Offering Date
12/18/85 PEN - 837

Rental mam
DECISION $8,484.00 | 363,200,

Union Exploration Partners, Ltd.
900 Executive Plaza West

4635 Southwest Freeway
Houston, Texas 77027

LEASE FORMS TRANSMITTED FOR EXECUTION

Pursusnt to Ssction 8 of the Quter Continental Shelf Lands Act (67 Stat. 462; 43 U.S.C. 1337) as amended (92
Stat. 629), and the rogulations pertaining thereto (30 CFR 256), your bid for the above block is sccepted. Ao~
cordingl~ . : order tc perfect your rights hereunder, the following action musr be taken:

L 1. Execute and return the three copies of attached lease. (If lease is executed by
- an agent, evidence must be furnished of agent s authorization.)

[X] 2. Pay the balance of bonus and the first year's renta! indicated sbove & accord-
ance with the attached Instructions for Flectronic Funds Transfer. Payment
must bo received by the Federal Reserve Bank of New York mo later than
noon, castern standard time, on the 11th bulim- dlylﬂuwdt&
decision (30 CFR 256.47). That dayis (;»

Conply with bonding requirements uccording to 30 CFR 256, Subpart 1.

[J 4 cComply with the affirmative sction compliance program requireronts of 41
CFR section 60— 1.40 within |20 days of the effective date of the lease,

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

IMPORTANT: The lease form requires the attcchment of the CORPORATE SEAL to all leases executed by
corporations.

Regional Director

Date

F\B l_E C,DPY

TCAD




Form MMS-2006 Office
(A::h 1962) 3erial number
(formerly Form 3300-1) Metairie, LA OCS-G 8303
UNITED STATES Cash bonus Rental
DEPARTMENT OF THE INTERIOR Rashios e Sniiics Shabiie
MINERAL S MANAGEMENT SERVICE  $484,000.00 $3.00 per acre
Muyﬂty Royalty
OIL AND GAS LEASE OF SUBMERGED LANDS acve, hostars or acion. -
UNDER THE OUTER CONTINENTAL SHELF LANDS ACT | '2*™%3.00 per acrq 16 2/3 percent
This form does not constitule an information colioction as defined by 4 US.C. ss0e | WOTK commitment | Profit share rate
anw-hﬂmwuﬂcmﬂlmdm

This lease is effec: e asof FEB 1 1986 (horeinafter _alled the “Effective Date") and shall continue for an
huunl';:ndnl i five yeurs (hereinafter called the “Initial Period") by and between the United Stutes of Americs (hereinafter
called the “Lessor”), : o Re 3na.ll.31rector. Gulf of Mexico OCS Regicn

Union Exploration Partners, Ltd. 100%

(hereinafter called the “Lessee”). In consideration of any cash payment heretofore made by the Lessee to the Lessor and in consideration of the
promises, terms, conditions, and covenants contained herein, including the Stipulation(s) numbered 1, 2, 3, and 4
attached hereto, the Lessee and Lessor agree as follows:

Sec. 1. Statutes and Reguistions. This lease is issued pursuant to the Outer Continental Shelf Lands Act of August 7, 1968,
67 Stat. 462; 43 U. 5.C. 1331 et seq., as ameied (92 Stat. 629), (hereinafter called the “Act”). The lease is issued subject to the Act; all regulations
issued pursuant to the statute and in existence 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 Shelf, and the protection of correlative
rights therein; and all other applicable statutes and regulations.

