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REGULATIONS FOR PROSFECTING,LEASING
AND FRODUCING OIL AND GAS

CHAFTER 1. DEFINITIONS

(1? vAffiliate" shall mesn shy  Fersons directls or
indirectly, controlling, conkrotled bz, or  undar  Conaon
control of another Ferson.

(2) “"Allowzble” shall mzan the maxisnum daily rate ofF
eroduction from a well or Tisld astablished by the Smoratard.

(2) "AFI." Amarican Petroleum Institute.

(4) "Barrel"” shall mean 3 auwentits or unit of oil el
to 158.984 liters (42 United States 3sllons) wmeasuraed undsp
astandard conditions.

(5) “"Block” is zh sres bounded buy five (3) ainutes alond
two rarallels and Five(s) minutes alond two weridians,
smlacted in such 3 waw that a drous of 144 entire blocks is
contained in a erea which is bounded by one dedrse alond two
parallzls and ome dedras along  two asridians. Ona block
contains 9200 Grants.

(&) "Blow-out" shall mean an uncontrolled escsre of ails
dasr water, or drilling fluid from 8 wall.

(7) “plow-out rreventzr® shall aeasn 8 hesve casind-haan
control fitted with seacial dates or disks which waaw  be
clossd asround the erill rirs or which coarletely closas e
tor of the casing (¥ tha drill rire is withdrauwn.

(8) "R.S.8W." Basic sadimant and water.

(%) "Casing-head dgas™ shall mean any das or waler varor.
or bhoth 933 and varor. eroduced with the oil.

{10} "Catch basin®

aeans 8 sume which is  constructed to  rrotect adainst
v Lannad overflow of pluvial run—~off or sccidentally
digcharded ratrolauwn in liauid conditions.

(11) "Christmas tree" shall msan an assenbly of  valves
and fittings at the haad of the casing of 8 well to contirol
the flow (also referred to as “wellheasd connections™).

(172} "Combination wzll" shall msan 3 well eroductive af
both oil and das from the same common sourcs of surely.

(13) "Commercial discovery" is a discovary of an oil
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ano/or gas field carable of producindg coemsrcial  =uwasntitias
af oil and/or dgas frrom orme or nore Wells.,

(14) “"Commercial auantite” in refoeprence to the outrut oF
a wall, shall maan such =auantity of oil and das, which, aftar
considering the cost of drilling and sroduction orFerations,
the quantity of rroduction and the availability of wsarkaets
wouln sconomically warrant the develorment and rroduction of
gil or 48% ressrves sacountared or i case of &8 well on
Froduction, would sconowicslly  warrant the continustion of
rroduction.

(15) "Common source of supelu®” shall assn 8  Jeodrarhic
area or horizon definitely sararated from any othsr such aras
or horizon and which contains, or from conretent evicdencs
arraars Lo contain, a3 common accumulation of il or das  or
both, &and refers to sny oil or d9ss Ffizld or rart thereof
which comerrisas and includes asny ares which has undar it, o
which from Jsological or other scientific data or suwrerinenlts
of drilling orarations or other asvidence arrears Lo have
under L, a2 cosson rool or accumulation of oil or Has or both
oil and das.

(146} "Commonwzath" shall nwsn the Commonwsalth of Fuerio
Ricor including tha island of Pusrto Ricor its  adiacant
islands and the sesbad and subsoil of the submarine arezs
adiacant thersto within its Jurisdiction to the daerth which
admnits the exploitation of the natursl resources of said
Brags.

(17} "Condansata" shsll mean thse liquid  hudeocsrhons
recoveraed at the surfacs that rasult fros condensation dus to
reduced pressure or bearerature of eetroleum hudrocarbons
axisting initially in 3 daszous rhase in the rasarvoir.

(18) "Conservation®” shall mean conserving. Fraserving
Auarding, or rrotecting thae value of oil and 2as rasourcas of
the Commonwezlith by obtaining  the enaxious efficisncy with
mivviamum Wwaste in thae eproduction,. transeortation, erocessing,
rafining, tresting, and markseting of thse unrenswable oil and
336 rasouwrces of the Commonwzalih.

(19) "Control® shsll maan the rower to  influence  the
menasdenent ano rolicies of shother rersons,  directle  or
indirectia,y whathar  theoudh thz owrmPrat i e of vist i g
gsacuritiss, by coabesoch or obluwrwisae.

(20) "Cubic foot® shall mean, with referencs o das. the
valume of das contained in ome cubic fool of seace undsr
standard conditions.

(21) "Dav" shall m=an a Fariod of 24 congsecutive hours
From 7700 zm one day to the following daxd.
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(22} "Department® shall mean the Daseartment of Natural
Resourcas of Fusertio Ricoscreatad by Law No.23 of  Junse 20
1972 as amsnhoad,

(22} "Develorment Orarations® shasll mnesn orerstions
othaer than Exeloration Qrarations concducted to rrove  tha
‘existence of and facilitste sxtraction of commercisl
quantities of oil and das.

(24} "Drilling fluid® shall aean any Fluid, wtilizsd  in
the drilling rrocess to Tubricate the deill, to facilitats
the containment of fluids within the drillhole and to promote
the axrulsion of the cuttings from the drillhols,

(25) "Exrloration orerations" shall waean decloldical
axaminations, Aaorhusical axaminations, amrial aareing.
investigations relating to the subsurfacs Haolody,
stratigrarhic {test drilling, exeloratory waells and related
sctivitiaes which asre conductaend in connection with searching
for oil and or das.

(26} "Extract" is for ths rurrose of thess redulations
the rrocesss of eroducing cil snd Ja8% are relatan
by~Froducts.and the ssraration, rFurification, comPrassions
liawefaction: rFrocessing. storing, transeortastion and sale of
oil and 4as, but dozs not include refining of il o ths
digtribution and marketing of oil rroducts or natural das.

(27) "Field" shall asan the arss designsted by the
Bacraetary which has under it, or aersars to hRave under it, at
lagst one resarvoiri and Ufiald® shall e Ludde the
wundardround  derosit or desrosits containing oil or dasy or
both. Tha words "field" and “eosaervoier azan the same thing
when only  onhe  underdround  derosit is  involved; however,
"Rialad", unlike TMresavoir": wasy epalzte Lo two or @l
"regarvoirs', :

(28} “pas" shall mssn and  include 311 natural #@s8s.
including casind~head dgas, snd 211 hodrocarbons eroduced in a
dasaous state at the waellheasd under standard conditions and
not defined harein as oil.

(29} "Drw dgas" shall sean natural 9asy includingd that
gbtairned from casing-head 985, which doss mnot contain heaviar
factions which mew wasily condaense at standard conditions or
from which heavier fractions have bsen renoved by Processing.

(30} "Bas-gil ratio" shall sean the ratio of standserd
cuwbic fent of d8s to barrals of oil sroduced concuresmatly
guring any stated pariod.

(31} "Bas rerrassuring” shall mean the introduction of
dasnous substances into 2 resarvaoir by artificial wmsans  in
order Lo rerlenish: reprlacs:, or inceraease the derositi anerdu.



Faga 4

(%2) "Gas wall® shall ansan any waell (8} which rproduces
natural gas not gssociated with or blanded with cewdas
ratrolavn oil a8t the time of rroduction, or () which
rroducss more than 30,000 cubic feet of natural gas to aach
barrel of crude rFetrolsun oil From the same eroducing
horizons or {¢) which eroducses natural gas from 8 formalion
ar  producingd horizon eroductive of das only encountersd in a
wall bore through which crude retrolsum oll also is  Froduced
throudh the insidse of another siring of casind.

(23) "Grant" is for the rurrosse of these redulations a
tract of land bounded by ten(il) seconds along tuwe earzllals
and  tan (10) saconds alond two meridians, selaected in such 3
waw that 3 d9rour of 24 antire drents is contained in an  ares
which is boundad by one sninute alond two rarallels and ona
minute slond two weridians,

(34) "Investment and oreration exransss" for purroses of
the Mining Law: 28 L.P.R.A. S117 () (1), shall excluds and
suns Faid by 3 lessas Lo an affiliate in excass of the sctusl
costs incurad for the services or wmaterials by the
affiliats. _

Actual costs shall incluce 2 rosasonable allocation of
ganaral  and adeinistrative costs gsufficisnt to rrevant tha
sffiliste from incurring a loss but shall not include ane sum
rapragenting a rrofit to the affiliata.

(35) "Lease“ shall mean an oil and dJas lessse axeculed by
the Secratary of Natursl Rasourcss zsnd  aFrprovesd by the
Governor aof thes ConmonwgasTth,

(36) "Lease area" shall mean the sres located within the
houndarias astablishad in 2 lessse.

(37) "Lassee" shall aseazn g psrson holding an effactive
oil and Jas lesss and shall includse any gssidnes, sublasses,
laasa oparator: or othar esrson who by contesclt with a
lassas, sublassss or leass orerator has  substantial  control
ovalr 3 leass oreration and is sewcifiadg by the Secretsry as a
lessas for the purross of thess regulations,

(38) "Lithostatic Prassurss" Subsurface eresuraes dus to
the weidht of the overburdsn.

(32) "Maximum Efficisnt Rate" The maxioum rate at which
a0 0il wall mag be praduced withouwt resarvoir danadse or waste
of resarvoir anaerdy,

(40) "Mining Law" shall azan Act. Ho. 9 arrroved Audust
18, 1233 (28 L.P.R.A. 85110 to 124)r as ansrded.

(41) "Month" shall asan ﬁhe period ar interval of Limns
from 7:00 am on the first dau of ane wonth of the calendar to
7:00 s of tha first daw of the rnaxt succesding nonth of tha
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calandar.

(42) "Multirle comrletion" shall measn the coerletion of
any wall so 33 to pereil the rroduction from  wmore  than  one
rFesarvoiry With the sroduction from each ressevoir conrlately
sadredatad. '

{43) "Non-assoc iated das" shall mea2n natural Fas
obtainsed from ragervoirs eraoductive of d9as onldg.

{(44)  "0il1" ghall mean crude  Pelrolsum anal ot by
hudrocarbons redardlass of dravity which sre rroduced at ths
wellhead in tiguwid fora under standard conditions and  the
lisuwid hudrocsrbons known 85 naturasl dssoline or condaensate
raecovaered or axbtracted froan 9as under standard conditions.

(45) "0il sumPr" means ahvy oFen depression or hasin  in
the dround, whather man-nade or natural, which contains oil
or 8 combination of ail and watar,

(463 "O01 wall" shall mesn sy waell that is carsbhle of
Flroducing aoil and is hot a 9as wall.

(47) "Oparations sume®™ asans 3 sunk used in condunclion
with 2 drilling or workover rid during the seriod of timse 3
well is being driltled or reworked,.

(48) "Oren Flow Potential® The rate at which a3 das wsll
waould srodues with zero rounds par sadars Tnch back pPrassure
agdainst the formstion face.

(42  "PEFA" Fublic Environmenatal Folicw Act. Law No. 9
of Juns 18,1970 as amendad.

(50 "Perait” shall msan 2 rerait resuired  from  the

Sacretary of the Derartesnt of Natural Resources to endadae in
activitias related to eroseractions drilling, or axtraction of
otl and <as.

(51) "Pernittee" shall aean 8 rerson who is the holder
of 3 rerait and shall include any assidnes of & rareilt  op
other earson whor 8% 3 rasult of 38 contract with a8 eernittes,
is endadged in an saxerloration sctivity and is designated as a
Farnittee by the Sescretare for the pureoses of Ly s
redulations.

(52) "Person" shall anesn and includse any natural saerson,
firm, coreoration, association, rartrershir: Joint venturas,
reCa v, trustas, Juardian, secUtor, aofginistrator,
fiduciary, rerrassentative of anw kind or any othasr drous
geting as a8 wnit, and the rlural  as well as the singular
number.

(5%3) YPrassurs azintenance” shall mean  any eractios
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which tends to ereseprve 311 or 2 rortion of original derosit

FrasGUllrE .

(54) "Product® shall wmean any refined commodity mnade
from oil and or das, and shall include refined creude oils
crude  tops, toeead cruds, processed crude petroleums Pasidus
from crude petrolsuny cracking stock, uwncracked fusl oils
treated cruds oil, residuum, #a3s oil, casind-head gasoline:
hatural dayg Hauol i, narhtha, distillate, dasol i,
karosehna, benzine, wash o0il, wastse 0il, blendsed dasoline.,
lubricating oil, blands or mixtures of oil with one or more
tiauwid rroducts or bu-rroducts deeived from oil and or aas,
and blerds or nixturss of tuwe or wore li=suid reroducts o
by-eroducts derived from oil and or Jas. vhether hereinaboyva
apuaeraztad or not.

(55) "Regulations” shall mesn the pedulations issuad by
tha Sacretary of Natursal Resourcss rursuant to the Mining Law
Wwith ragsraect Lo rroseacting fory, leasingd and eroducing oil
and oy das.

(54) “Reservoir" shall mesan an  underdround derosit
cantairind, or areparing to contain, a8 comeon acoumglatice of
oil or gas  or both and shall include any zone of 5 Hensrasl
structure which is comrlately serarated from any other zons
in Lhe structurs.

(57) "Resident of the Coamonwszalth” is a person that
Tives, tasarorarily or eerashantld, within the durisdiction of
CFusrto Rico.

(98) "Secretary” mesns the Ssecretsry of  the Derartesnt
aof Natural Resourcss,

(5%2) "Seismic hole" shall mesn & bore hole deilled for
the rurrosse of detonating axelosives ussd iR saisnic survews.

(&£0) “"Sararator®” shasll mezn 8 pressulre vaesssl, containse
or davice of ang forn in which 9as is sararatsd from oil.

(61) "Shut-in rressure” shall asan the pressurs noltsd a2t
the wellhesd whan the well is comerletaly shult in,

(462} "Standard conditions” shall mesn &  tenrsreturs of
60 F and sbsolute sraegsurs of 14.73 Fugai

(462) “"SumeY nezng ah orsn FiL o excavation or 8 coversd
containar which c¢an  rrorerls be ussed o collect and/or
tenrorsrly store auds, fluids: or waste waters.,

(64 "Wasta" shall mean, with referance to oil or  das,
in addition Lo its ordinagre aesning, "rhusical waste" as that
tera I8 ganerally understood in the oil and d9as industryy and
shaell includse the followingd
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(A) Locatingd, Srac ind, el i i, 2AdEFFind
oFerating: or eroducing ang wall or wells in such manner
as to cause or tand to CsuSe UNNECESSIPY OF BHoesg ve
surface loss or desteruction of oil or #Has.

(B) Inefficient, axcagsive, O inpropsr  Usa o
digsiration of reservoir simardd,

(C) Storazde of oil in a wenner which doss not
reasonalbly Fravant rhusical loss. _

(DY Nonuniform, diserorortionate, o uncontrollashlse
withodrawals, causing wnotuwe drainags  from  eesaevoies
benesth adiacent tracts of lands.

(£) Producing oil or das in such marmnser 8s Lo causs
unnecessary water channalingd or coningd.

(F) Oermration of arng oil wall or walls with an
inefficient 9as-o0il ratio where sublject to control.

(G) Prowning with water of any stratun, or reart
tharaof, cazrable of rroducing 0il or das.

(H) Underground waste caused ba  the inefficiant,
EXCBSS Ve or fnFrorar usse or dissieation of the resarvoir
grardy, ineluding das enerdg,  and water drive of  and
reservoir  reducing or tending to reduce the total oil or
Hdas Wltimataly pacoverabls fromn a rasarvoir.

(1} Creating sny unnecassary fire hazard.

(J) Peraitting d9as rroduced froen 8 #as well Lo sscaen
into the air, excert a2s shall be unsvoidabhle in tha
afficiant drilling and oraration of ths wzll.

() Peraitting gss rroduced from & combination wall
to escars into tha oren  air, axcert a38s  shall b
unavoidable in . the =sfficient drillingd and oraration of
tha wall,

(L) Producing oil and 2as in axcess of any  2llowabla
Froduction fixed by the Sacretard.

(65 "Waste water” azans rFroducsed water which afler
baingd serarated from the sroduced oil may be of such aualitw
that dischards e i Penents Heamel to be get by  thes
Ervironmnental Qualite Bosrd.

(64) "Well" mesns sng oFeningd in the d9round or  seabed
(othar than 2 saismic hole) asde or beind made by drilling or
borind, or in anyg other ssnner: throush which ang oil or 338
is obhtained or is obtainsbhle, or for the rFureoss of
discovering oil or d4as, or for the indection of ang lisuid or
das into sny uncerdround ragsarvoir.

