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(a) Supplenental Docunents. For copies of the various
docunents nmentioned in the Sale Notice or in the Sale Notice
Package and identified as available fromthe MV Gulf of Mexico
Regi onal O fice, prospective bidders should contact the Public
I nformation Unit, M nerals Managenent Service, 1201 El mwod Park
Boul evard, New Ol eans, Louisiana 70123-2394, either in witing
or by tel ephone at (504) 736-2519 or (800) 200-GJLF. For
addi tional information, contact the Regional Supervisor for
Leasi ng and Environnment at that address or by tel ephone at (504)
736-2759. Many sal e-rel ated docunents may al so be found on the
MVES Honepage Address on the Internet: http://ww. ms.gov. The
MVS al so mai ntains a 24-hour Fax-on-Demand service: (202) 219-
1703.

(b) Navigation Safety. Operations on sonme of the bl ocks
offered for | ease may be restricted by designation of fairways,
precautionary zones, anchorages, safety zones, or traffic
separation schenes established by the U S. Coast Guard pursuant
to the Ports and Waterways Safety Act (33 U S.C 1221 et seq.),
as anended.

U S Arny Corps of Engineers (COE) permts are required for
construction of any artificial islands, installations, and ot her
devi ces permanently or tenporarily attached to the seabed
| ocated on the OCS in accordance with section 4(e) of the OCS
Lands Act, as anended.

For additional information, prospective bidders should
contact Lt. Conmander Dan Whiting, Assistant Marine Port Safety
Oficer, 8th Coast Guard District, Hale Boggs Federal Buil ding,
New Ol eans, Louisiana 70130, (504) 589-4218. For CCE
i nformati on, prospective bidders should contact M. Don
Nanni ngs, Chi ef Eval uation Section, Regulatory Branch, Post
O fice Box 1229, Galveston, Texas 77553, (409) 766-3938.

(c) Ofshore Pipelines. Bidders are advised that the
Departnment of the Interior and the Departnment of Transportation
have entered into a Menorandum of Understanding (M), dated
Decenber 10, 1996 (published in the Federal Register on February
14, 1997, at 62 FR 7037), and inplenented by a final rule on
August 17, 1998 (63 FR 43876), concerning the design,
installation, operations, inspection, and mai ntenance of
of fshore pipelines. See also 30 CFR 250.1000(c)(1). Bidders
shoul d consult both Departnents for regulations applicable to
of fshore pipelines; at the M5 Gulf of Mexico Regional Ofice,
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the appropriate contact is M. Alex Al varado at (504) 736-2547.
Copi es of the MOU are available fromthe MVS Internet site and
the MV Gul f of Mexico Regional Ofice Public Information Unit
(see paragraph (a) above).

(d) 8-Year Leases. Bidders are advised that commencenent
of an exploratory well is required within the first 5 years for
all leases with an initial 8-year term Failure to do so wll
result in |lease cancellation shortly after the end of the fifth
year (30 CFR 256.37). Furthernore, a sixth year's rental wll
be due despite such cancell ation

(e) Affirmative Action. Lessees are advised that they
nmust adhere to the rules of the Departnent of Labor, Ofice of
Federal Contract Conpliance, at 41 CFR Chapter 60. Conpanies
wi th questions regarding those rules should contact one of the
various regional Department of Labor O fices of Federal Contract
Conpl i ance.

(f) Odnance Disposal Areas. Bidders are cautioned as to
t he exi stence of two inactive ordnance disposal areas in the
Corpus Christi and East Breaks areas, shown on the AStipul ations
and Deferred Bl ocks@ map included in the Sal e Notice Package.
These areas were used to di spose of ordnance of unknown
conposition and quantity. These areas have not been used since
about 1970. Water depths in the Corpus Christi area range from
approximately 600 to 900 neters. Water depths in the East
Breaks area range from approximately 300 to 700 neters. Bottom
sedinments in both areas are generally soft, consisting of silty
clays. Exploration and devel opment activities in these areas
requi re precautions comensurate with the potential hazards.