Se:z. 2. Rights of Lessee. The Lessor hereby grants and leases to the Lessee the exclusive right and privilege to drill for, de-
velop, and produce oil and gas resources, except helium gas, in the submerged lands of the Outer Continental Shelf approximately
2,828.000 acresor hectares (hereinafter referred to as the “leased area”), described as follows:

That portion of Block 837, Pensacola, landward of the line established pursuant to
Section 8(g) of the OCS Lands Act as amended, specifically described as follows:

INTERSECTIONS ARC CENTERS
X Y X Y

1 1 393 920.00" 10 936 155.07 1-2 1 387 286.87' 10 972 003.18'
2 1 3%6 110,16' 10 936 630,38 2-3 1 390 404.80' 10 972 637.80'
3 1 396 124.86' 20 936 632.72 3-4 1 392 116.60' 10 972 B6R,32'
4 1 399 582.08" 10 937 184.27' 4-5 1 393 065.05' 10 973 053.66'
5 1 460 350.31" 10 937 332.3%’ *5-6 1 393 065.05' 10 973 053.66'
6 1 400 877.26' 10 937 439.85' 6-7 1 393 592.00' 10 973 161.13'
7 1 4C1 700,05 10 37 617.57' 7-8 1 395 664.54 10 973 571,12
] 1 405 154.09° 10 .8 371.21" *8-9 1 399 089.91' 10 974 325,59
9 1 405 357.4%' 10 938 401.86' 9-10 1 399 923.88' 10 974 451.29'
10 1 407 055.47' 10 938 699.01' 16-11 1 401 398,95’ 10 974 7T14.13%
11 1 40% 049.59' 10 938 869.27' 11-12 1 402 742.19' 10 974 937.49'
12 1 409 198,29 10 939 057.08° *12-13 1 402 742,19 10 974 977.49'
13 1 409 760.00' 10 939 158.1%

14 1 409 760,00’ i0 945 440.00'

15 1 393 920,00 10 945 440.00'

16 1 393 920.00' 10 936 155.07' o W) ’\RLE COPY
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These righus include:

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

(b) the nonexclusive right to drill water wells within the leased area,
unless the water is part of geopressured-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 is
conducted in accordance with procedures approved by the Director of
the Minerals Management Service or the Director's delegate
(hereinafter called tte "Director™); and

(c) the righ: to construct or erect and to maintain within the leased
area aruficial islands, installauons, and other devices permanently or
temporarily attached tu the seabed and other works and structures
necessary to the full enjoyment of the lease, s:ubject to compliance with
applicable laws and regulations.

Sec. 3. Term. This lease shall continue from the Effective Date of
the lease for the Initial Period and so long thereafter as il or zas is
produced from the lcased area in paying quantiues, or dniling or well
reworking operations, as approved by *he Lessor, are conducted
thereon.

Sec. 4. Rentals. Thie Lessee shall pay the Lessor, on or before the first
day of each lease year which enm=nces prior to a discovery in paying
quantities of il or gas on the leased area, a  vntal as shown on the face
hereof.

Sec. 5. Minimum Royalty. The Lessee shall pay the Lessor at the
expiration ol each lease year which commences after a discovery of vil
and gas in paying quantities, a minimum royalty as showr on e face
hereof or, if there is production, the difference between the actual
royalty required to be paid with respect to such lease year and the
prescribed minimum royalty, if the actual royalty paid is less than the
minimum royalty.

Sec. 6. Royalty on Production. (a) The Lessee shall pay a fixed roy-
alty 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) is subject to royalty. The Lessor shall determine whether pro-
duction royalty shall be paid in amount or value.

(b) The value of production for purposes of computing royalty on pro-
duction from this lrase shali never be less than the fair market value of
the production. The value of production shall be the estimated
reasonable value of the production as determined by the Lessor, due
consideration being given to the highest price paid for a part or for a
majority of prodaction of like quality in the same field or area, to the
price received by the Lessee, to posted prices, to regulated prices, and
to other relevant matters. Except when the Lessor, in its discretion,
determines not Lo consider special pricing relief from otherwise ap-
plicable Federal regulatory requirements, the value of production for
the purpuses of computing royaity shall not be deemed to be less than
the gross proceeds accruing to the Les- . from the sale thereof. In the
absence of good reason to the contrary - alue computed on the basis of
the highest price paid or offered at the tme of production in a fa: and

open market for the major portion of like-quality products
and sold from the field or area where the leased ares is situated,
considered to be a ressonable vaiuve.

