THIS MODEL FORM MAY NOT CONTAIN ALL PROVISIONS REQUIRED BY PARTIES ENGAGED IN OFFSHORE OPERATIONS. IN ADDITION, THIS MODEL FORM CONTAINS NUMEROUS PROVISIONS THAT MUST BE COMPLETED BY INSERTING APPROPRIATE TIME PERIODS, DOLLAR AMOUNTS, NUMBERS OF PARTIES, ETC., AND EACH PARTY MUST DETERMINE APPROPRIATE INSERTS FOR ITS PARTICULAR SITUATION OR APPLICATION. 

USERS OF THIS MODEL FORM OR PORTIONS OR VARIATIONS THEREOF SHOULD SEEK THE ADVICE OF COUNSEL TO ENSURE THAT THE AGREEMENT REFLECTS THE ACTUAL INTENT OF THE PARTIES AND IS PROPER UNDER THE APPLICABLE BUSINESS CIRCUMSTANCES. USE OF THE FORM OR A PORTION OR VARIATION THEREOF SHALL BE AT THE SOLE DISCRETION, RISK, AND LIABILITY OF THE USER PARTIES. THE OUTER CONTINENTAL SHELF ADVISORY BOARD DISCLAIMS ANY AND ALL INTERESTS OR LIABILITY WHATSOEVER FOR LOSS OR DAMAGES THAT MAY RESULT FROM USE OF THE FORM OR PORTIONS OR VARIATIONS THEREOF.

INSTRUCTIONS FOR COMPLETING THE MODEL FORM:

· Provisions that require completion are highlighted 
· Optional Provisions are built into AND ARE HIGHLIGHTED:

· SECTION 4.07 (DOWNTIME Fee Limitation)

· SECTION 16.07 (TX Anti-Indemnity ACt)
· SECTION 16.08 (LA Anti-indemnity act / marcel exception)

· SECTION 17.01 (insurance)

· artICLE 22 (termination)
· SECTION 24.11 (governing law)

· SECTION 24.13 (CHOICE OF LAW/DISPUTE RESOLUTION)
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_____________________________________________________________________________

_                                   PRODUCTION HANDLING AGREEMENT __________________                                                       
This Production Handling Agreement, (“Agreement”), is made and entered into this ___ day of ________ 20__ (the “Effective Date”), by and between ______________, ______________ and ______________ (“Processor”) and ______________, ______________ and ______________ (“Producer”), sometimes referred to individually as “Party” or collectively as the “Parties”.
WITNESSETH:
WHEREAS, Processor is the owner and ______________ is operator (“Operator”) of the “__” Platform (the “Host Processing Facility”) located on __________ Block ____ (OCS-G ____________) (the “Host Block”), and situated in the Outer Continental Shelf, Offshore __________; and;
WHEREAS, Producer is the owner and operator of the well(s) located on __________ Block ____ (OCS-G ____________) (the “Satellite Block”), including but not limited to, Well No. 1, hereinafter collectively referred to as the “Satellite Well”; and 
WHEREAS, Producer has available oil/condensate, gas and water production from the Satellite Well, hereinafter referred to as “Satellite Well Production”; and
WHEREAS, Producer wishes to produce and transport Satellite Well Production for handling/processing at the Host Processing Facility; and 
WHEREAS, Processor agrees to handle and process Satellite Well Production at the Host Processing Facility for the mutual benefit of Processor and Producer under the terms and conditions hereinafter set out.
NOW, THEREFORE, for and in consideration of the mutual covenants and agreements herein contained, it is agreed by and between the Parties hereto as follows:
Article I. 
DEFINITIONS
1.1 Definitions.  See Exhibit “B”, ‘Index of Definitions’. 

Article II. 
GATHERING, DELIVERY AND FACILITIES
2.1 Receipt Point.  Processor agrees to receive and handle Satellite Well Production that is transported to the Host Processing Facility through the flowline interconnecting the Satellite Well to the Host Processing Facility.  The receipt point of Satellite Well Production delivered by Producer to Processor will be the downstream flange of the Producer’s platform boarding shut-down valve on the Host Processing Facility (the “Receipt Point”). 

2.2 Gas Redelivery Point.  After Satellite Well Production has been processed, gas allocable to Satellite Well Production will be delivered by Processor to the gas export sales pipelines serving the Host Processing Facility. The redelivery point of Producer’s gas production from Processor to Producer will be the inlet flange connection of the applicable gas export pipeline’s gas measurement equipment located on the Host Processing Facility (the “Gas Redelivery Point”). 

2.3 Oil Redelivery Point.  After Satellite Well Production has been processed, oil and condensate production allocable to Satellite Well Production will be delivered by Processor to the oil export sales pipeline(s) serving the Host Processing Facility. The redelivery point of Producer’s oil and condensate production from Processor to Producer will be the inlet flange connection of the applicable oil export sales pipeline’s oil and condensate measurement equipment located on the Host Processing Facility (the “Oil Redelivery Point”); the Gas Redelivery Point and the Oil Redelivery Point (sometimes collectively, the “Redelivery Point”). 

2.4 Permits and Approvals.  Processor shall timely file an application with the Bureau of Safety and Environmental Enforcement (“BSEE”) for surface commingling of Satellite Well Production with other production handled/processed at the Host Processing Facility in accordance with all applicable laws, rules and regulations of governing bodies having jurisdictional authority. Prior to processing the Satellite Well Production, Processor or Producer, as appropriate, shall use their commercially reasonable efforts to timely obtain all  required approvals, permits, consents, orders or other documents, without limitation, from all appropriate jurisdictional authorities to produce the Satellite Well, transport production therefrom to the Host Processing Facility, and process, handle and dispose of Satellite Well Production.  Producer will reimburse Processor for all costs and fees incurred by Processor with respect to filing for and/or obtaining all such required approvals, permits, consents or orders provided for herein prior to processing the Satellite Well Production. 

2.5 Gathering.  Satellite Well Production will be gathered from the Satellite Well by Producer via flowline and riser to the Receipt Point. 
2.6 Gathering Line and Riser.  Processor grants Producer the right to construct a gathering line and riser from the Satellite Well up to the Receipt Point on the Host Processing Facility.  Prior to construction and installation, Producer shall provide Processor with the location of the riser and the installation work plans, schedules, pipeline specifications and list of contractors that will be conducting operations for installation of the gathering line and riser at the Host Processing Facility.  Producer’s gathering line and riser will be equipped with an automatic shut-down valve tied to the safety shut-down system on the Host Processing Facility.  
2.7 Receiving Equipment.  Producer or Operator, at Operator’s option, shall, subject to Processor’s prior written consent and approval, construct and install or cause to be installed on the Host Processing Facility, at Producer’s sole cost, risk, liability and expense, all equipment necessary to process Satellite Well Production (the “Receiving  Equipment”) in accordance with prudent and customary standards in the industry and the Bureau of Ocean Energy Management (“BOEM”) and BSEE requirements. Such Receiving Equipment includes, but is not limited to, dedicated separator(s), meters, proportional-to flow sampler (to be located downstream of the separator), associated flanges and piping, pig receiver, chemical injection equipment, automation equipment and emergency shut-down devices.  If, in the reasonable discretion of Processor, the quality or quantity of Satellite Well Production or applicable law, rule or regulation necessitates the installation of additional or modified Receiving Equipment or other additions or modification to the Host Processing Facility in order to process Satellite Well Production, then all such equipment, additions and modifications shall be installed by Producer or Operator, at Operator’s option, at Producer’s sole cost, risk, liability and expense, subject to the prior written consent and approval of Processor.    
2.8 Ownership of Receiving Equipment Installed on the Host Processing Facility Downstream of Receipt Point.  All equipment installed on the Host Processing Facility under the terms and conditions of this Agreement for the handling and processing of Satellite Well Production located downstream of the Receipt Point and upstream of the Redelivery Point shall be owned by Processor  , provided however  that Producer shall bear and reimburse Processor for all cost, risk, liability and expense for maintenance, repair, abandonment  and operation of the Receiving  Equipment.
2.9 Ownership of Satellite Equipment Upstream of Receipt Point.  All equipment installed on the Satellite Block, which shall include without limitation, the Satellite Well, associated facilities, and pipeline interconnecting the Satellite Well and Host Processing Facility, shall be owned by Producer.  Furthermore, Producer shall own all equipment installed at the Host Processing Facility associated with the performance of this Agreement which is located upstream of the Receipt Point, including without limitation the incoming riser.  Producer at its sole cost, risk, liability and expense shall be responsible for the maintenance, repair, operation and abandonment of all such equipment owned by Producer as described in this Section 2.09.
2.10 Transportation, Construction, Procurement and Installation Costs.  Processor will directly charge and bill Producer for, and Producer will pay Processor for, any and all costs incurred by Processor and Operator, if any, associated with the transportation, construction, procurement and installation of the Receiving Equipment on the Host Processing Facility, and for maintenance, repair, operation and abandonment of the Receiving Equipment on the Host Facility. The making of such billings and payments will be subject to the accounting provisions set forth in Article VI.
Article III. 
OPERATING SERVICES AND FEES
3.01 Operating Services.  Processor agrees to provide the following services (“Operating Services”) during term of this Agreement:
(a) Reports.  Prepare daily production reports showing gas, water,  oil and condensate production, prepare run tickets, etc., check well pressures, adjust choke settings, change chokes, change charts, gauge tanks, test the well and equipment and calculate and report well test data;
(b) Routine Work.  Perform routine work normally performed by Operator above sea level, including visual inspection, routine operations and routine maintenance on the equipment, facilities and pipeline associated with the Satellite Well.  This includes inspection, testing, adjustments and maintenance, including minor repair of all Receiving Equipment, including valves, control panel instrumentation, navigational aids, fire extinguishers, and chokes (including the replacement of choke beans and choke internal)
(c) Transportation and Unloading.  Provide transportation and loading and unloading of material and equipment required for routine maintenance;
(d) Regulatory Inspections.  Perform all regulatory inspections and prepare reports regarding the Satellite Well, Satellite Well Production, and/or Producer’s equipment and pipeline, as applicable.  This will include the minimum number of visual inspections per week of the Satellite Well required by applicable rules and regulations.  All reports associated with Satellite Well Production shall be timely delivered to Producer.  Processor shall not be responsible for filing reports or test results with governmental agencies on behalf of Producer.  Processor will assist with scheduled visits to the Satellite Well by governmental and regulatory personnel; 
(e) Notification of Cessation of Satellite Well Production.  Notify Producer as soon as possible, but no later than twenty-four (24) hours, after cessation of Satellite Well Production; and
(f)
No Other Upstream or Downstream Services.  Operating services for the Satellite Well and all portions of the associated pipeline and equipment which are upstream of the Receipt Point are not included in this Agreement, except to the extent expressly set forth in this Section 3.01. The fees paid by Producer to Processor under the terms of this Agreement are for the operating services expressly provided for above in this Section 3.01 and for production handling services provided by Processor for Satellite Well Production commencing at the Receipt Point and terminating at the Redelivery Point; and therefore, the fees do not include any other services rendered by Processor or by third parties upstream of the Receipt Point or downstream of the Redelivery Point.
3.2 Monthly Operating Services Fees.  Producer agrees to pay Processor for the monthly Operating Services on the Satellite Well based on the following rate structure:
1st well:

$________* / month/per completion
Each additional well:
$________* / month/per completion
*rate based per structure owned by Producer and visually inspected by Processor 

3.3 Repairs and Replacements.  Processor shall not be required to make any repairs or replacement, or do any reconditioning work, either as to the Satellite Well or to the associated wellhead. Processor shall, however, use its commercially reasonable efforts in undertaking to notify Producer of the need for any repairs, replacement or reconditioning of the Satellite Well or said mechanical apparatus.  All expense of and all responsibility for such repairs, replacements or reconditioning as may be necessary, except such minor repairs as are ordinarily performed by a platform operator in the performance of his regular duties, shall be borne by Producer.  
3.4 Tools, Materials and Equipment.  Processor shall procure such materials, tools and equipment necessary to perform all functions under Article III of this Agreement, and such materials, tools and equipment shall be charged to Producer at cost plus 10%.  Producer shall handle and be responsible for all costs associated with downhole operations, including but not limited to paraffin removal, as applicable.
3.05
Additional Services.  Any operating services provided by Processor outside the scope of the Operating Services provided in this Article III, will be billed directly to and paid for by Producer at rates mutually agreed upon and acceptable to both Parties.
3.06
Emergency Response and Costs.
3.06.1
In the event of an emergency, including, but not limited to, a hydrocarbon leak, explosion, fire, storm or any other situation which threatens life, the environment, or property, the Operator, with no admission or presumption of liability, may promptly take such action as is deemed appropriate by the Operator under the circumstances to remedy or alleviate such emergency.  Such action includes, but is not limited to, discontinuing the Services, shutting-in the Satellite Well Production and initiating emergency response operations.  The Operator will promptly notify the Producer of such emergency by telephone, followed by written notification of the emergency and remedial actions taken.

