THIS MODEL FORM MAY NOT CONTAIN ALL PROVISIONS REQUIRED BY PARTIES ENGAGED IN OFFSHORE OPERATIONS. IN ADDITION, THIS MODEL FORM CONTAINS NUMEROUS PROVISIONS THAT MUST BE COMPLETED BY INSERTING APPROPRIATE TIME PERIODS, DOLLAR AMOUNTS, NUMBERS OF PARTIES, ETC., AND EACH PARTY MUST DETERMINE APPROPRIATE INSERTS FOR ITS PARTICULAR SITUATION OR APPLICATION. USERS OF THIS MODEL FORM OR PORTIONS OR VARIATIONS THEREOF SHOULD SEEK THE ADVICE OF COUNSEL TO ENSURE THAT THE AGREEMENT REFLECTS THE ACTUAL INTENT OF THE PARTIES AND IS PROPER UNDER THE APPLICABLE BUSINESS CIRCUMSTANCES. USE OF THE FORM OR A PORTION OR VARIATION THEREOF SHALL BE AT THE SOLE DISCRETION, RISK, AND LIABILITY OF THE USER PARTIES. THE OUTER CONTINENTAL SHELF ADVISORY BOARD DISCLAIMS ANY AND ALL INTERESTS OR LIABILITY WHATSOEVER FOR LOSS OR DAMAGES THAT MAY RESULT FROM USE OF THE FORM OR PORTIONS OR VARIATIONS THEREOF.

EXHIBIT "B"
Attached to and made part of that certain Operating Agreement dated _______________ by and between_________________, as Operator, and _______________, as Non-Operator. Notwithstanding anything to the contrary contained in this Exhibit, nothing herein shall be construed to modify the allocation of costs and liabilities contained in this Agreement.
A. Subject to Section .C below, Operator shall procure and maintain or cause to be procured and maintained for the Joint Account all insurance in the types and amounts required by applicable law, including all federal and state Workers Compensation Insurance including U.S. Longshoremen’s and Harbor Worker’s Compensation Act Liability and the Outer Continental Shelf Lands Act; provided, however, that Operator may self-insure for such Worker’s Compensation Insurance, subject to the appropriate state and/or federal workers’ compensation laws, in which event the charge that shall be made to the Joint Account shall be in an amount equivalent to the premium which would have been paid had such insurance been obtained pursuant to the annual COPAS published Worker’s Compensation Manual Rates or, if such rates are unavailable, under a guaranteed costs basis.  
B. Subject to Section F. below, Operator shall procure and maintain or cause to be procured and maintained any further insurance, not specified in Section C. below, at reasonable rates, as the Parties may from time to time Vote pursuant to Article 8.2.1.  In the event that such further insurance is, in Operator’s reasonable opinion, unavailable or available only at an unreasonable cost, Operator shall promptly notify the Non-Operators in order to allow the Parties to reconsider such further insurance.  

C. Prior to commencement of and during the term of the relevant operations and at all times during production operations through abandonment operations, each Party shall carry, at its own expense, the following insurance coverage from the commercial insurance market, except as otherwise stated herein in Sections D. and/or E. below,  which fully covers its Participating Interest Share. The amounts shown below are for 100% of the Working Interest in the Contract Area. The Parties may adjust the below limits and/or coverage as they may from time to time by a Vote under Article 8.2.1:
1. Subject to the minimum limits and terms specified in Section C.2. and C.3. below, the combined total pollution limits of the Operator’s Extra Expense and Third Party Liability policies shall not be less than $___,000,000 (100%);
2. As a portion of C.1. above, Operator’s Extra Expense insurance with minimum limit of $___,000,000 (100%) per accident/occurrence covering losses or damages resulting from loss of well control, including cost to bring the well under control, restoration, re-drill, and expenses for clean-up, containment, seepage, pollution and/or contamination (including remediation costs); and

3. As a portion of C.1. above, Third Party Liability insurance with combined minimum limit of $___,000,000 (100%) per accident/occurrence for bodily injury and property damage. These policies shall be endorsed to provide blanket contractual liability covering obligations assumed by the Party herein, aircraft liability, watercraft/charterer’s liability, and, shall include pollution coverage (including pollution from a well) in excess of the pollution covered under the Operators Extra Expense policy in Section C.2. above.
D. Any Party may elect to self-insure its Participating Interest Share of the coverage found in Sections C. and/or F. if such Party or its ultimate publicly-traded parent company (or, if there is no publicly-traded parent company, the highest parent company controlling the Party), provided such parent company serves as a guarantor under an unconditional guarantee of payment in favor of the Operator to the extent of said self-insurance, has a credit rating of at least ___ by Standard & Poor’s or A.M. Best, ___ by Fitch, or ___ by Moody’s, or the equivalent rating by a successor entity to either of them. 
(  [Optional provision; check if net worth to be used as additional criteria for self-insurance.]

