UNITED STATES DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE
GULF OF MEXICO OCS REGION
IMPERIAL OFFICE BLDG.. 3301 N. CAUSEWAY BLVD.
P. 0. BOX 7944
METAIRIE. LOUISIANA 70079

Offering Date | Map Area and Block Number
12/18/85 PEN - 823

Roantal
$14,520 sl, 240 000 00

DECEITE
Atlantic Richfield Company L

Post Office Box 2819
Dallas, Texas 75221

NERALS Ma "
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LEASE FORMS TRANSMITTED FOR EXECUTION

Purpuant to Section 8 of *he Outer Continental Shelf Lands Act (67 Stat. 462; 43 U.S.C. 1337) as amended (92
Stat. 029), and the regu - wont pertaining thereto (30 CFR 256), your bid for the above block is accepted. Ac-
cordingly, in order to pey” wur rights hereunder, the following action musr be taken:

[*] 1. Execute and return the three copic of attached lease. (I lease is executed by
an agent, evidence must be furnished of agent's suthorization,)

[X] 2. Pay the balance of bonus and the first year's rental indicated above in accord-
ance with the attached Instructions for Electronic Funds Transfer. Payment
must be received by the Federal Reserve Bank of New York no later than
noon, eastern standard time, on the 11th business day after receipt of this
decision (30 CFR 256.47). Thatdayis MAR 19 |

[[] 3. Comply with bonding requirements according to 30 CFR 256, Subpart 1.

O 4.co.mmmmuum.cuum-m requirements of 41
CFR section 60—1 .40 within 120 days of the dmunu.uotmu-.

Complisnce with requirements 1, 2, and 3 above must be msde not later than the | 1th business day after receipt
of this decision. Failure to comply will result in forfeiture of the 1/5 bonus deposit and your rights to scquire the
lease.

IMPORTANT: The leare form requires the attachment of the CORPORATE SEAL to sll leases executed by
corporations.

(Crig. Sgd.) J. K. Adams
Acting Regional Director
Dt p 130
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Form MMS-2005 Office
(:u:-t 1382) Serial number
(formerly Form 3300-1) Metairie, LA 0OCs-G 8302
UNITED STATES Cash bonus Rental rate
DEPARTMENT OF ThE INTERIOR 61, 660, 06658 hectare or fraction thereof
MINERALS MANAGEMENT SERVICE e i $3.00 per acre
Minimum royaity rate Royalty rate
OIL AND GAS LEASE OF SUBMERGED LANDS acre, hectare or fraction
UNDER THE OUTER CONTINENTAL SHELF LANDS ACT | "*°§3.00 per acrq 16 2/3 percent
Thia form does not constitule an information collection as defined by 44 USC. ssoe | WOTk commitment Profit share rate
and (Aergfore does nol require approval by '*¢ Office of Management and Budget.
APR I 1930
fl‘hi’l-ue_lnﬁxtinuol fi (hereinafter called tne “Effective Date™ and shall continue for an
lmullzo':ndof _— e years (hereinafter called the “Initial Period™) by and between the United States of America (hereinafter
““"’l, Lessor", N i e Res’log&elluglrector. Gulf of Mexico OCS Region
Atlantic Richfield Company 100%

consideration of the

(herdmnanlhdlhe'm').Ineomidrr.zinnnfmymhp-ynwn\rnnuﬂonnud:byd\elmnme?wudh r 5
, 4, an

promises, terms, conditions, and covenants contained herein, including the Stipulatiun(s) numbered 1, 2,
attached hereto, the Lessee and Lessor agree as follows:

Sec. 1. Statutes and Regulations. This lease is issued pursuant to the Outer Conuinental Shelf Lands Act of August 7, 1963,
67 Stat. 462; 43 U. 8.C. 1331 et seq., as amenced (92 Stat. 629), (hereinafter called the “Act”). The lease is issued subject to the Act; all regulations
issued pursuant to the statute and in existencs: upon the Effective Date of this lease; all regulations issued pursuant to the statute in the future which
provide for the prevention of waste and the conservation of the natural resources of the Outer Continental Sheif, and the protection of correlative
rights therein; and all other applicable statutes and regulations.

