UNITED STATES DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE

NTL No. 2008-N07 Effective Date; 08-28-08

NOTICE TO LESSEES AND OPERATORS OF FEDERAL OIL, GAS, AND

SULFUR
LEASES AND PIPELINE RIGHT-OF-WAY HOLDERS IN THE OUTER
CONTINENTAL SHELF \
Supplemental Bond Precedures Q

The Minerals Management Service (MMS) is issuing this NTL to clarify procedures
and criteria MMS uses to determine when a supplemental bond is re 0 cover
potential decommissioning liability. This NTL has been updated @:wsed to clarify in
paragraph I, that: 1) the lessee must initially meet & minimum @oﬂh of $65 million,
as indicated on the lessee’s audited balance sheet; 2) the lesgee u¥t initially meet an
allowable cumulative decommissioning liability amount g N@d using only record title
interest as a percentage of its net worth; and 3) a portioNf e value of a lessee’s proved
producing reserves may be added to their net worth, oNy atter meeting certain financial
criteria. This NTL supersedes and replaces NTL 5(}{)3MN{}6, effective June 17, 2003.

N

For each OCS lease, 30 CFR 256.53( (e) provide the Regional Director the
authority to require additional securigy [M. security above the amounts prescribed in 30
CFR 256.52(a) and 256.53(a) a@in the form of a supplemental bond, based upon a

calculation of the potential d§0 tssioning liability and an evaluation of the lessee’s

Background

ability to carry out present jiture financial obligations in this regard. Each lease,
right-of-use and easemNABIE), and right-of-way (ROW) with determined Hability
must be covered by ?&ememé bond unless at least one lessee or holder of a RUE or
ROW demonstrate A satisfaction of the MMS that it has the financial ability to
ensure that well ¢ plugged and abandoned, platforms removed and the drilling and
platform sites,@ ding pipeline corridors, cleared of all obstructions, per MMS
regulationgS)pplemental bonds may additionally be required to satis{y other lease
obliggozgaddetermined by the Regional Director.

I. General

decommissioning Hability, determine the risk regarding the lessee’s ability to carry out
present and future financial obligations, and specifv the types and terms of the
supplernental bonds or other additional security the MMS may require or accept. The
MMS reserves the right to vary from the procedures or criteria in this NTL on a case-by-
case basis within the framework established in the governing regulations,



H. Timing of Review of Potential Lease, RUE, and ROW Decommissioning

Liability

Generally, MMS will conduct an initial review of the potential decommissioning liability

when a lessee

submits an Exploration Plan (EP) for approval.

1. Reviews will also be conducted when a lessee or holder requests approval of one
of the following: ‘K

Al
B.
C.

™

G
H

i
2. The M

A

B.

. Significant revision to an apprgy

Significant revision to an approved EP.

Development and Production Plan (DPP) or a significanimviéidn to an
approved DPP. %
Development Operations Coordination Document (PRCMD) or a significant
revision to an approved DOCD, (1/

Deepwater Operations Plan (DWOP) y

Application for a pipeline ROW or modi.ﬁ& neof an existing pipeline

Assignment of a record title interest, or a portion thereof, in a EE'

ROW,
. Assignment of an interest in a pipeiin@ grant with associated
/

platform facilities.
jpcline installation plan for a pipeline
having associated platform f:
Application for or modifi
MS also may conduct r
periodically;
when MMS beooma%ware of information that indicates a change in the
financial strengt h® company or potential cumulative
decommissio liability; or

ty, environment, non-payment of rovalty, or other violations
of M. aulations.

3. I the lesg Kes an action that causes MMS to initiate a review and then

1L @éinatiaﬁ of Financial Strength and Reliability

Generally, a supplemental bond will be required for a lease, RUE, or ROW, unless it is
determined that at least one record title owner or holder of the RUE or ROW meets the

following conditions that demonstrate financial strength and reliability:

I

Provides an independently audited caleulation of net worth {including an

independent auditor’s report and a balance sheet) equal to or greater than $65

million. in accordance with United States Generally Accepted Accounting

Principles (U.S. G4




b

3.