3.06.2
All emergency response costs incurred by the Operator which are attributable to the Satellite Production and Receiving Equipment will be reimbursed to the Operator by the Producer.  Accordingly, the Operator will directly charge and invoice the Producer for such costs.

3.06.3
The Producer is responsible for making any reports required by governmental agencies for emergencies attributable to the Satellite Well Production.  The Operator is responsible for making any reports required by governmental agencies for emergencies attributable to the Host Processing Facility.  The Parties will cooperate to the extent necessary in preparing such reports.  All Parties will be provided a copy of any reports filed with governmental agencies in connection with emergency response operations.

3.06.4
Subsequent to the emergency, the Operator will have the option to conduct a root cause analysis of the event, activity or equipment from which the emergency arose.  The cost of the root cause analysis, and any mitigation measures taken to address the cause of the emergency, shall be paid for by the Processor.  To the extent the analysis  concludes Satellite Production  or Receiving Equipment contributed to the emergency, Producer will share in the cost of the analysis and mitigation measures in proportion to the Satellite Production’s or Receiving  Equipment’s contribution to the emergency. 
Article IV. 
PRODUCTION HANDLING and FEES

4.1 Monthly Production Handling Services and Fees.  
(a) Handling of Satellite Well Production at the Host Processing Facility will consist of bulk separation, well testing, treatment of water for overboard disposal, metering and redelivery of oil/condensate and gas to the Redelivery Point (the “Production Handling Services”). 
(b) The following production handling fees (“Production Handling Fees”) at the Host Processing Facility will be charged monthly by Operator to Producer on the basis of monthly allocated production from the Satellite Well:

Gas Handling Fee:


$____/MCF*
Oil/Condensate Handling Fee:
$____/BBL

Water Handling Fee:


$____/BBL

*For purposes of this Agreement, ‘MCF’ will mean one thousand cubic measured at standard pressure and temperature, defined as cubic feet of volume at 60 degrees Fahrenheit and 14.7 pounds per square inch

(c) The Production Handling Fee for water provided for above shall be increased to reflect future increased costs associated with modifications due to government regulations affecting discharge requirements of treated produced water into the Gulf of Mexico, which are verifiable and attributable to the Satellite Well Production.  Such modifications could involve monitoring, testing, or treating the produced water.  Processor shall provide justification and rationale for any cost increase for Producer’s review.  

4.2 Monthly Minimum Production Handling Fee.  If Production Handling Fees do not equal or exceed _______________ Dollars ($_______) in any calendar month, then a minimum fee of _______________ Dollars ($_______) shall be charged to Producer for such calendar month in lieu of Production Handling Fees based upon throughput for such month, regardless of actual throughput.  This provision shall become effective the first day of the first calendar month following Producer’s initial delivery of Satellite Well Production to Processor at the Host Processing Facility.

4.3 Annual Adjustment to the Production Handling Fees.  It is agreed by the Parties hereto that the Production Handling Fees stated in this Article IV (including the minimum fee) shall be revised on the first day of April of each year, beginning April 1, 20__, by the relevant increases (but not decreases) in the Overhead Adjustment Index as such is published by the Council of Petroleum Accountant Societies or COPAS (commonly referred to as the “COPAS Index”).

4.4 Curtailment of Production Handling Services by Processor.  Producer’s obligation to pay Processor the monthly minimum Production Handling Fees provided for in Section 4.02 hereof shall be reduced on a pro rata basis in the event the Host Processing Facility is incapable of processing/handling Satellite Well Production for a period of fifteen (15) consecutive days, or such longer period of consecutive days.  In such case the monthly minimum Production Handling Fees shall be calculated by multiplying the handling fee provided for in Section 4.02 by a fraction, the numerator of which is the number of days during the month in which Processor was capable of processing/handling Satellite Well Production and the denominator of which is the total calendar days in such month.

4.5 Downtime Fee.  At any time should the Host Processing Facility incur downtime associated with Producer’s activities (“Downtime”) such as but not limited to installation, construction, repair or maintenance, Processor shall apply the following calculation to determine a “Downtime Fee” which will be paid by Producer to Processor.  The Downtime Fee is to be calculated according to the number of hours of Downtime per Downtime event on the basis of Processor’s average daily net production for the previous forty-five (45) days, and on the basis of the average published commodity price, for like kind and grade of product, which Processor would have received during such Downtime period, as follows:

Downtime Fee =
(AxB) x (C)

45 x 24

Where:

A =
number of hours of Downtime per Downtime event

B =
Processor’s total daily net working interest production in MCF equivalent for previous forty-five (45) days

C =
Processor’s average commodity sale price (net of any transportation, gathering, fuel and other marketing costs which would have been reasonably incurred) during the period of any Downtime 

4.6 Initial Construction Downtime Fee.  Notwithstanding the foregoing in the above Section 4.05, should the operations involving the initial tie-in and connection of the Satellite Well to the Host Processing Facility or other initial construction, modifications or additions to accommodate handling of the Satellite Well Production require the interruption of the handling of other production on the Host Processing Facility for a period exceeding 24 consecutive hours, (hours exceeding 24 hours referred to as the “Downtime Period”), then Producer shall pay Processor an “Initial Construction Downtime Fee” for all production not handled during the Downtime Period.  The amount of such fee will be calculated as follows:

Initial Construction Downtime Fee =
(AxB) x (C)




45 x 24

Where:
A =
number of hours of Downtime per Downtime event within the Downtime Period

B =
Processor’s total daily net working interest production in MCF equivalent for the previous forty-five (45) days

C =
Processor’s average commodity sale price (net of any transportation, gathering, fuel and other marketing costs which would have been reasonably incurred), during the period of any Downtime operations involving the tie-in and connection of the Satellite Well to the Host Processing Facility
4.7 [Optional Provision] Fee Limitation.  Notwithstanding the above, the Initial Construction Downtime Fee will not be charged for a single, one-time consecutive 24 hours of Downtime and the Downtime Fee will be capped at seventy-two (72) hours production equivalent at which time Processor, at its option, may recommence its production that was shut-in as a result of the 96 hour Downtime.

Article V. 
MISCELLANEOUS Rentals and Fees

5.1 Drilling Rig Anchors.  In the event Processor incurs extra expense for drilling rig anchors when conducting exploration activities due to the path of the flowline from Satellite Well to Host Processing Facility, Producer will reimburse Processor for the costs to pre-set anchors and any costs and expenses incidental to setting the pre-set anchors.

5.2 Connection Fee.  Producer shall pay Processor a one-time connection fee of $__________ as consideration for the right-of-use of Processor’s platform space and Processor’s costs associated therewith.

5.3 Risers and Pull Tubes.  If made available by Processor, Producer may choose to use and rent one of the pre-installed risers and pull tube to be designated by Processor. Producer may remove the designated riser and replace the riser at its discretion.  The rental payments would be as follows: 

(a) Riser 

1st year

$________/year in equal monthly installments

Thereafter 

$________/year in equal monthly installments

(b) Pull Tube 

1st year

$________/year in equal monthly installments

Thereafter 

$________/year in equal monthly installments

Minimum rental is for ______ (__) years. After ______ (__) years of rental payments, no riser or pull tube rental payment is required. 

Article VI. 
ACCOUNTING PROVISIONS

6.1 Producer Payment Covenants.  Producer covenants and agrees to timely pay all bills and invoices associated with its obligations under this Agreement and to timely pay its contractors and subcontractors for work performed by such in association with this Agreement. Processor reserves the right to shut-in Producer’s production and discontinue all services defined herein, for non-payment of all fees associated with this Agreement until Producer cures all Defaults promptly.   Producer covenants and agrees to not permit any liens or other encumbrances be filed against the Host Processing Facility or any part thereof as of a result of Producer’s failure to timely pay any bill or invoice, and further agrees to indemnify, defend and hold harmless Processor from any such liens or encumbrances that may arise as a result of Producer’s acts or omissions in association with this Agreement.

6.2 Monthly Invoices. Processor will invoice Producer on or before the last day of each month for the processing fees and any other charges required  by this Agreement for the preceding month.  Statements that identify the nature of all charges or credits will accompany such invoices.  Unusual charges and credits shall be separately identified and described in detail. 

6.3 Payment and Interest.  Producer shall pay all invoices within sixty (60) days after receipt.  If payment is not made as required, the unpaid balance shall bear interest monthly at the prime rate in effect at the JP Morgan Chase Bank, New York, New York, on the first day of the month in which delinquency occurs plus five percent (5%), or the maximum contract rate permitted by the applicable usury laws, whichever is the lesser, plus attorneys’ fees, court costs and other costs in connection with the collection of unpaid amounts.  Processor shall have the right to offset any amounts owed by Processor to Producer against any amounts owed by Producer to Processor hereunder.

6.4 Invoice Adjustment.  Payment of any such invoices shall not prejudice the right of Producer to protest, contest or question the correctness thereof; provided, however, all invoices and statements rendered to Producer by Processor during the calendar year shall be presumed to be conclusively true and correct after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) month period Producer makes a written exception thereto and makes claim on Processor for adjustment.  No adjustment favorable to Processor shall be made unless it is made within the same prescribed period.

6.5 Right to Audit.  Upon written notice to Processor, Producer, it auditors, contractors and representatives shall have the right to audit Processor’s accounts and records relating to the allocation of production and all billings rendered hereunder for any calendar year within the twenty-four (24) month period following the end of such calendar year.  Processor agrees to retain all pertinent records relating to the allocation of production, results of tests, and any billing rendered pursuant to this Agreement for the twenty-four (24) month period described above (and for any additional period as may be necessary to permit Producer to complete any audit commenced within such twenty-four (24) month period); provided, however, the making of an audit shall not extend the time for taking written exception to and the adjustments of accounts as provided for in Section 6.04 of this Agreement.  Producer shall have access at all reasonable times to the above records maintained by Processor in connection with or related to this Agreement.  In this regard, Producer shall make every reasonable effort to conduct its audits in a manner that will result in a minimum of inconvenience to Processor.  Processor shall bear no portion of Producer’s audit costs incurred under this Section 6.05 unless otherwise agreed to by Processor. 

