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Securities and Exchange Commiasion,
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Dear Sirsi

¥e englose herewitna for filing on behalfl of
Zapata Off-Shore Company three executed counterparts of
Amendment No. 1 to the Reglistration Statement cu Form
S-1, Reglstration Neo, 2-12525, flled by said Company,
together with three sets of the exhibits referred to
therein, five additional coples of Amendment Ne, 1 with-
cut exhiblts, filve coples of the Prospectus included
therein, five additional coples of the exnibits referred
to therein, and five extra coples of the cross-reference
sheet,

For your convenience, we also enclose three
marked up coples of the Prospectus and of the Indenture
(Zxkibit 4(c)) to show the changes which have been made
responsive to your deficlency letter.

It is requested that the effective date of the
Registration Statement be accelerated 30 that it will be-
come effective by the ¢lose of business on Wednesday,

June 13, 1956, The consent of the agents to such accelers-
tion will be transmitted to you under separate cover,

In view of the fact that the Debentures are to
be offered to stoocknholders, with the Unsubscribed Deben-
tures, if any, being offered only through the agents named
in the Prospectus, it was not deemed appropriate to dis-
tribute coples of the Preliminary Preapectus dated May 22,
1956 or of the Identifying Statement to other dealers.
G. H, Walker & Co. and Underwood, Neuhsus & Co. Incorporated
were each furnished with such copies as they requested,
NO other underwriters or dealers have Leen invited to par-
ticipate in the distribution of the Debentures.

Yours very tmuly,

2321 {Signed) BAKER, BOTTS, ANDREWS & SHEPHERD

inclosures
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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C.

FORM S-1

REGISTRATION STATEMENT
UNDER

SECURITIES ACT OF 1933

Zapata Off-Shore Company

(Exact name of registrant as specified in charter)

First City National Bank Building

Houston 2, Texas
(Address of principal executive offices)

Copy to:
George H. W. Bush, President Baker, Botts, Andrews & Shepherd
2218 First City National Bank Bldg. 1600 Esperson Building
Houston 2, Texas Houston 2, Texas

(Name and address of agent for service)

Approximate date of proposed public offering: As soon as practicable after the Registration
Statement becomes effective.

CALCULATION OF REGISTRATION FEE

Proposed Proposed
maximum maximum
offering aggregate
Title of each class of securities Amount being price per offering Amount of
being registered* registered unit price registration fee
5%4% Subordinated Convertible
Debentures due June 1, 1971.... $2,350,000 100% $2,350,000 $235

* This Registration Statement also covers the shares of Common Stock reserved by the Company for issuance
upon conversion of Debentures. The Registration Statement also covers an undetermined amount of shares of
Common Stock which may be issued on the conversion of the Debentures by virtue of the operation of the anti-
dilution provisions summarized in the within Prospectus under the caption “Description of Debentures”. As the
Common Stock issued upon such conversion will be issued for no additional consideration, it is considered that
no registration fee is required with respect thereto.

Following the expiration of the Warrants, the Prospectus will be supplemented to set forth
the results of the offering to stockholders, and the principal amount of Debentures remaining
unsubscribed. If any offering is then to be made upon terms differing from those set forth under
“Offering of Unsubscribed Debentures” in the Prospectus, the Company will file a post-effective
amendment to the registration statement setting forth the required information in connection
with any such offering.




ZAPATA OFF-SHCRE COMPANY

CROSS REFERENCE SHEET

Data in Part I of Registration Statement Prospectus
Jtem Number and Nature of Item Page
1. Distribution Spread ... *
2. Plan of DistriDUtIOf. oot e sttt ee e ee e ssvee e 3
3. Use of Proceeds to0 RegiStrant. ..o e e eeeeeseseran 5
4, Sales Otherwise Than For Cash. ........ooeerieeereeieeeeeeee e eee e e e *
5. Capital SECUIIIES ...icoreriomrirecrrrisiieeteee e eeese et seeese st eeese et eee s e ers s es e 9
6. Summary of Earnifi@s. ... ioseesesmiessisssstssses oo seseereesseesssssassseseess e 10
7. Organization of Registrant. ...t eeseeeeeseeeseesreseseesseeeseeeoone 3
8. Parents of Registrant. ...t eesesvseeeee e 3
9. Description of BUSINESS.......coccriiviieciieeiiecreee st esstes s seess s es s etesses s s 6
10. DesCription Of PrOPEITY ... inienieimiiiriereessssseessssssersesesne s s esesessseeseseeeess s 6
11. Organization Within Five Years.......ocoueicriieeeoeoeeeeeeeeee oo sesseee oo 12
12, Pending Legal Proceedings. oo s e estesevees e esereseses s *
13. Capital Stock Being Registered......oooiimiiiireiceecs e 15
14. Long-Term Debt Being RegiStered. ........couovmiivreeeeereoeesrorsoeseseeeseoooeoeeoeeoeeoo 13
15. Other Securities Being Registered. ... *
16. Directors and Execttive OfICErS...oovmiumiririorcereeeeeceseeseeoneee oo oo 11
17. Remuneration of Directors and OfiCerS.......oueeeccrioveroosssesesssoeroes oo oeoesooss 12
18. Remuneration of Certain Other Persoms.........coocooooeeeoeieveore e *
19, VOtNG TTUSES oeviiecieemnrmsesmusmasssssese sttt eeemseeessseaes et ee s eeeees s e eee s *
20. Principal Holders of Equity Securities........cocomicoevcensroeeroriersessecesooeooooos oo 12
21. Interest of Management and Others in Certain Transactions.........ooooooov... 12

* Omitted since answer is negative or not applicable.




These securities may not

A registration statement relating to these securities has been filed with the Securities and Exchange Commission, but has
would be unlawful prior to registration or qualification under the securities laws thereof.

not yet become effective. Information contained herein is subject to completion or amendment.
be sold nor may offers to buy be accepted prior to the time the registration statement becomes effective. This prospectus

shall not constitute an offer to sell or the solicitation of an offer to buy in any State in which such offer or solicitation

Preliminary Prospectus Dated May 22, 1956

These securities have not yet been made eligible for sale under the laws of any state where action for
this purpose is necessary. The use of this document is no assurance that the registration
or qualification requirements of the laws of this State will be met.

PROSPECTUS
$..

Zapata Off-Shore Company

51469, Subordinated Convertible Debentures
due June 1, 1971

Convertible at any time into Common Stock (50 cents par value) of the Company at the
conversion price of ... per share subject to certain adjustments. Redeemable at 1009% of
principal amount, plus accrued interest. Subordinated to all Senior Indebtedness. See “Descrip-
tion of Debentures”.

Interest on the Debentures accrues from Jume ..., 1956.

The Company is offering to the holders of its outstanding Common Stock the right to
subscribe for the 514% Subordinated Convertible Debentures offered hereby at the rate of $.......
principal amount of Debentures for each one share of Common Stock held of record on June ...
1956. See “Subscription Offer”.

The subscription offer will expire at 3:00 o’clock P.M., Central Standard Time, on June ...., 1956.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Underwriting Proceeds
Subscription Discounts and to
Price Commissions(1) Company
POt T i itimmsr s smesssassontsassessssassomss 100% $ (2) $ (2)
Fotal oo asvsnse], B $10,000(3) $ €))

(1) The Company has agreed to indemnify the Agent named herein against certain liabilities.

(2) There is no per share discount or commission. However, the Company has agreed to pay certain compen-
sation to securities dealers for their services in obtaining subscriptions, on the basis and terms described
under “Subscription Offer”, the aggregate of which, if all Debentures offered are subscribed for by stock-
holders through such dealers, would be $..............

(3) To be paid to the Agent named herein under “Offering of Unsubscribed Debentures”, which is in addition
%) !t)he compensation of such Agent, as described therein, in connection with certain sales of Unsubscribed
ebentures.

(4) Assuming all Debentures will be subscribed.

June .., 1956
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No dealer, salesman or any other person has been authorized by the Company or by the Agent
named herein to give any information or to make any representations other than as contained in
this Prospectus in connection with any offer contained in this Prospectus, and if given or made,
such information or representations must not be relied upon. This Prospectus is not an offer by
the Company or by the Agent or any dealer to sell any of the securities offered hereby in any
State or to any person to whom it is unlawful for the Company or for such Agent or dealer to
make such offer in such State.




THE COMPANY AND ITS PARENT

Zapata Off-Shore Company (herein called the Company) was incorporated under Delaware
law on October 25, 1954. It has no subsidiaries. Its principal executive office is at 2218 First City
National Bank Building, Houston 2, Texas.

The Company is controlled by Zapata Petroleum Corporation, a Delaware corporation (herein
sometimes called Petroleum), which owns 369,000 shares (approximately 48%) of the 760,000
outstanding shares of Common Stock of the Company. The Company has seven directors. J. Hugh
Liedtke, President and a director of Petroleum, is a director and Treasurer of the Company, and
George H. W. Bush, Vice President, Secretary and Treasurer and a director of Petroleum, is the
President and a director of the Company. Petroleum is principally engaged in developing and
operating oil and gas properties and exploring for oil'and gas, and, through its subsidiary, Zapata
Drilling Company, in contract drilling on land for others and for its own account. Its principal
office is in Midland, Texas.

SUBSCRIPTION OFFER

The Company hereby offers to the holders of its outstanding Common Stock the privilege of
subscribing, at the subscription price set forth on the cover of this Prospectus, for the 514%
Subordinated Convertible Debentures offered hereby (*Debentures”), on the basis of the right to
subscribe for $.................... principal amount of Debentures for each share of Common Stock held
of record on June ..., 1956.

Expiration Date

The subscription privilege will expire and become void at 3:00 o’clock P.M., Central Standard
Time, on June ..., 1956. .

Subscription Agents

In Houston, Texas: In New York, N. Y.:
Texas National Bank of Houston, J. P. Morgan & Co., Incorporated
1300 Main Street, 23 Wall Street,
Houston 2, Texas New York 8 N. Y.

Subscription Warrants

The subscription privilege is evidenced by non-transferable Subscription Warrants which are
being mailed to holders of the Common Stock of the Company entitled thereto. Each Warrant
will specify the total number of shares of Common Stock held of record on the record date specified
above to which such Warrant pertains, from which each stockholder may determine the maximum
principal amount of Debentures to which he may subscribe. Subscriptions will be accepted only
for $25 principal amount of Debentures or multiples thereof, and not for fractional parts of $25.
However, if the principal amount of Debentures to which a stockholder is entitled to subscribe
on the basis set out above is not an even multiple of $25, such principal amount to which such
stockholder shall be entitled to subscribe may be increased to the next even multiple of $25, or,
if it is less than $25, may be exercised for a $25 Debenture. Thé Debentures. will be issued in
coupon form in the denominations of $25, $100, $500, and $1000 (and any multiple thereof
approved by the Company).




Method of Exercising the Subscription Privilege

The subscription privilege may be exercised by mailing or delivering the Warrants to either
of the Subscription Agents named above, appropriately filled out and executed, accompanied by
payment of the total Subsecription Price for the principal amount of Debentures subscribed for
(not to exceed the maximum subscription permitted, determined as set out above), i1 cash or by
check or bank draft or postal or express money order, payable to the order of the Company. All
Warrants must be exercised before 3:00 o’clock P.M. (C.S.T.) on the Expiration Date.

Delivery of Debentures

Debentures will be delivered in definitive form as soon as practicable after close of the
subscription period.

Federal Income Tax Effects

The Company has been advised by its counsel that under present Federal laws and regulations
(a) no taxable income will be received by the holders of Cotnmon Stock upon receipt of the
Warrants or the exercise thereof; and (b) the holding period with respect to the Debentures
acquired pursuant to the exercise of the Warrants will begin as of the date of the exercise of such
Warrants.

Arrangements with Zapata Petroleum Corporation

Petroleum, as the holder of 369,000 shares of Common Stock, will be entitled to subscribe
to Fon principal amount of Debentures. Petroleum has arranged with the Company for
the issuance to it of one Warrant entitling it to subscribe to $........ccocoo...... principal amount of
Debentures, and for the issuance to Petroleum’s stockholders, ratably, of additional Warrants
as to the remainder of such subscription privilege. Petroleum has advised the Company that it
intends to exercise its subscription privilege to the full amount of $..ccooo.roo.. of Debentures
covered by the Warrant to be issued to it.

Compensation to Certain Dealers

The Company proposes to compensate securities dealers who are members of the National
Association of Securities Dealers, Inc., for their services in obtaining subscriptions. Such compen-
sation will be paid at the rate of ¥4 of 19 of the principal amount of Debentures issued and sold
by the Company pursuant to subscriptions by stockholders obtained for the Company by such
securities dealers, but will be paid only where the name of the dealer appears on the warrants
in the place provided for that purpose.

OFFERING OF UNSUBSCRIBED DEBENTURES

The Company has entered into an agreement with G. H. Walker & Co., One Wall Street,
New York 5, New York (the “Agent”), under which the Agent has agreed to use its best efforts
for a period terminating two weeks after the expiration of the subscription offer, as agent for
the Company and for its account, to sell any unsubscribed Debentures which were offered to
stockholders and not subscribed for. The Agent proposes to offer such Debentures at 100%
of the principal amount thereof.




The Agency Agreement provides that the obligations of the Agent are subject to the conditions
that no stop order suspending the effectiveness of the Registration Statement is in effect and
no proceedings for such purpose are pending before or threatened by the Securities and Exchange
Commission, and that there has been no material adverse change (not in the ordinary course of
business) in the condition of the Company from that set forth in the Registration Statement.

The Company will pay G. . Walker & Co. $10,000 in respect of said agreement, and will pay
such Agent additional compensation at the rate of 2% of the principal amount of unsubscribed
Debentures sold by such agent to persons other than stockholders of the Company and Zapata
Petroleum Corporation. Under the terms of the Agency Agreement the Company reserves the
right to permit other securities dealers who are members of the National Association of Securities
Dealers, Inc. to participate in such offering of unsubscribed Debentures, upon payment of a 2%
commission to such dealers on the same terms as provided in the case of G. H. Walker & Co.

G. H. Walker, Jr., the managing partner of G. H. Walker & Co., is a director of Zapata
Petroleum Corporation.

USE OF PRGCEEDS

If all of the Debentures offered hereby are sold, the Company will realize net proceeds of
approximately $.................., after deducting expenses estimated at $..................... Such net proceeds
will be added to the general funds of the Company and will be available for its general corporate
purposes. ‘

As set out under “Business and Property” herein, the Company’s two units of offshore drilling
equipment are under contract for primary terms which will not expire until March, 1957, and are
then subject to certain extension options on the part of the operator. The management of the
Company believes it desirable to acquire a third unit under terms which would make it unnecessary,
from a financing standpoint, to place such unit under long-term contract, so that this unit would
be available for specific drilling projects and for any favorable opportunities which might arise
whereby the Company, through the employment of this equipment, could participate in offshore
drilling ventures for its own account or partially for its own account. )

The cost of such a third unit is presently estimated at approximately $3,000,000 (see “Addi-
tional Drilling Equipment” under “Business and Property”), but such estimate is tentative
and the actual cost of such unit could be materially more or less, dependent upon many factors,
such as the design and manufacturer selected, changes in the cost of labor and material, and
other circumstances. Based on such tentative estimate, however, it is contemplated that approxi-
mately $1,300,000 of such cost would be paid out of the net proceeds of the sale of the Debentures,
and that the remainder of such cost would be obtained through bank loans or other debt financing
(as to which at this time no arrangements have been made). The balance of the net proceeds
of the sale of the Debentures would be added to working capital, thus placing the Company
in a better position to undertake drilling ventures of the type contemplated for such third unit.

The Company has no assurance that all of the Debentures offered hereby will be sold. Should
the amount sold be materially less than that offered hereby, the plans to acquire additional
drilling equipment could be modified or abandoned. In such event, the 'Company would likely
retire some portion of its indebtedness to suppliers of existing equipment out of such proceeds,
and add the balance of such proceeds to working capital. The Company anticipates, however,
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that, barring unforeseen contingencies, the substantial increase in cash flow resulting from placing
the Scorpion in service in late March (little of which, therefore, is reflected in the Summary of
Earnings and the Financial Statements included herein) will tend to improve the working capital
position of the Company, and that any such retirements of existing indebtedness out of the
proceeds of the sale of the Debentures would be relatively insubstantial.

BUSINESS AND PROPERTY

The Company was organized in the latter part of 1954 for the purpose of engaging in the
business of drilling oil and gas wells, primarily in the area subject to the jurisdiction of the United
States and the several states lying offshore and extending generally out towards the limits of the
continental shelf. This area is sometimes referred to herein as the “offshore area”. It was believed
that there would be substantial drilling activities in the offshore area and a consequent demand
for suitable drilling equipment and personnel. It was also thought that the ownership and opera-
tion of such drilling equipment might enable the Company to acquire interests in offshore
acreage suitable for oil and gas development. At the present time there is a satisfactory demand
for drilling equipment for use in drilling exploratory and development wells in this area.

The Company’s business at the present time consists of the ownership and operation of two
separate units of offshore drilling equipment, one being a self-contained mobile drilling platform
on which there is installed the drilling rig and all other equipment, and the other being a drilling
tender for use in connection with a fixed drilling platform supplied by the operator on which there
is placed the drilling rig. Both units are at work in the offshore area in the Gulf of Mexico under
contracts with major oil companies, as hereinafter described.

Drilling Platform Scorpion

In the latter part of 1954 the Company contracted wth R. G. LeTourneau, Inc. (“LeTour-
neau”) for the construction by LeTourneau of a mobile drilling platform of a design developed
by LeTournean, which platform, on satisfactory completion, would be purchased by the Company.
The platform was satisfactorily completed and purchased by the Company, and on March 20, 1956
was commissioned as the “Scorpion” and placed in service,

The Scorpion is a self-contained mobile drilling platform on which there is installed a drilling
rig and all necessary drilling equipment, crew quarters and storage facilities for drilling mud,
water and fuel. Itis basically a large, shallow-draft barge equipped with three electro-mechanically
controlled spuds or legs. It is equipped with generators and electric motor gear reduction to
provide the power to raise and lower the spuds. Its over-all dimensions (including spud levels)
are approximately 185 feet in length, 149 feet in width and 20 feet in depth. The drilling platform
itself is 140 feet long, 80 feet wide and 20 feet deep. The spuds are each 30 feet six inches in
diameter by 140 feet in length and the caisson at the bottom of each spud is 35 feet in diameter.
The slot which is provided for moving off of a completed well is 24 feet by 28 feet four inches.
The multiple electric motor gear units are designed to raise or lower a gross load of eight million
pounds, including the barge, at a rate of approximately two feet per minute.

The Scorpion is towed to the drilling site, where the spuds are lowered to the ocean bottom
and the platform is elevated on the spuds to the desired height above the waves. Upon completion
of a well the operation is reversed, and the platform is lowered and then towed to the next drilling
site. Spring-loaded metallic brakes, magnetically controlled, provide control over drilling plat-
form elevation. The Scorpion is capable of drilling in waters up to 80 feet in depth (taking into
account normal penetration of the spuds into the ocean floor and elevation of the platform to
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customary operating heights above the waves). The spuds are so located as to give the plat-
form a level three point support and are designed so that they may be raised or lowered individually
in order to provide accurate trimming when the ocean floor level varies.

At the date hereof, the Scorpion is engaged in drilling operations for Standard Oil Company
of Texas, pursuant to the contract hereinafter described at a location approximately 3 miles
offshore from Padre Island, Texas.

Drilling Tender Nola I

In March, 1955, the Company acquired from Standard Oil Company of Texas the drilling
tender “Nola I”, formerly a U. 5. Navy YF, The Company then had the Nola I extensively
remodeled and re-equipped so as to be suitable for use in offshore drilling operations. The
Nola I was placed in operation on September 30, 1955 and has been continuously engaged since
that date in drilling operations for Standard Oil Company of Texas and for Continental Qil Com-
pany. At the date hereof it is engaged in drilling operations for Continental Qil Company at a
location approximately 10 miles offshore from Vermilion Parish, Louisiana.

The Nola I is 260 [eet in length by 48 feet on the beam, and provides storage for pipe, drilling
mud, cement, water and -fuel, as well as the location for certain of the drilling equipment. It
contains the crew quarters and commissary. It is used in conjunction with a fixed platform
furnished by the operator on which there is placed the drilling rig and most of the drilling equip-
ment. The drilling rig and related equipment are held by the Company under a lease-purchase
arrangement with the supplier. See Note 5 to Financial Statements herein,

Auxiliary Services and Equipment

The Company charters cargo and personnel boats for use in conjunction with both the
Scorpion and the Nola I, such boats providing transportation for cargo and personnel from shore
to the drilling location and return. Catering services for the Company’s persomnel are also
obtained from an independent contractor, and towing services are provided by independent tug
operators. Certain other specialized services, such as weather forecasting, are furnished by

specialized service organizations, and certain specialized equipment is supplied by others on a
rental basis.

Drilling Contracts

The contract under which the Scorpion is presently operating is for a primary term of one
year expiring in March, 1957, subject to the option of the operator, Standard Qil Company of
Texas, to extend the same for two additional nine-month periods, or a total of 18 months. The
operator also has the right during a further ten-year period to the first call on the services of the
Scorpion, subject, however, to the rights of third parties under drilling contracts which the
Company may have at any such time with such third parties, and subject, also, to payment of
rates prevailing at the time for similar work and equipment. Under the terms of such contract
the Company warrants that its mobile platform will operate efficiently in certain offshore areas
where the operator has leases, and, if the Scorpion does not operate efficiently in such areas, the
operator may terminate the agreement without further liability.

The Company initially entered into a drilling contract with Standard Oil Company of Texas
covering the Nola I and related equipment for an initial term of 18 months expiring in March,
1957, but subject to substantially the same extension and first call rights as are provided in the
contract relating to the Scorpion. However, in March, 1956, an arrangement was entered into
between the Company, Standard Oil Company of Texas and Continental Ojl Company under
which the Company is presently conducting drilling operations for Continental Oil Company
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under the terms of a drilling contract with that Company. Under this arrangement, the period
covered by the contract with Continental Oil Company will be considered, for purposes of the
term of the original drilling contract with Standard Oil Company of Texas, as time worked under
such original contract.

All such contracts provide for a basic daily drilling rate and for lower rates during periods
when actual drilling operations are not in progress for reasons other than failure of the Company’s
equipment. The Company is not compensated if drilling operations are suspended due to break-
down of the Company’s equipment (except where such breakdown is the result of certain conditions
beyond its control). If drilling operations are prevented for certain specified periods of time by
conditions beyond the control of €ither party, as set out in the contracts, either party thereto
may terminate the same without further liability. Under all of the contracts the Company is
reimbursed for certain of the drilling expenses.

Additional Drilling Equipment

Under the terms of the contract between the Company and R. G. LeTournean, Inc., under
which the Company purchased the Scorpion, the Company has an option to acquire any additional
platforms of the same or similar design which may be constructed by LeTourneau during the
period of two years and six months following the date of acceptance of the Scorpion at the bona
fide price at which such platform or platforms would be offered to other parties.

LeTourneau has discussed with the Company the construction of another platform of similar
design to the Scorpion. The design and engineering studies for such a platform are not complete,
but it is estimated that its cost (together with the drilling rig and related equipment) would be
approximately $3,000,000. The Company is now considering the advisability of contracting for
the purchase of such platform, or, in the alternative, of contracting for the purchase of other ofi-
shore drilling equipment. The management of the Company believes it advantageous to the
Company to acquire a third unit for offshore drilling operations as soon as reasonably practicable,
but, for the reasons mentioned above, it is not possible at this date to specify whether such addi-
tional unit will be of the LeTourneau design or of some other design. In either event, it is antici-
pated that the cost of such additional unit, including related drilling equipment, will not exceed
approximately $3,000,000, but such estimate is, for the reasons mentioned above, tentative only
and could be materially increased or reduced.

Operational Hazards and Insurance

The Company’s business is subject to the usual hazards of drilling oil and gas wells, such
as the dangers of blowouts, cratering and fires, any of which could suspend driiling operations
and seriously damage or destroy the Company’s equipment. In addition, its business is subject
to the hazards arising from marine operations, such as collision, capsizing, grounding or damage
from heavy weather, hurricanes or other storms. Operations in getting on and off location in
particular require careful handling to avoid serious damage or injury. The management of the
Company, however, believes it is taking all reasonable precautions to minimize such risks.

The Company makes no attempt to predict the effect on its business and operations of such
factors as technical obsolescense of its equipment, proration regulations limiting the amount of
oil and gas which may be withdrawn from offshore wells, or changes in international, political
or economic conditions.

The Company maintains broad insurance coverage as to its operations and property. This
includes insurance against liability under Workmen’s Compensation laws and other statutory
liability to employees, and general and marine public liability insurance. The Scorpion and the
Nola I, and related equipment, are also instred against marine and other perils, including loss
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due to capsizing, collision, fire, lightning, hurricane, windstorm, action of waves, well cratering,
blowout and explosion, but not including losses due to faulty design, war and delay. The policy
limits on the Scorpion and its equipment are $3,000,000 and on the Nola I and its equipment
are $1,500,000. The Company also carries coverage on the Scorpion against loss of use after 30
days with a limit of $4000 per day, but carries no such insurance on the Nola 1.

Patents

Under the terms of the contract between the Company and LeTourneau referred to above
by which the Company acquired the Scorpion, L.eTourneau agreed to defend all claims and suits
and to indemnify and save the Company harmless from loss or expense growing out of any
lawsuit with respect to any infringements or alleged infringement of any United States patent
in respect to the construction of the Scorpion.

Competition

The Company’s business is subject to competition from the several types of equipment used
in offshore drilling. The principal types of offshore drilling equipment presently in use are fixed,
self-contained drilling platforms, smaller fixed platforms attended by seagoing vessels such as
the Nola I, and mobile equipment such as the Scorpion. Competition between the various types
of offshore drilling equipment is affected by different factors, such as the nature of the well
being drilled (exploratory or proven), the depth of the water, the distance from shore and the
type of bottom. The technology in this field is still relatively new, and competition may be
_increased by technical improvements or by the development of new types of equipment. There
are indications, also, that an increasing number of mobile drilling platforms are being constructed
or projected for immediate construction, and it is likely that competition in this type of equipment
will be greater than in the past. If exploration activities in the Gulf of Mexico continue at the
present accelerated pace, these competitive conditions will be intensified.

Employees

At May 1, 1956, 109 persons were employed by the Company. The Company has experienced
no difficulty in hiring employees having the experience required to conduct its operations, and
considers its employee relations to be satisfactory. Due to the nature of the Company's operations,
its wage rates are generaily higher than those paid by companies engaged in comparable operations
on land.

CAPITAL STRUCTURE

The capital securities of the Company which were authorized and outstanding at March 31,
1956, and as adjusted to give effect to the sale of the Debenture offered hereby, is as follows:

Amount to be

Outstanding
if All
Amount Amount Securities
Authorized Outstanding Being
or to be as of Registered
Title of Class Authorized March 31, 1956 Are Sold
5% and 6% long-term mortgage notes payable
(including $747,039 due within one year) ........ $2,079,602 $2,079,602 $2,079,602
5% and 6% short-term notes payable.......o.oo.ee. 92,826 92,826 92,826
514% Subordinated Convertible Debentures due
June 1, 197172,128,000 —_ 2,128,000
Obligation under lease of drilling rig* .................... 75,000 75,000 75,000
Common stock, par value 50¢ per share ............... 1,500,000 shs.*** 757,500 shs.*¥* 757 500 shs.**

* See Note 5 to financial statements for details of the lease of the drilling rig.
** Does not include 2,500 shares held in the Treasury and reserved for issuance as explained in Note 6 to the
financial statements.
#% On May 15, 1956, the stockholders of the Company voted to increase its authorized capital stock from 760,000

to 1,500,000 shares. .......... shares of such stock are reserved for conversion of the 5149% Subordinated
Convertible Debentures.
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SUMMARY OF EARNINGS

A summary of earnings for the periods from October 25, 1954 (date of incorporation), through
March 31, 1956, is presented in the tabulation below. The information set forth below under this
caption has heen examined. by Arthur Andersen & Co., independent public accountants, as set
forth in their certificate dated May 15, 1956, appearing elsewhere in this Prospectus. This sum-
mary of earnings should be read in conjunction with the financial statements and related notes

included eisewhere in the Prospectus.

Contract Drilling Income (the mobile offshore drilling platform had
been in operation ten days at March 31, 1956; the drilling tender
began operations October 1, 1955} .o, IRRURRNUR

Costs and Expenses (Notes 7 and 8):

Drilling operations .......cceene. Seereie e raesr e e oo cagese s are e ne e n e e aen
General and administrative ....ccovieeviveiciiiieeennns eereerevrre et et e tans
Ny =) AUV

Net income (loss) before provision for Federal income
TAKES 1vevereimeemrer e e rce e s s e e e b eme s s res et e emr e e en

Provision for Federal Income Taxes (by reason of the carry-forward
of the operating loss for the period October 25, 1954, through Sep-
tember 30, 1955, taxes of $9,643 otherwise payable for the six
months ended March 31, 1956, have been eliminated) .....ooocvvivvivoininnee

Net income {loss) .............. etttk b e rn e ba e eraanas

NOTE: Net income for the six months ended March 31, 1956, after
Federal income taxes computed without benefit of the carry-forward
of the operating loss for the period October 25, 1954, through Sep-
tember 30, 1955, and the operating loss for such earlier period after

deducting the tax reduction resulting therefrom in the six months

ended March 31, 1956, amotunt 0 .........ccoovorevv v re e r e neas

Si
October 25, Mofths
1954, Through Ended
September March
30,1955 31, 1956
$ — $844,628
$ — $716,394
97,835 06,773
— 32,334
$ 97,833 $815,506
$(97,835) $ 29,122
$(97,835) $ 29,122
$(88,192) $ 19,479

The total interest requirements on all long-term debt of the Company for the twelve months’
period commencing April 1, 1956, after giving: effect to note maturities, are $211,334, which includes

$107,708 applicable to the total amount of debentures being registered.
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MANAGEMENT

The directors and executive officers of the Company are:

Name Address Position
George H. W. Bush First City National Bank President and Director
Building,
Houston, Texas
Wayne H. Dean First City National Bank Vice President and Director
Building,
Houston, Texas
J. Hugh Liedtke Midland, Texas Treasurer and Director
Hoyt S. Taylor First City National Bank Secretary and Director
Building,
Houston, Texas
Sam G. Winstead Republic National Bank Director
Building,
Dallas, Texas
Milton R. Underwood Houston Club Building, Director
Houston, Texas
Robert U, Parish Bank of the Southwest Director and
Building, Assistant Secretary

Houston, Texas

George H. W. Bush has been President of the Company since its inception. He is also
Vice President, Secretary and Treasurer of Zapata Petroleum Corporation and Vice President of
Zapata Drilling Company. '

Wayne H. Dean, prior to his employment by the Company in November, 1954, was employed
by Kerr-McGee Oil Industries, Inc, as manager of Drilling (domestic and foreign) in the
Oklahoma City home office, and, prior to that, as manager of Gulf Coast operations with offices
in Morgan City, Louisiana. In each of such capacities, he was in charge generally of offshore
operations for Kerr-MecGee Qil Industries, Inc.

J. Hugh Liedtke has been President of Zapata Petroleum Corporation since its organization
in April, 1953. He is Vice President of Zapata Drilling Company and President of Zavala Oil
Company (a wholly owned subsidiary of Zapata Petroleum Corporation). Prior to April 1, 1953,
Mr, Liedtke was an independent oil operator,

Hoyt S. Taylor, prior to his employment by the Company in November, 1954, was chief
drilling engineer for the Gulf Coast division of Kerr-McGee Oil Industries, Inc,, in which
position he took part in offshore drilling operations for that organization. He was chief coordi-
nator during construction of the Scorpion and, in such capacity, worked directly with the staff
of LeTourneau at Longview, Texas and at Vicksburg, Mississippi where such work took place,
He is a graduate of the University of Kansas with a BS degree in mechanical engineering.

In May, 1955 the Company granted to Hoyt S. Taylor, Secretary of the Company, an option
to purchase 2500 shares of the Company’s Common Stock, exercisable in installments over the
five-year period commencing with the granting of the option. The option rights terminate upon
any termination of employment and are not assignable except by will or intestate snccession. The
option price is $5 per share, being 95% of the closing asked price of such stock on the over-the-
counter market on the date of its grant. In the opinion of counsel for the Company this option
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qualifies as a restricted stock option under the Internal Revenue Code of 1954. See Note 6 to
Financial Statements herein.

During the fiscal period ending September 30, 1955 the Company paid aggregate remuneration
to all officers and directors as a group of $19,200. It is estimated that such aggregate remuneration
during the present fiscal year will be approximately $38,300.

The following tabulation sets forth as of May 1, 1956, the number of shares of Common
Stock owned beneficially and of record by Zapata Petroleum Corporation and by the executive
officers and directors of the Company as a group.

Shares Percent

Owned of Class
Zapata Petroleum Corporation ..o 369,000 48%
Officers and DIreCtors .....oocoooivnnioeeese e eeoeeseeresessesresseses oo, %

ORGANIZATION OF THE COMPANY AND RELATED TRANSACTIONS

The Company was organized by Zapata Petroleum Corporation and Wayne H. Dean, who
is employed by the Company as its Vice President in charge of operations (see “Management”
as to the business experience of Mr. Dean). Petroleum paid into the Company in cash the sum
of $271,000 in consideration of the issue to it of 369,000 shares of the Company’s Common Stock.
Mr. Dean, by means of an advance to him by Petroleum, paid into the Company the sum of
$19,000 in cash as the consideration for the issue to him of 38,000 shares of the Company’s
Common Stock.

Mr. Dean was employed by the Company as its Vice President pursuant to the terms of an
employment contract under which he is to receive a salary of $20,000 per year for the five-year
period commencing November 5, 1954, See Note 4 to the Financial Statements herein,

It is not contemplated that either Petroleum or its 80%-owned subsidiary, Zapata Drilling
Company, will engage in the offshore drilling business, but it is possible that Petroleum may
in the future acquire leases or interests in leases in the offshore area. The Company has been
advised by Petroleum, however, that it has no present intention of so doing.

Under the terms of the purchase contract for the Scorpion, Zapata Petroleum Corporation
guaranteed to R. G. LeTourneau, Inc. the performance by the Company of all its obligations
under the LeTourneau contract until the balance remaining unpaid on the full purchase price
for the Scorpion has been reduced to $450,000, at which time Petroleitm will be released from all
further liability under that contract. See Note 1 to Financial Statements hereir.

The Company and Petroleum entered into a purchase option contract in August, 1955 under
which Petroleum was granted for a period ending in September, 1957, a first refusal as to any
sale of the Nola T, and a purchase option at whichever is greater at the time of (a) $500,000 or
(b) the principal amount of certain indebtedness against the Nola I plus $30,000. The purchase
option rights, however, may be nullified by the Company- by releasing Petroleum from its
obligations under the contract, which consist of an option on the part of the Company, during
the same period and at any time when the Company may be in default under its bank loan obtained
to finance the acquisition of such vessel, to require Petroleum to purchase the Nola I at $305,000
(if the Standard Oil Company of Texas drilling contract is then in effect) or at the then principal
amount of such bank loan if such drilling contract is not in effect. The Company assigned its
rights under such contract as collateral security for such bank loan.
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DESCRIPTION OF DEBENTURES
General

The Debentures are to be issued under an Indenture with Texas National Bank of Houston,
as Trustee, herein referred to as the “Indenture”. The statements herein concerning the Deben-
tures and the Indenture are merely an outline and do not purport to be complete. They make
use of terms as defined in the Indenture and are qualified in their entirety by express reference
to the cited Sections and Articles.

The Debentures will not be secured. There are no provisions in the Indenture requiring the
maintenance of any ratio of assets, restricting the declaration of dividends or the application of the
proceeds of the sale of the Debentures, prohibiting the securing of other securities without secur-
ing the Debentures, or requiring the creation of reserves for depreciation or maintenance. The
Debentures will confer no voting rights on the holders thereof. The Indenture contains no
amortization or sinking fund provisions.

Date, Interest and Payment

The Debentures will be dated June ..., 1956, will mature June 1, 1971, and will bear interest
at the rate of 5}4% per annum, payable on June 1 and December 1. Principal and interest are
payable in Houston, Texas, and in New York City.

Redemption Provisions

The Debentures will be redeemable, in whole or in part, on 30 days’ notice at 100% of their

principal amount plus unpaid interest accrued to the redemption date (See Indenture, Sections
3.01 and 3.02).

Terms of Conversion

The Debentures shall be convertible into shares of Common Stock of the Company at the
option of the holders thereof at any time prior to maturity at the conversion price of ... per
share. The Debentures called for redemption shall be convertible into shares of Common Stock
at the then applicable conversion price at any time after notice of redemption and before 3:00
o’clock in the afternoon Central Standard Time on the fifth day prior to the redemption date
{Section 4.01).

The number of shares issuable upon conversion will be quotient determined by dividing
the principal amount of Debentures presented for conversion by the conversion price at the time
in effect, disregarding fractions. In lieu of issuing fractional shares or scrip, the Company will
pay an adjustment in cash. Upon receipt by the Company of any Debentures surrendered and
accepted for conversion, the owners of such Debentures shall be deemed to have become
stockholders of record as of that date (Sections 4.01 and 4.02).

In case the Company shall issue any shares of Common Stock (other than Common Stock
reserved for issue upon conversion of the Debentures) in addition to the number of shares of
Common Stock of the Company which will be outstanding on June vy 1956, either as a dividend
or otherwise, without consideration, or for a consideration per share less than $.......... , then and
thereafter successively upon each such issuance, the conversion prices will be reduced in accordance
with the formula set forth in the Indenture, but the Company will not be required to make any
such adjustment if the amount thereof will be less than 50 cents, but, in such event, the amount
of adjustment which would otherwise be required to be made will be carried forward and be
made at the time of and together with the next subsequent adjustment, which, together with any
adjustment or adjustments carried forward, would amount to not less than 50 cents (Section 4.03).
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If the Company, by split-up, combination or otherwise, changes as a whole the outstanding
number of its shares of Common Stock into a different number of shares, the number of shares
issuable on conversion and the conversion prices will be correspondingly adjusted (Section 4.03).

In case of any reclassification of shares, or consolidation or merger of the Company with
or into another corporation, the number of shares issuable on conversion and the conversion
prices will be adjusted in accordance with the kind and amount of shares of stock or assets
receivable upon such reclassification of shares, consolidation or merger by a holder of the number
of shares of Common Stock into which such Debentures might have been converted immediately
prior to the reclassification of shares, consolidation or merger (Section 4.05).

