Leasing Activities
Information

U.S. Department of the Interior
Minerals Management Service
Gulf of Mexico OCS Region

Lease Stipul ations
For
Western Gulf of Mexico
Q| and Gas Lease Sale 180

(Final Notice of Sale; July 2001)

Four stipulations will be applied to | eases resulting fromthis
sal e on bl ocks shown on the “Stipul ati ons and Deferred Bl ocks, Sale
180 Map” included in the Sale Notice Package. These stipul ations

ar e:
Stipulation No. 1 - Topographic Features
Stipulation No. 2 - Mlitary Areas
Stipulation No. 3 - Qperations in the Naval Mne Warfare Area
Stipulation No. 4 - Law of the Sea Convention Royalty Paynent

Page1 of 13



Stipulation No. 1 - Topographic Features.

(This stipulation will be included in | eases |located in the
areas so indicated in the Biological Stipulation Map Package for the
Western @Qulf of Mexico which is available fromthe MV Qulf of
Mexi co Regional O fice Public Information Unit (see the Notice of
Sale for the address and phone nunbers).)

The banks that cause this stipulation to be applied to bl ocks
of the Western Gulf are:

No Activity Zone

Defi ned by
Bank Nane | sobath (neters)
Shel f Edge Banks
West Fl ower Garden Bank 100
(defined by 1/4 1/4 1/ 4 systen)
East Fl ower Garden Bank 100
(defined by 1/4 1/4 1/4 system
MacNei | Bank 82
29 Fat hom Bank 64
Ranki n Bank 85
CGeyer Bank 85
El ver s Bank 85
Bri ght Bank][ 1] 85
McG ail Bank][ 1] 85
Rezak Bank| 1] 85
Si dner Bank] 1] 85
Par ker Bank][ 1] 85
St et son Bank 52
Appel baum Bank 85
Low Rel i ef Banks|[ 2]
Myst eri ous Bank 74,76, 78, 80, 84
Cof fee Lunp Vari ous
Bl ackfi sh Ri dge 70
Bi g Dunn Bar 65
Smal | Dunn Bar 65
32 Fat hom Bank 52
Cl aypi | e Bank][ 3] 50
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Sout h Texas Banks|[ 4]

Dr eam Bank 78, 82
Sout hern Bank 80
Hospi tal Bank 70
Nort h Hospital Bank 68
Aransas Bank 70
Sout h Baker Bank 70
Baker Bank 70

[1] Central Gulf of Mexico bank with a portion of its “1-Mle
Zone” and/or “3-Mle Zone” in the Western Gulf of Mexi co.

[2] Low Relief Banks--Only paragraph (a) applies.

[3] daypile Bank--Paragraphs (a) and (b) apply. |In paragraph
(b), nmonitoring of the effluent to determ ne the effect on
the biota of O aypile Bank shall be required rather than
shunti ng.

[4] South Texas Banks--Only paragraphs (a) and (b) apply.

(a) No activity including structures, drilling rigs,
pi pelines, or anchoring will be allowed within the |listed isobath
(“No Activity Zone” as shown in the aforenenti oned Bi ol ogi cal
Stipul ati on Map Package) of the banks as |isted above.

(b) Operations within the area shown as “1, 000- Meter Zone”
in the aforenenti oned Biol ogi cal Stipulation Map Package shall be
restricted by shunting all drill cuttings and drilling fluids to
the bottom through a downpi pe that term nates an appropriate
di stance, but no nore than 10 neters, fromthe bottom

(c) Operations within the area shown as “1-M Il e Zone” in
the af orenmenti oned Bi ol ogical Stipulation Map Package shall be
restricted by shunting all drill cuttings and drilling fluids to
the bottom through a downpi pe that term nates an appropriate
di stance, but no nore than 10 neters, fromthe bottom (Were
there is a “1-M | e Zone” designated, the “1,000-Meter Zone” in
paragraph (b) is not designated.) This restriction on operations
al so applies to areas surroundi ng the Fl ower Garden Banks
Nat i onal Marine Sanctuary, nanely the “4-M | e Zone” surroundi ng
t he East Fl ower Garden Bank and the West Fl ower Garden Bank.

(d) Operations within the area shown as “3-M | e Zone” in
the af orenmenti oned Bi ol ogical Stipulation Map Package shall be
restricted by shunting all drill cuttings and drilling fluids
from devel opnent operations to the bottomthrough a downpi pe that
term nates an appropriate distance, but no nore than 10 neters,
fromthe bottom
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Stipulation No. 2--Mlitary Areas.

