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Now, when production of domestic
crude oil in the United States is fall-
ing and the probability of finding new
oil is dwindling, attention is turning
to methods of increasing recovery
from known oil fields—that is, to the
development of enhanced recovery

technology. Newly developed tech-

nology has already begun to influence
and increase the supply of domestic

- crude oil, particularly in California,
but there is a definite limit to the’

economic feasibility of such addi-
tional recovery, which is set by the
physical characteristics of the reser-
voirs - and their " crude petroleum

fluids. :

The overall recovery of crude oil from
reservoirs in the U.S., using proven,
conventional technology, is now es-
timated at 148 billion barrels, or 32%,
of the estimated 460 billion barrels

- originally in them. Of this, 121 billion

barrels, or 82%, had already been
produced by the end of 1979. If we
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could increase the recovery rate to
42%, say, the present reserves of the
U.S. would be more than doubled.
This would put off the demise of the
age of petroleum in the U.S. for an-
other decade, but more important, it.
would provide time for society to plan
orderly changes with respect to its
fuel supplies. All enhanced recovery
processes have a common goal: to in-
crease the rate of flow of crude oil
within the porous reservoir rock to
economic levels.

Of the oil currently considered re-
coverable, some 20% had already been
discovered by 1920, over a third of it
in California. The two decades fol-
lowing World War I saw finds of great
importance in Texas and Louisiana,
and by 1940, 60% of the nation’s now
known recoverable 0il—88 billion
barrels—had been discovered. After
World War 11, the previous rate of
discovery could not be maintained,
despite the major find of Prudhoe
Bay—the one supergiant field in the
Western Hemisphere with approxi-
mately 10 billion barrels of recover-
able oil. Despite an intensified ex-
ploration effort and growing exper-
tise, it is increasingly difficult to find
new, significant reserves in the U.S.

" (see Fig. 1).-

In recent years, extensions and revi-
sions of estimates of reserves in old
fields—about 1.2 billion barrels per
year—and the discovery of small
fields—about 300 million barrels per
year—have limited the annual de-
cline in reserves in the U.S. to about
1.5 billion barrels. Nevertheless, oil
reserves at the end of 1979-—27 billion
barrels—are now lower than at any
time in the past three decades. Even
if the trend of positive revisions and
minor discoveries could be main-

tained, the nature of the reservoir
production process would cause oil
production in the U.S. to fall to half
its present value before the turn of
the century (see Fig. 2). Only the
discovery of numerous giant and
several supergiant fields can reverse
this trend. However, since huge fields
are usually the first to be found when
a basin is explored, and since they
contribute 65% or more of the oil
produced by those basins (see, for
example, Root and Drew 1979), the
prospects for future discovery of such
fields in the U.S. are not great, given
the nature and the small number of
still unexplored basins. The impor-
tance of enhanced recovery is thus
apparent.

Formation and
production of oil

In order to assess the potential of at-
tempts to enhance oil recovery, it is
recessary to understand how and
under what geological conditions oil
is formed, as well as how it is pro-
duced. Oil has its origin in organic
debris—remains of dead organisms,
probably algae for the most part—
that accumulates in shallow seas and
that is then entrapped in the silts and
clays brought down to the seas by the
rivers cutting through the continents.
Over the years, layers of such sedi-
ments pile on top of one another and
sink to lower and lower depths. As a
result of burial, the temperatures and
pressures to which these layers are
subjected increase, and the organic
material anaerobically decomposes
into hydrocarbons. The liquid hy-
drocarbons that are produced are less
dense than the interstitial water and
are hence buoyed up and rise until
they either encounter a harrier or es-
cape to the surface of the earth. Oil
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that escapes 15 quickly oxidized or
consumed by micreorganisms.

Most oil is trapped in anticlinal folds
beneath strata of shale, dense salt,
anhydrite, or other impermeable
material. Some very large-accurnula-
tions of oil are found in stratigraphic
traps formed when.a layer of perme-
able.sedinent changes laterally to'an
imperméable sedirhent; still others
are-found in the traps formed where
porousrock is sealed by afault. If the
seal on a reservoir is breached by
erosion, the trapped oil will either
escape or be converted to a bitumen
through partial evaporation of its
more volatile constituents. The great
Athabasca bituminous sands of Al-
berta—the:largést. single accumula-

tion of petroleum in the world—were.

.perhaps formed in this manner.

0il accumulates under pressure,

‘which, in most cases, is hydrostatic.
When the rate of sediment deposition
" ig-very rapid, however, equilibrium

with the hydrostatic-environment is-

not maintained, and the pressures
undeér which the oil accumulates-ap-
proach those of the lithostatic, or
rock, overburden. I8 the pressure
differential between the fluids inthe
reservoir and the bofe hole drilled
into it that causes the oil to flow into
the bore.

As the pressure in the reservoir de-
creases, gag is released from solution,
thereby causing an increase in the
total volume of reservoir fluids, some
of which must flow out of the reser-
voir into the bore hole. Keeping the
gradient in the bere hole low, artifi-
cially (for example, by pumping) if
necessary, promotes the spontaneous
flow of oil. The free.gas is immobile at
first, because the individual gas
buhbles are not connected, and
therefore only oil, saturated with gas,

flows ¢ut of the reservoir. As more
and more gas is released within the
reservoir, a critical saturation is
reached at which the gas phase be-
comes mabile; because it is far less’
viscous than oil and the saturation is
increasing, the gas immediately be-
gins to flow. As the flow of gas in-
creéases, the pressure in the reservoir
decreases, owing to fluid withdrawal,

which leads to a stéady decline in oil

production until the economic limit
is reached (Fig. 3).

The economic limit is thf;,prod‘u'ct‘ion
rate at which the value of the oil pro-
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Figure 1. Immediately after the-initial discov-

ery of crude oil in west Texas and: southeast.

New Mexico—the richest oil provinge in the
U.8.—tremendous reserves were discovered,

using clues from surface ‘seological studies. As
the rate of dlscavery waned, there was i éx-

ponential increasein the number of wildcat

exploration wells drilled, but this falled t6 halt,
the decline:
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Figure 2. In order to maintdin the present level
af il pruductmn in the.U:8., the projected de-
cline in production of crude oil from known
reservolrs must:be countered by'the dlscouery
of many dew giarit oil fields and:thé éxpansion
of enhanced recovery operations,

duced is justsufficient to offset the
operating costs, capltal charges,
overhead, royalties, insurance, and

taxes incurred by the business oper-

ation. This limit is reached when
anywhere from a few percent to, oen
the average, 25% of thé original oil in
place has béen recovered, the actual
percentage depending on nunierous
reservoir and.fluid paranieters. The

primary production phase of-a solu-.

tion gas—driven reservoir ends at this
point. -

The economic life of an oil field can be
extended by-an increase in the value
of crude oil relative to the sum of all
the costs invelved in producing it.
Thus, the primary effect of an in-
crease in the price of ‘crude oil is to
extend-theé life of the reservoir at very
low producticn rates. However, con-
tinued production at low and still
decreasing rates will yield only a rel-
atively small amount of additienal
oil. '

Obviously, an 1mp0rtant factor lim-
iting recovery is the rate at which oil

flows from the reserveir. The flow

rate, g, is basically a function of the
pressure gradient within the reser-
voir, dP/dr; the viscosity of the. oil, y;
the thickness of the reservoir, h; and
‘the relative permeability of the res-
ervoir rock to oil, k,; and is given by
the differential form of Darcy’s
equation for radial flow

_ 2nrh.k.k dP/dr

i

where r is the distance between the
hére dnd the point in the reservoir
where the flow is measured, and & is

| the absolute permeability of the res-

ervoir,

The flow rate can be increased either
by increasing the pressure gradient,
as in waterfloodmg, or particularly in
viscous oil reserveirs, by heating the
oil and thereby reducmg the viscosity.
While waterflooding is beneficial in
mamtalmng the pressure, it also re-
sults'in undisplaced oil being immo-
bilized and trapped by capillary
forces, thereby reducing its relative
permeability ‘to virtually zero. The
relative permeability, and hence the
rate of flow, can be increased by in-
jecting either a surfactant, to reduce
the interfacial tension between oil

and water (micellar-polymer flood- -

ing}, or a sdlute, to swell and recon-
nect the. isolated oil masses (carbon
dioxide flooding). .

Thermal recovery |

Reservoir fluids flow through the
porous rock into one or more wells
drilled into the reservoir. The pattern.
of flow as the well is. approached is
radial, and the fluid is crowded into
an ever-decreasing cross-section. As
a result, most-of the pressure drop or
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energy dissipationoccurs very close to
the producing well. Darcy’s: law Te-
written as .

dedr_ﬂU }
q “
or
a_fe_,(gnd

shows that the pressure drop per unit

rate of flow is a logarithmic function
of the ratio of the radius of the resér-

voir, r, to that of the well, . Onecan-

readlly conceive of drilling a larger
bore hole to achieve an increased rate
of flow uhder the pressure available

within the reservoir, but the drilling’

is transferred from the descending
hot fluids to the ascending fluids in
the parallel or concentric pipes. Much
to the chagrin of the operator, fluids

teaching the bottorm of the well are
‘quite. cool owmg to heat loss both
‘through the casingto the earth and as

a result of heat transfer to the as-
cending fluid.