Upon conversion of the Debentures into shares of Common Stock no allowance or adjust-
ment shall be made either for accrued interest upon the Debentures or accrued dividend rights
upon the shares of Common Stock issuable upon such conversion (Section 4.04).

Certificates for shares of Common Stock issued upon conversion of Debentures shall be issued
without charge or for any tax with respect to the issuance thereof to the converting Debenture
holders except that such holders will be required to pay any tax which may be payable in respect
of any transfer to others involved in the issuance and delivery of certificates (Section 4.07).

Whenever the conversion price and the payment thereof should be adjusted as set forth in
Section 4.03 of the Indenture, the Company shall file with the Trustee a statement signed by
its President or one of its Vice Presidents specifying the adjusted conversion price and its basis
and method of caleulation (Section 4.08),

Subordination

The Debentures are to be subordinated in right of payment to the prior payment in full of all
Senior Indebtedness, being, generally, all other indebtedness of the Company now outstanding or
hereafter incurred, including contingent obligations. Upon any dissolution, winding up, liquida-
tion or reorganization of the Company, the holders of all Senior Indebtedness shall be entitled to
receive payment in full before the holders of the Debentures are entitled to receive any payments.
Notwithstanding the subordination provisions, the Company may, at any time, except during
the pendency of any such dissolution or winding up, make payments on the Debentures, and the

Trustee may at any time apply moneys deposited with it to payments on the Debentures. (Sections
1.01, 2,08, 2.09 and 2.10.)

Modification

The rights of the Debenture holders may be modified with the consent of 6624 % of the Deben-
tures. In general, no modification of the terms of payment of principal or interest or of the con-
version rights, and no modification reducing the percentage required for modification, is effective
against any Debenture holder without his consent. (Section 13.02.)

The Trustee

Texas National Bank of Houston is a depositary of the Company’s funds, and a creditor of the
Company in connection with certain bank loans. The Trustee is permitted to engage in other
transactions except that if it acquires any conflicting interest it must eliminate it or resign. It

is required in certain cases to share the benefit of payments received within four months of
default. (Sections 10.06, 10.10 and 10.11.)

Defaults and Action by Trustee

. An event o.f default is defined as being: default in payment of principal; default for 30 days
in payment of 1ntere§t; certain events in bankruptcy, insolvency or reorganization; and defanlt
for 60 days after notice in other covenants (Section 6.01). The Trustee may withhold notice of
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default (except in payment of principal or interest) if it thinks it in the interest of the Debenture
holders (Section 9.05).

Upon the occurrence of a default, the Trustee or holders of 25% of the Debentures may
accelerate the maturity of the Debentures, but holders of a majority of the Debentures may, in
any such case, annul such declaration and destroy its effect if such default has been cured (See
Section 6.01).

Holders of a majority in principal amount of the Debentures have the right to direct the
time, method and place of conducting all proceedings for any remedy available to the Trustee
(Section 6.02).

No holder may institute any suit, action or proceeding for the execution of any trust under
the Indenture, or for the appointment of a receiver or any other remedy under the Indenture,
unless such holder shall have given the Trustee written notice of default, nor unless the holders
of 25% of the Debentures have requested the Trustee in writing to act and have offered the
Trustee reasonable opportunity to act, and the Trustee shall have declined or failed to act. The
foregoing is not to impair the right of a Debenture holder to enforce payment of the principal
of and interest on his Debentures on the respective due dates (Section 6.07).

Satisfaction and Discharge of Indenture

The Identure may be discharged upon payment or redemption of all the Debentures or upon
deposit with the Trustee of funds sufficient for payment or redemption (Article Twelve).

Evidence of Compliance with Provisions of the Indenture

Every request by the Company for action by the Trustee must be accompanied by a certificate
and an opinion of counsel as to compliance with conditions precedent provided for in the Indenture
(Section 14.03).

DESCRIPTION OF COMMON STOCK

The Common Stock is entitled to dividends as and when declared by the Board of Directors;
is vested with all voting rights, each share being entitled to one vote; is entitled upon liquidation
to receive the entire net assets of the Company; is not subject to redemption and has no sinking
fund and no preemptive rights. Shares presently outstanding and those to be outstanding upon
conversion of the Debentures offered hereby will not be liable to assessment or further calls.

The First City National Bank of Houston, Houston, Texas is the Transfer Agent and
Registrar for the Common Stock.

EXPERTS AND LEGALITY

The legality of the 5%4% Subordinated Convertible Debentures offered hereby will be passed
upon by Messrs. Baker, Botts, Andrews & Shepherd, Esperson Building, Houston 2, Texas.

The financial statements and schedules included in this Prospectus and elsewhere in the
Registration Statement, and the information contained in the Prospectus under the caption
“Summary of Earnings” have been examined by Messrs. Arthur Andersen & Co., Independent
Public Accountants, as set forth in their certificate appearing herein and letter of opinion appearing
elsewhere in the Registration Statement, and are included herein in reliance upon the authority
of said firm as experts in giving such certificates and letter of opinion.

The statements made as to matters of law and legal! conclusions under the heading “Descrip-
tion of Debentures” have been reviewed by Messrs. Baker, Botts, Andrews & Shepherd, and

other statements as to matters of law and legal conclusions, where indicated, have been made
on the authority of such counsel,
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AUDITORS’ CERTIFICATE

To the Board of Directors,

ZaraTa OFF-SHORE COMPANY:

‘We have examined the balance sheet of Zapata Off-Shore Company (a Delaware corporation)
as of March 31, 1956, and the related statements of surplus and cash receipts and disbursements
for the period October 25, 1954 (date of incorporation) through September 30, 1955, and the
six months ended March 31, 1956. We have also examined the related summary of earnings
for the above periods appearing elsewhere in the Prospectus. Qur examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests
of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the accompanying statements present fairly the financial position of Zapata
Off-Shore Company as of March 31, 1956, and the results of operations and cash receipts and
disbursements for the period October 25, 1954, through September 30, 1955, and the six months
ended March 31, 1956, and were prepared in conformity with generally accepted accounting
principles applied on a consistent basis during the periods under review.

Houston, Texas
May 15, 1956

ArTHUR ANDERSEN & Co.
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ZAPATA OFF-SHORE COMPANY
BALANCE SHEET

March 31, 1956

ASSETS
Current Assets:
CASH e e st inerreas $ 12991
Accounts receivable — i
CUSLOMETS e e es s e ceersee st $ 245,154
OLHEL ettt et b 31,941 277,095
$ 290,086
Property and Equipment, at cost:
Mobile offshore drilling platform and equipment, pledged to
secure first preferred mortgage notes payable (Notes 1 and 5) $3,213,055
Drilling tender and equipment, pledged to secure long-term notes
payable and a six per cent short-term note payable to a supplier
(Notes 2 and 3) ..t eene e 823,546
Automobiles and office equIPMent ..............coooroveerreoreeceroreomreceressrersrane 21,370
$4,057,971
Less — Reserves for depreciation (Note 7).rvvvnnicccinecciis 93,702 3,964,269
Deferred Pre-Operating Expenses of the Mobile Offshore Drilling
Platform and Drilling Tender (being amortized over the first year
of operations of each unit).......cc.cccoerrerierrerenncn, Serererre et s sast et 98,477
Other ASSES ..ot sernssi e i ettt enen 22,734
$4,375,566

(The accompanying notes to financial statements are an integral part of this balance sheet.)
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ZAPATA OFF-SHORE COMPANY
BALANCE SHEET

March 31, 1956

LIABILITIES

Current Liabilities;

Five and six per cent short-term notes payable to suppliers (Note

Amount due within one year on long-term debt ........cocovevverevernnn.., 747,039
Accounts payable —
Zapata Petroleum Corporation .......c.ceeoveiceoceeccrecrveiosseesene 7,175
Other o et er s rn e 272,029
Accrued liabilities —
Salaries and WAZES .....ocoeiceriireiestses s eeees 10,274
Taxes other than Federal income 12,671
Other e ettt et e e e nenn 10,658
$1,152,672
Long-Term Debt:
Six per cent first preferred mortgage notes payable, secured by
mobile offshore drilling platform and equipment (excluding
$567,039 due within one year) — Note 1 ..cooooeirercveee, $ 907,961
Five and six per cent notes payable — secured by drilling tender
and equipment (excluding $180,000 due within one year) —
NOE 2 oottt st bbbt st 424,602 1,332,563
Commitments and Contingent Liabilities (Notes 4 and 5)
Capital Stock and Surplus:
Common stock, 50¢ par value, authorized and issued 760,000
shares (Notes 4 and 5) .o e $ 380,000
Capital SUIPIUS ...covvriiecececerneee ettt ettt et ese e s 1,591,479
Earned surplus (deficit) — Note 1 ....occoovivierviieenieeiceeecse e ss e (68,713)
$1,902,766
Less — Common stock repurchased, 2,500 shares, at cost (Note 6) 12,435 1,890,331
$4,375,566

{The accompanying notes to financial statements are an integral part of this balance sheet.)
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ZAPATA OFF.SHORE COMPANY
STATEMENTS OF SURPLUS

For the Period October 25, 1954 (Date of Incorporation) Through
September 30, 1955, and the Six Months Ended March 31, 1956

QOctober 25, - Six Months
1954 Through Ended
September 30, March 31,
1955 1956
STATEMENT OF CAPITAL SURPLUS
Balance, beginning of period ..., $ — $1,401,479
Add:
Excess over par value of proceeds of sale of common stock —
369,000 shares sold for $271,000 ..o e eeeareees 86,500 —
315,000 shares sold for $1,496,250, less stock issue expenses
OF B23,771 et 1,314,979 —

Excess of market value over par value of 38,000 shares of common
stock issued as partial consideration for the mobile offshore

drilling platform ... — 190,000

Balance, end of period ... $1,401,479 $1,591,479

STATEMENT OF EARNED SURPLUS

Balance, beginning of period ... $ — $ (97,835)
Add — Net income (loss) for the period (see note to Summary of

BArNINES) ooooierererreirer sttt sttt s s e e (97,835) 29,122

Balance, end of period .........cccun e $ (97,835) $ (68,713)

(The accompanying notes to financial statements are an integral part of these statements.)
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ZAPATA OFF-SHORE COMPANY

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

For the Period October 25, 1954 (Date of Incorporation) Through
September 30, 1955, and the Six Months Ended March 31, 1956

Combined
Periods
October 25, Six Months October 25,
1954 Through Ended 1954 Through
September 30, March 31, March 31,
1955 1956 1956
Cash Balance, beginning of period .........ccconiininiincniniensns $ — $ 325778 § —
Add — Receipts:
Contract drilling in€ome .......omvunimsninnsssirissscnnns. § — $ 844,628 § 844,628
Proceeds of borrowings (see Note) —
Six per cent first. preferred mortgage notes .......... — 1,550,000 1,550,000
Five and six per cent long-term notes ..........cceeueee. 104,602 575,000 679,602
Five and six per cent short-term notes ................ —_ 97,826 97,826
Advance by Zapata Petroleum Corporation, includ-
ing $35,000, the initial payment on the construction
contract with R. G. LeTourneau, Inc,, which was
paid direct by Zapata Petroleum Corporation. The
advance was subsequently applied in payment of
407,000 shares of common stock issued by the
Company ($19,000 of which was considered to be
a loan to Mr. Dean and was applied in payment of
38,000 shares issued t0 him).....ccoooeieervenrceermnneennns 290,000 —_ 280,000
Proceeds to Company of public offering of 315,000
shares of common stock ... 1,496,250 — 1,496,250
Proceeds from sale of drill pipe.....ccornvvccrcnrnennnee — 48,883 48,883
Total receipts ...l $1,890,852 $3,116,337 $5,007,189
$1,290,352 $3.442,115 $5,007,189
Deduct — Disbursements:
Mobile offshore drilling platform and equipment —
Advances on construction contracts, including
$35,000 p_revioleIy paid by Zapata Petroleum
Corporation per above..........vevnvsreiseneecene $ 628,200 $ — $ 628,200
Additional cost of constructing and equipping
platform less $209,000 which was paid by
issuing 38,000 shares of Company’s common
stock to R. G. LeTourneat, Inc. ..oooeoveeveeevnnne — 2,375,855 2,375,835
$ 628,200 $2,375,855 $3,004,055
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ZAPATA OFF-SHORE COMPANY

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS — (Continued)

For the Period October 25, 1954 (Date of Incorporation) Through
September 30, 1955, and the Six Months Ended March 31, 1956

Combined
Periods
October 25, Six Months October 25,
1954 Through Ended 1954 Through
September 30, March 31, March 31,
1955 1956 1956
Purchase of —
Drilling tender and related equipment (includ-
ing drill pipe sold in 1956 which cost $55,190) §$ 785,688 § 93,048 $ 878,736
Automobiles and office equipment .......ccocvoveernne. 18,327 3,043 21,370
Treasury StOCK ..o ocoecerreeceerecnvecierseinesscie s 12,435 — 12,435
$ 816450 $§ 96,091 $ 912,541
Costs and expenses —
Drilling operations (excluding depreciation of
$93,226 and $866 loss on sale of drill pipe)........ $ — $ 622,302 $ 622,302
General and administrative (excluding depracia-
tion of $3,986 and $1,931 respectively).............. 93,849 64,847 158,696
TREETESE .ottt s s neees — 32,334 32,334
$§ 93849 § 719483 $ 813,332
Deferred pre-operating expenses (net of amortiza-

HHOM) oniccice s et 00,524 $ 47,953 $ 98477
Payments o0 NOES .....ccoeivveeicee s arsraenes — 155,000 155,000
Capital stock iSSte €XPEMNSE ..occoevvrcoeeveircienriererensnenerans 23,771 — 23,771
OLHEL et v et b s br bt sa e 2,006 20,728 22,734

Total disbursements .......ccoieceieeiecevrneens $1,614,800  $3,415,110 $5,029,910
Net ettt eare s $ 276,052 § 27,005 $ (22,721)

Add (Deduct) — Net change in accounts payable, ac-
cried liabilities and accounts receivable ....oovovvevveerecivneenne 49,726 (14,014) 35,712
Cash Balance, end of period......ccovvmvnrecccvincrvciene. $ 325,778 $ 12,991 $ 12991

NOTE: For the purposes of this statement, notes issued as partial considération for the construction or purchase
price of the drilling tender and mobile offshore platform and equipment have beeii shown as cash re-
ceipts; corresponding amounts are likewise shown as disbursements for the acquisition of such proper-

ties.

(The accompanying notes to financial statements are an integral part of this statement.)
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ZAPATA OFF-SHORE COMPANY

NOTES TO FINANCIAL STATEMENTS
March 31, 1956

(1) First Preferred Mortgage Notes Payable

The six per cent first preferred mortgage notes payable represent the unpaid portion of
the construction or purchase price of the mobile offshore drilling platform and equipment,
Such indebtedness is evidenced by two notes in the original principal amounts of $900,000 and
$650,000 dated December 21, 1955, and March 19, 1956, respectively. The first note is payable
in consecutive monthly installments of $25,000, plus accrued interest, commencing on Febru-
ary 1, 1956, and extending through January 1, 1959. Three such installments had been paid
at March 31, 1956. The second note is payable in consecutive monthly installments of $25,000,
including interest, commencing on May 1, 1956, and monthly thereafter until such note is
paid in full.

The mortgage also provides (a) that the Company will carry customary insurance on
the platform and equipment so long as the notes remain unpaid and (b) that prior to pay-
ment in full of the notes, without prior approval of the holders thereof, no payment or distri-
bution, whether by dividend, by purchase, or by way of complete or partial redemption,
or in any other way, will be made upon or with respect to any stock of the Company now or
at any time in the future issued or outstanding, nor will any sinking fund or other setting
aside of or earmarking of funds be permitted.

The contract for the construction of the mobile offshore drilling platform provides (a)
that Zapata Petroleum Corporation guarantees prompt and complete performance by the
Company of all obligations until the $900,000 note has been reduced to the principal sum of
$450,000 and (b) that the constructor will indemnify the Company from any loss or expense
from all claims or suits growing out of any infringement or alleged infringement of any
U. S. patent in respect to the construction of the platform.

(2) Long-Term Notes Payable

The five and six per cent long-term notes payable are comprised of the following:

Unpaid
Balance
March 31, 1956
(a) A five per cent bank loan in the original principal amount of $575,000
dated October 11, 1955, ..ttt ees $500,000

The loan is to be repaid over a period of two years commencing De-
cember 1, 1955, in monthly installments of $15,000, plus accrued interest,
and the balance on maturity and is secured by a preferred ship mortgage
on the drilling tender. The Company has agreed to transfer o the bank
the right to any and all sums payable to the Company under its initial
drilling contract so long as the Company is in default on its payments.
The Company has collaterally assigned to the bank its rights under a
purchase option contract between the Company and Zapata Petroleum
Corporation which provides, among other things, that Zapata Petroleum
Corporation (at the Company’s election during any time in which the
bank loan is in default in the payment of principal or interest) will pur-
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ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — ( Continued)

March 31, 1956
Unpaid
Balance
March 31, 1956

chase the drilling tender Nola I at whichever is applicable of the follow-
ing purchase option prices:

(1) The then unpaid balance of the bank loan if the initial drilling
contract or a renewal or extension thereof is not then in effect; or

(2) The sum of $305,000 if said drilling contract or renewal or extension
thereof is then in effect,

(b) A six per cent note dated October 11, 1955, due two years from date of
note, secured by a mortgage on the drilling tender which is sub-

ordinate to the $575,000 bank 10an......cooooovvvoveeeeeeeeeeeeeeen. S 104,602
$604,602
Less — Amount due within one year..........ocoevvovircvirennn. 180,000
$424,602
All long-term debt matures over the next three years as follows:
Year ending March 31, 1957 ..o $ 747,039
Year ending March 31, 1958 ... s srmresesseseoe 1,009,874
Year ending March 31, 1959, . iiiesecie v seeeesssee o 322,689
$2,079,602

Short-Term Notes Payable

Short-term notes payable are composed of a five per cent note dated March 21, 1956, in
the amount of $51,237 payable in 12 consecutive monthly installments of $4,270 each beginning
May 1, 1956, and a six per cent note dated February 20, 1956, in the amount of $41,589 payable
in instaliments of $5,000 on April 1, 1956; $2,713 on April 15, 1956; $4,044 on May 1, 1956;
$2,712 on May 15, 1956, and $2,712 on the 15th of each month thereafter through March 15,
1957. The six per cent note is secured by a purchase money mortgage on 15,000 feet of drill
pipe.

Subsequent to March 31, 1956, short-term bank loans have been obtained by the assign-
ment of amounts due under the Company’s drilling contracts., Such loans are being repaid
out of subsequent collections. The outstanding balance of such loans amounted to $225,000
at May 15, 1956.

Employment Contract

The Company has entered into an agreement with Mr. Dean whereby Mr. Dean is to be
employed for a five-year period from November 5, 1954, at a salary of $20,000 per year. The
agreement provides for payment by Mr. Dean or by the Company of certain liquidated dam-
ages (maximum of $80,000) in the event of breach of contract by either party during the
term of the agreement. However, the agreement provides that if at any time during the
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ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — (Continued)

March 31, 1956

period of the agreement neither Mr. George Bush nor Mr. Hugh Liedtke (officers and directors
of the Company) is included in the management of the Company, Mr, Dean shall be entitled
to terminate the agreement without being liable to any extent for such termination. The
agreement also provides that, under certain specified conditions, the Company, during the
period covered by the agreement, has the right to purchase from Mr. Dean the 38,000 shares
of the Company’s common stock presently owned by him at a price equal to the highest
firm, bona fide cash offer which Mr, Dean or any member of his family has then received
from any third party.

Commitments and Contingent Liabilities

(a) The Company has rented a used drilling rig (for use with the drilling tender
Nola I) from a supply company for a period of one year from September 1, 1955, at a rate
of $15,000 per month. At any time during the term of the lease the Company has the option
to purchase the equipment for $474,284 and may apply 90 per cent of all rentals paid against
the purchase price. If the Company elects to purchase, the outstanding balance shall be
paid in monthly installments of $15;,000 with interest at six per cent per annum, and will be
secured by a mortgage on the equipment. The management of the Company presently intends
to exercise this option prior to expiration of the lease.

(b} The Company has entered into various contracts for services such as boat rentals,
catering services, etc., to enable it to carry out the terms of the drilling contracts entered
into in respect to the mobile offshore drilling platform and drilling tender. The contract
price for such services will aggregate approximately $2,000 per day. The boat charters
provide for a primary term of eighteen months with options by the Company to extend
the period another eighteen months. :

(c) Under the terms of the contract entered into with R. G. LeTourneau, Inc., for the
construction of the mobile offshore drilling platform, LeTourneau has agreed that it will
not begin the construction of any additional platform of similar design for a period of six
months from the date of acceptance of the first platform (the first platform was accepted
by the Company on December 21, 1955). At the expiration of such six-month period and
for a period of two years thereafter, the Company shall have the option to purchase any
similar platform or platforms constructed by LeTourneau at any bona fide price at which
such equipment would be offered to other parties,

The Company presently proposes to offer $2,350,000 of 5¥%% Subordinated Convertible
Debentures due June 1, 1971 to the public. Reférence should be made elsewhere in the Pros-
pectus for the details of this offering, the use of the proceeds therefrom, and the Company’s
consideration of the acquisition of a third unit of drilling equipment, which is presently

estimated to cost (together with related equipment; including the drilling rig) approximately
$3,000,000,
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ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — (Continved )

March 31, 1956

In connection with the above offering, the stockholders of the Company have voted to
amend its Certificate of Incorporation to increase the authorized number of shares of its
capital stock to 1,500,000 shares.

(6) Stock Purchase Option
The 2,500 shares of treasury stock of the Company is reserved for the issuance to
Mr. Hoyt Taylor, an employee of the Company, under the terms of a stock purchase option
granted on May 13, 1955, by the Company which includes the following provisions:

(a) Mr. Taylor may acquire the shares for 95 per cent of the base price, which is
the closing asked price on the over-the-counter market on May 13, 1955 (approximately
$5 per share).

(b) The option shall be for a period of five years from May 13, 1955, to be exercised
in installments as defined in the agreement.

(7) Depreciation, Maintenance and Retirement Policies

Depreciation is provided for financial accounting purposes on the straight-line method
based upon the estimated physical life of the assets. Annual rates are as follows:

Classification Rate
Mobile offshore drilling platform.....cvccercmri s 20%
Drilling tender —
HULL ettt esest e et 1214%
Modifications ...ccceveeiie e e e e s s 209
Drilling rigs ..o et b et e sr R e b r e 20%
Drill PIPE i e 3314%
AUtomODbIles ..o s 25%
Furniture and office equipment......ocooveeeionnnc e 10%

Maintenance and repairs are charged against income when incurred. Renewals and
betterments which extend the useful life of the equipment will be capitalized and the replaced
units will be retired by removing the cost from the asset account and the accumulated depreci-
ation from the reserve account. Retirement gains or losses are credited to, or charged
against, income,
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ZAPATA OFF-SHORE COMPANY
Notes to Financial Statements — (Continued)
March 31, 1956

(8) Supplementary Profit and Loss Information

Maintenance and repairs, depreciation, rentals and taxes have been charged to drilling
operations or general and administrative expenses as follows:

October 25, Six Months
1954, Through Ended
September 30, March 31,
1955 1956
Maintenance and Repairs —
Drilling Operations ...ccoioivnnmnenceennsenrenniicanns $F — $ 16,536
General and Administrative Expense........cocven. — 57
$§ — $ 16,593
Depreciation —
Drilling Operations .............. e B — $ 93,226
General and Admmlstratwe Expense .................... 3,986 1,931
$ 3,986 $ 95,157
Rentals —
Drilling Operations .............. s B — $289,084
General and Adm1n1stra.t1ve Expense 2,226 2,015
$ 2,226 $291,099
Taxes, Other Than Federal Income Taxes —
Drilling Operations —
Payroll ... B — $ 6814
Other e s — —
$ — $ 6814
General and Administrative Expense —
Payroll ... 1,023 554
Other ... e 83 374
$ 1106 3 77

No royalties or management and service contract fees have been paid,
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FURTHER INFORMATION

This Prospectus omits certain information contained in the Registration Statement on file
with the Securities and Exchange Commission, Washington, D. C. The Registration Statement
may be inspected by anyone at the office of the Commission without charge and copies of all or
any part of it may be obtained upon payment of the Commission’s charge for copying.

ZAPATA OFF-SHORE COMPANY

By Georce H. W. Busn
President
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 22. Marketing Arrangements
Not applicable.

Item 23, Other Expenses of Issuance and Distribution

Securities and Exchange Commission — Registration fee ....... e $ 235,00
Federal original iSSUaNCe taX ...ccoioiriivenmecninie st esss e et assas s 2,585,00%
LeZal £EE5 ooooneiecete ettt sttt at bbb bbb b e esis 10,000.00*
Accountants’ fees and EXPENSES .........cceeemiieneeeseeeee ettt 4,000.00*
Printig €XPENSES ..eeiirriiccereee e eeeesenesese st re e sieenes 10,000.00*
Subscription agents’ and Trustee’s fees and expenses .........ccoeveenn 4,000.00*
Blue-sky qualification .....c.coeivecnimieiminer et en e 3,500.00%
Preparation Of SeCUTIEIES ..coccccoiiiiicrrrere e varnes e senssneseseess s ban s 3,000.00*
Miscellaneous eXPEnSES ..ot s s 1,680.00*
TOLAL oot s et $39,000.00

* Estimated.

Item 24. Relationship with Registrant of Expert Named in Registration Statement
Not applicable.

Item 25. Sales to Special Parties

Pursuant to the provisions of its contract with R. G. LeTourneau, Inc. covering the purchase
of the Scorpion, the Company, upon acceptance of the Scorpion, issued to R. G. LeTourneau, Inc.
38,000 shares of its Common Stock without payment of any further consideration.

Item 26. Recent Sales of Unregistered Securities
(1) Reference is made to the information contained in Item 25 next above.

(2) Reference is made to the information contained in the Prospectus under the caption
“Organization of the Company and Related Transactions” as to the initial issuance of stock
in the Company to Zapata Petroleum Corporation and to Wayne H. Dean.

(3) Since all of the shares sold by the Company as referred to in paragraphs (1) and (2
next above were sold for investment and not for public distribution and the transactions were
thus exempt under Section 4(1) of the Securities Act of 1933, as amended, as “transactions by
an issuer not involving any public offering”, none of such shares were registered under such Act,

Item 27. Subsidiaries of Registrant
Not applicable,

Item 28. Franchises and Concessions

Not applicable.

Item 29. Indemnification of Directors and Officers

There are no indemnification provisions contained in the Certificate of Incorporation or in
the By-Laws of the Company. However, should claim for indemnification for any liabilities
under the Securities Act of 1933, as amended, be asserted by any officer or Director of the
Company pursuant to any provision of the laws of the State of Delaware, or otherwise, and,
provided that the question has not theretofore been determined by controlling authority, the
Company, before making such indemnification, will submit to a court of appropriate jurisdiction
the question of whether or not such claim is unenforceable because it is against public policy as
expressed in the Act and will be governed by the final adjudication of such issue.

Item 30, Treatment of Proceeds from Stock Being Registered

Upon conversion of the Debentures, the issuance of the Common Stock in connection there-
with will be recorded on the books of the Company by crediting to the Common Stock Account
the par value thereof and to the Capital Surplus Account the difference between such par value
and the conversion price.
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Item 31, Financial Statements and Exhibits

(a) Financial Statements, indicating those included in the Prospectus.

The following financial statements are filed as a part of this Registration Statement:

(1) Included in the Prospectus:

Reference should be made to the heading “Index to Financial Statements”
in the Prospectus for a list of the financial statements appearing therein.

(2) Omitted from the Prospectus but included in the Registration Statement:

Page

Schedule V — Property and equipment .........ocoeiceeciicicicccnencsienns F-2
Schedule VI — Reserves for depreciation of property and equip-

411 3 OSSOV VO UTRO F-3

Auditors’ Letter of OpInion....cissn e F-1

(b) Statement on Form T-1 of Texas National Bank of Houston (to be filed by amendment).
(c) Exhibits:

Exhibit No, Item
*3(a) —Copy of Certificate of Incorporation (Ex. 1, File No. 2-11421).
*3(b)  —Copy of Amendment dated January 10, 1955 to Certificate of Incorporation
(Ex. 1(a), File No. 2-11421}.
3(c) —Copy of Amendment dated May 15, 1956 to Certificate of Incorporation.
*3(d) —Copy of By-Laws (Ex. 2, File No. 2-11421).
**4(a) —Form of Warrant.
4(b) —Form of Debenture (included in Exhibit 4(c)).
4(c) —Form of Debenture Indenture to be dated as of June 1, 1956 with Texas

National Bank, as Trustee.

4(d) —Copy of Loan Agreement dated August 18, 1955 with Texas National Bank
of Houston, including forms of Note, Preferred Ship Mortgage, Assignments
and Consent therein referred to,

4(e) —Copy of Second Preferred Ship Mortgage dated October 11, 1955 to Hunt
Tool Company covering Nola I,

4(f) —Copy of Preferred Ship Mortgage and Chattel Mortgage, dated March 19, 1956,
to R. G. LeTourneau, Inc. and Oil Well Supply Division, U. S. Steel Corpo-
ration, Mortgagees, covering the Scorpion.

5 —Copy of Resolutions dated May 13, 1956 granting restricted stock option to
Hoyt S. Taylor.
6 —Opinion of Baker, Botts, Andrews & Shepherd,

*13(a)-1 —Copy of Contract, dated November 11, 1954, with R. G. LeTourneau, Inc.
(Ex. 9(a), File No. 2-11421),

*¥13(a)-2 —Copy of contract dated January 27, 1955 with W H. D Ex,
File No. 2-11421). 4 ayne H. Dean (Ex. 9(b),

13(a)-3 —Copy of drilling contract dated June 1, 1955 with Standard Oil Company of
Texas covering Nola 1.

13(a)-4 —Copy of drilling contract dated March 2, 1956 with Continental Oil Company
covering Nola I,

13(a)-5 —Copy of letter agreement dated March 8, 1956 with Standard Oil Company
of Texas covering use by Continental Oil Company of Nola I,

13(a)-6 —Copy of drilling contract dated December 7, 1955 with Standard Oil Company
of Texas covering the Scorpion.

13(a)-7 —Copy of contract dated August 18, 1955 between Zapata Petrol -
ration and Zapata Off-Shore Company concerning Nolf: ?. etroleum Corpo

13(a)-8 —Copy of lease-purchase agreement dated June 2, 1955 and amendment theret
dated June 27, 1955 between Company and National Supply Conn?;;;.ny. e

14 —Identifying Statement.

* Incorporated by reference.
** To be filed by amendment.




UNDERTAKINGS

Subject to the terms and conditions of Section 15(d) of the Securities Exchange Act of 1934,
the undersigned Registrant hereby undertakes to file with the Securities and Exchange Commission
such supplementary and periodic information, documents and reports as may be prescribed by
any rule or regulation of the Commission heretofore or hereafter duly adopted pursuant to the
authority conferred in that section.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant,
Zapata Off-Shore Company, a corporation organized and existing under the laws of the State of
Delaware, has duly caused this Registration Statement to be signed on its behalf by the under-
signed, thereunto duly authorized, and its seal to be hereunto affixed and attested, all in the
City of Houston and the State of Texas on the 21st day of May, 1956.

ZAPATA OFF-SHORE COMPANY
Registrant
GEORGE H. W. BUSH

(George H. W. Bush, President)

Pursuant to the requirements of the Securities Act of 1933, as amended, the undersigned
have signed this Registration Statement on the respective dates set beside their names.

Principal executive officer:

GEORGE H. W. BUSH President May 21, 1956
(George H. W. Bush)

Principal financial and accounting officer:

J. HUGH LIEDTKE Treasurer May 21, 1956
(J. Huogh Liedtke)

Pursuant to the requirements of the Securities Act of 1933, as amended, the undersigned, a

majority of the Board of Directors, have signed this Registration Statement on the respective dates
set beside their names.

GEORGE H. W. BUSH Director May 21, 1956
(George H. W. Bush)

J. HUGH LIEDTKE Director May 21, 1956
(J. Hugh Liedtke)

SAM G. WINSTEAD Director May 21, 1956
(Sam. G. Winstead) '

WAYNE H. DEAN Director May 21, 1956
(Wayne H. Dean)

MILTON R. UNDERWOOD Director May 21, 1956
(Milton R. Underwood):

ROBERT U. PARISH Director May 21, 1956
(Robert U. Parish)

HOYT 5. TAYLOR Director May 21, 1956
(Hoyt S. Taylor)
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CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

We consent to the use of our certificate dated May 15, 1956, relating to Zapata Off-Shore
Company when accompanying the financial statements therein referred to and included in the
Prospectus constituting a part of the Registration Statement of Zapata Off-Shore Company filed
with the Securities and Exchange Commission under the provisions of the Securities Act of 1933,
as amended, for the registration of $2,350,000 of 5% Subordinated Convertible Debentures due
June 1, 1971. We also consent to the use of our opinion appearing in such Registration Statement,
relating to the schedules supporting the financial statements included in such Registration
Statement and to the use of our name under the captions “Summary of Earnings” and “Experts”
in such Prospectus.

Arxraur AnpeErseN & Co.
Houston, Texas

May 21, 1956.

The consent of Messrs. Baker, Botts, Andrews & Shepherd is contained in their opinion filed
herewith as Exhibit 6.
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ZAPATA OFF-SHORE COMPANY
SCHEDULES SUPPORTING THE FINANCIAL STATEMENTS

(Omitted from the Prospectus but inclunded in the Registration Statement)

Page
V — Property and equipment ..o b ¥-2
VI — Reserves for depreciation of property and equipment........ccoeercrinererennnee F-3

AUDITORS’ LETTER OF OPINION

In connection with our examination of the financial statements which are included in the

Prospectus, we have also examined the schedules listed above, which support the financial state-
ments, In our opinion, these schedules present fairly the financial data required to be set forth
therein.

ArtAUR AnpERSEN & Co.
Houston, Texas
May 15, 1936.

The information required by the following schedules is set forth in the financial statements
or the notes thereto:

IX — Bonds, mortgages and similar debt.
XIIT1 — Capital shares
X1V — Warrants or rights

XVI— Supplementary profit and loss information

Set forth below is a list of the schedules omitted as not required or inapplicable:

I — Marketable securities — other s.ecurity investments.

IT— Amounts due from directors, officers, and principal holders of equity securities
other than affiliates.

ITT — Investments in securities of affiliates,
IV — Indebtedness of affiliates — not current,

VII — Intangible assets.

VIII — Reserves for depreciation and amortization of intangible assets.
X — Indebtedness to affiliates — not current,

XTI — Guarantees of securities of other issuers,

XII — Reserves,

XV — Other securities,

XVII— Income from dividends — Equity in net profit and loss of affiliates.
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ZAPATA OFF-SHORE COMPANY
SCHEDULE V — Property and Equipment

Column A Column B Column C Column D Column E, Column F Column C Colurn D Column E Column F
Balance at Balance at . . Balance at
October 25, Additions Retirements Qther September 30, Additions Retirements Other March 31,

Classification 1954 at Cost or Sales Changes 1955 at Cost or Sales Changes 1956

Mobile Offshore Drilling Platform and

Equipment — .

Drilling Barge .....oovcvvveieeeiree e senvamsreens $§ — $ 478,200 $§ — $ — $ 478200 $1,881,091* § — $ —_ $2,359,291
Drilling Tig v serssssessssenans — 150,000 —_— — 150,000 615,526 — — 765,526
Drill PIPE cvoeereveeeeecreevere s ersesssesess s essssonns —_ — — — —_ 78,801 —_ — 78,801
Other equipment .........o.eoivevcieinesceissesennns — — — —_— — 9,437 — — 9,437

Drilling Tender and Equipment —
TENACL  reoveeerersrmrensrsrmssssesesssssssssssssesasensassens — 715,391 — — 715,391 1,692 — — 717,083
Drill pIPe ..ot s — 55,190 _— — 55,190 80,490 55,190 — 80,490
Other eqUIPMEnt .......coovoevconesereeeeeesrssesecenns — 15,107 — — 15,107 10,866 —_ — 25,973
AUtomobiles ... _ 9,891 —_ —_ 9,891 1,889 — — 11,780
Furniture and Office Equipment..........cc.oeneeee.. — 8,436 — — 8,436 1,154 — — 9,590
$ — $1,432215 § — $ — $1,432215 $2,680946 $ 55190 $ — $4,057,971

* Includes $209,000, the market value of 38,000 shares of the Company’s common stock issued as partial consideration for the drilling platform.
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ZAPATA OFF-SHORE COMPANY

SCHEDULE VI -— Reserves for Depreciation of Property and Equipment

Column A Column B Column C Column D Column E Column C Column D Column E
Retirements, Retirements,
Balance at Charged Renewals Balance at Charged Renewals Balance at
October 25, to and September 30, to and March 31,
Description 1954 Income Replacements 1955 Income Replacements 1956

Mobile Offshore Drilling Platform and

Equipment —
Drilling barge eceevvveecveeeeeveveeeeeee. $ — $ — $ — $ — $ 12913 $ —_ $ 12913
- Drilling Tig .covvooeeveeecereeneeressesseeseeseeee s esenes — — — — 4,214 — 4,214
oy Drill Pipe oo — — — — 730 — 730
Other equipment .......ccocceceivimicrineiniesinenns — — — — 105 — 105

Drilling Tender and Equipment —

TENAET oottt eteee st r e — —_— —_ —_ 62,136 — 62,136
Drill PIP wvcoveeviece e rerecerrassee s s eeesens —_— — —_ —_ 8,794 5,441 3,353
Other equipment .....oococveceeemimiereecteeieniins — — — —_ 3,687 —_— 3,687
Automobiles ... e — 3,026 —_ 3,026 1,773 —_ 4,799
Furniture and Office Equipment.................... — 960 — 960 805 — 1,765
$ — $ 3,96 $ —_ $ 3,986 $ 95,157 $ 5441 § 93702

Note: Depreciation has been provided on the two units of offshore equipment from the dates placed into service. The mobile offshore drilling platiorm was placed
into service on March 21, 1956 and the driiling tender on October 1, 1955.
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C.

