THE OUTER CONTINENTAL SHELF ADVISORY BOARD
DECOMMISSIONING CREDIT SUPPORT AGREEMENT
MODEL FORM

THIS MODEL FORM DECOMMISSIONING CREDIT SUPPORT AGREEMENT, INCLUDING ALL EXHIBITS, (MODEL FORM) IS DESIGNED TO FACILIATE THE PARTIES TO AN OPERATING AGREEMENT IN THE OUTER CONTINENTAL SHELF OF THE GULF OF AMERICA IN PROVIDING FOR CREDIT SUPPORT TO COVER THE POTENTIAL LIABILITY THAT A PARTY MAY INCUR IN RELATION TO DECOMMISSIONING AND IN SECURING THE DECOMMISSIONING OBLIGATIONS SET FORTH IN THE OA IN THE EVENT A LESSEE(S) DEFAULTS IN THEIR DECOMMISSIONING OBLIGATIONS.    


THIS MODEL FORM DOES NOT CONTAIN ALL PROVISIONS REQUIRED TO ESTABLISH A DECOMMISSIONING CREDIT SUPPORT AGREEMENT. THIS MODEL FORM CONTAINS NUMEROUS PROVISIONS THAT MUST BE COMPLETED BY INSERTING APPROPRIATE TIME PERIODS, DOLLAR AMOUNTS, NUMBERS OF PARTIES, STANDARDS, ETC., AND EACH PARTY MUST DETERMINE APPROPRIATE INSERTS FOR ITS PARTICULAR SITUATION OR APPLICATION. THIS MODEL FORM CONTAINS REFERENCES TO NUMEROUS EXHIBITS FOR WHICH THE PARTIES SHOULD PROVIDE NEGOTIATED DRAFTS.  ONLY EXHIBITS E, I AND J IN THIS MODEL FORM INCLUDE CONTENT. THE OUTER CONTINENTAL SHELF ADVISORY BOARD DRAFTING COMMITTEE HAS NOT FINALLY REVIEWED OR VETTED THE CONTENT OF EXHIBITS E, I AND J, WHICH ARE BEING PROVIDED AS A CONVENIENCE FOR THE DRAFTERS.  


USERS OF THIS MODEL FORM OR PORTIONS OR VARIATIONS THEREOF SHOULD SEEK THE ADVICE OF COUNSEL AND OTHER RELEVANT SUBJECT MATTER EXPERTS 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 AND ITS MEMBER COMPANY DRAFTERS DISCLAIM ANY AND ALL INTERESTS OR LIABILITY WHATSOEVER FOR LOSS OR DAMAGES THAT MAY RESULT FROM USE OF THE FORM OR PORTIONS OR VARIATIONS THEREOF.


GENRAL DRAFTING NOTES AND USE OF MODEL FORM GUIDANCE:
THE MODEL FORM CONTAINS NUMEROUS DRAFTING NOTES FORMATTED AS COMMENTS TO SPECIFIC SECTIONS INTENDED TO ASSIST THE PARTIES IN DRAFTING A FIT-FOR-PURPOSE DOCUMENT THAT WORKS WITH THE OPERATING AGREEMENT AND OTHER RELATED AGREEMENTS.
THE PARTIES SHOULD CONSIDER REVISING THE APPLICABLE MEMORANDUM OF OPERATING AGREEMENT (MOA) TO INCLUDE THE APPROPRIATE DECOMMISSIONING CREDIT SUPPORT AGREEMENT (DCSA) PROVISIONS OR SEPARATELY RECORDING A RELATED MEMORANDUM.
PARTIES TO CONFIRM THAT UNDEFINED CAPITALIZED TERMS USED IN THIS MODEL FORM ARE CONSISTENT WITH DEFINED TERMS IN THE OPERATING AGREEMENT.

GUIDE FOR HIGHLIGHTING AND INSTRUCTIONAL FORMATTING USED IN MODEL FORM: 
[Yellow Highlighted Text and bracketed values are notional guides for the Parties to negotiate and agree.]
[Plain Bracketed Text represents optional language.]
Green Highlighted Text should be included if the Parties have chosen the Asset Net Value test for determining the Initial Determination Date. 
Blue Highlighted Text should be included when using a third party Decommissioning Account Administrator. 
Orange Highlighted Text should be selected when utilizing a Form of Joinder agreement for STPs. 

Italicized words in this font are drafting instructions.




DRAFT

DECOMMISSIONING CREDIT SUPPORT AGREEMENT

[bookmark: _Hlk12343530]This DECOMMISSIONING CREDIT SUPPORT AGREEMENT (“DCSA” or “Agreement”) dated as of [DATE], (“Effective Date”) is between [PARTY A (“PARTY A”)] and [PARTY B (“PARTY B”).]   Party A and Party B may be referred to as “Protected Party” and “Lessee,” as the case may be, and may also be referred to individually as a “Party” or collectively as the “Parties”.

WHEREAS 

Party A and Party B have entered into that certain OA dated  [DATE] covering the Lease(s) under which Party A and Party B have agreed, inter alia, to jointly explore, appraise, develop and produce certain oil and gas resources on the Lease(s) and assume each their respective Participating Interest Share of all Costs of Decommissioning in relation thereto.
In order to: (i) give effect to the agreement of Party A and Party B under the OA regarding the execution of a Decommissioning Credit Support Agreement, and (ii) provide Protected Parties with Credit Support which can be called or used pursuant to this Agreement for any part of the Decommissioning obligations as a result of the joint and several nature of the Decommissioning obligations, the Parties have agreed to enter into this DCSA.
The Second Tier Participants, as defined below, may have continued obligations, along with the Lessees, with respect to the Decommissioning and may be called upon by BSEE to do so as a predecessor interest owner of the Lease(s) or holder of the ROW(s) and/or RUE(s).  The Lessees intend that the Second Tier Participants [may become] [remain] a Party to this DCSA [and that they shall be beneficiaries under the Decommissioning Account Agreement established under this DCSA] [and the joinder agreement] and to exercise such rights as may be granted to them hereunder.
The object of this DCSA is to make provision for the Costs of Decommissioning and to provide Credit Support to cover the potential liability that a Party may incur in relation to Decommissioning and to secure Decommissioning obligations set forth in the OA in the event a Lessee(s) defaults in their Decommissioning obligations.
The Parties intend that this DCSA will continue to apply to the Lease(s), ROW(s) and/or RUE(s) until all Decommissioning has been completed to the satisfaction of BSEE and, for the avoidance of doubt, the Parties intend that this DCSA will pass to successive owners of the Lease(s) or holders of the ROW(s) and/or RUE(s) or part of them, as provided hereunder.
NOW THEREFORE, in consideration of the mutual promises contained herein, the benefits to be derived by each Party hereunder, and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties agree as follows:

1. [bookmark: _Toc10444259][bookmark: _Toc37337378]DEFINITIONS and EXHIBITS
1.1. [bookmark: _Ref10532948]Capitalized terms not otherwise defined in this DCSA, shall have the meanings ascribed to them in the OA as such OA existed on [DATE] unamended. Certain other capitalized terms used herein are defined as follows:
“Acceptable Financial Standards” means at the time Credit Support is provided and thereafter, any of the following, such financial institution:
for a financial institution serving as an Escrow Agent or providing a Letter of Credit or commercial bank guarantee as Credit Support or [acting as Decommissioning Account Administrator], such financial institution: 
has its headquarters in a country that is a member of the Organization for Economic Cooperation and Development;
is located in or the branch issuing such letter of credit is located in [insert specific city/cities];
has at least one of the following ratings: (i) a “foreign long-term issuer” credit rating of “[A-]” or better by Standard & Poor’s Rating Group, (ii) a “long-term issuer default rating” of “[A-]” or better by Fitch Ratings Ltd, or (iii) a “long-term default rating” of “[A3]” or better by Moody’s Investors Service, Inc.; and
is not subject to an Insolvency Event;
in the case of a surety company issuing bond as BOEM Security or a Private Bond, such surety: 
has its headquarters in a country that is a member of the Organization for Economic Cooperation and Development and has a valid certificate of suretyship in full force and effect issued by the applicable jurisdiction for the BOEM Security or Private Bond at issue;
has a “long-term issuer credit rating” of [A-] or better by AM Best Company and be listed by the named in the current Circular 570, published by the Audit Staff Bureau of Accounts, U.S. Department of the Treasury with the US government; and
is not subject to an Insolvency Event;
for an entity providing a Guaranty as Credit Support, such entity:
directly or indirectly owns at least a majority of the applicable Party’s equity interests;
has (i) a credit rating of “[BBB-]“ or better by Standard & Poor’s Rating Group or Fitch Ratings Ltd or “[Baa3]” or better by Moody’s Investors Service Inc., provided that in case of entities which are wholly and directly government owned and are not independently rated, the credit rating will be deemed to be two notches lower than the associated government rating or provided that in the case of entities without a credit rating from Standard & Poor’s Rating Group, Fitch Rating Ltd or Moody’s Investors Service Inc., [a proxy credit rating of the same or higher value provided by BOEM/BSEE or a another party unanimously approved by the Parties], (ii) [or a Net Worth as of the most recent Net Worth Calculation Date of at least [$XXX];
is not subject to an Insolvency Event; or
in each case, an equivalent rating awarded by another rating agency approved unanimously by the Parties.
In cases where credit ratings of the aforementioned rating agencies are different, the higher credit rating should be used to establish the applicable credit rating in respect of any entity. If all of Standard & Poor’s Rating Group, Fitch Ratings Ltd and Moody’s Investor Service Inc. cease to publish relevant credit ratings, the Acceptable Financial Standards will be determined by a vote of the Parties. The proposal approved by a simple majority of the Parties shall be adopted. 
“Affiliate(s)” means any Person which controls, is controlled by, or is under common control with, another Person. For purposes of this definition, a Person is deemed to “control” another if it owns directly or indirectly at least fifty percent (50%) of either of the following:
the shares entitled to vote at a general election of directors of such other Person; or
the voting interest in such other Person if such Person does not have either shares or directors.
“Asset Net Value” means the Operator’s good faith estimate of: 
The aggregate of:
the sales volume of the quantity of Hydrocarbons forecast to be produced and delivered using the latest production forecast delivered under Section 6; multiplied by	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note: In a low price environment, the volume of economic hydrocarbon production may also be affected.
the prices established for each calendar year, starting with the then current calendar year, under the relevant Hydrocarbon Price Assumptions as referenced below in Section 6.2; plus
the value of any tariffs or other [income] or [fees] that it reasonably anticipates to be received by the Parties before Decommissioning from use of the Joint Property by third parties under any transportation, processing and other agreements existing on the relevant calculation date; 
less
in each case the Costs attributable to items (a) – (c) above, including operating and capital Costs (other than in respect of Decommissioning), and the government’s royalty, with
each such item of cost or receipt discounted from the date it is anticipated to be earned or incurred to the date of determination of Asset Net Value at the Discount Rate.
“BOEM” means the U.S. Department of the Interior, Bureau of Ocean Energy Management, or any successor agency having jurisdiction over such matters.
“BOEM Security” has the meaning given in Section 1.1 (O) “Credit Support”.
“BSEE” means the U.S. Bureau of Safety & Environmental Enforcement, or any successor agency having jurisdiction over such matters.
“BSEE Confirmation” means when the BSEE decommissioning estimates for all Decommissioning that had previously reflected a decommissioning obligation is updated to reflect Zero USD ($0.00) on the BOEM Data Center Decommissioning Cost Estimate database. 
“Business Days” means any day other than a Saturday, a Sunday or any other day on which commercial banks in Houston, Texas are authorized or required to be closed.
“Cash” has the meaning given in Section 1.1 (O) “Credit Support”.
“Change in Control” means with respect to any Lessee, any transaction(s) or series of related transactions (whether through transfer to an Affiliate, merger, spin-off, sale of shares or other equity interests, or otherwise) from one or more transferors to one or more transferees that results in a change in Control of such Lessee. 
“Confidential Data” shall include Confidential Data as defined under the OA and any information exchanged between the Parties pursuant to this DCSA.  	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note: Confirm that the term “Confidential Data” is the term used in the OA. 
“Control” (including its derivatives and similar terms) means possessing, directly or indirectly, through one or more intermediaries, the power to direct or cause the direction of the management and policies of any such relevant Person by ownership of voting interest, by contract or otherwise; provided, however, that solely having the power to act as the operator of a Person’s day-to-day commercial operations, without otherwise having the direct or indirect power to direct or cause the direction of the management and policies of such Person, shall not satisfy the foregoing definition of “Control”. For the avoidance of doubt, a Person shall be deemed to “Control” an entity organized as a limited partnership if such Person Controls the general partner of such limited partnership.
“Costs” has the meaning given in the OA.  
“Credit Support” means one, or a combination, of the following devices or instruments to secure Costs of Decommissioning:
Select one or more of the following:
· “BOEM Security” means a form of security specific to and for use only in connection with a Lease(s), ROW(s) or RUE(s) for Costs of Decommissioning in favor of both BOEM/BSEE and all Protected Party(ies) en pari passu for all obligees issued by an entity meeting or exceeding the Acceptable Financial Standards.  Exhibit B provides an example of a BOEM Security in the form of a dual obligee bond.  	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  To allow BOEM Security to substitute for Credit Support under this agreement the Security provided to BOEM must (1) name all Parties as beneficiaries and (2) only apply to Decommissioning Costs for the Leases, ROWs and RUEs.
· “Cash” means cash in US Dollars paid into an Escrow Account directly by Protecting Party if either: 
(i) Lessee elects to use cash as Credit Support, or 
(ii) cash payments are made under the ORRI.
· “Guaranty” means a guaranty from a third party who meets or exceeds the Acceptable Financial Standards applicable to the issuer of the Guaranty, and which Guaranty is substantially in the form set out in Exhibit D. 
· “Letter of Credit” means a standby irrevocable letter(s) of credit in favor of the Protected Party(ies) issued by a financial institution which meets or exceeds the Acceptable Financial Standards applicable to the issuer of a Letter of Credit, such letter(s) of credit being substantially in the form set out in Exhibit H.
· “Private Bond” means a bond in favor of the Protected Party(ies)substantially in the form set out in Exhibit C, issued by a surety that:
(i) is qualified to be a surety and guarantor on bonds and undertakings and is named in the current Circular 570, published by the Audit Staff Bureau of Accounts, U.S. Department of the Treasury,
(ii) meets or exceeds the Acceptable Financial Standards; and
(iii) has a certificate of suretyship that has not been revoked.