(c) When paid in value, royaltier on production shall be due
payable monthly on the last day of the month next f the month
in which the production is obtained, unless the Lessor designates
later time. When paid in amount, such royalties shall be delivered at
pipehne connectione or in tanks provided by the Lessec. Buch
deliveries shall be made st reasonable times and intervals and, at the
Lessor’s option, shall be effected either (i) on or § adjacent
to the leased area, without cost to the Lessor, or (ii) at & more conven-
ient print closer to shore or on shore, in which event the Lesace shall
be entitled to reimbursement for the reasonable cost of
the royalty substance to such delivery point. The Lessee shall not be
required to provide storage for royalty pus:i in amount in excess of
tankage required when royalty is paid in value. When are
paid in amount, the Lessee shall not be held liable for the loss or

destruction of royalty ou or other liquid products in storage fin
causes over which the Lessee has no control.

Sec. 7. Payments. The Lessee shall make all payments to the ., wsuc
by check, bank draft, cr money urder uniess otherwis= provided by
regulations or by direction of the Lessor. Rentals, royuiti- and any
other payments required by this lease shall be made payuvie to the
Minerals Management Service and tendercd to the Director.

Sec. 8. Bonds. The Lessee shall maintain at ail times the bond(s)
required by regulation prior to the issuance of the lease and shall fur-
nish such additional security as may be required by the Lessor if, after
operations have begun, the Lessor deems such additional security to be
necessary

area in accordance with approved exploration plans, and epproved
development and production plans as are required by regulations. The
Lessee may depart from an approved plan only as provided by ap-
plicable regulations.

and orders relating to exploration, development, and production. After
due notice in writing, the Lessee shall dnll such weils and produce at
such rates as the Lessor may require in order that tne leased area or
any part thercof may be properly and timely developed and produced
in accordance with sound operating principles

Sec. 11. Directional Drilling. A directional well drilled under the
leased areu 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 location on the leased area. In
those circumstances, drilling shall be considered to have been com-
menced on the leased area when drilling 1s commenced on the nearby
land for the purpose of directionally drilling under the leased area. snd
produztion of oil or gas from the leased area through any directional
well surfaced on nearby land or drilling or reworking of any such direc-
tiona well shall be considered production or drilling or reworking
operations on the leased area for all purposes of the lease. Nothing con-
tained in this Section shall be construed as granting to the Lessee any
nterest, license, easement, or other right in any nearby land.
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Bec. 12. Safety Requirements. The Lessee shall (a) maintain all places
of employment within the leased area in compliance with occupational
safety and health standards and, in addition, free from recognized
hazards te employees of the Lessee or of any contractor or sub-
contractor operating within the leased area,

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

(c) allow prompt access, at the site of any operation subject to safety
regulations, to any authonzed Federal inspector and shall provide any
documents and records which are pertinent to ocrupational or public
health. safety. or environnental protection as may be requested

Sec. 13. Suspension and Cancellation. (a) The Lessor may suspend or

cancel this lease pursuant to Section 5 of the Act ard ecnipensation
shall be paid when provided by the Act

(b) The l.essor may, upon recommendation of the Secretary of
Defense, during a state of war or national emergency declared by Con-
gress or the Presiden: of the United States, suspend operauons under
the lease, as provided in Section 12 Jf the Act, and just ¢. mpenm-
tion shall be paid to the Lessee for such suspension.

Sec. 14. Indemnification. The Lessee shall indemnify the Lessor for,
and hold it harmless from any claim, 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 d by or
resulting from:

(a) neghgence of the Lessor other than the commission or omission of
a discretionary function or duty on the part of a Federal agency
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 is filed before
the cause of action for the claim anses and 1s pursued diligently
thereafter.