Sec. 2. Rights of Lessee. The lessor hereby grants and leases to the Lessee the exciusive right and privilege to drill for, de-
velop, and produce oil and yas resources, except helium gas, in the submerged lands of the Quter Continental Shelf containing approximately
4839.830 acres or hectares (hereinafter referred to as the “|leased area”), described as follows:

That portion of Block 823, Pensacola, OCS Official Protraction Diagram NH 16-5,
included within the area described us follows:

INTERSECTIONS ARC CENTERS
X Y X Y
1 1 869 170,00' 10 961 277.40' 1-2 1 B87 225,54' 11 012 878,09’
2 1 870 974.49' 10 960 663.68" *2-3 1 887 225.54' 11 012 878.09'
3 1 874 734.58' 10 959 493.40' *3-4 1 891 135.97' 11 011 667.02
4 1 882 837.58' 10 956 920.24' *4-5 1 900 520.29' 11 008 680,97
5 1 884 960.00' 10 956 143.33'
6 1 884 960.00° 10 945 440.00°
7 1 869 120.00' 10 945 440.90'
8 1 869 120.00' 10 961 277.40'
*TANGENT SEGMENT P\
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These rights include:

(a) the nonexclusive nght to conduct within the leased area
geological and geophysical explorations in accordance with applizable
regulations;

(b) the nonexclusive right to drill water wells within the leased area,
unless the water is part of gropressured-geothermal and associated
resources, and o use the water produced therefrom for operations
pursuant to the Act free of cost, on the condition that the drilling 1s
conducted in accordance with procedures approved by the Director of
the Minerals Management Service or the Directur's delegate
(hereinafter called the “Director”): and

(¢) the right to construct or erect and to mantain within the leased
area artificiai islands, installations, and other devices | ~rmanently or
temporarily attached to the seabed and other works and structures
necessary to the full enjoyment of the lease, subject to compliance with
applicable laws and regulations.

Sec. 3. Term. This lease shali continue from the Effective Date of
the lease for the [nitial Period and so long thereafter as oil or gas 1s
produced from the leased area in paying quantities, or dr''ing or well
reworking operations, as approved by the Lessor, are conducted
thereon

Sec. 4. Rentals. The Lessee shall pay the Lessor, - or before the first
day of each lease year which commences prior to a discovery in paying
quanuties of oil or gas on the leased area. a rental as shown on the face
hereof

Rec 5. Minimum Royalty. The Lessee shall pay the Lessor at the
expiration of each lease year which commences after a discovery of oil
and (ras in paying quantities, a minimum royalty as shown on the face
hereof or, if there is production, the difference between the actual
royalty required to be pad with respect to such lease year and the
prescribed minimum royalty. if the actual royalty paud is less than the
minimam royalty

Sec. 6. Royalty on Production. (a) The Lessee shall pay a fixed roy
aity as shown on the face hereof in amount or value of production sav
ed, removed, or sold from the leased area. Gas of all kinds (except
helium) 1s subject to royalty. The Lessor shall determine whether pro-
duction royalty shall be paid in asnount or value

{b) The value of production for purposes of computing royalty on pro-
duction from this lease shall never be less than the fair market value of
the production. The vaiue of production shali be the estimated
reasonable value of the production as determined by the Lessor. due
consideration being given to the highest price pad for a part or for a
majority of production of like quality i the same field or area, to the
price received by the Lessee, to posted prices, o regulated prices, and
to other relevant matters. Except when the Lessor, in its discretion,
determines not to consider special pricing relief from otherwise ap-
phicable Federal regulatory rquirements, the value of production for
the purposes of computing royalty shali not be deeme-!  be less than
the gross proceeds accruing to the Lessee from the sale nereof In the
absence of good reasun to the contrary, value computed on the basis of
the highest price pad or offered at the time of production in a fair and

open market for the major portion of likequality products produced
and sold from the field or area where 1! - eased area is situated, will be
considered to be a reasonable value.