“Credit Support Amount” means the amount of Credit Support that must be provided by Protecting Party specific to and relating only to a Lease or Leases or any RUEs and/or ROWs (and not inclusive of any amounts related to other leases, properties, or assets) as of the last Revision Date, the amount being calculated in accordance with Section 5.2.  Notwithstanding anything to the contrary, a Protecting Party’s Credit Support Amount shall not include any Costs of Decommissioning for any operation or activity; such as, a well, platform, pipeline or other installation, in which it was a Non-Participating Party until such time, if ever, the Lessee becomes a Participating Party in such operation or activity.  
“Credit Support Call” means the notice provided to the Lessee notifying the Lessee of its respective Credit Support Amount calculated in accordance with Section 5.2. 
“Cure Period” has the meaning set forth in Section 8.1.
“Current BSEE Estimate” means the P[XX] cost estimate for Decommissioning posted on the BSEE website (or otherwise advised by BSEE in writing), or such other cost estimate as determined in good faith by the Operator.
 “DCSA Report” has the meaning given in Section 3.1.
“DCSA Reporting Period” has the meaning given in Section 3.1.
“Decommissioning” means, with respect to a Lease, RUE, or ROW, each of the following: (a) ending oil and gas operations; (b) permanently plugging and abandoning any or all wells (or re-abandonment of any well); (c) decommissioning any or all equipment and facilities; (d) clearing the seafloor of all obstructions created by pipeline operations and subsea infrastructure; (e) restoring and remediating the surface, sea floor and subsurface sites; (f) performing any other activities necessary for decommissioning, abandonment, restoration, maintenance and monitoring and safe-out; (g) securing approvals needed for any or all the above from the BOEM/BSEE and other regulatory agencies; and (h) submitting all reports required by the BOEM/BSEE and other regulatory agencies, all of the foregoing being done in compliance with, and to the extent required to comply with, the requirements laws, regulations, of BOEM/BSEE and other regulatory agencies with jurisdiction over the Decommissioning or by the terms and conditions of a Lease, RUE or ROW. For the avoidance of doubt, Decommissioning includes but is not limited to decommissioning activities as defined in 30 CFR 250.1700. [Decommissioning does not include actions and operations taken in response to a well control event even if such occurs during abandonment.]
“Decommissioning Account” means the aggregate Credit Support managed by the Decommissioning Account Administrator and held by the Decommissioning Account Administrator.
“Decommissioning Account Administrator” means a Person, other than a Party or an Affiliate of a Party, meeting the Acceptable Financial Standards and appointed in accordance with Section 4.
“Decommissioning Account Agreement” or “DAA” means the agreement entered into between the Parties and the Decommissioning Account Administrator detailing the rights and obligations of the Decommissioning Account Administrator in the administration of the Credit Support.  
“Decommissioning Expert” means an independent expert selected in accordance with Section 5.4 having at least[ ____(X)] years of experience in preparing decommissioning estimates in the Gulf of America, where independent shall mean that such individual has not worked for a Party [or any of its Affiliates] in an exclusive capacity, either as employee, consultant, contractor, advisor or agent, in the last [ ____(X)] years, except an engagement to provide a third-party expert Decommissioning estimate under this DCSA or an agreement similar to this DCSA.
“Decommissioning Expert Estimate” means a [turnkey] estimate of the Costs of Decommissioning and/or Decommissioning Net Cost prepared by the Decommissioning Expert.
“Decommissioning Net Cost” means the Cost of Decommissioning with each such Cost discounted at the Discount Rate from the date it is anticipated to be incurred to the date of determination of Decommissioning Net Cost.  
"Decommissioning Order” means an order issued by BSEE to perform Decommissioning.
“Default” has the meaning given in Section 11.1.
“Default Notice” means written notice specifying the nature of the Default. 
“Defaulting Lessee” means a Lessee in Default.
“Deficiency Amount” has the meaning given in Section 8.  
“Discount Rate” means the Agreed Interest Rate in Exhibit “C” Deepwater Accounting Procedure of the OA. 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties to consider whether this is the appropriate rate to use for discounting. 
“Draft DAA” shall refer to any Decommissioning Account Agreement proposed by a Party under this Agreement prior to execution of the Decommissioning Account Agreement.
“End Date” means the date that is two years following BSEE Confirmation.
“Escrow Account” means an escrow account with an Escrow Agent pursuant to an escrow agreement among Protected Parties, Protecting Party, and the Escrow Agent, substantially in the form attached here to as Exhibit G.	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  If Escrow Account is funded by an dollar-denominated ORRI (rather than production ORRI), then the ORRI should work with the escrow agreement. 
“Escrow Agent” means the escrow agent selected by Protected Parties to hold the Escrow Account, which must meet the Acceptable Financial Standards.
“Existing Credit Support” has the meaning given in Section 5.7.
“Financial Statements” means, for a Person as of any date of determination, the following delivered to the Parties in accordance with Section 5.6(F):
in the case of the determination of a Person’s Net Worth as of the last day of its fiscal year, either (i) the annual audited financial statements of such Person prepared in accordance with GAAP or IFRS for the fiscal year of such Person then most recently ended (a) that are publicly available on the website of the U.S. Securities and Exchange Commission (or any foreign equivalent) and (b) for which the last day of the fiscal year of such financial statements is a date not more than 18 months prior to such date of determination, or (ii) if such Person cannot deliver the financial statements described in clause (i), then the annual audited or unaudited financial statements of such Person prepared in accordance with GAAP or IFRS for the fiscal year of such Person then most recently ended that are available at such time and for which the last day of the fiscal year of such financial statements is a date not more than 18 months prior to such date of determination., in each case of (i) and (ii), accompanied by, if such financial statements are audited, the audit letter of the nationally recognized firm of independent certified public accountants that audited such financial statements; 
in the case of the determination of a Person’s Net Worth as of the last day of any of its first three fiscal quarters of any of its fiscal years, the quarterly unaudited financial statements of such Party prepared in accordance with GAAP or IFRS for the fiscal quarter of such Person then most recently ended and for which the last day of the fiscal quarter of such financial statements is a date not more than 60 days prior to such date of determination; and
a written certification from the chief financial officer or other financial or treasury officer  with execution authority on behalf of such Person: (i) in the case of unaudited financial statements (whether annual or quarterly), stating that such financial statements have been prepared in accordance with GAAP or IFRS, present fairly the information set forth therein and are true and correct in all material respects as of the date and covering the periods set forth therein, and (ii) in the case of audited or unaudited financial statements, containing a reasonably detailed calculation of such Person’s Net Worth as of the Net Worth Calculation Date in issue.
“Guaranty” has the meaning given in Section 1.1 (N) “Credit Support”.
“Increased Credit Support Portion” has the meaning given in Section 5.6(D).
“Initial Determination Date” means 
[bookmark: _Hlk168584357]Select one of the following:
· thirty (30) days from the earlier of (i) the installation of equipment or facility for which Decommissioning obligations accrue or (ii) the release of the drilling rig from a well that is not permanently plugged and abandoned.
· [January 1] of the year in which the Asset Net Value is projected to be less than [________ (____%)] of the Decommissioning Net Cost.
· the date of approval of the: [Select one of the following] 
· Execution AFE 
· Development Plan 
· Final Investment Decision is taken by all Lessees
· the date of the first Hydrocarbon production from a Production System.
“Insolvency Event” means any of the following events or circumstances occurs such that any Person:
Is dissolved (other than pursuant to a consolidation, amalgamation or merger).
Becomes insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay its debts as they become due.
Makes a general assignment, arrangement or composition with or for the benefit of its creditors.
Institutes, or has instituted against it by a regulator, supervisor or any similar official with primary insolvency, rehabilitative or regulatory jurisdiction over it in the jurisdiction of its incorporation or organization or the jurisdiction of its head or home office, a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its winding-up or liquidation by it or such regulator, supervisor or similar official.
Has instituted against it a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its winding-up or liquidation, and such proceeding or petition is instituted or presented by a Person not described in clause (4) above and either (a) results in a judgment of insolvency or bankruptcy or the entry of an order for relief or the making of an order for its winding-up or liquidation; or (b) is not dismissed, discharged, stayed or restrained, in each case within thirty days of the institution or presentation.
Has a resolution passed for its winding-up, official management or liquidation (other than pursuant to a consolidation, amalgamation or merger).
Seeks or becomes subject to the appointment of an administrator, provisional liquidator, conservator, receiver, trustee, custodian or other similar official for it or for all or substantially all its assets.
Has a secured party take possession of all or substantially all its assets or has a distress, execution, attachment, sequestration or other legal process levied, enforced or sued on or against all or substantially all its assets.
Causes or is subject to any event with respect to it which, under applicable law, has an analogous effect to any of the events specified in clauses (1) to (8) above (inclusive).
“Lease, Lease(s) or Leases” means the oil and gas lease or leases (or portion(s) thereof) and any additional oil and gas leases, subsequently added to Exhibit “A” of the OA, as amended from time to time.  “Leases” shall include any lease (or portion(s) thereof, including operating rights) ever listed in Exhibit “A” of the OA, regardless of whether or not it is later removed.
“Lessee(s)” means the current Working Interest Owners of the Leases at any given time.
“Letter of Credit” has the meaning given in Section 1.1 (O) “Credit Support”.
“Net Worth” means, for a Protecting Party as of any date of determination, the net worth of such Protecting Party calculated by deducting each of the following from the total assets of such Protecting Party: (a) such Protecting Party’s total liabilities, and (b) such Protecting Party’s total intangible assets (including goodwill, patents, copyrights and unamortized loans), in each case of such Protecting Party’s total assets and clauses (a) and (b), as determined in accordance with [GAAP or IFRS] and demonstrated in such Protecting Party’s applicable [audited] financial statements.
Note to Draft: Include the following definitions if the terms GAAP and IFRS are selected.
“GAAP” means generally accepted accounting principles in the United States consistently applied.
“IFRS” means international financial reporting standards, consistently applied.
“Net Worth Calculation Date” means, for any Person, each of (a) the last day of each fiscal year of such Person and (b) the last day of the first three fiscal quarters of such Person in a particular fiscal year.
“OA” means that certain [PROSPECT NAME] Operating Agreement executed on [DATE] by Party A and Party B, as amended from time to time. In the event of a sole Lessee, references to the OA shall be read as if the Lessee is the sole party to the OA last in effect.   	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note: This should reference the original parties (Party A and Party B) to the OA who may not necessarily be the original parties to this DCSA. 
“ORRI” means the Overriding Royalty Interest which is granted pursuant to the Term Conveyance of Overriding Royalty Interest entered into between the Parties on the same date as this DCSA, substantially in the form attached as Exhibit F hereto, becoming payable, in accordance with its terms, upon a Default by Lessee under this DCSA.
“Party” or “Parties” means the Lessees and the Second Tier Participants.
“Person” means any individual, corporation, government, partnership, company, group, authority, association, joint venture, enterprise, trust or other entity.
“Private Bond” has the meaning given in Section 1.1 (O) “Credit Support”.
“Proposed Amendment” has the meaning given in Section 17.9 (A).
“Proposed Asset Net Value Adjustment Notice” has the meaning given in Section 5.5.
“Proposed Credit Support Amount Adjustment Notice” has the meaning given in Section 5.4.
“Protected Party(ies)” means the Party(ies) for whom Credit Support is provided or intended to be provided under this DCSA or [the Decommissioning Account Administrator].
“Protecting Party(ies)” means the Lessee providing or obligated to provide Credit Support under this DCSA.

