6

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.

AAPL

MODEL FORM

DEEPWATER

PRODUCTION HANDLING

AND

OPERATING SERVICES AGREEMENT

AAPL - ______ (2006)

TABLE OF CONTENTS

Production Handling and Operating Services Agreement

1PREAMBLE

ARTICLE I  –  CONTRACT APPLICATION
2
1.1
Application in General
2
ARTICLE II  –  DEFINITIONS AND EXHIBITS
3
2.1
Preface
3
2.2
Definitions
3
2.3
Exhibits
10
ARTICLE III  –  INFRASTRUCTURE AND FACILITIES
10
3.1
Satellite Production System
10
3.2
Receiving Facilities
12
ARTICLE IV  -  SERVICES
13
4.1
General
13
4.2
Well Unloading
13
4.3
Producers’ Responsibilities
13
4.4
Lease of Platform/Riser Space
13
4.5
Energy Sources
13
4.6
Communication Equipment
13
4.7
Emergency Response
13
article v  –  fees & expenses/accounting procedures
13
5.1
 Operating and Maintenance Expenses
13
5.2
Fuel Gas
13
5.3
Infrastructure Access Fees
13
5.4
Future Governmental Regulations
13
5.5
Producers’ Sole Expense
13
5.6
Owners’ Sole Expense
13
5.7
Deferred Production Compensation
13
5.8
Royalties and Taxes
13
5.9
Quality Bank Payments
13
ARTICLE VI  -  CAPACITY
13
6.1
Host Capacity
Error! Bookmark not defined.
6.2
Satellite Capacity
13
6.3
Production Prioritization
13
6.4
Production Compatibility
13
article vii  –  metering and allocatIon
13
7.1
General Application
13
7.2
Permits
13
7.3
General Understanding
13
7.4
Production Flow Pattern
13
7.5
Measurement Standards
13
7.6
Production Allocation
13
7.7
Oil Meter Readings
13
7.8
Gas Adjustment
13
7.9
BTU Adjustment
13
7.10
Shrink and Flash Gas Adjustments
13
7.11
Transportation Losses
13
7.12
Downstream Products
13
7.13
Re-Allocations
13
7.14
Quality Bank
13
7.15
Third Party Contractors
13
ARTICLE VIII  –  GATHERING AND TRANSPORTATION
13
8.1
Product Disposition
13
8.2
Gas Imbalances
13
ARTICLE IX  –  SUSPENSION OF OPERATIONS AND FORCE MAJEURE
13
9.1
Product Disposition
13
9.2
Suspension of Obligation
13
9.3
Resolution
13
9.4
Suspension of Operation
13
9.5
Host Operator’s Right to Shut Down Operation on Host
13
9.6
Host Operator’s Right to Shut down Operations on Satellite
13
ARTICLE X  –  TERM, DEFAULT, AND TERMINAITON
13
10.1
Term of Agreement
13
10.2
Default
13
10.3
Termination by Owners
13
10.4
Termination by Producers
13
10.5
Responsibilities and Obligaitons at Termination
13
ARTICLE XI  –  LIABILITIES AND INDEMNIFICAITON
13
11.1
Liabilities
13
11.2
 Indemnification With Respect to Warranty of Title
13
11.3
Waiver of Consequential Damages
13
11.4
Inividual Obligations
13
11.5
Claims for Indemnification
13
ARTICLE XII  –  INSURANCE AND BONDS
13
12.1
Insurance
13
12.2
Bonds
13
ARTICLE XIII  –  SUCCESSORS AND ASSIGNS
13
13.1
Successors and Assigns
13
13.2
Assignment
13
article xiv  -  notices
13
14.1
Giving and Responding to Notices
13
14.2
Content of Notice
13
ARTICLE XV  -  ADMINISTRATIVE AND MISCELLANEOUS
13
15.1
Infrastructure Disclaimer
13
15.2
Disclaimer of Warranties
13
15.3
Host Access & Boarding
13
15.4
Representations and Warranties
13
15.5
Warranty of Title
13
15.6
Standard of Performance
13
15.7
Producers’ Employees, Consultants, and Contractors
13
15.8
Host Operator’s Employees, Consultants, and Contractors
13
15.9
Further Assurances
13
15.10
Non-Compliance Citations
13
15.11
Dispute Resolution
13
15.12
Waivers
13
15.13
Remedies
13
15.14
No Third Party Beneficiaries
13
15.15
Confidentiality Provisions
13
15.16
Commitment of Oil and Gas Reserves
13
15.17
Compliance With Laws and Regulations
13
15.18
Construction and Interpretation of this Agreement
13
15.19
Integrated and Entire Agreement
13
15.20
Amendment and Modification
13
15.21
Survivability
13
15.22
Existing Agreements
13
ARTICLE XVI  -  EXECUTION
13
16.1
Effect
13
16.2
Counterparts
13


PRODUCTION HANDLING

AND OPERATING SERVICES AGREEMENT

PREAMBLEtc  \l 1 "PREAMBLE"
This PRODUCTION HANDLING AND OPERATING SERVICES AGREEMENT together with its attached Exhibits (“Agreement”) effective as of ___________ __, 20__, (“Effective Date”) is entered into by and between _____________________ (“__________”), _____________________ (“__________) and ___________________________ (“____________”), hereinafter collectively referred to as the “Owners”, in their capacity as co-owners of the “Host” (as defined hereinbelow), and __________ (“__________”), _____________________ (“__________) and __________ (“___________”), hereinafter collectively referred to as the “Producers”, in their capacity as co-owners of the “Satellite Leases” (as defined hereinbelow) and “Satellite Production System” (as defined hereinbelow).  Each signatory hereto is sometimes referred to singularly as a “Party” or collectively as the “Parties”.

WITNESSETH:

WHEREAS, the Producers are the owners of the Satellite Leases and the Satellite Production System; and

WHEREAS, the Satellite Leases and Satellite Production System are operated by the “Satellite Operator” (as defined hereinbelow); and

WHEREAS, the Owners are the owners of the “Host Leases” (as defined hereinbelow) and the Host; and


WHEREAS, the Host Leases and Host are operated by the “Host Operator” (as defined hereinbelow); and

WHEREAS, the Producers desire to (i) connect the Satellite Production System to the Host, (ii) install control, monitoring and maintenance equipment associated with the Satellite Production System on the Host, and (iii) have the Host Operator operate the Satellite Production System from the Host; and

WHEREAS, the Producers desire to deliver “Satellite Production” (as defined hereinbelow) to the Host at the “Entry Point” (as defined hereinbelow) via the Satellite Production System; and 

WHEREAS, the Producers desire to utilize the Host for the processing and handling of Satellite Production so as to deliver pipeline quality products at the “Delivery Point” (as defined herein below); and

WHEREAS, the Producers, as set forth hereinbelow, request the Owners and Host Operator to:  (A) grant them the non-exclusive right to (i) connect the Satellite Production System to the Host, (ii) install control, monitoring and maintenance equipment on the Host, and (iii) connect the Satellite Production System to the Host and (B) (i) operate the Satellite Production System from the Host, and (ii) receive and accept at the Entry Point, process and handle, and deliver to the Delivery Point Satellite Production; and

WHEREAS, the Owners and Host Operator are willing to accommodate these desires and requests under the terms and conditions set forth below.


NOW, THEREFORE, in consideration of the premises, the mutual covenants and agreements contained herein, and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties agree as follows:

ARTICLE I  - CONTRACT APPLICATIONtc  \l 1 "ARTICLE I  –  CONTRACT APPLICATION"
1.1

Application in Generaltc  \l 2 "1.1
Application in General"
This Agreement governs and applies to the rights and obligations of the Parties relating, without limitation, to the (i) connection of the Satellite Production System to the Host, (ii) installation of control and monitoring equipment on the Host, (iii) processing and handling of Satellite Production delivered to the Entry Point via the Satellite Production System that is processed and handled on the Host between the Entry Point and the Delivery Point, and (iv) operation of the Satellite Production System from the Host, to the extent reasonably possible, by the Host Operator.  Conversely, this Agreement does not apply to the processing and handling of “Third Party Production” (as defined hereinbelow) on the Host nor to the operation of a Third Party production system connected to the Satellite Production System and/or the Host.  Accordingly, the Producers do not have the right to sublease all or part of their rights hereunder; and therefore, the Producers, either individually or jointly, are prohibited from becoming and do not hold the right to become a sublessor for all or any portion of their rights hereunder.
ARTICLE II - DEFINITIONS AND EXHIBITStc  \l 1 "ARTICLE II  –  DEFINITIONS AND EXHIBITS"
2.1

Prefacetc  \l 2 "2.1
Preface"
As used in this Agreement (or in the Exhibits attached hereto), the terms “Agreement”, “Effective Date”, “Owners”, “Parties”, “Party”, and “Producers” have the meanings set forth hereinabove.  Other capitalized terms used throughout this Agreement (or in the Exhibits attached hereto) and not listed in Section 2.2 (Definitions) hereinbelow have the meanings ascribed to them elsewhere in this Agreement (or in the Exhibits attached hereto).
2.2

Definitionstc  \l 2 "2.2
Definitions"
The following capitalized terms have the meanings ascribed to them.

2.2.1
“Affiliate” means any corporation, limited liability company or partnership (including a limited partnership) or other entity owned or controlled by a Party.  The term “Affiliate” of a Party includes any parent corporation(s), partnership or other entity that directly or indirectly owns or controls fifty percent (50%) or more of the outstanding stock (or other interests) having the right to vote for directors of a Party, and also includes any other corporation, partnership or other entity in which the parent corporation(s) directly or indirectly owns or controls fifty percent (50%) or more of the voting stock (or other interests) in the other corporation.

· Ownership or control by a Party is deemed to exist if a Party directly or indirectly owns or controls fifty percent (50%) or more of the outstanding stock of the corporation having the right to vote for directors of the corporation [or fifty percent (50%) or more of the interests in the partnership or other entity].

· The stock  (or interests in a partnership or other entity) owned or controlled by a Party includes all stock (or other interests) directly or indirectly owned or controlled by any other corporation, partnership or other entity owned or controlled by a Party.

2.2.2
“Barrel” or “Bbl” means forty-two (42) United States standard gallons at standard conditions of fourteen and seventy-three hundredths pounds per square inch absolute (14.73 psia) at sea level at sixty degrees Fahrenheit (60(F).

2.2.3
“British Thermal Unit” or “Btu” means the quantity of heat required to raise the temperature of one (1) pound in weight of pure water one degree Fahrenheit (1°F) from fifty-eight and five-tenths degrees (58.5() Fahrenheit to fifty-nine and five-tenths degrees (59.5() Fahrenheit at a constant pressure of fourteen and seventy-three hundredths pounds per square inch absolute (14.73 psia at sea level) and determined on a gross, dry basis.

2.2.4
“Confidential Information” means (i) the terms and conditions of this Agreement, (ii) the production profiles provided by Satellite Operator or their representatives pursuant to this Agreement, (iii) the metering and allocation reports and data (including, without limitation, data associated with production quality), and (iv) the well test data.

2.2.5
“Constrained Party” has the meaning ascribed to them in Section 6.3.2.

2.2.6
“COPAS” means the Council of Petroleum Accountants Societies Inc.

2.2.7
“COPAS Adjustment” means the adjustment factor provided by Model Form Interpretation 50 “Overhead Adjustment Index (“MFI-50”)” which is effective April 1st of each calendar year, as published by COPAS or any replacement overhead adjustment guideline document published by COPAS.

2.2.8
“Custody Transfer Point” has the meaning ascribed to it in Section 11.1 (Liabilities).

2.2.9
“Day” means a period of twenty-four (24) consecutive hours, beginning at 12:00 a.m. central time.

2.2.10
“Default” has the meaning ascribed to it in Section 10.2 (Default).

2.2.11
“Delivery Point” means:

(a)
for Gas, the point {identify physical location based on specific facts of the situation} where the Gas departs the Host.

(b)
for Oil, the point {identify physical location based on specific facts of the situation} where the Oil departs the Host.

2.2.12
“Dollar” and “$” means the lawful currency of the United States of America.

2.2.13
“Entry Point” means the point {identify physical location based on specific facts of the situation} where the Satellite Production enters the Host.

2.2.14
“Environmental Losses” means all demands, governmental directives, causes of action, judgments, claims, liabilities and other costs (including, without limitation, court costs, interest, fines, penalties, reasonable litigation expenses and reasonable attorney’s fees) for damage or harm to the environment (including, but not limited to, spill response, environmental pollution and contamination, and cleanup costs) brought by or on behalf of any party including third parties or governmental entities.

2.2.15
“Force Majeure” means the following events, but only if such events are beyond the reasonable control of the Party claiming suspension and which, by the exercise of due diligence, such Party would not have been able to avoid or overcome, and only if such events materially affect a Party’s ability to perform its obligations hereunder:

(a)
flood, hurricane, earthquake, adverse weather conditions, high sea states, or other acts of God;

(b)
a fire, explosion, loss of well control, oil spill, or other environmental catastrophe, natural or man made;

(c)
war, terrorist actions, actions of the public enemy, blockade, insurrection, civil disturbance, labor dispute, strike, lockout, or other industrial disturbance, compliance with any law, order rule, or regulation, governmental action or delay including the inability to secure permits or permit approvals as needed;



(d)
inability to secure materials or equipment; or

(e)
any other causes (other than a cause arising under a contract with a Third Party), whether similar or dissimilar.

2.2.16
“Gas” or “gas” means any mixture of gaseous hydrocarbons, consisting of methane and heavier liquefiable hydrocarbons and inert and noncombustible gases which are extracted from the subsurface of the earth, including any condensate recovered from the Gas Export Pipeline and re-injected in a downstream pipeline.

2.2.17
“Gas Export Pipeline” means the gas export pipeline recognized by the BOEM and/or BSEE as operating system ____ or its successor system number assigned by the BOEM and/or BSEE that takes custody of Gas from the Gas Delivery Point.

2.2.18
“Host” means all equipment and facilities located above the surface of the water or on the sea floor between the Entry Point and the Delivery Point, including the offshore platform/structure [whether fixed, compliant, or floating (e.g., tension leg, semi, spar, or FPSO)] located on Block ___, ___________ Area, Offshore __________, and the Receiving Facilities, but excluding the Satellite Production System components owned by the Producers or Third Parties and located on the Host.

2.2.19
“Host Capacity” means the stated nameplate capacity available on and in the Host as stated for (a) Oil, (b) Gas and (c) water produced as a component of hydrocarbon production, all as further described in Exhibit “A” (Host Capacity).

2.2.20
“Host Gas Production” means Gas attributable to Host Production.

2.2.21
“Host Leases” means the oil and gas leases OCS-G _____ and OCS-G _____ covering Blocks _____, and ____, respectively, _____________ Area, Offshore _________.

2.2.22
“Host Oil Production” means Oil attributable to Host Production.

2.2.23
“Host Operator” means that Person designated as operator under the terms and provisions of the applicable agreement between the Owners governing the Host and/or Host Leases or any successor Host Operator selected pursuant to the provisions of such agreement..
2.2.24
“Host Production” means Oil, Gas, water, and associated substances produced from the Host Leases and processed and handled on the Host.

2.2.25
“Host Shared Expenses” means those expenses identified in Exhibit “E”.

2.2.26
“Laws” means any laws, rules and regulations of the United States of America or any duly constituted instrumentality thereof and all other governmental bodies, agencies and other authorities having jurisdiction over or affecting the provisions contained in or the transactions contemplated by this Agreement or the Parties or their operations, whether such Laws now exist or are hereafter amended, enacted, promulgated or issued.

2.2.27
“LEB” means one (1) liquid equivalent Barrel determined by treating as one (1) LEB each: one (1) Barrel of Oil, one (1) Barrel of water, or _____ and _____ tenths (_._) MSCF of Gas.

2.2.28
“Loss” or “Losses” means all demands, causes of action, judgments, claims, liabilities and other costs (including, without limitation, court costs, interest, penalties, litigation expenses and attorney’s fees) for damage to or loss of property or for personal injury or death brought by or on behalf of any party including third parties; provided, however, Losses do not include Environmental Losses or losses of production as a result of shrinkage, line fill, flaring, venting or other losses of production common with offshore processing operations.


2.2.29
“MBO/d” means one thousand (1,000) Barrels of Oil per Day.


2.2.30
“MBtu” means one thousand (1,000) Btu’s.

2.2.31
“MBW/d” means one thousand (1,000) Barrels of water per Day.


2.2.32
“MMBtu” means one million (1,000,000) Btu’s.

2.2.33
“BOEM” means the United States Department of the Interior, The Bureau of Ocean Energy Management or any successor thereof with jurisdictional authority over the matters governed by this Agreement.

2.2.34 “BSEE” means the United States Department of the Interior, Bureau of Safety and Environmental Enforcement or any successor thereof with jurisdictional authority over the matters governed by this Agreement.
2.2.35
“MMSCF” means one million (1,000,000) “Standard Cubic Feet” (as defined hereinbelow).

2.2.36
“MMSCF/d” means one million (1,000,000) Standard Cubic Feet per Day.

2.2.37
“MSCF” means one thousand (1,000) Standard Cubic Feet.

2.2.38
“MSCF/d” means one thousand (1,000) Standard Cubic Feet per Day.

2.2.39
“Non-Conforming Production” has the meaning ascribed to it in Section 6.4.2.

2.2.40
“Non-Performing Party” has the meaning ascribed to it in Section 10.2.1.

2.2.41
“Non-Satellite Production” means, except as otherwise provided in Article 11.1.3, Oil, Gas, water, and all associated substances produced from sources other than the Satellite Leases and processed and handled on the Host.

2.2.42
“Notice Period” has the meaning ascribed to it in Section 10.2.1.

2.2.43
“OEB” means one (1) oil equivalent Barrel determined by treating as one (1) OEB each:  one (1) Barrel of Oil or _____ tenths (_._) MSCF of Gas.

2.2.44
“Oil” or “oil” means any mixture of hydrocarbons, regardless of gravity, originally and naturally occurring as liquids and includes all condensate, distillate, and other liquid hydrocarbons recovered by use of conventional separators on the Host.

2.2.45
“Oil Export Pipeline” means the oil export pipeline recognized by the BOEM and/or BSEE as operating system ____ or its successor system number assigned by the BOEM and/or BSEE that takes custody of Oil from the Oil Delivery Point.

2.2.46
“Operating Services” means those services as set forth in Exhibit “D” (Host Services) to this Agreement.

2.2.47
“Owners Group” has the meaning ascribed to it in Section 11.1.1.

2.2.48
“Owners’ Sole Expenses” means those items identified as such on Exhibit “E” (Operating & Maintenance Expenses Matrix).

2.2.49
“Permanent Cessation of Production” means the event which occurs when production has not been restored from the last producing well on the Satellite Leases in accordance with 30 CFR Part 250 of the federal regulations concerning suspensions of production or other operations or such other regulations promulgated by the relevant governing authority.

2.2.50
“Person” means any individual or entity, including, without limitation, any corporation, limited liability company, joint venture, joint stock company, general or limited partnership, trust, agency, association, organization, governmental authority, or other entity.

2.2.51
“Prevailing Gas Price” means the first of the month index price, as published by _(insert name of index)___________, for gas delivered on the _____ market to _(insert pipeline company)___________, or its successor, in _(insert state)____, or such other published monthly index price as unanimously agreed by the Parties.

2.2.52
“Prevailing Oil Price” means the average of the high price and the low price on a day for __(insert blend)____ as reported in the _(insert name of report)___________ Report, or such other published index price as unanimously agreed by the Parties.

2.2.53
“Producers’ Group” has the meaning ascribed to it in Section 11.1.1.

2.2.54
“Producers’ Sole Expenses” means those expenses identified in Exhibit “E” (Operating & Maintenance Expenses Matrix).

2.2.55
“Production Handling Services” means those services as set forth in Exhibit “D” (Host Services) attached to this Agreement.

2.2.56
“Prorated Satellite Capacity” has the meaning ascribed to it in Section 6.3 (Production Prioritization).

2.2.57
“Receiving Facilities” has the meaning ascribed to it in Section 3.2 (Receiving Facilities).

