United States Department of the Interior

MINERALS MANAGEMENT SERVICE
Gulf of Mexica OCS Region
1201 Elmwood Park Boulevard
New Qrleans, Louisiana 70123-2394

In Reply Refer To: MS 5421
0CS-G 4935

Instrument:

Filed : September 1, 1994
Executed : August 31, 1994
Approved : March 23, 1995
Effective: April 1, 1994

BP Exploration & 0Oil Inc.
Assignor

Taylor Energy Company
Assignee

ACTION: ASSIGNMENT APPROVED 0il and Gas

The approval of this assignment is restricted to record title
interest only, and by virtue of this approval, the Assignee

is subject to, and shall fully comply with, all applicable
regulations now or to be issued under the Outer Continental
Shelf Lands Act, as amended., Notwithstanding any agreement
_between the Assignor and Assignee, the parties remain subject
'to the liability provisions of the Minerals Management Service
regulations codified at 30 CFR 256.62(d) and (e).

Assignor assigned unto Assignee all of Assignor‘s right, title
and interest.

Record title interest is now held as follows:
OC5-G 4935 All of Block 20, Mississippi Canyon
Taylor Energy Company 100%

ol

Chris . Oynes
Regional Director

cc: Assignor
Assignee
Case File
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BP Exploration & OIl Inc., an Chio Corporation ("Assigner"), whose address is P.O. Box
4587, Houston, Texas 77210, for good and valuabie consideration, the receipt and adequacy' of which is
hereby acknowledged, does hereby, assign, transfer, convey and deliver to Taylor Energy
Company, a Louisiana corporation {"Assignee"), whose address is The 2-3-4 Loyola Building, Suite
500, New Orleans, Louisiana 70112, ali of Assignor's right, title and interest in and to the following
described properties and interests located in the Outer Continental Shelf of the Gulf of Mexico:

Federal Qil and Gas Lease bearing serial number OCS-G 4935 between the United
States of America and Sohio Petroleum Company, effective December 1, 1981, covering
all of Block 20, Mississippi Canyon-Areg; as shown on OCS Official Protraction Diagram,
NH 16-10, containing approximately 2508.86 acres.

Upon the Department of the Interior, Minerals Management Service's, approval of this
assignment, the percentage of record title ownership in the Lease described above will be held as follows:

Taylor Energy Company 100%

The interest conveyed herein is subject to and bound by the terms and conditions of the Qil and
Gas Lease described above and the following Agreement{s} or permits insofar and only insofar as each
such agreement or permit may affect the Lease or operations conducted on the Lease:

That certain Asset Purchase Agreement executed between BP Exploration & Qil
Inc. and Taylor Energy Company, effective April 1, 1994, as well as any exhibits and
conveyances delivered subject thereto.

Assignor hereby assigns certain rights, title and interests in and to those agreefnents or permits
designated as items above insofar as Assignor has the right to assign such agreements or permits and
only insofar as such agreements affect operations on or production from the Lease or Assignee's
ownership of the Lease.

This Assignment is made and accepted subject to all royalties, encumbrances and surface rights
and without warranty of title, express, statutory or implied, except that Assignor specially warrants and
agrees to defend title to the Qil & Gas Interests in the Net Revenue Interest and Working Interest fractions

APPROVED

effective Date APR 1 1994




or percentages set forth in the above stated Asset Purchase Agreement against the lawful claims and
demands of all persons claiming title to the Qil & Gas Interests by, through and under Assignor, but not
otherwise, SAVE AND EXCEPT as against obligations assumed by Assignee. This Assignment shall
inure to the benefit of, and shall be binding upon, the successors and assigns of the Parties hereto.

TO HAVE AND HOLD, the Lease unto the said Assignee, its successors and assigns, in
accordance with all the terms and provisions of the Lease and subject to all terms and conditions of the
Asset Purchase Agreement referenced above. All of the representation, warranties, indemnities and
agreements of or by the Assignor and Assignee contained in the Asset Purchase Agreement shall survive
the Closing of this transaction and shall not merge into the conveyancing documents. The Asset
Purchase Agreement and its respective covenants shall be referenced in any assignment affecting the

Lease and shall constitute covenants running with the land for the benefit of the Assignor and Assignee.