(g) Archaeol ogi cal Resources. Bidders are referred to the
regul ati on 30 CFR 250. 126 (Archaeol ogi cal Reports and Surveys).
MVE Notice To Lessees No. 98-06 (Requirenments For Archaeol ogica
Resources Field Surveys for the Gulf of Mexico OCS Region)
published in the Federal Register on Novenber 10, 1998, (63 FR
63071-63074) effective August 10, 1998, specifies renote sensing
i nstrunent ati on, survey nethodol ogy, |inespacing, and
archaeol ogi cal report witing requirenents for | essees and
operators in the Gulf of Mexico Region (GOWR)

In addition, a specific list of |ease blocks that fal
wi thin the GOVR high-probability area for both prehistoric and
hi stori c archaeol ogi cal resources on the OCS are avail able on
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the MBS Internet site at http://ww. mrs. gov and can be

downl oaded off this site. After entering this address, click on
Managi ng O f shore Resources, then New Ol eans, Louisiana (GQulf
of Mexico & Atlantic), then Environnental Information, then
Requi renments for Environnental Information from Operators, then
Ar chaeol ogi cal Information, and finally scroll down and click on
Ar chaeol ogy Survey Bl ocks to select a specific |ease block area
within the Gulf of Mexico or to downl oad the conplete file.

This block list has been updated in Novenber 1998 and
represents the nost current archaeol ogi cal survey | ease bl ock
list for the GOMR  This block |ist supersedes all previous
ar chaeol ogi cal high-probability block |ists published by the MVS
GOVR

(h) Proposed Artificial Reefs/Rigs to Reefs. Bidders are
advi sed that there are OCS artificial reef planning and general
permt areas, and reef sites for the Gulf of Mexico. These are
| ocated in water depths of | ess than 200 neters. Wile al
artificial reef sites require a permt fromthe U S. Army Corps
of Engineers, the Artificial Reefs programis inplenented
t hrough State sponsorship through the followng State
Coordi nators:

Al abama M. Steve Heath, (334) 968-7576
Florida M. Jon Dodrill, (850) 922-4340

Loui siana M. R ck Kasprzak, (225) 765-2375
M ssi ssi ppi M. M ke Buchanan, (228) 374-5000
Texas Ms. Jan Cul bertson, (281) 461-4064

For nmore information, on artificial reef sites, prospective
bi dders shoul d contact the above listed State Artificial Reef
Coordinators for their areas of interest.

(i) VLightering Zones. Bidders are advised that the U S.
Coast Guard has designated certain areas of the Gulf of Mexico
as lightering zones for the purpose of permtting single hul
vessels to off-load oil within the U S. Exclusive Econom c Zone.
Such designation may have inplications for oil and gas
operations in the areas. See 33 CFR 156.300 for the regulations
concerning lightering zones; additional information may be
obt ai ned from Li eut enant Conmander Russ Proctor of the Coast
GQuard=ss Ports and Facilities Conpliance Staff (G MOC3) at (202)
267-0499.
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(j) Statenent Regarding Certain Geophysical Data.
Pursuant to Sections 18 and 26 of the OCS Lands Act, as anended,
and the regul ati ons issued thereunder, MVS has a right of access
to certain geophysical data and information obtained or
devel oped as a result of operations on the OCS. A final rule
specifying the details and procedures regarding this right of
access (published in the Federal Register on Decenber 24, 1997)
is found at 30 CFR 251.11 and 251.12. For additional
information, contact the MM Gulf of Mexico Regional Ofice of
Resource Evaluation at (504) 736-2720.

(k) Information about |ndicated Hydrocarbons. Bidders are
advi sed that MVS makes avail able, about 3 nonths prior to a
| ease sale, a list of unleased tracts having well bores with
i ndi cated hydrocarbons. Basic information relating to
production, well bores, and pay range for each tract is included
inthe list. The list is available fromthe MV GQulf of Mexico
Region Public Information Unit (see paragraph (a) above).

(1) Royalty Relief. The Quter Continental Shelf (QOCS)
Deep Water Royalty Relief Act authorizes the Secretary of the
Interior to offer certain deepwater OCS tracts in the Centra
and Western Gulf of Mexico for | ease with suspension of
royalties for a volune, value, or period of production the
Secretary determnes. The final rule specifying royalty
suspension terns for |ease sales in the Central and Western Qul f
may be found at 30 CFR 260.

NOTE: For | eases on blocks in Royalty Suspension Areas, an
Addendumwi || be added to nodify Sections 5 and 6 of the | ease
instrunment, as foll ows:

Sec. 5. Mninum Royalty.

The mninumroyalty requirenment is not applicable during
periods of royalty suspension.

Sec. 6. Royalty on Production.

Sec. 6 of the |lease instrunent will be superseded by 30 CFR
Part 260, published in the Federal Register on January 16,
1998 (63 FR 2626). In addition, the follow ng procedures

al so apply:
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In any year during which the arithmetic average of the
closing prices on the New York Mercantil e Exchange (NYMEX)
for Iight sweet crude oil exceeds $28. 00 per barrel
(threshold oil price), royalties on the production of oi
must be paid at the |ease stipulated royalty rate, and
production during such years counts toward the royalty
suspensi on vol une.