(c) When paid in value, royalties on produstion shall be due and
payable monthly on the last day of the month next following the month
in which the production is obtained, unless the Lessor designates a
later ime. When paud 1n amount, such royalties shall be delivered at
pipeline connections or in tanks provided by the Lessee. Such
deliveries shall be made at reasonable times and intervals and, at the
Le3sor’s option, shall be effected either (i) on or immediately adjacent
to the leased area, without cost to the Lessor, or (ii) at a more conven-
ient point closer to shore or on shore, in which event the Lessee shall
be entitled to reimbursement for the reasonabie cost of transporting
the royalty substance to such delivery point. The Lessee stall not be
required to provide storage for royalty paid in amount in excess of
tarkage required when royalty is paid in value. When royaltics are
paid in amount. the Lessee shall not be heid liable for the loss or
destruction of royalty oil or other liquid products in storage frcm
causes ver which the Lessee has no control.

Sec. 7. Payments. The Lessec shall make all payments to the Lessor
by check, bank draft, or money order unless otherwise provided by
regulations or by direction of the Lessor. Rentala, royalties, and any
other payments required by this lease shall be made payuble to the
Minerals Management Service nd tendered Lo the Director.

Sec. 8. Bonds. The Lessee shall maintain at all times the bond(s)
required by regulation prior Lo the issuance of the lease and shall fur
nish such additional security as may be required by the Lessor if, after
aperations have begun, the Lessor deems sich additional securitv to be
necesary

Sec. 9. Plans. The Lessee shall conduct all operations on the leased

area in accordance with approved expioration plans, and approved
develop-nent and production pians as are required by regulations. The
Lessee may depart from an approved plan only as provided by ap-
plicable regulations

Sec 10. Performance The Lessee shall comply with all regulations
and orders relating to exploration, development, and nroduction. After
due notice in wnting, the Lessee shall drll such wells and produce at
such rates as the Lessor may require in «rder that the ieased area or
any part thereof may be properly and imely developed and produced
in accordance with sound operating principles

Sec. 11. Directional Drilling. A directional well drilled under the
leased area from a surface location on nearby land not covered by this
lease shall be deemed to have the same effect for all purposes of the
lease as a well drilled from a surface jocation on the leased area. In
those circumstances, drilling shall be considered to have been com-
menced on the leased area when drilling is commenced on the nearby
land for the nurpose of directionally drilling under the leased area, and
production of oil or gas from the leased area through any directional
well surfaced on near .y land or drilling or reworking of any such direc-
tional well shall be considered production or dnilling or reworking
operations on the leased area for all purposes of the lease. Nothing con
tunec - this Section shall be construed as granting to the Lessee any
nterest, license. easement. or other nght in any nearby land




Sec. 12. Safety Requirements. The Lessee shall (a) maintain all places
of empioyment within the leased area in compliance with occupational
safety and health standards and, in addition, free from recognized
hazards to employees of the Lessee or of any contractor or sub
contractor operating within the leased area,

(b) maintain all operations within the leased area in compliance with
regulations intended to protect persons, property, and the environ
ment op the Outer Continental Shelf; and

(¢) allow prompt access, at the site of any «j=ration subject to safety
regulations, to any authorized Federal inspector and shall provide any
documents and records which are pertinent t. (ccupational ur public
health, safety. or environmental protection a: may be requested

Sec. 13. Euspension and Cancellatior (a) The Lessor may suspend or
cancel this lease pursuant to Section 5 of the Act and eompensation
shall be paid when provided by the Act

(b) The Lessor may, upen recommendation of the Secretary of
Defense, during a state of war or national emergency declared by Con
gress or the President of the United States, suspend operations under
the lease, as provided in Section 12(c) of the Act. and just compenss
tion shall be paid to the Lessee for such suspension

Sec. 14. Indemnification. The Lessee shall indemnify the Lessor for,
and hold 1t harmless from, any clam, including claims for loss or
damage to property or injury to persons caused by or resulting from
any operation on the leased area conducted by or on behalf of the
Lessee. However, the Lessee shall not be held responsible to the
Lessor under this section for any loss, damage, or injury caused by or
resulting from

(a) neghgence of the Lessor other than the commussion or omission f
a discretionary functon or duty on the part of a Federal ager
whether or not the discreuon involved is abused; or

