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Pursuant to the Order of the Surface Transportation Board (the "Board"),' Kaneb Pipe
Line Partners, L.P. (“KPP”) and Kaneb Pipe Line Operating Partnership, L.P. (“KPOP”)
(collectively, “Kaneb”), submit this supplemental brief regarding the terms and conditions of the
Valero L.P. (“Valero”) acquisition of Kaneb Pipeline. As explained more fully herein, Kaneb
requests an extension until January 31, 2005 to submit a supplemental brief on the impact of the

acquisition on issues and arguments currently before the Board.

On November 3, 2005, the Board directed Kaneb to submit a supplemental pleading
detailing, (i) the terms and conditions of Valero’s acquisition of Kaneb, including the relevant
transaction documents; and (ii) the impact, if any, of that transaction on the issues and arguments

currently before the Board in this docket.

! CF Indus. Inc. v. Kaneb Pipe Line Partners, L.P. and Kaneb Pipe Line Operating P’ship, L.P., Docket No.

NOR-42084, slip op. (Nov. 3, 2005) (“Order”).



On July 1, 2005, Kaneb Services LLC (“Kaneb Services”) and KPP, both publicly traded
entities, merged with and into Valero, a publicly-traded limited partnership. Valero is organized,
existing, and doing business under the laws of the State of Delaware, with its office and principal
place of business located at One Valero Way, San Antonio, Texas 78249. An executed copy of
the Agreement and Plan of Merger between Valero and Kaneb Services is attached as Exhibit Al
An executed copy of the Agreement and Plan of merger among Valero, KPP and KPOP is

attached as Exhibit B.>

Prior to the merger, KPOP’s sole limited partner was KPP, and the sole general partner
was Kaneb Pipe Line Company LLC (“Kaneb GP”), a subsidiary of Kaneb Services. Following
the merger, KPP remains the sole limited partner of KPOP, and Kaneb GP remains its sole
general partner. The merger among Valero, Kaneb Services and KPP was a merger of holding
companies and did not result in any change in the ownership of KPOP. As a result of the
merger, KPP, KPOP, Kaneb GP and Kaneb Services are subsidiaries of Valero. KPOP remains
the owner and operator of the anhydrous ammonia pipeline that is the subject of the instant

proceeding.

Consistent with Statement of Financial Accounting Standards No. 141, Business
Combinations, Valero has up to one year from the date of the merger to finalize any purchase
price adjustments and acquisition accounting. Thus, Valero has not completed its final purchase

price accounting or allocations associated with the merger but expects to have that work done by

2 Agreement and Plan of Merger is being submitted without the exhibits or schedules to that Agreement,

which are voluminous and contain confidential business information. These exhibits and/or schedules can be
?rovided to the Board as confidential documents upon request.

Agreement and Plan of Merger is being submitted without the exhibits or schedules to that Agreement,
which are voluminous and contain confidential business information. These exhibits and/or schedules can be
provided to the Board as confidential documents upon request



January 31, 2006, well in advance of the deadline for doing so. Accordingly, Valero and Kaneb

will not have sufficient information to respond to the Board’s request until January 31, 2006.

Therefore, Kaneb requests that it be granted until January 31, 2006 to submit a

supplemental pleading discussing what impact, if any, the merger has on the issues and

arguments pending before the Board in this docket. Kaneb further requests that the Board extend

the due date for reply pleadings by CF Industries Inc. and Dyno Nobel, Inc. until February 14,

2006. Kaneb will be available for a conference with Board staff after all of the supplemental

pleadings have been filed.

November 22, 2005

Respectfully submitted,

Albert S. Tabor, Jr.
Andrea M. Halverson
Vinson & Elkins L.L.P.
First City Tower

1001 Fannin, Suite 2300
Houston, TX 77002
713.758.2620
713.615.5298 (fax)

Attorneys for Kaneb Pipe Line Partners,
L.P. and Kaneb Pipe Line Operating
Partnership, L.P.
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AGREEMENT AND PLAN OF MERGER, dated as of October 31, 2004 (this
“Agreement”), by and among Valero L.P., a Delaware limited partnership (“VLI”), Riverwalk
Logistics, L.P., a Delaware limited partnership and the general partner of VLI (“VLI GP”), Va-
lero GP, LLC, a Delaware limited liability company and the general partner of VLI GP (“Parent
GP”), VLI Sub A LLC, a Delaware limited liability company and a wholly-owned subsidiary of
VLI (“VLI Sub A” and collectively with VLI, VLI GP and Parent GP, the “VLI Entities” and
each a “VLI Entity”), and Kaneb Services LLC, a Delaware limited liability company (“*KSL”).

WITNESSETH:

WHEREAS, the VLI Entities and KSL desire that VLI and KSL combine their
businesses on the terms and conditions set forth in this Agreement;

WHEREAS, simultaneously with, and as a condition to, the execution hereof,
VLI, VLI GP, Parent GP and VLI Sub B LLC, a Delaware limited liability company and wholly-
owned subsidiary of VLI (“VLI Sub B”), Kaneb Pipe Line Partners, L.P., a Delaware limited
partnership (“KPP”), and Kaneb Pipe Line Company LLC, a Delaware limited liability company
that is a wholly-owned subsidiary of KSL and the general partner of KPP (“KPP GP” and collec-
tively, with KSL and KPP, the “Kaneb Entities” and each a “Kaneb Entity”) are entering into an
Agreement and Plan of Merger (the “KPP Merger Agreement”), pursuant to which VLI Sub B
will merge with and into KPP (the “KPP Merger”); and

WHEREAS, simultaneously with, and as a condition to, the execution hereof,
Messrs. Barnes and Doherty are executing a support agreement substantially in the form of Ex-
hibit A hereto (the “Suppart Agreement”).

NOW, THEREFORE, in consxdemnon of the foregoing and the respective repre-
sentations, warranties, covenants and agreements set forth in this Agreement, and intending to be
legally bound hereby, the parties hereto agree as follows:

ARTICLE 1
CERTAIN DEFINITIONS

As used in this Agreement, the following terms shall have the respective mean-
ings set forth below:

“Acquisition Proposal” shall have the meaning set forth in Section 6.4(a)(i).

“Affiliate” shall have the meaning given such term in Rule 12b-2 under the Ex-
change Act.

“Agreement” shall have the meaning set forth in the preamble.
“Assets” means all of the assets (including the tangible and intangible assets) used

or necessary for the conduct of KSL’s or VLI’s, as the case may be, and their respective Subsidi-
aries’ businesses as they are presently conducted.



o

'

“beneficial ownership” or “beneficially own” shall have the meaning ascribed to
such terms under Section 13(d) of the Exchange Act and the rules and regulations thereunder.

“Benefit Plan” means, with respect to any entity, any employee compensation,
benefit plan, program, policy, practice, agreement, contract or other arrangement providing bene-
fits to any current or former employee, officer or director of such entity or any of its Subsidiaries
or any beneficiary or dependent thereof that is sponsored or maintained by such entity or any of
its Subsidiaries or to which such entity or any of its Subsidiaries contributes or is obligated to
contribute or with respect to which such entity or any of its Subsidiaries may have any liability,
contingent or otherwise, whether or not written, including any employee welfare benefit plan
within the meaning of Section 3(1) of ERISA, any employee pension benefit plan within the
meaning of Section 3(2) of ERISA (whether or not such plan is subject to ERISA) and any bo-
nus, incentive, deferred compensation, vacation, stock purchase, stock option, severance, em-
ployment, change of control or fringe benefit plan, program, policy or agreement and any related
trusts or other funding vehicles. c '

“Business Day” means any day on which banks are not required or authorized to
close in the City of New York. - :

“Certificate of Merger” shall have the meaning set forth in Section 2.2.

“Change in the VLI Recommendation” shall have the meaning set forth in Section

“Closing” shall have the meaning set forth in Section 2.4.
~ “Closing Date” shall have the meaning set forth in Section 2.4.
“Code” shall mean the Internal Revenue Code of 1986, as amended.

“Confidentiality Agreement” shall have the meaning set forth in Section 6.2.
“Dissenting Shares” shall have the meaning set forth in Section 3.1(a)(ii).
“DOJ” means the Antitrust Division of the U.S. Department of Justice.
“Effective Times” shall have the meaning set forth in Section 2.2.
“Encumbrances” shall have the meaning set forth in Section 4.1(b)(ii).
“Environmental Laws” shall have the meaning set forth in Section 4.1(IXii)(1).
“Environmental Permits” shall have the meaning set forth in Section 4.1(I)XiXa)-

“ERISA” means the Employee Retirement Income Security Act of 1974, as
amended.



_ “ERISA Affiliate” means, with respect to any entity, trade or business, any other

entity, trade or business that is a member of a group described in Section 414(b), (c), (m) or (0)
of the Code or Section 4001(b)(1) of ERISA that includes the first entity, trade or business, or
that is a member of the same “controlled group” as the first entity, trade or business pursuant to
Section 4001(a)(14) of ERISA.

“Exchange Act” means the Securities Exchange Act of 1934, as amended.
“Exchange Agent” shall have the meaning set forth in Section 3.3. |
“Exchange Fund” shall have the meaning set forth in Section 3.3.

“Expenses” means all out-of-pocket expenses (including all fees and expenses of
counsel, accountants, investment bankers, experts and consultants to a party and its Affiliates).
incurred by a party or on its behalf in connection with or related to the authorization, preparation,
negotiation, execution and performance of this Agreement and the transactions contemplated
hereby, including the preparation, printing, filing and mailing of the Joint Proxy State-
ment/Prospectus and the Form S-4 and the solicitation of member and/or limited partner approv-
als and all other matters related to the transactions contemplated hereby and thereby.

" “Form S-4” means a registration statement, and any amendments and supplements
thereto, on Form S-4 with respect to the issuance of VLI Common Units in the KPP Merger,

“FTC” means the U.S. Federal Trade Commission.
“QAAI_’” means U.S. generally accepted accounting principles.

“Governmental Entjty” shall have the meaning set forth in Section 4.1(d). -

“Hazardous Substances” shall have the meaning set forth in Section 4.1(I)(ii)(2).

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended.

“Indemnified Party” and “Indemnified Partics” shall have the meaning set forth in
Section 6.6(b). ' :

“Intellectual Property” means all patents, trademarks, trade names, service marks,
copyrights, and any applications therefor, technology, know-how, computer software programs
or applications, and tangible or intangible proprietary information or materials. -

“Joint Proxy Statement/Prospectus” shall have the meaning set forth in Section
4.1(d)(iii).

“Kaneb Benefit Plan” means the KSL Stock Plans and any other Benefit Plan
sponsored, maintained or contributed to by KSL or any of its Subsidiaries, or to which KSL or
any of its Subsidiaries is required to contribute, or with respect to which KSL or any of its Sub-
sidiaries may have any liability, contingent or otherwise. '

-3-



“Kaneb Coptract” shall have the meaning set forth in Section 4.1()(i).

“Kaneb Disclosure Schedule™ shall have the meaning set forth in Section 4.1.
“Kaneb Employees” shall have the meaning set forth in Section 6.7(a).

“Kaneb Entities” or “Kaneb Entity” shall have the meaning set forth in the recit-

“Kaneb Partially Owned Entities” means Partially Owned Entities of KSL.
“Kaneb Plan” means any Kaneb Benefit Plan other than a Multiemployer Plan.
“Kaneb Qualified Plans” shall have the meaning set forth in Section 4.1(m)iii).
“Kaneb Recommendation” shall have the meaning set forth in Section 6.1(b).

“Kaneb SEC Documents” means the KSL SEC Documents and the KPP SEC
Documents '

“KSL Termination Fee” means $15,000,000.

“Knowjedge” means, with respect to any entity, the knowledge of such eatity’s
(or its general partner’s) executive officers after reasonable inquiry.

“KPP” shall have the meaning set fo:_th m the recitals.
“KPP Effective Time” shall have the meaning set forth in Section 2.2.
“KPP GP” shall have the meaning set forth in the recitals.

“KPP GP LLC Agreement” means the Amended and Restated Limited Liability
Company Agreement of KPP GP, dated July 2, 2001.

“KPP Merger” shall have the meaning set forth in the recitals.
“KPP Merger Agreement” shall have the meaning set forth in the recitals.

“KPP_Partpership Agreement” means the Amended and Restated Partnership
Agreement of KPP, dated July 23, 1998, as amended October 27, 2003.

“KPP SEC Documents” shall have the meaning assigned thereto in the KPP
Merger Agreement. ' '

“KPP Unit” shall have the meaning given the term “Common Unit” in the KPP
Partnership Agreement.

“KPP Unitholders” means the holders of the KPP Units.



“KPP Unitholders Meeting” shall have the meaning set forth in the KPP Merger
Agreement.

“KSL” shall have the meaning set forth in the preamble.
“KSL Certificate™ shall have the meaning set forth in Section 3.1(a)(i).

“KSL Common Shares” shall have the meaning given the term “Common Share”
in the KSL LLC Agreement.

“KSL Consideration” shall have the meaning set forth in Section 3.1(a)(i).
“KSL Deferred Sm Unit” shall have the meaning set forth in Section 3.2(b)

“KSL Deferred Share Unit Amangements” shauhavethemeanmssetforthm |
Section 3.2(b). :

“KSL Effective Time” shall have the meaning set forth in Section 2.2.

QL_M means KSL and its Subsidiaries (which specifically excludes KPP
and its Subsidiaries). ‘

“KSL _LLC Agreement” meanstheAmendedandRumedLmtedLubxhty
Company Agreement of KSL, dated June 28, 2001. C
“KSL Merger” shall have the meaning set forth in Section 2.1. -
“KSL Owned Units” means KPP Units directly or indirectly owned by KSL.
“KSL Rights” means any of the Rights, as such term is defined in the KSL Rights
Agreement. ,
“KSL_Rights Agreement” means the Rights Agreement, dated as of June 27,
2001, between KSL and The Chase Manhattan Bank, National Association, as rights agent.
“KSL SEC Documents” shall have the meaning set forth in Section 4.1(e)X(i).
“KSL Shareholder” shall have the meaning given to the term “Shareholder” in the
KSL LLC Agreement.

“KSL_Shareholders Approval” means the approval and adoption of this Agree-
ment and the transactions contemplated hereby by the KSL Shareholders holding at least the ma-
jority of the voting power of KSL, including the affirmative vote of the KSL Shareholders hold-
ing at least a majority of the outstanding KSL Common Shares (other than those: beneficially
owned by VLI or any Affiliates thereof or by any Kaneb Entity or any Affiliates thereof) that are
present, in person or by proxy, at the KSL Shareholders Meeting.

“KSL Sharehol ing” shall have the meaning set forth in Section 4.1(c)(i).



“KSL Stock Option” shall have the meaning set forth in Section 3.2(a). -
“KSL Stock Plans” shall have the meaning set forth in Section 4.1(b)Xi).

“KSL 2003 10-K” means KSL’s Annual Report on Form 10-1( for the fiscal year
ended December 31, 2003, as filed with the SEC.

“Letter of Transmittal” shall have the meaning set forth in Section 3.4(a).
“LLC Act’ shallhavethemeanmgsetfortthect:onZZ

“Material Adverse Effect” means, with respect to any entity or group of entities, a
material adverse effect on (i) the business, operations, results of operations or financial condition
of such entity or entities and its or their Subs:dlmutakenasawholeor('u)theabthtyofswh
entity or entities to timely consummate the transactions contemplated by this Agreement, except, -
meachcase,totheextentsucheﬁ'ectnsreasonablyattnbmbleto(A)generalpohtxcalandeco—
nomic conditions (including prevailing interest rate and stock market levels), (B) the general
state of the industries in which such entity operates, except to the extent such entity is substan-
tially disproportionately affected, (C) the negotiation, announcement, execution or delivery of
this Agreement or (D) any outbreak of hostilities, terrorism or war, other than any terrorist or
similar acts directed at or directly impacting the business or assets of such entity or its Subsidiar-
ies.

“Multiemplover Plan” means any “multiémplbye’r plan” within the meaning of
Section 4001(a)(3) of ERISA. o

“MQM shallhavethemeamngsetfortthechontt 1(dX(vi).

“New Plans” shall have the meaning set forth in Section 6.7(b).

“NYSE” means the New York Stock Exchange, Inc

“Qld Plans” shall have the meaning set forth in Section 6.7(b). .

“Qther Approvals” shall have the meaning set forth in Section 4.1(d)ii).

“Parent GP” shall have the meaning set forth in the preamble.
“Partially Owned Enptity” means, with respect to a specified Person, any other

Person that is not a Subsidiary of such specified Person but in which such specified Person, di-
rectly or indirectly, owns 30% or more of the equity interests thereof (whether voting or non-

voting and including beneficial interests); provided, however, in no case shall KPP or its Sub-

sidiaries or its or thexr Partially Owned Entities be considered a “Partially Owned Entity” of
- KSL.

“PBGC” shall have the meaning set forth in Section 4.1(m)(v).



“Permitted Encumbrances” means (A) liens for current Taxes not yet due and
payable or for Taxes the validity of which is being contested in good faith in appropriate pro-
ceedings, and (B) such other Encumbrances that are de minimis or immaterial individually and

in the aggregate.

“Person” means an individual, corpofaﬁon, limited liability company, partnership,
association, trust, unincorporated organization, other entity or group (as defined in the Exchange
Act).

“Policies” shall have the meaning set forth in Section 4.1(k)(i).

“Regulatory I.aw” means the HSR Act, and all other federal, state and foreign, if
any, statutes, rules, regulations, orders, decrees, administrative and judicial doctrines and other
laws that are designed or intended to prohibit, restrict or regulate (i) mergers, acquisitions or
other business combinations, (ii) foreign investment, or (iii) actions having the purpose or effect
of monopolization or restraint of trade or lessening of competition.

“Release” shall have the meaning set forth in Section 4.1(1)(ii)(3).
“Required Approvals” shall have the meaning set forth in Section 6.3(a)(i).
“SEC” means the U.S. Securities and Exchange Commission. |
“Securities Act” means the Securities Act of 1933, as amended.

“Subsidiary” shall have the meaning ascribed to such term in Rule 1-02 of Regu-
lation S-X of the SEC; provided, however, in no case shall any of KPP or its Subsidiaries be con-
sidered a “Subsidiary” of KSL. For the avoidance of doubt, with respect to KSL, a “Subsidiary”
includes KPP GP.

“Superior Proposal” shall mean, for purposes of this Agreement, a bona fide writ-
ten Acquisition Proposal with respect to KSL that the Board of Directors of KSL concludes in
good faith, after consultation with its respective financial advisors and legal advisors, taking into
account all legal, financial, regtﬂatoryandotheraspectsofmepmposalandﬂ:ePersonmalnng
the proposal (including any break-up fees, expense reimbursement provisions and conditions to
consummation),aswellasaﬁergivingeﬁ‘ecttoallofthcadjusunmtsthatmaybeoﬁ'eredby
VLI pursuant to clause (B) of the final proviso in this definition below, (i) is more favorable to
the KSL Shareholders, from a financial point of view, than the transactions contemplated by this
Agreement, and (ii) is fully financed or reasonably capable of being fully financed and otherwise
reasonably capable of being completed on the terms proposed; provided that, for purposes of this
definition of “Superior Proposal,” the term Acquisition Proposal shall have the meaning assigned
to such term in Section 6.4(a)(i), except that the reference to “10% or more” in the definition of
“Acquisition Proposal” shall be deemed to be a reference to “a majority” and “Acquisition Pro-
posal” shall only be deemed to refer to a transaction involving a majority of the equity securities
of KSL or all or substantially all of the consolidated assets of the KSL and its Subsidiaries; pro-
vided further that no Acquisition Proposal shall constitute a Superior Proposal unless (A) KSL
has notified VLI, at least five Business Days in advance, of the intention to effect a Change in
the Kaneb Recommendation in accordance with Section 6.4 hereof on the basis of such Acquisi-
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tion Proposal, specifying the material terms and conditions of any such Acquisition Proposal and
furnishing to VLI a copy of the relevant proposed transaction agreements, if such exist, with the
party making such Acquisition Proposal, and (B) during the period of not less than five Business
Days following KSL’s delivery of the notice referred to in clause (A) above and prior to effect-
ing such a Change in the Kaneb Recommendation, have negotiated, and have used reasonable
best efforts to cause their respective financial and legal advisors to negotiate, with VLI in good
faith (to the extent that VLI desires to negotiate) to make such adjustments in the terms and con-
ditions of this Agreement so that such Acquisition Proposal ceases to constitute a Superior Pro-
posal.

“Support Agreement” shall have the meaning set forth in the recitals.
“Surviving LLC" shall have the meaning ascribed to such term in Section 2.1.

“Tax Return” means any return, report or similar statement (including any at-
tached schedules) required to be filed with respect to any Tax, including any information return,
claim for reﬁmd, amended return or declaration of estimated Tax.

“Taxes” mmsanymdallmxes,assessments,feuandoﬂxetgovemmmul
charges imposed by any Governmental Entity, including without limitation income, profits, gross
receipts, net proceeds, alternative or add-on minimum, ad valorem, value added, turnover, sales,
use, property, personal property (tangible and intangible), environmental (including taxes under
section 59A of the Code), stamp, leasing, lease, user, excise, duty, franchise, capital stock, trans-
fer, registration, license, withholding, social security (or sxmnlar), unemployment, disability, pay-
roll, employment, fuel, excess profits, occupational, premium, windfall profit, severance, esti-
mated, or other charge of any kind whatsoever, including any interest, penalty, or addition
thereto, whether disputed or not.

“’_I‘_m%gfw” shall have the meaning set forth in Section 8.1(b).
’shallhavethemeaningsetforthinthepreamble

“VLI Common Unit” shallhavethemeamnggwenﬁ:etetm“CommonUmt”mv
the VLI Partnership Agreement. '

I Discl ched ”shallhavethemeaningsetforﬂ)inSection4.2;
“VL] Entities” and “VL] Entity” shall have the meaning set forth in the preamble.
“VLI GP” shall have the meaning set forth in the preamble.

“VLI Incentive Distribution Rights” shall have the meaning given the term “In-
centive Dlstnbutlon Rights” in the VLI Partnership Agreement.

“VL] Partnership Agreement” means the Third Amended and Restated Agree-
ment of Limited Partnership of VLI, dated as of March 18, 2003, as amended March 11, 2004.

“VLI Recommendation” shall have the meaning set forth in Section 6:1(c).

-8-



“YLI Sub A” shall have the meaning set forth in the preamble.
“VLI Sub B” shall have the meaning set forth in the recitals.

“VLI Subordinated Units” shallhavethemeanmgngentheterm“Subordmated
Unit” in the VLI Partnership Agreement.

“VLI Termination Fee” means $25,000,000.

“VLI Unitholders” shall have the meaning set forth in the KPP Merger Agree-
ment. A )

“VLI Unitholders Approval” shall have the meaning set forth in Section 4.2(b)(i).
“VLI Unitholders Meeting” shall have the meaning set forth in Section 4.2(b)(i).

“Voting Debt” means any bonds, debentures, notes or other indebtedness having
the right to vote on any matters on which holders of capital stock or members or partners of the
same issuer may vote.

“Withdrawal Liability” means liability to a Multiemployer Plan as a result of 8
complete or partial withdrawal from such Multiemployer Plan, as those terms are defined in Part
I of Subtitle E of Title IV of ERISA.

ARTICLE I

THE MERGER

2.1  The Merger. Upon the terms and subject to the conditions hereof, at the
KSL Effective Time, VLI Sub A shall be merged with and into KSL (the “KSL Merger™), with
KSLasthcmwwngenutymtheKSLMerger(the“Smm_LLQ") and the separate exis-
tence of VLI Sub A shall thereupon cease.

22  Effective Time of the Merger. The KSL Merger shall become effective as
set forth in (or, if not set forth, at the time of filing) a properly executed certificate of merger, in
accordance with the Delaware Limited Liability Company Act (the “LLC Act”) duly filed with
the Secretary of State of the State of Delaware (the “Certificate of Merger”), which filing shall

be made on the Closing Date. As used in this Agreement, the term “KSL Effective Time" shall
mean the date and time when the KSL Merger becomes effective, which date and time shall im-

mediately precede the time that the KPP Merger becomes effective (the “KPP Effective Time”
and, together with the KSL Effective Time, the “Effective Times”).

2.3  Effects of the Merger. The KSL Merger shall have the effects set forth in
the applicable provisions of the LL.C Act.

24 Closing. Upon the terms and subject to the conditions set forth in Article

VII and the termination rights set forth in Article VIII, the closing of the transactions contem-
plated by this Agreement (the “Closing™) will take place at the offices of Wachtell, Lipton,
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Rosen & Katz, 51 West 52nd Street, New York, New York 10019 at 10:00 A:M. on the date that
is the second full NYSE trading day to occur after the date following the satisfaction or waiver

(subject to applicable law) of the conditions (excluding conditions that, by their nature, cannot be

satisfied until the Closing Date) set forth in Article VII, unless this Agreement has been thereto-

fore terminated pursuant to its terms or unless another place, time or date is agreed to in writing

by the parties hereto (the date of the Closing being referred to herein as the “Closing Date™).

2.5 LLC Agreement. At the KSL Effective Tlme, the limited liability com-
pany agreement of the Surviving LLC shall be the KSL LLC Agreement, as in effect immedi-
ately prior to the KSL Effective Time, until thereafter changed or amended as provided therein or
by applicable law.

2.6  Directors and Officers. The directors and officers of VLI Sub A immedi-
atelypﬁortotheKSLEﬁ'ectiveTimeshallbethedixectorsandoﬁcersofth;vaivingLLC.

2.7 ati i ctures. The parties agree that VLI, with the
consent of KSL, whnchshallnotbeunreasonably mthheldordelayed, may change the method
and structure of effecting the KSL Merger, and KSL shall cooperate in such efforts, including by
entering into appropriate amendments to this Agreement; provided, however, that any actions
taken pursuant to this Section 2.7 shall not (i) alter or change the kind or amount of consideration
to be issued to KSL Shareholders as provided for in this Agreement, (ii) adversely affect the tax
consequences of the receipt of such consideration by the holders of KSL Common Shares, (jii)
materially delay receipt of any Required Approvals, or (iv) otherwise cause any condition to
Closing set forth in Article VII to be materially delayed or to be materially more difficult to ful-
fill (unless duly waived by the party entitled to the benefits thereof).

ARTICLE III

CONVERSION OF SECURITIES

3.1  Effect of the Merger on Equity Securities.

(@) At the KSL Effective Time, by virtue of the KSL Merger and without any
action on the part of any holder of any KSL Common Shares:

@) Subject to Section 3.1(a)(ii), each outstanding KSL Common Share
(together with any associated KSL Rights) issued and outstanding immediately
prior to the KSL Effective Time shall be converted into the right to receive an
amount in cash equal to $43.31 (the “KSL. Consideration™. All KSL Common
Shares converted into the right to receive the KSL Consideration pursuant to this
Section 3.1(a) shall cease to be outstanding and shall be canceled and retired and
shall cease to exist, and each holder of a certificate that immediately prior to the
KSL Effective Time represented any such KSL Common Shares (a “KSL Certifi-
g;g")shallﬂmeaﬁaceasetobeamemberofKSLorhavemyn@tswxﬂ:m—
spect to such KSL Common Shares, except the right to receive the KSL Consid-
eration to be issued in consideration therefor and any distributions to which hold- -
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ers of KSL Common Shares become entitled all in accordance with this Article I
upon the surrender of such KSL Certificate.

(i)  Notwithstanding any other provision contained in this Agreement,
no KSL Common Shares that are issued and outstanding as of the KSL Effective
Time and that are held by a KSL Shareholder who has properly exercised such
KSL Shareholder’s appraisal rights (any such KSL Common Shares being re-
ferred to herein as “Dissenting Shares”) under Section 11.5 of the KSL LLC
Agreement shall be converted into the right to receive the KSL Consideration as
provided in Section 3.1(a) unless and until such KSL Shareholder shall have
failed to perfect, or shall have effectively withdrawn or lost, such Shareholder’s
right to dissent from the KSL Merger under the KSL LLC Agreement and to re-
ceive such consideration as may be determined to be due with respect to such Dis-
senting Shares pursuant to and subject to the KSL LLC Agreement. If any holder
of Dissenting Shares shall have so failed to perfect or has effectively withdrawn
or lost such KSL Shareholder’s right to dissent from the KSL Merger after the
KSL Effective Time, each of such holder’s KSL Common Shares hall thereupon
be deemed to have been converted into and to have become, as of the KSL Effec-
tive Time, the right to receive the KSL Consideration. -

(b) At the KSL Effective Time, by virtue of the KSL Merger and without any
action on the part of VLI, each outstanding limited liability compeny interest in VLI Sub A is-
sued and outstanding immediately prior to the KSL Effective Time shall be converted into 1,000
KSL Common Shares and KSL shall issue to VLI a cettificate evidencing such KSL Common
Shares. VLI agrees that at the KSL Effective Time, VLI shall be automatically bound by the
KSLLLCAgxeementandVLIshallbeadmittedtoKSLasamanberofKSLimmediatelyupon
the KSL Effective Time. At the KSL Effective Time, the books and records of KSL shall be re-
vised to reflect the admission of VLI as a member of KSL and the simultaneous resignation of all
other members of KSL, and VLI shall continue KSL without dissolution.

3.2 KSL Stock Options; Other KSL Equity Awards. (a) Immedisately prior to
the KSL Effective Time, each KSL stock option to acquire KSL. Common Shares then out-
standing (the “KSL Stock Optiops”) shall become fully vested and shall be converted into the
righttoreceive,upontheexmisethereoﬂanamomtincash(withomintemst)equalmtthSL
Consideration multiplied by the number of KSL Common Shares subject to the KSL Stock Op-
tion so exercised. As of the KSL Effective Time, each outstanding KSL Stock Option so con-
vertedshallbecanceﬂed,mdd)eholderthmofshaﬂbeenﬁdedmmceive,assoonaspncﬁea-
ble thereafter, an amount of cash (without interest) equal to the product of (x) the total number of
KSL Common Shares subject to such KSL Stock Option multiplied by (y) the excess, if any, of
the amount of the KSL Consideration over the exercise price per share of KSL Common Shares
under such KSL Stock Option (with the aggregate amount of such payment rounded to the near-
est cent) less applicable Taxes, if any, required to be withheld with respect to such payment. Pay-
ment of any amounts in respect of the KSL Stock Options pursuant to Section 3.2(a) hereof shall
be in full satisfaction of the obligations in respect thereof.

(b)  Effective as of the KSL Effective Time, all then outstanding and unsettled
stock units in respect of KSL Common Shares (each, a “KSL Deferred Share Unit”) credited
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pursuant to a compensation agreement or plan or any similar plan, agreement or arrangement
with respect to KSL Common Shares including, but not limited to, the Xanser Corporation
Deferred Stock Unit Plan and the Xanser Corporation 1996 Supplemental Deferred
Compensation Plan (the “KSL Deferred Share Unit Arrangements”) shall be converted into an
obligation to pay cash in respect thereof with a value equal to. the product of (i) the KSL
Consideration and (ii) the number of KSL Common Shares subject to such KSL Deferred Share
Unit (with the aggregate amount of such payment rounded to the nearest cent). Such obligation
shall be payable or distributable in accordance with the terms of the applicable. KSL Deferred
Share Unit Arrangement.

(c) Prior to the KSL Effective Time, the compensation committee of the Board
of Directors of KSL shall take all actions as are necessary, including making such adjustments
and amendments to, or determinations with respect to, the KSL Stock Options and KSL Deferred
Share Units, including the plans and agreements related thereto, to implement the provisions of
this Section 3.2, so as to ensure that following the KSL Effective Time, no holder of a. KSL
StockOpuonorKSLDeferredShareUmtorparhclpantmaKanebPlanorotlmunployee
benefit arrangement of Kaneb or its Subsidiaries shall have any right thereunder to acquue or
receive any KSL Common Shares.

(d  Schedule 3.2(d) contains a list of all KSL Stock Options and KSL De-
femdSthmtsoutstandmgasofthedatehmofandhmformha»hKSLStockOpuonor
KSL Deferred Share Unit (i) the holder thereof; (ii) the number of KSL shares subject to such
‘award; (m)ﬂxcdaﬁofgrantmdexpmhon,md(w)theexmmpﬂce(lfmy)

3.3  Exchange Fund. PnortotheKSLEﬂ’echveTlmc,VLIshallappom
Computershare Limited, or a commercial bank or trust company, or a subsidiary thereof, rea-
sonably acceptable to KSL, to act as exchange agent hereunder for the purpose of exchanging
KSLCemﬁcatesfortheKSLConmderahon(theW’) At or prior to the KSL Ef-
fective Time, VLI shall deposit with the Exchange Agent in trust for the benefit of holders of
KSLCommonShares,cashtobelsslwdandpmdpmsuanttoSecuon3l(a)mexchmgeforom-
standing KSL Common Shares upon due surrender of KSL Certificates pursuant to this Article
II. Any cash deposited with the Exchange Agent (including the amount of any distributions (or
otbamsmbtmmspayablemmrespeathm)shauhammﬁubenfemdwasme“m
Fund.” :

34 gmmg_gm Promptly after the KSL Effective Time, VLI shall
causetheExchnngeAgenttommltoeachholderofaKSLCmﬁcate(otherﬂnnanyKSLCer-
tificate representing any Dissenting Shares) (a) a letter of transmittal (the ‘
g")thatshallspeclfythatdehveryshallbeeﬁ'ected,andnskoflossmdtltletotheKSLCemﬁ
cates shall pass, only upon proper delivery of the KSL Certificates to the Exchange Agent, and
which Letter of Transmittal shall be in customary form and have such other provisions as VLI
and KSL may reasonably specify (such letter to be reasonably acceptable to VLI and KSL prior
to the KSL Effective Time) and (b) instructions for effecting the surrender of such KSL Certifi-
cates in exchange for the KSL Consideration, together with any distributions with respect thereto
and any cash in lieu of fractional shares. UponslmderofaKSLCemﬁmetoﬁwExchmge
Agent together with the relevant Letter of Transmittal, duly executed and completed in accor-
dance with the instructions thereto, and such other documents as may reasonably be required by
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the Exchange Agent, the holder of such KSL Certificate shall be entitled to receive in exchange
therefor a check in the amount equal to the cash such holder has the right to receive pursuant to
Section 3.1(a).

ship Ri v ares. All cash paid
upon conversion of KSL Common Shares in accordance with the terms of this Article Il shall be
deemed to have been issued or paid in full satisfaction of all rights pertaining to the KSL Com-
mon Shares. :

3.6  Termination of Exchange Fund. Any portion of the Exchange Fund that
remains undistributed to the holders of KSL Certificates one year after the KSL Effective Time
shall, at VLI’s request, be delivered to VLI or otherwise on the instruction of VLI, and any hold-
ers of KSL Certificates who have not theretofore complied with this :Article III shall after such
delivery look only to VLI for any amounts payable to such holders pursuant to this Article 1.
Any such portion of the Exchange Fund remaining unclaimed by holders of KSL Common
Shares immediately prior to such time as such amounts would otherwise escheat to or become
propertyofanyGovemmentalEnmyshall,totheextentpexmmedbylaw,becomethepmpeny :
of VLI free and clear of any claims or interest of any Person previously entitled thereto.

3.7 NoLisbjlity. To the fullest extent permitted by law, none of the VLI Enti-_
ties, KSL or the Exchange Agent shall be liable to any Person in respect of any portion of the
BxchangeFmqummdtobedehveredtoapubhc oﬁcmlpm'suantto any apphableabmdoned
property, escheat or similar law. _

3.8  Investment of the Exchange Fund. The Exchange Agent shall invest any
cash included in the Exchange Fund as directed by VLI on a daily basis; provided that no such
investment or loss thereon shall affect the amounts payable or the timing of the amounts payable
to KSL Shareholders pursuant to the other provisions of this Article IIl. Any interest and other
income resulting from such investments shall promptly be paid to VLI.

3.9  Lost Certificates. If any KSL Certificate (other than any KSL Certificate
representing any Dissenting Shares) shall have been lost, stolen or destroyed, upon the making of
an affidavit of that fact by the Person claiming such certificate to be lost, stolen or destroyed and,
if required by VLI, the posting by such Person of a bond in such reasonable amount as VLI may
dimctasindemnityagainstmyclaimthatmaybemade‘againstitwithmpecttomhee:ﬁﬁcm,
following the KSL Effective Time the Exchange Agent will deliver in exchange for such lost,
stolen or destroyed certificate the consideration and amounts payable with respect to the KSL
Common Shares formerly represented thereby pursuant to this Article III. .

'3.10 Withholding Rights. VLI shall be entitled to deduct and withhold from
the consideration otherwise payable pursuant to this Agreement such amounts as it is required to
deduamdmthholdmmmcpwtwthemnhngofsmhpaymtmdertheCodeandthenﬂu
and regulations promulgated thereunder, or any provision of state, local or foreign Tax law. To
the extent that amounts are so withheld or paid over to or deposited with the relevant Govern-
mental Entity by VLI, such amounts shall be treated for all purposes of this Agreement as having
been paid to the Person in respect of which such deduction and withholding was made by VLI. -
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3.11 Further Assurances. At and after the KSL Effective Time, the officers and
directors of the Surviving LLC shall be authorized to execute and deliver, in the name and on
behalf of the Surviving LLC or KSL, any deeds, bills of sale, assignments or assurances and to
take and do, in the name and on behalf of the Surviving LLC or KSL, any other actions and
things necessary to vest, perfect or confirm of record or otherwise in the Surviving LLC any and
all right, title and interest in, to and under any of the rights, properties or assets acquired or to be
acquired by the Surviving LLC as a result of, or in connection with, the KSL Merger.

312 Stock Transfer Books. Subject to Section 3.1(b), the limited liability
company interest transfer books of KSL shall be closed immediately upon the KSL Effective

Time, and there shall be no further registration of transfers of KSL Common Shares or other
limited liability company interests of KSL thereafter on the records of KSL. On or after the KSL
Effective Time, subject to Section 3.1(a)(ii) any KSL Certificates presented to the Exchange
Agent, VLI or the Surviving LLC for any reason shall be converted into the right to receive the
KSL Consideration with respect to the KSL Common Shares formerly represented thereby.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES

4.1  Representati ar Mm&mleaMm
of the KSL disclosure schedule dehvened to VLI concunently herewith (the “Kaneb Disclosure
M”)compon&ngwmembncumofthm&cum4lmwmmmhdmmeapphu,
or as specifically identified in the Kaneb SEC Documents filed prior to the date hereof, KSL
represents and warrants to VLI as follows:

(a)  Organization.

@ Each of KPP GP and KSL is a limited liability company duly or-
ganized, validly existing and in good standing under the laws of the State of Delaware. Each of
KPP GP and KSL has the requisite power and authority to own or lease all of its properties and
assets and to carry on its business as it is now being conducted, and is duly licensed or qualified
to do business in each jurisdiction in which the nature of the business conducted by it or the
characterorlocationofthepmpertiesandassetsowmdorleasedbyitmakessmh.lioensingor
qualification necessary, except where the failure to have such power or authority or be so li-
censed or qualified would not, either individually or in the aggregate, have a Material Adverse
Effect on the KSL Entities. A true and complete copy of the KSL LLC Agreement and the KPP
GP LLC Agreement, each as in effect as of the date of this Agreement, has previously been made -
available by KSL to VLI

(ii)  Each Subsidiary of KSL (other than KPP GP) (A) is duly organ-
ized and validly existing under the laws of its jurisdiction of organization, (B) is duly qualified to
do business and in good standing in all jurisdictions (whether federal, state, local or foreign)
where its ownership or leasing of property or the conduct of its business requires it to be so
qualified and (C) has all requisite power and authority to own or lease its properties and assets
and to carry on its business as now conducted, except in each case where the failure to have such
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power or authority or to be so organized, in existence, or qualified would not, elthu mdmdually
or in the aggregate, have a Material Adverse Effect on the KSL Entities.

(iii) Section 4.1(a)(iii) of the Kaneb Disclosure Schedule sets forth, as
of the date of this Agreement, a true and complete list of each of the KSL Entities and Kaneb

Partially Owned Entities and each of their respective Subsidiaries, together with (A) the nature of -

the legal organization of such Person, (B) the jurisdiction of organization or formation of such
Person, (C) the name of each KSL Entity or Kaneb Partially Owned Entity that owns beneficially
or of record any equity or similar interest in such Person, and (D) the percentage interest owned
by such KSL Entity or Kaneb Partially Owned Entity in such Person. None of the KSL Entities
msub;ecttoanyobhgatlonmexmsofSl ,000,000 to provide funds to or make any investment
in (in the form of a loan, capital contribution or otherwise) any of its Subsidiaries, Pannlly
Owned Entities or other persons.

(b)  Capitalization. (i) Except as set forth.in Section 4.1(b) of the Kaneb Dis-
closure Schedule, KSL has no limited liability company or other equity interests issued or out-
standing other than, as of the date of this Agreement, 11,692,328 KSL Common Shares (each of
which includes one KSL Right). Each of such KSL Common Shares has been duly authorized
and validly issued in accordance with applicable laws and the KSL LLC Agreement, and are
fully paid and non-assessable. From and after October 31, 2004, no KSL Common Shares have
been issued except pursuant to employee and director stock plans of KSL in effect as of the date
of this Agreement and listed on Section 4.1(b) of the Kaneb Disclosure Schedule (the “KSL
Stock Plans”) or the KSL Deferred Share Unit Arrangements. Except pursuant to the terms of
options or deferred or restricted stock units issued pursuant to the KSL Stock Plans or the KSL -
Deferred Share Unit Arrangements and outstanding as of the date of this Agreement or issued
thereaﬁerasexpstlypermlttedhereby,andpmsuanttotheKSLnghts,KSLdoesnothaveand
is not bound by any outstanding subscriptions, options, warrants, calls, commitments or agree-
ments of any character calling for the purchase or issuance of any KSL Common Shares or any
otherequitysecuritiesofKSLoranysecuritiwofKSLreptuenﬁngtherighttopmchueorodl-
erwise receive any KSL Common Shares or any other equity securities of KSL. KSL has no
Voting Debt issued or outstanding. Section 3.2(d) of the Kaneb Disclosure Schedule 1ists all KSL
Stock Options and KSL Deferred Share Units outstanding as of the date hereof. '

(ii) KPP GP is the sole general partner of KPP. KPP GP is the sole re-
cord and beneficial owner of the general partner interest and incentive distribution rights in KPP,
and such general partner interest and incentive distribution rights have been duly authorized and
validly issued in accordance with applicable laws and the KPP Partnership Agreement. KPP GP
owns such general partner interest and incentive dism’buﬁonﬁghtsﬁeeandclwofanyliens,‘
pledges, charges, encumbrances, restrictions and security interests whatsoever (“Encum-
brances”). KSL is the sole record and beneficial owner of all of the outstanding limited liability
company or other equity interests in KPP GP free and clear of any Encumbrances. KSL owns,
directly or indirectly, all of the issued and outstanding equity securities or other equity ownership
and limited liability company interests (including but not limited to general partnership interests)
of each Subsidiary of KSL, ﬁeeandclearofanyEncumbxmccs,andallofsuchhmxtedhabﬂnty
company interests or equity ownership interests are duly authorized and validly issued in accor-
dance with applicable laws and the applicable partnership agreement, limited liability company
agreement or other similar organizational document and are fully paid, non-assessable and free
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of pre-emptive rights. No Subsidiary of any of the KSL Entities has or is bound by any out-
standing subscriptions, options, warrants, calls, commitments or agreements of any character
calling for the purchase or issuance of any equity securities or any other equity ownership inter-
ests of such Subsidiary or any securities representing the right to purchase or otherwise receive
any equity security of such Subsidiary. No Subsidiary of any of the KSL Entities has any Voting
Debt.

(¢)  Authority; No Violation. Exceptassetfonthectlon4l(c)oftheKa-
neb Disclosure Schedule: :

@ KSL has the requisite power and authority to execute and deliver
this Agreement and to consummate the transactions contemplated hereby, subject to the KSL
Shareholders Approval. The execution and delivery of this Agreement and the consummation of
the transactions contemplated hereby have been duly and validly approved by unanimous vote of
the Board of Directors of KSL, at a duly convened meeting thereof. The Board of Directors of
KSLhasdmctedthatthlsAgreementbe submxttedtoKSLSlmreholdmforapprovalatameet '
ing of KSL Shareholders for the purpose of approving the KSL Merger and this Agreement (in-
cluding any adjournment thereof, the “KSL _Shareholders Meeting”), and, except for the KSL
Shareholders Approval, no other limited liability company or other actions on the part of KSL
are necessary to approve this Agreement and to consummate the transactions <
hereby. This Agreement has been duly and validly executed and delivered by KSL and (assum-
ing due authorization, execution and delivery by the VLI Entities) consmtnesavahdmdbmdmg
obligation of KSL, enforceable against KSL in accordance with its terms.

- (i) Neither the execution and delivery of this Agmement b'y KSL, nor
the consummation by KSL of the transactions contemplated hereby, nor compliance by KSL -
with any of the terms or provisions hereof, will (A) violate any provision of the KSL LLC
Agreement or the organizational documents of its Subsidiaries, or (B) assuming that the consents
and approvals referred to in Section 4.1(d) are duly obtained, (x) violate any statute, code, ordi-
nance, rule, regulation, judgment, order, writ, decree or injunction applicable to KSL, any of its
Subsidiaries or Partially Owned Entities or any of its respective properties or assets or (y) vio-
late, conflict with, result in a breach of any provision of or the loss of any benefit under, consti-
tute a default (or an event which, with notice or lapse of time, or both, would constitute a default)
under, result in the termination of or a right of termination or cancellation under, accelerate the
performance required by, accelerate any right or benefit provided by, or result in the creation of
any Encumbrance upon any of the respective properties or assets of KSL, any of its Subsidiaries
or, to the KSL Entities’ Knowledge, their Partially Owned Entities under, any of the terms, con-
ditions or provisions of any note, bond, mortgage, indenture, deed of trust, license, lease; agree-
ment or other instrument or obligation to which KSL, any of its Subsidiaries or Partially Owned
Entities is a party, or by which they or any of their respective properties or assets may be bound
or affected, except (in the case of clause (B) above) for such violations, conflicts, breaches or -
defaults which either individually or in the aggregate will not have a Material Adverse Effect on
the KSL Entities or the Surviving LLC.