“Reduced Credit Support Portion” has the meaning given in Section 5.6(C).
“Revision Date” means
Select one of the following:
· Beginning on [January 1] of the calendar year following the calendar year in which the Credit Support Call is made and every [X] year(s) on [January 1] thereafter.
· the following: 
Beginning on [January 1st] of the calendar year that is [______ (XX) months] after the end of the calendar year for the Initial Determination Date, and every [___ (X)] years thereafter for a period of [____ (X)] calendar years after the Initial Determination Date;
[January 1st] of the year that is [_____ (X)] calendar years after the last date set forth in (a) above;
[January 1st] of the year that is [_____ (X)] calendar years after the date set forth in (b) above;
[January 1st] of the year that is [_____ (X)] calendar year after the date set forth in (c) above and every year on  [January 1st] thereafter.

Reserves Expert means an independent expert having at least [____ (X)] years of experience in preparing independent reserve reports in the Gulf of America, where independent shall mean that such individual has not worked for a Party in an exclusive capacity, either as employee, consultant, contractor, advisor or agent, in the last [____ (X)] years, except an engagement to provide a third-party expert reserve estimate or asset net value estimate under this DCSA [or an agreement similar to this DCSA to which at least one Party was a party].
Reserves Expert Estimate means an estimate of the Asset Net Value prepared by the Reserves Expert.
“Right-of-Use and Easement (RUE)” means an authorization issued by BOEM under the authority of section 5(e) of the OCSLA (43 U.S.C. 1334(e))  granting a right to use a portion of the seabed at an OCS site other than on a Lease, to construct, secure to the seafloor, use, modify, or maintain platforms, seafloor production equipment, artificial islands, facilities, installations, and/or other devices to support the exploration, development, or production of oil, gas, or sulfur resources from a Lease.
“Right-of-Way (ROW)” means an authorization issued by BOEM under the authority of section 5(e) of the OCSLA (43 U.S.C. 1334(e)) for the use of submerged lands of the Outer Continental Shelf for pipeline purposes for a Lease. 
“Second Tier Participant” means any Lessee which, after the Effective Date of this DCSA, assigns all of its interest in a Lease(s) in accordance with Section 14.2. The Operator shall update Exhibit A to reflect the current Second Tier Participants.  [and has executed the Form of STP Joinder Agreement included as Exhibit I attached to this Agreement in accordance with Section 14.2].
Target Date for purposes of Section 4 shall mean:
	Select one of the following.  Selection should consider how far in advance of the creation of significant Decommissioning liability the Lessees should execute the Decommissioning Account Agreement with the Administrator.  
· Initial Determination Date 
· Date of first issuance of the DCSA Report
· Date the Lessees have approved Final Investment Decision (FID)
· Date the Lessees have approved the initial Development Plan
“Transferee” has the meaning given in Section 14.2(B).
“Transferor” has the meaning given in Section 14.2(A).
Select the following definitions, as applicable, if choosing to include the optional provisions, Section 11.3 and/or 11.4.
“Funding Lessee” has the meaning given in Section 11.3.
“Supporting Lessee” has the meaning given in Section 11.4.

1.2. Exhibits
All references in this Agreement to “Exhibits” without further qualification mean the Exhibits listed below and attached to this Agreement.  Each Exhibit is made a part of this Agreement and is incorporated into this Agreement by this reference.  If any provision of an Exhibit conflicts with any provision of the body of this Agreement, the provision of the body of this Agreement shall prevail.
Exhibit “A” Lease Description and List of Parties
Exhibit “B” Form of BOEM Bond
Exhibit “C” Form of Bond
Exhibit “D” Form of Guaranty
Exhibit “E” Form of DCSA Ratification and Joinder
Exhibit “F” Form of Term Conveyance of Overriding Royalty Interest
Exhibit “G” Form of Escrow Agreement
Exhibit “H” Form of Letter of Credit
Exhibit "I” Form of STP Joinder Agreement
Exhibit "J” Decommissioning Account Administrator Principles
Exhibit "K” Form of Non-Disclosure Agreement

1.3. Construction of Certain References:
In this DCSA, unless the context otherwise requires: 
(A) References to Sections and Exhibits are to Sections of and Exhibits to this DCSA.
(B) The headings throughout this DCSA are inserted for convenience only and will not affect the construction of this DCSA.
(C) Words in the singular will include the plural and vice versa.
(D) A reference to one gender includes all genders.
(E) References to times of the day are to local time in Houston, Texas unless otherwise stated and references to a day are to a period of 24 hours running from midnight to midnight.
(F) References to statutory provisions will be construed as references to those provisions as respectively amended, consolidated, extended or re-enacted from time to time and will include the corresponding provisions of any earlier legislation (whether repealed or not) and any orders, regulations, instruments or other subordinate legislation made from time to time under the statute concerned.
(G) A reference to “includes” or “including” will be construed as “includes without limitation” or “including, without limitation” (as the case may be).
(H) Where provision is made for agreement or the giving of notice, approval, request or consent by any Party, unless otherwise specified, such agreement, notice, approval, request or consent shall be in writing.
(I) If a period of time is specified or dates from a given day or the day of an act or event, it will be calculated exclusive of that day.
(J) References to “writing” or “written” include any modes of reproducing words in a legible and non-transitory form but do not include writing on the screen of a visual display unit or other similar device.
(K) References to matters “arising” (or which “arise” or “arises”) “out of this DCSA” include matters which arise in connection with this DCSA or have a causal connection with, or which flow from, this DCSA or which would not have arisen or occurred but for the entering into this DCSA, or the performance of or failure to perform obligations under this DCSA.
(L) Reference to “$” or “US$” or “Dollars” refers to United States Dollars.

1. [bookmark: _Toc516710759]
  PURPOSE AND second tier participants
[bookmark: _Ref359288725]Each Lessee shall make provision for the Costs of Decommissioning for the benefit of all Parties, in respect of its percentage share of the Costs of Decommissioning in accordance with, and subject to the terms of, this DCSA, the OA and the Decommissioning Account Agreement in place at the time of each Credit Support Call.
[bookmark: _Ref359288752]Any Lessee which, after the Effective Date of this DCSA, assigns all of its interest in a Lease(s) in accordance with the OA and Section 14.2 herein shall, subject to Section 14.2, become a Second Tier Participant for such Lease(s). 
If at any time a Party gives notice to the other Party(ies) that it considers that the objectives of this DCSA can be met in a way which may be more beneficial to the Parties than as set out herein, taking into account, inter alia, tax considerations, then the Parties shall promptly meet and review the provisions of this DCSA. Such meeting shall be held within thirty (30) days of any such request.
This DCSA shall only be amended, changed, terminated or modified (including waiver of any provision) in accordance with Section 17.9.  
[bookmark: _Ref359288754]Any Second Tier Participant may at any time withdraw from this DCSA by giving not less than ten (10) Business Days’ notice to the Operator.  [Upon withdrawal, such Second Tier Participant shall have no further rights under this DCSA.]	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Ensure that credit support instrument addresses what happens upon withdrawal from the DCSA.	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  If using STP Joinder, remove this Section 2.6, since it is already included into the Joinder form.
The Operator shall promptly, following any Person becoming or ceasing to be a Second Tier Participant, amend [Exhibit A] or [the STP Joinder Agreement] to reflect the incoming or outgoing parties to the DCSA  and shall provide copies of the amended [Exhibit A] or [the STP Joinder Agreement] to all Parties [and the Decommissioning Account Administrator]  and such amended [Exhibit A] or [STP Joinder Agreement] shall become the new [Exhibit A] or [STP Joinder Agreement] for the purposes of this Agreement.
The Lessees agree that the Second Tier Participants shall be Parties to this Agreement and shall be entitled to exercise such rights as may be granted to Second Tier Participants hereunder [, and that the Parties shall be beneficiaries under the Decommissioning Account established under this Agreement].
Following any Person becoming or ceasing to be a Second Tier Participant, the Parties shall amend Exhibit A to reflect the changes [and shall provide a copy of amended Exhibit A to the Decommissioning Account Administrator].
dcsa rEPORT
Operator shall calculate and distribute to the Parties its good faith estimate of 3.1 (A) – (D)(F) (the “DCSA Report”) on each of (i) beginning [_____________], then every [X years/months thereafter] until the Initial Determination Date; (ii) the Initial Determination Date; and (iii) every calendar year after the Initial Determination Date (each a “DCSA Reporting Period”). The DCSA Report shall include:	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note: Consider the IDD selection in the definitions when determining the timeline in this Section.  This provision defines when the Parties will receive reports from the Operator which forecast when Credit Support will be required.  
(A) the Costs of Decommissioning including the assumptions used to calculate such Costs in accordance with Section 5.2 as at the end of each DCSA Reporting Period until the anticipated End Date;
(B) the expected Initial Determination Date; 
(C) After the Initial Determination Date, the Credit Support Amount delivered in the form of a Credit Support Call will be included as well as any waivers from Credit Support allowed under Section 5.6; 
(D) An updated Exhibit A reflecting the Leases, RUEs, ROWs, and Second Tier Participants; [and]

and if Selection 2 is selected for the definition of Initial Determination Date in Section 1.1 (QQ), then include the following:


(E) the Asset Net Value at the end of each DCSA Reporting Period until the End Date; and
(F) the assumptions used in the calculation of the Decommissioning Net Cost and Asset Net Value pursuant to Section 6.

The Credit Support Amount shall be zero Dollars ($0) until the Initial Determination Date. After the Initial Determination Date, the Credit Support Amount shall be the amount notified in the Credit Support Call delivered by the Operator in the DCSA Report.
Operator will continue to provide the DCSA Report during each calendar year until the End Date. 