6.6 Security Interest.  

(a) Grant of Security Interest.  To secure the prompt, unconditional and complete payment and performance of any and all amounts due under this Agreement, including, but not limited to, any unpaid amounts owed hereunder from time to time, each Producer grants to Processor a continuing security interest in (i) its allocated share of Satellite Well Production, and (ii) and all proceeds thereof (collectively, the “Collateral”).  This security interest shall attach to the applicable Producer’s allocated share of Satellite Well Production only while such share of production is in the possession of Processor on the Host Processing Facility.  Once processed Satellite Well Production is delivered to the Redelivery Point, this security interest shall only attach to the proceeds from the sale of Producer’s allocable share of Satellite Well Production. 

(b) Financing Statement.  Each Producer hereby (i) agrees to execute and deliver any documents (including a UCC-1 financing statement), or take any action, reasonably requested by Processor, to perfect, protect, preserve, or enforce the security interest granted herein, (ii) irrevocably authorizes Processor, or its agents or representatives, at any time and from time to time, without notice to or the consent of the Producer, to file one or more financing statements (and any amendments thereto) relating to the Collateral and including any information required for such financing statement (or amendment) to be sufficient under the UCC.

(c) Processor’s UCC Rights.  For accounts more than sixty (60) days past due, and subject to an additional thirty (30) days from the date upon which Producer receives a written demand notice from Processor, Processor shall be entitled to exercise any and all rights and remedies of a secured party under the UCC.  In addition, Processor shall have the right at any time, and from time to time, to the extent permitted by law, to collect and receive the proceeds from the sale of all or any part of the defaulting Producer’s allocated share of Satellite Well Production, including the proceeds from previously executed sales contracts made by the defaulting Producer, until the amount owed by the defaulting Producer has been paid in full.  The Operator shall apply all amounts so collected to pay the unpaid amounts (including interest as set forth in Section 6.03) under this Agreement, with the balance of such proceeds, if any, being paid to the delinquent Producer.  All amounts so applied shall be deemed received from the Producer within the meaning of the provisions of this Agreement.  

(d) Proceeds and Applicable Law.  Service of a copy of this Agreement upon any purchaser of all or any part of defaulting Producer’s Satellite Well Production shall constitute written authorization by the defaulting Producer for such purchaser to pay the proceeds from such sale to the Processor during such delinquency, provided that, such purchaser shall be deemed to have been notified of such authorization prior to the time of such service.


For the purposes of this Section 6.06, “UCC” shall mean (i) the Uniform Commercial Code, as adopted and in effect from time to time in the jurisdiction where Producer is located, and (ii) if the UCC provides that the law of another jurisdiction governs certain matters, then, in respect of such matters, the Uniform Commercial Code as adopted and in effect from time to time in such jurisdiction.

Article VII. 
INSPECTIONS 
Producer, or its designee, shall have the right to inspect Processor’s processing activities conducted at the Host Processing Facility; provided Producer gives at least twenty-four (24) hours oral notice to Processor of its intent to inspect such activities and provided such inspection does not, in the sole opinion of Operator, interfere with Operator’s operations or activities at the Host Processing Facility.  Any inspection or boarding of the Host Processing Facility by Producer shall be at the sole cost, risk, and expense of Producer, and Processor shall have no obligation to furnish transportation to Producer. If requested by Processor, Producer shall execute Processor’s boarding agreement prior to boarding the Host Processing Facility.

Article VIII. 
WELL UNLOADING OPERATIONS
8.1 Completion and Workover Fluids.  Prior to delivery of Satellite Well Production to the Host Processing Facility for production handling by the Processor, the Producer shall unload and dispose of completion and workover fluids and solids contained in any well connected (directly or indirectly) to the Host Processing Facility (“Well Unloading Operations”) .  Prior to performing any Well Unloading Operations on or adjacent to the Host Processing Facility, the Operator shall approve the procedures and equipment to be used during the Well Unloading Operations and shall be allowed to witness such Well Unloading Operations.

Article IX. 
PRODUCTION COMPATIBILITY
9.1 Production Changes.  Processor agrees to immediately notify Producer of Satellite Well Production changes that may affect the Host Processing Facility.  Producer also agrees to immediately notify Processor of production changes that may affect the Host Processing Facility.  Such production changes include, but are not limited to, shut in of well, re-opening of well, unloading of well, severe well heading problems, and production of acid, sand, excessive concentrations of H2S or CO2 inhibitors or other chemicals.  

9.2 Emulsion or Processing Problems.  In the event emulsion or processing problems (including corrosion due to the presence of CO2 or H2S) at the Host Processing Facility are suspected or determined to be caused by Satellite Well Production, or chemicals, detergents or fluid added to the Satellite Well Production stream, then Producer shall be responsible for all direct costs incurred by Processor in confirming and correcting such problems at the Host Processing Facility and Processor shall have the right to shut-in Satellite Well Production until such problems are corrected.  Processor shall notify Producer in writing as soon as reasonably possible if such problems requiring corrective action or such shut-in occur.  Processor will notify Producer in writing if costs to correct such production related problems exceed Ten Thousand Dollars ($10,000) in any given calendar month.  Producer also agrees to pay or reimburse Processor for all costs, charges and expenses which are attributable to Satellite Well Production as a result of changes which must be made to comply with federal, state or industry regulations, rules, or codes or third party pipeline/transporter specifications which require Processor to add additional chemicals or to further process or treat the Satellite Well Production stream.

Article X. 
PRODUCTION QUALITY SPECIFICATIONS
10.1 Pipeline/Transporter’s Specifications.  Satellite Well Production shall be subject to and shall meet the hydrocarbon quality specifications of any pipeline/transporter or other party or parties taking custody of Satellite Well Production at or downstream of the Redelivery Point. Any additional processing facilities, chemicals or services required in order for Satellite Well Production to meet such specifications shall be the sole responsibility of and installed at the sole cost of Producer.  In the event Satellite Well Production does not, in the sole discretion of Processor, meet applicable hydrocarbon quality specifications, Processor may suspend Production Handling Services at the Host Processing Facility for Satellite Well Production.

10.2 Producer’s Indemnity for Off-Spec Gas.  Producer agrees to pay or reimburse Processor for charges, fees, costs or penalties and to indemnify, defend and hold Processor harmless from and against any and all claims, demands, obligations, leaseholds and causes of action (including attorneys’ fees and costs of dispute resolution) incurred by Processor which are attributable to Satellite Well Production delivered from the Satellite Well which fails to meet the specifications which the gas transporter/gas pipeline company has prescribed.

10.3 Compensation to Processor for Lower Quality Oil.  In the event Producer’s liquid hydrocarbon production is of a lower quality or gravity as compared to Processor’s liquid hydrocarbon production, Producer agrees to compensate Processor for any diminution in value caused by or attributed to the commingling of Producer’s production with Processor’s production. Such compensation due to Processor shall be determined in accordance with the quality and/or gravity adjustments procedure, by a determined downstream pipeline or, in absence of such an adjustment procedure, by a mutually acceptable quality and/or gravity adjustment procedure consistent with industry practices and adopted by the Parties herein which will put Processor in a similar economic position had Processor sold its production prior to or without commingling with Producer’s production.
10.4 Quality Bank.  Upon their mutual agreement, Producer and Processor may cause Operator to implement a hydrocarbon quality bank.  The specific procedures of such hydrocarbon quality bank are provided in the attached Exhibit “C”. In the event the Parties elect to implement a hydrocarbon quality bank, and a conflict arises between the terms and provisions of the attached Exhibit “C” and this Article X, Exhibit “C” shall control and apply.

Article XI. 
FACILITY CAPACITY UTILIZATION
11.1 Capacity for Production Handling Services.  Processor shall retain the right to use all processing and handling capacity of the Host Processing Facility for Equity Production as it deems appropriate without any approval of Producer. For purposes herein, “Equity Production” is defined as____________________________. Processor will provide unutilized capacity to Producer under the terms and conditions of this Agreement (“Excess Capacity”) and subject to the priority hierarchy provided for below in this Section 11.01.  If Producer is utilizing handling and processing capacity at the Host Processing Facility and Processor wants or needs that Excess Capacity, it will give Producer thirty (30) days written notice of the curtailment of the Excess Capacity so that Producer can attempt to find another facility to handle and process its excess production.  Notwithstanding the foregoing provisions, Processor will allocate available capacity that is not otherwise being utilized by its Equity Production as follows: (i) first priority will be given to third party production being processed at the Host Processing Facility as of the date of this Agreement, (ii) second priority will be given to Satellite Well Production and (iii) third priority will be given to any other third party production being produced at the Host Processing Facility.  Furthermore, notwithstanding anything herein to the contrary, Producer shall have priority use of any processing or handling capacity resulting from the installation of Receiving Equipment paid for by Producer as provided in Section 2.07.

11.2 Compression.  In the event Producer should desire Processor to provide gas compression services for Producer’s gas and should Processor have excess compression capacity, Producer shall have the right to use such excess compression capacity for a fee of $.__ per stage of compression.  In the event there is no excess compression capacity, Producer, upon the written approval of Processor, may purchase and install a new or additional compressor as Receiving Equipment at Producer’s sole cost, risk, liability and expense on the Host Processing Facility, except that Operator will have the option to perform such installation on the Host Processing Facility at Producer’s sole cost , risk, liability and expense. Upon installation of a new or additional compressor on the Host Processing Facility, such compressor will be owned by Processor.  Producer shall have priority use of that Producer funded compressor capacity.  Processor shall have the right to use such Producer funded compressor capacity not used by Producer in any month, provided Processor bears a share of that month’s operating expenses and fuel for such compression based on the proportion of Processor gas volumes so compressed to total gas volumes so compressed for such month.

11.3 NGLs.  Producer retains the right, in its sole discretion, to extract natural gas liquids (NGL’s) from its gas and condensate production stream at an onshore plant. Producer does not relinquish title to Satellite Well Production, or any portion thereof, to Processor at any time as a result of handling and processing under this Agreement or for any other purpose. The risk of loss of Satellite Well Production, or any part thereof, shall remain with Producer at all times.

11.4 Receipt of Production during Processor Well Shut-In.  To the extent reasonably possible, Processor will continue to receive Satellite Well Production even when Processor’s well(s) are shut-in for market or operational reasons.

Article XII. 
MONTHLY PRODUCTION CALCULATION OF GAS, OIL AND CONDENSATE
12.1 Total Facility Production.  Satellite Well Production will be commingled with other oil/condensate, gas and water production handled/processed at the Host Processing Facility (“Other Production”) and Total Facility Production shall be metered at the appropriate Gas Redelivery Point or Oil Redelivery Point.  “Total Facility Production” shall mean the aggregate of Satellite Well Production and Other Production. Monthly oil, gas and condensate production will be measured, calculated and allocated in accordance with the BSEE approved surface commingling permit and as provided in Sections 12.02 and 12.03 below:

12.2 Oil/Condensate Production.  
(a) Total Net Oil Sales.  Total oil/condensate production metered for allocation purposes (“Total Oil Sales”) will be determined from the export oil/condensate sales meter on the Host Processing Facility.  The gross barrels will be adjusted for BS&W, meter factor, flash factor and temperature correction factor to obtain net standard barrels based on sampling taken at least once monthly by Processor (“Total Net Oil Sales”).

(b) Producer’s Net Theoretical Oil.  Producer’s oil/condensate production for allocation purposes (“Producer’s Theoretical Oil”) will be determined based on production information obtained from well tests performed utilizing the dedicated separator located on the Host Processing Facility prior to being commingled with Other Production.  Producer’s gross barrels will be adjusted for BS&W, meter factor, temperature correction factor and flash factor to obtain net standard barrels (“Producer’s Net Theoretical Oil”).  

