Mexico
Principal Meridian, Lea County, New Mexico.

BEGINNING at the one-quarter comer between Sections 31 and 32 (a found GLO brass
cap on a 2-inch iron pipe);

THENCE N00038'22"W along the section line between Sections 31 and 32 a distance of
2638.37 feet to the corner of Sections 29, 32,31 and 30 (a found GLO brass cap on a
2-inch iron pipe);

THENCE N890 18'08"E along the section line between sections 29 and 32 a distance of
2640.69 feet to a set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH PLS
13239";

THENCE N 890 18'08"E along the section line between sections 29 and 32 a distance of
2640.69 feet to the corner of Sections 28, 33, 32 and 29 (a found GLO brass cap on a
2-inch iron pipe);

THENCE S000 39'20"E along the section line between Sections 32 and 33 a distance of
2640.49 feet to the one-quarter comer between Sections 32 and 33 (a found GLO brass
cap on a 1-inch iron pipe);

sJ i THENCE S00041 '56"E along the section line between Sections 32 and 33 a distance of
ak? 2324.52 feet to a found railroad iron marking the right-of-way for New Mexico State

m Highway No. 234; from whence the corner of Sections 33 and 32 of Township 21 South,
Range 38 East, and Sections 4 and 5 of Township 22 South, Range 38 East (a found
1/2-inch rebar) bears S00041'56"E a distance of 340.08 feet;

'i THENCE N80 0 10'49"W along the observed northerly right-of-way line of New Mexico
State Highway No. 234 a distance of 5377.12 feet to a point of intersection with the

>section line between Sections 31 and 32 (set 5/8-inch rebar with a 2-inch aluminum cap
marked "MUTH PLS 13239"); from whence the corner of Sections 31 and 32 of
Township 21 South, Range 38 East, and Sections 6 and 5 of Township 22 South, Range
38 East (a found GLO brass cap on a 2-inch iron pipe) bears S00135'16"E a distance of
13 21.66 feet;

i THENCE N00035'16"W along the section line between Sections 31 and 32 a distance of
1345.14 to the POINT OF BEGINNING.

I:\dbm\i427u4388\-\assignmcnt.DBMchanges.cdL8.doc
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ASSIGNMENT

This Assignment (the "Assignment") is entered into as of the date of execution

by all parties hereto by and between, as assignor, Louisiana Energy Services, L.P., a

Delaware limited partnership with an address of One Sun Plaza, 100 Sun Lane NE, Suite

204, Albuquerque, New Mexico 87109 ("LES" or "Assignor"), and, as assignee, Lea

County, a political subdivision of the State of New Mexico acting through its Board of

County Commissioners on behalf of Lea County (collectively, the "County" or

"Assignee"). Assignor and Assignee agree as set forth below.

RECITALS

A. By the terms of that certain State of New Mexico Commissioner of Public

Lands Grant of Easement and Right of Way effective August 22, 2003 (collectively, the

"Easement"), recorded on January 22, 2004, in the real property records of Lea County,

New Mexico, in Book H at Pages 3 '' - .05 , as Document No.

5 ,the New Mexico Commissioner of Public Lands (together with

successors and assigns, the "Commissioner" or "Grantor"), in his capacity as trustee of

the land trust established by the Enabling Act (Act of June 20, 1910, 36 Statutes at Large

557, Chapter 310) and that trust's assets (the land trust and its assets, collectively referred

to as the "Trust'), granted to LES (together with its successors and assigns, "Grantee"),

an easement and right of way in and to the real property described in Exhibit "A"

attached to this Assignment.

B. In Paragraph 11 of the Easement, the Commissioner as "Grantor ...

consents to ... Grantee's [LES'] assignment of [the] Easement, or a leasehold or other

interest in [the] Easement, to [the County] and to the County's grant to Grantee [LES], or

I:.dbm\l 4275\ 3882\assignmentDBMchanges.edL.S.doc
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its designee, of a lease, license, permit or other authorization to use the Easement, or such

interest in the Easement, for the purposes authorized in [the] Easement and pursuant to

both the County Industrial Bond Revenue Act, Chapter 4, Article 59 NMSA 1978, as

amended [(the "Industrial Bond Revenue Act")], and other applicable law, if any;

provided, that such assignment shall not diminish, alter, or affect Grantee's [LES'] duties,

liability, or responsibilities under [the] Easement .... "

C. In connection with an industrial revenue bond to be issued by the County

for the benefit of LES under the Industrial Bond Revenue Act, LES has determined to

assign certain of its interests in the Easement to the County, for the purposes authorized

in the Easement, as consented to by the Commissioner in Paragraph 1 1 of the Easement.

NOW THEREFORE, LES, as Assignor, hereby assigns, grants, transfers, and sets

over to the County, as Assignee, all of the interest of LES in the Easement, as consented

to by the Commissioner in Paragraph 1I of the Easement, for the purposes authorized in

the Easement, including, without limitation, for the purpose of the construction and

operation of a gas centrifuge uranium enrichment facility by LES as agent for the County,

as more particularly described in Paragraph 4 of the Easement, subject to the reservations

set forth in the Easement and in the following paragraph, with the understanding that the

County shall lease back all its interest in the Easement to LES under the terms of that

certain Lease and Purchase Agreement dated January 22, 2004, between the County and

LES.

This Assignment is subject to Assignor's reservation onto itself of the following

interests in and under the Easement, which are not assigned. granted, or set over to the

1:%dbmkl 4275'438S2\assignmentDBMchanges.edt.S.doc
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County hereunder and which interests therefore are not transferred to the County

hereunder, but, rather, are reserved and retained by LES:

a. Rights of LES under Subparagraph C of Paragraph 6 of the Easement and

under that certain Land Use Restriction or Condition, referred to in said

Subparagraph C, entered into effective August 22, 2003 between LES and

the Commissioner recorded in the real property records of Lea County,

New Mexico, in Book J~7f at Pages /2i - 4', as Document

No.' / and

b. Rights of LES, as set forth under Paragraphs 9, 11, 12, 13, 16, 17, 18, and

26 of the Easement.

Under this Assignment, LES is assigning, granting, transferring, and setting over

to the County certain of its interests as described hereinabove, provided that LES has not

assigned or delegated any of its duties, liabilities or responsibilities under the Easement to

the County, and upon consummation of this Assignment, none of LES' duties, liabilities

or responsibilities under the Easement shall be diminished, altered or affected by the

terms of this Assignment.

I:\dbm\I 4275N43882\assignmcnt.DBMchangcs.cdt.S.doc
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ASSIGNOR:

LOUISIANA ENERGY SERVICES, L.P.,
a Delaware limited partnership

By:
E. JI es Ferland
President and Chief Executive Officer

Date: January 20, 2004

ASSIGNEE:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting thro h its Boar of County Commissioners

By:
fHarryejue C/
Chairman of the Board of County
Commissioners
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STATE OF NEW MEXICO

COUNTY OF9D
) ss.

This instrument was acknowledged before me on Januaryez, 2004, by E. James
Ferland, as President and Chief Executive Officer of Louisiana Energy Services, L.P., a
Delaware limited partnership. /!D/

<*S-t;=-'t ycommission expires:

, .-STATe OFNEWMEXICO
%d OUTYc OF..

COUNTY OF, S2, it

Notary Public

) ss.

This instrument was acknowledged before me on January q 2004, by Harry
Teague, as Chairman of the Board of County Commissioners of Lea County, New
Mexico, a political subdivision of the State of New Mexico acting through its Board of
County Commissioners.

- ., Notary PublicA, *

: ._ :..

- A , , ...

.,X s .....-

Lission expires:

I:\dbm\l 4275\43882\assignmcnt.DBMchangcs.cdt.S.doc
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EXHIBIT A

DESCRIPTION OF PROJECT SITE

The Project Site consists of the following:

A parcel of land within Section 32, Township 21 South, Range 38 East, New Mexico
Principal Meridian, Lea County, New Mexico.

BEGINNING at the one-quarter comer between Sections 31 and 32 (a found GLO brass
cap on a 2-inch iron pipe);

THENCE N00038'22"W along the section line between Sections 31 and 32 a distance of
2638.37 feet to the comer of Sections 29, 32, 31 and 30 (a found GLO brass cap on a
2-inch iron pipe);

THENCE N890 18'08"E along the section line between sections 29 and 32 a distance of
2640.69 feet to a set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH PLS
13239";

THENCE N 89° 18'08"E along the section line between sections 29 and 32 a distance of
2640.69 feet to the comer of Sections 28, 33, 32 and 29 (a found GLO brass cap on a
2-inch iron pipe);

THENCE S00 039'20"E along the section line between Sections 32 and 33 a distance of
2640.49 feet to the one-quarter comer between Sections 32 and 33 (a found GLO brass
cap on a 1-inch iron pipe);

THENCE S00041'56"E along the section line between Sections 32 and 33 a distance of
2324.52 feet to a found railroad iron marking the right-of-way for New Mexico State
Highway No. 234; from whence the comer of Sections 33 and 32 of-Township 21 South,
Range 38 East, and Sections 4 and 5 ofTowrnship 22 South, Range 38 East (a found
1/2-inch rebar) bears S60°41 '56"E aiistance of 340.08 feet;

THENCE N800 10'49"W along the obserived northerly right-of-way line of New Mexico
State Highway No. 234 a distance of 5377.12' feet to a point of intersection with the
section line between; Sections 31 and 32 (set 5/8-inch rebar with a 2-inch aluminum cap
marked "MUTH PLS 13239"); from-whence the corner of Secfions 31 and 32 of
Township 21 South, Range-38 East, and Sections 6 and 5 of Township 22 South, Range
38 East (a found GLO brass cap on a'2-inch iron pipe) bears S00035'16"E a distance of
1321.66 feet;

THENCE N000 35'I 6"W along the section line between Sections 31 and 32 a distance of
1345.14 to the POINT OF BEGINNING.

I:\dbm\1 4275\43882\assignmcnt.DBNlchanges.edt.i.doc. Ž t:
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THIS LEASE AND PURCHASE AGREEMENT is made this 22nd day of January, 2004
between the LEA COUNTY, NEW MEXICO, a political subdivision of the State of New
Mexico, duly organized and existing pursuant to the constitution and laws of the State of New
Mexico acting through its Board of County Commissioners (together with its successors and
assigns, the "Issuer"), and LOUISIANA ENERGY SERVICES, L.P., a Delaware limited
partnership that is registered to transact business in New Mexico (together with its successors
and assigns, the "Company").

ARTICLE I - RECITALS

Section 1.1 Recitals. Capitalized words and terms that are not defined in the Recitals
below are defined as provided in Section 2.1 hereof.

A. Pursuant to the County Industrial Revenue Bond Act, Chapter 4, Article 59.
NMSA .1978 Compilation, as amended (the "Act"), Lea County is authorized to acquire
industrial revenue projects to be located within Lea County outside the boundaries of any
incorporated municipality for the purpose of promoting industry and trade by inducing
manufacturing, industrial and commercial enterprises to locate or expand in the State of New
Mexico, and promoting a sound and proper balance in the State of New Mexico between
agriculture, commerce, and industry.

B. The Company has presented to the County a proposal (the "Project Plan")
under which the Issuer would issue its Industrial Revenue Bond (National Enrichment Facility
Project) Series 2004 in the maximum aggregate principal amount of$1,800,000,000 (the
"Bond") to accomplish the acquisition, construction and installation of a project under the Act
(the "Project," as more specifically defined in Section 2.1 below).

C. Following review of the Project Plan, and in order to promote the local health
and general welfare, safety, convenience. and prosperity of the inhabitants of Lea County, the
Issuer deems it desirable and appropriate, and in accordance with the purposes of the Act, to
issue the Bond and make the proceeds thereof available to the Company pursuant to this Lease
and Purchase Agreement for the purposes described herein and in the Indenture.

D. The Board of County Commissioners of Lea County has adopted Ordinance
No. 58, which authorizes the acquisition of the Project subject to the terms of this Lease, and the
issuance of the Bond.

E. The Bond is to be issued under an Indenture dated the Closing Date (together
with any and all amendments and supplements thereto. the "Indenture") among the Issuer, NEF
Series 2004, LLC, a Delaware limited liability company (together with its successors and
assignees, and permitted transferees of the Bond. the "Purchaser"), and Bank of Albuquerque,
N.A., as depository (the "Depository").

F. The proceeds of the Bond will be used to finance the acquisition, construction
and installation of the Project. The Project is to be leased to the Company under this Lease and
Purchase Agreement dated the Closing Date.
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G. The Bond is to be purchased under a Bond Purchase Agreement dated the
Closing Date among the Issuer, the Purchaser and the Company.

H. The Bond to be issued under the Indenture will be a special limited obligation
of the Issuer payable as provided therein. The Bond will not constitute a debt or pledge of the
credit of the Issuer, and the Purchaser will have no right to have taxes levied by the Issuer or to
require the Issuer to use any revenues for the payment of the Bond, except for the Revenues (but
excluding the Additional Payments).

ARTICLE II - DEFINITIONS AND RULES OF CONSTRUCTION

Section 2.1 Definitions. All capitalized words and terms defined in the Indenture have
the same meanings when used in this Lease. In addition to the definitions in the Recitals in
Section 1.1 hereof, the capitalized words and terms used in this Lease shall have the following
meanings:

"Acquisition Account" has the meaning assigned in the Indenture.

"Additional Payments" has the meaning assigned in Section 5.3(b) hereof.

"Authorized Company Representative" has the meaning assigned in the Indenture.

"Authorized Issuer Representative" means the Chairman and Vice Chairman of the Board
of County Commissioners of Lea County, New Mexico, or any one of the persons at the time
designated to act on behalf of the Issuer in a certificate furnished to the Company and the
Depository containing the specimen signatures of such persons and signed on behalf of the Issuer
by the Chairman of the Board of County Commissioners.

"Basic Rent" has the meaning assigned in Section 5.3(a) hereof.

"Bond Documents" means, collectively, this Lease. the Indenture and the Bond Purchase
Agreement.

"Bond Ordinance" means the Issuer's Ordinance No. 58, adopted December 16, 2003.

"Bond Purchase Agreement" means the Bond Purchase Agreement dated the Closing
Date among the Issuer, the Purchaser and the Company. together with any and all amendments
and supplements thereto.

"Business Day" has the meaning assigned in the Indenture.

"By-Product Material" shall have the meaning specified in the federal Atomic Energy
Act of 1954, as amended ("AEA") provided that in the event the AEA is amended so as to
broaden the meaning of "byproduct material." such broader meaning will apply subsequent to the
effective date of such amendment

"Completion Date" has the meaning assigned in Section 4.1(c) hereof.
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"Closing Date" means the date of issuance of the Bond..

"Easement" means and refers to that Grant of Easement and Right-of-Way effective
August 22, 2003, from the New Mexico Commissioner of Public Lands, as grantor, to the
Company, as grantee, permitting the Company to use and occupy the real property subject to the
easement and to lease its interest thereunder to the Issuer for purposes of the Project, to wit: that
portion of Section 32, Township 21 South, Range 38 East, N.M.P.M., located in Lea County as
described in Exhibit A attached hereto, and by this reference made a part hereof, as the Project
Site, pending the acquisition of fee ownership of such real property by the Company.

"Eminent Domain" means the taking of title to, or the temporary use of, all or any part of
the Project Property pursuant to eminent domain or condemnation proceedings, or by any
settlement or compromise of such proceedings, or any voluntary conveyance of all or any part of
the Project Property during the pendency of, or as a result of a threat of, such proceedings.

"Environmental Laws" means any laws, statutes, regulations, orders or rules pertaining to
health or the environment that are applicable from time to time to the Project Site, the
construction and installation of the Improvements, the operation, use and decommissioning of,
and storage at, the Project Property, including, without limitation, the Atomic Energy Act of
1954, as amended ("AEA"), the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended ("CERCLA"), the Resource Conservation and Recovery Act
of 1976 ("RCRA"), the National Environmental Policy Act, the Clean Air Act, the Clean Water
Act, the Water Quality Act of 1987, the National Historic Preservation Act, the New Mexico
Water Quality Act, the New Mexico Hazardous Waste Act, the New Mexico Air Quality Control
Act and the New Mexico Radiation Protection Act.

"Equipment" means all equipment, fixtures and furnishings, and all other personal
property of any kind that is subject to depreciation for federal income tax purposes and is
suitable for use and used as part of the Project, and that is purchased with Bond proceeds, or the
purchase of which by the Company is reimbursed with Bond proceeds, together with equipment,
fixtures, furnishings and other depreciable personal property that are in replacement thereof due
to damage or obsolescence.

"Event of Default" has the meaning assigned in Section 8.1 hereof.

"Hazardous Material" means (i) "hazardous materials," "hazardous substances,"
"hazardous wastes" as defined in the Environmental Laws and (ii) any other material regulated
under the Environmental Laws.

"Improvements" means all buildings, structures and other improvements existing or to be
constructed on the Project Site by the Company as agent for the Issuer in connection with the
Project, together with related demolition and site work, and Equipment.

"Inducement Resolution" means the Issuer's Resolution No. 2003-Aug-027R, adopted on
August 5. 2003, which resolution declared the intent of the Issuer, subject to the satisfaction of
certain conditions, to issue the Bond.

"Indemnitee" has the meaning assigned in Section 6.3 hereof.
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"Lease" means this Lease and Purchase Agreement dated the Closing Date between the
Issuer and the Company, together with any and all amendments and supplements thereto.

"Licensing Approvals" has the meaning assigned in Section 4.1(a) hereof.

"NMSA 1978" means the New Mexico Statutes Annotated, 1978 Compilation, as
amended and superseded by subsequent compilations.

"NRC" means the Nuclear Regulatory Commission or its duly authorized representative.

"NRC License" means the license to be issued by the NRC authorizing the Company to
construct, occupy, operate and use the Project, including but not limited to all necessary storage
in connection with such operation and use.