(b) the Lessee’s compliance with an order or directive of the Lessor
against which an administrative appeal by the Lessee 1s filed before
the cause of action for the clam anses and 1s pursued diligently
thereafter

Sec. 15, Disposition of Production (a1 A provided in Section 27(ax)
of the Act, the Lessor shall have the nght to purchase not mare thar
16-2/3 percent by volume of the oil and gas produced pursuant to the
lease at the regulated price, or if no regulated price applies, at the (ar
market vaiue at the wellhead of the ol and gas saved, remaoved, or soid,
except that any oil or gas obtaned by the Lessor as royalty or net pro
fit share shall be credited against the amount that may be purchased
under this subsection

(b) As provided 11 ~ection 271d) of the Act, the Lessee shall take any
Federal oil or gas | which no acceptable bids are received, as deter
mined by the Lessor. and which is not transf 1 to a Federal agenc,
pursuant to Section 27(a)3d) of the Act, and .1.all pay Lo the Lessor a
cash amount equal to the regulated price. or if no regulated prce ap
phes, the fair market value of the ol or gas so obtained

(c) As provided in Section AbKT) of the Act, the Lessee shall offer 29
percent of the crude oil, condensate. and natural gas liquids produced
on the lease, at the market value and poirt of delivery as provided Ly
regulations applicable to Federal royalty oul, to small or independert
refliners as defined in the Emergency Petroleum Allocation Act of
1973

(d) In time of war, or when the President of the U nited States sha'i
s0 prescribe, the Lessor shall have the nght of first refusal to purrnase
at the market price all or any portion of the oil or gas produced rom
the leased area. as pro.ided in Section 12(b) of the Act

Sec. 16. Unitization, Pooling, and Drilling Agreements Within
such time as the Lessor may prescribe, the Lessee shall subscribe
and operate under a unit. poviing, or dnlling agreement embracing all
or part of the lands subject to this lease as the Lessor may determine to
be apprupniate or necessary Where any provision of & unit, pooling, or
drilling agreement, approved by the Lecaor, 18 inconsistent with a pro
vigion of this lease, the provision of the agreement shall govern

Sec. 17. Equal Opportunity Clause. During 'he performance of this
lease., the Lessee shall fully comply with paragraphs (1) through (7) of
Section 202 of Exccutive Order 11246, as amended (reprinted in =1
CFR 60 - 1 4a)). an the implementing regulations, which are for the
purpose of preventng employment disenmination against persons on
the basis of race, color. relignon, sex, or national origin. Paragraphs (1)
through (7) of Section 202 of Executive Order 11246, as amended, are
I!Il’l)l’"llf‘l!’d in this lease by rt-f’l'ol"l(‘i'
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lease or any officially designated subdivision of the leased area by fil-
ing with the appropriate field office of the Minerals Management Ser-
vice a written relinquishment, in triplicate, which shall be effective as
of the date of filing. No surrender of this lease or of any portion of the
leased area shall relieve the Lessee or its surety of the obligation to
pay all scerued rentals, royalties, and other fin.neial obligations or to
abandon ail wells on the arsa w be surrendered in & manner satisfac-
tory to the Director

Sec. 22. Removal of Property on Termination of Lease. Within a
period of one year after termination of this lease in whole or in part,
the Lessee shall remove all devices, works, and structures from the
premises no longer subject o the lease in accordance with appl:-hle
regulations and orders of the Director. However, the Lesses h
the appro. al-of the Director, continue to maintain devices, s, and
structrires on the leased area for drilling or producing on other leases

Sec. 23. Remedies in Case of Default. (a) Whenever the Lessee fuls

to comply mdm any of the provisions of the Act, the regulations issued
pursuant ‘. the Act, or the terms of this loase, the lease shall be subject

(Lessee)

to llation in rdance with the nrovisions of Section 6(c) and ()
of the Act and the Lessor may exercise any other remedies which the
Lessor may have, including the penalty provisions of Section 24 of the
Act. Furthermore, pursuant to Section 8(0) of the Act, the Lessor may
cancel the lease if it is chtained by fraud or

(b) Noneniorcement by the Lessor of a remedy for any particular
violation of the provisions of the Act, the regulations issued pursusnt
to the Act, or the terms of this lease shall not prevent the cancellation
of this lease or the exercise of any other remadies under paragraph (a)
of this section for any other violation or for the same violation oceur-
ring at any other time.