Sec. 15. Disposition of Production, (a) As provided in Section 27(af2)
of the Act. the Lessor shall have the right to purchase not more than
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 fair
market value at the wellhead of the o1l and gas saved. removed, or sold.
except that any uill or gas obtained by the Lessor as royalty or net pro
fit share shali be credited agminst the amount that may be purchased
under this subsection

(b) As provided i Section 27(d) of the Act. the Lessee shall take an-
Federal oil or gas for which no acceptable bid.: are received, as deter
mined by the Lessor. ard which 1s not transferred to a Federal agency
pursuant to Section Zi.nd) of the Act, and shall pay to the Lessor a
cash amount equal o the regulated price, or if no regulated prce ap-
plies, the fair market value of the oil or gas so obtained

(r) As provided in Section 8(bX7) of the Act. the Lessee shall offer 20
percent of the crude oil, condensate, and natural gas hquids produced
on the lease, at the market value and point of delivery as provided by
regulations apphcable to Federal royalty oil, to small or independent
refiners as defined in the Emergency Petroleum Ailocation Act of
1973

(d) In ume of war, or when the President of the ['nited States shall
80 preseribe, the Lessor shall have the nght of first refusal to purchase
at the market price ail or any portion of the oil or gas produced from
the leased area, as provided in Section 12(b) of the Act

8ec. 16. Unitization, Pooling, and Drilling Agreements. Within
such ume as the Lessor may prescnbe, the Lessee shall subsenbe 1o
and operate under a umt, pooling, or drlling agreement embracing all
or part of the lands subject to this lease as the Lessor may determine to
be appropnate or necessary. Where any provision of a umt, pooling, or
drilling agreement, approved by the Lessor, 18 inconsistent with a pro
vision of this lease, the provision of the agreement shall govern

Sec. 17. Equal Opportunity Clsuse. During the performance of this
lease, the Lessee shall Mlywnplymthwu)wmd
Section 202 of Executive Order 11246, as amended (reprinted in

CFR 60~ Lifn)), and the mplumuum'liﬂmhrh
purpose of preventing employment discrimination against persons on
the basis of race, culor, religion, sex, or national origin. Paragraphs (1)
through (7) of Section 202 of Executive Order 11246, as amended, are
incorporated in this lease by reference.

Sec. 18. Certification of Nonsegregated Facilities. By entering into
this lease, the [ essee certifies, as specified in 41 CFR 60~ 1.8, that it
does not and will not maintain or provide for its employees any
segregated facilities at any of its establishmerts, and that it does not
and will not permit its employees to perform their services at any loca-
tion under its control where segregated (. lities are maintained. As
used in this certification, the term “segreg: 4 facilities” means, but is
not limited to, any waiting rooms, work a restrooms and wash-
rooms, restaurants and other eating areas. ..meclocks, locker rooms
and other storage or dressing areas, parking lots, drinking founts’ ns,
recreation of entertainment aress, transportation, and how wg
facilities provided for employees which are segregated by exphe.:
directive or are in fact segregated on the busis of race, color, religion,
or nat'onal orgn, because of habit, local custom, or otherwise. The
Lessee further agrees that it will obtain identical certifications from
proposed contractors and subcontractors prior to award of contracts
or subcontracts unless they are exemp® under 41 CFR 50- 1.5,

Sec. 19. Reservalions to Lessor All rights in the leased area not
expressly granted t he Lessee by the Act, the regulations, or this
iease are hereby rese vd 1o the Lessor. Without limiting the generali-
ty of the foreguing. reserved nghts include;

{a} the nght to authorize geological and geophysical exploration in
the leased area which does not unreasonably interfere with or en-
danger actual operations under the lvase, and the right to grant such
easements ight v of-way upon, through, or in the leased area as may
be necessary oo appropriace to the working of other lands or to the
treatment and ~hiprent of products thereof by or under authority of
the Lessor