"Permitted Liens" means, as of the date of delivery of this Lease, the liens and
encumbrances shown in Exhibit B attached hereto, and by this reference made a part hereof, and,
as of any particular time, (i) liens for taxes and special assessments, if any, to the extent
permitted in Section 4.9, (ii) this Lease and any assignment of lease permitted by this Lease and
the Indenture and any supplements thereto, (iii) easements, licenses, rights-of-way and other
rights or privileges in the nature of easements permitted in Section 4.13, (iv) mechanics',
materialmen's, carriers' and other similar liens to the extent permitted in Section 4.17, (v) liens
and other encumbrances placed by the Issuer and/or the Company on the Project Property in
connection with obtaining the Project Financing, and (vi) such minor defects, irregularities,
encumbrances, easements, rights-of way and clouds on title to the Project Property as normally
exist with respect to similar properties and as do not, individually or in the aggregate, materially
impair the Project Property for the purpose for which it is used by the Company or materially
detract from the value of the Project Property.

"Proceeds" means, when used with respect to any insurance proceeds or any award
resulting from, or other amount received in connection with, Eminent Domain, the gross
proceeds from the insurance or such award or other amount.

"Project" means, as the context requires, (i) the acquisition of an interest in the Project
Site and the acquisition, construction and installation of Improvements in connection with the
establishment of a uranium enrichment facility by the Company as agent for the Issuer, including
related buildings, storage, infrastructure, equipment and other improvements on the Project Site
and the operation and decommissioning of such facility by the Company as agent for the Issuer,
or (ii) the final products of the actions described in the foregoing clause (i), or both meanings of
the foregoing clauses (i) and (ii).

"Project Financing" means a transaction or series of transactions to which the Company
is a party occurring after the Closing Date for the purpose of obtaining the necessary financing
for the Project.

"Project Property" means the Project Site and the Improvements.
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"Project Site" means that portion of Section 32, Township 21 South, Range 38 East,
N.M.P.M., located within Lea County and not within the boundaries of any incorporated
municipality in the County, as more specifically described in Exhibit A, provided that until such
time as the Company obtains fee title to the real property described in Exhibit A, "Project Site"
shall mean the rights and interests of the Company under the Easement, which contemplates the
use and occupancy of the real property described in Exhibit A, for purposes authorized in the
Easement, including but not limited to the issuance of the Bond and the acquisition, construction
and installation of the Project.

"Related Costs" has the meaning assigned in the Indenture.

"Rent" means Basic Rent, any Additional Payments and any other amount payable by the
Company under this Lease.

"Source Material" shall have the meaning specified in the federal Atomic Energy Act of
1954, as amended ("AEA") provided that in the event the AEA is amended so as to broaden the
meaning of "source material," such broader meaning will apply subsequent to the effective date
of such amendment

"Special Nuclear Material" shall have the meaning specified in the AEA provided that in
the event the AEA is amended so as to broaden the meaning of "special nuclear material," such
broader meaning will apply subsequent to the effective date of such amendment

"State" means the State of New Mexico.

"Term" means the period from the date of the execution and delivery of this Lease by the
Issuer and the Company (a) to the earlier of the date of Payment of the Bond (as defined in the
Indenture) upon (i) maturity of the Bond on the anniversary of the Closing Date in 2034
('maturity date") or (ii) redemption of the Bond in whole prior to the maturity date; or (b) to the
date the Company sends a notice of termination to the Issuer and the Purchaser and Depository
as provided in Article V of the Indenture on the grounds that the NRC License will not be issued.

"TRD" means the New Mexico Taxation and Revenue Department.

"Unassigned Rights" means the Issuer's rights to enforce any of the obligations which the
Company is responsible for performing on behalf of or for the benefit of the Issuer, pursuant to
Sections 4.5, 4.15, 5.3(b), 6.3, 6.11, and 8.4 of this Lease.

"Unassigned Rights Obligations" means the Company's obligations set forth in Sections
4.5, 4.15, 5.3(b), 6.3, 6.11, and 8.4 of this Lease.

Section 2.2 Rules of Construction.

(a) All references in this Lease to particular articles, sections or exhibits are
references to articles or sections of or exhibits to this Lease unless some other reference is
established.
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(b) Any inconsistency between the provisions of this Lease and the provisions of
the Indenture will be resolved in favor of the provisions of the Indenture.

ARTICLE III - REPRESENTATIONS

Section 3.1 Issuer Representations. The Issuer represents that, as of the Closing Date:

(a) The Issuer is a governmental subdivision of the State of New Mexico; duly
organized and existing pursuant to the constitution and laws of the State of New Mexico and has
the power to enter into the transactions contemplated by this Lease and the Indenture and to carry
out its obligations under this Lease and the Indenture.

(b) The Issuer has duly authorized the execution, delivery and performance of the
Bond Documents and the issuance of the Bond all for the purpose of financing the Project and
paying certain costs related to the issuance of the Bond.

(c) To finance the Project, the Issuer will issue the Bond with the terms set forth
in the Indenture. The Bond will be issued under and secured by the Indenture, pursuant to which
the Issuer's interest in this Lease and the Revenues (but excluding Additional Payments) will be
pledged and assigned to the Purchaser as security for the payment of the Bond.

(d) The execution, delivery and performance by the Issuer of the Bond
Documents will not conflict with or create a material breach of or a material default under the
Act or.any other law, rule, regulation or ordinance applicable to the Issuer or any agreement or
instrument to which the Issuer is a party or by which it is bound, and there is no action, suit,
proceeding, inquiry or investigation by or before any court, public board or body, pending or, to
the best knowledge of the Issuer, threatened, against the Issuer, which seeks to or does restrain or
enjoin the issuance or delivery of the Bond or the execution and delivery of any of the Bond
Documents or in any manner questions the validity or enforceability of the Bond or any of the
Bond Documents.

(e) The Issuer has no power under the Act to operate the Project as a business or
otherwise or to use or acquire the Project Property for any purpose, except as lessor thereof
under the terms of this Lease.

Section 3.2 Company Representations. The Company represents that, as of the Closing
Date:

(a) The Company is a limited partnership organized and validly existing under
the laws of Delaware, is registered as a foreign limited partnership in the State, is in good
standing under the laws of the State, and has duly authorized the execution, delivery and
performance of this Lease and the Bond Purchase Agreement.

(b) The Company has full right. power and authority to approve the execution,
delivery and performance of this Lease and the Bond Purchase Agreement and to perform its
obligations under this Lease and the Bond Purchase Agreement.

BOOK 1279 PAGE 428 6



(c) The execution, delivery and performance by the Company of this Lease and
the Bond Purchase Agreement, and the application by the Company of the proceeds of the
issuance and sale of the Bond as provided in the Bond Documents, do not and will not conflict
with, contravene, violate or constitute a breach of or a default under its certificate of limited
partnership or partnership agreement or any other agreement or instrument to which the
Company is a party or by which the Company or any of its property is bound or any law, rule,
regulation, decree or order applicable to the Company; nor will such execution, delivery, and
performance result in the imposition of liens or other encumbrances on any of the Company's
properties other than Permitted Liens and the liens created by the Bond Documents.

(d) When executed and delivered, the Bond Purchase Agreement and this Lease
will be the legal, valid and binding obligations of the Company enforceable against the Company
in accordance with their respective terms, except as enforcement may be limited by bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting creditors' rights generally.
and general principles of equity.

(e) No Event of Default, or event or condition that, with notice or lapse of time or
both, would constitute an Event of Default with respect to the Company, has occurred and is
continuing.

(f) All necessary authorizations, approvals, consents and other orders of any
governmental authority or agency for the execution and delivery by the Company of this Lease
and the Bond Purchase Agreement have been obtained and are in full force and effect.

(g) Except with respect to the matter described in Schedule I attached hereto,
there is no action, suit, or proceeding at law or in equity by or before any court, public board or
body pending or, to the best of the knowledge of the Company, threatened, against or affecting
the Company, which (i) seeks to or does restrain or enjoin the issuance or delivery of the Bond or
the execution and delivery of any of the Bond Documents, (ii) in any manner questions the
validity or enforceability of the Bond or any of the Bond Documents, (iii) questions the authority
of the Company to own, lease, occupy and use under an easement or right-of-way, operate or
purchase any of the Project Property. or (iv) if adversely determined, could have a material
adverse effect on the Company, the Project Property or the Company's ability to perform under
the Bond Documents.

(h) Except with respect to the matter described in Schedule I attached hereto, the
Company has not received any notice of an alleged violation and to the best of its knowledge, the
Company is not in violation of any zoning. land use. the Environmental Laws or other similar
law or regulation applicable to the Project or the Project Site.

(i) The location of the Project Site for use in connection with the Project does not
violate any applicable law, statute. ordinance. rule. regulation, order or determination, and upon
issuance of all necessary authorizations. licenses, approvals and consents, including but not
limited to the NRC License, the construction. installation. operation and maintenance of the
Project Property will not violate any applicable law. statute, ordinance, rule, regulation, order or
determination of any governmental authority (including the governmental authority or authorities
providing such authorizations, licenses. approvals. consents and other necessary orders), or any
restrictive covenant, deed restriction or easement or right-of-way (recorded or otherwise)
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affecting the Project Property, including, without limitation, the Easement and all applicable
zoning ordinances and building codes and the Environmental Laws.

(j) Except with respect to the matter described in Schedule I attached hereto, the
Project Site is not the subject of any existing, pending or threatened investigation or inquiry by
any governmental authority or subject to any remediation obligations under the Environmental
Laws.

(k) No representation made by the Company in this Lease and no statement made
by the Company in any information, material or report furnished to the Issuer or the Purchaser in
connection with the transactions contemplated by this Lease contains any untrue statement of a
material fact, or omits to state a material fact necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading.

(1) The Company is not in material default in the payment of the principal of or
interest on any indebtedness for borrowed money or in material default under any instrument or
agreement under and subject to which any indebtedness for borrowed money has been issued.

(m) The Related Costs are estimated to be equal to or less than the face amount
of the Bond, but the Company acknowledges that the Issuer has made no warranty or
representation, express or implied, that the amount in the Acquisition Account will be sufficient
to pay such Related Costs or that the Project Property will be suitable to the Company's needs.

(n) The Company has the economic ability to meet all of the financial obligations
imposed upon the Company under this Lease.

(o) The agreement by the Issuer to lease and sell the Project Property to the
Company, to the extent of its rights and ownership in such property, has induced the Company,
acting as agent for the Issuer, to undertake the acquisition, construction, improvement,
installation, furnishing and equipping of the Project Property.

(p) The Company intends to operate or to cause the Project to be operated as a
facility to enrich uranium for commercial purposes until at least the later of (i) the payment in
full of the principal of, premium, if any. and interest on the Bond or (ii) the sooner termination of
this Lease as provided herein.

(q) The Project Property will be located in Lea County, and not within the
boundaries of any incorporated municipality within the County.

Section 3.3 Survival of Representations. All representations of the Issuer and the
Company contained in this Lease or in any certificate or other instrument delivered by the Issuer
or the Company pursuant to this Lease or in connection with the transactions contemplated by
the Bond Documents, shall survive the execution and delivery of this Lease, the issuance, sale
and delivery of the Bond, the termination of this Lease and the payment of the Bond, as
representations of facts existing as of the date of execution and delivery of the instrument
containing such representation.
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ARTICLE IV - THE PROJECT

Section 4.1 Acquisition. Construction. Eguipping and Completion.

(a) On or prior to the date of issuance and delivery of the Bond and execution of
this Lease, the Company has conveyed or caused to be conveyed or has assigned or caused to be
assigned to the Issuer, by deed, lease, sublease, bill of sale, document of assignment or such
other appropriate transfer or conveyance document, fee title to the Project Site, a leasehold
interest in and to the Easement, or certain of the Company's interest in and rights under the
Easement, including any and all Improvements which may exist at that time. The Company will
convey or cause to be conveyed to the Issuer, fee title to the Project Site by appropriate deed
promptly upon acquiring such title from the owner thereof and thereupon, this Lease shall be
deemed to be a lease of the Issuer's fee interest in the Project Site to the Company and the
Easement shall be terminated. Upon conveyance of fee title, the Issuer shall be vested with good
title in and to the Project Site subject to the terms of this Lease and the Permitted Liens. Not
later than the final non-appealable issuance of the NRC License and any other necessary
licenses, approvals, permits, consents, authorizations, certifications and other orders of any
governmental authority, board, agency or commission having jurisdiction over the Project
(collectively, the "Licensing Approvals"), the Company will, on behalf of and as agent for the
Issuer, undertake to obtain Project Financing and to acquire, construct and install the Project
Property, with the Improvements to be constructed and installed in several phases. The
Company will issue a certificate to the Issuer, the Purchaser and the Depository establishing the
date when all Licensing Approvals have been received. The Company presently contemplates
that all phases of the Project will be completed within ten (10) years following receipt of all
Licensing Approvals and the Project Financing. In the event such acquisition, construction and
installation occurs prior to the receipt of proceeds of the sale of the Bond, the Company will
advance all necessary funds. To the extent necessary, after all proceeds of the issuance of the
Bond have been exhausted, the Company will finance the completion of the Project with its own
funds. The Issuer agrees to cooperate with the Company, at the sole expense of the Company, in
the Company's efforts to take all necessary steps to cause the records of the Lea County
Assessor's Office to reflect on or before January 1, 2005, the acquisition of the Project Property
by the Issuer under the Act, including, to the extent applicable, certain of the Company's interest
and rights under the Easement, in order to permit the Project Property to be exempt from
property taxation pursuant to Section 7-36-3 NMSA 1978.

(b) The Issuer makes no warranty that the funds in the Acquisition Account are
sufficient to pay the entire Related Costs. If the Company makes any payment pursuant to this
Section 4.1, it will not be entitled to reimbursement or reduction ofthe Rent. Subject to
Section 4.17. the Company will not allow any contractor, subcontractor, materialman or laborer
with respect to the Project to remain unpaid, and will take all actions or cause to be taken all
actions necessary to prevent liens by such parties being filed against the Project Property. The
application of the proceeds of the sale of the Bond and the disbursement of the same from the
Acquisition Account will be governed by and subject to the terms and conditions of the
Indenture.

(c) On the date the final phase of the Project is complete, in the sole opinion of
the Company (the "Completion Date"), the Company will deliver to the Issuer and the

9 BOOK 1279 PAGE 431



I

Depository a certificate signed by an Authorized Company Representative stating that, except for
specified amounts remaining in the Acquisition Account for any specified Related Costs incurred
by the Company but not then due and payable, the Project is complete and all costs in connection
with the Project have been paid for or provision has been made for their payment.

Section 4.2 Proiect under the Act.

(a) The Company will not make any changes to the Project, as described in the
Project Plan, that will change the nature of the Project as a qualified "project" as defined in and
as contemplated by the Act, and will not operate the Project so as to cause the Project Property
not to be a "project" within the meaning of the Act.

(b) The Company shall have the sole responsibility for the acquisition,
construction and installation of the Project as agent for the Issuer, and may perform the same, by
itself or through affiliates, agents, contractors or others selected by it, in whatever lawful manner
it deems necessary, and procure from the appropriate State, county, municipal and other
authorities, corporations and other entities, connection and discharge arrangements for the supply
of natural gas and other fuel, as necessary, and for electricity, water, sewer and other
commodities for the operation of the Project.

(c) In the exercise of any remedies provided in Sections 8.3 and 8.4 hereof, the
Issuer shall not take any action at law or in equity that could result in the Issuer obtaining
possession of the Project Property or operating the Project as a business or otherwise.

Section 4.3 Agreement to Issue Bond. In order to provide funds for the Project, the
Issuer will issue and deliver the Bond in accordance with the Indenture. The Issuer will cause
the proceeds of the sale and funding of the Bond to be deposited into the Acquisition Account,
all as provided in the Indenture.

Section 4.4 No Warrantv. THE COMPONENTS OF THE PROJECT PROPERTY
HAVE BEEN DESIGNATED AND SELECTED BY THE COMPANY. THE ISSUER HAS
NOT MADE AN INSPECTION OF ANY PORTION OF THE PROJECT PROPERTY. THE
ISSUER MAKES NO WARRANTY OR REPRESENTATION, EXPRESS, IMPLIED OR*
OTHERWISE, WITH RESPECT TO ANY PORTION OF THE PROJECT PROPERTY OR
THE LOCATION, USE, DESCRIPTION. DESIGN, TECHNOLOGY, MERCHANTABILITY,
FITNESS FOR USE FOR ANY PARTICULAR PURPOSE, CONDITION OR DURABILITY
OF THE SAME, OR AS TO THE QUALITY OF THE MATERIAL OR WORKMANSHIP IN
THE SAME. ALL RISKS INCIDENT TO THE PROJECT PROPERTY ARE TO BE BORNE
BY THE COMPANY. THE ISSUER WILL HAVE NO LIABILITY WITH REGARD TO OR
ARISING OUT OF ANY DEFECT OR DEFICIENCY OF ANY NATURE IN ANY PORTION
OF THE PROJECT PROPERTY, WHETHER PATENT OR LATENT. THE PROVISIONS OF
THIS SECTION 4.4 HAVE BEEN NEGOTIATED AND ARE INTENDED TO BE A
COMPLETE EXCLUSION AND NEGATION OF ANY WARRANTIES OR
REPRESENTATIONS BY THE ISSUER, EXPRESS OR IMPLIED TO THE EXTENT
ALLOWED BY LAW, WITH RESPECT TO ANY PORTION OF THE PROJECT
PROPERTY. WHETHER ARISING UNDER THE UNIFORM COMMERCIAL CODE OR
ANY OTHER LAW NOW OR HEREAFTER IN EFFECT.
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Section 4.5 Gross Receipts and Compensatine Tax.