2.2.58
“Satellite Capacity” means that portion of the Host Capacity representing ______ MBO/d, ______ MMSCF/d, and ______ MBW/d of processing and handling capacity through the Host that is available for the processing and handling of Satellite Production during the term of this Agreement.
2.2.59
“Satellite First Production” means the date of the initial introduction of Satellite Production at the Entry Point.

2.2.60
“Satellite Gas Production” means Gas attributable to Satellite Production.

2.2.61
“Satellite Leases” means the oil and gas leases OCS-G _____ and OCS-G _____ covering Blocks _____ and _____, respectively ___________ Area, Offshore .

2.2.62
“Satellite Oil Production” means Oil attributable to Satellite Production.

2.2.63
“Satellite Operator” means that Person designated as operator under the terms and provisions of the applicable agreement between the Producers governing the Satellite Production System and/or the Satellite Leases or any successor Satellite Operator selected pursuant to the provisions of such agreement.
2.2.64
“Satellite Production” means Oil, Gas, water, and associated substances produced from the Satellite Leases.

2.2.65“Satellite Production System” has the meaning ascribed to it in Section 3.1 (Satellite Production System).

2.2.66
“Services” means the Production Handling Services and the Operating Services, as defined in Sections 2.2.54 and 2.2.45, respectively.

2.2.67
“Standard Cubic Foot” or “SCF” means that quantity of Gas that occupies one (1) cubic foot of space when held at a base temperature of sixty degrees (60°) Fahrenheit and a pressure of fourteen and seventy-three hundredths (14.73) pounds per square inch absolute (psia), or other standards as may be required by the BOEM and/or BSEE. 

2.2.68
“Third Party” means any Person or entity other than the Owners, the Producers, and any Party hereto.

2.2.69
“Third Party Gas Production” means Gas attributable to Third Party Production.

2.2.70
“Third Party Production” means Oil, Gas, water, and all associated substances produced from sources other than the Host Leases or the Satellite Leases, and processed and handled on the Host.


2.2.71
“Unconstrained Parties” has the meaning ascribed to it in Section 6.3.2.
2.3
Exhibitstc  \l 2 "2.3
Exhibits"
All references in this Agreement to “Exhibits”, without further qualification mean the Exhibits listed below and attached to this Agreement.  Each Exhibit listed below is made a part of this Agreement, and is deemed incorporated into the body of this Agreement by reference, as completely as if the full text of each Exhibit were contained within the text of this Agreement.



Exhibit “A”:
Host Capacity



Exhibit “B”:
Accounting Procedures


Exhibit “C”:
Host Facilities Schematic


Exhibit “D”:
Host Services



Exhibit “E”:
Operating & Maintenance Expenses Matrix



Exhibit “F”:
Host Gas Balancing Procedures



Exhibit “G”:
Host Fluid Limits/Operating Parameters



Exhibit “H”:
Host Oil Quality Bank Procedures



Exhibit “I”:
Insurance Provisions



Exhibit “J”:
Dispute Resolution Procedures



Exhibit “K”:
Certification of Non-Segregated Facilities

If the provisions of any of the Exhibits listed above conflict with any provisions of the body of this Agreement, the provisions of the body of this Agreement will prevail except as to Exhibits “D”, “E”, “G”, “J”, and “K”.

ARTICLE III  -  INFRASTRUCTURE AND FACILITIEStc  \l 1 "ARTICLE III  –  INFRASTRUCTURE AND FACILITIES"
3.1
Satellite Production Systemtc  \l 2 "3.1
Satellite Production System"
3.1.1
The Producers at their sole cost, risk, liability, and expense will own, design, procure, fabricate, transport, and install, or cause to be installed by the Host Operator, at Host Operator’s option, as stipulated in (b) below, the Satellite Production System (“Satellite Production System”) and any modifications thereto, which includes, but is not limited to, the following components: 

 (a)
All facilities and equipment upstream of the Entry Point including, but not limited to, the wells, well jumpers, subsea wellheads, choke tie-in bases, subsea manifolds, umbilicals and terminations, flowlines, flowline risers, and wellhead master and wing valves associated with producing and gathering Satellite Production.  For purposes herein, “upstream” is between the Entry Point and the Satellite Leases.

(b)
All facilities and equipment including, but not limited to, the Hydraulic Power Unit (“HPU”), the Umbilical Termination Box (“UTB”), and the Master Control Station (“MCS”), will be installed on the Host at a location thereon acceptable to the Host Operator.  Such facilities and equipment will be designed and fabricated by the Satellite Operator, but will be installed and interconnected with other facilities on the Host, as well as commissioned, by the Host Operator.

3.1.2
The Satellite Operator will provide the design and specifications of the Satellite Production System to the Owners no later than ____________________.  The Owners shall review such design and specifications and the Host Operator will submit its revisions to the Satellite Operator within _____ (__) Days of its receipt of the Satellite Production System design and specifications.  The Producers shall either revise its plan and specifications to conform to the revisions submitted by the Host Operator or call a meeting to discuss such revisions.  Once the Producers and Host Operator reach a mutual agreement on such design and specifications, the Host Operator will provide the Satellite Operator written approval of the Satellite Production System design and specifications.  The Host Operator, in accordance with Exhibit “B” (Accounting Procedures), will directly charge and invoice the Satellite Operator, on behalf of the Producers, for actual costs incurred by the Host Operator for the installation, hook-up, interconnection, startup, and/or commissioning of those Satellite Production System components which are installed on the Host, and for construction and/or making available sufficient, adequate buoyancy and deck space for those components pursuant to Section 4.4 (Lease of Platform/Riser Space).  However, the Host Operator shall not be required to proceed with the installation, hook-up, interconnection, startup, and/or commissioning of those Satellite Production System components which are installed on the Host, and for construction and/or making available sufficient, adequate buoyancy and deck space for those components until the Producers have advanced the estimated costs of such to the Host Operator.  The Host Operator shall never be obligated to expend any of its own funds for such.  

3.1.3
The Host Operator shall not charge or invoice the Owners for any activities or operations contemplated in Section 3.1.2.

3.1.4
The Satellite Operator is responsible for acquiring all necessary permits, licenses, authorizations, inspections and approvals required for the construction and installation of the Satellite Production System and its connection to the Host, at the sole cost and expense of the Producers.

3.1.5
The Parties recognize that time is of the essence in fulfilling their obligations under this Section 3.1 (Satellite Production System).  However the Host Operator has the right to adjust the timing and schedule of all activities and operations involving the tie-in and connection of the Satellite Production System to the Host in order to provide for the safety of individuals involved in such activities and operations, to protect the environment, and to minimize interruption of Host lease operations and/or Host downtime.

3.2
Receiving Facilitiestc  \l 2 "3.2
Receiving Facilities"
Although the Host Operator is responsible for the design, procurement, fabrication, testing, transportation, installation, hook-up, interconnection and commissioning of the facilities or equipment that are installed on the Host for the purpose of receiving Satellite Production at the Host and integrating said Satellite Production into the existing production handling systems on the Host (“Receiving Facilities”), and although the Owners shall own the Receiving Facilities (including any modifications thereto), the Producers are responsible for all actual costs incurred by the Host Operator in and for such activities and operations.  The Host Operator, in accordance with Exhibit “B” (Accounting Procedures), will directly charge and invoice the Satellite Operator, on behalf of the Producers, for such costs.  However, the Host Operator shall not be required to proceed with the design, procurement, fabrication, testing, transportation, installation, hook-up, interconnection and/or commissioning of the Receiving Facilities and integrating Satellite Production into the existing production handling system on the Host until the Producers have advanced the estimated costs of such to the Host Operator.  The Host Operator shall never be obligated to expend any of its own funds for such.


3.2.1
The Receiving Facilities include, but are not limited to:



[select all that are applicable]



(a)
___ inlet separator;



(b)
___ test separator, if added;



(c)
___ inlet heat exchanger; 



(d)
___ boarding valves;



(e)
___ flowline pig launchers/receivers;



(f)
___ methanol storage tank skid and methanol injection pumps;


(g)
___ chemical storage and injection pump skid (subsea chemical pumps);


(h)
___ hot oiling/pigging pump and associated equipment, if added;


(i)
___ chemical injection pumps for the Receiving Facilities (production chemical pumps); and


(j)
___ Oil, Gas and water metering and fluid sampling equipment.


(k)
___ Other  (specify)

3.2.2
The Host Operator shall present the design and specifications of the Receiving Facilities to the Producers no later than ________________.  The Producers shall review such design and specifications and the Satellite Operator will submit its revisions to the Host Operator within ______ (   ) Days of Satellite Operator’s receipt of the Receiving Facilities design and specifications.  The Host Operator shall either revise its plan and specifications to conform to the revisions submitted by the Satellite Producer or call a meeting to discuss such revisions.  Once the Host Operator and Producers reach a mutual agreement on such design and specifications, the Producers will provide the Satellite Operator written approval of the Receiving Facilities design and specifications.  Actual costs incurred by the Host Operator in and for the design, procurement, fabrication transportation, installation, hook-up and/or commissioning of the Receiving Facilities will be reimbursed to the Host Operator by the Producers.  Accordingly, the Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers, who are solely responsible for such costs.  Such reimbursement for design, fabrication, and procurement will not apply for any equipment or facilities that are procured by the Producers and delivered to the Host Operator at a mutually agreed location for installation, hookup, and/or commissioning on the Host.  Reimbursement of costs incurred by the Host Operator will be in accordance with Exhibit “B” (Accounting Procedures) to this Agreement.

3.2.3
The Host Operator shall not charge or invoice the Owners for any activities or operations contemplated in Section 3.2.1.

3.2.4
The Owners will own the Receiving Facilities (including any modifications thereto), whether such facilities are procured and/or funded by the Host Operator, the Owners, or the Producers. {Consult Tax/Finance Advisor}

3.2.5
For reference purposes, an equipment layout and process flow schematic depicting the Host facilities and the interface between the Receiving Facilities and the Host facilities is included as Exhibit “C” (Host/Satellite Facilities Schematic).

3.2.6
The Host Operator is responsible for acquiring all necessary permits, licenses, authorizations, inspections and approvals required for the construction and installation of the Receiving Facilities at the sole cost and expense of the Producers.

3.2.7
The Parties recognize that time is of the essence in fulfilling their obligations under this Section 3.2 (Receiving Facilities).  However, the Host Operator has the right to adjust the timing and schedule of all activities and operations involving the Receiving Facilities in order to provide for the safety of individuals involved in such activities and operations, to protect the environment, and to minimize interruption of Host lease operations and/or Host downtime.

ARTICLE IV  -  SERVICEStc  \l 1 "ARTICLE IV  -  SERVICES"
4.1
Generaltc  \l 2 "4.1
General"
Pursuant to the terms of this Agreement, the Owners agree to provide, through the Host Operator, certain Services with respect to the Satellite Production System and the Satellite Production delivered to the Host.  The Owners, the Host Operator, nor anyone employed by them, will be deemed for any purpose to be the employees, contractors, agents, consultants, servants, or representatives of the Producers or the Satellite Operator in the performance of any Services or part thereof in any manner dealt with hereunder.  Except as otherwise provided herein, neither the Producers nor the Satellite Operator will have direction or control of the Owners or the Host Operator, their employees, contractors, agents, consultants, servants, or representatives in the performance of any services or part thereof under this Agreement.  It is not the intent or purpose of this Agreement, nor should it be construed as changing, the rights and duties of the Producers or the Satellite Operator to conduct operations associated with the Satellite Leases or the Satellite Production System.

4.1.1
Production Handling Services

The Owners will provide through the Host Operator the Production Handling Services for Satellite Production in accordance with Exhibit “D” (Host Services).  With respect to the Production Handling Services, the Owners will handle and are responsible for Satellite Production after such production passes through the Entry Point and until production enters the Delivery Point(s).

4.1.2
Operating Services

The Owners will provide through the Host Operator the Operating Services for the Satellite Production System in accordance with Exhibit “D” (Host Services).  With respect to the Operating Services, the Owners will operate, inspect, maintain, and repair the Satellite Production System, but only to the extent that such functions can be performed from or on the Host by the Host Operator’s regular operating personnel with the standard equipment and/or tools typically available on the Host in accordance with the Host Operator’s day to day operating procedures and guidelines and as specified under Exhibit “D” (Host Services).

4.2
Well Unloadingtc  \l 2 "4.2
Well Unloading"
This Agreement does not address or provide for the unloading of completion fluids (e.g. chemicals, fracture fluids, acids, and/or water, etc.) from Satellite Lease wells.  Satellite Production will not be delivered to the Entry Point until such time as the Satellite wells have been unloaded, to the Host Operator’s sole satisfaction, of the completion fluids.  In order for the Producers to utilize the Host to unload the completion fluids from wells located on the Satellite Lease to the Host, the Owners and Producers must negotiate and enter into a mutually acceptable independent agreement. 

4.3
Producers’ Responsibilitiestc  \l 2 "4.3
Producers’ Responsibilities"
The Producers will retain responsibility for all Satellite Production System operations that are not performed from or on the Host including, but not limited to, downhole well operations and flowline maintenance.

4.4
Lease of Platform/Riser Spacetc  \l 2 "4.4
Lease of Platform/Riser Space"
Subject to weight limitations and equipment design if sufficient buoyancy and deck space exists on the Host for the installation of the Satellite Production System and the Receiving Facilities and such buoyancy and deck space is not needed by the Owners for any reason, the Owners may provide, at their sole discretion, deck space and buoyancy to accommodate those components of the Satellite Production System and Receiving Facilities to be installed on the Host.  If sufficient buoyancy and deck space is unavailable, or if costs and expenses are required to construct and/or make such sufficient buoyancy and deck space, the Host Operator is responsible for the design, procurement and fabrication of  the required buoyancy and deck space.  However, the Producers are responsible for all actual costs incurred by the Host Owner in and for such activities and operations.  The Host Operator in accordance with Exhibit “B” (Accounting Procedures), will directly charge and invoice the Satellite Operator, on behalf of the Producers, for such costs.  All Host modifications made under this section will be owned by the Owners.

The Producers have the right to use only so much of the buoyancy and surface space on the Host which is essential for the installation of the Satellite Production System and the Receiving Facilities on the Host.  The Host Operator has the sole right to select the Satellite Production and the Receiving Facilities locations on the Host.

4.5
Energy Sourcestc  \l 2 "4.5
Energy Sources"
The Owners will provide energy sources (electricity and air) for the Satellite Production System components located on the Host and the Receiving Facilities, as may be available from time to time [such electricity to be provided from the Owners’ existing electrical power source (i.e. generator) and such air supply to be provided from the Owners’ existing air supply source (i.e. compressor)].

4.6
Communication Equipmenttc  \l 2 "4.6
Communication Equipment"
The Owners will provide access, at the Producers’ sole cost and expense, to the existing communication equipment (i.e. telephones) on the Host, subject to the Host Operator’s guidelines, for use by the Satellite Operator associated with Producer related operations on the Host contemplated herein.  The Owners will also provide to the Producers, at the Producer’s sole cost and expense, and subject to any mutually acceptable agreement(s) that may be required, data transmission communication line(s), as well as other forms of communication (e.g. microwave transmissions) which are part of the design and specifications contemplated in Section 3.1 (Satellite Production System) and 3.2 (Receiving Facilities).

4.7
Emergency Responsetc  \l 2 "4.7
Emergency Response"
4.7.1
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 Host Operator, with no admission or presumption of liability, may promptly take such action as is deemed appropriate by the Host 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 Leases’ subsea wells and the Satellite Production System, and initiating emergency response operations.  The Host Operator will promptly notify the Satellite Operator of such emergency by telephone, followed by written notification of the emergency and remedial actions taken.

4.7.2
All emergency response costs incurred by the Host Operator which are attributable to the Satellite Production System will be reimbursed to the Host Operator by the Producers.  Accordingly, the Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers for such costs.

4.7.3
The Satellite Operator is responsible for making any reports required by governmental agencies for emergencies attributable to the Satellite Production System.  The Host Operator is responsible for making any reports required by governmental agencies for emergencies attributable to the Host.  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.

4.7.4
Subsequent to the emergency, the Host 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 issue raising the emergency, shall be paid for by the Owners and/or Producers as determined by the Host Operator.

ARTICLE V  -  FEES & EXPENSES/ACCOUNTING PROCEDUREStc  \l 1 "article v  –  fees & expenses/accounting procedures"
5.1
Operating and Maintenance Expensestc  \l 2 "5.1

Operating and Maintenance Expenses"
The Producers are responsible for and will reimburse the Host Operator on a monthly basis for the Producers’ pro-rata share of Host Shared Expenses.  The Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers, who are solely responsible for their pro-rata share of Host Shared Expenses.  Such Producers’ pro-rata share (“PSOPEX”) for each calendar month is as follows:


PSOPEX = HOPEX * [ SPROD / (ΣTHPROD ) ]
Where:
HOPEX
=
the actual expenses incurred by the Host Operator during the current accounting month for Host Shared Expenses, expressed in Dollars.


SPROD
=
the total quantity of Satellite Production for the prior calendar month.


ΣTHPROD
=
the total quantity of Oil, Gas, and water production processed and handled on the Host (includes Satellite Production and Non-Satellite Production) for the prior calendar month, expressed in LEBs.

For purposes of determining SPROD, the quantity of Satellite Oil Production means the sum of:  (i) the quantity of Oil delivered to the Delivery Point, and (ii) the quantity of fluids used for pigging and/or hot oiling.  The quantity of Satellite Gas Production means the quantity of Gas delivered to the Delivery Point.  The quantity of water and associated substances produced means the quantity of water and associated substances measured and/or attributed to Satellite Production pursuant to Article VII (Metering and Allocation).  For purposes of determining ΣTHPROD, the quantity of Oil processed and handled includes the quantity of fluids used for pigging and/or hot oiling of Satellite Production and Non-Satellite Production.

5.2
Fuel Gastc  \l 2 "5.2
Fuel Gas"
Host fuel gas consumption will be allocated on a monthly basis to the Owners for Non-Satellite Production handling and to the Producers for Satellite Production handling in accordance with this Section 5.2 (Fuel Gas).  The value of such gas is not included in the HOPEX in Section 5.1 (Operating and Maintenance Expenses).
5.2.1
Fuel gas consumed by certain production handling equipment and facilities located on the Host will be allocated to each Party in accordance with Section 7.8 (Gas Adjustment).
5.2.2
The Satellite Operator is obligated to and will furnish Producers monthly-allocated share of fuel gas for Satellite Production handling in kind.  Each calendar month, the Host Operator will allocate and deduct from each Producer's share of Gas production its allocated share of fuel gas.
5.3
Infrastructure Access Feestc  \l 2 "5.3
Infrastructure Access Fees"
In consideration for: (i) access to the Host, (ii) utilization of Host facilities, including, but not limited to, risers, porches and umbilical boarding facilities, (iii) utilization of buoyancy, deck and riser space for the Satellite Production System components on the Host, (iv) utilization of buoyancy and deck space for the Receiving Facilities, and (v) for the Services provided by the Owners, the Producers will pay the Owners in accordance with Exhibit “B” (Accounting Procedures), an Infrastructure Access Fee (“IAF” or “Infrastructure Access Fee”) on a monthly basis.

5.3.1
IAF for Satellite Capacity
(a)
Satellite Oil Production will pay an IAF of $____ per Barrel of Oil delivered to the Delivery Point.
(b)
Satellite Gas Production will pay an IAF of $______ per MSCF of Gas delivered to the Delivery Point.
(c)
Satellite water production will pay an IAF of $____ per Barrel of water discharged overboard (or re-injected, if applicable).
The IAF for Oil, Gas, and water will be adjusted April 1 20__, and annually thereafter.  The adjustment shall be computed by multiplying the applicable IAF currently in use by the COPAS Adjustment, but will never be less that the initial amount set forth in (a), (b), (c) in this Section 5.3 1.


5.3.2
Minimum Monthly Fee
(a)
Effective as of the first day of the month following the initial delivery of Satellite Production to the Entry Point, if the collective sum of Infrastructure Access Fees for Satellite Capacity for each product (Oil, Gas, and Water) set forth in Section 5.3.1, based upon Producers’ monthly throughput quantities, is less than ____ Dollars ($____.__) in any calendar month, the Producers will be charged and agrees to pay to Host Operator, for the benefit of the Owners, a fee of _____ Dollars ($_______) for the Services provided under this Agreement for such calendar month, in lieu of the calculated monthly Infrastructure Access Fee for Satellite Capacity for each product (Oil, Gas, and water) set forth in Section 5.3.1.