[bookmark: _Hlk168583130][Select one of the following Sections 4]
· Select this provision if a third party is selected as the Decommissioning Account Administrator. 
4.	DECOMMISSIONING ACCOUNT AGREEMENT
4.1	The Decommissioning Account Agreement. The Operator shall use commercially reasonable [good faith] efforts to identify a Decommissioning Account Administrator and enter into a Decommissioning Account Agreement incorporating the principles set forth in Exhibit J by the Target Date. The Decommissioning Account Agreement shall appoint and instruct a Decommissioning Account Administrator to hold the Credit Support in a Decommissioning Account for the exclusive benefit of the Parties under the terms of the Decommissioning Account Agreement. The Decommissioning Account Agreement shall require that the Decommissioning Account Administrator at all times meets the Acceptable Financial Standards.
4.2 	Negotiation of the Initial Decommissioning Account Agreement. 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  If the Decommissioning Account Agreement is executed at the time of the execution of the DCSA, this clause is not needed.
	a.	The Operator shall initiate Draft DAA negotiations with a Decommissioning Account Administrator not less than [____] [days] before the Target Date.
	b.	The initial Draft DAA shall incorporate the principles set forth in Exhibit J, as well as other terms and conditions consistent with the DCSA, OA and the Laws. The Lessees shall have [sixty (60)] days to review the initial Draft DAA prior to execution of the DAA.  	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties should consider incorporating in Exhibit J permitted investments and related guidelines to allow the Decommissioning Account Administrator to utilize cash effectively.
	c.	The Operator shall have the authority to execute the initial Decommissioning Account Agreement on behalf of all of the Parties; provided that, the initial Decommissioning Account Agreement shall incorporate all the principles set forth in Exhibit J. If required by the Decommissioning Account Agreement, the Lessees shall execute the initial Draft DAA that incorporates all the principles of Exhibit J. If a Lessee(s) does not execute such initial Decommissioning Account Agreement, then such Lessee(s) shall immediately be required to deposit Cash in the amount of their Participating Interest Share of the Costs of Decommissioning (as determined by the Operator under Section 5.2) to an Escrow Account for the benefit of the Lessees to support the Decommissioning obligations of the non-executing Lessees.  
	d.	The Operator shall notify the Parties in the event that the Draft DAA does not incorporate all the principles set forth in Exhibit J. Within thirty (30) days following such notification, any Party may propose a Draft DAA with a Decommissioning Account Administrator which incorporates all the principles set forth in Exhibit J. If a Party proposes such a Draft DAA, then the Draft DAA shall be executed as provided for in Section 4.2 (c).  If more than one Party proposes a Draft DAA meeting all the requirements of Exhibit J, then the Draft DAA to be executed shall be approved by a Vote of the Lessees. The approved Draft DAA shall be executed as provided for in 4.2 (c).
	If no Party proposes a Draft DAA within the thirty-day period; then, following the expiration of the thirty-day period, the Parties shall have an additional thirty (30) days to unanimously approve the Operator’s Draft DAA. In the event the Operator’s Draft DAA is not unanimously approved, then 
	Select one of the following.  
· the Protecting Parties shall provide Credit Support to each Party in accordance with Section 5.
 or 
· Operator’s Draft DAA will be deemed approved.	
    4.3 	Cost of the Decommissioning Account Administrator. 
	Select one of the following.  
· The cost of the Decommissioning Account Administrator will be shared proportionately by the Lessees in accordance with their Participating Interest Share. 

· The cost of the Decommissioning Account Administrator will be shared [___ percent (__%)] by the Lessees in accordance with their WI share and [___ percent (__%)] by the Second Tier Participants, divided equally among the Second Tier Participants. 

4.4	Maintenance and Changes to the Decommissioning Account Agreement.
	a. 	The Operator shall provide a copy of the Decommissioning Account Agreement to all Parties. Any Party shall have the right at any time to verify (i) compliance of the Decommissioning Account Agreement terms and conditions with Exhibit J and (ii) whether the Decommissioning Account Administrator meets the Acceptable Financial Standards.
b.	After execution of the Decommissioning Account Agreement, the Operator may thereafter propose a new decommissioning account agreement. The proposal shall be made at least six (6) months before the next Credit Support Call. The Operator shall issue a notice to all Parties providing the name of the proposed decommissioning account administrator, the terms of the proposed decommissioning account agreement, and the reason for the proposed change.
c.	Select one of the following.  
· The Lessees shall execute a new Decommissioning Account Agreement incorporating terms no less favorable to the Parties than the existing Decommissioning Account Agreement within [sixty (60)] days following notice to all Parties. 

In the event the Draft DAA does not incorporate terms no less favorable to the Parties than the existing Decommissioning Account Agreement, then the proposed decommissioning account agreement shall only become effective by unanimous agreement of the Parties.  The Parties shall have [sixty (60)] days after such notice to indicate their approval or rejection of the proposed new decommissioning account agreement.  A Party’s failure to respond to such notice within [sixty (60)] days shall be deemed that Party’s approval of the new decommissioning account agreement.  


· The proposed decommissioning account agreement shall only become effective by unanimous agreement of the Parties.  The Parties shall have [sixty (60)] days after such notice to indicate their approval or rejection of the proposed new decommissioning account agreement.  A Party’s failure to respond to such notice within [sixty (60)] days shall be deemed that Party’s approval of the proposed decommissioning account agreement.  
d.	In the event the Parties are unable to approve the proposed new decommissioning account agreement at least [two months] before the next Credit Support Call, then the current Decommissioning Account Administrator shall remain unchanged.  
e. 	In the event the Parties are unable to approve the proposed new decommissioning account administrator at least [two months] before the next Credit Support Call and the current Decommissioning Account Agreement will expire or otherwise cease to exist due to reasons outside of the control of the Operator as of the next Credit Support Call, then the Parties shall vote for a Decommissioning Account Administrator. 
f.	The Lessees shall provide Credit Support to the new Decommissioning Account Agreement in accordance with Section 5. 
4.5	Voting Process
	a.  	Except as otherwise provided in Section 4.2(d), a [majority vote] of the Parties shall carry forward any proposed action; and
	b. 	A Party’s failure to timely respond to any vote requested under this Section 4 shall be deemed a vote in [the affirmative] of the action proposed.  
4.6 Provision of Credit Support.  All Credit Support provided under this DCSA shall include each of the Protected Parties and be provided to each Protected Party for record keeping purposes in accordance with Section 5.
· Select this provision if there will not be a third party Decommissioning Account Administrator. 
4.	PROVISION OF THE CREDIT SUPPORT 
4.1	All Credit Support provided under this DCSA shall include each Party as a Protected Party and copies of the same shall be provided to each Protected Party for record keeping purposes in accordance with Section 5.
5.	PROVISION AND RENEWAL OF CREDIT SUPPORT
5.1	The obligations of the Lessees to provide the Credit Support Amount, if any, shall commence when the Initial Determination Date is first reached and shall continue until the End Date. 
 5.2	Operator shall issue the DCSA Report in accordance with Section 3.2, notifying each Lessee of its Credit Support Call, which shall be calculated in accordance with the following formula:
where:

· WI means the Participating Interest Share of the Lessee on whom the Credit Support Call is made;
· [ANV means the latest estimate of Asset Net Value, delivered by Operator pursuant to 3.1, discounted at the Discount Rate]; 

· CS means the total amount of Credit Support provided by that Lessee that remains valid and enforceable to at least [December 31] of the calendar year following the calendar year of the Credit Support Call; and

· DC means

Select one of the following three options re Costs of Decommissioning to reflect whether they are to be estimated by Operator, BSEE, or a Decommissioning Expert.
· the Operator’s latest estimated Costs of Decommissioning, as reflected in the DCSA Report delivered pursuant to Section 3.1, [discounted at the Discount Rate];
· the Current BSEE Estimate, as reflected in the DCSA Report delivered pursuant to Section 3.1, [discounted at the Discount Rate];
· the Decommissioning Expert Estimate, as reflected in the DCSA Report delivered pursuant to Section 3.1, [discounted at the Discount Rate]; 
 
Select among the two provisions below to establish a formula for calculating Credit Support Call: 
· 
Credit Support Amount is equal to: ([1.25] x DC) x WI. 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note: Consider if Costs of Decommissioning estimate already includes a discounting factor when determining multiplier.
The Credit Support Amount shall be funded by a Protecting Party on a straight-line basis over a period of [X] years.
	
	Year	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  This is an example of a straight-line funding mechanic which can be used with an IDD selection other than Asset Net Value.
	Credit Support Call

	IDD
	The Credit Support Amount multiplied by 1/X

	IDD +1 Year
	The Credit Support Amount multiplied by 2/X less any existing Credit Support of Protecting Party

	IDD +2 Year
	The Credit Support Amount multiplied by 3/X less any existing Credit Support of Protecting Party

	IDD +3 Year
	The Credit Support Amount multiplied by 4/X less any existing Credit Support of Protecting Party

	IDD +(X-1) Year – End Date
	The Credit Support Amount multiplied by X/X less any existing Credit Support of Protecting Party





2. 
3. 
3.1 
3.2 


or
· 
Credit Support Amount equal to ([1.25] x DC – ANV x [0.5]) x WI. 

Credit Support Call equal to Credit Support Amount – S.  

The maximum Credit Support Call will be the amount which results in Credit Support Amount equaling [1.25] x DC x WI%.

If the total amount of Credit Support provided by a Party is equal to [1.25] x DC x WI, then the Credit Support Call = $0

If the Credit Support Amount is negative, then the Credit Support Call = $0.

If the total amount of Credit Support provided by a Party that remains valid and enforceable to at least the next Revision Date is greater than or equal to the Credit Support Amount, then Credit Support Call = $0.


Any Credit Support Amount called in a Credit Support Call shall be due by [DATE] of the calendar year in which the Credit Support Call is made. The Protecting Parties shall provide the Credit Support Amount and all original forms 
Select one of the following: 
· to the Decommissioning Account Administrator and a copy to all Protected Parties or 
· [bookmark: _Hlk169011503]to all Protected Parties. 
[bookmark: _Hlk194482970]For a period of [fifteen (15)] days after the DCSA Report is issued, a Party may give notice to the other Parties that it believes the Decommissioning Cost used to calculate the Credit Support Amount is either materially too high or too low (each such notice, a “Proposed Credit Support Amount Adjustment Notice”). Upon receipt of a Proposed Credit Support Amount Adjustment Notice, the Parties shall meet within [ten (10)] Business Days at a mutually acceptable time and place to establish an agreed Decommissioning Cost. In the event that the Parties are unable to unanimously agree on a new Decommissioning Cost within [thirty (30)] days of the aforementioned meeting, a Party may give the other Parties written notice of its request for expert determination. If the Parties are unable to agree upon a Decommissioning Expert within [ten (10)] days after the receipt of the notice of request for an expert determination, then the Operator shall appoint a Decommissioning Expert. The Operator shall instruct the Decommissioning Expert to prepare a Decommissioning Expert Estimate within [thirty (30)] days from the retention of such Decommissioning Expert. If the Decommissioning Expert Estimate is greater than [115%] or less than [85%] of the current estimated Decommissioning Cost in the DCSA Report, the Decommissioning Expert Estimate shall become the Decommissioning Cost until the next DCSA Report is issued. If the Decommissioning Expert Estimate is not greater than [115%] or less than [85%] of the current estimate in the DCSA, the current estimated Decommissioning Cost shall become the Decommissioning Cost used to calculate the Credit Support Amount until the next DCSA Report is issued. If the Decommissioning Expert Estimate is greater than [115%] or less than [85%], the costs of the Decommissioning Expert shall be borne by the Operator and charged to the Lessees under the OA, otherwise the costs shall be borne by the Party giving the Proposed Credit Support Amount Adjustment Notice.	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Section 5.4 is not used if the Parties have selected Decommissioning Expert Report for the determination of Decommissioning Costs. 
For a period of [fifteen (15)] days after the DCSA Report is issued, a Party may give notice to the other Parties that it believes that the Asset Net Value is either materially too high or too low (each such notice, a “Proposed Asset Net Value Adjustment Notice”). Upon receipt of a Proposed Asset Net Value Adjustment Notice, the Parties shall meet within [ten (10)] Business Days at a mutually acceptable time and place to establish an agreed Asset Net Value. In the event that the Parties are unable to agree on a new Asset Net Value within [thirty (30)] days of the aforementioned meeting, a Party may give the other Parties written notice of its request for expert determination. If the Parties are unable to agree upon a Reserves Expert within [ten (10)] days after the receipt of the notice of request for an expert determination, then the Operator shall appoint a Reserves Expert. The Operator shall instruct the Reserves Expert to prepare a Reserves Expert Estimate within [thirty (30)] days from the retention of such Reserves Expert. If the Reserves Expert Estimate is greater than [115%] or less than [85%] of the current estimate in the DCSA Report, the Reserves Expert Estimate shall become the Asset Net Value until the next DCSA Report is issued. If the Reserves Expert Estimate is not greater than [115%] or less than [85%] of the current Asset Net Value, the current Asset Net Value shall become the Asset Net Value in the DCSA Report until the next DCSA Report is issued. If the Reserves Expert Estimate is greater than [115%] or less than [85%], the costs of the Reserves Expert shall be borne by the Operator and charged to the Lessees under the OA, otherwise the costs shall be borne by the Party giving the Proposed Asset Net Value Adjustment Notice.