(a) The Company, either on its own behalf or as agent for the Issuer pursuant to
Section 4.1 and this Section, will file returns for reporting and paying compensating tax which is
due because of the Project and will pay, as a Related Cost, any gross receipts or compensating
tax due from the Issuer under any such returns pursuant to Sections 7-9-14 and 7-9-54 NMSA
1978. The Issuer, at the request of the Company, or the Company, as agent for the Issuer. vrill
apply to the TRD for nontaxable transaction certificates (as such term is used in the Gross
Receipts and Compensating Tax Act, Chapter 7, Article 9, NMSA 1978) ("Nontaxable
Transaction Certificates") to be issued by the Company, as agent for the Issuer, to vendors, in
order to permit the vendors to claim deductions available under the New Mexico Gross Receipts
and Compensating Tax Act for the vendors' receipts from the Company, as agent for the Issuer,
for sales of Project Property. The Company will pay any gross receipts or compensating tax plus
applicable penalty and interest that is found by the TRD to be due from the Company or the
Issuer with respect to the Project. The Company, at its sole expense, may request any rulings
from the TRD which the Company determines may be necessary or desirable to clarify the
New Mexico gross receipts and compensating tax implications of transactions related to the
Project and may dispute, at its sole expense, in any manner authorized by the New Mexico Tax
Administration Act or other applicable procedures, any gross receipts or compensating tax
liability imposed on the Company or the Issuer because of the Project, provided the Company
shall not pursue a dispute that, in the reasonable opinion of the Issuer, will materially and
adversely affect the interest or rights of the Issuer. The Issuer specifically acknowledges that
since the adoption of the Inducement Resolution, an agency relationship for purposes of the
gross receipts tax deduction under Section 7-9-54 NMSA 1978 and applicable regulations has
existed between the Issuer and the Company with respect to the Project. The Issuer agrees, at the
request and expense of the Company, to make reasonable modifications to this Lease that are
necessary or desirable to obtain Nontaxable Transaction Certificates or otherwise reduce the
gross receipts and compensating tax imposed upon the Company or the Issuer as a result of the
Project or its operation.

(b) The receipts of vendors from the sale of tangible personal property to the
Issuer, which tangible personal property is included in the Project Property (but excluding
"construction material", as defined in Section 7-9-3.4(B) NMSA 1978), shall be deductible from
gross receipts or governmental gross receipts, and exempt from compensating tax, to the fullest
extent permitted by Sections 7-9-14 and 7-9-54 NMSA 1978 and 3.2.212.22 NMAC and sections
of the NMSA 1978 and the New Mexico Administiative Code (NMAC) under which such
provisions or similar provisions may be codified or renumbered in the future. The deduction
from gross receipts or governmental gross receipts, and the exemption from compensating tax,
shall not apply to purchases of Project Property except as provided in the preceding sentence,
and, except as contemplated in the preceding sentence, the Company shall not be authorized by
this Lease to provide Nontaxable Transaction Certificates to vendors.

Section 4.6 Assessment in the Company's Name. Notwithstanding any other provisions
of this Lease, if this Lease has not been terminated on or before the Maturity Date (see definition
in Indenture), then the Issuer shall convey the Project Property to the Company on the Maturity
Date, the Company will take all necessary action to have the Project Property assessed for
property tax purposes in the name of the Company on and after the Maturity Date, and the
Company will pay all ad valorem taxes imposed on the Project Property from and after the
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Maturity Date. The provisions of Article X shall govern the manner and form of any such
conveyance from the Issuer to the Company.

Section 4.7 Compliance With Law. The Company will obtain, or cause to be obtained,
all Licensing Approvals necessary for the construction, installation. operation or maintenance of
any Improvements prior to commencement of each such activity. The Company will obtain or
cause to be obtained all necessary licenses, permits and approvals for storage on or at the Project
Site, will comply with all lawful requirements of any governmental body, agency or department
regarding the use or condition of the Project and will cause each phase of the Project, upon
completion, to comply with all applicable zoning and planning ordinances, building codes,
restrictive covenants, the Environmental Laws, and all other applicable laws, ordinances,
statutes, rules and regulations relating to the Project Property. The Company may in good faith
contest the validity or the applicability of any such requirement. During the period of such
contest and any related appeal, this Section 4.7 will be deemed satisfied with respect to the.-
requirement so contested.

Section 4.8 Nuisance Not Permitted. The Company will not permit or suffer its agents,
employees, invitees (including building contractors and subcontractors), guests or other visitors
to commit a nuisance on or about the Project Property or itself commit a nuisance in connection
with its use or occupancy of the Project.

Section 4.9 Taxes and Utility Charges. The Company will pay, as and when due, (i) all
taxes, assessments, and governmental and other charges of any kind whatsoever that may at any
time be lawfully assessed or levied against or with respect to the Project Property, (ii) all utility
and other charges incurred in the operation, maintenance and storage activities at or about the
Project Property, and (iii) all assessments and charges lawfully made by any governmental body
for public improvements that may be secured by any lien on the Project Property. The Company
may, in good faith, contest the amount or validity of any such levy, tax, assessment or other
charge by appropriate legal proceedings. During the period of such contest and any related
appeal, this Section 4.9 will be deemed satisfied with respect to any such levy, tax, assessment or
other charge so contested.

Section 4.10 Maintenance. The Issuer will not be under any obligation to, and will not,
operate, maintain or repair the Project Property. During the Term, the Company will, at its own
expense, keep the Project Property in safe repair and in such operating condition as is needed for
its operations and make all necessary repairs and replacements to the Project Property as
determined in the Company's sole discretion (whether ordinary or extraordinary, structural or
nonstructural, foreseen or unforeseen).

Section 4.11 Replacement and Removal of Proiect Property. The Company may replace
or remove any equipment, fixtures or furnishings constituting a part of the Project Property,
provided that such replacement or removal will not change the nature of the Project as a qualified
"1project" as defined in and as contemplated by the Act. Upon request of the Company, the Issuer
will deliver to the Company, at the sole expense of the Company, appropriate instruments
evidencing the acquisition by the Company of title to any machinery, equipment or fixtures
permitted by this Section 4.11 to be so replaced or removed. The provisions bf Section 10.2
shall govern the delivery and form of any such instruments.
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Section 4.12 Environmental Matters.

(a) Subject to any "exemptions" and "exceptions" received from regulatory
agencies, the Company shall obtain all permits, licenses, approvals, and other authorizations
which are required under the Environmental Laws and shall conduct all activities related to the
Project Property in compliance with all limitations, restrictions, conditions, standards,
prohibitions, requirements, obligations, schedules, and timetables contained in the
Environmental Laws or contained in any regulation, code, plan, order, decree, judgment,-notice,
demand letter, permit, license, approval, or authorization issued, entered, or promulgated under
the Environmental Laws. The Company acknowledges, subject to any "exemptions" and
"exceptions" received from the NRC, that it is subject to the applicable provisions of 10 C.F.R.
Parts 30, 40, 70 and 95, in applying for and upon issuance of the NRC License.

(b) To the extent that the use that the Company makes or intends to make of the
Project Property will result in the use, handling; manufacture, mixing, treatment, refining,
transportation, generation, storage, disposal or other release or presence of any Hazardous
Material or solid waste in, on, under, to or from the Project Property, such use, handling,
manufacture, mixing, treatment, refining, transportation, generation, storage, disposal or other
release or presence will comply with the Environmental Laws.

(c) The Company will promptly notify the Purchaser and the Issuer of any
material violation or alleged material violation of the Environmental Laws pertaining to the
Project Property of which the Company becomes aware, or of any pending or threatened
investigation relating to the Environmental Laws involving the Project Property or the
Company's use or operation of the Project Property of which the Company becomes aware.
Inspections conducted from time to time by regulatory agencies do not constitute an
"investigation" for purposes of this notice requirement. The Company will provide the Issuer
and the Purchaser with any State regulatory inspection reports regarding the Project that are not
available publicly.

Section 4.13 Easements. With the consent of the Issuer, which will not be unreasonably
withheld or delayed, and subject to the terms of the Easement, if applicable, (i) the Company
may at any time or times grant easements, licenses, rights-of-way and other rights or privileges
in the nature of easements with respect to any part of the Project Property and (ii) the Company
may release existing interests, easements. licenses. rights-of-way and other rights or privileges
with or without consideration, provided that no such grant or release shall materially and
adversely affect the value, operation or utility of the Project Property. The Issuer will, at the
Company's expense, reasonably cooperate in connection with the execution of required
instruments in connection with the grant and release of such easements, licenses, rights-of-way
and other rights and privileges.

Section 4.14 Eminent Domain: Damaue: Destruction. The Company will give prompt
notice to the Issuer and the Purchaser of any material damage to or destruction of the Project
Property. If either the Issuer or the Company receives notice of the proposed taking of all or any
part of the Project Property by Eminent Domain. it will give prompt notice to the other and the
Purchaser. Any such notice will describe generally the nature and extent of such damage,
destruction, taking or proposed taking. The Proceeds resulting from the exercise of Eminent
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Domain with respect to or from any damage to or destruction of all or any portion of the Project
Property will be paid to the Company.

Section 4.15 Insurance. The Company will keep the Project continuously insured with
respect to such risks and in such amounts, with such deductible provisions, as are customary in
connection with the operation of facilities of the type and size comparable to the Project and in
compliance with all insurance coverages required for Licensing Approvals (including coverages
required pursuant to 10 C.F.R. Parts 40 and 70) and, following the NRC's issuance to the
Company of a license, 10 C.F.R. Part 140, and as otherwise required by the NRC. The Company
shall furnish satisfactory certificates of insurance for all insurance from financially sound
insurance companies licensed and authorized to do business in the State, and such certificates
shall name the Company and the Issuer as loss payees for each casualty insurance policy, shall
name the Company and the Issuer as additional or co-insureds under each public liability
insurance policy.and shall include a provision requiring thirty (30) days prior written notice to
Issuer for cancellation, reduction or change' in any coverage. Such insurance may, to the extent
permitted under applicable law, be provided by blanket policies maintained by the Company, by
a captive insurance company controlled by the Company or through self-insurance. Such
insurance will include general liability insurance against liability for (i) claims for injuries to or
death of any person or damage to or loss of property arising out of or in any way relating to the
Project, (ii) liability with respect to the Project under the workers' compensation laws of the State
(unless the Company has complied with the requirements of the laws of the State for self-
insurance), and (iii) liability for bodily injury and property damage with respect to owned and
leased automobiles or trucks, non-owned automobiles or trucks and hired cars or trucks. To the
extent not otherwise required by the Licensing Approvals, the Company shall maintain
comprehensive general liability coverage of at least $1,000,000 per occurrence and pollution
liability insurance coverage of at least $1,000,000 per occurrence, provided such coverages are
available to the Company at commercially reasonable rates.

Section 4.16 Access and Inspection. During the Term, the Issuer, the Purchaser and their
duly authorized agents shall have the right to inspect the Project Property, subject to compliance
with the Company's access requirements as approved by the U.S. Nuclear Regulatory
Commission.

Section 4.17 Liens. Except for Permitted Liens. the Company will not suffer any liens to
exist on the Project Property as a result of any claims brought against the Company pursuant to a
right or interest not existing in connection with. or permitted by, this Lease. The Company will
notify the Issuer and the Purchaser of the existence of any lien, other than a Permitted Lien, on
the Project Property within 30 days after such lien attaches. The Company may, in good faith,
contest the validity of any lien on the Project Property. During the period of such contest and
any related appeal, this Section 4.17 will be deemed satisfied with respect to the lien so
contested.

ARTICLE V - LEASE: TERM: POSSESSION; RENT

Section 5.1 Lease of the Proiect Property: Terrn. In consideration of the payment of
Rent, the Issuer leases the Project Property to the Company for the Term.
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Section 5.2 Ouiet Eniovment. So long as an Event of Default has not occurred and is not
continuing, the Issuer will not take any action, other than pursuant to Article VII, to prevent the
Company from having quiet and peaceable possession and enjoyment of the Project Property
during the Term (except as necessary with respect to the exercise of Eminent Domain for public
projects and purposes) and will, at the request of the Company and at the Company's expense, to
the extent that it is lawfully necessary and the Issuer may lawfully do so, join in any legal action
in which the Company asserts its right to such possession and enjoyment.

Section 5.3 Basic Rent and Additional Pavments.

(a) The Company will pay to the Purchaser for the account of the Issuer, such
amounts at such times as are necessary to make all payments of principal of, interest on and
redemption price of the Bond in accordance with the terms of the Bond and the Indenture as and
when due.(the "Basic Rent").

(b) The Company will also make the following additional payments (the
"Additional Payments"):

(i) to or on behalf of the Depository, the reasonable fees and charges of
the Depository for all services of the Depository and all reasonable expenses (including
reasonable counsel fees and expenses) incurred by the Depository in connection with its duties
under the Indenture, if scheduled, when due and, otherwise, promptly on demand by the
Depository (which fees, charges and expenses may be more specifically determined by an
agreement between the Depository, the Company and the Purchaser); and

(ii) to or on behalf of the Issuer, promptly on demand of the Issuer, all
reasonable out-of-pocket costs and expenses including, but not limited to, reasonable counsel
fees and expenses paid or incurred by the Issuer in connection with (A) the discussion,
negotiation, preparation, approval, execution, and delivery of the Bond, the Indenture, the Bond
Purchase Agreement, this Lease, and the other documents related thereto, (B) any amendments
or modifications to any of the foregoing documents and the discussion, negotiation, preparation,
approval, execution and delivery of any and all documents necessary to effect such amendments
or modifications, and (C) the enforcement by the Issuer, during or after the Term, of any of the
rights or remedies of the Issuer under any of the foregoing documents, instruments or
agreements, including without limitation reasonable costs and expenses of collection, whether or
not suit is filed.

Section 5.4 Oblization Unconditional. The obligation of the Company to pay Rent and
to perform its other obligations under this Lease is absolute and unconditional and will not be
subject to diminution by set off, counterclaim, abatement or otherwise, whether as a result of
Eminent Domain with respect to, damage to or destruction of or removal of all or any portion of
the Project Property or any other event or condition. Until the Bond is paid in full, as provided
by the Indenture, or this Lease is earlier terminated, the Company will not suspend or
discontinue payment of the Rent or fail to perform any of its obligations under this Lease and
will not terminate this Lease prior to the expiration of the Term for any cause. In the event the
Issuer fails to perform any of its obligations under this Lease, the Company rniay institute such
action against the Issuer as the Company may deem necessary to compel such performance. The
Company may also, at its own cost and expense and in its own name or, if legally necessary, in
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the name of the Issuer, prosecute or defend any action or proceeding or take any other action
involving third parties which the Company deems reasonably necessary in order to secure or
protect its title, right of possession, occupancy, operation and right of purchase of, the Project
Property. In such event, if no Event of Default has occurred and is continuing, unless waived by
the Purchaser, the Issuer will cooperate with the Company, so long as it is not the adverse party,
upon receipt of indemnity satisfactory to the Issuer against any out-of-pocket costs, expense
(including reasonable counsel fees and expenses) or liability the Issuer may incur or suffer as a
result of or in connection with such cooperation.

Section 5.5 Net Lease. This Lease will be deemed and construed to be a "net lease," and
the Company will pay Rent, free of any deductions and without abatement, diminution or setoff.

ARTICLE VI - SPECIAL COVENANTS
Section 6.1 Recdrding and Filin F s. -The Company will, at the

Secton 61 Rcordng nd Flig; Further Assurances6 h opnywla'h
direction of the Purchaser and at the expense of the Company, take all actions that at the time are
and from time to time may be reasonably necessary to perfect, preserve, protect and secure the
interest of the Issuer and the Purchaser in and to the Rent and in the Project Property, to the
extent of the Issuer's interest therein under this Lease, including, without limitation, the
recordation of this Lease and the Indenture, the filing of financing statements and continuation
statements (if deemed necessary by the Purchaser), and the execution, acknowledgment,
delivery, filing and recordation of any other necessary agreements and instruments. The Issuer
will execute such instruments as may be reasonably requested by the Company to permit
compliance with this Section 6.1.

Section 6.2 Claims. The Company will pay and discharge and will indemnify and hold
the Issuer harmless from (a) any lien or charge upon payments by the Company to, or for the
account of, the Issuer under this Lease and (b) any taxes, assessments, impositions and other
charges in respect of the Project Property except for charges that are being contested under
Section 4.9 hereof. If any such claim is asserted, or any such lien or charge upon payments, or
any such taxes, assessments, impositions or other charges are sought to be imposed, the Issuer
will give prompt notice to the Company, and the Company will have the sole right and duty to
assume the defense of the same and will have the power to litigate, compromise or settle the
same.

Section 6.3 Release and Indemnification.

(a) The Company acknowledges that the Issuer is acting as a conduit issuer in
this transaction and has agreed to issue an industrial revenue bond at the request of the Company
in order to enable the Company to take advantage of certain tax benefits. The Company
understands that, under Section 4-59-6 NMSA 1978, the Issuer does not have the power to incur
a pecuniary liability or to obligate itself except with respect to the Bond proceeds, the Project
Property and the application of the revenues therefrom.

(b) The Company releases the Issuer from, agrees that the Issuer will not be liable
for, and agrees to indemnify and hold Issuer harmless from and against any ahd all liabilities,
claims, suits, costs and expenses which are or may be imposed upon, incurred or asserted against
the Issuer on account of: (i) any loss or damage to property or injury to or death of or loss by any

BOOK 1279 PAGE 438 16



person that may be occasioned by any cause whatsoever pertaining to the construction.
maintenance, operation, use or decommissioning of the Project (ii) any storage activities at, on,
in, under or about the Project Property; (iii) any breach or default on the part of the Company in
the performance of any representation, covenant or agreement of the Company under this Lease.
or any related document, or arising from any acts or failure to act by the Company, or any of its
agents, contractors, servants, employees or licensees; (iv) the Company's failure to comply with
any requirements of this Lease; (v) any other loss, claim, damage, penalty, liability,
disbursement, litigation expense, attorneys' fees, experts' fees or court costs arising out of or in
any way relating to the execution or performance of this Lease, actions taken under the Indenture
or any other cause whatsoever pertaining to the Project Property; and (vi) any claim, action or
proceeding brought with respect to the matters set forth in (i), (ii), (iii), (iv) and (v) above,
excluding, however, from the scope of the release and indemnity under this Section 6.3(b), any
matters covered under the release and indemnity involving health and the environment under
*Section 6.3(c) below.