(b) the ryght *
within the leass
not unreasonab!
lease,

(¢) the right. as pros

prant lvases for any runerals other than ol and gas
1 area, except that operations under such lvases shall

iterfere with or endanger operations under thi

whed i Section 12(d) of the Act, t restrict opers-
tions in the leased area or any part thereof which may be designated by
te Secretary with approval of the President, as being
within an area needed for cational fense, and so long ac sueh
desygnation remains in effect no oper . ns may be conducted on the
surface of the leased area or the part thereof included within the
fesignation except with the concurrence of the 8¢  ~ary of Defense.
If operations or production under this lease within any designated area
are suspended pursuant to this paragraph, any payments of rentals
and royalty preseribed by thie lea kewise shall be suspended during
such period of suspension s and production, and the tern,
A thes lease viding thereto any such suspension
penad, and the Lessor shan be lalic to the Lessee tor such compensa-
tion as 1s required U be paid uncer the Constitution of the United
States

of Defense,

of operar
shiall be extended by

Sec. 20. Tranafer of Lease The | ~nsee shall file for approval with the
appropriate field aoffice of the M erals Managetnent Service any in-
strument of assignment or uther  ransfer of this lease. or any interest
therein, 1n aceordance with appl able regulations
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82¢. 21. Surrender of Lease. The Lessee may surrender this entire
lease or any officially designated subdivision of the hased area by fil-
ing with the appropriate field office of :he Minerals Management Ser-
vice a written relinauishment, in triplicate, wlich shall be effective as
of the date of filing. No surrender of this lease or of any portion of the
leased area shail reliev: "he Lessee or its surety of the obligation to
pay ull accrued runtals, iuyalties, and other financial obligations or to
abandon all wells on the area to be surrendered in & manner saisfac-
tory to the Director.

Sec. 22. Removal of Property on Termination of Lease. Within a
period of ons y-ar 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 to the lease in accordance with applicable
regulstions and orders of the Director. Howe the Lessee may, with
the approval-of the Director, continue t. iLain devices, works, and
structures on the leared area for drilling '+ producing on other leaser.

Sec. 23. Bemedies in Case of Default. (a) Whenever the Lessee fails

tu comply with any of the provisions of the Act. the regulations issued
pursuant to the Act, or the terms of this lease, the lease shall be subject

(i ] l‘
b ¥ § =
" R AR T Py T

to cancellation in accordance with the provisions of Section §(c) znd (d)
Lessor may have, including the provisions of Section

mhh—n.mhmmdﬁuhlﬂr-
cancel the lease if it is obtaired by fraud or

to the Act, or the terms of this lease shall not prevent the cancellation
of this lease or the exercise of any other remedies under paragraph (a)
of this section for any other violation or for the same viclation ccour-
ring at any other time.

Sec. 2 Unlawful Interest. No member of, or Delegate to, Congress,

amended, 41 U.S.C. 22, and the Act of June 25, 1948, 62 Stat. 702, as
amended, 18 U.5.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 : oplicable.

THE UNITED STATES OF AMERICA, Lessor

{Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Title)

(Address of Lessee)

(Name of Signato.y)
Regionalmﬁire::‘t';r e
Gulf of Mexico OCS Region
Minerals Management Service

(Title)

(Date)
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UKITED STATES
DEPARTMENT OF THE INTERTOR
NINERALS MANAGEMENT SERVICE

Outer Continental Shelf, Eastern Culf of Mexico
011 and Gas Lease Sale 94

ocs-¢ 8303

Stipulation No, l-=Prot f Acchaeo cal .

(a) "Archaeological resource” means any prehistoric or historic districe,
site, building, structure, or object (including shipwrecks); such term includes
artifacts, records, and remains which are related to such » district, site,
building, structure, o1 object. (Section 301(5), National Historic :

Preser ‘stion Act, as amended, 16 U.f.C. 470w(5)). "Operations” mesns any
drilling, mining, or comstruction or placement of any structure for
exploration, development, or production of the lease.