In any year during which the arithnmetic average of the
closing prices on the NYMEX for natural gas exceeds $3.50
per mllion British thermal units (threshold gas price),
royalties on the production of natural gas nust be paid at
the | ease stipulated royalty rate, and production during
such years counts toward the royalty suspension vol une.

These prices for oil and natural gas are as of 1994 and
nmust be adjusted for subsequent years by the percentage by
which the inplicit price deflator for the gross donestic
product changed during the precedi ng cal endar year. For
1999, the threshold oil price was $30.40, conpared to a
$19. 26 average NYMEX oil price in 1999. For 1999, the

t hreshol d gas price was $3.80, conpared to a $2. 31 average
NYMEX gas price in 1999.

A mp titled “Lease Terns and Econom c¢ Conditions, Sale
177" depicting blocks in which such suspensions nay apply is
included in the Sale Notice Package.

The publication “OCS Operations Field Nanmes Master List”
depicts currently established fields in the Gulf of Mexico.
Thi s docunent is updated nonthly and reprinted quarterly.
Copi es may be obtained fromthe MM Gul f of Mexico Regi onal
Ofice Public Information Unit (see paragraph (a) above).

(m Lease Instrunent. Bidders are advised that the |ease
instrument will include provisions for royalty relief and 8-year
| ease cancellations, if applicable.

Leases will continue to be issued, as in recent sales, on
For m MVS- 2005 (March 1986) as anended.

(n) Electronic Funds Transfer (EFT). Bidders are rem nded
that the 4/5ths and first year rental EFT instructions for |ease
payof f have been revi sed and updated by MMS Royalty Managenent.
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Conpani es may now use either the Fedwi re Deposit Systemor the
Aut omat ed Cl earing House (overni ght paynents).

Bi dders are further alerted to the requirenent in effect
for this sale, the mandatory use of EFT for paynment of the 1/5th
deposit on bonus bids.

On July 28, 1999, the MVBE published in the Federal Register
at 64 FR 40764 a final rule revising 30 CFR 256.46(b) to all ow
the MM5 to require a specific nethod (or nethods) of paynent of
t he deposit on bonus bids submtted at OCS | ease sales. For
Sale 177, MMS will require the submtters of high bids to use
EFT procedures for paynent of the deposit on bonus bids.

Current OCS | essees and/ or operators may secure such paynment
using only a signed bid formas prescribed in the Sale Notice
Package; others are required to guarantee their EFT paynents by
any one of several nethods, such as a letter of credit or a

| unmp-sum check. Specific details on the use of EFT are
contained in the Sale Notice Package.

(o) Deepwater Operations Plans. Bidders are advised that
MVS Notice to Lessees 98-8N, which becane effective on June 1
1998, requires that a Deepwater Operations Plan be submtted for
all deepwat er devel opnent projects (water depths greater than
304.8 neters (1,000 feet)) and for all projects utilizing subsea
production technol ogy; projects using conventional fixed-Ieg
projects are exenpted fromthis requirenent. Copies of the NTL
may be obtained fromthe MV Gulf of Mexico Regional Ofice
Public Information Unit (see paragraph (a) above).

(p) Bonding Requirenents. MVS general bonding
requi renents are found at 30 CFR 256 Subpart |. These
regul ations are further clarified in the MVS Notice to Lessees
No. 99- 04, which becane effective on March 12, 1999; copies of
the NTL nay be obtained fromthe MVS Gul f of Mexico Regional
Ofice Public Information Unit (see paragraph (a) above).

In addition, MVS Notice To Lessees No. 98-18N, Suppl enent al
Bond Procedures, becane effective on Decenber 28, 1998. This
docunent is an updated sunmary of the procedures that will be
used in assessing the financial strength of OCS | essees as they
i npl enment the requirenent to submt a supplenmental bond in
conpliance wwth 30 CFR 256. These procedures apply to all OCS
Regions. In the Gulf of Mexico Region these procedures
super sede the procedures described in the Leasing Activities
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| nf ormati on docunent dated Cctober 22, 1993, and update the
suppl emrental bond information contain in the Gulf of Mexico
Letter To Lessees of Novenber 5, 1993.