(67)  "Well log® shall aesn  the record prodrassively
describing the stratar water, oil or 38a3s  ancountarsd  in
dritling a2 well with such zdditionsl informstion a8s Lo das
volumaes, rPressuras, pate of  Ffill-ur, water derths, caving
stratar casing erecord, &g zny other measuremaent recordsd in
the noraal procadure of deillins.
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CHAFTER 2. DISFOSITION OF OIL AND GAS
Section 1. Reavirements for Exeloration or Extraction

No rerson shall Fermit, conduct, or in any way sssist in
any  oraragtions within FPusrto Rico concseimsd with Ll
exeloration for or the extraction from sn underdgroundd derosit
of ang oil or ga8s, excert in accordance Wikl the eprovisions
of the Nining Law: these redulations and smendmants thareof,
ant any  sepecial  rules, regulationr and  orders of  the
Secretary, and a8 pernitted by sy proseecting perait  oe
legse dulye drantad by the Sscraetard.

Where refarence is sadse in thesse resulation, any srecial
rules, redulation or ordaers  of the Sscretary to “"good oil
field practices', a8 reraittee or lsgses shall be  deessd Lo
have comelisd with the resdireansat (F thse orsrations or
ativitizs under consideration are conductad in  sccordsnoe
with  the then curraent Recomansndsd Procedures or Standards of
Lhe American Patroleun Institute (AFI).

Whate & reduireasnt in thess eosgulastions. ang srecial
rulas, ordsrs or resulations of the Sacratary, imEosag
unhecessary or unreasonable financial burdesrns on sy
Farnitte or lasses oF axFOses and Ferson Lo unrassonables risk
of indury, to bode or Frrorertys such reraittes or losses wnaw
reauast in weiting that the Sacretary drant an excertion Lo
the peauirensnt to the extent necessary to avoid such burdan
or risk.

& Fermittes or lasses reaussting  an excertion | shall
cagsa 2 cory of the eezauest Lo e asilsd to 80y Parson
reasonably ascertainabhla as beingd adversely affected by the
relisf  sought  froem the Sacretard, which reerson nag File
commznts therson with the Secratary. The Sacraeltsrys will ssue
a dacision with peseect to ang reausst For an excestion aftae
considaering the arrlication and any comments, and may readsst
that the rartiss submit such additional informztion as  he
deens necessary asnd seerorriate for a full consideration of
the raauest.

Section 2. Waste of Oil or Gas

No rarson shall eerait, concduct, or in any wey assist in
the wasts of oil or g98s within Fusrto Rico. ALl saesons to
whom 23 exrloration efareit has been  dJranted or with whoo
leasss have baan axecubsd shall  take reasonsblsa stees  to
Fravent the waste of oil and dIas. When the interest of the
Commonwaalth reauire, the Sacratary may suthorizse lessess Lo
andade  in operation or sctivities which otherwise would fall
Wwithin the definition of waste.

Saction I. Baneral arplication of Laws
Ang Faeraithes or Tessss shall be subldsct to the lsws of
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the Coamonwszalth of Puserto Rico, 8 a3y bhe arprlicabla,
irresrect ive whether such sctivities sre carried oul on  land
or in waters ovar which Puzrto Rico has Jurisdiction.

Section 4. Arrlication of Environmental Laws

Any  parnittes or lessee shall be subdect to the Pusrto
Rico Environmental Fublic Folicw act:, Law HNo. 2 of Audust
18,1970 and all other envirosmentasl lawsy redulations and
Folicies of Lthe Commonwaslth of Fusrto Ricor, irrsseractives
whether such scltivities arse carried out on land or in walars
ovar which Fusrto Rico has Jdurisdition.

This rrovigsion is deamec to be included ae a condition
of every rerait or leass granted by the Secretary of Naturasl
Resourcas.
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CHAPTER 3. PROSPECTING PERMITS

The Secraotary asy issws both of Lthe following  turaes  of
FrosFaching Faranits?

Saction {. Exclusive Prosracting Peraitis

Exclusive rrosracting saraits maw  be deanted for the
purross:  of  Frotacting  eriority rights while consicseing
subgaausnt 1eases of 2 rFroseecting aree  or of ans rael
theraof: undar the following conditions:

(a) The rarait shall be linited to oil and dzs and shall
contain a8 work eprodgram areroved by the Seoretary.

(b)Y The rernit shall be limited as to areay which shall
b fixed by the Szcretsry according to the circumstances in
gatch case and taking into account: amond other Factors, the
ture of hudrocarbons  soudht, the estimsted svailabilite of
same if Fossible at the stede, snd the commerciasl value of
thae azid hudrocarbon, as well 8s the naturs and the cost of
the eroserecting rrorosaed by the serlicant of the rarait.

(¢} The taras and concditions of the subseausant lease may
e nedgotisted and detasrmined Jointly with the sranting ore
renawal of an sxclusive parait. This shall not be constieued
as & linitation to ths fowsr of the Secratary to imross, at
the time of sranting  the lesse, such additional taras and
conditions 8¢ he mayw deza necsssary to carrd oul btha
aloitation of the hedrocasrbons pursuant to the rrovisions
of this chaptar.

(ed) The parait shall ba deanted for the tarm of onae (1)
waar and maw b2 renswed for not more than nime (9) subsaealaent
Feriods of one (1) wszpr each, erovided that, if the peerait
holdsr has substantially conerliad with the rrovizsions of  the
Mining Law and thess Resdulations 3z way be aesnded thereof,
Wwith any seacial pules snd ordsrs of the Secoraetary and with
a2ll ths provisions and conditions of the paeramits it shall b
antitled to the ranewsl of the rFrerail resusstacd Froe  the
Secratara,

() A fae of two hlundrad (200) dollasrs shall b
callaected for sach earnit and for assch subssauant renswal.

(Y The parnit entails the right to sater wron erivats
Fragarty,  provided comelisnoe with the srovisions (3) balow
are mat.

(5) petivities reayiring the use of rFowsrasd vekbicles,
garth  wmovers, deillsy o obher sagirpant which affzcts ths
s0il or the crors, may bhe carpiad out by the rroseactor  onlw
with the axFesss Feeaission of  bthe Ssoretary, but in all
casas it shall be necessary Lo obtain first the rereission of
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the ownsr of the land in writing, and to comrensate hin  for
8ll such damadas as ha may sustain.

The Sacrstary mnay  eeadiers the reeoseector to rost an
accertabla band  in such soount as  the formsr  asy cas
necessary to  Faw  the owner of the land for the danages in
cases wharae the s0il, buildings or crars  suffer damases or
raduction in value.

The owher of the prorerts oay subait to ths Secretary
and Jrievanceas he has with redard to the activities of &
Froserector annl may  resvire of  the Secretary that he
datermineg, throudh arbiteation, and at no cost to tha  ownsar,
the axtent of any damaldes sustained by the owner s & resull
of such activities.

{h} The proseector shall subnit g seaniannual  perort  in
wiribting of the rasults of his oparations, which rarort shall
he kot strictly confidential until the exeiration of his
Frosrectingd ferait waless  the lesss erovided in the parnit
bacomes gffective in the interim.

(i) Within the three months followind the exsriration of
the rarnity, the srroseector shall, unless thse lsase bhas bscomae
saffectives submit 1o the Ssortars & corw of 211 oses.
ppesaurenents, assaws, e obbere inforeation obbtained as 3
result of the proserecting caerisd out and of rossikilae valus
in deteranining the asistence or agbsence  aof  hwdrocarhbon
deposits in the rrosrecting asrea. Such information shell be
madse availabla to the rublic.

Section 2. Nonexclusive Parait

The nonexe Lusive et ehtails the conditions
aruwmaratad  wnder Farasdrachs (FY: (3), (h) and (i) of Saction
1 of this Charter, but shz2ll not ba limited as to the size Of
the proseacting area. This earait doss not  sntail  advanoe
lease  rights  and the proseector mas not negotiate the teras
and conditions of the lsase erior to discovers of a
hudrocarbon and aserlicstion for lzase for the sexploitation
thareof. This parnit shall bs Jranted for the tarm of ona (1)
yaar and maw bse renewed for subssausnt one-wsr periods.



. . Fage 12

CHAFTER 4. CONDUCT OF PROSPECTING ACTIVITIES
Saection 1. Score of Froseecting Activities

The tarm eroseecting shall seply to 21l 9eolodical  and
gaorhysical work: including the drilling of stratidrachic
holes to s derth not to  axcesed 200 aeters. Stratidrarhic
tasts deaepzr  than 200 mstars ey be deilled undee 2
Froseecting Prermit, but will be classified as sxelorators
holes and will be subdect to the rertinent readicaensnts of
Charter 8.

Section 2. Onshore Froseecting Activities
(a) Comrliance with Cartain Frovisions of Charter 3.

Crshore activities shall conform with the reavirements
of Chaerter 3, Szction 1. FParagsrarhs (492, (hy, and (i,

(b! Szarles znd Cores

i) Unless othsrwise directed by the Secretsru. in any
eurlorstion or  stratidrarhic tast haols el

Fermittesr shall causse to bhe taken, eeaserved, and
maintainad a sarias of sanrles.  Sanrlas  shall  be
taken at  interval depths of 30 feet from surfacs
coring until rates bacomse sufficisntly slow  to
rFearmnit collecting szmrlaes at  10~foot intervals.
Thersaftaer, . ssmelss will be  taken at  intsrval
derths of 10 fest in sccordancse with tha best
curtsnt industery sractice of the various formations
which any non-coringd driltling renetrates.

ii) It shall B the rolicy of {the Cosmonwsalth to
reagire that & cors saapls be taken, srassrvad. and
maintained during Frosraective trilling into
deonlodic formations for which Tittla ar no
informaztion is otherwisse availashle. The zones from
which core samelas  are to bae  taken shall be
gsracified by Lhe Sscretarv. Howevaer, the Sscratard
ot author irxaed reprasentative may vaerbally waivae the
retuirenent to teke 8 core saaels iF the desidnatead
zome is  found Lo be sressurized  in sxcess of
lithostatic FraGaLreas or it the oFerator
ancountars obthar conditions rendering core samrling
unsafe,. fAnw varbal wsiver shaell bs  documnented
within omne working oad.

iii) A1l cores taken from the cors  baresel shall b
relazasad in book fashion into core boxes aod
aeourately labeled on the body, not the lic, of
wach box as Lo tha2 aumber and interval of the cors,
tor: bhottomn, snd percantade recoveres of  Lhs core
arnd the name of the well or stratisgrarhic Lest hole
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Firom which the corae is takan,

Poxss shall be of sturdy construction. The sidas of
tha boxas shall srodact  sbove  the lavel of the
contained cores and lids shall be securaly Fixad Lo
ansurs safs bransit. Such boxss shall not exossst 3
feel in landth.

Reassonshls  sters shsll  be takan to rrotsct boxes
containing tha cores from thaft, miseplacamant, or
sxposure to the waeather., & reassonable time shall bae
afforded the rearoittes or lessee Lo carry oulb
axamninstions and obhtain core anslusis.

Uron eeausst of the Sacretardy, corss shall ba srlit
londitudinally and ome hald thepsof farwarohad
erecsid to the Department of Natwral Resources.

The lesgses shall retzin and store 21l cores in e
sacurs facilitye tn the Commonwaalth rfrovided that
gsuch rortions thareof as are ressonshly necessary
for analytical epurrosaes mnad be transrorted out of
the Comwonwezlth iF facilitiss for gnzlysis are not
availabls in thse Commonwaslth and erovided furthsae
that i ths Sacretary odirects no other disrosition
within two wears of the coring, tha laessse pnay
forward cores to the Sscretarwy prepsid.

If required to odo so by the Secretary at the tims
of  issuancse of 8 drilling rarait, thae licensss,
Farmittes, or lesses gshally whan an exeloration
wall or test holes baindg drilled is arrroaching s
formation of rotential oil or das eroduction, coire
and acgauataly test suwech formation. Buch coring and
testing shall be conducted in & manhnse which is
ressonablse  and  proese e the  Juddmnent of  the
orzrastor and not detrimental to the orsration baing
Farformsd, ang stich hola aust bse 0 eropar
condition befors coring or testing is rFerfornsd,

Water to be Protected

AGll surface or underdround waters of Fresaent or
Frobable future valus for dossstic, moeeisiest,
commarcial, storck, or agricultural surroses shall
be confined to their resrective strata and shall ba
adesuately  protected, Sepscial precautions shall be
taken in driltling or  abandoning holes to  dguard
gasinst anw loss of gFround water From the strets in
which It occurs, and thse contamination of said
water by obhiliectionasble water, 0ils or J58%.

Seracial Precavtion for Perched Saline Waters
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Boaring or deilling throush a3 confining or  barriar
formation which (s rerchind saline waters shall be

avoided to  the drestest axtent rossibila. Th
Secratary i &% Faraeh | p spacial isolation and

cemsnt ind prodrans for ang hole which is  paraittad
to renetratse poerched forenations.

(o) Swismic, Cors and Stratiﬁraphic Holes to ke Plussaed.

Before asne hole s  ashandoned which s drilled for
gsaismic, core or othar erosescting eureoss, it shall bz tha
duty of the owner or drillee of ang such hole to elug the
samz in such manner as bo esrorerly rrotect 311 watsr-baaring
formationsg.

(2} Wells Used for Fresh Watar.

When +the hols to be rlugded new be sefelw usad as &
frash water waell, and such wtilization is desired bw  tha
landowner  and  seeroved by the Secretsry, the orerator shall
be ralisved of any resronsibility for the hole only after he
has successfully rludded the hole  in such a asnnaer as Lo
isolate thae fraesh water 2ong froon ths lowsr forastions.

Section 3. Policy on Offshore Gmorhuwsical Frospecting

(a) fAnwg exFlorastion for ninersls concuctad  in tha
offehors araas within the Jurisdiction of ths Comaonweslih of
Pusrto Ricor shall readire the issuancs of 2 proseecting
Faenit by the Sacretary, including exelorstion wsing asective
and/or Fassive deorhysical maethods. such as, bult not Timited
tor

i flaanetic and asronsdnetic surveds;

ii} Hudrocarbon, radiosctive, and maetal tracs snslusis;
iii) Seismic anc or dgeo-acoustic suprvew or soundings

iv)y FElectromazsnetic wave reflection and prefraction
analysisy

V5 Gravinelric surve.

The wbilizaetion of anw of the ahove procaduraes for
FUrroszs other than gas and/or oil rrosraction shall not  ba
affectad or controlled by these redulstions.

(b)) Froseection (or sxrlorationy in the territorisl
waters of Pusrto Rico, shall be conductsd with the ainiouo
rossible disturbance of the environment and comreting uses of
T water suirfacs an water coluan. Exuplosive ap
elactromzanelic devicss with # lathel rande to marineg 1ife
suceading  two  meters: will not be poraitbted axcert wron 2
danonstration that:
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i) Thars is the rFotential of 9reat banefit to  ths
Commornwealths

i) Alternative meathods have besn conelstalw trisd
upsuccessfulle.

Section 4. Use of Exrlosivas

() Whanever sxelosives shall be used as thse acoustical
Gy =Tk 3 in s@ismic survedind, all peavirzasnts of the
Commonwaatlth Law of Exrlosives, Law 134 of June 28, 1969,
shall be observed with reseract to the use, handling, storade,
transrortation, and notificstion to the Folice of Fuerto Rico
and  tha USCG 00T resulations concerning  the stowsgs and
transrort of exelosives by vegssel.

() It shall ke the eolicy of the Commonwszlth to
reauwire that the amount of =sxrlosive uwsed shall be ths
mintimun  consistent with Food echo gignal raturn and
intereratation. The Sacretary, in authorizindg  the ugs of
axplosives in the survey and sxeloration rlans,  shall  review
the record of tha first two days of survey Lo detseains
whather tha amount of exrlosive being used (8 consistent with
this rolicy.

{(¢) The wss of sxelosives within 200 meters of 2
Fasidence, aeasured wron the surfacs, or in ang bode of water
containing wildlife such that 1loss of said wildlife mnay
rasult, shall ba contingsat uron  and  subldect to the
environmental inract stateasnt rrocess of FEFA,

Section 3. Confidentiality

() A1l rerorts of the results of orerations reauivend
under 8 prosescting reraity; including waell lods, alsctrical
lods, cuttingds, and corse samneles, shall be ket strictly
confidential, aither until ths expiration of the erosrecting
parmit, or until such Liame that & lesse becomss affectivea.

