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D. The Government shall be responsible for replacing all pipeline markers to meet applicable
regulatory requirements as referenced in Section 18 of this Lease.

E. The Government shall provide for all maintenance and repair responsibilities referenced in
Section 23 of this Lease.

4. RENTAL Beginning on the Execution Date of this Lease Agreement and continuing until the
Commencement Date, Lessee shall pay a monthly non-refundable Retainer Fee of $12,500 per month
($150,000 per year) until the Commencement Date. During this period, the Government shall have full
rights to the Pipelines' use and revenue to Government for commercial operations provided that Lessee shall
have access to the Pipelines for inspections and shall be permitted by Government to make modifications to
the Pipelines.

On the Commencement Date, Lessee shall begin paying the monthly Base Rental Fee and the Additional 
Rental Fee if any. However, during the Lessee's elected renewal option(s}, Lessee shall pay a new monthly 
Base Rental Fee of $95,833.34 ($1,150,000 per year) with subsequent annual Lease Year adjustments for 
escalation in the B ntal Fee. The Base Rental Fee will be adjusted per by an amount equal to 
the change in this  as compared to the Base Period Index 11. The cha e Base Rental Fee 
relative to $95,833  month may be more or less in any Lease Year after the eleventh (II") Lease Year 
following the Commencement Date as calculated per this paragraph, but may not be decreased below 
$95,833.33 per month. Such Base Rental Fee shall be reduced in proportion to the time the Government is 
exercising its rights to utilize any portion of the leased Pipelines. 
After the first Lease Year, the rates used to calculate the Additional Rental Fee ( /barrel to Texas City 
on the Texas City Pipeline and /barrel to Jon k on the Jones Creek Pipeline) will change in each 
subsequent Lease Year that the hange in the  by an amount equal to the change in this
as compared to the Base Period Index I. The Addi ental Fee may increase or decrease in any
Year after the first Lease Year following the Commencement Date as calculated per this paragraph, but may 
not be decreased below per barrel or  per barrel, as applicable throughout the lease term. , 1 •

5. PAYMENTS - Payments of Base Rental Fee and Additional Rental Fee shall ..(�de within 25
days from the end of the month for which the payment is due. Payments shall be made r;;;.fed wire tmMfer 51 ,:Jc.m oA ,.1:,I 
TREAS Code 021030004 TREAS NYC/CTR/BNF=/AC-89185369 DEPT of ENERGY (SPRO) U.S. dollars -\ff /'-ii�" 
payment the Automated Clearing House (ACH) electronic funds transfer network, usin_g the Federal
Remittance Express Program: Route payments to the Richmond Federal Reserve Bank, ABA#05!036706; 
U.S. Department of Energy account #349003, (either crx or CCD+ format may be used). Contract 
identification (DE-RL96-99P090001) and invoice number should be indicated. Rent payments not received 
by the due date will accrue interest on the amount due from the due date until the date payment is received 
by the Government at the Treasury's Annual Current Value of Funds rate, currently 5% per annum. 
Additionally, a charge to cover administrative costs incurred for processing and handling a delinquent 
account will be assessed. Currently the minimum charge is $13.75 for each 30-day period. A 6% per annum 
penalty on any principal amount not paid within 90 days of the due date shall also be assessed for the period 
of delinquency. 
In lieu of payments (Base Rental Fee, Additional Rental Fee and Retainer Fee) in dollars, at Gove=ent's 
option, Lessee shall provide, or cause to be provided, payment as Crude Oil barrels which meet the 
Government's specifications for storage within the Strategic Petroleum Reserve, provided that there is mutual 
agreement between the Parties on the specific crude grade, price (for volume determination), and delivery 
location. 

6. LESSEE ffiJANTITY MEASUREMENTS - Lessee's measurements for movements into the
Pipelines system will take place at the Lessee's custody meter station.
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Hazardous Liquid Pipelines. Upon request, Lessee shall furnish reasonable operating data to assure the 
Government tbat the Pipelines are being so operated. 

,�- Without limitation of the foregoing, Lessee shall perform the following at its expense: 

A. Any maintenance required to meet 49 CFR !95.402(a) rules and regulations for liquid
hydrocarbon pipelines, or other applicable federal or state rules and regulations for liquid
hydrocarbon pipelines, and any necessary or appropriate maintenance and repair needed during
the Term of tbis Lease Agreement with respect to the Pipelines except as specified in Section
13, including but not limited to appropriate actions to mitigate internal and external corrosion,
leak repair, clean-up, water crossing inspection, valve inspection and maintenance, repairs, or
corrective action. All repairs will be made in a manner that is appropriate for a pipeline with
ANSI 300 fittings and a pressure rating as specified in Appendix A.

B. Operate, maintain and repair, replace, any ground bed, anode, rectifier, bond box or any other
required component owned by the Government and needed as part of the cathodic protection
system for the Pipelines.

C. Implement internal corrosion control measures, as appropriate, such as: chemical treatment
with the proper type and quantity of inlnbitor and/or biocide, periodic cleaning with pigs,
monitoring for the occurrence of internal corrosion by analyzing water and other samples
removed during pig runs, and monitoring of internal corrosion rates with coupons and rate
probes.

D. Maintenance and mowing of the Pipelines right-of-ways.

E. Aerial surveillance of the Pipelines right-of-way.

F. Perform pipe-to-soil potential surveys required by applicable law. Analyze tbe cathodic
protection surveys and identify corrective action needed in light of the surveys, in order to
assure that adequate cathodic protection is provided. The Government reserves the right to
perform periodic cathodic protection tests to verify tbat the Pipelines are being properly
protected.

G. Keep records of all cathodic protection readings, maintenance, monitoring, repair, or corrective
action as required by law, rule, regulation, or valid regulatory action and make leak reports and
safety-related condition reports as required. Such records shall be available for review by the
Government. Upon expiration or termination oftbis Lease Agreement, Lessee shall provide.to
the Government all such records tbat are required by law, rule or regulation to be retained at
tbat time of all maintenance and repairs performed during the Term oftbis Lease Agreement.

H. Repairs due to damage caused by Lessee, its agents, employees, contractors, or assigns.

13. GOVERNMENT - OPERATIONS MAINTENANCE REPAIRS AND ADJUSTMENTS - The
Government shall perform as soon as practical at its expense or, at Lessee's option, compensate Lessee
for Lessee's reasonable cost of performing the following:

A. Any raising, lowering or relocation (hereinafter called "Adjustment") of the Pipelines required
by governmental authority or by any easements, permit or other document to which the
Government's easements rights are subject.

B. Any repairs to the Pipelines tbat are due to latent defects or deficiencies relative to regulations
applicable to the Pipelines.
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