(b)
The Producer’s obligation to pay the Owners the minimum monthly fee set forth in Section 5.3.2(a) will be suspended in the event the Host is incapable of processing and handling Satellite Production for a period greater than ____ (__) Days in a calendar month as a result of problems occurring at the Host or as a result of conditions of the Host outlined in Sections 9.5 and 9.6 [other than Sections 9.5.1(e), 9.5.1(f), 9.6.1(d), 9.6.1(e), 9.6.1(f), 9.6.1(h), 9.6.1(i), 9.6.1(j), and 9.6.1(k)], unless such problems are caused by Satellite Production and/or operations related to the Satellite Production System. 

(c)
Payment of the minimum monthly fee set forth in Section 5.3.2(a) does not mitigate, eliminate or be in lieu of any obligation to deliver Satellite Production to the Host pursuant to this Agreement.

5.4
Future Governmental Regulationstc  \l 2 "5.4
Future Governmental Regulations "
5.4.1
The Parties agree that the IAF for produced water, as escalated, attributable to the Satellite Leases as set forth in Section 5.3.1(c) will be increased to reflect future increased costs associated with modifications due to government regulations or Laws affecting discharge requirements of treated produced water into the Gulf of Mexico, which are verifiable and attributable to Satellite Production.  Such modifications could involve monitoring, testing, or treating (includes adding chemicals) the produced water.  The Host Operator will provide justification and a rationale for such cost increase for the Producers’ review.

5.4.2
In addition to Section 5.4.1, the Parties recognize that the regulatory environment could change during the term of the Agreement and such change could result in unforeseen costs to the Owners in order to maintain compliance therewith.  Accordingly, the Parties do hereby agree that in the event the Owners incur additional costs due to changes in federal, state or industry regulations, rules or codes set forth by the Environmental Protection Agency (“EPA”), BOEM, BSEE, Department of Homeland Security, or similar governing authority which regulations are directly related to the provision of Satellite Capacity or the operations of the Host, then the Parties will agree on a fair methodology by which such costs will be recovered by the Owners (e.g. direct and/or per unit of production basis).
5.5
Producers’ Sole Expensestc  \l 2 "5.5
Producers’ Sole Expense"
The Producers are solely responsible for the Producers’ Sole Expenses.  The Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers who are responsible on a monthly basis for the Producers’ Sole Expenses.
5.6
Owners’ Expensestc  \l 2 "5.6
Owners’ Sole Expense"
The Owners are responsible for (i) the Owners’ Sole Expenses, (ii) the Host Shared Expenses which are not allocated to the Producers pursuant to Section 5.1 (Operating and Maintenance Expenses), and (iii) all expenses related to Non-Satellite Production.
5.7
Deferred Production Compensationtc  \l 2 "5.7
Deferred Production Compensation"

5.7.1
Compensation for Owners
(a)
The Owners will be compensated by the Producers for any Host Production which is deferred due to Host downtime that is solely attributable to the fabrication, construction, installation, hookup, tie-in, inspection and commissioning of facilities (including, without limitation, the Receiving Facilities) solely funded by the Producers to handle Satellite Production. The Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers, for deferred production compensation and Satellite Operator will pay such invoice as provided herein.
(b)
The Owners will be reimbursed by the Producers for any incremental out-of-pocket costs associated with a Host shutdown which are solely attributable to the Producers’ related work activities.  The Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers, for such incremental out-of-pocket costs which the Producers will pay as provided herein.

5.7.2
Compensation Methodology
(a)
Compensation for deferred Host Oil Production (“DOPC”) pursuant to Section 5.7.1(a) is equal to:

DOPC = AOPR * SDD * (POP * ___% {deferment factor, i.e. time value of money})

Where:
AOPR
=
the average daily volume of Host Oil Production delivered to the Delivery Point during the first ____ (__) Days of the _____ (__) Days immediately preceding initiation of the Host shutdown (expressed in gross Barrels per Day, i.e., without any reduction for royalty),


SDD
=
the duration of such Host shutdown (expressed in Days to the nearest _____________ of a Day), and


POP
=
the average Prevailing Oil Price during the duration of such Host shutdown (expressed in Dollars per Barrel).

(b)
Compensation for deferred Host Gas Production (“DGPC”) pursuant to Section 5.7.1(a) is equal to:

DGPC = AGPR * HV * SDD * (PGP * ___% {deferment factor, i.e. time value of money})

Where:
AGPR
=
the average daily volume of Host Gas Production delivered to the Delivery Point during the _____ (__) Days of the ______ (__) Days immediately preceding initiation of the Host shutdown (expressed in gross MSCF per Day, i.e., without any reduction for royalty),


HV
=
the average daily Btu content of the Host Gas Production during the _______ (__) Days of the _____ (__) Days immediately preceding initiation of the Host shutdown (expressed in MMBtu per MSCF),


SDD
=
the duration of the Host shutdown (expressed in Days, to the nearest ______________ of a day), and


PGP
=
the average Prevailing Gas Price during the duration of the Host shutdown (expressed in Dollars per MMBtu).


5.7.3
Duration of Shutdown
(a)
At least ______ (__) Days prior to a scheduled shutdown of the Host, the Host Operator will provide the Producers and Owners:

(i)
a detailed work schedule which lists the work activities planned during such shutdown, the estimated duration of each work activity, and the sequence and relationship of each work activity to other work activities; and

(ii)
an estimate of the duration of such shutdown which is solely attributable to Satellite Production System and/or Satellite Leases’ related work activities.

(b)
Within _____ (__) Days immediately following completion of a shutdown of the Host, the Host Operator will provide the Producers and Owners with a final report on the items described in  Section 5.7.3(a) reflecting the actual work done and its duration.


5.7.4
Compensation for Producers
The Producers will be compensated by the Owners for any Satellite Production which is deferred due to Host downtime that is solely attributable to the fabrication, construction, installation, hookup, tie-in, and/or commissioning of facilities to handle Third Party Production at the Host.  Such compensation will be determined using a methodology consistent with Section 5.7.2.

5.8
Royalties and Taxestc  \l 2 "5.8
Royalties and Taxes"
5.8.1
Each Producer and each Owner will be solely responsible for payment of the royalties and taxes attributable to its share of production.

5.8.2
This Agreement and the operations hereunder are not intended to create, and will not be construed to create a joint venture, association or partnership with respect to the Parties.  If, for United States federal income tax purposes, this Agreement is regarded as a partnership, each Party elects to be excluded from the application of all or any part of the provisions of Subchapter “K”, Chapter 1, Subtitle “A” of the United States Internal Revenue Code of 1986, as amended (the “Code”), to the extent permitted and authorized by Section 761(a) of the Code and the regulations promulgated thereunder, or similar provisions of applicable state laws. {Regarding Taxes consult Financial/Tax advisors}

5.9
Quality Bank Paymentstc  \l 2 "5.9
Quality Bank Payments"
With respect to any monetary adjustments due the Owners or the Producers pursuant to Section 7.14 (Quality Bank) of this Agreement, each Owner or Producer is responsible for any payments invoiced by the Host Operator.  Section 7.14 (Quality Bank) of this Agreement will be interpreted to apply to each Producer or Owner, individually with respect to invoices and payments pursuant to Section 7.14 (Quality Bank).

ARTICLE VI  - CAPACITYtc  \l 1 "ARTICLE VI  -  CAPACITY"
6.1 Host Capacity

The Host Capacity for Oil, Gas, and water handling is defined in Section 2.2.19.  The Owners will provide, but do not warrant or guarantee, to the Producers capacity for production processing and handling on the Host for Satellite Production.  However, upon partial or entire loss of or damage to the Host (or any component of the Host) resulting from any incident, the Owners will have no obligation to repair or replace the Host or any component thereof for purposes of (i) re-connecting the Satellite Production System to the Host, (ii) re-installing the Satellite Production System components on the Host, (iii) resuming the processing and handling of Satellite Production or (iv) re-initiating the operation of the Satellite Production System (including the operation of Satellite wells). Notwithstanding the foregoing, nothing contained in this Agreement limits or restricts the Owners from entering into other agreements for the utilization of the Host and/or its related equipment and facilities.

6.2
Satellite Capacitytc  \l 2 "6.2
Satellite Capacity"
Contingent upon the Producers delivering Satellite Production to the Host that conforms to the operating and fluid parameters set forth on Exhibit “G” (Host Fluid Limits/Operating Parameters), the Owners agree to process and handle Satellite Production at volume rates not to exceed the Satellite Capacity.  Producers’ utilization of Satellite Capacity for Satellite Production may be subject to curtailment and/or proration with Third Party Production being processed and handled on the Host.  Satellite Capacity will be determined individually for each product (Oil, Gas, and water) on a daily throughput basis.

(a)
The amount of Satellite Capacity for any single product (i.e. Oil, Gas, or water) will not be exceeded in order to allow the Producers to fully utilize the Satellite Capacity for another product.

 (b)
In the event the Producers do not utilize the Satellite Capacity during a calendar month, the Owners have the right to utilize, as they deem necessary and free of cost, any unused Satellite Capacity for such calendar month on an interruptible basis.

6.3
Production Prioritizationtc  \l 2 "6.3
Production Prioritization"
At all times Host Production shall have priority use of the Host and Host Capacity over Satellite Production.  In the event of an interruption or temporary reduction in Host Capacity, Satellite Capacity for Oil, Gas and water will be reduced to a lesser amount on a pro-rata basis (“Prorated Satellite Capacity”) as set forth below.  

6.3.1
Processing Facility Constraints
(a)
In the event of an interruption or reduction, whether permanent or temporary, in the Host Capacity due to: (i) a Force Majeure event, (ii) a planned or unplanned partial or complete shutdown of the Host or any component of the Host for maintenance, repair, replacement, construction or inspections, (iii) a constraint in the Oil Export Pipeline, or (iv) a Host equipment/facility upset or other such operating problems, the Host Operator may make reasonable and prudent efforts to promptly restore normal operations while maintaining safe and efficient production handling operations and in a manner facilitating the resumption of normal operations.  During such interruption or temporary reduction in Host Capacity, the Host Operator will allocate the available Host Capacity to the extent it is safe and practical to do so. 

 (b)
The Prorated Satellite Capacity for each component (Oil, Gas, and/or water) pursuant to Section 6.3.1(a) is calculated as follows:




Prorated Satellite Capacity = AHC * (SP / STHP)
Where:
AHC
=
the total Host Capacity available for a given component at the time of the interruption or temporary reduction in Host Capacity;


SP
=
the amount of Satellite Capacity for a given component which was actually utilized for Satellite Production handling during the ______ (____) Days immediately preceding the interruption or reduction in Host Capacity; and


STHP
=
the sum of Satellite Production and Third Party Production for a given component during the _______ (____) Days immediately preceding the interruption or reduction in Host Capacity for which data is available.


6.3.2
Gas Export Pipeline Constraints
In the event that: (i) Host Capacity cannot be fully utilized as a result of a transportation capacity constraint (including, but not limited to, inadequate pipeline capacity and/or pipeline operating conditions) in the Gas Export Pipeline or other gas pipeline(s) downstream of the Delivery Point (“Downstream Gas Pipeline”) and (ii) the gas transportation capacity available to all of the Owners, Producers, and Third Parties for their respective share of Host Gas Production, Satellite Gas Production, and/or Third Party Gas Production is restricted by the Gas Export Pipeline or Downstream Pipeline(s) constraint, then the Host Capacity will be allocated to the Parties as follows:

(a)
Subject to Section 6.3.1, each Party will be provided a sufficient amount of Host Capacity to accommodate such Party’s Gas nomination up to the maximum volume of Gas production which such Party is allowed to transport by the Gas Export Pipeline.

(b)
In the event that (i) transportation capacity in the Gas Export Pipeline is constrained for a Party (the “Constrained Party”) and the Constrained Party cannot provide transport of its full entitlement share of Host Gas Production and/or Satellite Gas Production, and (ii) a Party (the “Unconstrained Party”) may exercise its respective right to produce volumes of Gas exceeding its entitlement share.  With regard to Satellite Gas Production, the rights provided in this Section will be subject to the Satellite Capacity provided for in this Agreement.

6.3.3
During time periods when the Host or any component thereof is partially or totally shut-in, the Satellite Capacity addressed in this Agreement will not be applicable and the Producers will not have the right to make-up such production unless agreed to by the Owners.

6.4
Production Compatibilitytc  \l 2 "6.4
Production Compatibility"
The Producers’ access to the types of capacity for production processing and handling on the Host set forth in this Article VI (Capacity) assumes the operating parameters/conditions of the Satellite Production System and the Satellite Production arriving at the Entry Point conform to specifications and characteristics stipulated in Exhibit “G” (Host Fluid Limits/Operating Parameters) to this Agreement.  Additionally, the terms and conditions of this Agreement were established and agreed to by the Parties based on the assumption that the operating parameters/conditions of the Satellite Production System and the Satellite Production arriving at the Entry Point conform to such specifications and characteristics.


6.4.1
Conforming Fluids
If Satellite Production conforms to all of the specifications contained in Exhibit “G” (Host Fluid Limits/Operating Parameters) to this Agreement, then any incremental operating costs which may result from handling Satellite Production on the Host, which are not classified as Satellite Sole Expenses in Exhibit “E” (Operating and Maintenance Expenses Matrix) or otherwise designated as costs to be borne solely by the Producers, will be treated as Host Shared Expenses in Exhibit “E” (Operating and Maintenance Expenses Matrix).


6.4.2
Non-Conforming Satellite Production
If Satellite Production does not conform to one or more of the operating parameters and/or specifications contained in Exhibit “G” (Host Fluid Limits/Operating Parameters) (“Non-Conforming Production”), as evidenced by at least _____ (__) fluid samples taken within a period of ___ (__) consecutive Days, and such non-conformance (i) results in incremental Host operating costs, (ii) causes a reduction in the Host Capacity, or (iii) causes other operational problems on the Host (hereinafter collectively or individually referred to as a “Satellite Operating Problem”), the Host Operator may endeavor, but the Owners are not obligated, to accept and handle such Non-Conforming Production until the Satellite Operating Problem has been rectified by the Producers in accordance with the following:

(a)
The Producers are solely responsible for all costs and expenses incurred by the Host Operator and/or the Owners:

(i)
resulting from the Satellite Operating Problem (including, without limitation, deferred production); and/or

(ii)
for measures taken to rectify or mitigate the Satellite Operating Problem, and/or

(iii)
which are associated with the Satellite Operating Problem until such problem has been rectified.

The Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers, for such costs and expenses.

(b)
Promptly after identifying the Satellite Operating Problem, but prior to initiating any measures to rectify such problem which would result in material expenditures, the Host Operator will provide the Producers (with an information copy to the Owners) with a written proposal for measures to rectify the Satellite Operating Problem and an estimate of the associated costs.

(c)
The Producers will have _____ (__) business Days from their receipt of the Host Operator’s written proposal submitted pursuant to Section 6.4.2(b) of this Agreement to approve such proposal in writing (failure to respond deemed a non-approval).  Should the Parties fail to determine a mutually acceptable technical alternative to mitigate the incompatibility, the Host Operator has the right to discontinue the Services set forth in Sections 4.1.1 and 4.1.2 hereinabove.
ARTICLE VII  -  METERING AND ALLOCATIONtc  \l 1 "article vii  –  metering and allocatIon"
{This article is deal specific depending on the facts of the situation – the following provisions are suggested to initiate discussions amongst the parties}

7.1
General Applicationtc  \l 2 "7.1
General Application"
Satellite Production and Non-Satellite Production will be sampled, metered and allocated in accordance with the provisions of this Article VII (Metering and Allocation).  This Article VII (Metering and Allocation), in its entirety, is (i) conditioned upon approval by the BOEM and/or BSEE of the surface commingling application referred to in Section 7.2.1 of this Agreement and any subsequent amendments and/or waivers thereto; (ii) subject to and in accordance with the BOEM and/or BSEE  approved surface commingling application referred to in Section 7.2.1 and any subsequent amendments and/or waivers thereto, and (iii) in accordance with BOEM and/or BSEE requirements set forth in 30 CFR Part 250 Subpart L and any subsequent amendments and/or waivers thereof. 

7.2
Permitstc  \l 2 "7.2
Permits"
7.2.1
Surface Commingling Permit
Satellite Production will not be delivered to the Entry Point and flow across the Host without first obtaining all required surface commingling permits.  The Host Operator will prepare and submit, or cause to be prepared and submitted, any and all required surface commingling permit applications to the BOEM and/or BSEE (for surface commingling of Satellite Production with Non-Satellite Production) in accordance with all applicable laws, rules and regulations of governmental bodies having jurisdictional authority.  The Producers and Owners will cooperate with the Host Operator to the extent necessary to achieve BOEM and/or BSEE approval of the initial surface commingling application, amendment thereto or subsequently required applications.

7.2.2
Other Permits
The Producers will obtain, or caused to be obtained, all other required approvals, permits, consents, orders or other documents, without limitation, from all appropriate jurisdictional authorities to produce the Satellite Leases, transport Satellite Production to the Host, and dispose/transport Satellite Production from the Host.  The Satellite Operator and the Host Operator will cooperate with each other to the extent necessary to obtain such permits, licenses, authorizations and regulatory approvals.

7.3
General Understandingtc  \l 2 "7.3
General Understanding"
At the sole discretion of the Host Operator, the Host Operator may elect to commingle Satellite Production on the Host with Non-Satellite Production.  The procedures for the allocation of any commingled production streams on the Host will, to the extent possible, using reasonable industry practices/standards and subject to the technical limitations/capabilities of the Host, have the objective of providing a fair and equitable apportionment of production.  The specific details of the allocation process will be in full force and effect upon approval of the surface commingling application by the BOEM and/or BSEE.

7.4
Production Flow Patterntc  \l 2 "7.4
Production Flow Pattern"
Satellite Production and Non-Satellite Production will flow across the Host Infrastructure as indicated on Exhibit “C” (Host Facilities Schematic).  For reference purposes, an equipment layout and process flow schematic depicting the interface between the Receiving Facilities and the Host facilities is included as Exhibit “C” (Host Facilities Schematic) on the Effective Date of this Agreement.

7.5
Measurement Standardstc  \l 2 "7.5
Measurement Standards"
The measurement of Oil, Gas, and produced water shall be measured as recommended by, and in accordance with the (i) BOEM and/or BSEE surface commingling application approval, (ii) requirements levied herein, (iii) recommendations contained in the equipment manufacturers’ installation and operation technical manuals to the extent practicable, and (iv) API Manual of Petroleum Measurement Standards 20.1.  Gas measurement will also be in accordance with the latest edition of the AGA Gas Measurement Committee Report No. 3 and the API Manual of Petroleum Measurement Standards 21.1 and any updated or replacement reports and standards.  In the event of a conflict between (i), (ii), (iii), and/or (iv) of this section, (i) will prevail.

7.6
Production Allocationtc  \l 2 "7.6
Production Allocation"
Subject to the provisions of Article VII (Metering and Allocation), the Host Operator will, on a monthly basis, sample, meter, and allocate (or cause to have sampled, metered, and allocated) Satellite Production, Host Production and, if applicable, Third Party Production in compliance with the BOEM and/or BSEE surface commingling permit.  The Host Operator will on a monthly basis, make an allocation of the total of the common stream of Oil, Gas, and water production delivered to the applicable Delivery Points for Oil, Gas, and water during the prior month, between the Satellite Leases, the Host Leases and, if applicable, Third Party Production on the Host.  The Host Operator will provide, within a reasonable time during the month following the month of production, an allocation statement and well test information to the Satellite Operator, showing, at a minimum, the following information: (i) Oil, Gas, and water production from all sources of production on the Host, (ii) choke size, (iii) flowing pressure, and (iv) test duration.  As to (ii), (iii), and (iv), such information will be limited to that concerning the Satellite Production System and Satellite Leases.  The Producers will be responsible for all governmental and regulatory agency reporting and filing requirements for the Satellite Production and Satellite Leases.  The Satellite Operator may witness any and all well tests related to the Satellite Production and Satellite Leases, meter provings, and samplings at its sole cost, risk and expense upon reasonable advance notice to the Host Operator; provided, however, the Producers’ access to the Host will not cause interference with ongoing operations and Host Operator Owners will not be required to provide transportation to Satellite Operator to and from the Host.