IN WITNESS WHEREOF, this Assignment is executed by Assignor and Assignee on the
dates set forth in their respective acknowledgments hereto, but shall be effective as of 12:01 a.m., April 1,
1994,

WITNESSES: ASSIGNOR:
BP Exploration & Oil Inc.

ST BY: Karl F. Rugaard
ﬁ TITLE: Agent and Attorney-in-Fact

ASSIGNEE
Taylor Energy Company

~ O/MM

ouglas Thornton

TLE Vlce President Land and Acquisitions




STATE OF TEXAS
COUNTY OF HARRIS

BEFORE ME, the undersigned Notary Public, on this day personally appeared Karl F.
Rugaard, known to me to be the person whose name is subscribed to the foregoing instrument and
acknowledged to me that he, being fully authorized to do so, executed and delivered the same as Agent
and Attorney-in-Fact for BP Exploration & Gil Inc., an Ohio corporation, on the day and year therein

mentioned and as the act and deed of said corpora’uon for the purpose and consideration therein
expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 31st day of August, 1994.

w"m NOELIA YOUNG 8 /\[ M W

MY COMMISSION EXPIRES N P hc
April 24, 1995 k otary Pub
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STATE OF TEXAS
COUNTY OF HARRIS

BEFORE ME, the undersigned Notary Public, on this day personally appeared J. Douglas
Thornton, known to me to be the person whose name is subscribed to the foregoing instrument and

acknowledged to me that he, being fully authorized to do so, executed and delivered the same as Vice
President Land and Acquisitions for TAYLOR ENERGY COMPANY, a Louisiana corporation, on the
day and year therein mentioned and as the act and deed of said corporatlon for the purpose and
consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this 31st day of August, 1994.

Notary Public

NOELIA YOUNG
MY COMMISSION EXPIRES
_ Apn! 24, 1995
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Form 33061 Office Serial number .
(September 1978) New Orleans, LA | 0CS-G 4935
DEPART&EII&I?I‘EODFS?:[;EI?\ITERIOR Cash bonus Rental rate
! 133,755,000.00 .
BUREAU OF LAND MANAGEMENT $ 23,795,000.0 $3.00 per acre
Minimum royalty rate Royalt} rate
OIL AND GAS LEASE OF SUBMERGED LANDS $3.00 per acre .16 2/3 percent
Work commitment . Profit share rate

UNDER THE OUTER CONTINENTAL SHELF LANDS ACT

This lease is effective as of DEC 1?91 (hereinafter called the “'Effective Date’’) by and
between the United States of America (Weréinafter called the “Lessor”), by the Manager, New Orleans OCS Office,
Bureau of Land Management, its authorized officer, and

Schio Petroleum Company 100%
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(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 and 4 attached hereto, the Lessee and Lessor agree as follows:
Sec. 1. Statutes and Regulations. This lease is issued pursuant to the Quter Continental Shelf Lands Act of August
7, 1953, 67 Stat. 462 as amended; 43 U S.C. 1331 et. seq. (hereinafter called the ““Act’”). The lease is issued sub-
ject to the Act; Sections 302 and 303 of the Department of Energy Organization Act, 91 Stat. 578, 42 U.5.C. 7152
and 7153; all regulations issued pursuant to such statutes and in existence upon the effective date of this lease; all
regulations issued pursuant to such statutes in the future which provide for the prevention of waste and the conserva-
tion of the naturalresources of the Outer Continental Shelf, 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 exclugive right and privilege to
drill for, develop, and produce il and gas resources, except helium gas, in the submerged lands of the Outer Canti-
nental Shelf described as follows:

All of Block 20, Mississippi Canyon, as shown on OCS Official Protraction Diagram, NH 16-10
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acres or

2508.86

containing approximately
These rights include:

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

(b) the nonexelusive right to drill water wells. w.lthm the
leased area, unless the water is part of geopressured-geo-
thermai and associated resources, and to use the water pro-
duced thesefrom for operations pursuant to the Act free of
cost, on the condition that the drilling is conducted in accord-
ance with procedures approved by the Director of the Uaited
States Geological Survey or the Duector s delegate (hereinafter
called the ‘‘Director’’); and

{¢) the right Lo construct or erect and to maintain within
the leased area artificial islands, installations, and other
devices permanently or tempararily attached to the seabed
and other works and structures neceasary to the full enjoy-
ment of the lease, subject to compliance with applicable
laws and regulations.