(d)  Consents and Approvals. Except for (i) the filing of ﬁ notiﬁcation and re-

port form under the HSR Act and the termination or expiration of the waiting period under the
HSR Act, (ii) the filing of any other required applications or notices with any state or foreign
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agencies of competent jurisdiction and approval of such applications and notices (the “Other Ap-
provals™), (iii) the filing with the SEC of a proxy statement relating to the matters to be submit-
ted to KSL Shareholders at the KSL Shareholders Meeting and the matters to be submitted to the
VLI Unitholders at the VLI Unitholders Meeting (such joint proxy statement/prospectus, and any
amendments or supplements thereto, the “Joint Proxy Statement/Prospectus™), (iv) the filing of
the Certificate of Merger, (v) any consents, authorizations, approvals, filings or exemptions in
connection with compliance with the rules of the NYSE, (vi) such filings and approvals as are
required to be made or obtained under the securities or “Blue Sky” laws of various states in con-
nection with the issuance of VLI Common Units pursuant to this Agreement (the consents, ap-
provals, filings and registration required under or in relation to the foregoing clauses (ii) through
(vi) being referred to as “Necessary Consents”) and (vii) such other consents, approvals, filings
and registrations the failure of which to obtain or make would not, individually or in the aggre-
gate, reasonably be expected to have a Material Adverse Effect on the KSL Entities or the Sur-
viving LLC, no consents or approvals of or filings or registrations with any supranational, na-
tional, state, municipal, local or foreign government, any instrumentality, subdivision, court, ad-
ministrative agency or commission or other authority thereof, or any quasi-governmental or pri-
vate body exercising any regulatory, taxing, importing or other governmental or quasi-
governmental authority (each, a “Governmenta] Entity™) are necessary in connection with (A)
the execution and delivery by KSL of this' Agreement and (B) the consummation by KSL of the
transactions contemplated by this Agreement. :

©

@) The KSL 2003 10-K and all other reports, registration statements,
definitive proxy statements or information statements filed or to be filed by KSL or any of its
Subsidiaries subsequent to December 31, 2000 (including but not limited to, items incorporated
by reference into such reports, registration statements, definitive proxy statements or information
statements) under the Securities Act or under Sections 13(a), 13(c), 14 and 15(d) of the Ex-
change Act in the form filed, or to be filed (collectively, the “KSL SEC Documents”), with the
SEC, (1) complied or will comply in all material respects as to form with the applicable require-
ments under the Securities Act or the Exchange Act, as the case may be, and (2) as of its filing
date, did not or will not contain any untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements made therein, in light of the
circumstances under which they were made, not misleading; and each of the balance sheets con- -
tained in or incorporated by reference into any such KSL SEC Document (including the related
notes and schedules thereto) fairly presents or will fairly present the financial position of the en-
tity or entities to which it relates as of its date, and each of the statements of operations and
changes in sharcholders’ equity and cash flows or equivalent statements in such KSL SEC
Documents (including any related notes and schedules thereto) fairly presents or will fairly pre-
sent the results of operations, changes in sharcholders’ equity and- changes in cash flows, as the
case may be, of the entity or entities to which it relates for the periods to which it relates, in each
case in accordance with GAAP consistently applied during the periods involved, except, in each
case, as may be noted therein, subject to normal year-end audit adjustments in the case of un-
audited statements. There are no outstanding comments from, or unresolved issues raised by, the
SEC with respect to any of the KSL SEC Documents. No executive officer of any of the KSL
Entities has failed in any respect to make the certification required of him or her under Sections
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302 or 906 of the Sarbanes-Oxley Act of 2002 and no enforcement action has been initiated
against KSL relating to disclosures contained in any KSL SEC Document.

(i)  Prior to the date of this Agreement and in the ordinary course of
businus,KSLhasestabﬁshdapprovalprocedum(which,asineﬂ‘ectasofﬂxedaﬁeofﬂﬁs
Agreement, have previously been disclosed to VLI) with respect to the open position resulting
from KSL and its Subsidiaries’ physical commodity transactions, exchange-traded futures and
options and over-the-counter derivative instruments.

(iii)  Except as set forth in Section 4.1(e)(iii) of the Kaneb Disclosure
Schedule, the records, systems, controls, data and information of KSL and its respective Subsidi-
aries are recorded, stored, maintained and operated under means that are under the exclusive
ownership and direct control of KSL or its Subsidiaries or accountants, except for any non-
exclusive ownership and non-direct control that would not reasonably be expected to have a ma-
terially adverse effect on the system of internal accounting controls described in the following

sentence. KSL and its Subsidiaries have devised and maintain a system of internal accounting - -

controls sufficient to provide reasonable assurances regarding the reliability of financial report-
mgandtbeprepmaﬁonofﬁnmcidaatemmufmeanﬂpmpominmordmmU.S.
GAAP, including that (1) transactions are executed only in accordance with management’s au-
thorization; (2) transactions are recorded as necessary to permit preparation of the financial
statements of KSL and its Subsidiaries and to maintain accountability for the assets of KSL and
itsSubsidiaries;(3)wcmtoswhassetsispe1miﬁedonlyinaeeordmewiﬂnmgaanW'
thorization; (4) the reporting of such assets is compared with existing assets at regular intervals;
and(S)accounts,notwandothamceivablesmdinvenwrymrecordedaocmmly;mdmpu :
mdadeqm&procedmum_implmwwdmeﬂ‘emthewﬂwﬁmthueofmacmmdﬁmely
basis. Each of the KSL Entities (1) has designed disclosure controls and procedures (within the
meaning of Rules 13a-15(¢) and 15d-15(e) of the Exchange Act) to ensure that material informa-
tionreltiﬁngtomchentityanditsSubsidiariwismadeknowntothemanagunentofmhenﬁty
(or its general partner) by others within those entities as appropriate to allow timely decisions
regarding required disclosure and to make the certifications required by the Exchange Act with
respect to the KSL SEC Documents, and (2) has disclosed, based on its most recent evaluation
prior to the date of this Agreement, to its auditors and the audit committee of its Board of Direc-
tors (A) any significant deficiencies in the design or operation of internal controls which could
adversely affect in any material respect its ability to record, process, summarize and report finan-
cial data and have-disclosed to its auditors any material weaknesses in internal controls and (B)
any fraud, whether or not material, that involves management or other employees who have a
significant role in its internal controls. The KSL Entities have made available to VLI a summary
of any such disclosure made by management to KSL’s auditors and audit committee since Janu-
ary 1,2002. KSL has initiated its process of compliance with Section 404 of the Sarbanes-Oxley
Act and expects to be in full compliance therewith by the SEC mandated compliance date. - :

(iv)  Except as set forth in Section 4.1(e)(iv) of the Kaneb Disclosure
Schedule, since July 30, 2002, (x) none of KSL or any of its Subsidiaries nor, to the Knowledge
of KSL, any director, officer, employee, auditor, accountant or representative of either of KSL or
any of its Subsidiaries has received or otherwise had or obtained Knowledge of any material
complaint, allegation, assertion or claim, whether written or oral, regarding the accounting or
auditing practices, procedures, methodologies or methods of KSL or any of its Subsidiaries or
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their respective internal accounting controls, including any material complaint, allegation, asser-
tion or claim that either of KSL or any of its Subsidiaries has engaged in questionable accounting
or auditing practices, and (y) no attorney representing either KSL or any of its Subsidiaries,
whether or not employed thereby, has reported evidence of a material violation of securities
laws, breach of fiduciary duty or similar violation by KSL or any of its officers, directors, em-
ployees or agents, or those of its Subsidiaries, to the Board of Directors of KSL or any commit-
tee thereof or to anydlrectororoﬁicerofKSL

® Absence of Undisclosed L@lhgg Except as set forth in Section 4.1(f)
of the Kaneb Disclosure Schedule or disclosed in the audited financial statements (or notes

thereto) included in the KSL 2003 10-K, neither KSL nor any of its Subsidiaries had at Decem-
ber 31, 2003, or has incurred since that date, any liabilities or obligations (whether absolute, ac-
crued, contingent or otherwise) of any nature, except (a) liabilities, obligations or contingencies
which (i) are accrued or reserved against in the financial statements in the KSL 2003 10-K with
respect to KSL or its Subsidiaries, or in the notes thereto or (ii) were incurred thereafter in the
ordinary course of business and consistent with past practices, and (b) liabilities, obligations or
contingencies which (i) would not reasonably be expected, individually or in the aggregate, to
have a Material Adverse Effect on the KSL Entities or (ii) have been discharged or paid in full
prior to the date hereof.

®)

(i)  Since December 31, 2003, except as set forth in the Kaneb SEC
Documents filed prior to the date hereof, no event or events have occurred that has had or-would
reasonably be expected to have, etthermdxvxduallyormtheagg'egate,aMatmalAdvmeEﬂ'ect-
on the KSL Entities.

(ii) Except as set forth in Section 4.1(g)ii) of the Kaneb Disclosure
Schedule, since December 31, 2003, KSL and its Subsidiaries have carried on their respective
businesses in all material respects in the ordinary course.

(iii) Except as set forth in Section 4.1(g)(iii) of the Kaneb Disclosure
Schedule, since December 31, 2003, or as permitted under Section 5.1(h), neither KSL nor any
of its Subsxdxmeshas(A)exceptforswhactxonspnortothcdateheuofaswuemtheordmary
courseofbusmusconslstentwnthpastpmctweorexoeptasmqmredbyapphcablehw @ in-
creased the wages, salaries, compensation, pension, or other fringe benefits or perquisites pay-
able to any executive officer or director from the amount thereof in effect as of December 31,
2003, or(II)gmntedmysevaanceortammauonpay,enteredmtoanyoonmtomakeorgmnt
any severance or termination pay, or paid any bonuses, to any executive officer or director or (B)
suffered any strike, work stoppage, slowdown, or other labor disturbance which would be rea-
sonably be expected to have (in the case of this clause (B) only), either individually or in the ag-
gregate, a Material Adverse Effect on the KSL Entities.

(iv)  Since December 31, 2003 and prior to the date hereof, KSL has not
declared or made any distributions with respect to KSL Common Shares other than its teguhr
quarterly distributions as follows:
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Quarter Amount Per KSL Common Share

Fourth (2003) $ 0.475
First (2004) . $0475
Second (2004) $ 0.495
Third (2004) $ 0.495

(h)  Legal Proceedings. Except as disclosed in the Kaneb SEC Documents
filed prior to the date hereof or in Section 4.1(h) of the Kaneb Disclosure Schedule, there is no
suit, action or proceeding or investigation pending or, to the Knowledge of KSL, threatened,
against or affecting KSL or any of its Subsidiaries that would, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on the KSL Entities, nor is there any
judgment, decree, injunction, rule or order of any Governmental Entity or arbitrator outstanding -
against any of the KSL Entities or any of its Subsidiaries having, or which would reasonably be
expected to have, individually or in the aggregate, any such effect. '

@) Compliance with Applicable Law. KSL and each of its Subsidiaries hold
all licenses, franchises, permits and authorizations necessary for the lawful conduct of their re-
spective businesses under and pursuant to each, and have complied in all respects with and are
not in default under any, applicable law, statute, order, rule or regulation of any Governmental
Entity relating to KSL or any of its Subsidiaries, except where the failure to hold such license,
franchise, permit or authorization or such noncompliance or default would not, either individu- -
ally or in the aggregate, reasonably be expected to have a Material Adverse Effect on the KSL
Entities.

()  Contracts. Except as set-forth in Section 4.1(j) of the Kaneb Disclosure
Schedule or filed as exhibits to the Kaneb SEC Documents filed prior to the date hereof:

: @) NeithuKSLnoranyofitsSubsidiuiuisaputytoorbomdby
any contract, arrangement, commitment or understanding (whether written or oral) (1), which,
upon the consummation or KSL Sharcholders Approval of the transactions contemplated by this
Agreement, will (cither alone or upon the occurrence of any additional acts or events) result in
any payment (whether of severance pay or otherwise) becoming due from KSL, VLI, the Surviv-
ing LLC, or any of their respective Subsidiaries to any director, officer or employee thereof, (2)
which is a “material contract” (as such term is defined in Item 601(b)(10) of Regulation S-K), or
which, if entered into, amended, terminated or otherwise created or modified on or after the date
ofthisAgreement,wouldbemquiredtobedisclosedonaCmrentchortonForms-Kﬁledwida
theSEC,tobepexformedaﬁerthedateofthisAgreanentthathasnOtbeenﬁledorincoxpormd
by reference in the Kaneb SEC Documents filed prior to the date of this Agreement, (3) which
materially restricts the conduct of any line of business by KSL or upon consummation of the
KSL Merger will materially restrict the ability of KSL, VLI or the Surviving LLC to engage in
any line of business, (4) relating to any outstanding commitment for any capital expenditure in
excess of $10,000,000, (5) with any labor union or organization, (6) except (a) as reflected in the
financial statements included in the Kaneb SEC Documents filed prior to the date hereof, (b) as
reflected in the September 30, 2004 financial statements of KSL delivered prior to the date
hereof to VLI or (c) from the date hereof to the extent permitted under Section $.1(g), indentures,
mortgages, liens, promissory notes, loan agreements, guarantees or other arrangements relating
to the borrowing of money by KSL or any of its Subsidiaries, (7) containing provisions triggered
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by change of control of KSL or any of its Subsidiaries or (8) in favor of directors or officers re-
lating to employment or compensation or providing rights to indemnification, or (9) between any
of the KSL Entities and any of their respective Affiliates on the one hand and Xanser Corpora-
tion or any of its Affiliates on the other. Each contract, arrangement, commitment or understand-
ing of the type described in this Section 4.1(j), whether or not set forth in the Kaneb Disclosure
Schedule or in such Kaneb SEC Documents, is referred to herein as a “Kaneb Contract”. True
and complete copies of all such Kaneb Contracts have been made available by the Kaneb Entities
to VLI '

(i)  (A) Each Kaneb Contract is valid and binding on KSL and any of
its Subsidiaries that is a party thereto, as applicable, and in full force and effect, (B) KSL and
each of its Subsidiaries has performed all obligations required to be performed by it to date under
each Kaneb Contract, except where such noncompliance, either individually or in the aggregate,
would not reasonably be expected to have a Material Adverse Effect on the KSL Entities, and
(C) neither KSL nor any of its Subsidiaries knows of, or has received notice of, the existence of
any event or condition which constitutes, or, after notice or lapse of time or both, will constitute,
a default on the part of KSL or any of its Subsidiaries under any such Kaneb Contract, exoept
where such default, either individually or in the aggregate, would not reasonably be expected to-
have a Material Adverse Effect on the KSL Entities. - S

(k) Insurance.

@) Section 4.1(k) of the Kaneb Disclosure Schedule sets forth a true
and complete list of all policies of property, casualty and liability insurance, including crime in-
surance, liability and casualty insurance, property insurance, business interruption insurance,
workers’ compensation, excess or umbrella liability insurance and any other type of property and
casualty insurance insuring the properties, assets, employees and/or operations of KSL or its
Subsidiaries (collectively, the “Policies”). Upon request, KSL will make available to VLI cer-
tificates of insurance and insurance summaries from the insurance broker evidencing the exis-
tence of the Policies. Except as set forth on Section 4.1(k) of the Kaneb Disclosure Schedule, all
such policies are in full force and effect. All premiums payable under such Policies have been
peid in a timely manner and KSL, and its Subsidiaries have complied in all material respects
with the terms and conditions of all such Policies. ‘

(ii)  Except as set forth in Section 4.1(k)(ii) of the Kaneb Disclosure
Schedule, neither KSL nor any of its Subsidiaries is in default under any provisions of the Poli-
cies, and there is no claim by KSL or any Subsidiary of KSL or any other Person pending under
any of the Policies as to which coverage has been questioned, denied or disputed by the under-
writers or issuers of such Policies. Neither KSL nor any of its Subsidiaries has received written
notice from an insurance carrier issuing any Policies that alteration of any equipment or any im-
provements located on real property, purchase of additional equipment, or modification of any of
the methods of doing business of KSL or its Subsidiaries, will be required or suggested after the
date of this Agreement, except for any such alterations or modifications as, either individually or
in the aggregate, would not reasonably be expected to have a Material Adverse Effect on the
KSL Entities.

()  Environmental Liability.
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@ Except as set forth in Section 4.1(1) of the Kaneb Disclosure
Schedule, and except as would not have a Material Adverse Effect on the KSL Entities: (a) KSL
and its Subsidiaries, and to the Knowledge of KSL, the Kaneb Partially Owned Entities, and their
respective businesses, operations, properties and Assets are in compliance with all Eaviron-
mental Laws and all permits, registrations, licenses, approvals, exemptions, variances, and other
authorizations required under Environmental Laws (“Environmental Permits”™); (b) KSL, its Sub-
sidiaries, and to the Knowledge of KSL, the Kaneb Partially Owned Entities, have obtained or
filed for all Environmental Permits for its respective businesses, operations, properties and As-
sets as they currently exist and all such Environmental Permits are currently in full force and ef-
fect; (c) KSL, its Subsidiaries, and to the Knowledge of KSL, the Kaneb Partially Owned Enti-
ties, and their respective businesses, operations, properties and Assets are not subject to any
pending or, to the Knowledge of the KSL, threatened claims, actions, suits, writs, injunctions,
decrees, orders, judgments, investigations, inquiries or proceedings relating to their compliance
with Environmental Laws; (d) (i) there has been no Release of Hazardous Substances on, under
or from the current or former property owned, leased or operated by KSL, its Subsidiaries or to
the Knowledge of KSL the Kaneb Partially Owned Entities, that was required to be reported un-
der applicable Environmental Laws but was not so reported, and (ii) KSL has provided the VLI
Entities with copies of all reports and related documentation regarding any Release of Hazardous
Substances on, under or from the current or former property owned, leased or operated by KSL,
its respective Subsidiaries or the Kaneb Partially Owned Entities; (¢) none of KSL, its Subsidiar-
ies, and to the Knowledge of KSL, the Kaneb Partially Owned Entities have received any written
notice asserting an alleged liability or obligation under any Environmental Laws involving KSL,
its Subsidiaries or the Kaneb Partially Owned Entities with respect to the actual or alleged Haz-
ardous Substance contamination of any property offsite of the properties of KSL; (f) to the
Knowledge of KSL or its Subsidiaries, there are not any existing, pending or threatened actions,
suits, claims, investigations, inquiries or proceedings by or before any court or any other Gov-
ernmental Entity directed against KSL, its Subsidiaries or the Kaneb Partially Owned Entities
that pertain or relate to personal injury or property damage claims relating to a Release of Haz-
ardous Substances; (g) there have been no ruptures in the Pipeline Systems resulting in personal
injury, loss of life, or material property damage; (h) to the Knowledge of KSL, there are no de-
fects, corrosion or other damage to any of the Pipeline Systems that could reasonably be ex-
pectedtocreateariskofpipelineintegrityfailme;and(i)'KSLhasmadeavailablewVLIoom-
plete and correct information regarding compliance matters relating to Environmental Laws in
the possession of KSL or its Subsidiaries and relating to their respective businesses, operations,

properties or Assets.

(ii)  The following terms shall have the following meanings:

(1)  “Environmental Laws” means any and all applicable laws, statutes,
regulations, rules, orders, ordinances, and legally enforceable directives of and
agreements between a person that is subject to the applicable representation and
any Governmental Entity and rules of common law pertaining to protection of
human health (to the extent arising from exposure to Hazardous Substances) or
the environment (including any generation, use, storage, treatment, or Release of
Hazardous Substances into the environment) including the Comprehensive Envi-
ronmental Response, Compensation, and Liability Act, 42 U.S.C. Section 9601 et
seq., the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901 et
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seq., the Clean Air Act, 42 U.S.C. Section 7401 ef seq., the Federal Water Pollu-
tion Control Act, 33 U.S.C. Section 1251 et seg., the Oil Pollution Act of 1990, 33
U.S.C. Section 2701 e seq., the Toxic Substances Control Act, 15 U.S.C. Section
2601 et seq., the Safe Drinking Water Act, 42 U.S.C. Section 300f et seg., the Oc-
cupational Safety and Health Act, 29 U.S.C. Section 651 ef seq., the Atomic En-
ergy Act, 42 U.S.C. Section 2014 et seq., the Federal Insecticide, Fungicide, and
Rodenticide Act, 7 U.S.C. Section 136 ef seq., and the Federal Hazardous Materi-
als Transportation Law, 49 U.S.C. Section 5101 ef seg., as each has been
amended from time to time, and all other environmental conservation and protec-
tion laws. '

(2)  “Hazardous Substances” means any (a) chemical, product, sub-
stance, waste, material, pollutant, or contaminant that is defined or listed as haz-
ardous or toxic or that is otherwise regulated under any Environmental Law; (b)
asbestos containing materials, whether in a friable or non-friable condition, poly-
chlorinated biphenyls, naturally occurring radioactive materials or radon; and (c)
any oil or gas exploration or production waste or any petroleum, petroleum hy-
drocarbons, petroleum products, crude oil and any components, fractions, or de-
rivatives thereof. . : : ;

.0 “Eélﬂ.&” means any depositing, spilling, leaking, pumping, pour-
. ing, emitting, discarding, emptying, discharging, injecting, escaping, leaching,
dmnping‘,‘prdisposingintotheenvimnment. : : : S

(m) Employee Benefit Plans: Labor Matters. .

@)  Section 4.1(m)(i) of the Kaneb Disclosure Schedule includes a
complete list of all Kaneb Benefit Plans.

, (i)  With respect to each Kaneb Plan, KSL has delivered or made
available to VLI, as applicable, a true, correct and complete copy of: (A) each Kaneb Plan
document or a summary of any unwritten Kaneb Plan, trust agreement and insurance contract or
other funding vehicle; (B) the most recent Annual Report (Form 5500 Series) and accompenying
schedule; (C) the current summary plan description and any material modifications thereto (in
each case, whether or not required to be furnished under ERISA); (D) the most recent annual fi-
nancial report; (E) the most recent actuarial report; and (F) the most recent determination letter
from the Internal Revenue Service. Except as specifically provided in the foregoing documents
delivered or made available to VLI, or except as provided in Section 4.1(m)ii) of the Kaneb
Disclosure Schedule, there are no amendments to any Kaneb Plan that have been adopted or ap-
proved nor has KSL or any of its Subsidiaries undertaken to make any such amendments or to
adopt or approve any new Kaneb Plan. :

(iii)  Section 4.1(mXiii) of the Kaneb Disclosure Schedule identifies
each Kaneb Plan that is intended to be a “qualified plan” within the meaning of Section 401(a) of
the Code (“Kaneb Oualified Plans”). The Internal Revenue Service has issued a favorable de-
termination letter with respect to each Kaneb Qualified Plan and the related trust, and such de-

termination letter has not been revoked. No circumstances exist and no cvents have occurred
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that could adversely affect the qualified status of any Kaneb Qualified Plan or the related trust,
which could not be corrected under the Internal Revenue Service’s Employee Plans Compliance
Resolution System (Revenue Procedure 2003-44) without material liability. No Kaneb Plan is
intended to meet the requirements of Code Section 501(c)9).

(@iv)  All contributions required to be made to any Kaneb Plan by appli-
cable law or regulation or by any plan document or other contractual undertaking, and all premi-
ums due or payable with respect to insurance policies funding any Kaneb Plan, for any period
throughthedateofthisAgreementhavebeentimelymsdeor,totheextentnotrequimdtobe
made or paid on or before the date of this Agreement, have been fully reflected on the financial
statements. Each Kaneb Benefit Plan that is an employee welfare benefit plan under Section 3(1)
of ERISA is either (A) funded through an insurance company contract and is not a “welfare
benefit fund” with the meaning of Section 419 of the Code or (B) unfunded. -

(v)  With respect to each Kaneb Plan that is subject to Title IV or Sec-
tion 302 of ERISA or Section 412 or 4971 of the Code: (A) there does not exist any accumulated
funding deficiency within the meaning of Section 412 of the Code or Section 302 of ERISA,
whethier or not waived; (B) the fair market value of the assets of such Kaneb Plan equals or ex-
ceedstheactuarialpmentvalueofanaccrwdbeneﬁtsmxdersuchKanebPlan(wbeﬂmornot
vested) on an accumulated benefits obligation basis based on the most recent actuarial report for
each such plan; (C) no reportable event within the meaning of Section 4043(c) of ERISA for
which the 30-day notice requirement has not been waived has occurred, and the consummation
oftheu'ansacﬁonsoontemplatedbythisAgreementwillnotresultintbeocclmeneeofmymch
reportable event; (D) all premiums to the Pension Benefit Guaranty Corporation (the “PBGC™)
have been timely paid in full; (E) no liability (other than for premiums to the PBGC) under Title
IV of ERISA has been or is expected to be incurred by KSL or any of its Subsidiaries; and (F)
the PBGC has not instituted proceedings to terminate any such Kaneb Plan and, to the Kriowi-
edge of KSL, no condition exists that presents a risk that such proceedings will be instituted or
which would constitute grounds under Section 4042 of ERISA for the termination of, or the ap-
pointment of a trustée to administer, any such Kaneb Plan. :

(vi)  (A) No Kaneb Benefit Plan is a Multiemployer Plan or a plan that
has two or more contributing sponsors at least two of whom are not under common control,
within the meaning of Section 4063 of ERISA; and (B) neither KSL, any of its Subsidiaries nor
any ERISA Affiliates has incurred any Withdrawal Liability that has not been satisfied in full or
reasonably expects to incur any such liability. With respect to each Kaneb Benefit Plan that is a
Multiemployer Plan, neither KSL, any of its Subsidiaries, nor any of its ERISA Affiliates has
received any notification, nor has any reason to believe, that any such Multiemployer Plan is in
reorganization, has been terminated, is insolvent, or may reasonably be expected to be in reor-
ganization, to be insolvent, or to be terminated. S '

(vi)) (A) Each of the Kaneb Plans has been operated and administered
in all material respects in accordance with applicable law and administrative rules and regula-
tions of any Governmental Entity, including, but not limited to, ERISA and the Code, and
(B) there are no pending or, to the Knowledge of KSL, threatened claims (other than claims for
benefits in the ordinary coursc), lawsuits or arbitrations which have been ‘asserted or instituted
against the Kaneb Plans, any fiduciaries thereof with respect to their duties to the Kaneb Plans or
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the assets of any of the trusts under any of the Kaneb Plans which could reasonably be expected
to result in any material liability of KSL or any of its Subsidiaries to the PBGC, the U.S. De-
partment of the Treasury, the U.S. Department of Labor, any Kaneb Plan, any participent in a
Kaneb Plan, or any other party. o

(viii) Except as set forth in Section 4.1(m)(viii) of the Kaneb Disclosure
Schedule, KSL and its Subsidiaries have no liability for life, health, medical or other welfare
benefits to former employees or beneficiaries or dependents thereof, except for health continua-
tion coverage that is required by Section 4980B of the Code or Part 6 of Title I of ERISA or that
is provided at no expense to KSL and its Subsidiaries. KSL and its Subsidiaries have reserved
the right to amend, terminate or modify at any time all plans or arrangements providing for re-
tiree health or life insurance coverage. : R -

(ix)  Section 4.1(m)(ix) of the Kaneb Disclosure Schedule sets forth (A)
an accurate and complete list of each Kaneb Plan under which the execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby could (either alone or
in conjunction with any other event), result in, cause the accelerated vesting, funding or delivery
of, or increase the amount or value of, any payment or benefit (including the forgiveness of in- -
debtedness) to.any employee, officer or director of KSL or any of its Subsidiaries, or could limit
the right of KSL or any of its Subsidiaries to amend, merge, terminate or receive a reversion of - -
assets from any Kaneb Plan or related trust or any material employment agreement or related
trust, and (B) a reasonable good faith estimate of the maximum amount of the payments or value
of benefits that could become payable to officers and senior management of KSL or. any of its -
Subsidiaries if their employment were terminated at the KSL Effective Time. No amounts or
benefits payable by KSL or any of its Subsidiaries will be “parachute payments” within the
meaning of Section 280G of the Code. ' - ‘ o

(x)  Except as would not reasonably be expected, individually or in the
aggregate, to have a Material Adverse Effect on the KSL Entities, all Kaneb Benefit Plans sub-
ject to the laws of any jurisdiction outside of the United States (A) have been maintained in ac-
cordance with all applicable requirements; (B) if they are intended to qualify for special tax
treatment meet all requirements for such treatment; and (C) if they are intended to be funded-
and/or book-reserved are fully funded and/or book reserved, as appropriate, based upon reason-
able actuarial assumptions.

(xi) There does not now exist, nor do any circumstances exist that .
could result in, any liability (A) under Title IV of ERISA, (B) under section 302 of ERISA, (C)
under sections 412 and 4971 of the Code, (D) as a result of a failure to comply with the continua-
tion coverage requirements of section 601 et seq. of ERISA and section 4980B of the Code, and
(E) under corresponding or similar provisions of foreign laws or regulations, other than such li-
abilities that arise solely out of, or relate solely to, the Kaneb Benefit Plans, that would be a li-
ability of KSL or any of its Subsidiaries following the KSL Effective Time. Without limiting the
generality of the foregoing, neither KSL nor any of its Subsidiaries, nor any of its ERISA Affili-
ates, has engaged in any transaction described in Section 4069, 4204 or 4212 of ERISA. With
respect to each Kaneb Plan, there is not now, nor do any circumstances exist that could give rise
to, any requirement for the posting of security with respect to a Kaneb Plan or the imposition of -
any lien on the assets of KSL or any of its Subsidiaries urider ERISA or the Code. -
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(xii) Neither KSL nor any of its Subsidiaries has any potential liability,
contingent or otherwise, under the Coal Industry Retiree Health Benefits Act of 1992. None of
KSL, any of its Subsidiaries or any entity that was ever an ERISA Affiliate of KSL or a Subsidi-
ary of KSL was, on July 20, 1992, required to be treated as a single employer under Section 414
of the Code together with an entity that was ever a party to any collective bargaining agreement
or any other agreement with the United Mine Workers of America.

(n)  Property of the KSL Entities. Except for Permitted Encumbrances, fail-
ures that could not reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect on the KSL Entities or as set forth in Section 4.1(n) of the Kaneb Disclosure
Schedule, KSL or its Subsidiaries have defensible fee or leasehold title to use their other Assets,
free and clear of all Encumbrances. The KSL Entities do not own any real property.

(o) Intellectual Property. Except as would not reasonably be expected to have
a Material Adverse Effect on the KSL Entities, (i) the KSL Entities and their Subsidiaries own,
or are licensed to use, all Intellectual Property used in and necessary for the conduct of their
business as it is currently conducted, (ii) to the Knowledge of KSL, the use of Intellectual Prop-
erty by KSL and its Subsidiaries does not infringe on or otherwise violate the rights of any third
party, and, to the extent such Intellectual Property is licensed, its use is in accordance in all mate-
rial respects with the applicable license pursuant to which KSL acquired the right to use such In-
tellectual Property, (iii) to the Knowledge of KSL, no third party is challenging, infringing on or
otherwise violating any right of any of KSL in the Intellectual Property, (iv) neither KSL nor any
of its Subsidiaries has received any written notice of any pending claim, order or proceeding with
respect to any Intellectual Property used in and necessary for the conduct of KSL’s and its Sub-
sidiaries’ businesses, as they are presently conducted, and (v) to the Knowledge of KSL, no In-
tellectual Property is being used or enforced by KSL or any of its Subsidiaries in a manner that
would reasonably be expected to result in the abandonment, cancellation or unenforceability of
any Intellectual Property used in and necessary for the conduct of KSL’s and its Subsidiaries’
businesses, as they are presently conducted. :

(p)  State Takeover Laws; Rights Plan.

) The Board of Directors of KSL has approved this Agreement and
the transactions contemplated by this Agreement as required under Section 18-209 of the LLC
Act and any other applicable state takeover laws and any applicable provision of the KSL LLC
Agreement so that any such state takeover laws and such provisions will not apply to this
Agreement or any of the transactions contemplated hereby. -

(i)  KSL has taken all action, if any, necessary or appropriate so that
the execution of this Agreement does not result in the ability of any person to exercise any KSL
Rights under the KSL Rights Agreement or enable or require the KSL Rights to separate from
the KSL. Common Shares to which they are attached or to be triggered or become exercisable.
No “Distribution Date” or “Share Acquisition Date” (as such terms are defined in the KSL
Rights Agreement) has occurred.

(@  Opinion of Financial Advisor. KSL has received the opinion of Raymond
James & Associates Inc., dated the date of this Agreement, to the effect that the KSL Considera-
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tion to be received by KSL Shareholders in the KSL Merger is fair to such KSL Shareholders
(excluding VLI or any Affiliate or associate thereof, any Kaneb Entity or any Affiliate or associ-
ate thereof, or any director or executive officer of any Kaneb Entity) from a financial point of
view. : : -

KSL, atameeungdulycalledandheld,hasbyunammousvoteoftbosedlrectorspresent,(1)de-
termined that this Agreement and the transactions contemplated hereby are advisable, fair to and
in the best interests of the KSL Sharcholders, (ii) approved and adopted this Agreement and (iii)
recommendedthattheKSLMergerandthlsAgteementbeapprovedandadoptedbytheKSL
Shareholders.

(s)  Broker’s Fees. Neither KSL nor any of its Subsidiaries nor any of their
respective officers or directors has employed any broker or finder or incurred any liability for
any broker’s fees, commissions or finder’s fees in connection with the transactions contemplated
by this Agreement.

® Taxes. Except in each case for any exceptions that are immaterial indi-
vidually and in the aggregate or as set forth in Section 4.1(t) of the Kaneb Disclosure Schedule:
(i) all Tax Returns that were required to be filed by or with respect to KSL or any of its Subsidi-
aries have been duly and timely filed, (ii) all items of income, gain, loss, deduction and credit or
other items required to be included in each such Tax Return, have been so included, (jif) all
Taxes owed by KSL or any of its Subsidiaries that are or have become due have been timely paid
in full or an adequate reserve for the payment of such Taxes has been established, (iv) all. Tax
withholding and deposit requirements imposed on or with respect to KSL or any of its Subsidiar- . -
ies have been satisfied in full in all respects, (v) there are no Encumbrances on any of the assets
of KSL or any of its Subsidiaries that arose in connection with any failure (or alleged failure) to
pay any Tax, (vi) there is no written claim against KSL or any of its Subsidiaries for any Taxes,
and no assessment, deficiency or adjustment has been asserted, proposed, or threatened in writ-
ing with respect to any Tax Return of or with respect to KSL or any of its Subsidiaries, (vii) there
is not in force any extension of time with respect to the due date for the filing of any Tax Return
of or with respect to KSL or any of its Subsidiaries or any waiver or agreement for any extension
of time for the assessment or payment of any Tax of or with respect to KSL or any of its Subsidi-
aries, (viii) neither KSL nor any of its Subsidiaries will be required to include any amount in in-
come for any taxable period as a result of a change in accounting method for any taxable period
ending on or before the Closing Date or pursuant to any agreement with any Tax authority with
respect to any such taxable period, (ix) except as set forth in Section 4.1(t)ix) of the Kaneb Dis-
closure Schedule, neither KSL nor any of its Subsidiaries is a party to a Tax allocation or sharing
agreement, and no payments are due or will become due by KSL or any of its Subsidiaries pur-
suant to any such agreement or arrangement or any Tax indemnification agreement, (x) neither
KSLnoranyofltsSubsxdxmeshasbeenamemberofanamhatedgroupﬁlmgaoomohdmd
federal income Tax Return or has any liability for the Taxes of any Person (other than KSL or
any of its Subsidiaries) under Treasury Regulation Section 1.1502-6 (or any similar provision of -
state, local, or foreign law), as a transferee or successor, by contract, or otherwise, (xi) KSL is a
“publicly traded partnership” for United States federal income tax purposes, and (xii) at least
90% of the gross income of KSL for each taxable year since its formation has been from sources
that will be treated as “qualifying income” within the meaning of section 7704(d) of the Code.
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(u) : i » .Exeeptassetforth
on Section 4.1(u) of the Kaneb stclosure Schedule, nelthcr KSL nor any of its Subsidiaries is a
party to any collective bargaining or other labor union contract applicable to persons employed
by KSL or its Subsidiaries, and no collective bargaining agreement or other labor union contract
is being negotiated by KSL or its Subsidiaries. No labor organization or group of employees of
KSL or its Subsidiaries has made a pending demand for recognition or certification, and there are
no representation or certification proceedings or petitions seeking a representation proceeding
presently pending or, to the Knowledge of KSL, threatened to be brought or filed, with the Na-
tional Labor Relations Board or any other labor relations tribunal or authority. Except as would
not reasonably be expected to have a Material Adverse Effect on the KSL Entities, (i) there is no
labor dispute, strike, slowdown or work stoppage against KSL or any of its Subsidiaries pending
or, to the Knowledge of KSL, threatened against KSL or any of its Subsidiaries and (ji) no unfair
labor practice or labor charge or complaint has occurred with mspect to KSL or its Subsidiaries.

(v) mmmmm&mm None of the KSL Entities
nor any of its Subsidiaries is (i) an “investment company”, as defined in, or subject to regulation

under, the Investment Company Act of 1940, as amended, or (ii) (1) a “public-utility company”
or a “holding company” or (2) a “subsidiary company” or an “affiliate” of a “public-utility com-
pany” or a “holding company,” as such terms are defined in the Public Utility Holding Company
Act of 1935, as amended. Except as set forth in Section 4.1(v) of the Kaneb Disclosure Sched-
ule, none of the KSL Entities or their Affiliates, all or part of whose rates or services are regu-
lated by a Governmental Entity, is a party to any proceeding before a Governmental Entity that
could reasonably be expected to result in orders having a Material Adverse Effect with respect to
the KSL Entities, nor to the Knowledge of the KSL Entities has notice of such a proceeding been
given or has any Governmental Entity indicated to any of the KSL Entities its intention to hold

such a proceeding.

42  Repre i J. Except as disclosed in a section
of the VLI disclosure schedule dchvered to KSL concmmtly herewith (the “VLI Disclosure
Schedule™) corresponding to the subsection of this Section 4.2 to which such disclosure applies
or as specifically identified in the VLI SEC Documents filed prior to the date hereof, VLI hereby
represents and warrants to KSL as follows:

(@)  Organization.

(i)  Each of VLI, VLI GP and Parent GP is a limited partnership duly
organized, validly existing and in good standing under the laws of the State of Delaware.

(ii) Each Subsidiary of VLI is duly organized, validly existing under
the laws of the State of Delaware and in good standing under the laws of the State of Delaware. .

(iii) VLI GP is the sole general partner of VLI. VLI GP is the sole re-
cord and beneficial owner of the general partner interest in VLI, and such general partner interest
has been duly authorized and validly issued in accordance with applicable laws and the VLI
Partnership Agreement. VLI GP owns such general partner interest free and clear of any En-
cumbrances. VLI GP is the sole record and beneficial owner of all of the VLI Incentive Distri-
bution Rights and owns such rights free and clear of all Encumbrances.
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(iv)  Parent GP is the sole general partner of VLI GP. Parent GP is the
sole record and beneficial owner of the general partner interest in VLI GP, and such general
partner interest has been duly authorized and validly issued in accordance with applicable laws
and the VLI GP partnership agreement. Parent GP owns such general partner interest free and
clear of any Encumbrances.

(®  Authority; No Violation.

0] Each of the VLI Entities has full power and authority to execute
and deliver this Agreement and to consummate the transactions contemplated hereby, subject to
VLI Unitholders Approval. The execution and delivery of this Agreement and the consumma-
tion of the transactions contemplated hereby have been duly and validly approved by VLI Sub A
and VLI, as its sole member, and by VLI GP. Parent GP, on behalf of VL] GP, has directed that
the KPP Merger Agreement be submitted to VLI Unitholders for approval at a meeting of VLI
UmtholdexsforthepurposeofappmvmgthexssuanceofVLICommonUmtsmdnKPPMm
(the “VLI Unitholders Meeting™), and except for the approval of the issuance of VLI Common
Units in the KPP Merger by both the holders of a majority of the outstanding VLI Common
Units and the holders of a majority of the outstanding VLI Subordinated Units, each voting as a
separate class, at a meeting of VLI's unitholders at' which a quorum is present (the “VLI Uni-
Mﬂ,nooﬂmpmcwdmgsmﬂnpﬁofmy%l&&ymmmme
mstgemcmmmeKPPMmAmmmcmmmmdnmmomwmﬂm
hereby. This Agreement has been duly and validly executed and delivered by the VLI Entities
md(asmmgdmwthonnhomexwuumanddehverybyKSL)wanavahdandMng '
obhganonofﬂerLIEntxtm,enforeeableagamsttheVLIEnutmmaceordmewmmsterms.

(i1) Neither the execution and delivery of this Agreement by VLI, nor
the consummation by VLI of the transactions contemplated hereby, nor compliance by VLI with
any of the terms or provisions hereof, will (A) violate any provision of the VLI Partnership -
AgreementortheorgamMOM documents or its Subsidiaries, (B) assuming that the consents
and approvals referred to in Section 4.2(c) are duly obtained, (x) violate any statute, code, ordi-
nance, rule, regulation, judgment, order, writ, decree or injunction applicable to VLI, any of its
Subsidiaries or Partially Owned Entities or any of their respective properties or assets or (y) vio-
late, conflict with, result in a breach of any provision of or the loss of any benefit under, consti-
tute a default (or an event which, with notice or lapse of time, or both, would constitute a default)
under, xesultintheterminaﬁonoforarightoftemﬁmﬁonorcanoellaﬁonunder,acoelmdn
performance required by, accelerate any right or benefit provided by, or result in the creation of
any Encumbrance upon any of the properties or assets of VLI, any of its Subsidiaries or, to the
VLI Entities’ Knowledge, the Partially Owned Entities under any of the terms, conditions or
provisions of any note, bond, mortgage, indenture, deed of trust, license, lease, agreement or
other instrument or obligation to which VLI, any of its Subsidiaries or Partially Owned Entities
is a party, orbywhlchtbeyoranyofthexrpropanaorassetsmybeboundoraﬁ'ected,except
(in the case of clause (y) above) for such violations, conflicts, breaches or defaults which, either
mdxvnduallyormtheaggmgate mﬂmthaveaMatmalAdverseEﬁ'ectonVLl

(c)  Consents and Approvals. Except for (i) the filing of a notification and re-

port form under the HSR Act and the termination or expiration of the waiting period under the
HSR Act, (ii) the Other Approvals, (iii) the filing of the Certificate of Merger, (iv) any consents,
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authorizations, approvals, filings or exemptions in connection with compliance with the rules of

.the NYSE, (v) such other consents, approvals, filings and registrations the failure of which to
obtain or make would not, individually or in the aggregate, reasonably be expected to have a Ma-
terial Adverse Effect on VLI, no consents or approvals of or filings or registrations with any
Governmental Entity are necessary in connection with (A) the execution and delivery by the VLI
Entities of this Agreement and (B) the consummation by the VLI Entities of the transactions con-
templated by this Agreement.

(@  Opinion of Financial Advisor. . VLI has received the opinion of Credit
Suisse First Boston LLC, dated the date of this Agreement, to the effect that, as of the date of this
Agreement, the aggregate consideration to be paid by VLI in the KPP Merger and the KSL
Merger is fair to VLI from a financial point of view. ' :

(¢)  General Partner Approval. VLI GP has (i) determined that this Agreement
and the transactions contemplated hereby are advisable, fair to and in the best.interests of the
unitholders of VLI, (ii) approved and adopted this Agreement, and (iii) recommended the ap-
proval of the issuance of the VLI Common Units by the VLI Unitholders as contemplated by the
KPP Merger Agreement. '

® Broker’s Fees. Neither VLI nor any of its Subsidiaries nor any of its re-
spective officers or directors has employed any broker or finder or incurred any lisbility for any
broker’s fees, commissions or finder’s fees in connection with the transactions contemplated by
this Agreement, excluding fees to be paid to Credit Suisse First Boston LLC and Citigroup
Global Markets Inc. - .

(8) Financing. VLI, taken together with its Subsidiaries, will have available
on the Closing Date sufficient funds to enable it to consummate the transactions contemplated by
this Agreement.. - :

ARTICLEV

COVENANTS RELATING TO CONDUCT OF BUSINESS

5.1  Covenants of KSL. During the period from the date of this Agreement
and continuing until the KSL Effective Time, KSL agrees as to itself and its Subsidiaries that
without the written consent of VLI, which consent shall not be unreasonably withheld or delayed
(except as expressly contemplated or permitted by this Agreement or a correspondingly num-
bered subsection of the Kaneb Disclosure Schedule): _

(@  Ordinary Course.

@) KSL and its Subsidiaries shall carry on their respective businesses
mmeordmmymumemnsiswm“dmpastmwﬁmmanmmiﬂmpem,insuhsmnﬁauythe
same manner as heretofore conducted, and shall use their reasonable best efforts consistent with
the other provisions of this Agreement to keep available the services of their respective present
officers and key employees, preserve intact their present lines of business, maintain their rights
and franchises and preserve their relationships with customers, suppliers and others having busi-
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ness dealings with them to the end that their ongoing businesses shall not be impaired in any ma-
terial respect at the KSL Effective Time.

(i) KSL shall not, and shall not permit any of its Subsidiaries to, (A)
enter into any new material hneofbusmcssor(B)mcworcommxttoanycapltalexpmdmnuOt
any obligations or liabilities in connection therewith, other than capital expenditures and obliga-
tions or liabilities in connection therewith (IT) not exceeding $1 million individually, or $3 million
in the aggregate, or (II) contemplated by the 2004 or 2005 capital budget approved by the board
of directors of KSL and set forth on Section S.I(a)(ii) of the Kaneb Disclosure Schedule.