Additionally, any Party may elect to self-insure its Participating Interest Share of the coverage found in Sections C. and/or F. if such Party currently has and continues to maintain a net worth and unsecured assets in the United States as evidenced by audited financial statements which equals or exceeds six (6) times the amount of insurance the Party elects to self-insure. 
The self-insurance requirements set forth in this Section D., however, shall not apply to usual and customary self-insurance retentions or deductibles to the extent a Party secures policies of insurance from insurers who meet or exceed the requirements stated herein.

E. Each Party may elect to insure, for its Participating Interest Share, any or all of the insurance to be obtained under Section C. and/or F., through such Party's Affiliate insurance company if such Affiliate or its ultimate publicly-traded parent company (or, if there is no publicly-traded parent company, the highest parent company controlling the Party), provided such parent company serves as a guarantor under an unconditional guarantee of payment in favor of the Operator to the extent of said Affiliate insurance company’s coverage, has a credit rating of at least ____ by Standard & Poor’s or A.M. Best, ___ by Fitch, or  ___ by Moody’s, or the equivalent rating by a successor entity to either of them, or such Affiliate insurance company possesses reinsurance from an reinsurer with a credit rating of at least __ by Standard & Poor’s or A.M. Best,  ___ by Moody’s, or the equivalent rating by a successor entity to either of them. 
F. Any Party  that elects not to participate in the insurance to be procured by Operator under Section B. above shall :  

1. give prompt written notice to that effect to Operator; and
2. prior to the commencement of relevant operations, procure and maintain, at its own expense, comparable insurance from the commercial insurance market, except as otherwise stated herein in Sections D. and/or E., which fully covers its Participating Interest Share of the risks that would be covered by the insurance to be procured under Section B. 
G. No determination that a Party meets the criteria established under Section D., E., or F. above shall in any way absolve such Party from its obligation to meet each cash call or advance (except, in accordance with Section D., E. or F., in regards the costs of the insurance policy in which such Party has elected not to participate) including any cash call with respect to damages and losses and/or the costs of remedying the same in accordance with the terms of this Agreement. 
H. The cost of insurance in which all the Parties are participating under Sections A. and B. shall be for the Joint Account and the cost of insurance in which less than all the Parties are participating under Section B. as a result of an election by a Party under Section D., E., or F. shall be charged in proportion to the Parties respective Participating Interest Share.  Any cost of insurance obtained by each Party under Section C., E. and/or F. shall be for the sole account of each such Party and that Party shall be responsible for all such costs, including but not limited to all premiums, deductibles, self-insured exposures, and uninsured or underinsured exposures. 

I. All insurance obtained by a Party under Section C., E., and/or F. shall 
1. Provide the insured the right to waive the insurers rights of subrogation in favor of all the other Parties, the Operator and their insurers on a pre-loss basis and the insured shall waive such subrogation rights on behalf of the insurers, but only with respect to their interests under this Agreement; 
2. provide that thirty (30) days written notice be given to Operator by the insurer or the insured prior to any cancellation of such insurance policy; 
3. be primary to, and receive no contribution from, any other insurance maintained by or on behalf of, or benefiting Operator or the other Parties, but only with respect to their interests under this agreement;  and
4. purchased from an insurer with a credit rating of at least “A-“ by Standard & Poor’s, or A.M. Best, or “A3” by Moody’s, or the equivalent rating by a successor entity  to either of them; or, if applicable, meets the requirements under Section E..
J. [Operator] [Any Party (the “Requesting Party”)] shall have the right, but not the obligation, to require satisfactory evidence of insurance or self-insurance in accordance with this Exhibit from any [other] Party.  In the event that any Party fails to provide evidence of insurance as required herein ("Failing Party") and does not meet the criteria to self-insure as outlined above in Section D. above, the Parties, specifically excluding the Vote of the Failing Party may agree by Vote pursuant to Article 8.2.1 that Operator shall procure and maintain or cause to be procured and maintained any of the insurances specified in Sections C and/or F above for and at the direct expense of the Failing Party.  Nothing contained herein shall be construed to alter the rights and obligations of any Party under this Agreement.  
( [Optional provision; check if Operator will be required to monitor contractor insurance.]

K. Operator shall endeavor to require all contractors performing work with respect to Joint Operations to obtain and maintain any insurance deemed, at the Operator’s sole discretion, as necessary and available for the type of work being performed. 
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