(c) Other Production Net Theoretical Oil.  Allocation for oil/condensate production associated with Other Production (“Other Production Theoretical Oil”) will be determined based on production information obtained from well tests performed utilizing the test separator located on the Host Processing Facility prior to being commingled with Satellite Well Production.  The gross barrels associated with the Other Production will be adjusted for BS&W, meter factor, temperature correction factor and flash factor to obtain net standard barrels (“Other Production Net Theoretical Oil”).  

(d) Oil Sales Volumes Allocated to Producer.  Actual oil sales volumes allocated to Producer for any given month shall be determined by dividing the Producer’s Net Theoretical Oil by the sum of Producer’s Net Theoretical Oil plus Other Production Net Theoretical Oil (“Total Production Net Theoretical Oil”) and multiplying that quotient by the Total Net Oil Sales, as such calculation is depicted below:
	(Producer’s Net Theoretical Oil)   X   (Total Net Oil Sales)

	(Total Production Net Theoretical Oil)


(e) Oil Sales Volumes Allocated to Other Production.  Actual oil sales volumes allocated to Other Production for any given month shall be determined by dividing the Other Production Net Theoretical Oil by the Total Production Net Theoretical Oil and multiplying that quotient by the Total Net Oil Sales, as such calculation is depicted below:

	(Other Production Net Theoretical Oil)   X   (Total Net Oil Sales)

	
(Total Production Net Theoretical Oil)


12.3 Gas Production:

(a) Total Gas Sales.  Total gas sold from the Host Processing Facility will be based upon the gas sales meter located on the Host Processing Facility.  The gas sales volume as measured by the gas sales meter will be adjusted to an MCF basis for allocation purposes (“Total Gas Sales”) based upon gas analyses conducted by the gas purchaser.

(b) Producer’s Gas MCF.  Producer’s gas production for allocation purposes (“Producer’s Theoretical Gas”) will be determined based on production information obtained from well tests performed utilizing the dedicated separator located on the Host Processing Facility prior to being commingled with Other Production.  Producer’s Theoretical Gas volume will be adjusted to an MCF basis (“Producer’s Gas MCF”).  

(c) Other Production Gas MCF.  Allocation for gas production associated with Other Production (“Other Production Theoretical Gas”) will be determined based on production information obtained from well tests performed utilizing the test separator located on the Host Processing Facility prior to being commingled with the Satellite Well Production.  Other Production Theoretical Gas volume will be adjusted to an MCF basis (“Other Production Gas MCF”).  

(d) Gas Sales Volumes  Allocated to Producer.  Actual gas sales volumes allocated to Producer for any given month shall be determined by dividing the Producer’s Gas MCF by the sum of Producer’s Gas MCF plus Other Production Gas MCF (“Total Production Gas MCF”) and multiplying that quotient by the Total Gas Sales, as such calculation is depicted below:

	Producer’s Gas MCF
(less fuel, flare and vent)   X   Total GasSales (MCF)

	Total Production Gas MCF
(less fuel, flare and vent)


(e) Gas Sales Volumes Allocated to Other Production.  Actual gas sales volumes allocated to Other Production for any given month shall be determined by dividing the Other Production Gas MCF by Total Production Gas MCF and multiplying that quotient by the Total Gas Sales, as such calculation is depicted below

	Other Production Gas MCF

(less fuel, flare and vent)   X   Total GasSales (MCF)

	Total Production Gas MCF

(less fuel, flare and vent)


12.4 “Gas”.  The term “gas” as here employed means those hydrocarbons which remain in a gaseous or vaporized state after being subjected to normal atmospheric pressure and shall include both sales of natural gas and condensate flash gas, as well as any consumption of fuel gas or loss of flare or vent gas.  
12.5 Allocation Statement. Processor shall maintain BTU measurements for audit purposes and use its best efforts to provide Producer with a monthly allocation statement by the thirtieth (30th) workday of the month following the production month.

12.6 Shrinkage.  Producer’s monthly liquid hydrocarbon volumes shall be adjusted for shrinkage as determined by an independent third party.  Processor, or personnel designated by Processor, shall obtain samples monthly, for the differential flash vaporization test run to determine the shrinkage factor.  Producer shall be notified forty-eight (48) hours in advance and shall have the right to witness all liquid sampling.

12.7 Water Allocation.  Producer’s water production volume will be allocated based upon well tests performed utilizing the dedicated separator located on the Host Processing Facility prior to being commingled with the Satellite Well Production.

12.8 Commingling.  It is mutually understood that the gas, condensate, oil and water produced from the Satellite Well will be commingled with other gas, condensate, oil and water under conditions which will require the approval of the BSEE; therefore, before said gas, condensate, oil and water can be accepted by Processor, Processor will obtain, or have in place, appropriate commingling authority from the BSEE.  Processor and Producer agree to assist each other by providing all information required in order to obtain such approval.  In the event the surface commingling permit issued by the BSEE conflicts with this Agreement, the document with the stricter standard or language shall apply.

12.9 Liquids Meters.  Fluid turbine allocation meters, if any, shall be installed and maintained in accordance with standards contained in the most recent API Manual of Petroleum Measurement Standards (MPMS) for recording lease liquid hydrocarbon production.  The liquid meters shall be proven monthly by Processor or its designated personnel using an industry-standard prover at the sole cost and expense of Producer.  Producer shall have the right to witness all liquid meter calibrations.  Processor’s personnel or designee will make repairs to all meters as necessary.  No accounting adjustment will be made for allocation meters with a factor change of 2% or less since proven last.  The meter will be reproved before placing it back into service and a meter factor will be applied to correct for meter inaccuracy.  Allocation meters with a factor change of more than 2% will be subject to an accounting adjustment.  The volumes will be adjusted by averaging the current factor with the previous factor.  The average factor will be applied to all volumes metered during the time period since the previous test.  The meter will be reproved before placing it back into service.  Allocation meters with a factor change of 7% or greater shall be repaired and re-proven prior to being placed back into service.

12.10 Gas Meters.  Orifice meters, electronic flow meters, temperature recorder or temperature probe, and other related equipment shall be installed and maintained as per Processor’s standards, and the volume calculated in accordance with the API Manual MPMS/Chapter 14 Natural Gas Fluids Measurement, latest edition.  Processor’s personnel or designee shall calibrate the gas meters at least once a month and immediately following a meter repair or replacement, per 30 CFR 250.1203 or any succeeding regulation promulgated by an applicable governmental authority, and send the appropriate documentation to each Party’s designated personnel by the fifth (5th) business day of the following month.  If the gas meter equipment calibration reveals a deviation of less than 2%, then all of the previous volumes measured by such equipment shall be deemed correct. The meter will be calibrated to 0% deviation prior to placing the orifice back in operation.  When the deviation exceeds 2%, the volumes delivered during such period since the previous test shall be considered inaccurate.  If the exact time can be determined when the meter began to read inaccurately, then the volumes will be adjusted to correct for the total error from that point.  If the Parties cannot agree on the exact point at which the meters began to record inaccurately, then for accounting purposes, subject to Producer’s audit rights, the volumes will be adjusted for the last one half of the period since the last calibrations not to exceed fifteen (15) days.  In the event of a meter breakdown, Processor shall notify Producer as soon as possible and adjustments will be made based on most recent accurately measured flow records as agreed to by the Parties.

12.11 Equitable Treatment.  All of Processor’s and Producer’s meter calibrations and volume allocations for hydrocarbon volumes flowing to the Host Processing Facility will be treated in a consistent and equitable manner and as necessary, all documentation will be forwarded to the appropriate designated personnel for each of the Parties.

12.12 Tests, Provings and Samplings.  Processor shall perform or cause to be performed well tests, meter provings and samplings (allocation and sales) on a monthly basis, and shall provide Producer with advance notice of same. Producer, or its designee, may witness any and all well tests, meter calibrations, meter provings and samplings at its sole cost and risk. Processor shall perform oil/condensate and/or gas sampling and analysis upon the request of Producer and at Producer’s sole risk.  Producer shall reimburse Processor for actual costs incurred.

12.13 CFR Adjustments.  All volumes of gas and oil/condensate measured at the Host Processing Facility which are used to allocate hydrocarbon production handled/processed at the Host Processing Facility shall be adjusted in accordance with 30 CFR 250.1202 and 30 CFR 250.1203, or any succeeding regulations promulgated by an applicable governmental authority, as appropriate.
Article XIII. 
GAS ADJUSTMENT 
13.1 Flare and Vent Gas.  Producer shall be allocated and shall bear its proportional share of monthly Host Processing Facility flare and vent gas based upon the ratio that Producer’s gas production bears to the total gas production on an MCF basis each month.

13.2 Fuel.  Producer shall be allocated and shall bear its proportional share of monthly Host Processing Facility fuel for the Satellite Well based upon the ratio of total gas production from the Satellite Well to the total gas from all wells handled/processed at the Host Processing Facility (on an MCF basis) each month.  In the event any or all gas produced from the Satellite Well is compressed, fuel utilized for compression will be allocated monthly based upon the ratio of gas production from the Satellite Well requiring compression to the total gas from all wells requiring compression (on an MCF basis) each month.  In the event the Host Processing Facility is an oil processing facility, Producer shall be allocated and shall bear its proportional share of monthly Host Processing Facility fuel for the Satellite Well based upon the ratio of total oil production from the Satellite Well to the total oil from all wells handled/processed at the Host Processing Facility (on a BOE basis, where “BOE” shall mean Barrel of Oil Equivalent with Gas being added to a STBbl of Oil at a ratio of six (6) MSCF per STBbl) each month.
13.3 Measurement. Gas used for any of the purposes described in this Article XIII shall be measured (i) at the dedicated separator on the Host Processing Facility, if such dedicated separator exists, and (ii), for verification purposes, or in the event no such dedicated separator exists, by well test(s).
13.4 Imbalances.  Should an imbalance exist at the end of any month, Processor shall account for the imbalance in the following manner:
(a)  Should the volume of gas owed to Producer, as determined by the measurement procedure specified in Article XIII exceed that which has been delivered to Producer (an “under-delivery”), Processor shall settle its obligation to Producer pursuant to the cash settlement provisions of Section 14.03; or
(b)  Should the volume of gas owed to Producer be less than the volume delivered to Producer (“an over-delivery”), Producer shall settle its obligation to
Processor by paying Processor pursuant to the cash settlement provisions of Section 14.03. 

 13.05   Gas Lift Supply. Processor shall have access to gas lift from the Satellite Well Production which shall be measured in accordance with Section 13.03 herein. Any such gas from the Satellite Well Production which is used by Processor will be added to Producer’s theoretical Gas in Article XII for allocation purposes under this Agreement. For any such gas lift which is part of Producer’s under-delivery under Section 13.04, Processor shall settle its obligation to Producer pursuant to the cash settlement provision of Section 13.04.

Article XIV. 
TRANSPORTATION AND DISPOSITION OF GAS, OIL AND CONDENSATE
14.1 Right to Take-in-Kind.  Producer shall take in kind or remain individually responsible for the sale and disposition of its allocated share of gas and oil/condensate production.  Processor shall have no liability for the cost of production, transportation and associated costs which are attributable and allocated to Satellite Well Production.