7.7
Oil Meter Readingstc  \l 2 "7.7
Oil Meter Readings"
The readings for Oil meters used for allocation purposes on the Host as set forth by the BOEM and/or BSEE in the surface commingling permit will be corrected monthly for meter factor, temperature, BS&W content, API gravity, and shrinkage of the Oil streams.

7.8
Gas Adjustmenttc  \l 2 "7.8
Gas Adjustment"
The Satellite Leases will be proportionately allocated on a gas flow rate basis to determine the Satellite Leases actual production and disposition of sales, fuel, vent, and flare Gas.  The Host Operator, will on a monthly basis, determine, document, and reduce from available sales, the Producers’ share of Host fuel, flare and vent Gas utilized during the prior month.  The Producers’ share of fuel, vent, and flare will be allocated based upon the ratio of the total Satellite Production to the total production handled/processed on the Host (production throughput basis), with the numerator of such ratio being equal to the sum of the Satellite Gas Production and Satellite Oil Production (collectively expressed in OEB) and the denominator of such ratio being equal to the sum of Satellite Gas Production, Satellite Oil Production, Host Gas Production, Host Oil Production, and Third Party Production (Oil and Gas) (collectively expressed in OEB); provided, however, that fuel requirements for Satellite Production will not be burdened with fuel for compression until such time as Satellite Production requires compression and is provided pursuant to this Agreement.  In the event any or all Satellite Gas Production is compressed, the Producers’ share of Gas  utilized for compression will be allocated based upon the ratio of Satellite Gas Production requiring compression to the total Gas production compressed on the Host (Gas throughput basis).

7.9
BTU Adjustmentstc  \l 2 "7.9
BTU Adjustment"
The Parties recognize that the gas purchaser will compensate the Parties for the BTU content of the common stream of Gas passing through the Delivery Point, and further recognize that the Gas production from the Satellite Leases may either dilute or enrich the BTU content of the commingled Host Gas Production and/or, if applicable Third Party Production.  Therefore, the Host Operator will, on a monthly basis, cause a sample of the Satellite Production stream, Host Production stream and, if applicable, Third Party Production streams to be taken to determine the BTU value thereof.  Therefore, the Host Operator will utilize the results of the analysis of the BTU sample for the purpose of adjusting the allocated volume described in this Article VII (Metering and Allocation).  Such BTU analysis will be the basis for an accounting adjustment which results in a MMBTU allocation of the Satellite Production.  The Gas, including flash gas, if any, will be sampled and tested each month to determine BTU and natural Gas liquid content.  Any allocation of Production will include adjustments in accordance with such BTU content based on such sampling and testing.  The cost of installation, calibration, inspection and maintenance of such metering and sampling equipment (costs borne solely by the Producers), as well as the sampling and testing will be a Host Shared Expense and such adjustments will be made commencing with Satellite First Production.

7.10
Shrink and Flash Gas Adjustmentstc  \l 2 "7.10
Shrink and Flash Gas Adjustments"
Each month the Host Operator will sample and test, or cause to be sampled and tested, Satellite Oil Production, Host Oil Production and, if applicable, Third Party Oil Production to determine flash gas volume factors and liquid shrinkage factors for each Oil stream.  The Host Operator will utilize the results of the analysis to adjust the allocated volumes provide for in this Article VII (Metering and Allocation).

7.11
Transportation Gains/Lossestc  \l 2 "7.11
Transportation Losses"
Any allocation of transportation gains or losses of Oil and/or Gas by the Oil Export Pipeline or the Gas Export Pipeline back to the applicable Delivery Point shall be handled and allocated in accordance with the applicable Oil and/or Gas Export Pipeline transportation agreement.  For purposes of this Section 7.11 (Transportation Gains/Losses), the Host Operator or the Owners are not responsible for monitoring or addressing nominations, imbalances, and/or over/shorts (including the preparation and distribution of over/short and/or imbalance statements, et cetera) that are deemed to occur downstream of the applicable Delivery Point and not as a result of the Host allocation process set forth in this Agreement that occurs upstream of the applicable Delivery Point.

7.12
Downstream Productstc  \l 2 "7.12
Downstream Products"
Any allocation or adjustments thereto of retrograde condensate/Gas pipeline liquids recovered from downstream Gas pipelines (includes the Gas Export Pipeline), flash gas, plant product content, and so forth back to the Gas Delivery Point shall be handled and allocated in accordance with the applicable Gas Export Pipeline transportation agreement.  For purposes of this Section 7.12 (Downstream Products), the Host Operator or the Owners are not responsible for monitoring or addressing nominations, imbalances, and/or over/shorts (including the preparation and distribution of over/short and/or imbalance statements, et cetera) that are deemed to occur downstream of the Gas Delivery Point and not as a result of the Host allocation process set forth in this Agreement that occurs upstream of the Gas Delivery Point.

7.13
Re-Allocationstc  \l 2 "7.13
Re-Allocations"
Notwithstanding the audit time period set forth in Exhibit “B” (Accounting Procedures) of this Agreement, in the event the BOEM and/or BSEE requires the Host Operator for any reason to re-allocate production between the Host Leases, Satellite Leases, and/or other leases, the Host Operator has the right to re-allocate production to/from the Host Leases and the Satellite Leases and/or Third Party leases by implementing the requirements of the approved surface commingling permit, as may be amended from time to time utilizing reasonable industry practices/standards and regulatory requirements.

7.14
Quality Banktc  \l 2 "7.14
Quality Bank"
The Producers and the Owners will utilize the procedures in accordance with Exhibit “H” (Host Oil Quality Bank Procedures) to handle oil quality difference between Host Production, Satellite Production, and, if applicable, Third Party Production.

7.15
Third Party Contractorstc  \l 2 "7.15
Third Party Contractors"
The Host Operator, may, in its sole discretion, utilize the services of a Third Party contractor for the purpose of gathering and providing the Host Operator, on a monthly basis, the information and data necessary (includes, without limitation, any on site liquid and gas sampling, meter calibration, meter equipment and sampling device maintenance and repair, laboratory analysis, and allocations using laboratory analysis) to perform, or cause to be performed, the sampling, testing, measurement, and allocations provided for in this Article VII (Metering and Allocation).  The costs of such services are a Host Shared Expense under Exhibit “E” (Operating and Maintenance Expense Matrix).

ARTICLE VIII  -  GATHERING AND TRANSPORTATIONtc  \l 1 "ARTICLE VIII  –  GATHERING AND TRANSPORTATION"
8.1
Product Dispositiontc  \l 2 "8.1
Product Disposition"
Commencing at the Delivery Point, the Producers will (i) take in kind and remain solely and separately responsible for the disposition, transportation, and sale of Satellite Production and (ii) bear all costs and liabilities associated with such disposition, transportation, and sale.  The Owners will have no liability for any costs of production transportation, production processing, penalties and/or associated costs downstream of the Delivery Point which are attributable to the Satellite Production and/or allocated to the Producers (individually and/or jointly).

8.2
Gas Imbalancestc  \l 2 "8.2
Gas Imbalances"
The Producers and the Owners will utilize procedures in accordance with Exhibit “F” (Host Gas Balancing Procedures) to this Agreement to handle Gas imbalances between the Host Production and the Satellite Production.

ARTICLE IX  -  SUSPENSION OF OPERATIONS AND FORCE MAJEUREtc  \l 1 "ARTICLE IX  –  SUSPENSION OF OPERATIONS AND FORCE MAJEURE"
9.1
Noticetc  \l 2 "9.1
Product Disposition"
A Party which is unable, in whole or in part, to carry out its obligations under this Agreement due to Force Majeure will promptly give written notice to that effect to the other Party or Parties stating in reasonable detail the circumstances underlying such Force Majeure.

9.2
Suspension of Obligationtc  \l 2 "9.2
Suspension of Obligation"
The obligations of the Party giving such notice as provided in Section 9.1, so far as they are affected by such Force Majeure, will be suspended during the continuance of any liability so caused, but for no longer period, and such cause will be remedied with all reasonable diligence.  No Party is liable to the other Party or Parties for failure to perform any of its obligations under this Agreement, other than the obligation to pay monies due hereunder, to the extent such performance is hindered, delayed or prevented by Force Majeure.

9.3
Resolutiontc  \l 2 "9.3
Resolution"
A Party claiming Force Majeure will:  (i) diligently use all reasonable and prudent efforts to remedy or remove the cause, condition, or event or circumstance of such Force Majeure, (ii) promptly give written notice to the other Party of the anticipated termination of the Force Majeure, (iii) resume performance of any suspended obligation as soon as reasonably possible after termination of the Force Majeure, and (iv) not be obligated to settle any labor dispute except on terms acceptable to it in its sole discretion.

9.4
Suspension of Operationstc  \l 2 "9.4
Suspension of Operation"
9.4.1
The Host Operator reserves and has the right to suspend the Services set forth in this Agreement during the existence of conditions which render or have the potential to render, the Host or any downstream facility unsafe, or during the existence of or the imminent possibility of a Force Majeure condition affecting or potentially affecting the Host or any downstream facility as further provided in Section 9.2 of this Agreement.

9.4.2
The Producers specifically understand that operations and activities on facilities downstream of the Host may impact operations on the Host.  Further, at is sole discretion, the Host Operator has the right to shut down the Host and temporarily discontinue the Services contemplated by this Agreement for any necessary repairs or changes to the Host or any downstream facility.  In such cases neither the Host Operator nor the Owners will have any liability to the Producers for deferred production, lost production, or any other direct, indirect or consequential damages.

9.5
Host Operator’s Right to Shut Down Operations on Hosttc  \l 2 "9.5
Host Operator’s Right to Shut Down Operation on Host"
9.5.1
In addition to Section 9.4 (Suspension of Operations), the Host Operator has the absolute discretion and authority to partially or totally shutdown any and all operations and activities, and permanently or temporarily discontinue the Services related to the Host or downstream facilities, contemplated hereunder at any time or from time to time, if in the Host Operator’s sole discretion, such shutdown is warranted due to one or more of the following:



(a)
To ensure the safety of persons, property or the environment; or

(b)
To ensure the operational integrity of the Host and/or  downstream facilities; or

(c)
To access or conduct an analysis (e.g. root cause analysis) of any incident on the Host and take whatever action is necessary to ensure re-occurrence of the incident is minimized or eliminated.

(d)
Construction or repairs on or to the Host and/or downstream facilities; or

(e)
The existence of a Force Majeure condition, as further described in Section 2.2.15 herein.

(f)
The failure by the Producers to pay invoices submitted under Article V (Fees & Expenses/Accounting Procedures) and Exhibit “B” (Accounting Procedures) hereof, subject to Section 9.6.3 hereinbelow; or

(g)
Failure by the Parties to mutually agree on a fair methodology by which the Owners will recover any increase costs associated with changes in governmental regulations as described in Section 5.4 (Future Governmental Regulations) of this Agreement, subject to Section 9.6.3 hereinbelow.

9.5.2
The Host Operator will notify the Producers in writing in the event of any of the occurrences listed above.  In such cases, the Host Operator has no liability to the Producers for deferred production, lost production, deferred revenue, loss of revenue, damage to flowlines, wells or reservoirs, loss of wells or any direct, indirect or consequential damages arising from such shutdowns.  Whenever reasonably possible, the Host Operator agrees to give the Producers reasonable advance notice of any scheduled shutdowns of the Host.

9.6
Host Operator’s Right to Shut down Operations on Satellitetc  \l 2 "9.6
Host Operator’s Right to Shut down Operations on Satellite"
9.6.1
In addition to Section 9.4 (Suspension of Operations), and the foregoing, the Host Operator has the absolute discretion and authority to partially or totally shutdown any and all operations and activities, and permanently or temporarily discontinue the Services, related to the Satellite Leases, including, without limitation, the Satellite Production System at any time and from time to time, if in the Host Operator’s sole discretion, such shutdown is warranted due to one or more of the following:



(a)
To ensure the safety of persons, property, or the environment; or

(b)
To ensure the operational integrity of the Host and/or downstream facilities; or

(c)
Construction or repairs on or to the Host and/or the downstream facilities; or

(d)
The Producers’ failure to provide proper notice in accordance with the requirements outlined in this Agreement; or

(e)
The Producers’ failure to conduct operations in accordance with this Agreement, subject to Section 9.6.3 hereinbelow; or



(f)
The termination of this Agreement; or

(g)
The existence of a Force Majeure condition, as further described in Section 2.2.15 herein; or

(h)
Any material breach by the Producers’ of this Agreement [includes, but is not limited to, the Producers’ failure to pay invoices submitted under Article III (Infrastructure and Facilities), Article IV (Services), Article V (Fees & Expenses/Accounting Procedures) and Exhibit “B” (Accounting Procedures) hereof], and Article VI (Capacity) subject to Section 9.6.3 hereinbelow; or

(i)
Incompatibility of Satellite Production as determined pursuant to Section 6.4 (Production Compatibility); or

(j)
Failure by the Parties (includes the Owners and the Producers) to mutually agree on a fair methodology by which the Owners will recover any increased costs associated with changes in governmental regulations as described in Section 5.4 (Future Governmental Regulations) of this Agreement, subject to Section 9.6.3 hereinbelow; or

(k)
The occurrence of Default set forth in Section 10.2 (“Default”).

9.6.2
The Host Operator will notify the Satellite Operator in writing in the event of any of the occurrences mentioned above.  In such cases, the Host Operator has no liability to the Producers or any party for deferred production, lost production, loss of revenue, loss of flowlines, loss of wells, damage or loss of use (e.g. paraffin and/or hydrate damage) to wells or reservoirs or flowlines or any direct, indirect, or consequential damages arising from such shutdowns.  Whenever possible, the Host Operator agrees to give reasonable advance notice for any scheduled shutdown of the Host.

9.6.3
In the event of the occurrence of one (1) or more of the events listed in Sections 9.5.1(f), 9.5.1(g), 9.6.1(e), 9.6.1(h), 9.6.1(j), and 9.6.1(k), prior to shutting down the Satellite Production System, the Host Operator will give the Satellite Operator written notice of the occurrence of such event.  In the event the Producers do not cure same within thirty (30) Days after receipt of such written notice, the Host Operator has the right to shutdown the Satellite Production System without incurring any liability or obligation to the Producers.  However, if the event specified in the notice is of such a nature that it reasonably cannot be corrected within the thirty (30) Day period (other than the Producers’ obligations to make payments of money due hereunder) and the Producers begin within said period corrective action and thereafter diligently carry such corrective action to completion, the Host Operator will not shutdown the Satellite Production System.

9.6.4
Should Host Operator shutdown all or a portion of the Host for reasons described under this Article IX (Suspension of Operations and Force Majeure), Operator will as soon as reasonably possible after the shutdown event has been addressed, re-establish such Services shut down.

ARTICLE X  -  TERM, DEFAULT, AND TERMINATIONtc  \l 1 "ARTICLE X  –  TERM, DEFAULT, AND TERMINAITON"
10.1
Term of Agreementtc  \l 2 "10.1
Term of Agreement"
As of the Effective Date, this Agreement will continue to be in force and effect  until it is terminated pursuant to the voluntary and involuntary provisions set forth in Sections 10.2 (Default), 10.3 (Termination by Owners), and 10.4 (Termination by Producers).

10.2
Defaulttc  \l 2 "10.2
Default"
The occurrence of any of the following events constitutes default (“Default”):

10.2.1
The failure of a Party (the “Non-Performing Party”) to perform or comply with any material covenant, term, condition, obligation or other material provision contained in this Agreement when such failure has not been remedied by the Non-Performing Party within _______ (___) Days (the “Notice Period”) following receipt of written notice from another Party describing the alleged non-performance or non-compliance with particularity and demanding that such non-performance or non-compliance be cured or remedied; provided, however, that there is no Default if the failure cannot reasonably be cured within such Notice Period so long as:

(a)
the Non-Performing Party commences reasonable efforts to remedy or cure said failure promptly upon receipt of the written notice,

(b)
the Non-Performing Party continues these efforts after the Notice Period and until the failure has been cured or remedied, and

(c)
such remedy or cure has been affected within a reasonable period of time.

10.2.2
The entry of a Party into voluntary or involuntary bankruptcy, receivership or similar protective proceedings; or

10.2.3
The material breach of any representation or warranty contained in Sections 15.4 (Representations and Warranties) and 15.5 (Warranty of Title).

In the event of termination for Default, the Non-Performing Party remains liable for all duties, obligations and liabilities incurred prior to the termination date.

10.3
Termination by Ownerstc  \l 2 "10.3
Termination by Owners"

10.3.1
The Owners, upon their unanimous agreement, have the right to terminate this Agreement in the following circumstances:


(a)
On not less than ________ (___) month(s) written notice by the Host Operator to the Satellite Operator, if the BOEM and/or BSEE issues a decision disapproving the surface commingling permit application submitted by the Host Operator pursuant to Section 7.2.1 or any other necessary permits and such decision has not been appealed or a revised application has not been filed; or


(b)
On not less than _____ (___) month(s) written notice by the Host Operator to the Satellite Operator, if no Satellite Production is delivered to the Entry Point for any reason, including Force Majeure, for any period of ________________ (____) consecutive calendar months following the Effective Date of this Agreement.

10.3.2
This Agreement terminates on not less than ____ (___) month(s) written notice by the Host Operator to the Satellite Operator, if destruction of, major damage to, or total or constructive loss of the Host occurs and the Owners elect to not repair or replace the Host for use at the Host Leases.  The Owners have no obligation to replace or repair the Host.

10.4
Termination by Producerstc  \l 2 "10.4
Termination by Producers"

10.4.1
The Producers, upon their unanimous agreement, have the right to terminate this Agreement in the following circumstances:


(a)
On not less than ________ (___) month(s) written notice by the Satellite Operator to the Host Operator, if the BOEM and/or BSEE issues a decision disapproving the surface commingling permit application submitted by the Host Operator pursuant to Section 7.2.1 or any other necessary permits and such decision has not been appealed or a revised application has not been filed; or


(b)
On not less than _____ (__) month(s) written notice by the Satellite Operator to the Host Operator, if no production handling capacity is available for Satellite Production for any reason, including Force Majeure, for any period of____________ (___) consecutive calendar months following the Effective Date of this Agreement.


10.4.2
This Agreement terminates on not less than ____________ (___) month(s) written notice by the Satellite Operator to the Host Operator, if (i) delivery of Satellite Production to the Host is not technically feasible or economically justifiable in the sole judgment of the Producers, and (ii) there will be a permanent Cessation of Production from the Satellite Leases within the time period set forth in this Section 10.4.2.

10.4.3
This Agreement terminates on not less than _____ (__) month(s) written notice by the Satellite Operator to the Host Operator, if Satellite Production permanently ceases for any reason whatsoever.

10.5
Responsibilities and Obligations at Terminationtc  \l 2 "10.5
Responsibilities and Obligaitons at Termination"
The Parties have the following responsibilities upon termination of this Agreement and/or Permanent Cessation of Production from the Satellite Leases:


10.5.1
The Producers are responsible for: (i) the disconnection of the Satellite Production System from the Entry Point, (ii) the removal of those Satellite Production System components located on the Host, and (iii) all costs associated with such disconnection and removal.  However, the Owners, at their sole discretion may either:

(a)
(i) Require Producers to remove timely and/or abandon on a schedule approved by Host Operator the Satellite Production System from the Host and disconnect the Satellite Production System from the Host and remove the Producers pipelines and risers up to the Entry Point insofar as such facilities are located within _____ (______) feet of the Host; (ii) cleanup and paint the area on the Host which is occupied by components of the Satellite Production System, and (iii) repair and replace any damages to the Host resulting from the placement of the Satellite Production System on the Host or the removal of the Satellite Production System, if deemed necessary by the Owners at the Producers sole cost, risk, expense and liability, or

(b)
Agree with Producers on another acceptable way to salvage and abandon the Satellite Production System.