The first truly effective enhanced oil
recovery technique for viscous crude

. oils, $team soaking, was discovered

of large holes all the way from the -

surface is exceedingly expensive.

In practice, a large hole is, -effectively

created by hydraulic fracturing of the

" reservoir.. The well is ﬁlled with a

fluid, and the pressure.is raised to a
value comparable to, or greater than,
that exerted by the- overlying rocks on.
the resérvoir rock (overburden pres-

sure), causing the reservoir to frac-
ture. A viscous gravel-laden fluid is,

then pumped into the fractures in

order to keep them open after the.
. pressure is released. However, the

gam in production using this tech~
nique is limited to a factor somewhat
less than one order of magnitude.

Hence, for a viscous oil réservoir that
can produce only one or two barrels a

day, the absolute gain'in productivity
is usually insufficient to justify the
cost of fracturmg

Because the viscosity of oil falls ex-
ponentially as the temperature rises,
a-more rewarding approach is to re-

duce-the viscosity of the crude oil by

heating the reservoir. In the past,
many operators have attempted to
héat reservoirs by inserting electric
heaters down shallow wells or by cir-
culating heated fluids through closed
loops down to the bottoms of such
wells. Both systems have failed. In-
sertihg heaters down wells does not
work satisfactorily because the con-
ductivity of the reservoir rock is véry
poor, so only the region close to the

- well'is heated. Furthermore, because

tonvective flow is toward the well and
not away from it. into the reservoir,

heat is returned to the Weil and is ex-

pelled with the heated.oil. When hot
fluids are-circulated in ¢losed loops;
the returning fluids reach the surface
at almost the same temperatures at
which they are injected, becauseheat

_quite by accidént in Venezuela. In the

late fifties in the Mene Grande field,
experiments were being conducted

into the injection of steam down

central wells into heavy: 011 TEServoirs,
with the hope of driving the heated oil

‘into nearby production wells. The
steam-injection well blew out. The
operators hastily set about repamng;

the weéll and resuming stéam m_]ec—
tion, but the well blew out. again.

(B‘ldwouts oceurred because of the.
presence of a nearby fault—thesame

type of fault as that through which
the oil had oozed to the surface ini-
tially, giving evidence of the reser-
voirs below.} This second time, the
flow of steam escaping from the in-
jection well was followed by a flow 6f

“hot, low-viscodity oil that pérsisted for

somé time. An idea had béen born
A year latér, the operator of the
Venezuela field was steam-soaking
wells in California: injecting steam for
a few days, a week, or even a month,
and then allowing the heated oil to
flow back through the same well. The.
steam-soak method, also known as
{
1
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Figure 5. When flu_id oil is first removed from
a reservoir, the preéssure differentidl is main-

- tained by release.of gas from sdlution. But as

“more fluid is withdrawn, the pressure drops,

and the rate-at which oil is produced declines:
Therefore, although the reservoir never stops

producing oil, at least in theiry, it doss so more

and more. slowly, and operations must-cedse
"when. the value of the vil produced no longer
offsets the operating costs:

cumulative valume

huff-and-puff steaming, or cyclic
steam stimulation, spread throughout
California. By 1965 almost 20% of
California’s production was from
wells stimulated by steam injection,
and California was once again ablé to
produce more than a million barrels
of crude oilin'a year.

The steam soak is:economically effi-
cient only when the reservoir contains
more than 1,000 barrels of oil per

-acre-foot and s 50 or more feet thick,

so that gravity drainage (the free fall
of oil through the porous media) can
occur, {Units in this paper are those
used in the petroleum industry in'the
U.S.: metri¢ units for viscosity and

‘interfaéial tension, British units for

everything else.) For gravity drainage

“to be effective, the vertical perme-

ablhty—whlch is usually much lower
than the horizontal permeability be-
cause of the way in which the non-
spherical sand grains are packed in
the reservoir rocks—must be good,
and in addition the sand layers must
be relatively free of shale layers that
interrupt vertical drainage. There are
not many oil reservoirs in the U.S.
that satisfy these :’:riteria, and the

- steam sgak is limited in its major

utility to several large fields—Kern
River, Midway" Sunset, Belridge, San
Ardo, and Yorba Linda—in the San
Joaquin, Coastal, and Los Angeles
basins. Because the .steam-soak
method was introduced twenty years
ago, it is now considered conventional
practice, and most of the 6il recover-
able by this technlque has. already
been included in the estimated ulti-
mate recovery ‘of crude oil.

In most instances, the steam-socak
method is being replaced by -a
steam-drive method that has proved
to be extremely efficient in terms of
oil recovery, in some cases increasing
recovery to as much as 70% of the
original oil in place. In a steam- drive
operation, stearn is injected into al-
ternate wells in order to heat the oil
and drive it to adjacent offsetting

" wells. The success of the:method isa

direct functaon of the quantity of la-
tent heat injected, which puts a pre-
mium on the quahty of the steam that
reaches the reservoir. Unfortunately,
the water available to most operators
tends to be braékish at best, and even
after it has been softened, it is im-
possible to generate steam of more
than 80%'quality (viz: weight fraction

of vapor) without serious problems

due to.scale deposition in the steam
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generators. In order to conserve steam
quality, the tubing strings that lead
the steam down the well are fre-
quently insulated.

Recent development work has been
devoted to the fabrication of down-
hole steam generators that” would
avoid the heat loss and resultant loss
in quality between the surface gen-
erator and the sand face. One advan-
tage of down-hole generators is that
pollutants—sulfur and nitrogen ox-
ides—that must now be removed
from the stack gases by scrubbers,
would be injected into the formation,
where they might be efficiently cap-
tured by sorption and chemical reac-
tion with the constituent minerals.
Nevertheless, the reliability of
down-hole generators is still to be
demonstrated.

The steam drive works somewhat
differently than might be expected
from its name. Instead of pushing, or
driving, the oil ahead of it, the steam
. flows over the oil, transferring heat by
conduction to the column of oil be-
neath it. The oil at the interface be-
tween the steam and the oil column,

its viscosity reduced, is then dragged

along by the steam to the producing
well. As the oil is depleted, the steam
zone expands vertically and still
maintains a steam-oil interface. In the
steam-drive system, the steam is thus
called upon to serve two functions: it
both heats and transports the oil. It is
difficult to optimize both functions
simultaneously, and as a result, some
steam must always be circulated
through the formation without con-
densing, in order to provide the
driving force to displace the heated
oil. Even in some of the most favor-
able reservoirs, it is necessary to use
energy equivalent to burning at least
25% of the crude oil produced, in
order to generate the required
amount of steam, and in California
the current average is about 35%.

The extension of the steam-drive
system to very viscous oils—bitu-
mens—that must be heated to still
higher temperatures than the lower-
viscosity, but still viscous, crudes in
California—say, 350°F—for the vis-
cous oils to become sufficiently mo-
bile is limited by the fact that still
greater percentages of the oil pro-
duced must be consumed for boiler
fuel. There is a similar limitation for
reservoirs that contain less than 500
barrels per acre-foot, since it requires
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almost that much fuel to generate
enough steam to effectively heat an
acre-foot of reservoir sand to the re-
quired temperature.

Research is currently underway to
increase the efficiency of steam-drive
systems. Physically scaled models of
the crude oil reservoirs and the
steam-drive process, which have been
used to study the effect of various

fluid and reservoir parameters on the
" steam drive, are now being used to

study the possibility of substituting
an inert gas for some of the steam and
generating a foam of steam and a
noncondensable gas that would be a
more efficient displacing fluid.
However, one of the best ways to in-
crease the applicability of the steam
drive is to substitute coal for crude oil
(or residual fuel oil) as the boiler fuel.

The cost of a coal-derived Btu of heat’

energy will probably always be less
than that of an oil-derived Btu, and
the substitution of coal for oil would
release more crude oil for downstream
refining and conversion to desirable
liquid fuels. The use of coal for gen-
erating steam in the oil fields might
be the most efficient coal-liquefaction
process.available to the nation!