Select this optional provision Section 5.6 to permit a Protecting Party (or Transferee) to rely upon a Credit Rating or Net Worth to reduce its required Credit Support Amount. 

· 
3.3 [bookmark: _Ref140484012]Credit Rating [or Net Worth]
(A) Notwithstanding anything contained herein to the contrary, Protecting Party or its transferees are required to provide a percentage of any Credit Support Call hereunder, based on such Protecting Party’s (or transferee) public credit rating [or Net Worth] [or proxy credit rating] as follows: 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties should consider defining “proxy credit rating” if this option is chosen.
(1) [bookmark: _Ref140130594]zero percent (0%) if a public credit rating [or proxy credit rating] is equal to or greater than the following: Baa3 (in the case of Moody’s), or BBB- (in the case of Standard & Poor’s or Fitch) [or a Net Worth of [X] as of the most recent Net Worth Calculation Date];	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Options (2) and (3) can be deleted if Parties intend not to use a waterfall waiver approach.
(2) [___ ]percent ([_]0%) if a public credit rating [or proxy credit rating] does not meet the criteria in Section 5.6(A)(1) above, but is equal to the following: Ba1 (in the case of Moody’s) or BB+ (in the case of Standard & Poor’s or Fitch) [or a Net Worth of [X] as of the most recent Net Worth Calculation Date];
(3) ___ percent (__%) if a public credit rating [or proxy credit rating] does not meet the criteria in Sections 5.6(A)(1) and 5.6(A)(2) above, but is equal to the following: Ba2 (in the case of Moody’s) or BB (in the case of Standard & Poor’s or Fitch) [or a Net Worth of [X] as of the most recent Net Worth Calculation Date]; and
(4) one hundred percent (100%) if public credit rating [or Proxy Credit Rating] [or Net Worth of [X] as of the most recent Net Worth Calculation Date] does not meet the criteria in Sections 5.6(A)(1), 5.6(A)(2), or 5.6(A)(3) above.
(B) [bookmark: _Ref140486353]The Operator shall provide notice to the Parties of the granting of a waiver under 5.6(A)(1) [or partial waiver under 5.6(A)(2)-(3)] and any reductions in Credit Support under 5.7(B), [and if the waiver [or partial waiver] granted under 5.6(A) is based on a Net Worth calculation, then the notice shall include the data and analysis that substantiates the granting of the waiver [or partial waiver]].
(C) [bookmark: _Hlk140483162]Notwithstanding the foregoing, in the event Protecting Party is required to provide Credit Support in accordance with the terms of this DCSA and Protecting Party’s public credit rating, [proxy credit rating], or [Net Worth as of the most recent Net Worth Calculation Date] changes such that it is allowed to provide a lower portion of such Credit Support (“Reduced Credit Support Portion”) in accordance with Section 5.6(A)(1)-(4) above then, Protecting Party shall provide written notice to the Parties of such change. If thirty (30) days after receipt of written notice from Protecting Party to the Parties of such change and there is no written objection from Protected Parties, Protected Party shall release to Protecting Party:
(1) The Credit Support provided simultaneously upon Protected Party’s receipt of Credit Support for the full amount of the Protecting Party’s Reduced Credit Support Portion, or
(2) An amount of the Credit Support provided (which release may take the form of an endorsement or amendment to the Credit Support provided) necessary to reduce the Credit Support provided in place of the Reduced Credit Support Portion; provided that Credit Support in any form shall be released in the manner directed by the Protecting Party. 
(D) [bookmark: _Ref140486491][bookmark: _Hlk140483175]Notwithstanding the foregoing, in the event Protecting Party is required to provide Credit Support in accordance with this Section 5.6 and Protecting Party’s  public credit rating, proxy credit rating or Net Worth changes such that it is required to provide a higher portion of such Credit Support (“Increased Credit Support Portion”) in accordance with Section 5.6(A)(1)-(4) above, then Protecting Party shall provide written notice of such change to the Protected Parties, and, on or before thirty (30) days after receipt of such written notice from a Party of such change, Protecting Party shall:
(1) Provide Protected Party with a revised Credit Support which replaces in its entirety the Credit Support, such revised Credit Support being for the Increased Credit Support Portion, and in which case Protected Party simultaneously shall release the Credit Support which has been replaced by the Increased Credit Support Portion, or
(2) Provide Protected Party with additional Credit Support (which may take the form of an endorsement or amendment to the Credit Support) which, when added to the Credit Support, is equal to the Increased Credit Support Portion.
(E) If a Party is subject to an Insolvency Event, then any waivers of Credit Support shall automatically be revoked, and such Party shall be required to provide 100% of the Credit Support in accordance with clause (D) above.  
(F) If any Lessee is relying upon their Net Worth to determine the amount of Credit Support Call, such Lessee shall deliver to each of the other Parties (a) its annual audited Financial Statements on or before the date that is 180 calendar days after the end of each fiscal year of such Lessee and (2) its quarterly Financial Statements on or before the date that is 45 calendar days after the end of the first three fiscal quarters of each fiscal year of such Lessee.
The Credit Support, [including any waivers of Credit Support under 5.6(A),] shall be valid until the next Revision Date, [subject to 5.6(D)].  At the Revision Date, the Credit Support shall be redetermined by the Operator. 
If the new Credit Support Amount is higher than the Credit Support then held (“Existing Credit Support”), Lessee shall (i) provide to the:
Select one of the following:
· Protected Parties 
· Decommissioning Account Administrator 
a revised Credit Support which replaces in its entirety the Existing Credit Support, such revised Credit Support being for the full Credit Support Amount, and in which case the [Protected Parties] or [Decommissioning Account Administrator] shall simultaneously release the Existing Credit Support, or (ii) provide the [Protected Parties] or [Decommissioning Account Administrator] with additional Credit Support (which may take the form of an endorsement or amendment to the Existing Credit Support) which, when added to the Existing Credit Support, is equal to the new Credit Support Amount.
If the new Credit Support Amount is lower than the Existing Credit Support, the [Protected Parties] or [Decommissioning Account Administrator] shall release to the Protecting Party in the manner directed by the Protecting Party;
the Existing Credit Support simultaneously upon receipt of Credit Support for the full amount of the new Credit Support Amount, or
an amount of Existing Credit Support (which release may take the form of an endorsement or amendment to the Existing Credit Support) necessary to reduce the Existing Credit Support retained in place to the new Credit Support Amount. 
For the avoidance of doubt, if the amount of the Credit Support Call is zero, then the [Operator] or [Decommissioning Account Administrator] shall advise the Parties accordingly and shall release all existing Credit Support in the manner directed by the Protecting Party.
Unless provided otherwise, each Protecting Party shall bear the cost of providing its Credit Support under this Agreement.
The Decommissioning Account Administrator shall provide the Protected Parties with annual statements by [DATE] showing the amount and form of Credit Support held as of [the ____ Business Day of MONTH] and any waivers of Credit Support granted under Section 5.6. If the Decommissioning Account Administrator fails to issue a Credit Support Call, then the Parties shall maintain the then current levels of Credit Support Amount.
dCSA REport ASSUMPTIONS
In each year in which it is required to issue the DCSA Report to the Parties pursuant to Section 3.2, the Operator shall provide a set of assumptions in respect to Section 6.2 for use in the calculation of Costs of Decommissioning, Asset Net Value, expected Initial Determination Date, and Credit Support Amount. 
Unless otherwise decided by all the Parties, the following assumptions as determined by the Operator shall, where applicable, be used in any calculation of Decommissioning Net Cost or Asset Net Value:

Currency: Decommissioning Net Cost and Asset Net Value shall be expressed in US Dollars (USD).
Cash Flows: Cash flows shall be treated as occurring at the mid-point of the Year in which they are forecast to arise.
Inflation: The annual rate of inflation shall be equal to [one  third of the sum of the annual percentage increases in the Producer Price Index over the three (3) year period ending on the 31st March in the Year of calculation. The “Producer Price Index” for the purposes of this Paragraph 3 shall mean the index published by the U.S. Bureau of Labor Statistics, Series ID: PCU333132333132, Industry: Oil and gas field machinery and equipment manufacturing.  If the U.S. Bureau of Labor Statistics ceases to exist or ceases to publish the above mentioned index, the Protected Parties shall agree a replacement assumption, and if they fail to do so, any Protected Party may refer the matter to a mutually agreed third party expert.]	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  The Parties to select an inflation rate.  This is an example of language to be used in estimates with inflation.
No Double Counting: No item shall be taken into account as an allowance in the calculation of Decommissioning Net Cost if it was taken into account in the calculation of Asset Net Value and vice versa.
Hydrocarbon Price Assumptions: 
Oil: The assumptions to be used for future market prices of crude oil shall be [__________________].	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties to select crude and natural gas grade benchmark.
Natural Gas: The assumptions to be used for the future market price of natural gas shall be [__________________].
Production: In estimating the production profiles for calculation of Asset Net Value, the Operator shall only use the [PXX] estimates for producing wells.  For the avoidance of doubt, the Operator shall not be required to provide proprietary production profiles in the DCSA Report.