(c) The Company releases the Issuer from, agrees that the Issuer shall not be
liable for, and agrees to indemnify and hold Issuer harmless from and against any and all claims,
suits, judgments, fines, penalties, assessments, natural resource damages. response costs (such as
the cost of any testing, sampling, medical or other monitoring, cleanup, or other required
response action), costs necessary to bring the Project Property or the Project into compliance
with the Environmental Laws and other liabilities, together with attorneys' fees and experts'
fees, costs and expenses which are or may be imposed upon, incurred by, or asserted against the
Issuer resulting from or in any way connected with the use, handling, mixing, generation,
storage, manufacture, refining, release, transportation, treatment, disposal or other release or
presence, at, in, on, under or from the Project Property, of any By-Product Material, Source
Material, Special Nuclear Material, Hazardous Material, oils, asbestos in any form or conditions,
or any pollutant or contaminant or hazardous, dangerous or toxic chemicals, materials or
substances within the meaning of the Environmental Laws, or any other applicable federal, state
or local law, regulation, ordinance or requirement relating to or imposing liability or standards of
conduct concerning any By-Product Material, Source Material, Special Nuclear Material,
Hazardous Material, hazardous, toxic or dangerous waste, substance or materials, all as now in
effect or hereafter amended from time to time.

(d) In case a claim shall be made or any action shall be brought against one or
more of the Indemnified Parties based upon the matters described in Subsection 6.3(b) or (c)
above and in respect of which indemnity is sought against the Company pursuant to
Subsection 6.3(b) or (c) above, the Indemnified Party or Indemnified Parties seeking indemnity
shall, within ten days of being notified of an action against it, notify the Company, in writing,
and the Company shall promptly assume or cause the assumption of the defense thereof,
including the employment of counsel chosen by the Company and approved in writing by the
Issuer (provided that such approval by the Issuer shall not be unreasonably withheld), the
payment of the reasonable expenses of such counsel, and the right of the Issuer to participate in
negotiations and to consent to settlement. If any Indemnified Party is advised in a written
opinion of independent counsel (i) that there may be legal defenses available to such Indemnified
Party which are adverse to or in conflict with those available to the Company, or (ii) that the
defense of such Indemnified Party should be handled by separate counsel. the Company shall not
have the right to assume or cause the assumption of the defense of such Indemnified Party, and
the Company shall be responsible for the reasonable fees and expenses of counsel retained by
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such Indemnified Party, provided such counsel is approved in writing by the Company, in
assuming its own defense. If the Company shall have failed to assume or cause the assumption
of the defense of such action or to retain counsel reasonably satisfactory to the Issuer within a
reasonable time after notice of the commencement of such action, the reasonable fees and
expenses of counsel retained by the Indemnified Party shall be paid by the Company.
Notwithstanding, and in addition to, any of the foregoing, any one or more of the Indemnified
Parties shall have the right to employ separate counsel in any such action and to participate in the
defense thereof, but the fees and expenses of such counsel shall be paid by such Indemnified
Party or Indemnified Parties unless the employment of such counsel has been specifically
authorized in writing by the Company. The Company shall not be liable for any settlement of
any such action effected without the written consent of the Company, but if settled with the
written consent of the Company, or if there is a final judgment for the plaintiff in any such action
with or without consent, and after all appeals have been taken and final orders or dismissals
entered, the Company agrees to indemnify and hold harmless the Indemnified Parties -from and
against any loss or liability by reason of such settlement or judgment;

(e) The indemnifications set forth in this Section 6.3 are intended to and will
include the indemnification of all affected officials, members of the Board of County
Commissioners, officers, employees and agents of the Issuer (together with the Issuer, the
"Indemnified Parties" and each singularly an "Indemnified Party"). The indemnification is
intended to and will be enforceable by the Issuer, to the full extent permitted by law.

(f) No release or indemnity is given under this Section 6.3 due to the exercise by
the Issuer of its police powers or in the performance of any essential governmental function but
excluding the governmental functions related to the authorization of the Project under the Act;
and provided further that there shall be excluded from the scope of this release and indemnity
any liability, claims, costs and expenses imposed upon, incurred or asserted against the Issuer
resulting from or arising out of the willful misconduct or negligence of the Indemnified Parties
or any Indemnified Party.

Section 6.4 Approval of Indenture: Obligations Under Indenture. The Indenture has
been submitted to the Company for examination and the Company acknowledges, by execution
of this Lease, that it has approved the Indenture and will perform the obligations assigned to it in
the Indenture.

Section 6.5 Assignment of Warranties. The Issuer will, to the extent possible and at the
expense of the Company, transfer and assign to the Company from time to time any and all of
the Issuer's rights and interests in and under any warranties obtained in connection with the
Project Property and will give the Company the right to take action in either the Issuer's or
Company's name for the enforcement of such warranties.

Section 6.6 Company to Maintain Its Existence. Except in connection with a transaction
permitted under Section 7.3 hereof, the Company will maintain its existence as a limited
partnership and will not dissolve or otherwise dispose of all or substantially all of its assets.

Section 6.7 Good Standing. The Company will execute, file and rec6rd all certificates
and other documents and perform such other acts as may be necessary or appropriate to comply
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with all requirements for the formation and operation of a limited partnership under the laws of
Delaware and the State and the operation of the Project Property under the laws of the State.

Section 6.8 Authority of Authorized Representative of Issuer. Whenever under the
provisions of this Lease the approval of the Issuer is required or the Company is required to take
some action at the request of the Issuer, such approval or such request will be made by the
Authorized Issuer Representative unless otherwise specified in this Lease, and the Company or
the Depository will be authorized to act on any such approval or request and the Issuer will have
no complaint against the Company or the Depository as a result of their taking any such action.

Section 6.9 Authority of Authorized Representative of Company. Whenever under the
provisions of this Lease the approval of the Company is required or the Issuer is required to take
some action at the request of the Company, such approval or such request will be made by the
Authorized Company Representative unless otherwise specified in this Lease, and the Issuer or
the Depository will be authorized to act on any such approval or request and the Company will
have no complaint against the Issuer or the Depository as a result of any such action taken.

Section 6.10 Other Instruments. The Company will do, execute, acknowledge and
deliver or cause to be done, executed, acknowledged and delivered, such instruments
supplemental hereto and such further acts, instruments and transfers (i) as the Issuer or Purchaser
may from time to time reasonably require for better assuring the Issuer's title to or interest in, the
Project Property, or transferring and conveying the Project Property to the Issuer and the better
pledging under the Indenture of the moneys receivable under this Lease, and (ii) as the Issuer and
the Depository may from time to time reasonably require in furtherance of the accomplishment
of the purposes of any of the Bond Documents.

Section 6.11 Pavment in Lieu of Propertv Taxes.

(a) The Issuer and the Company acknowledge that during the Term, the
Project Property will be exempt from property taxation pursuant to Article VIII, Section 3 of the
State constitution and Section 7-36-3 NMSA 1978. Notwithstanding the foregoing, the
Company will pay payments in lieu of property tax ('PILOTs") as provided in subsections (b)
and (c) of this Section.

(b) Subject to provisions of subsection (c) of this Section, the Company shall
pay to the Issuer, on each date the Company would have been required to pay property taxes if
the Project Property were owned entirely by the Company and the Bond had not been issued by
the Issuer, an amount equal to twenty percent of the total amount of property tax (i.e., the tax
arising from the combined levies of all taxing entities whose taxing jurisdiction encompasses the
Project Site) that would have been due on such date if the Project Property were owned entirely
by the Company and the Bond had not been issued by the Issuer. The amounts of the PILOT
pursuant to this subsection (b) (the "Main PILOT-) shall be calculated using mill levies and
assessed property tax valuations that would have been applicable for each tax year with respect
to the Project Property if the Bond had not been issued by the Issuer. The property tax valuation
for the Project Property for each tax year shall be determined by the Lea County Assessor (the
"Assessor") using information provided by the Company and such other information obtained
from other sources as is deemed relevant by the Assessor. The Company shall provide the
Assessor all information that the Assessor may lawfully require for the purpose of determining
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the assessed valuation of the Project Property from year to year. The Company may challenge
the valuation determined by the Assessor on the same grounds as would be available to it if it
were assessed for property tax for the Project Property; provided, however, that no payment of
the Main PILOT shall be delayed by reason of a dispute of the valuation of the Project Property.
In the event of a dispute concerning the valuation, the Company shall pay the Main PILOT
calculated according to the most recent undisputed valuation of the Project Property, and when
the dispute is resolved shall pay an amount (or receive a credit, as applicable, against future Main
PILOT payments) equal to the difference between the adjusted amount of the Main PILOT and
the amount already paid, in accordance with the valuation determined through the dispute
resolution or adjudication, as applicable. The Main PILOT shall be paid directly to the Issuer,
and the Company shall have no responsibility for the Issuer's use or distribution of such
amounts.

(c) The parties anticipate that the City of Eunice (the "City") will construct water and
sewer lines connecting the Project with the City's water and sewer utilities. The Company shall
pay the pre-construction engineering and design costs for such lines as they become due and
payable, up to an amount of $125,000. The Company shall further pay all of the right-of-way
acquisition, construction services and materials costs for such lines, as they become due and
payable (the "Pipeline PILOT"). Fifty percent of the amount paid as the Pipeline PILOT shall be
credited against the Main PILOT in equal amounts per year over a period of five years,
beginning in the tax year immediately following the final payment of the last amount of the
Pipeline PILOT; provided, however, that if the amount of the Pipeline PILOT to be credited in
any year exceeds the amount of the Main PILOT for that year, then the excess amount of the
credit shall be carried forward and applied against the first available amount of Main PILOT in
succeeding years. The Company's payment of the pre-construction engineering and design costs
and the Pipeline PILOT under this subsection may be paid to the City or directly to the entities
furnishing such engineering and design, right-of-way acquisition, construction services and
materials at the discretion of the Company. Satisfactory written evidence of such payments shall
be promptly furnished to the City and the Issuer.

ARTICLE VII - ASSIGNMENT, LEASING AND SELLING

Section 7.1 Assianment of Rights bv the Issuer. Concurrently with issuance of the Bond,
the Issuer will pursuant to the Indenture assign and pledge to the Purchaser certain of the Issuer's
rights, title and interests in and to this Lease. as security for payment of the principal of, interest
on and redemption price of the Bond. Thereafter. the Purchaser will be vested with, and
authorized to exercise, such rights of the Issuer and the Purchaser under this Lease. The
Company assents to such assignment and pledge.

Section 7.2 No Other Transfer bv Issuer. Except as provided in Sections 4.6, 4.11 and
7.1 and Article X, the Issuer will not sell. assign. transfer or convey its rights, title or interests in
this Lease or the Project Property. or its obligations under this Lease.

Section 7.3 Assignment. Lease. Mortuaze and Sale by the Company.

(a) If the Company is not in default under this Lease or the Indenture, the rights
of the Company under this Lease may be assigned. and the rights of the Company in the Project
Property may be assigned, leased, subleased. mortgaged or sold (other than as provided in
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Section 4.11) as a whole or in part by the Company (each, an "assignment transaction"). No
assignment transaction will relieve the Company from liability for making payments of Rent and
for the performance of its other obligations under this Lease, including but not limited to its
obligations under Sections 4.5, 4.15, 5.3(b), 6.3, 6.11 and 8.4 hereof, to the same extent as
though such transaction had not been consummated, unless (i) such assignment, lease, sublease,
mortgage or sale is to an affiliate (as such term is used in regulations pursuant to the Securities
Exchange Act of 1934) of the Company, or (ii) the Issuer and the Purchaser shall consent to such
assignment transaction, which consent shall not be unreasonably denied or withheld. In'
requesting the consent of the Issuer and the Purchaser under (a)(ii) of this Section 7.3, the
Company shall comply with the transfer requirements of 10 C.F.R. Parts 40 and 70, as
applicable. To the extent required by the Purchaser, any assignee, lessee, sublessee or purchaser
of a material portion of the Company's interest in this Lease or of the Project Property will
assume in writing the obligations of the Company under this Lease with respect to the interest
assigned, leased or sold.

(b) The Company will, not more than 120 days nor less than 30 days before the
effective date of any assignment transaction, furnish or cause to be furnished to the Issuer and
the Purchaser a true and complete copy of such proposed assignment, lease, sublease, mortgage
or purchase contract, and to the extent applicable, such assumption. On the effective date of any
such assignment transaction, the Company will, at the request of the Issuer or the Purchaser and
at the expense of the Company, deliver to the requesting Party an opinion of counsel to the
Company to the effect that such assignment, lease, sublease, mortgage or sale has been duly
authorized by the Company, does not conflict with applicable federal or State law, and does not
affect the status of the Project as a "project" under the Act.

ARTICLE VIII - EVENTS OF DEFAULT AND REMEDIES

Section 8.1 Events of Default Defined. Each of the following events is an "Event of
Default":

(a) failure by the Company to make any Rent payment when due, and such
failure continues for a period of five Business Days; or

(b) any Bond Document, or any certificate or other document delivered pursuant
to any Bond Document, contains a material misrepresentation by the Company, which
misrepresentation continues to materially adversely affect the Issuer, the Purchaser or the
Depository, and the Company fails to cure the effect of such misrepresentation within thirty
Business Days after the aggrieved Party gives the Company written notice of such
misrepresentation;

(c) failure by the Company to perform any of its obligations under this Lease or
the Indenture, other than the payment of Rent. for a period of 30 Business Days after written
notice. specifying such failure and requesting that it be remedied, is given to the Company by the
Issuer or the Purchaser, or, if such failure cannot reasonably be remedied within 30 days, failure
by the Company to commence the remedy within such period and to pursue the same diligently
to completion; or

(d) the occurrence of a "Default" as defined in the Indenture; or
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(e) the Company files a voluntary petition in bankruptcy or is adjudicated
insolvent or bankrupt, or files any petition or answer seeking or acquiescing in any
reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief
for itself under any present or future federal, state or other statute, law or regulation relating to
bankruptcy, insolvency or other relief for debtors; or seeks or consents to or acquiesces in the
appointment of any trustee, receiver or liquidator of the Company or of all or any part of the
Project Property, or of any or all of the royalties, revenues, rents, issues or profits thereof, or
makes any general assignment for the benefit of creditors, or admits in writing its inability to pay
its debts generally as they become due; or

(f) a court of competent jurisdiction enters an order, judgment or decree
approving a petition filed against the Company seeking any reorganization, dissolution or similar
relief under any present or future federal, state or other statute, law or regulation relating to
bankruptcy, insolvency or other relief for debtors, and such order, judgment or decree remains
unvacated and unstayed for an aggregate of 60 days (whether or not consecutive) from the first
date of entry thereof; or any trustee, receiver or liquidator of the Company or any guarantor of
any obligations under the Bond or of all or any part of the Project Property, or of any or all of the
royalties, revenues, rents, issues or profits thereof, is appointed without the consent or
acquiescence of the Company or such guarantor, as applicable, and such appointment remains
unvacated and unstayed for an aggregate of 60 days (whether or not consecutive); or

(g) a writ of execution or attachment or any similar process is issued or levied
against all or any part of or interest in the Project Property, or any judgment involving monetary
damages is entered against the Company or the Issuer that becomes a lien on the Project Property
or any portion thereof or interest therein and such execution, attachment or similar process or
judgment is not released, bonded, satisfied, vacated or stayed within 60 days after its entry or
levy; or.

(h) any suit or proceeding is filed against the Company that, if adversely
determined, would substantially impair the ability of the Company to perform any of its
obligations contained in the Bond Documents or the Bond, and counsel for the Company or
independent counsel retained by the Purchaser has formed a professional conclusion that an
adverse outcome is probable, as that term is defined in the American Bar Association's Statement
of Policy Regarding Lawyers' Responses to Auditors' Requests for Information.

Section 8.2 Remedies on Default.

(a) If an Event of Default occurs and is continuing, the Purchaser, as the assignee
of the Issuer under the Indenture, and on behalf of the Issuer, may, but is not required to, take
any one or more of the following remedial steps:

(i) by written notice to the Company declare all such amounts of Rent
payable for the remainder of the Term as are required to provide for the Payment of the Bond,
whereupon the same will be immediately due and payable;
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(ii) take whatever action at law or in equity may appear necessary or
desirable to collect the Rent then due and thereafter to become due or to enforce the performance
and observance of any obligation of the Company under this Lease or the Indenture; or

(iii) exercise any remedies provided for in the Indenture.

(b) In the exercise of any remedies provided in this Section 8.2, the Purchaser
shall not take any action at law or in equity that could result in the Purchaser obtaining
possession of the Project Property or operating the Project as a business or otherwise.

(c) In the enforcement of the remedies provided in this Section 8.2, the
Purchaser, as the assignee of the Issuer and on behalf of the Issuer, will treat all expenses of
enforcement, including, without limitation, legal, accounting and advertising fees, as Additional
Payments then due and owing. In the exercise of any of the remedies in Section 8.2(a)(i) through
(iii) above, the Purchaser, as the assignee of the Issuer, has the sole responsibility for the exercise
of such remedies if an Event of Default occurs and is continuing, and except for the exercise of
Issuer's remedies under Sections 8.3 and 8.4 below, the Issuer shall not exercise any remedies
provided under this Lease unless specifically authorized in writing by the Purchaser.

Section 8.3 Issuer's Remedies. Subject to Section 4.2(c) hereof, the Issuer may take
whatever action at law or in equity may appear necessary or desirable to enforce the performance
and observance of any Unassigned Rights Obligation under this Lease, including, without
limitation, the Reconveyance Remedy provided in Section 8.4 of this Lease.

Section 8.4 Reconvevance Remedy. Subject to Section 4.2(c) hereof, if the Company (i)
fails to complete the Project as provided in Section 4.1 of this Lease, (ii) makes changes to the
Project or operates the Project in such a manner that would result in the Project no longer
qualifying as a "project" within the meaning of the Act, (iii) ceases to operate the Project, or
(iv) fails to perform any Unassigned Rights Obligation under this Lease, and any of such
circumstances continues for 60 days after notice by the Issuer to the Company, then the Issuer
shall have the right to immediately convey the Project Property to the Company and take all
steps necessary to have the Project Property immediately assessed for property tax purposes in
the name of the Company from and after 60 days after such notice is given. The provisions of
Article X shall govern the manner and form of any such conveyance from the Issuer to the
Company.

Section 8.5 Agreement to Pay Attorneys' Fees and Expenses. If an Event of Default or
an event or condition which, with notice or the lapse of time or both would constitute an Event of
Default, has occurred, and the Issuer or the Purchaser employ attorneys or incur other expenses
for collection of Rent or the enforcement of performance or observance of any obligation or
agreement on the part of the Company contained herein, the Company agrees that it will on
demand therefor pay to the Issuer. or the Purchaser, as the case may be, the reasonable fees of
such attorneys and such other expenses so incurred by the Issuer or the Purchaser.