Sec. 24. Unlawful Intere... No member of, or Delegate to, Ccngress,
or Resident Commissioner, after election or appointment, or either
before or after they have qualified, and during their continuance in of-
fice, and no officer, agent, or empioyee of the Department of the In-
terior, except as provided in 43 CFR Part 7, shali be admitted to any
share or part in this lease or derive ary benefit that may arise
terefrom. The provisions of Section 3741 of the Revised Statutes, as
amended, 41 U.S5.C. 22, and the Act of June 25, 1948, 62 Stat. 702, as
amended. 18 U.S5.C. 431 - 433, relating to contracts made or entered
into, or accepted by or on behalf of the United States. form a part of
this lease insofar as they may be applicable

TiiE UNITED STATES OF AMERICA, Lessor

(Signature of Authorizoed Officer)

Fiwumr- of Authorized Officer)

(Name of Signatory)

(Name of Signatory)
Regional Director

Gulf of Mexico OCS Region
Minerals Management Service

(Address of Lesses)

(Title)

T T l[—;l[)'l
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UNITED STATES
DEPARTMENT OF TME INTERIOR
MINERALS MANAGEMERT SERVICE

Outer Contimental Shelf, Eastern Gulf of Mexico
011 and Cas Lease Sale 94

ocs-G 8302

Stipulation Nc. |--Protection of Archaeological Resources.

(a) “Archatological resource” mesns any prehistoric or historic district,
site, building, structure, or object (including shipwrecks); such term includes
artifacts, records, and remains which are re)<ted to such a district, site,
building, structure, or object. (Sectiom 301(5), National Ei-eoric
Preservation Act, es smenced, 16 U.5.C. 470w(5)). "Operations" means sny
drilling, mining, or comstruction or placemcnt of any structure for
exploration, development, or production of the lease.

(b) 1f the Regional Director (RD) believes sn archaeclogical rescurce may
exist in the lesse area, the RD will notify the lessee in writing. The lessee
shall then comply with subparagraphs (1) through (3).

(1) Prior to commencing any operations, the lessee shall pre-
pare a report, as specified by the RD, to determine tae
potential existence of any archsevlogicel resource that may
be affected by operstions. The report, prepared by sn
archaeclogist and @ geophysicist, shall be based on an
aspessment of data frum remote-sensing surveys end of other
pertinent archaeclogical and environmental information.
The lessee shall submit this report to the RD for review.

1f the evidence suggests tha an archaeclogical resource
nay be present, the lessee sha!l either:

(1) Locate the site o! any operation so as not to
»iversely affect the area vhere the
archaeclogical resource may be; or

Establish to the satisfaction of the RD that an
srchaeologicial resource does not exist or will
not be adversely affected by operations. This
shall be done by further archaeclogical
investigation conducted by an archasologist and a
geophysicist, using survey equipment and
techniq d d ary by the RD. A report
on the investigation shall be submitted to the RD
for review,

If the RD determines that an archaeological resource is
likely to be present in the lease ares and may be adversely
affected by operations, the RD will notifv the lessee imme-
diately. The lessee shall take no action that may
adversely ./fect the archseological rescurce until the RD
has told the lessee how to protect it.

(c) 1f the lessee discovers any archaeclogical resource while conducting
operations in the lease area, the lessee shall report the discovery immediately
to the RD. The lessee shall make every reasonable effort to preserve the
archaeological resource until the RD has told the lessee how to protect it.

Stipulstion No. 2--Live ' tom Areas.

For activities conducted under Plans of Exploration, the provisions of this
stipulation shall spply only in water depths of 00 meters or less. For
activities conducted under Development and Production Plans, the provisions of
this stipulatiou shall apply in water depths of 200 meters or less.