AMENDMENT NO. 1

TO

FORM S-1

REGISTRATION STATEMENT

UNDER

SECURITIES ACT OF 1933

Zapata Off-Shore Company

(Exact name of registrant as specified in charter)

First City National Bank Building
Houston 2, Texas

fa.’; (Address of principal executive offices)
Frans
Copy to:
George H. W. Bush, President Baker, Botts, Andrews & Shepherd
2218 First City National Bank Bldg. 1600 Esperson Building
Houston 2, Texas Houston 2, Texas

(Name and address of agent for service)

Approximate date of proposed public offering: As soon as practicable after the Registration
Statement becomes effective.
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ZAPATA OFF-SHORE COMPANY

CROSS REFERENCE SHEET

Data in Part I of Registration Statement Prospectus
Item Number and Nature of Item Page

Distribution SPread ...ttt et e snre e Cover
Plan of Distribution. ..o crsie e sn et rrer s et evment e e es 3
Use of Proceeds t0 REZISITANL....cooveeeec e seer s st sna b es s vesmses 5
Sales Otherwise Than For Cash ... s verrssseratesessnn, *
Capital SeCUTILIES ....cco.icoieieiice e reiecn ettt st ra e st renrns e s ss sttt meesnsees 9
Summary of Earnins. .. .ocnmimimsienreiermrsssssss s atsnessssssssssssesstsestsssenssssssseesesans 10
Organization of ReGISIIANt ..ottt ier et sees s sanas

Parents of Registrant.......coociiimirimnisics st ten e srsasr s sennss s sen
Description 0f BUSINESS.......ccoeriommreereesresesesiesesiisesssssssssssssissssssssesseraessesreseesessesssans
Description 0f PrOPerty.....coccoiieieeieciie e ress st tess s ss sttt 6
Organization Within Five Years. ... e 12
Pending Legal Proceedings. ..o ieneses sttt oo seseen et ene e *
Capital Stock Being Registered........ccooiioreiniiecvrrine e iens e s 15
Long-Term Debt Being Registered.......oiiereonmeeceene e cse e eresens 13
Other Securities Being Registered......coomcriiiieicieiener e enseseseesesseens *
Directors and Executive OfiCers ..o ceeenesessseececeseseeeeeea e s sss s 11
Remuneration of Directors and OfiCErSs. ..o essre e eresse s 12
Options to PUrchase SECUMITIES ....ocoouciceoimieeieicreceecececer e e ee e veeeseesseeeeeesseseeee 11
Principal Holders of Securities.....c.coumeiieirriminrcresseresisssns o sessssssees oo eseeesesesens 3,12
Interest of Management and Others in Certain Transactions..........cooeeovevroneee.... 12

Financial SEAtemEnts ... reees e eeeeeseeeetes et et tees e es e e ee e s msssaes e s aons 16

* Omitted since answer is negative or not applicable.




These securities have not yet been made eligible for sale under the laws of any state where action for
this purpose is necessary. The use of this document is no assurance that the registration
or qualification requirements of the laws of this State will be met.

PROSPECTUS
$2,150,000

Zapata Off-Shore Company

5149 Subordinated Convertible Debentures
due July 1, 1971

Convertible at any time into Common Stock (50 cents par value) of the Company at the
conversion price of $8.70 per share subject to certain adjustments. Redeemable at 100% of
principal amount, plus accrued interest. Subordinated to all Senior Indebtedness. See “Descrip-
tion of Debentures”.

Interest on the Debentures accrues from July 1, 1956.

The Company is offering to the holders of its outstanding Common Stock the right to
subscribe for the 514% Subordinated Convertible Debentures offered hereby at the rate of $2.80

principal amount of Debentures for each one share of Common Stock held of record on June §,
1956. See “Subscription Offer”.

The subscription offer will expire at 3:00 o’clock P.M,, Central Standard Time, on July 2, 1956.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.

'~ ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Underwriting Proceeds
Subscription Discounts and to
Ptice Commissions (1) Company
Per Unit .o e 100% Seea;'l gtc(ag) 2 Seea:llg tgg) 2)
B T OO $2,150,000 $10,000(3) $2,113,125(4)

(1) The Company has agreed to indemnify the Agents named herein (G. H. Walker & Co. and Underwood,
Neuhaus & Co. Incorporated) against certain liabilities, and to pay the fees and expenses of their counsel.

{2y The Company proposes to pay certain compensation to securities dealers for_ their services in obtaining sub-

" scriptions, on_the basis and terms described under “Subscription Offer”, the aggregate of which, if all
Debentures offered are subscribed for by stockholders through such dealers, would be $10,750.

(3) To be paid to G. H. Walker & Co., one of the Agents named herein under “Offering of Unsubscribed Deben-
tures”. Such compensation is in addition to the compensation of the Agents, as described therein, zt the
rate of 2% of the principal amount of Unsubscribed Debentures sold by such Agents to others than stock-
holders of the Company and Zapata Petroleum Corporation. The Agents, as dealers, may also receive
compensation in connection with subscriptions to the Debentures as set forth in note (2) above.

(4) Assuming all Debentures will be sold, either through the Subsecription Offer or through the offering of the
Unsubscribed Debentures. For purposes only of calculating the proceeds to the Company it has been assumed
that one-half of the Debentures will be subscribed in transactions where compensation is payable to dealers
and thaélthe remainder will be sold through the Agents in transactions where the commission to the Agents
is payable.
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No dealer, salesman or any other person has been authorized by the Company or by the Agents
named herein to give any information or to make any representations other than as contained in
this Prospectus in connection with any offer contained in this Prospectus, and if given or made,
such information or representations must not be relied upon. This Prospectus is not an offer by
the Company or by the Agents or any dealer to sell any of the securities offered hereby in any
State or to any person to whom it is unlawful for the Company or for such Agents or dealer to
make such offer in such State.




THE COMPANY AND ITS PARENT

Zapata Off-Shore Company (herein called the Company) was incorporated under Delaware
law on October 25, 1954, It has no subsidiaries. Its principal executive office is at 2218 First City
National Bank Building, Houston 2, Texas.

The Company is controlled by Zapata Petroleum Corporation, a Delaware corporation (herein
sometimes called Petroleum), which owns 369,000 shares (approximately 48.7%) of the 757,500
outstanding shares of Common Stock of the Company. The Company has seven directors. J. Hugh
Liedtke, President and a director of Petroleum, is a director and Treasurer of the Company, and
George H. W. Bush, Vice President, Secretary and Treasurer and a director of Petroleum, is the
President and a director of the Company. Petroleum is principally engaged in developing and
operating oil and gas properties and exploring for oil and gas, and, through its subsidiary, Zapata
Drilling Company, in contract drilling on land for others and for its own account. Its principal
office is in Midland, Texas.

SUBSCRIPTION OFFER

"The Company hereby offers to the holders of its outstanding Common Stock the privilege of
subscribing, at the subscription price set forth on the cover of this Prospectus, for the 534%
Subordinated Convertible Debentures offered hereby (“Debentures”), on the basis of the right to
subscribe for $2.80 principal amount of Débentures for each share of Common Stock held of
record on June 8, 1956,

Expiration Date

The subscription privilege will expire and become void at 3:00 o’clock P.M., Central Standard
Time, on July 2, 1956.

Subscription Agents

In Houston, Texas: In New York, N. Y.:
Texas National Bank of Houston, J. P. Morgan & Co. Incorporated
1300 Main Street, 23 Wall Street,
Houston 2, Texas New York 8 N. Y.

Subscription Warrants

The subscription privilege is evidenced by non-transferable Subseription Warrants which are
being mailed to holders of the Common Stock of the Company entitled thereto. Each Warrant
will specify the principal amount of Debentures for which the holder of such Warrant may sub-
scribe. The holder may subscribe for less than the maximum amount specified in the Warrant.
Subscriptions will be accepted only for $25 principal amount of Debentures or multiples thereof,
and not for fractional parts of $25. However, if the principal amount of Debentures to which a
stockholder is entitled to subscribe on the basis set out above is not an even multiple of $25,
such principal amount to which such stockholder shall be entitled to subscribe, as shown on the
Warrant, has been increased to the next even multiple of $25, or, if it is less than $25, has heen
shown as a $25 Debenture. The Debentures will be isstted in coupon form in the denominations
of $25, $100, $500, and $1000 (and any multiple thereof approved by the Company).
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Method of Exercising the Subscription Privilege

The subscription privilege may be exercised by mailing or delivering the Warrants to either
of the Subscription Agents named above, appropriately filled out and executed, accompanied by
payment of the total Subscription Price for the principal amount of Debentures subscribed for
(not to exceed the maximum subscription permitted, determined as set out above), in cash or by
check or bank draft or postal or express money order, payable to the order of the Company. All
Warrants must be exercised before 3:00 o’clock P.M. (C.5.T.) on the Expiration Date.

Delivery of Debentures

Debentures will be delivered in definitive form as soon as practicable after close of the
subscription period.

Arrangements with Zapata Petroleum Corporation

Petroleum, as the holder of 369,000 .shares of Common Stock, will be entitled to subscribe
to $1,033,200 principal amount of Debentures. Petroleum has arranged with the Company for
the issuance to it of one Warrant entitling it to subscribe to $286,000 principal amount of
Déebentures, and for the issuance to Petroleum’s stockholders, ratably, of additional Warrants
as to the remainder of such subscription privilege. Petroleum has advised the Company that it
intends to exercise its subscription privilege to the full amount of $286,000 of Debentures
covered by the Warrant to be issued to it.

Compensation to Certain Dealers

‘The Company proposes to compensate securities dealers who are members of the National
Association of Securities Dealers, Inc., for their services in obtaining subscriptions. Such compen-
sation will be paid at the rate of 4 of 1% of the principal amount of Debentures issued and sold
by the Company pursuant to subscriptions by stockholders obtained for the Company by such
securities dealers, but will be paid only where the name of the dealer appears on the warrants
in the place provided for that purpose.

OFFERING OF UNSUBSCRIBED DEBENTURES

The Company has entered into an agreement with G. H. Walker & Co., One Wall Street,
New York 5, New York, and Underwood, Neuhaus & Co. Incorporated, 724 Travis Street, Houston
2, Texas (the “Agents”), under which the Agents have agreed to use their best efforts for a
period terminating two weeks after the expiration of the subscription offer, as agents for the
Company and for its account, to sell any unsubcribed Debentures which were offered to stock-
holders and not subscribed for. The Agents will offer any such Debentures at 100% of the prin-
cipal amount thereof.

The Agency Agreement provides that the obligations of the Agents are subject to the
approval of certain legal matters by counsel and to the conditions that no stop order suspending
the effectiveness of the Registration Statement is in effect and no proceedings for such purpose
are pending before or threatened by the Securities and Exchange Commission, and that there has
been no material adverse change (not in the ordinary course of business) in the condition of the
Company from that set forth in the Registration Statement.
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The Company will pay G. H. Walker & Co, $10,000 for its assistance and advice in connection
with the offering. In addition the Company will pay the Agents additional compensation at the
rate of 2% of the principal amount of unsubscribed Debentures sold by such agents to persons
other than stockholders of the Company and Zapata Petroleum Corporation. Under the terms
of the Agency Agreement the Company reserves the right to permit other securities dealers who
are members of the National Association of Securities Dealers, Inc. to participate in such offering
of unsubscribed Debentures, upon payment of a 2% commission to such dealers on the same
terms as provided in the case of the Agents, and further reserves the right to sell Unsubscribed
Debentures to its stockholders and to stockholders of Zapata Petroleum Corporation without the
payment of any commission or compensation.

G. H. Walker, Jr., the managing partner of G. H. Walker & Co,, is a director of Zapata
Petroleum Corporation.

USE OF PROCEEDS

If all .of the Debentures offered hereby are sold, the Company will realize net proceeds of
approximately $2,071,625, after deducting expenses estimated at $78,375. Such net proceeds
will be added to the general funds of the Company and will be available for its general corporats
purposes,

As set out under “Business and Property” herein, the Company’s two units of offshore drilling
equipment are under contract for primary terms which will not expire until March, 1957, and are
then subject to certain extension options on the part of the operator. The management of the
Company believes it desirable to acquire a third unit under terms which would make it unnecessary,
from.a financing standpoint, to place such unit under long-term contract, so that this unit would
be available for specific drilling projects and for any favorable opportunities which might arise
whereby the Company, through the employment of this equipment, could participate in offshore
drilling ventures for its own account or partially for its own account.

The cost of such a third unit is presertly estimated at approximately $3,000,000 (see “Addi-
tional Drilling Equipment” under “Business and Property”), but such estimate is tentative
and the actual cost of such unit could be materially more or less, dependent upon many factors,
such as the design and manufacturer selected, changes in the cost of labor and material, and
other circumstances. Based on such tentative estimate, however, it is contemplated that approxi-
mately $1,300,000 of such cost would be paid out of the net proceeds of the sale of the Debentures,
and that the remainder of such cost would be obtained through bank loans or other debt financing
(as to which at this time no arrangements have been made). The balance of the net proceeds
of the sale of the Debentures would be added to working capital, thus placing the Company
in a better position to undertake drilling ventures of the type contemplated for such third unit.

The Company has no assurance that all of the Debentures offered hereby will be sold. Should
the amount sold be materially less than that offered hereby, the plans to acquire additional
drilling equipment could be modified or abandoned. In such event, or should the plans to acquire
additional drilling equipment be abandoned by reason of higher than expected costs or for other
reasons, the Company would likely apply up to $750,000 of such proceeds to the retirement of
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its indebtedness to suppliers of existing equipment and add any remaining balance of such proceeds
to working capital.

The Company is unable at this time to allocate such proceeds to any particular purposes
except as indicated above.

BUSINESS AND PROPERTY

The Company was organized in the latter part of 1954 for the purpose of engaging in the
business of drilling oil and gas wells, primarily in the area subject to the jurisdiction of the United
States and the several states lying offshore and extending generally out towards the limits of the
continental shelf. This area is sometimes referred to herein as the “offshore area”. It was believed
that there would be substantial drilling activities in the offshore area and a consequent demand
for suitable drilling equipment and personnel. It was also thought that the ownership and opera-
tion of such drilling equipment might enable the Company to acquire interests in offshore
acreage suitable for oil and gas development. At the present time there is a satisfactory demand
for drilling equipment for use in drilling exploratory and development wells in this area.

The Company's business at the present time consists of the ownership and operation of two
separate units of offshore drilling equipment, one being a self-contained mobile drilling platform
on which there is installed the drilling rig and all other equipment, and the other being a drilling
tender for use in connection with a fixed drilling platform supplied by the operator on which there
is placed the drilling rig. Both units are at work in the offshore area in the Gulf of Mexico under
contracts with major oil companies, as hereinafter described.

Drilling Platform Scorpion

In the latter part of 1954 the Company contracted wth R, G. LeTourneau, Inc. (“LeTour-
neau”) for the construction by LeTourneau of 2 mobile drilling platform of a design developed
by LeTourneau, which platform, on satisfactory completion, would be purchased by the Company.
The platform was satisfactorily completed and purchased by the Company, and on March 20, 1956
was commissioned as the “Scorpion” and placed in service.

The Scorpion is a self-contained mobile drilling platform on which there is installed a drilling
rig and all necessary drilling equipment, crew quarters and storage facilities for drilling mud,
water and fuel. It is basically a large, shallow-draft barge equipped with three electro-mechanically
controlled spuds or legs. It is equipped with generators and electric motor gear reduction to
provide the power to raise and lower the spuds. Its over-all dimensions (including spud levels)
are approximately 185 feet in length, 149 feet in width and 20 feet in depth. The drilling platform
itself is 140 feet long, 80 feet wide and 20 feet deep. The spuds are each 30 feet six inches in
diameter by 140 feet in length and the caisson at the bottom of each spud is 35 feet in diameter.
The slot which is provided for moving off of a completed well is 24 feet by 28 feet four inches.
The multiple electric motor gear units are designed to raise or lower a gross load of eight million
pounds, including the barge, at a rate of approximately two feet per minute,

The Scorpion is towed to the drilling site, where the spuds are lowered to the ocean bottom
and the platform is elevated on the spuds to the desired height above the waves. Upon completion
of a well the operation is reversed, and the platform is lowered and then towed to the next drilling
site. Spring-loaded metallic brakes, magnetically controlled, provide control over drilling plat-
form elevation. The Scorpion is capable of drilling in waters up to 80 feet in depth (taking into
account normal penetration of the spuds into the ocean floor and elevation of the platform to
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customary operating heights above the waves). The spuds are so located as to give the plat-
form a level three point support and are designed so that they may be raised or lowered individually
in order to provide accurate trimming when the ocean floor level varies,

At the date hereof, the Scorpion is engaged in drilling operations for Standard Oil Company
of Texas, pursuant to the contract hereinafter described at a location approximately 3 miles
offshore from Padre Island, Texas.

Drilling Tender Nola I

In March, 1955, the Company acquired from Standard Oil Company of Texas the drilling
tender “Nola I”, formerly a U. S. Navy YF., The Company then had the Nola I extensively
remodeled and re-equipped so as to be suitable for use in offshore drilling operations. The
Nola I was placed in operation on September 30, 1955 and has been continuously engaged since
that date in drilling operations for Standard Oil Company of Texas and for Continental Qil Com-
pany. At the date hereof it is engaged in drilling operations for Continental Oil Company at a
location approximately 10 miles offshore from Vermilion Parish, Louisiana.

The Nola I is 260 feet in length by 48 feet on the beam, and provides storagé for pipe, drilling
mud, cement, water and fuel, as well as the location for certain of the drilling equipment. It
contains the crew quarters and commissary. It is used in conjunction with a fixed platform
furnished by the operator on which there is placed the drilling rig and most of the drilling equip-
ment. The drilling rig and related equipment are held by the Company under a lease-purchase
arrangement with the supplier. See Note 5 to Financial Statements herein.

Auxiliary Services and Equipment

The Company charters cargo and personnel boats for use in conjunction with both the
Scorpion and the Nola I, such boats providing transportation for cargo and personnel from shore
to the drilling location and return. Catering services for the Company’s personnel are also
obtained from an independent contractor, and towing services are provided by independent tug
operators. Certain other specialized services, such as weather forecasting, are furnished by
specialized service organizations, and certain specialized equipment is supplied by others on a
rental basis,

Drilling Contracts

The contract under which the Scorpion is presently opetating is for a primary term of one
year expiring in March, 1957, subject to the option of the operator, Standard OQil Company of
Texas, to extend the same for two additional nine-month periods, or a total of 18 months. The
operator also has the right during a further ten-year period to the first call on the services of the
Scorpion, subject, however, to the rights of third parties under drilling contracts which the
Company may have at any such time with such third parties, and subject, also, to payment of
rates prevailing at the time for similar work and equipment. Under the terms of such contract
the Company warrants that its mobile platform will operate efficiently in certain offshore areas
where the operator has leases, and, if the Scorpion does not operate efficiently in such areas, the
operator may terminate the agreement without further liability.

The Company initially entered into a drilling contract with Standard Oil Company of Texas
covering the Nola I and related equipment for an initial term of 18 months expiring in March,
1957, but subject to substantially the same extension and first call rights as are provided in the
contiact relating to the Scorpion. However, in March, 1956, an arrangement was entered into
between the Company, Standard Oil Company of Texas and Continental Qil Company under
which the Company is presently conducting drilling operations for Continental Oil Company
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under the terms of a drilling contract with that Company. Under this arrangement, the period
covered by the contract with Continental Oil Company will be considered, for purposes of the
term of the original drilling contract with Standard Oil Company of Texas, as time worked under
such original contract.

All such contracts provide for a basic daily drilling rate and for lower rates during periods
when actual drilling operations are not in progress for reasons other than failure of the Company’s
equipment. The Company is not compensated if drilling operations are suspended due to break-
down of the Company’s equipment (except where such breakdown is the result of certain conditions
beyond its control). If drilling operations are prevented for certain specified periods of time by
conditions beyond the control of either party, as set out in the contracts, either party thereto
may terminate the same without further liability. Under all of the contracts the Company is
reimbursed for certain of the drilling expenses.

Additional Drilling Equipment

Under the terms of the contract between the Company and R. G. LeTourneau, Inc, under
which the Company purchased the Scorpion, the Company has an option to acquire any additional
platforms of the same or similar design which may be constructed by LeTourneau during the
period of two years and six months following the date of acceptance of the Scorpion at the bona
fide price at which such platform or platiorms would be offered to other parties.

LeTourneau has discussed with the Company the construction of another platform of similar
design to the Scorpion. The design and engineering studies for such a platform are not complete,
but it is estimated that its cost (together with the drilling rig and related equipment) would be
approximately $3,000,000. The Company is now considering the advisability of contracting for
the purchase of such platform, or, in the alternative, of contracting for the purchase of other off-
shore drilling equipment. The management of the Company believes it advantageous to the
Company to acquire a third unit for offshore drilling operations as soon as reasonably practicable,
but, for the reasons mentioned above, it is not possible at this date to specify whether such addi-
tional unit will be of the LeTourneau design or of some other design. In either event, it is antici-
pated that the cost of such additional unit, including related drilling equipment, will not exceed
approximately $3,000,000, but such estimate is, for the reasons mentioned above, tentative only
and could be materially increased or reduced.

Operational Hazards and Insurance

The Company’s business is subject to the usual hazards of drilling oil and gas wells, such
as the dangers of blowouts, cratering and fires, any of which could suspend drilling operations
and seriously damage or destroy the Company’s equipment. In addition, its business is subject
to the hazards arising from marine operations, such as collision, capsizing, grounding or damage
irom heavy weather, hurricanes or other storms. Operations in getting on and off location in
particular require careful handling to avoid serious damage or injury. The management of the
Company, however, believes it is taking all reasonable precautions to minimize such risks.

The Company makes no attempt to predict the effect on its business and operations of such
factors as technical obsolescense of its equipment, proration regulations limiting the amount of
oil and gas which may be withdrawn from offshore wells, or changes in international, political
or economic conditions. :

The Company maintains broad insurance coverage as to its operations and property. This
includes insurance against liability under Workmen’s Compensation laws and other statutory
liability to employees, and general and marine public liability insurance, The Scorpion and the
Nola I, and related equipment, are also insured against marine and other perils, including loss
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due to capsizing, collision, fire, lightning, hurricane, windstorm, action of waves, well cratering,
blowout and explosion, but not including losses.due to faulty design, war and delay. The policy
limits on the Scorpion and its equipment are $3,000,000 and on the Nola I and its equipment
are $1,500,000. The Company also carries coverage on the Scorpion against loss of use after 30
days with a limit of $4000 per day, but carries no such insurance on the Nola L

Patents

Under the terms of the contract between the Company and LeTourneau referred to above
by which the Company acquired the Scorpion, LeTourneau agreed to defend all claims and suits
and to indemnify and save the Company harmless from loss or expense growing out of any
lawsuit with respect to any infringements or alleged infringement of any United States patent
in respect to the construction of the Scorpion.

Competition

The Company’s business is subject to competition from the several types of equipment used
in offshore drilling. The principal types of offshore drilling equipment presently in use are fixed,
self-contained drilling platforms, smaller fixed platforms attended by seagoing vessels such as
the Nola I, and mobile equipment such as the Scorpion. Competition between the various types
of offshore drilling equipment is affected by different factors, such as the nature of the well
being drilled (exploratory or proven), the depth of the water, the distance from shore and the
type of bottom. The technology in this field is still relatively new, and competition may be
increased by technical improvements or by the development of new types of equipment. There
are indications, also, that an increasing number of mobile drilling platforms are being constructed
or projected for inmediate construction, and it is likely that competition in this type of equipment
will be greater than in the past. If exploration activities in the Gulf of Mexico continue at the
present accelerated pace, these competitive conditions will be intensified.

Employees

At May 1, 1956, 109 persons were employed by the Company. The Company has experienced
no difficulty in hiring employees having the experience required to conduct its operations, and
considers its employee relations to be satisfactory. Due to the nature of the Company’s operations,
its wage rates are generally higher than those paid by companies engaged in comparable operations

on land.
CAPITAL STRUCTURE

The capital securities of the Company which were authorized and outstanding at March 31,
1956, and as adjusted to give effect to the sale of the Debenture offered hereby, is as follows:

Amount to be
Qutstanding
if All
Amount Amount Becurities
Authorized Outstanding Being
or to be as of Registered
Title of Class Authorized March 31, 1956 Are Sold
5% and 6% long-term mortgage notes payable
(including $747,039 due within one year) ........ $2,079,602 $2,079,602 $2,079,602
5% and 6% short-term notes payable.......... 92,826 92,826 92,826
514% Subordinated Convertible Debentures due
July I, 1971 ettt 2,150,000. — 2,150,000
Obligation under lease of drilling rig* .......cccovcvrees 75,000 75,000 75,000
Common stock, par value 50¢ per share .............. 1,500,000 shs.*#* 757,500 shs.** 757,500 shs.**

* See Note 5 to financial statements for details of the lease of the drilling rig.
** Does not include 2,500 shares held in the Treasury and reserved for issuance as explained in Note 6 to the
financial statements,
*** On May 15, 1956, the stockholders of the Company voted to increase its authorized capital stock from 760,000

to 1,500,000 shares. 247,127 shares of such stock will be initially reserved for conversion of the 5Y4%
Subordinated Convertible Debentures. .
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SUMMARY OF EARNINGS

A summary of earnings for the periods from October 25, 1954 (date of incorporation), through
March 31, 1956, is presented in the tabulation below. The information set forth below under this
caption has been examined by Arthur Andersen & Co., independent public accountants, as set
forth in their certificate dated May 15, 1956, appearing elsewhere in this Prospectus. This sum-
mary of earnings should be read in conjunction with the financial statements and related notes

included elsewhere in the Prospectus.

Contract Drilling Income (the mobile offshore drilling platform had
been in operation ten days at March 31, 1956; the drilling tender
began operations October 1, 1955) ..o

Costs and Expenses (Notes 7 and 8):

Drilling Operations .......ccccciceniecmineee e ssseeses e srenees
General and administrative ..o e se s ont e serenens
Interest ..eevcerieeci e

Net income (loss) before provision for Federal income
TAXES L

Provision for Federal Income Taxes (by reason of the carry-forward
of the operating loss for the period October 25, 1954, through Sep-
tember 30, 1955, taxes of $12,393 otherwise payable for the six
months ended March 31, 1956, have been eliminated) ..........ccouniveronnnns

Net income (1058) .vcvrcrerirennns raeteaeee et een et et raerssen s eaeanennrn

NOTE: Net income for the six months ended March 31, 1956, after
Federal income taxes computed without benefit of the carry-forward
of the operating loss for the period October 25, 1954, through Sep-
tember 30, 1955, and the net loss for such earlier period after

deducting the tax reduction resulting therefrom in the six months
ended March 31, 1956, amOUnt t0 ....ooovieiieeeoeercctce e s s seteanas

S
October 25, Mo:-lxths
1954, Through Ended
September March
30, 1955 31,1956

$ — $844.,628
$§ — $716,394
97,835 66,778
— 32,334

$ 97,835 $815,506
$(97,835) $ 29,122
$(97,835) $ 29,122
$(85,442) $ 16,729

The total interest requirements on all long-term debt of the Company for the twelve months’
period commencing April 1, 1936, after giving effect io note maturities, are $221,876, which includes
$118,250 representing annual interest requirements on the total amount of debentures being

registered.
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MANAGEMENT

The directors and executive officers of the Company are:

Name Address Position
George H. W. Bush First City National Bank President and Director
Building,
Houston, Texas
Wayne H. Dean First City National Bank Vice President and Director
Building,
Houston, Texas
J. Hugh Liedtke Midland, Texas Treasurer and Director
Hoyt S. Taylor First City National Bank Secretary and Director
Building,
Houston, Texas
Sam G. Winstead Republic National Bank Director
Building,
Dallas, Texas
Milton R, Underwood Houston Club Building, Director
Houston, Texas
Robert 1. Parish Bank of the Southwest Director and
Building, Assistant Secretary

Houston, Texas

George H. W. Bush has been President of the Company since its inception. He is also
Vice President, Secretary and Treasurer of Zapata Petroleum Corporation and Vice President of
Zapata Drilling Company. He was formerly President of Walker-Bush Corporation and of Bush-
Overbey Oil Development Company (to the business of both of which Zapata Petroleum Corpo-
ration has succeeded).

Wayne H. Dean, prior to his employment by the Company in November, 1954, was employed
by Kerr-McGee Oil Industries, Inc., as manager of Drilling (domestic and foreign) in the
Oklahoma City home office, and, prior to that, as manager of Gulf Coast operations with offices
in Morgan City, Louisiana. In each of such capacities, he was in charge generally of offshore
operations for Kerr-McGee Qil Industries, Inc.

J. Hugh Liedtke has been President of Zapata Petroleum Corporation since its organization
in April, 1953. He is Vice President of Zapata Drilling Company and President of Zavala Oil
Company (a wholly owned subsidiary of Zapata Petroleum Corporation). Prior to April 1, 1953,
Mr. Liedtke was an independent oil operator.

Hoyt S. Taylor, prior to his employment by the Company in November, 1954, was chief
drilling engineer for the Gulf Coast division of Kerr-McGee Oil Industries, Inc., in which
position he took part in offshore drilling operations for that organization. He was chief coordi-
nator during construction of the Scorpion and, in such capacity, worked directly with the staff
of LeTourneau at Longview, Texas and at Vicksburg, Mississippi where such work took place.
He is a graduate of the University of Kansas with a BS degree in mechanical engineering.

In May, 1955 the Company granted to Hoyt S. Taylor, Secretary of the Company, an option
to purchase 2500 shares of the Company’s Common Stock, exercisable in installments over the
five-year period commencing with the granting of the option. The option rights terminate upon
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any termination of employment and are not assignable except by will or intestate succession. The
option price is $5 per share, being 95% of the closing asked price of such stock on the over-the-
counter market on the date of its grant. In the opinion of counsel for the Company this option
qualifies as a restricted stock option under the Internal Revenue Code of 1954. See Note 6 to
Financial Statements herein.

During the fiscal period ending September 30, 1955 the Company paid aggregate remuneration
to all officers and directors as a group of $19,200. It is estimated that such aggregate remuneration
during the present fiscal year will be approximately $38,300.

The following tabulation sets forth as of May 1, 1956, the number of shares of Common

Stock owned beneficially and of record by Zapata Petroleum Corporation and by the executive
officers and directors of the Company as a group.

Shares Percent

Qwned of Class
Zapata Petroleum Corporation ... 369,000 48.7%
Officers and DHIECtOrS oottt es 42,047 5.6%

ORGANIZATION OF THE COMPANY AND RELATED TRANSACTIONS

The Company was organized by Zapata Petroleum Corporation and Wayne H. Dean, who
is employed by the Company as its Vice President in charge of operations (see “Management”
as to the business experience of Mr. Dean). Petroleum paid into the Company in cash the sum
of $271,000 in consideration of the issue to it of 369,000 shares of the Company’s Common Stock.
Mr. Dean, by means of an advance to him by Petroleum, paid into the Company the sum of
$19,000 in cash as the consideration for the issue to him of 38,000 shares of the Company’s
Common Stock.

Mr, Dean was employed by the Company as its Vice President pursuant to the terms of an
employment contract under which he is to receive a salary of $20,000 per year for the five-year
period commencing November 5, 1954. See Note 4 to the Financial Statements herein.

It is not contemplated that either Petroleum or its 80%-owned subsidiary, Zapata Drilling
Company, will engage in the offshore drilling business, but it is possible that Petroleum may
in the future acquire leases or interests in leases in the offshore area. The Company has been
advised by Petroleum, however, that it has no present intention of so doing,

Under the terms of the purchase contract for the Scorpion, Zapata Petroleum Corporation
guaranteed to R. G. LeTourneau, Inc. the performance by the Company of all its obligations
under the LeTourneau contract until the balance remaining unpaid on the full purchase price
for the Scorpion has been reduced to $450,000, at which time Petroleum will be released from all
further liability under that contract. See Note 1 to Financial Statements herein.

The Company and Petroleum entered into a purchase option contract in August, 1955 under
which Petroleum was granted for a period ending in September, 1957, a first refusal as to any
sale of the Nola I, and a purchase option at whichever is greater at the time of (a) $500,000 or
(b) the principal amount of certain indebtedness against the Nola I plus $50,000. The purchase
option rights, however, may be nullified by the Company by releasing Petroleum from its
obligations under the contract, which consist of an option on the part of the Company, during
the same period and at any time when the Company may be in default under its bank loan obtained
to finance the acquisition of such vessel, to require Petroleum to purchase the Nola I at $305,000
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(if the Standard Oil Company of Texas drilling contract is then in effect) or at the then principal
amount of such bank loan ii such drilling contract is not in effect. The Company assigned its
rights under such contract as collateral security for such bank loan.

DESCRIPTION OF DEBENTURES

General

The Debentures are to be issued under an Indenture with Texas National Bank of Houston,
as Trustee, herein referred to as the “Indenture”. The statements herein concerning the Deben-
tures and the Indenture are merely an outline and do not purport to be complete. They make
use of terms as defined in the Indenture and are qualified in their entirety by express reference
to the cited Sections and Articles.

The Debentures will not be secured. There are no provisions in the Indenture requiring the
maintenance of any ratio of assets, restricting the declaration of dividends or the application of the
proceeds of the sale of the Debentures, prohibiting the securing of other securities without secur-
ing the Debentures, or requiring the creation of reserves for depreciation or maintenance. The
Debentures will confer no voting rights on the holders thereof. The Indenture contains no
amortization or sinking fund provisions.

Date, Interest and Payment

The Debentures will be dated July 1, 1956, will mature July 1, 1971, and will bear interest
at the rate of 5}49% per annum, payable on January 1 and July 1. Principal and interest are
payable in Houston, Texas, and in New York City.

Redemption Provisions

The Debentures will be redeemable, in whole or in part, on 30 days’ notice at 100% of their

principal amount plus unpaid interest accrued to the redemption date (See Indenture, Sections
3.01 and 3.02).

Terms of Conversion

The holder of any Debenture will have the right, at his option (except that in case such
Debenture shall be called for redemption such right will terminate as provided in the Indenture)
to convert the principal thereof into shares of Common Stock of the Company at the conversion
price set forth on the cover page hereof. The number of full shares issuable upon conversion
will be determined by dividing the principal amount of Debentures presented for conversion by
the conversion price at the time in effect. In lieu of issuing fractional shares or scrip upon any
conversion, the Company will pay an appropriate adjustment in cash (Sections 4.01 and 4.02).

The Indenture contains appropriate provisions requiring an adjustment of the conversion
price in certain cases, including the sale of Common Stock at a price below the then conversion
price, subdivisions and combinations of outstanding Common Stock or a recapitalization, merger
or consolidation (Sections 4.03, 4.04 and 4.05).

Upon conversion of Debentures into Common Stock no allowance or adjustment will be made

either for accrued interest upon the Debentures or accrued dividend rights upon the Common Stock
(Section 4.04).
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Certificates for shares of Common Stock issued upon conversion of Debentures shall be issued
without charge with respect to the issuance thereof to the converting Debenture holders except
that such holders will be required to pay any tax which may be payable in respect of any transfer
to others involved in the issuance and delivery of certificates (Section 4.07).

‘Whenever the conversion price and the payment thereof should be adjusted as set forth in
Section 4.03 of the Indenture, the Company shall file with the Trustee a statement signed by
its President or one of its Vice Presidents specifying the adjusted conversion price and its basis
and method of calculation (Section 4.08).

Subordination

The Debentures are to be subordinated in right of payment to the prior payment in full of all
Senior Indebtedness, being, generally, all other indebtedness of the Company now outstanding or
hereafter incurred, including contingent obligations. Upon any dissolution, winding up, liquida-
tion or reorganization of the Company, the holders of all Senior Indebtedness shall be entitled to
receive payment in full before the holders of the Debentures are entitled to receive any payments.
Notwithstanding the subordination provisions, the Company may, at any time, except during
the pendency of any such dissolution or winding up, make payments on the Debentures, and the

Trustee may at any time apply moneys deposited with it to payments on the Debentures. {(Sections
1.01, 2.08, 2.09 and 2.10.)

Modification

The rights of the Debenture holders may be modified with the consent of 6624% of the Deben-
tures. In general, no modification of the terms of payment of principal or interest or of the con-
version rights, and no modification reducing the percentage required for modification, is effective
against any Debenture holder without his consent. (Section 13.02.)

The Trustee

Texas National Bank of Houston is a depositary of the Company’s funds, and a creditor of the
Company in connection with certain bank loans. The Trustee is permitted to engage in other
transactions except that if it acquires any conflicting interest it must eliminate it or resign. It

is required in certain cases to share the benefit of payments received within four months of
default. (Sections 10.06, 10,10 and 10.11.)

Defaults and Action by Trustee

An event of default is defined as being: default in payment of principal; default for 30 days
in payment of interest; certain events in bankruptcy, insolvency or reorganization; and default
for 60 days after notice in other covenants (Section 6.01). The Trustee may withhold notice of
default (except in payment of principal or interest) if it thinks it in the interest of the Debenture
holders (Section 9.05).

Upon the occurrence of a default, the Trustee or holders of 25% of the Debentures may
accelerate the maturity of the Debentures, but holders of a majority of the Debentures may, in
any such case, annul such declaration and destroy its effect if such default has been cured (See
Section 6.01).

Holders of a majority in principal amount of the Debentures have the right to direct the
time, method and place of conducting all proceedings for any remedy available to the Trustee
(Section 6.02),

No holder may institute any suit, action or proceeding for the execution of any trust under
the Indenture, or for the appointment of a receiver or any other remedy under the Indenture,
unless such holder shall have given the Trustee written notice of default, nor unless the holders
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of 25% of the Debentures have requested the Trustee in writing to act and have offered the
Trustee reasonable opportunity to act, and the Trustee shall have declined or failed to act. The
foregoing is not to impair the right of a Debenture holder to enforce payment of the principal
of and interest on his Debentures on the respective due dates (Section 6.07).

The Trustee, prior to default, undertakes to perform only such duties as are specifically set
forth in the Indenture and, after default, shall exercise the same degree of care as a prudent
man would exercise in the conduct of his own affairs (Section 10.01). Subject to such provisions,
the Trustee shall not be required to exercise any of the powers vested in it by the Indenture at
the request of any holders of Debentures unless offered reasonable indemnity by such holders
against the costs, expenses and liabilities to be incurred thereby (Section 10.04).

Satisfaction and Discharge of Indenture

The Identure may be discharged upon payment or redemption of all the Debentures or upon
deposit with the Trustee of funds sufficient for payment or redemption (Article Twelve).

Evidence of Compliance with Provisions of the Indenture
Every request by the Company for action by the Trustee must be accompanied by a certificate

and an opinion of counsel as to compliance with conditions precedent provided for in the Indenture
(Section 14.03).