(b} Within three mnonths following the expiration of thsa
Frosescting sarait, the holdar of 2 eroserecting rarait, shall
submit to ths Secoretary 311 mnarg, osasuremsnis, assavs,  &nd
tha information obtainaed as & result of the rrosFrecting,
including 211 wall lods, slectrical lods, cuttingds, and cors
sane Las raagired. '

(e} The Sacrstary anazy drant confidentiaslity to 21l wall
o9, slectrical lodgs, cutting, and cores  sdbmitted by 2
lomagee, if the tesses s reaussts in weitingd, and uron 3
taternination that sxrloratory work of wvalus will baa
undertaken, for 2 reriod not to sxcesd five (3 wesrs atter
the filing of the lods, cutting, or cores.
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CHAPTER 5. LEASES
Saction 1. Rights of Lesses

(2) A lease shall confer uron a lesses, acoording to the
tarms and conditions contained haesin and  in the lasse
itexlf, the right to conduct axrloration: and wron digscovery
of commercial auantitias of oil and/or das. thae ridht to
aetract  these woinsrals. A leasse shall confer the rishts to
hoth oil and d9a3s.

(hY No leass shall include the cidht to axbract,. own, or
disepose of il shala or Bidvminmes o aeoopr the il which
way  be  recoverad from such  shale or santds,  edoart  as
apacitically providad ba ths terans of laasse. The diseosslt of
0il shale, bituminous sands, or other soil or rock meterials,
containing huedrocarbons. which are obtained as 8 rasullt of
drilling wells, mzintensnce of walls, or rFrocessing  of
hanrocarbons obtained from wells, shall be caerizd oub in
accordance with an areroved rlan of develorasnt and operation
of tha wall.

Saction 2. Arrlication for Lease

Exveart in thosse instances in which the terns of 8 l=oass
ara  nadotiated Frior to and may becons effectias as rroviced
in & perait, any reraittes, and any  earson #ligdible for 8
Farnit  undspr Chaster 3 hereof may arely to Lhe Sqoratary for
s lease. Such arrlication shalls

(a) desidgnate the location to which the lsase shall be
limited, by mesns of & dascrietion of the wmataes and bounds
thereof ass exerassed in latituds aned longitudle,

(b)) state the axtent and charscter of the axrloration
and/or  develorasnt  work to  be done and the estimatad cost
thereofy

{c) be sccomraniad by & Ffaa of five hundesd  (3500)

dollarss

(o} bhe zccomeanied by evidencs that if & lease bacomes
effactiva, the arrlicant willy if praauired, provided 3
lishilite bond satisfactory to the Secrstary in & princiral
sun datarmined by the Sscretary bul not less  that  $100,000,
which shall remzin in effect durins the duration of tha
laass, and which shall bs pawable in cartifisd chack to  the
Seeretary  of  the Tresasure of Puerto Rico sccording to tha
taras and conditions eraescribed therein.,

Section 3. Basis for Granting Lease

{8} An arrlication for & lease shall not confer wron the
arplicant any ridhts whatsoaver? and the Seoretary shall hava
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conrlate and exclusive discretion to wvaluats aeelications
anel conclude lasses as he may  cdeteraing swdect  to the
arrroval of Lhse Governor. The Secratard may readire lasgaes to
Fost the described bond in 20d) sbhove,

(h) The Sacretary may resuire that ane arelicant Tor &
laase suerly information to assist the Secratary in erecaring
and  issuing an Environmental Ymract Statemasnt, or & nedetive
daclaration, in sccordance with the PEFA.

(¢) The Secretary msy reauiee contindind monitoring
getivities of the savironment, sithse by the arerlicant: or
surrorted by the asrrlicent, a8 8 contingent condition for tha
conclusion or non tarnination aof ths leasa. .

(o) ALY exransaes incurred by an aeelicent or  lesses  in
surrlying  inforastion ragsuiced under this Section, and Ftiop
to the commencement of resource  eroduction, shall bz
consicharand  aauivalent to carital invaestesnts in axeloration
and develorment of thse leass, subdect to the sudil  and
acewrtance  of  the Secretary For eroseactindg and sxrloration
axpEnses. A1l expanses incuresd by a2 lessss  in surrFlweing
inforanation or wmonitoring under this saction aftar  ths
comnehcensnt of production shatl be considered as orFerating
exranses  of  the less2e, subldect to sudit and scesstancs of
the Sacrelaru.

Section 4. Area Covered by Laase

The ares coverad hy 3 lessse shall be comrrissd of ons or
mors drants 85 may  be  deterained by the Secratars.  Tha
drants, wherse possible, shall fore entirs blocks, snd the
Blocks shall fora, whare possible, 3 continuous araa  whersby
biocks are doined at lasst by one side. In general, initial
lease areas shall be salected in 8 wmanner that a8 viahla
e loration prodran can be carrisd oul o the leass araesr ahd
that opan  acrsage ot selected in the lease grea is of nao
intarest for petroleum exerloration nor couwld form 8 relavant
Fart of anothar lease araa.

Section 3. Term of Lazser Renswal

The Secretary asy estazblish the tera of 8 lessse wur Lo &
Feriod of thirty (30)  weasrs, affective from the date  of
asreroval  of  bthe lsase by the Secretary. Unless otherwiss
adrasd by thse Sacratary and the lessas, 8 lasses desiring to
PFehew & lease shaltl subhmit Lo the Secretary & weittan reausst
for its reawsl not later than six (&) months prior to Lhe
date of termingtion of the lease.

Not later than the arnd of  thse third (Erd)  sonth
following receirt of such eequest,  thse Sscorsetary shall
communicate to  the lesses the teres and conditions  for
tatawal  of the 1sasa, not to excsed 3 eeriod of ten (109



Fage 18

gzars, and the lasses shall have a srsferential risht to
ranaw the lease under the teeass and conditions prescreibed and
communicated to  legsss by the Sacretaryd crovidsed that the
lessss aceerts said comditions not later than onse  (1laoonth
Frior to the =axriration of tha tera of any renewal of tha
Teasn.,

If during such time, lesses has not accertad the leras
angd conditions Frascried bw  the Sscestary, or @ anutuslly
adreed modification to such teras and conditionss oz
Smepretary  shall be frese to nedotiste 8 leasse or laasss for
the oridinal lease areg with third rartiass,

Section 6. Boundaries Banszath Surface

{a2) The boundaries bensath the surfacse of 8 lease a9
shall be the varticsl axtensions in which its  sarface
hourdaries lig. The Sscratzery nay. uron 8 showind of  dood
cause, authorize 3 lessase to deill  into 8 leass araesd by
deviated drilling bedinning  outsicde the laeass  area  and,
incident thersto, maw issus such peenits for the entpy uFon
Frivate or rublic lancls ss sy be reauiread.

(b} Criteris for auwbthorizing drilling inte a8 lazse oo
by deviated deilling, bagdinning outside the leagss graa, shsll
include, at & mininum?

i}y the cost of alternative deilling methodss
Pi} Lhe savironesntal japacts of uwbilizing ths Land
outsicds Lthse lszss area for drilling PUPFDS2S.

() The uwse of 3 rarocal of offshore lands outside of  an
of fshorsa laass:  ares, but  adiscent  theeasto and within the
durisdiction of the Commonwaalth, for drilling rurrosss shall
bz desmed Lo v comelibad sthstantially with tLha
reagirenants of the environnental statsaent errocess 13

i) lands c¢lassifiaed ss Lide lands are nol involwveds

ii)Y uwuse of thae sarcel crested o sdditional akrosurs O
hindrance 4o ths nevisation of vessals, including
Private Proecreational vassalss

iii) the rarcel contains no corasline rasfs, nor  2ones
more  fFroductive of wmarine life  Lthan the lagse
Farcely

iv)y traffic in surrly snd servics of driltling doss  not
ercasd 15 parcent of Lhat contearlated for deilling
within the lease araes, sither by nunbsr of treirs or
by dross ailesdei

V) the Foint of drilling is no more than 2.0
Lilomzhers from the lassze boundsed.

Saction 7. Surves Boundariazs

A suprveay of the boundaries of the location of avery
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lesse shall bz azde at the exeense of the lesses within one
(1) waar from the affective dats of btha  leass, o of such
exbtended pepriod as  the Secretary shall eerait,.  bhut not
axcesding one (1) additional wear, in sccordance with swuch
standards as  the Secretsry maw reavire, and shall be Filed
with ths Sscretars.

Section 8. Rental Par Lease Unit

The annusl rental pawabhle for any lease shall be $100
Falr grant ur to 40 drants and $20 rer 2ach Prant in axcaess of
40 drants.

Section 9. Exploration Period and Relinduishmnents.

The Ssmorstary shall in sccordspce with the Rining Law
Frovide in the leasa for the following:

(a) an exrlorstion rariod, which shall not  excesed four
(4) dQaars,y

(b)Y a work commitment for the exrloration rariod,

(c) the pelinauwishaent, wuron the lermination of tha
mErloration Fapiod, of at lasast 257 of the drants containsad
in the axrloralion area.

() no morse thn threse (3) renswals of the axeloration
rariod not sucesding tuwe (2) wwars 2ach,

(e} & work comnitesnt for essch of the renswals.

(£) relinadishnent provisions weon the teraination of
mach eranswal, and  wron the termination of the last ranewal
the lesses shall relinauish 8l1 remsining drants which forn
thae =xrloration araez, and shall only retain such araas as
have basn selected ag sxrloitation araas,

(3} uwron the wverification by the Secretsrs of 2
commarcial discovard, the laesses aaw select an aresd ur Lo $ix
(&) blocks or rart of blocks coverind the discovery snd the
surrounding area as axrloitation sres. Whaers s discovery
extends  hayond 8 iy block ares and to the axtent acresde 15
availablae in the lease arasg, bhe Sacrstard wmsy aeprrove 3
larder axploitation sraes.

Section 10. Davalormsnt Works.

For the rurross of thess: regulationsy develoraant works
shall includa tha investeant in Jeorhysical, geolodical  and
Jaochanical investidaetions, the deilling of axeloratord,
avaluation and devalorssnt walls, and  the construction  and
installastion of faciltities easvirnent, rlatforas, riralinas,
gdathering linas, and  such other facilitises, machinaere  or
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g et necsssary Lo axbreact oil or da84.

sepanditures For develorsent orFerstions within the lease
Aduring Lhe tarm  of  tha leasae befors coneenceasnt  of
commercial exeloitaton of the lesase arss or of any  sres
adidacent thera2tor shall includs thse axesasss relstad Lo
sxploration orerations and sny  obthaer axesnsse  or  oFaeraling
cost  incurred i the develorment of the oil and/or 3as
rroducing rotentiasl of the lease ares.

Indipset expensss of the enterprice, a5 wall &8 axpansasg
of arsration and of the axteracting of the oil and/or #3s  ars
witl luehad.,

= does not exeend Lhe minisun snounts reauiredin

jan for develosasnt orsrations, lessas shall rad
the unexprendss bhalance in cash to the Secretary within sixhy
(60) daws of  the and of the wear in which thae deficiancd
occured. The Sacretasry mnsy  reducse the develorssnt works
Fraagirenants in accordancs with the MNining Law.

If lesse
this subsmct
e

Saction 11. Expenditura Carrye Foruward

In the avent the lessee makes expaenditures  Foe
arxeloration or devalosment oparations in the laasse ssa inh snd
year  in excess of  the sscanding corraseonding anhival
ghligation, such axeass mad be carrisd forward and geelisd
adainst the exranditurse oblidstions for succseding wears.
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CHAFTER 6. ROYALTIES., PRODUCTION SHARES AND TAXES
Section 1. Paument of Rowalty, Froduction Shares ahnd Taxes

Every laessee shall raw  to the Secretsry, the loase
rentals, 3 rowality fixed by the Sscratars in the leass, in a6
gnount which shall ba not lass than the earcent stirulated by
law of all oil or 4as obtained Ffroa the losgs s tha
overnment sharae dues 11 tha rroduction fixed in  the lease
Fursuant to the Mining Law, and such other eavynents 3% may be
stirulated in the lease. The laass reptsle ahall be raid
cluring the first fiftesn (19 davs of sach leases wear, hasged
on  the nunber  of drants contained in the lesse sees st Lhe
Firgl day of the lesse wase.

Saction 2. Quarterly Return and FPausent

Evary lesses  shall file with the Secretsrv, within
thirty (30) dsus after the wsnd of =ach Auartar of the
calendar wear, 3 return showing the Jross value, 8%
deternined by the Mining Law  and any grrlicabla lease op
contract, of 311 oil and gas  rFroduced by Ries during  such
Hiartar  and  satting out  such  other  informstion as  thae
CGecratary nay from Ltime to  bime  Peauiroe, groomeaniagd by
Fadmant  in Full of the rowslty, reroduction shares and Laxes
attributsble to such imasdiately rast uartoe,

Section 3. Surface Ownars

Fursuant, to sé (B) (9} of the Mininyg Law twentu Feir et
(20%)Y of the rowaltiss recaeived by the Sacretary under Lhis
charter during the first ten wears of aurloitstion shall be
Faid bu  the Sacretary to the surfacs owner oF owhers of Lha
land comrrising the lease to which such rowalty relates,

In  the event the lwase and the rool  fros which
Froduction ocours covers land owned by more thsn one surfscs
owner: tha various surface owner’s shares in ssid 20% <hatl
ba  detersined by the Secretary, after hesprind. in s faipe any
sauitable nennery erovided, thet such detersination bw  the
Secratary shall not be cause for interrurtion or cassation of
drilling or rroduction.

Fending the Ssoretary’s deterninations sny rovaliv aonoy
racizived as a8 result of eroduction shall be held b (AT
Secretary in escorow andd at intarest.

Section 4. Sala of Commonwzzlth Sharse of Gas and Oil

The Secretary ney nedotiate erovisions in the lesse for
marketing by lassee  of the Pusrto Rico shars of oil asad/or
das Frescribad in the laase consistent with the Mininy Law.

Section 5. Policy on Frocessing
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All 0il and Pdas resources eroduced  from & leass  In
Fuzrto Rico shall have ths hidhest dedres of slaboration in
Fuerto Rico, consistent with the ortions whicth eerait theie
aurloitation, the flow of caritaly, the necessary btschnolods
tharefore, ahd the protection of enviecormenltsal values,

Transrortation of unrefined oil or Jas eroduced from 2
leasse  out  of Puserto Rico shall be allowsd onlw after b 08
potablished by the Secratary that such slaboration may not
maet 811 the reavirsasnts of the Mining Law.

Section &. Folicy on Costs Recovery

Whers governaant share dues are established in the laase
in  accordasnca with the Mining Law, such  shars shall be
caleulated in sccordance with the Accountindg  Annex  which
fores rart of ths lesss.

Aall recoverashls costs have to he ageeroved by the
Sacretary. The cost recovary erocadura,  Lhe Eraduction
sharing erocedurs, and the definition of pecoversbis and
noa-racoverable costs shall bae established in the Accountinsg
Annex to the laase.

Saction 7. Folicy on Price

The rolicy on erice shall be established in  the
Following nanrsaps

(a) the huedrocsrbons refersnce price shall be detsrained
by the Sscrstary a8t thse storads site or daelivers or teansfaer
Foint  in thse leass araes snd such rricse shall aeply for the
calculation of rowslties, the governesent  shaes  duss ik
rroduction, and such other raumnents sstablished in the leasa.

Thae price shall slso arely Lo the delivers of eeleoleuwn
or natural das to consumars in the Commonwsalth . Thae lassse
shall he fraese to sall esetroleum and patural das Lo othere
consumers for such Frices as are daeammed  arepoesriate by the
lasgeas,

(b)) the hedrocarbons refsrence price for eabtrolasuvn shall
bz the intarnationsl asrkaet erica, on the basis of cublished
informagtion in redular international Journals, tasking into
account official axrort srices for cruaide 0oil in the world,
spol Frices, and the aprlicable differentials for  transrort,
auality  and market conditions. rrovided, howevar, that thea
erice of eetroleun sold to Fusrto Rican consunsers  shall b
baced on the international wvalus on the Island, of oil
Froducts, less a rasasonshle mardin for refining costs.