10.5.2
If the Owners select Section 10.5.1(a), abandonment of the Satellite Production System will be completed by the Producers within ______ (____) months subsequent to the termination of this Agreement.  All abandonment and removal work performed by or on behalf of the Producers will be performed within the time frame required by this Agreement and in compliance with all applicable Laws, orders, permits, rules, regulations and requirements of appropriate governmental agencies.

10.5.3
In the event the Producers fail to timely perform its abandonment and removal obligations within the applicable time periods as specified in this Agreement, the Host Operator may at its election perform such work and invoice the Producers for all actual costs and expenses associated with the abandonment and removal operations plus a ________ per cent (____%) overhead fee.  However, prior to the Host Operator performing such abandonment work, the Host Operator is required to give the Satellite Operator written notice of its intent to perform the work.  In the event the Producers do not commence abandonment operations within thirty (30) Days after receipt of such written notice, the Host Operator has the right to perform abandonment work related to the Satellite Production System without incurring any liability or obligation to the Producers for such work.  In the event the Host Operator conducts the abandonment work, the Host Operator will directly charge and invoice the Satellite Operator, on behalf of the Producers who are responsible for any costs associated with such abandonment and removal.


10.5.4
The Owners are responsible for the abandonment of the Host.

(a)
During the term hereof, notwithstanding the automatic termination of this Agreement, as specified under Article X (Term, Default, and Termination), if (i) the Owners determine in their sole judgment that it is no longer economic to operate the Host, and (ii) the Owners will permanently cease operations of the Host then the Host Operator will give written notice of such determination to permanently cease operations to the Producers (“Abandonment Notice”).  Within ________ (___) Days following the date of the Host Operator’s Abandonment Notice, the Owners and Producers will mutually agree to pursue one of the following options:

(i)
Terminate this Agreement as of a mutually acceptable effective date. Failure to reach agreement between the Producers and Owners on a effective date under this option within __________ (___) Days constitutes termination of this Agreement; or

(ii)
Negotiate an agreement to provide otherwise.  Failure to reach agreement between the Producers and Owners on a future course of action under this option within __________ (___) Days constitutes termination of this Agreement.

10.5.5
Each Party remains responsible for any accrued financial obligations by that Party with respect to another Party under the terms of this Agreement and will promptly settle such obligations, including any unpaid invoices.

ARTICLE XI  -  LIABILITIES AND INDEMNIFICATIONtc  \l 1 "ARTICLE XI  –  LIABILITIES AND INDEMNIFICAITON"
{When drafting consider: Should there be respective obligations to secure insurance for covering liability to avoid application of the Oil Field Anti-Indemnity Act?}

11.1
Liabilitiestc  \l 2 "11.1
Liabilities"
For purposes of this Article XI (Liabilities and Indemnification), in the event that a Party is both a Producer and an Owner, then all of said Party’s actions in performing any of the functions contemplated in Sections 11.1.1, 11.1.4, and 11.1.6 are conclusively presumed to have been performed in the role of a Producer.  Similarly, all of said Party’s actions in performing any of the functions contemplated in Sections 11.1.2, 11.1.3, and 11.1.5 are conclusively presumed to have been performed in the role of an Owner.

FOR THE PURPOSE OF SECTION 11.1 (LIABILITIES) IN ITS ENTIRETY, “CUSTODY TRANSFER POINT” MEANS THE POINT OF DELIVERY OF SUCH NON-SATELLITE PRODUCTION UNDER THE APPLICABLE PRODUCTION HANDLING AGREEMENT, PROCESSING AGREEMENT, OR OTHER SIMILAR AGREEMENT, AS BETWEEN THE OWNERS OF SUCH PRODUCTION AND THE OWNERS.

11.1.1 Satellite Production Upstream Of Entry Point

AT ALL TIMES THE PRODUCERS SHALL HAVE OWNERSHIP OF THE SATELLITE PRODUCTION.  AT ALL TIMES THE PRODUCERS SHALL HAVE CUSTODY, CONTROL, LIABILITY AND RESPONSIBILITY FOR THE SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE ENTRY POINT.  THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS AND EACH OF THE OWNERS’ OFFICERS, DIRECTORS, EMPLOYEES, AFFILIATES AND INSURERS (COLLECTIVELY, THE “OWNERS’ GROUP”) HARMLESS AGAINST ALL LOSSES AND/OR ALL ENVIRONMENTAL LOSSES RELATED TO ANY RELEASE OF SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE ENTRY POINT, WITHOUT REGARD TO THE CAUSE(S) THEREOF, INCLUDING, WITHOUT LIMITATION, PRE-EXISTING CONDITIONS, THE UNSEAWORTHINESS OF ANY VESSEL, THE STRICT LIABILITY, NEGLIGENCE, OR OTHER FAULT OF THE OWNERS, THIRD PARTIES OR ANY PARTY, REGARDLESS OF WHETHER THE NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, ACTIVE OR PASSIVE, EXCEPT TO THE EXTENT SUCH LOSSES AND/OR ENVIRONMENTAL LOSSES WERE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE OWNERS.

TO THE EXTENT THAT SUCH LOSSES AND/OR ENVIRONMENTAL LOSSES RELATED TO THE RELEASE OF SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE ENTRY POINT WERE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE OWNERS, THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS AND EACH OF THE PRODUCERS’ OFFICERS, DIRECTORS, EMPLOYEES, AFFILIATES AND INSURERS (COLLECTIVELY, THE “PRODUCERS’ GROUP”) HARMLESS AGAINST ALL LOSSES AND/OR ALL ENVIRONMENTAL LOSSES RELATED TO THE RELEASE OF SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE ENTRY POINT.

11.1.2 Satellite Production Downstream Of Entry Point

THE OWNERS SHALL HAVE CUSTODY, CONTROL, LIABILITY AND RESPONSIBILITY FOR SATELLITE PRODUCTION FROM THE ENTRY POINT UNTIL SAID PRODUCTION IS DELIVERED TO THE RESPECTIVE DELIVERY POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF IN CONNECTION WITH HOST OPERATIONS.  THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS’ GROUP HARMLESS AGAINST ALL LOSSES AND/OR ALL ENVIRONMENTAL LOSSES (TO THE EXTENT OWNERS BEAR ANY ENVIRONMENTAL LOSSES AS SET FORTH BELOW IN THIS ARTICLE 11.1.2) RELATED TO ANY RELEASE OF SATELLITE PRODUCTION FROM THE ENTRY POINT UNTIL SAID PRODUCTION IS DELIVERED TO THE RESPECTIVE DELIVERY POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF WITHOUT REGARD TO THE CAUSE(S) THEREOF, INCLUDING, WITHOUT LIMITATION, PRE-EXISTING CONDITIONS, THE UNSEAWORTHINESS OF ANY VESSEL, THE STRICT LIABILITY, NEGLIGENCE, OR OTHER FAULT OF THE PRODUCERS, THIRD PARTIES OR ANY PARTY, REGARDLESS OF WHETHER THE NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, ACTIVE OR PASSIVE, EXCEPT TO THE EXTENT SUCH LOSSES AND/OR ENVIRONMENTAL LOSSES WERE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE PRODUCERS.

ENVIRONMENTAL LOSSES SHALL BE BORNE BY THE PRODUCERS IF THE EVENT GIVING RISE TO SAME OCCURS ON THE HOST FROM THE ENTRY POINT UNTIL SAID PRODUCTION IS DELIVERED TO THE RESPECTIVE DELIVERY POINT AND IS DIRECTLY ASSOCIATED WITH SATELLITE PRODUCTION.  ENVIRONMENTAL LOSSES SHALL BE BORNE BY THE OWNERS IF SUCH EVENT IS ONLY ASSCIATED WITH HOST PRODCUTION AND NOT ASSOCIATED WITH SATELLITE PRODUCTION.  IN THE INSTANCE WHERE THE SOURCE CAUSING THE ENVIRONMENTAL LOSSES CAN NOT BE DETERMINED, THEN ENVIRONMENTAL LOSSES SHALL BE BORNE PROPORTIONATELY BY THE OWNERS AND THE PRODUCERS BASED ON THE RATIO OF THEIR RESPECTIVE PRODCUTION EXPRESSED IN LEBS TO THE TOTAL OF ALL PRODUCTION HANDLED ON THE HOST EXPRESSED IN LEBS DURING THE PRIOR ____ (__) MONTHS IMMEDIATELY PRECEDING THE INCIDENT FROM WHICH THE LOSSES AND/OR ENVIRONMENTAL LOSSES AROSE.  

TO THE EXTENT THAT SUCH LOSSES AND/OR ENVIRONMENTAL LOSSES RELATED TO THE RELEASE OF SATELLITE PRODUCTION FROM THE ENTRY POINT UNTIL SAID PRODUCTION IS DELIVERED TO THE RESPECTIVE DELIVERY POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF WERE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE PRODUCERS, THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS’ GROUP HARMLESS AGAINST ALL LOSSES AND/OR ALL ENVIRONMENTAL LOSSES RELATED TO THE RELEASE OF SATELLITE PRODUCTION FROM THE ENTRY POINT UNTIL SAID PRODUCTION IS DELIVERED TO THE RESPECTIVE DELIVERY POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF.

11.1.3 Non-Satellite Production

AS BETWEEN THE PARTIES HERETO, THE OWNERS SHALL HAVE CUSTODY, CONTROL, LIABILITY AND RESPONSIBILITY FOR NON-SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE CUSTODY TRANSFER POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF.  THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS’ GROUP HARMLESS AGAINST ALL LOSSES AND/OR ALL ENVIRONMENTAL LOSSES RELATED TO ANY RELEASE OF NON-SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE CUSTODY TRANSFER POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF WITHOUT REGARD TO THE CAUSE(S) THEREOF, INCLUDING, WITHOUT LIMITATION, PRE-EXISTING CONDITIONS, THE UNSEAWORTHINESS OF ANY VESSEL, THE STRICT LIABILITY, NEGLIGENCE, OR OTHER FAULT OF THE PRODUCERS, THIRD PARTIES OR ANY PARTY, REGARDLESS OF WHETHER THE NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, ACTIVE OR PASSIVE, BUT ONLY TO THE EXTENT OF THE RATIO OF NON-SATELLITE PRODUCTION EXPRESSED IN LEBS TO THE TOTAL OF ALL PRODUCTION HANDLED ON THE HOST EXPRESSED IN LEBS DURING THE PRIOR ____ (__) MONTHS IMMEDIATELY PRECEDING THE INCIDENT FROM WHICH THE LOSSES AND/OR ENVIRONM,ENTAL LOSSES AROSE, EXCEPT TO THE EXTENT SUCH LOSSES AND/OR ENVIRONMENTAL LOSSES WERE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE PRODUCERS.

TO THE EXTENT THAT SUCH LOSSES AND/OR ENVIRONMENTAL LOSSES RELATED TO THE RELEASE OF NON-SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE CUSTODY TRANSFER POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF WERE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE PRODUCERS, THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS’ GROUP HARMLESS AGAINST ALL LOSSES AND/OR ALL ENVIRONMENTAL LOSSES RELATED TO THE RELEASE OF NON-SATELLITE PRODUCTION FROM THE POINT OF PRODUCTION UNTIL SAID PRODUCTION IS DELIVERED TO THE CUSTODY TRANSFER POINT OR IS PROPERLY AND LAWFULLY DISPOSED OF.

FOR THE PURPOSE OF THIS SECTION 11.1.3, “NON-SATELLITE PRODUCTION” EXCLUDES HOST PRODUCTION.

11.1.4 Satellite Production System

THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS’ GROUP HARMLESS AGAINST ALL LOSSES ARISING FROM THE DESIGN, PROCUREMENT, FABRICATION, CONSTRUCTION, INSTALLATION, COMMISSIONING, OPERATION, INSPECTION, MAINTENANCE, REPAIR, MODIFICATION, REPLACEMENT, AND/OR ABANDONMENT OF THE SATELLITE PRODUCTION SYSTEM, WITHOUT REGARD TO THE CAUSE(S) THEREOF, INCLUDING, WITHOUT LIMITATION, PRE-EXISTING CONDITIONS, THE UNSEAWORTHINESS OF ANY VESSEL, THE STRICT LIABILITY, NEGLIGENCE, OR OTHER FAULT OF THE OWNERS, THIRD PARTIES OR ANY PARTY, REGARDLESS OF WHETHER THE NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, ACTIVE OR PASSIVE, EXCEPT TO THE EXTENT SUCH LOSSES ARE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE OWNERS.

TO THE EXTENT SUCH LOSSES ARE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE OWNERS, THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS’ GROUP HARMLESS AGAINST ALL LOSSES ARISING FROM THE DESIGN, PROCUREMENT, FABRICATION, CONSTRUCTION, INSTALLATION, COMMISSIONING, OPERATION, INSPECTION, MAINTENANCE, REPAIR, MODIFICATION, REPLACEMENT, AND/OR ABANDONMENT OF THE SATELLITE PRODUCTION SYSTEM.

11.1.5 Receiving Facilities and Host

THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS’ GROUP HARMLESS AGAINST ALL LOSSES ARISING FROM THE:

(A)
FABRICATION, CONSTRUCTION, INSTALLATION, TIE-IN AND/OR COMMISSIONING OF THE RECEIVING FACILITIES,

 (B)
INSPECTION, MAINTENANCE, REPAIR, REPLACEMENT, MODIFICATION, AND/OR ABANDONMENT OF THE HOST,

EXCLUDING LOSSES BASED ON THE RATIO OF SATELLITE CAPACITY EXPRESSED IN LEBS TO THE HOST CAPACITY EXPRESSED IN LEBS AND, EXCEPT TO THE EXTENT SUCH LOSSES ARE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE PRODUCERS.

TO THE EXTENT SUCH LOSSES ARE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE PRODUCERS, THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS’ GROUP HARMLESS AGAINST ALL LOSSES ARISING FROM THE:

(A)
FABRICATION, CONSTRUCTION, INSTALLATION, TIE-IN AND/OR COMMISSIONING OF THE RECEIVING FACILITIES,

 (B)
INSPECTION, MAINTENANCE, REPAIR, REPLACEMENT, MODIFICATION, AND/OR ABANDONMENT OF THE HOST.

11.1.6 Non-Conforming Production

THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS’ GROUP HARMLESS AGAINST ALL LOSSES ARISING FROM THE OPERATION, INSPECTION, MAINTENANCE, REPAIR, REPLACEMENT, AND/OR MODIFICATION OF THE HOST TO THE EXTENT SUCH LOSSES ARE CAUSED BY NON-CONFORMING PRODUCTION, WITHOUT REGARD TO THE CAUSE(S) THEREOF, INCLUDING, WITHOUT LIMITATION, PRE-EXISTING CONDITIONS, THE UNSEAWORTHINESS OF ANY VESSEL, THE STRICT LIABILITY, NEGLIGENCE, OR OTHER FAULT OF THE OWNERS, THIRD PARTIES OR ANY PARTY, REGARDLESS OF WHETHER THE NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, ACTIVE OR PASSIVE, EXCEPT TO THE EXTENT SUCH LOSSES ARE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE OWNERS.

TO THE EXTENT SUCH NON-CONFORMING LOSSES ARE CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF ANY OF THE OWNERS, THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS’ GROUP HARMLESS AGAINST ALL LOSSES ARISING FROM THE OPERATION, INSPECTION, MAINTENANCE, REPAIR, REPLACEMENT, AND/OR MODIFICATION OF THE HOST TO THE EXTENT SUCH LOSSES ARE CAUSED BY NON-CONFORMING PRODUCTION.

11.1.7 Application of Indemnities

Unless otherwise provided in this Agreement, the liabilities covered and indemnities given by the Parties hereunder apply regardless of, and include, the unseaworthiness or unairworthiness of vessels or aircraft, defects in any building, structure or equipment; and conditions, acts or omissions which impose strict liability on the indemnified Party. The liability of the Parties hereunder is not limited by any amounts of insurance, or any pre-existing conditions, whether known or unknown.

11.2
Indemnification With Respect to Warranty of Titletc  \l 2 "11.2

Indemnification With Respect to Warranty of Title"

11.2.1
Satellite Production

THE PRODUCERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE OWNERS' GROUP HARMLESS AGAINST ALL CLAIMS, SUITS, ACTIONS, DEBTS, LIENS, ACTS, DAMAGES, COSTS, LOSSES AND EXPENSES BROUGHT BY ANY PERSON(S) CHALLENGING, OR CLAIMING AN ENTITLEMENT TO, THE OWNERSHIP OF SATELLITE PRODUCTION AND ANY ROYALTIES OR OTHER INTERESTS BURDENING SUCH OWNERSHIP.

11.2.2 Non-Satellite Production

THE OWNERS WILL DEFEND, INDEMNIFY, RELEASE AND HOLD THE PRODUCERS’ GROUP HARMLESS AGAINST ALL CLAIMS, SUITS, ACTIONS, DEBTS, LIENS, ACTS, DAMAGES, COSTS, LOSSES AND EXPENSES BROUGHT BY ANY PERSON(S) CHALLENGING, OR CLAIMING AN ENTITLEMENT TO, THE OWNERSHIP OF THE NON-SATELLITE PRODUCTION AND ANY ROYALTIES OR OTHER INTERESTS BURDENING SUCH OWNERSHIP.

11.3
Waiver of Consequential Damagestc  \l 2 "11.3
Waiver of Consequential Damages"
Under no circumstances will any Party be liable to another Party under this Agreement for punitive, exemplary, special, indirect, incidental or consequential damages resulting from or arising out of this Agreement including, without limitation, loss of or deferred production, loss of profit or business interruption, damage to wells or reservoirs, or loss of wells, without regard to the causes thereof, including pre-existing conditions, the unseaworthiness of any vessel, the strict liability, negligence or other fault of any Party, regardless of whether the negligence be sole, joint or concurrent, active or passive, and even if caused by a Party’s gross negligence or willful misconduct.

11.4
Individual Obligationstc  \l 2 "11.4
Inividual Obligations"
The rights and liabilities hereunder are several and not joint or collective.  Except as otherwise provided herein, the Owners and Producers will be responsible only for their share of the costs and liabilities incurred as provided in this Article 11 (Liabilities and Indemnification) and this Agreement.  Except as provided in Section 5.8 (Royalty and Taxes), nothing contained herein will ever be construed as creating a partnership, joint venture, association or other character of business entity recognizable in law for any purpose.  Each Party will hold all the other Parties harmless from liens and encumbrances on the Host Leases, Host, Satellite Leases, and Satellite Production System as a result of its acts.

11.5
Claims for Indemnificationtc  \l 2 "11.5
Claims for Indemnification"
Whenever any claim arises for indemnification hereunder, the Party owed indemnity (the “Indemnified Party”) will promptly notify the Party owing indemnity (the “Indemnifying Party”) by written notice and will include all details of such claim.  Any costs incurred in defending any such claim must be reasonable and calculated in good faith.  Any Indemnified Party is entitled to participate in, but not control, the defense of any such claim or litigation resulting therefrom, and in any event will cooperate to the extent reasonably necessary to assist the Indemnifying Party in defending the claim or litigation.  If the Indemnifying Party does not elect to defend the litigation as provided above, the Indemnified Party may defend against such claim or litigation in such manner as it may deem appropriate, including without limitation settling such claim or litigation, after giving prior written notice of the same to the Indemnifying Party, on such terms as such Indemnified Party may deem reasonable and appropriate.  The Indemnifying Party will promptly reimburse the Indemnified Party for costs incurred in connection with such claim for litigation, including the cost of settlement, within thirty (30) Days from receipt of invoice therefore.