DESCRIPTION OF COMMON STOCK

The Common Stock is entitled, subject to the restrictions summarized in note (1) to the
Financial Statements herein, to dividends as and when declared by the Board of Directors;
is vested with all voting rights, each share being entitled to one vote; is entitled upon liquidation
to receive the entire net assets of the Company; is not subject to redemption and has no sinking
fund and no preemptive rights. Shares presently outstanding and those to be outstanding upon
conversion of the Debentures offered hereby will not be liable to assessment or further calls.

The First City National Bank of Houston, Houston, Texas is the Transfer Agent and
Registrar for the Common Stock.

EXPERTS AND LEGALITY

The legality of the 534% Subordinated Convertible Debentures offered hereby will be passed
upon for the Company by Messrs. Baker, Botts, Andrews & Shepherd, Esperson Building,
Houston 2, Texas, and for the Agents by Messrs. Winthrop, Stimson, Putnam & Roberts, 40 Wall
Street, New York 5, N, V,

The financial statements and schedules included in this Prospectus and elsewhere in the
Registration Statement, and the information contained in the Prospectus under the ecaption
“Summary of Earnings” have been examined by Messrs. Arthur Andersen & Co., Independent
Public Accountants, as set forth in their certificate appearing herein and letter of opinion appearing
elsewhere in the Registration Statement, and are included herein in reliance upon the authority
of said firm as experts in giving such certificates and letter of opinion.

The statements made as to matters of law and legal conclusions under the heading “Descrip-
tion of Debentures” have been reviewed by Messrs. Baker, Botts, Andrews & Shepherd, and
other statements as to matters of law and legal conclusions, where indicated, have been made
on the authority of such counsel,
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AUDITORS’” CERTIFICATE

To the Board of Directors,

Zarata OFF-SHORE COMPANY:

We have examined the balance sheet of Zapata Off-Shore Company (a Delaware corporation)
| as of March 31, 1956, and the related statements of surplus and cash receipts and disbursements
for the period October 25, 1954 (date of incorporation) through September 30, 1955, and the
six months ended March 31, 1956. We have also examined the related summary of earnings
for the above periods appearing elsewhere in the Prospectus. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests
of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the accompanying statements present fairly the financial position of Zapata
Off-Shore Company as of March 31, 1956, and the results of operations and cash receipts and
disbursements for the period October 25, 1954, through September 30, 1955, and the six months
ended March 31, 1956, and were prepared in conformity with generally accepted accountlng
principles applied on a consistent basis during the periods under rev:ew
Houston, Texas A
May 15, 1956 ) ﬁ V4 ﬁ_% (At o Nk

ArTHUR ANDERSEN & Co.
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ZAPATA OFF-SHORE COMPANY
BALANCE SHEET
March 31, 1956

ASSETS
Current Assets:
051« OO OO OO SRE Y UGSV SRS $ 12991
Accounts receivable —
CUSLOIMETS  ..ocinieiiie e sienee st e ettt en e e s bbbt ane $ 245,154
OFHET et e b e e 31,941 277,095
$ 290,086
Property and Equipment, at cost:
Mobile offshore drilling platform and equipment, pledged to
secure first preferred mortgage notes payable (Notes 1 and 5) $3,213,055
Drilling tender and equipment, pledged to secure long-term notes
payable and a six per cent short-term note payable to a supplier
(Notes 2 and 3)...o.oovvcvirececineecrr s scrsesesssaseessssm s s sseesssesasens 823,546
Automobiles and office equipment ........ocovviinivevmnncnncseen e 21,370
$4,057,971
Less — Reserves for depreciation (Note 7)....ccooriviniceeinnanrenes 93,702 3,964,269
4 _
Deferred Pre-Operating Expenses of the Mobile Offshore Drilling
Platform and Drilling Tender (being amortized over the first year
of operations of each UNIt) .o s 98,477
Other ASSEES ..o vt sess e benssnt s rasssst ot snssrsats st 22,734
$4,375,566

(The accompanying notes to financial statements are an integral part of this balance sheet.)
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ZAPATA OFF-SHORE COMPANY
BALANCE SHEET

March 31, 1956

LIABILITIES
Current Liabilities:
Five and six per cent short-term notes payable to supphers (Note

3 . et s $ 92826
Amount due thhm one. year on long-term debt ................................ ' 747,039
Accounts payable —
Zapata Petroleum Corporation ... eeieromerrorcerecsmons 7,175
L0231 OO 272,029

Accrued liabilities —
Salaries and wages .. 10,274
Taxes other than Federal INCOME.. ... rmesseeererseeroon 12,671
L7 (TS TPV UR VR SRR 10,658
$1,152,672

Long-Term Debt:

Six per cent first preferred mortgage notes payable, secured by
mobile offshore drilling platform and equipment (excluding
$567,039 due within one year) —Note 1 .. $ 907,961

Five and six per cent notes payable — secured by drilling tender
and equipment (excluding $180,000 due within one year) — |
NOLE 2 oottt ss e e st et e e 424,602 1,332,563

Commitments and Contingent Liabilities:

Commitment for rental payments on a uséd drilling rig
and purchase obligation under a lease purchase option
agreement in the event option is exercised on August
30, 1956, as more fully explained in Note 5(a).......... $387,284

Other commitments and contingencies (Notes 4 and 5)

Capital Stock and Surplus:
Common stock, 50¢ par value, authorized and issued 760,000

shares (Notes 4 and 5) v sessrsee s 9 980,000
Capital surplus ... das st 1,091,479
Earned surplus (deﬁc:t) — Note 1 e Rt e bttt (68,713)
$1,902,766
‘Less — Common stock repurchased, 2,500 shares, at cost (Note 6) 12,435 1,890,331

$4,375,566

(The accompanying notes to financial statements are an.integral part of this balance sheet.)
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ZAPATA OFF-SHORE COMPANY
STATEMENTS OF SURPLUS

For the Period October 25, 1954 (Date of Incorporation) Through
September 30, 1955, and the Six Months Ended March 31, 1956

October 25, Six Months
1954 Thtough Ended
September 30, March 31,
1955 1956
STATEMENT OF CAPITAL SURPLUS
Balance, beginning of period ......coccvvimeieieniesinneinnnssssssssvsssssernennne $ — $1,401,479

Add:

Excess over par value of proceeds of sale of common stock —
369,000 shares sold for $271L,000 ...cccove i eer st seresenmas 86,500 —

315,000 shares sold for $1,496,250, less stock issue expenses
of B2B,771 et e et 1,314,979 —

Excess of market value over par value of 38,000 shares of common
stock issued as partial consideration for the mobile offshore
drilling PIAtfOrm ...t rrerees — 180,000

Balance, end of period ...ttt s $1,401,479 $1,591,479

STATEMENT OF EARNED SURPLUS

Balance, beginning of period ... § — $ (97,835
Add— Net income (Ioss) for the penod (sec note to Summa.ry of

Earnings) .. s N . rerrearar e et te e sarebe e sarnens (97,835) 29,122
Balance, end of period ... veeereessseisn e 3 (97,835) $ (68,713)

(The accompanying notes to financial statements are an integral part of these statements.)
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ZAPATA OFF-SHORE COMPANY

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

For the Period October 25, 1954 (Date of Incorporation) Through
September 30, 1955, and the Six Months Ended March 31, 1956

Combined
Periods
October 25, Six Months October 25,
1954 Through Ended 1954 Through
September 30, March 31, March 31,
1055 1956 1956
Cash Balance, beginning of period ..., $ — $ 325778 § —
Add — Receipts:
Contract drilling income ......cccoooeeieeviieieece e F — $ B44,628 § 844,628
Proceeds of borrowings (see Note) — ;

Six per cent first preferred mortgage notes .......... — 1,550,000 1,550,000

Five and six per cent long-term notes .................... 104,602 575,000 679,602

Five and six per cent short-term notes ............... — 97,826 97 826
Advance by Zapata Petroleum Corporation, includ-
ing $35,000, the initial payment on the construction
contract with R. G. LeTourneau, Inc., which was
paid direct by Zapata Petroleum Corporation. The
advance was subsequently applied in payment of
407,000 shares of common stock issued by the
Company ($19,000 of which was considered to be
a loan to Mr. Dean and was applied in payment of

38,000 shares issued to him)..........oooovveiveccrirreen. 290,000 —_ 290,000
Proceeds to Company of public offering of 315,000

shares of common stoek ... 1,496,250 — 1,496,250

Proceeds from sale of drill pipe...coevrrevcrececirenee — 48,883 48,833

Total receipts .....cocceiencccicinnecvinieee. $1,800,852  $3,116,337 $5,007,189

$1,800,852  $3442,115  $5,007,189

Deduct — Disbursements:

Mobile offshore drilling platform and equipment —

Advances on construction coatracts, including

$35,000 previously paid by Zapata Petroleum
Corporation per above..........cccovvrvirererinrceenncns $ 628200 3% — $ 628,200

Additional cost of constructing and equipping
platform less $209,000 which was paid by
issuing 38,000 shares of Company's common
stock to R. G. LeTourneay, Inc. .oocvevvveieencnnn, — 2,375,855 2,375,855

$ 628200  $2,375,855 $3,004,055
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ZAPATA OFF-SHORE COMPANY

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS — (Continued)

For the Period October 25, 1954 (Date of Incorporation) Through
September 30, 1955, and the Six Months Ended March 31, 1956

Purchase of —

Drilling tender and related equipment (includ-
ing drill pipe sold in 1956 which cost $35,190)

Automobiles and office equipment ........coccoovurennnne
Treasury stock ..o e s

Costs and expenses —

Drilling operations (excluding depreciation of
$93,226 and $866 loss on sale of drill pipe)........

General and administrative (excluding deprzcia-
tion of $3,986 and $1,931 respectively).............

TINEEIEST ooroeiiieccieece et cers s nesese e e raetasaesrneeeesan

Deferred pre-operating expenses (net of amortiza-
HOM) e e

Payments on notes ...
Capital stock issue expense ...........iciverioecenns
OThEr o

Add (Deduct) — Net change in accounts payable, ac-
crued liabilities and accounts receivable ........oooovemrveeeann,

Cash Balance, end of perfod...........ocoovcevccceiiviierr i

Combined
Periods
October 25, Six Months October 25,
1954 Through Ended 1954 Through
September 30, March 31, March 31,
1955 1956 1956
$ 785,688 $ 93,048 $ 878,736
18,327 3,043 21,370
12,435 —_ 12,435
$ 816,450 $ 96,001 $ 912,541
$ — $ 622,302 $ 622,302
93,849 64,847 158,696
— 32,334 32,334
$ 93,849 $ 719,483 $ 813,332
$ 50,524 $ 47,953 3 98477
— 155,000 155,000
23,771 — 23,771
2,006 20,728 22,734
$1,614,800 $3,415,110 $5,029,910
$ 276052 $ 27005 § (22721)
49,726 (14,014) 35,712
$ 325778 $ 12991 $ 12901

NOTE: For the purposes of this statement, notes issued as partial consideration for the construction or purchase

price of the driIliqg tender and mobile offshore platform and equipment have been shown as cash re-
ceipts; corresponding amounts are likewise shown as disbursements for the acquisition of such proper-

ties.

(The accompanying notes to financial statements are an integral part of this statement.)
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ZAPATA OFF-SHORE COMPANY

NOTES TO FINANCIAL STATEMENTS
March 31, 1956

(1) First Preferred Mortgage Notes Payable

The six per cent first preferred mortgage notes payable represent the unpaid portion of
the construction or purchase price of ‘the mobile offshore drilling platform and equipment.
Such indebtedness is evidenced by two notes in the original principal amounts of $900,000 and
$650,000 dated December 21, 1955, and March 19, 1956, respectively. The first note is payable
in consecutive monthly installments of $25,000, plus accrued interest, commencing on Febru-
ary 1, 1936, and extending through January 1, 1959. Three such installiments had been paid
at March 31, 1956. The second note is payable in consecutive monthly installments of $25,000,
including interest, commencing on May 1, 1956, and monthly thereafter until such note is
paid in full.

The mortgage also provides (a) that the Company will carry customary insurance on
the platform and equipment so leng as the notes remain unpaid and (b) that prior to pay-
ment in full of the notes, without prior approval of the holders thereof, no payment or distri-
bution, whether by dividend, by purchase, or by way of complete or partial redemption,
or in any other way, will be made upon or with respect to any stock of the Company now or
at any time in the future issued or outstanding, nor will any sinking fund or other setting
aside of or earmarking of funds be permitted.

The contract for the construction of the mobile offshore drilling platform provides (a)
that Zapata Petroleum Corporation guarantees prompt and complete performance by the
Company of all obligations until the $300,000 note has been reduced to the principal sum of
$450,000 and (b) that the constructor will indemnify the Company from any loss or expense
from all claims or suits growing out of any infringement or alleged infringement of any
U. S. patent in respect to the construction of the platform.

(2) Long-Term Notes Payable

The five and six per cent long-term notes payable are comprised of the following:

Unpaid
Balance
March 31, 1956

(a) A five per cent bank loan in the original principal amount of $575,000
dated October 11, 1955.......cooirine et rree et be e een et e serre e e $500,000

The loan is to be repaid over a period of two years commencing De-
cember 1, 1955, in monthly installments of $15,000, plus accrued interest,
and the balance on maturity and is secured by a preferred ship mortgage
on the drilling tender. The Company has agreed to transfer to the bank
the right to any and all sums payable to the Company under its initial
drilling contract so long as the Company is in default on its payments.
The Company has collaterally assigned to the bank its rights under a
purchase option contract between the Company and Zapata Petroleum
Corporation which provides, among other things, that Zapata Petroleum
Corporation (at the Company’s election during any time in which the
bank loan is in default in the payment of principal or interest) will pur-
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ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — ( Continued )
March 31, 1956

March 31, 1956
chase the drilling tender Nola I at whichever is applicable of the follow-
ing purchase option prices:

(1) The then unpaid balance of the bank loan if the initial drilling
contract or a renewal or extension thereof is not then in effect; or

(2) The sum of $305,000 if said drilling contract or renewal or extension
thereof is then in effect.

(b) A six per cent note dated Qctober 11, 1955, due two years from date of
note, secured by a mortgage on the drilling tender which is sub-

ordinate to the $575,000 bank I0an.....ccimiiiiinesse e vsseese s 104,602

$604,602

Y.ess — Amount due within one year....cooioieeetveenns 180,000

$424,602

All long-term debt matures over the next three years as follows: '
Year ending March 31, 1957 . et $ 747,039
Year ending March 31, 1958 . ..ot 1,009,874
Year ending March 31, 1959, ..o 322,689
$2,079,602

(3) Short-Term Notes Payable

Short-term notes payable are composed of a five per cent note dated March 21, 1956, in
the amount of $51,237 payable in 12 consecutive monthly installments of $4,270 each beginning
May 1, 1956, and a six per cent note dated February 20, 1956, in the amount of $41,589 payable
in installments of $5,000 on April 1, 1956; $2,713 on April 15, 1956; $4,044 on May 1, 1956;
$2,712 on May 15, 1956, and $2,712 on the 15th of each month thereafter through March 15,
1957. The six per cent note is secured by a purchase money mortgage on 15,000 feet of drill
pipe.

Subsequent to March 31, 1956, short-term bank loans have been obtained by the assign-
ment of amounts due under the Company’s drilling contracts. Such loans are being repaid

out of subsequent collections. The outstanding balance of such loans amounted to $225,000
at May 15, 1956.

(4) Employment Contract

The Company has entered into an agreement with Mr. Dean whereby Mr. Dean is to be
employed for a five-year pericd from November 5, 1954, at a salary of $20,000 per year. The
agreement provides for payment by Mr, Dean or by the Company of certain liquidated dam-
ages (maximum of $80,000) in the event of breach of contract by either party during the
term of the agreement. However, the agreement provides that if at any time during the
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(5)

ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — (Continued )

March 31, 1956

period of the agreement neither Mr. George Bush nor Mr. Hugh Liedtke (officers and directors
of the Company) is included in the management of the Company, Mr. Dean shall be entitled
to terminate the agreement without being liable to any extent for such termination. The
agreement also provides that, under certain specified conditions, the Company, during the
period covered by the agreement, has the right to purchase from Mr. Dean the 38,000 shares
of the Company’s common stock presently owned by him at a price equal to the highest
firm, bona fide cash offer which Mr. Dean or any member of his family has then received
from any third party.

Commitments and Contigent Liabilities

(a) The Company has rented a used drilling rig (for use with the drilling tender
Nola I) from a supply company for a period of one year from September 1, 1955, at a rate
of $15,000 per month. At any time during the term of the lease the Company has the option
to purchase the equipment for $474,284 and may apply 90 per cent of all rentals paid against
the purchase price. If the Company elects to purchase, the outstanding balance shall be
paid in monthly installments of $15,000 with interest at six per cent per annum, and will be
secured by a mortgage on the equipment. The management of the Company presently intends
to exercise this option prior to expiration of the lease.

(b) The Company has entered into various contracts for services such .as boat rentals,
catering services, etc., to enable it to carry out the terms of the drilling contracts entered
into in respect to the mobile offshore drilling platform and drilling tender. The contract
price for such services will aggregate approximately $2,000 per day. The boat charters
provide for a primary term of eighteen months with options by the Company to extend
the period another eighteen months.

(c) Under the terms of the contract entered into with R. G. LeTourneau, Inc., for the
construction of the mobile offshore drilling platform, LeTourneau has agreed that it will
not begin the construction of any additional platform of similar design for a period of six
months from the date of acceptance of the first platform (the first platform was accepted
by the Company on December 21, 1955). At the expiration of such six-month period and
for a period of two years thereafter, the Company shall have the option to purchase any
similar platform or platforms constructed by LeTourneau at any bona fide price at which
such equipment would be offered to other parties.

The Company presently proposes to offer $2,150,000 of 5}4% Subordinated Convertible
Debentures due July 1, 1971 to the public. Reference should be made elsewhere in the Pros-
pectus for the details of this offering, the use of the proceeds therefrom, and the Company’s
consideration of the acquisition of a third unit of drilling equipment, which is presently
estimated to cost (together with related equipment, including the drilling rig) approximately
$3,000,000.
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ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — (Continued)

March 31, 1956

In connection with the above offering, the stockholders of the Company have voted to
amend its Certificate of Incorporation to increase the authorized number of shares of its
capital stock to 1,500,000 shares.

Stock Purchase Option

The 2,500 shares of treasury stock of the Company is reserved for the issuance to
Mr. Hoyt Taylor, an employee of the Company, under the terms of a stock purchase option
granted on May 13, 1935, by the Company which includes the following provisions:

(a) Mr. Taylor may acquire the shares for 95 per cent of the base price, which is
the closing asked price on the over-the-counter market on May 13, 1955 (approximately
$5 per share).

(b) The option shall be for a period of five years from May 13, 1955, to be exercised
in installments as defined in the agreement.

Depreciation, Maintenance and Retirement Policies

Depreciation is provided for financial accounting purposes on the straight-line method
based upon the estimated physical life of the assets. Annual rates are as follows;

Classification Rate
Mobile offshore drilling platform.......ccoioiiiies. 20%
Drilling tender —
FUll ottt ettt en 1214%
MOdIfiCatiOnNS .cooveeiieiececccceee et et eaesaas 20%
Drilling TIZS ..ot srasenseeasnsense 20%
Drill PIPE oo csissrenses s SOV4 %0
AUtomobiles ... e 209
Furniture and office equipment......cccccoomvniinieiciceeeececeeeenne 10%

Maintenance and repairs are charged against income when incurred. Renewals and
betterments which extend the useful life of the equipment will be capitalized and the replaced
units will be retired by removing the cost from the asset account and the accumulated depreci-
ation from the reserve account. Retirement gains or losses are credited to, or charged
against, income.
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ZAPATA OFF-SHORE COMPANY

Notes to Financial Statements — (Continued )
March 31, 1956

(8) Supplementary Profit and Loss Information

Maintenance and repairs, depreciation, rentals and taxes have been charged to drilling
operations or general and administrative expenses as follows:

October 25, Six Months
1954, Through Ended
September 30, March 31,
1955 1956
Maintenance and Repairs —
Drilling Operations ............... . S $ 16,536
General and Admmlstratwe Expense .................... — 57
$ — $ 16,593
Depreciation —
Drilling Operations ..........voiciciieennnsaeconeneas $ — $ 93,226
General and Administrative Expense......ccccoce.. 3,986 1,931
$ 3986 $ 95,157
Rentals —
Drilling Operations .. s $ — $289,084
General and Admm1strat1ve Expense .................... 2,226 2,015
$ 2,226 $291,099
Taxes, Other Than Federal Income Taxes —
Drilling Operations —
Payroll ... B — $ 6,814
OthEr ot e s — —
$ - $ 6814
General and Administrative Expense —
Payroll ... 1,023 554
Other e s e 83 374
$ 1106 s 170

No royalties or management and service contract fees have been paid.
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FURTHER INFORMATION

This Prospectus omits certain information contained in the Registration Statement on file
with the Securities and Exchange Commission, Washington, D. C. The Registration Statement
may be inspected by anyone at the office of the Commission without charge and copies of all or
any part of it may be obtained upon payment of the Commission’s charge for copying.

ZAPATA OFF-SHORE COMPANY

By Georce H. W. Busye
President




PART II
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 23. Other Expenses of Issuance and Distribution

Securities and Exchange Commission — Registration fee .........oeenn. $ 235.00

Federal original issuance 1ax ... 2,585.00%
Legal 888 ittt e bt 12,500.00*
Accountants’ fees and eXPENSes ... 4,000.00*%
Printing eXPenses ... et 10,000.00*
Subscription agents’ and Trustee’s fees and expenses .....c.cocvrvecnn 4,000.00*
Blue-sky qualification ... 3,500.00%
Preparation of securities ... 3,000.00*
Miscellaneous expenses ........ Steseerrers s enearkire s ar e e neneaaEere b et s e e e mnatsmtrn e 1,680.00*%

Total it s $41,500.00%

* Estimated.

Item 31, Financial Statements and Exhibits

(b) Statement on Form T-1 of Texas National Bank of Houston.
(c) Exhibits:
Exhibit No. Item

1 —Form of Agency Agreement.
4(a) —Form of Warrant.
4(b) —Form of Debenture (included in Exhibit 4(c)).

4(c) —Form of Debenture Indenture to be dated as of July 1, 1956 with Texas
National Bank, as Trustee.

UNDERTAKING

The Registrant hereby undertakes to file a Post-Effective Amendment to withdraw from
registration any of the Debentures presently being registered which remain unsold upon
termination of the offering,




SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant,
Zapata Off-Shore Company, a corporation organized and existing under the laws of the State of
Delaware, has duly caused the amendment to this Registration Statement to be signed on its behalf
by the undersigned, thereunto duly authorized, and its Sﬁd to be hereunto affixed and attested, all
in the City of Houston and the State of Texas on the ) i day of June, 1956.

ZAPATA OFF-SHORE COMPANY
Registrant

. (% W. Bush, President)

Pursuant to the requirements of the Securities Act of 1933, as amended, the undersigned
have signed the amendment to this Registration Statement on the respective dates set beside their
names.

Principal executive officer:

...................... V/’ W/ President June ?, 1956
(Gesre H. W. Bush)
Principal financial and accounting officer:
Treasurer June f, 1956

Pursuant to the requirements of the Securities Act of 1933, as amended, the undersigned, a
majority of the Board of Directors, have signed the amendment to this Registration Statement
on the respective dates set beside their names.

/D B DA A e e A Director June 9, 1956

........................................................................... Director June K 1956
(J. Hugh Liedtke)

..... W Director _Iune[, 1956

“.. Director June P: 1956

Director June ? 1956

’,

g""‘"’/{ Director June R 1956

(RobertUP . )

Director June P 1956
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CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

We consent to the use of our certificate dated May 15, 1956, relating to Zapata Off-Shore
Company when accompanying the financial statements therein referred to and included in the
Prospectus constituting a part of the Registration Statement of Zapata Off-Shore Company filed
with the Securities and Exchange Commission under the provisions of the Securities Act of 1933,
as amended, for the registration of $2,150,000 of 5% % Subordinated Convertible Debentures due
July 1, 1971. We also consent to the use of our opinion appearing in such Registration Statement,
relating to the schedules supporting the financial statements included in such Registration
Statement and to the use of our name under the captions “Summary of Earnings” and “Experts

and Legality” in such Prospectus. L LA

/A

VL }\_,h«,-\, | Z - 5“‘\,\ A Lo~
ArtHUR AnDERSEN & Co.
Houston, Texas

May 21, 1956.




Registration No. 2-12525

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON 25, D. C.

Form T-1

FOR STATEMENTS OF ELIGIBILITY AND QUALIFICATION
UNDER THE TRUST INDENTURE ACT OF 1939
OF CORPORATIONS DESIGNATED TO ACT AS TRUSTEES

TEXAS NATIONAL BANK OF HOUSTON

(Name of Trustee)

1300 Main Street, Houston, Texas
(Address of Principal Executive Offices)

ZAPATA OFF-SHORE COMPANY

(Name of Obligor)

ULy
5145 9%, Subordinated Convertible Debentures, due\};ne 1, 1971

(Title of indenture securities)




GENERAL
1. General information. Furnish the following information as to the trustee —

(a) State or other sovereign power under the laws of which organized.
United States of America.

(b) If the trustee is an institutional trustee, give the name and address of each examining
or supervising authority to which it is subject.

Name Address
Comptroller of the Currency ‘Washington, D, C.
Federal Reserve Bank Dallas, Texas
Federal Deposit Insurance Corporation Washington, D. C.

2. Affiliations with obligor and underwriters, If the obligor or any underwriter for the obligor
is an affiliate of the trustee, describe each such affiliation.

None.

3. Directors and executive officers of Texas National Bank.

Name Address Office

James Anderson .................. Commerce Building, Director
Houston, Texas

James A. Baker, Jr.......... 1600 Esperson Building, Director and Chairman of the
Houston, Texas Board

W. Browne Baker............... 1300 Main Street, Director and Senior Vice
Houston, Texas President

Karl R. Bendetsen................ 8 Oaklawn, Director
Houston, Texas

Norman A. Binz........ccccee..e. 4th Floor Union Nat’l Bank Bldg.,Director
Houston, Texas

John H. Blaffer............coue. 512 Texas National Bank Bidg., Director
Houston, Texas

AL Carter..eieecves Union National Bank Bldg., Director
Houston, Texas

Harold Decker..................... Petroleum Building, Director
Houston, Texas

E. K. Dillingham................. First Nat’'l Bank Bldg., Director
Houston, Texas

John Hamman, Jr.......cccoo.... . 2131 San Felipe, Director
Houston, Texas

Fred W. Heitmann.............. 113 Main Street, Director
Houston, Texas

E. L. Hogan..coocoircicnns 1319 Texas Avenue, Director
Houston, Texas

George F. Horton............... 1230 Baker Street, Director
Houston, Texas

E. J. Hudsom i 2711 Danville, Director
Houston, Texas

F.W. Ilfrey..ovnininenann, 1300 Main Street, Director and Vice President
Houston, Texas ’

Melvin E. Kurth.................. Gulf Building, Director
Houston, Texas

H. Malcoim Lovett............. 1600 Esperson Building, Director
Houston, Texas

Dr. Fred R. Lummis............ Hermann Professional Bldg., Director

Houston, Texas

1



Name

Address

Office

Harris McAshan............
S. M. McAshan, Jro....cw.
Frank W. Michaux.......c.....
John S. Radford, Jr..........
R. D. Randolph......corceereenne
George Red.....cconmriivnnnann,
Bernard S. Sines........ce....
Thomas D. Anderson..........
Henry B, Clay...cccinnnns
James Clayton.........wn.
John Dreaper...ncn.
E. V., Dreyling....ccovervinnns
W. C. Gardiner.......oooceerees

John N. Hunt...vrena,

Martin McCain....oooemreenn.
Kline McGee....covcveevnrernennes
V. W. Penny.....vveirernns
Shanley Simpson.......ccee....
J. N. Taylor...eninnnn,
T. O. Taylor....coomirerenniennns
Arthur Trum......

George R. Darsey...............
A A Henderson.....iiciaie,

John K. Deason.........ccccccea.

Harold B. Elsom..................

1300 Main Street,
Houston, Texas

Cotton Exchange Bldg,,
Houston, Texas

Commerce Building,
Houston, Texas

2215 Lawrence,
Houston, Texas

1300 Main Street,
Houston, Texas

1513 Travis Street,
Houston, Texas

Southern Pacific Building,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas:

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300. Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1200 Main Street,
‘Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texds
1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

2

Director and President
Director
Director
Director

Director and Senior Vice
President

Director
Director

Vice President and Trust
Officer

Vice President
Vice President

Viee President and Trust
Officer

Vice President

Vice President

Vice President and Comptroller

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President

Vice President and Trust
Officer

Vice President and Cashier

Assistant Vice President

Assistant Vice President

Assistant Vice President

Assistant Vice President

Assistant Cashier and
Trust Officer



Name

-Address

Office

Leslie C. Lewis...cccooeneieraeas
F. M. Bonner, Jr..........

V. E. Bowen....ccooverreeeene

Mrs. Jean Dupree.........

Mrs. Ruth Hochuli

Theo. J. Kubesch..............

A.C. Meyer.ennn

D. M. Vance.....occccrveeeeeecrnns
H. C. Hurley..coocovviacnns

Scott Hudson......oeeeeeenee

. Voting securities. (a) Furnish the following information as to each class of voting securities

of the trustee,

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texas

1300 Main Street,
Houston, Texzs

As of March 31, 1856

Assistant Cashier and

Trust Officer
Assistant Cashier

Assistant Cashier
Assistant Cashier
Assistant Cashier
Assistant Cashier
Assistant Cashier
Assistant Cashier

Assistant Cashier

Assistant Cashier and Auditor

Agsistant Cashier
Assistant Cashier
Assistant Cashier

Assistant Auditor

Assistant Trust Officer

COL. A

COL. C

Title of Class

Amount Authorized

Amount Outstanding

Texas National Bank of Houston Capital
Stock (par value $20 per share)...............

(b) Give a brief outline of the voting rights of each class of voting securities referred to in
paragraph (a) above.

Full voting rights.

. Trusteeships under other indentures. If the trustee is a trustee under another indenture
under which any other securities, or certificates of interest or participation in any other

CONFLICTS OF INTEREST

$6,000,000

securities, of the obligor are outstanding, furnish the following information:

(2) Title of the securities outstanding under each such other indenture.

None.

(b) A brief statement of the facts relied upon as a basis for the claim that no conflicting
interest within the meaning of section 310(b)(1) of the Act arises as a result of the
trusteeship under any such other indenture.

Inapplicable.



6.

10.

Interlocking directorates and similar relationships with the obligor or underwriters. If the
trustee or any of the directors or executive officers of the trustee is a director, officer, partner,
employee, appointee, or representative of the obligor or of any underwriter for the obligor,
identify each such person having any such connection and state the nature of each such
connection.

None.

Voting securities owned by the obligor or its officials. Furnish the following information
as to the voting securities of the trustee owned beneficially by the obligor and each director,
partner and executive officer of the obligor.

As of March 31, 1956

The obligor has informed the trustee that the amount of voting securities of the trustee
owned beneficially by the obligor and its directors and executive officers, taken as a group,
does not exceed 1% of the outstanding voting securities of the trustee and so no information
need be furnished in answer to this item.

Voting securities owned by underwriters or their officials. Furnish the following information
as to the voting securities of the trustee owned beneficially by each underwriter for the
obligor and each director, partner, and executive officer of each such underwriter.

As of March 31, 1956

The trustee has examined its records and on the basis of such examinaiion and other
information it has as to the ownership of its voting securities, the amount of such securities
owned beneficially by any underwriter for the obligor within the past three years and by
the directors, partners and executive officers of such underwriter, taken as a group, does
not exceed 1% of the outstanding voting securities of the trustee. If any principal underwriter
of the securities proposed to be offered advises the trustee that the amount of voting securities
of the trustee owned beneficially by it and by its directors, partners and executive officers,
taken as a group, exceeds 1% of the outstanding voting securities of the trustee, information
as to such underwriter will be furnished by amendment.

Securities of the obligor owned or held. Furnish the following information as to securities
of the obligor owned beneficially or held as collateral security for obligations in default by
the trustee:

(a) Voting securities.

As of March 31, 1956

None.
(b) Securities other than voting securities.

As of March 31, 1936

None, except that the obligor was indebted to this Bank in the amount of $604,602
representing (a2) the unpaid balance of the obligor's note dated QOctober 11, 1955, which is
secured by a Preferred Ship Mortgage on the vessel Nola I and certain other collateral; and
(b) the unpaid balance of obligor’s note dated October 11, 1955 (original payee, Hunt Tool
Company), which is secured by a Second Preferred Ship Mortgage on the vessel, Nola I.

Securities of underwriters owned or held. If the trustee owns beneficially or holds as
collateral security for obligations in default any securities of an underwriter for the obligor,
furnish the following information as to each class of securities of such underwriter any of
which are so owned or held by the trustee.

As of March 31, 1956
None,




11.

12,

Ownership or holdings by the trustee of voting securities of certain affiliates or security
holders of the obligor. (a) If the trustee owns beneficially or holds as collateral security
for obligations in default voting securities of a person who, to the knowledge of the trustee
(1) owns 109, or more of the voting securities of the obligor or (2) is an affiliate, other than
a subsidiary, of the obligor, furnish the following information as to the voting securities
of such person.

As of March 31, 1956

None.

(b) Give a brief outline of the voting rights of each class of securities referred to in column
A of the table set forth above,

Inapplicable,

Ownership or holdings by the trustee of any securities of a person owning 50 per cent
or more of the voting securities of the obligor. If the trustee owns beneficially or holds as
collateral security for obligations in default any securities of a person who, to the knowledge
of the trustee, owns 50 per cent or more of the voting securities of the obligor, furnish the
following information as to each class of securities of such person any of which are so
owned or held by the trustee.

As of March 31, 1956
None,




REPORT OF CONDITION

13. Report of condition of institutional trustee. If the trustee is an institutional trustee,
furnish a report of condition of the trustee in accordance with the instructions to this item,
The report of condition is to be inserted at this point in the statement of eligibility and
qualification.

ReporT oF CONDITION OF THE
TEXAS NATIONAL BANK

of Houston, in the State of Texas, at the close of business on April 10, 1956, published in response
to call made by comptroller of the currency, under Section 5211, U. S. Revised Statutes.

RESQURCES
Loans and DISCOUNS ..ovevmecvirerermierisisisecsesssrsssrssessmsssssssssssssssssssesssassans $ 85,886,074.70
Customers’ Liability -Letters of Credit ..o, 366,853.50
Banking House and FIXLUTES ... ssssee e eee s temrsnessmaees 5,381,321.88
Other Real EStAte ...ocoooiriieiieice e snsss s srssssssssesersssssaseas e semsssssssssssssensans 1.00
Federal Reserve Bank Stock ..ot e seannes 360,000.00

Investment BONAS ...t e b b b e 14,284,570.49
U, S, OBHZAIONS .oooooeieee et s et em e s ssnn s e e e e s en s e 53,539,308.59

Cash and Due From Banks ...t eneeemssesreseeeseseveeeeeseossassassesses 54,861,646.47
$214,679,776.63

LIABILITIES
Capital StOCK oottt e sttt en e panesaen $ 6,000,000.00

SUrplus Fund .t e enn e et 6,000,000.00
Undivided Profits, NEL ..ottt eeeeseenet s eeas o et e e n s eeee e 2,683,935.85

Reserve for DIvidends ...ttt eev e sara e e s senr et aneesenaen 187,500.00
Other RESEIVES oo s sssmsssrs s bbb ssa st seas sttt st st shens et erae v e aen 1,115,993.69
Letters Of Credit .ot a e s e sren s s et e ate s senan s 366,853.50
Bills Payable ..o st s assss s s ersn e masnene 7,000,000.00
Deposits:
Individual ................ et eb et ba e bt e $153,611,562.27
U. S. GOVErnment ...........ccummnncmmnemmneerensrineenecnecssacnns | 3,744,607.00
BanK et s 33,969,324.32 191,325,493.59
$214,679,776.63

Certified Correct:

By: Joun DREAPER

JorN DrrAPER, Vice President.




In answering any item in this statement of eligibility and qualification which relates to
matters peculiarly within the knowledge of the obligor or of its directors or officers, or an
underwriter for the obligor, the undersigned, Texas National Bank of Houston, has relied upon
information furnished to it by the obligor or such underwriter and the undersigned disclaims
responsibility for the accuracy or completeness of such information.

Contents of statement of eligibility and qualification. This statement of eligibility and qualification
comprises —

(a) Pages numbered 1 to 7, consecutively.

(b) The following exhibits:

**T-1A(a) —A copy of the articles of the association of the trustee as now in effect.

*T-1A(Db) —A copy of the certificate of authority, dated March 2, 1912, of the trustee to
commence business.

*T-1A(b-1) —A copy of the certificate, dated October 12, 1922, extending the corporate
existence of the trustee for the period of ninety-nine years from July 1, 1922.

*T-1A(c) —A copy of the authorization of the trustee to exercise corporate trust powers.
**T-1B ~—A copy of the existing By-Laws of the Trustee.
*T-1C —The consent of the Trustee required by Section 321(b) of the Act.

* These exhibits were attached to the Statement of Eligibility and Qualification (Form T-1)
executed by the trustee and filed as a part of a Registration Statement (Registration No. 2-5515)
for the registration under the Securities Act of 1933, as amended, of Houston Lighting & Power
Company First Mortgage Bonds, 224% Series due 1974, and are hereby incorporated by reference.

** These exhibits were attached to the Statement of Eligibility and Qualification (Form T-1)
executed by the Trustee and filed as a part of a Registration Statement (Registration No. 2-12263)
for the registration under the Securities Act of 1933, as amended, of Houston Lighting & Power
Company First Mortgage Bonds, 314 % Series due 1986, and are hereby incorporated by reference.

SIGNATURE

Pursuant to the requirements of the Trust Indenture Act of 1939 the Trustee, Texas National
Bank of Houston, a national banking corporation organized and existing under the laws of the
United States of America, has duly caused this statement of eligibility and qualification to be
signed on its behalf by the undersigned, thereunto duly authorized, and its seal to be hereunto
affixed and attested, all in the City of Houston, and State of Texas, on the 7th day of June, 1936.