Sec. 3. Term. This lease shall continue for an initial period

of five years from the Effective Date of the lease and
so long thereafter as oll or gas is produced from the leased
area in paying quantities, or drilling or well reworking opera-
tions, as approved by the Lessor, are conducted thereon.

Sec, 4. Rentals. The Lessee shall pay the Lessor, on or
before the first day of each lease year which commences
prior to a discovery in paying quantities of oil or gas on the
leased area, a rental of $3.00
per hectara) or fraction thereof.

per acre (

Sec. 5. Minimum Royalty. The Leassee shall pay the Lessor
at the expiralion of each lease year which commences after
a discovery of oil and gas in paying quantities, a minimum

royalty of $3,00 per acre ( per hectare)
or fraction thereof or, if there is producticn, the difference
between the actual royalty required to be paid with respect
to such lease year and the prescribed minimum royalty, if
the actual rovalty paid is less than the minimum royalty.

Sec. 6. Royalty on Production. {a) The Lessee shall pay

a fixed royalty o} @ 9/3 percent in amount or value of pro-
duction saved, removed, or sold from the leased area. Gas
of all kinds (except helium) is subject to royalty. The Lessor
shall determine whether production royaliy shall be paid in
amount or value.

{b} The value of production for purposes of computing
royalty on production from this lease shall never be less
than the fair market value of the production. The value of
production shall be the estimsted 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 ma-
jority of production of like quallty 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 to consider
special pricing relief from otherwise applicable Federal
regulatory requirements, the value of production for the
purposes of computing royalty shall not be deemed to be less
than the gross proceeds accruing to the Lessee from the
sale therecf. In the absence of good reason to the contrary,
value computed on the basis of the highest price paid or
offered at the time of production in a fair and open market
for the major portion of like-quality products produced and
sold from the field or area where the leased area is situated,
will be considered to be a reasonable value.

(¢) When paid in velue, royalties on production shall be
due and payable monthly on the last day of the month next
following the manth in which the production is obtained,
unless the Lessor designates a later time. When paid in
amount, such royaities shail be delivered at pipeline con-
nections or in tanks provided by the Lessee. Such deliveries
shall be made at reasonable times and intervals and, at the
Lessor’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 convenient point closer to shore or on shore,
in which event the Lessece shall be entitled to reimbursement
for the reasonable cost of transporting the royalty substance
to such delivery point. The Lessee shall not be reguired
to provide storage for royalty pald in emount in excess of
tankage required when royalty i3 paid in value. When royalties
are paid in amount, the Lessee shall not be held liable for
the loss or destruction of royalty oil or other liquid preducts
in storage from causes over which the Lessee has no control.

Sec. 7. Poyments. The Lesaee shall make all payments to
the Lessor by check, bank draft, or money order unless other-
wise provided by regulations or by direction of the Lessor.
Renials, royalties, and any other payments required by this
lease shal]l be made payable to the United States Geologicel
Survey and tendered to the Director, except that filing charges,
bonuses, firat year's rental, and other payments due upon
lease issuance, shail be made payable to the Bureasu of Land
Management and remitted to the Manager of the appropriate
field office of that Bureau.

Sec. 8, Bonds. The Lessee shall meintain at all times the
bond(s) required by regulation prior to the issuance of the
lease and shall furnish such additional security as may be
required by the Lessor if, after operptions have begun, the
Lessor deems such additional ae% to be necessary.

hectares (hereinafter referred to as the “‘leased area’’).

Sec. 9. Plans. The Lessee zhall conduct all operations on
the leased area in accordance with appraved exploration plans,
and approved development and production plangy as are required
by regulations. The Lessee may depart from an approved
plan only as provided by applicable regulations.

Sec. 10, Pesformance. The Lessee shall comply with all
regulations and orders relating to exploration, development,
and production. After due notice in writing, the Lessee shall
drill such wells and produce at such rates as the Lessor may
require in order that the leased area or any part thereof may
be properly and timely developed and produced in accardance
with sound operating principles.