(IFRS), where accepted by the U.S. Securities and Exchange Commission (SEC)
in their filings.
Cumulative decommissioning liability must be less than or equal to 50 percent of
the most recent and independently audited calculation of net worth. The MMS
will use the procedure outlined in paragraph 1V of this NTL, to calculate the
cumulative decommissioning lability for each OCS lease, RUE, or ROW for
which the lessee owns record title interest or is a holder.
Demonstrates reliability as evidenced by the following:

A. number of years of successful operations and production of oil and gas or

sulphur in the OCS or in the onshore oil and gas industry;
B. credit rating(s), trade references, and verified published source Q
C. arecord of compliance with current and previous goveming%

regulations, and lease terms; and P 4
D. other factors that indicate financial strength or rciiabili&b

and, the lessee or holder either: (LQ

4.

Produces fluid hydrocarbons in excess of an avergge\( ,(},OOG barrels of oil
equivalent (BOE) per day from OCS leases for %gh the lessee owns a record
title interest. é

’

Calculations of production will be bas
data and information are available. |
natural gas, 5.62 thousand cubic f|
fully saturated at 14.73 pound, D
Fahrenheit according to 30 CFR

fliare inch atmosphere and 60 degrees
0.1203(b).]

Demonstrates:

Meeting the critg orth in the table below by providing independently
audited financial\Yements (including an independent auditor’s report and a
balance sheetfAgaccordance with U.S. GAAP or the IFRS, where accepted by
the SEC | ir filings.

L




I the lessee’s cumulative
If the lessee’s camulative potential potential decommissioning
For lessees with decommissioning Hability is < 25 percent lability is >23 percent but <
stockholders’ equity or of stockholder’s equity or net worth, the 30 percent of stockholder’s
net worth of: lessee’s debt to equity ratio (total equily or net worth, the
Habilities/net worth) must be: lessee’s debt to equity ratio
{total habilities/net worth)
st be:
$65 Million to
<25 <2.0
$100 Million (\\
Above $100 Million N
<30 5
\O

In 1115 of this N'TL only, the lessee may request MMS t% der future net
*»

revenue assoctated with the value of proved producing r

ves in the calculation

of net worth. The lessee must choose either scen& r B below in which
MMS will evaluate all of the lessee’s propertiest

A. The lessee may request that MMS Qfder the lessee’s future net revenue

B.

associated with the lessee’s vajacNINroved producing reserves in the
calculation of the lessee’s n ih, for all OCS leases in which the lessee
owns a record title interes to the percentage of their interest. Based
on potential risk aeaoc th the reserves, MMS may include up to

25 percent of the m§ lue in its calculation of the lessee’s net worth,

The lessee me that MMS consider the lessee’s future net revenue

associated wi lessee’s value of proved producing reserves in the
calculati . Icssec s net worth by providing to MMS for all OCS
]easc@ i ich the lessee has a net revenue interest as verified by an

inde nt third-party estimate of the total proved producing reserves.
@ud -party reserve report shall break down proved producing
@ ves on a lease, reservolr and well completion basis. Tt shall also
ude a cash flow spreadsheet to show anticipated production, expenses,

oéand cash flow. All net revenue and operating expense interests must be

provided and certified by a third party. Upon receipt of this information,
MMS will determine the value of the proved producing reserves o be
included in the lessee’s net worth, If the lessee requests an analysis based
vpon record Gitle and operating rights interest, the decommissioning
hiability applied in paragraph HL2 of this NTL will also account for the
decommussioning liability for each OCS lease, for which the lessee owns
operating rights mterest. Based on potential risk associated with the

o




reserves, MMS may include up to 50 percent of the reserve value in its
calculation of the lessee’s net worth.