ARTICLE XII  -  INSURANCE AND BONDStc  \l 1 "ARTICLE XII  –  INSURANCE AND BONDS"
12.1
Insurancetc  \l 2 "12.1
Insurance"
12.1.1
Throughout the term of this Agreement, each Party hereto, at its sole cost and expense, will procure such insurance (or self insure, only allowed if an original signatory Party hereto or an Affiliate of an original signatory Party hereto) as it deems necessary in discharging its obligations hereunder, including those necessary to protect against all claims for damages, risk of losses and contractual indemnities covered by this Agreement.  All policies of insurance purchased which are intended to cover any damages, liabilities, expenses, losses, claims, costs (including attorneys’ fees), suits and causes of action incurred by a Party hereunder will be properly endorsed to waive the insurer’s rights of subrogation, under any such policies, against the other Parties hereto (or said Parties’ respective insurers) when said Party is released from liability or loss or damage pursuant to this Agreement, and may name the other Parties (subject to such other Parties’ approval) as an additional insured in the proportion that indemnity obligations are assumed hereunder.

12.1.2
The Host Operator and the Satellite Operator will maintain the insurance coverage provided in Exhibit “I” (Insurance Provisions).

12.2
Bondstc  \l 2 "12.2
Bonds"
The Host Operator and the Satellite Operator will obtain and maintain any and all bonds required to be carried by any applicable law, regulation, or rule.  The Host Operator and the Satellite Operator will require all contractors to obtain and maintain all bonds required to be carried by any applicable law, regulation, or rule.

ARTICLE XIII  -  SUCCESSORS AND ASSIGNStc  \l 1 "ARTICLE XIII  –  SUCCESSORS AND ASSIGNS"
13.1
Successors and Assignstc  \l 2 "13.1
Successors and Assigns"
This Agreement is binding upon and inures to the benefit of the Parties and their respective heirs, successors and assigns.  Each Party will incorporate in any assignment of its interest in the Host, Satellite Leases or Satellite Production System a provision that such assignment is subject to this Agreement.

13.2
Assignmenttc  \l 2 "13.2
Assignment"
13.2.1
The Producers or each individual member of the Producers have the right at any time to assign its or their rights and obligations in this Agreement in whole or in part to an Affiliate without the prior written consent of the Owners, or to any Third Party that is financially responsible with the prior written consent of the Owners, such consent not to be unreasonably withheld.  The sale or transfer of any ownership interest in the Satellite Leases or the Satellite Production System will be made subject to the rights, duties and obligations of this Agreement, and any such transferee will be obligated to ratify and join this Agreement.  Written notice of the completion of any sale or transfer must be given to the Host Operator within ____ (__) Days of the completion of such transaction and no assignment will be effective until such  ___ (__) Days time period concludes.  The Producers remain responsible for any costs incurred by the Producers, under the terms of this Agreement prior to (a) the Producers receipt of written consent of the assignment from the Owners, (b) Host Operator’s receipt of written notice of the assignment and (c) the assignee’s ratification and joinder to this Agreement.

13.2.2
The sale or transfer of any ownership in the Host will be made subject to the rights, duties and obligations of this Agreement, and any such transferee of such rights, duties and obligations is obligated to ratify and join this Agreement.  Written notice of the completion of any sale or transfer must be given to the Producers within ___ (__) Days of the completion of such transaction.

ARTICLE XIV  -  NOTICEStc  \l 1 "
article xiv  -  notices"
14.1
Giving and Responding to Noticestc  \l 2 "14.1
Giving and Responding to Notices"
Unless otherwise specifically provided herein to the contrary, all notices, responses, demands, waivers, consents and other communications required or permitted to be given under this Agreement will be made in writing, and delivered to the designated representative in person, by facsimile transmission (followed by a telephone call confirming receipt), by U.S. mail, by overnight express or courier, in each instance with proof of delivery.  Notices and responses are deemed to have been duly given and to have become effective (i) upon receipt if delivered in person; (ii) upon receipt if given by facsimile so long as receipt is confirmed by telephone, (iii) ___ (__) business Days after having been delivered to an air courier for overnight delivery; or (iv) upon receipt after having been deposited in the U.S. mail, in each instance all fees prepaid. Any such notice is required to and will be directed to the Party, or its permitted assignee.  Failure to timely respond to any matter requiring consent is deemed a negative response to such proposal.  The following addresses will remain effective until such time as a Party changes its address for notice by giving to the other Parties in accordance with this Section 14.1 (Giving and Responding to Notices).

If to the Satellite Operator, to:

Operational Matters:



_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________

Notices:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________
If to the Host Operator, to:



Payments:

_________________


_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________



Operational Matters:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________



Notices:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________

If to the Owners, to:



Notices:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________

Production Nomination Notices:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________

If to the Producers, to:



Notices:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________

Production Nomination Notices:

_________________



_________________



_________________



_________________



Telephone:  _______



Facsimile:  ________

14.2
Content of Noticetc  \l 2 "14.2
Content of Notice"
Any notice which requires a response within a time period will indicate the applicable response time.  Any notice must contain sufficient detail to allow the Parties to adequately evaluate the scope, timing, costs, etc. of the matter/proposal.

ARTICLE XV  -  ADMINISTRATIVE AND MISCELLANEOUStc  \l 1 "ARTICLE XV  -  ADMINISTRATIVE AND MISCELLANEOUS"
15.1
Infrastructure Disclaimertc  \l 2 "15.1
Infrastructure Disclaimer"
THE PRODUCERS HAVE INSPECTED THE HOST AND THE PRODUCERS ASSUME ALL RISKS ATTENDANT OR RELATED TO THE PLACING OF COMPONENTS OF THEIR SATELLITE PRODUCTION SYSTEM THEREON, AND WILL HOLD THE OWNERS HARMLESS FROM ANY LOSS OR DAMAGE OR DESTRUCTION TO SAID COMPONENTS OF THE SATELLITE PRODUCTION SYSTEM RESULTING FROM, ARISING OUT OF, OR RELATED IN ANY WAY TO THE HOST, OR ANY DEFECT IN, OR FAILURE OF SAME, REGARDLESS OF WHETHER SUCH DEFECT, FAILURE, OR OTHER CONDITION OF THE HOST IS DUE TO THE SOLE OR JOINT NEGLIGENCE OR FAULT OF THE OWNERS.

15.2
Disclaimer of Warrantiestc  \l 2 "15.2
Disclaimer of Warranties"
THE PRODUCERS ACKNOWLEDGE THAT, NOTWITHSTANDING ANY PROVISION HEREIN TO THE CONTRARY, THE HOST AND ANY INFRASTRUCTURE, PLATFORM, FACILITY, EQUIPMENT OR OTHER PROPERTY, PERSONAL OR REAL, MOVABLE OR IMMOVABLE LOCATED THEREON OR CONNECTED THERETO ARE ACCEPTED BY THE PRODUCERS AND ARE PROVIDED “AS IS”, “WITH ALL FAULTS”, WITHOUT ANY STATUTORY, EXPRESS, OR IMPLIED WARRANTIES OR REPRESENTATIONS INCLUDING, WITHOUT LIMITATION, ANY WARRANTY OF FITNESS, QUALITY, MERCHANTABILITY, OR CONDITION.  THE PRODUCERS ACKNOWLEDGE THAT THE OWNERS HAVE NOT MADE, AND THE OWNERS HEREBY EXPRESSLY DISCLAIM ANY SUCH REPRESENTATIONS OR WARRANTIES.  EXCEPT AS OTHERWISE PROVIDED HEREIN, THE PRODUCERS EXPRESSLY ASSUME THE RISK THAT ANY DEFECT IN OR FAILURE OF SUCH HOST, INFRASTRUCTURE, PLATFORM, FACILITY, EQUIPMENT, OR PROPERTY MAY RENDER SUCH ITEMS UNFIT FOR THE PURPOSES SET FORTH HEREIN.

15.3
Host Access & Boardingtc  \l 2 "15.3
Host Access & Boarding"
The Satellite Operator will provide the Host Operator with at least ___ (__) Days prior reasonable notice of, and obtain prior permission for, any intent to board the Host to conduct operations as contemplated herein.  This notice must include a detailed description of the operation(s) to be conducted, a summary of anticipated work procedures, a summary of the tools and equipment that are anticipated to be used when performing the operation(s), the anticipated work schedule, as well as a brief description of the number of Satellite Operator employees, or its contractors’ or subcontractors’ employees or agents requesting boarding permission and the length of stay.  Furthermore, this notice must conform to the Host Operator’s standard requirements for a “work permit”, as amended from time to time.  Upon receipt of such prior reasonable notice, and if the Host Operator determines, in its sole discretion, that there will be no unreasonable conflict or interference with its own operations, the Host Operator will provide the Satellite Operator, at the Producers’ sole cost, risk, liability and expense, rights of ingress and egress to certain space on the Host for the purposes of installing the Satellite Production System as provided for herein.  Such ingress and egress, and all activities conducted hereunder will be subject to the strict observance of all of the Host Operator’s safety policies and procedures applicable to the Host including, but not limited to, any required safety training by Host Operator.  Furthermore, such visit will be under the direction of and supervised by Host Operator personnel.  In addition, the Satellite Operator, nor its contractor or subcontractor employees or agents, have the right to observe any drilling, workover or other operations conducted by the Host Operator or any Third Parties on the Host.

15.4
Representations and Warrantiestc  \l 2 "15.4
Representations and Warranties"
Each Party represents and warrants to the other Parties that on and as of the Effective Date hereof:

15.4.1
It is duly formed and validly existing and in good standing under the laws of its state or jurisdiction of formation, with power and authority to carry on the business in which it is engaged and to perform its respective obligations under this Agreement;

15.4.2
The execution and delivery of this Agreement has been duly authorized and approved by all requisite corporate, limited liability company, partnership or similar action;

15.4.3
It has the entire requisite corporate, limited liability company, partnership or similar power and authority to enter into this Agreement and perform its obligations hereunder;

15.4.4
The execution and delivery of this Agreement does not, and consummation of the transactions contemplated herein will not, violate any of the provisions of organizational documents, any agreement pursuant to which it or its property is bound, to its knowledge, any applicable Laws; and

15.4.5
This Agreement is valid, binding and enforceable against it in accordance with its terms, subject to bankruptcy, moratorium, insolvency and other Laws generally affecting creditors’ rights and general principles of equity (whether applied in a proceeding in a court of law or equity).

15.5
Warranty of Titletc  \l 2 "15.5
Warranty of Title"
15.5.1
Each Producer warrants title to its share of Satellite Production to be handled by the Host Operator and indemnifies the Owners pursuant to Section 11.2.1.

15.5.2
Each Owner warrants title to its share of the Host Production to be handled on the Host and indemnifies the Producers pursuant to Section 11.2.2.

15.6
Standard of Performancetc  \l 2 "15.6
Standard of Performance"
The Host Operator and the Satellite Operator will conduct all operations in a proper and workmanlike manner in accordance with methods and practices customarily used in sound oil and gas field practice and with that degree of diligence reasonable and ordinarily exercised by an experienced prudent operator engaged in a similar activity under the same or similar circumstances.

15.7
Producers’ Employees, Consultants, and Contractorstc  \l 2 "15.7
Producers’ Employees, Consultants, and Contractors"
The Producers will endeavor to keep the Host and all Satellite Production and Non-Satellite Production free from all liens and encumbrances which might arise by reason of the operations conducted under this Agreement or any other agreements affecting the Satellite Leases.

15.8
Host Operator’s Employees, Consultants, and Contractorstc  \l 2 "15.8
Host Operator’s Employees, Consultants, and Contractors"
The Owners will endeavor to keep the Host, and all Satellite Production and Non-Satellite Production free from all liens and encumbrances which might arise by reason of the operations conducted under this Agreement or any other agreements affecting the Host Leases.

15.9
Further Assurancestc  \l 2 "15.9
Further Assurances"
Subject to the terms and conditions set forth in this Agreement, each of the Parties agrees to use all reasonable efforts to take, or to cause to be taken, all actions, and to do, or to cause to be done, all things reasonably necessary, proper or advisable under applicable Laws to consummate and make effective the transactions contemplated by this Agreement.  In case, at any time after the execution of this Agreement, any further action is deemed necessary or desirable to carry out its purposes, the proper officers, directors, or other appropriate representatives of the Parties will take or cause to be taken all such reasonably necessary action.

15.10
Non-Compliance Citationstc  \l 2 "15.10
Non-Compliance Citations"
The Producers will be responsible for any non-compliance citations issued by governmental agencies with respect to the Satellite Production System or the Satellite Leases, and such citations will be promptly reported to the Host Operator.  The Owners will be responsible for any non-compliance citations issued by governmental agencies with respect to the Host Leases or the Host and such citations will be promptly reported to the Satellite Operator.

15.11
Dispute Resolutiontc  \l 2 "15.11
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 the mediation and binding arbitration procedures set forth in Exhibit “J” (Dispute Resolution Procedures) to this Agreement.  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.  For economy of legal resources, the Parties’ claims for indemnity shall be resolved in conjunction with such judicial proceeding.

15.12
Waiverstc  \l 2 "15.12
Waivers"
Neither action taken (including, without limitation, any investigation by or on behalf of a Party) nor inaction pursuant to this Agreement will be deemed to constitute a waiver of compliance with any representation, warranty, covenant or agreement contained herein by the Party not committing such action or inaction.  A waiver by any Party of a particular right, including, without limitation, breach of any provision of this Agreement, will not operate or be construed as a subsequent waiver of that same right or a waiver of any other right.

15.13
Remediestc  \l 2 "15.13
Remedies"
The rights, obligations, and remedies created by this Agreement are cumulative and in addition to any other rights, obligations, or remedies otherwise available at Law or in equity.  Nothing herein will be considered an election of remedies.

15.14
No Third Party Beneficiariestc  \l 2 "15.14
No Third Party Beneficiaries"
Except to the extent a Third Party is expressly given rights herein, any agreement herein contained, expressed or implied, will be only for the benefit of the Parties and their respective legal representatives, successors, and assigns, and such agreements or assumptions will not inure to the benefit of any other Person whomsoever, it being the intention of the Parties that no Person will be deemed a Third Party beneficiary to this Agreement except to the extent a Third Party is expressly given rights herein.

15.15
Confidentiality Provisionstc  \l 2 "15.15
Confidentiality Provisions"
15.15.1
The Parties agree to keep in secrecy and confidence until the termination of this Agreement the Confidential Information, save and except:

(a)
to their respective Affiliates, subcontractors and consultants and their respective employees, servants or agents actively engaged in the operations hereunder to the extent that they need to know for purposes related to this Agreement, or

(b)
if and to the extent it is required or requested to do so by any law or by any court or regulatory agency or authority in any jurisdiction, provided that the disclosing Party will, if permitted to do so, notify the other Parties in writing as soon as possible upon becoming aware of any such requirement so that the non-disclosing Parties may seek a protective order or other remedy.  A disclosing Party shall furnish only such Confidential Information as is legally required an/or compelled and will use its reasonable efforts to obtain confidential treatment for any Confidential Information disclosed, or

(c)
to any bona fide prospective assignee of all or any portion of a Party’s interest in the Host and/or Host Leases or Satellite Production System and/or Satellite Leases (whichever the case may be) provided that such prospective assignee has executed a confidentiality agreement requiring it to maintain the secrecy and confidentiality of the Confidential Information.

15.15.2
Notwithstanding the foregoing, the provision of confidentiality, use, and disclosure above will not apply to information:

(a)
which was in the public knowledge or literature at the time of disclosure by any Party hereunder,

(b)
which was already in the possession of any Party at the time of disclosure hereunder without obligation of confidentiality,

(c)
which was or is subsequently developed by any Party without use of the Confidential Information,

(d)
which subsequent to disclosure hereunder and without fault of the disclosing Party becomes part of the public knowledge, or

(e)
which is disclosed to any Party (without the obligation of confidentiality) by a Third Party having, to the best knowledge of the receiving Party, the legal right to do so.

15.15.3
Any Party who assigns its interest in this Agreement remains bound by the confidentiality obligations of this Agreement as to any Confidential Information obtained throughout the term of this Agreement.

15.15.4
All Confidential Information made available to the Parties hereunder will be done so on an “as is” basis without any warranties, either express or implied, as to the accuracy, validity, or utility of such information.  In no event will any Party be liable for any damages of whatever nature arising out of, or resulting from, making the Confidential Information available under this Agreement.

15.16
Commitment of Oil and Gas Reservestc  \l 2 "15.16
Commitment of Oil and Gas Reserves"
15.16.1
Subject to Article X (Term, Default, and Termination), for the life of the Satellite Leases, the Producers commit to:  (i) deliver all Satellite Production to the Host for production handling, except that the Producers reserve unto themselves, their successors and assigns, the right to use quantities of Satellite Production sufficient to satisfy:  (a) Satellite Leases’ development and operations including, but not limited to, additional recovery operations and the use of gas for fuel, flaring, pigging, drilling, deepening, reworking, or other such lease operations, and (b) any royalty interest in Satellite Production that the royalty owner may elect to take in kind.

15.16.2
Notwithstanding the foregoing, if an additional development system for the Satellite Leases is proposed subsequent to execution of this Agreement and the Host has “Insufficient Production Handling Capacity” (as defined hereinbelow), then the Producers and the Owners will (i) determine the scope (includes required modifications, additions, expansions, and/or installation to the Host), timing, costs and feasibility of any modifications required to address the Insufficient Production Handling Capacity, (ii) agree on a fair and equitable methodology by which the costs and expenses associated with addressing the Insufficient Production Handling Capacity would be borne given the ownership of the anticipated production to benefit therefrom, all in an attempt to endeavor to resolve the Insufficient Production Handling Capacity condition.  In the absence of agreement, the production from such additional Satellite development system will be forever released from this Agreement.  For purposes of this Section 15.16.2, the Host will be deemed to have “Insufficient Production Handling Capacity” if the Host Operator cannot reasonably demonstrate that the Host has available capacity of at least _____________ percent (__ %) of the production profile reasonably forecasted by the Producers for each given forecasted year for the life of the production profile.

15.17
Compliance with Laws and Regulationstc  \l 2 "15.17
Compliance With Laws and Regulations"
This Agreement and all of the terms and conditions contained herein, and the respective obligations of and the operations conducted by the Parties, are expressly subject to and will remain subject to and comply with all valid and applicable laws, orders, rules, and regulations of any federal, state, or local governmental authority having jurisdiction over the Host Leases and the Satellite Leases, as well as the Host and the Satellite Production System.  Each of the Parties hereto agree that they will at all times maintain their respective facilities and leases and conduct their operations thereon in accordance with all valid and applicable laws.

No Party will suffer a forfeiture or be liable in damages to the other Parties for any delays or damages or any failure to act, due, occasioned or caused by reason of laws respecting the activities or operations covered hereby and such delays or damages, will not be deemed to be a breach of or failure to perform under this Agreement.

15.17.1
Applicable Law:
THE PROVISIONS OF THIS AGREEMENT AND THE RELATIONSHIP OF THE PARTIES WILL BE GOVERNED AND INTERPRETED ACCORDING TO FEDERAL LAWS AND THE LAWS OF THE STATE OF ________ WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAWS OF ANOTHER JURISDICTION.

15.17.2
Severance of Invalid Provisions:
The Parties intend that every provision of this Agreement, the Exhibits attached hereto, and the documents incorporated herein by reference be severable.  If any term or other provision of this Agreement is found to be invalid, illegal or incapable of being enforced by any rule of law or public policy, all other conditions and provisions of this Agreement will remain in full force and effect.  The illegality, invalidity or unenforceability of any provisions hereof will not affect the legality, validity or enforceability of the remainder of this Agreement.  In the case of conflict between the provisions of this Agreement and the provisions of any applicable laws or regulations, the provisions of the laws or regulations will govern over the provisions of this Agreement.  If, for any reason and for so long as, any clause or provision of this Agreement is held by a court of competent jurisdiction to be illegal, invalid, unenforceable or unconscionable under any present or future law (or interpretation thereof), the remainder of this Agreement will not be affected by such illegality or invalidity.  Any such invalid provision will be deemed severed from this Agreement as if this Agreement had been executed with the invalid provision eliminated.  Any term or provisions of this Agreement that is invalid or unenforceable in any jurisdiction will be ineffective only as to such jurisdiction and then only 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 will be interpreted to be only so broad as is enforceable.  A bankruptcy or similar trustee must accept or, to the extent permitted by Law, reject this Agreement in its entirety.