The price deterained for Pusrto Ricsh consumers, in snyd
case, shall not be lass  than 5% balow the intaernational
narket price established in accordsncse with this section.
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(¢} the hudrocarbons rerefsrence eeice of natursl  #as
shall be detecrained on  an  anerdy eduivalent  basis with
Fatraleun in such & mapner that the srice of nastural  das  at
thae main distribation terainal in or poese San Juan shall bs
S0% of 4the internationsl market Frice for ratrolaumn
established fursuant to section (B) of this Articla.
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CHAFTER 7. TRANSFER, ANCILLARY RIGHTS AND INSPECTION
Section 1. Assignnent or Transfer

No rFarnit or lesse shsll be  assianed, transferrascd,
sublat, or disrosaed of axcaept with ths erior consent. if
writind, of the Sscrsetary and uron ragoent of & fae in the
anount of $5,000 dollars sxcert that no fee Will be  reauiead
for an assidnnent to an affiliate of the reemittes: or legssaes,
o Lo o8 laditinate heive of the descendant.

Saction 2. Ancillary Ridhts and Eassiments

(3) Every rarnit and leasse shall include such znecillars
entrance and axiht  eridhts, ridhts Lo agreurstion arid
modification of the surface, rights to construct inrFrovensnts
and  rosds.  and or other  rights and sassmaents as shall b
netessary for the effective use and wbilizastion of Lthe ridbis
conferred  theraby respecting  ths wxrloration for andg
exteraction of oil and or Has.

The eperaittes or laesses shall raw such comrensalion to
the surfacse ownse i reseect to the sxasrcise and andognent of
such ancillary rights snd sasssents 35 shall be autuslly
adgresd  Urone, O in  the absencs of such adrasswent, as the
Sacratary shall deteranineg the smount to be ragsble rFursusnt
ta 858 B (A ang &(B)Y (10) of the Mining Law.

Saction I. Insractions and Examination

The Secretars or any  Faerson aubthorized thareaebdy naw
antar  wron  epresantation of  cradentials sy idenc ing his
authority, the arez coversd by any parsit or lasss, as well
33 tha bhusiness office, of lessee, ahd inserect and audit all
walls, technical and finsncial records, rlant asnd sauirFoaznt
at any reasonsbles tiee and in such manner 35 maw holt  bs
detrinental to the operations besingd earforasd,  and the
Faernl thas or lassse shall render such assistancs as  wsy ba
necessary or assantial.

any  Faerson so suthorized, shall have the ridbt to take
samrles and cories of racords and to carry oul ane tests  or
axaminations he desiras provided that a1l such inforastion,
and results shall be retained on 2 confidential basis by Lha
Secretary unlass disclosurs  thersof s resuicsd  inh ang
Frocaeadingd by the Sacretary or the Commonwszalth adainst Lo
Fermnititee or leassas,

Nothing in this section shall bhe desmed Lo rreclude the
Secraetary From auditing any Financial or rroduction  records
dealing with activities during & reriod of Line with raspact
to which the Secrstargs has ang rigdhts not  bareed by
arFrrlicablse law.



No rFrarson subdect to the provisions of the Mininsg Law or
thess redulations shall diseose of, destroy or rentove Fro
Puszirto Rico any financial o eroduction racords aaintained
for the epurrose of determnining ans easments or other rights
unidar 8 earait, Teass or contract without the erior writtan
consent of the Secretaryd.

Saction 4. Inseaction of Sureliers and Contractors

& lesses shall rrovide Lthat the rights of  suwdit,
insraction: and sxamination undar Section 3 abovar e asds 3
condition of erocursment uron every contragctor and sureliar
from whon lessas obitains doods or sarvices, in ordar thst the
costs of such Foods or services say be offered by lasees 25
costs of erosracting, exrloration, develorment, or orsration
of a lease) excert thst ridhts to asudit, axawinstion, or
insrFaction of recordsy rlan and esdicaesnt, will not bs
resgirad in the case of erocuresnent  from @ licsnced  orf
redulated surelisr of identical doods or ssevicses Lo thsa
gupparal sublic, bevond peasonable  reauirement to establish
tha valid costs.
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CHAPTER 8. EXPLORATION ACTIVITIES AND WELL DRILLING ONSHORE

Section 1. Conduct of Exrloratory Drillingd Orzrations

A lusses shall conmsnce snd continue drilling orerations
within the tiae limnits Frescribed in the laeasss, and in thas
nahner  erescribad  in the lezse, thesse regulstions, the
Arilling pormitsy and Bl sracial ordars:  rulsss  or
redulations issued by Lhe Sacretara.

Saction 2. Drillingd Permit

Pefore any  lessse shall commencs the orilling o
gaspaning of any well, he shall subait to the Sscratsrws an
arrlication for & rarnit to drill or despen on the  FroFaer
formn. Tha lessee also shall subwit a8 rrorFosed well and
drilling Frodesm. including the followingd itamns:?

{a) A brochurs describing 11 the erincieal comronznts
of the drilling rig and drill stiring.

kb)Y A comklute descrirtion of  the blowouwt praventar
stack and associated well control  eauirasat. including  andg
early warning and slara devicas and instruments.

(¢) A conrlete desceirtion of the aud handlingd, mixing,
storade and diseosal facilitias,

(d} The prorosen totsal derih.

{e) Hole size and casing rrodras  Tor sach sersrste
sadmant of hole  9somstre. The casing dascrirtion shall
inelude the size, weidght, Irsde, turs of 2nd connection, and
landth for sach sadment.

The desidn factors for collerss, burst and tansion shall
also be shown. In the case of wildcat walls, considarablea
modification for oridinsl casingd strind desidns asy  he
Ppaauired  in order to conform with the readiraesnts nanclabsed
by downhole conditions and stratidrarhy.

Such nodifications shall be wmade in conforeasnce with
currantly sccertaed industes rractices and desidgn factors,

(£) Casind cemanting prodeams for ssch string of casing.
() Brilling fluid rrodeam.

(hy For wvertical holes, ths hols deviation Linits and
deviation control srodgrai.

(i)Y For directionally deviated holzas, by el e
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directional rrodvamn, including rlan and rrofils drawvinds.
(i} Coring erosramn.
(L) Weall control saviermnent testing reodram.

(1) Provisions for saerdency shut-in in the event of
storm, flood, aarthagske or other svents bringing conterol of
the well into ausstion.

(w) Frovisions for rFlugdging  asnd sealing the well, if
abandanend.

thny  Such other (hewms as  maw b sanpivend b R
Sugpratard.

Section 3. Granting of Drilling Perait

The Secretary amsw  grant to  the arelicant a drilling
Farait, if the Secretars is satisfiaed that the aerlication i3
in order and that the aserlicant will comels with sll
Commonwsslth  laws and regulations which maw affect tha
rillingd oreeations.

Saction 4. Lisitation of Drilling Pernit

{3} The rarnit to drill or desren & wzll shall be for
one wzll only and shall axeire uron cowrletion of the srodaect
whart  the waell (s either cased for production or pludded and
szalad for abandonment in  sccordsnce with the asFrrropriats
erovisions of this charter.

(b)Y The rersit to drill or daeren shall be suspended,
without comelation of the drilling, in  the it of
terpination of orerations oduse to stora, flood, esethavshks,
blowouwt or sscarse of deilling fluids, water, oily  3a3sas  or
other fluids from the hole.

The Secretary may reactivate the rerait in these cases,
without a saearatse arrlication, wron deteraination that it is
safe to  proceed, or Wwron  srecificastion of additionsl
conditions to tha drilling to  insurs that it is safe to
Frocaand,

(¢) The drilling perait under this charlar shall not  in
iteslf constituts any  suthorite to withdraw: wsa or esemil
the sscarse of dround waters from a3 wsell., Unless otherwisa
Frovided for: a8ll walls to be abandoned shall bs sealed to
pravent their future use for water withdrawals, sscarFes,  oOF
flows within thse sarth,

Section 5. Identification of Walls

Fvery  rerson drilling for oil o das, of deilling
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stratigrarhic holes deersr than 200 meters relasted to oil and
das axeloration in the Commornwszalth, shall kese rostaed 0 a
consFicuous  Flace near the wall & notice of sosrdency
contact, stating the well designation and 3 telsehons  Aumbar
for snerdency notification in asccordsnce with the contindancw
Flans for the orFaration. Thae rosting shall be ledible at
gither 100 asters or the roint of nearast rublic access  to
tha orarations, whichaver is draatap,

Section &. Well Records and Lods

(3) Puring the drilling of everw wesll, the ownoees
orFarator. contractor, drillar, or  other earson essronsihla
for ths conduct of drilling orerations shall Keer at the well
a detailed and accurats prscord of the well and orerations on
the arprorriste dsily  rerortd forn aredified by thz
International Association of Drilling Contractors. This fora
shall be filled out as comrlately as rossible for sach tour.

If the rerort of any oreration should reauire nore serace
than is available, the fora shall be sureleasnted bue a3
seragrate detsilad weite-ur. Thesse rerorts shall be sccessible
to tha Sscratary or his agents 3t all Pessonshbls times and
coriag shall be furnished to the Secretary at the and of =ach
and evary weak during the course of the drilling orsrations.

(hy IFf & wud logder is8 in uss, the Secretarw shall be
furnishad with current coriss of the awd lodg 2t the and of
zach wask during the drilling oraration.

(¢} When wire lodgs  sre  ruty the Secrstarvy shall  bae
furnished with fiald prints as soon ds is Fracticabhle after
loddingd is comnrleted.

() Final corias of all lods and obther wire line Survews
shall be furnishaed to the Sscretary within one  aonth  afbar
comelation,

Section 7. Sawrles and Cores

(g) Unless otherwise directed by the Sscoretare, in anyg
weloration or stratigrashic test hole each esraitios  oF
xaoee shall cause to be taken, praseeved, angd nzintasined s
P OF sawelas.

CSemrlus shall he taken st interval derths of 30 Festb
from surface coring until rates bacoms sufficisntly slow Lo
Fernit collacting sanrles at 10-foot  intervals. Tharestier,
sanelas will be taken at  intaseval  dasths of 10 fant in
secordsncs with the best cureant  industry  Fractice of  the
variouws foraations which ane non-~coring deilling Frenetbirates
in drillting.

() It shall be the rpolice of the Conmonwesith {0



Fadn 29

Pl e that a2 core ssorle bs  taken, eresarved:  and
maintained during ere loratoryd dritling into deolodic

fornations for which litile or no information is otherwise
available. Tha zones from which core sanrlas are Lo be  takan
shall bhe designated in the deillind rarnit.

Howavear, the Sscretary or suthorized repraesentative nag
varbally waive the raauirenant to take g cors saarla 1 the
designated zone iz Found to bs  eressurized in exdcass of
lithostatic rrassuras, or it the oeseator sncountars  obhae
conditions rendaring core ssarling unsafe. Any varbal wasivar
shall be documaented within one workingd daug.

(c} all corss taken from the core baresel shall b
ralessed  in book fashion in to core booes and sccurabaly
lahzled on the bodw, not the lid, of esch box s to  the
nunbaie  and interval of the coes, tor, bottomn. snd sarcantads
recovery  of the core and the nzee  of s wzll or
strstigrsrhic test hole From which the core is taken.

(ad) Pomms shall be of sturdy construction. The sides of
tha boias shall rrodect sbove the level of  the contairesed
cores and lids shall be securely fixed to ensure safa
transit. Such boseas shsll not excesd 3 faet in landgth.

(=) Regsonzabhle sters shell be taken Lo protect boxes
containing tha coras from theft, miselacemant, or axeosurs Lo
tha weaathar. A peasonable Lise shall e sfPoedesl the
parnitboe or lassas to carey oubl axaninations and obitain cora
snaluses. Uron raeausst of the Ssoretary, cores  shall b=
slabbed londitudinally and one-half thersof forwvarded epraraid
to the Derartment of Naturasl Resourcsat.

(f) The lessee shall retsin and stors 211 corss in 8
gEcura facilite in the Commonwsalth  erovided that  such
gortions  thereodf 88 are reasonsbly necessary for asnalutical
FUFFOSRS mayw  be  btranseortsd  out  of  the Comeonwsalth i fF
facilitins for snalusis asre not avaeilahls in the Commonwaslith
and  rrovided further that if thse Secretary dirscts no othaer
disrosition within two wears of the coring, the lesssse agw
farward cores to the Secratary erarasid.

{4) 1Ff reavired to do so by the Sscretsrs at the Liee of
issuance of 8 dArilling eserait,; bhe raraltbtaox or lassee shall,
Whign FF1 exkFioration well or test hole being  coeillaed
aricontars forastion of potzntial oil or 49a3s rFroduction, Ccors
and adequately tast such formstion. Such corinad  and testing
shall bs conducted in 8 marnar which is ressonable and FroFar
in  the Juddnent of the orerstor and not deteimentsl to the
oFarations bheing eerforaned, 200 such hols aust be  in FRroFar
condition hefors coring or testing is rerformes.

Section 8. Confidentiality
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Thee  Sacprstary may  drant confidentiality to all well
raporta, oud lods, wireling lods and survess, cutlbings: cores
and other inforastion submittsd by 3 lesses, iF the lassaes 50
reauests in writing, and uron 3 deterninstion Lthat fuethee
exeloratory work of valus will be undertaken, for a pariod
not to excesd Ffive (35) wears sfter the submission of  the
itams for which confidentiality is raagasted,

Saction 9. 0il, Gas and Watsr to be Frotected
(&) Frotection of Frash asnd Artesiash WHeters.

At frash and  sritssian waters of eeasent or eprobable
futura value for comestic, auniciral, commarcial, stock. ar
agaricultural surposes  shall be confined to their resesclive
strate and shall be adesustely erotected. Seacial  srscaution
shall be takan in deilling  and shandoning wells to guasrd
adainst any loss of water from the strata in which it ocours,
angd the contasmination of swwfasce or dround Wa tar freg
obdectionablse watar, oil, or 4as.

(b} Spacial Precaution for Perched Ssline Weters.

Poring or drilling throwsh & confining or  bhareise
formation which is rarching saline waters shall ba avoidad to
the dresstest extent possible. The Secralarw  naw  rotuies
sracial casind and camanting eprodrams for anyg well or boring
which is rernitted to renetrate formation for saline waltsrs.
Such seacial Frodrans mayw include, but not be Limitsd to?

i) A camented  snnulus  throudh the sntire saline
sectiont

i) Full cementing of the well theoush the eerching
formstion weon absndonmant or comslation of wss,

Section i06. Blowout Pravention

(a) All erorer and necessary praecsutions shall bae takan
to maintain control of the wall to erevent  the ascaers of
drilling fluids, oil, das, water or brings from the waell. The
miviown eeagieed in the blowout ereventsr stack shall consist
of one  sat of rips rasns,y oneg set of blingd rans. ansd one
g lar ture praeventer, with fancdes valvas on all outlals sind
Frovisions for & kill line., ALl praventers shall bs  assuierad
for hudrsulic orerationrs and the ran~tyes reraventers aagiceed
for nanual closing as & backue.

(k)  Arproriaste associsted soavienent shall includs Lhe
faollowing:

i) Hadraulic sccunulator closing unit.
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ii) Double wing cholks wmanifold with a8t lsast  one
var-iable choks.

iii) A dadasser of 8 dasign accertable to the Secretaru.

iv) Arrrorriate valving, riringy Flow lines, and daude
conmactions.

() ALl comeonsnts of the blowouwt control swustem shall
b of sufficient rating Lo withstand the higdhaest sressure
which maw be encountered durins the drilling of the well.

(ef) & test rlug shall be provided so  that the asntirs
blowout rFrevention sastes ase b Frassues tested to rated
Wworking ppagsdrs inmediately after installstion and befors
Arilling  is roesused. Additional reriodic rressurs teshs way
b srecifiasd by the Sacratary.

(&) The erorer functionindg of the eiese rawms  snd  the
annlar  rreventar shall bae checked st 24-houwr intarvals whan
Fiee is in the hole., The blind rams shall be  chegked sftar
sach  Ltrir oubt of the hole. The sasy orsration of all swgstaa
valves shall be checkeod 3t 1esst weekliw. A rerort of a11
checks shall ba recorded in the daily drillingd reFort,

(£} Farly warningd devices shall be checkad daily Lo
ingure Lthat thaey are functioning erroeserly.

(d) Bach craw man on evaerye crew shall bae instructsc  and
trainzd a2s to what sctiaons he showld take in the svent of 2
well kick or other casrdancy.