In addition to the other information included in this section, the determination of the
lessee’s or RUE or ROW holder’s financial strength is valid for up to one vear. MMS
may extend the determination. one year at a time, if: a) an independent accounting firm
provides the most recent audited evidence of your entities financial strength and
reliability, b} you continue to meet the criteria established above, and ¢) if within the first
two years of acquiring a financial waiver of supplemental bonding vou provide 10:0Qs or

quarterly reviews for the first eight quarters of your financial waiver of supple N
bonding. E
/
IV. Determination of the Decommissioning Liability \
Regardless of any assumptions made by MMS in estimating deq@yMbsioning costs, the

lessee 1s responsible for ensuring that all decommissioning obligabns on its lease are
satisfied. When MMS requires the lessce to provide and gaNptgin a supplemental bond,
the amount of the supplemental bond for the lease will wiermined as follows:

1. The MMS will estimate the cost to plug a
other facilities, and restore the lease to,j
obstructions from wells, platform sit

facilities wili be removed and t.ra

The MMS calculations are dra om best available data and include costs for
removing and transpoﬂingﬁfaciiity onshore, plugging and abandoning
wellbores, and peﬁarmﬁ?j clearance according to the requirements of 30 CFR
250 Subpart Q and GAL oFMexico NTL No. 98-26. This estimate is based upon
costs in the Regio assumes that a rig will be used to plug and abandon all
wellbores. The res will be adjusted when available information shows that
the numbers & taccurate. 'The Jessee may provide additional information for
consideraly %cn MMS estimates decommissioning liability. When providing
additiopg a, the lessee should explain the basis for the data.

apandon wells, remove platforms and
{2inal condition by clearing the
s, and ROWs. MMS assumes that all
to shore for recycling or disposal.

b2

3.7 -Q;owin g procedure may be used to estimate the need for and amount of
*h}&e ental bonds for all entities:

% A. Determine the decommissioning Hability for all leases, RUEs, and ROWs
for which the lessee owns record title interest or is a holder (and the
decommissioning liabihty associated with the lessee’s operating rights
interest where the lessee has requested the MMS 1o include proved
producing reserves for such operating rights interest in the calcufation of
its net worth as discussed herein).

B, Apply lease-specific bonds (1.e.. lease-specific general bonds, lease-
specific supplemental bonds, and lease-specific suarantees) to identified
leases.

LA



C. Exclude from the lessee’s decommissioning lability calculation, for the
purpose of supplemental bond determination, the full amount of the
decommissioning liability for any lease(s) for which MMS has determined
that one or more co-lessees have sufficient financial strength such that it is
not necessary to require a supplemental bond. The MMS will exclude less
than the full amount of the decommissioning liability when it is
determined that additional security is needed based upon the financial or
operational history of the companies involved.

D. After calculating the remaining potential Hability, the financial strength
and reliability of the company will be evaluated using the procedyr®®
discussed herein. The MMS will then determine the need for a 6
supplemental bond and the amount. %

5. Request lease-specific supplemental bonds through the dpsiggeded
operator who coordinates the submittal with the §essee(®

4. The lessee may facilitate the review and approval of the by providing

%‘b ity

detailed information on existing leasehold facilities. The, I§#ee may provide
evidence to support an adjustment in the estimate Wumui&tive potential
decommissioning liability. This evidence may | (Y
A. the itemized data and information by a®RUE, or ROW used as a basis
for the estimate of the cumulative pQtgadal decommissioning liability
represented by wells and facihity e lease(s), and
B. the itemized data and informs lease, RUE, or ROW on which a
third party bases its estims mulative potential decommissioning
liability.

When conducting a sub%equ%t review of the need for a supplemental bond, MMS
will consider all p{:r‘tmc muation which affects bonding assessment. such as
the number of wells gled or plugged and abandoned in the time that has elapsed
since the last reviepayed Icssce s cumulative potential decommissioning
liability, the nu f platform installations or removals since the last review,
changes in th unt and value of reserves being produced, the projected rates
of ol ,,md oduction, inflation, and other changes in the market conditions.
The o 6“ of the review and analysis will be to ensure that the supplemental
bon rage or alternate form of security provided is not less than the amount
Zhed based upon the lessee’s cumulative potential decommissioning

V. Acceptable Forms of Supplemental Bonding

Within 45 days following MMS written notification, the lessee must submit one of the
following to meet the supplemental bond obligation:

i.