P
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Prior t. auy drilling activity or the constructiom or placesent of any
structure for exploration or development on this lease including, but not
limited to, well drilling end pipeline end platform placement, the lessee will
submit to the Regional Director (RD) a bathymetry map prepared utilizing remote
rensing and/or other survey techniques. This map will include interpretations
for the presence of livo bottom aress witaic a minimum of 1,020 meters radius
of s proposed cxploration or production sccivity site.

For the purpose of this stipulation, "live bottom areas” are defined as
seagrass communities; or those arras vhich contain biological sssemblages
consisting of such sessile invertebrates as sea fens, sea vhips, hydroids,
sngmones, ascidians, sponges, bryozoans, or corsls living upon and attached to
naturally occurring hard or rocky formatioms with rough, brokeam, or smooth
topography; or areas whcse lithotops favors the accumulation of turtles,
fishes, and other fauns.

The lesse« will also submit to the RD photodocumentation of the sea bottom
within 1,820 meters of the proposed exploration drilling sites or proposed
platfors locations.

If 2t is determined that live bottom areas might ba adversely impacted by the
proposed activity, then the RD will require the lessee to .ndertake any measure
deemed economically, e+ ronmentslly, and technically feasible to protect live
bottom arers. These meassures may include, but cre not limited to, the

fol owing:

(a) the relocation of operations to avoid live bottom areas;

(k) the shunting of all drilling fluids and cuttings in such
& manner as to avoid live bottom areds;

(c) the transportation of drilling fluids and cuttings to
approved disposal sites; and

che monitoring of live bottom areas to assess the adequacy
of any mitigation seasures taken and the impact of lessee
initiated activities.

Stipulation No. J-—Military Warning Areas,

Warning Area W-151
(Eglin AFB and Naval Coastal Systems Center)

{(a) Hold Harmless

Whether compensation for such damage or injury might be due under a theory of
strict or absolute liability or othervise, the lessee assumes all risks of
damage or injury to persons or property vhich occur im, on, or above the Outer
Continental Shelf (OCS), to any persons or t> any property of amy persom or
persons who are agents, employees, or invitees of tha lessee, his agents,
independent contractors, or subcontractors doing business with the lessee in
connection with any activities being performed by the lessee in, on, or above
the OCS, if such in‘urvy or damage to such person or property occurs by reason
of the activities o' :ny agency of! the U.S5. Government, its contractors or
subcontractors, or any of their officers, agents, or employees, being conducted
as a part of, or in connection with, the programs and activities of the
Commander, Naval Coastal System Canter, Code 30, Panama City, Florida, and the
Commander, Armament Division, Eglin AFB, Florida.

Notwithstending any limitacion of the "essee's liability in Section 14 of the
lease, the lessee assumes this risk vhether such in‘ury or damage is caused in
vhole or in part by amy act or omissica, regardless of negligence or faule,
of the United States, its contractors or subcontrac:crs, or any of its
officers, agents, or empioyees. The lessee further agrees to indesmnify and
save harmless the United States again:: all claims for loss, damage, or injury
sustained by the lessee and to indemni’y sod save harmless the United States
against all claims for loss, dasage, ur fujury sustained by the agents,
emplojees, or invitees of the lessee, his agents, or any independert
contractors or subcontractors doins business with the lessee in connection with
the programs and activities of the above command. wvhether the sar: be caused in
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whole or in part by the negligence or fasult of the United States, its
contractors or subcontractois, or amy of its officers, agents, or employees and
whether such claims might be sustained under a theory of strict or absolute
liability or otherwise.

(b) Electromagnetic Zmissions

lessee agrees to control his own electromagnetic emissions and those of his
agents, employees, invitees, independent comtractors, or subcontractors,
emanating from individual designated Department of Defense (DOD) werning areas
in accordance with requirements specified by the commanders of the command
headquarters listed above to the degree necessary to prevent damage to, or
unacceptable interference with DOD flight, testing, or operationsl activities,
conducted vithin individual designated warning areas. Necessary monitoring
control and coordinstion wirh the lessee, his agents, employees, invitees,
independent contractors or subcontractors will be effected by the comaander of
the appropriate onshore military installation conducting operations in the
particular wvarning area; provided, however, that contrel of such
electromagnetic emissions shall in no instance prohibit all manner of
eluctromagnetic communication during any period of time between a lessee, his
aget:s, employees, invitees, independent contractors, or subcontractors, and
onsiore facilities.