In another thermal recovery method,
quenched in-situ combustion, what
amounts to a steam drivé is generated

_in situ by the simultaneous or alter-

nate injection of air and water into a
burning reservoir. Originally in-situ
combustion was expected to work
simply by propagating a fire front
within the reservoir. However, early
attempts to employ dry in-situ com-
bustion resulted in numerous oper-
ating problems: corrosion of the pro-
ducing wells, production of very tight
emulsions of water in oil that were
difficult to treat, and high operating
and maintenance costs of the high-
pressure, high-volume air compres-
sors that were used to deliver millions
of cubic feet of air per day at dis-
charge pressures of about 1,000 psi.
Research studies at the Shell Labo-
ratories in Holland revealed that it
was pqssible to inject water and air
simultaneously, thereby causing the
water to absorb the heat of combus-
tion and be converted to steam with-
out dousing the fire or inhibiting the
advance of the combustion wave. The
water/air ratio is not very critical to
the success of the operation. The chief
advantage of this process over direct
steam injection is that the steam is
generated in situ, and the overall

thermal efficiency is therefore much
higher. However, many of the oper-
ating problems associated with in-situ
combustion persist, and use of the

. technique has not become wide-

spread. Nevertheless, two very suc-
cessful, low-pressure operations are
now underway in northern Louisiana
within reservoirs containing crude oil
of intermediate viscosity. '

No less than two billion barrels of
crude oil will be recovered in the U.S.
by steam-drive technology, a scheme
conceived initially in a research lab-
oratory and developed subsequently
in numerous pilot operations in the
field. If continued research and de-
velopment are successful, it may be
possible to recover by this method as
much as five billion barrels of oil in
the U.S. and a hundred billion or
more barrels in Canada and Venezu-
ela, where vast accumulations of bi-
tuminous sands are found.

Chemical flooding

During the fifties and sixties, water-
flooding was the predominant meth-
od for supplementing recovery from
solution gas-drive reservoirs. The
technology was first developed in
Pennsylvania in the 1890s. Corrosion
of the casings—pipes cemented into
the bore holes to prevent both their
collapse and contamination of surface
waters by oil-——caused by electro-
chemical cells set up by contact with
groundwaters of varying salinity and
oxidation potential occurred rela-
tively frequently in the early opera-
tions in Pennsylvania. Holes in cas-
ings opposing shallow aquifers per-
mitted water to pour into the wells
and down into the underlying reser-
voirs. The encroaching water had the
effect of maintaining the pressure in
the reservoir and physically displac-
ing some of the crude oil ahead of it.
Several operators, correlating a bet-
ter-than-average oil production with
the occurrence of casing problems in
offsetting wells, conceived the idea of
purposely injecting water into wells
alternating with producing wells in
order to offset the natural decline in
reservoir pressure as oil is removed.

The state of Pennsylvania quickly
outlawed this practice, on the basis of
erroneous deductions by some geol-
ogists, who claimed that contamina-
tion of oil sands with water would
destroy their productivity. This pro-
hibition gave rise to gangs of moon-
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Figure 4. As a result of waterﬂoodmg, an oil
field shows a secondary peak in produchon
Shortly thereafter, the fraction of water in the
fluids produced increases rapidly. Since it costs
as much to lift a barrel of water as a barrel of

oil, the net cost per barrel of oil goes up rapidly,

and a second economic limit is reached.

light casing-cutters (“a leak is’ a
leak’), who plied their trade
throughout the oil fields of Appala-
chia. They, along with the rum run-
ners, lost their jobs when the prohi-
bition against waterflooding and the
Volstead Act were 31multaneously
repealed.

Waterflooding rapidly became an art

in the oil fields of Pennsylvania but

.did not begin to spread to the rest of

the country until the late thirties,
when the pace of new oil discovery

slackened. The interest in water-

flooding was further stimulated by
the observation that in many of the
giant reservoirs discovered in east
Texas in the thirties, production was
very prolific because there was no
decline in pressure, due to natural
influxes of water from adjacent aq-
uifers. The recovery efficiency from
the east Texas reservoirs, which con-
tain uniform, clay-free sands, may
exceed 70%. Unfortunately, the only
other place where such reservoirs
occur to any extent is south Loux-
siana.

Overall, waterflooding is raising re-
covery efficiency by a factor of about
1.5 to 2 over that produced by solu-
tion gas drive alone, to an average of
about 40% of ‘the original oil in place
in the U.S. Not all reservoirs can be
waterflooded, however, due to prob-
lems such as heterogeneous sand de-
velopment or diverse ownership of
the mineral rights to a reservoir. The

_production history of a reservoir

subject to waterflooding is shown in
Figure 4. The secondary development
peak occurs relatively soon dfter the
onset of waterflooding, and shortly
thereafter, the production of water
increases rapidly, at the expense of
the oil production. Waterflooding

primary peak of oil production

Production rate .

- water production

secondary peak of oil production

economic limit
at lower price

economic limit
at higher price

entails many additional costs: the
costs of treating the water for injec-
tion into the fine pores (50-100 mi-
crons, say) of the reservoir; the cost of
fighting brine-borne sulfate-reducing
bacteria—Desulphovibrio desul-
phuricans, which is an extremely re-
sistant strain—that lead to sulfide
corrosion and the accumulation of
organic masses on the reservoir sand
face, which reduce its permeability to
water; and the sheer cost of power for
injecting and then lifting as much as
ten volumes of brine for every volume
of oil produced. The oil industry in
the U.S. today produces about 6 to 7
barrels of water for every barrel of
oil.

There are two principal reasons why
a waterflood fails to recover more of
the oil: the pores within the reservoir
rock are not uniform in size (Fig. 5),
and the water is usually less viscous
than the oil. What happens is that the
fluids move faster through the larger
pores (Fig. 6), and once a water-oil
interface gets ahead of the average
position, the flow of water is acceler-
ated relative to that of oil because of
its lower viscosity. Hence, in most
reservoirs, the water eventually tends
to flow as a finger through the oil and
bypass some of it. This effect is less
pronounced than might be antici-
pated on the basis of the heterogene-
ity of the pores, owing to the fact that
it is water, not oil, that preferentially
wets the minerals comprising the
reservoir. As a result, water is taken
up by the fine pores of the reservoir
rock. As the oil is forced through a
constriction into a pore already filled
with water, the changing curvature of
the oil glob affects the distribution of
capillary pressure on its surface in
such a way that the water streams to
the constriction and cuts off the oil

Time ———————p»

thread, leaving it surrounded by
water. Once the leading edge of the oil
glob has been snapped off, the pres-
sure required to deform it so that it
can squeeze through the constriction
is so great as to be unattainable
without rupturing the reservoir it-
self.

The injection of surfactants in aque-
ous solution to affect interfacial ten-
sion and reduce capillary pressure to
a level that would permit release of
immobilized oil was proposed many
years ago. To lower the capillary
pressure by this amount would re-
quire lowering the interfacial tension”
between oil and water to about 103
to 1074 dyne/cm—several orders of
magnitude less than the normal val-
ues of about 20 to 30 dynes/cm. Such
a reduction can indeed be achievedin
vitro, but in crude oil reservoirs the
effectiveness of simple surfactants is
vitiated by adsorption of the surfac-
tant onto reservoir minerals, salting-
out by reservoir brines, and bacterial
degradation. Even more important, a
low interfacial tension prevents the
fine pores from taking up water and
permits the surfactant solution to
finger from the injection well to the
production well quite rapidly. Very
sophisticated solutions of surfactants,
co-surfactants, and inorganic salts
have been developed that overcome
many of these problems. The solu-
tions are frequently loaded with
water-soluble polymers, hydrolyzed
acrylate polymers, and polysaccha-
rides, to prevent fingering and to
improve the sweep of the reservoir by
the injected solution. They are known
as micellar-polymer fluids, because
the surfactant is usually present at
concentrations above the critical
concentration for micelle formation;
unfortunately they are very expen-
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efficiency are the heterogeneity in grain and
pore sizes, shown in this scanning electron
micrograph of a reservoir sand (enlarged ~75
times), and the viscosity of the crude oil, which
is greater than that of water.

sive. Although extremely encouraging
results have been obtained with nu-
merous formulations in many labo-
ratories, pilot studies in the field have
so far been generally discouraging.

One of the great problems in devel-
oping effective chemical floods for use
in real reservoirs is our inability to
scale the process: physically in the
laboratory. The laboratory experi-
ments are done on sand packs and
stacked cores 5-7 cm in diameter that
have been taken from the reservoir,
and the experiments are over in hours
or days; in the reservoir, however,
dimensions are measured in hundreds
of meters and time scales in years.
The problem stems from the impos-

sibility of simultaneously scaling ad--

sorption and capillarity on the one
hand and viscous fluid flow on the
other. It is conservatively estimated
that 250-500 million dollats has al-
ready been spent on research and
development studies of chemical
flooding. Reviewers of the technology
on behalf of the U.S. Department of
Energy and the Office of Technolog-
ical Assessment of the U.S. Congress
have concluded that there is not
much prospect for a significant con-
tribution to enhanced oil recovery
from chemical flooding in the coming
decades. The process seems to require
more sophisticated control than can
be achieved in the oil field, where,
once the fluids are injected, the res-
ervoir itself takes over. However, the
promise of the method is so great that
research is continuing despite the
disappointments.
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Figure 5. The chief factors limiting recovery *

Carbon dioxide flooding

"At the time of the Suez crisis in the

late fifties, the oil industry, faced with
the curtailment of supplies to western
Europe (the U.S. was not a significant
importer at the time), engaged in a
sizable amount of research and de-
velopment work in solvent, or misci-
ble, flooding. The preferred solvent
was LPG (liquefied petroleum gas,
primarily propane), which was then
in little demand and was relatively
inexpensive. The theory behind the
idea is quite straightforward. A slug-

and the gradual increase in the value
of LPG as a feedstock for the petro-
chemical industry terminated further
work on this process.