(b) If the kegional Director (RD) belfeves an archaeclogicsl resource may
exist in the lease orea, the RD will notify the lessee in vriting. 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 WD, to determine the
potential existence of any archseological resource that may
be affected by operatioms. The raport, prepared by an
archaeclogist and s geophysicist, shall be based on an
assessment of data from remote-sensing surveys and of other
pertinent archaeclogical and environmental information.
The lessee shall submit this report to the RD for review.

if the evi cnce suggests that an archseological resource
may be present, the lessee shall efther:

(i) Locate the site of any operation so as not to
adversely affect the ares vhere the
archaeological resource may be; or

Establish to the satisfsction of the RD that an
archaeologicial resource does not exist or will
not be adversely affected by operacions. This
shall be Jone by further archaeological
investigation conducted by an archaeologist and a
geophysicist, using survey equipment and
techniques deemed necessary by che RD. A report
on the investigation shall be suomitted to the RD
for review.

If the RD determines that an archasological resource is
likely tc be present in the lease area and may be adversely
affected by operations, the RD wil] notify the leseee imme-
diately. The lessee shall take no action thart wmay
adversely affect the archaeological resource until the RD
has told the lessee hov to protect it.

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

Stipu tion No, 2--Live Bottom Areas,

For activities conducted under Plans of Exploration, the provisions of this
stipulation shall apply only in water depths of 10 meters or less. For
activities conducted under Development and Production Plaus, the provisions of
this stipulation shall apply in water depths of 200 meters or less.

Pricr to any drilling activity or the construction or placement of any
structure for exploration or development on this lease including, but not
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limited to, weli drilling and pipeline and platform placement, the lessse will
submit to the Regional Director (RD) s bathymetry map prepsred utilizing resots
sensing and/or othar survey techniques. This map will include interpretstions
for the presence of live bot:tom sress within a minimum of 1,820 meters radius
of a proposed exploration or production activity site.

For the purpose of this stipulstio.. "live botrom srsas” are defined as
seagrass commnities; or those areas vhich contain biologicsl sssemblages
consisting of such sessile invertebrates as ses fans, sea vhips, hydroids,
anemonss, ascidisny, sponges, bryozoans, or corals living upon ané attached to
naturally occurring hard or rocky formstioms with rough, broken, or smooth
topography; or sress whose lithotope favors the sccusulstion of turtles,
tishes, and other fauna.

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

If it is determined that live bottom aress might be adversely impacted by the
proposed activity, then the RD will require the lessee to undertake any measure
desmed economically, environmentally, and technically fessible to protact live
bottom areas. Thesc measures may include, but are not limited to, the

followi:

(a) the relocation of operstions to avoid live b | areas;

the shunting of all driliing fluids and cuttings in such
& manner as to avoid live bottom asreas;

the cransportation of drilling fluids and cuttings to
spproved disposal eites; and

the monitoring of live buttom sress to sssess the adequacy
of ary mitigation aeasures taken and the impact of lessee
initiated activities.

Seipulation No. 3--M!_{-ary Warning Areas.
Warning Area ®-155

(a! Hold Harmless

Wnether compensation for such demage or injury might be due under a theory of
strict or absolute liability or otherwise, the lessee assumes all risks of
damage or injury to persons or property which occur in, on, or above the Outer
Continental Shelf (OCS), to any persons or to any property of any person or
persons vho are agents, employees, or invitees of the lessee, him agents,
independent contractors, or subccntractors doing business with the leasee in
cnnnection with any activities being performed by the lessee in, on, or above
the OCS, 1f such injury or damage to such person or property occurs by reason
of the activities of any agency of the U.S. government, its contractors or
subcontractors, cr any of their officers, sgents, or employees, bs!ng conducted
as a rart of, or in connection with, the programs and sctivities of the Naval
Air aining Command, Training Wing Six, Naval Air Station, Pensacola, Florida.