A lease, RUE. or ROW-specific surety bond, U.S. Treasury Securities, or an
alternate form of supplemental security a ;}pmvea by the ‘Re%i{mai Dhrector, in the
‘fiéﬁi amount required. 11 the value of the lessee’s security falls below this amount,
or if the U.S. Treasury no longer certifies that the company that issued the bond is

e



b

acceptable, the lessee must notify MMS within 15 days and take necessary action
to meet the supplemental bond obligation. Note that MMS will require any
security presented as a means for satisfying the supplemental bond requirement to
fully comply with applicable regulations, requiremnents or recommendstions of the
U.S. Treasury,

A plan to MMS for review and approval whereby the lessee commits to fully fund
a lease or RUE-specific decommissioning escrow account. Generally, the lessee
must fully fund a lease or RUE-specific decommissioning account within four (4)
years or by the beginning of the year in which it is projected that 80 pc;cer*\f the
originally recoverable reserves have been produced, whichever is earl] he
plan must include the following: é

/

A. Anintial payment into the lease or RUE-specific dec pioning
escrow account equal to or greater than 50 percent N¢stimate of the

cumulative potential lease/RUE decommissioni ity. At the lessee’s
request, the MMS may approve an initial paym%mss than 50 percent
following the review of a third-party estimgof $he proved producing
reserves for the lease, if MMS determine athe lesser amount doesn’t
create 4 risk to the Government.

B. A prescribed time schedule for ma
(e.g., monthly payments) in am
the lease or RUE-specific deed
faster rate than the rate at ™
being produced from t} @

C. A commitment by the” cial institution in which the lessee established
the lease or RUE-speXific decommissioning account to notify MMS of the
date and amoan@initiai deposit and of each incremental payment
mto the accoulg.

olicy for the benefit of MMS that covers the residual

(2 ¥vecified incremental payments
at will ensure that the amount in
\ssioning account will increase at a

¢ originally recoverable reserves are

liability event of any catastrophic failure that prevented the
comp of the remaining payments. This requirement has been met, in
theey; y including MMS as a beneficiary on existing policies.

The will review the above-described information and will approve it either
itted or request specific revisions. For example, MMS will analyze both
hitial payment amount as well as the time schedule for making specified
Jcremental payments based on an analysis of current, past, and projected rates of
production from the leasehold(s), or cash flow for facilities utilized by ROW,
characterisuics of the producing reservoir(s), decommissioning information
available in MMS's databases, and/or other information provided.

The lessee must immediately submit, and subsequently maintain, a supplemental
bond 1 an amount equal to the remaining portion of the estimate of the amount of
the lessee’s cumulative potential decommissioning liability in the event the lessee

Fessdu g
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E. Make the initial payment into a MMS approved lease or RUE-specific
decommissioning account; or

F. Pay on the date due an incremental payment into the MMS-approved lease
or RUE-specific decommissioning account in the amount agreed.

The following table provides an example of an incremental payment schedule for o lease
or RUE-specific decommissioning escrow account.

The following is an example of a lease-specific decommissioning account, the t
schedule prescribed, and the amount of each incremental payment, to fund the &\i over
a 4-year period. This example describes a situation in which, based on our e of your
cumulative potential decommissioning lability, we required a $5 million %menm

bond.
Year Percent of Recoverable Reserves Dollar Amount &uamerly FPayment

Produced at End of Year as a (Security) Requ i During Year
Percentage of Originally at Start of %
Recoverable Reserves <’
1 20 SHRONA0 $156,250
2 40 75,000 $156,250
3 60 N 8,750,000 $156,250
4 80 N 54.375.000 $156.250

Assumptions and Notes:

1. Total Supplemental Bond Amou@ 000,000

2. The amount of the initial p A is 50 percent of the cumulative potential

decommissioning hablilz} pcrcem is greater than the percentage of the originally
recoverable reserves pm 0 bc produced by the end of Year 1.

3. By the end of Y ’\fib projects that 60 percent of the originally recoverable reserves
will have been p . Therefore, the lessee will need to fund at least 60 percent of the

total @upplcmer‘é fond ($3.000,000 = 60% x $5.000,000) by the start of Year 3.

4. B\, th Q of Year 4, MMS projects that the lease will have produced over 80 percent of
the y recoverable reserves. Therefore, the lessee will need to fund the entire

$5.0 f}(} ?)} the end of Year 4. Quarterly payments of $156,230 during the 4-vear period
will increase the fund to $5.000,000 by the end of Yeur 4.