Owing to the more sustained oil-
supply problems of recent years, at-
tention has again turned to the po-
tential of so-called miscible flooding.
It was discovered that carbon dioxide
at high pressures has a significant
solubility in most crude oils, although
there is a miscibility gap at mol frac-
tions above 60%, even at pressures as
high as 5,000 psi. Field pilot studies

of LPG—about 5% of the size of the>~have demonstrated conclusively that

reservoir, say—is injected into the
reservoir, as a result of which the re-
sidual crude oil, which is miscible
with LPG, is banked up ahead of it.
The LPG is followed by natural gas,
which, since the two are miscible,
displaces it, and water, which, be-
cause of its higher viscosity, displaces
the natural gas in a pistonlike fashion.
Field tests gave rather disappointing
results, however. The principal
problem was traced to the fingering of
LPG through any oil bank that de-
veloped, owing to its much lower vis-
cosity. In other words, fingering due
to an unfavorable viscosity ratio and
reservoir heterogeneity occurs in both
miscible and nonmiscible displace-
ment. The ending of the Suez crisis

oil

Figure 6. Water injected into the reservoir will
advance faster in some interstices than others,
because of the heterogeneity of the porous
network. The oil in the bypassed channels be-
comes trapped by capillary forces. This sche-
matic representation of water invasion in par-
allel pores originally filled with oil shows (top
to bottom) the water as it first enters the pore,
the oil/water boundary moving faster in the
upper channel, and the snap-off and retraction
of the oil thread in the lower pore. Once iso-
lated, the pressure required to release the oil is
unattainable in practice.

carbon dioxide at high pressures will
mobilize and displace oil trapped by
waterflooding. However, the amount
of carbon dioxide required to recover
an_additional barrel of crude oil was
found to be quite high——as much as
30,000 standard cubic feet, compared
to a theoretical value on the order of
2,000. Such a high consumption of
carbon dioxide negates the economic
feasibility of the process.

The actual mechanism by which the
carbon dioxide recovers crude oil is
the subject of much discussion in the
technical literature, but precise
comprehension could lead to break-
throughs in the optimization of car-
bon dioxide use. Some investigators
believe that carbon dioxide functions
by extracting some of the lighter
components of the crude oil, thereby
forming a new phase that can misci-
bly bank up and displace the residual
crude. Others believe that the carbon

" dioxide condenses in the residual oil

to form such a new, miscible phase.
Considering the experience with LPG
flooding, it seems unlikely that a rel-
atively small volume of a miscible
fluid can maintain its integrity and
stabilize the displacement process.

‘Studies based on scaled physical

models have provided further insight
into the mechanism of carbon dioxide
displacement. In most applications,
carbon dioxide is in dense gaseous
form, since the critical temperature is
only 88°F. At supercritical pressures,
carbon dioxide may have a density
that exceeds that of the crude oil and
approaches that of water. The vis-
cosity of the dense gas is usually less
than 0.1 centipoise—much less than
that of water—and when injected into
a waterflooded reservoir, this low-
viscosity carbon dioxide tends to
finger through the more viscous
aqueous phase that saturates most of
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the reservoir volume. It is only after .

carbon dioxide has displaced a sig-
nificant amount of water that it can
reach the residual oil that has been
occluded and immobilized by the
water. Upon contact, it dissolves in
and swells the oil globs. Erstwhile
immobilized globs begin to touch each
other, and the relative permeability
to the oil phase again becomes large
enough for oil to flow.

It can be seén that this process is ba-
sically inefficient, because the carbon
dioxide has to displace the water be-
fore displacing the residual crude oil.
As a result, the quantity of carbon
dioxide theoretically required for
mere volumetric replacement of the
crude oil—about 2,000 standard cubic
feet per barrel-—cannot be achieved.

The work to date suggests that’

7,000-10,000 standard cubic feet per
barrel may be the best that can be
done. This is accomplished by in-
jecting carbon dioxide in discontin-
uous slugs, rather than as a continu-
ous stream. Although this lowers the
amount of carbon dioxide that is re-
quired, it also reduces the percentage
recovery of the residual crude-oil.

The minimum cost of carbon dioxide
consists of the costs of compression
and prevention of corrosion—on the
order of $0.50 to $1.00 per thousand
standard cubic feet—plus the cost of
procuring it. There are some natural,
subsurface accumulations of carbon
dioxide in the U.S., notably under the
Jackson Dome in Mississippi and in
several structures in the Rocky
Mountains. Carbon dioxide from such
sources would have to be piped to the
oil fields, and the ultimate cost is es-
timated to be in the range of $1 to $2
per thousand cubic feet. Another
potential source of carbon dioxide is
in the stack gases of power plants and
other industrial installations that
burn fossil fuels; the gases would have
to be purified to reduce—or virtually
eliminate—the nitrogen content,
since nitrogen is not as soluble in
crude oil as carbon dioxide at com-
parable pressures. The cost of puri-
fication has been estimated to be on
the order of $1 to $2 per thousand

cubic feet. If adequate supplies of .

carbon dioxide can be made available,

billions of additional barrels of crude

oil may be recovered in the U.S. by

this process; however, it is important

to note that the use of carbon dioxide

will add $15-50 to the cost of each
- barrel of oil.

Research and development have al-
ready led to the implementation of
the steam-drive process for the ex-
tensive recovery of viscous crude oils
from reservoirs with a high saturation
of petroleum. The additional pro-
duction that results—over 300,000
barrels per day at the present
time—may be increased to as much as
500,000 barrels per day by 1990 if
developments in progress, including
the substitution of coal as fuel for the
steam generators, come to fruition.
Although work with carbon dioxide
has been transferred successfully
from the research laboratory to
demonstrations in the field, more
optimization is required to ensure a
marginal economic return. Currently
available solutions for micellar-
polymer flooding may be limited to
use in shallow reservoirs, where many
wells can be drilled per unit area and
fluid velocities are consequently high,
thereby compensating for the current
failure to achieve ultralow interfacial
tensions.

In view of the.stark decline in pro-
ducing capacity in the U.S. and the
low probability of finding a signifi-
cant number of giant and supergiant

‘fields in the future, the enhanced oil

recovery technology developed to
date can, at very best, be counted on
only to slow down the decline in do-
mestic crude oil supplies. Because of
the national need, continuing efforts
are certainly called for, but they
should not be substituted for the de-
velopment of alternate energy
sources.
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“Another one inhabited. That’s three down and
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SEISMIC MAPPING OF HYDRAULIC FRACTURES ' .
MADE IN BASEMENT ROCKS N

by

J. N. Albright
R. J. Hanold

Los Alamos Scientific Laboratory
Los Alamos, NM 87545

ABSTRACT

‘ A study of the phase arrival times and polarization of microseismic

- signals has provided sufficient information to define the size and orientation
of hydraulic fractures created at -a depth of 3 km in dry hot basement rocks.
Seismic signa]s in-the 750 to 2250 Hz bandpass have been detected by geophones
positioned in a borehole adjacent to the well from which the fracture originates.
Preliminary mapping of the fracture shows it to be vertical, or nearly so, at
least 140 m in length and 300 m in height, and striking NNW.

INTRODUCTION

For the last three years, the Los Alamos Scientific Laboratory has been

actively investigating the potential for, and problems associated with, ex- .