®) istributi i - '. Except as required under the
KSLLLCAgreement,KSle‘nllnot,andshallnotpermltanyofntsSubmdxmesto and shall not
propose to, (i) declare or pay any distributions or in respect of any of its equity securities, except
(x) the declaration and payment of regular quarterly cash distributions not in excess of $0.495 -
per KSL Common Share with usual record and payment dates for such distributions in accor-
dance with past distribution practice and (y) the declaration and payment of regular distributions
from a wholly owned Subsidiary of any of the KSL Entities to its parent KSL Entity or to an-
other wholly owned Subsidiary of such parent KSL Entity in accordance with past distribution
practice, (ii) split, combine or reclassify any of its equity securities or issue or authorize or pro-
pose the issuance of any other securities in respect of, in lieu of or in substitution for, its equity:
securities, except for any such transaction by a wholly owned Subsidiary of any KSL Entity
which remains a wholly owned Subsidiary of such KSL Entity after consummation of such
transaction, or (iii) repurchase, mdeanorotherwxseacqmreanyofmeqmtysecunﬂaorany
securities convertible into or exercisable for any equity securities.

()  Issuance of Securities. The KSL Entities shall not, and shall not permit
any of their respective Subsidiaries to, issue, deliver, sell, pledge or dispose of, or authorize or-
propose the issuance, delivery, sale, pledge or disposition of, any of its equity securities, any
Voting Debt or any securities convertible into or exercisable for, or any rights, warrants, calls or
options to acquire, any such shares or Voting Debt, or enter into any commitment, arrangement,
undertaking or agreement with respect to any of the foregoing, other than (i) the issuance of KSL
Common Shares (and the associated KSL Rights) upon the exercise of KSL Stock Options out-
standing as of the date of this Agreement or in satisfaction of KSL Deferred Share Units unsatis-
fied as of the date of this Agreement, in each case in accordance with their present terms, (i) is-
suances, sales or deliveries by a wholly owned Subsidiary of any of the KSL Entities of equity
securities or partnership units to such Subsidiary’s parent or another wholly owned Subsidiary of
anyoftheKSLEnuuwor(m)xssuanmmaccordancewnthﬂ:eKSLRnghtsAgmement. :

@ Mmm Excepttothementreqmmdtoeomplywnhlts
obligations hereunder or with applicable law, KSL shall not and shall cause each of its Subsidiar-

mnottoamendorpmposewamendltspm«shnpagmementorhmmdhabdnycompmy
agreement or similar organizational documents. o

(¢) No Acquisitions. Except for acquisitions (i) set forth in Section S.1(¢) of
the Kaneb Disclosure Schedule or (ii) in the ordinary course of business consistent with past
practice that do not éxceed $1 million individually or $3 million in the aggregate, KSL shall not,
and shall not permit any of its Subsidiaries to, acquire or agree to acquire by merger or consoli-
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dation, or by purchasing a substantial equity interest in or a substantial portion of the assets of, or
by any other manner, any business or any corporation, partnership, association or other business
organization or division thereof or otherwise acquire or agree to acquire any assets (excluding
the acquisition of assets used in the operations of the business of KSL and its Subsidiaries in the
ordinary course, which assets do not constitute a business unit, division or all or substantially all
of the assets of the transferor and which acquisitions are in the ordinary course of business con-
sistent with past practice).

(f)  No Dispositions. KSL shall not, and shall not permit any of its Subsidiar-
ies to, sell, lease or otherwise dispose of, or agree to sell, lease or otherwise dispose of, in each
case including but not limited to by way of merger, any of its assets (including equity securities
or partnership units of Subsidiaries of KSL), except for, in the case of assets that are not equity
securities or partnership units, dispositions or encumbrances of immaterial assets in the ordinary
comseofbu‘simconsistentwithpastpmcticc.

® ~1 : ess. KSL shall not, and shall not permit any of its
Subsidiaries to, (1)makeanyloms,advaneesorcap1talconmbuuonsw,ormMMm,any
other Person, other than (x) loans or investments by KSL or any of its wholly owned Subsidiaries
to any of their wholly owned Subsidiaries or parent wholly owning such entity, (y) in the ordi-
nary course of business consistent with past practice which are not, individually or in the aggre-
gate, material to KSL and its Subsidiaries taken as a whole (provided thet none of such transac-
tions referred to in this clause (y) presents a material risk of making it more difficult to obtain
any approval or authorization required in connection with the KSL. Merger under Regulatory
Law) or (ii) except for additional borrowings under existing loan arrangements, incur any indebt-
edness for borrowed money or guarantee or assume any such indebtedness of another Person,
issue or sell any debt securities or warrants or other rights to acquire any debt securities of KSL
or any of its Subsidiaries, guarantee any debt securities of another person, eater into any “keep
well” or other agreement to maintain any financial statement condition of another Person (other
than any wholly owned Subsidiary or KPP or any wholly owned Subsidiary of KPP) or enter into
any arrangement having the economic effect of any of the foregoing. Notwithstanding any other
provision of this Agreement, KSL and its Subsidiaries shall be entitied to transfer funds and
make payments to KPP and its Subsidiaries (i) to reimburse KPP and its Subsidiaries for obliga-
tions (which otherwise were incurred in compliance with the KPP Merger Agreement) of KSL or
its Subsidiaries incurred by KPP or its- Subsidiaries or (ii) in the ordinary course of business con-
. sistent with past practice. '

(h)  Compensation. Except (i) as disclosed on Section S.1(h) of the Kaneb Dis-
closure Schedule or except as required by law or by the terms of any collective bargaining
agreement or other agreement in effect as of the date hereof between KSL or its Subsidiaries and
any director, officer or employee thereof identified on Section 5.1(h) of the Kaneb Disclosure
Schedule, or (ii) as otherwise agreed by KSL and VLI, KSL shall not and shall not permit any of
its Subsidiaries to (A) increase the amount of compensation of, or pay any severance to, any di-
rector, officer or employee of KSL or its Subsidiaries (except for increases in base salary or
wages to employees who are not directors or officers of the foregoing entities in the ordinary
course of business consistent with past practice), (B) make any increase in or commitment to in-
crease any employee benefits, (C) grant any additional KSL Stock Options or other equity-based
awards or permit the deferral or accrual of any amounts under the KSL Deferred Share Unit Ar-
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rangements or any similar plan, (D) adopt, enter into or amend, make any commitment to adopt,
enter into or amend, or take any action to clarify any provision of, any Kaneb Benefit Plan, (E)
fund or make any contribution to any Kaneb Benefit Plan or any related trust or other funding
vehicles, other than regularly scheduled contributions to trusts funding qualified plans, or (F)
adopt, enter into or amend any collective bargaining agreement or other arrangement relating to
union or organized employees. ’

()  Accounting Methods: Tax Elections. Except as disclosed in Kaneb SEC
Documents filed prior to the date of this Agreement, or as required by a Governmental Entity,
KSL shall not change in any material respect its methods of accounting in effect at December 31,
2003, except as required by changes in GAAP as concurred in by KSL’s independent public ac- -
countents. KSL shall not (i) change its fiscal year or any method of tax accounting, (ii) make
any material Tax election or (iii) settle or compromise any material liability for Taxes.

()] Material Contracts. Other than in the ordinary course of business consis-
tent with past practice or as disclosed on Section 5.1(j) of the Kaneb Disclosure Schedule, KSL
and its Subsidiaries shall not enter into any contract or agreement that would be a Kaneb Con-
tract if in existence as of the date of this Agreement or terminate or amend in any material re-
spect any Kaneb Contract or waive any material rights under any Kaneb Contract.

(k)  Settlement of Disputes. KSL and its Subsidiaries shall not settle any
claim, demand, lawsuit or state or federal regulatory proceeding (i) for damages to the extent
mhseﬁlementinmewmdmgainmofSSO0,000‘or(ii)so&in.nin-
junction or any other equitable relief, except in case of clause (i) a settlement of any such claim,
demand, lawsuit or state or federal regulatory proceeding within the specific amount reserved
and identified on Section 5.1(k) of the Kaneb Disclosure Schedule, provided that such settlement
achieves a full, final and non-appealable resolution of the matter reserved.

a Insurance. KSL shall use commercially reasonable efforts to maintain
with financially responsible insurance companies insurance in such amounts and against such
risks and losses as are now carried by KSL and its Subsidiaries. : '

(m) Governmental Filings. KSL shall file on a timely basis all material no-
tices, reports, returns and other filings required to be filed with or reported to any Governmental
Entity, as well as all applications and other documents necessary to maintain, renew or extend
any material permit, license, variance or any other approval required by any Governmental En-
tity for the continuing operation of its business.

(m)  Centain Actiops. KSL and its Subsidiaries shall not take any action or
omit to take any action which action or omission would reasonably be expected to prevent or ma-
terially delay or impede the consummation of the KSL Merger or the other transactions contem-
plated by this Agreement.

(0)  No Related Actions. KSL shall not, and shall not permit any of its Sub-
sidiaries to, agree or commit to do any of the foregoing.

5.2  Covenants of VLI DmingthepcriodfromthedateofthisAgfeementand
continuing until the KSL Effective Time, each of the VLI Entities agrees as to itself and its Sub-

-33.



sidiaries that without the written consent of KSL, which consent shall not be unreasonably with-
held or delayed (except as expressly contemplated or permitted by this Agreement or a corre-
spondingly numbered subsection of the VLI Disclosure Schedule):

(a)  Certain Actions. The VLI Entities and their Subsidiaries shall not take
any action or omit to take any action which action or omission would reasonably be expected to
prevent or materially delay or impede the consummation of the Merger, the other transactions
contemplated by this Agreement or the payment of the KSL Consideration. :

(b)  No Related Actiops. Each of the VLI Entities shall not, and shall not per-
mit any of its Subsidiaries to, agree or commit to do any of the foregoing.

5.3  Govemmental Filings. To the extent permitted by law or regulation or any
applicable confidentiality agreement, KSL and VLI shall confer on a reasonable basis with each
other on operational matters. KSL and VLI shall file all reports required to be filed by each of
them with the SEC (and all other Governmental Entities) between the date of this Agreement and
the KSL Effective Time and shall, if requested by the other and (to the extent permitted by law
or regulation or any applicable confidentiality agreement) deliver to the other party copies of all
suchreports,anno\mcementsandpublicaﬁons promptly upon request.

54 nt Business. Nothing contasined in this Agreement
shall give KSL, dnrecﬂyormduecﬂy,thenghttoconﬁolordmctVLl’sopermomorgweVLL
directly or indirectly, the right to control or direct KSL's operations prior to the KSL Effective
Time. PnorwﬂxeKSLEﬁ‘ecuveﬁme,KSLdeLIshaﬂmse,conm“nﬂmnw
and conditions of this Agreement, complete control and supervision over its mpecuve opera-

tions.

ARTICLE V1

ADDITIONAL AGREEMENTS

6.1

(@) As promptly as reasonably practicable following the date of this Agree-
ment, VLI and KSL shall cooperate in preparing and each shall cause to be filed with the SEC
mutually acceptable proxy materials which shall constitute the Joint Proxy Statement/Prospectus
and VLI shall prepare and file with the SEC the Form S-4. The Joint Proxy State-
ment/Prospectus will be included as a prospectus in and will constitute a part of the Form S-4 as
VLI’s prospectus. Each of VLI and KSL shall use reasonable best efforts to have the Joint Proxy
Statement/Prospectus cleared by the SEC and the Form S-4 declared effective by the SEC. VLI
and KSL shall, as promptly as practicable after receipt thereof, provide each other with copies of
any written comments, and advise each other of any oral comments, with respect to the Joint
Proxy Statement/Prospectus or Form S-4 received from the SEC. The parties shall cooperate and
provide the other party with a reasonable opportunity to review and comment on any amendment
or supplement to the Joint Proxy Statement/Prospectus and Form S-4 prior to filing such with the
SEC and will provide each other with a copy of all such filings made with the SEC. Notwith-
standing any other provision herein to the contrary, no amendment or supplement (including by
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incorporation by reference) to the Joint Proxy Statement/Prospectus or the Form S-4 shall be
made without the approval of both VLI and KSL, which approval shall not be unreasonably
withheld or delayed; provided that, with respect to documents filed by a party which are incorpo-
rated by reference in the Form S-4 or the Joint Proxy Statement/Prospectus, this right of approval
shall apply only with respect to information relating to the other party or its business, financial
condition or results of operations. VLI will use reasonable best efforts to cause the Joint Proxy
Statement/Prospectus to be mailed to the VLI Unitholders, and KSL will use reasonable best ef-
forts to cause the Joint Proxy Statement/Prospectus to be mailed to KSL Shareholders, in each
case as promptly as practicable after the Form S-4 is declared effective under the Securities Act.
Each party will advise the other party, promptly after it receives notice thereof, of the time when
the Form S-4 has become effective, the issuance of any stop order, the suspension of the qualifi-
cation of the VLI Common Units issuable in connection with the KPP Merger for offering or sale
in any jurisdiction, or any request by the SEC for amendment of the Joint Proxy State-
ment/Prospectus or the Form S-4. If, at any time prior to the KSL Effective Time, any informa-
tion relating to VLI or KSL, or any of their respective Affiliates, officers or directors, is discov-
ered by VLI or KSL and such information should be set forth in an amendment or supplement to
either of the Form S-4 or the Joint Proxy Statement/Prospectus so that any of such documents
would not include any misstatement of a material fact or omit to state any material fact necessary
to make the statements therein, in light of the circumstances under which they were made, not
misleading, the party discovering such information shall promptly notify the other party hereto
and, to the extent required by law, rules or regulations, an appropriate amendment or supplement
describing such information shall be promptly filed with the SEC and disseminated to the KSL
Shareholders and the VLI Unitholders. ,

KSL shall use its reasonable best efforts to ensure that none of the information to
be supplied by KSL or its Subsidiaries in the Joint Proxy Statement/Prospectus shall, at the time
of the mailing of the Joint Proxy Statement/Prospectus and any amendments or supplements
thereto, and at the time of each of the KSL Sharcholders Meeting, and the VLI Unitholders
Meeting, contain any untrue statement of a material fact or omit to state any material fact re-
quired to be stated therein or necessary in order to make the statements therein, in the light of the
circumstances under which they are made, not misleading. KSL shall use its reasonable best ef-
forts to ensure that the Joint Proxy Statement/Prospectus will comply, as of its mailing date, as to
form in all material respects with all applicable laws, including the provisions of the Exchange
Act and the rules and regulations promulgated thereunder, except that no covenant is made by
KSL with respect to information supplied by VLI for inclusion in any filing by KSL with the
SEC.

VLI shall use its reasonable best efforts to ensure that none of the information to
be supplied by the VLI Entities or their Subsidiaries in the Joint Proxy Statement/Prospectus
will, at the time of the mailing of the Joint Proxy Statement/Prospectus and any amendments or
supplements thereto, and at the time of each of the KSL Shareholders Meeting and the VLI Uni-
tholders Meeting, contain any untrue statement of a material fact or omit to state any material
fact required to be stated therein or necessary in order to make the statements therein, in the light
of the circumstances under which they are made, not misleading. VLI shall use its reasonable
best efforts to ensure that the Joint Proxy Statement/Prospectus will comply, as of its mailing
date, as to form in all material respects with all applicable laws, including the provisions of the
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Exchange Act and the rules and regulations promulgated thereunder, except that no covenant is
made by the VLI Entities with respect to information supplied by KSL for inclusion therein.

(b)  KSL shall duly take all lawful action to call, give notice of, convene and
hold the KSL Sharcholders Meeting as soon as practicable on a date determined in accordance
with the mutual agreement of VLI and KSL for the purpose of obtaining the KSL Shareholder
Approval and, subject to Section 6.4, shall take all lawful action to solicit the KSL Shareholder
Approval. The Board of Directors of KSL (i) shall recommend the approval and adoption of the
plan of merger contained in this Agreement by the KSL Shareholders to the effect as set forth in
Section 4.1(r) (the “Kaneb Recommendation™), and (ii) shall not, unless VLI first makes a
Change in the VLI Recommendation, (x) withdraw, modify or qualify (or propose to withdraw,
modify or qualify) in any manner adverse to VLI the Kaneb Recommendation or (y) take any
acnonormakemmeMmconnecuonwrmtheKSLShateholderMeeungmconmmm
such recommendation (collectively, a “Change in the K3 ;
_gx,thattheBomﬂofDnrectorsofKSLmaymakeaChmgemﬂ:eKmbRwommmdshon
pursuant to Section 6.4 hereof. KSL agrees, in its capacity as a KPP Unitholder, that it shall
cause all KPP Units beneficially owned by it or any of its Subsidiaries (whether beneficially . .
owned as of the date hereof or acquired thereafter and prior to the record date for the KPP Uni-
tholders Meeting) to be present for quorum purposes at the KPP Unitholders Meeting and shall
vote or cause to be voted such KPP Units in favor of the approval and adoption of the KPP
Merger Agreement and the transactions contemplated thereby, and against any Acquisition Pro-
posal at any meeting of KPP Unitholders at which such proposal may be considered.

(¢) VLI shall duly take all lawful action to call, give notice of, convene and
hold the VLI Unitholders Meeting as soon as practicable on a date determined in accordance
with the mutual agreement of VLI and KSL for the purpose of obtaining the VLI Unitholders
Approval and shall take all lawful action to solicit the VLI Unitholders Approval. The Board of
Directors of VLI GP shall recommend the approval of the issuance of VLI Common Units in the
KPP Merger by the VLI Unitholders to the effect set forth in Section 4.2(¢) (the “VLI Recom-
mendation”), and shall not, unless the board of directors of KSL (pursuant to this Agreement) or
the board of directors of KPP GP (pursuant to the KPP Merger Agreement) first makes a Change
in the Kaneb Recommendation (as defined in this Agreement and in the KPP Merger Agree-
ment), (x) withdraw, modify or qualify (or propose to withdraw, modify or qualify) in any man-
ner adverse to the Kaneb Entities the VLI Recommendation or (y) take any action or make any
smtementmconnecuonmthtthUUmtholdemMeenngmwmmaumthmhmommenda
tion (collectively, a “Change in the VLI Rec ends

6.2  Access to Information. Upon reasonable notice, cach party shall (and
shall cause its Subsidiaries to), except as prohibited by law, afford to the officers, employees,
accountants, counsel, financial advisors and other representatives of the other party reasonable
access during normal business hours, during the period prior to the Effective Times, to all its
properties, books, contracts, commitments, records, officers and employees, and, during such
period, such party shall (and shall cause its Subsidiaries to) furnish promptly to the other party
(a) a copy of each report, schedule, registration statement and other document filed, published,
announced or received by it in connection with the transactions contemplated by this Agreement
during such period pursuant to the requirements of Federal, state or foreign laws (including,
without limitation, pursuant to the HSR Act, the Securities Act, the Exchange Act and the rules
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of any Governmental Entity thereunder), as applicable (other than documents which such party is
not permitted to disclose under applicable law), and (b) all other information concemning it and
its business, properties and personnel as such other party may reasonably request; provided,
- however, that either party may restrict the foregoing access to the extent that (i) any law, treaty,
rule or regulation of any Governmental Entity applicable to such party or any contract requires
such party or its Subsidiaries to restrict or prohibit access to any such properties or information
or (ii) such disclosure of the information would breach confidentiality obligations owed to a third
party (provided, further, that if the circumstances of the preceding proviso occur, the parties will
useneasonablebesteﬁ'ortstoagmeuponaltematednsclosmemeﬂmdstooonvey,tothemm
mum extent possible, the substance of such information to the requesting party). The parties will
hold any information obtained pursuant to this Section 6.2 in confidence in accordance with, and
shall otherwise be subject to, theprov:slonsoftheamendedandwmdconﬁdenmhtyagme-
ment dated August 8, 2004, between KPP, KSL and VLI (the
which Confidentiality Agreement shall continue in full force and effect. Anymvesugatlonby
either VLI or KSL shall not affect the represeritations and warranties of the other.

6.3  Reasonable Best Efforts.

(8  Subject to the terms and conditions of this Agreement, each party hereto -
will use its reasonable best efforts to take, or cause to be taken, all actions, and to do, or cause to
be done, all things necessary, proper or advisable under this Agreement and applicable laws and
regulations to consummate the KSL Merger and the other transactions contemplated by this
Agreement as soon as reasonably practicable after the date of this Agreement, including (i) pre-
paring and filing as promptly as practicable all documentation to effect all necessary applica-
tions, notices, petitions, filings, and other documents and to obtain as promptly as reasonably
practicable all Necessary Consents and all other consents, waivers, licenses, orders, registrations,
approvals, permits, rulings, authorizations and clearances necessary or advisable to be obtained
from any third party and/or any Governmental Entity in order to consummate the KSL Merger or
any of the other transactions contemplated by this Agreement (collectively, the “Reguired Ap-
provals”) and (ii) using its reasonable best efforts to obtain all such Necessary Consents and the
Required Approvals. In furtherance of and not in limitation of the foregoing, each of VLI and
KSL agrees (i) to make (A) as promptly as reasonably practicable, an appropriate filing of a No-
tification and Report Form pursuant to the HSR Act with respect to the transactions contem-
plated hereby, (B) as promptly as reasonably practicable, appropriate filings with the Canadian
Competition Commission, if required, in accordance with applicable competition, merger con-
trol, antitrust, investment or similar laws, and (C) as promptly as reasonably practicable, all other
necessary filings with other Governmental Entities relating to the KSL Merger, and, to supply as
promptly as reasonably practicable any additional information or documentation that may be re-
quested pursuant to such laws or by such authorities and to use reasonable best efforts to cause
the expiration or termination of the applicable waiting periods under the HSR Act and the receipt
of Required Approvals under such other laws or from such authorities as soon as reasonably
practicable and (ii) not to extend any waiting period under the HSR Act or enter into any agree-
ment with the FTC or the DOJ not to consummate the transactions contemplated by this Agree-
ment, except with the prior written consent of the other parties hereto (which shall not be unrea-
sonably withheld or delayed).
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(b)  Each of KSL and the VLI Entities shall, in connection with the efforts ref-
erenced in Section 6.3(a) to obtain all Required Approvals, use its reasonable best efforts to
(i) cooperate in all respects with each other in connection with any filing or submission and in
connection with any investigation or other inquiry, including any proceeding initiated by a pri-
vate party, (ii) subject to applicable law, permit the other party to review in advance any pro-
posed written communication between it and any Governmental Entity, (iii) promptly inform
each other of (and, at the other party’s reasonable request, supply to such other party) any com-
munication (or other correspondence or memoranda) received by such party from, or given by
such party to, the DOJ, the FTC or any other Governmental Entity and of any material communi-
cation received or given in connection with any proceeding by a private party, in each case re-
garding any of the transactions contemplated hereby, (iv) consult with each other in advance to-
the extent practicable of any meeting or conference with the DOJ, the FTC or any other Gov-
emmental Entity or, in connection with any proceeding by a private party, with any other Person,
and to the extent permitted by the DOJ, the FTC or such other applicable Governmental Entity or
other Person, give the other party the opportunity to attend and participate in such meetings and
conferences, and (v) subject to any action taken by the parties pursuant to Section 6.3(c), respond
promptly and fully to any “second request” or other request for information in connection with .
filings required by the HSR Act or any similar or corresponding foreign or state statute, law, rule

or regulation.

(©) hﬁmthermeandmtmhmwon(exoeptasodmmsemlym
forth) of the covenants of the parties contained in Section 6:3(2) and 6.3(b), if any administrative
or judicial action or proceeding, including any proceeding by a private party, is instituted (or
threatened to be instituted) challenging any transaction contemplated by this Agreezment as vicle-:
tive of any regulatory law, or if any statute, rule, regulation, executive order, decree, injunction
or administrative order is enacted, entered, promulgated or enforced by a Governmental Entity
which would make the KSL Merger or the other transactions contemplated hereby illegal or
would otherwise prohibit or materially impair or delay the consummation of the KSL Merger or
the other transactions contemplated hereby, KSL and the VLI Entities shall cooperate with each
other in all respects in responding thereto, and each party shall use its respective reasonable best
efforts in responding thereto, including (i) contesting and resisting any such action or proceed-
ing, and to have vacated, lifted, reversed or overturned any decree, judgment, injunction or other
order, whether temporary, preliminary or permanent, that is in effect and that prohibits, prevents
or restricts consummation of the KSL Merger or the other transactions contemplated by this
Agreement and to have such statute, rule, regulation, executive order, decree, injunction or ad-
ministrative order repealed, rescinded or made inapplicable so as to permit consummation of the
transactions contemplated by this Agreement and (ii) holding separate or otherwise disposing of .
or conducting their business in a specified manner, or agreeing to sell, hold separate or otherwise
dispose of or conduct their business in a specified manner or permitting the sale, holding separate
or other disposition of, assets of VLI, KSL or its Subsidiaries or the conducting of their business
in a specified manner, provided that the actions described in this clause (ii) would not reasonably
be expected to have a Material Adverse Effect on the VLI Entities taken as a whole, the Kaneb
Entities taken as a whole, or the combined VLI Entities and Kaneb Entities after consummation
of the KSL Merger. Notwithstanding the foregoing or any other provision of this Agreement,
nothing in this Section 6.3 shall limit a party’s right to terminate this Agreement pursuant to Sec-
tnon8l(b)or8l(c)solongasswhpartyhasuptotbenoomphedmthmobhpnonsundum
Section 6.3.
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(d)  Each of the VLI Entities and KSL and their respective Boards of Directors
and general partners shall, if any state takeover statute or similar statute becomes applicable to
this Agreement, the KSL Merger or any other transactions contemplated hereby, take all action
reasonably necessary to ensure that the KSL Merger and the other transactions contemplated by
this Agreement may be consummated as promptly as practicable on the terms contemplated
hereby and otherwise to minimize the effect of such statute or regulation on this Agreement, the
KSL Merger and the other transactions. contemplated hereby.

64  Acquisition Proposals.

(a) KSL agrees that neither it nor any of its Subsidiaries nor any of its officers
and directors nor those of its Subsidiaries shall, and that it shall cause its and its Subsidiaries’
employees, agents and representatives (including any investment banker, attorney or accountant
retained by it or any of its Subsidiaries) not to, directly or indirectly, (i) initiate, solicit, encour-
age or knowingly take any action that facilitates any inquiries, or the making of any proposal or
oﬁ‘a,withrcspeam,orauanswﬁonweﬁwLamuger,mrganimﬁomshmexchmge,m
solidation, business combination, recapitalization, liquidation, dissolution or similar transaction
mvolvmgKSLoranyofltsSubsxdxmes,oranypmhase sale or other transfer of 10% or more .
of the consolidated assets of KSL (including stock of its Subsidiaries) of it or its Subsidiaries, or
any purchase or sale of, or tender or exchange offer for, or other transfer of, its equity securities
that, if consummated, would result in any Person (or the shareholders of such Person) benefi-
cially owning securities representing 10% or more of the total voting power of KSL or the voting
power of any of its Subsidiaries (any such proposal, offer or transaction, other than (s) a proposal
or offer made by VLI or an Affiliate thereof, or (b) a proposal, offer or transaction solely involv-
ing the equity securities of KPP to the extent KPP and KPP GP comply with their obligation re-
lating thereto under the KPP Merger Agreement, being hereinafter referred to as an “Acquigition
Proposal™), (ii) except as the board of directors of KSL determines in good faith, after consulta-
tion with outside counsel and taking into account any change in the terms of the KSL Merger or
other proposal made reasonably promptly by VLI after being notified pursuant to Section 6.4(b),
that doing so is necessary for such directors to comply with their fiduciary duties under applica-
ble law (and in such case only after entering into a confidentiality agreement with such Person on
terms no less favorable to KSL than the Confidentiality Agreement and conditioned upon con-
temporaneously providing to VLI a copy of any such information or data that it is providing to
any such Person pursuant to this Section 6.4 to the extent not previously provided or made avail-
able to VLI), have any discussion with or provide any confidential information or data to any
Person relating to an Acquisition Proposal, or engage in any negotiations concerning an Acquisi-
tion Proposal, (iii) approve or recommend, or propose publicly to approve or recommend, any
Acquisition Proposal or (iv) approve or recommend, or propose to approve or recommend, or
execute or enter into, any letter of intent, agreement in principle, merger agreement, acquisition
agreement, option agreement or other similar agreement or propose publicly or agree to do any
of the foregoing related to any Acquisition Proposal.

(b)  Notwithstanding anything in this Agreement to the contrary, KSL (and the
Board of Directors of KSL shall be permitted to (A) take and publicly disclose a position to the
extent necessary to comply with Rule 14d-9 or Rule 14e-2 promulgated under the Exchange Act
with regard to an Acquisition Proposal (to the extent applicable), (B) effect a Change in the Ka-
neb Recommendation, or (C) engage in discussions or negotiations with, or provide any informa-
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tion (whether confidential, non-public or otherwise) to, any Person in response to an unsolicited
bona fide written Acquisition Proposal by any such Person, if and only to the extent that, in any
such case referred to in clause (B) or (C), (I) the KSL Shareholder Meeting shall not have oc-
curred other than as a result of a breach by KSL of its obligations pursuant to Section 6.1, (II) (y)
in the case of clause (B) above, it has received an unsolicited bona fide written Acquisition Pro-
posalfromathirdpartynotinviolationofSection6.4(a)andtheBoatdofDimetouofKSL
concludes in good faith that such Acquisition Proposal constitutes a Superior Proposal, (III) in
the case of clause (B) or (C) above, the Board of Directors of KSL, after receipt of the advice of
outside counsel, determines in good faith that doing so is necessary for such directors to comply
with their fiduciary duties under applicable law, (IV) prior to providing any information or data
permitted to be provided pursuant to this sentence, KSL shall have entered into a confidentiality
agreement with such Person on terms no less favorable to the KSL than the Confidentiality
Agreement, and shall have provided to VLI a copy of any such information or data that it is pro-
viding to any such Person pursuant to this Section 6.4 to the extent not previously provided or
made available to VLI, and (V) prior to providing any information or data to any Person or enter-
ing into discussions or negotiations with any Person, KSL shall notify VLI promptly of such in-
quiries, proposals or offers received by, any such information requested from, or any such dis-
cussions or negotiations sought to be initiated or continued with, any of its representatives indi-
cating, in connection with such notice, the name of such Person and the material terms and con-
ditions of any inquiries, proposals or offers, along with a copy of the relevant proposed transac-
tion agreements, if such exist, with the party making such Acquisition Proposal. KSL agrees that
it will promptly keep VLI reasonably informed of the status and tevms of any inquiries, proposals
or offers and the status and terms of any discussions or negotiations, including the identity of the
party making such inquiry, proposal or offer. KSL agrees that it will, and will cause its officers,

‘directors and employees and use its reasonable best efforts to cause its representatives to, imme-

diately cease and cause to be terminated any activities, discussions or negotiations existing as of
the date of this Agreement with any parties (other than the parties to this Agreement) conducted
heretofore with respect to any Acquisition Proposal. KSL agrees that it will use reasonable best
efforts to promptly inform its directors, officers, key employees, agents and representatives of
the obligations undertaken in this Section 6.4.

6.5 Fees and Expenses. Subject to Section 8.2, whether or not the KSL
Merger is consummated, all Expenses incurred in connection with this Agreement and the trans-
actions contemplated hereby shall be paid by the party incurring such Expenses, except Expenses
incurred in connection with any filings under the HSR Act the filing, printing and mailing of the
Joint Proxy Statement/Prospectus, which shall be shared equally by VLI, on the one hand, and
the Kaneb Entities, on the other hand.

6.6

(@  The indemnification provisions of the KSL LLC Agreement as in effect as
of the date hereof shall not be amended, repealed or otherwise modified for a period of at least
six years from the KSL Effective Time in any manner that would adversely affect the rights
thereunder of individuals who at the KSL Effective Time would be entitled to indemnification by
KSL under the KSL LLC Agreement. At the KSL Effective Time, VLI shall cause the Surviving
LLC to honor in accordance with their respective terms each of the covenants contained in this
Section 6.6 applicable thereto.




(b)  Without limiting Section 6.6(a), but without duplication of any right or
benefit thereunder, after the KSL Effective Time, each of VLI and the Surviving LLC shall, to
the fullest extent permitted under applicable law, indemnify and hold harmless, each present and
former director, officer and employee of KSL or any of its Subsidiaries (each, together with such
person’s heirs, executors or administrators, an “Indemnified Party” and collectively, the “Indem-
nified Parties™), in their capacity as such, against any costs or expenses (including reasonable
attorneys’ fees), judgments, fines, losses, claims, damages, liabilities and amounts paid in settle-
ment in connection with any actual or threatened claim, action, suit, proceeding or investigation,

whether civil, criminal, administrative or investigative, arising out of, relating to or in connection -

with (x) any action or omission occurring or alleged to occur prior to the KSL Effective Time
(including, without limitation, acts or omissions in connection with such persons serving as an
officer, director, manager, partner, employee or other fiduciary in any entity if such service was
at the request of KSL) and (y) the KSL Merger and the other transactions contemplated by this
Agreement or arising out of or pertaining to the transactions contemplated by this Agreement. In
the event of any such actual or threatened claim, action, suit, proceeding or investigation
(whether arising before or after the Effective Time), (i) KSL or VLI and the Surviving LLC, as
the case may be, shall pay the reasonable fees and expenses of counsel selected by the Indemni-
fied Parties, which counsel shall be reasonably satisfactory to VLI and the Surviving LLC,
promptly after statements therefor are received and shall pay all other reasonable expenses in ad-
vance of the final disposition of such action, subject to the receipt of any undertaking (which
need not be secured) by or on behalf of the Indemnified Party to repay such amount if it shall be
determined that such Person is not entitled to be indemnified pursuant to the KSL LLC Agree-
ment, (ii) VLI and the Surviving LLC will use all reasonable efforts to assist in and cooperate in
the defense of any such matter, and (iii) to the extent any determination is required to be made
with respect to whether an Indemnified Party's conduct complies with the standards set forth un-
der Delaware law and VLI’s or the Surviving LLC’s respective partnership agreement, such de-
termination shall be made by independent legal counsel acceptable to VLI or the Surviving LLC,
as the case may be, and the Indemnified Party; provided, however, that neither VLI nor the Sur-
viving LLC shall be liable for any settlement effected without its prior written consent (which
consent shall not be unreasonably withheld) and, provided further, that if VLI or the Surviving
LLC advances or pays any amount to any Person under this paragraph (b) and if it shall thereaf-
ter be finally determined by a court of competent jurisdiction that such Person was not entitled to
be indemnified hereunder for all or any portion of such amount, to the extent required by law,
such person shall repay such amount or such portion thereof, as the case may be, to VLI or the
Surviving LLC, as the case may be. The Indemnified Parties as a group may not retain more than
one law firm to represent them with respect to each matter unless there is, under applicable stan-
dards of professional conduct, a conflict requiring separate representation on any significant is-
sue between the positions of any two or more Indemnified Parties.

. (c) In the event the Surviving LLC or VLI or any of their successors or as-
signs (i) consolidates with or merges into any other Person and shall not be the continuing or
surviving corporation or entity of such consolidation or merger, or (ii) transfers all or substan-
tially all of its properties and assets to any Person, then and in each such case, proper provisions
shall be made so that the successors and assigns of the Surviving LLC or VLI shall assume the
obligations of the Surviving LLC or VLI, as the case may be, set forth in this Section 6.6.
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(d)  For a period of six years after the KSL Effective Time, VLI shall cause to
be maintained in effect the current policies of directors’ and officers’ liability insurance main-
tained by KSL and its Subsidiaries with respect to matters arising on or before the KSL Effective
Time (provided that VLI may substitute therefor policies of at least the same coverage and
amounts containing terms and conditions that are no less advantageous to the Indemnified Par-
ties, and which coverages and amounts shall be no less than the coverages and amounts provided
at that time for VLI's directors and officers) with respect to matters arising on or before the KSL
Effective Time; provided, however, provided, however, that in no event shall VLI (or any such
successor) be required to expend in any one year an amount in excess of 200% of the annual
premiums currently paid by KSL and its Subsidiaries for such insurance; and, provided further
that if the annual premiums of such insurance coverage exceed such amount, VLI (or any such
successor) shall obtam a policy with the greatwtcovctage available for a cost not exoeedmg such
amount, .

© TherightsofeachlndemniﬁedPartyhemmdershallbeinadditionto,and
not in limitation of, any other rights such Indemnified Party may have under the KSL LLC
Agreement, any indemnification agreement, Delaware law or otherwise, but shall in no event en-
title any Indemnified Party to duplicative payments or reimbursement. The provisions of this
" Section 6.6 shall survive the consummation of the KSL Merger and expressly are intended to
benefit each of the Indemnified Parties.

() VLI shall pay all reasonable expenses, including reasonable attorneys fees
that may be incurred by an Indemnified Party in enforcing the indemnity and other obligations
provided in this Section 6.6 to the extent such Indemnified Party is finally determined to be suc-
cessful on the merits.

(8) Nothing contained in this Section 6.6 shall provide, or shall be interpreted
as providing, anymdmdualmthnghtsorbeneﬁwthatmduphcanveofthosethatmybepro-
vided under any similar provisions of the KPP Merger Agreement.

6.7  Employee Benefits.

(@) Following the KSL Effective Time until the first anniversary of the KSL
Effective Time, Parent GP shall provide, or shall cause to be provided, to individuals who are
employees of KSL and its Subsidiaries immediately before the KSL Effective Time and who
continue to be employed by any of the VLI Entities after the KSL Effective Time (the “Kaneb
Employees™) employee benefits (other thdan any equity-based benefits) that are, in the aggregate,
not less favorable than those generally provided to Kaneb Employees as of the date of this
Agreement, as disclosed by KSL to VLI immediately prior to the date of this Agreement. Not-
withstanding anything contained herein to the contrary, Kaneb Employees who are covered un-
der a collective bargaining agreement shall be provided the benefits that are required by such
collective bargaining agreement from time to time.

(b) (i) For purposes of eligibility and vesting under the employee benefit plans
of the VLI Entities and their respective Subsidiaries providing benefits to any Kaneb Employee
after the KSL Effective Time (the “New Plans”) and (ii) solely for purposes of levels of vacation
and severance benefits under the severance and vacation benefit plans providing benefits to any
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Kaneb Employee after the KSL Effective Time, each Kaneb Employee shall be credited with his
or her years of service with KSL and its Subsidiaries and predecessor employers before the KSL
Effective Time, to the same extent as such Kaneb Employee was entitled, before the KSL Effec-
tive Time, to credit for such service under any similar Kaneb Benefit Plans, except to the extent
such credit would result in a duplication of benefits. In addition, and without limiting the gener-
ality of the foregoing: (i) each Kaneb Employee shall be immediately eligible to participate,
without any waiting time, in any and all New Plans to the extent coverage under such New Plan
replaces coverage under a Kaneb Benefit Plan in which such Kaneb Employee participated im-
mediately prior to the KSL Effective Time (such plans, collectively, the “Qldﬂm") and (ii) for

purposes of each New Plan providing medical, dental, pharmaceutical and/or vision benefits to
any Kaneb Employee, Parent GP or the other applicable VLI Entity shall cause all pre-existing
condition exclusions and actively-at-work requirements of such New Plan to be waived for such
employee and his or her covered dependents, and Parent GP or the other applicable VLI Entity
shall cause any eligible expenses incurred by such employee and his or her covered dependents -
during the portion of the plan year of the Old Plan ending on the date such employee’s participa-
ﬁoninthecompondingNewPlnnbegins-tobemkminto account under such New Plan for
purposes of satisfying all deductible, coinsurance and maximum out-of-pocket requirements ap-
plicable to such employee and his or her covered dependents for the applicable plan year as if
such amounts had been paid in accordance with such New Plan. .

(c)  Parent GP or the other applicable VLI Entity will honor, in accordance
w:ththelrtenns,allvutedandacauedbmcﬁtobhgu&omto,andconﬁacﬂnlnghsoﬂcmm

and former employees of KSL and its Subsidiaries which are disclosed in Section 4.1(m)i) of

the Kaneb Disclosure Schedules. Nothing in this Agreement shall be interpreted as preventing
Parent GP or the other applicable VLI Entity from amending, modifying or terminating any Ka-
neb Benefit Plan or other contract, arrangement, commitment or understanding, in accordance
with their terms and applicable law. This Agreement is not intended, and it shall not be con-
strued, to create third party beneficiary rights for any current or former employees of KSL or its
Subsidiaries (including any beneficiaries or dependents thereof) under or with respect to any
plan, program, or arrangement described or contemplated by this Agreement.

(d) VLI and the Kaneb Entities will take all actions necessary to satisfy the
obligations set forth on Section 6.7(d) of the Kaneb Disclosure Schedule in accordance with the
procedure set forth therein. Nothing contained in this Section 6.7 shall provide, or shall be inter-
preted as providing, any individual with rights or benefits that are duplicative of those that may
be provided under any similar provisions of the KPP Merger Agreement.

6.8  Public Announcements. Neither the VLI Entities nor KSL shall, and nei-
ther the VLI Entities nor KSL shall permit any of their respective Subsidiaries to, issue or cause
the publication of any press release or other public announcement with respect to, or otherwise
make any public statement concemning, the transactions contemplated by this Agreement without
the prior consent (which consent shall not be unreasonably withheld) of VLI, in the case of a
proposed announcement or statement by KSL, or KSL in the case of a proposed announcement
or statement by any of the VLI Entities; provided, however, that cither party may, without the
prior consent of the other party (but after prior consultation with the other perty to the extent
practicable under the circumstances) issue or cause the publication of any press release or other
public announcement to the extent required by law or by the rules and regulations of the NYSE.

-43.



6.9 KSL Rights Agreement. The Board of Directors of KSL shall take all ac-
tion to the extent necessary (including amending the KSL Rights Agreement) in order to render
the KSL Rights inapplicable to the KSL Merger and the KPP Merger and the other transactions
contemplated by this Agreement. Except in connection with the foregoing sentence, the Board
of Directors of KSL shall not, without the prior written consent of VLI, (i) amend or waive any
provision of the KSL Rights Agreement or (ii) take any action with respect to, or make any de-
termination under, the KSL Rights Agreement, including a redemption or exchange of the KSL
Rights, in each case in order to, or that would reasonably be expected to, facllmteanyAcqmsx-
tion Proposal with respect to KSL.

6.10 Section 16 Matters. Prior to the KSL Effective Time, to the extent permit-
ted by law KSL shall take all such steps as may be required to cause any dispositions of KSL
Common Shares (including derivative securities with respect to Kaneb Entities equity securities
or partnership interests) or acquisitions of VLI Common Units (including derivative securities
with respect to VLI Entities equity securities) resulting from the transactions contemplated by
Article IT or Article III of this Agreement by each individual who is subject to the reporting re-
quirements of Section 16(a) of the Exchange Act with respect to KSL or will become subject to

such reporting requirements with respect to VLI, to be exempt under Rule 16b-3 ptomulgated
under the Exchange Act.

6.11  Accountants’ Letter. KSL shall use their reasonable best efforts to cause
to be delivered to VLI a letter from their independent public accountants addressed to VLI, dated
a date within two Business Days before the date on which the Form S-4 shall become effective,
in form and substance reasonably satisfactory to VLI and customary in scope and substance for
letters delivered by independent public accountants in connection with registration statements
similar to the Form S-4. VLI shall use its reasonable best efforts to cause to be delivered to the
Kaneb Entities a letter from its independent public accountants addressed to the Kaneb Entities,
dated a date within two Business Days before the date on which the Form S-4 shall become ef-
fective in form and substance reasonably satisfactory to the Kaneb Entities and customary in
scope and substance for letters delivered by independent public accountants in connection with
registration statements similer to the Form S-4.

6.12 Tax Mastters. KSL and the VLI Entities agree and consent to treat the KSL
Merger as a transaction governed by Rev. Rul. 99-6, 1999-1 C.B. 432 (Situation 2) provided fur-
ther, that, to the extent applicable, each holder of a KSL Common Share shall be deemed to have
consented for federal income tax purposes (and to the extent applicable state and local income
tax purposes) to report the KSL Merger as a sale of the holder’s KSL Common Shares to VLI
consistent with Treasury Regulation Section 1.708-(c)(4). Further, if pursuant to a determination
(as that term is defined in section 1313 of the Code), the KSL Merger is classified as an “asset-
over” transaction under Treasury Regulation Section 1.708-1(c)Xi), KSL hereby consents to re-
port such transfer for federal income tax purposes of its general partner interests in KPP to VLI
and KSL Owned Units cancelled hereunder as a sale of such interests to VLI consistent with
Treasury Regulation Section 1.708-(c)(4).

6.13 Other Agreements. KPP or KSL shall pay the amount to the extent due
and payable as set forth on and pursuant to Section 6.13 of the Kaneb Disclosure Schedule.
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ARTICLE VII

CONDITIONS PRECEDENT
7.1 Conditions to Each Party’s Obligation to Effect the KSI, Merger. The re-

spectwe obhgatlons of KSL and VLI to effect the KSL Merger are subject to the satisfaction or
waiver on or prior to the Closing Date of the following conditions:

(@ S.MM_QQLQ_M&_AM (i) KSL shall have obtained the
KSL Shareholders Approval and (ii) VLI shall have obtained the VLI Unitholders Approval.
® No . No law shall have been adopted

or promulgated, and no temporary restmmngorder, pre or permanent injunction or other
order issued by a court or other Governmental Entity ofcompetentjunsdlcuon shall be in effect,
having the effect of making the KSL Merger illegal or otherwise prohibiting consummation of

the KSL Merger.

' ()  HSR Act; Other Approvals. (i) The waiting period (and any extension
thereof) applicable to the KSL Merger under the HSR Act shall have been terminated or shall
have expired, without the imposition of any condition or requirement that would be expected to
have a Material Adverse Effect on the VLI Entities taken as a whole, the Kaneb Entities taken as
a whole, or the combined VLI Entities and Kaneb Entities after consummation of the KSL .
Merger, and (ii) all Other Approvals shall have been obtained, except those Other Approvals the
failure of which to obtain would not, individually or in the aggregate, measonablybeexpectedto
have a Material Adverse Effect on VLI or the KSL Entities.