14.2 Gas Nominations.  Producer is responsible for making or causing to be made all gas nominations to the gas transporter.  Processor shall not be responsible for, or subject to, (a) any transporter pipeline scheduling problems or (b) monthly balancing provisions implemented by gas transporter, pursuant to its tariff, within Satellite Well gas transportation contracts that result from nominations, or lack of nominations, for which Producer is responsible.  In addition, any penalties incurred by Processor and/or its shippers under its transportation contracts as a result of Gas Pipeline Imbalances with the transporter, which are caused by, and can be attributed to Producer’s gas nominations or lack thereof, shall be borne by the Parties in the proportion that each individual Party’s over/under deliveries may have caused such penalty to be imposed on Processor.  For the purposes of this Article, “Gas Pipeline Imbalances” shall be defined as the difference between monthly gas nominations accepted by the gas transporter and the actual monthly volumes allocated by the transporter and recognized as a pipeline receipt for each Party’s account in accordance with the pipeline’s predetermined allocation methods. 

14.3 Field Imbalance.  The Parties recognize that gas sales attributed to the Satellite Well by the provisions of Article XII of this Agreement may differ from the volumes recognized as Satellite Well receipts by the gas transporter.  The difference between gas sales in MCF allocated to the Satellite Well by Processor pursuant to this Agreement and the gas sales in MCF recognized by the transporter as receipts for each Party’s account shall be referred to as a “Field Imbalance.”  Additionally, Producer recognizes that production from several natural gas fields may be processed at the Host Processing Facility, and as a result thereof, it is likely operational imbalances between the Satellite Well and other fields may occur due to the transporter’s nomination/allocation requirements.  The Parties agree to cash settle any Field Imbalance within sixty (60) days of the end of the month in which the Field Imbalance occurred.  Such settlement shall consist of a cash payment to the net under-delivered party (the net under-delivered party is the Party who is in a net under-delivered position for the period being settled; the net over-delivered party is the Party who is in a net over-delivered position for the period being settled) based on the valuation described below:  each month, Processor shall convert the monthly Field Imbalance to a dollar value by multiplying the monthly Field Imbalance by the first of month inside FERC index for  _________________ Pipeline for the month in which the Field Imbalance occurs. Producer’s and Processor’s monthly Field Imbalance will be credited or debited to each Party’s Field Imbalance account as the case may be, by Operator. Each Party’s account will be credited when more gas was actually delivered during the month than was deemed allocated to it by the gas transporter. Conversely, each Party’s Field Imbalance account will be debited when less gas was actually delivered during the month than was deemed allocated to it by the gas transporter. Operator agrees to provide the Parties a statement reflecting the monthly Field Imbalance, the adjusted dollar value with the individual costs in making such adjustments and the current status of each Party’s Field Imbalance account monthly. If each Party’s monthly Field Imbalance is a debit balance, Operator will issue an invoice to Parties impacted. Parties will have thirty (30) days to pay the monthly Field Imbalance value to Operator. If each Party’s monthly Field Imbalance is a credit balance, Operator shall disburse the revenues due the Party within sixty (60) days to cash settle this monthly Field Imbalance.

14.4 Oil/Condensate Nominations.  Producer is responsible for making or causing to be made all oil/condensate nominations to the oil transporter.  Processor shall not be responsible for, or subject to, any transporter pipeline scheduling penalties caused by nominations, or lack of nominations, for which Producer, or their designated marketer, is responsible.

14.5 Transportation Costs and Agreements.  Producer is responsible for arranging transportation for Satellite Well Production from the Redelivery Point.  Any and all transportation costs and/or processing costs for, or attributable to, Satellite Well Production are the responsibility of Producer.  Producer shall be responsible for entering into separate agreements for such transportation and/or processing. 

Article XV. 
ROYALTY AND TAX PAYMENTS
At all times while gas, oil and condensate are produced from any lease subject to this Agreement, Producer and Processor shall each pay or cause to be paid all royalty and taxes due and payable for all gas, oil and condensate attributed to its respective interest in any such lease along with any interest or penalties due.  The term “royalty” shall include royalty, overriding royalty, production payments, and similar interests.  The term “taxes” shall include production, windfall profits, severance and other similar taxes and shall be exclusive of any income taxes.    

Article XVI. 
INDEMNITY
16.1 Producer’s Indemnity for its Persons and Property.  Producer shall protect, defend, release, indemnify and hold Processor, its affiliates, its and their co-lessees, partners, joint venturers, co-Processor, and their respective contractors and subcontractors of every tier, and all of their respective agents, officers, directors, employees and representatives (hereinafter referred to collectively as “Processor Group”) harmless from and against all claims, losses, costs (including cost of defense and other litigation costs), suits, judgments, demands, damages, penalties, liabilities, debts, expenses and causes of action of whatsoever nature or character (collectively “Claims”), whether arising out of contract, tort, strict liability, or unseaworthiness of any vessel, directly or indirectly arising out of or related in any way to this Agreement or the activities to be conducted hereunder (including Producer Group’s ingress, egress or presence, loading or unloading of cargo, on any premises, whether land, buildings, platforms, aircraft, vessels or otherwise in connection with this Agreement) due to (i) bodily injury or death to any member of Producer Group, or (ii) loss or damage of property of any member of Producer Group, for any cause whatsoever, INCLUDING, WITHOUT LIMITATION, ANY SUCH CLAIMS ARISING OUT OF THE SOLE OR CONCURRENT NEGLIGENCE, FAULT OR STRICT LIABILITY OF THE PROCESSOR GROUP OR THE UNSEAWORTHINESS OF ANY PROCESSOR GROUP VESSEL; PROVIDED, HOWEVER, PRODUCER SHALL NOT BE OBLIGATED TO INDEMNIFY THE PROCESSOR GROUP TO THE EXTENT THAT ANY SUCH CLAIM (A) ARISES OUT OF THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY MEMBER OF THE PROCESSOR GROUP, OR (B) IS COVERED BY THE PROVISIONS OF SECTION 16.04. In addition, Producer shall protect, defend, release, indemnify and hold Processor Group harmless from and against all Claims, whether arising out of contract, tort, strict liability, or unseaworthiness of any vessel, directly or indirectly arising out of or related in any way to this Agreement or the activities to be conducted hereunder (including Producer’s and its contractors’ ingress, egress or presence on any premises, whether land, buildings, platforms, aircraft, vessels or otherwise in connection with this Agreement) due to loss or damage of property of any member of Processor Group, to the extent SUCH CLAIM IS CAUSED BY THE NEGLIGENCE, STRICT LIABILITY OR OTHER FAULT OF Producer GROUP.
16.2 Processor’s Indemnity for its Persons and Property.  Processor shall protect, defend, release, indemnify and hold Producer, its affiliates, and its and their co-lessees, partners, joint venturers, co-Processor, and their respective contractors and subcontractors of every tier, and all of their respective agents, officers, directors, employees and representatives (hereinafter referred to collectively as “Producer Group”) harmless from and against all Claims, whether arising out of contract, tort, strict liability, or unseaworthiness of any vessel, directly or indirectly arising out of or related in any way to this Agreement or the activities to be conducted hereunder (including Processor Group’s ingress, egress or presence, loading or unloading of cargo, on any premises, whether land, buildings, platforms, aircraft, vessels or otherwise in connection with this Agreement) due to (i) bodily injury or death to any member of Processor Group, or (ii) loss or damage of property of any member of Processor Group, for any cause whatsoever, INCLUDING, WITHOUT LIMITATION, ANY SUCH CLAIMS ARISING OUT OF THE SOLE OR CONCURRENT NEGLIGENCE, FAULT OR STRICT LIABILITY OF THE PRODUCER GROUP OR THE UNSEAWORTHINESS OF ANY PRODUCER GROUP VESSEL; PROVIDED, HOWEVER, PROCESSOR SHALL NOT BE OBLIGATED TO INDEMNIFY THE PRODUCER GROUP TO THE EXTENT THAT ANY SUCH CLAIM (A) ARISES OUT OF THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY MEMBER OF THE PRODUCER GROUP, OR (B) IS COVERED BY THE PROVISIONS OF SECTION 16.03. In addition, PROCESSOR shall protect, defend, release, indemnify and hold PRODUCER Group harmless from and against all Claims, whether arising out of contract, tort, strict liability, or unseaworthiness of any vessel, directly or indirectly arising out of or related in any way to this Agreement or the activities to be conducted hereunder (including PROCESSOR’S and its contractors’ ingress, egress or presence on any premises, whether land, buildings, platforms, aircraft, vessels or otherwise in connection with this Agreement) due to loss or damage of property of any member of PRODUCER Group, to the extent   SUCH CLAIM IS CAUSED BY THE NEGLIGENCE, STRICT LIABILITY OR OTHER FAULT OF PROCESSOR GROUP.
16.3 Producer’s Environmental Indemnity.  Producer shall indemnify, defend and hold harmless Processor Group from and against all Claims arising out of or related to pollution, blowout, pipeline rupture, uncontrolled flow of oil, gas, water or any other substance from the Satellite Well, the Satellite Block, the gathering line and riser from the Satellite Well to the Host Processing Facility and Receiving Equipment installed on the Host Processing Facility upstream of the Receipt Point (the “Producer Assets”), fire or explosion, costs of regaining control of the Producer Assets and any incident at, or emanating from, the Producer Assets, INCLUDING, WITHOUT LIMITATION, ANY SUCH CLAIMS ARISING OUT OF THE SOLE OR CONCURRENT NEGLIGENCE, FAULT OR STRICT LIABILITY OF THE PROCESSOR GROUP OR THE UNSEAWORTHINESS OF ANY PROCESSOR GROUP VESSEL; PROVIDED, HOWEVER, PRODUCER SHALL NOT BE OBLIGATED TO INDEMNIFY THE PROCESSOR GROUP TO THE EXTENT THAT ANY SUCH CLAIM ARISES OUT OF THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY MEMBER OF THE PROCESSOR GROUP.
16.4 Processor’s Environmental Indemnity.  Processor shall indemnify, defend and hold harmless Producer Group from and against all Claims arising out of or related to pollution, blowout, pipeline rupture, uncontrolled flow of oil, gas, water or any other substance from the Host Processing Facility (excluding the Producer Assets), fire or explosion, costs of regaining control of the Host Processing Facility (excluding the Producer Assets) and any incident involving its associated pipelines, INCLUDING, WITHOUT LIMITATION, ANY SUCH CLAIMS ARISING OUT OF THE SOLE OR CONCURRENT NEGLIGENCE, FAULT OR STRICT LIABILITY OF THE PRODUCER GROUP OR THE UNSEAWORTHINESS OF ANY PRODUCER GROUP VESSEL; PROVIDED, HOWEVER, PROCESSOR SHALL NOT BE OBLIGATED TO INDEMNIFY THE PRODUCER GROUP TO THE EXTENT THAT ANY SUCH CLAIM ARISES OUT OF THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY MEMBER OF THE PRODUCER GROUP.  
16.5 Consequential Damages.  EACH PARTY (I) AGREES THAT ONLY ACTUAL DAMAGES SHALL BE RECOVERABLE BY IT AGAINST ANY OTHER PARTY, OR ITS DIRECTORS, OFFICERS, EMPLOYEES, CONTRACTORS OR AGENTS, UNDER THIS AGREEMENT AND (II) HEREBY WAIVES ANY RIGHT TO RECOVER SPECIAL, PUNITIVE, CONSEQUENTIAL, INCIDENTAL OR EXEMPLARY DAMAGES, LOSS OF PRODUCTION OR LOST PROFITS (WHETHER BASED ON STATUTE, CONTRACT, TORT OR OTHERWISE, AND WHETHER OR NOT ARISING FROM ANY PARTY’S SOLE, JOINT OR CONCURRENT NEGLIGENCE, STRICT LIABILITY OR OTHER FAULT) FROM OR AGAINST ANY OTHER PARTY, OR ITS DIRECTORS, OFFICERS, EMPLOYEES, CONTRACTORS OR AGENTS, EXCEPT TO THE EXTENT SUCH PARTY SUFFERS SUCH DAMAGES TO AN UNAFFILIATED THIRD-PARTY IN CONNECTION WITH A THIRD-PARTY CLAIM FOR WHICH INDEMNIFICATION IS PROVIDED IN THIS AGREEMENT, IN WHICH EVENT SUCH DAMAGES SHALL BE RECOVERABLE.  For the avoidance of doubt, the Parties agree that this Section 16.05 shall not limit or effect Producer’s obligation to pay any Downtime Fee otherwise payable under the terms of Section 4.05.
16.6 Indemnification Procedures. 
(a) Notice; Defense; Settlement.  Whenever any claim shall arise for defense, indemnification and/or hold harmless (“Indemnification”) hereunder, the party or parties asserting a right to Indemnification hereunder (collectively, the “Indemnified Party”) shall promptly notify the party or parties that are obligated to provide such Indemnification (collectively, the “Indemnifying Party”) by written notice and shall include all details of such claim.  The Indemnifying Party shall, at its sole cost and expense, investigate, handle, respond to and provide defense for any investigation, claim, demand or suit for which it provides Indemnification under this Agreement. Any Indemnified Party shall be entitled to participate in, but not control, the defense of any such investigation, claim, demand or suit and in any event shall cooperate to the extent reasonably necessary to assist the Indemnifying Party in defending the investigation, claim, demand or suit.  If the Indemnifying Party does not elect to control the litigation as provided above, the Indemnified Party may defend against such investigation, claim, demand or suit in such manner as it may deem appropriate, including without limitation, settling such investigation, claim, demand or suit, after giving prior written notice to the Indemnifying Party on such terms as such Indemnified Party may deem reasonable and appropriate, and thereafter, the Indemnifying Party shall promptly reimburse the Indemnified Party for all losses and expenses covered by the claim for Indemnification.
(b) Costs; Participation.  The Indemnifying Party shall, at its sole cost and expense, investigate, handle, respond to and provide defense for any claim for which it gives Indemnification hereunder, provided that the Indemnified Party shall be afforded the right and opportunity to participate and retain counsel of its choice, at its expense, in any such investigation or defense.
16.07   [Optional Provision]  [If TX law applies and parties desire to comply with requirements of Texas Oilfield Ant-Indemnity Act]. Mutual Indemnities/Insurance.  In order to be in compliance with the Texas Anti-Indemnity Act (Chapter 127, Texas Civil Practice & Remedies Code as the same may be amended from time to time) regarding indemnification mutually assumed for the other Party’s sole or concurrent negligence, Producer and Processor (a) shall each support its indemnity obligations assumed under this Article XVI by insurance of the types and in the amounts specified in _________2 below (except Workers’ Compensation and Employer’s Liability), (b) agree that the indemnity obligations assumed by Producer under this Article XVI are limited to the extent of the coverage and dollar limits of insurance or qualified self-insurance as specified in _________2 below, which Producer as indemnitor has agreed to obtain for the benefit of Processor Group as indemnitees and (c) agree that the indemnity obligations assumed by Processor under this Article XVI are limited to the extent of the coverage and dollar limits of insurance or qualified self-insurance as specified in _________2 below, which Processor as indemnitor has agreed to obtain for the benefit of Producer Group as indemnitees. 
16.7 [Optional Provision]   [If LA law applies and parties desire to comply with LA Oilfield Anti-Indemnity Act and its Marcel Exception] Marcel Exception.
(a) Producer pays Processor’s Insurers.  With respect to the liabilities assumed by Processor hereunder with respect to death or bodily injury to persons arising under all non-maritime work or services performed by Processor for Producer under this Agreement in or offshore the State of Louisiana (collectively, “Processor’s Louisiana Liabilities”), if any, Producer on behalf of Producer Group shall pay Processor’s insurers the premium required by Processor’s insurers for extending its insurance policies to cover Producer Group for Processor’s Louisiana Liabilities by naming the Producer Group as an additional insured for Processor’s Louisiana Liabilities, waiving subrogation against Producer Group for Processor’s Louisiana Liabilities, and being primary with respect to any other coverage in favor of Producer Group for Processor’s Louisiana Liabilities, subject to policy terms, conditions and exclusions.  Upon written notification by Producer seeking the exercise of this option, Processor will arrange to have Producer billed for the premium required by Processor’s insurers.  Processor agrees that it will obtain a letter from its insurers confirming the extension (or provision) of insurance coverage in favor of Producer Group in accordance with the requirements set forth herein.  Nothing in this Article 16.08(a) shall affect any liabilities assumed or indemnities or insurance to be provided by Processor under this Agreement other than for Processor’s Louisiana Liabilities.
(b) Processor pays Producer’s Insurers.  Likewise, with respect to the liabilities assumed by Producer hereunder with respect to death or bodily injury to persons arising under all non-maritime work or services performed by Producer for Processor under this Agreement in or offshore the State of Louisiana (collectively, “Producer’s Louisiana Liabilities”), if any, Processor on behalf of Process Group shall pay Producer’s insurers the premium required by Producer’s insurers for extending its insurance policies to cover Processor Group for Producer’s Louisiana Liabilities by naming the Processor Group as additional insured for Producer’s Louisiana Liabilities, waiving subrogation against Processor Group for Producer’s Louisiana Liabilities, and being primary with respect to any other coverage in favor of Processor Group for Producer’s Louisiana Liabilities, subject to policy terms, conditions and exclusions.  Upon written notification by Processor seeking the exercise of this option, Producer will arrange to have Processor billed for the premium required by Producer’s insurers.  Producer agrees that it will obtain a letter from its insurers confirming the extension (or provision) of insurance coverage in favor of Processor Group in accordance with the requirements set forth herein.  Nothing in this Article 16.08(b) shall affect any liabilities assumed or indemnities or insurance to be provided by Producer under this Agreement other than for Producer’s Louisiana Liabilities.
16.8 Definitions.  The Parties agree that the terms “gross negligence” and “willful misconduct” as used in this Article XVI shall be defined in accordance with the law of the State of (INSERT STATE) and shall not include the definition set forth in the Oil Pollution Act of 1990 as amended (“OPA 90”), it being the intent of the Parties that even though an act or omission is deemed “gross negligence” or “willful misconduct” under OPA 90, such act or omission must meet the standards set forth by the laws of the State of (INSERT STATE) for “gross negligence” or “willful misconduct” in order to relieve a Party of its indemnification obligations hereunder.
Article XVII. 
INSURANCE
17.1 Insurance Types and Amounts.  Option 1. Producer shall, at all times during the term of this Agreement, carry and pay for the following types and amounts of insurance:

(a) Workers Compensation and Employer’s Liability.
(i) Workers Compensation Insurance in accordance with the laws of the jurisdiction in which operations are covered under this Agreement.

(ii) Employer’s Liability Insurance with a minimum limit of $1,000,000 per occurrence.

The Workers Compensation and Employer’s Liability insurance shall include coverage under the United States Longshoremen’s and Harbor Worker’s Compensation Act, Death on the High Seas Act, Outer Continental Shelf Lands Act, Jones Act and shall provide an Alternate Employer/Borrowed Servant endorsement and an “In-Rem” endorsement. 

(b) CGL. Commercial General Liability Insurance with $1,000,000 combined single limit per occurrence and $5,000,000 in the aggregate.

(c) Commercial Automobile Liability.  Commercial Automobile Liability Insurance covering owned, non-owned and hired automobiles with a combined single limit of $1,000,000 per occurrence.

(d) Charter’s Legal Liability.  Charter’s Legal Liability with a limit of $1,000,000 per occurrence to cover liabilities arising out of the use of any chartered barges or vessels in connection with this Agreement.

(e) Aircraft Liability.  If any operations contemplated under this Agreement require the use of aircraft, Producer must maintain Aircraft Liability Insurance with a limit of $1,000,000 per accident or occurrence.

(f) Umbrella Liability.  Umbrella Liability Insurance in excess of all above-described insurance, including liability for environmental damage, with a combined single limit per occurrence of $10,000,000.

(g) Other Insurance.  Producer shall at its sole expense acquire such other insurance as it deems proper to protect itself against any claims, losses, damages or destruction arising out of operations hereunder.

To the extent of the indemnity provisions assumed by Producer under this Agreement, coverage under all insurance required to be carried by Producer will be primary insurance and exclusive of any other existing and valid and collectible insurance. With the exception of Employer’s Liability and Worker’s Compensation insurance, each policy will name Processor Group as additional insured. Additionally, each policy will contain a waiver of subrogation rights against Processor Group.  The insurance obligations of Producer set forth herein are separate from Producer’s indemnity obligations under Article XVI of this Agreement, and the limits of insurance set forth above are in no way intended to limit Producer’s indemnity obligations under this Agreement.

Option 2
Both Parties shall, at all times during the term of this Agreement, carry and pay for the types and amounts of insurance as set forth on Exhibit “A” hereto and shall comply with the provisions set forth in such exhibit. 

Article XVIII. 
FORCE MAJEURE
18.1 Suspension of Obligations.  If by reason of Force Majeure, any Party is rendered unable, wholly or in part, to carry out its obligations under this Agreement, and if such Party gives notice of the particulars of such Force Majeure, within a reasonable time of the date it acquired knowledge of the existence of such Force Majeure, the obligations of each Party, so far as each such Party is prevented from carrying out its obligations under this Agreement by reason of such Force Majeure, shall be suspended during the continuance of any inability so caused, but for no longer period, provided that such event of Force  Majeure shall, so far as possible, be remedied with all reasonable dispatch.  The requirement that any Force Majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes or lockouts by acceding to the demands of an opposing party when such a course is inadvisable in the discretion of the Party having the difficulty. Notwithstanding the requirements of Article XX, a Party may give notice of Force Majeure by telephone or email, provided notice in conformity with Article XX follows as soon as practicable thereafter.

18.2 Definition.  The term “Force Majeure” shall mean any act, omission, or circumstances occasioned by or in consequence of any Acts of God, strikes, lockouts or other industrial disturbances, acts of the public enemy, terrorist acts, war, blockades, insurrections, riots, epidemics, lightning, earthquakes, fires, storms or other weather conditions requiring demobilization and/or evacuation of personnel, floods, washouts, arrest and restraints of governments and people, civil disturbances, explosions, breakage or accidents to platforms, equipment, machinery or lines of pipe (including collisions or impacts by vessels or aircraft), freezing of wells or lines of pipe, partial or entire failure of natural gas wells, any action, restriction, regulation, prohibition or other intervention by a governmental authority that would prohibit the performance of any action, covenant, agreement or obligation under this Agreement, and any other causes not reasonably within the control of the Party and not the result of the negligence of, or caused by the Party claiming suspension and which, by the exercise of due diligence, such Party has  been or is unable to overcome, whether affecting a Party hereto or its contractors or subcontractors. Force Majeure shall also include those instances for the purposes of constructing or maintaining facilities to enable the Party to fulfill its obligations hereunder, the inability of the Party to acquire or the delays on the part of the Party in acquiring, at reasonable costs and after the exercise of reasonable diligence, the materials and supplies required for such construction or maintenance, and the inability of the Party to secure or the delays in securing, after the exercise of reasonable diligence, permission from any governmental agency to use materials and supplies which the Party may have in its possession.  Changes in prices or market conditions or general factors making performance inconvenient or unprofitable shall not be considered Force Majeure.