15.17.3
Fair and Equal Employment:
Each of the Parties is an Equal Opportunity Employer.  To the extent that this Agreement may be subject to Executive Order 11246, as amended, the equal opportunity provisions (41 CFR 60-1) are incorporated herein by reference.  If the Non-Discrimination in the OCS provisions of 30 CFR 270 apply to this Agreement and the operations conducted under it, the provisions of 30 CFR 270 are also incorporated by reference.  To the extent required by applicable Laws and regulations, this Agreement also includes and is subject to the affirmative action clauses concerning disabled veterans and veterans of the Vietnam era (41 CFR 60-250) and the affirmative action clauses concerning employment of the handicapped (41 CFR 60-741), which clauses are incorporated herein by reference.  In performing work under this Agreement, the Parties agree to comply with (and the Host Operator and the Satellite Operator, as applicable, will require each independent contractor to comply with) the governmental requirements set forth in Exhibit “K” (Certification of Non-Segregation of Facilities) attached hereto, pertaining to non-segregated facilities.  This Agreement and the Parties are also subject to any other applicable rules and regulation relating to non-discrimination that may be promulgated from time to time by any governmental body having jurisdiction over the subject matter of this Agreement.  The Owners and the Producers do not condone in any way the use of illegal drugs or controlled substances.  The Host Operator and the Satellite Operator, as applicable, will maintain in effect a drug free workplace policy.

15.18
Construction and Interpretation of this Agreementtc  \l 2 "15.18
Construction and Interpretation of this Agreement"
The construction and interpretation of the terms of this Agreement will be governed by the following conventions:

15.18.1
Heading for Convenience:
All references in this Agreement to articles, sections, subsections and Exhibits hereof will refer to the corresponding article, section, subsection or Exhibit of this Agreement, unless specific reference is made to such articles, sections, subsection or exhibit of another document or instrument.  All titles or headings to Articles, subarticles or other divisions of this Agreement except Article II (Definitions and Exhibits) or the Exhibits hereto are only for the convenience of the Parties and will not be construed to have any effect or meaning with respect to the other content of such Articles, subarticles or other divisions, such other content being controlling as to the agreement between the Parties.


Except as otherwise provided in this Agreement, each reference to an article of this Agreement will include the entire referenced article including its sections and subsections.  Except as otherwise provided in this Agreement, each reference to a section in this Agreement will include all of the section including its subsections.  Except as otherwise provided in this Agreement, each reference to an Exhibit in this Agreement will include all of the Exhibit including articles, sections and subsections.

15.18.2
Gender:  All personal pronouns used in this Agreement, whether used in the masculine, feminine, or neuter gender, will include all other genders.

15.18.3
Number:  Whenever the context requires, reference herein made to the singular will be understood to include the plural, and the plural will likewise be understood to include the singular.

15.18.4
Independent Representation:
Each individual member of the Owners and of the Producers declare that they have contributed to the drafting of this Agreement or have had it reviewed by their counsel before signing it.  Each agrees that it has been purposefully drawn and correctly reflects their understanding of the transaction that it contemplates.  Accordingly, this Agreement, though drawn by one Party, will be considered for all purposes as prepared through the joint efforts of the Parties, and will not be construed unfairly and unreasonably and not more strictly against one Party or another Party as a result of the preparation.  Each Party has had the benefit of independent representation with respect to the subject matter of this Agreement.

15.19
Integrated and Entire Agreementtc  \l 2 "15.19
Integrated and Entire Agreement"
This Agreement, and the Exhibits attached thereto, constitute the entire and final agreement between the Parties pertaining to the subject matter hereof and as such supersedes all prior agreements, understandings, negotiations, and discussion, whether oral or written.  There are no representations, warranties, promises, or other agreements, oral or written, between the Parties in connection with the subject matter hereof, other than those specifically set forth in this Agreement or in documents delivered pursuant to this Agreement.

Upon execution of this Agreement by all of the Parties, this Agreement will supersede and replace all previous negotiations, understandings, promises, or discussions, whether written or oral, relative to the subject matter of this Agreement.  Each of the Parties acknowledges that no Party has made any promise, representation or warranty that is not expressly stated in this Agreement.  

15.20
Amendment and Modificationtc  \l 2 "15.20
Amendment and Modification"
Except as otherwise provided in this Agreement, all amendments, supplements, and modification to this Agreement will be in writing and executed by all of the Parties.  This Agreement will not be modified or changed except by a written amendment signed by all of the Parties.

15.21
Survivabilitytc  \l 2 "15.21
Survivability"
The provisions, including any obligations associated therewith, relating to the payment of invoices, audit, abandonment, indemnity, regulatory compliance, representation, warranty, and confidentiality, will survive the cancellation or termination of this Agreement without regard to any action taken pursuant to this Agreement, including without limitation, the execution of any documents affecting an interest in real property or any investigation made by the Party asserting the breach thereof.  Notwithstanding the foregoing, the indemnification provisions contained in Article XI (Liabilities and Indemnification) will survive until the later of (i) judicial declaration of the expiration of the applicable statute of limitations or (ii) all claims arising hereunder have been concluded.  Accordingly, cancellation or termination of this Agreement will not relieve any Party from and costs, expenses, or liability accrued or incurred prior to the cancellation or termination of this Agreement, and the provisions of this Agreement will continue in force for such additional time as necessary until all claims or lawsuits have been settled or otherwise disposed of and a final accounting and settlement has been made under this Agreement.

15.22
Existing Agreementstc  \l 2 "15.22
Existing Agreements"
Unless specifically excepted or reserved, and to the extent that they are binding on the Owners, the Producers and the Owners agree that this Agreement will be made subject to (and Producers accepts that this Agreement is subject to) any and all valid and existing reservations, exceptions, limitations, contracts, agreements, licenses, leases, grants and all other agreements or instruments affecting the Host (i) which are of record with the BOEM and/or BSEE or official county/parish records, (ii) of which Producers have actual or constructive notice or knowledge, including, without limitation, any matter included or referenced in materials made available to Producers by the Owners for their review prior to the execution of this Agreement or, (iii) which are listed in this Section 15.22 (Existing Agreements).
ARTICLE XVI  -  EXECUTIONtc  \l 1 "ARTICLE XVI  -  EXECUTION"
16.1
Effecttc  \l 2 "16.1
Effect"
Upon its execution by all of the Parties, this Agreement will become effective as of the Effective Date and will be binding upon and inure to the benefit of the Parties and their respective legal representatives, successors, and assigns.  

16.2
Counterpartstc  \l 2 "16.2
Counterparts"
This Agreement may be executed by signing the original or a counterpart thereof.  If this Agreement is executed in multiple counterparts, each counterpart will be deemed an original and all counterparts when taken together will constitute but one and the same Agreement with the same effect as if all of the Parties had signed the same instrument.  This Agreement may also be ratified by separate instrument referring to this Agreement and adopting by reference all the provisions of this Agreement.  A ratification will have the same effect as an execution of the original Agreement.


IN WITNESS WHEREOF, this Agreement is executed by each Party through its duly authorized agent or representative on the date shown below the respective signature of each, but is effective as of the Effective Date.

THE OWNERS





 (Owner and Host Operator)

By:





Name:






Title:





Date:









 (Owner)

By:





Name:






Title:





Date:






THE PRODUCERS





 (Producer and Satellite Operator)

By:





Name:






Title:





Date:









 (Producer)

By:





Name:






Title:





Date:





Exhibit “A”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Host Capacity

The “Host Capacity” for Oil, Gas, and water handling capacity for the Host will be as shown below:

	Oil
	____ MBO/d

	Gas 
	_____ MMSCF/d

	Water
	____MBW/d


[The remainder of this page intentionally left Blank]
Exhibit “B”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Accounting Procedures

Exhibit “C”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Host Facilities Schematic

Exhibit “D”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

HOST SERVICES

Production Handling Services

The Host Operator, on behalf of the Owners, will provide the Producers with Production Handling Services in accordance with good oil field practices.  The Production Handling Services between the Entry Point and the Delivery Point are limited to the following:

(a)
operation, inspection, maintenance, and repair of the Host, including utilities, necessary for the safe reliable operation of the Host

(b)
Satellite Production receiving


(c)
heating


(d)
separation


(e)
gas dehydration


(f)
flash gas compression


(g)
boost gas compression


(h)
vapor recovery compression


(i)
oil treating


(j)
hot oiling and/or pigging


(k)
condensate re-injection

(l)
metering, sampling, well testing, and allocation, consistent with the approved BOEM and/or BSEE surface commingling permit, as may be amended or waived from time to time

(m)
calibration of instruments and equipment, including meters, necessary for reliable and safe operation

(n)
solids and produced water treating and disposal to statutory required discharge specifications

such that Satellite Production conforms to all export system specifications in place as of the Effective Date.  Subsequent to the Effective Date, if changes in export system specifications and/or changes in the quality of the Satellite Production result in additional costs to the Owners in order to meet said export system specifications, the Parties will agree on a fair methodology by which such costs will be recovered by the Owners (e.g. direct and/or per unit of production basis).  The use of gas for gas lift is not contemplated and is specifically excluded from this Agreement.

Operating Services

The Host Operator, on behalf of the Owners, will provide the Producers with certain Operating Services under the terms of this Agreement.  Operating Services will (i) be implemented in a manner consistent with the general direction provided by the Satellite Operator when reasonably requested, and (ii) comply with  procedures mutually agreed upon by the Satellite Operator and the Host Operator (the “Satellite Production System Procedures”) a copy of which will be furnished in written form if requested by the Host Operator.  Furthermore, the Satellite Production System Services will be provided in accordance with good oil field practices and to the extent such can be performed from or on the Host by the Host Operator’s on-site operating personnel with standard equipment and/or tools normally available on the Host (i.e. within the capabilities of the Host Operator’s operating Personnel).  Operating Services are limited to the following:

1. Operation of the Satellite Production System as can be performed from the Host, limited to the following:

a. operation of well controls, valves, chokes and safety devices;

b. operation of all platform controls and equipment;

c. operation of all safety shutdown devices related to the Satellite Production System in accordance with regulations of the BOEM and/or BSEE;

d. reporting to the Satellite Operator, as soon as practicable, any significant well, equipment, production, safety, regulatory or logistical problem associated with the Satellite Production System;

e. providing the Satellite Operator with daily reports of Satellite Production and maintaining records of all information and reports transmitted; and

f. providing all materials, supplies, labor and supervision required in connection with such activities.

2. Maintenance of the Satellite Production System equipment installed on the Host, limited to the following:

a.   providing consumables such as chokes, orifice plates, glycol and methanol;

b.   ordering, receiving and verifying receipt of parts, tools, supplies and services;

c.   scheduling, performing and reporting of all required tests on safety systems; and

d.   providing all materials, supplies, labor and supervision required in connection with such activities.

3. Integrity testing of the subsea christmas trees and system valves, including, but not limited to, downhole safety valves, including the opening of surface controlled subsurface safety valves (“SC-SSV”) and underwater safety valves (“USV”), as well as the testing of SC-SSVs and USVs based on BOEM and/or BSEE standards.

4. Well testing, pressure build-up tests, blowdown operations (in accordance with mutually agreed procedures), monitoring of well parameters (including annulus pressure (includes venting of annulus pressure, downhole pressure and temperature, wellhead pressure and temperature, flowing tubing pressure, metering data and temperature), and adjustment of normal well parameters.

5. Monitoring of Satellite Production System parameters, including manifold pressure and temperature, Satellite Production arrival pressure and temperature at the Host, and other normal parameters.

6. Operations as can be performed from the Host that are needed to assist in the diagnosis of subsea and operational problems (e.g., monitoring of pressures, temperatures, and flow rates).

7. Bulks handling, including the transportation (between shore and the Host) of supplies, chemical (chemical as used throughout this Agreement includes methanol), and equipment required for the support of the Satellite Production System.

8. Normal and routine storage of chemicals, other consumables, and spare parts on the Host for the Satellite Production System, on a space-available basis.

9. Initial response with the Host Operator's on-site personnel to equipment breakdowns associated with Satellite Production System components located on the Host with all Third Party costs associated with off-site resources dispatched to the Host or utilized in support of the initial response borne by Producers.

10. Initial response to emergency situations attributable to the Satellite Production System equipment located on the Host and to other Satellite Production System facilities, as requested by the Satellite Operator, (e.g., spills, leaks).  The Host Operator will promptly notify the Producers of such emergency situation and consult on response measures taken and planned.  The Host Operator will continue initial emergency response operations until (i) the appropriate Producers personnel are on-site and inform the Host Operator that the Producers will assume control of the emergency response operations underway and (ii) the appropriate regulatory agency(s) approve the transfer of control of the response operations to the Satellite Operator.

11. At the request of the Satellite Operator, subsea remote operated vehicle (the “ROV”) inspections of the Satellite Production System may be performed in connection with regularly scheduled Host ROV inspections, if permitted by the ROV contract.  The Producers and the Host Operator will use reasonable efforts to minimize associated mobilization/demobilization costs by coordinating such inspections with the Host and any Host Leases’ subsea production system ROV operations.

12. Hot oiling/pigging operations associated with the Satellite Production System flowlines, with such operations conducted pursuant to mutually agreed procedures.

13. Disposal of flowline hydrostatic test water during initial installation of the Satellite Production System, pursuant to the capabilities of the Host.

14. Chemical injection services for the Satellite Production System, including the monitoring of injection rates, injection pressures and other typical injection parameters.

15. Utilities and electrical power for the Satellite Production System.

16. Documentation relative to the performance of the Services listed above:

a.   that may be required for regulatory compliance reporting,

b.   that is consistent with the documentation procedures utilized by the Host Operator, and 

c.   as mutually agreed by the Satellite Operator and Host Operator. 

17. Visual inspection of:

a.   piping and equipment associated with Satellite Production; and

b.   the route of the Satellite Production System at time intervals prescribed by the BOEM and BSEE.

18. If SSIVs are installed, integrity testing of the flowline SSIVs in accordance with the Satellite Production System Procedures, and monitoring and control of the flowline SSIVs through the Host emergency shutdown system.
Exhibit “E”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Operating And Maintenance Expenses Matrix 

	Host Shared Expenses(1)
	Producers’ Sole Expenses(2)
	Owners’ Sole Expenses

	All Host operating and maintenance expenses (excluding capital expenditures) not specifically identified as Producers’ Sole Expenses or Owners’ Sole Expenses in this Exhibit “E” including, but not limited to, the following:
	All operating and maintenance expenses (excluding capital expenditures) solely associated with the Satellite Production System including, but not limited to, the following:
	All operating and maintenance expenses (excluding capital expenditures) solely associated with Host Leases and production systems serving Non-Satellite Production including, but not limited to, the following:

	Expenses for on or off-site labor (including, without limitation, contractors and Affiliates), spare parts, replacement parts, tools, equipment rental, chemicals and other consumables required to: (a) operate and maintain the Host  including any new facilities installed and owned by the Owners in the future, and/or (b) handling Producers’ Production and/or Owners’ Production 
	
	

	Expenses for on-site labor to operate and perform normal and routine maintenance on the Satellite Production System components located on the Host and Owners’ subsea production system components located on the Host 
	Third Party expenses incurred for non-routine repairs and maintenance of the Satellite Production System components located on the Host
	Third Party expenses incurred for non-routine repairs and maintenance of Non-Satellite well equipment and Non-Satellite subsea production system components located on the Host

	
	Expenses for spare parts, replacement parts, tools, and equipment rental for the Satellite Production System components located on the Host 
	Expenses for spare parts, replacement parts, tools, and equipment rental for the Non-Satellite wells 

	
	Expenses for chemicals and other consumables for the Satellite Production System
	Expenses for chemicals and other consumables for the Owners’ wells

	
	All intervention expenses associated with Producers’ wells, flowlines, umbilical and other Satellite Production System components not located on the Host
	All intervention expenses associated with Non-Satellite wells 

	General emergency response preparedness on the Host, including, but not limited to, designing, acquiring, transporting and installing materials and equipment on the Host to have it available on site should an emergency occur
	Emergency response expenses directly related to the Satellite Production System
	Emergency response expenses directly related to the Non-Satellite wells and the Host

	
	ROV expenses associated with the Satellite Production System
	ROV expenses associated with the Non-Satellite wells

	
	Expenses associated with Producers’ flowline pigging and/or hot oiling
	Expenses associated with Non-Satellite flowline pigging and/or hot oiling

	Expenses related to routine production well testing, meter calibration, fluid sampling, gas sampling, water sampling, metering and allocation of production performed on the Host
	Expenses related to Producers’ non-routine well testing, meter calibration, fluid sampling, gas sampling, water sampling, metering and allocation of production performed on the Host
	Expenses related to Non-Satellite non-routine well testing, meter calibration, fluid sampling, gas sampling, water sampling, metering and allocation of production performed on the Host

	Expenses related to routine documenting and reporting of well performance and performance of the Satellite Production System, and Owners subsea production system
	Non-routine operations on the Host to assist in the diagnosis of subsea and operations problems of the Producers’ production system and wells, including, but not limited to, special monitoring of pressures, temperatures and flow rates 
	Non-routine operations on the Host to assist in the diagnosis of subsea and operations problems of any Non-Satellite production system and wells, including, but not limited to, special monitoring of pressures, temperatures and flow rates

	Produced water and solids handling, treating and disposal expenses (excluding well unloading expenses)
	
	Expenses for special equipment, tools, chemicals, and fluids disposal expenses associated with Non-Satellite well unloading

	Transportation and logistics related expenses for personnel, equipment, chemicals and other consumables required to operate and maintain the Host (excluding well related expenses), as well as onshore support facilities utilized during Operations that provide services to the Host as a receiving and transshipment point for supplies, Materials and equipment; debarkation point for production personnel and services; communication, scheduling and dispatching center; other associated functions benefiting the Host.


	Expenses for transportation of consumables, equipment and supplies which are used solely for Producers’ and cannot be accommodated (on a space-available basis) on the scheduled transport vessels serving the Host 
	Expenses for transportation of consumables, equipment and supplies which are used solely for Non-Satellite operations

	Incremental expenses incurred by the Host Operator for transporting Operator personnel to and from the Host whose presence on the Host is for the benefit of all parties whose production is handled at the Host
	Incremental expenses incurred by the Host Operator for transporting Producers’ personnel to and from the Host 
	Incremental expenses incurred by the Host Operator for transporting Third Party personnel to and from the Host and not covered under Host Shared Expenses

	
	Expenses for materials, personnel, logistics, and services in sole support of Producers’ drilling operations, Producers’ major construction, and tie-in of the Satellite Production System and/or catastrophe operations 
	Expenses for materials, personnel, logistics, and services in sole support of Non-Satellite drilling operations and Non-Satellite major construction and/or catastrophe operations

	Quartering and transportation expenses for personnel supporting Host operations (excluding quartering for personnel supporting Host Leases drilling operations, Host Leases major construction, Host Leases subsea production system, and Satellite Production System)
	Quartering and transportation expenses for personnel supporting Producers’ drilling, major construction, tie-in and/or catastrophe operations
	Quartering and transportation expenses for personnel supporting Non-Satellite drilling operations, major construction, tie-in and/or catastrophe operations

	Bulks handling expenses
	
	

	Training expenses for Host personnel
	Training expenses for Producers’ personnel whether conducted on or off the Host
	Training expenses for Non-Satellite personnel whether conducted on or off the Host

	Electrical power, diesel and utilities expenses (excluding fuel gas which will be allocated separately)
	
	

	Host simulator and/or production allocation software updates and upgrades not associated with a tie-in of a new production system
	Host simulator and/or production allocation software updates and upgrades directly associated with the Satellite Production System
	Host simulator and/or production allocation software updates and upgrades directly associated with a Non-Satellite production system


(1)
Host Shared Expenses as defined in this Exhibit “E” (Operating & Maintenance Expenses Matrix) will serve as the basis for determining the Producers’ allocated share of Producers’ Shared Expenses pursuant to Section 5.1 (Operating and Maintenance Expenses) of this Agreement.

(2)
Producers’ Sole Expenses as defined in this Exhibit “E” (Operating & Maintenance Expenses Matrix) will serve as the basis for determining those expenses which Producers are solely responsible for pursuant to Section 5.5 (Producers’ Sole Expenses).