Texas NaTioNaL BanNk oF Houston

Vice President

Assistant Cashier




Zapata Off-Shore Company

5 1/2% Subordinated Convertible Debentures

due July 1, 1971

AGENCY AGREEMENT

June 13, 1956
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June 13, 1956

G. H. Walker & Co.
1 Wall Street
New York 5, New York

Underwood, Neuhaus & Co. Incorporated
724 Travis Street
Houston 2, Texas

Dear Sirs:

Zapata Off-Shore Company (hereinafter called the
"Company") proposes to offer to the holders of its presently
outstanding Common Stock for subscription at 100% of the
principal amount thereof a maximum of $2,150,000 aggregate
principal amount of 5 1/2% Subordinated Convertible Deben-
tures due July 1, 1971 (hereinafter called the "Debentures")
on the basis of $2.80 principal amount of Debentures for
each share of Common Stock held of record at the close of
business on June 8, 1956 and to issue non-transferable
Warrants evidencing rights to subscribe for such Deben-
tures. The date of first mailing of such Warrants to the
Company 8 stockholders i1s herein called the "Date of Mail-
ing". The rights will expire at 3:00 P.M., Central Stand-
ard Time, on July 2, 1956 (the "Expiration Date").

The Company desires to employ each of you as its
agents to use your best efforts to sell such of the Deben-
tures offered to its stockholders as shall not be subscribed
for by the exercise of Warrants issued to them, such Deben-
tures being herein sometimes called the "Unsubscribed De-
bentures".

1,

Upon the representations and warranties herein
contained and subject to the conditions hereinafter stated,
the Company hereby appoints each of you its agent to effect
sales of the Unsubscribed Debentures at 100% of the prin-
cipal amount thereof, plus accrued interest, for the account
and risk of the Company, and you each agree to use your best
efforts as such agent during the period ending fourteen days
after the Expiration Date to procure purchasers for the Un-
subscribed Debentures at said price. By 12:00 o clock noon,
Central Standard Time, on the first business day following




the Explration Date, the Company will notify you of the
amount of Unsubscribed Debentures.

IT.

The Company will, as expedltiously as possible
after the Expiration Date, prepare and fille with the Securi-
tlies and Exchange Commlission such amendments or supplements
to the Reglstration Statement or Prospectus, or both, as in
the opinion of your counsel, Winthrop, Stimson, Putnam &
Roberts, are necessary or advisable, and the Company will
use 1ts best efforts to have any post-effective amendments
to the Reglstration Statement become effective as promptly
as posslible, any such amendments or supplements to be sub-
ject In all respects to the approval of .such counsel and
Banker, Botts, Andrews & Shepherd, counsel for the Company.

TIT.

As compensatlon to G. H. Walker & Co, for its
agreements hereunder and for 1ts services as advisor to
the Cempany in connection with the financing, the Company
will pay to G. H., Walker & Co. on the closing date (as
herelnafter defined) the sum of $10,000. As additional
compensation to G. H. Walker & Co., and as the sole com-
pensation to Underwood, Neuhaus & Co. Incorporated, the
Company wlll pay compensation to each agent at the rate
of 2% of the principal amount of Unsubscribed Debentures
sold by such agent to persons other than stockholders of
the Company or Zapata Petroleum Corporation. Nothing in
this Agreement shall be deemed to prohibit the Company
from selling Unsubscribed Debenbures to its own stock-
holders and/or to stockholders of Zapata Petroleum Cor-
poration, nor to require the Company to pay any compensa-
tlon or commission to you or to any other person with
respect to any sale to such stockholders,

IV.
All sales of Unsubscribed Debentures made by

either of you shall be confirmed directly to the purchas-
ers in the name of the Company.
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Delivery of Unsubscribed Debentures shall be
made at the office of J. P. Morgan & Co. Incorporated,
23 Wall Street, New York 8, N. Y., at such time and on
such date (the closing date) on or after July 2, 1956,
but not later than July 31, 1956, as may be designated
by you. Such Debentures shall be delivered by the Com-
pany to you for the respective accounts of the purchasers,
in such authorized denominations as you shall request,
against payment to the Company or its order.

V.

Your obligations hereunder are subject to the
following conditions:

(a) The Registration Statement shall have
become effective not later than June 15, 1956,

(b) No stop order suspending the effective-
ness of the Registration Statement shall be in ef-
fect and no proceedings for such purpose shall be
pending before or threatened by the Securities
and Exchange Commission, and there shall have been
no material adverse change (not in the ordinary
course of business) in the condition of the Com-
pany from that set forth in the Registration State-
ment; and you shall have received, on the Date of
Mailing and on the closing date, certificates
dated each such date, signed by an executive of-
ficer of the Company to the foregoing effect. The
officer making such certificate may rely upon the
best of his knowledge as to proceedings pending
or threatened.

(¢) You shall have received on or prior to
the Date of Mailing an opinion of Baker, Botts,
Andrews & Shepherd, counsel for the Company, to
the effect that (ij the Company has been duly in-
corporated and is on such date validly existing
In good standing under the laws of Delaware, (ii)
the Company is duly qualified to transact busi-
ness and is in good standing in the states in
which the conduct of its business or the owner-
ship of property requires such qualification,
(111) this Agreement has been duly authorized,




executed and delivered by the Company and is a
valid and binding agreement of the Company in
accordance with its terms, (iv) the Company has
full power and authority to execute the Inden-
ture under which the Debentures are being issued
and to issue the Debentures, (v) the Indenture
has been duly authorized, and when duly executed
and delivered, will be a valid and legally en-
forceable instrument in accordance with its terms
(except in so far as its enforceability may be
limited by bankruptcy, insolvency or other laws
affecting the enforcement of creditors' rights),
and the Debentures have been duly authorized and,
when duly executed, authenticated and delivered,
will constitute binding and valid obligations of
the Company in accordance with their terms. and
(vi) the Registration Statement and the Pros-
pectus and any supplements or amendments thereto
(except as to statements of income, financial

| statements and schedules, as to which no opinion
need be expressed) comply as to form in all ma-
terial respects with the Securities Act of 1933
and the Trust Indenture Act of 1939 and the rules
and regulations of the Securities and Exchange
Commission under such Acts, and the Indenture
has been qualified under the Trust Indenture Act
of 1939.

(d) You shall have received, on or prior to
the closing date, the favorable opinion of Win-
throp.  Stimson, Putnam & Roberts covering the
matters in (v) and (vi) of (c¢) above.

(e) You shall have received on the closing
date, an opinion of Baker, Botts, Andrews & Shep-
herd expressly or in effect confirming, as of the
closi date, their opinion theretofore given
undern%c) above,

¥i.

In further consideration of your agreements herein
contained the Company covenants as follows:

(a) To furnish each of you without charge
a copy of the Registration Statement (including

[ IR et~ T A g
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exhibits}, and during the period mentioned in
paragraph (c¢) below, as many copies of the Pros-
pectus as you may reasonably request.

(b) Before amending or supplementing the
Registration Statement or the Prospectus, to
furnish you a copy of each such proposed amend-
ment or supplement.

(¢) For the period of 60 days after the
Date of Mailing or for such longer period as
in the opinion of your counsel the Prospectus
1s required by law to be delivered, if any event
shall occur as a result of which it 1s necessary
to amend or supplement the Prospectus in order
to make the statements therein, in the light of
the circumstances when the Prospectus is de-
llvered to a purchaser, not misleading, or if it
18 necessary to amend the Prospectus to comply
with law, forthwith to prepare and furnish, at
its own expense, to each of you, either amend-
ments to the Prospectus or supplemental infor-
mation so that the statements in the Prospectus
as 8¢ amended or supplemented will not, in the
light of the circumstances when the Prospectus
1s delivered to a purchaser, be misleading or so
that the Prospectus will comply with law.

(d) To endeavor to qualify the Debentures
for offer and sale under the Securities or Blue
Sky laws of such states as you shall reasonably
request and to pay all expenses in connection
therewith.

(e) To make generally availlable to the
Company s security holders as soon as practl-
cable an earnings statement covering the twelve
months' period ending June 30, 1957, which
earnings statement shall satisfy the provisions
of Section 11(a) of the Securities Act of 1933.

(f) To deliver to Winthrop, Stimson, Put-
nam & Roberts on or prior to the Date of Mailing
such certificates, opinions and other documents
as they shall reasonably request to enable them
to pass upon the transactions herein contemplated
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or to evidence the accuracy and completeness of
the representations and warranties herein.

(g) To pay the fees and disbursements of
Winthrop, Stimson, Putnam & Roberts in connection
with the transactions herein contemplated.

VII.

The Company represents and warrants to each of
you that when the Reglstration Statement becomes effective
the Registration Statement and the Prospectus will comply
in all material respects with the provisions of the Securi-
ties Act of 1933 and the rules and regulations of the
Securities and Exchange Commission, and that they will
not contain any untrue statement of a material fact or
omit to state any material fact required to be stated
therein or necessary to make the statements therein not
misleading, except that this representation and warranty
does not apply to statements or omissions in the Regis-
tration Statement or the Prospectus based upon informa-
tion furnished to the Company in writing by either of you
expressly for use therein,

The Company agrees to indemnify and hold harm-
less each of you and each person, if any, who controls
either of you within the meaning of Section 15 of the
Securities Act of 1933 from and against any and all losses.
claims, damages and liabilities caused by any untrue state-
ment of a material fact contained in said Registration
Statement or Prospectus (if used within the period set
forth in Article VI hereof and as amended or supplemented
if the Company shall have furnished any amendments or sup-
plements thereto) or any preliminary prospectus, or caused
by any omission to state therein a material fact required
to be stated therein or necessary to make the statements
therein not misleading, except in so far as such losses,
claims, damages or liabilities are caused by any such un-
true statement or omission based upon information fur-
nished in writing to the Company by either of you ex-
pressly for use therein.

In case any claim shall be asserted or action
brought against either of you or any person controlling
elther of you in respect of which indemnity may be sought
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hereunder against the Company, the person against whom
such claim is asserted or such action is brought shall
promptly notify the Company in writing, and the Company
shall assume the defense thereof, including the employ-
ment of counsel and the payment of all expenses. Any
such person shall have the right to employ separate
counsel in any such action and participate in the de-
fense thereof, but the fees and expenses of such counsel
shall be at the expense of such person unless the em-
ployment of such counsel has been specifically author-
l1zed by the Company. The Company shall not be liable
for any settlement of any such action effected without
its consent, but if settled with the consent of the
Company or if there be a final judgment for the plain-
tiff in any such action, the Company agrees to indemnify
and hold harmless either of you and any such controlling
person from and against any loss or liability by reason
of such settlement or judgment.

The indemnity agreement contained in this Article

VII and the representations and warranties of the Company
in this Agreement set forth shall remain operative and in
full force and effect. regardless of (i) any termination
of this Agreement, (ii) any investigation made by or on
behalf of either of you or any person controlling either

of you, and (iii) delivery of any Unsubscribed Debentures
hereunder.

VIII.

This Agreement shall become effective when noti-
ficatlon of the effectiveness of the Reglstration State-
ment has been released by the Securities and Exchange Com-
mission and untll such time this Agreement may be termi-
nated by the Company, by notifying you, ¢/o G. H. Walker &
Co., 1 Wall Street, New York 5, N. Y., or by you by notify-
ing the Company at its office, 2218 First City National
Bank Building, Houston 2, Texas. Any such notice may be
in writing or by telegraph or by telephone. and if by
telegraph or by telephone, shall be confirmed immediately
in writing.

If this Agreement shall be terminated by you be-
cause of any failure or refusal on the part of the Company
to comply with the terms or to fulfill any of the conditions
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of this Agreement, or if for any reason the Company shall
be unable to perform its obligations under this Agreement.
or if the Company shall terminate this Agreement under the
option contained in the foregoing paragraph of this Ar-
ticle VIII, the Company will reimburse you for all of
your out-of-pocket expenses {including the fees and dis-
bursements of your counsel) reasonably incurred by you

in connection with this Agreement.

IX.

Anythlng herein to the contrary notwithstanding,
the Company reserves the right to authorlze securities
dealers, other than you, who are members of the National
Assoclation of Securitles Dealers, Inc. to act as agents
of the Company to effect sales of Unsubscribed Debentures
for the account and risk of the Company and to pay any
such agent compensation equivalent to that provided for
you in the last sentence of Article III hereof.

Very ftruly yours,

ZAPATA OFF-SHORE COMPANY

By:

Presldent

Accepted June , 1956

(G. H. Walker & Co.)

(Underwood, Neuhaus & Co. .
Incorporated)
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A
VOID AFTER 3 P.M. (CST), JULY 2, 1956

ZAPATA OFF-SHORE COMPANY

Warrant for Subscription for 5149, Subordinated Convertible Debentures

Due July 1, 1971

r i THIS WARRANT IS FOR NOT MORE

THAN $.....ocois PRINCIPAL
AMOUNT OF DEBENTURES

L _l

This certifies that the person named above is entitled to subscribe for 514% Subordinated Convertible
Debentures due July 1, 1971, in the amount of $25 or a multiple thereof in accordance with the “Subscription

Offer” set forth in.the Prospectus offering such Debentures. This warrant and the subscription privilege
represented hereb¥ are not transferable,

Dated: June 15, 1956.

ZAPATA OFF-SHORE COMPANY
GrorcE H. W. Busu, President

SUBSCRIPTION FORM

I/we, holder(s) of the above warrant, hereby subseribe for $ ... principal amount of 514 %
Subordinatéd Convertible Debentures due July 1, 1971, of Zapata Off-Shore Company, in accordance with the

Subscription Offer set forth in the Prospectus, receipt of which is hereby acknowledged. Funds are enclosed
for the full subscription price of such Debentures.

{TO BE COMPLETED OHLY IF SUBSCRIBED THRCUGH A DEALER)

Dealer Who Solicited This Subscription Signature of Subscriber

Nnmcofdealerﬁrnl(notsn]ebmnn) N GO G O P PP

.' * - THIS WARRANT IS NOT TRANSFERABLE
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FOR FURTHER INFORMATION, SEE THE HEADING
“SUBSCRIPTION OFFER” IN THE PROSPECTUS.

INSTRUCTIONS

Subseription may be for less than the prineipal
amount of Debentures which the holder is entitled

to purchase as shown on the face of the warrant.
Subseriptions must be for $25 or an even multiple

of $25.

To subscribe, fill in the Subscription. Form for the
principal amount of Debentures desired, sign the
form, and mail it, with payment for the full price
of the Debentures subscribed (in cash, or by check,
bank draft, or postal or express money order pay-
able to the order of the Company}, to either of
the Company’s Agents, Texas National Bank of
Houston, 1300 Main Street, Houston 2, Texas, or
J. P. Morgan & Co. Incorporated, 23 Wall Street,
New York 8, N. Y. Be sure that it reaches the
Agent before 3:00 P.M., Central Standard Time
(5:00 P.M.E. D. S. T.) on July 2, 1956, Debentures
will be issued to subscribers in denominations of
$25, 8100, $500, and/or $1000 (or any multiple
of $1000), as appropriate in each case.

It is not necessary to make subscriptions through
a securities dealer,




Proof of June 8, 1956—Sorg of Texas—2757

ZAPATA OFF-SHORE COMPANY
AND
TEXAS NATIONAL BANK OF HOUSTON,
. TRUSTEE.

Judenture
Daied as of July 1, 1956

5149, Subordinated Convertible Debentures due July 1, 1971.

e S
SORG PRINTING CGMPANY OF TEXAB, HOUSTON., TEXAB
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THIS INDENTURE, dated as of July 1, 1956, by and between
Zapata Ovr-SuoRE Company (hereinafter sometimes called the “Com-
pany”), a Delaware corporation, and Texas Narionar Baxk or Housron,
a national bank organized under the banking laws of the United States
of America, whose principal place of business is in Houston, Texas
(hereinafter sometimes called the “Trustee”),

WITNESSETH :

‘WaEreas, for its lawful purposes the Company has duly authorized
the issue as hereinafter provided of not exceeding Two Million One
Hundred Fifty Thousand Dollars ($2,150,000) principal amount of its
5%% Subordinated Convertible Debentures due July 1, 1971, herein-
* after deseribed; and

‘WrEREss, to provide for the authentication of said Debentures by
the Trustee and to establish the terms and conditions upon which the
same are to be issued, the Company has duly authorized the execution
of an agreement in the form of this Indenture; and

‘Waereas, the Debentures with coupons (hereinafter sometimes
called “coupon Debentures”), the interest coupons to be attached to
the coupon Debentures, the tax legend, and the Trustee’s certificate
of authentication provided for in said Debentures, are to be substan-
tially in the following forms, respectively, with appropriate insertions
and variations as in this Indenture provided:

[FORM OF COUPON DEBENTURE ]

NO. covrvreerenns TN

ZAPATA OFF-SHORE COMPANY

516% SuBORDINATED CONVERTIBLE DEBENTURE DUE Juny 1, 1971
?

ZaraTa Orp-Smore Compaxy, a Delaware corporation (hereinafter
called the “Company”) for value received, hereby promises to pay to
the bearer, or if this Debenture be registered as to principal, to the
registered holder hereof, on July 1, 1971, .........c.e... Dollars ($oevovierisnens )
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in any coin or currency which at the time of payment is under the laws
of the United States of America legal tender for the payment of ‘public
and private debts, and to pay interest on said sum from the date
hereof, in like coin or currency at the rate of 514% per annum, on the
first day of January and the first day of J uly in each year until the
principal of this Debenture shall have become due and payable, and
(to the extent that payment of ¢uch interest is enforceable under
applicable law) to pay interest on any overdue principal and on any
overdne installment of interest at the rate of six per centum per annum;
but only upon presentation and surrender of the appurtenant coupons
for such interest installments, as they severally mature.

Both principal of and interest on this Debenture are payable at
the office or agency of the Company in the City of Houston, Texas,
or, at the option of the bearer or registered holder, at the office or agency
of the Company in the Borough of Manhattan, the City of New York.

This Debenture is one of a duly authorized issue of Debentures of
the Company, known as its 5% % Subordinated (Convertible Debentures
due July 1, 1971, all issued under an indenture, dated as of July 1, 1956
(herein called the «Indenture”), from the Company to Texas National
Bank of Houston, a national bank organized under the banking laws
of the United States of America, whose principal place of business is
in Houston, Texas, as Trustee (herein with its successors in office
called the “Trustee”), and being limited to the aggregate prineipal
amount of Two Million One Hundred Fifty Thousand Dollars ($2,-
150,000). Reference is hereby made to the Indenture for a deseription
of the terms and conditions upon which the Debentures are issued and
for a statement of the rights and limitations of rights under the Inden-
ture of the Company of the Trustee and of the holders of the Debentures
and coupons; but neither any reference in this Debenture to the In-
denture, nor any provision of this Debenture or of the Indenture, shall
affect or impair the absolute and uneonditional obligation of the Com-
pany to pay the prineipal of, and premium, if any, and interest on this
Debenture as herein provided.

The Debentures of this issue are subject to redemption and may
be redeemed at the option of the Company, as a whole or from time to
time in part, on any date prior to maturity, upon publication of notice
of redemption once in each weck for four (4) successive calendar weeks
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(in each instance on any business day of the week) prior to the redemp-
tion date in one newspaper printed in the English language and custom-
arily published on each business day and of general cireulation in the
City of Houston, Texas, and in a similar newspaper similarly published
and of general cireulation in the Borough of Manhattan, the City of
New York, the first such publication to be made not less than thirty
(80) nor more than ninety (90) days before such redemption date, all
as provided in the Indenture, at 100% of the principal amount thereof
(or principal amount of the part of the Debentures so to be redeemed),
together with unpaid interest acerued thereon to the date fixed for
redemption.

Except as expressly provided in the Indenture, if this Debenture
or a portion hereof is duly called for redemption, this Debenture, or
the called portion of the prineipal amount hereof, shall cease to be enti-
tled to any benefit under the Indenture after provision has been made
as required in the Indenture for notice of such call and for the payment
of this Debenture, or such called portion hereof, and thereafter the
Company shall be under no further liability in respect of the principal
of, or premium, if any, or interest om, this Debenture, or such called
portion hereof, and no interest shall acerue on this Debenture, or such
called portion hereof, on or after the date fixed. for redemption.

At the option of the holder hereof, any Debenture or any portion
of the principal amount thereof which is a multiple of $25 may, at any
time on or prior to July 1, 1971 (or in case such Debenture or portion
thereof. shall be called for redemption prior to such date, then only until
the time fixed as hereinafter in this paragraph provided), be con-
verted at the principal amount thereof, or such portion therecof, into
Common Stock of the Company at the conversion price of $8.70 per
chare. The conversion price is subject to adjustment from time to
time under the circumstances and in the manner provided in the In-
denture. If all or any Debentures or portion thereof are called for
redemption, the Debentures so called for redemption shall be con-
vertible into Common Stock of the Company at the option of the holders
at any time after notice of redemption and before 3:00 o’clock in the
afternoon Central Standard Time on the 5th day prior to the redemp-
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tion date of such Debentures at the conversion price per share of Com-
mon Stoek in effect at the time such Debentures are surrendered for
conversion.

No fractional shares or serip representing fractional shares will
be issued upon any eonversion, but an adjustment in cash will be made,
as provided in the Indenture, in respect of any fraction of a share
which would otherwise be issuable upon the surrender of any Deben-
ture or Debentures for conversion. All Debentures surrendered for
conversion shall have all unmatured coupons attached thereto, and if
any such Debenture is registered as to principal it shall be duly en-
dorsed or accompanied by a written instrument or instruments of
assignment in form satisfactory to the Company.

The indebtedness evidenced by the Debentures and any coupons
appertaining thereto is, to the extent provided in the Indenture, sub-
ordinate and subjeet in right of payment to the prior payment in full
of all Senior Indebtedness as defined in the Indenture, and this Deben-
ture is issued subject to such provisions, and each holder of this
Debenture and any coupon appurtenant hereto, by accepting the same,
agrees to and shall be bound by such provisions.

As provided in the Indenture, if and to the extent authorized by
the written consent of the holders of at least sixty-six and two-thirds
per cent. (6624%) in principal amount of the Debentures then outstand-
ing, such changes in or additions to the Indenture may be made by sup-
plemental indenture as such holders and the Company may deem nee-
essary or advisable; provided, however, that no such change shall be
made which would (i) extend the fixed maturity of any Debentures, or
reduce the principal amount thereof, or reduce the rate or extend the
time of payment of interest thereon, or reduce any premium payable
upon the redemption thereof, without the consent of the holder of each
Dehenture so affected, or (ii) take away the conversion right or change
the conversion price or the provisions for its adjustment, or (iii)
reduce the percentage of the principal amount of Debentures the consent
of the holders of which shall be required for the authorization of any
such change or addition without the consent of the holders of all of the
Decbentures then outstanding; and provided further, the rights, duties
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or immunities of the Trustee shall not be modified without its written
consent,

Tn case an event of default as defined in the Indenture shall oceur
and be continuing, the principal of all the Debentures may be de-
clared and may become due and payable in the manner and with the
effect provided in the Indenture. It is also provided in the Indenture
that the holders of a majority in aggregate principal amount of the
Debentures at the time outstanding may on behalf of the holders of
all of the Debentures waive any past default in the performance of
any of the covenants contained in the Indenture and ifs consequences,
excluding a default in the performance of any covenant contained in
the Debentures for the payment of interest on or the principal of (and
premium, if any, on) any of the Debentures or for the conversion or
redemption thereof. Any such consent or waiver by the holder of this
Debenture shall be conelugive and binding upon such holder and upon
all future holders and owners of this Debenture and of any Debenture
jssued in exchange herefor or in place hereof, irrespective of whether
or not any notation of such consent or waiver is made upon this
Debenture.

This Debenture is a coupon Debenture and, except while regis-
tered as to principal, shall be transferable by delivery. The bearer of
any coupon Debenture may register such coupon Debenture as to
principal on the registry books to be kept for the purpose at the
principal office of the Trustee in the City of Houston, Texas, such
registration being noted thereon, After such registration no transfer
thereof shall be valid unless made on said books by the registered holder
upon surrender of such Debenture accompanied by a written instru-
ment of transfer in form satisfactory to the Company and the Trustee,
duly executed by the registered holder in person or by the duly author-
ized attorney of such holder and unless such transfer is similarly
noted on such Debenture; but such Debenture may be discharged from
registration by being in like manner transferred to bearer, and there-
upon transferability by delivery shall be restored. Such registration
shall not affect the negotiability of the coupons, which shall continue
to be payable to bearer and transferable by delivery.
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The Company and the Trustee may deem and treat the bearer
of this Debenture, or if this Debenture is registered as to principal
as herein authorized, the person in whose name this Debenture is reg-
istered, and the bearer of any interest coupon appurtenant hereto,
whether or not. this Debenture shall be registered as to prinecipal, as
the absolute owner of this Debenture or such coupon, as the case may
be (whether or not this Debenture or such coupon shall be overdue),
for the purpose of receiving payment thereof or on account thereof
and for all other purposes, and neither the Company nor the Trustee
shall be affected by any notice to the contrary.

MThe Debentures are issuable as eoupon Debentures in denomina-
tions of $25, $100, $500 and $1,000, or any multiple thereof approved
by the Compaiiy, such approval to be evidenced conclusively by the
execution thereof. At the office of the Trustee in the City of Houston,
Texas, and in the manner, subject to the limitations and upon payment
of the charges provided in the Indenture, coupon Debentures bearing
all unmatured coupons may be exchanged for a like aggregate principal
amount of coupon Debentures of other authorized denominations bear-
ing all unmatured coupons.

No recourse whatsoever, either directly or through the Company
or any trustee, receiver or assignee, shall be had in any event or in
any manner against any promoter, incorporator or any past, present
oi future stockholder, director or officer, as such, of the Company, by
virtue of any past, present or future constitution, statute or rule of law
or equity or by the enforcement of any assessment or penalty, or by any
legal or equitable proceeding, or otherwise, for the payment of the
principal of or premium or interest on this Debenture, or for any claim
based hereon or otherwise in respect of this Debenture or its coupons
or of the Indenture; the Indenture and this Debenture and its coupons
being each a corporate obligation only, all individual lability of what-
soever kind or nature of, and all rights and claims against, such pro-
moters, incorporators, stockholders, directors and officers founded in
any way, directly or indirectly, upon the Indenture, or this Debenture
or its coupons, or growing out of the issue thereof or out of the indebted-
ness thereby evidenced, are expressly waived and released by the
acceptance of this Debenture and its coupons by each of the holders
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hereof and thereof and as a condition of and a part of the congideration
for the issue hereof and the execution and delivery of the Indenture.

Neither this Debenture nor any appurtenant coupon shall be valid
or become obligatory for any purpose until this Debenture shall have
been authenticated by the execution by the Trustee of the certificate
heréon endorsed.

Ix Wirwess WraEREOE, ZaraTa OFrF-SHORE CoMPANY has caused this
Debenture to be executed in its name and on its behalf by its President
or a Viee President, and its corporate seal to be hereunto affixed and
attested by its Secretary or an Assistant Secretary, and has caused the
coupons hereto annexed to be authenticated by the facsimile signature
of its Treasurer as of the 1st day of July, 1956.

Zapata Orr-SmorE CoMPANY

By
Prestdent
Attest
Secretary
[FORM OF INTEREST COUPON]
Nouirernerenenne
On the first day of .. , 19....... , unless the Debenture

hereinafter mentioned shall have been called for previous redemption
and payment of the redemption price thereof duly made or provided
for, Zapara Orr-Suore Company will pay to bearer, on surrender of
this coupon at the office or agency of the Company in the City of
Houston, TeXAS, .. Dollars ($.eceeeeeriiens ) in eoin or cur-
rency which at the time of payment is mnder the laws of the United
Qtates of America legal tender for the payment of publie and private
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debts, being six (6) months’ interest then due on its 5% % Subordi-
nated Convertible Debenture due July 1, 1971.

No.......
Treasurer

[FORM OF TAX LEGEND FOR ALL DEBENTURES]

Stamps evidencing payment of the United States tax upon the
issue of this Debenture have been affixed to an original counterpart
of the Indenture filed with the Trustee, and duly canceled.

[FORM OF TRUSTEE'S AUTHENTICATION CERTIFICATE
FOR ALL DEBENTURES]

Texas National Bank of Houston hereby certifies that this is one
of the Debentures described in the within mentioned Indenture.

Texas NarionaL Bawnx orF Houstonw,
as Trustee,

Authorized Officer.

AND WHEREAS, all acts and things necessary to make the Debentures
when executed by the Company and authenticated and delivered by the
Trustee as in this Indenture provided, the valid, legal, and binding
obligations of the Company in accordance with their respective terms,
and to make this Indenture a valid and binding agreement for the
purposes and objects herein expressed in accordance with the terms,
covenants, agreements and conditions in this Indenture set forth, have
been duly done and performed, and the execution, authentication and
delivery of the Debentures and the execution and delivery of this
Indenture have been in all respects duly authorized;
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Now, THEREFORE, in consideration of the premises and of the pur-
chase and acceptance of the Debentures from the Company and of the
sum of One Dollar ($1) duly paid by the Trustee to the Company, the
receipt of which is hereby acknowledged, the Company covenants and
agrees with the Trustee, for the equal and ratable benefit of all present
and future holders of the Debentures and (subject to the provisions
of Section 5.02 of Article Five hereof)} coupons, as follows:

ARTICLE ONE.
Definitions,

Sgeriorr 1.01. The terms defined in this Article One shall, for all
purposes of this Indenture and of any indenture supplemental hereto,
have the meanings herein specified, unless the context otherwise re-
quires; and unless otherwise defined in this Indenture all terms used
herein which are defined in the Trust Indenture Act of 1939 shall have
the meanings assigned to such terms in said Trust Indenture Act:

(1) The term “Company” shall mean Zspata OFF-SHORE
Company and, subject to Article Eleven, its successors and assigns,

(2) The term “Trustee” shall mean the Trustee hereunder
for the time being, whether original or successor, subject to Article
Ten hereof.

(3) The term “Indenture” shall mean this Indenture, either
as originally executed or as it may from time to time be supple-
mented, modified or amended by any supplemental indenture
entered into pursuant to the provisions hereof.

(4) The term “Debenture” shall mean one of the Debentures
igsued hereunder. Debentures shall be deemed to have been issued
hereunder when duly authenticated and delivered pursuant to the
provisions of this Indenture.

(5) The term “holder” wherever employed herein with respect
to a coupon Debenture which shall be registered as to prineipal
shall be deemed to mean the registered holder of such Debenture
(or his registered assigns), and wherever employed herein with
respect to a coupon Debenture which shall not be registered as to
principal, or to a coupon, shall be deemed to mean the bearer of
such Debenture or coupon.
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(6) The term “outstanding” when used as of any particular
time with reference to Debentures shall, subject to the provisions
of Section 8.02 of Article Eight, mean all the Debentures which
theretofore shall have been issued under this Indenture, except

(a) Debentures theretofore canceled or surrendered to
the Trustee for cancellation;

(b) Debentures for the payment or redemption of which
(in whole or in part, and only to the extent of such payment or
redemption if in part) money in the necessary amount shall
have been deposited with the Trustee, whether upon or prior
to the maturity or redemption date of such Debentures, pro-
vided, that, if such Debentures arve to be redeemed prior to
the maturity thereof, notice of such redemption shall have
been given as herein provided, or provision satisfactory to
the Trustee shall have been made for the giving of such notice;
and

(¢) Debentures or portious thereof surrendered for con-
version; and

(@) Debentures in lieu of and in substitution for which
other Debentures shall have been authenticated and delivered
pursuant to the terms of Section 2.03 and 2.05 of Article Two
hereof.

(7) 'The term “Board of Directors”, when used with reference
to the Company, shall mean the Board of Directors of the Company.

(8) The term “resolution” shall mean a resolution or vote
of the Board of Directors, certified under the seal of the Company
by its Secretary or an Assistant Secretary to have been duly
adopted by such Board.

(9) The term “Responsible Officers” as used in this Indenture
with reference to the Trustee shall mean any of the following: the
chairman of the Board of Directors, the president, every vice-presi-
dent, the cashier, every assistant vice-president, trust officer and
assistant trust officer assigned to the supervision of its trust func-
tions, and every other officer and assistant officer to whom any
corporate trust matter is rveferred because of his kmowledge of
and familiarity with a particular subject.
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(10) The term “Trust Indenture Act of 1939” as used in this

Indenture (except as used in Section 13.03 of Article Thirteen

hereof) shall mean such Act as it was in force on the date of actual
execution of this Indenture,.

(11) The term “Securities and Exchange Commission” as
used in this Indenture shall mean the Commission created by the
Securities Exchange Act of 1934, or in the event that such Com-
mission shall not be existing and performing the duties now per-
formed by i, then the body, if any, performing duties similar to
the duties theretofore performed by the aforesaid Securities and
Exchange Commission.

(12) The term “Common Stock” shall mean common stock of
the Company as such stock exists at the date of the execution of
this Indenture or stock of any class into which the same may be
changed from time to time, but such term shall not include any
stock or class of stoeck which may hereafter be authorized which
by its terms is preferred to the common stock of the Company
as to dividend, liquidation or other rights.

(18) The term “Senior Indebtedness” shall mean the prin-
cipal of and interest (and redemption premium, if any) on any
indebtedness of the Company heretofore or hereafter incurred
(including without limitation any renewals, extensions, amend-
ments, or modifications thereof, without notice to or the consent
of the holders of the Debentures) other than indebtedness evi-
denced by the Debentures, unless by the terms of the instrument
or instruments creating or evidencing such indebtedness it is pro-
vided that such indebtedness is not senior to the Debentures. The
term “indebtedness”, as used in this definition, shall include: (i)
all items of indebtedness of whatsoever nature which in accord-
ance with generally accepted accounting prineiples would be in-
cluded in determining total liabilities as shown on the liabilities
side of the balance sheet as of the date as of which indebtedness
is to be determined; and (ii) all or any guarantees, endorsements
and other contingent liabilities of the Company in connection with
or in respect of the obligations, stock or dividends of any person
(including contingent obligations of the Company to purchase oy
otherwise acquire indebtedness of any person).
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(14) Other defined terms: Certain other terms are defined
in Article Ten hereof.

ARTICLE TWO.

I. Form, Execution, Authentication, Registration
and Issuance of Debentures.

Secrion 2.01. The coupon Debentures, the coupons appurtenant
thereto and the Trustee’s anthentication certificate shall he substan-
tially of the tenor and purport heréinabove set forth, with sueh appro-
priate omissions, insertions, substitutions and variations as are per-
mitted by this Indenture or as may be required in order that they shall
comply with the rules of any stock exchange on which they are then
listed and shall conform to usage with respect thereto.

The Debentures shall be known as 5% Subordinated Convertible
Debentures due July 1, 1971, The Debentures shall bear interest at
the rate of 5%4% per annum, payable on the first days of January and
July in each year until the principal thereof shall have become due
and payable and all shall bear interest (to the extent that the payment
of such interest is enforceable under applieable law) on any overdue
principal and on any overdue installment of interest at the rate of six
per centum per annum.

The definitive Debentures shall, at the option of the Company,
be fully engraved or shall be lithographed or printed within steel
engraved or lithographed borders.

The coupon Debentures shall be issued in doriominations of Twenty-
Five Dollars ($25) numbered consecutively from O-1 and upwards, of
One Hundred Dollars ($160) numbered consecutively from (-1 and
upwards, of Five Hundred Dollars ($500) numbered consecutively
from D-1 and upwards, and of One Thousand Dollars ($1,000) and
any multiples thereof approved from time to time by the Company,
such approval to be evidenced conclusively by the execufion thereof,
numbered consecutively from M-1 and upwards, or in such other man-
ner as the Company may determine with the approval of the Trustee.
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Subject to the provisions of Section 2.06 of this Article Two,
every coupon Debenture shall be dated as of July 1, 1956, and shall
bear interest from that date.

Secrion 2.02. All Debentures shall be executed in the name and
on behalf of the Company by its President or one of its Vice Presidents
under the corporate seal of the Company attested by its Secretary or
an Assistant Secretary. Such seal may, to the extent permitted by law,
be in the form of a faesimile of the Company’s seal and may be affixed,
impressed, imprinted, lithographed or engraved on the Debentures.
At the election of the Company, the signature of the President or a
Vice-President of the Company, upon any of the Debentures, may be
made by engraving, lithographing or printing thereon the facsimile
signature of such officer or officers in lieu of manual signature. The
coupons to be attached to coupon Debentures shall hear the facsimile
signature of the present or any future Treasurer of the Company.

Debentures and coupons attached to Debentures bearing the
signatures or facsimile signatures of persons who are or were the
proper officers of the Company at or before the date of execution of
this Indenture or at any time thereafter shall bind the Company, not-
withstanding that snch persons or any of them shall have ceased to
hold such offices prior to the authentication and delivery of the Deben-
tures upon which or upon the coupons appurtenant to which their
signatures appear or shall not have held such offices at the date of
such Debentures.

The executed certificate of authentication of the Trustee upon
any Debenture executed on behalf of the Company shall be conclusive
evidence that the Debenture so authenticated, when issued, has been
duly issued hereunder and is entitled fo the benefit of this Indenture.
No Debenture or coupon appurtenant thereto shall be valid or shall
become obligatory for any purpose until suech Debenture shall have
been authenticated by the execution by the Trustee of said certificate.

Subject to the provisions of Sections 2.05 and 2.06 of this Article
Two, the Trustee shall not authenticate or deliver any Debenture unless
all coupons thereon for interest then matured shall have been detached
and canceled.
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Secrion 2.03. The Debentures shall be transferable by delivery
unless registered as to prineipal in the manner provided in this Section
2.03. The Company and the Trustee may deem and may tfreat
the bearer of any Debenture whicli shall not at the time be registered
as to principal as hereinafter authorized, and the bearer of any eoupon
for interest appurtenant to any Debenture, whether or mot such
Debenture shall be registered as to ‘principal, as the absolute owner
of such Debenture or coupon, as the case may be (whether or not the
same shall be overdue), for the purpose of receiving payment thereof
or on account thereof and for all other purposes, and neither the
Company nor the Trustee shall be affected by any notice to the contrary.

The Company and the Trustee may deem and treat the person in
whose name any Debenture shall be registered upon the registry books
of the Company, maintained at the principal office of the Trustee in
the City of Houston, Texas, as the absolute owner of such Debenture
(whether or not the same shall be overdue) for the purpose of receiv-
ing payment of, or on account of, the principal of such Debenture, and
for all other purposes, and neither the Company nor the Trustee shall
be affected by any notice to the contrary.