(This stipulation will be included in | eases |ocated within
the Warning Areas as shown on the map “Sti pul ati ons and Deferred
Bl ocks, Sale 180" included in the Sale Notice Package.)

(a) Hold and Save Harnl ess

Whet her conpensation for such damage or injury m ght be due
under a theory of strict or absolute liability or otherw se, the
| essee assunes all risks of damage or injury to persons or
property, which occur in, on, or above the OCS, to any persons
or to any property of any person or persons who are agents,
enpl oyees, or invitees of the |lessee, its agents, independent
contractors, or subcontractors doing business with the | essee in
connection wth any activities being perforned by the | essee in,
on, or above the OCS, if such injury or damage to such person or
property occurs by reason of the activities of any agency of the
United States Governnent, its contractors or subcontractors, or
any of its officers, agents or enployees, being conducted as a
part of, or in connection with, the prograns and activities of
t he command headquarters listed at the end of this stipulation.

Notwi t hstanding any limtation of the |l essee's liability in
Section 14 of the | ease, the | essee assunmes this risk whether
such injury or damage is caused in whole or in part by any act
or om ssion, regardl ess of negligence or fault, of the United
States, its contractors or subcontractors, or any of its
of ficers, agents, or enployees. The |essee further agrees to
i ndemmi fy and save harnmless the United States against all clains
for | oss, danmage, or injury sustained by the | essee, or to
i ndemmi fy and save harm ess the United States against all clains
for | oss, danmage, or injury sustained by the agents, enployees,
or invitees of the |lessee, its agents, or any independent
contractors or subcontractors doing business with the |essee in
connection with the progranms and activities of the
aforenentioned mlitary installation, whether the sane be caused
in whole or in part by the negligence or fault of the United
States, its contractors, or subcontractors, or any of its
of ficers, agents, or enployees and whether such clains m ght be
sust ai ned under a theory of strict or absolute liability or
ot herw se.
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(b) Electromagnetic Em ssions

The | essee agrees to control its own el ectromagnetic
em ssions and those of its agents, enployees, invitees,
i ndependent contractors or subcontractors emanating from
i ndi vi dual desi gnated defense warning areas in accordance with
requi renents specified by the commander of the command
headquarters listed in the following table to the degree
necessary to prevent damage to, or unacceptable interference
wi th, Departnment of Defense flight, testing, or operational
activities, conducted wi thin individual designated warning
areas. Necessary nonitoring control, and coordination with the
| essee, its agents, enployees, invitees, independent contractors
or subcontractors, will be effected by the conmander of the
appropriate onshore mlitary installation conducting operations
in the particular warning area; provided, however, that control
of such el ectromagnetic enmi ssions shall in no instance prohibit
all manner of el ectromagneti c comruni cation during any period of
time between a | essee, its agents, enployees, invitees,
i ndependent contractors or subcontractors and onshore
facilities.

(c) Operational

The | essee, when operating or causing to be operated on its
behal f, boat, ship, or aircraft traffic into the individual
desi gnat ed warni ng areas, shall enter into an agreenent with the
commander of the individual command headquarters listed in the
followng list, upon utilizing an individual designated warning
area prior to conmencing such traffic. Such an agreenment wl|
provi de for positive control of boats, ships, and aircraft
operating into the warning areas at all tines.

W 59: Naval Air Station - JRB
400 Russel Avenue
Box 27

New Ol eans, Loui siana 70143-0027
Tel ephone: (504) 391-8696/ 8687

W 147 147t h Fighter Wng
147 OSF/ CC
14657 Snei der Street
Houst on, Texas 77034-5586
Tel ephone: (281) 929-2716/ 2683
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W 228 Chi ef, Naval Air Training
O fice No. 206
Naval Air Station
Corpus Christi, Texas 78419-5100,
Tel ephone: (512) 939- 3862/ 3902

W 602 Headquarters ACC/ DOR, Detachnent 1
Oper ati ons Headquarters, Air Conmbat Conmand
O futt AFB, Nebraska 68113-5550
Tel ephone: (402) 294-2334
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Stipulation No. 3--Operations in the Naval M ne Warfare Area.

(This stipulation will apply to Mustang |Island Area Bl ocks
775, 790, 791, 798, 821, and 822; and Mistang |sland Area East
Addi tion Bl ocks 732, 733, and 734.)

1. The provisions of this paragraph shall apply to all of
Mustang | sl and Area East Addition Blocks 732, 733, and 734; and
to those portions of Mustang |Island Area Bl ocks 790 and 791
which are in Naval M ne Warfare Command Operational Area D as
shown on the attached map and specified on the attached
coordi nates i st.