Article XIX. 
INDEPENDENT CONTRACTOR
19.1 Independent Contractor.  Processor shall be an independent contractor with respect to the performance of all work hereunder, and neither Processor, nor anyone employed by it shall be deemed for any purpose to be the employees, agents, servants or representatives of Producer in the performance of any work or service or part thereof in any manner dealt with hereunder.  Producer shall have no direction or control of Processor, its employees and agents in Processor’s performance under this Agreement.

19.2 Louisiana Worker’s Compensation Act.  In all cases where employees of Processor and/or any other member of Processor Group (defined to include all direct, borrowed, special or statutory employees of Processor and/or any other member of Processor Group) are covered by the Louisiana Workers’ Compensation Act, La. R.S. 23:1021 et seq., Producer and Processor agree (a) that all work and services performed by the employees of Processor and all other members of Processor Group pursuant to this Agreement are an integral part of and are essential to the ability of Producer to generate Producer’s goods, products, and services for the purpose of La. R.S. 23:1061A(1). and (b) that Producer is the principal or statutory employer of such employees for purposes of La. R.S. 23:1061A(3).  Irrespective of Producer’s status as the statutory or special employer (as defined in La. R.S. 23:1031(C) or otherwise) of such employees, (i) Processor shall remain primarily and fully responsible for the payment of Louisiana workers’ compensation benefits to its employees, (ii) Processor shall cause all other members of Processor Group to remain primarily and fully responsible for the payment of Louisiana workers’ compensation benefits to their employees, and (iii) neither Processor nor any other member of Processor Group shall be entitled to seek contribution for any such payment from Producer Group.

Article XX. 
NOTICES
For the purpose of giving notice of termination, or any other notice that may be necessary in the performance of this Agreement, the following addresses shall be used until written notice is provided by either Party to the other of a change of such address: 

	As to Producer(s):
	As to Processor(s):

	(INSERT CONTACTS)
	


Article XXI. 
SUCCESSORS AND ASSIGNS
21.1 Assignment.  Producer shall not assign, convey, or transfer any of its rights, privileges, duties and/or obligations, in whole or part, under this Agreement without the prior written consent of Processor (which consent shall not be unreasonably delayed or withheld).  Notwithstanding the foregoing, should Producer assign an interest in the Satellite Well and associated lease, it shall be entitled to assign corresponding rights and obligations under this Agreement with written notice to Processor but without the need for obtaining Processor’s consent.  The written notice to Processor shall include name(s) of the assignee(s), pertinent details of the transaction, and state the portion of firm handling/processing capacity being conveyed with such interest in the Satellite Well.  Producer shall have no right whatsoever to sub-lease Host Processing Facility capacity, or any other provisions of this Agreement to any third parties.

21.2 Successors and Assigns.  Subject to Section 21.01 hereof, this Agreement and the rights, duties and obligations hereunder shall be binding upon and inure to the benefit of the Parties hereto and its and their respective successors, representatives and assigns.  Any assignment of this Agreement by either Party shall be effective only upon at least seven (7) days written notice to the other Party hereto.  Each Party shall remain responsible for any costs incurred by that Party under the terms of this Agreement prior to the date of notice to the other Party in writing of the assignment of this Agreement and the assignee’s acceptance of the terms of this Agreement. 

Article XXII. 
TERMINATION
Option 1
22.1 Term.  This Agreement, when executed, shall be effective as of the Effective Date and shall extend to and be binding upon the Parties hereto and their respective successors, representatives and assigns.  This Agreement will continue in effect for so long as the Satellite Well, or any of them, is producing or capable of producing to the Host Processing Facility; provided, however, that Processor or Producer may terminate this Agreement pursuant to Sections 22.02 or 22.03 or 22.04 below, subject to Producers’ fulfillment of all obligations and payment of all such fees which have accrued through the time of such termination. 
22.2 Partial or Total Loss of Host Processing Facility.  Upon partial or total loss of the Host Processing Facility resulting from fire, hurricane, explosion, or other incidents, including, without limitation, those as may be described in Section 18.02, Processor shall have no obligation to repair or replace the Host Processing Facility.  Processor shall give Producers thirty (30) days written notice to terminate this Agreement under such conditions of partial or total loss.  Producers’ obligation to pay the fees set forth in this Agreement will terminate upon any such partial or total loss of the Host Processing Facility.

22.3 Uneconomic Operation.  If Processor determines in its sole judgment that its continued operation of the Host Processing Facility would be uneconomic to Processor, and Processor therefore decides to salvage and abandon the Host Processing Facility, Processor will provide Producer with written notice of such decision.  Producer will then have sixty (60) days to reach a mutual agreement with Processor on a future course of action which may include, among other courses of action, the following:

A.
Termination of this Agreement;

B.
Enter into a mutually agreed upon leasing agreement; or

C. Assignment of the Host Processing Facility to Producer, which will include net abandonment liability compensation (re-use value minus salvage cost).

Except as provided in this Article XXII, if Processor and Producer fail to reach agreement on a future course of action within sixty (60) days after Processor’s notice to Producers hereunder, either Party, may, on written notice to the other Party, immediately terminate this Agreement, without further notice.
22.4 Uncured Default.  If either Party is in Default of its material obligations under this Agreement, the Party who is not in Default may terminate this Agreement upon thirty (30) days prior written notice to the defaulting party. “Default” shall mean: (i) any Party’s failure to pay or cause to be paid any amount owing under this Agreement (other than amounts disputed in good faith) within thirty (30) days of receiving a demand notice, or (ii) any Party’s unexcused failure to perform its obligations under any provision of this Agreement, which default is not cured within thirty (30) days from receipt of written notice to the defaulting Party.
22.5 Abandonment Agreement.  Notwithstanding the provisions of Section 22.03 above, any abandonment arrangement agreed to by Processor and Producer pursuant to the provisions of this Agreement shall be subject to the agreement and acceptance of the BOEM, BSEE.  

22.6 Processor Option to Reacquire.  In the event Producer takes ownership of the Host Processing Facility pursuant to Section 22.03(C) above, Processor shall have the option to regain ownership of the Host Processing Facility upon Producer’s subsequent delivery to Processor of a declaration of its intent to abandon the Host Processing Facility.  In the event Processor elects to regain ownership of the Host Processing Facility pursuant to this Article 22.06, Processor shall take ownership of the Host Processing Facility under the terms of a similar re-determination of net abandonment liability as provided for in Section 22.03 when Producer took ownership of the Host Processing Facility.
22.7 Effects of Termination.  Termination of this Agreement shall not relieve any Party of any of the obligations and liabilities that accrued against such Party prior to the termination of this Agreement.  Moreover, upon the termination of this Agreement, each Party shall remain responsible for decommissioning any facilities and equipment owned or leased by them in an orderly and workmanlike manner in accordance with applicable laws and contracts then in effect.

OPTION 2
22.01 Term.  When executed by all Parties, this Agreement shall be deemed effective as of the Effective Date and will continue in effect until the earlier of either of the following events occur: 

(a) Rejection of Surface Commingling Permit.  The BSEE issues a decision disapproving the surface commingling permit application submitted by the Processor pursuant to Section 2.04 or any other necessary permits and such decision has not been appealed or a revised application has not been filed; 
(b) Failure to Take Production. At the option of the Producer, upon written notice to Processor, at any time after the Processor or Operator have refused to provide Production Handling Services to Producer for Satellite Well Production for a period of ninety (90) continuous days through giving preference to providing production handling services to Processor or others and not as a result of shutdowns for construction, maintenance, regulatory compliance or Force Majeure;  

(c) Casualty to the Facility.   By Producer or Processor, if Processor elects not to repair or replace the Host Processing Facility after it has been damaged by fire, hurricane, explosion, or other incidents, including, without limitation, those as may be described in Section 18.02 to the extent it cannot perform the Production Handling Services and Processor has elected not to repair or replace it in accordance with Section 22.04; 
(d) Uncured Default. By the non-defaulting party upon thirty (30) days prior written notice to the defaulting party in the event of a Default; 
(e) Uneconomic Conditions.  In accordance with Section 22.05  below, if the Processor determines that the continued operation of the Host Processing Facility has become uneconomic, or
(f) Permanent Cessation of Production from Satellite Well. At the option of the Producer, upon the permanent cessation of Satellite Well Production from the Satellite Lease.

Article XXII. Effects of Termination.  Termination of this Agreement shall not relieve any Party of any of the obligations and liabilities that accrued against such Party prior to the termination of this Agreement.  Moreover, upon the termination of this Agreement, each Party shall remain responsible for decommissioning any facilities and equipment owned or leased by them in an orderly and workmanlike manner in accordance with applicable laws and contracts then in effect.

22.9 Remedies Upon Default.  If either Party is in Default of its material obligations under this Agreement, the Party who is not in Default may take such actions as it may be permitted to take under applicable law in consequence thereof, including, but not limited to, the right to suspend further performance (other than payment obligations unaffected by Force Majeure or effects on the banking or financial systems of the United States) under this Agreement and the right to terminate this Agreement in accordance with Section 22.01(d) above. “Default” shall mean: (i) any Party’s failure to pay or cause to be paid any amount owing under this Agreement (other than amounts disputed in good faith) within thirty (30) days of receiving a demand notice, (ii) any Party’s unexcused failure to perform its obligations under any provision of this Agreement, which default is not cured within thirty (30) days from receipt of written notice to the defaulting Party. 

22.10 No Obligation to Repair or Replace.  Upon partial or total loss of the Host Processing Facility resulting from, including but not limited to, fire, hurricane, explosion, or Force Majeure, Processor shall have no obligation to repair or replace the Host Processing Facility.

22.11 Uneconomic Conditions.  If continued operation of the Host Processing Facility becomes uneconomic in Processor’s sole opinion, including, without limitation, in the event the BOEM,  BSEE or both require upgrades or modifications to the Host Processing Facility that, in the sole discretion of Processor, would render the operation of the Host Processing Facility uneconomic, and, in any such case, the Processor deem it necessary to salvage and abandon the Host Processing Facility, Processor will promptly provide Producer written notice of such status. Subject to the obligations of Processor to other producers pursuant to agreements entered into prior to the Effective Date of this Agreement, Producer will then have ninety (90) days to reach mutual agreement with Processor on a future course of action including, but not limited to, the following: (a) termination of this Agreement, (b) entering into a mutually agreed upon leasing agreement, or (c) assignment of the Host Processing Facility to Producer, who shall become owner/Processor of record and assume all abandonment liability therefor.  Failure to reach written agreement between Processor and Producer on a future course of action within ninety (90) days of notice shall result in the termination of this Agreement.

22.12 Option to Regain Ownership.  In the event Producer should take ownership of the Host Processing Facility pursuant to Section 22.05 above and subsequently decides to abandon it, Processor shall have the option within thirty (30) days of receipt of notice from Producer to regain ownership of the Host Processing Facility subject to mutually acceptable terms.  

Article XXIII. 
ABANDONMENT LIABILITY 
23.1 Producer’s Abandonment Liability.  Abandonment and any required removal, and all liability associated therewith, of any of Producer’s production facilities and other facilities located upstream of the Receipt Point and the Receiving Equipment shall be the obligation of and shall be borne solely by Producer.  Abandonment and any required removal of Producer’s Receiving Equipment on the Host Processing Facility will be performed in accordance with applicable regulations and industry standards and are subject to advance approval by Processor, which approval shall not be unreasonably withheld. Operator shall have the option to require that Producer remove Producer’s equipment and property occurring on or within _____’ (_________ feet) of the Host Processing Facility as part of such abandonment, and Operator may perform such removal at the sole cost, risk and expense of Producer should Producer fail to timely perform such removal as hereinafter provided.  Such abandonment and removal of Producer’s equipment and property adjacent to the Host Processing Facility shall be completed by Producer: (i) within such time required by applicable law or regulation; (ii) if upon termination of this Agreement by Producer for cause within six (6) months subsequent to the termination of this Agreement; or (iii) if Processor is abandoning the Host Processing Facility, within six (6) months written notice by Processor to Producer, whichever is sooner.