The bearer of any coupon Debenture may register the same as to
principal on books to be kept by the Company for that purpose at the
principal office of the Trustee in the City of Houston, Texas, such regis:
tration being noted on such Debenture. After such registration no trans-
fer of such Debenture shall be valid nnless made on said books by the
registered holder, upon surrender of such Debenture, accompanied by a
written instrument of transfer in form satisfactory to the Company,
duly executed by the registered holder in person or by the duly author-
ized attorney of such holder, and unless such transfer is similarly noted
on such Debenture; but the same may be discharged from registration
by being in lilke manner transferred to bearer, and thereupon transfer-
ability by delivery shall be restoved. Debentures shall continue to be
subject to successive registrations and transfers to bearer, at the
option of their respective holders; but no registration of any Deben-
ture shall affect the negotiability of the interest coupons appurtenant
thereto, which shall continue to be payable to bearer and transferable
by delivery.
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The Trustee hereunder shall, by virtue of its office as such Trustee,
be the registrar and transfer agent of the company for the purpose of
registering and transferring Debentures.

‘Whenever oné or more Debentures having attached thereto all
unmatured coupons for interest (accompanied by a written instrument
of transfer in form satisfactory to the Company and the Trustee, duly
executed by the registered holder thereof in person or by the duly
authorized attorney of such holder, if such Debenture or Debentures
shall at the time be registered as to principal) shall be surrendered for
exchange for Debentures of other authorized denominations, the Com-
pany shall execute, and the Trustee shall authenticate and, in exchange
for such surrendered Dehbenture or Debentures, shall deliver one or
more Debentures of authorized denominations, in the same aggregate
principal amount, and if Debentures registered as to principal be
requested, in such name or names and in such authorized denomination
or denominations, as may be requested.

In the ease of every such transfer or exchange, the Trustee forth-
with shall eancel the surrendered Debenture or Debentures and coupons.

Upon any transfer or exchange of Debentures permitted by the
provisions of this Section 2.03, the Company, at its option, may require,
as a condition precedent to such transfer or exchange, the payment
of a sum sufficient to reimburse it for any stamp tax or any other
governmental charge with respect to any transfer involved therein
and, in addition thereto, a further sum not in excess of Two Dollars
($2) for each new Debenture issued upon any such transfer or exchange.

The Company shall not be required to make transfers or exchanges
of any Debentures called or being called for redemption, exeept as
provided in Section 3.02 of Article Three hereof.

Secriox 2.04. The aggregate principal amount of Debentures
which may be executed by the Company and authenticated by the
Trustee (except pursuant to Section 2.03, 2.05 and 2.07 hereof), is
limited to Two Million One Hundred Fifty Thousand Dollars ($2,150,-
000).
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Subject to the limitations of the next preceding paragraph, forth-
with upon the execution and delivery of this Indenture or from time
to time thereafter, Debentures may be executed by the Company and
delivered to the Trustee for authentication, and thereupon shall be
authenticated and delivered by the Trustee in accordance with the
written order of the Company, signed by its President or one of iis
Vice Presidents or its Treasurer, without any further action on behalf
of the Company.

Section 2.05. In case any Debenture shall at any time become
mutilated or be destroyed or lost or stolen, the Company in its discre-
tion may execute, and thereupon the Trustee shall authenticate and
deliver, a new Debenture of like tenor, together with all matured and
unpaid coupons and all unmatured coupons, if any, appurtenant thereto,
in exchange and substitution for such mutilated Debenture and its cou-
pons, if any, or in lieu of and in substitution for such desiroyed, lost
or stolen Debenture and its coupons, if any; or, if any such Debenture
or coupon shall have matured, instead of issuing a substitute Deben-
ture or coupon the Company may pay the same without surrender
thereof. In case of any such mutilation, destruction, loss or theft the
applicant for a substitute Debenture or for payment thereof or of any
coupon shall furnish to the Company and to the Trustee evidence to
their satisfaction of the mutilation, destruction, loss or theft of such
Debenture and appurtenant coupons, if any, and of the ownership
thereof, and also such security or indemnity as may be required by the
Company and the Trustee. Thereupon the Company shall execute and
the Trustee shall authenticate such substifute Debenfure and deliver the
same with appurienant coupons, if any, upon the written request or
authorization of the Company, or the Company may make such pay-
ment, as the case may be; and, subject to the provisions of Sections 10.01
and 10.02 of Article Ten hereof, the Trustee shall incur no liability to
anyone by reason of anything done or omitted to be done by it in good
faith under the provisions of this Section 2.05. Upon the issuance of
any substitute Debenture, the Company, at its option, may require the
payment of a sum sufficient to reimburse it for any stamp tax or other
governmental charge or other expense (including that of the Trustee}
connected therewith.
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Any such substitute Debentures authenticated and delivered in lieu
of and in substitution for any such mutilated, destroyed, lost or stolen
Debenture, pursuant to this Section 2.0, together with all appurtenant
coupons, if any, attached thereto upon the delivery thereof by the Trus-
tee, shall constitute original additional contractual liability on the part
of the Company, whether or not the mutilated, destroyed, lost or stolen
Debentures or coupons shall be at any time enforceable by anyone, and
shall be entitled to equal and proportionate benefits of this Indenture
with all other Debentures and coupons issued hereunder.

All Debentures are held and owned upon the express eondition that
the foregoing provisions are exclusive in respect of the replacement
of mutilated, destroyed, lost or stolen Debentures and shall preclude
any and all other rights and remedies, any law or statute now existing
or hereafter enacted to the contrary notwithstanding.

Secrion 2.06. Each Debenture delivered pursuant to any provi-
sion of this Indenture in exchange or substitution for, or upon the
transfer of, the whole or any part, as the case may be, of one or more
other Debentures shall carry all of the rights to interest accrued and
unpaid, and fo accrue, which were carried by the whole or such part,
as the case may be, of such one or more other Debentures and, notwith-
standing anything contained in this Indenture, such Debenture shall
be so dated, or have attached thereto such coupons, that neither gain
nor loss in interest shall result from such exchange, substitution or
transfer.

Secron 2.07. Pending the preparation of definitive Debentures
the Company may execute and the Trustee shall authenticate and de-
liver temporary Debentures (printed or lithographed at the option of
the Company), of any authorized denomination, and substantially in
the form of the definitive Debentures, but with such omissions, inser-
tions and variations as may be appropriate for temporary Debentures,
all as determined by the Board of Directors of the Company. Every
temporary Debenture shall be executed by the Company and shall be
authenticated by the Trustee upon the same conditions and in substan-
tially the same manner and with like effect as the definitive Debentures.
As soon as practicable the Company shall prepare and execute definitive
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Debentures and thereupon any temporary Debentures may he sur-
rendered in exchange therefor, without charge, at the principal office
of the Trustee and the Trustee shall authenticate and deliver in
exchange for such temporary Debentures a like aggregate principal
amount of definitive Debentures. Until so exchanged, the temporary
Debentures shall be entitled to the same benefit under this Indenture
as definitive Debentures authentieated and delivered hereunder.

II. Subordination of Debentures.

Secriow 2.08. The Company, for itself, its successors and assigns,
covenants and agrees, and each holder of Debentures, or any coupon,
by his acceptance thereof, likewise covenants and agrees, that the
payment of the principal of (and redemption premium, if any) and
Interest on each and all of the Debentures is hereby expressly subordin-
ated, to the extent and in the manner hereinafter set forth, in right of
payment to the prior payment in full of all Senior Indebtedness.

Sectron 2.09. Upon any distribution of assets of the Company
upon any dissolution, winding up, liquidation or reorganization of the
Company (whether in bankruptey, insolvency, reorganization or receiv-
ership proceedings or upon an assignment for the benefit of creditors
or any other marshalling of the assets and liabilities of the Company
or otherwise) the holders of all Senior Indebtedness shall first be
entitled to receive payment in full of the principal thereof and the
interest due thereon before the holders of the Debentures are entitled
to receive any payment upon the prineipal (and redemption premium,
if any) of or interest on indebtedness evidenced by the Debentures;
and upon any such dissolntion, winding up, liquidation, or reorganiza-
tion, any payment or distribution of assets of the Company of any
kind or character, whether in cash, property, or securities (other than
shares of stock of the Company as reorganized or readjusted or securi-
ties of the Company or any other corporation provided for by a plan
of reorganization or readjustment, the payment of which is subordin-
ated at least to the extent provided in this Subdivision IT of Article
Two with respect to the Debentures to the payment of all indebtedness
of the nature of Senior Indebtedness which may at the time be out-
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standing, provided that the rights of the holders of the Senior Indebt-
edness are not altered in any respeet by such reorganization or
readjustment) to which the holders of the Debentures or the Trustee
would be entitled except for the provisions of this Subdivision IT of
Article Two shall be paid by the liquidating trustee or agent or other
person making such payment or distribution, whether a frustee in
bankruptey, a receiver or liquidating trustee or otherwise, direct to the
holders of Senior Indebtedness or their representative or representa-
tives or to the trustee or trustees under any indenture under which
any instrument evidencing any of such Senior Indebtedness may have
been issued, ratably according to the aggregate amounts remaining
unpaid on account of the principal of and interest on the Senior
Indebtedness held or represented by each, to the extent necessary to
pay in full all Senior Indebtedness remaining unpaid, after giving
effect to any concurrent payment or distribution to the holders of
such Senior Indebtedness.

In the event that, notwithstanding the foregoing, upon any such
dissolution, winding up, liquidation or reorganization any payment or
distribution of assets of the Company of any kind or character, whether
in cash, property or securities (other than shares of stock of the
Company as reorganized or readjusted or securities of the Company
or any other corporation provided for by a plan of reorganization or
readjustment, the payment of which is subordinated at least to the
extent provided in this Subdivision II of Article Two with respect to
the Debentures to the payment of all indebtedness of the nature of
Senior Indebtedness which may at the time be outstanding, provided
that the rights of the holders of the Senior Indebtedness are not altered
in any respect by such reorganization or readjustment) shall be received
by the Trustee or the holders of the Debentures before all Senior
Indebtedness is paid in full, such payment or distribution shall be paid
over to the holders of such Senior Indebtedness or their representative
or representatives or to the trustee or trustees under the indenture
under which any instruments evidencing any of such Senior Indebted-
ness may have been issued, ratably as aforesaid, for application to the
payment of all Senior Indebtedness remaining unpaid, until all Senior
Indebtedness shall have been paid in full, after giving effect to any
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concurrent payment or distribution to the holders of such Senior
Indebtedness.

Upon any distribution of assets of the Company referred to in
this Subdivision II of Article Two, the Trustee and the holders of the
Debentures shall be entitled to rely upon any order or decree made by
any court of competent jurisdiction in which such dissolution, winding
up, liquidation or reorganization proceedings are pénding or upon a
certificate of the liquidating trustee or agent or other person making
any such distribution to the Trustee, or to the holders of the Debentures
for the purpose of ascertaining the persons entitled to participate
in such distribution, the holders of the Senior Indebtedness and other
indebtedness of the Company, the amount thereof or payable thereon,
the amount or amounts paid or distributed thereon and all other faets
pertinent thereto or o this Subdivision IT of Article T'wo.

Secrron 2.10. Nothing contained in this Subdivision II of Article
Two or elsewhere in this Indenture, or in any of the Debentures shall
prevent (a) the Company, at any time exeept during the pendency of
any such dissolution, winding up, liquidation or reorganization proceed-
ings, from making payments at any time of principal of (and redemp-
tion premium, if any) ox interest on the Debentures, or (b) the applica-
tion by the Trustee of any moneys deposited with it hereunder to the
payment of or on acecount of the principal of (and redemption premium,
if any), or interest on the Debentures.

Sectiox 2.11. Hach holder of Debentures by his acceptance
thereof authorizes and directs the Trustee in his behalf fo take such
action as may be necessary or appropriate to acknowledge or to effectu-
ate the subordination as provided in this Subdivision IT of Article Two
and appoints the Trustee his attorney in fact for any and all such
purposes.

ARTICLE THREE.

Redemption of Debentures.

Sectioxw 8.01. The Company, at its option to be exercised by reso-
lution of its Board of Directors, may redeem all, or any part of the
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Debentures at any time and from time to time (in amounts of $25 or
multiples thereof), prior to maturity, upon notice given as hereinafter
provided, at 100% of the principal amount thereof (or prinecipal amount
of the part of the Debentures so to be redeemed), together with unpaid
interest accrued thereon to the date fixed for redemption.

Section 3.02. Notice of redemption shall be given by the Company
by publication thereof once in each week for four (4) successive cal-
endar weeks (in each instance on any business day of the week) prior
to the redemption date in one newspaper printed in the English lan-
guage and customarily published on each business day and of general
circulation in the City of Houston, Texas, and in a similar newspaper
similarly published and of general circulation in the Borough of Man-
hattan, the City of New York, the first such publication to be made not
less than thirty (30) days nor more than ninety (90) days before such
redemption date. A copy of such notice shall also be mailed by the
Company at least thirty (30} days before the redemption date to the
registered holders of Debentures which are to be redeemed, at their
last addresses appearing upon the registry books, but such mailing
shall not be a condition precedent to such redemption and failure to
give such notice by mailing or any defect therein shall not affect the
validity of any proceedings for the redemption of Debentures.

Each such notice shall state the following: such election on the
part of the Company to redeem Debentures, specifying the date fixed
for redemption; if less than all of the Debentures are to be redeemed,
the distinguishing numbers and letters of the Debentures to be re-
deemed as a whole, and the distinguishing numbers and letters of the
Debentures to be redeemed in part (indicating the extent of the partial
redemption thereof, respectively), together with such other description
of the Debentures (and portions of Debentures, if any) as may be
necessary in order to identify the same (provided, that the notice to
be mailed to any registered holder of Debentures to be redeemed may
but need not so deseribe any other Debentures to be redeemed); the
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redemption price at which such Debentures are to be redeemed; where
payment of the redemption price of the Debentures to be redeemed is
to be made upon presentation and surrender of such Debentures with
all coupons appertaining thereto maturing after the date fixed for
redemption; that interest acerued to the date fixed for redemption will
be paid as specified in said nofice but that from and after said date
interest thereon will cease to acerue; that the principal of the Deben-
tures so to be redeemed may be converted into Common Stock up to
3:00 o’clock in the afternoon Cenfral Standard Time on the 5th day
prior to the date fixed for redemption, and the conversion price and
basis of conversion; that after provision has been made as herein pro-
vided for such notice and for the payment of the Debentures to he
redeemed the Debentures to the extent so called shall cease to be
entitled to any benefit under this Indenture except the right to receive
the redemption priee or to convert into Common Stock the Debentures
or portion of Debentures so called for redemption, which conversion
right shall terminate at 3:00 o’clock in the afternoon Central Standard
Time on the 5th day prior to said redemption date.

The sworn certificate of the Company as to the giving of proper
notice of redemption shall be full and complete anthority to the Trustee
for any action to be taken by it in reliance thereon, subject to the pro-
visions of Sections 10.01 and 10.02 of Article Ten hereof.

If less than all the Debentures are to be redeemed, the Company
shall give the Trustee adequate notice in advance as to the aggregate
principal amount of Debentures to be redeemed, and thereupon the
Trustee shall draw by lot, in such manner as it shall deem appropriate
and fair in its diserefion, and not inconsistent herewith, the numbers
of the Debentures to be redeemed and shall thereafter promptly notify
the Company in writing of the numbers of the Debentures to be re-
deemed, and the Company shall cause to be given the notice of re-
demption provided for in this Section 3.02.

If, in the case of the redemption of less than all of the Debentures
at the time outstanding, there shall have been designated for redemption
as aforesaid a portion but less than all of any outstanding Debenture,
then, upon surrender for cancellation of such Debenture there shall be
paid to the holder of such Debenture the principal amount of the portion
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of such Debenture so designated for redemption and unpaid accrued
interest in respect thereof together with the applicable premium, if
any; and the Company shall execute and the Trustee shall thereupon
authenticate and deliver to the holder thereof, at the expense of the
Company, a new Debenture or Debentures of authorized denominations
for the principal amount of such Debenture remaining unpaid.

Before the redemption date specified in any notice given by the
Company of its exereise of its right to redeem Debentures, the Company
shall deposit with the Trustee or any paying agent, other than the
Company, an amount in cash sufficient to redeem all of the Debentures
which are to be redeemed (in whole or in part) on the redemption date
specified in such notice, and such cash shall be held by the Trustee or
such paying agent for the benefit of the respective holders of such
Debentures and shall be paid to them respectively as aforesaid. If,
after having given such notice in any instance, the Company shall fail
to deposit the necessary funds for such redemption, such failure shall
constitute an event of default under this Indenture and thereupon all
the remedies provided for in Article Six hereof with respect to an event
of default shall be available and enforceable by the Trustee and the
holders of the Debentures.

Secrrow 3.03. Subject to and except as otherwise provided in
Section 4.01 of Article Four hereof relating to conversion of Debentures
into Common Stock, if the amount necessary to redeem any Debentures
called for redemption under this Article Three shall have been deposited
with the Trustee or with any paying agent, other than the Company, and
the notice of redemption hereinbefore specified shall have been given,
such Debentures to the extent so called, whether or not presented for
redemption, shall cease to be entitled to any benefit under this Indenture,
except the right to receive the redemption price upon presentation
thereof, and cease to be outstanding hereunder; and thereupon and
upon completion of said notice such Debentures, to the extent so called,
shall become due and payable on the redemption date duly specified in
said notice, no. interest will accrue thereon after said date, coupons
thereto appurtenant maturing after said date shall be void, and the
holders of such Debentures to the extent so called, shall look for the
payment of the called prineipal of such Debentures and premium, if
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any, and of accrued and unpaid interest, solely to the money so de-
posited with the Trustee or such paying agent or held by the Trustee
or such paying agent for that purpose and in no event to the Company,
excep{ as provided in Section 12.02 hereof.

All Debentures and coupons appurtenant therefo redeemed and
paid under this Article Three shall be canceled by the Trustee; and no
Debentures shall be issued hereunder in place thereof.

If the redemption date be a legal holiday or a day on which banking
institations are authorized by law to close, then payment of the redemp-
tion price and interest payable upon redemption may be made on the
next succeeding day, not a legal holiday nor a day on which banking
institutions are authorized by law to close, with the same force and
offect as if made on the nominal redempiion date, and no interest shall
acerue for the period after the nominal redemption date upon the

Debentures so redeemed.
ARTICLE FOUR.

Conversion Into Common Stock.

SecrioN 4.01. At the option of the holder thereof, any Deben-
ture or any portion of the principal amount thereof which is $25 or a
multiple thereof may, at any time on or prior to July 1, 1971, or in
case such Debenture or portion thereof shall be called for redemption
prior to such date, then only until the time fixed pursuant to the next
succeeding sentence, be converted at the principal amount thereof, or
such portion thereof, into Common Stock of the Company at the con-
version price of $8.70 per share, subject to adjustment as hereinafter.
provided.

If all or any Debentures or portion thereof are called for redemp-
tion pursuant to the provisions of Article Three hereof, the Debentures
so ealled for redemption shall be convertible into Common Stock of the
Company at the option of the holders at any time after notice of
redemption and before 3:00 o’clock in the afternoon Central Standard
Time on the 5th day prior to the redemption date of such Debentures
at the conversion price per share of Common Stock in effect at the
time such Debentures are surrendered for conversion.

The holder of any Debenture of a denomination larger than $25
shall be entitled, at his option, to exercise the right of conversion in
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respect of any portion of the principal amount thereof consisting of
$25 or any multiple thereof and, upon the surrender of such Debenture
for partial conversion, the Company shall execute and the Trustee
shall authenticate and deliver, at the expense of the Company, in ex-
change for the unconverted portion of such Debenture, a new Deben-
ture or Debentures for a like aggregate amount in such authorized
denominations as the holder may elect.

The Company shall not be required to izsue any fraction of a share
of stock or serip representing a fraction of a share of stock on any
conversion pursuant to this Article Four. Upon the surrender and
acceptance of a Debenture for conversion at the office or agency speci-
fied in Section 5.03 hereof, the holder shall be entitled to receive the
number of full shares of Common Stock equal to the quotient (exclusive
of fractions) obtained by dividing the principal amovnt of the Deben-
ture so surrendered by the conversion price then in effect, and an
amount in cash, as an adjustment in lien of any fraction of a share
resulting from such division, equal to such fraction multiplied by the
then applicable conversion price of one share of Common Stock, If
more than one Debenture shall be surrendered and accepted for con-
version at any one time by the same holder, the number of full shares
issuable upon conversion and any fraction of a share in respect of
which a cash adjustment is to be made shall be computed by dividing
the conversion price then in effect into the aggregate principal amount
of all Debentures so surrendered and accepted for conversion by such
holder.

In the case of coupon Debentures, the surrender thereof shall be
with all unmatured coupons thereto appertaining. In the case of the
surrender of coupon Debentures which are at the time registered as
to principal, such Debentures shall be duly endorsed, or accompanied
by a written instrument or insfruments of surrender in form satis-
factory to the Company, duly executed by the holder or his attorney
duly authorized in writing.

Seeriox 4.02. The Company shall issue and deliver in exchange
for the Debentures so surrendered, as soon as practicable after such
surrender, certificates representing the number of shares of Common
Stoek into which such Debenfures shall be convertible, issued in the
names of the holders thereof or in such name or names as they may
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direct. The conversion right in respect of any Debentures shall be
deemed to be exercised upon the receipt by the Company of the Deben-
tures and any coupons thereto appurtenant, so surrendered, duly
endorsed or accompanied by written instrument, if required as above
provided. The holders of such Debentures shall be deemed to have
become stockholders of record as of the date upon which such Deben-
tures shall have been so received. Thereupon, such Debentures shall be
deemed to be satisfied and discharged and no longer outstanding for any
of the purposes of this Indenture and shall be delivered to and cancelled
by the Trustee and no Debentures in licu thereof shall be issued by
the Company. The receipt of such Debentures so surrendered and
accepted for conversion shall be deemed to be full payment for the
Common Stock issued in conversion thereof.

Secrioxn 4.03. The provisions of Seetion 4.01 of this Article are
subject to the following provisions relating to the adjustment from
time to time of the eonversion price governing the conversion of Deben-
tures into Common Stock:

A. If and whenever the Company shall issue any Commeon
Stock {other than Common Stock reserved for issue upon the con-
version of the Debentures issned hereunder), in addition to the
number of shares of Common Stock of the Company which will be
outstanding at the close of business on July 2, 1956, either as a
dividend or otherwise, without consideration, or for a consideration
per share less than the conversion price then in effeet, then, and
thereafter successively upon each such issuance, the conversion
price in effect 1mmed1ately prior to the issuance of such additional
shares shall forthwith be reduced to a price determined by dividing

(1) anamount equal to (a) the total number of shares of
Common Stock outstandlng 1mmed1ate1y prior to such issuance
multlphed by the conversion price in effect immediately prior
to such issuance plus (b) the consideration, if any, received
by the Company upon such issuance, by

(2) the total number of shares of Common Stock out-
standing immediately after the issuance of such additional
shares.

Anything in this Article Four to the contrary motwithstand-
ing, the Company shall not be required to make any adJustment
of the conversion price in acecordance with the foregoing provi-
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sions of this Section 4.03 if the amount of such adjustment would
be less than fifty cents per share, but in such case any adjustment
that would otherwise be required then to be made shall be carried
forward and shall be made at the time of and together with the
next subsequent adjustment, which, together with any adjustment
or adjustments so carried forward, shall amount to not less than
fifty cents per share.

For the purposes of this Subdivision A, the following pro-
visions shall also be applicable:

(1) In case of the issuance of additional Common Stock
for cash, the consideration réceived by the Company therefor
shall be deemed to be the amount of cash received by the Com-
pany for such shares, before deducting therefrom any cominis-
sions or other expenses paid or incurred by the Company for
any underwriting of, or otherwise in connection with, the
issuance of such shares.

(2) In case of the issnance (otherwise than upon conver-
sion or exchange of obligations or shares of stock of the Com-
pany) of additional Common Stock for a consideration other
than cash or a consideration a part of which shall be other than
cash, the amount of the consideration other than eash received
by the Company for such shares shall be deemed to be the value
of such consideration as determined by resolution of the Board
of Directors.

(3) In case of the issuance of additional Common Stock
(other than Common Stock reserved for issue upon the conver-
sion of the Debentures issued hereunder) upon the conversion
or exchange of any obligations or of any shares of stock of
the Company, the amount of the consideration received by the
Company for such Common Stock shall be deemed to be the
consideration received by the Company for such obligations
or shares so converted or exchanged, before deduecting from
such consideration so received by the Company any expenses
or commissions incurred or paid by the Company for any
underwriting of, or otherwise in connection with, the issuance
of such obligations or shares, plus any consideration or adjust-
ment payment received by the Company in connection with such
conversion or exchange.

(4) The number of shares of stock of any class at any

time outstanding shall include all shares of stock of that class
then owned or held by or for the account of the Company.
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(5) In case of the issuance of additional Common Stock
as a dividend, the aggregate number of shares of Common
Stock issued in paymeént of such dividend shall be deemed to
have been issued without consideration.

B. If at any time or from time to time the Company shall, by
split-up, combination of shares, or otherwise, change as a whole the
outstanding number of shares of its Common Stock into a different
number of shares, thereafter any holder of Debentures, upon con-
version thereof, shall be entitled to receive, in lieu of the number
of shares of Common Stock to which, but for such change, he would
be entitled, that number of shares for which suech Common Stock
would have been exchangeable had they been outstanding at the
time of such change, and the conversion price per share shall be
correspondingly adjusted.

C. The above provisions of this Section 4.03 shall gimilarly
apply to successive issues, split-ups or combinations of Common
Stock.

Speriox 4.04. Upon the conversion of the Debentures into Com-
mon Stock of the Company no allowance or adjustment shall be made
either for acerued interest upon the Debentures or acerued dividend

rights upon the Common Stock.

Sporiox 4.05. In case of any capital reorganization or any reclas-
sification of the capital stock of the Clompany or in case of the consoli-
dation of the Company with, or merger of the Company into, another
corporation (other than a merger in which the Company is the continu-
ing corporation and which does not result in any reclassification or
change of its outstanding shares of Common Stock) or the conveyance
of all or substantially all of the assets of the Company to another
corporation, thereaffer any holder of Debentures, upon conversion
thereof, shall be entitled to receive (in lieu of the number of shares
of Common Stoek to which, but for such change, he would be entitled)
the number of shares of stock or other seeurities or property to which
a holder of the number of shares of Common Stock of the Company
deliverable upon conversion of such Debenture would have been en-
titled npon such reorganization, reclassification, consolidation, merger
or conveyance ; and, in any such case, appropriate adjustment (as deter-
mined by the Board of Directors) shall be made in the application of
the provisions herein set forth with respect to the rights and interests
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thereafter of the holders of Debentures, to the end that the provisions
set forth herein (including provisions with respeet to changes in, and
other adjustments of, the conversion price) shall thereafter be apphi-
cable, as nearly as reasonably may be, in relation to any shares of stock
or other securities or other property thereafter deliverable upon the
conversion of Debentures. Any such adjustment which shall be made
by and set forth in a supplemental indenture entered into pursuant to
Section 13.01 hereof and approved by the Board of Directors of the
Company shall for all purposes hereof conclusively be deemed fo be an
appropriate adjustment. The subdivision or combination of shares of
Common Stock at any time outstanding into a greater or lesser number
of shares of Common Stock (whether with or without par value) shall
not be deemed to be a reclassification of the eapital stock of the Company
for the purposes of this Section 4.05.

SpotioN 4.06. The Company covenants that it will at all times
‘reserve and keep available out of its authorized Common Stock solely
for the purpose of issue upon conversion of Debentures as herein pro-
vided, such number of shares of Common Stock as shall from time to
time be issuable upon the conversion of all outstanding Debentures. If
the taking of any action would cause an adjustment reducing the
then prevailing eonversion price below the then prevailing par value,
if any, of the Common Stock, the Company will take such corporate
action as may, in the opinion of its counsel, be necessary in order
that the Company may validly and legally issue fully paid and non-
assessable shares of its Common Stock at such adjusted conversion
price.

Sporiox 4.07. The issuance of certificates for shares of Common
Stock upon the conversion of any Debenture shall be made without
charge to the converting debenture holder for such certificates or any
tax in respect of the issuance of such certificates, and such certificates
shall be issued in the respective names of, or in such names as may be
directed by, the holder of the Debenture so converted; provided, how-
ever, that in the event that certificates for shares of Common Stock are
1o be issued in a name other than the name of the registered holder of
the Debenture so converted, said Debenture when surrendered for con-
version shall be accompanied by an instrument of transfer, in form satis-
factory to the Company, duly executed by the registered holder thereof
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or his duly authorized attorney, and provided further, that the Company
shall not be required to pay any tax which may be payable in respeet
of any transfer involved in the issuance and delivery of any such cer-
tificates in & name other than that of the holder of the Debenture so
converted, and the Company shall not be required to issue or deliver
such certificates unless or until the person or persons requesting the
issuance thereof shall have paid to the Company the amount of such
tax or shall have established to the satisfaction of the Company that
such tax has been paid.

Secrion 4.08, Whenever the conversion price shall be adjusted
pursuant to the provisions of Section 4.03, the Company shall forthwith
file with the Trustee a statement signed by its President or one of its
Vice Presidents speeifying the adjusted conversion price determined as
provided in Section 4.03. Such statement shall show in reasonable
detail the method of caleulation of such adjustment and the faets requir-
ing the adjustment and upon which the caleulation is based. Subject
to the provisions of Sections 10.01 and 10.02, the Trustee shall be under
no duty or responsibility with respect to any such statement, except to
exhibit the same. from time to time to any debenture holder desiring
an inspection thereof. The Company shall forthwith cause a notice
setting forth the adjusted conversion price to be published once in a
newspaper printed in the English language and customarily published
on each business day and of general circulation in the City of Houston,
Texas, and in a similar newspaper similarly published and of general
circulation in the Borough of Manhattan, the City of New York; and
shall send a copy of such notice by mail, first class postage prepaid,
to each holder of Debentures registered as to principal at his address
appearing on the registration books of the Company.

ARTICLE FIVE,
Certain Covenants of the Company.

Seoriox 5.01. The Company covenants that it is duly authorized
to execute and deliver this Indenture and to issue and sell the Deben-
tures, and that the Debentures and coupons appurtenant thereto in the
hands of holders thereof are and will be valid and enforceable obliga-
tions of the Company in accordance with their terms and the terms of
this Indenture.
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The Company covenants that it will duly and punctually pay the
principal of, and premium, if any, and interest on, each of the Deben-
tures at the times and place and in the manner mentioned in the Deben-
tures, and in the coupons appurtenant thereto, and herein, according
to the true intent and meaning theveof and hereof, in coin or currency
which at the time of payment is under the laws of the United States of
America legal tender for the payment of public and private debts.
When and as Debentures and coupons are paid they shall be canceled
by the Trustee; and the Company covenants that no Debentures or
coupons shall be issued hereunder in place thereof.

The Company covenants that, if it shall appoint a paying agent
other than the Trustee, it will cause such paying agent to execute and
deliver to the Trustee an instrument in which it shall agree with the
Trustee, subject to the provisions of this paragraph, (1) that such
paying agent shall hold in trust for the benefit of the holders of Deben-
tures or coupons, as the case may be, or of the Trustee all sums held
by such paying agent for the payment of the principal of, or interest
or premium on, any Debentures; and (2) that such paying agent shall
give the Trustee notice of any default by the Company or other obligor
in the making of any deposit with it for the payment of the principal
of, or interest or premium on, any such Debentures when the same may
be due and payable, and of any default by the Company or other obligor
in the making of any such payment to or through such paying agent.
Such paying agent shall not be obligated to segregate such sums from
other funds of such paying agent, except to the extent required by law.
Anything in this paragraph to the contrary notwithstanding, the agree-
ment to hold sums in trust as provided in this paragraph shall be
subject to the provisions of Section 10.07 of Article Ten and Section
12.02 of Article Twelve hereof.

If the Company shall act as its own paying agent, it will, on or
before each due date of the principal of (and premium, if any) or each
installment of interest on the Debentures, set aside and segregate and
hold in trust for the benefit of the holders of the Debentures, or of the
coupons, as the case may be, a sum sufficient to pay such prineipal (and
premium, if any) or interest so becoming due and will notify the
Trustee of such action, or of any failure to take such action.

Seorion 5.02. The Company covenants and agrees that it will
not, direetly or indirectly, extend or consent to the extension of the
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time for the payment of any coupon appurtenant {o any of the Deben-
tures and will not, dirvectly or indirectly, be a party te or approve of
any such darrangement by purchasing or funding such coupons or in
any other manner, No coupon, the time of payment of which shal have
been extended, or which shall have been purchased or funded, and no
such coupon whieh in any way before, at or after maturity, shall have
been transferred or pledged separate or apart from the Debenture to
which it belongs, unless accompanied by such Debexnture, shall he
entitled in case of a default hereunder to any benefit under this Inden-
ture, except after the prior payment in full of the principal of all the
Debentures and of ali coupons not so extended, purchased, funded,
transferred or pledged.

Seoron 5.03. Aslong as any of the Debentures remain outstand-
ing, the Company will maintain an office or ageney in the City of
Houston, Texas, where the Debentures may be presented for regis-
tration, transfer and exchange, and where notices and demands to or
upon the Company in respect of the Debentures and coupons, or of this
Indenture, may be made or served, and the Company will likewise
maintain an office or agency in the City of Houston, Texas, and in the
Borough of Manhattan, the City of New York, where Debentures may
be presented for conversion and where Debentures and coupons may be
presented for payment. Unless otherwise designated by the Company
in a notice to the Trustee, such office or agency in the City of Houston,
Texas, for all of the above purposes shall be the principal office of the
Trustee, and such office or agency in the City of New York for the
purposes of conversion and payment shall be J. P. Morgan & Co., 23
Wall Street, New York, N.Y. The Company will give to the Trustee
notice of any change of location of any such office or ageney. In case
the Company shall fail to maintain such office or agency or shall fail
to give such notiee of any change in location thereof, presentations
and demands may be made and notices may be served at the principal
office of the Trustee in the City of Houston, Texas.

Secrion 5.04. The Company covenants that it will, subject to the
provisions of Article Eleven hereof, at all times maintain its corporate
existence and right to earry on business, and will use its best efforts to
maintain, preserve and renew all its rights, powers, privileges and
franchises.
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ARTICLE SIX,
Remedies of the Trustee and Debenture Holders.

Beotron 6.01. If one or more of the following events, herein
called “events of default”, shall happen, and be continuing, that is
to say:

(1) if default be made in the punctual payment of the prin-
cipal of any of the Debentures, with the premium thereon, if any,
when and as the same shall become due and payable, whether at
the maturity or upon the redemption date of said Debentures or
by declaration as provided in this Indenture, or

(2) if default be made in the payment of any installment of
interest on any of the Debentures and such defaunlt shall continue
for thirty (30) days after such installment becomes due and
payable, or

(3) 1if default be made in the due observance or performance
of any other covenant, condition. or agreement on the part of the
Company or its successors or assigns contained in the Debentures
or in this Indenture or in any indenture supplemental hereto, and
any such default shall continue for sixty (60) days after written
notice thereof, specifying such default and requiring the same
to be remedied, shall have been given to the Company by the
Truostee or to the Company and the Trustee by the holders of at
least twenty-five per cent. (25%) in aggregate principal amount
of the Debentures at the time outstanding, or

(4) 1if, by the order of a court of competent jurisdiction, a
receiver or liquidator or trustee of the Company or of any of its
property shall be appointed and shall not have been discharged
within sixty (60) days, or if, by decree of such a court, the Company
shall be adjudicated baukrupt or insolvent and such decree shall
have continued undischarged and unstayed for sixty (60) days
after the entry thereof, or if a petition to reorganize the Company
pursuant to the National Bankruptecy Aect or any other similar
statute applicable to the Company, as now or hereafter in effect,
shall be filed against the Company and shall not be dismissed within
sixty (60) days after such filing, or

(5) if the Company shall file a petition in voluntary bank-
ruptey under any provision of any bankruptey Iaw or shall consent
to the filing of any bankruptey or reorganization petition against
it under any such law, or if (without limitation of the generality
of the foregoing) the Company shall file a petition to reorganize
the Company pursuant to the National Bankruptey Aect or any
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enforceable, on the overdue installments at the rate of six per
centum per ammum); such payments to be made, subject to the
provisions of Section 5.02 of Article Five hereof, ratably to the
persons entitled thereto without diserimination or preference;

(¢) In case the principal of such Debentures shall have be-
come due by declaration or otherwise, to the payment of the whole
amount then unpaid upon such Debentures then outstanding for
principal and interest (with interest, so far as the same may be
legally enforceable, at the rate of six per centum per annum. on
the overdue principal and installments of interest); and, in case
such moneys shall be insufficient to pay in full the whole amount
so payable upon such Debentures, then, subject to the provisions
of Section 5.02 of Article Five hereof, to the payment of such
principal and interest, without preference or priority of principal
over interest, or of interest over principal, or of any installment
of interest over any other installment of interest, ratably to the
aggregate of such prineipal and interest;

(d) To the payment of all other amounts payable by the
Company under the terms of this Indenture;

(e) To the payment of the surplus, if any, to the Company,
its successors or assigns, or to whomsoever may be lawfully entitled
to receive the same, or as a court of competent jurisdiction may
direct.

Seorion 6.05. All remedies specifically conferred on the Trustee
or the holders of Debentures under this Indenture shall be deemed
cumulative and not exclusive of any thereof or of any other remedies
available to the Trustee or the holders of Debentures at law or in equity
or otherwise, and no delay or omission of the Trustee or of any Deben-
ture holder to exercise any right or power accruing upon any default,
oceurring and eontinuing as aforesaid, shall impair any such right or
power or shall be construed to be a waiver of any such default or an
acquiescence therein; and every power and remedy given by this Inden-
ture to the Trustee or to the Debenture holders may be exercised from
time to time as often as shall be deemed expedient by the Trustee or
by the Debenture holders.

In case the Trustee shall have proceeded to enforce any right under
this Indenture, by sale or otherwise, and such proceedings shall have
been discontinued and abandoned because of waiver, or for any other
reason, or shall have been determined adversely to the Trustee, then,
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other similar statute applicable to the Company, as now or here-
after in effect, or if the Company shall take action looking to the
dissolution or liguidation of the Company (except in connection
with a consolidation or merger pursuant to Article Eleven hereof),
or if the Company shall make an assignment for the benefit of its
ereditors, or shall admit in writing its inability to pay its debts
generally as they become due, or shall consent to the appointment
of a receiver, or trustee, or liquidator, of the Company of all or
any part of its property—

then in each and every case (unless the prineipal of all the Debentures
shall already have become and be due and payable} at any time during
the continuance of any such event of default, either the Trustee, or the
holders of not less than twenty-five per cent, (25%) in aggregate prin-
cipal amount of the Debentures then outstanding hereunder, by notice
in writing given to the Company (and to the Trustee if given by deben-
ture holders), may declare the principal of all the Debentures then out-
standing to be due and payable immediately, and upon any such decla-
ration the same shall become and be due and payable immediately,
anything in this Indenture or in the Debentures contained to the con-
trary notwithstanding.