72 iti nditi J. The obligations of VLI to
eﬂ‘ecttthSLMergamsubjecttothesahsfachon,orwmverbyVLI,onorpnortotbeClos-
ing Date, of the following conditions:

(a) ' arranties. Each of the representations and warran-
tweofKSLsetfonhmthlsAgreememthatmquahﬁedaswmatenahtyorMatendAdef-
fect shall be true and correct, and each of the representations and warranties of KSL set forth in
this Agreement that is not so qualified shall be true and correct in all material respects, in each
case as of the date of this Agreement and as of the Closing Date as though made on and as of the
Closing Date (except to the extent that such representations and warranties speak as of another
date, in which case such representations and warranties shall be so true and correct as of such
other date); provided, however, that no such representations or warranties shall be deemed to
have failed to be true and correct for purposes of this Section 7.2(a) unless the failure of such
representations and warranties to be true and correct, disregarding for this purpose all qualifica-
tions and exceptions contained therein relating to materiality or Material Adverse Effect, would,
individually or in the aggregate, reasonably be expected to result in (A) an adverse effect on the
KSL Entities involving $20,000,000 or more (individually or in the aggregate) or (B) a Material
Adverse Effect on the KSL Entities. In addition to the requirements of the preceding sentence,
the representations and warranties set forth in Sections 4.1(a) and (b) that are not qualified
therein as to Material Adverse Effect or materiality shall be true and correct in all material re-
spects and those that are so qualified shall be true and correct. VLI shall have received a certifi-
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cate of an executive officer of KSL to the effect of the preceding provisions of this Section
7.2(a).

(b)  Performance of Obligations of KSL. KSL shall have performed or com-
plied in all material respects with all material agreements and covenants required to be per-
formed by it under this Agreement at or prior to the Closing Date, except for non-willful failures
to comply that would not, individually or in the aggregate, have a Material Adverse Effect on the
combined VLI Entities and the KSL Entities after the consummation of the KSL Merger and VLI
shall have received a certificate of an executive officer of KSL to such effect.

(c)  Tax Opinion. VLI shall have received an opinion of each of Andrews
Kurth LLP and Wachtell, Lipton, Rosen & Katz dated as of the Closing Date to the effect that
(i) no VLI Entity will recognize any income or gain as a result of the KSL Merger or the KPP
Merga(otherthananygamresulhngfmmanydecreasempm-tnmhxphabmuespmuanttosec-
tion 752 of the Code), (ii) no gain or loss will be recognized by holders of VLI Common Units as
a result of the KSL Merger or the KPP Merger (other than any gain resulting from any decrease
in partnership liabilities pursuant to section 752 of the Code), and (iii) 90% of the combined
gross income of each of VLI, KSL and KPP for the most recent four complete calendar quarters
ending before the Closing Date for which the necessary financial information is available are
from sources treated as “qualifying income™ within the meaning of section 7704(d) of the Code.
In rendering such opinion, such counsel shall be entitled to receive and rely upon representations
of officers of the VLI Entities and the Kaneb Entities and any of their respective Affiliates as to
such matters as such counsel may reasonably request.

(@  Consumation of the KPP Merger. The KPP Merger shall be capable of
being consummated immediately succeeding the consummation of the KSL Merger.

7.3 Additi _ igati . The obligations of KSL to
effect the KSL Mergerm subjecttothc sansfacnon, orwmverbyKSL on or prior to the Clos-
ing Date, of the following additional conditions:

(@) [ s and Warranties. Each of the representations and warran-
uuofVUsetfoﬂhmthmAmementthnmquahﬁedasmmmﬂnymMmdAdef-
fect shall be true and correct, and each of the representations and warranties of VLI set forth in
this Agreement that is not so qualified shall be true and correct in all material respects, in each
case as of the date of this Agreement and as of the Closing Date as though made on and as of the
Closing Date (except to the extent that such representations and warranties speak as of another
date, in which case such representations and warranties shall be so true and correct as of such
other date); provided, however, that no such representations or warranties shall be deemed to
have failed to be true and correct for purposes of this Section 7.3(a) unless the failure of such
representations and warranties to be true and correct, disregarding for this purpose all qualifica-
tions and exceptions contained therein relating to materiality or Material Adverse Effect, would,
individually or in the aggregate, have a Material Adverse Effect on VLI. In addition to the re-
quirements of the preceding sentence, that the representations and warranties set forth in Sections
4.2(a) and (b) that are not qualified therein as to Material Adverse Effect or materiality shall be
true and correct in all material respects and those that are so qualified shall be true and correct.




KSL shall have received a certificate of an executive officer of VLI to the effect of the preceding
provisions of this Section 7.3(a).

(b)  Performance of Obligations of VLI. VLI shall have performed or com-
plied in all material respects with all material agreements and covenants required to be per-
formed by it under this Agreement at or prior to the Closing Date, except for non-willful failures
to comply that would not, individually or in the aggregate, have a Material Adverse Effect on the
combined VLI Entities and the KSL Entities after the consummation of the KSL Merger and
KSL shall have received a certificate of an executive officer of VLI to such effect.

ARTICLE VIII
. TERMINATION AND AMENDMENT

8.1  Termination. 'IhlsAgreementmaybetetmmatedatanyumepnonothc
KSL Effective Time, by action taken or authorized by the Board of Directors of the terminating
party or parties, and except as specifically provided below, whether before or after the KSL
Shareholders Meeting or the VLI Unitholders Meeting:

(8) By mutual written consent of VLI and KSL;

(b) By either VLI or KSL, if the KSL Effective Time shall not have occurred
on or before the date that is ten (10) months after the date hereof (the “Termination Date™); pro-
vided, however, that the right to terminate this Agreement under this Section 8.1(b) shall not be
available to any party whose failure to fulfill any obligation under this Agreement (including
such party’s obligations set forth in Section 6.3) has been the primary cause of, or resulted in, the
failure of the KSL Effective Time to occur on or before the Termination Date;

(c) By either VLI or KSL if any Governmental Entity (i) shall have issued an
order, decree or ruling or taken any other action (which the parties shall have used their reason-
ablebwteﬁ'omtoteslst,molveorhﬁ,asappheable,macoordancewnhSechon63)pcma~
nently restraining, enjoining or otherwise prohibiting the transactions contemplated by this
Agreement, and such order, decree, ruling or other action shall have become final and nonap-
pealable or (ii) shall have failed to issue an order, decree or ruling or to take any other action
which is necessary to fulfill the conditions set forth in Sections 7.1(c), and such denial of a re-
quest to issue such order, decree, ruling or the failure to take such other action shall have become
final and nonappealable (which order, decree, ruling or other action the parties shall have used
their reasonable best efforts to obtain, in accordance with Section 6.3); provided, however, that -
the right to terminate this Agreement under this Section 8.1(c) shall not be available to any party
whose failure to comply with Section 6.3 has been the primary cause of such action or inaction;

(d) By either VLI or KSL, if either the VLI Unitholders Approval or the KSL
Shareholders Approval has not been obtained by reason of the failure to obtain the required vote
at the VLI Unitholders Meeting or the KSL Shareholders Meeting, as applicable;

(¢) By VLI, if KSL shall have breached or failed to perform any of its repre-
sentations, warranties, covenants or other agreements contained in this Agreement, such that the
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conditions set forth in Section 7.2(a) or (b) are not capable of being satisfied on or before the
Termination Date;

()  ByKSL, if VLI shall have breached or failed to perform any of its repre-
sentauons,wmanuu,oovenantsorothcragreemems contained in this Agreement, such that the
conditions set forth in Section 7.3(a) or (b) are not capable of being satisfied on or before the
Termination Date;

. {8) ByKSL, if VLI shall have either (i) failed to make the VLI Recommenda-
tion or effected a Change in the VLI Recommendation (or resolved to take any such action),
whether or not permitted by the terms hereof, or (ii) materially breached its obligations under this
Agreement by reason of a failure to call the VLI Unitholders Meeting in accordance with Section
6.1(c) or a failure to prepare and mail to its shareholders the Joint Proxy Statement/Prospectus in
accordance with Section 6.1(a);

(h) By VLI, if KSL shall have either (i) failed to make the Kaneb Recommen-
dation or effected a Change in the Kaneb Recommendation (or resolved to take any such action),
whether or not permitted by the terms hereof, or (ii) materially breached its obligations under this
Agreement by reason of a failure to call the KSL Shareholders Meeting in accordance with Sec-
tion 6.1(b) or a failure to prepare and mail to the KSL Shareholders the Joint Proxy State-
ment/Prospectus in accordance with Section 6.1(a);

(i By KSL, if the Board of Directors of KSL has provided written notice to
VLI that KSL intends to enter into a binding written agreement for a Superior Proposal (with
such termination becoming effective, if VLI does not make the offer contemplated by clause (iii)
below, on the business day immediately following the five business day period contemplated
thereby, or otherwise, upon KSL entering into such binding written agreement); provided, how-
ever, that (i) KSL shall have complied with Section 6.4 hereof in all material respects; (ii) KSL
shall have (A) notified VLI in writing of its receipt of such Superior Proposal, (B) further noti-
fied VLI in such writing that KSL intends to enter into a binding agreement with respect to such
Superior Proposal subject to clause (iii) below and (C) attached the most current written version
of such Superior Proposal (or a summary containing all material terms and conditions of such
Superior Proposal) to such notice; and (iii) VLI does not make, within five business days after
receipt of KSL’s written notice pursuant to clause (ii) above, an offer that the Board of Directors
of KSL shall have reasonably concluded in good faith (following consultation with its financial
advisor and outside counsel) is at least as favorable to the KSL Shareholders as such Superior
Proposal; or

G) ByVLI fﬁeKPPMergerAgreementhasbeentelmmmdmﬂmNcon-
summation of the transactions contemplated thereby.

82  Effect of Termination.

(a) In the event of termination of this Agreement by KSL or VLI as provided
in Section 8.1, this Agreement shall forthwith become void and there shall be no liability or obli-
gation on the part of any party to this Agreement or their respective officers or directors except
as otherwise expressly set forth herein and except with respect to Section 4.1(s), Sect:on4.2(t),
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the second sentence of Section 6.2, Section 6.5, this Section 8.2 and Article IX, which provisions
shall survive such termination; provided that, notwithstanding anything to the contrary contained
in this Agreement, neither VLI nor KSL shall be relieved or released from any liabilities or dam-
ages arising out of its intentional or willful and material breach of this Agreement.

(® If (A) (1) KSL or VLI terminates this Agreement pursuant to Section
8.1(d) as a result of the failure to obtain the required vote at the KSL Sharcholder Meeting, or
pursuant to Section 8.1(b) without the KSL Shareholder Meetings having occurred, (I) VLI ter-
minates this Agreement pursuant to Section 8.1(h), (II) VLI terminates this Agreement pursuant
to Section 8.1(¢), or (IV) KSL terminates this Agreement pursuant to Section 8.1(i), (B) at any
time after the date of this Agreement and before such termination an Acquisition Proposal with
respect to KSL shall have been publicly announced or otherwise communicated to the senior
management, Board of Directors of KSL, or to KSL Shareholders and (C) within 18 months of -
such termination KSL or any of its Subsidiaries enters into any definitive agreement with respect
to, or the Board of Directors of KSL or any of its Subsidiaries recommends that KSL Sharehold-
ers approve, adopt or accept, any Acquisition Proposal and such Acquisition Proposal is con-
summated at any time, KSL shall promptly, but in no event later than one Business Day, after
consummation of such Acquisition Proposal, pay VLI, subject to the last sentence of Section
8.2(d), an aggregate amount equal to the KSL Termination Fee by wire transfer of immediately
available funds. '

(¢) If (A) (D KSL or VLI terminates this Agreement pursuant to Section
8.1(d) as a result of the failure to obtain the required vote at the VLI Unitholders Meeting, or
pursuant to Section 8.1(b) without the VLI Unitholders Meetings having occurred, (II) KSL ter-
minates this Agreement pursuant to Section 8.1(f), or (IIT) KSL terminates this Agreement pur-
suant to Section 8.1(g), (B) at any time after the date of this Agreement and before such termina-
tion there shall have been publicly announced or otherwise communicated to Parent GP, VLI GP,
the senior management or unitholders of VLI a proposal for the acquisition by a third party of
10% or more of the consolidated assets (including stock of its Subsidiaries) of VLI and its Sub-
sidiaries, taken as a whole, or of 10% or more of its total voting power, whether by merger, reor-
ganization, share exchange, consolidation, business combination, recapitalization, liquidation,
dissolution, tender offer or exchange offer or similar transaction or series of related transactions
and (C) within 18 months of the such termination VLI or any of its Subsidiaries consummates or
enters into any definitive agreement with respect to, or VLI GP or any of its Subsidiaries rec-
ommends that its respective unitholders or stockholders approve, adopt or accept, a transaction
or series of related transactions contemplated by clause (B), then in the case of a termination,
VLI shall promptly, but in no event later than one Business Day, after consummation of the
transactions contemplated by clause (B), pay KSL, subject to the last sentence of Section 8.2(d),
an aggregate amount equal to the VLI Termination Fee by wire transfer of immediately available
funds.

(d  The parties hereto acknowledge that the agreements contained in this Sec-
tion 8.2 are an integral part of the transactions contemplated by this Agreement, and that, without
these agreements, neither party would enter into this Agreement; accordingly, if either party fails
promptly to pay any amount due pursuant to this Section 8.2, and, in order to obtain such pay-
ment, the other party commences a suit which results in a judgment against such party for the fee
set forth in this Section 8.2, such party shall pay to the other party its costs and expenses (includ-
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ing attoneys’ fees and expenses) in connection with such suit, together with interest on the
amount of the fee at the prime rate of Citibank, N.A. in effect on the date such payment was re-
quired to be made, notwithstanding the provisions of Section 6.5. The parties hereto agree that
any remedy or amount payable pursuant to this Section 8.2 shall not preclude any other remedy
or amount payable hereunder, and shall not be an exclusive remedy, for any willful and material
breach of any representation, warranty, covenant or agreement contained in this Agreement. The
parties agree that any KSL Termination Fee payable hereunder, together with any Kaneb Termi-
nation Fee previously paid under the KPP Merger Agreement, shall not exceed $25 million, and
that any VLI Termination Fee payable hereunder, together with any VLI Termination Fee previ-
ously paid under the KPP Merger Agreement, shall not exceed $25 million. - _

8.3 Amendment. This Agreement may be amended by the parties hereto, by ac-
tion taken or authorized by their respective Boards of Directors or General Partner, as applicable,
at any time before or after the KSL Shareholders Approval or the VLI Unitholders Approval,
but, after any such approval, no amendment shall be made which by law or in accordance with
the rules of any relevant stock exchange requires further approval by such shareholders or uni-
tholders without such further approval. ThnsAgreementmaynotbeamendedexceptbyanm-
strument in writing signed on behalf of each of the parties hereto. .

8.4 Extension: Waiver. At anyﬁmepriortotheKSL Effective Time, the parties
hereto, by action taken or authorized by their respective Boards of Directors or General Partner,
as applicable, may, to the extent legally allowed, (i) extend the time for the performance of any
of the obligations or other acts of the other parties hereto, (ii) waive any inaccuracies in the rep-
resentations and warranties contained herein or in any document delivered pursuant hereto and
(iii) waive compliance with any of the agreements or conditions contained herein. Any
ment on the part of a party hereto to any such extension or waiver shall be valid only if set forth
in a written instrument signed on behalf of such party. The failure of any party to this Agree-
ment to assert any of its rights under this Agreement or otherwise shall not constitute a waiver of
those rights.

ARTICLE IX.

GENERAL PROVISIONS

9.1 on-Survi ; and Agree
mempresmmnms,wmmu&ngenmmdothuagreemumthmwormmym-
strument delivered pursuant to this Agreement, including any rights arising out of any breach of
such representations, warranties, covenants, agreements and other provisions, shall survive the
Effective Times, except for those covenants, agreements and other provisions contained herein
that by their terms apply or are to be performed in whole or in part after the Effective Times and
this Article IX.

9.2  Notices. All notices and other communications hereunder shall be in writ-
ing and shall be deemed duly given (2) on the date of delivery if delivered personally, or by tele-
copy or facsimile, upon verbal confirmation of receipt, (b) on the first Business Day following
the date of dispatch if delivered by a recognized next-day courier service, or (c) on the fifth
Business Day following the date of mailing if delivered by registered or certified mail, return re-
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ceipt requested, postage prepaid. All notices hereunder shall be delivered as set forth below, or
_) pursuant to such other instructions as may be designated in writing by the party to receive such

notice:
) if to any of the VLI Entities to:
Valero L.P. /aj“'
One Valero Way A

San Antonio, Texas 78249
Attention: Bradley Bihon, Esq.
with a copy to:

Andrews Kurth LLP

600 Travis, Suite 4200
Houston, Texas 77002

Attention: Gislar Donnenberg, Esq.
and:
Wachtell, Lipton, Rosen & Katz

51 West 52nd Street
New York, New York 10019

Attention: Edward D. Herlihy, Esq.
Lawrence S. Makow, Esq.

@) iftoKSLto:

2435 North Central Expressway, Suite 700
Richardson, Texas 75080

Attention: John Barnes
with a copy to:

Fulbright & Jaworski L.L.P.
1301 McKinney, Suite 5100
Houston, Texas 77010

Attention: John Watson, Esq.
9.3  Interpretation. When a reference is made in this Agreement to Articles,
Sections, Exhibits or Schedules, such reference shall be to an Article or Section of or Exhibit or

Schedule to this Agreement unless otherwise indicated. The table of contents and headings con-
o tained in this Agreement are for reference purposes only and shall not affect in any way the
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meaning or interpretation of this Agreement. Whenever the words “include,” “includes” or “in-
cluding” are used in this Agreement, they shall be deemed to be followed by the words “without
limitation.” No provision of this Agreement shall be construed to require VLI or KSL or any of
their respective Subsidiaries or Affiliates to take or omit to take any action if doing so would vio-
late any applicable obligation (arising in law or equity), rule or regulation.

94  Counterparts. This Agreement may be executed in one or more counter-
parts, all of which shall be considered one and the same agreement and shall become effective
when one or more counterparts have been signed by each of the parties and delivered to the other
party, it being understood that both parties need not sign the same counterpart.

9.5

(a)  This Agreement, the Confidentiality Agreement, the Support Agreement
and the exhibits and schedules hereto and the other agreements and instruments of the parties
delivered in connection herewith constitute the entire agreement and supersede all prior agree-
ments and understandings, both written and oral, among the parties with respect to the subject
matter hereof.

(b)  This Agreement shall be binding upon and inure solely to the benefit of
cach party hereto, and nothing in this Agreement, express or implied, is intended to or shall con-
fer upon any other Person any right, benefit or remedy of any nature whatsoever under or by res-
son of this Agreement, other than Section 6.7 (which is intended to be for the benefit of the Per-
sons covered thereby). .

9.6 Goveming Law. ThnsAgreementshallbegovernedandconmledmae-
cordance with the laws of the State of Delaware (wlthom giving effect to choice of law principles
thereof).

9.7  Severability. If any term or other provision of this Agreement is invalid,
illegal or incapable of being enforced by any law or public policy, all other terms and provisions
of this Agreement shall nevertheless remain in full force and effect so long as the economic or
legal substance of the transactions contemplated hereby is not affected in any manner materially
adverse to any party. Upon such determination that any term or other provision is invalid, illegal
or incapable of being enforced, the parties hereto shall negotiate in good faith to modify this
Agreement so as to effect the original intent of the parties as closely as possible in an acceptable
mamamorderthﬁthehnwhomwntanplatedhaebymconsummmdasmglmﬂywn-
templated to the greatest extent possible.

9.8  Assignment. Neither this Agreement nor any of the rights, interests or ob-
ligations hereunder shall be assigned by any of the parties hereto, in whole or in part (whether by
operation of law or otherwise), without the prior written consent of the other party, and any at-
tempt to make any such assignment without such consent shall be null and void. Subject to the

ing sentence, this Agreement will be binding upon, inure to the benefit of and be enforce-
able by the parties and their respective successors and assigns.

9.9 ymissi isdicti aivers. Each of the VLI Entities and KSL
mvocablyagtmthatmylegdacuonorpmdmgwnhmspecttothlsAgmemmtmfornc-
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ognition and enforcement of any judgment in respect hereof brought by the other party hereto or
its successors or assigns may be brought and determined in the Chancery or other Courts of the
State of Delaware, and each of the VLI Entities and KSL hereby irrevocably submits with regard
to any such action or proceeding for itself and in respect to its property, generally and uncondi-
tionally, to the nonexclusive jurisdiction of the aforesaid courts. Each of the VLI Entities and
KSL hereby irrevocably waives, and agrees not to assert, by way of motion, as a defense, coun-
terclaim or otherwise, in any action or proceeding with respect to this Agreement, (a) any claim
that it is not personally subject to the jurisdiction of the above-named courts for any reason other
than the failure to lawfully serve process, (b) that it or its property is exempt or immune from
Junsdxcuonofanysuchcom'torﬁ'omanylegalpmmoommemedmsucheomts(whethu
through service of notice, attachment prior to judgment, attachment in aid of execution of judg-
ment, execution of judgment or otherwise), and (c) to the fullest extent permitted by applicable
law, that (i) the suit, action or proceeding in any such court is brought in an inconvenient forum,
(u)thcvmmofswhsmhachonmpmeeedmgmxmpmpaand(m)thmAmM,mﬂ)esub-
]ectmatterhmeof,maynotbecnfm'eedmorbysuchcom :

9.10 Waiver of Jury Trial. EACH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT AND ANY OF THE AGREEMENTS DELIVERED IN
CONNECTION HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR
THEREBY. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRE-
SENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE
EVENT OF LITIGATION, SEEK TO ENFORCE EITHER OF SUCH WAIVERS, (B) IT UN-
DERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVERS, (C) IT
MAKES SUCH WAIVERS VOLUNTARILY, AND (D) IT HAS BEEN INDUCED TO EN-
TER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS
AND CERTIFICATIONS IN THIS SECTION 9.10.

9.11 Enforcement. The parties hereto agree that irreparable damage would oc-
cur in the event that any of the provisions of this Agreement were not performed in accordance
with their specific terms. It is accordingly agreed that the parties hereto shall be entitled to spe-
cnﬂcperformanoeofthetermshueofth:sbemgmaddmontoanyotbetmmedytowhxchthey
are entitled at law or in equity.

[The remainder of this page is intentionally left blank.]
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IN WITNESS WHEREOF, VALERO L.P.,, RIVERWALK LOGISTICS, L.P.,
VALERO GP, LLC, VLI SUB A LLC, and KANEB SERVICES LLC, have caused this Agree-
ment to be signed by their respective officers thereunto duly authorized, all as of the date first
written above.

VALEROL.P.

By:

Name:
Title:

RIVERWALK LOGISTICS, L.P.

By:

Name:
Titde: -

VALERO GP, LLC

By:

Name:
Title:

VLISUB A

By:

Name:
Title:

KANEB SERVICES LLC

By:

Name:
Title:
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) IN WITNESS WHEREOF, VLI, VLI GP, PARENT GP, VLI SUB A, and KSL, have
caused this Agreement to be signed by their respective officers thereunto duly authorized, all as
of the date first written above.

VALERO L.P., by its General Partner,
Riverwalk Logistics, L.P., by its General Partner,

Valero GP, LLC ‘
o
Name: Curtis V. i
Title: Chief Executive Officer and President

RIVERWALK LOGISTICS, L.P., by its General
Partner, Valero GP, LLC

o (YA e

Name: Curtis V. Anastasio
Title: Chief Executive Officer and President

VLISUBALLC

By Cy A o

p——
-

Name: Curtis V. Anastasio
Title: Chief Executive Officer and President
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AND
KANEB PIPE LINE COMPANY LLC
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AGREEMENT AND PLAN OF MERGER, dated as of October 31, 2004 (this

“Agreement”), by and among Valero L.P., a Delaware limited partnership (“YLI™), Riverwalk
Logistics, L.P., a Delaware limited partnership and the general partner of VLI “YLIGP”),
Valero GP, LLC, a Delaware limited liability company and the general partner of VLI GP
(“Barent GP™), VLI Sub B LLC, a Delaware limited liability company and a wholly-owned
subsidiary of VLI (“VLI Sub B”, and collectively with VLI, VLI GP, and Parent GP, the “YLI
Entities” and cach a “VLI Entity”), Kaneb Pipe Line Partners, L.P., a Delaware limited
partnership (“KPP”), and Kaneb Pipe Line Company LLC, a Delaware limited liability company

- that is the general partner of KPP (“KPP GP”, and collectively with KPP the “Kaneb Entities”
and each a “Kaneb Entity”).

WITNESSETH:

WHEREAS, the VLI Entities and the Kaneb Entities desire that VLI and KPP
combine their businesses on the terms and conditions set forth in this Agreement; and

WHEREAS, simultaneously with, and as a condition to, the execution hereof,
VLI, VLI GP, Parent GP, VLI Sub A LLC, a Delaware limited liability company and wholly-
owned subsidiary of VLI (“XIJ_S;LA")andeebServimLLC,aDehmlimitedliabﬂity
company and parent of KPP GP (“KSL") are entering into an Agreement and Plan of Merger (the
“K&Mmﬂmf’)pmuammwhichVLISubA“dﬂmugewithmdianSL(“ﬂw
“KSL Merger”). :

WHEREAS, simultaneously with, and as a condition to, the execution hereof,
Messrs. Barnes and Doherty are executing a support agreement substantially in the form of
Exhibit B hereto (the “Support Agreement™).

NOW, THEREFORE, in consideration of the foregoing and the respective
representations, warranties, oovenantsandagreememssetforthinthisAgreement,andintending
to be legally bound hereby, the parties hereto agree as follows:

ARTICLE I

CERTAIN DEFINITIONS

As used in this Agreement, the following terms shall have the respective
meanings set forth below:

“Acquisition Propogsal” shall have the meaning set forth in Section 6.5(a)i).
“Additiopal Limited Partner” shall have the meaning given such term in the VLI

Partnership Agreement.

“Affiliate” shall have the meaning given such term in Rule 12b-2 under the
Exchange Act.

“Affiliate Agreement” shall have the meaning set forth in Section 6.12.
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“Agreement” shall have the meaning set forth in the preamble.

“Assets” means all of the assets (including the Kaneb Real Property or the VLI
Real Property, as the case may be, and tangible and intangible assets) used or necessary for the
conduct of KPP’s or VLI’s, as the case may be, and their respective Subsidiaries’ businesses as
they are presently conducted.

“Average Closing Price” means as of any date, the mean average of the mean
average of the daily high and low sale price of a VLI Common Unit as reported on the NYSE
Composite Transactions Reporting System for the ten consecutive NYSE full trading days (in
which such common units are traded on the NYSE) ending at the close of trading on the NYSE
full trading day immediately preceding such date.

“beneficial ownership” or “beneficially own” shall have the meaning ascribed to
such terms under Section 13(d) of the Exchange Act and the rules and regulations thereunder.

“Benefit Plan” means, with respect to any entity, any employee compensation,
benefit plan, program, policy, practice, agreement, contract or other arrangement providing
benefits to any current or former employee, officer or director of such entity or any of its
Subsidiaries or any beneficiary or dependent thereof that is sponsored or maintained by such
entity or any of its Subsidiaries or to which such entity or any of its Subsidiaries contributes or is
obligated to contribute or with respect to which such entity or any of its Subsidiaries may have
any liability, contingent or otherwise, whether or not written, including without limitation, any
employee welfare benefit plan within the meaning of Section 3(1) of ERISA, any employee
pension benefit plan within the meaning of Section 3(2) of ERISA (whether or not such plan is
subject to ERISA) and any bonus, incentive, deferred compensation, vacation, stock purchase,
stock option, severance, employment, change of control or fringe benefit plan, program, policy
or agreement and any related trusts or other funding vehicles.

“Business Day” means any day on which banks are not required or authorized to
close in the City of New York.

“Certificate of Merger” shall have the meaning set forth in Section 2.2.

Section 6.1(b).

“Change in the VLI Recommendation™ shall have the meaning set forth in Section
6.1(c).

“Closing” shall have the meaning set forth in Section 2.4.

“Closing Date” shall have the meaning set forth in Section 2.4.
“Code” shall mean the Internal Revenue Code of 1986, as amended.
“Condition Date” shall have the meaning set forth in Section 2.4
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“Confidentiality Agreement” shall have the meaning set forth in Section 6.3.
“DOJ” means the Antitrust Division of the U.S. Department of Justice.
“DRULPA” shall have the meaning set forth in Section 2.2.

“Effective Times” shall have the meaning set forth in Section 2.2.
“Encumbrances” shall have the meaning set forth in Section 4.1(b)i).
“Environmental Laws” shall have the meaning set forth in Section 4.1()(ii)1).
“Environmental Permits” shall have the meaning set forth in Section 4.1(1)(iXa).

“ERISA” means the Employee Retirement Income Security Act of 1974, as
amended. ’

“ERISA Affiliate” means, with respect to any entity, trade or business, any other
entity, trade or business that is a member of a group described in Section 414(b), (c), (m) or (0)
of the Code or Section 4001(b)(1) of ERISA that includes the first entity, trade or business, or
that is a member of the same “controlled group” as the first entity, trade or business pursuant to
Section 4001(a)(14) of ERISA.

“Exchange Act” means the Securities Exchange Act of 1934, as amended.

“Exchange Agent” shall have the meaning set forth in Section 3.2.

“Exchange Fund” shall have the meaning set forth in Section 3.2.

“Exchange Ratio™ shall have the meaning set forth in Section 3.1(a)ii).

“Expenses” means all out-of-pocket expenses (including all fees and expenses of
counsel, accountants, investment bankers, experts and consultants to a party and its affiliates)

incurred by a party or on its behalf in connection with or related to the authorization, preparation,
negotiation, execution and performance of this Agreement and the transactions contemplated

hereby, including the preparation, printing, filing and mailing of the Joint Proxy
Statement/Prospectus and the Form S-4 and the solicitation of stockholder, member and/or
limited partner approvals and all other matters related to the transactions contemplated hereby
and thereby.

“Form S-4” shall have the meaning set forth in Section 4.1(d)(iii).

“FTC” means the U.S. Federal Trade Commission.

“GAAP” means U.S. generally accepted accounting principles.

“Governmental Entity” shall have the meaning set forth in Section 4.1(d)(vii).
“Hazardous Substances” shall have the meaning set forth in Section 4.1(IXii)(2).
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“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended.

“Indemnified Party” shall have the meaning set forth in Section 6.7(b).
“Indemnified Parties” shall have the meaning set forth in Section 6.7(b).

“Intellectual Property” means all patents, trademarks, trade names, service marks,
copyrights, and any applications therefor, technology, know-how, computer software programs

- or applications, and tangible or intangible proprietary information or materials.

“Joint Proxy Statement/Prospectus” shall have the meaning set forth in Section
4.1(d)(iii).

“Kaneb Benefit Plan” means each Benefit Plan sponsored, maintained or
contributed to by KPP or any of its Subsidiaries, or to which KPP or any of its Subsidiaries is
required to contribute, or with respect to which KPP or any of its Subsidiaries may have any
liability, contingent or otherwise.

“Kaneb Board Designees” shall have the meaning set forth in Section 6.2.
“Kaneb Contract” shall have the meaning set forth in Section 4.1()(i).
“Kaneb Disclosure Schedule” shall have the meaning set forth in Section 4.1.
“Kaneb Employees” shall have the meaning set forth in Section 6.8(3).

“Kaneb Entities” or “Kaneb Entity” shall have the meaning set forth in the
preamble.

nts” shall mean the KPP Partnership

Agreement and the LL Agreemen
“Kaneb Partially Owned Entities” means Partially Owned Entities of KPP.

“Kaneb Pipeline Systems” means all refined petroleum, anhydrous ammonia and
other pipelines, lateral lines, pumps, pump stations, storage facilities, terminals and other related
operations, assets, machinery and equipment that are located on or under the Kaneb Real
Property and that are used or necessary for the conduct of KPP’s and its Subsidiaries’ businesses

as they are presently conducted.
“Kaneb Plan” means any Kaneb Benefit Plan other than a Multiemployer Plan.
“Kaneb Qualified Plans™ shall have the meaning set forth in Section 4.1(m)(iii).

“Kaneb Real Property” means all real property used by KPP and its Subsidiaries’
businesses or necessary for the conduct of KPP’s and its Subsidiaries’ businesses, as they are
presently conducted.
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) “Kaneb Recommendation” shall have the meaning set forth in Section 6.1(b).
- “Kaneb SEC Documents” shall have the meaning set forth in Section 4.1(e).

“Kaneb Termination Fee” means $25,000,000.

“Knowledge™ or “Known” means, with respect to any entity, the knowledge of
such entity’s (or its general partner’s) executive officers after reasonable inquiry.

“KPP” shall have the meaning set forth in the preamble.

“KPP Certificate” shall have the meaning set forth in Section 3.1(a).
“KPP Consideration” shall have the meaning set forth in Section 3.1(a).
“KPP Effective Time" shall have the meaning set forth in Section 2.2.
“KPP GP” shall have the meaning set forth in the preamble.

“KPP GP LLC Agreement” means the Amended and Restated Limited Liability
Company Agreement of KPP GP, dated July 2, 2001.

“KPP Merger” shall have the meaning set forth in Section 2.1.

“KPP Partnership Agreement” means the Amended and Restated Partnership
:) Agreement of KPP, dated July 23, 1998, as amended October 27, 2003.

“KPP 2003 10-K” means KPP’s Annual Report on Form 10-K for the fiscal year
ended December 31, 2003, as filed with the SEC.

“KPP _Unit” shall have the meaning given the term “Common Unit” in the KPP
Partnership Agreement.

“KPP Unitholders” means the holders of the KPP Units.

“KEP Unitholders Approval” means the approval and adoption of this Agreement
and the transactions contemplated hereby by the KPP Unitholders holding at least a majority of
outstanding KPP Units, including the affirmative vote of the KPP Unitholders holding at least a
majority of the outstanding KPP Units (other than those beneficially owned by VLI or any
Affiliate thereof or by any Kaneb Entity, or any Affiliate thereof, including KSL) that are
present, in person or by proxy, at the KPP Unitholders Meecting.

“KPP Unitholders Meeting” shall have the meaning set forth in Section 4.1(cX(i).
“KSL” shall have the meaning set forth in the recitals.
“KSL Effective Time” shall have the meaning set forth in Section 2.2."

) “KSL Merger” shall have the meaning set forth in the recitals.
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“KSL Merger Agreement” shall have the meaning set forth in the recitals.
“KSL Owned Units” means KPP Units directly or indirectly owned by KSL.
“Letter of Transmittal” shall have the meaning set forth in Section 3.3.

“LLC Act” shall have the meaning set forth in Section 2.2.

“Material Adverse Effect” means, with respect to any entity or group of entities, a
material adverse effect on (i) the business, operations, results of operations or financial condition
of such entity or entities and its or their Subsidiaries taken as a whole or (ii) the ability of such
entity or entities to timely consummate the transactions contemplated by this Agreement, except,
in each case, to the extent such effect is reasonably attributable to (A) general political and
economic conditions (including prevailing interest rate and stock market levels), (B) the general
state of the industries in which such entity operates, except to the extent such entity or entities
are substantially disproportionately affected, (C) the negotiation, announcement, execution or
delivery of this Agreement or (D) any outbreak of hostilities, terrorism or war, other than any
terrorist or similar act directed at or directly impacting the business or assets of such entity or its
Subsidiaries.

“Multiemployer Plan” means any “multiemployer plan” within the meaning of
Section 4001(a)(3) of ERISA.

“Muitiple Employer Plan” shall have the meaning set forth in Section 4.l(m)(vi).
“Necessary Consents” shall have the meaning set forth in Section 4.1(d)(vi).
“New Plans” shall have the meaning set forth in Section 6.8(b).

“NYSE” means the New York Stock Exchange, Inc.

“Qld Plans” shall have the meaning set forth in Section 6.8(b).

“Other Approvals” shall have the meaning set forth in Section 4.1(d)(ii).

“Qther Party” means, with respect to the VLI Entities, the Kaneb Entities, and
with respect to the Kaneb Entities, the VLI Entities.

“Parent GP” shall have the meaning set forth in the preamble.
“Partially Owned Entity” means, with respect to a specified Person, any other
Person that is not a Subsidiary of such specified Person but in which such specified Person,

directly or indirectly, owns 30% or more of the equity interests thereof (whether voting or non-
voting and including beneficial interests).

“PBGC” shall have the meaning set forth in Section 4.1(m)(v).

“Permitted Encumbrances” means (A) liens for current Taxes not yet due and
payable or for Taxes the validity of which is being contested in good faith in appropriate
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proceedings, (B) Property Restrictions imposed or promulgated by law or any Governmental
Entity with respect to the Kaneb Real Property or the VLI Real Property, as the case may be,
including zoning regulations, provided they do not materially adversely affect the current use of
the applicable real property, (C) mechanics’, carriers’, workmen's and repairmen’s liens which
do not materially detract from the value of or materially interfere with the present use of any
Kaneb Real Property or VLI Real Property, as the case may be, or assets subject thereto or
affected thereby and which have arisen or been incurred in the ordinary course of business, and
(D) such other Encumbrances that are de minimis or immaterial individually and in the

aggregate.

“Person” means an individual, corporation, limited liability company, partnership,
association, trust, unincorporated organization, other entity or group (as defined in the Exchange
Act).

“Policies” shall have the meaning set forth in Section 4.1(k)(i).

“Property Restrictions” means rights of way, easements, laws, restrictions,
ordinances and regulations affecting building use and occupancy.

“Regulatory Law” means the HSR Act, and all other federal, state and foreign, if
any, statutes, rules, regulations, orders, decrees, administrative and judicial doctrines and other
laws that are designed or intended to prohibit, restrict or regulate (i) mergers, acquisitions or
other business combinations, (ii) foreign investment, or (iii) actions having the purpose or effect
of monopolization or restraint of trade or lessening of competition.

“Release” shall have the meaning set forth in Section 4.1(1)(ii)(3).
“Required Approvals” shall have the meaning set forth in Section 6.4(a)i).

“Rights of Way” means a right-of-way, easement, permit, servitude, license or
similar right through real property.

“SEC” means the U.S. Securities and Exchange Commission.
“Securities Act” means the Securities Act of 1933, as amended.

“Subsidiary” shall have the meaning ascribed to such term in Rule 1-02 of
Regulation S-X of the SEC. For the avoidance of doubt, with respect to KPP, a Subsidiary
includes Kaneb Pipe Line Operating Partnership, L.P. and any Subsidiary thereof.

“Superior Proposal” shall mean, for purposes of this Agreement, a bona fide
written Acquisition Proposal with respect to KPP which the Board of Directors of KPP GP
concludes in good faith, after consultation with its respective financial advisors and legal
advisors, taking into account all legal, financial, regulatory and other aspects of the proposal and
the Person making the proposal (including any break-up fees, expense reimbursement provisions
and conditions to consummation), as well as after giving effect to all of the adjustments which
may be offered by VLI pursuant to clause (B) of the final proviso in this definition below, (i) is .
more favorable to the KPP Unitholders, from a financial point of view, than the transactions

45530527.7
-7-



contemplated by this Agreement, and (ii) is fully financed or reasonably capable of being fully
financed and otherwise reasonably capable of being completed on the terms proposed; provided
that, for purposes of this definition of “Supenor Proposal,” the term Acquisition Proposal shall
have the meaning assigned to such term in Section 6.5(a)(i), except that the reference to “10% or
more” in the definition of “Acquisition Proposal” shall be deemed to be a reference to “a
majority” and “Acquisition Proposal” shall only be deemed to refer to a transaction involving a
majority of the equity securities of KPP or all or substantially all of the consolidated assets of the
KPP and its Subsidiaries; provided further that no Acquisition Proposal shall constitute a
Superior Proposal unless (A) KPP GP has notified VLI, at least five Business Days in advance,
of the intention to effect a Change in the Kaneb Recommendation in accordance with Section 6.5
hereof on the basis of such Acquisition Proposal, specifying the material terms and conditions of
any such Acquisition Proposal and furnishing to VLI a copy of the relevant proposed transaction
agreements, if such exist, with the party making such Acquisition Proposal, and (B) during the
period of not less than five Business Days following KPP GP’s delivery of the notice referred to
in clause (A) above and prior to effecting such a Change in the Kaneb Recommendation, have
negotiated, and have used reasonable best efforts to cause their respective financial and legal
advisors to negotiate, with VLI in good faith (to the extent that VLI desires to negotiate) to make
such adjustments in the terms and conditions of this Agreement so that such Acquisition
Proposal ceases to constitute a Superior Proposal.

“Support Agreement” shall have the meaning set forth in the recitals.

“Surviving Partnership” shall have the meaning ascribed to such term in
Section 2.1.

“Taxes” means any and all taxes, assessments, fees and other governmental
charges imposed by any Governmental Entity, including without limitation, income, profits,
gross receipts, net proceeds, alternative or add-on minimum, ad valorem, value added, turnover,
sales, use, property, personal property (tangible and intangible), environmental (including taxes
under section 59A of the Code), stamp, leasing, lease, user, excise, duty, franchise, capital stock,
transfer, registration, license, withholding, social security (or similar), unemployment, disability,
payroll, employment, fuel, excess profits, occupational, premium, windfall profit, severance,
estimated, or other charge of any kind whatsoever, including any interest, penalty, or addition
thereto, whether disputed or not.

“Tax Return” means any return, report or similar statement (including any
attached schedules) required to be filed with respect to any Tax, including any information
return, claim for refund, amended return or declaration of estimated Tax.

“Termination Date™ shall have the meaning set forth in Section 8.l(b)..

“VLI” shall have the meaning set forth in the preamble.

“VLI Benefit Plan” means each VLI Stock Plan and any other Benefit Plan

sponsored, maintained or contributed to by any of the VLI Entities or their respective
Subsidiaries, or to which any of the VLI Entities or any of their respective Subsidiaries is
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required to contribute, or with respect to which any of the VLI Entities or any of their
Subsidiaries may have any liabilities, contingent or otherwise.

“VLI Common Unit” shall have the meaning given the term “Common Unit” in
the VLI Partnership Agreement.

“VLI Contract” shall have the meaning set forth in Section 4.2(j).

“VLI Disclosure Schedule” shall have the meaning set forth in Section 4.2.
“VL] Entities” shall have the meaning set forth in the preamble.

“VLI GP” shall have the meaning set forth in the preamble.

“VLI Incentive Distribution Rights” shall have the meaning given the term
“Incentive Distribution Rights” in the VLI Partnership Agreement.

“VYL] Partially Owned Entities” means Partially Owned Entities of the VLI
Entities.
“VLI Partnership Agreement” means the Third Amended and Restated

Agreement of Limited Partnership of VLI, dated as of March 18, 2003 as amended as of
March 11, 2004.

“VLI Pipeline Systems” means all refined petroleum and other pipelines, lateral
lines, pumps, pump stations, storage facilities, terminals and other related operations, assets,

i and equipment that are located on or under the VLI Real Property and that are used or
necessary for the conduct of VLI’s and its Subsidiaries’ businesses as they are presently
conducted.

“VLI Plan” means any VLI Benefit Plan other than a Multiemployer Plan.

“VLI Qualified Plans” shall have the meaning set forth in Section 4.2(m)\(iii).

“VLI Real Property” means ali real property used by VLI's and its Subsidiaries®
businesses or necessary for the conduct of VLI’s and its Subsidiaries’ businesses, as they are
presently conducted.

“VLI Recommendation™ shall have the meaning set forth in Section 6.1(c).

“YLI SEC Documents” shall have the meaning set forth in Section 4.2(¢).

“VLI Stock Plan” shall mean the employee and director stock plans of VLI.

“VLI Sub A” shall have the meaning set forth in the recitals.

“VLI Sub B” shall have the meaning set forth in the preamble.

45530527.7



“VLI Subordinated Units” shall have the meaning given the term “Subordinated
Unit” in the VLI Partnership Agreement.

“VLI Termination Fee” means $25,000,000.

VLI 2003 10-K” means VLI’s Annual Report on Form lO-K for the fiscal year
ended December 31, 2003, as filed with the SEC.

“VLI Unitholders” shall have the meaning set forth in Section 4.2(cXi).
“VLI Unitholders Approval” shall have the meaning set forth in Section 4.2(c)(i).
“VLI Unitholders Meeting” shall have the meaning set forth in Section 4.2(c)).

“Voting Debt” means any bonds, debentures, notes or other indebtedness having
the right to vote on any matters on which holders of capital stock or members or partners of the
same issuer may vote.

“Withdrawal Liability” means liability to a Multiemployer Plan as a result of a
complete or partial withdrawal from such Multiemployer Plan, as those terms are defined in Part
1 of Subtitle E of Title IV of ERISA.

ARTICLE I

THE MERGER

2.1 The Merger. Upon the terms and subject to the conditions hereof,
immediately following the KSL Effective Time, at the KPP Effective Time, VLI Sub B shall be
merged with and into KPP (the “KPP Merger™), with KPP as the surviving entity in the KPP
Merger (the “Surviving Partnership”), and the separate existence of VLI Sub B shall thereupon

cease.

2.2  Effective Time of the Merger. The KPP Merger shall become effective as
set forth in (or, if not set forth, at the time of filing) a properly executed certificate of merger, in
accordance with the Delaware Revised Uniform Limited Partnership Act (the “DRULPA”) and
the Delaware Limited Liability Company Act (the “LLC Act”), as applicable, duly filed with the

Secretary of State of the State of Delaware (the “Certificate of Merger™), which filing shall be
made on the Closing Date. As used in this Agreement, the term “KSL Effective Time” shall
mean the date and time when the KSL Merger becomes effective, the term “KPP Effective
Time” shall mean the date and time when the KPP Merger becomes effective, which date and
time shall immediately succeed the KSL Effective Time (unless waived by KPP and VLI), as
each is set forth in (or, if not set forth, at the time of filing) the relevant Certificate of Merger,
and the term “Effective Times” shall mean the KSL Effective Time and the KPP Effective Time.

2.3 Effects of the Merger. The KPP Merger shall have the effects set forth in
the applicable provisions of the DRULPA and the LLC Act.
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24  Closing. Upon the terms and subject to the conditions set forth in Article
VII and the termination rights set forth in Article VIII, the closing of the transactions
contemplated by this Agreement (the “Closing™) will take place at the offices of Wachtell,
Lipton, Rosen & Katz, 51 West 52nd Street, New York, New York, 10019 at 10:00 A.M. on the
date that is the second full NYSE trading day to occur after the date (the “Condition Date™)
following the satisfaction or waiver (subject to applicable law) of the conditions (excluding
conditions that, by their nature, cannot be satisfied until the Closing Date) set forth in Article
VI, unless this Agreement has been theretofore terminated pursuant to its terms or unless
another place, time or date is agreed to in writing by the parties hereto (the date of the Closing
being referred to herein as the “Cloging Date™).