Section 8.6 No Additional Waiver Implied by One Waiver. In the event any agreement
contained in this Lease should be breached by either party and thereafter waived by the other
party, such waiver will be limited to the particular breach so waived and will not be deemed to
%waive any other breach hereunder. In view of the assignment of certain of the Issuer's rights in
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and under this Lease to the Purchaser pursuant to the Indenture, the Issuer will have no power to
waive any Event of Default hereunder without the consent of the Purchaser. Notwithstanding the
foregoing, a waiver of a Default under the Indenture or a rescission of a declaration of
acceleration of the Bond and a rescission and annulment of its consequences ;;ill constitute a
waiver of the corresponding Event of Default under this Lease and a rescission and annulment of
its consequences; provided that no such waiver or rescission will extend to or affect any
subsequent or other default hereunder or impair any right resulting therefrom.

Section 8.7 Survival of Obligations. Except as otherwise provided in Subsection 7.3(a)
hereof, the Company's obligations hereunder, including, without limitation, its obligations to
make payments, will survive any sale of all or any portion of the Project Property or exercise of
any other remedy in accordance with this Article and the Company will continue to pay the
payments and perform all other obligations provided herein to the extent necessary to fulfill its
obligation hereunder. - -

ARTICLE IX - PREPAYMENTS

Section 9.1 Prepayments. The Company may at any time (including after the occurrence
and during the continuance of an Event of Default) and for any reason cause all or any portion of
the outstanding amount of the Bond to be redeemed in accordance with the provisions of the
Indenture. which redemption may occur on the same day-the Purchaser advances proceeds of the
Bond to the Company pursuant to Section 404 of the Indenture. The Company shall send notice
of such redemption to the Issuer, the Depository and the Purchaser not less than one (I) Business
Day prior to the redemption date. Such notice will specify the redemption date and the principal
amount of the Bond redeemed. On the redemption date the Company will prepay that portion of
the Rent equal to such principal amount plus accrued interest, if any, on such principal amount to
the redemption date by payment of such amounts to the Purchaser; provided that in the event of a
redemption of all the outstanding amount of the Bond, the Company shall pay, in addition on the
redemption date, all Additional Payments payable to the Issuer or the Depository, as the case
may be.

ARTICLE X - EXERCISE OF OPTION AND PURCHASE OF PROJECT PROPERTY

Section 10.1 Purchase of Proiect Property. The Company will purchase, and the Issuer
will sell, the interests of the Issuer in the Project Property for $1.00 and any unpaid Additional
Payments at the expiration or sooner termination of this Lease (provided that the Rent and all
other amounts due hereunder have been fully paid) and following Payment of the Bond and
release of the Indenture pursuant to its provisions. The Company will give notice to the Issuer
specifying the date of closing of such purchase, which will be not less than 15 days nor more
than 90 days from the date of such notice. At the closing of such purchase, upon payment of the
amount due by the Company, the Issuer will. at the expense of the Company, convey the Project
Property to the Company subject to the provisions of Section 10.2.

Section 10.2 Convevance. At the closing of a purchase pursuant to this Article X, the
Issuer will, upon receipt of the purchase price and at the sole expense of the Company, deliver to
the Company documents. including. but not limited to a quitclaim deed or other transfer or
conveyance documents. conveying to the Company the Issuer's interest in the Project Property
being purchased, as such Project Property then exists subject only to: (i) those liens and
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encumbrances (if any) to which title to or interest in, the Project Property was subject when
conveyed to the Issuer; (ii) those liens and encumbrances created by the Company or any party
other than the Issuer or to the creation or suffering of which the Company consented; (iii) those
liens and encumbrances resulting from the failure of the Company to perform any of its
obligations under this Lease; (iv) Permitted Liens other than the Indenture and this Lease; and
(v) any other lien arising as a matter of law. The Company may purchase the Project Property
and exercise its other rights under this Article X, whether or not an Event of Default has occurred
and is continuing.

ARTICLE XI - MISCELLANEOUS

Section 11.1 Remedies. Except as otherwise provided in Section 14 of the Bond
Purchase Agreement, Section 1 1.3 of this Lease and Section I 1 12 of the Indenture, no right or
remedy conferred on any Party in any of the Bond Documents is intended to be exclusive'of any
other right or remedy. Each such right or remedy is in addition to every other right or remedy
provided in any of the Bond Documents or by law. No delay or omission of any Party to
exercise any such right or remedy will impair any such right or remedy or be construed to be a
waiver. Every such right or remedy may be exercised from time to time and as often as the
relevant Party may deem expedient. No waiver by any Party of any right or remedy with respect
to any Default or Event of Default will extend to or affect any other existing or subsequent
Default or Event of Default. In order for any Party to exercise any remedy reserved to it in the
Bond Documents, such Party shall not be required to give any notice other than such notice as
may be expressly required in the Bond Documents.

Section 11.2 Amendments. This Lease may be amended by one or more instruments
signed by the Issuer and the Company, and consented to by the Purchaser. The Issuer shall
amend this Lease as requested by the Company or a lender or other entity providing all or any
part of the Project Financing, provided any such amendment is not inconsistent with the Bond
Ordinance.

Section 11.3 Limitation of Issuer's Liabilitv.

(a) No agreements or provisions contained herein nor any agreement, covenant or
undertaking by the Issuer contained in any document executed by the Issuer in connection with
any property of the Company financed, directly or indirectly, out of the Bond proceeds or the
issuance, sale and delivery of the Bond will give rise to any pecuniary liability of the Issuer, its
officers or members of its governing body. or constitute a charge against the Issuer's general
credit, or will obligate the Issuer financially in any way. except with respect to the funds or
property available under the Lease or under the Indenture and pledged to the payment of the
Bond and their application as provided under the Indenture. No failure of the Issuer to comply
with any terms, covenants or agreements herein or in any document executed by the Issuer in
connection with the Bond will subject the Issuer to any pecuniary charge or liability except to the
extent that the same can be paid or recovered from the funds available hereunder or under the
Indenture and pledged to the payment of the Bond and their application as provided under the
Indenture. The Issuer shall not be required to expend or risk its own funds or to otherwise incur
financial liability in the performance of any of its duties or in the exercise of any of its rights or
powers hereunder unless it will first have been adequately indemnified to its satisfaction against
the cost, expense or liability which might be incurred thereby. Nothing herein will preclude a
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proper party in interest from seeking and obtaining, to the extent permitted by law, specific
performance against the Issuer for any failure to comply with any term, condition, covenant or
agreement herein or in the Indenture; provided that no costs, expenses or other monetary relief
will be recoverable from the Issuer except as may be payable from the funds available hereunder
or under the Indenture and pledged to the payment of the Bond.

(b) No covenant, obligation or agreement in this Lease shall be deemed to be a
covenant, obligation or agreement of any present or future member, officer, agent or employee of
the Issuer or the governing body of the Issuer in other than his official capacity, and neither the
members of that governing body nor any official executing the Bond shall be liable personally on
the Bond or be subject to any personal liability or accountability by reason of the issuance
thereof or by reason of the covenants, obligations or agreements of the Issuer contained in this
Lease or in the Indenture.

Sectiori 11.4 No Violation of Public Policies Reaardinp Indemnity. Notwithstanding any
other term or condition of this Lease, to the extent, if at all, that Section 56-7-1 NMSA 1978, as
amended, is applicable to any agreement to indemnify, hold harmless, insure, or defend another
party contained herein or in any related documents, such agreement will not extend to liability,
claims, damages, losses or expenses, including attorneys' fees, arising out of bodily injury to
persons or damage to property caused by or resulting from, in whole or in part, the negligent act
or omission of any indemnitee, its officers, employees or agents.

Section 11.5 Release. The Issuer will not be liable to the Company, and the Company
releases and discharges the Issuer from any liability for any and all losses, costs, expenses
(including attorneys' fees), damages, judgments, claims and causes of action, paid, incurred or
sustained by the Company as a result of or relating to any action, or failure or refusal to act, on
the part of the Depository or the Purchaser with respect to the Bond, the Indenture, this Lease, or
the documents and transactions related hereto or thereto or contemplated hereby or thereby,
including, without limitation, the exercise by the Depository, Purchaser or any third party of any
of its rights or remedies pursuant to any of such documents.

Section 11.6 Bindina Effect. This Lease shall inure to the benefit of and shall be binding
upon the Issuer, the Company, and their respective successors and assigns.

Section 11.7 Severabilitv. In the event any provisions of this Lease shall be held invalid
or unenforceable by any court of competent jurisdiction. such holding shall not invalidate or
render unenforceable any other provision hereof: provided. however, that if enforcement of this
Lease absent such invalid or unenforceable provisions would destroy an essential purpose of the
issuance of the Bond, then this Lease shall be deemed modified to the extent necessary to make it
valid or enforceable consistent with the true intent hereof.

Section 11.8 Recording. This Lease, the Indenture and every assignment and
modification hereof, or an appropriate and sufficient memorandum thereof, shall be recorded in
the office of the County Clerk of Lea County. New Mexico. This Lease as originally executed or
an appropriate and sufficient memorandum thereof shall be so recorded before the recordation of
the Indenture.
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Section 11.9 No Waiver. No waiver of any breach of any covenant or agreement
contained herein shall operate as a waiver of any subsequent breach of the same covenant or
agreement, and in case of a breach by either party of any covenant, agreement or undertaking,
the non-defaulting party may nevertheless accept from the other any payment or payments or
performance hereunder without in any way waiving its right to exercise any of its rights and
remedies provided for herein or otherwise with respect to any such default or defaults which
were in existence at the time such payment or payments or performance were accepted by it.

Section 11.10 Non-Merger. The provisions of this Lease shall survive the conveyance or
transfer of the Project Property to the Issuer, the reconveyance or transfer of the Project Property
to the Company and any other performance hereunder, and shall not be deemed merged in any
deed or other instrument or document delivered hereunder.

Section 11.11 Execution in Counterparts. This Lease may be executed in multiple
counterparts, all of which taken together will constitute one instrument. Any Party may execute
any of the Bond Documents by executing any counterpart of such Bond Document.

Section 11.12 Notices. All notices required under this Lease shall be deemed to be
properly sent if in writing, signed by the Party or agent sending them, and (i) delivered
personally, (ii) sent by registered or certified mail, (iii) sent by a recognized overnight express
mail carrier, or (iv) sent by facsimile, if a copy is sent by one of methods (i), (ii) or (iii) as soon
as practicable thereafter, addressed to the Issuer, the Company, the Purchaser or the Depository,
as the case may be, at the following addresses, and such notices shall be effective on the date of
receipt thereof:

If to the Issuer:

with a copy to:

If to the Company:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 396-8601
Fax: (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, P.A.
500 Fourth Sticet N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter Franklin

Louisiana Energy Services, L.P.
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198
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with a copy to:

If to the Purchaser:

If to the Depository:

Rodey Law Firm
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax: (505) 768-7395

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198

Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 11.13 Title: Headings. The title and headings of the articles, sections and
subdivisions of this Lease have been used for convenience only and will not modify or restrict
any of the terms or provisions of this Lease.

Section 11.14 Applicable Law. The validity, construction and effect of this Lease will
be governed by the law of the State of New Mexico applicable to agreements made and to be
performed in the State of New Mexico, without regard or effect given to conflict of law
principles or rules that would require the application of the laws of any other jurisdiction.

Section 11.15 Subordination. The Issuer agrees to subordinate its title and interest in and
to the Project Property and its rights as lessor under this Lease, to any lender or other person or
entity providing all or any part of the Project Financing and to enter into agreements as the
Company may reasonably require to evidence such subordination. The Bond Ordinance
authorizes the Chairman and Vice Chairman of the Board of County Commissioners of the Issuer
to execute and deliver any agreements or other documents providing for such subordination.
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IN WITNESS WHEREOF, the Issuer and the Company have executed this Lease the date
set forth above.

ISSUER:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners

By:.

Name: Harry Teague

Its: Chairman of the Board of County
Commissioners

COMPANY:'

LOUISIANA ENERGY SERVICES, L.P.

By: y : _ _ _

Name: E. James Ferland

Its: President and Chief Executive Officer
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State of New Mexico )
) ss.

County of G F- )

This instrument was acknowledged before me on January A, 2004, by Harry Teague,
as Chairman of the Board of County Commissioners of Lea County, New Mexico, a political
subdivision of the State of New Mexico acting through its Board of County Commissioners.

IA t?
- ,*Notary Public

:. My commission expires: 4

State of New Mexico )
) ss.

County of )

This instrument was acknowledged before me on January c!R, 2004, by E. James
Ferland, as President and Chief Executive Officer of Louisiana Energy Services, L.P., a
Delaware limited partnership.

Notary Public

CMycommission expires:

Zl4
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EXHIBIT A: DESCRIPTION OF PROJECT SITE

The Project Site consists of the following:

A parcel of land within Section 32, Township 21 South, Range 38 East, New Mexico Principal
Meridian, Lea County, New Mexico and being more particularly described as follows:

BEGINNING at the one-quarter corner between Sections 31 and 32 (a found GLO brass cap on a
2-inch iron pipe);

THENCE N0038'22"W along the section line between Sections 31 and 32 a distance of
2638.37 feet to the comer of Sections 29, 32, 31 and 30 (a found GLO brass cap on a 2-inch iron
pipe);

THENCE N89018'08"E along the section line between Sections 29 and 32 a distance of 2640.69
feet to a set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH PLS 13239";

THENCE N89018'08"E along the section line between Sections 29 and 32 a distance of 2640.69
feet to the corner of Sections 28, 33, 32 and 29 (a found GLO brass cap on a 2-inch iron pipe);

THENCE S0039'20"E along the section line between Sections 32 and 33 a distance of 2640.49
feet to the one-quarter comer between Sections 32 and 33 (a found GLO brass cap on a 1-inch
iron pipe);

THENCE S00041'56"E along the section line between Sections 32 and 33 a distance of 2324.52
feet to a found railroad iron marking the right-of-way for New Mexico State Highway No. 234;
from whence the comer of Sections 33 and 32 of Township 21 South, Range 38 East, and
Sections 4 and 5 of Township 22 South, Range 38 East (a found 1/2-inch rebar) bears
S0041 56"E a distance of 340.08 feet;

THENCE N8001 0'49"W along the observed northerly right-of-way line of New Mexico State
Highway No. 234 a distance of 5377.12 feet to a point of intersection with the section line
between Sections 31 and 32 (set 5/8-inch rebar with a 2-inch aluminum cap marked "MUTH
PLS 13239"); from whence the corner of Sections 31 and 32 of Township 21 South. Range 38
East and Sections 6 and 5 of Township 22 South. Range 38 East (a found GLO brass cap on a
2-inch iron pipe) bears S00 035I 6-E a distance of 1321.66 feet;

THENCE N00035' 16"W along the section line between Sections 31 and 32 a distance of
1345.14 feet to the POINT OF BEGINNING.
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EXHIBIT B: PERMITTED LIENS

1. Taxes for the year 2004, and thereafter, not yet due and payable, and all assessments
applicable to the Project Property.

2. All interests or matters of record applicable to the Project Site (including any conditions,
easements, rights-of-ways, licenses, covenants, restrictions, indentures, patents,
reservations, and any and all other interests or matters of record), including those shown
on any recorded plats, and including, without limitations, the following:

(a) Reservations, conditions and stipulations as contained in Patent appearing of
record in the New Mexico State Land Office under Patent No. 1202902.

(b) Title to all the oil, gas, minerals and mineral substances within and underlying the
premises, together with the drilling rights thereto belonging.

(c) Oil and Gas Lease filed with the New Mexico State Land Office and labeled B-
4467 dated 6-10-35, executed by and between The State of New Mexico and Gypsy Oil
Company, assigned to Gulf Oil Corporation in Assignment filed with the New Mexico State
Land Office 2-24-36. Gulf Oil Corporation, evidenced by those certain Articles of Merger filed
with the New Mexico State Land Office, changed its name to Chevron U.S A. Inc. Chevron
U.S.A. Inc. partially assigned lease to Louisiana Energy Services, L.P., evidenced by Partial
Assignment of Oil and Gas Lease filed with the New Mexico State Land Office on 8-28-03 and
Partial Assignment of Oil and Gas Lease dated 8-22-03, filed 8-28-03, in Book 1249, Page 610,
Lea County Records, Lea County, New Mexico.

(d) Pipeline Easement (unrecorded) as evidenced by that certain Conveyance,
Assignment and Bill of Sale dated 12-24-90, effective 12-31-90, filed 1-2-91, in Book 536, Page
273, Miscellaneous Records, Lea County, New Mexico, executed by Enron Corp. fka Northern
Natural Gas Company to Northern Natural Gas Company. RE: Pipeline Easement (NMG 203-
18).

(e) Right of Way filed in the New Mexico State Land Office as Permit No.
RW22760, executed by Commissioner of Public Lands, State of New Mexico, to Big Three
Industries, Inc. As assigned in that certain Assignment of Right of Way and Easement approved
and filed with the New Mexico State Land Office October 14, 1986 and executed by Big Three
Industries, Inc. to Big Three Carbon Dioxide Company. Big Three Carbon Dioxide Company
changed its name to Air Liquide America Corporation as indicated in Miscellaneous Instrument
#8970 filed with the New Mexico State Land Office. Said Right of Way assigned by Air Liquide
America Corporation to Trinity Pipeline L.P. evidenced by Assignment filed with the New
Mexico State Land Office on 7-21-03. Said Right of Way is labeled Underground Pipeline as
shown on Survey prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1,
Page 566, Survey Records, Lea County, New Mexico, and as additionally shown and labeled as
Permit for Right-of-way-Air Liquide America Corporation, New Mexico State Land Office
Permit No. RW22760 on Survey prepared by Pettigrew and Associates, dated 8-26-03, filed 8-
26-03, in Book 1, Page 568, Survey Records, Lea County, New Mexico.
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(f) State of New Mexico Grazing Lease No. OR 1855 filed in the New Mexico State
Land Office. Executed by the New Mexico State Land Office to Wallach Ranch, LLC. And as
mentioned in those certain Probate Proceedings, Lea County Probate Court case no. 3932, filed
10-29-75, styled In The Matter of the Estate of Paul Wallach, Deceased and referenced as GR
527, by and between State of New Mexico and Paul Wallach.