~tracting geothermal energy in those parts of the United States that contain -
dry, hot rock at moderate depths. At sufficient depth, rock hot enough to be
potentially useful as an energy source exists everywhere, and in many places-
it is at depths shallow enough to be reached at moderate cost with existing
equipment. In the Los Alamos concept, a man-made geothermal reservoir would
be formed by drilling into an identified region of suitabley hot rock, and
then creating within the rock a very large surface area for heat transfer by
use of large-scale hydraulic- fractur1ng techniques developed by the oil in-
dustry. After a circulation loop is formed by dr1111ng a second hole into
‘the top of the fractured region, the heat contained in-this reservoir would
be brought to the surface by the buoyant circulation of water. The water in
the loop would be kept liquid by pressurization at the surface, thereby in-
creasing the rate of heat transport up the withdrawal hole compared to that
possible with steam. Figure 1 is a schematic diagram of a man-made geo-
thermal system. -

LASL'S GEOTHERMAL ENERGY PROJECT4

The ihitia] geothermal source demonstrafion presently being conducted
by LASL is located on the Jemez Plateau in that part of the Rocky Mountains _
extending into northern New Mexico. As a result of relatively recent volcanic

ITlustrations at end of paper. _ s
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activity, a large amount of heat is still retained in the rock underlying '’
the area within a few kilometers of the surface. On the basis of extensive
studies and field experiments, the "Fenton Hi11" site (about 32 km west of

Los Alamos) was selected for development of the first dry hot rock energy
experiment. The primary objective of the dry hot rock geothermal energy
extraction experiment is to investigate and demonstrate the techniques of
drilling into hot granitic rock, fracturing it by hydraulic pressure, produc-
ing connected circulation loops and then circulating water to extract the heat
and transport it to the surface.-

The first exploratory borehole drilled at the Fenton Hill site was de-
signated Geothermal Test Hole No. 2 (GT-2). The Precambrian granitic surface
was reached at 733 m and drilling continued to a final depth of 2932 m. Numer-
ous experiments were conducted in various zones extending from 2789 m to the
bottom of the borehole. A series of hydraulic-fracture-initiation, fracture-
extension, and pumping experiments were conducted in these ‘zones to determine
principal tectonic stress, stress variations, and the leak-off rate of the
fracturing fluid. A fracture near the bottom of GT-2 was eventually extended

" to a radius of approximately 70 m and measurements were performed to character-

ize this fracture. The first energy extraction borehole (EE-1) was drilled ad-
jacent to GT-2 to a depth of 3064 m with a measured bottom-hole temperature of
205°C. The first downhole circulation loop was attempted by employing direc-
tional drilling techniques to turn the EE-1 borehole to intercept the fracture
created in GT-2. It was important to obtain the dimensions and orientation of -
the hydraulic fracture to achieve intersection of the fracture system with the
second borehole (EE-1). Development of downhole instrumentation capable of
characterizing the hydraulic fracture system in the high- temperature and high-
pressure borehole environment was therefore requlred )

ACOUSTIC FRACTURE MAPPING TECHNIQUES

A downhole triaxial geophone package was employed to detect acoustic
signals from discrete fracturing events as the hydraulic fracture was extended.
Records obtained with this instrumentation established the existence of detect-
able microseismic events uniquely associated with the reinflation and extension
of a hydrualic fracture previously created in GT-2. Signals from the micro-
seismic events contained sufficient information to determine the foci of the
events. By assuming that the locus of the events originated from the fracture
plane intersecting GT-2, the fracture can be mapped in space (size, shape, and
orientation) and time (growth during injection). The borehole and fracture
geometry and the geophone positions for the experiment are shown in Fig. 2.

The hydraulic fracture to be mapped originated at 2.8 km in a Tined section of
GT-2 that had been perforated and then milled out. Four observation stations
were occupied in succession in an uncased section of EE-1 by a three-component
geophone package capable of being repeatedly repositioned and coupled directly -
to the borehole walls. The magnetic orientation of the package at each depth
was determined from an Eastman Whipstock magnetic survey tool attached to the

_bottom of the geophone package.

Fluid injection into the hydraulic fracture lasted for a perioé‘of 1 hour.
Each geophone station was occupled in turn for 15 min, and at the termination
of the experiment the first station was reoccupied for another 15 min. During
the time the geophone package was positioned at the first location, the frac-
ture was being inflated. Fracture extension commenced at some time during the
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occupation of the last three stations. The fracture maps obtained are
horizontal projections of microseismic event foci occurring within an inclina-
tion of £ 10 degrees of the horizontal at the specific depth of measurement.
In effect then, the maps represent projections of horizontal bands across the
fracture face in which seismic activity is occurring. The observed signals,
which are bandpass filtered between 750 to 2250 Hz, exhibit both compressional-
wave, and shear wave arrivals. Hence from a determination of the arrival
times of each phase the distance to the focus of an event can be measured.
Furthermore, since the signals were recorded by orthogonally oriented geo-
phones, hodograms or Lissajous figures of particle velocity can be used to
determine the azimuthal approach of the signal.

ANALYSIS OF DISCRETE MICROSEISMIC SIGNALS

The events, originally recorded as analog signals on magnetic tape, were
digitized at 50 ps/sample and bandpass filtered between 750 and 2250 Hz for
analysis. This filter selection was empirically determined as a compromise in
avoiding high noise levels at low frequencies and aliasing in spectra] analyses.
"The signals exhibit discernible p- and s-wave arrivals. The time interval
between the arrivals can be measured, and the propagation velocity of the
respective waves is known:. therefore, the distance to the source of events can
be determined. Generally, an s-wave arrival can be identified with little
difficulty. It shows up clearly within the p-wave coda of signals as a high-
amplitude arrival on vertical geophone records and as a phase and amplitude
change on the horizontal geophone records. This is not the case with the
p-wave onset, because the signal is emergent above the ambient noise level,

The combined error in estimating the time interval between the p- and s-wave
arrival times is about + 0.5 ms, resulting in a 4-m uncertainty in distance
determinations. :

Provided that the time interval between p- and s-wave arrivals from an
event can be determined and that the wave velocities are known, only the -
arrival direction of the signal is needed to define the focus of an event.
Because p-waves are linearly polarized in the direction of signal propagation,
the azimuth and inclination of the signal polarization describes the direction
to an event focus. The signal azimuth and inclination can be determined by
_ inspecting velocity hodograms of two components of the velocity amplitude of
~a signal. constructed from the geophone recordings. Figure 3 is a sequence of
hodograms of a signal arrival recorded by the horizontal geophones. Clearly
shown is the noise before p-wave arrival, p-wave onset, linear polarization of
the p-wave defining the signal azimuth, and s-wave onset. The inclination to’
the source can be determined from a s1m11ar hodogram, one axis of wh1ch wou]d
necessarily be the vertical component of velocity amplitude. .

MEASUREMENTS OF CONTINUOUS RADIATION -

Continuous seismic radiation was also observed dur1ng these exper1ments.
The signal is clearly seen when records containing the microseismic events :
are low-pass filtered at 30 Hz. Although a thorough study of these signals has ~
not been made, the radiation appears useful in determining fracture orientation.
The dominant frequency of the radiation is 7 Hz, which corresponds to the
frequency of pump strokes during injection. The signal appears only after the
volume of fluid injected into the fracture approaches that necessary for extension.
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A nodogram of the horizontal velocity amplitude components of the radiation,
Fig. 4, shows that the radiation is elliptically polarized with the azimuth of
the major axis of the ellipse closely corresponding to the fracture direction
that is defined in maps of microseismic event foci. As a consequence, infer-
ences can be made that the radiation is excited by pumping induced pressure
fluctuations in the wellbore from which the fracture originates, and that the
signal detected results from disturbances traveling along the fracture faces.

. Measurements based on records of continuous radiation are of limited use,
because without substantial advances in theory neither the distance to a
" hydraulic fracture from an observation station nor the size of a fracture can
be determined. Nonetheless, the method has provided additional measurements
of Tracture orientation, and for this reason, is important to develop.

~ FRACTURE MAPPING EXPERIMENTS

Figure 5 shows a projection to the horizontal at a depth of 2.81 km of
the foci of events occurring during the initial 13.5 m® (3560 gal) inflation
of the GT-2 fracture. EE-1 is located at the origin; radii are given for the
distance to foci in terms of the time interval between p- and s-wave arrival
times 1n milliseconds, and also in terms of 'the estimated distance to the
events. Activity was clustered and is probably occurring near the GT-2 bore-
hole. The trace of the fracture plane strikes NNW. Magnetic north at this
depth in EE-1 is indicated on Fig. 5.

Khen the station at 2.81 km was reoccupied, fluid injection had been
stcpped at 45 m® and the system had been shut in at the operating pressure.
The events that-occurred during this interval are shown in Fig. 6. Even
though injection had ceased, activity was pronounced. Comparison with Fig. 5
shows that in the period between successive observations at this depth,
activity had increased to extend along a line exceeding 140 metres. The
orientation of the fracture is clearly defined as N27W. Figure 7 combines the
cata of Figs. 5 and 6 and shows how the locus of events .along the fracture has
grown with time. These data suggest that the fracture should be able to be de-
fined from geophones positioned in the borehole in which. the fracture originated.