2.5  Partnership Agreement. At the KPP Effective Time, the Partnership
Agreement of the Surviving Partnership shall be the KPP Partnership Agreement, as in effect
immediately prior to the KPP Effective Time, until thereafter changed or amended as provided
therein or by applicable law.

2.6  Altemnative Transaction Structures. The parties agree that VLI, with the
consent of KPP, which shall not be unreasonably withheld or delayed, may change the method
and structure of effecting the KPP Merger, and the Kaneb Eantities shall cooperate in such efforts,
including by entering into appropriate amendments to this Agreement; provided, however, that
any actions taken pursuant to this Section 2.6 shall not (i) alter or change the kind or amount of
consideration to be issued to KPP Unitholders as provided for in this Agreement, (ii) adversely
affect the tax consequences of the receipt of such consideration by the KPP Unitholders, (iii)
materially delay receipt of any Required Approvals, or (iv) otherwise cause any condition to
Closing set forth in Article VII to be materially delayed or to be materially more difficult to
fulfill (unless duly waived by the party entitled to the benefits thereof).

ARTICLE III
CONVERSION OF SECURITIES
3.1 of the M 0

(a)  Atthe KPP Effective Time, by virtue of the KPP Merger and without any
action on the part of any holder of any KPP Units:

@) If the KSL Merger shall have occurred, all KPP Units that are KSL
Owned Units immediately prior to the KPP Effective Time shall cease to be outstanding and
shall be cancelled and retired and shall cease to exist.

(ii)  Subject to Sections 3.1(a)(i), 3.1(b) and 3.6, each outstanding KPP
Unit issued and outstanding immediately prior to the KPP Effective Time shall be converted into
the right to receive a number of VLI Common Units equal to (i) if the Average Closing Price as
of the Condition Date is equal to or less than $54.39, 1.1307; (ii) if the Average Closing Price as
of the Condition Date is between $54.39 and $60.11, a quotient, the numerator of which is
$61.50 and the denominator of which is the Average Closing Price as of the Condition Date
(such quotient to be rounded to the nearest ten thousandth), or (iii) if the Average Closing Price
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as of the Condition Date is equal to or greater than $60.11, 1.0231 (in each case, the “Exchange
Ratio™). Each KPP Unit converted into the right to receive VLI Common Units pursuant to this
Section 3.1(a)(ii) (such amount of VLI Common Units the “KPP Considerution™) shall cease to
be outstanding and shall be canceled and retired and shall cease to exist, and each holder of a
certificate that immediately prior to the KPP Effective Time represented any such KPP Units (a
“KPP Certificate™) shall thereafter cease to be a limited partner of KPP or have any rights with
respect to such KPP Units, exceptthenghttobe admitted as an Additional Limited Partner and
receive the VLI Common Units to be issued in consideration therefor and any distributions to
which holders of KPP Units become entitled all in accordance with this Article Il upon the
surrender of such KPP Certificate. The VLI GP consents to the admission of cach KPP
Unitholder as an Additional Limited Partner who is issued VLI Common Units in exchange for
such KPP Unitholder’s KPP Units in accordance with this Article III upon the proper surrender
of the KPP Certificate representing such KPP Units. Upon such surrender of the KPP Certificate
(or upon a waiver of the requirement to surrender a KPP Certificate granted by VLI GP in its
sole discretion) and the recording of the name of such Person as a limited partner of VLI on the
books and records of VLI, such Person shall automatically and effective as of the KPP Effective
Time be admitted to VLI as an Additional Limited Partner and be bound by the VLI Partnership
as such. By its surrender of a KPP Certificate, or by its acceptance of VLI Common Units, a
KPP Unitholder confirms its agreement to be bound by all of the terms and conditions of the VLI
Partnership Agreement, including the power of attorney granted in Section 2.6 thereof.

(b)  If, between the date of this Agreement and the KPP Effective Time, there
is a reclassification, recapitalization, split, split-up, unit distribution, combination or exchange of
shares with respect to, or rights issued in respect of, VLI Common Units, the Exchange Ratio
shall be adjusted accordingly to provide to the holders of KPP Units the same economic effect as
contemplated by this Agreement prior to such event.

(¢)  Atthe KPP Effective Time, by virtue of the KPP Merger and without any
action on the part of VLI, each outstanding limited liability company interest in VLI Sub B
issued and outstanding immediately prior to the KPP Effective Time shall be converted into
1,000 KPP Units and KPP shall issue to VLI, as the holder of such KPP Units, a certificate
evidencing such KPP Units. VLI agrees that at the KPP Effective Time, VLI shall be
automatically bound by the KPP Partnership Agreement, and VLI shall be admitted to KPP as a
limited partner of KPP immediately upon the KPP Effective Time. At the KPP Effective Time,
the books and records of KPP shall be revised to reflect the admission of VLI as a limited partner
of KPP and the simultaneous withdrawal of all othethmxted partners of KPP, and KPP GP and
VLI shall continue KPP without dissolution. ‘

3.2  Exchange Fund. Prior to the KPP Effective Time, VLI shall appoint
Computershare Limited, or a commercial bank or trust company, or a subsidiary thereof,
reasonably acceptable to the Kaneb Entities, to act as exchange agent hereunder for the purpose
of exchanging KPP Certificates for the VLI Common Units (the “Exchange Agent™). At or prior
to the KPP Effective Time, VLI shall deposit with the Exchange Agent in trust for the benefit of
holders of KPP Units, (a) certificates representing VLI Common Units, and (b) cash, to be issued
and paid pursuant to Sections 3.1(a) and 3.6 in exchange for outstanding KPP Units upon due
surrender of KPP Certificates pursuant to this Article III. Following the KPP Effective Time,
VLI agrees to make available to the Exchange Agent, from time to time as needed, cash
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sufficient to pay any distributions pursuant to Section 3.4. Any cash and certificates representing
VLI Common Units deposited with the Exchange Agent (including the amount of any
distributions or other distributions payable with respect thereto and cash in lieu of fractional
shares to be paid pursuant to Section 3.6) shall hereinafter be referred to as the “Exchange
Fund.”

3.3  Exchange Procedures. Promptly after the KPP Effective Time, VLI shall
cause the Exchange Agent to mail to each holder of a KPP Certificate () a letter of transmittal
(the “Letter of Transmittal”) that shall specify that delivery shall be effected, and risk of loss and
title to the KPP Certificates shall pass, only upon proper delivery of the KPP Certificates to the
Exchange Agent, and which Letter of Transmittal shall be in customary form and have such
other provisions as may be necessary for the KPP Unitholders to be admitted as Additional
Limited Partners and other provisions as VLI and KPP may reasonably specify (such letter to be
reasonably acceptable to VLI and KPP prior to the Effective Time) and (b) instructions for
effecting the surrender of such KPP Certificates in exchange for the VLI Common Units,
together with any distributions with respect thereto and any cash in licu of fractional shares.
Upon surrender of a KPP Certificate to the Exchange Agent together with the relevant Letter of
Transmittal, duly executed and completed in accordance with the instructions thereto, and such
other documents as may reasonably be required by the Exchange Agent, the holder of such KPP
Certificate shall be entitled to receive in exchange therefor (A) VLI Common Units representing,
in the aggregate, the whole number of shares that such holder has the right to receive pursuant to
Section 3.1(a) (in each case, after taking into account all KPP Units then held by such holder),
and (B) a check in the amount equal to the cash, if any, that such holder has the right to receive
pursuant to Sections 3.4 and 3.6. No interest will be paid or will accrue on any cash payable
pursuant to the provisions of this Article ITI.

i i - PP Upits. No distributions
vmharecorddaw aﬂertheKPP Eﬁ‘ectwe Time shallbepmdtotheholda'ofany unsurrendered
KPP Certificate with respect to the VLI Common Units that such holder would be entitled to
receive upon surrender of such KPP Certificate, and no cash payment in lieu of fractional VLI
Common Units shall be paid to any such holder pursuant to Section 3.6, until such holder shall
surrender such KPP Certificate in accordance with Section 3.3. Subject to the effect of
applicable laws, following the later of the surrender of any such KPP Certificate and the KPP
Effective Time, there shall be paid to the record holder thereof without interest (a) promptly after
such time, the amount of any cash payable in lieu of fractional VLI Common Units to which
such holder is entitled pursuant to Section 3.6 and the amount of any distributions with a record
date after the KPP Effective Time theretofore paid with respect to such whole VLI Common
Units and (b) at the appropriate payment date, the amount of distributions with a record date after
the KPP Effective Time and a payment date subsequent thereto and to such surrender payable
with respect to such VLI Common Units.

3.5  No Further Qwnership Rights in KPP Units. All VLI Common Units
issued and cash paid upon conversion of KPP Units, in accordance with the terms of this Article

II (including any cash paid pursuant to Section 3.4 or 3.6) shall be deemed to have been issued
or paid in full satisfaction of all rights pertaining to the KPP Units.
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3.6  NoFractional VLI Common Units. No certificates or scrip or VLI
Common Units representing fractional VLI Common Units or book-entry credit of the same shall
be issued upon the surrender for exchange of KPP Certificates, and such fractional share interests
will not entitle the owner thereof to vote or to have any rights of a holder of VLI Common Units.
In lieu of any such fractional share, each holder of KPP Units who would otherwise have been
entitled to a fraction of a VLI Common Unit upon surrender of KPP Certificates (determined
after taking into account all KPP Certificates delivered by such holder) shall be paid upon such
surrender cash (without interest) in an amount equal to the value (determined with reference to
the Average Closing Price as of the Condition Date) of such fractional interest. Such payment
with respect to fractional shares is merely intended to provide a mechanical rounding off of, and
is not a separately bargained for, consideration.

3.7  Tenmination of Exchange Fund. Any portion of the Exchange Fund that
remains undistributed to the holders of KPP Certificates, one year after the KPP Effective Time

shall, at VLI's request, be delivered to VLI or otherwise on the instruction of VLI, and any
holders of KPP Certificates who have not theretofore complied with this Article ITI shall after
such delivery look only to VLI for any amounts payable to such holders pursuant to this Article
III. Any such portion of the Exchange Fund remaining unclaimed by holders of KPP Units
immediately prior to such time as such amounts would otherwise escheat to or become property
of any Governmental Entity shall, to the extent permitted by law, become the property of VLI
free and clear of any claims or interest of any Person previously entitled thereto. :

3.8  No Liabjlity. To the fullest extent permitted by law, none of the VLI
Entities, the Kaneb Entities or the Exchange Agent shall be liable to any Person in respect of any
portion of the Exchange Fund required to be delivered to a public official pursuant to any
applicable abandoned property, escheat or similar law.

3.9  Investment of the Exchange Fund. The Exchange Agent shall invest any
cash included in the Exchange Fund as directed by VLI on a daily basis; provided that no such
investment or loss thereon shall affect the amounts payable or the timing of the amounts payable
to KPP Unitholders pursuant to the other provisions of this Article ITl. Any interest and other
income resulting from such investments shall promptly be paid to VLI.

3.10 Lost Certificates. If any KPP Certificate shall have been lost, stolen or
destroyed, upon the making of an affidavit of that fact by the Person claiming such certificate to
be lost, stolen or destroyed and, if required by VLI, the posting by such Person of a bond in such
reasonable amount as VLI may direct as indemnity against any claim that may be made against it
with respect to such certificate, following the KPP Effective Time, as the case may be, the
Exchange Agent will deliver in exchange for such lost, stolen or destroyed certificate the
consideration and amounts payable with respect to the KPP Units formerly represented thereby
pursuant to this Article III.

3.11 Withholding Rights. VLI shall be entitled to deduct and withhold from
the consideration otherwise payable pursuant to this Agreement such amounts as it is required to
deduct and withhold with respect to the making of such payment under the Code and the rules
and regulations promulgated thereunder, or any provision of state, local or foreign Tax law. To
the extent that amounts are so withheld or paid over to or deposited with the relevant
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Governmental Entity by VLI, such amounts shall be treated for all purposes of this Agreement as
having been paid to the Person in respect of which such deduction and withholding was made by
VLI

3.12 Further Assurances. At and after the KPP Effective Time, the officers and
directors of the Surviving Partnership or the Surviving Partnership’s general partner shall be
authorized to execute and deliver, in the name and on behalf of the Surviving Partnership or
KPP, any deeds, bills of sale, assignments or assurances and to take and do, in the name and on
behalf of the Surviving Partnership or KPP, any other actions and things necessary to vest,
perfect or confirm of record or otherwise in the Surviving Partnership any and all right, title and
interest in, to and under any of the rights, properties or assets acquired or to be acquired by the
Surviving Partnership as a result of, or in connection with, the KPP Merger.

3.13  Unit Transfer Books. Subject to Section 3.1(c), the unit transfer books of
KPP shall be closed immediately upon the KPP Effective Time, and there shall be no further
registration of transfers of KPP Units thereafter on the records of KPP. On or after the KPP
Effective Time, any KPP Certificates presented to the Exchange Agent, VLI or the Surviving
Partnership for any reason shall be converted into the right to receive VLI Common Units with
respect to the KPP Units formerly represented thereby (including any cash in lieu of fractional
KPP Units to which the holders thereof are entitied pursuant to Section 3.6 and any distributions
to which the holders thereof are entitled pursuant to Section 3.4).

ARTICLEIV

REPRESENTATIONS AND WARRANTIES

i 8l PP GP. Except as disclosed
in a section of the Kaneb Enuuu dlsclosme schedule dehveredtoVLI concmrentlyhe:cwnﬂl
(the “Kaneb Disclosure Schedule™) corresponding to the subsection of this Section 4.1 to which
such disclosure applies, or as specifically identified in the Kaneb SEC Documents filed prior to
the date hereof each of KPP and KPP GP represents and warrants to VLI as follows:

(®  Organization.

@ KPP GP is a limited liability company duly organized, validly
existing and in good standing under the laws of the State of Delaware. KPP is a limited
partnership duly formed, validly existing and in good standing under the laws of the state of
Delaware. Each of the Kaneb Entities has the requisite power and authority to own or lease all
of its properties and assets and to carry on its business as it is now being conducted, and is duly
licensed or qualified to do business in each jurisdiction in which the nature of the business
conducted by it or the character or location of the propertics and assets owned or leased by it
makes such licensing or qualification necessary, except where the failure to have such power or
authority or be so licensed or qualified would not, either individually or in the aggregate, have a
Material Adverse Effect on the Kaneb Entities. True and complete copies of the Kaneb Entities
Organizational Documents, as in effect as of the date of this Agreement, have previously been
made available by the Kaneb Entities to VLI.
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(ii)  Each Subsidiary of KPP (A) is duly organized and validly existing
under the laws of its jurisdiction of organization, (B) is duly qualified to do business and in good
standing in all jurisdictions (whether federal, state, local or foreign) where its ownership or
leasing of property or the conduct of its business requires it to be so qualified, and (C) has all
requisite power and authority to own or lease its properties and assets and to carry on its business -
as now conducted, except in each case where the failure to have such power or authority or to be
so organized, in existence or qualified would not have a Material Adverse Effect on the Kaneb
Entities.

(ili))  Section 4.1(a) of the Kaneb Disclosure Schedule sets forth, as of
the date of this Agreement, a true and complete list of each of the Kaneb Entities, KPP’s
Subsidiaries and Kaneb Partially Owned Entities, together with (i) the nature of the legal
organization of such Person, (ii) the jurisdiction of organization or formation of such Person, (jii)
the name of each Kaneb Entity or Kaneb Partially Owned Entity that owns beneficially or of
record any equity or similar interest in such Person, and (iv) the percentage interest owned by
such Kaneb Entity or Kaneb Partially Owned Entity in such Person. KPP is not subject to any
obligation in excess of $1,000,000 to provide funds to or make any investment in (in the form of
a loan, capital contribution or otherwise) any of its Subsidiaries, Partially Owned Entities or
other Persons.

()  Capitalization. Except as set forth in Section 4.1(b) of the Kaneb
Disclosure Schedule:

@ KPP GP is the sole general partner of KPP. KPP GP is the sole
record and beneficial owner of the general partner interest and incentive distribution rights in
KPP, and such general partner interest and incentive distribution rights have been duly
authorized and validly issued in accordance with applicable laws and the KPP Partnership
Agreement. KPP GP owns such general partner interest and incentive distribution rights free and
clear of any liens, pledges, charges, encumbrances, restrictions and security interests whatsoever
(“Encumbrances™). KSL is the sole record and beneficial owner of all of the outstanding limited
liability company or other equity interests in KPP GP free and clear of any Encumbrances. No
Subsidiary of KPP has or is bound by any outstanding subscriptions, options, warrants, calls,
commitments or agreements of any character calling for the purchase or issuance of any equity
securities or any other equity ownership interests of such Subsidiary or any securities -
representing the right to purchase or otherwise receive any equity security of such Subsidiary.
No Subsidiary of KPP has any Voting Debt.

(ii)) KPP has no limited partner or other partnership or equity interests
issued and outstanding other than, as of the date of this Agreement (a) 28,327,590 KPP units,
including 5,095,500 issued to KPP GP, with respect to which KPP GP is the sole record and
beneficial owner, and (b) the general partner interest described in Section 4.1(b)(i) above.

(iii) Each of the KPP Units and the limited partner interests represented
thereby have been duly authorized and validly issued in accordance with applicable laws and the
KPP Partnership Agreement, and are fully paid (to the extent required under the KPP Partnership
Agreement) and non-assessable (except to the extent such non-assessability may be affected by
the DRULPA). Such KPP Units were not issued in violation of pre-emptive or similar rights or
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any other agreement or understanding binding on KPP. All of the outstanding equity interests of
the direct and indirect Subsidiaries of KPP and the Kaneb Partially Owned Entities have been
duly authorized and are validly issued, fully paid (to the extent required under the applicable
governing documents) and non-assessable and free of pre-emptive rights, (except (1) with
respect to general partner interests, (2) as set forth to the contrary in the applicable governing
documents and (3) to the extent such non-assessability may be affected by the DRULPA or the
LLC Act) and were not issued in violation of pre-emptive or similar rights; and all such shares
and other equity interests, other than interest in Kaneb Partially Owned Entities that are owned
by others, are owned, directly or indirectly, by KPP or KPP GP, free and clear of all
Encumbrances. There are no outstanding options or equity based awards of any kind requiring
the issuance of any KPP Umts or any other securities of any Kaneb Entity or any of its
Subsidiaries.

(c)  Authority; No Violation. Except as set forth in Section 4.1(c) of the Kaneb
Disclosure Schedule: .

@) Each of the Kaneb Entities has the requisite power and authority to
execute and deliver this Agreement and to consummate the transactions contemplated hereby,
subject to KPP Unitholders Approval. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby have been duly and validly approved by
unanimous vote of the board of directors of KPP GP, at a duly convened meeting thereof and by
KPP GP, as the general partner of KPP. KPP GP, acting through its board of directors, has
directed that this Agreement be submlttedtotheKPPUmtholdersforapproval at a meeting of
such holders for the purpose of approving the KPP Merger and this Agreement (including any
adjournment thereof, the “KPP Unitholders Meeting™) and has resolved to vote or cause to be
voted at the KPP Unitholders Meeting all of the KPP Units beneficially owned by it as of the
date of this Agreement, or which it thereafter acquires, in favor of the approval of this
Agreement, and, except for the KPP Unitholders Approval, no other proceedings on the part of
KPP or KPP GP are necessary to approve this Agreement and to consummate the transactions
contemplated hereby. This Agreement has been duly and validly executed and delivered by the
each of the Kaneb Entities and (assuming due authorization, execution and delivery by the VLI
Entities) constitutes a valid and binding obligation of each of the Kaneb Entities, enforceable
against each of the Kaneb Entities in accordance with its terms.

(ii)  Neither the execution and delivery of this Agreement by the Kaneb
Entities, nor the consummation by the Kaneb Entities of the transactions contemplated hereby,
nor compliance by the Kaneb Entities with any of the terms or provisions hereof, will (A) violate
any provision of the Kaneb Entities Organizational Documents or the organizational documents
of their Subsidiaries, or (B) assuming that the consents and approvals referred to in Section
4.1(d) are duly obtained, (x) violate any statute, code, ordinance, rule, regulation, judgment,
order, writ, decree or injunction applicable to the Kaneb Entities, any of their respective
Subsidiaries or, to the Kaneb Entities’ Knowledge, the Kaneb Partially Owned Entities or any of
their respective properties or assets or (y) violate, conflict with, result in a breach of any
provision of or the loss of any benefit under, constitute a default (or an event which, with notice
or lapse of time, or both, would constitute a default) under, result in the termination of or a right
of termination or cancellation under, accelerate the performance required by, accelerate any right
or benefit provided by, or result in the creation of any Encumbrance upon any of the respective
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properties or assets of the Kaneb Entities, any of their respective Subsidiaries or, to the Kaneb
Entities’ Knowledge, the Kaneb Partially Owned Entities under, any of the terms, conditions or
provisions of any note, bond, mortgage, indenture, deed of trust, license, lease, agreement or
other instrument or obligation to which the Kaneb Entities, any of KPP’s Subsidiaries or, to the
Kaneb Entities’ Knowledge, the Kaneb Partially Owned Entities is a party, or by which they or
any of their respective properties or assets may be bound or affected, except (in the case of
clause (B)(y) above) for such violations, conflicts, breaches or defaults which either individually
or in the aggregate will not have a Material Adverse Effect on the Kaneb Entities or the
Surviving Partnership.

(d)  Consents and Approvals. Except for (i) the filing of a notification and
report form under the HSR Act and the termination or expiration of the waiting period under the
HSR Act, (ii) the filing of any other required applications or notices with any state or foreign
agencies of competent jurisdiction and approval of such applications and notices (the “Other
Approvals”), (iii) the filing with the SEC of a proxy statement relating to the matters to be
submitted to the VLI Unitholders at the VLI Unitholders Meeting and the matters to be
submitted to KPP’s Unitholders at the KPP Unitholders Meeting (such joint proxy
statement/prospectus, and any amendments or supplements thereto, the “Joint Proxy

") and a registration statement on Form S-4 with respect to the issuance of
VLI Common Units in the KPP Merger (such Form S-4, and any amendments or supplements
thereto, the “Form S-4”), (iv) the filing of the Certificate of Merger, (v) any consents,
authorizations, approvals, filings or exemptions in connection with compliance with the rules of
the NYSE, (vi) such filings and approvals as are required to be made or obtained under the
securities or “Blue Sky” laws of various states in connection with the issuance of VLI Common
Units pursuant to this Agreement (the consents, approvals, filings and registration required under
or in relation to the foregoing clauses (ii) through (vi) being referred to as ¢ ")
and (vii) such other consents, approvals, filings and registrations the failure of which to obtain or
make would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on the Kaneb Entities or the Surviving Partnership, no consents or approvals of
or filings or registrations with any supranational, national, state, municipal, local or foreign
government, any instrumentality, subdivision, court, administrative agency or commission or
other authority thereof, or any quasi-governmental or private body exercising any regulatory,
taxing, importing or other governmental or quasi-governmental authority (each, a “Governmental
Entity”) are necessary in connection with (A) the execution and delivery by the Kaneb Entities of
this Agreement and (B) the consummation by the Kaneb Entities of the transactions
contemplated by this Agreement.

©

® The KPP 2003 10-K and all other reports, registration statements,
definitive proxy statements or information statements filed or to be filed by or on behalf of KPP
or any of its Subsidiaries subsequent to December 31, 2000, including, but not limited to, items
incorporated by reference into such reports, registration statements, definitive proxy statements
or information statements under the Securities Act or under Sections 13(a), 13(c), 14 and 15(d)
of the Exchange Act in the form filed, or to be filed (collectively, the ),
with the SEC, (1) complied or will comply in all material respects as to form with the applicable
requirements under the Securities Act or the Exchange Act, as the case may be, and (2) as of its
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filing date, did not or will not contain any untrue statement of a material fact or omit to state a

" material fact required to be stated therein or necessary to make the statements made therein, in
light of the circumstances under which they were made, not misleading; and each of the balance
sheets contained in or incorporated by reference into any such Kaneb SEC Document (including
the related notes and schedules thereto) fairly presents or will fairly present the financial position
of the entity or entities to which it relates as of its date, and each of the statements of income and
changes in shareholders’ equity and cash flows or equivalent statements in such Kaneb SEC
Documents (including any related notes and schedules thereto) fairly presents or will fairly
present the results of operations, changes in shareholders’ equity and changes in cash flows, as
the case may be, of the entity or entities to which it relates for the periods to which it relates, in
each case in accordance with GAAP consistently applied during the periods involved, except, in
each case, as may be noted therein, subject to normal year-end audit adjustments in the case of
unaudited statements. There are no outstanding comments from, or unresolved issues raised by,
the SEC with respect to the Kaneb SEC Documents. No executive officer of any of the Kaneb
Entities has failed in any respect to make the certification required of him or her under Sections
302 or 906 of the Sarbanes-Oxley Act of 2002 and no enforcement action has been initiated
against any of the Kaneb Entities relating to disclosures contained in any Kaneb SEC Document.

(ii)  Prior to the date of this Agreement and in the ordinary course of
business, KPP has established approval procedures (which, as in effect as of the date of this
Agreement, have previously been disclosed to VLI) with respect to the open position resulting
from KPP’s and its Subsidiaries’ physical commodity transactions, exchange-traded futures and
options and over-the-counter derivative instruments.

.(iii)  Except as set forth in Section 4.1(e)(iii) of the Kaneb Disclosure
Schedule, the records, systems, controls, data and information of KPP and its Subsidiaries are
recorded, stored, maintained and operated under means that are under the exclusive ownership
and direct control of KPP or its Subsidiaries or KPP GP or accountants, except for any non-
exclusive ownership and non-direct control that would not reasonably be expected to have a
materially adverse effect on the system of internal accounting controls described in the following
sentence. KPP and its Subsidiaries and KPP GP have devised and maintain a system of internal
accounting controls sufficient to provide reasonable assurances regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in
accordance with U.S. GAAP, including that (1) transactions are executed only in accordance
with management’s authorization; (2) transactions are recorded as necessary to permit
preparation of the financial statements of KPP, as applicable, and to maintain accountability for
the assets of KPP and its Subsidiaries; (3) access to such assets is permitted only in accordance
with management’s authorization; (4) the reporting of such assets is compared with existing
assets at regular intervals; and (5) accounts, notes and other receivables and inventory are
recorded accurately, and proper and adequate procedures are implemented to effect the collection
thereof on a current and timely basis. KPP (1) has designed disclosure controls and procedures
(within the meaning of Rules 13a-15(e) and 15d-15(e) of the Exchange Act) to ensure that
material information relating to such entity and its Subsidiaries is made known to the
management of such entity (or its general partner) by others within those entities as appropriate
to allow timely decisions regarding required disclosure and to make the certifications required by
the Exchange Act with respect to the Kaneb SEC Documents, and (2) has disclosed, based on its
most recent evaluation prior to the date of this Agreement, to its auditors and the audit committee
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of KPP GP’s board of directors (A) any significant deficiencies in the design or operation of
internal controls which could adversely affect in any material respect its ability to record,
process, summarize and report financial data and have disclosed to its auditors any material
weaknesses in internal controls and (B) any fraud, whether or not material, that involves
management or other employees who have a significant role in its internal controls. The Kaneb
Entities have made available to VLI a summary of any such disclosure made by management to
KPP’s auditors and audit committee since January 1, 2002. KPP has initiated its process of
compliance with Section 404 of the Sarbanes-Oxley Act and expects to be in full compliance
therewith by the SEC mandated compliance date.

(iv)  Except as set forth in Section 4.1(e)(iv) of the Kaneb Disclosure
Schedule, since July 30, 2002, (x) none of KPP GP or KPP or any of its Subsidiaries nor, to the
Knowledge of the Kaneb Entities, any director, officer, employee, auditor, accountant or
representative of either of KPP GP or KPP or any of its Subsidiaries has received or otherwise
had or obtained knowledge of any material complaint, allegation, assertion or claim, whether
written or oral, regarding the accounting or auditing practices, procedures, methodologies or
methods of KPP or any of its Subsidiaries or their respective internal accounting controls,
including any material complaint, allegation, assertion or claim that either of KPP or any of its
Subsidiaries has engaged in questionable accounting or auditing practices, and (y) no attomey
representing either KPP GP or KPP or any of its Subsidiaries, whether or not employed thereby,
has reported evidence of a material violation of securities laws, breach of fiduciary duty or
similar violation by KPP or any of its officers, directors, employees or agents, or those of KPP’s
Subsidiaries, to the board of directors of KPP GP or any committee thereof or to any director or
officer of KPP GP or KPP.

(f)  Absence of Undisclosed Liabilities. Except as set forth in Section 4.1(f)
of the Kaneb Disclosure Schedule or as disclosed in the audited financial statements (or notes

thereto) included in the KPP 2003 10-K neither KPP nor any of its Subsidiaries had at December
31, 2003, or has incurred since that date, any liabilities or obligations (whether absolute, accrued,
contingent or otherwise) of any nature, except (a) liabilities, obligations or contingencies which
(i) are accrued or reserved against in the financial statements in the KPP 2003 10-K,, or reflected
in the notes thereto or (ii) were incurred thereafter in the ordinary course of business and
consistent with past practices and (b) liabilities, obligations or contingencies which (i) would not
reasonably be expected, individually or in the aggregate, to have a Material Adverse Effecton
the Kaneb Entities or (ii) have been discharged or paid in full prior to the date hereof,

(8)  Absence of Certain Changes or Events.

: 6] Since December 31, 2003, except as set forth in the Kaneb SEC
Documents filed prior to the date hereof, no event or events have occurred that has had or would
reasonably be expected to have, either individually or in the aggregate, a Material Adverse Effect
on the Kaneb Entities.

(ii)  Except as set forth in Section 4.1(g)(ii) of the Kaneb Disclosure
Schedule, since December 31, 2003, KPP and its Subsidiaries have carried on their respective
businesses in all material respects in the ordinary course.
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(iii) Except as set forth in Section 4.1(g)(iii) of the Kaneb Disclosure
Schedule, since December 31, 2003, or as permitted under Section 5.1(h) of the Kaneb
Disclosure Schedule, neither KPP nor any of its Subsidiaries has (A) except for such actions
prior to the date hereof as were in the ordinary course of business consistent with past practice or
except as required by applicable law, (I) increased the wages, salaries, compensation, pension, or
other fringe benefits or perquisites payable to any executive officer or director from the amount
thereof in effect as of December 31, 2003, or (II) granted any severance or termination pay,
entered into any contract to make or grant any severance or termination pay, or paid any bonuses,
to any executive officer or director or (B) suffered any strike, work stoppage, slowdown, or other
labor disturbance which would be reasonably be expected to have (in the case of this clause (B)
only), either individually or in the aggregate, a Material Adverse Effect on the Kaneb Entities.

(iv)  Since December 31, 2003 and prior to the date hereof, KPP has not
declared or made any distributions on KPP Units other than its regular quarterly distribution as
follows:

Quarter Ami P Unit
Fourth (2003) - $0.84

First (2004) $0.84

Second (2004) $0.85S

Third (2004) $0.855

(h)  Legal Proceedings. Except as disclosed in the Kaneb SEC Documents
filed prior to the date hereof or Section 4.1(h) of the Kaneb Disclosure Schedule, there is no suit,
action or proceeding or investigation pending or, to the Knowledge of any of the Kaneb Entities,
threatened, against or affecting any of the Kaneb Entities or any of their respective Subsidiaries
that would, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect on the Kaneb Entities, nor is there any judgment, decree, injunction, rule or order of any
Governmental Entity or arbitrator outstanding against any of the Kaneb Entities or any of their
respective Subsidiaries having, or which would reasonably be expected to have, individually or
in the aggregate, any such effect.

()  Compliance with Applicable Law. KPP and each of its Subsidiaries hold
all licenses, franchises, permits and authorizations necessary for the lawful conduct of their

respective businesses under and pursuant to each, and have complied in all respects with and are
not in default under any, applicable law, statute, order, rule or regulation of any Governmental
Entity relating to KPP or any of its Subsidiaries, except where the failure to hold such license,
franchise, permit or authorization or such noncompliance or default would not, either
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on the
Kaneb Entities.

{)] Contracts. Except as filed as exhibits to the Kaneb SEC Documents filed
prior to the date hereof or disclosed in Section 4.1(j) of the Kaneb Disclosure Schedule:

6] Neither KPP nor any of its Subsidiaries is a party to or bound by any
contract, arrangement, commitment or understanding (whether written or oral) (1), which, upon
the consummation or KPP Unitholders Approval of the transactions contemplated by this
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Agreement, will (either alone or upon the occurrence of any additional acts or events) result in
any payment (whether of severance pay or otherwise) becoming due from KPP, VLI, the
Surviving Partnership or any of their respective Subsidiaries to any director, officer or employee
thereof, (2) which is a “material contract” (as such term is defined in Item 601(b)(10) of
Regulation S-K), or which, if entered into, amended, terminated or otherwise created or modified
on or after the date of this Agreement, would be required to be disclosed on a Current Report on
Form 8-K filed with the SEC, to be performed after the date of this Agreement that has not been
filed or incorporated by reference in the Kaneb SEC Documents filed prior to the date of this
Agreement, (3) which materially restricts the conduct of any line of business by KPP or upon
consummation of the KPP Mergerwlllmatenally restrict the ability of KPP, VLI or the
Surviving Partnership to engage in any line of business, (4) relating to any outstanding
commitment for any capital expenditure in excess of $10,000,000, (5) with any labor union or
organization, (6) except (a) as reflected in the financial statements included in the Kaneb SEC
Documents filed prior to the date hereof, (b) as reflected in the September 30, 2004 financial
statements of KPP delivered prior to the date bereof to VLI or (c) from the date hereof to the
extent permitted under Section 5.1(g), indentures, mortgages, liens, promissory notes, loan
agreements, guarantees or other arrangements relating to the borrowing of money by KPP or any
of its Subsidiaries, (7) containing provisions triggered by change of control of KPP or any of its
Subsidiaries or (8) in favor of directors or officers relating to employment or compensation or
providing rights to indemnification, or (9) between any of the Kaneb Entities and any of their
respective Affiliates on the one hand and Xanser Corporation or any of its Affiliates on the other
hand. Each contract, arrangement, commitment or understanding of the type described in this
Section 4.1(j), whether or not set forth in the Kaneb Disclosure Schedule or in such Kaneb SEC
Documents, is referred to herein as a “Kaneb Contract”. True and complete copies of all such
Kaneb Contracts have been made available by the Kaneb Entities to VLI.

(ii)) (A) Each Kaneb Contract is valid and binding on KPP or its
Subsidiaries that is a party thereto, as applicable, and in full force and effect, (B) KPP and each
of its Subsidiaries, as applicable, has performed all obligations required to be performed by it to
date under each Kaneb Contract, except where such noncompliance, either individually or in the
aggregate, would not reasonably be expected to have a Material Adverse Effect on the Kaneb
Entities, and (C) neither KPP nor any of its Subsidiaries knows of, or has received notice of,, the
existence of any cvent or condition which constitutes, or, after notice or lapse of time or both,
will constitute, a default on the part of KPP or any of its Subsidiaries under any such Kaneb
Contract, except where such default, cither individually or in the aggregate, would not
reasonably be expected to have a Material Adverse Effect on the Kaneb Entities.

(k)  Insurance.

@) Section 4.1(k) of the Kaneb Disclosure Schedule sets forth a true
and complete list of all policies of property, casualty and liability insurance, including crime
insurance, liability and casualty insurance, property insurance, business interruption insurance,
workers’ compensation, excess or umbrella liability insurance and any other type of property and
casualty insurance insuring the properties, assets, employees and/or operations of KPP or its
Subsidiaries (collectively, the “Policies”). Upon request, the Kaneb Entities will make available
to VLI certificates of insurance and insurance summaries from the insurance broker evidencing
the existence of the Policies. Except as set forth on Section 4.1(k) of the Kaneb Disclosure
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Schedule, all such policies are in full force and effect. All premiums payable under such Policies
have been paid in a timely manner and each of KPP and its Subsidiaries have complied in all
material respects with the terms and conditions of all such Policies.

(ii)  Except as set forth in Section 4.1(k)(ii) of the Kaneb Disclosure
Schedule, neither KPP nor any of its Subsidiaries is in default under any provisions of the
Policies, and there is no claim by KPP or any of its Subsidiaries or any other Person pending
under any of the Policies as to which coverage has been questioned, denied or disputed by the
underwriters or issuers of such Policies. None of KPP or any of its Subsidiaries has received
written notice from an insurance carrier issuing any Policies that alteration of any equipment or
any improvements located on Real Property, purchase of additional equipment, or modification
of any of the methods of doing business of KPP or its Subsidiaries, will be required or suggested
after the date of this Agreement, except for any such alterations or modifications as, either
individually or in the aggregate, would not reasonably be expected to have a Material Adverse
Effect on the Kaneb Entities.

O  Eni | Liability.

(i)  Except as set forth in Section 4.1(1) of the Kaneb Disclosure
Schedule, and except as would not have a Material Adverse Effect on the Kaneb Entities: (a)
KPP and its respective Subsidiaries, and to the Knowledge of the Kaneb Entities, the Kaneb
Partially Owned Entities, and their respective businesses, operations, properties and Assets are in
compliance with all Environmental Laws and all permits, registrations, licenses, approvals,
exemptions, variances, and other authorizations required under Environmental Laws
(“Environmental Permits™); (b) KPP, its Subsidiaries, and to the Knowledge of the Kaneb
Entities, the Kaneb Partially Owned Entities, have obtained or filed for all Environmental
Permits for their respective businesses, operations, properties and Assets as they currently exist
and all such Environmental Permits are currently in full force and effect; (c) KPP, its respective
Subsidiaries, and to the Knowledge of the Kaneb Entities, the Kaneb Partially Owned Entities,
and their respective businesses, operations, properties and Assets are not subject to any pending
or, to the Knowledge of the Kaneb Entities, threatened claims, actions, suits, writs, injunctions,
decrees, orders, judgments, investigations, inquiries or proceedings relating to their compliance
with Environmental Laws; (d) (i) there has been no Release of Hazardous Substances on, under
or from the current or former property owned, leased or operated by KPP, its Subsidiaries, or to
the Knowledge of the Kaneb Entities, the Kaneb Partially Owned Entities, that was required to
be reported under applicable Environmental Laws but was not so reported, and (ii) the Kaneb
Entities have provided the VLI Entities with copies of all reports and related documentation
regarding any Release of Hazardous Substances on, under or from the current or former property
owned, leased or operated by KPP, its Subsidiaries, or to the Knowledge of the Kaneb Entities,
the Kaneb Partially Owned Entities; (¢) none of KPP, its Subsidiaries, and to the Knowledge of
the Kaneb Entities, the Kaneb Partially Owned Entities have received any written notice
asserting an alleged liability or obligation under any Environmental Laws involving KPP, its
Subsidiaries or the Kaneb Partially Owned Entities with respect to the actual or alleged
Hazardous Substance contamination of any property offsite of the properties of KPP; (f) to the
Knowledge of the Kaneb Entities, there are not any existing, pending or threatened actions, suits,
claims, investigations, inquiries or proceedings by or before any court or any other
Governmental Entity directed against KPP, its Subsidiaries or the Kaneb Partially Owned
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Entities that pertain or relate to personal injury or property damage claims relating to a Release
of Hazardous Substances; (g) there have been no ruptures in the Kaneb Pipeline Systems
resulting in personal injury, loss of life, or material property damage; (h) to the Knowledge of the
Kaneb Entities, there are no defects, corrosion or other damage to any of the Kaneb Pipeline
Systems that could reasonably be expected to create a risk of pipeline integrity failure; and (i) the
Kaneb Entities have made available to VLI complete and correct information regarding
compliance matters relating to Environmental Laws in the possession of KPP or its Subsidiaries
and relating to their respective businesses, operations, properties or Assets.

(ii)  The following terms shall have the following meanings:

(1) “Enviropmental Laws™ means any and all applicable laws, statutes,
regulations, rules, orders, ordinances, and legally enforceable directives of and
agreements between a person that is subject to the applicable representation and
any Governmental Entity and rules of common law pertaining to protection of
human health (to the extent arising from exposure to Hazardous Substances) or
the environment (including any generation, use, storage, treatment, or Release of
Hazardous Substances into the environment) including the Comprehensive
Environmental Response, Compensation, and Liability Act, 42 U.S.C. Section
9601 ef seq., the Resource Conservation and Recovery Act, 42 U.S.C. Section
6901 et seq., the Clean Air Act, 42 U.S.C. Section 7401 ef seq., the Federal Water
Pollution Control Act, 33 U.S.C. Section 1251 et seq., the Oil Pollution Act of
1990, 33 U.S.C. Section 2701 ef seq., the Toxic Substances Control Act, 15
U.S.C. Section 2601 ef seq., the Safe Drinking Water Act, 42 U.S.C. Section 300f
et seq., the Occupational Safety and Health Act, 29 U.S.C. Section 651 ef seq., the
Atomic Energy Act, 42 U.S.C. Section 2014 et seq., the Federal Insecticide,
Fungicide, and Rodenticide Act, 7 U.S.C. Section 136 ef seq., and the Federal
Hazardous Materials Transportation Law, 49 U.S.C. Section 5101 ef seq., as each
has been amended from time to time, and all other environmental conservation

* and protection laws.

(2)  “Hazardous Substances” means any (a) chemical, product,
substance, waste, material, pollutant, or contaminant that is defined or listed as
hazardous or toxic or that is otherwise regulated under any Environmental Law;
(b) asbestos containing materials, whether in a friable or non-friable condition,
polychlorinated biphenyls, naturally occurring radioactive materials or radon; and
(c) any oil or gas exploration or production waste or any petroleum, petroleum
hydrocarbons, petroleum products, crude oil and any components, fractions, or
derivatives thereof.

() “Release” means any depositing, spilling, leaking, pumping,
pouring, emitting, discarding, emptying, discharging, injecting, escaping,
leaching, dumping, or disposing into the environment.

(m) Employee Benefit Plans; Labor Matters.
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@ Section 4.1(m)(i) of the Kaneb Disclosure Schedule includes a
complete list of all Kaneb Benefit Plans.

(i)  With respect to each Kaneb Plan, the Kaneb Entities have
delivered or made available to VLI, as applicable, a true, correct and complete copy of: (A) each
Kaneb Plan document or a summary of any unwritten Kaneb Plan, trust agreement and insurance
contract or other funding vehicle; (B) the most recent Annual Report (Form 5500 Series) and
accompanying schedule; (C) the current summary plan description and any material
modifications thereto (in each case, whether or not required to be furnished under ERISA);

(D) the most recent annual financial report; (E) the most recent actuarial report; and (F) the most
recent determination letter from the Internal Revenue Service. Except as specifically provided in
the foregoing documents delivered or made available to VLI, or except as provided in Section
4.1(m)ii) of the Kaneb Disclosure Schedule, there are no amendments to any Kaneb Plan that
have been adopted or approved nor has KPP or any of its Subsidiaries undertaken to make any
such amendments or to adopt or approve any new Kaneb Plan. ‘

(iii)  Section 4.1(m)(iii) of the Kaneb Disclosure Schedule identifies
each Kaneb Plan that is intended to be a “qualified plan” within the meaning of Section 401(a) of
the Code (“Kaneb Qualjfied Plans™). The Internal Revenue Service has issued a favorable
determination letter with respect to each Kaneb Qualified Plan and the related trust, and such
determination letter has not been revoked. No circumstances exist and no events have occurred
that could adversely affect the qualified status of any Kaneb Qualified Plan or the related trust,
which could not be corrected under the Internal Revenue Service’s Employee Plans Compliance
Resolution System (Revenue Procedure 2003-44) without material liability. No Kaneb Plan is
intended to meet the requirements of Code Section 501(c)X9).

(iv)  All contributions required to be made to any Kaneb Plan by
applicable law or regulation or by any plan document or other contractual undertaking, and all
premiums due or payable with respect to insurance policies funding any Kaneb Plan, for any
period through the date of this Agreement have been timely made or, to the extent not required to
be made or paid on or before the date of this Agreement, have been fully reflected on the
financial statements. Each Kaneb Benefit Plan that is an employee welfare benefit plan under
Section 3(1) of ERISA is cither (A) funded through an insurance company contract and is not a
“welfare benefit fund” with the meaning of Section 419 of the Code or (B) unfunded.

(v)  With respect to each Kaneb Plan that is subject to Title IV or
Section 302 of ERISA or Section 412 or 4971 of the Code: (A) there does not exist any
accumulated funding deficiency within the meaning of Section 412 of the Code or Section 302 of
ERISA, whether or not waived; (B) the fair market value of the assets of such Kaneb Plan equals
or exceeds the actuarial present value of all accrued benefits under such Kaneb Plan (whether or
not vested) on an accumulated benefits obligation basis based on the most recent actuarial report
for each such plan; (C) no reportable event within the meaning of Section 4043(c) of ERISA for
which the 30-day notice requirement has not been waived has occurred, and the consummation
of the transactions contemplated by this Agreement will not result in the occurrence of any such
reportable event; (D) all premiums to the Pension Benefit Guaranty Corporation (the “PBGC”)
have been timely paid in full; (E) no liability (other than for premiums to the PBGC) under Title
IV of ERISA has been or is expected to be incurred by KPP or any of its Subsidiaries; and (F)
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the PBGC has not instituted proceedings to terminate any such Kaneb Plan and, to the
Knowledge of the Kaneb Entities, no condition exists that presents a risk that such proceedings
will be instituted or which would constitute grounds under Section 4042 of ERISA for the
termination of|, or the appointment of a trustee to administer, any such Kaneb Plan.

(vi)  (A)No Kaneb Benefit Plan is a Multiemployer Plan or a plan that
has two or more contributing sponsors at least two of whom are not under common control,
within the meaning of Section 4063 of ERISA (a “Multiple Employer Plan™); and (B) none of
KPP, any of its Subsidiaries nor any ERISA Affiliates has incurred any Withdrawal Liability that
has not been satisfied in full or reasonably expects to incur any such liability. With respect to
each Kaneb Benefit Plan that is a Multiemployer Plan, none of KPP, any of its respective
Subsidiaries, nor any of their respective ERISA Affiliates has received any notification, nor has
any reason to believe, that any such Multiemployer Plan is in reorganization, has been
terminated, is insolvent, or may reasonably be expected to be in reorganization, to be insolvent,
or to be terminated.