Operating Costs and Capital Expenditures: The Costs utilized for calculations of Decommissioning Net Cost and Asset Net Value under this Agreement shall be consistent with the life of field production [PXX] estimates referred to above.
BOEM Security
At any time after the Initial Determination Date a Lessee provides financial security for Decommissioning to the BOEM in the form of BOEM Security, then the Lessee, at its option, may replace its Credit Support under this DCSA with the same BOEM Security; provided that,
The amount of BOEM Security is equal or greater than the Credit Support Amount; or
The amount of BOEM Security is less than the Credit Support Amount and BOEM will not accept a BOEM Security for the higher amount of the Credit Support Amount, and the Lessee then provides BOEM Security in an amount required by BOEM  and such other Credit Support to the Protected Parties for an amount equal to the Credit Support Amount less the amount of the BOEM Security. 
In the event the BOEM requires financial assurance for the Costs of Decommissioning for the Leases, then, if acceptable to the BOEM, the Lessees may include the BOEM as a protected party on the existing Credit Support; provided that, the BOEM has priority secondary to the Protected Parties.
non-compliant Credit Support and replacement credit support
At any time after the Initial Determination Date, any Credit Support that ceases to meet the definition of Credit Support shall not be taken into account in determining whether a Protecting Party has provided the Credit Support Amount.  The amount by which the relevant Credit Support Amount for that Credit Support Period exceeds the Credit Support that Protecting Party has provided and that does not meet the definition of Credit Support, is referred to herein as the “Deficiency Amount.”
(G) A Protecting Party shall notify the Protected Parties or [the Decommissioning Account Administrator] if at any time it has knowledge that its Credit Support does not comply with the requirements under this Agreement, including when a Deficiency Amount exists or the issuer of Credit Support fails to meet the Acceptable Financial Standards, and state the reasons for the purported non-compliance. 
(H) Any Protecting Party may notify the Protected Parties or [the Decommissioning Account Administrator]  if at any time the Credit Support provided by a Lessee does not comply with the requirements under this Agreement, including when a Deficiency Amount exists or the issuer of Credit Support fails to meet the Acceptable Financial Standards, and state the reasons for the purported non-compliance. 
If, at any time, such deficiency exists, the deficient Protecting Party shall, within [__________ (__)] days of the earlier of the provision by a Party of written notice under Section 8.1 (B) or Protecting Party obtaining knowledge of the existence of non-compliance  (whether or not Protecting Party has notified the Protected Party thereof) (the “Cure Period”), (i) provide documentation evidencing that its existing Credit Support complies with the requirements or that the issuer of the Credit Support meets or exceed the Acceptable Financial Standards, as the case may be; or (ii) deliver to the [Decommissioning Account Administrator] [Protected Parties] a replacement Credit Support, as applicable, compliant with the definitions thereof, such that it is compliant.
ACCESS TO CREDIT SUPPORT 
Each Lessee shall pay its share of Costs of Decommissioning in accordance with the OA or as may be ordered by BSEE, as applicable. A Protected Party may access a Defaulting Lessee’s Credit Support pursuant to this DCSA and otherwise in compliance with the terms of the provided Credit Support:
When and for so long as the Costs of Decommissioning activities remain unpaid by a Lessee for [ninety (90)] consecutive days after such applicable Costs of Decommissioning are properly charged to the Joint Account and due and owing under the OA; or
When a Second Tier Participant is issued an order by BSEE requiring Decommissioning and within [thirty (30)] days of receipt of such Second Tier Participant’s demand for Lessee’s share of Costs of Decommissioning, a Lessee fails to pay such amount; or
Upon Default under Section 11.1 (E).
For Section 9.1 (A) and (B) above, the Protected Party may only access Credit Support in the amount of the unpaid invoice or demand which the Protected Party has paid [or has entered into legally binding obligations to pay for Costs of Decommissioning].
Any Credit Support drawn or used by Protected Party shall only be used for Costs of Decommissioning. Any Credit Support that is not applied to Decommissioning obligations shall be returned to Protecting Party upon the completion of the Decommissioning.
9.2	Subject to any agreements concerning contribution among all or some of the Protected Parties, the expenditures of the Protected Party performing the Decommissioning is subject to audit under the terms of the OA.
RELEASE OF SURPLUS DURING PROJECT AND AT THE END DATE
If the calculation of the Credit Support Call under Section 5.2 yields a negative amount, i.e. Credit Support already posted by a Protecting Party exceeds the required amount of Credit Support, then, on notice from the Protected Parties or [the Decommissioning Account Administrator], the Protected Parties or [the Decommissioning Account Administrator] shall in the case of Cash Credit Support release any excess Credit Support back to the Protecting Party within thirty (30) days or in the case of non-cash  Credit Support offer to the Protecting Party the option to post replacement Credit Support at the reduced level.
Only in the event that Credit Support remains for the account of any Protecting Party [in the Decommissioning Account] at the End Date shall the unused funds, including unused interest, be (i) released to such Protecting Party and (ii) the remaining Credit Support released by the Protected Parties or [the Decommissioning Account Administrator] to the Protecting Party.
[bookmark: _Ref10471106]DEFAULT 
Each of the following events shall be considered a default (“Default”) under this DCSA:
(I) Failure to provide the DCSA Report in accordance with Section 3.2.
(J) Failure to make the Credit Support Call in accordance with Section 5.2.  
(K) Failure to provide or maintain Credit Support in accordance with this DCSA; including failure to provide replacement or additional Credit Support on or before the expiry of the Cure Period in accordance with Section 8.1;
(L) Failure to pay Costs of Decommissioning per Section 9.1 above; or
(M) An Insolvency Event of a Lessee occurs.

[bookmark: _Hlk115982088][bookmark: (A)_Under_Section_5.1(A),_Secured_Party,]A Party shall promptly notify the Operator [and the Decommissioning Account Administrator] of a Default as soon as it becomes aware of any Default. Upon receipt of such notice or if the Operator [or Decommissioning Account Administrator] becomes aware of any Default, it shall give a Default Notice to a Defaulting Lessee.  The Parties shall receive a copy of the Default Notice.  The Default Notice shall only be effective as to the Defaulting Lessee when issued by the Operator [or Decommissioning Account Administrator] and received by the Defaulting Lessee. If the Operator is in Default, any Party may notify the other Parties and issue a Default Notice to the Operator, which will be effective [upon issuance] or [when received by the Operator].  The  Defaulting Lessee shall have a period of thirty (30) days from receipt of the Default Notice to cure such Default.  If the Default is not cured on or before the expiration of such thirty (30) day period then, 
(i) For Default under Section 11.1 (A) or (B), the Parties may either unanimously agree on and provide the DCSA Report and/or make the Credit Support Call or failing such agreement, engage a Decommissioning Expert to do so. Upon issuance of the DCSA Report to the Lessee(s) the Credit Support Amount for the next Credit Support Period shall be determined using the DCSA Report agreed or determined by the Decommissioning Expert, as the case may be; and
(ii) [bookmark: (C)_Under_Sections_5.1(A),_5.1(C),_5.1(D]For Default pursuant to Section 11.1 (C) the ORRI shall become effective; 
(iii) For Default pursuant to Section 11.1 (D) or (E), the Protected Parties shall have access to the Credit Support as provided in Section 9.1.  In such case, if the Protected Parties are not able to access the Credit Support for any reason or if the Credit Support does not fully fund the Decommissioning, then the ORRI shall become effective; and
(iv) For  Default pursuant to Section 11.1 (C) or (D) the Defaulting Lessee shall be considered in default under the OA and subject to all   obligations thereunder, including enforcement of the security rights granted in [Section 6.3] of the OA and forfeiture of interest provided for in Section [6.6.1] of the OA, which shall be immediately enforceable upon expiration of the cure period set forth in the OA.  Where the Defaulting Lessee’s interest is forfeited or transferred pursuant to Section [6.6.1] of the OA, the Defaulting Lessee shall be deemed to be a Withdrawing Party under the OA; and 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties to consider whether 6.3 of the OA adequately addresses netting, set-off and recoupment, and if not, consider including such rights for the Operator in this Section 11.
(v) Default shall not impact the effectiveness of Credit Support already provided hereunder and such Credit Support will remain enforceable under this Agreement. 
[bookmark: _Ref367431770]If the Operator is in Default, the substitute Operator, if applicable, or any non-Defaulting Lessee shall assume the duties of the Operator under this DCSA until the Operator is no longer in Default.

Include the following optional provision to require the other Lessees to pay their Participating Interest Share of unpaid Costs of Decommissioning for a Defaulting co-Lessee.    	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties should review the provisions of Exhibit F “Unpaid Charges” of the OA in deciding whether this optional section is needed.
· [bookmark: _Ref366594182]11.3 	Where a Default pursuant to Section 11.1(D) arises, and the Credit Support provided by the Defaulting Lessee(s) does not fully cover the Costs of Decommissioning, the Operator (provided that the Operator has paid the Costs of Decommissioning) shall promptly issue an invoice to each non-defaulting Lessee requiring it to pay to the Operator an amount which shall be equal to such Lessee’s Participating Interest Share of the shortfall (each a “Funding Lessee”). 
The Defaulting Party may remedy its Default pursuant to Section 11.1(D) at any time prior to the forfeiture or transfer of its interest in the Lease(s) pursuant to Section [6.6.1] of the OA, by 
· Payment of the shortfall to the Operator; and 
· Payment of interest to each Funding Lessee at Agreed Interest Rate, from the date the Funding Lessee paid the additional payment. 
If the Defaulting Lessee remedies it Default as described above, the Operator shall refund the additional amount paid by each Funding Lessee, including the corresponding interest, to such Lessee(s) or to such other Person as the Lessee may nominate.
Until the Default is remedied as provided above, the Operator shall continue to calculate the shortfall for each non-Defaulting Lessee to include additional amounts on the basis set out in this Section 11.3 unless and until Section 13 applies.
Include the following optional provision to require the other Lessees to provide additional Credit Support to cover the Credit Support not provided by a Defaulting co-Lessee.    
· 11.4	Where a Default pursuant to Section 11.1 (C) arises, Operator shall promptly issue a notice to each non-Defaulting Lessee requiring it to provide additional Credit Support in the amount equal to such Lessee’s Participating Interest Share of the shortfall within thirty (30) days of such request until such time the shortfall is satisfied (each a “Supporting Lessee”). 
The Defaulting Lessee may remedy its Default pursuant to Section 11.1 (C) at any time prior to the forfeiture or transfer of its interest in the Lease(s) pursuant to Section [6.6.1] of the OA, by 
· Provision of Credit Support or additional Credit Support as required by this Agreement; and 
· Reimbursement of any Costs expended by a Supporting Lessee to procure additional Credit Support to address the shortfall. 
If the Defaulting Lessee remedies its Default as described above, the Supporting Lessees are entitled to cancel or revoke any such additional Credit Support.
4. [bookmark: _Toc10444264][bookmark: _Toc37337383]INDEMNITY FOR SHORTFALL ON LESSEE DEFAULT.
4.1 If a Lessee Defaults in paying Costs of, and/or performing Decommissioning as and when required, and one or more other Lessee or Second Tier Participants are required to either pay the Costs of, and/or undertake Decommissioning at the direction of BSEE, the calling of Credit Support shall not release or discharge the Decommissioning obligations of Defaulting Lessee, and if the Credit Support is insufficient to cover the full Costs of the Decommissioning, Defaulting Lessee shall indemnify and hold harmless such Lessees or Second Tier Participants for (i) any amounts that such Lessees(excluding such Lessee’s Participating Interest Share of the Costs of Decommissioning under the OA)  or Second Tier Participant incurs in carrying out Decommissioning in excess of the amounts received as a result of calling the Credit Support and (ii) all Costs incurred by that such Lessees (excluding Lessee’s Participating Interest Share of the Costs of Decommissioning under the OA) or Second Tier Participant in calling the Credit Support and satisfying the Defaulting Lessee’s obligations in relation to Decommissioning (without duplicating the Cost of carrying out any Decommissioning work covered by (i) above).
5. [bookmark: _Toc10444266][bookmark: _Toc37337384]TERMINATION
5.1 This DCSA will only terminate:
(A) if there is unanimous agreement among Parties; or 
(B) on the End Date. 
5.2 If the DCSA is terminated in accordance with Section 13.1 then all Credit Support provided hereunder shall be released by the [Protected Parties] or [Decommissioning Account Administrator] within [________ (__)] days from the date of such termination.
5.3 This DCSA shall survive the termination of the OA.  
6. [bookmark: _Toc10444267][bookmark: _Toc37337385]SURVIVING NATURE
6.1 Subject to the below, the obligation of Lessee to provide and maintain Credit Support in accordance with the terms of this DCSA, shall survive:
(A) Any assignment, in whole or in part, of the Lease(s); provided however that Lessee’s obligations hereunder shall be reduced to its percentage Participating Interest Share if the assignment is less than its whole interest in the Lease(s),
(B) Any Change in Control in Lessee, or
(C) An Insolvency Event of or by Lessee, its Affiliates or its ultimate parent company.
[bookmark: _Ref10471220]A Party’s obligations as Lessee under the DCSA shall only end if:
 a Party assigns or transfers all of its interest in the Lease(s), (“Transferor”) in compliance with the OA; and 
the transferee or assignee of Lessee’s interest in the Lease(s) (“Transferee”) becomes a Party to this DCSA by way of ratification and joinder, substantially in the form attached hereto as Exhibit E and provides the required Credit Support, if any.  
Upon the Transferee becoming a Party to this DCSA by meeting the requirements described above and upon approval from BOEM of the assignment of interest in all Lease(s) transferred the Credit Support of the Transferor commensurate with the transferred interest in the Lease shall be released as soon as the replacement Credit Support of the Transferee is received. 
Select one of the following:
· Upon approval from BOEM of the assignment of interest in all Lease(s) the Transferor shall automatically become a Second Tier Participant.
· Within 30 Days of the approval from BOEM of the assignment in all the Lease(s) transferred, the Transferor which has assigned all of its interest, may elect to execute the STP Joinder Agreement provided under Exhibit I (Form of STP Joinder Agreement) attached hereto and made part of this Agreement, to formalize its further participation in this Agreement as a Second Tier Participant.  
Second Tier Participants shall remain Parties with all the resultant rights and obligations of a Protected Party under this Agreement and any applicable Credit Support hereunder (which shall not impact a Second Tier Participant’s withdrawal from the OA).  A Second Tier Participant shall be released from the obligation to provide Credit Support under this Agreement, unless later re-joining this Agreement as a Lessee.	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  If utilizing an STP Form of Joinder, this provision may be included in the STP Joinder and deleted from the body of the DCSA.
If a Lessee is subject to a Change in Control, such Lessee shall, (i) within 60 days prior to closing of the transaction that creates the Change in Control provide evidence to the Parties that, subject to the other requirements of this DCSA, its Credit Support continues to meet the requirements of this Agreement; or (ii) [prior to closing] or [within thirty (30) days after closing] provide replacement Credit Support under Section 8.
CONFIDENTIALITY
As to the Lessees, all such information as received from any Party pursuant to the terms of this DCSA shall be considered Confidential Data under the OA and shall be subject to the same confidentiality restrictions contained therein, during the term of this Agreement and for an additional period of two (2) years after the termination of this Agreement.
The Second Tier Participants agree to be bound by and subject to the terms of Exhibit K for all such information as received from any Party pursuant to the terms of this DCSA. 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  If utilizing an STP Form of Joinder, this provision may be included in the STP Joinder and deleted from the body of the DCSA.
Dispute resolution
The Parties agree that unless otherwise agreed, any dispute related to this DCSA, or the interpretation of any provisions, rights or obligations set forth herein, will be governed by and subject to the dispute resolution procedure set forth in Exhibit “H” of the OA which are incorporated herein by this reference.  Notwithstanding anything to the contrary in this DCSA or the OA, the Parties may enforce any security rights granted to them in the OA or hereunder in any court of competent jurisdiction.   	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  Parties to confirm that this OA reference does not contain an inconsistent choice of governing law than has been selected in DCSA. If inconsistent, Parties should consider excluding that portion of Exhibit H when referenced in this section.
ADMINISTRATIVE PROVISIONS
[bookmark: 11.1_Third_Party_Rights._This_DSA_shall_]17.1 Third Party Rights
This DCSA shall not create benefits on behalf of any Person who is not a Party under this DCSA (including, without limitation, any broker or finder, creditor or other Person), and, except as otherwise provided herein, this DCSA shall be effective only as between the Parties hereto, their successors and permitted assigns.
6.2 [bookmark: 11.2_Further_Actions._Lessee_and_Secured]Further Actions
The Parties further agree that they will, from time to time and upon reasonable request, execute, acknowledge and deliver, or cause to be executed, acknowledged and delivered, such instruments, and take such other action as may be necessary, or advisable, to carry out their obligations under this DCSA.
[bookmark: 11.3_Notices._Any_notice_provided_or_per]Notices 
Any notice provided or permitted to be given under this DCSA shall be in writing and may be sent by personal delivery. Notice served in any other manner shall be deemed to have been given and received only if and when actually received by the addressee, and when delivered, if hand-delivered, sent by express courier or delivery service. For purposes of notice, the addresses of the Parties shall be as follows:
PARTY A
ATTN:	 
Email:		
	Address:	