(c) Operational Controls

The lessee, vhen operating or causing to be operated on his behalf boat or air-
craft traffic in the individual designated varning area, shall enter into an
agreement with the commander of the individual commsnd hesdquarters listed
above, on utilizing an individual desf. .':. ' varning area prior to commencing
such traffic. Such an agreement wil. ;: + for positive control of boats and
aircraft operating in the warning sres - times.

(d) Evacuation

When the activities of the Armament Development and Test Center at Eglin Air
Forca Base, Florida, may endanger personnel or property, the lessee agrees,
upon receipt of a directive from the Regional Director (RD), to evacuate all
personnel {rom all structures on the lesase and to shut-in and secure all wells
and equipment, including pipelines on the lease, within 48 hours or within such
other period of time as may be specified by the directive. Such directive
shall not require evaciation of personnel and shutting-in and securing of
equipment for a period of time greater than 72 hours; howvever, such a period of
time may be extended by a subsequent directive frowm the RD. Equipment and
structu.es ray remain in place on the lease during such time as the directive
remains in offect.

Stipulation No. 4--Transportation.

(a) Pipelines wiil be required: (1) if pipeline rights-of-way can be
deterrined and obtained; (2) 1f laying of such pipelines is technologically
feasible and environmentally preferable; and (3) if, in the opinion of the
lessor, pipelines can be laid without ret social loss, taking into account any
incrementel costs of pipelines over alternative methods of transportation and
any incremental benefits in the form of increased environmental protection or
reduced multiple usa conflicts, The lessor specifically reserves the right to
require that any pipeline used for transporting production to shore be placed
in certain designateJd management areas. In selecting the means of
trenspcrtation, consideration will be given to any recommendstions of the
Regional Technical W ng Group for assessment and management of
transportation of of.. .re oil and gas with the participation of Federal,
State, and local governments and industry. All pipelines, including both flow
lines and gathering lines for oil and gas, shall be designed and constructed to
provide for sdequate protection from vater currents, storm scouring, and other
hazards as determined on & cass+ by-caze basis.

(b) VFollowing the development of sufficient pipeline capacity, no crude ofl
will be transported by surface vessels from offshore production sites except in
the case of emergency. Determination as to emergency conditions and
appropriate responses to these conditionms will be made by the Regional
Director.
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(¢) Where the three criteria set forth in the first sentence of this stipula-
tion are not met and surface transportstion must be employed, all vessels used
for carrying hydrocarbons from the leased area will conform with all standards
established for such vessels, pursuant to the Ports and Waterways Safety Act
(33 U.5.C. 1221 et seq.).

Stipulation No. S--Restriction on Exploration Activities

The placement, location, and planned periods of operation of surface structures
on this lease during the exploration stage are subject to approval by the
Region.l Director (RD) after the review of an operator's Plan of Exploration
(POE). Priur to approval of the POE, the RD shall consult with the Commander,
Armament Divigion. Eglin Air Force Base, Florida, and the Commanding Officer,
Naval Coastal Systems Center, Panama City, Florida, in order to determine the
POE's compatibility with scheduled military operations. The POE will serve as
the {ritrument for promoting a predictable and orderly distribucion of surface
structures, determining the location and density of such structures, and
maximizing exploration while minimizing conflicts with Department of Defense
activitier. A POE will be disapproved in accordance with 30 CFR 250.34~1(e)
(2)(144) 1f it is determined that the proposed operations will result in
interference with scheduled military missions in such & manner as t> possibly
jecpardize the national defense or tc pose unacceptable risks to life and
property. Moreover, if there is a serious rhreat of harm or damage to life or
property, or {f it is in the interest of natiomal security or defense, approved
operations may be suspended in accordance with 30 CFR 25C.12(a)(!)(i1) and
(111). The term of the lease will be extended to cover the period of such
suspension or prohiiLitiomn. It is recognized that the issuance of a lease
conveys the right to the lessee as provided in Section B(b)(4) of the OCS Lands
Act to engage in exploration, development, and production activities
conditioned upon other statutcry and regulatoty requirements.
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UNITED STATES DEPARTMENT OF \WTERIOR
MINERALS MANAGEMENT SERVICE

wicwo. s SUPPLEMENTAL OFFICIAL ., Pensecol
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Block 823, Pensacola 0CS- 8302