(g) Encroachment of the fence along the western boundary as shown on Survey
prepared by Pettigrew and Associates, dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in
Book 1, Page 568, Survey Records, Lea County, New Mexico.

(h) Rights of Wallach Ranch, LLC and Wallach Concrete, Inc. set forth in those
certain unrecorded Letter Agreements dated 8-22-03 and that certain unrecorded Non-
Distrubance Agreement dated 9-1-03 executed by and between Wallach Ranch, LLC, Wallach
Concrete, Inc. and Louisiana Energy Services, L.P. in and to the road running North to South
along the center line of the property as shown on Survey prepared by Pettigrew and Associates,
dated 8-14-03, filed 8-14-03, in Book 1, Page 566, and in Book 1, Page 568, Survey Records,
Lea County, New Mexico.

(i) The agreements, covenants and conditions including but not limited to the first
right of refusal in favor of Wallach Ranch, LLC as mentioned in those certain unrecorded Letter
Agreements dated 8-22-03 and that certain un-recorded Non-Disturbance Agreement dated 9-1-
03 executed by and between Wallach Ranch, LLC, Wallach Concrete, Inc. and Louisiana Energy
Services, L.P.

') The terms and conditions of that certain Easement No. RW28583 executed by the
Commissioner of Public Lands, State of New Mexico on 8-20-03 to Louisiana Energy Services,
L.P., a Delaware Limited Partnership, and filed in the New Mexico State Land Office on August
22, 2003, as file no. RW28583, and filed in the Lea County Records on /- p as file no.
•cŽ712.

(k) The terms and conditions of that certain Agreement Regarding Land Use
Restriction or Condition effective 8-22-03 executed by and between the Commissioner of Public
Lands, State of New Mexico and Louisiana Energy Services, L.P., a Delaware Limited
Partnership, and filed in the New Mexico State Land Office on January 20, 2004, as file no.
LURC t 3, and filed in Lea County Records on AI- ' Oas file no. 50?3 I

3. Any matters applicable to the Project Site pertaining to or arising out of circumstances
existing on or before the date of this Lease, and including, but not by way of limitation:

i. Rights or claims of parties in possession not shown by the public records, and
easements or claims of easements, not shown by the public record.

ii. Encroachments, overlaps, roadways, overlays, conflicts in boundary lines,
shortages in area, or other matter which would be disclosed by an accurate survey
and inspection of the Project Site.
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iii. Unpatented mining claims; reservations or exceptions in patents or in acts
authorizing the issuance thereof; water rights claims or title to water.

iv. Taxes or assessments which are not shown as existing liens by the public records,
or any assessments against the Project Site.

v. Any easement rights as a result of any roadways or rights-of-way affecting the
Project Site.
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SCHEDULE I

The Company has been advised by the NRC that it has commenced an internal investigation of a
matter involving the submission by the Company of its license application before the NRC
("License Application") on December 12, 2003.

NRC regulations require that the portion of the License Application that addresses the classified
information for the facility be filed separately from the rest of the License Application. When
the License Application was filed, the classified information for the facility was sent to an NRC
address identified in the NRC regulations. Although the Company also consulted the NRC's
website, which indicated a change to the regulation (specifying a different address for submittal
of classified information) would go into effect on January 1, 2004, the Company decided to use
the address in the regulations in effect at that time.

About a week after the License Application was submitted to the NRC, the NRC notified the
Company that the classified information had been mailed to the wrong address, and that the
Company should have called the NRC to obtain the proper address. This proper address was not
previously provided in any NRC documents other than as stated in the revised regulation that
became effective on January 1, 2004.

As a result, the Company was advised that an NRC internal investigation is now ongoing, and
even though the Company has taken appropriate corrective action, it is possible the NRC could
issue a violation for sending the classified information for the facility to the wrong NRC address.
In the event a violation is found to have occurred, it is the Company's position that this will not
have a material adverse effect on the Company, the Project Property, the Company's ability to
perform under the Bond Documents or the License Application.

STATE OF NEW MEXICO
CID COUNTY OF LEA

FILED 2 A
0:: AN 2 22004 4. f.*
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LEA COUNTY, NEW MEXICO,
as Issuer,

BANK OF ALBUQUERQUE, N.A.,
a national banking association,

as Depository

and

NEF SERIES 2004, LLC,
a Delaware limited liability company,

as Purchaser

INDENTURE

Dated January 22, 2004

Securing

$1,800,000,000
Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

This instrument constitutes a security agreement with respect to certain personal property under
the laws of the State of New Mexico.
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THIS INDENTURE is made this 22nd day of January, 2004, among LEA COUNTY,
NEW MEXICO, a political subdivision-of the State of New Mexico, duly organized and existing
pursuant to the constitution and laws of the State of New Mexico acting through its Board of
County Commissioners (together with its successors and assigns, the "Issuer"), NEF Series 2004,
LLC, a Delaware limited liability company (together with its successors and assigns, and
permitted transferees of the Bond (defined below), the "Purchaser"), and BANK OF
ALBUQUERQUE, N.A., a national banking association (together with its successors and
assigns, the "Depository").

ARTICLE I - RECITALS

Section 101. The Act. Pursuant to the County Industrial Revenue Bond Act, Chapter 4,
Article 59 NMSA 1978 (the "Act"), the Issuer is authorized to acquire, construct and equip
certain industrial or commercial projects and to issue its industrial revenue bonds to finance such
projects and certain related costs. Such bonds are payable solely out of revenue of the leasing of
such projects. Such bonds may be further secured by an assignment of the Issuer's interest in the
lease agreement respecting the project to be acquired, constructed and equipped. Under the Act,
a project may include land, buildings, machinery, equipment, furnishings and other property
deemed necessary in connection with such project.

Section 102. Government Proceedings. Louisiana Energy Services, L.P., a Delaware
limited partnership that is registered to transact business in New Mexico (together with its
successors and assigns, the "Company"), has presented to the Issuer a proposal ("Project Plan")
relating to the issuance of industrial revenue bonds and the acquisition, construction and
installation by the Company of a uranium enrichment facility to be located within Lea County
and not within the boundaries of any incorporated municipality in the County. Following
consideration of the Company's proposal, the Board of County Commissioners (the "Board") on
December 16,2003 adopted Ordinance No. 58 (the "Bond Ordinance"), authorizing, among
other matters, (i) the issuance of the Lea County, New Mexico Industrial Revenue Bond
(National Enrichment Facility Project) Series 2004 (the "Bond") in an aggregate principal
amount not to exceed $1,800,000,000, and (ii) the execution and delivery of this Indenture.

Section 103. The Lease. The Issuer has entered into a Lease and Purchase Agreement
dated the date of this Indenture (together with any and all amendments and supplements, the
"Lease") with the Company, under which the Issuer has leased the Project Property (as defined in
the Lease) to the Company and the Company has agreed to make rental payments in amounts
sufficient to pay the principal of. interest on and redemption price of the Bond when due. For the
purpose of providing security for the payment of the principal of, interest on and redemption
price of the Bond, the Issuer wishes to assign to the Purchaser certain of its interests in the Lease,
but reserving the Unassigned Rights.

Section 104. The Indenture: Collateral Pledge. The Bond is to be issued under this
Indenture, which constitutes a security agreement and a collateral pledge of the Lease to the
Purchaser.

Section 105. Conditions Precedent Performed. The Issuer is unaware of any act,
condition or thing required on the part of the Issuer by the constitution and laws of the State to
happen, exist or be performed precedent to and for the execution and delivery of this Indenture
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and the issuance of the Bond except such as do exist and have happened and have been
performed.

ARTICLE II - DEFINITIONS AND RULES OF CONSTRUCTION

Section 201. Meanings of Words and Terms. All words and terms defined in the Lease
have the same meanings when used in this Indenture. In addition to the definitions in the
Recitals, Section 101 hereof, the capitalized words and terms used in this Indenture shall have
the following meanings:

"Acquisition Account" has the meaning assigned in Section 601.

"Authorized Company Representative" means any one of the persons at the time
designated to act on behalf of the Company in a certificate furnished to the Issuer and the
Depository containing the specimen signatures of such persons and signed on behalf of the
Company by an officer of the Company.

"Bond" means the Lea County, New Mexico Industrial Revenue Bond (National
Enrichment Facility Project) Series 2004.

"Bond Documents" means this Indenture, the Lease and the Bond Purchase Agreement.

"Bond Ordinance" has the meaning assigned in Section 102 hereof.

"Bond Purchase Agreement" means the Bond Purchase Agreement, dated the date of this
Indenture, among the Purchaser, the Issuer and the Company.

"Business Day" means any day that is not a Saturday, a Sunday or a day on which
banking institutions in the State are authorized or required to close.

"Closing Date" means the date of issuance of the Bond.

"Company" has the meaning assigned in Section 102 hereof.

"Completion Date" has the meaning assigned in Section 4.1(c) of the Lease.

"Default" has the meaning assigned in Section 801 hereof.

"Depository" has the meaning assigned in the first paragraph of this Indenture.

"Event of Default" has the meaning assigned in Section 8.1 of the Lease.

"Indenture" means this Indenture. together with any and all amendments and
supplements.

"Interest Payment Date" means the Maturity Date and each anniversary of the Closing
Date until the Maturity Date.
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"Issuer" has the meaning assigned in the first paragraph of this Indenture.

"Lease" has the meaning assigned in Section 103 hereof.

"Maturity Date" means the thirtieth anniversary of the Closing Date, in 2034.

"Parties" means the Issuer, the Company, the Purchaser and the Depository.

"Party" means any one of the Parties.

"Payment of the Bond" means payment in full of the principal of and interest on the Bond
in accordance with its terms and the provisions of this Indenture and payment of all fees and
expenses of the Issuer and the Depository payable by the Company under this Indenture, the
Lease and the Bond Purchase Agreement.

"Person" means any individual, corporation, partnership, joint venture, association, joint
stock company, trust, unincorporated organization or government or any agency or political
subdivision.

"Purchaser" means NEF Series 2004, LLC, a Delaware limited liability company,
together with its successors and assigns, and permitted transferees of the Bond.

"Related Costs" means expenditures incurred by or to be incurred by the Company with
respect to the issuance of the Bond and to the acquisition, construction and installation of the
Project Property in accordance with the Project Plan.

"Revenues" means Rent and all other amounts to be received by the Issuer or the
Depository in respect of the Project, including all amounts and investments in the funds and
accounts created hereunder and all income and profits thereon.

Section 202. Rules and Construction.

(a) All references in this Indenture to particular articles, sections or exhibits are
references to articles or sections of or exhibits to this Indenture unless some other reference is
established.

(b) Any inconsistency between the provisions of the Lease and the provisions of
this Indenture will be resolved in favor of the provisions of this Indenture.

Section 203. Bond Not General Oblication of Issuer. Neither the faith and credit nor the
taxing power of the State or any of its political subdivisions, including the Issuer, is pledged to
the payment of the principal of, interest on or redemption price of the Bond. The Bond will be
payable by the Issuer solely out of the Revenues (but excluding Additional Payments), proceeds
and receipts and other security pledged hereby. The principal of, interest on and redemption
price of the Bond will never constitute a debt or indebtedness or general obligation of the Issuer
within the meaning of any State constitutional provision or statutory limitation. The Bond will
never constitute or give rise to a pecuniary liability of the Issuer or be a charge against its general
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credit or a charge against the general credit or the taxing powers of the State or any political
subdivision thereof.

ARTICLE III - GRANT

Section 301. Pledge. In consideration of the purchase of the Bond by the Purchaser, and
in order to secure the payment of the principal of, interest on and redemption price of the Bond,
and in order to secure the performance by the Issuer of its obligations under this Indenture and
the Bond, the Issuer pledges and assigns to the Purchaser and grants a security interest to the
Purchaser in (i) all the Issuer's right, title and interest in and to the Lease and any other lease,
sublease, license, easement, right-of-way or other grant of a possessory or use interest in the
Project Property, to the extent the Issuer has any interest therein, including its rights to the
Revenues, but reserving the Unassigned Rights under the Lease; and (ii) the moneys and
investments in the Acquisition Account.

Section 302. Subordination. The Purchaser agrees to subordinate its rights as pledgee,
assignee and secured party as provided in Section 301 hereof to any lender or other person or
entity providing all or any part of the Project Financing and to enter into agreements as the
Company may reasonably request to evidence such subordination.

Section 303. Release. If the principal of and interest on the Bond are paid in full to the
Purchaser, all obligations of the Issuer as to the Bond under this Indenture will terminate, and the
Purchaser will cancel and discharge the lien of this Indenture on the Project Property, and
execute and deliver to the Issuer and the Company certificates of the Purchaser that all principal
and interest due on the Bond have been paid. The County Clerk or a Deputy County Clerk of the
Issuer is authorized to accept such a certificate of the Purchaser as evidence of the satisfaction of
this Indenture.

ARTICLE IV - AUTHORIZATION, FORM, EXECUTION AND DELIVERY OF BOND

Section 401. Authorization: Authorized Amount of Bond. The Bond is hereby
authorized to be issued under and secured by this Indenture. The Bond will be issued as a single
fully registered bond without coupons, in a principal amount not to exceed $1,800,000,000. The
Bond will be numbered R-1. No bonds may be issued under this Indenture except in accordance
with this Article. The total principal amount of the Bond that may be issued under this Indenture
is expressly limited to $1,800,000,000. No additional bonds may be issued. The Bond may be
transferred only in accordance with its terms.

Section 402. Form of Bond. The Bond will be in substantially the form of Exhibit A
attached hereto, and by this reference, made a part hereof. The Bond will be dated the date of its
issue and delivery to the Purchaser, and amounts advanced with respect to the Bond shall bear
interest from the dates such advances are made at 5% per annum. Interest on the Bond will be
computed on the basis of a 360-day year consisting of twelve 30-day months, and the obligation
to pay interest shall continue until payment in full of the principal amount thereof. Advances
made with respect to the Bond shall be subject to such terms and conditions as set forth in the
Bond Purchase Agreement and this Indenture. Interest on principal amounts outstanding under
the Bond shall be payable on each Interest Payment Date. The entire principal amount of the
Bond shall be payable in one payment at maturity on the Maturity Date.
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Section 403. Execution and Delivery. The Bond will be signed by the Chairman or Vice
Chairman of the Board of County Commissioners and the County Clerk or a Deputy County
Clerk of the Issuer and delivered to the Purchaser on the date of the execution and delivery of
this Indenture. Subject to the terms and conditions of the Bond Purchase Agreement, the
Purchaser will purchase the Bond and will pay the purchase price of the Bond to the Depository
on account of the Issuer as set forth in Sections 404 and 601 hereof. Prior to delivery by the
Issuer to the Purchaser of the Bond, the following will be delivered to the Purchaser:

a. a certified copy of the Bond Ordinance authorizing the issuance of the
Bond and the execution, delivery and performance of this Indenture and the Lease; and

b. original executed counterparts of this Indenture, the Lease and the Bond
..Purchase Agreement.

Section 404. Advances. Subject to the terms and conditions of the Bond Purchase
Agreement, the Purchaser will purchase the Bond upon the execution and delivery of this
Indenture and will pay the purchase price of the Bond in an amount up to the maximum principal
amount of $1,800,000,000 at the time of delivery of the Bond or based on advances requested by
notice of the Company to the Purchaser and Depository, as set forth in Section 2 of the Bond
Purchase Agreement. Promptly upon receipt of notice from the Company requesting an advance.
the Purchaser will, so long as no Default has occurred and is continuing, pay the amount of the
advance requested in such notice to the Depository for deposit in the Acquisition Account;
provided that the aggregate amount of such advances will not exceed $1,800,000,000. The
records of the Depository will be conclusive as to the aggregate amount of advances requested
and made, absent manifest error. The Purchaser is authorized to endorse on the schedule
attached to the Bond the date and amount of each such advance and each principal payment on
and redemption in part of the Bond and the resulting principal amount. Failure to make any such
endorsement or any error in such endorsement will not affect the rights or obligations of any of
the Parties on or with respect to the Bond.

Section 405. Application of Payments. Payments received by the Purchaser with respect
to the redemption of all or any portion of the Bond will be applied first to the principal amount to
be redeemed and then to accrued interest, if any, on such principal amount. All other payments
received by the Purchaser with respect to the Bond will be applied first to accrued interest on and
then to the unpaid principal of the Bond. If such payments exceed accrued interest on and the
unpaid principal of the Bond, the Purchaser will pay such excess to the Company.

Section 406. Bond Registration. The Company will maintain a registration book
showing the name and address of the holder of the Bond. Upon the Company's receipt of notice
of the transfer of the Bond in accordance with its terms, together with other required
documentation, the Company will cause the registration book to reflect the name and address of
the transferee. unless a trustee for bondholders is appointed as provided in this Indenture, in
which event such trustee shall maintain such registration book.
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ARTICLE V - REDEMPTION

If the Company gives notice to ihe Issuer, the Depository and the Purchaser as provided
in Article IX of the Lease that the Bond will be redeemed in whole or in part, and the Company
pays principal of and accrued interest, if any, on all or such portion of the Bond, then all or such
portion of the Bond shall be deemed to have been redeemed by the Issuer on the date the
Company pays the redemption price in an amount equal to the principal amount to be redeemed
plus accrued interest, if any, on such principal amount to the redemption date. The Bond shall be
subject to mandatory redemption in whole if (i) a Default has occurred and is continuing and the
Purchaser declares all unpaid principal of and interest on the Bond immediately due and payable
as provided in Section 802 hereof or (ii) the Company notifies the Issuer, the Purchaser and the
Depository that the NRC License will not be issued, whereupon any and all unpaid principal of
and interest on the Bond shall be immediately due and payable without further notice and the
Lease shall terminate subject to the provisions of the Lease with respect to early termination.

ARTICLE VI - THE ACQUISITION ACCOUNT

Section 601. Creation: Deposits. A special account is hereby created with the
Depository and designated "Lea County, New Mexico IRB (National Enrichment Facility
Project) Series 2004 Acquisition Account" (the "Acquisition Account"). Any moneys received
by the Depository on account of any advances of principal under Section 404 will be deposited in
the Acquisition Account. The moneys in the Acquisition Account will be held by the Depository
and will, subject to the provisions of Sections 605 and 606, be applied to the payment of Related
Costs and, pending such application, will be subject to a lien in favor of the Purchaser.