Notwithstanding any limitation of the lessee's liability in Section 14 of the
lease, the lesses assumes this risk vhether such injury or damage is caused in
wvhole or in part by any act or owmission, regardless of negligence or fault, of
the United States, its contractors or subcontractors, or sny of its officers,
agents, or employees. The lessee ' -ther agrees to indemnify and save harmless
the United States against ali clai for loss, damage, or injury sustained by
the lessee and to indemaify and save harmlezs the United States against all
claims for loss, damage, or injury sustained by the agents, enployees, or
invitess of the lessee. his agents, or any independent cuntractors or
subcontractors doing 'usiness with the lessee in connection with the programs
and activities of the above command, whether the same be caused in whole cor in
part by the negligence or fault of the United States, its contractors or
subcontractors, or auy of its officers, sgents, or empluyees and wliether such
claims might be sustainea under a theory of strict or absolute liability or
othervise.
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(b) Electromagnetic Esissions

The lesses agrees to control his own electromagnetic -~i{ssions and thoss of his
agents, employees, invitees, independent comtract~" subcontractors,
emanating from individusl designated Department 2 (DOD) werning areas
in accordance with requireasnts specified by the er of the commend head-
quarters listed above to the degres necessary to damage to, Or umaccep-
tsble interference with DCD flight, testing, or operacional sctivities,
conducted within individual designsted varning areas. #acessary wmonitoring
control and coordination vith the lesees, his agents, eaployees, invitees,
independent contractors or subcontractors will be effected by the commander of
the sppropriate onshore military installation conducting opsrations in the
particular varning sres; provided, however, thac comtrol of such
electromagnetic emissions Jhall in nc insta-ce prohibit all mamner of
slectropagretic communication during any period of time betwesn a lesses, his
agents, employees, invitees, independent contractors, or subcomtractors, and
onshora facilities.

(c) Operational Controls

The lassee, vhen oparating or csusing to be operated ou his behalf boat or sir-
craft traffic in the individual designated warning area, shall enter imtc sn
agreement vith the commsnder of the individuz. command hesdquarters listed
above, on utilizing an individual designated varning area prior tu commencing
such traffic. Such an agreemernt will provide for positive control of boats and
aircraft operating in the warning aress at all times.

Stipulation Ko. 4—Transportation.

(a) Pipalines will :+» .« - ad: (1) if pipeline righte-of-way can be
deternined and obtai' ' if laying of such pipelines is technologically
faasible and environm.'.. ' . preferable; and (3) 1f, in the opinion of the
lessor, pipelines can b . ‘ithout net social loss, taking into sccount any
incremental costs of pipc _.es over alternstive methods of transportation and
any incremental benefits in the form of increased environmental protection or
reduced multiple use conflicts. The lessor specifically reserves the right to
require that any pipeline used for transporting production to shore be placed
in certain designated managemen: areas. In selecting the means of
transportation, consideration will be given to any recommendations of the
Regional Technical Working Sroup for assessment and management of
transportation of offshore oil and gas with the participation of Federal,
State, and local governments and industry. All pipelines, including both flow
lines snd gathering lines for oil and zas, shall be designed and comstructed to
provide for sdequate protection from water currents, storm scouring, and other
hazards as determined on a case-by-case hasis.

(b) Following the developmen: of sufficient pipeline capacity, nu crude oil
will be transported by surface vessels from offshore production sites except in
the case of emergency. Determination as to emerg -y conditions and
sppropriate responses to these conditions will be _ade by the Regional
Director.

{c) Where the three criteria set forth in the first sentence of this stipula-
tion are not met and surface transpertation must be employed, all vessels used
for carrying hydrocarbons from the leased area will conform with al! standards
established for such vessels, pursuant to the Ports and Waterways Safety Act
(3., U.5.C. 1221 et seq.).
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