PARTY B
ATTN: 
Email:  
 Address:  
or at such other address and number a Party shall have previously designated by written notice given to the other Party in the manner hereinabove set forth. The addresses of the Second Tier Participants shall be as provided in Exhibit A as may be amended from time to time.
[bookmark: 11.4_Time_Limits._Time_is_of_the_essence]Time Limits 
Time is of the essence in this DCSA, and all-time limits shall be strictly construed and enforced. Subject to the foregoing, however, the failure or delay of any Party or in the enforcement of the rights granted under this DCSA shall not constitute a waiver of said rights nor shall it be considered as a basis for estoppel. Except as otherwise limited by the time limits contained in this DCSA, such Party may exercise its rights under this DCSA despite any delay or failure to enforce the rights when the right or obligation arose.
[bookmark: 11.5_Compliance_with_Laws_&_Regulations.]Compliance with Laws & Regulations 
This DCSA, and all operations conducted by the Parties pursuant to this DCSA, are expressly subject to and shall comply with all applicable laws, orders, rules and regulations of any governmental authority having jurisdiction. No Party shall suffer forfeiture or be liable for damages for failure to comply with any of the provisions of this DCSA if such compliance is prevented by or if such failure results from compliance with any such applicable law, order, rule or regulation.
[bookmark: 11.6_Applicable_Law._The_provisions_of_t]Applicable Law 
The provisions of this DCSA and the relationship of the Parties shall be governed and interpreted according to the laws of the State of [Texas] without giving effect to principles of conflicts of laws.
[bookmark: 11.7_Severance_of_Invalid_Provisions._In]Severance of Invalid Provisions 
If, for any reason and for so long as, any clause or provision of this DCSA 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 DCSA shall not be affected by such illegality or invalidity. Any such invalid provision shall be amended to the extent necessary to make the provision enforceable in a manner consistent with the reasonable expectations of the Parties, or if necessary, deemed severed from this DCSA as if this DCSA had been executed with the invalid provision eliminated.
[bookmark: 11.8_Construction_&_Interpretation._The_][bookmark: (A)_Headings_for_Convenience._Except_for][bookmark: (B)_Gender_&_Number._The_use_of_pronouns][bookmark: (C)_Independent_Representation._Each_Par]Independent Representation 
Each Party has had the benefit of independent legal representation with respect to the subject matter of this DCSA and has had the opportunity to exercise business discretion in relation to the negotiation of the details of the transactions contemplated hereby. This DCSA is the result of arms’ length negotiations from equal bargaining positions. This DCSA shall be construed fairly and reasonably and not more strictly against one Party than the other, on the basis of which Party drafted this DCSA or any provision hereof.
[bookmark: 11.9_Integrated_DSA._This_DSA_and_the_Ex]Conflict of Terms and Integrated DCSA 
In case of a conflict between the provisions of this DCSA and the provisions of any applicable laws or regulations, the provisions of the laws or regulations shall govern over the provisions of this DCSA. In case of a conflict between the provisions of this DCSA and the provisions of the OA, the provisions of this DCSA shall govern over any conflicted provision of the OA. 	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting Note:  This order of precedence should be reflected in the OA.	Comment by OCSAB AGREEMENTS COMMITTEE: Drafting note: Parties should be aware of Security Rights Exhibit “Carved Out Interest” which may state that the security rights are primary to any override. If so, an exception needs to be made for the DCSA override.
This DCSA and the Exhibits attached and incorporated herein, and the ORRI delivered at or in connection with the provisions hereunder contain the final and entire agreement of the Parties with respect to the subject matter of this Agreement. There are no representations, warranties or promises, oral or written, between the Parties with regard to the subject matter of this DCSA other than those included in this DCSA. Upon execution of this DCSA by Party A and Party B as of the Effective Date, this DCSA shall supersede and replace all previous negotiations, understandings or promises, whether written or oral, relative to the subject of this DCSA. Each of the Parties acknowledges that no other party has made any promise, representation or warranty that is not expressly stated in this DCSA. This DCSA shall not be amended, changed, terminated or modified in any manner, (including waiver of any provision) unless:
the proposed amendment, change, termination, modification and/or waiver is first proposed in writing to all the Lessees and then signed by all the Lessees (the “Proposed Amendment”);
the Proposed Amendment is approved by the Second Tier Participants in accordance with the following:
a copy of the Proposed Amendment is delivered by the Operator, or if no Operator, the sole Lessee, is delivered to each Second Tier Participant’s address or email, and representative, set forth in Exhibit A, including (a) a statement that the Second Tier Participant’s response is due within thirty (30) days of receipt, (b) the address and email of the Operator, or if there is no Operator, the sole Lessee, and (c) the address and email of each Lessee).
each Second Tier Participant delivers its response to the Proposed Amendment to the Operator, or if there is no Operator, the sole Lessee and every other Party within thirty (30) days of receipt. The failure of a Second Tier Participant to deliver its response within thirty (30) days of receipt shall cause [that Second Tier Participant’s response to be deemed an approval by such Second Tier Participant of the Proposed Amendment] [that Second Tier Participant’s response to no longer be required to achieve unanimous approval of the Proposed Amendment].
the period for a Second Tier Participant to deliver a response begins on the date the notice is received. For purposes of this Section 17.9 “receipt” or “received” by a Second Tier Participant means (a) hand delivery, (b) delivery by certified mail (return receipt requested), (c) delivery by courier service, with all applicable charges prepaid, or (d) e-mail, to the Second Tier Participant’s address or email, and representative, set forth in Exhibit A.  [In addition to the requirements set forth in the foregoing sentence, actual delivery of e-mail notices shall only be deemed complete when the recipient Second Tier Participant transmits a written acknowledgement of successful receipt, which the recipient shall have an affirmative duty to furnish promptly after such successful receipt.]  A response by a Second Tier Participant under this Section 17.9 is deemed delivered when it is (e) hand delivered, (f) deposited in the mail by certified mail (return receipt requested), (g) transferred to a courier for delivery, with all applicable charges prepaid, or (h) transmitted by e-mail, to the Operator, or if there is no Operator, the sole Lessee, and each Party.
Any purported modifications, changes or written amendment that fails to comply with this Section 17.9 shall be void ab initio. 
A response containing changes or modifications shall be considered a response not approving the amendment, unless expressly stated otherwise in the response.  
Binding Effect 
It is the intention of the Parties that this DCSA continues to exist until the End Date. The Parties agree that this DCSA shall be binding upon the successors and assigns of each Lessee in record title or operating rights of the Lease(s) or in any other interest through which a Lessee may accrue regulatory liability for Decommissioning, and this DCSA shall be assigned to, and assumed by, such successors and assigns in accordance with the terms of this DCSA.
[bookmark: 11.11_Multiple_Counterparts._This_DSA_ma]No Waiver by Performance
This DCSA is entire as to all the performances to be rendered under it, and breach of any provision shall constitute a breach of the entire DCSA. A waiver of any breach or failure to enforce any of the terms or conditions of this DCSA shall not in any way affect, limit or waive a Party’s rights under this DCSA at any time to enforce strict compliance thereafter with any other term or condition of this DCSA.
Multiple Counterparts 
This DCSA may be executed by signing the original or a duplicate counterpart hereof. If this DCSA is executed in multiple duplicate counterparts, each duplicate counterpart shall be deemed an original, and all of which when taken together shall constitute but one and the same agreement with the same effect as if all Parties had signed the same instrument.

[Signature Pages Follows]
	The Parties have executed this Agreement in duplicate as evidenced by the following signatures of authorized representatives of the Parties:

	PARTY A
	PARTY B

	Signature:_____________________________
	Signature:_____________________________


	Name:	

	Name: 

	Title:	
	Title:  










EXHIBIT A
LEASE DESCRIPTION AND LIST OF PARTIES

Lease, RUE, ROW Description: 
[List all Leases, RUEs and ROWs ever held.]

Lessees: 
[List current Lessees which may be updated from time to time.]

Second Tier Participants: 
[List all Second Tier Participants which may be updated from time to time.]