Section 11. Drilling Fluids

(a) Before commencing to drill & wally lassaes shall have
available sadiranent and Facilitiass for bthe recartion: sixind,
storags, and ultimaste diseposzal of wourd or aud comrornenls
Frorar and adeauats Lo insurae bhatls

il Muds  ar awd coasronents  are  pot discharsed to
surfacs or  Yrownd  wataers daring o alftor ths
comelation of deilling Lo any dedress drester than
that accerted 35 nacessard in the Farait, leasge,
orr drillinyg aseelicalions

ii Auds  ar  mucl  comeonents  gre ot dischargdad Lo
surfaee or Fround watsrs as a results of  sluvial
runoff, or flooding.

(b} The conronents of Lhe muds wused which maw be toxic,
caustic, corrosive, or otharwise deleteriouws iF dischardaed Lo
the anvironament, shall be diserlavwed in the aerlication for &
Arilling rarait,
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(¢) During Lthe odeillicng of anw walls Lhe lassaes shell
insure  deilling Pluid of sufficisnt density to control
rraseuraes  Which maw noreslly be aacounbsead is conliauoes]y
maintsined in the hols, from tor to hottowm. Uron any sevidenos
of intrusion of formation Fluids inrto the wallbors, short  of
g wall Rick, the fluid wzidht shall bhe incrsased Lo 8 laevel
high saouwdh to inhibit this intrusion.

() The rheolodicsl eroesrties of  the wud shall b
control ey 1) 8% to lessan  the chances of  loss  of
circulation.

() A comelete mud check shall be run at  lasast  cailu,
and the rasults recordsd on  the areroeriasate API-aeprovad
form. Corias of thess forss shall be sent to  the Seoretary
wiak lu.  The weight sad funnsl viscosity of the awd shall ba
maasured at least sgch tour, and the resulls pecorded on the
daily drilling rerort.

(F) Mudd mixing facilities shall be adeauats to maintain
the conditioning of the fluid esrior to indection in the wall,
No comronsnt which could be toxic, corrosive, cauwstic, or
otharwise daeleterious if discharded to the snvironmant. shall
be  added to the drilling fluid, if such use has not
Freviously been indicatsd in the deilling perait aselications
gxcert wuron weitten arrproval by the Secratard.

Saction 12. Deviation Tests

() ALL wells, other than walls which 2re  intantionsllw
daviated, nust be drillad with dus diligance Lo maintain 3
reasonsbhly vertical well bore. Conventional non-diraectional
slora tests shall bae run at aerroxinstely 300-Fool intervals,
or morse  freausntly  0Ff excsssive deviagtion tendenciaes are
indicated.

{h) Excert as rrovided in Chapter 9, Saction &, no well
intentionally deviated may pass throuwdh the vartical #lans
axtending downward from tha  boundariss marked off in the

The Secratare shill have the pight to make or rsauives
Lhe lessas to makae 8 directional survay of the bhols esrior Lo
the comeletion of the well.

Section 13. Drill Stem Tests

(#) In thae case of oren hole deill sten fests, unlass
otherwise grerovaed by the Seoratary, the test tool shall rnot
he opened until sfter daulidght and shall be closes and the
packar unseatay bafors dark of Lhe ssuse dag.

(h) Insidae-casing drill stem tests may  be  attandad
overnight, byt aust ba  initiated and terainstad  during
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dawlight hours only.
Section 14. Casing Strinds

A1l casing  strinds  shall be st and  cananted in
aocordsnce with thae rlang submittsed with the drilling earmit
aprlication, or smendments thereto which have been  aeeroven
by the Saceratard.

A complete descristion of sach casingd  Job shall b
included with the daile adeilling recort sracified by Saction
7 of this chaptar,

Suaction 15. Wellhead EauirFrmant

Casing hsad housinds, casing srpols, and associsted
valves and Ffittings installed during drilling shall  ba
adeavats to withstand the esxiaum Fressures Lo which they
aidht be axrosad.

Section 16. Hells to be Coarleted

(&) If: after the conclusion of drilling and oren-hole
avaluation, a8 wall asepsars to bs carablae  of commsprcial
eroduection, the sroduction casingd strinyg shall be sel  anid
canented as seacified by the drilling elan or 35 wodifised and
approved by the Sscoretary.

(h) Refer to Chapter 9. for regulstions covering the
comeletion Frocess.,

Section 17. Wall to be Abandonsd

(2) If the evalustion of & wall which has basen ceilled
in accordanc: with 8Ll peadirements of the deilling sermil
and reprasentations of Lthe drilling rernid arelication shows
no evidencs of conmercial production, the orsrator shall 3iva
notice to the Secratare of intent to abandon.

() The notice of intant to asbandon shall be scconraniad
ba ahn ahandonment Frodeam, which shall be desidgned to fravant
the rossihility of ang migeation of ang formation flwids in
the wall bore after the well has baeasn Ferasnaently saslad.

() In the interest of time, the Secrelsry maey verbally
areprove the fludding slan, ane Uron raecaiving such areraval .
the orerator mauy rroceed with the abandonment orerations, The
Seclratary may send a8 duly suthorized rarrassantative to Lha
location to witness and arprove the rludgding eroceduras.

(4} The methods and procedures for eludding g well shall
@ in sceordancse Wwith the sludging erodran as arrrovoed by Lhe
Sacretsry,  and  shall confora with the hizghest then curerant
standards of thae oil and das industry.
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(2) All Faraspentle abandoned walls shall be plugagad  as
00N as rossibla, but in snw avent not later than thirty (30)
dads  following  abandonment, unlass Frior asrrandsmnents have
baan madse with the Secretsrwe. Situations Ffor which erior
arvandemsnts can bae mace include, bul ara nol lieitad tod

i)y Ths orerstor Wishes to retain the waell for ssismnic
refraction studias, amonitoring, indasction, or futursa
eroduction, and makes  arrandenznls f e Fubure
ahandonmznt ¥

i) The lzndownsr wishes to convert the wall to othapr
Usasr and is deterained by the Ssoratary Lo be ablae
to accaert pPesronsibilite and liazbility for ths wall;

iii) The Coomopwezlth wishes to retain the well, and
arrandas a8 transfer of rights, rasronsibilities, and
liabilitieg from the orsrator.

(£ Within thirty (30) cawy after the pludding ol sng
will, the owrbeer o opseator thareof  shall file with ths
Secratary 8 stetamsent in weiting setting forth in detail  the
Frocadures and results of the rlugding oreration.

Saction 18. Cleén—UP and Rxstorastion of Drillind Sit=

After moving out the drilling rid and all esuirnsnt, the
ararator shall clasn we and  restors the deill site in 3
n & f e satisfactory Lo tha Sacratardy, ghvironmnental
auvthoritizs, and the landownsr.

Section 19. Walls Used for Frash Watzr

(3) When the well to he pludded naw safely bae used as a
frash water wall, and such uwtilization is desiead bz the
landownsr, such usasse amavy be areroved by the Secrstary
Frovided that the landownsr or watse ussr  has  comelstad  an
sdrasmant to  sccert eeseonsibilite and liability For all
orerations in coneleting 8 water wall.

(h) After srotting the last sluld to isolate the fraesh
water sonas  from all  lowse  strata, the oparator shall ba
relisved of all resronsibility and lisbilities for the hole
axcert  for thse rasovel  of  the drilling eauicgent snd tLhae
clegan=-ue and restoration of the wsll site.
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CHAPTER 9. MWELL COMFLETIONS -~ ONSHORE
Section 1. Zonzs Having Productive Fossibilities

Before conrletion work is started, the lasses  shall
furnish to  the Secerstard 8 descrirbion of the zons or S0Mes
of interest along with 811 the evaluation data from sanelas,
cores: wWwire line lods, aud lods, or othar sourcas obbasined
wWhila drilling.

Section 2. Comrletion Plan

Alsa bafore conrletion work is started, the lesses shall
incluche the following:

(a2} Inside-casing lodding slans Tor cement boad logs,
danmna corralation lods, and other lods, if Flannsd.

(hy Daescrirtion of the comelation Fluid or fluids to bhe
i

(¢} Parforation interval or intasrvals.

(el) Inside-casing deill stem tests or othsr  rroduction
tasting sroceduras.

{(e) Dusl comrlation rossibilities.

{(f) Downhole eluipaent, such 85 screens:  FaCkerss
saating nirerles, landing nirelaes, side door choksas, sliding
slesves, automatic safety valves, atlo.

- Degerirtion of tubiny stringd. inclucling sizs,
weidht, dirads: and z2ind connections.,

(h) Dascrirtion of wellhead equirmaent, including  tubing
aFool and hanger. Christanas trees, chokes and sutomastic safsety
shut~off valves.

(i) Well clesning asnd finsl tasting elans, including
rrovisions and facilities for the storsds and/or disrosal of
all fluids recovarad,

(.J) Dascrirtion of blowout rrevention sauisnznt.

(k)Y Frovisions for snsrdency  shut-in in the aevent of
stara, flood, sarthauvaks or othar svenbts bringing control  of
the well into auestion.

{1} Other such  itsms &¢ wmew  be resgired ba the
Sairatary.

S=ction 3. Arproval of Comrletion Flan
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If the Sacratary is satisfisd that the slan i in order,
in ths intersst of Lims, verbsl authorization Lo erocesd with
the comrletion Frosran masy bae  diven, but writtaen aseroval
shall follow in the dus couwrss of business.

Saction 4. Conrletion Records and Lods

{(a) Detailed daily rarorts of a1l comrlaetion asctivities
shall be kapdt at the well. Thasse poerorts shall be  aocsssible
to  the dulyw  adthorized agants of  the Sscretsrs at all
raasonable times, and coring  shall bae daliverad to the
Sacretary weakly.

{(h) Figld cories of 211 wirs line lods shall be Fivan Lo
the Ssoretard a8 soon as s epracticable sftar tha lods have
hawsn run.

Saection 5. Blowout Prevention EAauirmant

(a8} Tha blowout praventar stack shall consist of &t
laagst one (1) sat of erice rans and one (L) sat of blind raas,
which shall have a3 working eraessure rating st lesst as hidh
as bthe graatest eressure which  could  be sxepaected 3t tha
surface.

(hy The chokse wmanifold, valves, and lines slso shall
Mave 8 prassurs pating gdesuvsts for the hidghest  asoeacied
=S AR T -

Saction 6. Comprlation Fluids

(a3) The comrletion fluids shall bs of sufficient density
to control the well a8t all times dueing the coneletion
FROCHass.

(h) Thae fFluid chenistery shall  be  desidned to  inhibit
farmation damade to the greatest esxtent Fossibie.

(¢)y Facilities shall be availazble {For  the storsds,
handling, and circulation of thse conrletion fluids, a3 well
a8y formation fluids, sufficient to srevent the srPrillade or
othar svents which might contaminate the anvironesnt.

(i} Arrangansnts for the final diserosal of a&ll Fluics
aceartable o the Sscrstasrd, shall e macds baforse the wall i
e forgtad.

¥
o

Section 7. Wellhaad Eauirnz=nt and Christmnas Tree

Cay a1l comeonsnts of Lhe conpletion wellhaead sssenlls,
from the tubing srool Lheowsh She Dby datboos dome s ahn T b
8 working eesssure Pating  esusl too or deseter theo the
aayim seracted shut=-in swefacs resssuree o bhe sexinun
apFelied treating or stinulation prassure, whichever iz the
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strmatar,

caad 2,000
b e e

(b} IT the shut-in waellhead peassudrse Will o ey
Foundls  Falr $Aauare inckh, the Christeass beass shsll

Wwith dual tandan master valves.

(¢) O0m all fFlowing walls the Christmss tree shall b
R IRt | with an automatic rFPrassurs-actuatad  high-low
shut—of+ valve, unless otherwisse aererovesd by the Secratary.

Saction 8. Tubing String

(a8} The sire, weight, dgrade, =2nd connactions gl
rarforasnce  rFrorsrtiass of the tubing to be wsad aust ba
adeauate Lo minimize the rossibilitw of tubing leaks o
failuras  unoar thx Azeth, Fraessure,  and beneszraturs
anvironmaent to which it ssy be subldected.

(h) If down-hole erassuraes in excess of 3,000 rowncs ese
sauars inch are axeectad, sach  tubing connection  shall  bha
srossure tested st the surface 1o the maxioum exeectsd
Frassure whilse the tubing is baind run.

Section 9. Down-Hole Eauirment

(a) The desizn, twrs of asterial, and sethod of
installation of 811 downhols sagicosent.  such 85 Fackas,
chokes, regulators, landingd nirerles, sliding  sleeves, atc..
shall be comeratible with Lhe desth, downhole snviroamnsnt, anid
sarvice conditions wader which it is exeected Lo function.

by I+ conditions warrant,. Lthe Seoretiare answy reasdies
that 3 subsurface sutoaatic shut-in valve be installed in tha
tubing string.

Section 10. Drill Stem Tests

(2) Ingside casing «4rill steam tests shall be initiated
only during daglisht hours. IFf po arrarant hazsed sxistss thea
test mag bhe of sufficient durstion to obtain all Fressure anod
flow rate data which may bs  paauirad  for rassrvoie
evaluation, but 2 test may not be terainzted or  the regckaer
unsaated sxcart during dawlidht hours,

(b)Y When a2 odrill stem teast reackar is baing eulled,
sFacial attention shouwld be given to josurs that o Fill-ues
the holse jg teking Lthe eesuired smount of fluid as =ach stand
of Fire s Fullsd,

Section 11. Swabbing

(a) No well shell he swshbed excsst during dauslidht
oS .



Fazle 30

(b) During swabbing, surfacse rackof? devices shall be
used to ereevent the egcare of Fluids.

Saction 12. Migration and Commingling of Formation Fluids

(a) PBefore anw 0il1 or 3938 wall is  conelatad as 2
Froducer, 811 0il, 4386, snd wabsar strats above and balow  the
Froducing  stratun  shall be sealed or sersrated in order to
Fravent thaiv contents From eidrating into the wsll bora  or
into other strata.

(b No well shall be eperaitted 4o Frocuce oil or dgas
simultanzously from oi fferant strats theoush the szas  string
of casingd or tubing axcert by Fernission of the Ssoretary.

Soction 13. Duzl Coamrletions

(g} No well shall be conrlated with the casind oren to
one stratun and tha tubing oean to snother, or with doubles
Fackers  and sararate tubindg strinds orsn Lo serarate strats.
Withowt & Farait granted be the Sacretary.

(k) In order to obtain a3 dual cowrletion rermit  the
ararator  shall furnish  the Sscratsry a3 digdran of  the
rrorosad clownhole instellstion.

Section 14. Well Stinulation

Flants for scidizing or other stimulastion treatisents
during  ths conerlation rrocess Will Peadire the aprpoval of
the Secretary baforse the trestonent is slaried.

Secltion 15. Well Cleaning

Before a3 wall can be cleaned, all fecilities pecessary
far  the containeent and disFosal of 3110 well bors Fluids
shall he installed.

Section 18. Final Comrletion Rerort

Within thirty (20) daws, wnless s Lime sxbepnsion is
dragnted by fthae  Seoratsry, the orserator shall filse with the
Secretary 2 final comrlaetion rerort, which shall  iseluse
dascrietions of all . work of oo arvd  sagiepant  wsead,
sUFE lenented by oigdrams where necessars for claritsy  corias
of 8Ll inside-casing  lods, coriss of the wall rotsntial
rerorts s and such other itess s way  be eeavicsd by the
Sacretary.
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CHAFTER 10. OIL AND GAS DEVELOFMENT -~ ONSHORE
SGection 1. Initial Resarvoir Evaluastion and D=linaation Flan

(&) Uron comrletion of & discovery well which arewars Lo
Wwarrant furthar svaluation aneo delineation of the rroducing
or Fotantially eroductive reseevoirs, the lssses  snd the
Sapcratary shsll sfes on 3 elan designed for this Fursosem,

(b)) At 2 aininun:, the initizl slan shall indicste?

i) T Frobabhle oFtimum sventual well sracindg,
dapanding an Wwhather ths ressevoier hedeocarbon s
oil or Fas, ths reservoir desths, the eproductive
caracity aof the discovery waell: and tha  rrobabls
coat of comrleted wells.

ii)  The sracing of ster-oul wells to expadite rogservoir
dalineation.

i) The degign sned location of initisl field Frocessing
and rroduction tank battere facilities.,

ivy & rlan for aarketing or develoring narkaets Tor the
hudrocarbons Feoducsd 0 that walls can be procduced
shortly &fler beindg conelated in ordsr to obtzin
o s~ clawn data o additional PESSPVOIT P
infaormnastion.