Section 602. Disbursements. The Depository will make payments of Related Costs from
the Acquisition Account, but only upon receipt of a requisition and certificate in the form of
Exhibit B attached hereto signed by an Authorized Company Representative, stating to whom the
payment is to be made, the general purpose for which the obligation to be paid was incurred, and
that:

(a) obligations in the stated amounts were incurred for Related Costs and are due
and payable (or, if the Company is indicated as the payee, were duly paid by the Company) and
that each item is a proper charge against the Acquisition Account and has not been the subject of
a previous withdrawal from the Acquisition Account;

(b) to the best knowledge of such Authorized Company Representative, there has
not been filed with or served upon the Issuer or the Company notice of any lien, right or
attachment upon, or claim affecting the right of any such Persons to receive payment of, the
respective amounts stated in such requisition that has not been released or will not be released
simultaneously with the payment of such obligation; and

(c) with respect to any item for payment for labor or to contractors, builders or
materialmen, (i) the obligations stated have been properly incurred, (ii) to the best knowledge of
such Authorized Company Representative, such work was actually performed or such materials
or supplies were actually furnished or installed in or about the Project, and (iii) to the best
knowledge of such Authorized Company Representative, either such materials or supplies are
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not subject to any lien or security interest or any such lien or security interest will be released or
discharged upon payment of the requisition.

Section 603. Depository May Rely on Requisitions. All requisitions and certificates
received by the Depository as conditions of payment from the Acquisition Account may be
conclusively relied upon by the Depository and will be retained by the Depository until the
Maturity Date. subject at all reasonable times to examination by the Issuer and other Parties and
their respective agents and representatives.

Section 604. Status Reports. Within 30 days after each December 31 occurring after the
issuance of the Bond and prior to the Completion Date, and within 30 days after the date of
disbursement of all remaining monies in the Acquisition Account, if such disbursement occurs
after the Completion Date, the Depository will prepare and send to the Company a written report
describing any and all moneys and investments on deposit in the Acquisition Account as of such
December 31 (if applicable), and all deposits into and disbursements from the Acquisition
Account, if any, during the twelve-month period ending on such December 31 or on the date of
such final disbursement, as applicable. The Depository will provide copies of all such reports to
the Issuer upon the Issuer's written request.

Section 605. Completion Date. Upon receipt of a certificate from the Company, in the
form of Exhibit C attached hereto, signed by an Authorized Company Representative,
establishing the Completion Date, the Depository will, to the extent moneys are available
therefor, set aside the moneys necessary for the payment of the Related Costs incurred by the
Company but not then due or payable as set forth in such certificate and then will transfer any
moneys remaining in the Acquisition Account to the Company for use in connection with the
Project or for payment of debt service on the Bond (but the Depository and the Issuer shall have
no duty to inquire into or otherwise monitor the Company's use of such moneys).
Notwithstanding anything to the contrary in this Section 605, all moneys, if any, in the
Acquisition Account on the Completion Date shall be paid to the Company for use in connection
with the Project or for payment of debt service on the Bond (but the Depository and the Issuer
shall have no duty to inquire into or otherwise monitor the Company's use of such moneys).

Section 606. Pavrnent on Acceleration. If the Purchaser declares the unpaid principal of
and accrued interest on the Bond to be immediately due and payable pursuant to Section 802, the
Depository will promptly pay all moneys then held in the Acquisition Account to the Purchaser
and the Purchaser shall apply such moneys to the unpaid principal of and accrued interest on the
Bond.

Section 607. Investments. An Authorized Company Representative will direct the
Depository in writing to invest and reinvest moneys in the Acquisition Account in short-term
interest-bearing securities or funds or other investments which are at the time authorized under
the Act, including but not limited to money market funds maintained by the Depository. Such
investments will be deemed at all times to be a part of the Acquisition Account. Any interest
accruing on any such investment and any profit realized from such investment will be credited to
the Acquisition Account. Any loss resulting from any such investment will be charged to the
Acquisition Account. The Depository will use all reasonable efforts to sell at the best price
obtainable or present for redemption any such investment when necessary in order to provide
cash to meet any payment or transfer from the Acquisition Account. Neither the Depository nor
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the Issuer will be liable or responsible for any loss resulting from any such investment or for the
early termination thereof if such early termination is required for compliance with the terms of
this Indenture. The Depository may make any such investment through its own or its affiliated
bond or investment department, unless otherwise directed in writing by an Authorized Company
Representative.

ARTICLE VII - PARTICULAR COVENANTS AND PROVISIONS

Section 701. Extent of Covenants: Disclaimer of Liability. It is expressly made a
condition of this Indenture that any covenants, stipulations, obligations, representations or
agreements contained herein or contained in the Bond do not and will never give rise to a
personal or pecuniary liability or be a charge against the general credit or taxing powers of the
Issuer, and in the event of a breach of any such covenant, stipulation, obligation, representation
or agreement, no personal or pecuniary liability or charge payable by the Issuer directly or
indirectly from the revenues of the Issuer other than the Revenues (but excluding Additional
Payments) will arise therefrom. NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING
THE ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON
OR REDEMPTION PRICE OF THE BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THE BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE. THE BOND WILL
NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE STATE
OR ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE ISSUER, OR A CHARGE
AGAINST THEIR GENERAL CREDIT OR TAXING POWERS. NONE OF THE
PROVISIONS OF THIS INDENTURE SHALL REQUIRE THE ISSUER TO EXPEND OR
RISK ITS OWN FUNDS OR TO OTHERWISE INCUR FINANCIAL LIABILITY IN THE
PERFORMANCE OF ANY OF ITS DUTIES OR IN THE EXERCISE OF ANY OF ITS
RIGHTS OR POWERS HEREUNDER UNLESS IT SHALL HAVE FIRST BEEN
ADEQUATELY INDEMNIFIED TO ITS SATISFACTION AGAINST THE COST, EXPENSE
AND LIABILITY WHICH MAY BE INCURRED THEREBY.

Section 702. Performance: Authoritv. The Issuer covenants that it will faithfully
perform all covenants and agreements of the Issuer contained in this Indenture and in the Bond.
The Issuer represents that it is duly authorized under the constitution and laws of the State of
New Mexico, including the Act. to issue the Bond. to execute and deliver this Indenture, and to
pledge the Revenues (but excluding amounts described in Subsection 5.3(b)(ii) of the Lease and
any amount for indemnification of the Issuer) described in this Indenture, and that it has taken all
actions required on its part for the issuance of the Bond. and for the execution and delivery of
this Indenture, the Bond Purchase Agreement and the Lease.

Section 703. Obligations Under the Lease. The Issuer: (i) will perform all of its
obligations under the Lease, (ii) will not execute or agree to a change, amendment or
modification of or supplement to the Lease except by a supplement or an amendment duly
executed by the Company with the written approval of the Purchaser, (iii) will not agree to any
abatement. reduction or diminution of the Basic Rent without the approval of the Purchaser, and
(iv) vill not interfere with or otherwise hinder the Purchaser's efforts to exhaust or enforce all
legal remedies against the Company for payment of amounts owed under the Lease. The parties
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acknowledge that except for Issuer's remedies under Sections 8.3 and 8.4 of the Lease, the Issuer
shall not enforce the Lease unless specifically authorized in writing by the Purchaser. However,
any actions taken by the Issuer to enforce the Lease shall be at the expense of the Company.

ARTICLE VIII - DEFAULT AND REMEDIES

Section 801. Defaults. Each of the following events is a "Default":

(a) failure to pay any installment of principal of, interest on or redemption price
of the Bond when due and such failure continues for a period of five Business Days;

(b) an Event of Default under the Lease occurs and is continuing; or

(c) the Company fails to perform any covenant contained in this Indenture or the
other Bond Documents, other than as specified in subsections (a) and (b) above, and such failure
is not cured within 30 Business Days after receipt of notice of such failure from any other Party,
or, if such failure cannot reasonably be-remedied within 30 Business Days, failure by the
Company to commence the remedy within such period and to pursue the same diligently to
completion.

Section 802. Acceleration. If a Default has occurred and is continuing, the Purchaser
may by notice to the other Parties declare the then unpaid principal of and all accrued interest on
the Bond to be immediately due and payable. Upon such declaration the same will be
immediately due and payable by the Company; provided, however, that the Purchaser, by written
notice to the other Parties, may annul such declaration and void its effect and waive any such
default if all reasonable charges and expenses of the Issuer and the Depository and their agents
and counsel shall have been paid or provided for.

Section 803. Issuer and Depository Not Responsible. Neither the Issuer nor the
Depository has any responsibility to act on behalf of the Purchaser with respect to any Default.
Except as otherwise provided in the Lease. all rights and remedies arising from or related to any
Default are the rights and remedies of the Purchaser; provided that, upon request of the
Purchaser, the Issuer will cooperate with the Purchaser in the lawful enforcement of its rights and
remedies under the Bond Documents upon receipt of indemnity satisfactory to the Issuer against
any out-of-pocket cost, expense (including any counsel fees and expenses) or liability the Issuer
may incur or suffer as a result of or in connection with such cooperation, subject to the
provisions concerning the appointment of a trustee set forth in Article X.

ARTICLE [X - THE DEPOSITORY

Section 901. Acceptance of Duties. The Depository accepts the duties imposed on it by
this Indenture, but only on the following express terms and conditions:

(a) The Depository undertakes to perform such duties and only such duties as are
specifically set forth in this Indenture and no implied covenants or obligations will be read into
this Indenture against the Depository. Unless previously terminated by the Cbmpany, the
Depository's duties hereunder shall continue. subject to the provisions of Subsection 904(d), until
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the occurrence of the Completion Date and the disbursement of all moneys remaining on deposit
in the Acquisition Account as provided in Section 605.

(b) In the absence of gross negligence or willful misconduct on its part, the
Depository may conclusively rely on certificates or notices furnished to the Depository and
conforming on their faces to the requirements of this Indenture or the Lease, as the case may be;
but if any such certificates or notices are specifically required to be furnished to the Depository
under this Indenture or the Lease, the Depository will examine the same to determine whether
they conform on their face to the requirements of this Indenture or the Lease, as the case may be.

(c) No provision of this Indenture will be construed to relieve the Depository
from liability for its own gross negligence or willful misconduct.

(d) The Depository may. consult with counsel and other professionals and the
advice of such counsel and other professionals shall be full and complete authorization and
protection in respect of any action taken, suffered or omitted by the Depository hereunder in
good faith and in reliance thereon.

(e) The Depository shall be under no obligation to take any action or exercise any
right or power under this Indenture unless the Purchaser shall first have provided to the
Depository, its directors, officers, agents and employees, security or indemnity satisfactory to the
Depository against the reasonable costs (including without limitation reasonable fees of
attorneys), expenses and liabilities that might be incurred by the Depository in connection
therewith.

Section 902. Comnensation. The Company will pay to the Depository its reasonable fees
and charges and all of its reasonable expenses (including reasonable counsel fees and expenses)
as Additional Payments in accordance with the Lease; provided, however, that such fees, charges
and expenses may be more specifically determined by an agreement between the Depository, the
Company and the Purchaser.

Section 903. Qualification. The Depository must be an association or a corporation
organized and doing business under the laws of the United States of America or of any state, be
granted trust powers under such laws and be subject to supervision or examination by federal or
state banking authorities. If at any time the Depository ceases to be eligible in accordance with
the provisions of this Section 903, it will resign immediately in'the manner and with the effect
specified in Section 904.

Section 904. Resignation and Removal.

(a) No resignation or removal of the Depository and no appointment of a
successor Depository will become effective until the acceptance of appointment by the successor
Depository under Section 905. If a successor Depository does not take office within 90 days
after the retiring Depository resigns or is removed, the retiring Depository or the holder of the
Bond may petition any court of competent jurisdiction for the appointment of a successor
Depository.
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(b) The Depository may resign at any time by notice to the other Parties. If an
instrument of acceptance by a successor Depository has not been delivered to the retiring
Depository within 60 days after the giving of such notice of resignation, the retiring Depository
may petition any court of competent jurisdiction for the appointment of a successor Depository.

(c) The Depository may be removed at any time by the Company or the
Purchaser upon notice to the other Parties.

(d) The Depository will be automatically removed on the occurrence of the
Completion Date and the application of all moneys on deposit in the Acquisition Account as
provided in Section 605. No successor Depository shall thereafter be appointed and each
reference to the Depository in this Indenture and the Lease will thereafter be ineffective, except
that the Depository will continue to have the obligation to (1) retain records as provided in
Section 603 until the Maturity Date, and (2) if applicable, prepare and send a final report to the
Company as provided in Section 604.

(e) If the Depository resigns or is removed (except as provided in subsection (d)
of this Section 904), the Company will promptly appoint a successor Depository and give written
notice of such appointment to the Issuer, the Purchaser and the retiring or removed Depository.

Section 905. Successor Depository.

(a) Every successor Depository appointed under this Indenture will execute,
acknowledge and deliver to its predecessor and the other Paities an instrument accepting such
appointment, and thereupon such successor Depository, without any further act, will become
fully vested with all the rights, and subject to all the obligations, of its predecessor; but such
predecessor will, nevertheless, on the request of its successor, the Issuer, the Company or the
Purchaser execute and deliver an instrument or instruments transferring to such successor
Depository all the rights of such predecessor under this Indenture. Every predecessor will
deliver all property and moneys held by it under this Indenture to its successor. The Issuer and
the Purchaser will execute, acknowledge and deliver any instrument reasonably required by any
successor Depository to more fully and certainly vest in such Depository the rights vested in the
predecessor Depository by this Indenture.

(b) Notwithstanding any of the foregoing provisions of this Article, any Person
qualified to act as Depository under this Indenture with or into which the Person acting as
Depository may be merged or consolidated. or to which the corporate trust assets and corporate
trust business of such Person may be sold, will automatically become the successor Depository.

ARTICLE X - SUPPLEMENTS AND AMENDMENTS TO INDENTURE

This Indenture may be supplemented or amended only by one or more instruments
executed by the Issuer, the Purchaser and the Depository and consented to in writing by the
Company. The Depository will execute any such proposed supplement or amendment on the
request of the Company or the Purchaser unless the Depository determines in good faith that its
rights or obligations under this Indenture would be materially adversely affected by such
supplement or amendment. If the rights or obligations of the Depository would be materially and
adversely affected by such supplement or amendment, as determined in good faith by the

1 I BOOK 1279 PAGE 471



Depository, the Depository will have no liability for its refusal to enter into such supplement or
amendment. Notwithstanding the generality of the foregoing, if the Purchaser gives notice to the
Issuer, the Depository and the Company of the Purchaser's desire to have a trustee appointed for
the benefit of the Purchaser, the Parties will cooperate in amending this Indenture to facilitate
such appointment. Nothing herein is intended to require the Issuer to act in a fiduciary capacity.
If the Purchaser transfers the Bond to a holder other than the parent or an affiliate of the
Company or the Purchaser, and if circumstances arise which would so require, the Issuer or the
Purchaser has the right to request that a trustee be appointed by and at the expense of the
Company and the Parties will cooperate in amending this Indenture to facilitate the making of
such appointment and providing such other terms and provisions hereof as shall be reasonably
requested by the Issuer or the Purchaser in regard to such transaction.

ARTICLE XI - MISCELLANEOUS PROVISIONS

Section 1101. Notices. All notices and reports required under this Indenture shall be
deemed to be properly sent if in writing, signed by the Party or agent sending them, and (i)
delivered personally, (ii) sent by registered or certified mail, (iii) sent by a recognized overnight
express mail carrier, or (iv) sent by facsimile, if a copy is sent by one of methods (i), (ii) or (iii)
as soon as practicable thereafter, addressed to the Issuer, the Company, the Purchaser or the
Depository, as the case may be, at the following addresses, and such notices shall be effective on
the date of receipt thereof:

If to the Issuer:

with a copy to:

If to the Company:

Lea County
Lea County Courthouse
100 North Main Street
Lovington, NM 88260,
Attn.: Dennis Holmberg, County Manager
Phone: (505) 396-8601
Fax: (505) 396-2093

Modrall, Sperling, Roehl, Harris & Sisk, P.A.
500 Fourth Street N.W.
Suite 1000
Albuquerque, New Mexico 87102
Attention: Duane Brown and Peter Franklin

Louisiana Energy Services, L.P.
One Sun Plaza .
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505) 944-0198

BOOK 1279 PAGE 472 12



with a copy to:

If to the Purchaser:

If to the Depository:

Rodey Law Firm
201 Third St., Suite 2200
Albuquerque, NM 87102
Attention: Donald B. Monnheimer
Phone: (505) 766-7556
Fax: (505) 768-7395

NEF Series 2004, LLC
One Sun Plaza
100 Sun Lane NE, Suite 204
Albuquerque, NM 87109
Attention: E. James Ferland, President and CEO
Phone: (505) 944-0194
Fax: (505)944-0198 -.

Bank of Albuquerque, N.A.
201 Third St. NW, Suite 1400
Albuquerque, NM 87102
Attention: Corporate Trust Manager
Phone: (505) 222-8446
Fax: (505) 222-8453

Any Party may, by notice to each of the other Parties, designate any further or different addresses
to which subsequent notices, certificates or other communications are to be sent.

Section 1102. Remedies. Except as otherwise provided in Section 14 of the Bond
Purchase Agreement, Section 11.3 of the Lease and Section 1112 of this Indenture, no right or
remedy conferred on any Party in any of the Bond Documents is intended to be exclusive of any
other right or remedy. Each such right or remedy is in addition to every other right or remedy
provided in any of the Bond Documents or by law. No delay or omission of any Party to
exercise any such right or remedy will impair any such right or remedy or be construed to be a
waiver. Every such right or remedy may be exercised from time to time and as often as the
relevant Party may deem expedient. No waiver by any Party of any right or remedy with respect
to any Default or Event of Default will extend to or affect any other existing or subsequent
Default or Event of Default.