In the case of a conflict between expenses identified as a component of Producers’ Sole Expenses or Owners’ Sole Expenses as compared to Host Shared Expenses in this Exhibit “E” (Operating & Maintenance Expenses Matrix), those expenses identified as a component of either Producers’ Sole Expenses or Owners’ Sole Expenses will prevail.

Exhibit “F”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Host Gas Balancing Procedures

THIS EXHIBIT INTENTIONALLY LEFT BLANK

Exhibit “G”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

HOST Fluid Limits/Operating Parameters

	
	Composite Value

	1. Pressure and Temperature:
	

	a. Minimum delivery pressure at the Entry Point
	____ psig

	b. Maximum delivery pressure at the Entry Point
	____ psig

	c. Minimum delivery temperature at the Entry Point
	___ º F

	d. Maximum delivery temperature at the Entry Point
	___ º F

	2. Compositional Limits:
	

	a. H2S
	____ ppmv

	b. CO2
	____ mole percent

	c. N2
	____ mole percent

	d. Wax
	____ wt. Percent

	e. Asphaltenes
	____ wt. Percent

	f. Methanol
	____ ppm

	g. Sand
	____% volume

	h. Scale
	____% volume

	i. Dead Oil API Gravity
	____

	j. Dead Oil Viscosity at 100º F
	____ cp

	k. Dead Oil Wax Appearance Temperature
	____ º F

	l. Gas Oil Ratio
	


[Remainder of this page intentionally left blank]

EXHIBIT “H”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

HOST OIL QUALITY BANK PROCEDURES

In the event that:

(i) any party determines there is a material significant difference in the API gravity and/or sulfur content (the “Oil Quality”) between the Host Oil Production and the Satellite Oil Production, or,


(ii)
production other than Satellite Production and Host Production is handled on the Host,

any Party, by written notice to the other Parties and to the Host Operator, may request the Host Operator to implement and administer procedures to monthly credit/debit the Parties for differences in the value of their respective Oil production due to Oil Quality, hereinafter referred to as the “Host Oil Quality Bank”.  The Host Oil Quality Bank shall be implemented by the Host Operator if a majority of the producers agree that a Host Oil Quality Bank should be implemented within a reasonable time period following receipt of such written notice, and shall be effective:


(​_)
the first day of the calendar month immediately following the calendar month in which such notice is received by the Host Operator, or


(_)
the calendar month of Satellite First Production.

The Host Oil Quality Bank shall cause monthly monetary adjustments to be made based upon the API gravity and sulfur value differentials (collectively the “Oil Quality Value Differentials”) of the commingled Host Oil production stream (comprised of Host Oil Production, Satellite Oil Production, and any other Oil production which may be handled on the Host in the future) at the Delivery Point as compared to the Oil Quality Value Differentials for each of the individual Oil production streams on the Host prior to commingling.  Notwithstanding the foregoing, the principles and methodology for the Gravity and Sulfur Bank of the (insert name of Oil pipeline company) Company Rules and Regulations shall apply to the Host Oil Quality Bank; provided, however, actual measured API gravity and sulfur components for the individual Oil production streams and for the commingled Host Oil Production stream shall be used in the calculations of Oil Quality Value Differentials.

The Host Operator shall maintain an account for the Host Oil Quality Bank to record the monetary adjustments (i.e., credits and debits) associated with each of said individual Oil production streams.  The distribution and tendering of monetary adjustments to and from the account for the individual Oil production streams shall be on a monthly basis as part of the monthly Oil production allocation process set forth in the Agreement.  At the end of each calendar month, any outstanding consolidated balance in this account (whether positive or negative) from the preceding calendar month shall be credited/charged to the Host Owners in proportion to their respective working interest in the Host.

In no event shall the Host Owners pay more than any benefit received.
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Exhibit “I”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Insurance Provisions

Producers shall, at all times during the term of this Agreement, carry and pay for the following types and amounts of insurance: 

REQUIRED INSURANCE COVERAGES
1.
Worker’s Compensation insurance in statutory limits as prescribed by applicable law, covering all liabilities owed for compensation and other benefits under applicable state or federal worker’s compensation laws, and Coverage B Employer’s Liability Insurance in the amount of $__________; both the aforementioned statuary coverage and Coverage B shall contain endorsements naming HOST OPERATOR as Alternate Employer and providing coverages for voluntary compensation and occupational disease; and Maritime Coverage B for all of the above coverages and including transportation, wages, maintenance and cure, covering liability under the Longshore and Harbor Workers’ Compensation Act, the Jones Act, the Outer Continental Shelf Lands Act, the General Maritime Law, and specifically including coverage for claims of masters and members of crews of vessels and claims under 33 U.S.C.A. §905(b) against any vessel.   All policies required by the paragraph 1 shall provide that claims “in rem” shall be treated the same as claims “in personam.”

2.
Commercial General Liability (Bodily Injury and Property Damage) Insurance including the following supplementary coverages:  (i) Contractual Liability to cover liability assumed under this Agreement; (ii) Products and Completed Operations (iii) Broad Form Property Damage Liability and (iv) Coverage for explosion, collapse and underground hazards.  The limit of liability for all such insurance required under with this paragraph 2 shall not be less than $__________ combined single limit per occurrence. All policies required by this paragraph 2 shall provide that claims “in rem” shall be treated the same as claims “in personam.”

3. Automobile Bodily Injury and Property Damage Liability Insurance.  Such insurance shall extend to owned, non-owned, and hired automobiles used by Producers in connection with its operations.  The limits of liability of such insurance shall be not less than $__________ combined single limit per occurrence.

4. Hull and Machinery Insurance, including collision liability, on all vessels and barges, if any, owned or used by Producers in connection with work related to this Agreement with a limit equal to or greater than the fair market value of each such vessel and barge.

5. Protection and Indemnity Insurance on all vessels and barges used by Producers in connection with work related to this Agreement including coverage for; injuries to or death of masters, mates, and crews, collision liabilities not covered under the vessel’s H&M insurance, excess collision liabilities, and pollution liabilities.  All policies required by this paragraph 5 shall have deleted therefrom the phrase “as required by contract” and the phrase “as owners of the vessel named herein” and all similar phrases purporting to limit the underwriter liability to that of an owner.  The limit of such insurance shall not be less than $__________ per occurrence.  All policies required by the paragraph 5 shall provide that claims “in rem” shall be treated the same as claims “in personam.”

6. If PRODUCER uses aircraft including but not limited to helicopters (excepting such aircraft and helicopters furnished by or employed for hire from HOST OPERATOR) in connection with work related to this Agreement PRODUCER shall maintain or require owners of such aircraft to maintain Aircraft Liability (Bodily Injury- including liability to passengers – and Property Damage) insurance wit an overall combined single limit per occurrence of not less than $__________.

7. Operator’s Extra Expense insurance including, but not limited to:  coverage for control of well (including underground control of well); seepage, pollution, clean-up and contamination; evacuation expense; deliberate well firing and making wells save.  The limit for such insurance shall not be less than $__________ combined single limit per occurrence.

[Remainder of this page intentionally left blank]
Exhibit “J”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Dispute Resolution Procedures

I.
OVERVIEW

A.
Description and Goals.  Arbitration as used in this statement is a procedure whereby an Arbitrator resolves any claim(s), controversy(ies) or dispute(s) (the “Dispute”) between the Parties arising out of, relating to or in connection with the Deepwater Production Handling and Operating Services Agreement effective ________________ (hereinafter “Agreement”) including the interpretation, validity, termination or breach thereof.


(i)
Binding.  The arbitration process is binding on the Parties and this arbitration is intended to be a final resolution of any Dispute between the Parties as described above, to the same extent as a final judgment of a court of competent jurisdiction.  Each Party hereby expressly covenants that it shall not resort to court remedies except as provided for herein, and for preliminary relief in aid of arbitration.


(ii)
Violation.  Suits, actions or proceedings in connection with such enforcement shall be instituted in the United States District Court for the Western District of Louisiana, and pursuant to Title IX of the United States Code.  Each Party waives any option or objection which it may now or thereafter have to the laying of the venue in any such suit, action or proceeding and irrevocably submits to the jurisdiction of such court in any such suit, action or proceeding.


B.
Duty to Negotiate.  The Parties shall inform one another promptly following the occurrence or discovery of any item or event which might reasonably be expected to result in a Dispute in connection with the Agreement.  The Parties will attempt to resolve satisfactorily any such matters.


C.
Notice of Unresolved Dispute.  Should a Dispute arise which the Parties cannot resolve satisfactorily, either Party may deliver to the other Party a written notice of the Dispute with supporting documentation as to the circumstances leading to the Dispute (the “Notice of Dispute”).  The Parties, within ten (10) Business Days from delivery of such notice, shall then each appoint a management representative (“Management Representative”) who has no prior direct involvement with the subject matter of the Notice of Dispute and who is duly authorized to investigate, negotiate and settle the Dispute.  The Management Representative for each Party shall meet and confer as often as they deem reasonably necessary for a period not exceeding sixty (60) days following the delivery of the Notice of Dispute in good faith negotiations to resolve the Dispute amicably.  The Parties in their sole discretion may also agree to utilize the service of a mediator pursuant to a joint engagement.  Unless otherwise provided herein, all such notices shall be served in accordance with the provisions of the Agreement.

II.
ARBITRATION PROCESS

A.
Arbitration.  If the Parties are unable to resolve the Dispute within sixty (60) days following the receipt of the Notice of Dispute, or such additional time as may be mutually agreed, the matter shall be submitted to arbitration in accordance with the procedures set forth below.


B.
Initiation of Arbitration.  The arbitration shall be initiated by either party delivering to the other a Notice of Intention to Arbitrate.


C.
Governing Procedures.  Except as expressly provided herein, the arbitration shall be conducted in accordance with procedures that are mutually acceptable to the Parties, including limited depositionless discovery.


(i)
Governing Law.  The Arbitrator shall apply the governing substantive law of the state chosen by the Parties to the Agreement.


D.
Arbitrator.  There shall be one Arbitrator, who shall be independent, impartial and experienced in arbitration proceedings.  Arbitrator shall be experienced in the oil and gas industry and knowledgeable or specializing as to the subject matter involved in the Dispute.  The Arbitrator shall be chosen as follows:  the Parties shall have thirty (30) days from the delivery of a Notice of Intention to Arbitrate to mutually agree on an Arbitrator.  If the Parties cannot mutually agree within said thirty (30) day period, then the Parties shall, within three (3) days after expiration of the thirty (30) day period, apply to the American Arbitration Association as the Appointing Authority, for the appointment of an Arbitrator for or on behalf of the Parties, and in such case the Arbitrator appointed by the Appointing Authority shall meet the criteria set forth in this Section II.D. and shall act as if mutually agreed to by the Parties.


(i)
Conflicts.  Any Arbitrator, prior to his or her appointment, shall disclose to the Parties all actual or perceived conflicts of interest and business relationships involving the Dispute or the Parties, including but not limited to, any professional or social relationships, present or past, with any Party (or its Affiliates), including any Party's (or its Affiliates) directors, officers and supervisory personnel and counsel.  Any Party may challenge in writing the appointment or continued service of any Arbitrator for lack of independence, partiality or any other cause likely to impair such Arbitrator's ability to effectively participate in the proceedings or render a fair and equitable decision.  Where such challenge is made, the Appointing Authority shall uphold or dismiss the challenge.  In the event a challenge is upheld, the Arbitrator shall be replaced.  A replacement will be selected in the same manner as the original Arbitrator was selected.  If an Arbitrator resigns or becomes unable or unwilling to continue to serve as the Arbitrator, a replacement shall be selected in the same manner as that Arbitrator was chosen.


(ii)
Multi-Party Arbitrations.  Where more than two Parties are involved in the Dispute (“Multi-Party Arbitration”), all Parties shall jointly name and agree as the appointment of the Arbitrator meeting the criteria set forth in Section II.D. above.  If the Parties cannot agree as to the choice of the Arbitrator within the said thirty (30) days, any of the Parties hereto may in like manner, within three (3) days after written notice to the other Parties, apply to the Appointing Authority for the appointment of an Arbitrator meeting the criteria set forth in Section II.D. above.


(iii)
Management of the Arbitration.  The Arbitrator shall actively manage the proceedings as he or she deems best so as to make the same expeditious, economical and less burdensome and adversarial than litigation.


E.
Confidentiality.  All documents, briefs, testimony, transcripts, as well as, all Arbitrator decisions shall be confidential.  Likewise, the views, suggestions, admissions, proposals and other information exchanged in the arbitration are confidential and are inadmissible in any other proceeding.


F.
Costs and Expenses.  The Parties involved in the dispute shall be equally responsible for all costs, fees and expenses incurred by the Arbitrator and any other incidental costs incurred in connection with the arbitration proceeding shall also be borne equally by the Parties.  Each Party is solely responsible for its own attorneys' fees and expenses incurred in the Arbitration.  In the event of a Multi-Party Arbitration, all costs and expenses shall be borne equally by all Parties.


G.
Submissions.  Within thirty (30) days after the selection of the Arbitrator, each Party shall provide the Arbitrator with a short and plain submission defining the issues to be decided and the nature of the relief that the Arbitrator may award (the “Submission”).  This Submission shall explicitly authorize the Arbitrator to decide these issues.  This authorization shall stay in force for a period no longer than nine (9) months from this Submission.  If the Parties are unable to reach consensus as to the issues involved, the Arbitrator in his or her sole discretion shall frame the issues through a reasonable procedure.  The Arbitrator will render decisions on the specific issues established and shall fashion any remedy that the Arbitrator deems appropriate so long as that remedy is consistent with the Parties' Submissions hereunder.  Any money judgment entered by the Arbitrator shall be payable in U.S. dollars.


H.
Transcriptions.  The presentations and argument will be transcribed for the benefit of the Arbitrator and the Parties.


I.
Discovery.  Commencing thirty (30) days after the receipt of the opposing Party's Submission, each Party may serve upon the other Party up to ten (10) requests for the production of documents, including subparts.  The requests shall be made in good faith and not be served for the purpose of delay or harassment.  Each request shall describe the type of document(s) sought and each request shall be limited to documents that are relevant to a claim or defense in the Arbitration proceeding, or reasonably calculated to lead to the discovery of admissible evidence.  The requests need not be served all at once but may be served in stages.

(i)
The Party served with a request under this provision shall provide the adverse Party with copies of the requested documents, and identify the request to which each document is responsive, within twenty (20) days of the receipt of the request.  If the Party served with a request objects to the production of any of the requested documents, it shall nevertheless produce within the permitted time all documents responsive to any request that is not objected to by that Party.

(ii)
A Party that is served with a request may challenge the propriety of the request within the time permitted for response by a short written objection which shall be forwarded to the adverse Party and to the Arbitrator.  The adverse Party shall submit its response, if any, to the objecting Party and the Arbitrator within five (5) days of receipt of the objection.  The Arbitrator shall consider the request, the objection and the response, if any, and decide whether the production shall be allowed or denied or whether the request should be modified within ten (10) days after the submission of the adverse Party's response.


J.
Presentations.  No later than twenty-five (25) days prior to the date that presentations to the Arbitrator are to begin, each Party will submit to the Arbitrator and serve on the other Party a written position statement.  The original statement of each Party shall not exceed thirty-five (35) typewritten letter-size pages.  Each Party shall have the right to submit reply statements no later than fifteen (15) days prior to the date of the presentation.  Such reply statements shall not exceed fifteen (15) typewritten letter-size pages.

(i)
All documents and affidavits that a Party intends to use during its presentation shall be submitted to the Arbitrator and served on the other Party with the position and reply statements.  All demonstrative exhibits shall be exchanged five (5) days in advance of the presentations.

(ii)
The presentations to the Arbitrator shall extend for such time as the Arbitrator agrees to be appropriate.  In the absence of any agreement, the presentations for both Parties shall extend for no longer than two (2) days and shall be concluded within six (6) months after selection of the Arbitrator.  Presentations of each Party shall occur successively with no intervening delay.

(iii)
Each Party shall make an oral and/or documentary presentation of its position in such order and in accordance with the time schedule established by the Arbitrator.  The Arbitrator may question each of the presenters during or following any and all presentations.

The Arbitrator shall determine a reasonable time and location for the presentations.


K.
Decision and Award.  The Arbitrator shall promptly (within sixty (60) days of conclusion of the presentations or such longer period as the Parties may mutually agree) determine the claims of the Parties and render a final decision in writing.  The decision shall state with specificity the findings of fact and conclusions of law on which it rests.  The decision rendered by the Arbitrator may be enforced in accordance with Section I.A, above, and may only be appealed pursuant to Section L below.  The decision shall be served upon each of the Parties by facsimile transmission and by first class mail.

(i)
If applicable law allows pre-award interest, the Arbitrator may, in his or her discretion, grant pre-award interest and, if so, such interest may be at commercial rates in the state chosen by the Parties pursuant to Section II.C.(i) during the relevant period.  Each Party shall be responsible for its own attorney's fees and costs of arbitration.  The Arbitrator shall not award consequential, punitive, indirect or other non‑compensatory damages.

(ii)
Within ten (10) days of receipt of the award either side may submit a Motion to Modify the award.  A response shall be due within fifteen (15) days thereafter and the Arbitrator shall rule thereon within fifteen (15) days after receipt of the response.

(iii)
Judgment on the award may be entered in a United States District Court for the Eastern District of Louisiana at any time within one year after the decision is made.


L.
Vacation of Award and Appeal.  An appeal from an order or judgment pursuant to this Section II.L. shall be instituted in the United States District Court for the Western District of Louisiana only on the grounds of fraud or corruption in securing an award.  The court may vacate the award only if the award was procured by or through fraud or corruption.  Each Party waives any option or objection which it may now or thereafter have to the laying of the venue of any such suit, action or proceeding and irrevocably submits to the jurisdiction of the court in any such suit, action or proceeding.  Each Party agrees that a remedy at law for a violation of this Section II.L. may not be adequate and therefore agrees that the remedies of specific performance and injunctive relief shall be available in the event of any violation in addition to any other right or remedy at law or in equity to which any Party may be entitled.


M.
Res Judicata.  To the extent permitted by law, any decision of the Arbitrator shall not be res judicata or have any binding effect in any other litigation or arbitration where any Party to this Agreement may also be a party.
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EXHIBIT “K”

Attached to and made part of that certain Deepwater Production Handling and Operating Services Agreement dated effective ___________, by and between OWNERS and PRODUCERS

Certification Of Nonsegregated Facilities

Contractor certifies that it does not maintain or provide for its employees any segregated facilities at any of its establishments and that it does not permit its employees to perform their services at any location under its control, where segregated facilities are maintained.  Contractor certifies further that it will not maintain or provide for its employees any segregated facilities at any of its establishments and that it will not permit its employees to perform their services at any location, under its control, where segregated facilities are maintained.  Contractor agrees that a breach of this certification is a violation of the Equal Opportunity Clause in any Government contract between Contractor and Operator.  As used in this certification, the term ”segregated facilities” means any waiting rooms, work areas, rest rooms and other storage or dressing areas, parking lots, drinking fountains, recreation or entertainment areas, transportation and housing facilities provided for employees which are segregated by explicit directive or are in fact segregated on the basis of race, color, religion or national origin because of habit, local custom or otherwise.  Contractor further agrees that (except where it has obtained identical certifications from proposed subcontractors) prior to the award of subcontracts exceeding $10,000 which are not exempt from the provisions of the Equal Opportunity Clause; that it will retain such certifications in its files; and that it will forward the following notice to such proposed subcontractors (except where the proposed subcontractors have submitted identical certifications for specific time periods):

NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF NON​SEGRE​GATED FACILITIES.  A Certification of Non-segregated Facilities, as required by the May 9, 1967, order on Elimination of Segregated Facilities, by the Secretary of Labor (32 Fed. Reg. 7439, May 19, 1967), must be submitted prior to the award of a subcontract exceeding $10,000 which is not exempt from the provisions of the Equal Opportunity Clause.  The certification may be submitted either for each subcontract or for all subcontracts during a period (i.e., quarterly, semiannually or annually).  (1968 MAR.) (Note: The penalty for making false statements in offers is prescribed in 18 U.S.C. 1001.)

Whenever used in the foregoing Section, the term “Contractor” refers to each Party to the Agreement.
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