(q) Final Rule: QI Spill Financial Responsibility for
O fshore Facilities. Bidders should note that MVS has
i npl enented a final rule regarding the financial responsibility
provision of the Ol Pollution Act of 1990 (OPA). The rule
whi ch appears at 63 FR 42711 (August 11, 1998), requires those
responsi ble for offshore oil facilities to denonstrate that they
can pay for cleanup and damages caused by facility oil spills.
See al so 30 CFR 254.

Ol spill financial responsibility (OSFR) for offshore
facilities establishes requirenments on responsible parties for
denonstrating financial responsibility for cleanup and damages
caused by oil or condensate discharges fromoffshore oil and gas
exploration and production facilities and associ ated pi pelines.
The final rule, published in the regulations at 30 CFR 250 and
253, applies to the OCS, State waters seaward of the line of
ordinary I ow water along that portion of the coast that is in
direct contact with the open sea, and certain coastal inland
wat er s.

OSFR requirenments may not affect facilities which have a
wor st case oil spill discharge potential of 1,000 barrels or
| ess. The regul ation explains howto calculate this discharge.
If the facility's potential worst case spill exceeds this
anount, facilities will be required to establish and naintain
oil spill financial responsibility at a mninumlevel of $35
mllion. Prior to receiving approval for an application to
drill or for a | ease assignnent a conpany nust denonstrate
sufficient coverage for all covered offshore facilities which
have a worst case oil spill of greater than a 1000 barrels.

MVS Notice to Lessees No. 99-NO1 (“Guidelines for Ol Spill
Fi nanci al Responsibility for Covered Facilities”), issued on
January 6, 1999, and effective inmediately, provides guidelines
for inplenmenting this program

(r) Response Plans for Facilities Located Seaward of the
Coast Line. The regulations at 30 CFR 254 Subpart D inplenents
the facility response planning provision of G| Pollution Act of
1990 (OPA). The rule supersedes an interimrule in effect since
February 18, 1993, and allows one plan to be used to cover
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mul tiple offshore facilities. This allows operators to reduce
the cost of spill response conpliance w thout sacrificing
envi ronnment al protection.

(s) Mlitary Warning Areas. Mlitary Warning Areas are
established in the Flight Information Publication “Area Planning
- Special Use Airspace - North and South America” published by
the National |magery and Mappi ng Agency (N MA), 3200 South
Second Street, St. Louis, Mssouri 63118-3399; N MA reference
nunber PLANXAP1A. The nobst recent version of this docunent was
publ i shed on April 20, 2000; it is expected that it will be
reissued fromtine to tinme in the future.

The Mlitary Areas Stipulation (Stipulation No. 2 in the
docunent “Lease Stipulations for G| and Gas Lease Sale 177"
included in the Sale Notice Package) will be applied to | eases
in any new areas that nmay be established by that publication in
addition to blocks in those Warning Areas which have had the
stipulation in past sales.

Certain restrictions on flights and radi o communi cations in
the Warning Areas wll require close coordination between
| essees (and their operators and agents) and the appropriate
mlitary commander using the specific Warning Area. It is the
responsibility of |essees to establish and maintain contact and
coordination with the mlitary commander(s) in any Warning Area
in which operations or flights would be expected in the course
of occupyi ng and devel opi ng any | eases; this could include
flights through a Warning Area traveling to a | eased bl ock which
is not in a Warning Area.

Lessees shoul d establish and maintain contact and
coordination wth the appropriate mlitary conmander(s) whet her
or not thereis a mlitary stipulation in their |ease(s).

The contact for adm nistrative questions about the warning
areas is:

Federal Aviation Adm nistration

Houston Air Route Traffic Control (ARTC) Center

16600 John F. Kennedy Boul evard

Houst on, Texas 77032

Tel ephone: (281) 230-5536/5630

(t) Mnimzing Gl and Gas Structures Near the Flower
Garden Banks. Bidders are rem nded of Notice to Lessees and
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Qperators (NTL) 98-13 (which replaced NTL 85-8 of Novenber 26,
1985), “Mnimzing Ol and Gas Structures in the Gulf of

Mexi co,” dated August 10, 1998. The NITL sets forth the MV
policy with regard to the mnimzation of structures for
drilling, developnment, and production on OCS | eases. The policy
requi res that such structures including | ease-term pi pelines be
pl aced in a manner that causes mnimuminterference with other
significant uses of the OCS. Please be advised that the MVS
will strictly adhere to this policy when review ng Exploration
Pl ans and Devel opnent Operations Coordi nati on Docunents which
propose the use or installation of such structures within the
AFour-M | e Zone@l and adj acent areas surroundi ng the Fl ower Garden
Banks National Marine Sanctuary.
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