This provision, however, is subject to the condition that if at any
time after the prineipal of the Debentures shall have been so declared
and become due and payable, and before any judgment or decree for
the payment of the moneys so due, or any part thereof, shall be entered,
all arrears of interest upon all the Debentures (with interest, so far as
the same may be legally enforceable, at the rate of six per centum per
annum upon any overdue installments of interest) and all other sums
payable under this Indenture (except the prinecipal of the Debentures
which by such declaration shall have become payable), shall have been
duly paid, and every other default and event of default known to the
Trustee with respect to any covenant or provision of the Debentures
or of this Indenture, shall have been macde good or waived as provided
in Section 6.02, then and in every such case the holders of a majority
in aggregate principal amount of the Debentures then outstanding
may, by written instrument filed with the Trustee, rescind and annul
such declaration and its consequences; butf no such rescission or annul-
ment shall extend to or affect any subsequent or then existing defanlt
or cvent of defaunlt or impair any right consequent thereon.
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Secrion 6.02. The Company covenants and agrees that (1) if
default be made in the payment of any installment of interest on any
of the Debentures and such default shall continue for thirty (30) days,
or (2) if default be made in the punctual payment of the principal of
any of the Debentures, with the premium thereof, if any, when the
same shall become due and payable, whether at the maturity or upon
the redemption date of said Debentures or by declaration as provided
in this Indenture, then, upon demand of the Trustee, the Company will
pay to the Trustce, for the benefit of the holders of the Debentures
and coupons then outstanding, the whole amount which then shall have
become due and payable on the Debentures and coupons for interest
or prineipal or both, as the case may be (with interest, so far as the
same may be legally enforceable, at the rate of six per centum per
annum upon the overdue prinecipal and installments of interest), and
in addition thereto sueh further amount as shall be sufficient to cover
the cost and expenses of collection, including a reasonable compensa:
tion to the Trustee, its agents, attorneys and counsel and any expenses
or liabilities incmrred by the Trustee hereunder (execept expenses or
liabilities incurred by reason of the negligence or bad faith of the Trus-
tee). In case the Company shall fail to pay the same forthwith upon
such demand, the Trustee in its own name, and as trustee of an express
trust, shall be authorized to recover judgment for the whole amount of
such prineipal and/or interest so due and unpaid against the Company
or any other obligor upon the Debentures.

In case any one or more events of default shall happen, the Trustee,
during the continuance thereof, in its own name and as trustee of an
express trust, may in its discretion, and upon request in writing of
the holders of not less than a majority in aggregate prineipal amount
of the Debentures then outstanding shall, institute such aections or
proceedings at law or in equity as it shall deem expedient for the
protection of the rights of the Trustee and of the holders of Debentures,
and may prosecute any such action or proceedings to judgment or final
decree, and may enforce any such judgment or final decree against the
Company or any other obligor on the Debentures.

No recovery of any judgment or the obtaining of any final decree
by the Trustee, and no levy of an execution under any such judgment
or final decree upon any property of the Company or any other obligor
on the Debentures, shall in any manner or to any extent affect any
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rights, powers or remedies of the Trustee or any rights, powers or
remedies of the holders of the Debentures, but such rights, powers
and remedies of the Trustee and of the holders of fhe Debentures
shall continue unimpaired as before nntil the payment of all principal,
interest and other amounts payable by the Company or any other
obligor on the Debentures and coupons and this Indenture.

All rights of action under this Indenture or under any of the
Debentures or coupons may be enforced by the Trustee withouf the
possession of any of the Debentures or coupons or the production
thereof at any trial or other proceedings relative thereto, and any suif
or proceeding instituted by the Trustee shall be brought in its own
name, and as trustee of an express trust, and any recovery of judgment
shall be for the ratable benefit of the holders of the Debentures and (sub-
jeet to the provisions of Section 5.02 of Article Five hereof) coupons.

The holders of at least a majority in aggregate principal amount
of the Debentures then outstanding shall have the right, from time to
time, (A) to direet the time, method and place of conducting any pro-
ceeding for any remedy available to the Trustee, or of exercising any
trust or power conferred upon the Trustee, under this Indenture, or
(B) on behalf of the holders of all of the Debentures to waive any past
default in the performance of any of the covenants contained herein
and its consequences, excluding a default in the performance of any
covenant contained in the Debentures for the payment of interest on
or the principal of (and prémium, if any, on) any of the Debentures or
for the conversion or redemption thereof. In the case of any such
waiver, the Company, the Trustee and the holders of the Debentures
shall be restored to their former positions and rights hereunder, respec-
tively; but no such waiver shall extend to any subsequent or other
default or impair any right consequent thereon.

Seorow 6.03. In case there shall be pending proceedings for the
bankruptey or for the reorganization of the Company or other obligor
upon the Debentures under the National Bankruptey Act or any other
applicable law or in conneetion with the insolvency of the Company or
other obligor upon the Debentures or in case a receiver or trustee shall
have been appointed for its property, or in case of any other judicial
proceedings relative to the Company or other obligor upon the Deben-
tures, its creditors or its property, the Trustee, irrespective of whether
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the principal of the Debentures shall then be due and payable as therein
expressed or by declaration or otherwise and irrespective of whether
the Trustee shall have made any demand pursuant to the provisions of
Section 6.02, shall be entitled and empowered, by intervention in such
proceedings or otherwise, to file and prove a claim or elaims for the
whole amount of prineipal, premium, if any, and. interest owing and
unpaid in respect of the Debentures, and to file such other papers or
documents as may be necessary or advisable in order to have the claims
of the Trustee and of the Debenture holders allowed in any judieial
proceeding relative to the Company, or other obligor upon the Deben-
tures, its creditors, or its property, and to collect and receive any
moneys or other property payable or deliverable on any such claims,
and to distribute the same after the deduction of the amount payable
to the Trustee under Section 10.08; and any receiver, assignee or trus-
tee in bankruptey or reorganization is hereby authorized by each of
the Debenture holders to make such payments to the Trustee, and, in
the event that the Trustee shall consent to the making of such payments
directly to the Debenture holders, to pay to the Trustee any amount
due it under Section 10.08.

Szeriox 6.04. Any moneys collected by the Trustee under or pur-
snant to, or as authorized or permitted by, this Article Six, together
with any other sums held by the Trustee hereunder (other than sums
held in trust for the benefit. of the holders of particular Debentures
or coupons), shall be applied in the order set forth below at the date
fized by the Trustee for distribution of such moneys upon presentation
(except in respect of subsection (a) below) of the several Debentures
and/or coupons, as the case may be, with respect to which such moneys
were collected, and stamping thereon the payment, if only partially
paid, or upon the surrender thereof, if fully paid:

(a) To the payment of costs and expenses, including reason-
able compensation to the Trustee, ils agents, and counsel, and of
all expenses incurred in good faith, and advances made or incurred
by the Trustee;

(b) In case the principal of such Debentures shall not have
become due, to the curing of the default in respect of which such
moneys were collected and any balance to the payment of any
snterest in default in the order of the maturity of the instaliments
of such interest (with interest, so far as the same may be legally
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and in every such case, the Company and the Trustee shall severally and
respectively be restored to their former position and rights hereunder,
and all rights, remedies and powers of the Trustee shall continue as
though no such proceedings had been taken.

SecTion 6.06. Regardless of the happening of an event of default
(but subject to the provisions of ‘Sections 10.01 and 10.02 of Article Ten
hereof) the Trustee may, but unless first requested so to do by the
holders of not less than a majority in aggregate principal amount of all
the Debentures then outstanding shall not be under any obligation to,
institute. and maintain such suits and proceedings as may be deermed
necessary or expedient to prevent any impairment of the rights of the
Trustee or the rights of the Debenture holders hereunder by any acts
or omissions of the Company, or of others, which may be in violation of
this Indenture, or as may be deemed necessary or expedient to preserve
and to protect the rights of the Trustee and the rights of the Debenture
holders.

SeorroN 6.07. In order to promote and protect the equal and
ratable rights of every holder of the Debentures and coupons and to
avoid multiplicity of suits, all of the Debentures and coupons shall be
and are subject to the following conditions:

No holder of any Debenture or coupon shall have any right fo
institute or maintain any action, suit or proceeding, at law or in equity,
upon or under or with respect to this Indenture, or for the execution of
any trust or power hereof, unless (1) written notice shall previously
have been given to the Trustee of an existing event of default, specifying
briefly the nature and extent thereof, (2) the holders of at last twenty-
five per cent. (256%) in aggregate principal amount of the Debentures
then outstanding shall have made written request to the Trustee, after
the happening and continnance of such event of default, to proceed
under this Indenture, and (8) after reeceipt by the Trustes of such
notification and request the Trustee shall have neglected or refused
to execute the powers hereinbefore granted or to institute any such
action, suit or proceeding in its own name for sixty (60) days; and such
notification, request and negleet or refusal by the Trustee are hereby
declared in every such case, at the option of the Trustee, to be conditions
precedent to the execution otherwise than by the Trustee of the powers
and trusts of this Indenture and to any action or caunse of action or any
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remedy hereunder; it being understood and intended and being ex-
pressly covenanted by every taker and holder of every Debenture and
coupon with the Company and with every other taker and holder that
no one or more holders of the Debentures or coupons shall have any
right, in any manner whatever, to affect, disturb or prejudice the rights
of the holders of any other of the Debentures or coupons hereunder, or
to enforee any right hereunder, except in the manner herein provided,
and that all proceedings hereunder shall be instituted and maintained
in the manner herein provided for the equal, ratable and common benefit
of all holders of the Debentures and (subject to the provisions of Sec-
tion 5,02 of Article Five hereof) coupons; provided, however, that noth-
ing contained in this Section 6.07 or elsewhere in this Indenture or in
the Debentures or coupons shall affect or impair the obligation of the
Company, which is unconditional and absolute, to pay the principal of,
premium, if any, and interest on, the Debentures as therein provided
or affect or impair the right of action, which is also absolute and uncon-
ditional, of the holders of Debentures and coupons to institute suif to
enforce such payment by virtue of the contract embodied in the
Debentures and eoupons.

SecTion 6.08. Upon any sale made under writ of execution issued
on any judgment for recovery of the indebtedness evidenced by the
Debentures or recovered under this Indenture or upon any sale for
the purpose of discharging such indebtedness, any purchaser shall be
entitled in making settlement or payment of the purchase price of the
property purchased to present and to turn in and use (subjeet to the
provisions of Section 5.02 of Article IMive hereof) any of the Debentures
and coupons then matured and unpaid, said Debentures or coupons
being computed for that purpose out of the net proceeds of such sale
to such purchaser, as the holder thereof, for his just share and propor-
tion of said net proceeds; and, if the proportion so payable in respect
of such Debentures and coupons shall be lesg than the amount for
which the Company may be liable thereon then the receipt endorsed
thereon under the direction of any person authorized to receive pay-
ment of the purchase price for the amount to be so allowed or credited
thereon shall constitute such partial payment and settlement and shall
be conclugive proof of the amount thereof.




41

At any such sale any holder or holders of the Debentures or cou-
pons may, directly or through one or more agents, bid for and purchase
the property sold for his or their own account, and may make payment
therefor as aforesaid and may hold, retain and dispose of such property
without further accountability.

Secrion 6.09. All parties to this Indenture agree, and each holder
of any Debenture by his acceptance thereof shall be deemed to have
agreed, that any court may in its diseretion require in any suit for the
enforcement of any right or remedy under this Indenture, or in any
suit against the Trustee for any action taken or omitted by it as Trus-
tee, the filing by any party litigant in such suit of an undertaking to pay
the costs of such suit, and that such court may in its discretion assess
reasonable costs, including reasonable attorney’s fees, against any
party litigant in such suit, having due regard to the merits and good
faith of the claims or defenses made by such party litigant; but the
provigions of this Section 6.09 shall not apply to any suit instituted
by the Trustee, to any suit instituted by any holder of a Debenture,
or group of holders of Debentures, holding more than ten per cent.
(10%) in aggregate principal amount of the Debentures outstanding,
or to any suit instituted by any holder of a Debenture for the enforce-
ment of the payment of the prineipal of, premium, if any, or interest
on any Debenture, on or after the due date expressed in such Debenture
or its redemption date.

ARTICLE SEVEN.

Tmmunity of Promoters, Incorporators, Stockholders,
Directors and Officers.

Sperron 7.01. No recourse whatsoever, either directly or through
the Company or any trustee, receiver or assignee, shall be had in any
event or in any manner against any promoter, incorporator or any past,
present or future stockholder, director or officer, as such, of the Com-
pany, by virtue of any past, present or future constitution, statute or
rule of law or equity or by the enforcement of any assessment or penalty,
or by any legal or equitable proceeding, or otherwise, for the payment of
the principal of or premium or interest on the Debentures, or any of
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them, or for any claim based thereon or otherwise in respect of the
Debentures or of this Indenture; this Indenture and each of the Deben-
tures and coupons being each a corporate obligation only, all individual
liability of whatsoever kind or nature of, and all rights and claims
against, such promoters, incorporators, stockholders, directors and
officers founded in any way, directly or indirectly, upon this Indenture,
or the Debentures or coupons, or growing out of the issue thereof or
out of the indebtedness thereby evidenced, are expressly waived and
released by the acceptance of the Debentures and coupons by each of the
holders thereof and as a condition of and a part of tlie consideration
for the issue thereof and the execution and delivery of this Indenture.

ARTICLE EIGHT.

Evidence of Rights of Debenture Holders and
Ownership of Debentures.

Seoron 8.01. Any demand, request, consent or other instrument
required or permitted by this Indenture to be signed and executed by
Debenture holders may be in any number of concurrent writings of
similar tenor and may be signed or executed by such Debenture holders
in person or by agents appointed in writing. Proof of the execution of
any such demand, request, consent or othex instrument, or of the writing
appointing any such agent, and of the ownership of any of the Deben-
tures, shall be sufficient for any purpose of this Indenture, if such proof
be made in the following manner:

(a) The fact and date of the execution by any person of any
such demand, request, consent or other instrument in writing
may be proved by the certificate of any notary public or other
officer authorized to take acknowledgments of deeds to be recorded,
to the effect that the person signing such demand, request, consent
or other instrument acknowledged to him the execution thereof,
or by the affidavit of a witness to such cxecution.

(b) The ownership of Debentures transferable by delivery,
held by any person executing any such demand, request, consent
or other instrument, and the amount and numbers of such Deben-
tures, and the date of his holding the same, may be proved cither
by producing and exhibiting to the Trustee the Debentures them-
selves, or by a certificate executed by any trust company, banlk,
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banker or other depositary, wherever situated, if such certificate
shall be deemed by the Trustee to be satisfactory, showing that
at the date therein mentioned such person had on deposit with
such depositary the Debentures described in such certificate, or
such facts may be proved by the certificate or affidavit of the person
execufing such demand, request, consent or other instrument as a
debenture holder, if any such certificate or afidavit shall be deemed
by the Trustee to be satisfactory. The Trustee may consider such
owneérship as continuing until written notice to the contrary is
received by it.

The fact and date of execution of any demand, request, con-
sent or other instrument and the amount and numbers of Deben-
tures transferable by delivery held by the persons so executing
such demand, request, consent or other instrument, may also be
proved in any other manner which the Trustée may deem sufficient.

(¢) The ownership of Debentures registered as to principal
shall be proved by the registers of such Debentures or by a certifi-
cate of the agent of the Company for the registration therecf.

Secrioxw 8.02. In determining whether the holders of the requisite
principal amount. of the Debentures have concurred in any direction,
request or .consent under this Indenture, Debentures which are owned
by the Company or by any other obligor on the Debentures or by any
person directly or indirecily controlling, or controlled by, or under
direct or indirect common control with, the Company or any sueh
other obligor, shall be disregarded, except that for the purpose of de-
termining ‘whether the Trustee shall be protected in relying on any
such direction, request or consent, only Debentures which the Trustee
knows are so owned shall be disregarded.

Seorion 8.03. Any notice, demand, request, consent or waiver by
the holder of any Debenture shall bind all future holders of the same
Debenture and of Debentures issued in exchange therefor or in place
thereof, in réspect of anything done, suffered or omifted by the Trustee
in pursuance of such notice, demand, request, consent or waiver.

ARTICLE NINE.

Debenture Holders’ Lists and Reports by the Company
and the Trustee.

Secrron 9.01. The Company will, so long as any Debentures are
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outstanding under this Indenture, furnish: or cause to be furnished to
the Trustee semi-annually not less than forty-five (45) days nor more
than sixty -(60) days after each interest payment date for the Deben-
tures outstanding hereunder, beginning December 1, 1956, and at such
other times as the Trustee may request in writing, within thirty (30)
days after the receipt by the Company of any such request, a list in
such form as the Trustes may reasonably require containing all the
information in the possession or control of the Company or of any
of its paying agents, as to the names and addreésses of the holders of
Debentures obtained since the date as of which the next previous list,
if any, was furnished. Auy such list shall be dated as of a date not'more
than fifteen (15) days prior to the time such information is furnished or
caused to be furnished, and need not inelude information received after
such date.

Srorron 9.02. (a) The Trustée shall preserve, in as eurrent a
form as is reasonably practicable, all information as to the names and
addresses of the Debenture holders (1) contained in the most recent
list furnished to it as provided in Section 9.01 of this Article Nine, (2)
received Dy it in the eapacity of paying agent under this Indenture, if
and when acting in such capacity, and (3) filed with it within two pre-
ceding years pursuant to the provisions of paragraph (e) (2) of Section
9.04 of this Article Nine. The Trustee may (1) destroy any list fur-
nished to it as provided in said Section 9.01 upon receipt of a new list
so furnished; (2) destroy any information received by it as paying
agent hereunder upon delivering to itself as Trustee, not earlier than
forty-five (45) days after an interest payment date of the Debentures,
a list containing the names and addresses of the debenture holders
obtained from such information sinece the delivery of the next previous
list, if any, with respect to such Debentures; (3) destroy any list de-
livered to itself as Trustee which was compiled from information re-
ceived by it as sueh paying agent upon the receipt of a new list so
delivered with respect thereto; and (4) destroy any information re-
ceived by it pursuant to the provisions of paragraph (e) (2) of Section
9.04 of this Article Nine, but not until two (2) years after such infor-
mation has been filed with it.

(b) In case three or more holders of Debentures outstanding here-
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under (hereinafter referred to as “applicants”) apply in writing to the
Trustee, and furnish to the Trustee reasonable proof that each such
applicant has owned one or more Debentures outstanding hercunder
for a period of at least six (6) months preceding the date of such
application, and such application states that the applicants desire to
communicate with other holders of Debentures with respect to their
rights under this Indenture or urder the Debentures, and is accom-
panied by a copy of the form of proxy or other communication which
such applicants propose to transmit, then the Trustee shall, within five
(5) business days after the receipt of such application, at its election,
either
(1) afford to such applicants access to all information
preserved at the time by the Trustee in accordance with the
provisions of subsection (a) of this Section 9.02 and to the names
and addresses of the holders of Debentures registered as to prineci-
pal; or
(2) inform such applicants as to the approximate number
of holders of Debentures whose names and addresses appear in
the information preserved at the time by the Trustee in aceord-
ance with the provisions of subsection (a) of this Section 9.02
and as to the approximate number of holders of Debentures regis-
tered as to prinecipal, and as to the approximate cost of mailing fo
such Debenture holders the form of proxy or other commuuiication,
if any, specified in such application,

If the Trustee shall ele¢t not. to afford to such applicants :access to
such information, the Trustee shall, npon the written request of such
applicants, mail to each Debenture holder whose name and address
appear in the information preserved at the time by the Trustee in
accordance with the provisions of subsection (a) of this Section 9.02, a
copy of the form of proxy or other communication which is specified in
such request, with reasonable promptness after a tender to tha Truastée
of the material to be mailed and of payment, or provision for the pay-
ment, of the reasonable expenses of such mailing, unless within five (5)
days after such tender the Trustee shall mail to such applicants, and
file with the Securities and Exchange Commission together with a copy
of the material to be mailed, a written statement to the effect that, in
the opinion of the T'rustee, such mailing would be contrary to the best
interest of the Debenture holders, or would be in violation of applicable
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law. Such written statement shall specify the basis of such opinion.
If said Commission, after opportunity for a hearing upon the objections
specified in the written statement so filed, shall enter an order refusing
fo sustain any of such objections, or if, after the entry of an order
sustaining one or more of such objections, said Commission shall find,
after notice and opportunity for a hearing, that all the objections so
sustained have been met, and shall enter an order so declaring, the
Trustee shall mail copies of such material to all such Debenture holders
with reasonable promptness after the entry of such order and the
renewal of such tender; otherwise the Trustee shall be relieved of any
obligation or duty to such applicants respecting their applicafion.

(c) HBach and every holder of the Debentures and coupons, by
receiving and holding the same, agrees with the Company and the
Trustee that neither the Company nor the Trustee shall be held ac-
countable by reason of the disclosure of any such information as to the
names and addresses of the holders of Debentures in accordance with
the provisions of subdivision (b) of this Section 9.02 regardless of the
source from which such information was derived, and that the Trustee
shall 1ot be held accountable by reason of mailing any material pur-
suant to a request made under and in accordance with the provisions of
said subdivision (b)}.

Seomon 9.03. (a) The Company will file with the Trustee within
fifteen (15) days after the Company is required to file the same with
the Securities and Bxchange Commission, copies of the annual reports
and of the information, documents, and other reports (or copies of such
portions of any of the foregoing as such Commission may from time to
time by rules and regulations prescribe) which the Company may be
required to file with such Commission pursuant to Section 13 or Section
15 (d) of the Securities Exchange Act of 1934; or, if the Company is
not required to file information, documents, or reports pursuant to
either of such sections, then the Company will file with the Trustee and
the Securities and Exchange Commission, in accordance with rules and
regulations prescribed from time to time by said Commission, such of
the supplementary and periodic information, documents, and reports
which may be required pursuant to Section 13 of the Securities Ex-
change Act of 1934 in respect of a security listed and registered on a



47

national securities exchange as may be prescribed from time to time in
such rules and regulations;

(b) The Company will file with the Trustee and the Securities and
Exchange Commission, in accordance with the rules and regulations
prescribed from time to time by said Commission, such additional
information, documents and reports with respect to compliance by the
Company with the conditions and covenants provided for in this Inden-
ture as may be required from time to time by such rules and regulations;

(¢) The Company will transmit to the Debenture holders in the
manmner and to the extent provided in subsection (¢) of Section 9.04 of
this Article Nine with respect to reports pursuant to subsection (a) of
said Section 9.04, such summaries of any information, documents and
reports required to be filed by the Company pursuant to subsections
(a) and (b) of this Section 9.03 as may be required by the rules and
regulations prescribed from time to time by the Securities and Ex-
change Commission; and

(d) The Company will furnish to the Trustee (1) with or as a part
of each annual report and each other document or report filed with the
Trustee pursuant to subsection (a) or (b) of this Section 9.03, a certifi-
cate signed by the Company, stating that in the opinion of the signers
such annual report or other document or report complies with the
requirements of such subsection (a) or (b) and (2) after the Company
shall have mailed or caused to be mailed to holders of Debentures any
summary of information, documents or reports pursuant to subsection
(¢) of this Section 9.03, a like certificate stating that in the opinion of
the signers such summary complies with the requirements of such sub-
section (c).

Secrow 9.04. (a) The Trustee shall transmit on or before July
1, in each year beginning with the year 1957, to the Debenture holders
as hereinafter in this Section 9.04 provided, a brief report dated as of
the preceding May 15 with respect to:

(1) its eligibility under Seetion 10.13 of Article Ten hereof,
and its qualifications under Section 10.10 of Article Ten hereof,
or in lieu thereof, if to the best of its knowledge it has continued
to be eligible and qualified under such Sections, a written state-
ment to such effect;
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(2) the character and amount of any advances (and if the
Trustee elects so to state, the circumstances surrounding the mak-
ing thereof) made by the Trustee, as such, which remain unpaid
on the date of such report, and for the reimbursement of which
it claims or may claim a lien or charge, prior to that of the Deben-
tures, on any property or funds heid or collected by it as Trustee,
if such advances so remaining unpaid aggregate more than one-
half of one per cent. (34%) of the aggregate principal amount of
the Debentures outstanding on the date of such report;

(8) the amount, interest rate, and maturity date of all other
indebtedness owing by the Company or any other obligor upon
the Debentures to the Trustee in its individual capacity on the date
of such report, with a brief deseription of any property held as
collateral security therefor, except an indebtedness based apon a
creditor relationship arising in any manner described in para-
graphs (2), (3), (4), or (6) of subsection (b) of Section 10.11 of
Article Ten hereof;

(4) the property and funds physically in the possession of
the Trustee, as such Trustee, or of a depositary for it, on the date
of such report; and

(5) any action taken by the Trustee in the performance of
its duties under this Indenture which it has not previously reported
and which in its opinion materially affects the Debentures, except
action in respect of a default, notice of which has been or is to be
withheld by it in accordance with the provisions of Section 9.05

of this Article Nine.

(b) If since the date of the last report transmitted pursuant to
the provisions of subsection (a) of this Section 9.04 (or, if no such
report has yet been transmitted, since the date of the execution of this
Indenture), the Trustee, as such, shall have made any advances for the
reimbursement of which it elaims or may claim a lien or charge prior to
that of the Debentures on any property or funds held or collected by
it as Trustee hereunder, and the aggregate of the advances so remain-
ing unpaid and not previously reported pursuant to this subsection
(b) at any time equals more than ten per cent. (10%)} of the principal
amount of the Debentures then outstanding, the Trustee shall, within
ninety (90) days affer such-time, transmit to the holders of Debentures

as provided in subsection (c¢) of this Section 9.04, a brief report of the
character and amount of such advances.
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{¢) Reports pursuant to this Section 9.04 shall be transmitted by
mail—
(1) to all registered holders of Debentures, as the names
and addresses of such holders appear upon the registration books
of the Company;

(2) to such holders of Debentures as have, within two years
preceding sunch fransmission, filed their names and addresses with
the Trustee for that purpose; and

(3) except in the case of reports pursuant to subsection (b)
of this Section 9.04, to all holders of Debentures whose name and
address is preserved at the time by the Trustee, as provided in
subsection (a) of Section 9.02 of this Article Nine.

(d}) A copy of each such report shall, at the time of such transmis-
sion to Debenture holders, be filed by the Trustee with each stock
exchange upon which the Debentures are listed and also with the
Securities and HExchange Commission.

(e) For the purpose of this Section 9.04 all Debentures which have
been authenticated and delivered and not returned to the Trustee and
canceled, shall be deemed fo be outstanding.

Section 9.05. The Trustee shall, within ninety (90) days after
the oecurrence thereof give to the Debenture holders, in the manner and
to the extent provided in subsection (c¢) of Section 9.04 of this Article
Nine, notice of all defaults known to the Trustee, unless such defaults
shall have been cured before the giving of such notice (the term
“defaults” for the purposes of this Section being hereby defined to be
the events specified in Section 6.01 of Article Six of this Indenture, not
ineluding amy periods of grace provided for therein); provided that,
except in the case of default in the payment of the prinecipal of, or pre-
mium, if any, or interest on any of the Debentures, the Trustee shall
be protected in withholding such notice if and so long as the Board
of Direetors, the Executive Committee, or a trust committee of direc-
tors and/or responsible officers, of the Trustee in good faith determine
that the withholding of such notice is in the interests of the Debenture
holders.

ARTICLE TEN,
Concerning the Trustee.
Secrrow 10.01. The Trustee hereby accepts the trusts created by
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this Indenture. The Trustee undertakes, prior to the occurrence of an
event of default as such term is defined in Section 6.01 of Article Six
hereof, and after the curing of any such event of default, to perform
such duties and only such duties as are specifically set forth in this
Trdenture, and in case of the occurrence of any such event of default
(which has not been cured) to exercise such of the rights and powers
vested in it by this Indenfure, and to use the same degree of care and
skil] in their exercise, as a prudent man would exercise or use under
the cireumstances in the conduect of his own affairs.

Tor the purposes of Sections 10.01 and 10.02 of this Article Ten, an
event of default shall be deemed cured when the default which gave rise
to such event.of default has been cured or the event of default has been
waived as permitted by this Indenture.

Secriow 10.02. The Trustee, upon receipt of evidence furnished to
it by or on behalf of the Company pursuant to any provision of this
Tndenture, will examine the same to determine whether or not such evi-
dence conforms to the requirements of this Indenture.

No provision of this Indenture shall be construed to relieve the
Trustee from liability for its own negligent action, its own negligent
failure to act, or its own wilful misconduet, except that

(a) prior to the occurrence of an event of default hereunder
as defined in Section 6.01 of Article Six hereof, and after the cur-
ing of any such event of default, the Trustee shall not be liable
except for the performance of such duties as are specifically set
out in this Tndenture, and no implied covenants or obligations shall
be read into this Indenture against the Trustee, but the duties and
obligations of the Trustee, prior to the oceurrence of such an event
of default and after the curing of any such event of default which
may have occurred, shall be determined solely by the express provi-
sions of this Indenture; and

(b) prior to the occurrence of an event of defaunlt hereunder
as defined in Section 6.01 of Article Six hereof, and after the
curing of any such event of default, and in the absence of bad faith

. on the part of the Trustee, the Trustee may conclusively rely, as
to the truth of the statements and the correctness of the opinions
expressed therein, upon certificates or opinions conforming to the
requirements of this Indenture; and

(¢) the Trustee shall not be liable for any error of judgment
made in good faith by a responsible officer or officers of the Trustee,
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‘unless it shall be proved that the Trustee was negligent in ‘ascer-
taining the pertinent facts; and

(d) the Trustee shall not be liable with respect to any action
taken or omitted to be taken by it in good faith in aceordance with
the direction of the holders of not less than a majority in aggregate
principal amount of the Debentures at the time outstanding relat-
ing to the time, method, and place of conducting any proceeding
for any remedy available to the Trustee, or exercising any trust
or power conferred upon the Trustee, under this Indenture.

Smcrion 10.03. The recitals of faet in this Indenture and in the
Debentures contained (other than the certificate of authentication of
the Trustee on the Debentures) shall be taken as the statements of the
Company, and the Trustee dgsumes no responsibility for the correctness
of the same. The Trustee makes no representation as to the validify
of this Indenture or of the Debentures or coupons issued hereunder,
and the Trustee shall incur no responsibility, in respect of such mat-
ters.

Except as herein otherwise provided, any notice or demand which
by any provision of this Indenture is required or permitted to be given
or served by the Trustee on the Company shall be deemed to have been
sufficiently given and served, for all purposes, by being deposited post-
age prepaid, in a post office letter box, addressed (until another address
is filed by the Company with the Trustee) to the Company at 2218
First City National Bank, Houston 2, Texas.

The Trustee shall not be required to advance or expend or risk its
own. funds or incur personal financial liability in the exercise of any of
its rights or powers or in the performance of any of its duties if there
is reasonable ground for believing that repayment of such funds or
liability is not reasonably assured to it by the terms of the Indenture.

Sporion 10.04. Except to the extent otherwise provided by Sec-
tions 10.01 and 10.02 of this Article Ten:

(1) The Trustee may rely and shall be proteeted in acting
upon any resolution, certificate, opinion, notice, request, consent,
order, statement, report, bond or other paper or document be-
lieved by it to be genuine and to have been signed or presented by
the proper party or parties.

(2) The Trustee may consult with counsel and the opinion
of such counsel shall be full and complete authorization and pro-
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tection in respect of any action taken or suffered by it hereunder
in good faith and in accordance with such opinion of counsel.

(3) The Trustee may execute any of the trusis or its power
under this Indenture and perform any duty hereunder, itself or by
or through its attorneys, agents or employees.

(4) Whenever the existenee or non-existence of any fact or
other matter shall be material, the Trustee shall, prlor to ‘the
occurrence of an event of default hereunder as deﬁned in Section
6.01 of Article Six hereof, and after the curing of any such event
of default, be protected in acting or refraining from acting under
any provision of this Indenture, in relying upon a certificate of
the Company as to the existence or non-existence of any such fact
or matter, but in its discretion the Trustee may accept other evi-
dence of such faet or matter, or may require such further or addi-
_tmnal evidence as to it may seem reasonable.

(5) The Trustee shall not be required to exercise any of
its rights or powers under this Indenture at the request or direc-
tion of any of the holders of the Debentures unless such holders
of the Debentures shall have offered to the Trustee reasonable
security or indemnity against the costs, expenses and liabilities
to be incurred thereby.

Secrion 10.05. Whenever provision is made in this Indenture for
the payment of moneys by the Trustee, whether on redemption of
Debentures, payment of Debentures or inferest coupons, or the payment
or repayment of moneys to the Company, the Trustee shall in no event

be liable to anyone beyond the amount of moneys deposited with it for
any such purpose.

Secrron 10.06. The Trustee, in its individual or other capacity
may become the owner or pledgee of Debentures and eoupons with the
same rights it would have had if it were not Trustee hereunder.

Secton 10.07. All moneys received by the Trustee whether as
Trustee or paying agent shall, until used or applied as herein provided,
be held in trust for the purposes for which they were paid, but need
not be segregated from other funds, except as otherwise provided by
law, and the Trustee shall not be under any liability to pay interest
thereon exeept such, if any, as during the period it may generally allow
on similar funds, Unless an event of default as defined in Section 6.01
of Article Six hereof shall have happened and shall be continuing, any
interest so allowed by the Trustee shall be paid over to the Company.
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SectioNy 10.08. The Trustee shall be entitled to reasonable com-
pensation (which shall not be limited to the compensation of trustees
of an express trust as provided by law), for all services rendered by
it in the execution of the trusts by this Indenture created, and such
compensation; as well as the reasonable compensation of its counsel
and of such persons as it may employ in the administration or manage-
ment of the trust, and all other reasonable expenses necessarily inecurred
by it and actually disbursed by it under this Indenture, the Company
agrees to pay and, for such payment, the Trustee shall have a lien on
any funds or property at any time in its hands under this Indenture
in priority to the rights and claims of the holders of the Debentures,
except funds held in trust for the benefit of the holders of particular
Debentures or coupons.

Secrrow 10.09. Whenever it is provided in this Indenture that
the Trustee shall take any action upon the happening of a specified
event or upon the fulfillment of any condition or upon the request of
the Company or of Debenture holders, the Trustee taking such action
shall have full power to give any and all notices and to do any and all
acts and things ineidental to such action.

Secrroxy 10.10. (a) If the Trustee has or acquires any conflicting:
interest, as defined by subsection (d) of this Section, the Trustee shall
within ninety (90) days after ascertaining that it has such conflicting
interest, either eliminate such conflicting interest or resign in the
manner hereinafter provided in Section 10.14 of this Article Ten, but
such resignation shall not become effective until the appointment of
a successor trustee and such successor’s acceptance of such appoint-
ment. The Company covenants to take prompt steps to have a suceessor
appointed in the manner hereinafter provided in Section 10.16 of this
Article Ten.

(b) In the event that the Trustee shall fail to comply with the pro-
visions of the preceding subsection (a) of this Section 10.10, the Trustee
shall within ten (10) days after the expiration of such ninety (90) day
period transmit notice of such failure to the Debenture holders, in
the manner and fo the extent provided in subsection (¢) of Section 9.04
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of Article Nine hereof, with respect to reports pursuant to said Section
3.04.

(¢) Subject to the provisions of Section 6.09 of Article Six of this
Indenture, any Debenture holder who has been a bona fide holder of
a Debenture or Debentures for at least six months may, on behalf of
himself and all others similarly situated, petition any court of com-
petent jurisdiction for the removal of the Trustee and the appoint-
ment of a successor if the Trustee fails, after written request therefor
by such holder, to comply with the provisions of subseection (a) of this
Section 10.10.