V1. Using a Third-Party Indemnity In Lieu of a Supplemental Bond

The lessee may submit a third party indemmity agreement in lieu of a supplemental bond.
The indemnity must be provided by a third party (indemnitor) who will guarantee
compliance with all lease obligations. The indemnitor must also comply with all
requirements in 30 CFR 256.57. The MMS will accept a third party indemnity only if the
indemnitor and the indemnitee agree to meet ali of the criteria below. \

1. The indemnitor must; Q
A. Meet the qualifications for a lessec in 30 CFR 256.35(b}; /E

B. Demonstrate satisfactory levels of financial strengt mwsiness history
that exceed financial and production thresholds 1 raph 11 of this
NTL; and i/

Y4

ANecnMifications that exceed 25

¢ United States.

C. Not have total outstanding and proposed

percent of its unencumbered net worthg
A . .
n that the indemnitee or the

2. The MMS will review the financial infognN
indemnitor submits to determine an ipfg or’s financial strength, business
history, and compliance with currga cial and production thresholds. The

indemnitee or the indemnitor will\rofide information MMS determines is
necessary including the inde 'S

A. Current rating {05t recent bond issuance by etther Moody's
Investor Servi ‘tm%aﬂdaﬂi and Poor's Corporation;

B. Net worth, ta@ into account potential liabilities under its guarantee of
compliang@@pth all the terms and conditions of the lease, MMS

1 and any other existing guarantees to MMS;

C. Ra -urrent assets to current liabilities, taking into account potential
}.iﬁj%ies under its guarantee of compliance with all the terms and

itions of MMS lease, RUE, or ROW regulations, and any existing
guarantees to MMS; and
~>Unencumbered fixed assets in the United States,
2

‘he MMS will review the {ollowing financial information that the indemnitee or
the indemnitor submits and that an ofticer of the company certifies as correct:

A. Independently audited {inancial statements (including an independent
auditor’s report and a balance sheet), in accordance with US. GAAP or
the IFRS, where accepted by the SEC in their filings.

B. If within its first two years of acquiring a financial waiver of supplemental
bonding, 10-Qs or quarterly reviews for the first eight quarters of the
imdemniior’s financial waiver of supplemental bonding.

£



4. An evaluation will be based on the stability of the indemnitor, in part on the
length of time that the indemnitor has been in continuous operation. An
mdemnitor’s continuous operation:

A Is the time immediately before submission of an indemnity agreement; and

B. Does not include periods of interruption of operations not within
indempitor’s control and that do not affect the likelihood of the indemnitor
remaining in business during the indemnitee’s exploration, development,
production, plugging, removal, and clearance operations on the lease,
RUE, or ROW.

5. The indemnitor must submit an indemnity agreement providing for Mhce
with all lease obligations, the obligations of all operating rights ¢ yngpN and the
st contain

obligations of all operators on the lease. A third-party indemngty
each of the following provisions: N

A. If the indemnitee, the operator, or an operating ri%owner fails to
comply with any lease term or regulation, thaind®mnitor must take
corrective action or provide within 7 cal Mg sufficient funds for
MMS to complete corrective action.

B. If the indemnitor takes corrective agliopNo bring a lease into compliance
with MMS requirements or provi Nids for MMS to bring the lease into
comphiance, these actions do ce the indemnitor’s liability.

indemnity agreement that me ollowing criteria, (see Attachment 1 for

6. If MMS approves the third partf i @v mity, the indemnitor must submit an
Example Agreement): *

A. The indemnit
persons and

' agg'neni must be executed by the indemnitor and all
s bound by the agreement.

B. The ind agreement must bind each person and party executing the
agree intly and severally.
C. Wh erson or party bound by the indemnity agreement is a corporate

eK two corporate officers who are authorized to bind the corporation
gg\ki sign the indemnily agreement,
L )1he indemnitor and the other corporate entities bound by the indemnity
6 agreement must provide MMS copies of:

L. the authorization of the signatory corporate officials to bind their
respective entities;

2. an affidavit certifving that the agreement is valid under all
applicable laws; and

3. each entity’s appropriate authorization o execute the indemnity
agreement.