Sec., 11, Diractionsl Drilling. A directional well drilled
under the leased area from a surface location on nearby land
not covered by this lease shall ba 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 commenced on the
lensed area when drilling is commenced on the nearby land
for the purpose of directionally drilling under the leased area,
and production of oil! or gas from the leased area through
any directional well surfaced on nearby land or drilling or
reworking of any such directional well shalt be considered
production or drilling or reworking operations on the leased
area for all purposes of the lease. Nothing contained in this
Section shall be construed as granting io the Lesgee any
interest, license, easement, or other right in any nearby fand.

Sec. 12. Safaty Requirements. The Lessee shall (a) main-
tain all places of employment within the leased area in com-
pliance with occupational safety and health standards and,
in addition, free from recognized hazards to employees of the
Lessee or of any contractor or snubcontractor operating within
the leased area;

(k) maintain all operations within the leased area in com-
pliance with regulations intended to protect persons, property,
and the environment on the Outer Continental Shelf; and

{c} allow prompt access, at the gite of any operation
subject to safety regulations, to any eauthorized Federal
inspector and shall provide any documents and recerds which
are pertinent to occupational or public health, safety, or
environmental protection as may be requested,

Sec. 13. Suspension and Cancellation. (a) The Lessor may
suspend or cancel this lease during the initial lease term
or thereafter pursuant to Section 5 of the Act and compensa-
tion shall be pald when provided by the Act.

(b) The Lessor may, upon recommendation of the Secre-
tary of Defense, during a state of war or national emergency
declared by Congress or the President of the United States,
suspend operations under the lease, as provided in Section
12{c) of the Act, and just compensation 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 caused by or
resulting from:

(a) negligence of the Lessor other than the commission
or omission of & discretionary function or duty on the part
of a Federal agency whether or not the discretion involved
is abused; or

(b) the Lessee's compliance with en order or directive
of the Lessor against which an administrative appeal by the
Lessee is filed before the cause of action for the claim
arises and is pursued diligently thereafter,

Soc. 15, Disposition of Production. (a) As provided in Sec-
tion 27(a)2) of the Act, the Lessor shall have the right to
purchase not more than 16-2/3 percent by volume of the oil
end gas produced pursuant to the lease at the regulated price,
or if no regulated price applies, at the fair market value at
the well head of the oil and gas saved, removed, or scld,
except that any oil or gas obtained by the Lessor as royaity
or net profit share shall be credited against the amount that
may be purchased under this subsection.

{b) As provided in Section 27(d) of the Act, the Lessgee
shall take any Federal oil or gas for which ,no acceptable
bids are received, o5 determined by the Leasor, and which
is npot transferred to a Federal agency pursuant to Section
27(a)(3) of the Act, and shall pay to the Lesscr a cash amount
egual to the tegulated price, or if no regulated price applies,
the fair market value of the oil or gas 50 obtained.

(c) As provided in Section 8(b)(7) of the Act, the Lessee
shall offer 20 percent of the crude oil, condensate, and natu-
ral gas liquids produced on the lease, at the market value
and point of delivery as provided by regulations applicable
te Federal royalty oil, to small or independeat refiners as
defined in the Emergency Petroleum Allocation Act of 1973,

(d) In time of war, or when the President of the United
States shall so preacribe, the Lessor shall have the right of
first refusal to purchase at the market price all or any por-
tion of the oil or gag produced from the leased area, as pro-
vided in Section 12@ the Act.



Sec. 16. Unitization, Pocling, and Deft  , Agreements. With-
in such time as the Lessor may pre e, the Lessee shall
subscribe to and operate under a unit, peoling, or dritling
apreement embracing all or part of the lands subject to this
lease as the Lessor may determine to be appropriate or neces-
sary. Where any provision of a unit, pooling, or drilling
agreement, approved by the Lessor, is inconsistent with a
provision of this lease, the provision of the agreement shall
govern.

Sec. 17. Equal Opportunity Clause. During the performance of
this lease, the Lessee shall fully comply with paragraphs
(1) through (7) of Section 202 of Executive Order 11246, as
amended (reprinted in 41 CFR 60-1.4(a)), and the imple-
menting regulations, which are for the purpose of preventing
employment discrimination ageinst persons on the basis of
race, color, 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 enter-
ing into this lease, the Lessee cestifies, 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
establishments, and that it does not and wiil not pemmit its
employees to perform their services at any jocation under
its control where segregated facilities are maintained. As
used in this certification, the term '‘segregated facilities®
means, but ls naot limited to, any waiting rooms, work areas,
rest rooms and waash rooms, restaurants and other eatingarcas,
areas, time clocks, locker tcoms and other Rtorage or dressing
areas, parking lots, drinking fountains, recreation or enter-
tainment areas, transportation, and housing facilities provided
for employees which are segregated hy explicit directive or
are in fact segregated on the basis of race, color, religion,
or national origin, because of habit, local custom, or
otherwise. The Lessee further agrees thal it will obtain
identical certifications from proposed contractors and sub-
conlractors prior to award of contracts or subcontracts unless
they are exempt under 41 CFR 60—1.5.