Hydraulic fracture microseismic event foci were also determined at depths
of 2.94 km and 3 km during inflation and extension of the fracture, The data
were of sufficient quality and number to define the fracture orientation and
length. The activity was observed to be less pronounced than at the 2.81 km
depth and it occurred over a shorter band. The strike of the fracture exhibited
a considerable counterclockwise rotation of 30°. The length of the fracture at
3 km is considerably less ‘than that at 2.8 km. This observation, combined with
the reduced activity at 3 km is evidence that the fracture probably terminates
near this depth. Pronounced activity and the greatest fracture length is found
at 2.8 km - an indication that the fracture extends upward from this depth.
Induced potential logs indicate that the fracture probably extends upward at
Teast to 2.7 km. The total vertical dimension of the fracture must therefore
exceed 300 m. '

The apparent warp of the fracture is best shown by the three-dimensional
perspectives given in Figs. 8 and 9. The horizontal lines denote equivalent
depths. In the model the fracture is shown as symmetric about the GT-2 well-
bore, and the shape of the fracture is represented as a regular form with




lateral dimensions corresponding to those determined from microseismic event
foci, The orientation of the fracture with respect to magnetic north changes
30° counterclockwise in the depth interval in which the measurements were-
made. This amount of rotation is beyond the range of the experimental error.
One interpretation of the apparent rotation is that the hydraulic fracture
itself may not be warped, but rather the direction of the ambient magnetic
Tield may change over the vertical distance of measurement, Because conven-
tional magnetic borehole surveys of GT-2 before fracturing did not show any
anomaly at the depths in question, this is probably not the case. If, on the
other hand, the warp of the fracture is real, it must be produced by the stress
distribution changing with depth in the host rock.

CONCLUSIONS

Hhen taken collectively the results of each of these measures of fracture
size and orientation gives confidence that the immediate goal of drilling
through a hydraulic fracture targeted in .space by remote geophone sensors may
soon be realized. The downhole acoustic experiment has proven to be a success-.
ful field technique. One area of major concern in the true orientation of the
-.seismic sonde downhole. It is important to determine the position of the tri-
axial geophone cradle once the instrument -package is locked into the borehole
wall. :
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Figure 5. Foci of Microseismic Events Recorded at a Depth of 2.81 km During
the Initial Period of Inflation.
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Figure 7. Foci of Microseismic Events Recorded at a Depth of 2. 8] km (Comb1ned
Data of Figure 5 and 6).
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Figure 8. Three-Dimensional Perspective of .the Fracture Originating in GT-2
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NOTE: EFFECTIVE FEBRUARY 1, 1977, INCREASE IN
RENTAL RATE FROM $,50 TO $1.00 PER ACRE ON ‘
NON~COMPETITIVE OIL AND GAS LEASES. Circular No. 2357

QSSIGNMENT FILING FEES INCREASED FROM
10.00 to $25.00.

REGULATIONS PERTAINING TO:

OlL AND GAS LEASING

- . As contained in Title 43 of the Code of Federal Regulations
"EuB3J
Ol

oO& LT

}

-/

U.S. Department of the Interior

. Bureay of land Management

Reprint of regulations current as of January 8, 1974



PART 3100—0IL AND GAS LEASING
Subpart 3100—0il and Gas leasing; Generai

Sec.

3$100.0-3
3100.0-8
1100.0-7
3100.0-9

Authority.

Defin{tions.

Cross references,

Limitation on time to Institute
suit to contest & Secretary’s
decision.

Heilum.

Ownership and rights.

Mineralas subject %0 leasing.

Clil and gas.

Dratnage.

Compensation for drainage.

Drilling or payment 0f compensa-
tory royalty.

Protective leasing.

Multiple development.,

Options.

Enforceability.

Chargeable acreage.

Perted of option.

Acreage in cooperative or unit
plan.

Option statements.

Leases within unit aress,

Joinder avideace required.

Separate lcases to lssue.

Boundaries:. of known geclogic
structures.

Determination by Geological Sur-
vey.

Notice of determination.

3100.7-3 Date determinative of rights.

3100.7-4 Raquess for determination.

Subpart 3107 ~—lands Subject to Leasing

3101.1 Public domatn.

3101.1-1 Classes and termas.

3101.1-2 Lands In entries or clalms not im-
pressed with a reservation of oil
and Zas.

Unsurveyed lands.

Description of lands In offer.

Acreage limitation.

Effect of Mulitiple Mineral Develop=
ment Act of August 13, 1954.

Acquired lands.

Lands to which the Act does not
apply.

Sale or conveyance of land.

Description of lands in offer.

Acreage limitation.

Present Interest.

‘Puture Interest.

Exchange of leases.

Withdrawn, reserved, and segree
gatad lands.

Drainage.

Requirements.

Reserved and segregated lands.

Spectal leasing acts.

Rights-of-way.

Nevada.

Landa patented to tha State of
Calliforania,

National Forest lands in Minnesota,

Lake Mead Recreation Area,

National Forest Wilderness,

Whiskeytown-Shasta-Trinity Nae
tlonal Recreaticn Area.

Subpart 3102—Quatiflcations of Levsees
3102.1 General.
3102.1-1 Who may hold interests,
9102.1-2 Bona fids purchaserz.
31022 Individuals.
3102.2-1 Statement of citizenship.
3102.3-2. Preference right of patentee or ene

3100.1
3100.1-1
31003
3100.2-1
31003
3100.3-1
3100.3-2

3100.3-3
3100.4

3100.5

3100.5-1
3100.5-2
3100.5-3
3100.5—4

3100.5-3
31008
3100.8-1
3100.6-2
3100.7

3100.7-1
3100.7-2

3101.1-3
3101.14
3101.1-5
3101.1-6

31012
3101.2-1

3101.2-2
3101.3-3
310124
3101.2-8
3101.2-8
"3101.2-7
3101.3

3101.3-1
3101.3-2
3101.3-3
3101.4

3101.4-1
3101.4-2
3101.4-3

3101.4—4
3101.4-8
3101.4-8
3101.4-7

trymaan.
Assoctation {ncluding partzership.
Statements.
Corporations.
Statements,
Guardian or trustee,
Statements.
Evidance previously filed.
Attorney-ln-fact. ’
Statemeats.

3102.3
3102.3-1
3102.4
3102.4-1
3102.3
3102.5-1
9102.3-2
1102.6
J102.8-1

Sec.

3102.7
3102.8
3102.9

Showing as to sole party In interest.

He'rs and devisees (estates),
Municipallties.

Subpart 3103—Fees, Rentals, and Royalty

3103.0-3
J103.1

3103.1-1
3103.1-2

3103.1-3.

3103.2

3103.2-1
31033

3103.3-1
3103.3-2
3103.3-3
3103.3-4
3103.3-5
3103.3-8
3103.3-7

3103.3-3

3104.0-5
3104.1

3104.1-1
3104.1-2
3104.1-3
3104.2

3104.2-1
3104.2-2
3104.2-3
31043

3104.3-1
3104.3-2
3104.3-3
3104.3-4
3104.3-8
3104.2-8
3104.4

3104.4=1
3104.4-2
3104.4-3
3104.5

3104.3-1
3104.6

3104.6-1
3104.6-2
3104.7

3104.7-1
3104.7-2
3104.7-3
3104.7-4

3104.2
3104.9
3104.9-4
3104.9~3

Authorities.

Payments.

Form of remittance.

Where submitted,

When submltted.

Fees.

General statement.

Rentals and royaitles,

Rental requirements.

Advance rental payments.

Practional interests.

Royalty on production.

Minimum royalttes.

Limitation of overriding royalties,

Waiver, suspension or reduc:ioa of
rental or minimim royslty.

Suspension of operations and pro.
duction.

Subpart 3104—"B8onds

Definitions.

Types of bonds.

Where (lled and coples.

When filad.

Form of bonds.

Operators bond.

Compliance.

Approval

Default.

Individual sureties.

Protection.

Net worth statement,

Certificate required.

Requirements.

Terms.

Porms.

Personal bond or corporata bond.

Amount.

Deposit of securitles.

Qualified sursties.

Nationwide bond.

Amount.

Statew!ide bond.

Amount.

Unit of coverage.

Detauls.

Payment by sursty.

Penalty.

Relfef.

Applicahility of provisions to existe
{ag bonds.

Unit bond form.

Expioration bond.

Riders to existing bond formas. .

Termination of period of liabliity.

Subpart 3105—Caoperative Conservation

3103.0-7
3105.1

3108.1-1
3108.1-2
31035.1-3
3105.1-4
3105.1-3
31052

3105.2-1
3105.2-2
310323
31053

3105.3~1
3108.3-2
3105.3-3
3103.4

3105.4—1
3105.4-2
3103.4=3
3109.4—4
31085

3105.5~1
3108.5-2

Provisions

Cross references.

Cooperative or unit plans,

Where filed.

Purpose.

Protection of public Interest.

Acreage chargeability.

Requirements,

Communitization or drilling agree-
ments.

Where fAled.

Purpose.

Requirements.

Operating, drilling,
ment contracss.

Where flled.

Purpose.

Requirements.,

Combinations for joint operations
or for transportation of otl

Where dled.

Purpose.

Requirements.

Rights-of-way.

Subsurface storage of oll and gas.

Where filed.

Purpose.

or develop~-

Sec.

3105.5-3 Requirements.

3105.3—4 Extansion of lease term.
J108.8 Consoltdation of leases.