E. I the indemnitor or another party bound by the indemmnity agreement is a

partnershig, jomnt venture, or syndicate, the indemnity agreement must

fa—
g,
et



bind each party who has a beneficial interest in the indemnitor; and
provide that, upon MMS demand under the third party indemnity, each
party is jointly and severally liable for compliance with all terms and
conditions of the lease.

F. The indemmity agreement must provide that, within seven (7) calendar
days of a demand for forfeiture under 30 CFR 256.59, the indemnitor will
either commit itself to take all necessary corrective action or provide
sufficient funds for MMS to take corrective action.

G. The indemnity agreement must contain a confession of judgment. It must
provide that, if it is determined that the indemnitee, the operator QN
operating rights owner is in default of the terms of the lease ore &m

of the OCS Lands Act (OCSLA) or its implementing regulatRgmaihe
indemnitor will not challenge the determination and will %\! ¥ the
default.

7. I an indemnitor wishes to terminate the period of fiabilj T its indemnity, it

must:
4

A. Notify the indemnitee and MMS at leas ?&{d S before the proposed
termination date;

B. Obtain MMS approval for the termg of the period of liability for all
or a specified portion of the ind, 's indemnification; and

C. Remain liable for all obli gati@ rued during the period that the
indemnitor’s indemnifi::at@ v cifect.

8. Each indemnity agreement is @ed to contain ali terms and conditions above,
even if the indemnitor has %ﬁted them.

oo

VH. Termination of Supp E Bond or Third Party Indemnity, or
Determination that a Su ental Bond is Not Necessary

MMS reserves the ri deny the lessee’s request for a finding that a supplemental
~ven though an independent accountant provides an audit and
essee meets the financial strength and performance criteria
described h-* &) Normally, such a denial or revocation of a previous finding will be
based on ew of independently audited information that indicates that recent or
antic lure events may adversely affect the lessee’s ability to comply with current
gzm;&%um decommissioning obligations. The MMS may also require a supplemental
bond on any lease, regardless of any prior determination under these requirements, if it is
determined that the designated operator has not fully and consistently complied with

MMS regulations.

b When any of the following occur, the lessee must take necessary action
immediately to meet these requirements. If the lessee does not, MMS may issue a
civil penalty, stop operations on the lease. or take any other action authorized by
the OCSLA or the implementing regulations.



A. The MMS requires the lessee to provide a supplemental bond, when it was
previously determined that the lessee’s financial strength was sufficient
such that a bond was not required. In such cases, the lessee will have a
minimum of 40 days notice before the lessee must furnish a supplemental
bond.

The lessee’s third party indemmitor ends the period of the guarantee.

The lessee’s bonding company ends the period of bond protection.

The value of the lessee’s security falls below the required amount of the
supplemental bond.

The U.S. Treasury no longer certifies that the company that issm&

bond is acceptable.
F. Financial insolvency of lessee, lessee’s surety, or lessee’s fﬁl@

nstitution. Q: 4

2. I the lessee chooses to provide a lease or RUE-specific d&g SIONINZ escrow
account instead of providing a bond, the lessee may be a% up to an

UNw

22

additionai 70 days to prepare and allow MMS to review n for incremental
pavments and to contribute funds to the account, ;\Q@:\ g to the plan.

VIHI. Addresses %
P

Use the following contact information to obtal r information or to submit
information:

Alaska OCS: @

Jeffrey Walker, RS/FO *
Minerals Management Service

Alaska OCS Region
3801 Centerpoint Drive,
Anchorage. AK 99503
jeffrey. walker Gmm
(907) 334~ ‘3300

Guif of ’VEC ’{\[L‘t%’]{lt OCS:

e, Regtonal FARM Program Coordinator
Minerd l ﬁa%mtgm Service

Gulf of Mexico GCS Region

1201 Elmwood Park Boulevard

New Urleans, LA 70123-2394

woshua jovee @mms. oy

(304} 736-2779

(o]



Decommissioning assessment concerns:

Stephen Dessauer, Regional Decommissioning Assessment Coordinator
Minerals Management Service

Guif of Mexico OCS Region

1201 Eimwood Park Boulevard

New Orleans, LA 70123-2394

stephen.dessauer@mms.gov

{504) 736-2646

Pacific OCS: PQ
V4

Jaron Ming, Regional FARM Program Coordinator
Minerals Management Service \@
Pacitic OCS Region Q

