DEPARTMENT OF THE | NTERI OR

M neral s Managenent Service

Quter Continental Shelf, Central Gulf of Mexico, G| and Gas Lease
Sal e

ACTI ON:  PROPGSED NOTI CE OF SALE 178

The M neral s Managenent Service proposes to hold Sale 178 on March
28, 2001, in accordance wth provisions of the Quter Continental
Shel f (OCS) Lands Act (43 U. S.C. 1331-1356, as anended) and the
regul ations issued thereunder (30 CFR Part 256).

Bidders will be required to submt bids to the M5 at the Gulf of
Mexi co Regional O fice (1201 El mwod Park Boul evard, New Ol eans,
Loui si ana 70123-2394) by 10 a.m on the day before the sale,
Tuesday, March 27, 2001. The MV will specify procedures for bid
submi ssion in the final Notice of Sale. The MM5S will begin the
public reading of bids at 9 a.m, Wdnesday, March 28, 2001, at a
New Ol eans hotel site to be determ ned.

The MMS has prepared a Proposed Sal e Notice Package containing
information essential to potential bidders. Interested parties
can obtain the Proposed Sale Notice Package by witing or calling
t he:

Qul f of Mexico Public Information Unit

M neral s Managenent Service

1201 El mmood Par k Boul evard

New Ol eans, Louisiana 70123-2394

Tel ephone: (504) 736-2519 or (800) 200- GULF
MVE 24- hour Fax-on denmand: (202) 219-1703
Website: http://ww. ms. gov

The MVS proposes to offer for bidding in this sale all of the
unl eased acreage in the Central @l f of Mexico Planning Area
except the follow ng unl eased bl ocks or partial bl ocks:

o Blocks previously | eased whose current unl eased status is
under appeal; at this tine, this includes only Viosca Knol
Bl ock 69; and

o Blocks which are beyond the United States Exclusive
Econom c Zone in the northern portions of the Western Gap and



the Eastern Gap and have been tenporarily deferred from
| easi ng by the Departnent:

Anery Terrace (Area NGL5-09) Lund South (Area NGL6-07)

Bl ocks Bl ocks

133 through 135 172, 173

177 through 184 213 through 217
221 through 238 252 through 261
265 t hrough 281 296 through 305
309 through 320 349

355 t hrough 359

Primary | ease terns, prinmary |ease term extensions, mninmm bids,
annual rental rates, royalty rates, and royalty suspension areas
are shown on the map “Lease Terns and Econom c Conditions, Sale
178, Proposed” for leases resulting fromthis sale:

Primary | ease ternms: 5 years for blocks in water depths of |ess
than 400 neters; 8 years for blocks in water depths of 400
to 799 neters; and 10 years for blocks in water depths of
800 neters or deeper;

Primary | ease term extensions: Extensions may be granted for
eligible blocks in water depths | ess than 400 neters as
specified in Stipulation No. 5 (Subsalt Lease Term Extensi on)
contained in the docunent “Lease Stipulations, Sale 178,
Proposed” included in the Proposed Sale Notice Package;

M ni mum bi ds: $25 per acre or fraction thereof for blocks in
wat er depths of |ess than 800 nmeters and $37.50 per acre or
fraction thereof for blocks in water depths of 800 neters or
deeper;

Annual rental rates: $5 per acre or fraction thereof for blocks
in water depths of |ess than 200 neters and $7.50 per acre or
fraction thereof for blocks in water depths of 200 neters or
deeper, until the start of royalty-bearing production, to be
paid at the beginning of the | ease year until a discovery in
payi ng quantities of oil or gas is made, then at the end of
the | ease year until the start of royalty-bearing production;

Royalty rates: 16 2/3 percent royalty rate for blocks in water
depths of |less than 400 neters and a 12 1/2 percent royalty
rate for blocks in water depths of 400 neters or deeper,
except during periods of royalty suspension, to be paid
monthly on the | ast day of the nonth next follow ng the nonth
in which the production is obtained;

Mnimumroyalty: After the start of royalty-bearing production:
$5 per acre or fraction thereof per year for blocks in water
dept hs of |ess than 200 neters and $7.50 per acre or fraction
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t hereof per year for blocks in water depths of 200 neters or
deeper, to be paid at the end of the |ease year;

Royal ty Suspension Areas: Royalty suspension will apply for
bl ocks in water depths |ess than 200 neters where new deep
gas (15,000 feet or greater subsea) is drilled and commences
production within the initial primary 5-year |ease term and
in water depths of 800 neters or deeper (for oil and gas);
see the map titled “Lease Terns and Econom ¢ Conditions, Sale
178, Proposed” for specific areas. See the docunent
contained within the Sale 178 Proposed Notice package titled
“Royal ty Suspension Provisions, Sale 178, Proposed” for the
specific details regarding royalty suspension eligibility and
i npl enent ati on.

The map titled “Stipul ations and Deferred Bl ocks, Sale 178,
Proposed” depicts the bl ocks where five proposed stipul ations
apply: 1. Topographic Features, 2. Live Bottons, 3. Mlitary
Areas, 4. Blocks South of Baldwi n County, Al abama, and 5. Subsalt
Lease Term Extension. The texts of the proposed | ease
stipulations are contained in the docunent “Lease Stipul ations,
Sale 178, Proposed” included in the Proposed Sal e Noti ce Package.

The MMS will require a deposit of one-fifth of the bonus bid for
each bid submtted. On July 28, 1999, the MMS published in the
Federal Register (64 FR 40764) a final rule revising 30 CFR

256. 46(b) to provide the MVS the option of requiring a specific
met hod (or nethods) of payment of the deposit on bonus bids
submtted at OCS | ease sales. Under the authority granted by this
new rule, the MM will require high bidders to use electronic
funds transfer (EFT) procedures for paynent of the deposit on
bonus bids for Sale 178. The MVS will specify the procedures for
maki ng these paynents in the final Notice of Sale.

After the Governors of the affected States (Al abama, M ssissippi,
Loui si ana, and Texas) have had an opportunity to comrent on the
size, timng, and |l ocation of the proposed sale, as required by
section 19 of the OCS Lands Act, the Assistant Secretary for Lands
and M neral s Managenent wil|l nake a decision on the final Notice
of Sale. The Departnment of the Interior reserves the right to
revise the areas proposed for bidding and associated terns and
conditions described in this proposed notice. |If the Assistant
Secretary decides to proceed with the sale, a final Notice of Sale
for Central Qulf of Mexico Sale 178 will be published in the
Federal Register at |east 30 days prior to the date of the public
bid reading. A Final Notice of Sale Package containing all sale
terms and conditions and detailed instructions to bidders wll
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al so be available at that time fromthe MV Gulf of Mexico Public
I nformation Unit and on our website (http://ww. mrs. gov).