(a) Exploration: The placenent, |ocation, and pl anned
peri ods of operation of surface structures on this |ease
(or portion as specified above) during the exploration
stage are subject to approval by the Regional Director
(RD), MVs Gulf of Mexico Region, after the review of the
operator's Exploration Plan (EP). Prior to the subm ssion
of the EP, the lessee will consult with the Conmander, M ne
Warfare Command, in order to determne the EP's
conpatibility with scheduled mlitary operations. The EP
shall contain a statenent certifying the consultation and
i ndi cati ng whet her the Commander, M ne Warfare Conmand has
any objection to activities and schedule of the EP. No
per manent structures nor debris of any kind shall be
allowed in the area covered by this | ease during

expl oration operations.

(b) Devel opnent: Any above-seafl oor devel opnent
operations within the area covered by this | ease (or
portion as specified above) nust be conpatible with
scheduled mlitary operations as deternm ned by the
Commander, M ne Warfare Command. The |essee will consult
wi th and coordi nate plans for above-seafl oor devel opnent
activities (including abandonnment) with the Commander, M ne
Warfare Command. The Devel opnment Operations Coordination
Docunent (DOCD) nmust contain the |ocations of any pernmanent
structures, fixed platforns, pipelines, or anchors pl anned
to be constructed or placed in the area covered by this

| ease (or portion as specified above) as part of such

devel opnent operations. The DOCD nust al so contain the
witten cooments of the Conmander, M ne Warfare Conmand on

t he proposed activities. |[If the Commander, M ne Warfare
Command determ nes that activities are inconpatible, the RD
will consult with himto resolve the matter. |[If no

resol ution can be reached, then devel opnment operations nust
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be conducted from outside the Naval M ne Warfare Comrand
Qper ati onal Area.

2. The provisions of this paragraph shall apply to those
portions of Mustang Island Area Bl ocks 775, 798, 821, and 822
which are in the Naval M ne Warfare Command operational transit
| anes QR 101, QR 102, and QIR 105 as shown on the attached nap
and specified on the attached coordinates |ist.

(a) Exploration and Devel opnent: No operations,
exploratory or devel opnment activities shall take place, nor
Wi ll structures of any kind will be placed, in Naval M ne
Warfare Command operational transit |anes QIR 101, QIR 102,
and QIR 105.

3. For nore information, consultation, and coordi nati on,
the | essee nmust contact:

Conmander, M ne Warfare Conmand

325 Fifth Street, S. E

Corpus Christi, Texas 78419-5032
Phone: (361) 961-4869/ 4870
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MAP FOR
STIPULATION NO.
3-OPERATIONS
IN THE
NAVAL MINE
WARFARE AREA

MOTE: Stipulation 3 applies to
portion of Mustang lsland Area
Blocks 775,720,791,
798,821,822,

Although not shawn here,
Stipulation 3 also applies

to all of Mustang Island Area
East Addition Blocks 732,
733,734,

Mustang Island Area
Blocks 793,799, 816
are not offered in Sale 177,
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Coordinatesfor Stipulation No. 3--Operationsin the Naval Mine Warfare Area

COORDINATES OF OPERATIONAL AREASFOR
NAVAL TRAINING OFF CORPUS CHRISTI, TEXAS

SITE - WGS- 84 WGS- 84 WGS- 84 WGS- 84 LAMBERT | LAMBERT
CORNER LATITUDE | LONGITUDE X(M) Y (M) X (FT) Y (FT)
D - NW 27°40° 00" |96°54" 30" |706313.566 |3062027.331] 2515275. 590| 730113. 200
D- SW 27°35' 42" |96°54' 30" |706448.081 |3054085. 836] 2515604. 230| 704061. 290
D- NE 27°40° 00" |96°51' 30" |711246.664 |3062111.991] 2531458. 820| 730320. 550
D - SE 27°35' 42" |96°51' 30" |711384. 401 |3054170. 348]2531797. 780| 704268. 780
COORDINATES OF OPERATIONAL TRANSIT LANESFOR
NAVAL TRAINING OFF CORPUSCHRISTI, TEXAS
TRANSIT LANE WAYPOINT LATITUDE LONGITUDE
QJR 101 A 27°42.50' N 096° 59.50' W
B 27°3550' N 096° 59.50' W
C 27°26.00' N 097° 06.25' W
QJR 102 A 27°4250' N 097° 00.00' W
B 27°36.00' N 097° 00.00" W
C 27° 32.25' N 097° 04.00' W
D 27°28.00' N 097° 04.75' W
QJR 105 A 27°3450' N 097° 06.75' W
B 27°2550' N 097° 06.25' W

Note: All transit lanes are 1500 yards wide.
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Stipulation No. 4 - Law of the Sea Convention Royalty Paynent.