V) A Cdrilling time schedule which shall specife  the
At i mnim el btad laren of time bebtwean  the
comrletion of one well  aned  ths gspudding of  the
Fext .

(c) If modifications of the initial rlan ara indicated
before tha delineastion rrocess is comrlated, the orerastor and
the Sscratary shall adres on 8ll chandes to be aoedo.

Saction 2. Develorment and Exrloitation Flan

(&) fs soon as the svalustion and delinestion rFrodrae
indicates the existance of & commercial Field in the orinion
of the Secrsetary, the orerstor and the Saceetare shall
nedotiate ancd B gt a lond rande devalornent aad
axploitation slan for the field. Such rlan shall bs subdscted
to the wenviroamsntal ieract statenent Frocsess,  and way
Erroyv i de for sllernatives to  west  futuese o contingent
conditions not known at the tine of eeraeparation of the =lsn.

(b} Insofar &z develormsnt orerations are congernes, ot
a mininun Lthe rlsn shall iadicate:

i} The wall pattern and seacing For develosssnt walls.
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i) Directional orilling esrovisions to cosrly with
spacing reavirenznts  in the avent that surfacs
locations for a8ll vartical waells arse not availabla.

iii} The nunker of drilling ridgs necessarg for Limelw
thave lormwant .

iv) Design and location of production and fisld storasds
facilitias.

v} Nacesssre  auxiliaryg  and saCondary facilitias,
including, but rnot limited Lo, waste tesstasnt and
disFrosal, Fower surrly and naterisl supelu.

Vi) Sield flow lines and  traasrortation develormsnt
Flan.

vii) Control erocedures  and safely elan for the fisld,
including erotactive asasuraes and contindgsncy slans
in the svent of accidental dischardes of eollution
to  the savironment, o in the avent of hazard to
Fublic safety.

viii) IFf more than ong peservoir existbs in the Fisld, an
exrloitation rlan for asch  ressevoir shall  lbs
Fraarad, including, but mnot  limitsed Lo, the
consideration of duslly~comrlated walls.

ix} A manrowsr elans with =earhasis on the asuarlozaent
aid tachrical training of rasidents of Lha
Commonwealith.

It sufficient dste ars availablsa, #lans for
Fesarvoir  Eressurs maintanance and  secondacy or
tertiary recovery sustans.

-~
e
S

Section 3. Drilling Pernits for Develornant Wells

(a) A deilling rFaeranit shall be reauired  for  aach
devealosment well, The arelication for eparait shall confora to
the resdirensats of Section 2. of Charter 8, with the
followingd axcertions?

iy I+t the szone rid sod eawicnent as wssd in Lhe eleiiling
of the discovery wsll is to e wussad, itess (8)r (b)), and (o)
may b omitled.

i) The expacted depths of the intsrssction of the well
bora with 211 foraations from the swrface to o total  doeth
shall he added. In the cass of directional holes, both tha
maasurad derth and the beue vartical derth shall be shown.

Saction 4. Conduct of Develorment Drilling Orerations
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(a) The orsrator shall coomencse  and  continus  derilling.
oFsrations within the time limits epresceibed in bhe
develoraent #lan.

(b)) The odrilling of davelorsent wells shall be in accord
Wwith 311 the peagiresmsnts of Section 4. throuwdgh  Saction  20.
of Charter 8. Exrloration &ctivities aad Well Drilling -
Ortskhorss .
Saction 5. Comnelation of Davalorasnt Walls

The comelation of davelormant walls shall bBe in &ccorad
with 2811 the pPesgirensats of Chaetar 9. Well Complations -
Onshore.

Saction 6. Production of Davalormant Walls

The sroduction fecilitiss and rracbtices for devalorasent
walls shall conform with 31t the ePeauiecamznts of Chaertar L1,
O0il and Gas Production Fzcilities ~ Onshorea.

Saction 7. Field Rulas

At soms roint during develornent, it aaw  be desirsble

for the Secretary and the orsrator to adees on seecial Pisld
rules to aerly only to the field beind develorad.

Saction 8. Gther Oblisations of ths Orerator.

The concuct of develorment activities shaltl not  ralieve
the orFzrator of  othaer sxerloratory activities eeascoribed in
Lthe leasse unless specific axcsptions  are  drantecd bwe  Lha
Secrataryg.
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CHAFTER 11. 0IL AND GAS FRODUCTION FACILITIES - ONSHORE

Section 1. Specification for rroduction sauirmant

() Thae sauvirment for field rrocessing and storsds of
Froduction Liguids shall conforen with  Lthe seecifications
issued by Lthe Americsn Pstroleds Institute. These include the
foltlowing:

Grac 128, Seacification for bolted tanks for storsas of
erogduchion liguwids

Sracd20,  Seacification for field welded tanmks foe
storadae of rroduction li=awids

Seec.i2F, Beecification for shor weldaed tanks for
storade of reroduction lisdids

Grac,.I12Jy Spacification for oil and dss sararaslors

Hrac 12K, Seecification for indirect ture oilfiald
haatars

Srec. 120, Seecification for wvertical and horizsonal
gndlsion traaters

(h} GCther sanirsent not covered by AFY seacificabion,
shall ba of a8 design, saterisls snd workiny Prasallra
accertabhle Lo the Secrataru.

Section 2. Installation of Froduction Eauirmaent

(&) The installation of {field rerocessing and storade
Ay i Faent shall  conforsn with  AFL RFO12RL R ginerd e
Fractice for Setting, Connscting: Maintanance and Oreralion
of lLease Tanks.

() Ang tank batlerv shall be surrounded be & Fire wall
carabla of containing ths volums of the larsest tank elus 10
Faercenlt of the volume of all of the rengining tanks, o 35
rarcant  of the total tankade, whichevar is the dgrester. Firs
walls shall have 3t lesst one dezin apening with an oreraitla
valve, This valve shall ba agintained in the closed rosilions
gnd  shall not be setivitsted avtoasticslly be fluid leval
contrals.

Section 3. Location of Production Facilities

(a) ALl production sadirFnent aad facilitiss shall b
located in areas whichs in the orinion of thse Sscretarg, are
sufficently remota from dwsllings, schoolsy churchs, shoreing
caenters, other reblic dathering slaces and epublic rosds  to
dirimize the possibility of harzards.

Saction 4. Qilfiald Sumrs and Ditchas

() Policet Anw  suaee dssd For the collection of waste
watars: oFr as a constingdency catch bagin for oils,  may nob
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Paly  uean evaroration alone for dissosal of retained Flaids.
Baeeausa of the rainfall rotentisl in Puerto Rico, it shall b
aseswned in desidn and orsrating elanning that anw swch  basin
is carabhly of Flovding and ovaerflowingd.

any  basin  wsed For the entesenent of oil shall not kb
carabls of automatic drainsgds withoul sursrvision.

0il shall not be retained in  sumes, other  than  Lanks
constructad to praevent or limit thse svolution of hudrocarhon
varors into the stoosehere, for any  eeriod of Line londer
than nacessary to corrsct  the condition leadingd to the
introduction of il into said swar, and to  rFroeerly disrose
of or collact the oil,.

(by Locationt Suwrs For the collection of weste waler
and/or srills shall not be reraitted  in natursl desinsds
channals for surfsce wataers not oridinating uron the lasgse
Froreirty.

Contingency catch bhasins mag be peraitted for deasinade
channals of watars oridinsting uron the lasse eroesrtyr but
such basins shall be evacusted and cleaned afisr  anw seill.
Contingsney catech bhasing located over fraeshwater a«wifars nay
be resuired to be tined to rrevent the eercolation op
infFiltration of haraful walers into the ganifsar.

(c) Constructiont Swmrs shall be desidgned constructed,
maintained and kert wnder sueveiilance, so0 ss ol to bhe a
hazard to reorler livestock, o wilddlife, including birdlife.

() Frotectiont Ang sume  for  Lthe retantion of  waste
wators, seillad oil, o For controlling bhe dischars: of
rluvial runoff. shall be fenced to rrotect rPeorls, livestocoks
wildlife, including birds, in accordanca with Secltion 6 of
this charter.

& sumnk located uron a gsite snclosed by rerimetar fencing
may  bhe  pPaawired to be fenced saerarataly iF it is detarained
that & hazard Lo snplowess or to wildlife ney exist.

(2) Qil Sumis of Immediste Hazard: IFf the Secrelaru
cdetaprmines that an oil sune constitutes an inpediatle or drave
hazxard, Lhe Secrastary shall forthwith dive a2 weitten notice
of such iamediately danderous condition Lo the B a0n
resronsibile and  in the pannser as sel forth in Ssction 10 of
the chartar. Conditions of immediata bhazard shall §ers Loeedes .
bt not be Timitad Lol

i} sumEs of stesp or slifpary banksy

(i) lesking sumers, or  sunes uwith relsining walls in
dander of collarses
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iii) sunrs which eresent anors than a8 rare eotantial For
entrasrmant of wildlifse, with rare defined 88 aoprs
than any thres davs in 8 thraes gear e iod;

iv) ang suak for which the esrotsctive negsuraes sra
found to ba lacking, or detsriorated, or Faullg.

(£) Hazardouws 0il1 Sumrs? Whenaver the Sscraeblaew deter
minas that 2 sune mey contitubs a hazard in accordance  with
the conditions cited in (2) ke shall forthwith dive 3 thirty
(30) daus writben notice of such hazsrdous condition to  the
Forson resronsible and in the manner 3s sst for in Saction 10
Below.

(J) Comelisnce with Notice of Hszsed: When notics iz
diven the rFarson eresronsibla for the sxwistence  of  the
conditions shall take all necessary sters 2t his own BxPansE
ta clesn ur or shate the condition forlhwith.

If notice is dJiven rursyant to (F) above, the eaeiod to
claan uwer or ashate the conditions s thirte (300 daws of
notification.

Eutension of the reriod for comelisnce maw be for 38
londsr eariod s autually  sdraesd  weron in casaes whers tha
Secretary  has  delerainad that corraections canmol i
reasonably accomrlishaed within the saeiod seacifisd,

(h) Aepezlt IFf the rerson responsible Ffor the existencs
af the conditions and who has besn diven nobice as sat  forth
in this article dissdress for sny peason with the rrorosed
ordar, e mag within five (5) daws from the ssevicae of  the
notice resue st an sdministrative hagring hefore  Lhe
Sarratary. The Secretard, after a8t lasst  ten (10} dls4s
written notices, shall hold & sublic hearind to hesr Lhe
obJzctiovns Lo the prorossd action.

ot the conclusion of ths hearingd, the Sedretsry  wasy
isswe an order seacifeing the action to be takan.

(i) Channels:  Orene unlined channels andd ditches shall
not b used to transeort waste watsr which i hareful Lo
underleing freshwater cerosits. 011 or water containing oil
ahall not be transerorted in oren unlined channels or ditohss
unless erovisions sps mede so that thew arse not a8 hassrd as
clatarnined be the Sacraeltary.

Section 5. Measurzs For Safatuy and Environmental Protection
(a) Fire Cantrols
il Fire metinduishers shall be located at all

Facilitins which maw be subdact bto an oubtbeask of
firae. Additional necessasry fire control aauismnent
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iv}

(b
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Shall be peadily accessible,

In the wvent of a2 ssrious fire, control of which
mag he  bavond the carsbility of Fisld control
Fergonnel  snd  eduiraant,  local firse derartesnts,
the rolice, ang  othser  concaernsd officials  shall
immedistele be notified.

IF the Fire rosas g haroerd Lo the safety of persons
ragiding warking, or otherwise engaded naearby thoesa
Farsons shall be evacuated.

I ang oil or 9ss lines lasd Lo, or are nears the
site of 8 Fire, valves on thaesa lines shall |
closed.

QilfPiwld Facilitisesy Wall cellsrs shell bae covaerad

ard ket desired. Gratingd or Flooring shall be installsd  &ndg

maintained
Cellars should he protected Froom a9 such  roaoff

animals.

in dood condition so  as to axcluds rFeorels anc

water as rractical.

i)

ii)

i

()

e

Froduetion fscilities: including but not limites to
tanks s Eigalines, Flowlines, Wizl Lhasaads s ard
serarstors shall not heve sxcsssive leagkade.

Other  rroduction Facilitiaes and | Faent .
including bhut not  lTimitad to sdarindg unilss
conFrassors, tanks, aned skimming taevices, shall b
instal Ladg aiel FrpEsr iy maintainead far Lh
rrotection of eeorle,  wildlife, and donestic
arnimals.

ALl emauvirment asnd facilities in wrban aress shall
b enclosad individually or with seriaatar  fencing
in sccordance with the provisions of Sections of
this Chartar, whers necessary to srotect Life  and
FroFarty.

Cilfiald Waestes and Refuss

Qilfields wastes, including but not limited Lo oil,
water, chemicals, nuwel, and coemant shall be disFrosed
of in such & mnanner as not Lo cawss damads to 1ifs,
g TLhy rrorarty, freshwater asuifars, surfascs
waters, salt water bodies, or netural resourcses, oe
b 2 menacs to public safetw. Diserosal sites  For
Oilfield wastes shall slzso conform to redulations
of the Eavironmental Quality Board,.

Dume ing harnful chenicals  where subseagent  rain
waters midht wash gsidnificant =uantitias  into
frashwaters shall bhe srohibited. Drilling swd shalld
Mot be raraateeatly disrossd of  into orsen Fits.
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Camant slurere o dirg czasot shall not be disposad
of on the swface.

Yolle estirnent, scraey  trashy and othsr wastes
attendant Lo o0ilfield orerations shall be disFrosed
of or stored in such 28 wanner &8 Lo nol Ccsuss
damada to lifar rFroesrtgry  or haalth, or detesct
from “aesthetic values"y, or bhe 38 menhace Lo Fublic
safety. Junk casindg, tanks, Frroduction ssauicasnt:
and other 0itfield scrar shell not be left in &
disordani med marnae 9 that thee fore 3 hazard.

EBhand ol Locations Uron abhansdonmant,  waell
shall ke draded and oleasrsd of eawirosot, trash. op

othar wastes anc returned Lo a2s near a8 natursl stals  s5¢
rracticable.

i)

Pii)

jv2

Sumes  shall be restorsed to natural grade afiler
ramaval of haraful ansztarials. Sumes  balow  natural
#rache  shall be filled with sarth:, and those shove
natural drade shall bse elininated by raenoval of tha
retsining walls. ereviously abandoned locations
shall be cleansd e whensvse seascticable. Whaeae 3
tenrorary sunk was eut in @ deainase channel, it
shall ba removed and its conbents proFaecly disroosd
of wron conrlaetion of orerstions.

Unstable glore conditions ceested st the locstion
shall be corrected in such 8 mannser 39 Lo Freavant
cotlarse of the slose. Silting of the runoff Lo a
Frag-flowing straagn, or 8 hazard Lo rublic  eroads
from silting runofd  shall  bBe avoidecd. Exposed
stopss shall be held by live and  pootsd  floras
excerlt for roadway or Fosssdevays culs.

Access  roads Lo well locations generalls will mnot
B covearesd by Lhesse esgulationsd? howsvers  zndg
cond it ion that creats s heszard to rublic safety or
rrorarty or causas interfarsnca witbh fatural
drainade will not be sccsetable.

Uron  errlication of the propsrty owner, asxcaertions
to the shove can be made, rrovided d9ood reason can
be shown.

Hir Fellution:

Haruaful HBGHOUS (Faoisonous o Flammahls)  zad
noiows ordors smitted as 3 result of the oilfisld
orFerations shall not be reraitted 07 dansde Lo
lifa, haealth, reorsrbty, or natursl pesoudegsss could
occur,  and  all raraittess and lassses shell comelu
with tha redgulations of the Esvireonasantal Quality
Board arrlicable thereto. Anw cases involving the
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eeCafe of natural 9ss will be wndser the Sacretary’s
Jurisdiction.

iy The develormgsnt #lan or pre-develossent elazn Fopr oil
and /or 3as fiald rroduction shall demonstrats that
the most «fficient and most advanced technolodicsl
mathods ars incorrorated Lo srevant Lhe smission of
hudrocarbon  and  reagctive varors, or  sooke  anil
rarticulates, into tha atweosrhars, in accord with
Lthe eeauirenants of the Mining Law.

i} In westimating the enissions Lo the steosehere oo
a3y Frocsess OF orasration: an geserator aasy pely wEon
Fravious determinations of the sznufactursr  of
eauirmznt,  or  uwron deterainations of oil industerg
Frours such s the fAmerican Petroleun  Institube,
which have besn  acczeted be the: Environmsntal
Frotection Adency, or  the asaviconnental Qualits
Roarid. Every oFarator, - having  suweelied  such
estimatas, shall be regeronsible for oFarsting  ssid
#quirment  or Frocess in suceh wmanter that  Lha
st imates are not excoeded.