END OF EXHIBIT A


EXHIBIT B
FORM OF BOEM BOND
	
	


END OF EXHIBIT B


EXHIBIT C
[bookmark: _Toc131004662]FORM OF ____________BOND
	
	


END OF EXHIBIT C


EXHIBIT D
FORM OF GUARANTY

[bookmark: _DV_M0]

END OF EXHIBIT D


[bookmark: _Toc131004663]EXHIBIT E
FORM OF DCSA RATIFICATION AND JOINDER

RATIFICATION AND JOINDER OF THE [PROSPECT] DECOMMISSIONING CREDIT SUPPORT AGREEMENT

OUTER CONTINENTAL SHELF
GULF OF AMERICA
THIS RATIFICATION AND JOINDER OF THE [PROSPECT] DECOMMISSIONING CREDIT SUPPORT AGREEMENT ("Ratification") is made effective [DATE] (“Effective Date”) and is entered into by Company A (“Party A”), Company B (“Party B”) and Company C (“Party C”). Party A, Party B and Party C may herein be referred to individually as a "Party," or collectively as the "Parties”. 
Recitals
	WHEREAS, Party A and Party B are parties to that certain [Prospect] Decommissioning Credit Support Agreement effective [DATE] (the “[Prospect DCSA”); and
	WHEREAS, pursuant to that certain agreement effective [DATE], by and between Party A, Party B and Party C, Party A executed and delivered to Party B an undivided [X] percent (X0.00%) record title interest (“Assigned Interest”) in and to the Leases, effective [DATE]; and
	WHEREAS, Party B desires to ratify, join, adopt and confirm the [Prospect] DSA and to be bound to perform all duties, covenants and obligations arising with respect to the Assigned Interest, as a [Non-Operator], from and after the Effective Date; and
	WHEREAS, the Parties desire to execute this Ratification to effectuate the ratification and joinder [Prospect] DCSA with respect to the Assigned Interest. 

NOW, THEREFORE, in consideration of the mutual promises set out in the [Prospect] DCSA and this Ratification, and other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the Parties hereby agree as follows:

1. Ratification and Joinder. Party B does hereby expressly ratify, join, adopt and confirm the [Prospect] DCSA, including all terms, conditions, recitals, stipulations and provisions, which shall be binding upon Party B, it being the intention of the Parties that the execution of this Ratification by Party B shall have the same force and effect respecting rights, duties, covenants and obligations arising with respect to the Assigned Interest from and after the Effective Date as if Party B had originally executed the [Prospect] DCSA itself, and Party B hereby assumes and agrees to perform all such duties, covenants and obligations with respect to the Assigned Interest as [a Non-Operator].

2. Defined Terms.  Capitalized terms used, but not otherwise defined, shall have the meaning assigned to them in the [Prospect] DCSA.

3. Counterparts.  This Ratification may be executed in separate counterparts, each of which, when executed, shall be deemed to be an original and all of which when together shall constitute one and the same Ratification.  A printable PDF version of a counterpart executed by a Party shall be acceptable evidence of the execution of that counterpart by that Party and shall be binding upon that Party.  This Ratification shall be binding on each Party upon said Party’s execution, whether or not in counterpart, below.

4. Authority. Each Party represents that upon execution of this Ratification, it has secured all necessary management approvals or other corporate approvals necessary to make this Amendment a fully binding contract. 

6. Successors and Assigns.  Upon execution by the Parties, this Ratification shall be binding upon and inure to the benefit of the Parties and their respective approved successors and assigns.

7. No Other Amendments. Except as expressly amended herein, the [Prospect] DCSA shall remain unchanged and shall continue in force and effect in accordance with the conditions thereof.



[Remainder of page intentionally left blank]



[Signature Pages Follow]



	IMPORTANT NOTICE: THIS AGREEMENT CONTAINS PROVISIONS REGARDING INDEMNITIES AND WARRANTIES THAT EXPRESS THE AGREEMENT OF THE PARTIES CONCERNING CLAIMS ARISING OUT OF THIS AGREEMENT.

	The Parties have executed this Agreement as evidenced by the following signatures of authorized representatives of the Parties:

	Party A:
__________________________

	Party B:
[INSERT NAME]


	Signature:
	Signature:

	
	

	Name:
	[bookmark: Text88][Insert Name]
	Name:
	[Insert Name]

	Title:
	[bookmark: Text89][Insert Name]
	Title:
	[Insert Title]

	
	
	
	

	Party C:
[INSERT  NAME]

	

	Signature:
	

	
	

	Name:
	[Insert Name]
	
	

	Title:
	[Insert Name]
	
	

	
	
	
	




END OF EXHIBIT E


[bookmark: _Toc37337394]EXHIBIT F
FORM OF TERM CONVEYANCE OF OVERRIDING ROYALTY INTEREST



END OF EXHIBIT F


EXHIBIT G

FORM OF ESCROW AGREEMENT
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EXHIBIT I

FORM OF JOINDER AGREEMENT

JOINDER AGREEMENT

[To be executed by each new Second Tier Participant]

THIS JOINDER AGREEMENT (this “Agreement”) is made on [●] 

BETWEEN: 

(1) The Secured Parties [●] 
(2) [●] a company registered in [●] under number [●] whose registered office is at [●] (the “Second Tier Participant”). 

WHEREAS: 
(A) This Agreement is entered into pursuant to Section 14.3 of a Decommissioning Credit Support Agreement dated [●] (as amended or otherwise modified from time to time) (the “Decommissioning Credit Support Agreement” or “DCSA”). 
(B) The Second Tier Participant wishes to become a party to the Decommissioning Credit Support Agreement as a Second Tier Participant and enters into this Agreement pursuant to and for the purposes of the Decommissioning Credit Support Agreement. 

NOW THEREFORE, in consideration of the mutual promises contained herein, the benefits to be derived by each Party hereunder, and other good and valuable consideration, the receipt and sufficiency for which are hereby acknowledged, the Parties agree as follows: 

1. Terms defined in the DCSA shall (unless otherwise defined herein) have the same meaning in this Agreement. 

2. The Second Tier Participant agrees to participate in and be bound by the DCSA (which will not impact the Second Tier Participant’s withdrawal from the Joint Operating Agreement), with all the resultant rights and obligations of a Secured Party; however, the Second Tier Participant is not required to provide Credit Support under the DCSA.

3. In consideration of the Second Tier Participant agreeing to be bound by the provisions of the DCSA, each Party hereby agrees to accept the Second Tier Participant as a Party to the DCSA. 

4. This Agreement may be executed in any number of counterparts and it is recognized by the Parties and the Second Tier Participant that each counterpart is an original but that all counterparts together constitute one and the same instrument. 

5. This Agreement shall be governed and construed by laws of the State of Texas. 

6. In the event of a conflict between or among the terms of this Agreement and the DCSA, the DCSA shall control. 

7. Any notice delivered hereunder shall be delivered as described for the delivery of notices in the DCSA. 

8. This Agreement represents the full agreement of the parties regarding this matter and may not be modified or amended except as provided in Section 16 of the DCSA. With any controversy or claim, whether based on contract, tort, statute or other legal or equitable theory (including but not limited to any claim of fraud, misrepresentation or fraudulent inducement or any question of validity or effect of this Agreement including this clause) arising out of or related to this Agreement (including any amendments or extensions), or the breach or termination thereof (a “Dispute”) shall be settled in accordance with the provisions of Section 16 of the DCSA. 

IN WITNESS of which the Lessees, and the Second Tier Participant have signed or sealed this instrument as a deed and have delivered it upon dating it.

LESSEE: 
[INSERT NAME]


Signature: 
Name: 
Title: 

SECOND TIER PARTICIPANT:
[INSERT NAME]


Signature: 
Name” 
Title:



END OF EXHIBIT I


EXHIBIT J

Decommissioning Account Administrator Principles


The Parties shall provide their respective portions of the Credit Support Amount to the Decommissioning Account as required by the DCSA. 

The Credit Support received into the Decommissioning Account shall be held by the Decommissioning Account Administrator for the benefit of all Secured Parties. All original forms of Credit Support shall be given to the Decommissioning Account Administrator and copies thereof shall be provided to each Secured Party.

The Decommissioning Account Administrator shall at all times hold the Decommissioning Account separate from other accounts and assets.

Any Cash provided by a Party as Credit Support shall be invested by the Decommissioning Account Administrator in a dedicated interest-bearing account with an independent institution of a credit rating meeting the Acceptable Financial Standards in the DCSA. Interest accrued shall become part of the Decommissioning Account for the account of each Party in proportion to its share of the principal balance of Cash provided by each Party on the date the interest accrues. 

The Decommissioning Account Administrator shall promptly notify the 

[Select the “Operator/Substitute Operator” if a third party is chosen as the Decommissioning Account Administrator and select “Lessees” if Operator is chosen as the Decommissioning Account Administrator.]

· Operator/Substitute Operator

· Lessees

of the Credit Support received from each Party and shall provide the Secured Parties with annual statements showing the amount and form of Credit Support held as at the 5th Business Day of January.

The Decommissioning Account Administrator shall only administer and deal with the Decommissioning Account in specified circumstances, such as on receipt of a permitted notice from a Secured Party issued in accordance with the DCSA. For example, the Operator/Substitute Operator/[Decommissioning Operator or its Designated Agent] may issue a notice to the Decommissioning Account Administrator to (i) promptly pay to the Operator/Substitute Operator/[Decommissioning Operator or its Designated Agent] the amount set out in such notice, or (ii) to return any Credit Support to a Party upon receipt of a replacement Credit Support from a new Party.  

Decommissioning Account Administrator shall have the right to give a Party in Default (a “Defaulting Party”) written notice specifying the nature of the DCSA Default (“DCSA Default Notice”), a copy of which shall be issued to the Secured Parties.


A Secured Party shall notify Decommissioning Account Administrator if it becomes aware of any DCSA Default. The Decommissioning Account Administrator shall be entitled to rely on such notifications. Upon receipt of such notification, the Decommissioning Account Administrator shall provide all Secured Parties a copy of the notice.  The Decommissioning Account Administrator shall be entitled to rely upon a default notice as sufficient proof that payment can be made, in the case of a Default under Art. 11.1(F) of the DCSA, and shall make payment of such notice no earlier than the tenth calendar day after notification to all Secured Parties of the default notice, unless otherwise prohibited by an injunction or other court order.

The Decommissioning Account Administrator shall use reasonable endeavors to notify each Secured Party on receipt of any notices and documents or other information concerning the Decommissioning Account and/or DCSA.

Decommissioning Account Administrator may be dismissed at any time on a majority decision of the non-Defaulting Secured Parties.

Any and all data acquired by Decommissioning Account Administrator arising out of or in any way connected with the DCSA or Decommissioning Account Agreement shall be kept confidential and shall only be used for purposes reasonable and necessary in connection with the establishment and performance of the obligations contained in the Decommissioning Account Agreement.

The Decommissioning Account Administrator shall refrain from doing anything which might in its reasonable opinion constitute a breach of any law or regulation.

· [Select the following provisions if a third party is chosen as the Decommissioning Account Administrator.]

Pursuant to the Joint Operating Agreement and to a Decommissioning Credit Support Agreement (“DCSA”) entered into by the Parties, the Parties agree a Decommissioning Account Agreement will be entered into with a Decommissioning Account Administrator for the purpose of creating a Decommissioning Account in favor of the Secured Parties including Second Tier Participants as applicable.

The Operator shall provide the Decommissioning Account Administrator with a copy of the DCSA.

The forms of notice on which the Decommissioning Account Administrator will act are to be agreed and will include the proper types of notice (e.g. access to Credit Support).
If required, Decommissioning Account Administrator shall issue the Credit Support Call to the Parties.


The Operator/Substitute Operator shall pay the Decommissioning Account Administrator remuneration for its services as Decommissioning Account Administrator at such rates and at such times as shall from time to time be agreed between the Operator/Substitute Operator and the Decommissioning Account Administrator. The Parties shall also pay or discharge only properly incurred expenses by Decommissioning Account Administrator in relation to the exercise of its powers and the performance of its duties under the Decommissioning Account Agreement, and/or the DCSA.

The Operator/Substitute Operator shall notify the Decommissioning Account Administrator in writing of the identities of the Secured Parties to the DCSA and shall notify in writing of any change in these.


END OF EXHIBIT J








EXHIBIT k
FORM OF NON-DISCLOSURE AGREEMENT

END OF EXHIBIT K
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