That portion of Block 823, Pensacola, 0CS Official Protraction Diagram NH 16-5, included
within the area described as follows:
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date this susp. .sion o* operations tercinet.es., The amwtnt of i 200o 0 »
be computed and you wil) be notified thereuf, The ascunt due 3t ', ¢  Jald
withia 30 cays after receipt of such notice. The anniversaiy “u.. v this
lease will not change oecause of this lease s.spension or the renta) rel ir¢
resulting therefrou.

If you have any questions concerning thesc .aymer : ‘ccedures, please
contact Ms. Liane L. Dater, the Chief of tL. Re'. « Data Branch, Minerals
Managenent Servicc, Lakewoor, Colorado, at (3030 .ai-"the,

Sincerely.

J. Rogers Pe rcy
Regional Lirectrr

bce: Royalty Management Program (FAP <DB) (MS 652)
Lease 0CS-G 3302 (OPS-3-2)
PRO 9 (DPS-3-2)
ORD Reading File
FOQ=7-2
LE=3-1
0P3-3

HGKeda, 2:(PL-3-1):mal:Disk-11, #13
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In Reply Refer To: FD-3-1

Atlantic Richfield Company F4Y 1 ¢ 1990
Attention: Mr. Mark Landt

Post Office Box 1346 VRALS MARAGENENT SERVIOE
Houston, Texas 77251 NEW OREEARS DISTRICT

Guk of Mexico w NS Rag & N1 A
Gentlemen:

On December 20, 1984, a letter was forwarded to ;n as notification, pursuant
to Stipulation No. 5, that Applications for Permi* "o Drill to implement
apg.oved Plans of Exploration within a specific arilling window for a
specific time period would be utilized as the means of approving the timing
of placement aid locaticn of surface structures associatei witn exploratory
drilling on affected leases and for maximizing e¢fficient exploration and
minimizing conflicts to Department of Defense activities.

On February 4, 1985, a Notice to Lessees and Operators, No. 85-2, “Effect

of Drilling 'Window' Approvals.® notified applicable Tessees of the effect

of tixing these drilling windows. [t states in part that pursuant to

30 CFR 250.12(a) (3) (currently 30 CFR 250.10(b)(3)), a suspension of operatiuns
wi'l be directed and will be in effect for all leases in the E:r*ern Gulf of
Merico which were issued pursuant to the Decemoer 18, 1985, lca - offer:r that.
contain Stipulation No. 5 and which are nut located within an app aved «rilling
window. Similar suspensions will iikewise be directed Ly separate 'etiers

for all such leases affected by future drilling window openings and shall

be effective as of the date of the openings of the driiling windows.

WPensacola Block 823. was not included ‘n tne tenth drilling

window as outlined in our April 26, 1990, letter. We hereby direct a suspension
of operatjons for Lease OLS5-G 8302, to commence May 1, 1990, and termihale, "
'ursuart to 30 CFR 250.10(,7, when 3_grt11 ng window in which this Tease 1s
ncluded is opened. Pursuant to 30 CFR 250.10TF),tNé Téru OF TNT5 Teasée will
pe extended for a period of time eguivaient to the periud that this suspension
of operations is in effect.

In accordance with the procedures for collection of rentals and royalties
due the Federal Government, the fullw:ing should ve noted:

1. Pursuant to and consistent with the purpose of 30 CFR 218.1%4(a).
no payment of rental or wininum royalty shali Le required for or during the
period of suspension.

2. Pursuant to 30 CFR 218.154(c), rental payment is not required in
arlvance of any lease anniversary date falling witiiin this period of suspension
ot operations, dJowever, prorated rentai will Le aue and payable as of the
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