Sec. 19. Roservations to Lessor, All rights in the leased
area not expresaly granted to the Lessee by the Act, the
regulations, or this lease are hereby reserved to the Lessor.
Without limiting the generality of the foregoing, reserved
rights include;

{a) the right to authorize geological and geophysaical
exploration in the leased mrea which does not unreasonably
interfere with or endanger actual operations under the lease,
and the right to grant such easements or rights-of-way upon,
through, or in the leased area as may be necesaary or appro-
priate to the working of other lands or to the treatment and
shipment of products thereof by or under authority of the
ILessor,

(b) the right to grant leases for any minerals other than
oil and gas within the leased area, except that operations
under such leases shall not unreasonably interfere with or
endanger operations under this lease;

(c) the right, as provided in Section 12(d) of the Act, to
restrict operations in the leased area or any part thereof which
may be designaied by the Secretary of Defense, with approval
of the Praesident, as being with an area needed for national
defense, and s0 long as such designation remains in effect
no operations may be conducted on the surface of the leased
area or the part thereof included within the designation ex-
cept with the concurrence of the Secretary of Defense. If
operations or production under this lease within, any desig-
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nated area are ' nded pursuant to this paragraph, any
payments of rentms and royalty prescribed by this lease
likewise shall be suspended during such period of suspension
of operatioris and production, and the term of this lease shall
be extended by adding thereto any such suspension period,
and the Lessor shall be liable to the Lessee for such com-

pensation as is required to be paid under the Constitution
of the United States.

Sec. 20. Transfer of Lease, The Leasee shall file for approv-
al with the appropriate field office of the Bureau of Land
Management any instiument of assignment or other transfer

of this lease, or any interest therein, in accordance with
applicable regulations.

Sac, 21, Surrender of Leose, The Lessee may surrender this
entire lease ot any officially designated subdivision of the
leased area by filing with the appropriate field office of the
Bureaun of Land Menagement 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
to pay all accmed rentals, royalties, and other [inancial
obligations or to abandon all wells on the area to be surren-
dered in a manner satiafactory to the Director.

Sec, 22, Removal of Proparty on Tarmination of Lease.
Within a period of one year after termination of this lease in
whole or in part, the Lessgee shall remove all devices, works,
and structures from the premises nc longer subject to the
lease in accordance with applicable reguletions and crders
of the Director. However, the Lessee may, with the approval
of the Director, continue to maintain devices, works, and
structures on the leased area for drilling or preducing on other
leases.

Sec. 23. Remodios in Case of Default, (a) Whenever the
Lessee fails to 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 sybject tgmcancellation in
accordance with the provisiongy- of mtio@S(c):m (d) of
the Act and the Lessor mayfRyercile any oth medies
which the Lessoer may have, i he pegpalty prbvisions
of Section 24 of the Act, FuiffEimors, pursuan{ T Section
8(o) of the Act, the Lessormay-csncel-the leasg if it is
obtained by frand or misrepresdfitati “%—: ——— 'M; i

{b) Nonenforcement by thq:l;ﬁ “_;'of& rernedy- for any
particular violation of the progis_isa -_?f the Act Y regula-
tions issued pursuant to the Ach)#€ dhe :Em _E%ls lease
shail not prevent the cancell}ﬁon;g_tmla 1gase lof the exer-
cige of any other remedies under pu‘m'ﬁ"faplm) of(;:? section

for any other violation or for the same violation urring et
any other time,

Sec. 24. Unlawful Interest. No member of, or Delegate to,
Congrese, or Resident Commissioner, after election or appoint-
ment, or either before or after they have qualified, and during
this continuance in office, and no officer, agent, or employee
of the Department of the Interior, except as provided in 43
CFR Part 7, shall be admitted to any share or part in this
lease or derive any benefit that may arise therefrom. The
provisions of Section 3741 of the Revised Statutes, as
amended, 41 U.5.C. 22, and the Act of June 25, 1948, 62 Stat.
702, as amended, 18 U.5.C. 431433, relating to contracts
made or entered into, or accepted by or on behalf of the United
States, from a part of this lease insofar as they may be
applicahle.