Section 6. Enclosures

Gilfiawle Facilities and eawirnent shall be  onclosed to
Frohibit  or restrain sccess Lo protact Tifar, sroesebu,
Livestock: aned wilellife, as wsw be cdeened necesssewg.  The
claveloraant #lan for the Facility shall seacifs the dederss of
security  rrovided, and the tuee of fepcing Lo be usaed.
Standards for anclosuwrss shall ba, a3t 3 minioua, a5 follows?

{8) Chain Link Fences, ALL chaein link fences  shall  be
constructsd Lo meszt the following seecifications:

12 Fances shall bas not Less than Ffive (9) Feet high
and mounted on onae and one-adarter nckh (1-174%)
diametar steel rosts with a8t lagst thres strands
of barbed wirse aountsd gt a8 49-degras andls Froe
the toe of the fencoe.

ey The fance shall be constructesd of chain link or
other industrial-turs farcing of npot lass  then
slavern daude wire aned of not drester Lhan two-inch
nominal aessh.

Ol

Buerorting rosts shall be securely anchored to the
surfaca, sraced noe  aors bthan Fowrtaen (14 Paal
arart. FProvisions for  renovable rosts  wmay  be
arproved  Frovided  that  the  fancs snchors e sn
intedral rart of the fance.

4) Tansion wires of gt lasst Ho. 9 dause coil serinds
or eagivalant, shall be stretohed 8t thse  toe and



Fade 43

hottom of the fancs fabric and shall bae Fasbarned
Lo the fabric at twantuy-four (24) inch  intapvals.
Tharse shall bs no aeerturse balow the Paence larda
gnowdh Lo parmit any child to crawl undere.

(b} Wire Fances. A1l wire fences shall be constructad Lo
meet the Following seacificationst

13 Thare shsll be aither four strands of harbed wirs
gracad (12 twelve  inches  betusen  strands and
maintained with sufficient tansion to  precluds
sadding or comazrical livestock wira netlting with
a mininum height or four (4) fast and sufficient
tension.

2) Fogsts maw be of any msterial of sufficiant
strandht and rigdidite to  sueeort  the wirse  and
restrazin eeorls or livaestock from rushing over.
Fosts shall he sat no eore  thaen  ten (10 Faset
aearlt  and burisd st legst twelve (12) inches into
Lhe droundg.

() Nasonre walls., All wmasonry walls shall he cons
tructed Wwith  standard sndineerind sractices  and meast the
following seecifications®

The walls shall be a2t least Five (5 Faelt hish  and
toread  witlh  threes: straads  of barbed wies with arerrorrists
surrorts mountad gt & AS-dedraes andla.

() Gatws. Gatas shall be of 2 structure substantiaslly
tha same a8t the pepaeauiced Fences and shall be kapt sacuwrad
Wwhern not atitended by an aduli.

() Sceresenind. A1l soraaning shall  mseet  the following
sEepcitications

1) Be not draatar than two-inch nominal mnssh.

2 Ba of sufficient sitrangth to resteain entry of
Wildlifa.

2y Py surrortad in swech 8 mnshner so as  to prevent
contact with the sune Fluid.

() Obthsr tweraes of shnclosures. Any sqauiransnt or Facilits
whtich is mnclosed in such 3 mannar as o be substantially tha
same a5 Ouwklined in (s), (b)), () )y and (@) sbove nay b
areoved by the Sworaetardy,

Section 7. Srecial Reauiremants

(3) The Sacraetary shall have Lhe conmelets  guthority Lo
gt forth othesr procecduras whaes Justifiecd, or whars mandsted
o mest  other  Commonwsalth esauireassntse cublic nessds, and
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intmrests.

Othar  Commonwseslth  eoauirensnts,  rublic  nesds, el
inbterasts,  shall  include, a8t & siniaun, zonind and usss of
heigdhboring sress, rublic safaety, poises, ane viswal saspacls
af  thse oreration. OQbkaer erocedurss may includs, but not ba
limitad Lo 3

i) Height limitations, and covering of structuress
i) Viswal scrasning other than masonry wallsy
1i1) Flanting or eraction of noise barrisrs;

iv) Security staffing;

v) Faving, lidghting, and sccass redistration.

{(h) Enclosurse of temrorary oraerations, defined for  Lhe
surrossas of  this  Sacbion & as lass than six months, which
doss pot meet the specifications of Saection & () -~ (&)
abhave, maw be  areroved by the Seoratary uron demostration
that 811 of the obdectivies of this Section and of Section 6
with raapact to Frotection of  Yhe public:  FroFasetys
livastock, aned wildlife, can be net. Ceiteria which waw  hbe
considerad for such arrroval agy includa, but nobt s Lieitad
to:

i) Availability of materials in Fusrto Ricors
Pi) Cogstay

iii) Substution of securitw staffing for seour ity
installations.

Sactian 8. Other Resulatorw Adanciss

Thess radulations Mo ot sUPErgaria ainy Ay
redulations, srocedurss, or  orders  of  othsr  governpantal
adang i es, including  othar redulations of the Secretary for
functions mandatss by other than the Mininyg Law, wxeosrl 3%
axerlicily and jeelicily Frovided by Lhe Mining Law.<
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CHAFPTER 12 OIL AND GAS PRODUCTION — ONSHORE AND OFFSHORE

Section 1. FProduction Tests for Cil Wells

An orsrator comeleting & rew oil well o Fubting an ol
0il wall into esroduction, which has besn closad in ome  aonth
or  longar, shall test the well to detereoing whathee the well
is carable of rroducing and the azeaount it can  eroducs.  The
test shall be taken in sccordancs with good industew rraclice
wnlass  Lthe Secratard, by seecisl order: pPrescribes 2 #annaer
of testind.,

The test Fesults shall be filsed with the Seerelsew
whithinm fiftesn (15 dsws after the test is comslated. Ueon
receirt of the rerort an s8llowzkle sroduction will be
assidned  to the well. Until an allowsbla reodduction is
assigned, Lhs lessee mnawy produce  at  the asaxiaum afficient
rate.

Section 2. FProduction Tests for Gas Wells

(a) The testing of a gas well shall include 3 awliiroint
ahsolute oren  Flow robtantial test run by one of the asthoods
currentlis used in the industre and  aocestsod be resulstors
authoritiss, or by 8 srecific maethod which wmay be directed by
the Sacretary,.

(Y Durind testing, the =usntity of Ltha concdansale
produced Wwith Lhe gas  shall  be  messuraed  and  eseorted as
barrels of condansate ear million cubic feaset of das rroducsed.

(c)y For the pureosses of this charter, the tara "oil"
also shall arerly to condenssbe,

Section 3. 0il to be Measursed

ALl oil as - and when Froduced  shall bae  adesuatelu
measured  bafors  the  same Leaves  the Lzasse on which it is
producsd unless, with tha prior peraission of the Ssorelard,
it Qe messured at s facilitye coamon to snother lasse.
Quantitiszs of 0il may be computed From meter  eoezgdingds oe
daily gaudes, if sufficient tankaze and seearator caracity is
available to take dzily daudes accuratale.

Saction 4. 0il1 Measuremants

{(z) Unless matering is usad, =wantities of oil shall be
comruted From correctlys comsilsd tank tables. The Full  Fae
centun of B. 8. and W. 25 shown by the centeifudsl or othare
tests shall bse  deduwctsad  bheforas osking corerection Py
Lenraralurs.

Corrections shall be msade for tesrersture on the basis



Fage 51

of &0 F. in accordancse with the aAbridged Yolums Coresction
Table for Pabtrolasum Oils containad in the Sueerlaasnt to the
National Bureau or Standards Circulsr G410 issued Areil 20,
1937, oar on  such other cosnonly  acceesbsd basis  as tha
Secretary sy stirulate,

(h) Comhined Corrsction Tablas for mak i hoth
temrerature  and B. 8. and W. coresction at Lthe same Line maw
b ugerd, it the comkined tabhles B bagad ety e
shovenentionsd Abeidded Volune Corrsction Table for Fairolaua
0ils, and if the factors are calcuwlated in such & menner that
thiey dive the same rasulis as would be oblginsed by making the
Laneerature  correction and the B, 8. and W. deduction
sapatrateld.

Section S. Plant Prod=zct Fernit Reauirsad

(a) Hny parason desiring Lo orerate prassurs a2 intonancs
Flants, euecling or pecwcling rlants, ga3s return rlants-g salt

water disrosel  swsten, and other similar rrodects shall
submit an srelication for a slant Ferail or  disepossl  Earoil
with the Secrstary, who, uron racsieh of caos, @ey resdies
that anw rotentially interested partiss be notified of  tha
aprlication & of their rigdht to resvest & heaseiod
concarning it within thirte (300 daus.

At the conclusion of the hearing, or If wno hering is
lelel, aftapr indarandently assessing the Garits o an
aerlicetion, the Secretary aswy drant the parait on the teraes
b dasns srorar 08 danyg it. '

Saection 4. Allouzblsa Production

(a) The allowakls eroduction of il or 488 From anw wall
or Figld shall be detersined  bw Lhe Theoee g
establishing #llowabhle erocuction,  the Georelary ghiall
CoHeg i e

L T
Panferre

13 the technicasl characteristics of  the well or
filids

Dy opbhtzin the nsxinum afficisnt rate of pFroduction
comeutad by Lasses;

3)  the internal damand of  the Cosnonweslthy i€
aFelicabylary

4)  such othar factors as the Secratary ey et mi
ralavant to his detaroainstion.

(b)Y In tha event that the technicsl chergctaristics of 2
wall ar fisld maw b agserted to control  the teero of
allowable erocuction to the sxclusion of other factors of
Swction &(a) asbova,the Sacraetary may reauire  an ioderanibant
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survaedy  aoodaling study, o further testing of thae fisld to
surErort this assartion.

The costs of such Lbests, survews, oF stusiss shall  bhe
tiraatad in gccord with Chartar 5; Saction 3(d).

Section 7. Unitization

In ordep Lo rromote  and  insurs  conseevstion  and
afficiant racovery of o0il and Has reszrvess, and in the
absence of  an adresaant  smond lessens, wWhich has  Boan
arrFrovid by Lthe Secretary, the Secrebary mey srascpibs 8 unit
Flan foro the develorasnt and orerstion of & fisldy ragarvoir,
or ang rart of the leasse arsar, which rlan shall  allocats
benafits and costs eauitably anond the lessaes.
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CHAFTER 13. OFFSHORE DRILLING

Section 1. FPurrosa.

It is the pureose of this chaster to set forth the rulas
and  radulations Fvern i ng the drilling of afFalore
axkloralory, 0il: or Jas walls,

The Sscretary shall €fix stancdards for the deilling of
Bl1 wells snd the abandonment of dry holes to erevent,. 35 far
as Fossible, damadge to 1ife, health, erorsrly:.  and natursl
rEsourcses, damage  to undardround oil and das derosits From
infiltrating wataer and other causes, loss of oil, P88, oF
PasErveir  shnerdd,  and  damade to undedround waters suitabla
for- irprigation or domaestic rurrogses by the infilteation of,
or  the addition ofy detrinental substances by rsason of the
drilling oreration or shandonment of wells.

Saction 2. Score of Resgulations

Thess eadulations shsll arely to anwy  and all drilling
orFarations conducted from locations within thse  offahors
Jurisdictional boundar ias ani inlanad havs o e
Commonwaalth, and, whaerae in conflict: these redulations shall
BUEEnC e ahy  ahd &#ll  deperal cudles. redulstions,  and
taagirements partasining Lo the orsralions praviouslye stated,

Section 3. Revision of Regulations

(&) Because of the rarid changes in the stats of Lhe art
in offshora deilling, continwal modification or  auwldmentation
of these redulations may be requiered in order Lo insurs that
Lhve sagirmant, tachaolodw, and eractice  wsed  are the bast
gveilable gt the time.

(h) R

svision of the regulations shall be carriad oul in
acoordsnce W

Vi
ith Lthe rrovisions of the fining Lawe.

(¢} The Sacretsry, as the nesd asy sriser, may EssUE
PP  ab T Tl e ladn LT altuping o susrending bhe axisting
redulations, or aclt in the ghsence of raegulationy only within
the charter mandated by Nining Law, Lo rrotect  the inteesst
of the PFusrto Rican Fsorle in the gomesecial einerals
belonging to then, to pesvent wasts, to erevant loss of Life
and  prorerty, and Lo eprotect the environmesnt. Anwe such
amardancd order shall not constitute 32 9eraral rFravision of
thase redulations,

(o) In such cases that the radulations herein as adoetad
and  aerrroved  adeait of  raview, oF Peaudire contbinusl eov o
unoer Frovisions for acdeoption of baest  availabla technolodw,
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the issuance of new reavirements or standacds of eerfornsacs
shall not constitute 8 revision:, adortion or aeerdnznt of the
redulations.

Saection 4. Incorroration by Referancs

(a8} anw docunents or rFarts therein  incoreorasted by
rafarance harsin gare wads 3 Fart of this redulation as thoush
sut out in Ffull,.

(b)) Ang document incorrorated by reference with Peseact
Lo Bection 4(3) above asy ba rerlaced only under  Lhe
conditions of Section 3(c) sbove without recourses to the
FUublic paviaw rrocadurses of Ssotion 3¢d) sbhove.

Section 3. Arrlication for Drilling Permit

Before any lessse shall commence the drilling of  anw
of Fshors wall, Fria shall subait to  the Sscerstzry an
grelication for arilling permit on Lhe prorsr fora presceibod
b the Ssoretarg.

In aoddition Lo the latitude and longituds of Lhe surfacs
location and the srorosad total derth, the Form shall show
the water deprth, the nesrest odistencse and direchion Lo the
shorelina, the distance and direction to the nearaest  onshoees
city or town, the proxinits to shireing lanes, shir channels,
buows, or other warine facilities or installations. and Ll
Frosimite Lo any axisting nearbuy wells.

IF the hole is to be deviated, it zlso shall chow the
location of the bottom of the hole with reserect to the
ﬁurfac& location.

The lesges  a2lso shzll submit & erorFosed well a6
drilling rlan which shall include, but not be limited to, the
following:

(2} A brochure describing the twrse of ridy 211 erinciral
rid comsonents,  the storsde caracity Ffor fuel,s waterrcsmnsnt
and nud comronentsy antd the drill stringd.

() A caescrirtion of all surrort facilities, such  as
woklk bosts., Farsonial hoats, sl trans=ort  hosts,
helicorters, service conrFang eauiroant, catering facilitiss,
whiz.

(e} A descrirtion of the wall costrol  and blovout
Fravantion systam.,

(ad Plans for wsell control  and  bBlowoul  provend ions
including  control methods, cdutiss, training, and suFsrvision
of rersonnel. and schedules for testing and derills.
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() A descrirtion of the wall monitoring and sarly
warning devices spacified later in this chastar,

(£} A descriction of the anud haendling, mixing, Lliauwid
oWl storads, and owd diseosal facilitises.

(4} Hole sire and casing  srodeasn  for sach sersrate
sadnant of hols geometra. The casing descriction shall show
the size, weight, stesl 9rade, Lturs of end connsctions
Llendgth, and desidn factors for collaess, burst, and  tension
for esch sedmant .

In the Cata of exeloratory wellsy considerable
modification of the original hole and casind srodean in ordaep
Lo conform with rac i pemsnts mandatan by subisuefacas
canditions anid stratidrashy it bz - AR R ar=Tx I Stk
moditications shall be made with currently ascospted industes
erractice snd design Factors accestabls Lo the Secrebard.

(h) Casindg cemanting rroadrans for 31l casing strings.
(i) rilling Fluid prodrsm.
(.i} Coring erodvram.

(kY For wvertical holes, the hole deviation control
Fro3nait.

(1} For directional holes, the antire diractional
Fegdran, With both rlan and rrofile drawings.

(m} Oil asrill and rollution contral contindancy Flans.