Section 1103. Beneficiaries. Nothing expressed or implied in any of the Bond
Documents is intended or is to be construed to confer.upon any Person other than the Parties
(and in the case of Section 6.3 of the Lease. the Indemnified Parties; and in the case of Section 6
of the Bond Purchase Agreement, the Indemnified Parties) any right, remedy or claim, legal or
equitable.

Section 1104. Severability. In the event any provisions of this Indenture or the Bond
shall be held invalid or unenforceable by any court of competent jurisdiction, such holding shall
not invalidate or render unenforceable any other provision of this Indenture or the Bond;
provided. however, that if enforcement of this Indenture or the Bond absent such invalid or
unenforceable provisions would destroy an essential purpose of the issuance of the Bond, then
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this Indenture or the Bond shall be deemed modified to the extent necessary to make it valid or
enforceable consistent with the true intent hereof.

Section 1 105. Obligations of Issuer Not Oblieations of Officials Individuallv. All
obligations of the Issuer under the Bond Documents and the Bond will be deemed to be
obligations of the Issuer to the full extent permitted by the constitution and laws of the State. No
obligation under any of the Bond Documents or the Bond will be deemed to be an obligation of
any present or future officer (including, without limitation, any member of the Board of County
Commissioners) or employee of the Issuer in his or her individual capacity, and no officer of the
Issuer who executes the Bond will be personally liable on the Bond or be subject to any personal
liability or accountability by reason of the issuance of the Bond.

Section 1106. Payments Due on Days That Are Not Business Days. If the date for any
payment called for under any of the Bond Documents or the Bond is not a Business Day, then
such payment will be made on the next'Business Day and no interest on such payment will
accrue for the period from such scheduled payment date to and including such next Business
Day.

Section 1107. Execution in Counterparts. This Indenture may be executed in multiple
counterparts, all of which taken together will constitute one instrument. Any Party may execute
this Indenture by executing any such counterpart of this Indenture.

Section 1108. Amendments. This Indenture may be amended only by one or more
instruments executed by the Issuer, the Depository and the Purchaser, and consented to in writing
by the Company. The Issuer shall amend this Indenture as requested by the Company or a lender
or other entity providing all or any part of the Project Financing (as defined in the Lease),
provided any such amendment is not inconsistent with the Bond Ordinance.

Section 1109. Applicable Law. The validity, construction and effect of each of the Bond
Documents will be governed by the law of the State applicable to agreements made and to be
performed in the State, without regard or effect given to conflict of laws rules that would require
the application of the laws of any other jurisdiction.

Section 11 10. Survival. The provisions of Sections 901 and 902 of this Indenture shall
survive payment of the Bond and the expiration or earlier termination of this Indenture.

Section 1111. Non-Merger. The provisions of this Indenture shall survive the
conveyance of the Project Property to the Issuer. the reconveyance of the Project Property to the
Company and all other performances hereunder. and shall not be deemed merged in any deed or
other instrument or document delivered hereunder.

Section 1112. Limitation of Liability of Issuer. No agreements or provisions contained
in any Bond Document or any agreement.-covenant or undertaking by the Issuer contained in any
document executed by the Issuer in connection with the Project Property or any property of the
Company financed, directly or indirectly. out of Bond proceeds or the issuance, sale and delivery
of the Bond will give rise to any pecuniary liability of the Issuer, its officers or members of its
governing body or constitute a charge against the Issuer's general credit, or obligate the Issuer
financially in any way, except with respect to the funds or property available under the Lease or
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the Indenture and pledged to the payment of the Bond, and their application as provided under
this Indenture. No failure of the Issuer to comply with any terms, covenants or agreements in
any Bond Document or in any document executed by the Issuer in connection with the Bond will
subject the Issuer, its officers and members of its governing body to any pecuniary charge or
liability except to the extent that the same can be paid or recovered from the Basic Rent.
Without limiting the requirement to perform its duties or exercise its rights and powers under the
Bond Documents upon receipt of appropriate indemnity or payment, none of the provisions of
any Bond Document will require the Issuer to expend or risk its own funds or otherwise to incur
financial liability in the performance of any of its duties or in the exercise of any of its rights or
powers under any Bond Document. Nothing in any Bond Document will preclude a proper party
in interest from seeking and obtaining, to the extent permitted by law, specific performance
against the Issuer for any failure to comply with any term, condition, covenant or agreement in
the Bond Documents, provided, that no costs, expenses or other monetary relief will be
recoverable from the Issuer except as may be payable from the funds or property available under
the Lease or the Indenture and pledged to the payment of the Bond, and their application as
provided under this Indenture.

Section 11 13. Title: Headings. The title and headings of the articles, sections and
subdivisions of this Indenture have been used for convenience only and will not modify or
restrict any of the terms or provisions of this Indenture.

Section 1114. Binding Effect. This Indenture shall inure to the benefit of and shall be
binding upon the Issuer, the Purchaser, the Depository, and their respective successors and
assigns.

Section 115. Recordine. The Lease, this Indenture and every assignment and
modification hereof, or an appropriate and sufficient memorandum thereof, shall be recorded in
the office of the County Clerk of Lea County, New Mexico. The Lease as originally executed or
an appropriate and sufficient memorandum thereof shall be so recorded before the recordation of
this Indenture. The recording of any document under this Section 115, and the filing of any
financing statement (including amendments. continuation statements and terminations)
pertaining to the Lease, this Indenture or the Bond. if deemed necessary, unless waived by the
Purchaser, shall be the responsibility of the Company. The Purchaser may record or file any
document if the Company refuses or fails to do so.

Section 11 16. No Waiver. No waiver of any breach of any covenant or agreement
contained herein shall operate as a waiver of any subsequent breach of the same covenant or
agreement, and in case of a breach by any party of any covenant. agreement or undertaking, the
non-defaulting parties may nevertheless accept from the party in breach any payment or
payments or performance hereunder without in any way waiving its right to exercise any of its
rights and remedies provided for herein or otherwise with respect to any such default or defaults
which were in existence at the time such payment or payments or performance were accepted by
it.

Section 1117. No Violation of Public Policies Regarding Indemnity. Notwithstanding
any other term or condition of this Indenture. to the extent, if at all, that Sectibn 56-7-1 NMSA
1978. as amended. is applicable to any agreement to indemnify, hold harmless, insure, or defend
another party contained herein or in any related documents, such agreement will not extend to
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liability, claims, damages, losses or expenses, including attorneys' fees, arising out of bodily
injury to persons or damage to property caused by or resulting from, in whole or in part, the
negligent act or omission of any indemnitee, its officers, employees or agents.
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IN WITNESS WHEREOF, the Parties have executed this Indenture the date set forth
above.

ISSUER:

LEA COUNTY, NEW MEXICO,
a political subdivision of the State of New Mexico
acting through its Board of County
Commissioners

By: 4/lz c

Name: Harry Teague

Its: Chairman of the Board of County
Commissioners

PURCHASER:

NEF SERIES 2004, LLC

By: _ _ _ _ _ _ _

Name: E. James Ferland

Its: President and Chief Executive Officer

DEPOSITORY:

BANK OF ALBUQUERQUE, N.A.

Byj- | oCr '/ C OnAll;,'

Narne: Helene Cobos-Chenier

Its: Vice President and Trust Officer
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State of New Mexico )
) ss.

County of, . 2 )

The foregoing instrunent was acknowledged before me on January=2, 2004, by Harry
Teague, as Chairman of the Board of County Commissioners of Lea County, New Mexico, a
political subdivision of the State of New Mexico acting through its Board of County
Commissioners.

NotaryPublic

' \ * -- My commission expires:

.... ...

State of New Mexico )
) ss.

County of s&2 ~ ZA)

The foregoing instrument was acknowledged before me on January 7, 2004, by E.
James Ferland, as President and Chief Executive Officer of NEF Series 2004, LLC, a Delaware
limited liability company.

X::J..z*l

*>; IXj)r;

...

Notary Public

My commission expires: (bai~ ZE =At

State of New Mexico

County ofu 12"rd //
) Ss.

This instrument was acknowledged before me on January (:P/, 2004, by Helene Cobos-
Chenier, as Vice President and Trust Officer of Bank of Albuquerque, N.A., a national banking
association.

t°_ .ONotary Public

-. :t tMy commission expires: OIRL,/C 4<2 dQb soo
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EXHIBIT A

THIS BOND HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED, OR UNDER ANY STATE SECURITIES LAW AND
IS TRANSFERABLE ONLY UPON COMPLIANCE WITH THE INDENTURE

AND PROVISIONS OF FEDERAL AND STATE SECURITIES LAWS
APPLICABLE TO THE TRANSFER AT THE TIME OF THE TRANSFER

No. R-I Up to $1,800,000,000

United States of America
State of New Mexico

Lea County, New Mexico
Industrial Revenue Bond

(National Enrichment Facility Project)
Series 2004

MATURITY DATE ISSUE DATE

January , 2034 January , 2004

LEA COUNTY, NEW MEXICO, a governmental subdivision of the State of New
Mexico, duly organized and existing under the constitution and laws of the State of New Mexico
(the "Issuer"), for value received, promises to pay, solely from the source described below, to
NEF Series 2004, LLC, a Delaware limited liability company (together with its successors and
assigns, and permitted transferees, the "Purchaser"), on the Maturity Date, One Billion Eight
Hundred Million Dollars (subject to prior optional or mandatory redemption as described below)
or so much of such amount as has been advanced by the Purchaser and is outstanding and
interest thereon as hereinafter provided. Amounts advanced with respect to this Bond shall bear
interest from the dates such advances are made at 5% per annum. Interest on this Bond will be
computed on the basis of a 360-day year consisting of twelve 30-day months and the obligation
to pay interest shall continue until payment in full of the principal amount thereof. Advances
made with respect to this Bond shall be subject to the terms and conditions set forth in the Bond
Purchase Agreement and the Indenture (as those instruments are identified below). Interest on
principal amounts outstanding under this Bond shall be payable on each anniversary of the Issue
Date commencing January _, 2005 until and including the Maturity Date (each an "Interest
Payment Date"). The entire principal amount of this Bond shall be payable in one payment on
the Maturity Date. Payment of the principal of and interest due on the Maturity Date will be
made upon presentation and surrender of this Bond for cancellation at the principal offices of the
Company (as defined below). This Bond is subject to prior redemption at the times and at the
redemption prices specified in the Indenture.

This Bond was duly authorized and is issued under and pursuant to the constitution and
laws of the State of New Mexico, particularly Chapter 4, Article 59 NMSA 1978, as amended
(the "Act"), and under and pursuant to Ordinance No. 58, duly adopted by the Issuer. This Bond
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has been issued by the Issuer in connection with an industrial revenue bond project pursuant to
the Act as described below.

9
The principal of, interest on and redemption price of this Bond are payable by the Issuer

solely from the proceeds of the Bond and certain revenues derived by the Issuer from the leasing
and sale of a commercial project under and pursuant to a Lease and Purchase Agreement dated
the Issue Date (the "Lease") between the Issuer and Louisiana Energy Services, L.P., a Delaware
limited partnership (the "Company"), which Lease pertains to the acquisition, construction and
installation of a facility that will enrich uranium to be used to generate electricity as a service to
the nuclear power plant industry, to be located in Lea County, New Mexico and not within the
boundaries of any incorporated municipality within Lea County (the "Project"), and which
proceeds and revenues have been pledged and assigned by the Issuer to the Purchaser under an
Indenture dated the Issue Date (together with any amendments and supplements, the "Indenture")
among the Issuer, the Purchaser and Bank- of Albuquerque, N.A. as depository (the
"Depository").

Reference is made to the Indenture, the Lease, and the Bond Purchase Agreement (as
defined in the Indenture) for the provisions, among others, with respect to the custody and
application of the proceeds of the sale of this Bond, the collection and disposition of income and
other revenues, restrictions on transfer of this Bond, a description of the revenues pledged and
assigned to the payment of the principal of, interest on and redemption price of this Bond, the
nature and extent of the security for this Bond, the terms and conditions under which this Bond is
issued and amounts to be advanced with respect to this Bond by the Purchaser, and the rights,
duties and obligations of the Issuer, the Company, the Purchaser and the Depository. By

K> accepting this Bond, the holder accepts and undertakes to perform all of the obligations of the
Purchaser.

This Bond is a special limited obligation of the Issuer payable by the Issuer solely from
funds or property available under the Lease and the Indenture that have been pledged and
assigned to the Purchaser to secure payment hereof.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE
OF NEW MEXICO OR OF ANY OF ITS POLITICAL SUBDIVISIONS, INCLUDING THE
ISSUER, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR
REDEMPTION PRICE OF THIS BOND. THE PRINCIPAL OF, INTEREST ON AND
REDEMPTION PRICE OF THIS BOND WILL NEVER CONSTITUTE A DEBT OR
INDEBTEDNESS OF THE ISSUER WITHIN THE MEANING OF ANY PROVISION OR
LIMITATION OF THE CONSTITUTION OR LAWS OF THE STATE OF NEW MEXICO.
THIS BOND WILL NEVER CONSTITUTE NOR GIVE RISE TO A PECUNIARY
LIABILITY OF THE STATE OF NEW MEXICO OR ANY OF ITS POLITICAL
SUBDIVISIONS, INCLUDING THE ISSUER. OR A CHARGE AGAINST THEIR GENERAL
CREDIT OR TAXING POWERS.

This Bond may be called for redemption. as provided in the Indenture, at the option of the
Company in whole or in part on any date selected by the Company, at a redemption price equal
to the principal amount to be redeemed plus interest accrued on such principal amount to the
redemption date.
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If a Default (as defined in the Indenture) occurs, the Bond shall be subject to mandatory
redemption if the Purchaser declares all unpaid principal of and interest on the Bond to be
immediately due and payable as provided in the Indenture. Neither the Issuer nor the Depository
has any responsibility to act on behalf of the Purchaser with respect to any Default. The Bond
also shall be subject to mandatory redemption upon notification by the Company that the NRC
License (as defined in the Lease) will not be issued in connection with the Project.

The Purchaser is authorized to endorse on Schedule A attached hereto and made a part of
this Bond, the date and amount of each advance by the Purchaser pursuant to Section 404 of the
Indenture and each principal payment on and redemption in part of this Bond and the resulting
principal amount. Failure to make any such endorsement or any error in such endorsement will
not affect the rights or obligations of the Issuer, the Company or the Purchaser.

This Bond may be transferred in whole but not in part.

All acts, conditions and things required to happen, exist and be performed precedent to
and in the issuance of this Bond and the execution of the Indenture have happened, exist and
have been performed as so required.

The validity, construction and performance of this Bond are governed by the law of New
Mexico applicable to agreements made and to be performed in New Mexico.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed by its Chairman
of the Board of County Commissioners or Vice Chairman of the Board of County
Commissioners and its seal to be affixed hereto and attested by its County Clerk or a Deputy
County Clerk.

LEA COUNTY, NEW MEXICO

By:
Its: Chairman of the Board of County

Commissioners

(S E A L)

Attest:

Its: County Clerk
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SCHEDULE A TO BOND

AMOUNT OF
PRINCIPAL RESULTING

AMOUNT OF PAYMENT OF PRINCIPAL NOTATION
DATE ADVANCE REDEMPTION AMOUNT MADE BY
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EXHIBIT B

REQUISITION AND CERTIFICATE

To: Bank of Albuquerque, N.A., as Depository

The undersigned, pursuant to the Indenture dated January 22, 2004 (the "Indenture"),
among Lea County, New Mexico (the "Issuer"), NEF Series 2004, LLC, a Delaware limited
liability company, as Purchaser, and Bank of Albuquerque, N.A., as Depository, requests on
behalf of Louisiana Energy Services, L.P., a Delaware limited partnership (the "Company"), the
disbursement of $ from the Acquisition Account (as defined the
Indenture) to pay the following costs and expenses related to acquisition, construction or
installation of the Project Property (as defined in the Indenture) or to the issuance of the Bond (as
defined in the Indenture):

General
Classification

Amount of Expenditure Pavee

$

Total: $

The undersigned certifies that:

(i) obligations in the stated amounts were incurred for Related Costs (as defined in the
Indenture) and are due and payable (or, if the Company is indicated as the payee, were duly paid
in advance by the Company) and that each item is a proper charge against the Acquisition
Account and has not been the subject of a previous withdrawal from the Acquisition Account;

(ii) to the best knowledge of the undersigned there has not been filed with or served upon
the Issuer or the Company notice of any lien, right or attachment upon, or claim affecting the
right of any such payee to receive payment of, the respective amounts stated in such requisition
which has not been released or will not be released simultaneously with the payment of such
obligation; and

(iii) with respect to any item for payment for labor or to contractors, builders or
materialmen, (i) the obligations stated have been properly incurred, (ii) to the best knowledge of
the undersigned, such work was actually performed or such materials or supplies were actually
furnished or installed in or about the Project (as defined in the Indenture) as part of the Project,
and (iii) to the best knowledge of the undersigned, either such materials or supplies are not
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subject to any lien or security interest or any such lien or security interest will be released or
discharged'upon payment of this requisition.

DATED:_

Name:
Title:
Authorized Company Representative
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EXHIBIT C

COMPLETION CERTIFICATE

The undersigned Authorized Company Representative, pursuant to Section 605 of
the Indenture dated January 22, 2004, among Lea County, New Mexico (the "Issuer"), Bank of
Albuquerque, N.A., as Depository, and NEF Series 2004, LLC, a Delaware limited liability
company, as Purchaser (the "Indenture"), states that, except for specified amounts remaining in
the Acquisition Account for any Related Costs shown below incurred by the Company but not
now due and payable, the Project is complete and all costs of labor, services, materials and
supplies in connection with the Project Property have been paid or provisions have been made
for their payment. After the transfer of remaining moneys in the Indenture, the Company will
have sole responsibility for the payment of any Related Cost in excess of the amount specified to
be retained in the Acquisition Account' Capitalized terms used in this certificate shall have the
meanings assigned thereto in the Indenture.

Related Costs Not Yet Due and Pavable

Amount For

$

$

$

STATE OF NEW MEXICO
COUNTY OF LEA

FILED

DATED:_

0
in~

'AN4 2 2 2004at _ O'clock

Page ,
Dym -Z lla

Deputy

Name:
Title:
Authorized Company Representative
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