23.2 Abandonment Liability for the Host Processing Facility.  Except as expressly set forth in Section 23.01, Producer shall have no plugging and abandonment or clean-up liability for the Host Processing Facility and any related production equipment located thereon; provided, however, that Producer does not acquire such Host Processing Facility pursuant to Article XXII.

Article XXIV. 
GENERAL PROVISIONS
24.1 Survival.  All provisions of this Agreement relating to audit, abandonment, indemnity and regulatory compliance shall survive termination of this Agreement.
24.2 Entire Agreement.  The terms of this Agreement express and constitute the entire agreement between the Parties with respect to the subject matter hereof and no implied covenants or liability of any kind on the part of the Parties is created or shall arise by reason of anything contained in this Agreement. This Agreement supersedes all prior or contemporaneous negotiations, communications, understandings, proposals, representations or agreements, whether oral or written, with respect to the subject matter hereof.
24.3 Amendment, Modification and Waiver.  This Agreement may be amended, modified, superseded or canceled, and any of the terms, covenants, representations, warranties or conditions hereof may be waived, only by a written instrument executed by all of the Parties, or, in the case of a waiver, by or on behalf of the Party waiving compliance.  The failure of any Party at any time or times to require performance of any provisions hereof shall in no manner affect the right at a later time to enforce the same.  No waiver by any Party of any condition, or of any breach of any term, covenant, representation or warranty contained in this Agreement, in any one or more instances, shall be deemed to be or construed as a further or continuing waiver of any such condition or breach or a waiver of any other condition or of any breach of any other term, covenant, representation or warranty.
24.4 Severability.  Any term or provision of this Agreement that is invalid or unenforceable in any jurisdiction shall be ineffective, as to such jurisdiction, to the extent of such invalidity or unenforceability, without rendering invalid or unenforceable the remaining terms and provisions of this Agreement or affecting the validity or enforceability of any terms and provisions of this Agreement in any other jurisdiction.  If any provision of this Agreement is so broad as to be unenforceable, each provision shall be interpreted to be only so broad as is enforceable.
24.5 Relationship of the Parties.  This Agreement is not intended to create, and shall not be construed to create a joint venture, association or partnership with respect to the Parties.  All obligations of the Parties under this Agreement are several and not joint. 
24.6 Not to be Construed Against Drafter.  Each Party has had an adequate opportunity to review each and every provision of this Agreement and to submit the same to legal counsel for review and advice.  Based on the foregoing, the rule of construction, if any, that a contract be construed against the drafter shall not apply to interpretation or construction of this Agreement.
24.7 Headings.  Titles and headings in this Agreement have been included solely for ease of reference and shall not be considered in the interpretation or construction of this Agreement.
24.8 Number and Gender.  Whenever the singular or masculine or neuter is used in this Agreement, the same shall be construed as meaning plural or feminine or body politic or corporate and vice versa where the context so requires, and the expression “person” shall refer to a body corporate and to a governmental body, agency or department as well as to a natural person.
24.9 Requisite Authority.  Each of the Parties hereto represents and warrants that it has the requisite capacity, power and authority to execute this Agreement and to perform the obligations to which it thereby becomes subject.
24.10 Counterpart Execution.  This Agreement may be executed in counterparts and, when each Party has executed a counterpart, all counterparts taken together shall constitute one Agreement, provided, however, that none of the said counterparts shall be effective until all Parties hereto have executed a counterpart hereof.
24.11 Governing Law.
(a) General Maritime Law.  This Agreement, the relationship of the Parties, and all issues and other matters arising directly or indirectly out of this Agreement shall, to the fullest extent possible, be construed pursuant to and governed by the General Maritime Laws of the United States.  If the General Maritime Laws of the United States are held to be inapplicable to this Agreement or any or all issues or other matters arising here from or is General Maritime Law incorporates the laws of a State, then Sections 24.11(b) and 24.11(c) shall apply, as appropriate, but only to the extent that United States Maritime Law is held to be inapplicable or incorporates the laws of a State.
(b) Texas (or Louisiana) Law.  If any court of competent jurisdiction determines that United States Maritime Law is not applicable to any relevant Party of this Agreement or the activities to be conducted hereunder or determines that under General Maritime Law that the laws of a State are incorporated, then such part of this Agreement and/or such activities shall, to the fullest extent enforceable under applicable law, be interpreted and enforced exclusively in accordance with the laws of the State of Texas (or Louisiana), excluding any choice of law rule that would refer to the laws of another jurisdiction.
(c) Law of the State in which Host Processing Facility is Located.  If any court of competent jurisdiction determines that neither United States Maritime Law nor the laws and regulations of the state of Texas/Louisiana are applicable to any relevant part of this Agreement or the activities to be conducted hereunder, then, such part of this Agreement and/or such activities, shall, to the fullest extent enforceable under applicable law, be interpreted and enforced exclusively in accordance with the laws of the state in which the Host Processing Facility is located.
(d) Conflicts of Law Principles.  Notwithstanding the choice of law provisions contained in this Section 24.11, no conflicts of law principles that would require the application of any law other than that expressly set forth in Section 24.11(a), (b) or (c), as appropriate, shall be applicable to this Agreement or the enforcement.  FURTHER, NO LAW, THEORY OR PUBLIC POLICY, WHETHER SET FORTH IN THIS SECTION 24.11 OR OTHERWISE, SHALL BE GIVEN EFFECT WHICH WOULD UNDERMINE, DIMINISH OR REDUCE THE EFFECTIVENESS OF THE WAIVER OF CONSEQUENTIAL DAMAGES PROVIDED IN SECTION 16.05, IT BEING THE EXPRESS INTENT, UNDERSTANDING AND AGREEMENT OF THE PARTIES THAT SUCH WAIVER IS TO BE GIVEN THE FULLEST EFFECT, NOTWITHSTANDING A PRE-EXISTING DEFECT OR THE NEGLIGENCE (WHETHER SOLE, JOINT OR CONCURRENT), GROSS NEGLIGENCE, WILLFUL MISCONDUCT, STRICT LIABILITY OR OTHER LEGAL FAULT OF ANY PARTY OR OTHERWISE.
24.12  Conflicts.  If a provision of an exhibit to this Agreement is inconsistent with a provision in the body of this Agreement, the provision in the body of this Agreement shall prevail.  
24.13  OPTION 1 Choice of Venue.  The Parties agree that for any claim, controversy or dispute arising out of, relating to or in connection with the interpretation of this Agreement or any activity or operation conducted or to be conducted hereunder which results in a formal legal action, venue  shall be exclusively in the state or federal courts venued in __________ County/Parish, ______ (INSERT STATE).  The Parties accordingly hereby consent to personal jurisdiction and venue in any action or proceeding brought in such jjurisdiction and venue and with respect to any such claim each Party waives, to the fullest extent permitted by law, any claim or objection such Party may now or hereafter have that personal jurisdiction or venue is not proper with respect to any such action or proceeding.  The prevailing Party in any such suit shall be entitled to recover all of its legal expenses, expert witness costs, court costs and other costs incurred in connection with such action.
24.12 OPTION 2 Alternative Dispute Resolution:  Any claim, controversy or dispute arising out of, relating to or in connection with the interpretation of this Agreement or any activity or operation conducted or to be conducted hereunder, shall be resolved in accordance with binding arbitration procedures set forth in Exhibit “XXIV” (Dispute Resolution Procedures) to this Agreement.  Any decision or award by the arbitrator shall be final, binding and non-appealable, and judgment may be entered thereon in any court of competent jurisdiction. However, claims for indemnity between or among the Parties shall be excluded from this provision when they arise out of or are related to a lawsuit filed by a third party.  

24.13 Media or Press Releases.  No Party shall issue a media or press release regarding the matters that are the subject of this Agreement unless such Party has obtained the prior consent of the other Parties; provided, however, that any Party that fails to object to a media or press release within three (3) business days following proper notice of the proposed media or press release will be deemed to have consented to such media or press release. Notwithstanding the foregoing, any Party may issue a release if required to governmental authorities having jurisdiction or the public, to the extent required by applicable laws or by those governmental authorities; or  to the extent required by the regulations of a recognized stock exchange.
24.14 Producer’s Employees, Consultants, Contractors, and Subcontractors.  Producer shall, and shall cause all of Producer’s consultants, contractors, subcontractors and other representatives to, pay all expenses in connection with employing, retaining, and supervising other persons necessary or appropriate for the performance of the Producer’s obligations under this Agreement, including compensation, salaries, wages, overhead, and administrative expenses incurred by such person, and as applicable, FICA and Medicare taxes, workers’ compensation insurance, retirements and insurance benefits and other such expenses.
24.15 Processor’s Employees, Consultants, Contractors and Subcontractors. Processor shall, and shall cause all of Processors’ consultants, contractors, subcontractors and other representatives to, pay all expenses in connection with employing, retaining, and supervising other persons necessary or appropriate for the performance of Processors’ obligations under this Agreement, including compensation, salaries, wages, overhead and administrative expenses incurred by such person as applicable, FICA and Medicare taxes, workers’ compensation insurance, retirements and insurance benefits, and other such expenses.
[Signature Page to Follow]
IN WITNESS WHEREOF, this Agreement is executed as of the date first above written. 
Producer
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By:
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EXHIBIT “A”
INSURANCE
Attached to and made a part of that certain Production Handling Agreement dated effective __________, by and between __________, __________ and __________, as Processor, and __________, __________ and __________, as Producer.  
EXHIBIT “B”

INDEX OF DEFINITIONS
Attached to and made a part of that certain Production Handling Agreement dated effective __________, by and between __________, __________ and __________, as Processor, and __________, __________ and __________, as Producer.  
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Operator                                                                                  Recitals

P


Parties                                                                                     Introductory Paragraph

Party                                                                                       Introductory Paragraph

Processor
                                                                        Introductory Paragraph
Processor Group
16.01

Processor’s Louisiana Liabilities
16.08(a)

Producer
                                                                        Introductory Paragraph

Producer Assets
16.03

Producer Group
16.02

Producer’s Gas MCF
12.03

Producer’s Louisiana Liabilities
16.08(b)

Producer’s Net Theoretical Oil
12.02

Producer’s Theoretical Gas
12.03

Producer’s Theoretical Oil 
12.02

Production Handling Fees
4.01

Production Handling Services
4.01

R

Receipt Point
2.01
Receiving Equipment
2.07

Redelivery Point
2.03

Royalty
15.00

S

Satellite Block






Recitals

Satellite Well






Recitals 

Satellite Well Production




Recitals





T

Taxes







15.00

Total Gas Sales





12.03

Total Facility Production




12.01

Total Net Oil Sales





12.02

Total Production Gas MCF




12.03

Total Production Net Theoretical Oil



12.02

Total Oil Sales






12.02

U

UCC







6.06

W

Well Unloading Operations




8.01

Willful Misconduct





16.09

EXHIBIT “C”
Attached to and made a part of that certain Production Handling Agreement dated effective __________, by and between __________, __________ and __________, as Processor, and __________, __________ and __________, as Producer.  
QUALITY BANK PROCEDURES
2Depending on the Insurance option chosen, these blanks will be filled in with “Article XVII” or “Exhibit A.”
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