(vii) (A) Each of the Kaneb Plans has been operated and administered
in all material respects in accordance with applicable law and administrative rules and
regulations of any Governmental Entity, including, but not limited to, ERISA and the Code, and
(B) there are no pending or, to the Knowledge of the Kaneb Entities, threatened claims (other
than claims for benefits in the ordinary course), lawsuits or arbitrations which have been asserted
or instituted against the Kaneb Plans, any fiduciaries thereof with respect to their duties to the
Kaneb Plans or the assets of any of the trusts under any of the Kaneb Plans which could
reasonably be expected to result in any material liability of any of the Kaneb Entities or any of
their respective Subsidiaries to the PBGC, the U.S. Department of the Treasury, the U.S.
Department of Labor, any Kaneb Plan, any participant in a Kaneb Plan, or any other party.

(viii) Except as set forth in Section 4.1(m)(viii) of the Kaneb Disclosure
Schedule, KPP and its Subsidiaries have no liability for life, health, medical or other welfare
benefits to former employees or beneficiaries or dependents thereof, except for health
continuation coverage that is required by Section 4980B of the Code or Part 6 of Title I of
ERISA or that is provided at no expense to KPP and its Subsidiaries. KPP and its Subsidiaries
have reserved the right to amend, terminate or modify at any time all plans or arrangements
providing for retiree health or life insurance coverage.

(ix) Section 4.1(m)(ix) of the Kaneb Disclosure Schedule sets forth (A)
an accurate and complete list of each Kaneb Plan under which the execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby could (either alone or
in conjunction with any other event), result in, cause the accelerated vesting, funding or delivery
of, or increase the amount or value of, any payment or benefit (including the forgiveness of
indebtedness) to any employee, officer or director of KPP or any of its respective Subsidiaries, or
could limit the right of KPP or any of its Subsidiaries to amend, merge, terminate or receive a
reversion of assets from any Kaneb Plan or related trust or any employment agreement or related
trust, and (B) a reasonable good faith estimate of the maximum amount of the payments or value
of benefits that could become payable to officers and senior management of KPP or any of its
respective Subsidiaries if their employment were terminated at the KPP Effective Time. No
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amounts or benefits payable by KPP or any of its Subsidiaries will be “parachute payments”
within the meaning of Section 280G of the Code.

(x)  Except as would not reasonably be expected, individually or in the
aggregate, to have a Material Adverse Effect on the Kaneb Entities ,all Kaneb Benefit Plans
subject to the laws of any jurisdiction outside of the United States (A) have been maintained in
accordance with all applicable requirements; (B) if they are intended to qualify for special tax
treatment meet all requirements for such treatment; and (C) if they are intended to be funded
and/or book-reserved are fully funded and/or book reserved, as appropriate, based upon
reasonable actuarial assumptions.

(xi) There does not now exist, nor do any circumstances exist that
could result in, any liability (A) under Title IV of ERISA, (B) under section 302 of ERISA, (C)
under sections 412 and 4971 of the Code, (D) as a result of a failure to comply with the
continuation coverage requirements of section 601 et seq. of ERISA and section 4980B of the
Code, and (E) under corresponding or similar provisions of foreign laws or regulations, other
than such liabilities that arise solely out of, or relate solely to, the Kaneb Benefit Plans, that
would be a liability of KPP or any of its Subsidiaries following the Effective Time. Without
limiting the generality of the foregoing, neither the Kaneb Entities nor any of their respective
Subsidiaries, nor any of their respective ERISA Affiliates, bas engaged in any transaction
described in Section 4069, 4204 or 4212 of ERISA. With respect to each Kaneb Plan, there is not
now, nor do any circumstances exist that could give rise to, any requirement for the posting of
security with respect to a Kaneb Plan or the imposition of any lien on the assets of KPP or any of
its respective Subsidiaries under ERISA or the Code.

(xii) None of KPP or any of its Subsidiaries has any potential liability,
contingent or otherwise, under the Coal Industry Retirec Health Benefits Act of 1992. None of
KPP, any of its Subsidiaries or any entity that was ever an ERISA Affiliate of KPP or any of its
Subsidiaries was, on July 20, 1992, required to be treated as a single employer under Section 414
of the Code together with an entity that was ever a party to any collective bargaining agreement
or any other agreement with the United Mine Workers of America. -

(n) Property of the Kaneb Entities.

@) Except for Permitted Encumbrances, failures that could not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on
the Kaneb Entities or as set forth in Section 4.1(n) of the Kaneb Disclosure Schedule, KPP or its
Subsidiaries have defensible, good and valid fee or leasehold title (or, with respect to Kaneb
Pipeline Systems, title to or interest in the applicable Kaneb Pipeline System sufficient to enable
KPP and its Subsidiaries to conduct their businesses with respect thereto without interference as
1txscmemlybemgcondmted)toorvahdandenfomeableR:ghtsofWaythmughdleKmeb
Real Property and its other Assets, free and clear of all Encumbrances.

(ii)  Except for violations that could not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect on the Kaneb Entities or in
Section 4.1(n) of the Kaneb Disclosure Schedule, the businesses of KPP and its Subsidiaries
have been and are being operated in a manner which does not violate the terms of any Rights of-
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Way used by KPP or its Subsidiaries in their businesses. All Rights of Way used by KPP or its
Subsidiaries in their business are valid and enforceable, except as the enforceability thereof may
be affected by bankruptcy, insolvency or other laws of general applicability affecting the rights
of creditors generally or principles of equity, and grant the rights purported to be granted thereby
and all rights necessary thereunder for the current operation of such businesses, except where the
failure of any such Right of Way to be valid and enforceable or to grant the rights purported to
be granted thereby or necessary thereunder would not have a Material Adverse Effect on the
Kaneb Entities. Except as set forth in Section 4.1(n) of the Kaneb Disclosure Schedule, there are
no gaps in the Right of Ways used by KPP and its Subsidiaries in their businesses that would
impair the conduct of such businesses in a manner that would, or that could reasonably be
expected to, have a Material Adverse Effect on the Kaneb Entities, and no part of the Kaneb
Pipeline System is located on property that is not owned in fee by KPP or its respective
Subsidiaries or subject to a Right of Way in favor of KPP or one of its Subsidiaries, where the
failure of such Kaneb Pipeline System to be so located would have a Material Adverse Effect on
the Kaneb Entities.

(iii)  There is no pending or, to the Knowledge of the Kaneb Entities,
threatened condemnation of any material part of the Kaneb Real Property used or necessary for
the conduct of KPP’s and its Subsidiaries’ busmuthzympresenﬂycondmd,bymy
Governmental Entity or other Person.

@iv) TheKnnebRealPropertyandallbuildings,smwttm
improvements and fixtures located on the Kaneb Real Property and used in the businesses of
KPP and its Subsidiaries (and all appurtenances thereto and other aspects thereof used in the
business) (1) are in good operating condition and are structurally sound and free of material
defects; and (2) are otherwise adequate and appropriate in all material respects (including
containing lawful means of access) to permit the use thereof in the manner for the purposes to
which it is presently devoted, except in each case as could not reasonably be expected to have,
either individually or in the aggregate, a Material Adverse Effect on the Kaneb Entities.

(o) Intellectual Property. Except as would not reasonably be expected to have
a Material Adverse Effect on the Kaneb Entities, (i) KPP and its Subsidiaries own, or are
licensed to use, all Intellectual Property used in and necessary for the conduct of their business as
it is currently conducted, (ii) to the Knowledge of the Kaneb Entities, the use of Intellectual
Property by KPP and its Subsidiaries does not infringe on or otherwise violate the rights of any
third party, and, to the extent such Intellectual Property is licensed, its use is in accordance in all
material respects with the applicable license pursuant to which KPP acquired the right to use
such Intellectual Property, (iii) to the Knowledge of the Kaneb Entities, no third party is
challenging, infringing on or otherwise violating any right of KPP in the Intellectual Property,
(iv) neither KPP nor any of its Subsidiaries has received any written notice of any pending claim,
order or proceeding with respect to any Intellectual Property used in and necessary for the
conduct of KPP’s and its Subsidiaries’ businesses, as they are currently conducted, and (v) to the
Knowledge of the Kaneb Entities, no Intellectual Property is being used or enforced by KPP or
any of its Subsidiaries in a manner that would reasonably be expected to result in the
abandonment, cancellation or unenforceability of any Intellectual Property used in and necessary
for the conduct of KPP’s and its Subsidiaries’ businesses, as they are currently conducted.
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(p)  State Takeover Laws; Rights Plan. KPP GP has approved this
Agreement and the transactions contemplated by this Agreement as required under Section 17-
211 of the DRULPA and any other applicable state takeover laws and any applicable provision
of the KPP Partnership Agreement so that any such state takeover laws and such provisions will
not apply to this Agreement or any of the transactions contemplated hereby.

(@  Opinion of Financial Advisor. KPP has received the opinion of Houlihan,
Lokey, Howard & Zukin, dated the date of this Agreement, to the effect that the KPP
Consideration to be received by holders of KPP Units (excluding VLI or any affiliates or
associates thereof, any Kaneb Entity or any affiliates or associates thereof, including KSL, or any
director or executive officer of any Kaneb Entity or KSL) in the KPP Merger is fair to such KPP
Unitholders from a financial point of view.

® : DPIove | J .
KPP GP atameenngdulycalledandheld,hasbyummmousvoteofthoseduectotsp:uent,
(i) determined that this Agreement and the transactions contemplated hereby are advisable, fair
to and in the best interests of the KPP Unitholders, (ii) approved and adopted this Agreement and
(iii) recommended that the KPP Merger and this Agreement be approved and adopted by the
KPP Unitholders.

(s)  Broker's Fees. None of the Kaneb Entities nor any of their respective
Subsidiaries nor any of their respective officers or directors has employed any broker or finder or
incurred any liability for any broker’s fees, commissions or finder’s fees in connection with the
transactions contemplated by this Agreement.

()  Taxes. Except in each case for any exceptions that are immaterial
individually and in the aggregate: (i) all Tax Returns that were required to be filed by or with
respect to KPP or any of its Subsidiaries have been duly and timely filed, (ii) all items of income,
gain, loss, deduction and credit or other items required to be included in each such Tax Return,
have been so included, (iii) all Taxes owed by KPP or any of its Subsidiaries that are or have
become due have been timely paid in full or an adequate reserve for the payment of such Taxes
has been established, (iv) all Tax withholding and deposit requirements imposed on or with
respect to KPP or any of its Subsidiaries have been satisfied in full in all respects, (v) there are
no Encumbrances on any of the assets of KPP or any of its Subsidiaries that arose in connection
thhanyfmlme(orallegedfaﬂme)topayanyTu,(vx)thcmxsnownttenclamagmmKPPor
any of its Subsidiaries for any Taxes, and no assessment, deficiency or adjustment has been
asserted, proposed, or threatened in writing with respect to any Tax Return of or with respect to
KPP or any of its Subsidiaries, (vii) there is not in force any extension of time with respect to the
due date for the filing of any Tax Return of or with respect to KPP or any of its Subsidiaries or
any waiver or agreement for any extension of time for the assessment or payment of any Tax of
or with respect to any of KPP or any of its Subsidiaries, (viii) none of KPP or any of its
Subsidiaries will be required to include any amount in income for any taxable period as a result
of a change in accounting method for any taxable period ending on or before the Closing Date or
pursuant to any agreement with any Tax authority with respect to any such taxable period,

(ix) except as set forth in Section 4.1(t) of the Kaneb Disclosure Schedule, none of KPP or any
of its Subsidiaries is a party to a Tax allocation or sharing agreement, and no payments are due
or will become due by any of the Kaneb Entities or any of their Subsidiaries pursuant to any such
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agreement or arrangement or any Tax indemnification agreement, (x) none of KPP or any of its
Subsidiaries has been a member of an affiliated group filing a consolidated federal income Tax
Return or has any liability for the Taxes of any Person (other than a Kaneb Entity or any of their
Subsidiaries) under Treasury Regulation Section 1.1502-6 (or any similar provision of state,
local, or foreign Law), as a transferee or successor, by contract, or otherwise, (xi) KPP is a
“publicly traded partnership” for United States federal income tax purposes, and (xii) at least
90% of the gross income of KPP for each taxable year since its formation has been from sources
that will be treated as “qualifying income” within the meaning of section 7704(d) of the Code.

] g Ag ents. Except as set forth
in Section 4.1(u) of the Kaneb Dlsclomre Schedule, nelther KPP nor any of its Subsidiariesis a

party to any collective bargaining or other labor union contract applicable to persons employed
by KPP or any of its Subsidiaries, and no collective bargaining agreement or other labor union
contract is being negotiated by KPP or any of its Subsidiaries. No labor organization or group of
employees of KPP or any of its Subsidiaries has made a pending demand for recognition or
certification, and there are no representation or certification proceedings or petitions secking a
representation proceeding presently pending or, to the Knowledge of the Kaneb Entities,
threatened to be brought or filed, with the National Labor Relations Board or any other labor
relations tribunal or authority. Except as would not reasonably be expected to have a Material
Adverse Effect on the Kaneb Entities, (i) there is no labor dispute, strike, slowdown or work
stoppage against KPP or any of its Subsidiaries pending or, to the Knowledge of any of the
Kaneb Entities, threatened against KPP or any of its Subsidiaries and (ii) no unfair labor practice
or labor charge or complaint has occurred with respect to KPP or any of its Subsidiaries.

v) Regulation as a Uti mpany. None of the Kaneb Entities
nor any of its Subsidiaries ns(l)an“mvestment eompany”,asdcﬁnedm,or subject to regulation
under, the Investment Company Act of 1940, as amended, or (ii) (1) a “public-utility company™
or a “holding company” or (2) a “subsidiary company” or an “affiliate” of a “public-utility
company” or a “holding company,” as such terms are defined in the Public Utility Holding
Compeny Act of 1935, as amended. Except as set forth in Section 4.1(v) of the Kaneb Disclosure
Schedule, none of the Kaneb Entities or their affiliates, all or part of whose rates or services are
regulated by a Governmental Entity, is a party to any proceeding before a Governmental Entity
that could reasonably be expected to result in orders having a Material Adverse Effect with
respect to the Kaneb Entities, nor to the Knowledge of the Kaneb Entities has notice of such a
proceeding been given or has any Governmental Entity indicated to any of the Kaneb Entities its
intention to hold such a proceeding.

42  Represen nd i . Except as disclosed in a section
of the VLI disclosure schedulc dehvaedto the Kaneb Entmw concurrently herewith (the “VLI
Disclosure Schedule™) corresponding to the subsection of this Section 4.2 to which such
disclosure applies or as specifically identified in the VLI SEC Documents filed prior to the date
hereof, VLI hereby represents and warrants to the Kaneb Entities as follows:

(a)  Organization.

@) Each of VLI and VLI GP is a limited partnership and Parent GP is
a limited liability company, in each case, duly organized, validly existing and in good standing
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under the laws of the State of Delaware. Each of VLI, VLI GP and Parent GP has the requisite
power and authority to own or lease all of its properties and assets and to carry on its business as
it is now being conducted, and is duly licensed or qualified to do business in each jurisdiction in
which the nature of the business conducted by it or the character or location of the properties and
assets owned or leased by it makes such licensing or qualification necessary, except where the
failure to have such power or suthority or be so licensed or qualified would not, either
individually or in the aggregate, have a Material Adverse Effect on VLI. True and complete
copies of the VLI Partnership Agreement, as in effect as of the date of this Agreement, have
previously been made available by VLI to the Kaneb Entities.

(ii)  Each Subsidiary of VLI (A) is duly organized and validly existing
under the laws of its jurisdiction of organization, (B) is duly qualified to do business and in good
standing in all jurisdictions (whether federal, state, local or foreign) where its ownership or
leasing of property or the conduct of its business requires it to be so qualified and (C) has all
requisite power and authority to own or lease its properties and assets and to carry on its business
as now conducted except in each case where the failure to have such power or authority or to be
so organized in existence or qualified would not have a Material Adverse Effect on VLI

(ili)  Section 4.2(a)(iii) of the VLI Disclosure Schedule sets forth, as of
the date of this Agreement, a true and complete list of each of the VLI Entities and VLI Partially
Owned Entities and each of their respective Subsidiaries, together with (i) the nature of the legal
organization of such Person, (ii) the jurisdiction of organization or formation of such Person, (iii)
the name of each VLI Entity or VLI Partially Owned Entity that owns beneficially or of record
any equity or similar interest in such Person, and (iv) the percentage interest owned by such VLI
Entity or VLI Partially Owned Entity in such Person. None of the VLI Entities is subject to any
obligation in excess of $1,000,000 to provide funds to or make any investment in (in the form of
a loan, capital contribution or otherwise) any of their Subsidiaries, Partially Owned Entitiesor
other Persons.

(b)  Capitalization.

@) As of the date of this Agreement, VLI has no limited partner
interests issued and outstanding other than the following: (1) 13,442,072 VLI Common Units,
including 614,572 issued to UDS Logistics LLC, with respect to which UDS Logistics LLC is
the sole record holder, and 40,421 issued to VLI GP, with respect to which VLI GP is the sole
record holder; (2) outstanding options to purchase 219,106 VLI Common Units at the exercise
prices and with the vesting schedules set forth on Section 4.2(b)(i)(2) of the VLI Disclosure
Schedule; (3) outstanding awards for the issuance of 38,206 restricted VLI Common Units
having the vesting schedules set forth on Section 4.2(b)(i)(3) of the VLI Disclosure Schedule;
and (4) 9,599,322 VLI Subordinated Units issued to UDS LoglstleLC,thluespecttowh:ch
UDS Logistics LLC is the sole record holder.

(ii) Each of the VLI Common Units and the VLI Subordinated Units
and the limited partner interests represented thereby have been duly authorized and validly
issued in accordance with applicable laws and the VLI Partnership Agreement, and are fully paid
(to the extent required under the VLI Partnership Agreement) and non-assessable (except to the
extent such non-assessability may be affected by Section 17-607 of the DRULPA). Such VLI
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Common Units and VLI Subordinated Units were not issued in violation of pre-emphve or
similar rights or any other agreement or understanding binding on VLI. All of the outstanding
equity interests of the direct and indirect Subsidiaries of VLI and the VLI Partially Owned
Entities have been duly authorized and are validly issued, fully paid (to the extent required under
the applicable governing documents) and non-assessable and free of pre-emptive rights (except
(1) with respect to general partner interests, (2) as set forth to the contrary in the applicable
goveming documents and (3) to the extent such non-assessability may be affected by the
DRULPA or the LLC Act) and were not issued in violation of pre-emptive or similar rights; and
all such shares and other equity interests, other than interests in VLI Partially Owned Entities
that are owned by others, are owned, directly or indirectly, by VLI, free and clear of all
Encumbrances. No Subsidiary of VLI has or is bound by any outstanding subscriptions, options,
warrants, calls, commitments or agreements of any character calling for the purchase or issuance
of any equity securities or any other equity ownership interests of such Subsidiary or any
securities representing the right to purchase or otherwise receive any equity security of such
Subsidiary. No Subsidiary of VLI has any Voting Debt.

(iii) VLI GP is the sole general partner of VLI. VLI GP is the sole
record and beneficial owner of the general partner interest in VLI, and such general partner
interest has been duly authorized and validly issued in accordance with applicable laws and the
VLI Partnership Agreement. VLI GP owns such general partner interest free and clear of any
Encumbrances. VLI GP is the sole record and beneficial owner of all of the VLI Incentive
Distribution Rights and owns such rights free and clear of all Encumbrances.

(iv)  Parent GP is the sole general partner of VLI GP. Parent GP is the
sole record and beneficial owner of the general partner interest in VLI GP, and such general
partner interest has been duly authorized and validly issued in accordance with applicable laws
and the VLI GP partnership agreement. Parent GP owns such general partner interest free and
clear of any Encumbrances.

(©)  Authority: No Violati

@) Each of the VLI Entities has the requisite power and authority to
execute and deliver this Agreement and to consummate the transactions contemplated hereby,
subject to VLI Unitholders Approval. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby have been duly and validly approved by
VLI Sub B and VLI, as its sole member, and by Parent GP, on behalf of VLI GP. Parent GP, on
behalf of VLI GP, has directed that this Agreement be submitted to VLI Unitholders for approval
at a meeting of VLI Unitholders for the purpose of approving the issuance of the VLI Common
Units constituting the KPP Consideration in the KPP Merger (the “VLI Unitholders Meeting™),
and, except for the approval of the issuance of VLI Common Units in the KPP Merger by both
the holders of a majority of the outstanding VLI Common Units and the holders of a majority of
the outstanding VLI Subordinated Units, each voting as a separate class, (holders of VLI
Common Units and VLI Subordinated Units are referred to collectively herein as the “VLI
Unitholders™) at a meeting of VLI Unitholders at which a quorum is present (the “VLI
Unitholders Approval”), no other proceedings on the part of VLI are necessary to approve this
Agreement and to consummate the transactions contemplated hereby. This Agreement has been
duly and validly executed and delivered by the VLI Entities and (assuming due authorization,

45530527.7
-32-



execution and delivery by the Kaneb Entities) constitutes a valid and binding obligation of the
VLI Entities, enforceable against the VLI Entities in accordance with its terms.

(ii)  Neither the execution and delivery of this Agreement by VLI, nor
the consummation by VLI of the transactions contemplated hereby, nor compliance by VLI with
any of the terms or provisions hereof, will (A) violate any provision of the VLI Partnership
Agreement or the organizational documents of its Subsidiaries or (B) assuming that the consents
and approvals referred to in Section 4.2(d) are duly obtained, (x) violate any statute, code,
ordinance, rule, regulation, judgment, order, writ, decree or injunction applicable to VLI, any of
its Subsidiaries or, to VLI’s Knowledge, VLI Partially Owned Entities or any of their respective
properties or assets or (y) violate, conflict with, result in a breach of any provision of or the loss
of any benefit under, constitute a default (or an event which, with notice or lapse of time, or both,
would constitute a default) under, result in the termination of or a right of termination or
cancellation under, accelerate the performance required by, accelerate any right or benefit
provided by, or result in the creation of any Encumbrance upon any of the respective properties
or assets of VLI, any of its Subsidiaries or, to the VLI Entities’ Knowledge, the Partially Owned
Entities under any of the terms, conditions or provisions of any note, bond, mortgage, indenture,
deed of trust, license, lease, agreement or other instrument or obligation to which VLI, any of its
Subsidiaries or, to the VLI Entities’ Knowledge, the Partially Owned Entities is a party, or by
which they or any of their respective properties or assets may be bound or affected, except (in the
case of clause (y) above) for such violations, conflicts, breaches or defaults which, either
individually or in the aggregate, will not have a Material Adverse Effect on VLI

(@  Consents and Approvals. Except for (i) the filing of a notification and
report form under the HSR Act and the termination or expiration of the waiting period under the
HSR Act, (ii) the Other Approvals, (iii) the filing with the SEC of the Joint Proxy
Statement/Prospectus and the Form S-4, (iv) the filing of the Certificate of Merger, (v) any
consents, authorizations, approvals, filings or exemptions in connection with compliance with
the rules of the NYSE, (vi) such filings and approvals as are required to be made or obtained
under the securities or “Blue Sky™ laws of various states in connection with the issuance of the
shares of VLI Common Units pursuant to this Agreement and (vii) such other consents,
approvals, filings and registrations the failure of which to obtain or make would not, individually
or in the aggregate, reasonably be expected to have a Material Adverse Effect on VLI, no
consents or approvals of or filings or registrations with any Governmental Entity are necessary in
connection with (A) the execution and delivery by the VLI Eantities of this Agreement and (B)
the consummation by the VLI Entities of the transactions contemplated by this Agreement.

©

@) The VLI 2003 10-K and all other reports, registration statements,
definitive proxy statements or information statements filed or to be filed by VLI or any of its
Subsidiaries subsequent to December 31, 2000, including, but not limited to, items incorporated
by reference into such reports, registration statements, definitive proxy statements or information
statements under the Securities Act or under Sections 13(a), 13(c), 14 and 15(d) of the Exchange
Act, in the form filed, or to be filed (collectively, the “VLI SEC Documents™), with the SEC (i)
complied or will comply in all material respects as to form with the applicable requirements
under the Securities Act or the Exchange Act, as the case may be, and (ii) as of its filing date, did
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not or will not contain any untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements made therein, in light of the
circumstances under which they were made, not misleading; and each of the balance sheets
contained in or incorporated by reference into any such VLI SEC Document (including the
related notes and schedules thereto) fairly presents or will fairly present the financial position of
the entity or entities to which it relates as of its date, and each of the statements of income and
changes in shareholders’ equity and cash flows or equivalent statements in such VLI SEC
Documents (including any related notes and schedules thereto) fairly presents or will fairly
present the results of operations, changes in shareholders’ equity and changes in cash flows, as
the case may be, of the entity or entities to which it relates for the periods to which it relates, in
each case in accordance with GAAP consistently applied during the periods involved, except, in
each case, as may be noted therein, subject to normal year-end audit adjustments in the case of
unaudited statements. There are no outstanding comments from, or unresolved issues raised by,
the SEC with respect to the VLI SEC Documents. No executive officer of VLI or VLI GP has
failed in any respect to make the certification required of him or her under Sections 302 or 906 of
the Sarbanes-Oxley Act of 2002 and no enforcement action has been initiated against VLI
relating to disclosures contained in any VLI SEC Documents.

(ii)  Prior to the date of this Agreement and in the ordinary course of
business, the board of directors of Parent GP has established approval procedures (which, as in
effect as of the date of this Agreement, have previously been disclosed to the Kaneb Entities)

with respect to the open position resulting from VLI’s and its Subsidisries’ physical commodity
transactions, exchange-traded futures and options and over-the-counter derivative instruments.

(iii) Except as set forth in Section 4.2(e)(iii) of the VLI Disclosure
Schedule, the records, systems, controls, data and information of VLI and its Subsidiaries are
recorded, stored, maintained and operated under means that are under the exclusive ownership
and direct control of VLI or its Subsidiaries or accountants, except for any non-exclusive
ownership and non-direct control that would not reasonably be expected to have a materially
adverse effect on the system of internal accounting controls described in the following sentence.
VLI and its Subsidiaries have devised and maintain a system of internal accounting controls
sufficient to provide reasonable assurances regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with U.S. GAAP,
including that (1) transactions are executed only in accordance with management’s authorization;
(2) transactions are recorded as necessary to permit preparation of the financial statements of
VLI and to maintain accountability for the assets of VLI and its Subsidiaries, as applicable; (3)
access to such assets is permitted only in accordance with management’s authorization; (4) the
reporting of such assets is compared with existing assets at regular intervals; and (5) accounts,
notes and other receivables and inventory are recorded accurately, and proper and adequate
procedures are implemented to effect the collection thereof on a current and timely basis. VLI
(1) bas designed disclosure controls and procedures (within the meaning of Rules 13a-15(¢) and
15d-15(e) of the Exchange Act) to ensure that material information relating to such entity and its
Subsidiaries is made known to the management of such entity (or its general partner) by others
within those entities as appropriate to allow timely decisions regarding required disclosure and to
make the certifications required by the Exchange Act with respect to the VLI SEC Documents,
and (2) has disclosed, based on its most recent evaluation prior to the date of this Agrecment, to
its auditors and the audit committee of its or its general partner’s board of directors (A) any
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significant deficiencies in the design or operation of internal controls which could adversely
affect in any material respect its ability to record, process, summarize and report financial data
and have disclosed to its auditors any material weaknesses in internal controls and (B) any fraud,
whether or not material, that involves management or other employees who have a significant
role in its internal controls. VLI has made available to the Kaneb Entities a summary of any
such disclosure made by management to VLI’s auditors and audit committee since January 1,
2002. VLI has initiated its process of compliance with Section 404 of the Sarbanes-Oxley Act
and expects to be in full compliance therewith by the SEC mandated compliance date.

(iv)  Except as set forth in Section 4.2(e)(iv) of the VLI Disclosure -
Schedule, since July 30, 2002, (x) none of VLI or any of its Subsidiaries nor, to the Knowledge
of VLI, any director, officer, employee, auditor, accountant or representative of either of VLI or
any of its Subsidiaries has received or otherwise had or obtained knowledge of any material
complaint, allegation, assertion or claim, whether written or oral, regarding the accounting or
auditing practices, procedures, methodologies or methods of VLI or any of its Subsidiaries or
their respective internal accounting controls, including any material complaint, allegation,
assertion or claim that VLI or any of its Subsidiaries has engaged in questionable accounting or
auditing practices, and (y) no attorney representing VLI or any of its Subsidiaries, whether or not
employed thereby, has reported evidence of a material violation of securities laws, breach of
fiduciary duty or similar violation by VLI or any of its officers, directors, employees or agents,
or those of its Subsidiaries, to the board of directors of VLI GP or any committee thereof or to
any director or officer of VLI.

® 2 i iabilities. Except as disclosed in the audited

ﬁnanclalstatements(ornowothereto)mcludedmtheVL12003 10-K, neither VLI nor any of its
Subsidiaries had at December 31, 2003, or has incurred since that date, any liabilities or
obligations (whether absolute, accrued, contingent or otherwise) of any nature, except (a)
liabilities, obligations or contingencies which (i) are accrued or reserved against in the financial
statements in the VLI 2003 10-K or reflected in the notes thereto or (ii) were incurred thereafter
in the ordinary course of business and consistent with past practices, (b) liabilities, obligations or
contingencies which (i) would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect on VLI or (ii) have been discharged or paid in full prior to
the date hereof.

® nts. (i) Since December 31, 2003,
exceptassetforthmﬂerLISECDocmnentsﬁledpnortoﬂwdatehcteof,noeventorevmts
have occurred that has had or would reasonably be expected to have, either individually or in the
aggregate, a Material Adverse Effect on VLI,

(ii)  Except as set forth in as set forth in Section 4.2(g)ii) of the VLI
Disclosure Schedule, since December 31, 2003, VLI and its Subsidiaries have carried on their
respective businesses in all material respects in the ordinary course.

(iii) Except as set forth in Section 4.2(g)(iii) of the VLI Disclosure
Schedule or as permitted under Section 5.2(h) hereof, since December 31, 2003, neither VLI nor
any of its Subsidiaries has (A) except for such actions as were in the ordinary course of business
consistent with past practice or except as required by applicable law, (I) increased the wages,
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salaries, compensation, pension, or other fringe benefits or perquisites payable to any executive
officer or director from the amount thereof in effect as of December 31, 2003, or (II) granted any
severance or termination pay, entered into any contract to make or grant any severance or
termination pay, or paid any bonuses, to any executive officer or director or (B) suffered any
strike, work stoppage, slowdown, or other labor disturbance which would be reasonably be
expected to have (in the case of this clause (B) only), either individually or in the aggregate, a
Material Adverse Effect on the VLI

(iv)  Since December 31, 2003 and prior to the date hereof, VLI has not
declared any distributions on VLI Common Units or VLI Subordinated Units other than its
regular quarterly distributions as follows:

Amount per VLI Amount per VLI
' C Uni . .
Fourth (2003) $0.75 $0.75
First (2004) $0.80 $0.80
Second (2004) $0.80 $0.80
Third (2004) $0.80 $0.80

(h)  Legal Proceedings. Except as disclosed in the VLI SEC Documents filed
prior to the date hereof or Section 4.2(h) of the VLI Disclosure Schedule, there is no suit, action
orprooeedingorinv«tigationpendingor,totheKnowledgeofVLI,ﬂlreatened,againstor
affecting VLI or any of its Subsidiaries that would, individually or in the aggregate, reasonably
beexpectedtohnveaMaterialAdvexseEﬁ‘ectonVLl,norisﬂ:ereanyjudgmmt.decree,
injunction, rule or order of any Governmental Entity or arbitrator outstanding against VLI or its
Subsidiaries having, or which would reasonably be expected to have, individually or in the
aggregate, any such effect. '

(i)  Compliance with Applicable Law. VLI and each of its Subsidiaries hold
all licenses, franchises, permits and authorizations necessary for the lawful conduct of their

respective businesses under and pursuant to each, and have complied in all respects with and are
not in default under any, applicable law, statute, order, rule or regulation of any Governmental
Entity relating to VLI or any of its Subsidiaries, except where the failure to hold such license,
franchise, permit or authorization or such noncompliance or default would not, either
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on
VLI

()  Contracts. Except as disclosed in the VLI SEC Documents filed prior to
the date hereof, or Section 4.2(j) of the VLI Disclosure Schedule:

@) Neither VLI nor any of its Subsidiaries is a party to or bound by
any contract, arrangement, commitment or understanding (whether written or oral) (1), which,
upon the consummation or VLI Unitholders Approval of the transactions contemplated by this
Agreement, will (either alone or upon the occurrence of any additional acts or events) result in
any payment (whether of severance pay or otherwise) becoming due from KPP, VLI, the
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Surviving Partnership or any of their respective Subsidiaries to any director, officer or employee
thereof, (2) which is a “material contract” (as such term is defined in Item 601(b)(10) of
Regulation S-K), or which, if entered into, amended, terminated or otherwise created or modified
on or after the date of this Agreement, would be required to be disclosed on a Current Report on
Form 8K filed with the SEC, to be performed after the date of this Agreement that has not been
filed or incorporated by reference in the VLI SEC Documents filed prior to the date of this
Agreement, (3) which materially restricts the conduct of any line of business by VLI or upon
consummation of the KPP Merger will materially restrict the ability of the VLI Entities to
engage in any line of business, (4) relating to any outstanding commitment for any capital
expenditure in excess of $10,000,000, (5) with any labor union or organization, (6) except as (a)
reflected in the financial statements included in the VLI SEC Documents filed prior to the date
hereof or (b) from the date hereof to the extent permitted under Section 5.2(h), indentures,
mortgages, liens, promissory notes, loan agreements, guarantees or other arrangements relating
to the borrowing of money by any of the VLI Entities or any of their Subsidiaries, (7) containing
provisions triggered by change of control of any of the VLI Entities or any of their Subsidiaries
or (8) in favor of directors or officers relating to employment or compensation or providing
rights to indemnification, or (9) between any of the VLI Entities and any of their respective
Affiliates. Each contract, arrangement, commitment or understanding of the type described in
this Section 4.2(j), whether or not set forth in the VLI Disclosure Schedule or in such VLI SEC
Documents, is referred to herein as a “VLI Contract”. True and complete copies of all such VLI
Contracts have been made available by the VLI Entities to the Kaneb Entities. :

@ii) (A) Each VLI Contract is valid and binding on VLI and any of its
Subsidiaries that is a party thereto, as applicable, and in full force and effect, (B) VLI and each
of its Subsidiaries has performed all obligations required to be performed by it to date under each
VLI Contract, except where such noncompliance, either individually or in the aggregate, would
not reasonably be expected to have a Material Adverse Effect on VLI, and (C) neither VLI nor
any of its Subsidiaries knows of, or has received notice of, the existence of any event or
condition which constitutes, or, after notice or lapse of time or both, will constitute, a default on
the part of VLI or any of its Subsidiaries under any such VLI Contract, except where such
default, either individually or in the aggregate, would not reasonably be expected to have a
Material Adverse Effect on VLI.

(k)  Insurance.

() Section 4.2(k) of the VLI Disclosure Schedule sets forth a true and
complete list of all Policies of VLI. Upon request, VLI will make available to the Kaneb Entities
certificates of insurance and insurance summaries from the insurance broker evidencing the
existence of the Policies. Except as set forth on Section 4.2(k) of the VLI Disclosure Schedule,
all such policies are in full force and effect. All premiums payable under such Policies have
beenpmdmaumelymannerandVLlandntsSubmdnaneshavecomphedmallmatmalwspects
with the terms and conditions of all such Policies.

(ii)  Neither VLI nor any of its Subsidiaries is in default under any
provisions of the Policies, and there is no claim by VLI or any of its Subsidiary or any of other
person pending under any of the Policies as to which coverage has been questioned, denied or
disputed by the underwriters or issuers of such Policies. None of VLI or any of its Subsidiaries
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has received written notice from an insurance carrier issuing any Policies that alteration of any
equipment or any improvements located on Real Property, purchase of additional equipment, or
modification of any of the methods of doing business of VLI or its Subsidiaries, will be required
or suggested after the date of this Agreement, except for any such alterations or modifications as,
either individually or in the aggregate, would not reasonably be expected to have a Material
Adverse Effect on VLI

()  Environmental Liability. Except as set forth in Section 4.2(1) of the VLI
Disclosure Schedule, and except as would not have a Material Adverse Effect on VLI: (a) VLI

and its Subsidiaries, and to the Knowledge of VLI, the VLI Partially Owned Entities, and their
respective businesses, operations, properties and Assets are in compliance with all
Environmental Laws and Environmental Permits; (b) VLI, its Subsidiaries, and to the
Knowledge of VLI, the VLI Partially Owned Entities, have obtained or filed for all
Environmental Permits for their respective businesses, operations, properties and Assets as they
currently exist and all such Environmental Permits are currently in full force and effect; (c) VLI,
its Subsidiaries, and to the Knowledge of VLI, the VLI Partially Owned Entities, and their
respective businesses, operations, properties and Assets are not subject to any pending or, to the
Knowledge of VLI, threatened claims, actions, suits, writs, injunctions, decrees, orders,
judgments, investigations, inquiries or proceedings relating to their compliance with -
Environmental Laws; (d) (i) there has been no Release of Hazardous Substances on, under or
from the current or former property owned, leased or operated by VLI, its Subsidiaries, or to the
Knowledge of VLI, the VLI Partially Owned Entities, that was required to be reported under
applicable Environmental Laws but was not so reported, and (ii) VLI has provided the Kaneb
Entities with copies of all reports and related documentation regarding any Release of Hazardous
Substances on, under or from the current or former property owned, leased or operated by VLI,
its Subsidiaries, or to the Knowledge of VL], the VLI Partially Owned Entities; (¢) none of VLI,
its Subsidiaries, and to the Knowledge of VLI, the VLI Partially Owned Entities have received
any written notice asserting an alleged liability or obligation under any Environmental Laws
involving VLI, its Subsidiaries or the VLI Partially Owned Entities with respect to the actual or
alleged Hazardous Substance contamination of any property offsite of the properties of VLI; (f)
to the Knowledge of VLI, there are not any existing, pending or threatened actions, suits, claims,
investigations, inquiries or proceedings by or before any court or any other Governmental Entity
directed against VLI, its Subsidiaries or the VLI Partially Owned Entities that pertain or relate to
personal injury or property damage claims relating to a Release of Hazardous Substances; (g)
there have been no ruptures in the VLI Pipeline Systems resulting in personal injury, loss of life,
or material property damage; (b) to the Knowledge of VLI, there are no defects, corrosion or
other damage to any of the VLI Pipeline Systems that could reasonably be expected to create a
risk of pipeline integrity failure; and (i) VLI has made available to KPP complete and correct
information regarding compliance matters relating to Environmental Laws in the possession of
VLI or its Subsidiaries and relating to their respective businesses, operations, properties or
Assets.

@) Section 4.2(m)(i) of the VLI Disclosure Schedule includes a
complete list of all VLI Benefit Plans.
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(ii)  With respect to each VLI Plan, VLI has delivered or made

available to the Kaneb Entities, as applicable, a true, correct and complete copy of: (A) each
VLI Plan document or a summary of any unwritten VLI Plan, trust agreement and insurance
contract or otherﬂmdmgvehlcle, (B) the most recent Annual Report (Form 5500 Series) and
accompanying schedule; (C) the current summary plan description and any material
modifications thereto (in each case, whether or not required to be furnished under ERISA);
(D) the most recent annual financial report; (E) the most recent actuarial report; and (F) the most
recent determination letter from the Internal Revenue Service. Except as specifically provided in
the foregoing documents delivered or made available to the Kaneb Entities or except as provided
on Section 4.2(m)ii) of the VLI Disclosure Schedule, there are no amendments to any VLI Plan
that have been adopted or approved nor has any VLI Entity or any of its Subsidiaries undertaken
to make any such amendments or to adopt or approve any new VLI Plan.

(iii) Section 4.2(m)(iii) of the VLI Disclosure Schedule identifies each
VLI Plan that is intended to be a “qualified plan” within the meaning of Section 401(g) of the
Code (“VLI Qualified Plans™). The Internal Revenue Service has issued a favorable
determination letter with respect to each VLI Qualified Plan and the related trust, and such
determination letter has not been revoked. No circumstances exist and no events have occurred
that could adversely affect the qualified status of any VLI Qualified Plan or the related trust,
which could not be corrected under the Internal Revenue Service’s Employee Plans Compliance
Resolution System (Revenue Procedure 2003-44) without material liability. No VLI Plan is
intended to meet the requirements of Code Section 501(cX9).

(iv)  All contributions required to be made to any VLI Plan by
applicable law or regulation or by any plan document or other contractual undertaking, and all
premiums due or payable with respect to insurance policies funding any VLI Plan, for any period
through the date of this Agreement have been timely made or, to the extent not required to be
made or paid on or before the date of this Agreement, have been fully reflected on the financial
statements. Each VLI Benefit Plan that is an employee welfare benefit plan under Section 3(1) of
ERISA is either (A) funded through an insurance company contract and is not a “welfare benefit
fund” with the meaning of Section 419 of the Code or (B) unfunded.

(v)  With respect to each VLI Plan that is subject to Title IV or Section
302 of ERISA or Section 412 or 4971 of the Code: (A) there does not exist any accumulated
funding deficiency within the meaning of Section 412 of the Code or Section 302 of ERISA,
whether or not waived; (B) the fair market value of the assets of such VLI Plan equals or exceeds
the actuarial present value of all accrued benefits under such VLI Plan (whether or not vested) on
an accumulated benefits obligation basis based on the most recent actuarial report for each such
plan; (C) no reportable event within the meaning of Section 4043(c) of ERISA for which the 30-
day notice requirement has not been waived has occurred, and the consummation of the
transactions contemplated by this Agreement will not result in the occurrence of any such
reportable event; (D) all premiums to the PBGC have been timely paid in full; (E) no liability
(other than for premiums to the PBGC) under Title IV of ERISA has been or is expected to be
incurred by any VLI Entity or any of its Subsidiaries; and (F) the PBGC has not instituted
proceedings to terminate any such VLI Plan and, to the Knowledge of the VLI Entities, no
condition exists that presents a risk that such proceedings will be instituted or which would

45530527.7
-39-



constitute grounds under Section 4042 of ERISA for the termination of, or the appointment of a
trustee to administer, any such VLI Plan.

(vi)  No VLI Benefit Plan is a Multiemployer Plan or a Multiple
Employer Plan; and (B) none of the VLI Entities, any of their respective Subsidiaries nor any
ERISA Affiliates has incurred any Withdrawal Liability that has not been satisfied in full or
reasonably expects to incur any such liability. With respect to each VLI Benefit Plan that is a
Multiemployer Plan, none of the VLI Entities, any of their respective Subsidiaries, nor any of
their respective ERISA Affiliates has received any notification, nor has any reason to believe,
that any such Multiemployer Plan is in reorganization, has been terminated, is insolvent, or may
reasonably be expected to be in reorganization, to be insolvent, or to be terminated.

(vii) Each of the VLI Plans has been operated and administered in all
material respects in accordance with applicable law and administrative rules and regulations of
any Governmental Entity, including, but not limited to, ERISA and the Code, and there are no
pending or, to the Knowledge of the VLI Entities, threatened claims (other than claims for
benefits in the ordinary course), lawsuits or arbitrations which have been asserted or instituted
against the VLI Plans, any fiduciaries thereof with respect to their duties to the VLI Plans or the
assets of any of the trusts under any of the VLI Plans which could reasonably be expected to
result in any material liability of any of the VL] Entities or any of their respective Subsidiaries to
the PBGC, the U.S. Department of the Treasury, the U.S. Department of Labor, any VLI Plan,
any participant in a VLI Plan, or any other party.

(viii) Except as set forth in Section 4.2(m)(viii) of the VLI Disclosure
Schedule, the VLI Entities and their respective Subsidiaries have no liability for life, health,
medical or other welfare benefits to former employees or beneficiaries or dependents thereof,
except for health continuation coverage that is required by Section 4980B of the Code or Part 6
of Title I of ERISA or that is provided at no expense to the VLI Entities and their respective
Subsidiaries. The VLI Entities and their respective Subsidiaries have reserved the right to
amend, terminate or modify at any time all plans or arrangements providing for retiree health or
life insurance coverage.

(ix)  Section 4.2(m)ix) of the VLI Disclosure Schedule sets forth (A)
an accurate and complete list of each VLI Plan under which the execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby could (either alone or
in conjunction with any other event), result in, cause the accelerated vesting, funding or delivery
of, or increase the amount or value of, any payment or benefit (including the forgiveness of
indebtedness) to any employee, officer or director of the VLI Entities or any of their respective
Subsidiaries, or could limit the right of the VLI Entities or any of their respective Subsidiaries to
amend, merge, terminate or receive a reversion of assets from any VLI Plan or related trust or
any employment agreement or related trust, and (B) a reasonable good faith estimate of the
maximum amount of the payments or value of benefits that could become payable to officers and
senior management of the VLI Entities or any of their respective Subsidiaries if their
employment were terminated at cither of the Effective Times.

(x)  Except as would not reasonably be expected, individually or in the
aggregate, to have a Material Adverse Effect on the VLI Entities, all VLI Benefit Plans subject to
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the laws of any jurisdiction outside of the United States (A) have been maintained in accordance
with all applicable requirements; (B) if they are intended to qualify for special tax treatment meet
all requirements for such treatment; and (C) if they are intended to be funded and/or book-
reserved are fully funded and/or book reserved, as appropriate, based upon reasonable actuarial
assumptions.

- (xi)  There does not now exist, nor do any circumstances exist that
could result in, any liability (A) under Title IV of ERISA, (B) under section 302 of ERISA, (C)
under sections 412 and 4971 of the Code, (D) as a result of a failure to comply with the
continuation coverage requirements of section 601 et seq. of ERISA and section 4980B of the
Code, and (E) under corresponding or similar provisions of foreign laws or regulations, other
than such liabilities that arise solely out of;, or relate solely to, the VLI Benefit Plans, that would
be a liability of the VLI Entities or any of their respective Subsidiaries following the Effective
Time. Without limiting the generality of the foregoing, neither the VLI Entities nor any of their
respective Subsidiaries, nor any of their respective ERISA Affiliates, has engaged in any
transaction described in Section 4069, 4204 or 4212 of ERISA. With respect to each VLI Plan,
there is not now, nor do any circumstances exist that could give rise to, any requirement for the
posting of security with respect to a VLI Plan or the imposition of any lien on the assets of the
VLI Entities or any of their respective Subsidiaries under ERISA or the Code.