(d) The Trustee shall be deemed to have a conflicting interest if—

(1) the Trustee is trustee under another indenture under
which any other securities, or certificates of interest or partici-
pation in any other securities, of the Company, are outstanding,
unless such other indenture is a collateral trust indenture under
which the only collateral consists of Debentures issued under this
Indenture, provided that there shall be excluded from the opera-
tion of this paragraph any indenture or indentures under which
other securities, or certificates of interest. or participation in other
securities, of the Company are outstanding if (aa) this Indenture
and such other indenture or indentures are wholly unsecured and
such other indenture or indentures are hereafter qualified under
the Trust Indenture Act of 1939, unless the Securities and Xx-
change Commission shall have found and declared by order pur-
suant to subsection (b) of Section 305 or subsection (¢) of Section
307 of the Trust Indenture Act of 1939 that differences exist be-
tween the provisions of this Indenture and the provisions of such
other indenture or indentures which are so likely to involve a
material confliet of interest as to make it necessary in the publie
interest or for the protection of investors to disqualify the Trustee
from acting as such under this Indenture or such other indenture or
indentures, or {(bb) the Company shall have sustained the burden
of proving, on application to the Securities and Kxchange Com-
mission and after opportunity for hearing thereom, that the
trusteeship under this Indenturé and such other indenture or in-
dentures ig not so likely to involve a material conflict of interest as
to make it necessary in the public interest or for the protection of
investors to disqualify the Trustee from acting as such under one
of sueh indentures;
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(2) the Trustee or any of its directors or exeeutive officers
is an obligor upon the Debentures or an underwriter for the Com-
pany;

(3) the Trustee dirvectly or indirectly controls or is directly
or indirectly controlied by or is under direct or indirect common
control with the Company or an underwriter for the Company;

(4) the Trustee or any of its directors or executive officers
is a director, trustee, officer, partner, employee, appointee or repre-
sentative of the Company, or of an underwriter (other than the
Trustee itself) for the Company who is eurrently engaged in the
business of underwriting, except that (A) one individual may be a
director and/or an executive officer of the Trustee and a director
and/or an executive officer of the Company, but may not be at the
same time an executive officer of both the Trustee and the Com-
pany; (B) if and so long as the number of directors of the Trustee
in office is more than nine, one additional individual may be a
director and/or an executive officer of the Trustee and a director
of the Company; and (C) the Trustee may be designated by the
Company or by any underwriter for the Company to act in the
capacity of transfer agent, registrar, custodian, paying agent, fiscal
agent, eserow agent or depositary or in any other similar capacity
or, subject to the provisions of paragraph (1) of this subsection, to
act as trustee whether under an indenture or otherwise;

(5) ten per cent. (10%) or more of the voling securities of
the Trustee is beneficially owned either by the Company or by any
director or executive officer thereof, or twenty per cent. (20%) or
more of such voting securities is beneficially owned, collectively,
by any two or moré of such persons; or ten per cent. (10%) or
more of the voting securities of the Trustee is beneficially owned
either by an underwriter for the Company or by any director,
partner or executive officer thereof, or is beneficially owned, col-
lectively, by any two or more such persons;

(6) the Trustee is the beneficial owner of or holds as col-
lateral security for an obligation which is in default, (A) five per
cent. (5%) or more of the voting securities, or ten per cent. (10%)
or more of any other class of security of the Company, not includ-
ing the Debentures issued under this Indenture and securities
issued under any other indenture under which the Trustee is also
trustee, or (B) ten per cent. (10%) or more of any class of security
of an underwriter for the Company;

(7) the Trustee is the heneficial owner of or holds as collateral
security for an obligation which is in default, five per cent. (5%)
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or mote of the voting securities of any person who, to the knowl-
edge of the Trustee, owns ten per cent. (10% ) or more of the voting
securities of, or controls directly or indireetly or is under direct
or indirect common control with, the Company;

(8) the Trustee is the beneficial owner of or holds as collateral
security for an obligation which is in default fen per cent. (10%)
or more of any class of security of any person who, to the knowledge
of the Trustee, owns fifty per cent. (50%) or more of the voting
securities of the Company; or

(9) the Trustee owns on May 15th in any calendar year in the
capacity of executor, administrator, testamentary or inter vivos
trustee, guardian, committee or conservator, or in any other similar
capacity, an aggregate of twenty-five per cent. (25%) or more of
the voting securities, or of any class of security, of any person, the
beneficial ownership of a specified percentage of which would have
constituted a conflicting interest under paragraphs (6), (7) or (8)
of this subsection. As to any such securities of which the Trustee
acquired ownership through becoming executor, administrator or
testamentary trustee of an estate which included them, the pro-
visions of the preceding sentence shall not apply for a period of
two years from the date of such acquisition, to the extent that
such securities included in such estate do not exceed twenty-five
per cent. (25%) of such voting securities or twenty-five per cent.
(25%) of any such class of security. Promptly after May 15th,
in each calendar year, the Trustee shall make a check of its holdings
of such securities in any of the above-mentioned ecapacities as of
May 15th. If the Company fails to make payment in full of prin-
cipal or interest upon the Debentures when and as the same become
due and payable, and such failure continnes for 30 days thereafter,
the Trustee shall make a prompt check of its holdings of such
securities in any of the above-mentioned capacities as of the date
of the expiration of such 30-day period, and after such date, not-
withstanding the foregoing provisions of this paragraph, all such
securities so held by the Trustee with sole or joint control over
such securities vested in it, shall, but only so Iong as such failure
shall continue, be considered as though beneficially owned by the
Trustee for the purposes of paragraphs (6), (7) and (8) of this
subsection (d).

The specifications of percentages in paragraphs (5) to (9), inclu-
sive, of this subsection shall not be eonstrued as indicating that the
ownership of sueh percentages of the securities of a person is or is
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not necessary or sufficient to constitute direet or indirect control for the
purposes of paragraph (3) or (7) of this subsection.

For the purposes of paragraphs (6), (7), (8) and (9) of this sub-
section only, (A) the terms “security” and “securities” shall include
only such securities as are generally known as corporate securities, but
shall not include any note or other evidence of indebtedness issued to
evidence an obligation to repay moneys lent to a person by one or more
banks, trust companies or banking firms or any certificate of interest
or participation in any such note or evidence of indebtedness; (B) an
obligation shall be deemed to be in default when a default in payment of
principal shall have continued for 30 days or more and shall not
have been cured; and (C) the Trustee shall not be deemed to be the
owner or holder of (i) any security which it holds as collateral security
(as trustee or otherwise) for an obligation which is not in default as
above defined, or (ii) any security which it holds as collateral security
under this Indenture, irrespective of any default hereunder, or (iii)
any security which it holds as agent for collection, or as cusfodian,
escrow agent or depositary, or in any similar representative capacity.

The percentages of voting securities and other securities specified
in this Section shall be calculated in accordance with the following
provisions:

(a) A specified percentage of the voting securities of the
Trustee, the Company or any other person referred to in this
Seetion (each of whom is referred to as a “person” in this para-
graph) means such amount of the outstanding voting seeurities of
such person as entitles the holder or holders thereof to cast such
specified percentage of the aggregate votes which the holders of all

the outstanding voting securities of such person are entitled to
cast in the direction or management of the affairs of such person.

(b) A specified percentage of a class of securities of a person
means such percentage of the aggregate amount of securifies of
the class outstanding.

(¢) The term “amount”, when used in regard to securities,
means the principal amount if relating to evidence of indebtedness,

the number of shares if relating to capital shares, and the number
of units, if relating to any other kind of security.

{d) The term “outstanding” means issued and not held by or
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for the account of the issuer. The following securities shall not
be deemed outstanding within the meaning of this definition:

(1) Securities of an issuer held in a sinking fund relating
to securities of the issuer of the same class;

(2) Securities of an issuer held in a sinking fund relating
to another class of securities of the issuer, if the obligation
evidenced by such other class of securities is not in default as
to principal or interest or otherwise;

(8) Securities pledged by the issuer thereof as security
for an obligation of the issuer not in default as to principal or
interest or otherwise;

(4) Securities held in eserow if placed in escrow by the
issuer thereof;

provided, however, that any voting securities of an issuer shall be
deemed outstanding if any person other than the issuer is entitled
to exercise the voting rights thereof.

(e) A security shall be deemed to be of the same class as
another security if both securities confer upon the holder or holders
thereof substantially the same rights and privileges, provided, how-
ever, that, in case of secured evidences of indebtedness, all of which
are issned under a single indenture, differences in the interest rates
or maturity dates of various series thereof shall not be deemed
sufficient to constitute such series different classes, and provided,
further, that, in the case of unsecured evidences of indebtedness,
differences in the interest rates or maturity dates thereof shall not
be deemed sufficient to constitute them securities of different
classes, whether or not they are issued under a single indenture.

For the purposes of this Section 10.10 the term “underwrifer”
when used with reference to the Company means every person, who,
within three years prior to the time as of which the determination is
made, has purchased from the Company with a view to, or has sold for
the Company, in connection with, the distribution of any security of the
Company, outstanding at such time, or has participated or has had a
direct or indirect participation in any such undertaking, or has par-
ticipated or has had a participation in the direct or indirect under-
writing of any such undertaking, but such term shall not include a
person whose interest was limited to a commission from an under-
writer or dealer not in excess of the usual and customary distributors’
or sellers’ commission.
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For the purposes of this Section 10.10 the ferms “directors”,
“gxecutive officers” and “voting securities” shall have the meanings
assigned to such terms in Section 303 of the Trust Indenture Act 0 1939.

For the purposes of this Section 10.10 the term “person” shall have
the meaning assigned to such term in Section 2 of the Securities Act
of 1933.

Seerow 10.11.  (a) Subject to the provisions of subsection (b) of
this Section 10.11, if the Trustee shall be or shall become a creditor,
directly or indirectly, secured or unsecured, of the Company within four
(4) months prior to a default (as defined in the last paragraph of this
subsection (a)}), or subsequent to such a default, then, unless and until
such default shall be cured, the Trustee shall set apart and hold in a
special account for the benefit of the Trustee individually, the holders
of the Debentures, and the holders of other indenture securities (as
defined in the last paragraph of this subsection)

(1) an amount equal to any and all reductions in the amount
due and owing upon any claim as such creditor in respect of
principal or interest effected after the beginning of such four
months’ period and valid as against the Company and its other
creditors, cxcept any such reduction resulting from the receipt or
disposition of any property described in paragraph (2) of the sub-
section (a) or from the exercise of any right of set-off which the
Trustee could have exercised if a petition in bankruptey had been
filed by or against the Company upon the date of such default; and

(2) all property received in respect of any claim as such
creditor, either as security therefor, or in satisfaction or composi-
tion thereof, or otherwise after the beginning of such four months’
period, or an amount equal to the proceeds of any such property,
if disposed of, subject, however, to the rights, if any, of the Com-
pany and its other ereditors in such property or such proceeds.

Nothing herein contained, however, shall affect the right of the
Trustee—

(A) to retain for its own account (i) payments made on account
of any such claim by any person. (other than the Company) whois liable
thereon, and (ii} the proceeds of the bona fide sale of any such claim
by the Trustee to a third person, and (jii) distributions made in cash,
securities, or other property in respect of claims filed against the Com-
pany in bankruptcy or receivership or in proceedings for reorganiza-
tion pursuant to the Bankruptey Act or applicable State law;
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(B) to realize, for its own account, upon any property held by it
as seeurity for any sueh claim, if such property was so held prior to
the beginning of such four months’ period;

(C) to realize, for its own account, but only to the extent of the
claim hereinafter mentioned, upon any property held by it as security
for any such claim, if such claim was created after the beginning of
such four months’ period and such property was received as security
therefor simultaneously with the creation thereof, and if the Trustee
shall sustain the burden of proving that at the time such property was
so received the Trustee had no reasonable cause to believe that a defaunlt
as defined in the last paragraph of this subsection would occur within
four months; or

(D) to receive payment on any claim referred to in paragraph
(B) or (C), against the release of any property held as security for
such claim as provided in paragraph (B) or (C), as the case may be,
to the extent of the fair value of such property.

For the purposes of the above paragraphs (B), (C) and (D),
property substituted after the beginning of such four months’ period
for property held as security at the time of such substitution shall, to
the extent of the fair value of the property released, have the same
status as the property released and, to the extent that any claim
referred to in any such paragraphs is created in renewal of or in
substitution for or for the purpose of repaying or refunding any
pre-existing claim of the Trustee as such creditor, such claim shall
have the same status as such pre-existing claim.

Jf the Trustee shall be required to account, the funds and property
held in such special account and the proceeds thereof shall be appor-
tioned between the Trustee, the Debenture holders, and the holders of
other indenture securities in such manner that the Trustee, the Deben-
ture holders, and the holders of other indenture securities realize, as
a result of payments from such special account and payments of divi-
dends on claims filed against the Company in bankruptey or receiver-
ship or in proceedings for reorganization pursuant to the Bankruptey
Act or applicable State law, the same percenfage of their respective
claims, figured before crediting to the elaim of the Trustee anything
on account of the receipt by it from the Company of the funds and
property in such special account and before eredifing to the respee-
tive claims of the Trustee, the Debenture holders, and the holders of
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other indenfure securities dividends on claims filed against the Com-
pany in bankruptey or receivership or in proceedings for reorganization
pursuant to the Bankruptcy Act or applicable State law, but after
crediting thereon receipts on account of the indebtedness represented
by their respective claims from all sources other than from such divi-
dends and from the funds and property so held in such special account.
As used in this paragraph, with respect to any claim, the term “divi-
dends” shall include any distribution with respect to such claim, in bank-
ruptey or receivership or in proeeedings for reorganization pursuant to
the Bankruptcy Act or applieable State law, whether sueh distribution
is made in cash, securities, or other property, but shall not include any
such distribution with respect to the secured portion, if any, of such
claim. The Court in which such bankruptey, receivership, or proceed-
ing for reorganization is pending shall have jurisdiction (i) to appor-
tion between the Trustee, the Debenture holders, and the holders of
other indenture securities, in accordance with the provisions of this
paragraph, the funds and property held in such special aceount and the
proceeds thereof, or (ii) in lieu of such apportionment, in whole or in
part, to give to the provisions of this paragraph due consideration in
determining the fairness of the distributions to be made to the Trustee,
the Debenture holders, and the holders of other inderiture securities,
with respect o their respective claims, in which event it shall not be
necessary to liquidate or to appraise the value of any securities or
other property held in smeh special account or as security for any
such claim, or to make a specific allocation of such distributions as
between the secured and unsecured portions of such claims, or otherwise
to apply the provisions of this paragraph as a mathematical formula.

Any Trustee who has resigned or been removed after the begin-
ning of such four months’ period shall be subject to the provisions of
this subsection as though such resignation or removal had not occurred.
Any Trustee who has resigned or been removed prior to the beginning
of such four months’ period shall be subject to the provisions of this
subsection if and only if the following conditions exist—

(i) the receipt of property or reduction of claim which would
have given rise to the obligation to account, if such Trustee had
continued as trustee, occurred after the beginning of such four
months’ period; and
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(ii) such receipt of property or reduction of claim occurred
within four months after such resignation or removal.

As used in this subsection (a), the term “default”, means any fail-
ure to make payment in full of the prineipal of or interest upon the
Debentures or upon the other indenture securities when and as such
principal or interest becomes due and payable; and the term “other
indenture securities” means securities upon which the Company is an
obligor (as defined in Section 303 (12) of the Trust Indenture Act of
1939) outstanding under any other indenture (a) under which the
Trustee is also trustee, (b) which contains provisions substantially
similar to the provisions of this subsection, and (¢) under which a
default exists at the time of the apportionment of the funds and prop-
erty held in said special account.

(b) 'There shall be excluded from the operation of subsection (a)
of this Seetion 10.11 a creditor relationship arising from —

(1) the ownership or aequisition of securities issued under
any indenture, or any security or securities having a maturity of
one year or more at the time of acquisition by the Trustee;

(2) advances authorized by a receivership or bankruptey
court of competent jurisdiction, or by this Indenture, for the
purpose of preserving any property which shall at any time
be subject to the lien of this Indenture or of discharging tax
liens or other prior liens or encumbrances thereon, if notice of
such advance and of the circumstances surrounding the making
thereof is given to the Debenture holders, at the time and in the
manner provided in this Indenture;

(8) disbursements made in the ordinary course of business
in the eapacity of trustee under an indenture, transfer agent, regis-
trar, custodian, paying agent, fiscal agent or depositary, or other
similar capacity;

(4) an indebtedness created as a result of services rendered
or premises rented; or an indebtedness created as a result of goods
or securities sold in a cash transaction as defined in the last para-
graph of this subsection;

(5) the ownership of stock or of other securities of a cor-
poration organized under the provisions of Section 25(a) of the
Federal Reserve Act, as amended, which is directly or indirectly
a creditor of the Company; or

(6) the acquisition, ownership, acceptance or negotiation of
any drafts, bills of exchange, acceptances or obligations which fall
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within the classification of self-liquidating paper as defined in the
last paragraph of this subseetion.

As used in this subsection (b), the term “security” or “securities”
shall have the sanie meaning as the singular and plural, respectively,
of the term “security” as that term is defined in the Securities Act
of 1933, as amended and in force at the date of the execution of this
Indenture; and the term “cash transaction” shall mean any transaetion
in which full payment for goods or securities sold is made within seven
days after delivery of the goods or securities in currency or in checks
or other orders drawn upon banks or bankers and payable upon demand;
the term “self-liquidating paper” shall mean any draft, bill of exchange,
acceptance or obligation which is made, drawn, negotiated or incurred
by the Company for the purpose of financing the purchase, processing,
manufacture, shipment, storage or sale of goods, wares or merchandise
and which is secured by documents evidencing fitle to, possession of,
or a lien upon, the goods, wares or merchandise or the receivables or
proceeds arising from the sale of the goods, wares, o merchandise
previously constituting the security, provided the seeurity is received
by the Trustee simultaneously with the creation of the creditor rela-
tionship with the Company arising from the making, drawing, nego-
tiating or incurring of the draft, bill of exchange, acceptance ot
obligation.

Sperrow 10.12. In the event that any person shall at any time
become an obligor upon any of the Debentures issued under this Inden-
ture, so long as such person shall continue to be an obligor upon such
Debentures, the term “Company”, as used in Section 9.01, Section 10.10
and in Section 10.11 shall include any other obligor upon the Debentures
issued hereunder.

Srotron 10.13. At all times the Trustee hereunder shall be a bank
or trust company which is a corporation organized and doing business
under the laws of the United States or of any state or territory, or the
District of Columbia, which (A) is authorized under such laws to exer-
cise corporate trust powers and has its prineipal office in the City of
Houston, Texas, and (B) is subject to supervision or examination by
Federal or State authority, and (C) has a combined capital and surplus
aggregating at least $5,000,000. If the Trustee publishes reports of
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condition at least annually, pursuant to law or to the requirements of
said supervising or examining authority, then for the purposes of this
Section 10.13 the combined capital and surplus of the Trustee shall be
deemed to be its combined capital and surplus as set forth in its most
recent report of condition so published.

Srportow 10.14. The Trustee may resign and be discharged from
the trusts ereated by this Indenture by giving written notiee thereof to
the Company and by publishing such notice at least once not less than
fifteen (15) nor more than thirty (30) days prior to the date so speci-
fied, in two (2) newspapers printed in the FEnglish language and cus-
tomarily published on each business day and of general circulation in
the City of Houston, Texas, in the case of one such newspaper and in
the Borough of Manhattan, the City of New York, in the case of the
other newspaper. Such resignation shall not become effective until the
appointment of a suecessor trustee and such successor’s acceptance of
such appointment. The Company eovenants upon receiving such notice
of resignation to take prompt steps to have a successor appointed in
the manner hereinafter provided in Seetion 10.16 of this Article Ten.

Sgoriony 10.15. Any Trustee hereunder may be removed at any
time by an instrument in writing, filed with the Trustee, signed by the
holders of a majority in aggregate principal amount of the Debentures
then outstanding.

Secrion 10.16. In case at any time the Trustee, or any successor
hereafter appointed, shall resign ar shall be removed (unless the Trus-
tee shall be removed as provided in subsection (e) of Section 10.10 of
this Article Ten in which event the vacancy shall be filled as provided
in said subsection) or shall become incapable of acting, or shall be
adjudicated a bankrupt or insolvent, or if a receiver of the Trustee or
of any such successor or of its property shall be appointed, or if any
public officer shall take charge or control of the Trustee or of any such
successor or of its property and affairs, a successor may be appointed
by the holders of a majority in aggregate prineipal amount of the
Debentures then outstanding, within one year from the date they first
had the right so to appoint, by an instrument or concurrent instru-
ments in writing signed and acknowledged by such Debenture holders
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or by their attorneys in faet duly authorized, and filed with such sue-
cessor trustee, notification thereof being given to the Company and the
retiring trustee; provided, nevertheless, that until a new trustee ghall
be appointed by the Debenture holders as aforesaid, the Company, by
instrument executed by order of its Board of Directors byits President
or a Vice President and its Seeretary or an Assistant Secretary, may
appoint a trustee to fill such vacancy until a new trustee shall be ap-
pointed by the Debenture holders as herein authorized. The Company
shall publish notice of any such appointment, which notice shall be
published at least once a week for four (4) successive weeks in two
(2) newspapers printed in the English language and customarily pub-
lished on each business day and of general cireulation in the City of
Houston, Texas, in the case of one such newspaper and in the Borough
of Manhattan, the City of New York, in the case of the other newspaper.
Any such trustee so appointed by the Company shall immediately and
without further act be superseded by a trustee appointed by the Deben-
ture holders as herein provided.

If in a proper ease no appointment of a successor trustee shall be
made pursuant to the foregoing provisions of this Section 10.16 within
six (6) months after a vacancy shall have occurred in the office of
trustee, the holder of any Debenture outstanding hereunder may apply
to any court of competent jurisdietion to appoint a successor trustee.
Said court may thereupon after such notice, if any, as such cour{ may
deem proper and prescribe, appoint a successor trustee.

Tf the Trustee resigns beeause of a conflict of interest as provided
in subsection (2) of Section 10.10 of this Article Ten and a successor
has not been appointed by the Company or the Debenture holders or,
if appointed, has not aceepted the appointment within thirty (30) days
after the date of such resignation, the resigning Trustee may apply
to any court of competent jurisdiction for the appointment of a sue-
cessor trustee.

Any trustee appointed under the provisions of this Article Ten in
succession to the Trustee shall be a corporation eligible under Section
10.13, and qualified under Section 10.10, of this Article Ten.

Any trustee which has resigned or been removed shall nevertheless
retain the lien upon all property or funds held or collected by the trustee
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as such, to secure the amounts due to it as compensation, reimbursement
and eéxpenses, afforded to it by Section 10.08 of this Article Ten and
retain the rights afforded to it by Section 10.09 of this Acrticle Ten.

Sporrow 10.17. Any successor trustee appointed hereunder shall
execute, acknowledge and deliver to its predecessor trustee and to the
Company, or to the court appointing it, as the case may be, an instru-
ment accepting such appointment hereunder, and thereupon such sue-
cessor trustee, without any further act, deed or conveyance, shall become
vested with all the authority, rights, powers, trusts, immunities, duties
and obligations of such predecessor trustee with like effect as if orig-
inally named as trustee hereunder, and such predecessor trustee shall
thereupon become obligated to pay over, and such successor trustee
shall be entitled to receive, all moneys on deposit with or held by such
predecessor trustee as trustee hereunder. Nevertheless, on the writ-
ten request of the Company or of the successor trustee or of the holders
of ten per cent. (10%) in principal amount of the Debentures then out-
standing, such predecessor trustee, upon payment of its charges and
disbursements then unpaid, shall execute and deliver an instrument
transferring to such successor trustee upon the trusts herein expressed
all the rights, powers and trusts of such predecessor trustee, and shall
assign, transfer and deliver to the successor trustee, all moneys and
properties held by such predecessor trustee; and upon request of any
such successor trustee, the Company shall make, execute, acknowledge
and deliver any and all instruments in writing for more fully and effec-
{ually vesting in and confirming to such successor trustee all such
authority, rights, powers, trusts, immunities, duties and obligations.

Secrion 10.18. Any corporation into which the Trustee, or any
successor to it, may be merged or with which it, or any successor to it,
may be consolidated or any corporation resulting from any merger or
consolidation to which the Trustee, or any successor to it, shall be a
party, provided such corporation shail be eligible under the provisions
of Section 10.13 of this Article Ten and qualified under the provisions of
Section 10.10 of this Article Ten, shall be a successor trustee under
this Indenture, without the execution or filing of any paper or the
performance of any further act on the part of any other parties hereto,
anything herein to the contrary notwithstanding. In case at the time
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such successor to the Trustee shall succeed to the trusts created by this
Indenture any of the Debentures shall have been authenticated but not
delivered, any such successor trustee may adopt the certificate of authen-
tication of the original Trustee, or of any successor fo it, as trustee
hereunder, and deliver the same so authenticated; and in case at that
time any of the Debentures shall not have been authenticated, any sue-
cessor trustee may authenticate such Debentures either in the name
of any predecessor hereunder or in the name of the successor trustee,
and in all such cases such certificate of authentication shall have the
full foree which it is anywhere in the Debentures or in this Indenture
provided that the certificate of authentication of the Trustee shall have.

ARTICLE ELEVEN.
Consolidation, Merger, Sale, Transfer and Lease.

Sporon 11.01, Nothing contained in this Indenture or in any of
the Debentures shall prevent any consolidation or merger of the Com-
pany with any corporation or successive consolidations or mergers in
which the Company or its successor or successors shall be a party or
parties, or shall prevent any sale, transfer, lease or other disposition
of all or substantially all of the property and assets of the Company
to any corporation authorized to acquire the same, provided, however,
that no such consolidation, merger, sale, transfer, lease or other dispo-
sition shall impair the obligations of this Indenture or any of the rights
or powers hereunder of the Trustee or of the holders of the Debentures;
and, provided further, that upon any such consolidation, merger, sale,
lease, transfer or other disposition the instrument required by Section
11.02 of this Article Eleven shall have been executed and delivered.

SeorioN 11.02. In case of any such consolidation, merger, sale,
lease, transfer or other disposition, the successor corporation shall
assume, by instrument in writing delivered to the Trustee, satisfactory
in form to the Trustee, the due and punctual payment of the prineipal
of, and premium and interest on, all the Debentures, acecording to their
tenor, and the due and punctual performance of all the covenants and
conditions of this Indenture and of any and all indentures supplemental
hereto, and thereupon such successor corporation shall succeed to and
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be substituted for the Company with the same effect as if it had been
named herein as a party hereto; and upon the order of such suceessor
corporation instead of the Company, subject to all the terms, conditions
and limitations in this Indenture and in any indenture supplemental
hereto prescribed, the Trustee shall authenticate and shall deliver any
Debentures which previously shall have been signed and delivered to
it by the Company for that purpose, and such suecessor corporation
may cause to be signed and issued, either in its own name or in the
nameé of the Company, and under the official seal of either, any and
all Debentures thereafter to be issued hereunder which theretofore
shall not have been signad by the Company and delivered to the Trus-
tee. Notwithstanding anything contained in this Article Eleven, the
Company shall not in any event be released from its liabilities or
obligations with respect to the Debentures and coupons, or under this
Indenture or any indenture supplemental herefo.

Section 11.03. The Trustee shall be protected, to the extent per-
mitted by the provisions of Seetions 10.01 and 10.02 of Article Ten
hereof, in acting hereunder upon receipt of a certificate signed by
authorized officers of the Company (as provided in Section 14.08 of
Article Fourteen hereof) and an opinion of counsel (who may be counsel
for the Company), in each case conforming to the requirements of See-
tion 14.03 of Article Fourteen hereof, stating that in the opinion of
the signers the provisions of this Article Eleven have been complied
with in eonneetion with any such consolidation, merger, sale, transfer,
lease or other disposition.

ARTICLE TWELVE.
Discharge of Indenture.

Srcrroxn 12.01.  If and when the prineipal of, and premium, if any,
and interest on, all of the Debentures shall have become due and pay-
able, either at the date of maturity or at the redemption date thereof,
and, proof being given to the reasonable satisfaction of the Trustee
that all of the Debentures and interest thereon and premium, if any,
have been paid or provision, satisfactory to the Trustee, for the pay-
ment thereof has been made, and if payment or provision for payment,
satisfactory to the Trustee, has been made of the costs, charges and
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expenses incurred or to be incurred by the Trustee in relation thereto
or in acting under and carrying out any and all of the provisions of this
Indenture, and of all other sums payable or which may become payable
by the Company hereunder, and upon receipt of a certificate signed by
authorized officers of the Company (as provided in Section 14.03 of
Article Fourteen hereof) and an opinion of counsel (who may be counsel
for the Company) each stating that in the opinion of the signers all con-
ditions precedent to the cancellation and satisfaction of this Indenture
have been complied with, which certificate and opinion shall conform to
the requirements of Section 14.03 of Article Fourteen hercof, then the
agreements set forth in this Indenture shall cease and determine and
the Trustee shall eancel and satisfy this Indenture. Debentures which
are no longer outstanding, as that term is defined in Section 1.01 of
Article One hereof, shall be deemed paid and satisfied for all purposes
of this Article Twelve. The cancellation and satisfaction of the Inden-
ture shall be without prejudice to the rights of the Trustee to charge
and be reimbursed for any expenditures which it may properly there-
after incur,

Secrion 12.02. All moneys deposited with the Trustee or any
paying agent pursuant to the provisions of this Indenture not applied
but remaining unclaimed by the holders of Debentures and coupons for
six years after the date upon which the principal of (and premium,
if any) or interest on such Debentures shall have become due and
payable, shall be repaid to the Company by the Trustee or such paying
agent on demand; and thereupon the Trustee or such paying agent
shall be released from all further liability with respect to such moneys,
and_the holder of any of the Debentures or coupons entitled to such
payment shall thereafter look only to the Company for the payment
thereof.

Any moneys deposited with the Trustee or any paying agent for
the redemption of Debentures subsequently converted shall be returned
to the Company by the Trustee or such paying agent on demand.

ARTICLE THIRTEEN.
Supplemental Indentures.

Srorioxn 13.01. In addition to any supplemental indentures that
may be entered into pursuant to the provisions of Section 4.05, the
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Company, when authorized by resolution of its Board of Directors, and
the Trustee, from time to time and at any time, subject to the restric-
tions in this Tndenture contained, may, and when so required by this
Indenture shall, enter into an indenture or indentures supplemental
hereto and which thereafter shall form a part hereof, for any one or
more of the following purposes:
(a) to add to the covenants and agreements of the Company
such further covenants and agreements thereafter to be observed

and to surrender any right or power herein reserved to or con-
ferred upon the Company;

(b) to evidence the succession of any corporation or organi-
zation to the Company, or successive successions, and the assump-
tion by a successor corporation or organization of the covenants
and obligations of the Company in the Debentures and in this
Indenture or any supplemental indenture contained;

(¢) tocure any ambiguity or to make such provision in regard
to matters or questions arising under this Indenture as may be
necessary or desirable and not inconsistent with this Indenture.

Seorron 13.02. In addition to any supplemental indenture author-
ized by Section 13.01 of this Article Thirteen, the Company, when
authorized by resolution of its Board of Directors, and the Trustee,
from time to time and at any time, subject to the restrietions in this
Indenture contained, may enter into an indenture or indentures sup-
plemental hereto and which thereafter shall form a part hereof, for the
purpose of amending, medifying, suspending or rescinding any pro-
visions of this Indenture or inserting any additional provision herein,
but only if such amendment, modification, suspension, rescission or
insertion shall theretofore have been approved in a writing, filed with
the Trustee, by holders of not less than sixty-six and two-thirds per
cent. (6624%) in aggregate principal amount of the Debentures then
outstanding; provided, however, that:

(a) the Trustee shall have received from the Company (i)
a copy of a resolution of its Board of Directors, certified by the
Secretary or an Assistant Secretary, authorizing the execution
of any such supplemental indenture and (ii) evidence of consent
of the debenture holders under this Section 13.02, such consent
being evidenced as provided in Section 8.01 hereof;

(b) mno such amendment, modification, suspension, rescission
or insertion shall (i) extend the fixed maturity of any Debentures,
or reduce the principal amount thereof, or reduce the rate or extend
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the time of payment of interest thereon, or reduce any premium
payable upon the redemption thereof, without the consent of the
holder of each Debenture so affected, or (ii) take away the con-
version right or change the conversion price or the provisions for
its adjustment, or (iii) reduce the percentage of the principal
amount of Debentures the consent of the holders of which shall be
required for the authorization of the execution on an indenture
supplemental hereto pursuant to the provisions of this Section
13.02 without the consent of the bolders of all of the Debentures
then outstanding, or (iv) modify, without the written consent of
the Trustee, the rights, duties or immunities of the Trustee.

Tt shall not be necessary for the consent of the Debenture holders
under this Section 13.02 to approve the particular form of any proposed
supplemental indenture, but it shall be sufficient if such consent shall
approve the substance thereof.

Promptly after the execution by the Company and the Trustee of
any supplemental indenture pursnant to the provisions of this Section
13.02, the Company shall publish a notice, setting forth in general terms
the substance of such supplemental indenture, at least once in a news-
paper printed in the English language and customarily published on
each business day and of a general circulation in the City of Houston,
Texas, and in a similar newspaper similarly published and of general
cireulation in the Borough of Manhattan, the City of New York. Any
failure of the Company to publish such notice, or any defect therein,
shall not, however, in any way impair or affect the validity of any such
supplemental indenture.

Seerion 13.03. Any supplemental indenture executed pursuant to
the provisions of this Article Thirteen ox of Section 4.05 shall comply
with the provisions of the Trust Indenture Act of 1939 as and if then
in effect. The Trustee is hereby authorized to join with the Company
in the execution of any such supplemental indenture, to make the further
agreements and stipulations which may be therein contained, and to
accept the conveyance, transfer and assignment of any property there-
under. The Trustee in executing any such supplemental indenture shall
be fully protected to the extent permitted by the provisions of Sections
10.01 and 10.02 of Article Ten hereof, in relying on an opinion of counsel
(who may be counsel for the Company), conforming fo the require-
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ments of Section 14.03 of Article Fourteen hereof, that such supple-
mental indenture is authorized or permitted by the provisions of this
Tndenture and is not inconsistent therewith.

An executed counterpart of each such supplemental indenture shall
be deposited with the Trustee at its prinecipal office.

In case any supplemental indenture shall have been executed for
the purpose and pursuant to the consent specified in Section 13.02 of
this Article Thirteen, any written consent shall be conclusive and bind-
ing on the holder and all future holders and owners of the Debentures.
If the Company or the Trustee shall so determine, new Debentures so
modified as, in the opinion of the Trustee and the Board of Directors
of the Company, to give effect to the provisions of such supplemental
indenture shall be prepared, authenticated and delivered upon the
demand of the holder of any Debenture then outstanding in exchange

for and upon surrender of such outstanding Debenture with all un-

matured coupons, if any, appurtenant thereto; and such exchange shall
be made without cost to such holder.

ARTICLE FOURTEEN.

Miscellaneous.

Secrion 14.01. All the covenants, stipulations, promises and agree-
ments in this Indenture contained, by or on behalf of the Company, -
shall bind its successors and assigns, whether so expressed or not, and
are for the common and equal use, benefit and security of all and
singular the present and future holders of the Debentures and coupons,
or any of ‘them, without (subject to the provisions of Section 5.02 of
Article Five hereof) preference, priority or distinction of any of the
Debentures or coupons over any of the others by reason of priority in
the issue, sale or negotiation thereof, or otherwise.

Seomon 14.02, Nothing expressed in or to be implied from this
Indenture, or in or from the Debentures, is intended or shall be con-
strued to give to any person, firm or corporation, other than the parties
hereto and the holders of the Debentures and coupons, any legal or
equitable right, remedy or claim under this Indenture, or under any
covenant or provision herein contained; this Indenture and all the
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covenants and provisions hereof being intended to be and being for
the sole and exclusive benefit of the parties hereto and the holders of
the Debentures and coupons, as herein provided.

Section 14.03. Upon any application or demand by the Company
to the Trustee to take any action under any of the provisions of this
Indenture, the Company shall furnish to the Trustee a certificate
(signed by authorized officers of the Company as hereinafter provided)
stating that all conditions precedent provided for in this Indenture
relating to the proposed action have been complied with and an opinion
of counsel who may be an employee of or of counsel to the Company
stating that in the opinion of such counsel all such conditions precedent
have been complied with, except that in the case of any such appliea-
tion or demand as to which the furnishing of such documents is specifi-
cally réquired by any provision of this Indenture relating to such
particular application or demand, no additional certificate or opinion
need be furnished.

In each case in which. this Indenture requires that the Company
furnish to the Trustee a certificate or opinion conforming to the require-
ments of this Section 14.03, such certificate or opinion shall inelude
(1) a statement that the person making such certificate or opinion
has read the covenant or condition in respect of which such certificate
or opinion shall have been furnished; (2) a brief statement as to the
nature and scope of the examination or investigation upon which the
statements or opinions contained in such certificate or opinion are
based; (3) a statement that, in the opinion of sueh person, he has made
such examination or investigation as is necessary to enable him to
express an informed opinion as to whether or not smeh covenant or
condition has been complied with; and (4) a statement as to whether
or not, in the opinion of such person, such condition or covenant has
been complied with.

Any such certificate or opinion of an officer of the Company may
be based, in so far as if relates to legal matters, upon a certificate or
opinion of or representations by counsel, unless such officer knows
that the certificate or opinion or representations with respect to the
matters upon which his certificate or opinion may be based as afore-
said are erroneous, or in the exercise of reasonable care should have
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known were erroneous. Any such certifieate or opinion of counsel may
be based, in so far as it relates to faetual matters, information with
respeet to which is in the possession of the Company, upon the certifi-
cate or opinion of or representations by an officer or officers of the
Company, unless such counsel knows that the certificate or opinion or
representations with respect to the matters upon which his opinion
may be based as aforesaid are erroneous, or in the exercise of reason-
able eare should have known were erroneous.

Unless herein ofherwise expressly provided, any order, notice,
request, certificate, statement or other instrument of the Company or
of its officers required or permitted to be filed with the Trustee or to be
made or given under any provision hereof shall be signed by its Presi-
dent or one of its Vice Presidents and by its Treasurer or one of its
Assistant Treasurers or its Secretary or one of its Assistant Secretaries.

Sporiox 14.04. If and to the extent that any provision of this
Tndenture limits, qualifies or conflicts with another provision included
in this Indenture which is substantially similar to a provision required
to be included in this Indenture by the provisions of any of Sections
310 to 817, inclusive, of the Trust Indenture Act of 1939, such required
provision shall econtrol.

Spomox 14.05. The Trustee shall cremate periodically all Deben-
tures and coupons canceled by it and deliver a certificate of such crema-
tion to the Company.

Szerion 14.06. This Indenture may be executed in several coun-
terparts, each of which shall be an original, and all.collectively shall
constitute but one instrument.

SecrioNn 14.07. This Indenture and each Debenture and coupon
issued hereunder shall be deemed to be a contract made under the laws
of the State of Texas, and for all purposes shall be construed in aceord-
ance with the laws of said State.

Seerion 14.08. The cover of this Indenture and all article head-
ings, and the table of eontents and marginal notes and headings, if any,
ave inserted for convenience only, and shall not affect any construction
or interpretation hereof.
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Ixn WrrNess WrErEor, Zapata Off-Shore Company has caused this
Indenture to be executed in its name and on its behalf by its President
or a Vice President and its corporate seal to be hereunto affixed and
attested by its Secretary or an Assistant Secretary, and Texas National
Bank of Houston has caused this Indenture to be execufed in its name
and on its behalf by its President or a Vice President and its corporate
seal to be hereunto affixed and attested by its Cashier or an Assistant
Cashier, all as of the day and year first above set forth.

Zarats Orr-SHORE COMPANY

................................................................

President

Attest:

............................................................

Secretary

Texas NATioNWAL BaNK oF Houstox

................................................................

TVice President

Attest:

............................................................

Assistant Cashier
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CouxTy or HARris
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Berore ME, a Notary Public in and for said County and State, on
this day personally appeared Grorce H. W. Busg, known to me to be
the President of Zapata Off-Shore Company and to be the person whose
name is subseribed as President of said Company to the foregoing
instrument, and acknowledged to me that he executed said instrument
as the act and deed of said corporation for the purposes and considera-
tion therein expressed.

Gvexy Uwper My Haxp anp Spar of office this ... day of July,

1956.

............................................................

Notary Public in and for
Harris County, Texas

My Commission EXpires ..ccoairisrinas

State or TEXAS }

Couwty or Hanrris

Berore Mg, a Notary Public in and for said County and State, on
this day personally appeared ArrEur TrUM, known to me to be the
Viee President of Texas National Bank of Houston and to be the person
whose name is subscribed as Viee President of said Bank to the
foregoing instrument, and acknowledged to me that he executed said
instrnment as the act and deed of said corporation for the purposes
and consideration therein expressed.

Gvexyr Urxper My Haxp aNp SeaL of office this ....... day of July,

1956.

............................................................

Notary Public in and for
Harris County, Texas

My Commission EXpPIres .......cocimenricns