Subpart 3106—-Assignment or Transters and
Sublegses

Qualifications,

Who may file,

Failure to quality.
Number of coptes required.
Sole party in interest.
Attorney-ln-fact.

Hetrs and devisees.
Requirements.

Where filed and filing fee.
Porms and statements.
Bonds,

Royalty and production payment.
Lease account status,
Description of lands.
Approval.

Approval,

Separate zones.

Effective dates.

Transfar of offer.

Royallty tnceresc,
Extsnsions.

3108.1

3108.1-1
3108.1-2
A106.1-3
3108.14
3106:1~-8
3108.1-8
31068.2

3108.2-1
3106.2-2
3106.2-3
3108.2-4
3106.2-5
3106.2-8
3108.3

3106.3-1
3108.3-2
31068.3-3
3108.2-4
3108.4

3108.8

Subpart 3107—Cantinuation, Extension or
Renewals

Single extensions.

Reguirements.

Effect of withdrawal of lands,

Term of extension.

Segregative effect-of application.

Rejection.

Expiration by operation of law,

Continuation by drilliag.

Terms defined.

Diligent operations.

Period of extension.

Continuation of lease on termina~-
tion of production.

Cessation of production.
Nonproduction from leass capable
of production. )
Extenston for terms of cooperative

or unit plan.
20-year lease

thereof.
Other leases committed to plan.
Segregation of leases commitied In

3107.1
3107.1~1
3107.1~-2
3107.1-3
3107.1-4
3107.1-8
3107.1-6
31072
31072-1
3107.2-2
3107.2-3
3107.3

3107.3-1
3107.3-2

31074
3107.4-1

3107.4-23
3107.4-3

ar any renewal

part.

Exteaslon by elimination.

Extension of leases segregated Dby
assignment

Extension after discovery on
other segregated portions.

Undeveloped parts of leases in
their extended term.

Undeveloped parts of produclag
leases.

Exchange leases.

20-year leases.

Renewal leases.

Requirements.

Terma.

Approval:

Porm of leasa.

Other types.

Payment of compensatory royality.

Proceedings under Multiple Micer-
al Development Ac: of August 13,
1954.

Subpart 3108—Terminations and Expirations

3108.1 Relinquishments.,

31082 Operation of law.

3108.2-1 Nonpayment of rental.

3108.2-2 Expiration.

3108.2-3 Noncompllance with leasing acs o
leass terms.

Judicial proceedings.

3107.5
3107.8

38107.6-1
3107.8-2
3107.8-3

3107.7
3107.7-1
3107.8
3107.89-1
3107.8-2
3107.8-3
3107.3—+4
3107.9°
3107.9-1
3107.9-2

3108.3

Subpart 3109—"Surface Management
. Requirements
3109.1 General.
3109.1-1 Surface. natural resources, and ime
provements.



Seec. .

3109.1-2 Antiquities and objects of histort-
cal value,

Public domain.

Bureau of Land Managexent
stipulations.

Acquired lands.

Consent of Agency.

Reserved, withdrawn, or segregated
lands.

Requirements,

Special stipulations.

Spestal Acts,

3109.5-1 Requirements.

3109.5-2 Spectal stipulations..

Subpart 3100-—Qil and Gas Leasing

§ 3100.0=3 Authority.

(a) Public domain, (1) The act of Febh-
ruary 25; 1920 (41 Stat. 437: 30 US.C..
181 et seq.), as amended and supple-
mented. Including the ammendatory act of
August 3, 1946 (80 Stat. 950; 30 U.S.C.,
sec. 181 et seq.) and the act of Septem-
ber 2, 1960 (74 Stat. 781; 30 US.C., sec.
181 et seq.).

(2) Prior to the flling of the notice
of election hereinafter referred to,
the act of August 8, 1946 (60 Stat.
950; 30 U.S.C. 131) applles to leases
issued prior to the date of that act
only where the amendatory act so
provides. The agwner of any lease Is-
sued prior to Augus: 8, 1946, may elect
pursuant to section 15 to come entirely
under the provisions of that act by filing
a notice of election to have his lease
governed by the amendatory act, sc-
companied by the consent of the surety {f
there is a bond covering the lease. A
notice of election so flled shall consti-
tute an amendment of all provisions of
the lease to conform with the provisions
of the amendatory act and the regula-
tions issued hereunder.

(b) Acquired lands. The Mineral
Leaasing Act for Acquired Lands, enacied
on August 7, 1947 (61 Stat, 913; 30 US.C.
351=353). The authority conlerred upon
the Secretary by the act, supersedes the
authority conferred ugon nim by section
402 of Regrganization Plan No. 3, eZec-
tive July 18, 1946 (3 CFR 1945 Supp..
chapter IV) except as to leases or per-
mits outstandirg on August 7, 1947.

(¢} Withdrawn, reserved and segre-
gated lands—(1) Protective leasing. Issu-
ance of protective leases authorized
under sec. 341, Revised Statutes; 3 U.S.C.
483; see also Attorney General's Opinion
of April 2, 1941 (Vol, 40 Op. Atty. Gen.
+1). .

(d) Special Acts—(1) Rignts-of-way.
Thae act of May 21, 1930 (46 Stat. 373;
30 U.S.C. 301-3067), authorizes the Sec-
retary of the Interior to lease deposits
of oil and gas in and urder rallroad and
other rights-of-way acquired under any
law of the Tnited States. The right of
lease is restricted to the owner of the
right-of-way, or ais assigmees.

(2) Nevada. The acy of May 9, 1542
(56 Stat. 273) as amended oy the act of
Qctober 25, 1949 (863 Stat, 386),

(3) Lands patented to Stcle of Czli-
farnia. The act of March 3, 1933 (47 Stat.
1487) as amendad by the act of June 3,
19356 (49 Stas. 1:32) and the act of
June 29, 1935 (49 Stat. 2028).

3109.2
3109.2-1

3108.3
3108.3-1
3109.4

3109.4~-1
3109.4-2
3108.5

(4) National Forest Lends in Minnes
sola. The act of June 30, 1950 (64 Stat,
311; 168 US.C. 508(M)).

(3) Lake Meacd Recreation Adrez, The
act of October 8, 1964 (78 Stak. 1039;
16 U.S.C. 460n). .

(8) National Forest Wilderness. Until
midnight, December 31, 1983, all laws
pertaining to mineral leasing and the
regulations of this chapter pertaining
thereto effective during such period,
shall, to the same extent as applicable
before September 3, 1964, extend to Na-
tional Forest Wilderness, subject to the
provisions of such rezulations as may be
prescribed by the Secretary of Agricul-
ture pursuant to section 4(d)(3) of the
Wllderness Act.

(1) Whiskeytown-Shasta-Trinity Na-
ticnal Recreation Area. Section 8§ of the
act of November 8, 1965 (Pubiic Law 89—
338; 79 Stat. 1295), authorizes the Secre-
tary of the Interior to permit the removal
of the nonleasable minerals from lands
(or Interest in lands) under his jurisdic-
tlon within the Whiskeytown-Shasta-
Trinity National Recreation Area in the
manner prescribed by section 10 of the
Act of August 4, 1929, as amended (53
Stat. 1196; 43 U.S.C. 387), and from those
under the jurisdiction of the Secretary
of Agriculture within the recreation area
{n accordance with the provisions of see-
tion 3 of the Act.of September 1, 1949 (63
Stat. 683; 30 U.S.C. 192¢): and he may
permit the removal of leasable minerals
from lands (or interest in lands) within
the recreation area in accordance with
the Mineral Leasing Act of February 25,
1920, as amended (30 U.S.C. 131 et seq.),
or the Acquired Lands Mineral Leasing
Act of August 7, 1947 (30 US.C. 351-359),
if he finds that such disposition would
not have significant adverse eZacts on
the purpose of the Central Valley project
or the administration of the recceation
aresa,

§ 3100.0—~3 Definitions.

(a) Knoun geologic structure. A
known geologic structure is technically
the trap ia which an accumulation of oil
or gas has been discovered by drilling and
determined to be productive, the limits
of which inciude all acreage that is pre-
sumptively productive.

(b) Scle party in interest. A sole party
in Interest in a lease or offer to lease is
a party vho s and will be vested with ail
legal and equitable rights under the
lease. No one i3, or shall be deemed to
be, a sole party in interest with respect
to a lease In which any other party has
any of the interests described in this sec-
tion. The requirement of disclosure in an
offer :0 lease of an offeror’s or othier par.
ties’ interest in a lease, {£ issued, is predi-
cated on the departmental policy that ail
oferors and other pariies having an in-
terest in simuitaneously flled offers to
lease shall have an equal opportunity f{or
success in he drawings to determire pri-
orittes. Additionally, such disclosures
provide the mezas for maintaining ade-

.quate records of acreage noldings of all

such parties where such interests consti-
tute chargeadle acreage holdings. An “in-
terest” n the lease includes, but.is not

2

.

limited to, record title interests, over-
riding royally interests, working inter-
ests, operating rights or options, or any
agreements covering such “interests.”
Any cleim or any prospective or future
claim to an advantage or benefit from &
lease, and any participation or any de-
fined or undefined share In any {ncre-
ments, I{ssues, or profits which may be
derived {rom or which may accrue In any
manner from the lease hased upon or
pursuant to any agreement or under-
standing existing at the time when the
offer Is filed. is deemed to constitute an
“interest™ in such lease.