(xii) None of the VLI Entities or any of their respective Subsidiaries has
any potential liability, contingent or otherwise, under the Coal Industry Retiree Health Benefits
Act of 1992. None of VLI, any of its Subsidiaries or any entity that was ever an ERISA Affiliate
of VLI or any of its Subsidiaries was, on July 20, 1992, required to be treated as a single
employer under Section 414 of the Code together with an entity that was ever a party to any
collective bargaining agreement or any other agreement with the United Mine Workers of
America.

(n)  Property of VLI

@ Except for Permitted Encumbrances, failures that could not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on
VLI or in Section 4.2(n) of the VLI Disclosure Schedule, VLI or its Subsidiaries have defensible,
good and valid fee or leasehold title (or, with respect to VLI Pipeline Systems, title to or interest
in the applicable VLI Pipeline System sufficient to enable VLI and its Subsidiaries to conduct
their businesses with respect thereto without interference as it is currently being conducted) to or
valid and enforceable Rights of Way through the VLI Real Property and its other Assets, free
and clear of all Encumbrances.

(ii)  Except for violations that could not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect on VLI or as set forth in the
VLI SEC Documents filed prior to the date hereof or in Section 4.2(n) of the VLI Disclosure
Schedule, the businesses of VLI and its Subsidiaries have been and are being operated in a
manner which does not violate the terms of any Rights of Way used by VLI or its Subsidiaries
in their businesses. All Rights of Way used by VLI or its Subsidiaries in their business are valid
and enforceable, except as the enforceability thereof may be affected by bankruptcy, insolvency
or other Laws of general applicability affecting the rights of creditors generally or principles of
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equity, and grant the rights purported to be granted thereby and all rights necessary thereunder
for the current operation of such businesses, except where the failure of any such Right of Way
to be valid and enforceable or to grant the rights purported to be granted thereby or necessary
thereunder would not have a Material Adverse Effect on VLI. Except as set forth in Section
4.2(n) of the VLI Disclosure Schedule, there are no gaps in the Right of Ways used by VLI and
its Subsidiaries in their businesses that would impair the conduct of such businesses in a manner
that would, or that could reasonably be expected to, have a Material Adverse Effect on VLI, and
no part of the VLI Pipeline System is located on property that is not owned in fee by VLI or its
Subsidiaries or subject to a Right of Way in favor of VLI or one of its Subsidiaries, where the
failure of such VLI Pipeline System to be so located would have a Material Adverse Effect on
VLL

(iii)  There is no pending or, to the Knowledge of VLI, threatened
condemnation of any material part of the VLI Real Property used or necessary for the conduct of
VLI and its Subsidiaries’ businesses, as they are presently conducted, by any Governmental
Entity or other Person.

(iv)  The VLI Real Property and all buildings, structures, improvements
and fixtures located on the VLI Real Property and used in the businesses of VLI and its
Subsidiaries (and all appurtenances thereto and other aspects thereof used in the business) (1) are
in good operating condition and are structurally sound and free of materjal defects; and (2) are
otherwise adequate and appropriate in all material respects (including containing lawful means of
access) to permit the use thereof in the manner for the purposes to which it is presently devoted,
except in each case as could not reasonably be expected to have, either individually or in the
aggregate, a Material Adverse Effect on VLI.

(0) Inteliectual Property. Except as would not reasonably be expected to have
a Material Adverse Effect on VLI, (i) VLI and its Subsidiaries own, or are licensed to use, all
Intellectual Property used in and necessary for the conduct of their business as it is currently
conducted, (ii) to the Knowledge of VLI, the use of Intellectual Property by VLI and its
Subsidiaries does not infringe on or otherwise violate the rights of any third party, and, to the
extent such Intellectual Property is licensed, its use is in accordance in all material respects with
the applicable license pursuant to which VLI acquired the right to use such Intellectual Property,
(iii) to the Knowledge of VLI, no third party is challenging, infringing on or otherwise violating
-any right of VLI in the Intellectual Property, (iv) neither VLI nor any of its Subsidiaries has
received any written notice of any pending claim, order or proceeding with respect to any
Intellectual Property used in and necessary for the conduct of VLI’s and its Subsidiaries’
businesses as they are currently conducted, and (v) to the Knowledge of VLI, no Intellectual
Property is being used or enforced by VLI or its Subsidiaries in a manner that would reasonably
be expected to result in the abandonment, cancellation or unenforceability of any Intellectual
Property used in and necessary for the conduct of VLI’s and its Subsidiaries’ bumasthey
are currently conducted.

(p)  State Takeover Laws; Rights Plan. Parent GP, on behalf of VLI GP, has
approved this Agreement and the transactions contemplated by this Agreement as required under
Section 17-211 of the DRULPA and any other applicable state takeover laws and any applicable
provision of the VLI Partnership Agreement or the VLI GP partnership agreement so that any
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such state takeover laws and such provisions will not apply to this Agreement or any of the
transactions contemplated hereby.

(@  Opinion of Financial Advisor. VLI has received the opinion of Credit
Suisse First Boston LLC, dated the date of this Agreement, to the effect that, as of the date of this
Agreement, the aggregate consideration to be paid by VLI in the KPP Merger and the KSL
Merger is fair to VLI from a financial point of view.

(r)  General Partner Approval. The board of directors of Parent GP on behalf
of VLI GP has (i) determined that this Agreement and the transactions contemplated hereby are
advisable, fair to and in the best interests of the unitholders of VLI, (ii) approved and adopted
this Agreement, and (iii) recommended the approval of the issuance of the VLI Common Units
by the VLI Unitholders contemplated by this Agreement.

(s)  Broker’s Fees. Neither VLI nor any of its Subsidiaries nor any of its
respective officers or directors has employed any broker or finder or incurred any liability for
any broker’s fees, commissions or finder’s fees in connection with the transactions contemplated
by this Agreement, excluding fees to be paid to Credit Suisse First Boston LLC and Citigroup
Global Markets Inc.

t) Taxes. Except in each case for any exceptions that are immaterial
individually and in the aggregate: (i) all Tax Returns that were required to be filed by or with
respect to VLI or any of its Subsidiaries have been duly and timely filed, (ii) all items of income,
gain, loss, deduction and credit or other items required to be included in each such Tax Return
have been so included, (iii) all Taxes owed by VLI or any of its Subsidiaries that are or have
become due have been timely paid in full or an adequate reserve for the payment of such Taxes
has been established, (iv) all Tax withholding and deposit requirements imposed on or with
respect to VLI or any of its Subsidiaries have been satisfied in full in all respects, (v) there are no
Encumbrances on any of the assets of VLI or any of its Subsidiaries that arose in connection with
any failure (or alleged failure) to pay any Tax, (vi) there is no written claim against VLI or any
of its Subsidiaries for any Taxes, and no assessment, deficiency or adjustment has been asserted,
proposed, or threatened in writing with respect to any Tax Return of or with respect to VLI or
any of its Subsidiaries, (vii) there is not in force any extension of time with respect to the due
date for the filing of any Tax Return of or with respect to VLI or any of its Subsidiaries or any
waiver or agreement for any extension of time for the assessment or payment of any Tax of or
with respect to VLI or any of its Subsidiaries, (viii) none of VLI or any of its Subsidiaries will be
required to include any amount in income for any taxable period as a result of a change in
accounting method for any taxable period ending on or before the Closing Date or pursuant to
any agreement with any Tax authority with respect to any such taxable period, (ix) none of VLI
or any of its Subsidiaries is a party to a Tax allocation or sharing agreement, and no payments
are due or will become due by VLI or any of its Subsidiaries pursuant to any such agreement or
arrangement or any Tax indemnification agreement, (x) none of VLI or any of its Subsidiaries
has been a member of an affiliated group filing a consolidated federal income Tax Return or has
any liability for the Taxes of any Person (other than a VLI Entity or any of their Subsidiaries)
under Treasury Regulation Section 1.1502-6 (or any similar provision of state, local, or foreign
law), as a transferee or successor, by contract, or otherwise, (xi) VLI is a “publicly traded
partnership” for United States federal income tax purposes and (xii) at least 90% of the gross
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income of VLI for each taxable year since its formation has been from sources that VLI’s
counsel has opined will be treated as “qualifying income” within the meaning of section 7704(d)
of the Code.

(w) 3 ive Bargaini greements. Neither VLI nor any
Subsidiary of VLI is a party to any collectnve bargaining or other labor union contract applicable
to persons employed by VLI or any Subsidiary of VLI, and no collective bargaining agreement
or other labor union contract is being negotiated by VLI or any Subsidiary of VLI. No labor
organization or group of employees of VLI or any of its Subsidiaries has made a pending
demand for recognition or certification, and there are no representation or certification
proceedings or petitions seeking a representation proceeding presently pending or, to the
Knowledge of the VLI Entities, threatened to be brought or filed, with the National Labor
Relations Board or any other labor relations tribunal or authority. Except as would not
reasonably be expected to heve a Material Adverse Effect on VLI, (i) there is no labor dispute,
strike, slowdown or work stoppage against VLI or any Subsidiary of VLI pending or, to the
Knowledge of VLI, threaten=d against VLI or any Subsidiary of VLI and (ii) no unfair labor
practice or labor charge or complaint has occurred with respect to VLI or any Subsidiary of VLI.

) Regulation a ity: I any. None of the VLI Entities
nor any of its Subsldxmuls(n)an“mvesunent company”,asdeﬁnedm,ormbjecttoreguhnon
under, the Investment Company Act of 1940, as amended, or (ii) (1) a “public-utility company”
or a “holding company” or (2) a “subsidiary company” or an “affiliate” of a “public-utility
company” or a “holding company,” as such terms are defined in the Public Utility Holding
Company Act of 1935, as amended. Except as set forth in Section 4.2(v) of the VLI Disclosure
Schedule, none of the VLI Entities or their affiliates, all or part of whose rates or services are
regulated by a Governmental Entity, is a party to any proceeding before a Governmental Entity
that could reasonably be expected to result in orders having a Material Adverse Effect with
respect to the VLI Entities, nor to the Knowledge of the VLI Entities has notice of such a
proceeding been given or has any Governmental Entity indicated to any of the VLI Entities its
intention to hold such a proceeding.

ARTICLEV

COVENANTS RELATING TO CONDUCT OF BUSINESS

5.1  Covenants of Kaneb Entitics. During the period from the date of this
Agreement and continuing until the KPP Effective Time, KPP agrees as to itself and its
Subsidiaries that without the written consent of VLI, which consent shall not be unreasonably
withheld or delayed (except as expressly contemplated or permitted by this Agreement or a
correspondingly numbered subsection of the Kaneb Disclosure Schedule):

(@  Ordinary Course.
@) KPP and its Subsidiaries shall carry on their respective businesses
in the ordinary course consistent with past practices in all material respects, in substantially the
same manner as heretofore conducted, and shall use their reasonable best efforts consistent with
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the other provisions of this Agreement to keep available the services of their respective present
officers and key employees, preserve intact their present lines of business, maintain their rights
and franchises and preserve their relationships with customers, suppliers and others having
bmmusdeﬂmgsmththunmmeendﬁmtheuongomgbusmshaumtbempamdmmy
material respect at the KPP Effective Time.

(ii) KPP shall not, and shall not pexmit any of its Subsidiaries to, (A)
enter into any new material line of business or (B) incur or commit to any capital expenditures or
any obligations or liabilities in connection therewith, other than capital expenditures and
obligations or liabilities in connection therewith (T) not exceeding $1 million individually, or $3
million in the aggregate, or (II) contemplated by the 2004 or 2005 capital budget approved by the
board of directors of KPP GI? and set forth on Section 5.1(a)(ii) of the Kaneb Disclosure
Schedule.

(b)  Distributions; Changes i apital. Except as required under the
KPP Partnership Agreement, KPP shall not, and shall not perm;t any of its Subsidiaries to, and
shall not propose to, (i) declare or pay any distributions in respect of any of its equity securities
or partnership units, except (y) subJect to Section 6.11, the declaration and payment of regular
quarterly cash distributions rot in excess of $0.855 per KPP Unit with usual record and payment
dates for such distributions in accordance with past distribution practice, and (z) the declaration
and payment of regular distributions from a wholly owned Subsidiary of any of the Kaneb
Entities to its parent Kaneb Entity or to another wholly owned Subsidiary of such parent Kaneb
Entity in accordance with past distribution practice, (ii) split, combine or reclassify any of its
equity securities or partnership units or issue or authorize or propose the issuance of any other
securities in respect of, in lieu of or in substitution for, its equity securities or partnership units,
except for any such transaction by a wholly owned Subsidiary of any Kaneb Entity which
remains a wholly owned Subsidiary of such Kaneb Entity after consummation of such
transaction, or (iii) repurchase, redeem or otherwise acquire any of its equity securities or
partnership units or any securities convertible into or exercisable for any equity securities or
partnership units.

(c)  Issuance of Securities. KPP shall not, and shall not permit any of its
Subsidiaries to, issue, deliver, sell, pledge or dispose of, or authorize or propose the issuance,
delivery, sale, pledge or disposition of, any of its equity securities or partner units of any class
(including, but not limited to, in the case of KPP, any general partner interests or limited partner
interests), any Voting Debt or any securities convertible into or exercisable for, or any rights,
warrants, calls or options to ecquire, any such shares or Voting Debt, or enter into any
commitment, arrangement, undertaking or agreement with respect to any of the foregoing, other
than issuances, sales or deliveries by a wholly owned Subsidiary of the Kaneb Entities of equity
securities or partnership units to such Subsidiary’s parent or another wholly owned Subsidiary of
the Kaneb Entities.

(d) Goveming Documents. Except to the extent required to comply with its
obligations hereunder or with. applicable law, KPP shall not and shall cause each of its
Subsldnanwnottoamendorpmposetoamendxtspaﬂnemhlpagmementorhmuedhabthty
company agreement or similer organizational documents.
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(¢) No Acquisitions. Except for acquisitions (i) set forth in Section 5.1(¢) of
the Kaneb Disclosure Schedule or (ii) in the ordinary course of business consistent with past
practice that do not exceed $1 million individually or $3 million in the aggregate, KPP shall not,
and shall not permit any of its Subsidiaries to, acquire or agree to acquire by merger or
consolidation, or by purchasing a substantial equity interest in or a substantial portion of the
assets of, or by any other manner, any business or any corporation, partnership, association or
other business organization or division thereof or otherwise acquire or agree to acquire any assets
(excluding the acquisition of assets used in the operations of the business of KPP and its
respective Subsidiaries in the ordinary course, which assets do not constitute a business unit,
division or all or substantially all of the assets of the transferor and which acquisitions are in the
ordinary course of business consistent with past practice).

® No Dispositiops. KPP shall not, and shall not permit any of its
Subsidiaries to, sell, lease or otherwise dispose of, or agree to sell, lease or otherwise dispose of,
in each case including but nct limited to by way of merger, any of its assets (including equity
securities or partnership units of Subsidiaries of any of the Kaneb Entities), except for, in the
case of assets that are not equity securities or partnership units, dispositions or encumbrances of
immaterial assets in the ordinary course of business consistent with past practice.

(8 Investments; Indebtedness. KPP shall not, and shall not permit any of its
Subsidiaries to, (i) make any loans, advances or capital contributions to, or investments in, any
other Person, other than (x) loans or investments by KPP or any of its wholly owned Subsidiaries
to any of their wholly owned Subsidiaries or parent wholly owning such entity, (y) in the
ordinary course of business consistent with past practice which are not, individually or in the
aggregate, material to KPP and its Subsidiaries taken as a whole (provided that none of such
transactions referred to in this clause (y) presents a material risk of making it more difficult to
obtain any approval or authorization required in connection with the KPP Merger under
Regulatory Law) or (ii) except for additional borrowing under existing loan agreements, incur
any indebtedness for borrowed money or guarantee or assume any such indebtedness of another
Person, issue or sell any debt securities or warrants or other rights to acquire any debt securities
of KPP or any of its Subsidiaries, guarantee any debt securities of any of another person, enter
into any “keep well” or other agreement to maintain any financial statement condition of another
Person (other than any wholly owned Subsidiary) or enter into any arrangement having the
economic effect of any of the foregoing. Notwithstanding any other provision of this Agreement,
KPP and its Subsidiaries shall be entitled to transfer funds and make payments to KSL and its
Subsidiaries (i) to reimburse KSL and its Subsidiaries for obligations (which otherwise were
incurred in compliance with the KSL Merger Agreement) of KPP or its Subsidiaries incurred by
KSL or its Subsidiaries or (ii) in the ordinary course of business consistent with past practice.

()  Compensation. Except (i) as disclosed on Section 5.1(h) of the Kaneb
Disclosure Schedule or except as required by law or by the terms of any collective bargaining
agreement or other agreement in effect as of the date hereof between the Kaneb Entities or any of
their respective Subsidiaries and any director, officer or employee thereof identified on Section
5.1(h) of the Kaneb Disclosure Schedule, or (ii) as otherwise agreed by VLI and KPP, KPP shall
not and shall not permit any of its Subsidiaries to (A) increase the amount of compensation of, or
pay any severance to, any director, officer or employee of KPP or any of its Subsidiaries (except
for increases in base salary or wages to employees who are not directors or officers of the
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foregoing entities in the ordinary course of business consistent with past practice), (B) make any
increase in or commitment to increase any employee benefits, (C) grant any additional equity-
based awards, (D) adopt, enter into or amend, make any commitment to adopt, enter into or
amend, or take any action to clarify any provision of, any Kaneb Benefit Plan, (E) fund or make
any contribution to any Kaneb Benefit Plan or any related trust or other funding vehicles, other
than regularly scheduled contributions to trusts funding qualified plans, or (F) adopt, enter into or
amend any collective bargaining agreement or other arrangement relating to union or organized
employees.

()  Accounting Methods; Tax Elections. Except as disclosed in Kaneb SEC
Documents filed prior to the date of this Agreement, or as required by a Governmental Entity,
KPP shall not change in any material respect its methods of accounting in effect at December 31,
2003, except as required by changes in GAAP as concurred in by the Kaneb Entities’s
independent public accountants. KPP shall not (i) change its fiscal year or any method of tax
accounting, (ii) make any material Tax election or (iii) selﬂeorcompromlsc any material

liability for Taxes, except as required by law.

G Material Contracts. Other than in the ordinary course of business
consistent with past practice or as disclosed on Section 5.1(j) of the Kaneb Disclosure Schedule,
KPP and its Subsidiaries shall not enter into any contract or agreement that would be a Kaneb
Contract if in existence as of the date of this Agreement or terminate or amend in any material
respect any Kaneb Contract or waive any material rights under any Kaneb Contract.

(k)  Settlement of Disputes. KPP and its respective Subsidiaries shall not
settle any claim, demand, lawsuit or state or federal regulatory proceeding (i) for damages to the
extent such settlement in the aggregate assesses damages in excess of $500,000 or (i) seeking an
injunction or any other equitable relief, except in case of clause (i), a settiement of any such
claim, demand, lawsuit or state or federal regulatory proceeding within the specific amount
reserved and identified on Schedule 5.1(k) of the Kaneb Disclosure Schedule, provided that such
settlement achieves a full, final and non-appealable resolution of the matter reserved.

1)) Insyrance. KPP shall use commercially reasonable efforts to maintain
with financially responsible insurance companies insurance in such amounts and against such
risks and losses as are now carried by KPP and its Subsidiaries.

(m) Govemnmental Filings. The Kaneb Entities shall file on a timely basis all
material notices, reports, returns and other filings required to be filed with or reported to any
Governmental Entity, as well as all applications and other documents necessary to maintain,
renew or extend any material permit, license, variance or any other approval required by any
Governmental Entity for the continuing operation of its business.

(n)  Certain Actions. The Kaneb Entities and their mpecﬁve Subsidiaries
shall not take any action or omit to take any action which action or omission would reasonably
beexpectedtopmventormatmallydelayornmpedetheoonmmanonoftheKPPMageror
the other transactions contemplated by this Agreement.
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(0)  No Related Actions. KPP shall not, and shall not permit any of its
Subsidiaries to, agree or commit to do any of the foregoing.

5.2 Covenants of VLI. During the period from the date of this Agreement and
continuing until the Effective Times, each of the VLI Entities agrees as to itself and its
Subsidiaries that without the written consent of KPP GP, which consent shall not be
unreasonably withheld or delayed (except as expressly contemplated or permitted by this
Agreement or a correspondingly numbered subsection of the VLI Disclosure Schedule).

(@) New Busines F) ditures. VLI shall not, and shall not permit
any of its Subsidiaries to, (A)entermtoanynewmatenalhneofbusmcssor(B)mcmorcommtt
to any capital expenditures or any obligations or liabilities in connection therewith, other than
capital expenditures and obligations or liabilities in connection therewith (I) not exceeding $40
million individually, or $40 million in the aggregate, or (II) contemplated by the 2004 or 2005
capital budget approved by VLI GP and set forth on Section 5.2(a)(II) of the VLI Disclosure
Schedule.

()  Ordinary Course. Except as required under the VLI Partnership
Agreement as in effect as of the date hereof, VLI and its Subsidiaries shall carry on their
respective businesses in the ordinary course consistent with past practices in all material respects,
in substantially the same manner as heretofore conducted, and shall use their reasonable best
efforts to preserve intact their present lines of business, maintain their rights and franchises and
preserve their relationships with customers, suppliers and others having business dealings with
them to the end that their ongoing businesses shall not be impaired in any material respect at the
KPP Effective Time.

© istributi ges i are Capital. Except as required by the VLI
Partnership Agreement, VLI shallnot, andslmll notpamntany of its Subsidiaries to, and shall
not propose to, (i) declare or pay any distributions on or make other distributions in respect of
any of its partnership units or other equity securities, except (x) the declaration and payment of
regular quarterly cash distributions not in excess of $0.80 per VLI Common Unit with usual
record and payment dates for such distributions in accordance with past distribution practice and
(y) the declaration and payment of regular distributions from a wholly-owned Subsidiary of VLI
to VLI or to another wholly-owned Subsidiary of VLI in accordance with past distribution
practice, (ii) split, combine or reclassify any of its partnership units or issue or authorize or
propose the issuance of any other securities in respect of, in lieu of or in substitution for, shares
of its partnership units, except for any such transaction by a wholly owned Subsidiary of VLI
which remains a wholly owned Subsidiary after consummation of such transaction or (iii)
repurchase, redeem or otherwise acquire any of its equity securities or partnership units or any
securities convertible into or exercisable for any equity securities as partnership units.

(d  Issuance of Securjtics. The VLI Entities shall not, and shall not permit
any of their respective Subsidiaries to, issue, deliver, sell, pledge or dispose of, or authorize or
propose the issuance, delivery, sale, pledge or disposition of, any of its equity securities or
partner units of any class (including, but not limited to, in the case of VLI and VLI GP, or any
general partner interests or limited partner interests), any Voting Debt or any securities
convertible into or exercisable for, or any rights, warrants, calls or options to acquire, any such
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shares or Voting Debt, or enter into any commitment, arrangement, undertaking or agreement
with respect to any of the foregoing, other than (i) the issuance of VLI stock options or VLI
Common Units upon the exercise of VLI stock options each issued under the VLI Stock Plan, or
(ii) issuances, sales or deliveries by a wholly owned Subsidiary of any of the VLI Entities of
equity securities or partnership units to such Subsidiary’s parent or another wholly owned
Subsidiary of any of the VLI Entities.

(¢)  Goveming Documents. Except to the extent required to comply with its
obligations hereunder or applicable law, the VLI Entities shall not amend or propose to amend
the VLI Partnership Agreement or any of the organizational documents of the other VLI Entities
in a manner that would be adverse to the interests of the holders of KPP Units in any manner.

(®  No Acquisitions. Except for acquisitions (i) set forth in Section 5.2(f) of
the VLI Disclosure Schedule or (ii) in the ordinary course of business consistent with past
practice that do not exceed $35 million individually or $35 million in the aggregate, without the
prior written consent of KPP, which will not be unreasonably withheld, the VLI Entities shall
not, and shall not permit any of their Subsidiaries to, acquire or agree to acquire by merger or
consolidation, or by purchasing a substantial equity interest in or a substantial portion of the
assets of, or by any other manner, any business or any corporation, partnership, association or
other business organization or division thereof or otherwise acquire or agree to acquire any assets
(excluding the acquisition of assets used in the operation of the business of the VLI Entities and
their respective Subsidiaries in the ordinary course, which assets do not constitute a business
unit, division or all or substantially all of the assets of the transferor and which acquisitions are in
the ordinary course of business consistent with past practice).

(8®) NoDisposition. VLI shall not, and shall not permit any of their
Subsidiaries to, sell, lease or otherwise dispose of,, or agree to sell, lease or otherwise dispose of,
in each case including but not limited to by way of merger, any of its assets (including equity
securities or partnership units of Subsidiaries of any of the VLI Eatities), except for, in the case
of assets that are not equity securities or partnership units, dispositions or Encumbrances of
immaterial assets in the ordinary course of business consistent with past practice.

) ments: In jnegs. The VLI Entities shall not, and shall not
permit any of their Subsidiaries to, (1)makeany loans, advances or capital contributions to, or
investments in, any other Person, other than (x) loans or investments by any of the VLI Entities
or any of their wholly owned Subsidiaries to any of their wholly owned Subsidiaries or parent
wholly owning such entity, (y) in the ordinary course of business consistent with past practice
which are not individually or in the aggregate, material to the VLI Entities and their respective
Subsidiaries taken as a whole (provided that none of such transactions referred to in this clause
(y) presents a material risk of making it more difficult to obtain any approval or authorization
required in connection with the KPP Merger under Regulatory Law) or (ii) except for-additional
borrowing under existing loan agreements or otherwise in connection with financing the
transactions contemplated by this Agreement, incur any indebtedness for borrowed money or
guarantee or assume any such indebtedness of another Person, issue or sell any debt securities or
warrants or other rights to acquire any debt securities of any of the VLI Entities or any of their
respective Subsidiaries, guarantee any debt securities of another person, enter into any “keep
well” or other agreement to maintain any financial statement condition of another Person (other
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than any wholly owned Subsidiary) or enter into any arrangement having the economic effect of
any of the foregoing.

(i) Compensation. Except (i) as disclosed on Section 5.2(i) of the VLI
Disclosure Schedule or except as required by law or by the terms of any collective bargaining
agreement or other agreement in effect as of the date hereof between the VLI Entities or any of
their respective subsidiaries and any director, officer or employee thereof identified on Section
5.2(i) of the VLI Disclosure Schedule, (ii) in the ordinary course of business consistent with past
practice, or (iii) as otherwise agreed by VLI and KPP, the VLI Entities shall not and shall not
permit any of their respective Subsidiaries to (A) increase the amount of compensation of, or pay
any severance to, any director, officer or key employee of the VLI Entities or any of their
respective Subsidiaries (except for increases in base salary or wages to employees who are not
directors, officers or key employees of the foregoing entities in the ordinary course of business
consistent with past practice), (B) make any increase in or commitment to increase any employee
benefits, (C) adopt, enter into or amend, make any commitment to adopt, enter into or amend, or
taken ay action to clarify any provision of, any VLI Benefit Plan, (D) fund or make any
contribution to any VLI Benefit Plan or any related trust or other funding vehicles, other than
regularly scheduled contributions to trusts funding qualified plans, or (E) adopt, enter into or
amend any collective bargaining agreement or other arrangement relating to union or organized
employees.

()] nting tions. Except as disclosed in VL] SEC
DocumcntsﬁledpnortothedateofﬂnsAgreemcnt,orasmqmmdbyaGovemmcmalEnuty,
cach of the VLI Entities shall not change in any material respect its methods of accounting in
effect at December 31, 2003, except as required by changes in GAAP as concurred in by the VLI
Entities’ independent public accountants. Each of the VLI Entities shall not (i) change its fiscal
year or any method of tax accounting, (ii) make any material Tax election or (iii) settleor
compromise any material liability for Taxes, except as required by law.

(k) Material Contracts. Other than in the ordinary course of business
consistent with past practice or as disclosed on Section 5.2(d) of the VLI Disclosure Schedule,
none of the VLI Entities or their Subsidiaries shall enter into any contract or agreement that
would be a VLI Contract if in existence as of the date of this Agreement or terminate or amend
in any material and adverse respect any VLI Contract, waive any material rights under any VLI
Contract.

()] Settlement of Disputes. The VLI Entities and their Subsidiaries shall not
settle any claim, demand, lawsuit or state or federal regulatory proceeding (i) for damages to the
extent such settlement in the aggregate assesses damages in excess of $500,000, or (ii) seeking
an injunction or any other equitable relief.

(m) Insurance. VLI shall use commercially reasonable efforts to maintain with
financially responsible insurance companies insurance in such amounts and against such risks
and losses as are now carried by the VLI Entities or their Subsidiaries.

(n) Governmentsl Filings. The VLI Entities and their Subsidiaries shall file
on a timely basis all material notices, reports, returns and other filings required to be filed with or
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reported to any Governmental Entity, as well as all applications and other documents necessary
to maintain, renew or extend any material permit, license, variance or any other approval
required by any Governmental Entity for the continuing operation of its business.

(o)  Certain Actions. The VLI Entities and their Subsidiaries shall not take
any action or omit to take any action which action or omission would reasonably be expected to
prevent or materially delay or impede the consummation of the KSL Merger and the KPP
Merger or the other transactions contemplated by this Agreement or the KSL Merger Agreement.

(p) NoRelated Actions. Each of the VLI Entities shall not, and shall not
permit any of its Subsidiaries to, agree or commit to do any of the foregoing.

5.3  Governmental Filings. To the extent permitted by law or regulation or any
applicable confidentiality agreement, cach of the Kaneb Entities and VLI shall confer on a
reasonable basis with each other on operational matters. The Kaneb Entities and VLI shall file
all reports required to be filed by each of them with the SEC (and all other Governmental
Entities) between the date of this Agreement and the KPP Effective Time and shall, if requested
by the other and (to the extent permitted by law or regulation or any applicable confidentiality
agreement) deliver to the other party copies of all such reports, announcements and publications
promptly upon request.

5.4  Control of Other Party’s Business. Nothing contained in this Agreement
shall give the Kaneb Entities, directly or indirectly, the right to control or direct VLI’s operations
or give VLI, directly or indirectly, the right to control or direct the Kaneb Entities’ operations
pnortotheKPPEﬁ'ecnveTxme Prior to the KPP Effective Time, each of the Kaneb Entities
and VLI shall exercise, consistent with the terms and conditions of this Agreement, complete

control and supervision over its respective operations.
ARTICLE VI

ADDITIONAL AGREEMENTS

(8) As promptly as reasonably practicable following the date of this
Agreement, VLI and the Kaneb Entities shall cooperate in preparing and each shall cause to be
filed with the SEC mutually acceptable proxy materials which shall constitute the Joint Proxy
Statement/Prospectus and VLI shall prepare and file with the SEC the Form S-4. The Joint
Proxy Statement/Prospectus will be included as a prospectus in and will constitute a part of the
Form S-4 as VLI’s prospectus. Each of VLI and the Kaneb Entities shall use reasonable best
cfforts to have the Joint Proxy Statement/Prospectus cleared by the SEC and the Form S-4
declared effective by the SEC, and to keep the Form S-4 effective as long as is necessary to
consummate the KPP Merger and the related transactions contemplated hereby. VLI and the
Kaneb Entities shall, as promptly as practicable after receipt thereof, provide each other with
copies of any written comments, and advise each other of any oral comments, with respect to the
Joint Proxy Statement/Prospectus or Form S-4 received from the SEC. The parties shall
cooperate and provide the other party with a reasonable opportunity to review and comment on
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any amendment or supplement to the Joint Proxy Statement/Prospectus and the Form S-4 prior to
filing such with the SEC and will provide each other with a copy of all such filings made with
the SEC. Notwithstanding any other provision herein to the contrary, no amendment or
supplement (including by incorporation by reference) to the Joint Proxy Statement/Prospectus or the
Form S-4 shall be made without the approval of both VLI and the Kaneb Entities, which approval
shall not be unreasonably withheld or delayed; provided that, with respect to documents filed by
a party which are incorporated by reference in the Form S-4 or the Joint Proxy
Statement/Prospectus, this right of approval shall apply only with respect to information relating
to the other party or its business, financial condition or results of operations. VLI will use
reasonable best efforts to cause the Joint Proxy Statement/Prospectus to be mailed to VLI
Unitholders, and the Kaneb Entities will use reasonable best efforts to cause the Joint Proxy
Statement/Prospectus to be mailed to KPP Unitholders, in each case as promptly as practicable
after the Form S-4 is declared effective under the Securities Act. Each party will advise the other
party, promptly after it receives notice thereof, of the time when the Form S-4 has become
effective, the issuance of any stop order, the suspension of the qualification of the VLI Common
Units issuable in connection with the KPP Merger for offering or sale in any jurisdiction, or any
request by the SEC for amendment of the Joint Proxy Statement/Prospectus or the Form S-4. If,
at any time prior to the Effective Times, any information relating to VLI or the Kaneb Entities,
or any of their respective affiliates, officers or directors, is discovered by VLI or the Kaneb
Entities and such information should be set forth in an amendment or supplement to either of the
Form S-4 or the Joint Proxy Statement/Prospectus so that any of such documents would not
include any misstatement of a material fact or omit to state any material fact necessary to make
the statements therein, in light of the circumstances under which they were made, not
misleading, the party discovering such information shall promptly notify the other party hereto
and, to the extent required by law, rules or regulations, an appropriate amendment or supplement
describing such information shall be promptly filed with the SEC and disseminated to the KPP
Unitholders and the VLI Unitholders.

KPP shall use its reasonable best efforts to ensure that none of the information to be
supplied by the Kaneb Entities or their respective Subsidiaries in the Form S-4 or the Joint Proxy
Statement/Prospectus shall, at the time of the mailing of the Joint Proxy Statement/Prospectus
and any amendments or supplements thereto, and at the time of each of the KPP Unitholders
Mecting and the VLI Unitholders Meeting, contain any untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary in order to make the
statements therein, in the light of the circumstances under which they are made, not misleading.
KPP shall use its reasonable best efforts to ensure that the Joint Proxy Statement/Prospectus will
comply, as of its mailing date, as to form in all material respects with all applicable laws,
including the provisions of the Exchange Act and the rules and regulations promulgated
thereunder, except that no covenant is made by the Kaneb Entities with respect to information
supplied by VLI for inclusion therein.

VLI shall use its reasonable best efforts to ensure that none of the information to be
supplied by the VLI Entities or their Subsidiaries in the Form S-4 or the Joint Proxy
Statement/Prospectus will, at the time of the mailing of the Joint Proxy Statement/Prospectus and
any amendments or supplements thereto, and at the time of each of the KPP Unitholders Meeting
and the VLI Unitholders Meeting, contain any untrue statement of a material fact or omit to state
any material fact required to be stated therein or necessary in order to make the statements
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therein, in the light of the circumstances under which they are made, not misleading. VLI shall
use its reasonable best efforts to ensure that the Joint Proxy Statement/Prospectus will comply, as
of its mailing date, as to form in all material respects with all applicable laws, including the
provisions of the Exchange Act and the rules and regulations promulgated thereunder, except
that no covenant is made by the VLI Entities with respect to information supplied by Kaneb
Entities for inclusion therein.

(b) KPP GP shall duly take all lawful action to call, give notice of, convene
and hold the KPP Unitholders Meeting as soon as practicable on a date determined in accordance
with the mutual agreement of VLI and the Kaneb Entities for the purpose of obtaining the KPP
Unitholders Approval and, subject to Section 6.5, shall take all lawful action to solicit the KPP
Unitholders Approval. The Board of Directors of KPP GP (i) shall recommend the approval and
adoption of the plan of merger contained in this Agreement by the KPP Unitholders to the effect
as set forth in Section 4.1(r) (the “Kaneb Recommendation™), and (i) shall not, unless VLI first
makes a Change in the VLI Recommendation, (x) withdraw, modify or qualify (or propose to
withdraw, modxfyorquahfy)manymanncradversetoVLIﬁxeKanebRwommendanonor
(y) take any action or make any statement in connection with the KPP Unitholders Meeting
inconsistent with such recommendation (collectively, a “Change in the Kaneb
Recommendation™); provided, howeves, that the Board of Directors of KPP and KPP GP may
make a Change in the Kaneb Recommendation pursuant to Section 6.5 hereof.

(c) VLI shall duly take all lawful action to call, give notice of, convene and
hold the VLI Unitholders Meeting as soon as practicable on a date determined in accordance
with the mutual agreement of VLI and the Kaneb Entities for the purpose of obtaining the VLI
Unitholders Approval and shall take all lawful action to solicit the VLI Unitholders Approval.
The Board of Directors of Parent GP on behalf of VLI GP shall recommend the approval of the
issuance of VLI Common Units in the KPP Merger by the VLI Unitholders to the effect set forth
in Section 4.2(r)(the “VLI Recommendation™), and shall not, unless the board of directors of
KPP GP (pursuant to this Agreement) or the board of directors of KSL (pursuant to the KSL
Merger Agreement) first makes a Change in the Kaneb Recommendation (as defined in this
Agreement or in the KSL Merger Agreement), (x) withdraw, modify or qualify (or propose to
withdraw, modify or qualify) in any manner adverse to Kaneb Entities the VLI Recommendation
or(y)takeanyacuonormakeanysmwmentmconnecttonmthﬂ:eVLIUmtholdeuMeeung
inconsistent with such recommendation (collectively, a “Change in the ¢ ,

6.2  Governance Matters. At the KPP Effective Time, (i) VLI GP shall take all
requisite action to give effect to the succeeding clause, and (ii) Diamond Shamrock Refining and
Marketing Company, a Subsidiary of Valero Energy Corporation and the sole member of Parent
GP, the general partner of VLI GP, shall (a) expand the Board of Directors of Parent GP by up to
threemembersand(b)causeﬂneeofthccmentmembersoftheKPPGPBoaldofDuectors,as
shall be mutually determined by the Kaneb Entities and VLI, to be appointed to the Board of
Directors of Parent GP (collectively, the “Kaneb Board Designees™).

6.3  Access to Information. Upon reasonable notice, each party shall (and
shall cause its Subsidiaries to), except as prohibited by law, afford to the officers, employees,
accountants, counsel, financial advisors and other representatives of the other party reasonable
access during normal business hours, during the period prior to the Effective Times, to all its
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properties, books, contracts, commitments, records, officers and employees, and, during such
period, such party shall (and shall cause its Subsidiaries to) furnish promptly to the other party
(a) a copy of each report, schedule, registration statement and other document filed, published,
announced or received by it in connection with the transactions contemplated by this Agreement
during such period pursuant to the requirements of Federal, state or foreign laws (including,
withomlimitation,pursuanttotheHSRAct,theSecmiﬁwAct,theExchangeActandthenﬂ&s
of any Governmental Entity thereunder), as applicable (other than documents which such party is
not permitted to disclose under applicable law), and (b) all other information concerning it and
its business, properties and personnel as such other party may reasonably request; provided,
however, that either party may restrict the foregoing access to the extent that (i) any law, treaty,
rule or regulation of any Governmental Entity applicable to such party or any contract requires
such party or its Subsidiaries to restrict or prohibit access to any such properties or information
or (ii) such disclosure of the information would breach confidentiality obligations owed to a third
party (provided, further, that if the circumstances of the preceding proviso occur, the parties will
use reasonable best efforts to agree upon alternate disclosure methods to convey, to the
maximum extent possible, the substance of such information to the requesting party). The
parties will hold any information obtained pursuant to this Section 6.3 in confidence in
accordance with, and shall otherwise be subject to, the provisions of the amended and restated
confidentiality agreement dated August 8, 2004, between KPP, KSLandVLI(the
“Confidentiglity Agreement™), which Confidentiality Agreement shall continuve in full force and
effect. Any investigation by either VLI or Kaneb Entities shall not affect the representations and
warranties of the other.

64  Reasonable Best Efforts.

(@)  Subject to the terms and conditions of this Agreement, each party hereto
will use its reasonable best efforts to take, or cause to be taken, all actions, and to do, or cause to
be done, all things necessary, proper or advisable under this Agreement and applicable laws and
regulations to consummate the KPP Merger and the other transactions contemplated by this
Agreement as soon as practicable after the date of this Agreement, including (i) preparing and
filing as reasonably as practicable all documentation to effect all necessary applications, notices,
petitions, filings, and other documents and to obtain as reasonably as practicable all Necessary
Consents and all other consents, waivers, licenses, orders, registrations, approvals, permits,
rulings, authorizations and clearances necessary or advisable to be obtained from any third party
and/or any Governmental Entity in order to consummate the KPP Merger or any of the other
transactions contemplated by this Agreement (collectively, the “Required Approvals™) and (ii)
using its reasonable best efforts to obtain all such Necessary Consents and the Required
Approvals. In furtherance of and not in limitation of the foregoing, each of VLI and the Kaneb
Entities agrees (i) to make (A) as reasonably as practicable, an appropriate filing of a
Notification and Report Form pursuant to the HSR Act with respect to the transactions
contemplated hereby, (B) as reasonably as practicable, appropriate filings with the Canadian
Competition Commission, if required, in accordance with applicable competition, merger
control, antitrust, investment or similar laws, and (C) as promptly as reasonably practicable, all
other necessary filings with other Governmental Entities relating to the KPP Merger, and, to
supply as promptly as reasonably practicable any additional information or documentation that
may be requested pursuant to such laws or by such authorities and to use reasonable best efforts
to cause the expiration or termination of the applicable waiting periods under the HSR Act and
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the receipt of Required Approvals under such other laws or from such authorities as soon as
practicable and (i) not to extend any waiting period under the HSR Act or enter into any
agreement with the FTC or the DOJ not to consummate the transactions contemplated by this
Agreement, except with the prior written consent of the other parties hereto (which shall not be
unreasonably withheld or delayed).

(®)  Each of the Kaneb Entities and the VLI Entities shall, in connection with
the efforts referenced in Section 6.4(a) to obtain all Required Approvals, use its reasonable best
efforts to (i) cooperate in all respects with each other in connection with any filing or submission
and in connection with any investigation or other inquiry, including any proceeding initiated by a
private party, (ii) subject to applicable law, permit the other party to review in advance any
proposed written communication between it and any Governmental Entity, (iii) promptly inform
eachotherof(and,attheotherpanysreasonablcreqmst.supplytomhothaparty)my
communication (or other correspondence or memoranda) received by such party from, or given
by such party to, the DOJ, the FTC or any other Governmental Entity and of any material
communication received or given in connection with any proceeding by a private party, in each
case regarding any of the transactions contemplated hereby, (iv) consult with each other in
advance to the extent practicable of any meeting or conference with the DOJ, the FTC or any
other Governmental Entity or, in connection with any proceeding by a private party, with any
other Person, and to the extent permitted by the DOJ, the FTC or such other applicable
Governmental Entity or other Person, give the other party the opportunity to attend and
participate in such meetings and conferences and (v) subject to any action taken by the parties
pursuant to Section 6.4(c), respond promptly and fully to any “second request” or other request
for information in connection with filings required by the HSR Act or any similar or
corresponding foreign or state statute, law, rule or regulation.

(¢) In furtherance and not in limitation of the covenants of the parties
contained in Section 6.4(a) and 6.4(b), if any administrative or judicial action or proceeding,
including any proceeding by a private party, is instituted (or threatened to be instituted)
challenging any transaction contemplated by this Agreement as violative of any regulatory law,
or if any statute, rule, regulation, executive order, decree, injunction or administrative order is
enacted, entered, promulgated or enforced by a Governmental Entity which would make the KPP
Merger or the other transactions contemplated hereby illegal or would otherwise prohibit or
materially impair or delay the consummation of the KPP Merger or the other transactions
contemplated hereby, the Kaneb Entities and the VLI Entities shall cooperate with the Other
Party in all respects in responding thereto, and each party shall use its respective reasonable best
efforts in responding thereto, including (i) contesting and resisting any such action or
proceeding, and to have vacated, lifted, reversed or overturned any decree, judgment, injunction
or other order, whether temporary, preliminary or permanent, that is in effect and that prohibits,
prevents or restricts consummation of the Merger or the other transactions contemplated by this
Agreement and to have such statute, rule, regulation, executive order, decree, injunction or
administrative order repealed, rescinded or made inapplicable so as to permit consummation of
the transactions contemplated by this Agreement and (ii) holding separate or otherwise disposing
of or conducting their business in a specified manner, or agreeing to sell, hold separate or
otherwise dispose of or conduct their business in a specified manner or permitting the sale,
holding separate or other disposition of, assets of VLI, KPP or their respective Subsidiaries or
the conducting of their business in a specified manner, provided that the action described in this
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clause (ii) would not be reasonably expected to have a Material Adverse Effect on the VLI
Entities taken as a whole, the Kaneb Entities and KSL taken as a whole, or the combined VLI
Entities and Kaneb Entities after the consummation of the KPP Merger. Notwithstanding the
foregoing or any other provision of this Agreement, nothing in this Section 6.4 shall limit a
party’s right to terminate this Agreement pursuant to Section 8.1(b) or 8.1(c) so long as such
party has up to then complied with its obligations under this Section 6.4.

(d)  Each of the VLI Entities and the Kaneb Entities and their respective
boards of directors and general partners shall, if any state takeover statute or similar statute
becomes applicable to this Agreement, the KPP Merger or any other transactions contemplated
hereby, take all action reasonably necessary to ensure that the KPP Merger and the other
transactions contemplated by this Agreement may be consummated as promptly as practicable on
the terms contemplated hereby and otherwise to minimize the effect of such statute or regulation
on this Agreement, the KPP Merger and the other transactions contemplated hereby.