(This stipulation will apply to all avail abl e bl ocks beyond
the United States (U.S.) Exclusive Econom c Zone (EEZ) in the
area fornmerly known as the Western Gap.)

If the U S. becones a party to the 1982 Law of the Sea
Convention (Convention) prior to or during the life of a

| ease issued by the U.S. on a block or portion of a bl ock
| ocat ed beyond the U S. EEZ and subject to such conditions
that the Senate may inpose through its constitutional role
of advice and consent, then the follow ng royalty paynent

| ease provisions will apply to the | ease so issued,
consistent with Article 82 of the Convention:

1. The Convention requires paynents annually by coastal States
party to the Convention with respect to all production at a
site after the first five years of production at that site.
Any such paynents will be nade by the U S. governnent and
not the |essee.

2. For the purpose of this stipulation regardi ng paynents by
the lessee to the U S., a site is defined as an indi vi dual
| ease whether or not the lease is located in a unit.

3. For the purpose of this stipulation, the first production
year begins on the first day of comrercial production
(excluding test production). Once a production year begins
it shall run for a period of 365 days whether or not the
| ease produces continuously in conmercial quantities.
Subsequent production years shall begin on the anniversary
date of first production.

4. If total |ease production during the first five years
followng first production exceeds the total royalty
suspensi on vol unme(s) provided in the | ease terns, or
t hrough application and approval of relief fromroyalties,
the followi ng provisions of this stipulation will not
apply. If after the first five years of production but
prior to termnation of this |ease, production exceeds the
total royalty suspension volune(s) provided in the |ease
ternms, or through application and approval of relief from
royalties, the follow ng provisions of this stipulation
will no |onger apply effective the day after the suspension
vol unes have been produced.
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5.

If, in any production year after the first five years of

| ease production, due to | ease royalty suspension

provi sions or through application and approval of relief
fromroyalties, no | ease production royalty is due or
payabl e by the |l essee to the U S., then the | essee will be
required to pay, as stipulated in paragraph 9 bel ow,
Convention-related royalty in the foll owm ng anobunt so that
the required Convention paynments may be nmade by the U. S.
government as provided under the Convention

a. In the sixth year of production, one percent of the
val ue of the sixth year's |ease production saved,
removed, or sold fromthe | eased area;

b. After the sixth year of production, the Convention-
related royalty paynent rate shall increase by one
percent for each subsequent year until the twelfth
year and shall remain at seven percent thereafter
until |ease termnation

If the U S. becones a party to the Convention after the
fifth year of production fromthe | ease, and a | essee is
required, as provided herein, to pay Convention-rel ated
royalty, the anmount of the royalty due wll be based on the
above paynment schedul e as determ ned fromfirst production.
For exanple, U S. accession to the Convention in the tenth
year of |ease production would result in a Conventi on-
related royalty paynent of five percent of the value of the
tenth year's | ease production, saved, renoved, or sold from
the |l ease. The follow ng year, a paynent of six percent
woul d be due, and so forth as stated above, up to a maxi mum
of seven percent per year.

If, in any production year after the first five years of

| ease production, due to | ease royalty suspension

provi sions or through application and approval of relief
fromroyalties, |ease production royalty is paid but is

| ess than the paynent provided for by the Convention, then
the lessee will be required to pay to the U S. governnent
the Convention-related royalty in the anmount of the
shortfall.

In determ ning the value of production fromthe |ease if a
paynent of Convention-related royalty is to be made, the
provi sions of the | ease and applicabl e regul ati ons shal

apply.
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10.

11.

12.

The Convention-rel ated royalty paynent(s) required under
paragraphs 5 through 7 of this stipulation, if any, shal
not be paid nonthly but shall be due and payable to MVS on
or before 30 days after the expiration of the rel evant
production | ease year.

The | essee will receive royalty credit in the anmount of the
Convention-rel ated royalty paynent required under

par agraphs 5 through 7 of this stipulation, which wll
apply to royalties due under the | ease for which the
Convention-rel ated royalty accrued in subsequent periods as
non- Convention related royalty paynents becone due.

Any | ease production for which the | essee pays no royalty
ot her than a Convention-rel ated requirenent, due to | ease
royal ty suspension provisions or through application and
approval of relief fromroyalties, will count against the
| ease's applicable royalty suspension or relief volune.

The |l essee will not be allowed to apply or recoup any

unused Convention-related credit(s) associated with a | ease
t hat has been relinquished or term nated.
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