T UNITED STATES OF AM

IcA, Lessor

(Signature of Authorized Officer)

' John L. Rankin

(Name of Signatory)

AGENT AND ATTORNEY IN FACT
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| hereby certity that this is a true and

correct gopy of s instrument of record

in the Minerals Managemeni Service,

1201 Elmwood Park Boulevard, New Orleans,
Louisiana 70123-2394 in the case number

0CS-G

consisting of __i_____ pages,
Ottt Pt

%4_ -Supervisory Mineral Leasing Speciatist
AUG 30 199
; Date -~




UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

Stipulations for Oil and Gas Lease Sale No. 66
. Outer Continental Shelf
Gulf of Mexico

STIPULATION NO. 1 OCS-G 4935

If the Deputy Conservation Manager (DCM), having reason to believe that a site, structure, or
object of historical or archaeclogical significance (hereinafter referred to as *‘cultural resource’)
may exist in the lease area, gives the lessee written notice that the lessor is invoking the provisions
of this stipulation, the lessee shall upon receipt of such notice comply with the following
requirements: '

Prior to any drilling activity or the construction or placement of any structure for exploration
or development on the lease, including, but not limited to, well drilling and pipeline and piat- -
form placement, (hereinafter referred to as *‘operation”), the lessee shall conduct remote sensing
surveys to determine the potential existence of any cultural resource that may be affected by
such operations. All data produced by such remote sensing surveys, as well as other pertinent
natural and cultural environmental data, shall be examined by a qualified marine survey archae-
ologist to determine if indicators are present suggesting the existence of a cultural resource that
may be adversely affected by any lease operation. A report of this survey and assessment pre-

pared by the marine survey archaeologist shall be submitted by the lessee to the DCM and to the
Manager for review.,

If such cultural resource indicators are present, the lessee shall; (1) locate the site of such opera-
tion so as not to adversely affect the identified location; or (2) establish, to the satisfaction of the
DCM, on the basis of further archaeological investigation conducted by a qualified marine survey
archaeologist or underwater archaeologist using such survey equipment and techniques as deemed
necessary by the DCM, either that such operation will not adversely affect the location identified

or that the potential cultural resource suggested by the occurrence of the indicators does not
exist.

A report of this investigation prepared by the marine survey archaeologist or underwater archae-
ologist shall be submitted to the DCM and the Manager for review. Should the DCM determine
that the existence of a cultural resource which may be adversely affected by such operation is
sufficiently established to warrant protection, the lessee shall take no action that may result in

an adverse effect on such cultural resource until the DCM has given directions as to its preserva-
tion.

The lessee agrees that if any site, structure, or object of historical or archaeologigal @m’figce:u
should be discovered during the conduct of any operations on the leased area, enmﬁ repart

immediately such findings to the DCM and make every reasonable effort to prgseve @nd pro- CD
tect the cultural resource from damage until the DCM has given directions as to iﬁip@grvat—_i_o-_n. '

.
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Portions of this lease may be subject to mass movement of sediments. Exploratory drilling oper-
ations, emplacement of structures (platforms) or seafloor wellheads for production or storage
of oil or gas, and the emplacement of pipelines will not be allowed within the potentially
unstable portions of this lease block unless or until the lessee has demonstrated to the DCM’s
satisfaction that mass movement of sediments, is unlikely or that exploratory drilling operations,
structures (platforms), casing, wellheads, and pipelines can be safely designed to protect the
environment in case such mass movement occurs at the proposed location. This may necessi-

tate that all exploration for and development of oil or gas be performed from locations outside
of the area of unstable sediments, either within or outside of this lease block.

"E:

STIPULATION NO. 4

If exploratory drilling operations are allowed, site-specific surveys shall be conducted to deter-
mine the potential for unstable bottom conditions. If emplacement of structures {platforms)
or seafloor wellheads for production or siorage of oil or gas is allowed, all such unstable areas

must be mapped. The DCM may also require soil testing before exploration and production
operations are allowed. !