{r1) Frovisions For s;erdency  shub-in in the svent of
stormn, aarthauake or othsr svents bringing control  of  thae
wirll into ausstion.

(o) Flans for moving o avacuasting the pidg in the svent
of a sevaers stora thraeat. ’ '

(¢) Evacuation rlang in the avent of an  uncontrollsd
blowout or fire,

(=) Frovisions for epludding and sealing thse well, if
shandorsad,

(r} Other items which msy he sracified by thae Secrebary.
Section &. Granting of Drilting Pernit

The Sscratarwe maw drant to  the aserlicent & oeilling
earait, if the Ssoretary is satisfisd that the arcrlication is

in  order  and that the arelicant will comrly with 11
Commonwsealth and othar eregulations which wmawy  affect  ths
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i lling orarations.
Section 7. Arrroval of Prodram Altsrations

(z) JFfy in the orinion of the orarstor, (L (8 necesssry
or agdvigsible to derael frow anwe rlans or reodraas Feaviously
arrroved by the Sasoretard sweittan seproval of Lthe Secretszeu
is raagired, axcert ia cases wherse such  oFsrations a8
inmeriately necsssary Lo svert & threat to life, haalih,
Frorartd, or natural resources, or when agreeoved  oFsralions
are  In erodeesss  angd newly discoverad well conditions srs
such that immediate corersctive asasuras are asdvisabla.

In thess caswesy verbal aerroval esy be dranted, bul only
after the orasrator has erovided the Secestary with a1l
information rartagining to the condition of the well. fnw
varbal asuthorization by 8 rerrasentative of  the Secretardy
shall bs documented within one working dau.

(b HNot withstanding Section 78} above, the orerastor
shall act immediataly to correct 8 condition which crosatss an
immediazte dander Lo life, beaglth: rFrorerty,  or naturasl
resouvroes and shall immadiately notify the Secratary of tLhe
conelition and the action taken to coresct it.

Saection 8. Well Identification

{a} The nunber or degignstion: which inclucas thse lazss
name whan used, by which 3 wall shall be koown is subdasct to
the arrrovel of the Secretars and shall not ke changed
Wwithout ths writbten consant of the Sacretard.

(b)Y &idgng identifuing the orerator and the wall with
lattars and Fidures not lass than 12 inchas in haighlt  shall
be affixed Lo orrosite sicdes of the rigd in such & manner as
to be vigible arnd ladible From off the vessal or elatform.

Section 9. Wall Records and Lods

(z? Duringd the drilling of every well, the owners
oEarator,  contractorry deiller: or othsr Ferson Paesronsibla
for the conduct of driltling orarastions shall keep 3t the waell
a detailad and accuratse eacord of the well and orsrations on
t ke arerorriats daily raport formn seacifisd by the
Internstional dssociation of Drilling Contractors.

This fora shall be filled out as comrletely 28 rougsible
for mach tow. T the reroet of ane oeecation should resuaies

mors seges than is availabhle, the form shall bhe  suerleasnbad
by a8 saragrate detal bao weibe e,

These rarorte shall be accesible to the Ssoretary ar his
adants 2t 21l resgsonable Limes ard corises shall be furnigkhed]
to the Secretary at the and of sach and every waael clueing the
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course of drillingd orerastions.

(b 1 & nwd logaer is in use, the Becratars shall  be
furnished with current coriss of the aud log gt the and of
wach waaek during the drilling oreration.

() When wires lins lods zras rune Lhe Sscretare shell be
Fopnished with Fiald srints 35 soon a8 is erecticeble aftar
logaing o comelatod,

(o} Final corias of all lods and obher wiee Vipe survays
shall be furnished to bthe Secretargs within oms eonth afbsp
comslation.

Section 10. General Rexuwiremants for Drilling Orerations

The Secretare’s asrreroval of drilling oserstions (s
caontingaent uron the following:

(&) The continual fulfillasnt of all mar i and
FOllution control resuiremnsnts sstablished by thae U.5. Coast
Guard and the Commonweslth.

(hy A1l orFerzstions a&re conddctsd in & rrofers and
workmanlike manber in sccordancs with  the highaest  than
currant standarsds of oil and 9as field rractics.

() Adherancs Lo wall control elan seacified by Charbar
13, Saction Sd(d).

{rd) B cory of oewrstor’s eroroszl snd subssauent
arrroval of srorossed orsrations is available 3l waell sitsa,.

Ceed Ol grills or slicks ses rerorted Lo the sdanciss as
sraCifiad in any  Commonwaalth 0il1 Seill Continssancwe Flan
clesidnated by Lthe Ssoretary, anc acdditionslly as serecifiad in
the  National 0il  and Harasrdows FPollution Contingsacy Flans
Whansver such reagiveansnts do not coingidea,

() Plowouts, fires, hoezardouws 3as leashks, disastars,
mador goeidents:  or similar  incidents  ocouwrrindg during
i lling oFarationsg arm rrapordoomnd Lo the Secrelary
immad i gteld.

(4} FRaerregantatives of the Sscretary ara fiven agodeauals
prior hobtics of  the scheduling of all orsrations Lo b=
witnessed hy the Sscretary’s reprrssentatives.

Saction 11. Suserension of Drillingd Ferait
Thie orilling  esernit shall bhe suseancled in the event of

taprmination of oesrations dus to store, =arthauske,  blowout s
ar obther events beringing control of the waell into auwgstion.
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Thae  Sacretary mayw  reactivate  Ltha pacait withoub &
sararate arelication, uweon datermninstion thet it is  ssfFa {o
P giim diri Tlind, or uron  sescification of aoditional
conditionsg Lo the drilling to  insure that it is safe Lo
Fracaan .

Section 12. Descrirtion of Casing Strinds

(8) Drive or Structural. The sureose of this string is
to provichs tor hole stabilite  and wasy hole pesntery foe
initial driltlting orerations.

The proraer  cesth for this stering will derand weon the
chiarsctar gng dedres of consolidation of tha ocesn bottom and
the very shallow formstions.

The eies may be set by deillind,deiving o Jdettind, The
maethod  used also will desand on the charsctar of  Lhs
foranstions throudh whickh 4 will bBe set. In sone cases  this
sbring may not be regdiceaed,

(k) Conductor. The rPurross  of concuctor casing is Lo
Erovice tis-in facilities for the rissr and  other  sadisnent
recessary  for the drillting of the surface khole and the
satting and cementing of the surface ries, and Lo provide
urrer hole stability for thess orerations.

() Surface. The surfacse rire has savergl PUPFOSes?
] To isolate and rrotact 811 fresh weler strats.

i)y To isaotate shallow incomeratant or vugular
formations which would be potential souwrcses of lost
circulation if not cased off.

Fii} To srovidse hole gstabilite by jsolsting shsllow
gravel or  bouldsr heds, water sensibive claws and
shaleg, or other foraations which nidht sloudbh into
thee hols, if allowsd Lo pemain exFrossd.

vy To asct a2s 8 surrort for wellheszd sadiFnent and  the
: waidht of subsequsnt casind strinds.

V) In the savent of & wall kick: Lo rFrovide rressurs
intedrity s0 that the Kick can bs killas without
widration of Tormation Fluidds to thae surface
putside the casing strings.

() Intersaediate. An internadizte casing string masw have
s or aore 0Ff sevaral PUPPOSES?

i} The isolation of uresr foraztions which wWill nolt bhe
cagablae of withstanding the mud weidhts neccasary
for decsprar drilling.
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ii} The isolation of zonses crsating hole instability
rroblens .,

iiiy The rrotection of rotentially procuotive zones from
lamnads e to Frolonded  axposurse Lo clir i 110 ey
fluics.

ivy The erevention of exesssive internal wear of weear.
caning strinds due to drilling orsrations.

(e} Fprogeuction Czsing. The pureoses of  the sroduction
string are:d

i) The ssearation of 3ll oil, dss and water slratas
below the last casing shose to eroviche for salechivae
production and Lo rrevaent Lhe mi#Aration ol
formation Fluics from one stratum to anobthse.

Pi) To  eprovide  eressudrs contsioment  of the hidhast
awrracbed fromn Lhes bottom of the wall to thee tor.

iii) To rrovide 2 produection flow conduit  for st
duativw-coneleted walls, whsn  such wss cragtes (o
hazard.

iv) Liners. In sonae casaes it maw be sdvenizdeous Lo sel
a8 short string of Fige which doss  nobt rasach tha
sur-face. The Lo of this Yiner shall overlae ue fo
a roint at least 200 fest above Lthe shos o0 M
last rFravious casing set. A londsr overlar mnayw b
seEacifing by the Sscrataru.

Section 13. Casingd Prodran

ALl casing strindgs shall bs of new riese carehls of
Withstanding all anticirataed collarse and burst erassurss and
tension loading to which the casing amight be subdactanl,

In the calculation of combination casindg strinds, the
affact of biaxial strasses on collaesse  eagistance shall  bae
detaermined, wsing  the methods and forowlas serecifiad in the
latest adition of API Bullatin 503 Fornulas and Caloulastions
for Casindg, Tubhing, Deill pire and Line Fips Prosaeectbiss or
subsaydaent ansndmaents thaeraeto.

(a) Desidn Factors.

Unleses otherwise authorized by the Secraetsegs E AT
a1

mininta  desidgn Factors For a3ll caleuwlations shall bha 1,129
for collargsa, 1.300 fTor burst anc 1.800 for tansion.

(b} FPragsurse Tasting.

Evarg doint of casing, axcart structursl or elrive i,
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shall bz internally prassurs Lested full tensth to 80 rercent
of wmintmum  wialod eressuese after the installation of Lthe
courlingds.

(c) Irnspection,

Everwy Jdoint of casing, excert structural or drive Bies,
shall ba insracted Full lendgth by 8 eadnetic rarticls mathod,
sonic  method, or somse obther sethod denerally z2ocerted by Lhe
industery. Visual insesction alone shall not  be considered
sufficiant.

(et} Certtfication .

Tha Sacretary may readirs weitben certificetion from the
pire mill, tha vepndor, or the insesction cowrany that Lhe
necassary  testing  and  inseection erogedursas Fravae bisn
Farforaed.

Section 14. Cementing Casindg

(a8) The drive or structural coasing Gif deillaed or
Jatted), conductor casing,  and  surfacse casing shall be
cemanted from the casingd shose to the ocean floor, unless
otharwisse authorized by the Sscrelary.

(h) The interasdists casing and  the eroduction cesing
ghall  be cananted so Lthat all watser zomas: oil oF 985 SOMaes,
agnd abnormal rressure intervals srse coverad or isolated, with
sUfficiant cemznt slurre to brind the tos of  the anoulse
cemant  column  we to at least S00 Teest shove the tor of the
highest interval to be covarsd,

(¢ If a liner is sat, sufficiant csmnent slurry shall b
Wesad Lo insurse that the annular cemant colusn axtsnds all the
way to the tor of the overlae.

(o} Thae Ssoretsry maw direct thaet tenrersture survaugs or
camant bond lodgs bae run afbar and cement Job. TFf the annuelae
space s not adesustelw cementad,. the orerstor shall earlow
such  renedial  measuras  as  directsd  or  aerroved by Lhe
Secraetary to insWrs thaet the deficiencty is corregiad,

(3 ALYl cement slurriss shall b foradleted Lo have
prorartias conratible with the wall conditions and  downhols
gy i ronnent undar which they are to be plsced and wused.

S=ction 15. Prescurs Tegting of Casingd Strinss

(a) Prior to odriltling out thse plus after czoenting 211
blank casing strings, excart the drive or structursl casing s
shall be erasswrs bested a8 shown in the table balow. Loss in
Frassurs shall not axoesd 10 rarcent during 3 30 minuts taest.
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Conduetor ¢ 1 FST FL of desthlh or 80X
of minimuan 2ield Pressure,
whichever i lassar.

Surfacs 7 1000 PST or 80% of @ainimun
wield Pregssuras whichavap

.
Pa lesser,

Intermsdiate and Froduction ! 1,500 FSI or
0.2 PSIAFL: whichswvsr s drsabare.,

(hy) All casing  praessurs bests shaell be witnessed snd
arrroved by & raepeasentative of  the Sscrelares Feige Lo
Aritling out of tha cesind or perforating orrosite rossible
ofil or 9as zomes. [nsesction of data recordsd bw  a devics
areroved by the Seerebarg mayw be substituted for witnessind.

Section 16. Drillingd Out After Cemanting

B o rilot  test shall be ru ol ezch eenant sluery Lo
datermine the time reagiesd  for the  csesnt  to attain a8
conrressive strangth of 500 FST st the tesararsture and
Frassurse at cemsnting darth, wsingd testing  eeocatvess sat
forth in the lstest edition of &AFD BF L0E, or subseaveant
amarndasnts thaereof desidnsted be the Secretary, incoreorated
harain by refasrence. The orsrstor shell not cosaencs chrilling
out haforse this anount of Lime hasg slarsad.

Saction 17. Well Control and Blowout Pravention
(2} Blowoult FPreventers and Related Eauisaent’

This eauienent shall bs  installecdy tested, used, snd
maintainegd in tha manner necsssary Lo Feesvent an uncontrol Lead
flow of Ffluid from a well asacd in aocordance with the
provisions sescifiad by the oFsrator  in arrluing for Lha
drilling rarnit, and serecifications or rulegs  issuaed bw  Lhe
Secratary,

The Secraelazry sy Feriodicslly pevise srecifications for
blowouwlt rFraevention devices, their installation srocedurss,
and testing requirensnts. Misioun stancdasrds shall include thea
rrovisions of U.8. Geolodicsl Survey, Outer Continental Shalf
Ordar No. 2, Section 4, dated July 1, 1976, znd Tuture
amanddments  thereto, wuron the aeocestance and notification of
the anendments by the Secratarw.

{h) fiud Monitors and Early Waerning Dovicss?

The followind or comrarabhls sadiraent for sonitoring Lhe
drilling fluid systen oust be installed with  the fndicalors
at  the driller’s station and wsed theoushout the period of
il TV i afber setdhing and ceesnhing Lhe fiesh suedaos
casingd.,
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i) A pacordindg wmuod-sit lavel indicator to detarmins
mud it volume dgaine and lossaes. This  inslicator
shall includs 3 vigwal and audiblse warning devics.

Pi) A must  volums  aessuring device for  accourasbelw
datwraining wud volumes retdired to maintain fluid
leaval 3t the surface while pulling the deill i
From tha hole.

PPy A oud raturn o full hole indicator Go  shiow  when
raturns have been  oblained, or whan thay ocour
unintentionally, and also to detersing that raeturns
asgantially aeual the runr dischargdse rata,

() Trirs Oul of the Holer Bafore starting out  of  Lhe
hole with arill Fira, the tendencs of the well to flow shouwld
be cheched and the deilling fluid  erorercly conditionsd.
Froear conditioning  resgires circulation of thse drilling
fluid to the sxtent that the total anhwlus volums s
disrlaced 3nd until 9as e ramovad.

Whan comingd out of the hole with oill Fire or Lubingds
thae anmwlus  shall be Filled wilth drilling Fluisd bafors tha
drilling fluid level dross below 8 csloulated depth of 100
Fraat below the derrick floor.

it mechanical device that indicates the aswount of
A illing Ffluid paguired Lo kaae  thse khole full shall b
watchaed, IF there is any indication of "swabbingd" or influx
of forastion Fluids, the insidse blowout rFraventar shall be
installed on the deill rirs, the drill ries shall be run Lo
bottom: and the derilling Fluid eroserly consditboned.

. The dritling Fluid shall not T circulatsand an
conditioned exoert on o neagr the  bothtom, dwnlsss wall
conditions pravent ruaningd the riese 1o bhottom. The Fluid in
thae holse shall be circulated or peverse circulatad srior to
FUlling oerill-gten test tools from the hole.

Saction 18. Sanrles and Cores

{(a) Unltess otherwise odirascted by Lhe Secretary. in any

exEloration or  stratidesehic  taest holse mach Faraittos oe
lessae shall cause to be taken, rresapved, aned maintained 8
i

Ssarles shall be taken a2t interval cepths of 30 feel
Frrom surfsce coring wuntil rates hecone sufficisnltle slow  to
Farnil  collechting ssmeles gt 10-Ffootl intervals. Therassfiar,
samerlas will be taken at  interval derths of 10 faet  in
accordance with the best current industey eesclticse of thas
variows formnstions which any non-coring deillind ranelrataes
in drilling.