770 Paseo Camarillo, MS 7000

Camarillo, CA 93010-6064 p

jaron.ming @ mms.cov
(805) 389-7514 z&\/

Decommissioning assessment concemns: § /

David Gebauer, Regional Decommissi{ming%&;mcnt Coordinator
Minerals Management Service

Pacific OCS Region

770 Paseo Camarillo, MS 7210 @

Camarillo, CA 93010-6064 *

david,eebaver@ mms.cov
(80531 3897795

{805} 389.7775 @
Guidance Docum%&ement
The MMS G
250103 to g

issues NTL s as guidance documents in accordance with 30 CFR

7, supplement, and provide more detail about certain MMS regulatory
requiren@ nd to outhine the information you provide in your various submittals.
Uﬂd@ authority, this NTL sets forth a policy on and an interpretation of a regulatory
requird®ent that provides a clear and consistent approach 1o complying with that
requirement.



Paperwork Reduction Act of 1995 (PRA) Statement

The information collection referred to in this NTL provides clarification, description, or
interpretation of requirements in 30 CFR 256 and 30 CFR subpart Q. The Office of
Management and Budget (OMB) has approved the information collection requirements in
these regulations and assigned OMB Control Numbers 1010-0006 and 1010-01
respectively. This NTL does not impose additional information collection reg

subject to the PRA.
/
NO

Chivig L7

Chris C. Oynes - p
Associate DirdNg
Oftshore and Minerals Management

AttachmenQ@
} E\fi.@form for "Third Party Indemnity
2. Internet websites and information pdifile

Agreement” pdf file | Word file

Herurn to Notices 1o Lessees and Oneraiors

-



MODEL THIRD PARTY INDEMNITY

The Bureau of Ocean Energy Management (BOEM) developed the following model third party
indemnity agreement. Executing this document will meet the requirements of 30 CFR § 556.57 for a
third party indemnity. You may execute this document as is or you may modify this document. If you
choose to modify this document, BOEM will review your modifications and may approve the modified
document upon a determination that the modified document meets all of the requirements of 30 CFR §
556.57.

THIRD PARTY INDEMNITY AGREEMENT \

This THIRD PARTY INDEMNITY AGREEMENT, made and entered into this
by , BOEM Company Number

the benefit of the BUREAU OF OCEAN ENERGY MANAGEMENT of the UN STATES
DEPARTMENT OF THE INTERIOR (BOEM) provides for the following:

I. Bysigning this document, the undersigned attests to the following: (l/
/

A. If a party to this agreement is a corporation, it is incorpo;g’Z in good standing under the
laws of the State of and has all corporate power, adgor¥zations, consents, and approvals
required to carry on its business as is how conducted and to e nto this agreement.

/
B. If a party to this agreement is a corporation, %signed include corporate officers who
are authorized to bind the corporation. O

C. The undersigned are authorized to e@ deliver, and perform, under the terms of this
agreement, on behalf of any non-corporateylndMnnitor.

D. This agreement does not cqutr e‘or constitute a default under any provisions of
applicable law or regulation or of arter, certificate of incorporation or bylaws or any
agreement, judgment, injuncE'o@r er, decree, or other instrument to which it may be subject.
I1. The Indemnitor ag%QQ the following provisions:

A. The Inden@& will punctually satisfy (check one)

O Qormance and compliance by ,
M Company Number , (Indemnitee) with the terms and conditions of the
ease, Right-of-Use and Easement (RUE), or Right-of-Way (ROW) and governing
Federal regulations for all leases, RUES, or ROWs in the Region, for
which BOEM has, at any point, recognized the indemnitee as a lease, RUE, or ROW
interest or operating rights owner.