6.5  Acquisition Proposals.

(@)  Each of KPP and KPP GP agrees that neither it nor any of its Subsidiaries
nor any of its officers and directors nor those of its Subsidiaries shall, and that it shall cause its
and its Subsidiaries’ employees and agents and shall use reasonable best efforts to cause its and
its Subsidiaries representatives (including any investment banker, attorney or accountant retained
by it or any of its Subsidiaries) not to, directly or indirectly, (i) initiate, solicit or encourage or
knowingly take any action that facilitates any inquiries, or the making of any proposal or offer,
with respect to, or a transaction to effect, a merger, reorganization, share exchange,
consolidation, business combination, recapitalization, liquidation, dissolution or similar
transaction involving KPP GP, KPP or any of their respective Subsidiaries, or any purchase, sale
or other transfer of 10% or more of the consolidated assets of KPP GP, KPP (including stock of
any of their Subsidiaries) or their Subsidiaries, or any purchase or sale of, or tender or exchange
offer for, or other transfer of, their equity securities that, if consummated, would result in any
Person (or the sharcholders of such Person) beneficially owning securities representing 10% or
more of the total voting power of KPP or KPP GP, or any portion of the general partner interest
in KPP GP, KPP or any of their respective Subsidiaries, (or 10% or more of the surviving parent
entity in such transaction) or the voting power of any of its Subsidiaries (any such proposal, offer
or transaction, other than (a) a proposal or offer made by VLI or an Affiliate thereof or (b) a
proposal, offer or transaction solely involving equity securities, or all or substantially all of the
assets, of KSL to the extent KSL complies with its obligations relating thereto under the KSL
Merger Agreement, being hereinafter referred to as an "Acquisition Proposal™), (ii) except as the
board of directors of KPP GP determines in good faith, after consultation with outside counsel
and taking into account any change in the terms of the KPP Merger or other proposal made
reasonably promptly by VLI after being notified pursuant to Section 6.5(b), that doing so is
necessary for such directors to comply with their fiduciary duties under applicable law (and in
such case only after entering into a confidentiality agreement with such Person on terms no less
favorable to KPP than the Confidentiality Agreement and conditioned upon contemporaneously
providing to VLI a copy of any such information or data being provided to any such Person
pursuant to this Section 6.5 to the extent not previously provided or made available to VLI), have
any discussion with or provide any confidential information or data to any Person relating to an
Acquisition Proposal, or engage in any negotiations conceming an Acquisition Proposal, (iii)
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approve or recommend, or propose publicly to approve or recommend, any Acquisition Proposal
or (iv) approve or recommend, or propose to approve or recommend, or execute or enter into,
any letter of intent, agreement in principle, merger agreement, acquisition agreement, option
agreement or other similar agreement or propose publicly or agree to do any of the foregoing
related to any Acquisition Proposal.

Notwithstanding anything in this Agreement to the contrary, KPP (and the
Board of Directors of KPP GP) shall be permitted to (A) take and publicly disclose a position to
the extent necessary to comply with Rule 14d-9 or Rule 14e-2 promulgated under the Exchange
Act with regard to an Acquisition Proposal (to the extent applicable), (B) effect a Change in the
Kaneb Recommendation, or (C) engage in discussions or negotiations with, or provide any
information (whether confidential, non-public or otherwise) to, any Person in response to an
unsolicited bona fide written Acquisition Proposal by any such Person, if and only to the extent
that, in any such case referred to in clause (B) or (C), (I) the KPP Unitholders Meeting shall not
have occurred other than as a result of a breach by Kaneb Entities of their obligations pursuant to
Section 6.1, (II) (x) in the case of clause (B) above, it has received an unsolicited bona fide
written Acquisition Proposal from a third party not in violation of Section 6.5(a) and the Board
of Directors KPP GP concludes in good faith that such Acquisition Proposal constitutes a
Superior Proposal, (IIT) in the case of clause (B) or (C) above, the Board of Directors of KPP GP,
after receipt of the advice of outside counsel, determines in good faith that doing 30 is necessary
for such directors to comply with their fiduciary duties under applicable law, (IV) prior to
providing any information or data permitted to be provided pursuant to this sentence, KPP shall
have entered into a confidentiality agreement with such Person on terms no less favorable to the
KPP than the Confidentiality Agreement, and shall have provided to VLI a copy of any such
information or data that it is praviding to any such Person pursuant to this Section 6.5 to the
extent not previously provided or made available to VLI, and (V) prior to providing any
information or data to any Person or entering into discussions or negotiations with any Person,
KPP or KPP GP shall notify VLI promptly of such inquiries, proposals or offers received by, any
such information requested from, or any such discussions or negotiations sought to be initiated or
continued with, any of its representatives indicating, in connection with such notice, the name of
such Person and the material terms and conditions of any inquiries, proposals or offers, along
with a copy of the relevant proposed transaction agreements, if such exist, with the party making
such Acquisition Proposal. Each of the Kaneb Entities agrees that it will promptly keep VLI
reasonably informed of the status and terms of any inquiries, proposals or offers and the status
and terms of any discussions or negotiations, including the identity of the party making such
inquiry, proposal or offer. Each of the Kaneb Entities agrees that it will, and will cause its
officers, directors and use its reasonable best efforts to cause its representatives to, immediately
cease and cause to be terminated any activities, discussions or negotiations existing as of the date
of this Agreement with any parties (other than the parties to this Agreement) conducted
heretofore with respect to any Acquisition Proposal. Each of the Kaneb Entities agrees that it
will use reasonable best efforts to promptly inform its directors, officers, key employees, agents
and representatives of the obligations undertaken in this Section 6.5.

6.6 Fees and Expenses. Subject to Section 8.2, whether or not the KPP
Merger is consummated, all Expenses incurred in connection with this Agreement and the
transactions contemplated hereby shall be paid by the party incurring such Expenses, except
Expenses incurred in connection with any filings under the HSR Act, and the filing, printing and
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mailing of the Joint Proxy Statement/Prospectus and Form S-4, which shall be shared equally by
VL], on the one hand, and the Kaneb Entities, on the other hand.

(@) The indemnification provisions of the KPP GP LLC Agreement and the
KPP Partnership Agreement as each is in effect as of the date hereof shall not be amended,
repealed or otherwise modified for a period of at least six years from the Effective Time in any
manner that would adversely affect the rights thereunder of individuals who at the Effective
Time would be entitled to indemnification by KPP GP or KPP under the KPP GP LLC
Agreement and the KPP Partnership Agreement. At the KPP Effective Time, VLI assumes, and
is jointly and severally liable for, and shall honor, guaranty and stand for, and shall cause the
Surviving Partnership to honor in accordance with their respective terms each of the covenants
contained in this Section 6.7 applicable thereto.

(b)  Without limiting Section 6.7(a), but without duplication or any right or
benefit thereunder, after the Effective Time, each of VLI and the Surviving Partnership shall, to
the fullest extent permitted under applicable law, indemnify and hold harmless, each present and
former director, officer or employee of KPP GP or KPP or any of its Subsidiaries (each, together
with such person’s heirs, executors or administrators, an “Indemnified Party” and collectively,
the “Indemnified Parties™), in their capacity as such, against any costs or expenses (including
reasonable attorneys’ fees), judgments, fines, losses, claims, damages, liabilities and amounts
paid in settlement in connection with any actual or threatened claim, action, suit, proceeding or
investigation, whether civil, criminal, administrative or investigative, arising out of, relating to or
in connection with (x) any action or omission occurring or alleged to occur prior to the Effective
Time (including, without limitation, acts or omissions in connection with such persons serving as
an officer, director, manager, partner, employee or other fiduciary in any entity if such service
was at the request of KPP GP or KPP) and (y) the KPP Merger and the other transactions
contemplated by this Agreement or arising out of or pertaining to the transactions contemplated
bythstgmement.Intheeventofanysuchacmalorth:mclmm,acnon,mt,pmeeedmgor
investigation (whether arising before or after the Effective Time), (i) KPP GP or KPP or VLI and
the Surviving Partnership, as the case may be, shall pay the reasonable fees and expenses of
counse! selected by the Indemnified Parties, which counsel shall be reasonably satisfactory to
VLI and the Surviving Partnership, promptly after statements therefor are received and shall pay
all other reasonable expenses in advance of the final disposition of such action, subject to the
receipt of any undertaking (which need not be secured) by or on behalf of the Indemnified Party
to repay such amount if it shall be determined that such Person is not entitled to be indemnified
pursuant to the KPP GP LLC Agreement or the KPP Partnership Agreement, as applicable, (ii)
VLI and the Surviving Partnership will use all reasonable efforts to assist in and cooperate in the
defense of any such matter, and (iii) to the extent any determination is required to be made with
respect to whether an Indemnified Party’s conduct complies with the standards set forth under
Delaware law and VLI's or the Surviving Partnership's respective partnership agreement, such
determination shall be made by independent legal counsel acceptable to VLI or the Surviving
Partnership, as the case may be, and the Indemnified Party; provided, however, that neither VLI
nor the Surviving Partnership shall be liable for any settlement effected without its prior written
consent (which consent shall not be unreasonably withheld) and, provided further, that if VLI or
the Surviving Partnership advances or pays any amount to any Person under this paragraph (b)
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and if it shall thereafter be finally determined by a court of competent jurisdiction that such
Person was not entitled to be indemnified hereunder for all or any portion of such amount, to the
extent required by law, such person shall repay such amount or such portion thereof, as the case
may be, to VLI or the Surviving Partnership, as the case may be. The Indemnified Parties as a
group may not retain more than one law firm to represent them with respect to each matter unless
there is, under applicable standards of professional conduct, a conflict requiring separate
representation on any significant issue between the positions of any two or more Indemnified
Parties.

(¢) Inthe event the Surviving Partnership or VLI or any of their successors or
assigns (i) consolidates with or merges into any other Person and shall not be the continuing or
surviving corporation or entity of such consolidation or merger, or (ii) transfers all or
substantially all of its properties and assets to any Person, then and in each such case, proper
provisions shall be made so that the successors and assigns of the Surviving Partnership or VLI
shall assume the obligations of the Surviving Partnership or VLI, as the case may be, set forth in
this Section 6.7.

(d)  For a period of six years after the Effective Time, VLI shall cause to be
maintained in effect the current policies of directors’ and officers’ liability insurance maintained
by KPP GP or KPP and its Subsidiaries (provided that VLI may substitute therefor policies of at
least the same coverage and amounts containing terms and conditions that are no less
advantageous to the Indemnified Parties, and which coverages and amounts shall be no less than
the coverages and amounts provided at that time for VLI's directors and officers) with respect to
matters arising on or before the Effective Time; provided, however, that in no event shall VLI (or
any such successor) be required to expend in any one year an amount in excess of 200% of the
annual premiums currently paid by KPP GP or KPP and its Subsidiaries for such insurance; and,
provided, further, that if the annual premiums of such insurance coverage exceed such amount,
VLI (or any such successor) shall obtain a policy with the greatest coverage available for a cost
not exceeding such amount.

(e)  The rights of each Indemnified Party hereunder shall be in addition to, and
ot in limitation of, any other rights such Indemnified Party may have under the KPP GP LLC
Agreement or KPP Partnership Agreement, any indemnification agreement, under Delaware law
or otherwise, but shall in no event entitle any Indemnified Party to duplicative payments or
reimbursement. The provisions of this Section 6.7 shall survive the consummation of the Merger
and expressly are intended to benefit each of the Indemnified Parties.

® VLI shall pay all reasonable expenses, including reasonable attorneys fees,
that may be incurred by an Indemnified Party in enforcing the indemnity and other obligations
provided in this Secnon67toﬂ1ewttentsuchlndemmﬁedPaxtylsﬁmllydewtmmedtobe
successful on the merits.

(8)  Nothing contained in this Section 6.7 shall provide, or shall be interpreted
as providing, any individual with nghts or benefits that are duplicative of those that may be
provided under any similar provisions of the KSL Merger Agreement.
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6.8  Employee Bepefits.

(@) Following the KPP Effective Time until the first anniversary of the KPP
Effective Time, Parent GP shall provide, or shall cause to be provided, to individuals who are
employees of KPP and its Subsidiaries immediately before the KPP Effective Time and who
continue to be employed by any of the VLI Entities after the KPP Effective Time (the “Kaneb
Employees”) employee benefits (other than any equity-based benefits) that are, in the aggregate,
not less favorable than those generally provided to Kaneb Employees as of the date of this
Agreement, as disclosed by Kaneb Entities to VLI immediately prior to the date of this
Agreement. Notwithstanding anything contained herein to the contrary, Kaneb Employees who
are covered under a collective bargaining agreement shall be provided the benefits that are
required by such collective bargaining agreement from time to time.

(b) (i) For purposes of eligibility and vesting under the employee benefit
plans of the VLI Entities and their respective Subsidiaries providing benefits to any Kaneb
Employee after the KPP Effective Time (the “New Plans™) and (ii) solely for purposes of levels
of vacation and severance benefits under the severance and vacation benefit plans providing
benefits to any Kaneb Employee after the KPP Effective Time, each Kaneb Employee shall be
credited with his or her years of service with the Kaneb Entities and their respective Subsidiaries
and predecessor employers before the KPP Effective Time, to the same extent as such Kaneb
Employee was entitled, before the KPP Effective Time, to credit for such service under any
similar Kaneb Benefit Plans, except to the extent such credit would result in a duplication of
benefits. In addition, and without limiting the generality of the foregoing: (i) cach Kaneb
Employee shall be immediately eligible to participate, without any waiting time, in any and all
New Plans to the extent coverage under such New Plan replaces coverage under a Kaneb Benefit
Plan in which such Kaneb Employee participated immediately prior to the KPP Effective Time
(such plans, collectively, the “Qld Plans”); and (ii) for purposes of each New Plan providing
medical, dental, pharmaceutical and/or vision benefits to any Kaneb Employee, Parent GP or the
other applicable VLI Entity shall cause all pre-existing condition exclusions and actively-at-work
requirements of such New Plan to be waived for such employee and his or her covered
dependents, and Parent GP or the other applicable VLI Entity shall cause any eligible expenses
incurred by such employee and his or her covered dependents - during the portion of the plan
year of the Old Plan ending on the date such employee’s participation in the corresponding New
Plan begins - to be taken into account under such New Plan for purposes of satisfying all
deductible, coinsurance and maximum out-of-pocket requirements applicable to such employee
and his or her covered dependents for the applicable plan year as if such amounts had been paid
in accordance with such New Plan.

(c)  Parent GP or the other applicable VLI Entity will honor, in accordance
with their terms, all vested and accrued benefit obligations to, and contractual rights of, current
and former employees of the Kaneb Entities and their respective Subsidiaries which are
disclosed in Section 4.1(m)(i) of the Kaneb Disclosure Schedules. Nothing in this Agreement
shall be interpreted as preventing Parent GP or the other applicable VLI Entity from amending,
modifying or terminating any Kaneb Benefit Plan or other contract, arrangement, commitment or
understanding, in accordance with their terms and applicable law. This Agreement is not
intended, and it shall not be construed, to create third party beneficiary rights for any current or
former employees of the Kaneb Entities or their respective Subsidiaries (including any
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beneficiaries or dependents thereof) under or with respect to any plan, program, or arrangement
described or contemplated by this Agreement.

(d VLI and the Kaneb Entities will take all actions necessary to satisfy the
obligations set forth on Section 6.8(d) of the Kaneb Disclosure Schedule in accordance with the
procedures set forth therein. Nothing contained in this Section 6.8 shall provide, or shall be
interpreted as providing, any individual with rights or benefits that are duplicative of those that
may be provided under any similar provisions of the KSL Merger Agreement.

6.9 Public Anpouncements. Neither the VLI Entities nor the Kaneb Entities
shall, and neither the VLI Entities nor the Kaneb Entities shall permit any of their respective
Subsidiaries to, issue or cause the publication of any press release or other public announcement
with respect to, or otherwise make any public statement conceming, the transactions
contemplated by this Agreement without the prior consemt (which consent shall not be
unreasonably withheld) of VLI, in the case of a proposed announcement or statement by the
Kaneb Entities, or the Kaneb Entities, in the case of a proposed announcement or statement by
any of the VLI Entities; provided, however, that either party may, without the prior consent of
the other party (but after prior consultation with the other party to the extent practicable under
the circumstances) issue or cause the publication of any press release or other public
announcement to the extent required by law or by the rules and regulations of the NYSE.

6.10 Listing of VLI Common Upits. VLI shall use its reasonable best efforts to
cause the VLI Common Units to be issued in the KPP Merger to be approved for listing on the

NYSE, subject to official notice of issuance, prior to the Closing Date.

6.11 Coordination of Distributions. Each of VLI and KPP GP shall coordinate
with the Other Party regarding the declaration and payment of distributions in respect of the VLI
Common Units and the KPP Units and the record dates and payment dates relating thereto, so
that no KPP Unitholder shall receive two distributions, or fail to receive one distribution, for any
single calendar quarter with respect to its KPP Units or any VLI Common Units any such KPP
Unitholder receives in exchange therefor pursuant to the KPP Merger.

6.12 Affiliates. Not less than 45 days prior to the date of the KPP Unitholders
Meeting, KPP shall deliver to VLI a letter identifying all persons who, in the judgment of KPP,
may be deemed at the time this Agreement is submitted for approval and adoption by the KPP
Unitholders, “affiliates” of KPP or KPP GP for purposes of Rule 145 under the Securities Act
and applicable SEC rules and regulations, and such list shall be updated as necessary to reflect
changes from the date thereof. KPP shall use reasonable best efforts to cause each person
identified on such list to deliver to VLI not later than ten days prior to the Effective Times a
written agreement substantially in the form attached as Exhibit A hereto (an “Affiliate
Agreement”).

6.13  Section 16 Matters. Prior to the Effective Times, to the extent permitted
by law the Kaneb Entities shall take all such steps as may be required to cause any dispositions
of KPP Units or acquisitions of VLI Common Units (including derivative securities with respect
to VLI Entities equity securities) resulting from the transactions contemplated by Article II or
Article III of this Agreement by each individual who is subject to the reporting requirements of
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Section 16(a) of the Exchange Act with respect to KPP or will become subject to such reporting
requirements with respect to VLI, to be exempt under Rule 16b-3 promulgated under the
Exchange Act.

6.14 Accountants’ Letter. The Kaneb Entities shall use their reasonable best
efforts to cause to be delivered to VLI a letter from their independent public accountants
addressed to VLI, dated a date within two Business Days before the date on which the Form S-4
shall become effective, in form and substance reasonably satisfactory to VLI and customary in
scope and substance for letters delivered by independent public accountants in connection with
registration statements similar to the Form S-4. VLI shall use its reasonable best efforts to cause
to be delivered to the Kaneb Entities a letter from its independent public accountants addressed
to the Kaneb Entities, dated a date within two Business Days before the date on which the Form
S-4 shall become effective, in form and substance reasonably satisfactory to the Kaneb Entities
and customary in scope and substance for letters delivered by independent public accountants in
connection with registration statements similar to the Form S-4.

6.15 Post-Closing Distribution Policy. Promptly after the execution of this
Agreement, VLI will publicly announce that if the KPP Merger occurs, effective as of the next
regular quarterly distribution date following the Closing, VLI intends to increase its quarterly
distribution to at least $0.855 per VLI Common Unit, and intends to reaffirm this intent in the
Joint Proxy Statement/Prospectus.

6.16 Other Agreements. KPP or KSL shall pay the amount to the extent due
and payable as set forth on and pursuant to Section 6.16 of the Kaneb Disclosure Schedule. Prior
to Closing, VLI will cause the VLI Partnership Agreement to be amended if required in the form
attached hereto as Section 6.16 of the VLI Disclosure Schedule.

ARTICLE VII

CONDITIONS PRECEDENT

respective obhganom oftbe Knneb Entmes and VLI to eﬂ"ect the KPP Mergerare subject to the
satisfaction or waiver on or prior to the Closing Date of the following conditions:

(@  Unitholder Approval. (i) KPP shall have obtained the KPP Unitholders
Approval, and (ii) VLI shall have obtained the VLI Unitholders Approval.

®) juncti Restraints: Illegality. No law shall have been adopted
orpromulgated,andnotempomyrestmmngordu prehmmaryorpermamnttm\mchonorotha
order issued by a court or other Governmental Entity of competent jurisdiction shall be in effect,
having the effect of making either of the KSL Merger or the KPP Merger illegal or otherwise
prohibiting consummation of either of the KPP Merger and the KSL Merger.

(©)  HSR Act; Other Approvals. (i) The waiting period (and any extension
thereof) applicable to the KPP Merger and the KSL Merger under the HSR Act shall have been
terminated or shall have expired, without the imposition of any condition or requirement that
would be expected to have a Material Adverse Effect on the VLI Entities taken as a whole, the
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Kaneb Entities and KSL taken as a whole, or the combined VLI Entities and Kaneb Entities after
the consummation of the KPP Merger), and (ii) all Other Approvals shall have been obtained,
except those Other Approvals the failure of which to obtain would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect on VLI or the Kaneb
Entities.

(d) NYSE Listing. The VLI Common Units to be issued in the KPP Merger
shall have been approved for listing on the NYSE, subject to official notice of issuance.

(¢)  Effectiveness of the Form S-4. The Form S-4 shall have been declared
effective by the SEC under the Securities Act and no stop order suspending the effectiveness of
the Form S-4 shall have been issued by the SEC and no proceedings for that purpose shall have
been initiated or threatened by the SEC.

(®  Consummation of the KSI, Merger. The KSL Merger shall have been

iti iga J. The obligations of VLI to
effect the KPP Mergenssub;ecttothesahsfnctnon, orwmverbyVLI,onorpnortoﬂneClosmg
Date, of the following conditions:

(a) resentati d Warranties. Each of the representations and
wamntmoftheKanebEnhhessetfoﬁhmthuAgrmmtﬂntmquahﬁedutomatunhtyor
Material Adverse Effect shall be true and correct, and each of the representations and warranties
of the Kaneb Entities set forth in this Agreement that is not so qualified shall be true and correct
in all material respects, in each case as of the date of this Agreement and as of the Closing Date
as though made on and as of the Closing Date (except to the extent that such representations and
warranties speak as of another date, in which case such representations and warranties shall be so
true and correct as of such other date); provided, however, that no such representations or
warranties shall be deemed to have failed to be true and correct for purposes of this Section
7.2(a) unless the failure of such representations and warranties to be true and correct,
disregarding for this purpose all qualifications and exceptions contained therein relating to
materiality or Material Adverse Effect, would, individually or in the aggregate, reasonably be
expected to result in (A) an adverse effect on the Kaneb Entities involving $20,000,000 or more
(individually or in the aggregate) or (B) a Material Adverse Effect on the Kaneb Entities. In
addition to the requirements of the preceding sentence, the representations and warranties set
forth in Sections 4.1(a) and (b) that are not qualified therein as to Material Adverse Effect or
materiality shall be true and correct in all material respects and those that are so qualified shall
be true and correct. VLI shall have received a certificate of an executive officer of each of the
Kaneb Entities to the effect of the preceding provisions of this Section 7.2(a).

®) : jgati aneb Entities. Each of the Kaneb
Enuuwshauhawpafomedoroomphedmaummdmpecmmthaummmlamenm
and covenants required to be performed by it under this Agreement at or prior to the Closing
Date, except for non-willful failures to comply that would not, individually or in the
have a Material Adverse Effect on the combined VLI Entities and the Kaneb Entities after the
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consummation of the KPP Merger, and VLI shall have received a certificate of an executive
officer of each of the Kaneb Entities to such effect.

(¢)  Tax Opinion. VLI shall have received an opinion of each of Andrews
Kurth LLP and Wachtell, Lipton, Rosen & Katz dated as of the Closing Date to the effect that
(1)noVLIEnutymllrecogmzeanymomeorgamasamultofthemMugerortheKSL
Merger (other than any gain resulting from any decrease in partnership liabilities pursuant to
section 752 of the Code), (ii) no gain or loss will be recognized by holders of VLI Common
Units as a result of the KPP Merger or the KSL Merger (other than any gain resulting from any
decrease in partnership liabilities pursuant to section 752 of the Code), and (iii) 90% of the
combined gross income of each of VLI, KSL and KPP for the most recent four complete
calendar quarters ending before the Closing Date for which the necessary financial information is
available are from sources treated as “qualifying income” within the meaning of section 7704(d)
of the Code. In rendering such opinion, such counsel shall be entitled to receive and rely upon
representations of officers of the VLI Eantities and the Kaneb Entities and any of their respective
affiliates as to such matters as such counsel may reasonably request.

obligations ofthe Kaneb Enhtm to eﬂ‘ect the KPP Ma'ger are subject tothe satxsfnchon, or
waiver by the Kaneb Entities, on or prior to the Closing Date, of the following additional
conditions:

wmnhesofVLIsetfoﬁhmthmAgmemmtdntmquahﬁedasmmammhtyorMmd
Adverse Effect shall be true and correct, and each of the representations and warranties of VLI
set forth in this Agreement that is not so qualified shall be true and correct in all material
respects, in each case as of the date of this Agreement and as of the Closing Date as though made
on and as of the Closing Date (except to the extent that such representations and warranties speak
as of another date, in which case such representations and warranties shall be so true and correct
as of such other date); provided, however, that no such representations or warranties shall be
deemed to have failed to be true and correct for purposes of this Section 7.3(a) unless the failure
of such representations and warranties to be true and correct, disregarding for this purpose all
qualifications and exceptions contained therein relating to materiality or Material Adverse Effect,
would, individually or in the aggregate, have a Material Adverse Effect on VLI. In addition to
the requirements of the preceding sentence, that the representations and warranties set forth in
Sections 4.2(a) and (b) that are not qualified therein as to Material Adverse Effect or materiality
shall be true and correct in all material respects and those that are so qualified shall be true and
correct. The Kaneb Entities shall have received a certificate of an executive officer of VLI to the
effect of the preceding provisions of this Section 7.3(a).

®) P of Obligati f VLI. Each of the VLI Entities shall have
performed or complied in all material respects with all material agreements and covenants

required to be performed by it under this Agreement at or prior to the Closing Date, except for
non-willful failures to comply that would not, individually or in the aggregate, have a Material
Adverse Effect on the combined VLI Entities and the Kaneb Entities after the consummation of
the KPP Merger, and the Kaneb Entities shall have received a certificate of an executive officer
of VLI to such effect. ‘
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(¢) Tax Opinion. KPP shall have received an opinion dated as of the Closing
Date of Fulbright & Jaworski L.L.P. to the effect that, except with respect to fractional units, (i)
KPP will not recognize any income or gain as a result of the KPP Merger (other than any gain
resulting from any decrease in partnership liabilities pursuant to section 752 of the Code), and
(ii) no gain or loss will be recognized by holders of KPP Units as a result of the Merger (other
than any gain resulting from any decrease in partnership liabilities pursuant to section 752 of the
Code); provided, that such opinion shall not extend to any holder who acquired KPP Common
Units from KPP in exchange for property other than cash. In rendering such opinion, such
counsel shall be entitled to receive and rely upon representations of officers of the VLI Entities
and the Kaneb Entities and any of their respective affiliates as to such matters as such counsel
may reasonably request.

(d  Reaffirmation. The Joint Proxy Statement/Prospectus shall contain VLI’s
reaffirmation of VLI’s intent described in Section 6.15.

ARTICLE VIII
TERMINATION AND AMENDMENT

8.1  Termination. Thstgreememmaybemmmatedutmyumepnortothe
KPP Eﬂ'echveTmc,byacton&kenorauthonzedbytbeBoudofDuectmsofﬂnmmmg
party or parties (or of KPP GP in the case of KPP), and, except as specifically provided below,
whether before or after the KPP Unitholders Meeting or the VLI Unitholders Meeting:

(a) By mutual written consent of VLI and KPP;

(b) By either VLI or KPP, if the KPP Effective Time shall not have occurred
on or before the ten month anniversary of the date hereof (the “Termination Date™); provided,
however, that the right to terminate this Agreement under this Section 8.1(b) shall not be
available to any party whose failure to fulfill any obligation under this Agreement (including
such party’s obligations set forth in Section 6.4) has been the primary cause of, or resulted in, the
failure of the KPP Effective Time to occur on or before the Termination Date;

(c) By either VLI or KPP if any Governmental Entity (i) shall have issued an
order, decree or ruling or taken any other action (which the parties shall have used their
reasonable best efforts to resist, resolve or lift, as applicable, in accordance with Section 6.4)
permanently restraining, enjoining or otherwise prohibiting the transactions contemplated by this

.and such order, decree, ruling or other action shall have become final and
nonappealable or (ii) shall have failed to issue an order, decree or ruling or to take any other
action which is necessary to fulfill the conditions set forth in Sections 7.1(c), (d) or (e), as
applicable, and such denial of a request to issue such order, decree, ruling or the failure to take
such other action shall have become final and nonappealable (which order, decree, ruling or
other action the parties shall have used their reasonable best efforts to obtain, in accordance with
Section 6.4); provided, however, that the right to terminate this Agreement under this Section
8.1(c) shall not be available to any party whose failure to comply with Section 6.4 has been the
primary cause of such action or inaction;
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(d) By either VLI or KPP if either the VLI Unitholders Approval or the KPP
Unitholders Approval has not been obtained by reason of the failure to obtain the required vote at
the VLI Unitholders Meeting or the KPP Unitholders Meeting, as applicable.

(¢) By VLI, if KPP shall have breached or failed to perform any of its
representations, warranties, covenants or other agreements contained in this Agreement, such
that the conditions set forth in Section 7.2(a) or (b) are not capable of being satisfied on or before
the Termination Date;

(f) By KPP, if VLI shall have breached or failed to perform any of its
representations, warranties, covenants or other agreements contained in this Agreement, such
that the conditions set forth in Section 7.3(a) or (b) are not capable of being satisfied on or before
the Termination Date;

(@  ByKPP, if VLI shall have either (i) failed to make the VLI
Recommendation or effected a Change in the VLI Recommendation (or resolved to take any
such action), whether or not permitted by the terms hereof, or (ii) materially breached its ,
obligations under this Agreement by reason of a failure to call the VLI Unitholders Meeting in
accordance with Section 6.1(c) or a failure to prepare and mail to its shareholders the Joint Proxy
Statement/Prospectus in accordance with Section 6.1(a);

(h) By VLI, if KPP shall have cither (i) failed to make the Kaneb
Recommendation or effected a Change in the Kaneb Recommendation (or resolved to take any
such action), whether or not permitted by the terms hereof, or (ii) materially breached its
obligations under this Agreement by reason of a failure to call the KPP Unitholders Meeting, as
applicable, in accordance with Section 6.1(b) or a failure to prepare and mail to the KPP
Unitholders the Joint Proxy Statement/Prospectus in accordance with Section 6.1(a);

(i) By KPP, if the Board of Directors of KPP GP or KPP has provided written
notice to VLI that KPP intends to enter into a binding written agreement for a Superior Proposal
(with such termination becoming effective, if VLI does not make the offer contemplated by
clause (iii) below, on the business day immediately following the five business day period
contemplated thereby, or otherwise, upon KPP entering into such binding written agreement);
provided, however, that (i) KPP shall have complied with Section 6.5 hereof in all material
respects; (ii) KPP shall have (A) notified VLI in writing of its receipt of such Superior Proposal,
(B) further notified VLI in such writing that KPP intends to enter into a binding agreement with
respect to such Superior Proposal subject to clause (iii) below and (C) attached the most current
written version of such Superior Proposal (or a summary containing all material terms and
conditions of such Superior Proposal) to such notice; and (iif) VLI does not make, within five
business days after receipt of KPP GP’s or KPP’s written notice pursuant to clause (ii) above, an
offer that the Board of Directors of KPP GP shall have reasonably concluded in good faith
(following consultation with its financial advisor and outside counsel) is at least as favorable to
the KPP Unitholders as such Superior Proposal.

(1)) By VLI or KPP, if the KSL Merger Agreement shall have been terminated
without consummation of the transactions contemplated thereby.
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82  Effect of Termination.

(@  Inthe event of termination of this Agreement by KPP or VLI as provided
in Section 8.1, this Agreement shall forthwith become void and there shall be no liability or
obligation on the part of any party to this Agreement or their respective officers or directors
except with respect to Section 4.1(s), Section 4.2(s), the second sentence of Section 6.3, Section
6.6, this Section 8.2 and Article IX, which provisions shall survive such termination; provided
that, notwithstanding anything to the contrary contained in this Agreement, neither VLI nor the
Kaneb Entities shall be relieved or released from any liabilities or damages arising out of its
intentional or willful and material breach of this Agreement.

(®)  If(A) () KPP or VLI terminates this Agreement pursuant to Section
8.1(d) as a result of the failure to obtain the required vote at the KPP Unitholders Meeting, or
pursuant to Section 8.1(b) without the KPP Unitholders Meetings having occurred, I vL
terminates this Agreement pursuant to Section 8.1(h), (IIT) VLI terminates this Agreement
pursuant to Section 8.1(e), or (IV) KPP terminates this Agreement pursuant to Section 8.1(), B)
at any time after the date of this Agreement and before such termination an Acquisition Proposal
with respect to KPP shall have been publicly announced or otherwise communicated to the
senior management, Board of Directors of KPP GP, or to KPP Unitholders and (C) within 18
months of such termination KPP or any of its Subsidiaries enters into any definitive agreement
with respect to, or the Board of Directors of KPP GP or any of its Subsidiaries recommends that
KPP Unitholders approve, adopt or accept, any Acquisition Proposal and such Acquisition
Proposal is consummated at any time, KPP shall promptly, but in no event later than one
Business Day, after consummation of such Acquisition Proposal, pay VLI, subject to-the last
sentence of Section 8.2(d), an aggregate amount equal to the Kaneb Termination Fee by wire
transfer of immediately available funds. .

(©) If (A) (T) KPP or VLI terminates this Agreement pursuant to Section
8.1(d) as a result of the failure to obtain the required vote at the VLI Unitholders Meeting, or
pursuant to Section 8.1(b) without the VLI Unitholders Meetings having occurred, (II) KPP
terminates this Agreement pursuant to Section 8.1(f), or (IIT) KPP terminates this Agreement
pursuant to Section 8.1(g), (B) at any time after the date of this Agreement and before such
termination there shall have been publicly announced or otherwise communicated to Parent GP,
VLI GP, the senior management or unitholders of VLI a proposal for the acquisition by a third
party of 10% or more of the consolidated assets (including stock of its Subsidiaries) of VLI and
its Subsidiaries, taken as a whole, or of 10% or more of its total voting power, whether by
merger, reorganization, share exchange, consolidation, business combination, recapitalization,
liquidation, dissolution, tender offer or exchange offer or similar transaction or series of related
transactions and (C) within 18 months of the such termination VLI or any of its Subsidiaries
consummates or enters into any definitive agreement with respect to, or VLI GP or any of its
Subsidiaries recommends that its respective unitholders or stockholders approve, adopt or accept,
a transaction or series of related transactions contemplated by clause (B), then in the case of a
termination, VLI shall promptly, but in no event later than one Business Day, after
consummation of the transactions contemplated by clause (B), pay KPP, subject to the last
sentence of Section 8.2(d), an aggregate amount equal to the VLI Termination Fee by wire
transfer of immediately available funds.
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(d)  The parties hereto acknowledge that the agreements contained in this
Section 8.2 are an integral part of the transactions contemplated by this Agreement, and that,
without these agreements, neither party would enter into this Agreement; accordingly, if either
party fails promptly to pay any amount due pursuant to this Section 8.2, and, in order to obtain
such payment, the other party commences a suit which results in a judgment against such party
for the fee set forth in this Section 8.2, such party shall pay to the other party its costs and
expenses (including attorneys’ fees and expenses) in connection with such suit, together with
interest on the amount of the fee at the prime rate of Citibank, N.A. in effect on the date such
payment was required to be made, notwithstanding the provisions of Section 6.6. The parties
hereto agree that any remedy or amount payable pursuant to this Section 8.2 shall not preclude
any other remedy or amount payable hereunder, and shall not be an exclusive remedy, for any
willful and material breach of any representation, warranty, covenant or agreement contained in
this Agreement. The parties agree that any Kaneb Termination Fee payable hereunder, together
with any KSL Termination Fee previously paid under the KSL Merger Agreement, shall not
exceed $25 million, and that any VLI Termination Fee payable hereunder, together with any VLI
Termination Fee previously paid under the KSL Merger Agreement, shall not exceed $25
million.

83  Amendment. This Agreement may be amended by the parties hereto, by
acﬁonmkenoramhoﬁzedbyﬂxeirmspecﬁveboudsofdhoctomorgmerdpumer,as
applicable, at any time before or after the KPP Unitholders Approval or the VLI Unitholders
Appmval,but,aﬁeranysmhapprovahmamendmcmmaﬂbemﬁewhichbylaworin
accordance with the rules of any relevant stock exchange requires further approval by such
unitholders without such further approval. This Agreement may not be amended except by an
instrument in writing signed on behalf of each of the parties hereto.

84  Extension: Waiver. At any time prior to the Effective Times, the parties
hereto, by action taken or authorized by boards of directors or general partner, as applicable,
may,totheextentlegnﬂyallowed,(i)extendthetimeforﬂxeperformmofanyofd;e
obligations or other acts of the other parties hereto, (i) waive any inaccuracies in the
mprwenmﬁommdwmanﬁeswnminedheminminanydocmnaudeﬁvaedpmsmthaeto
and (iii) waive compliance with any of the agreements or conditions contained herein. Any
agreementonthepartofapaﬂyhentotoanysuchmensionorwaivershallbevalidonlyifset
forth in a written instrument signed on behalf of such party. The failure of any party to this
Agreement to assert any of its rights under this Agreement or otherwise shall not constitute a
waiver of those rights.

ARTICLE IX
GENERAL PROVISIONS

\

=L . > ns, arranties and None of
the representations, warranties, covenan and other agreements in this Agreement or in any
instrument delivered pursuant to this Agreement, including any rights arising out of any breach
of such representations, warranties, covenants, agreements and other provisions, shall survive the
Effective Times, except for those covenants, agreements and other provisions contained herein

ARTCCINCITS

A
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that by their terms apply or are to be performed in whole or in part after the Effective Times and
this Article IX.

9.2  Notices. All notices and other communications hereunder shall be in
writing and shall be deemed duly given (a) on the date of delivery if delivered personally, or by
telecopy or facsimile, upon verbal confirmation of receipt, (b) on the first Business Day
following the date of dispatch if delivered by a recognized next-day courier service, or (c) on the
fifth Business Day following the date of mailing if delivered by registered or certified mail,
return receipt requested, postage prepaid. All notices hereunder shall be delivered as set forth
below, or pursuant to such other instructions as may be designated in writing by the party to
receive such notice:

@) if to any of the VLI Entities to:
Valero L.P. ! a f ¥
One Valero Way
San Antonio, Texas 78249 A
Attention: Bradley Barron, Esq.
with a copy to:

Andrews Kurth LLP
600 Travis, Suite 4200
Houston, Texas 77002

Attention: Gislar Donnenberg, Esq.
and:

Wachtell, Lipton, Rosen & Katz

51 West 52nd Street

New York, New York 10019

Attention: Edward D. Herlihy, Esq.
Lawrence S. Makow, Esq.

(i)  ifto the Kaneb Entities to:

2435 North Central Expressway, Suite 700
Richardson, Texas 75080

Attention: Edward D. Doherty

with a copy to:
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Fulbright & Jaworski L.L.P.
1301 McKinney, Suite 5100
Houston, Texas 77010

Attention: John Watson, Esq.

9.3  Interpretation. When a reference is made in this Agreement to Articles,
Sections, Exhibits or Schedules, such reference shall be to an Article or Section of or Exhibit or
Schedule to this Agreement unless otherwise indicated. The table of contents and- headings
contained in this Agreement are for reference purposes only and shall not affect in any way the
meaning or interpretation of this Agreement. Whenever the words “include,” “includes” or
“including” are used in this Agreement, they shall be deemed to be followed by the words
“without limitation.” No provision of this Agreement shall be construed to require VLI, KPP,
KPP GP or any of their respective Subsidiaries or affiliates to take or omit to take any action if
doing so would violate any applicable obligation (arising in law or equity), rule or regulation.

9.4  Counterparts. This Agreement may be executed in one or more
counterparts, all of which shall be considered one and the same agreement and shall become
effective when one or more counterparts have been signed by each of the parties and delivered to
the other party, it being understood that both parties need not sign the same counterpart.

9.5

(@)  This Agreement, the Confidentiality Agreement, the Support Agreement
and the exhibits and schedules hereto and the other agreements and instruments of the parties
delivered in connection herewith constitute the entire agreement and supersede all prior
agreements and understandings, both written and oral, among the parties with respect to the
subject matter hereof. :

(b)  This Agreement shall be binding upon and inure solely to the benefit of
each party hereto, and nothing in this Agreement, express or implied, is intended to or shall
confer upon any other Person any right, benefit or remedy of any nature whatsoever under or by
reason of this Agreement, other than Section 6.7 (which is intended to be for the benefit of the
Persons covered thereby).

9.6 Governing Law. This Agreement shall be governed and construed in
accordance with the laws of the State of Delaware (without giving effect to choice of law
principles thereof).

9.7  Severability. If any term or other provision of this Agreement is invalid,
illegal or incapable of being enforced by any law or public policy, all other terms and provisions
of this Agreement shall nevertheless remain in full force and effect so long as the economic or
legal substance of the transactions contemplated hereby is not affected in any manner materially
adverse to any party. Upon such determination that any term or other provision is invalid, illegal
or incapable of being enforced, the parties hereto shall negotiate in good faith to modify this
Agreement so as to effect the original intent of the parties as closely as possible in an acceptable
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manner in order that the transactions contemplated hereby are consummated as originally
contemplated to the greatest extent possible.

9.8  Assignment. Neither this Agreement nor any of the rights, interests or
obligations hereunder shall be assigned by any of the parties hereto, in whole or in part (whether
by operation of law or otherwise), without the prior written consent of the other party, and any
attempt to make any such assignment without such consent shall be null and void. Subject to the
preceding sentence, this Agreement will be binding upon, inure to the benefit of and be
enforceable by the parties and their respective successors and assigns.

9.9  Submission to Jurisdiction: Waivers. Each of the VLI Entities and the
Kaneb Entities irrevocably agrees that any legal action or proceeding with respect to this
Agreement or for recognition and enforcement of any judgment in respect hereof brought by the
other party hereto or its successors or assigns may be brought and determined in the Chancery or
other Courts of the State of Delaware, and each of the VLI Entities and the Kaneb Entities
hereby irrevocably submits with regard to any such action or proceeding for itself and in respect
to its property, generally and unconditionally, to the nonexclusive jurisdiction of the aforesaid
courts. Each of the VLI Entities and the Kaneb Entities hereby irrevocably waives, and agrees
not to assert, by way of motion, as a defense, counterclaim or otherwise, in any action or
proceeding with respect to this Agreement, (a) any claim that it is not personally subject to the
jurisdiction of the above-named courts for any reason other than the failure to lawfully serve
process, (b) that it or its property is exempt or immune from jurisdiction of any such court or
from any legal process commenced in such courts (whether through service of notice, attachment
prior to judgment, attachment in aid of execution of judgment, execution of judgment or
otherwise), and (c) to the fullest extent permitted by applicable law, that (i) the suit, action or
proceeding in any such court is brought in an inconvenient forum, (ii) the venue of such suit,
action or proceeding is improper and (iii) this Agreement, or the subject matter hereof, may not
be enforced in or by such courts.

'9.10  Waiver of Jury Tria]. EACH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT AND ANY OF THE AGREEMENTS DELIVERED IN
CONNECTION HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR
THEREBY. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (A) NO -
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE EITHER OF SUCH
WAIVERS, (B) IT UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF
SUCH WAIVERS, (C) IT MAKES SUCH WAIVERS VOLUNTARILY, AND (D) IT HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 9.10.

9.11 Enforcement. The parties hereto agree that irreparable damage would
occur in the event that any of the provisions of this Agreement were not performed in accordance
with their specific terms. It is accordingly agreed that the parties hereto shall be entitled to
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specific performance of the terms hereof, this being in addition to any other remedy to which
they are entitled at law or in equity.
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_ IN WITNESS WHEREOF, VALERO L.P., RIVERWALK LOGISTICS, L.P.,
_) VALERO GP, LLC, VLI SUB B LLC, KANEB PIPE LINE PARTNERS, L.P. and KANEB
PIPE LINE COMPANY LLC have caused this Agreement to be signed by their respective

officers thereunto duly authorized, all as of the date first written above.

C
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VALERO L.P.

By:

Name:
Title:

RIVERWALK LOGISTICS, L.P.

By:

Name:
Title:

VALERO GP, LLC

By:

Name:
Title:

VLISUBB

Name:
Title:

C
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KANEB PIPE LINE PARTNERS, L.P.

By:

Name:
Title:

KANEB PIPE LINE COMPANY LLC

By:

Name:
Title:
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IN WITNES WHEREOF, VLI, VLI GP, PARENT GP, VLI SUB B, KPP and KPP GP,
hwecwudthuAgmanmtbbeagnodbythmmapecﬂwofﬁmthaembdﬂymthmm
all as of the date first written above.

VALERO L.P., by its General Partner,

Riverwalk Logistics, L.P., by its
General Partner, Valero GP, LLC

By: [!M

Name: Curtis V. Anastasio
Title: Chief Executive Officer and President

RIVERWALK LOGISTICS, L.P., by its
General Partner, Valero GP, LLC

v CY AL i

Title: Chief Executive Officer and President
VALERO GP, LLC

CY f fineo

.Nlme: Curtis V.
Title: Chief Executive Officer and President

VLISUBB LLC

LV o btre

Title:
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KANEB PIPE LINE PARTNERS, L.P,,
by its General Partner, Kaneb Pipeline
Compeny LLC

‘By: %Uab

?‘i;::: C%M&hﬁ Se"

XANEB PIPE LINE COMPANY LLC

e =N Ab—

Name: €. d. Dolavk, AW
Title: Ché\Vmer aud < CO




CERTIFICATE OF SERVICE

I certify that I have this day served copies of this document upon all parties of record in

these proceedings by hand delivery.

Dated in Washington, D.C this 22nd day of November 2005.
&M 7. Mo

Andrea M. Halverson

Vinson & Elkins L.L.P.

The Willard Office Building
1455 Pennsylvania Avenue, NW
Washington, D.C. 20004-1008
202.639.6554

202.639.6604 (fax)
ahalverson@velaw.com
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