O the performance and compliance by :

BOEM Company Number , (Indemnitee), with the terms and conditions
of the lease, RUE, or ROW and governing Federal regulations for (lease, RUE, ROW)
number

O the performance and compliance by ,
BOEM Company Number , (Indemnitee), with the terms and conditions of the
lease, RUE, or ROW and governing Federal regulations for (lease, RUE, ROW)
number for an amount not to exceed $

B. If the Indemnitee, Indemnitee's operator, or an operating rights owner fails to
with any lease, RUE, or ROW term or regulations, the Indemnitor will: s

(1) not challenge the determination and @/

(2) must either: (LQ

i) take corrective action to bring the lease into complignc® within the time period

specified by BOEM, or &\/

ii) provide, within seven (7) calendar days, S ent funds for the BOEM Regional
Director/Manager to complete corrective a

C. When the Indemnitor complies with thi ent, by correcting a problem or paying for a
third party or for BOEM to correct a problem, compliance will not reduce the Indemnitor's
liability for remaining obligations.

D. If this agreement is termina@lndemnitor will remain liable for all work and
workmanship performed and liabyitiewthat accrued during the period covered by this Third Party
Indemnity, until such time that emnified company provides alternate security for the
obligation(s) and BOEM rée the Indemnitor from further liability.

E. If the Indemr@shes to terminate the period of liability under this indemnification, the
Indemnitor must:

(1) ‘%ﬂe Indemnitee and the BOEM Regional Director at least 90 days before the
mination date;

(2) Obtain the BOEM Regional Director’s Approval for the termination of the period of
liability for all or a specified portion of the Indemnitor’s indemnification; and

(3) Remain liable for all work and workmanship performed and liabilities that accrued
during the period covered by this indemnity, until such time that the Indemnitee
provides a suitable replacement security instrument, assuming all outstanding
liabilities and in an amount no less than provided by the indemnity herein, and BOEM
releases the Indemnitor from further liability.



F. If a party to this agreement is a partnership, joint venture, or syndicate, this agreement
binds each partner or party who has a beneficial interest in the Indemnitor.

G. Each party who is an Indemnitor under this agreement agrees to be bound jointly and
severally for the undertakings herein.

I1l. If during the life of this third-party indemnity, the Indemnitor no longer meets the criteria
established in 30 CFR § 556.57(a)(3) and 30 CFR § 556.57(c)(3), the Indemnitor and the

Indemnitee will notify the BOEM Regional Director immediately.
4 E

INDEMNITOR \@

\ 4
(Affix Corporate Seal) IND@'I’OR
P
CORPORATE OFFICIAL RPORATE OFFICIAL
TYPED NAME * : TYPED NAME
O
TYPED TITLE 60 TYPED TITLE

Witness my hand an(@seal this .
(Affix N gﬂl)

NOTARY PUBLIC NAME



INDEMNITEE

(Affix Corporate Seal) INDEMNITEE

CORPORATE OFFICIAL CORPORATE OFFICIAL

TYPED NAME TYPED NAME EQ
/

N
TYPED TITLE TYPED TITLE Q\

Witness my hand and notary seal this . 51/

\&g\/

(Affix Notary Seal) @A\Y PUBLIC NAME




Aftachment 2
Internet Information

The Minerals Management Service web-site is located at hitp://www.mms.eov/. The
following web sites may assist you in determining your, "Bonding Requirements.”

1. NTL No. 2000-G 16, Guidelines for General Lease Surety Bonds, Effective Date:
September 7, 2000.

Navigate to: hitp://www.mms.gov. Select tab, Offshore Program. Selec t%f
MMS Region desired, Gulf of Mexico, select tab Lease Information, s
Bonding, and select Guidelines for General Lease Surety Bonds or
hitp://www.gomr.mms.gov/homepg/regulate/regs/ntls/ntl00-gh6 Ml

2. Plugging and Abandonment Liabilitv Query -Updated WeelQ\

Navigate to: hitp://www.mms.gov select tab, Offshore P&m select tab of
MMS Region desired, Gulf of Mexico, select tab & nformation, select tab
Fast Facts, and select tab Plugging and Abando { [ease Liability or
hitp://www.comr.mms.cov/homepg/fastfa seLiab/master.asp

/
3. Supplemental Plugging and Abandonme . Form 2028A, May 2007.

NMtab, Offshore Program select MMS
t tab Forms, and select Form 2028A or
pg/mmsforms/FormMMS-2028a.pdf

Navigate to: http://www.mms.go
Region desired, Gulf of Mexig
http:/www.gomr.mms.gov/h
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