{(¢) Regional oil and gas supervisor.
The Regional Qil and Gas Supervisar of
the Geological Survey for the region in
which lands under lease are situated.

(d) Rule of approrimation. Where an
applicaticn embraces an acreage in ex-
cess of the acreage limitation, it may se
allowed for the excess acreage {f exclu-
sion of the smallest legal subdivision in-
volved would resul} In a deficiency which
would be greater than the excess result-
Ing from the inclusion of such subdivi-
sion.

§ 3100.0-7
43 CFR 16,

§ 3100.0-9 Limitation on time to insti.
tute suit to coantest a Secretary’s de-
cision.

No action contesting a descision of the
Secrstary involving any oil and gas lease
shall be maintaired unless such action is
commenced or taken within 90 days after
the firal decisicn of the Secretary relat-
Ing to such matter,

§ 3100.1 Helium.
§ 3100.1-1 Ownership and-rights.

The ownershlp of and the right tg ex-
tract helium f{rom ali gas produced from
lands leased or otherwise disposed of un-
der the act have teen reserved to tce
United States. Appropriate provision (s
made in leases with respect to the
recovery of helium. (See 43 CFR Part
16.)

§ 3100.2 Mirerals subject to leasing.

§ 3100.2~.1 Oiland gas.

§ 3100.3 Drainage.

§ 3100.3-1 Compensation for drainazge.

TUpon a determination by the Director
of the Geolegical 3urvey that lands
owned by the United Staies are being
drained of oil or gas by wells driiled on
adjacent lands, the authorized ofesr of
the Burezu of Land Management, may
execute agreements with the owners of
adjacent lands wherepy the United
States, or the United States and its
lessees, shall be compensated for such
drainage, such agreements to be macde
with the consent of any lessee afected

Cross-reference.

“thereby. The precise nature of any

agresment will depend on tne conditicrns
and circumstances (nvolved (o the
particular case.

§ 3100.3~2 Drilling or puyment of com-
pensatory royalty.

Where land In any lease is being

drained of {t3 oil or gas content by a


file://'/Vhiskeytown-Sha3ia-Trinitv

well either on a Federal lease issued at
a lower rate of royulty or on land not
the property of the United States, the
lessee must drill and produce all wells
necessary {0 protect the leased lands
from drainage. In leu of drilling such
wells, the lessee may, with the consent
of the Director of the Geological Sur-
vey, pay compensatory royalty in the
amount determined in accordance with
30 CFR 221.21.

§ 3100.3-3 Protective leasing.

Where jurisdiction over disposition of
mineral deposits in land set apart for
other Government agencies has been
transferred to the Department of the In-
terior because of drainage of its oil or
gas content, such land must be offered
for lease by competitive bidding. Protec-
tive leases may cover public domain
lands which have been withdrawn from
oil or gas leasing or acquired lands not
subject to leasing under the Acquired
Lands Leasing Act. :

§ 3100.4 Muliiple development.

The granting of a permit or lease for
the prospecting. development, or »ro-
duction of deposits of any cne mineral
will not preclude the lssuance of other
permits or leases for the same land for
deposits of other minerals with suitable
stipulations for simultaneous ogeration,
nor the allowance of applicable entries,
locations, or selections of leased lands

th a reservation of the mineral de-
posits to the United States.

§ 3100.5 Options.
§ 3100.5=1 Enflorcenbility.

(@) Approvel of Secretary required. No
option to acquire any interests in an oil
and gas lease shall be enforceable if en-
tered Into for a period of more than 3
vears (inclusive of any renewal period,
it provided for in the option) without
the prior approval of the Secretary.

(b) Notice required. No option or re-
newal thereof executed after September,
1960, shall be enforceable until notice
thereof has been flled in the appropriate
land office. No such notice shall be re-
quired for options or renewals executed
prior to September 2, 1960. Each such
notice shall include (1) the names and
addresses of the parties thersto; (i) the
serial number of the lease or application
for lease to which the option is applica-
ble; (iii) a statement of the number of
acres covered thereby and of the inter-
ests and obligations of the parties theras.
to; and (iv) the interest to be conveyed
and retained on exercise of the option.
Such notice shall be subscribed by ali
parties to the option or their duly author-
ized agents. The flling of an executed
copy of the option containing the above
information shall satisfy the foregoing
requirement. In addition, the notice of
option must contain or be accompanied
by a signed statement, by the holder of
the option, that he is the sole party in
interest in the option: - not, he shall
set forth the names and nature and ex-
tent of the interest therein of the other
{nterested parties, the nacture of the
agreement between them {if oral, and a
copy of such agreement. {f written.

§ 3100.5~2 Chargeable acreage.

(a) How charged. The acreage to
which the option Is applicable shall be
charged both to the optionor and to the
optionee, but the charge to the optionor
shall cease when the option is exercised
If the option covers only a part of the
optionor’'s interest in the acreage in-
cluded in a lease, the acreage to which
the option 1is applicable shall be fully
charged to the optlonor, and a share
thereof shall also be charged to the
optionee as his interest may appear.
Upon the exercise of the option, the
acreage shall be charged to the parties
pro rata as their interests may appear.
An unexercised option remains charged
during its term until notice of its re-
Unquishment or surrender has been flled
in the appropriate land office.

(b) When charged. Within the mean-
ing of this section. options may be taken
only on lands embraced in leases and
offers or applications for leases and the
acreage included in any such option
taken upon an application or offer for
a lease shall be chargeable from and
after the date of such option.

§ 3100.5=3 Period of option.

An’' option hereafter taken on a
lease application or offer may be for the
period of time until issuance of the lease
and 3 years thereafter. Where it s
sought to cobtain options for periods in
excess of those provided in the preced-
ing sentence. an application should be
filed with the authorized officer of the
Bureau of Land Management, accome
panied by a complete showing as o the
special or unusual circumstances which
are belleved to justify approval of the
application.

§ 3100.5—4 Acreage in cooperative or
unit plan.

It shall be permissible for any
such option to provide that where all or
any part of the land covered thereby s
included 'In a cocoperative or unit plan
(as deflned {n § 3105.1) duly executed by
the parties and submitted to the Secre-
tary for final approval prior to the ex-
piration of the three-year option period.
then, as to that part of the land covered
by said option which (s {ncluded in said
cooperative or unit plan, such option
shall not expire until a dace 30 days after
the date of final approval or disapproval
by the Secretary of that cooperative or
unit plan.

§ 3100.3=3 Option statements.

Each bholder of an option must
file in the appropriate land office within
90 days after June 30 and December 31
of each year duplicate statements show-
{ng as of the prior June 30 and December
31, respectively (1) his name and the
name and address of each grantor of an
option held by him. the serial number
of every lease, application or offer for
lease subject to option: (2) date and
expiration date of each option: (3) num-
ber of acres covered by each option: (4)
aggregate number of options held {n each
State, and total acreage thereof; and
(5) a statement of his interest and obl-
gation under each option; provided, that
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the statement of his interest and obliga-
tion with respect to any option shall not
be required where such interests and
obligations have been set forth in the
notice required under § 3100.5-1(b). of
this section and there have been no
changes {n such {nterests and obligations
since such flling, Option statements
covering lands in the State of Cali-
fornia shall be filed in the land office at
Sacramento, California. The faflure of
the holder of an option to file such state-
ment shall render the option unenforce-
able by him. but this shall not diminish
the acreage deemed to be held under op-
tion by the opticnee in computing the
amount chargeable and shall not relleve
any party thereto of any lability to can-
cellation, forfeiture, forced disposition,
or other sanction provided by law. If the
statement shows or it is otherwise ascer-
tained that the optionee holds options in
excess of the prescribed limitation, he
will be given 30 days within which to flle
proof of reduction of his option holdings
to the limitations prescribed by the act.

§ 3100.6 Leases within unit areas.
§ 3100.6~1 Joinder evidence requircd.

Before issuance of an oil and gas
lease for lands within an approved unit
agreement, the lease applicant or offeror
or successful bidder will be required to
fille evidence that he has entered into an
agreement with the unit operator for the
development and operation of the lands
in his lease under and pursuant to the
terms and provisions of the approved
unit agreement, or a statement giving
satisfactory reasons for the failure to
enter Into such agreement. If such.
statement i3 acceptable, he will be per-
mitted to operate independently but will
be required to conform to the terms and
provisions of the agreement with respect
to such operations.

§ 3100.6=2 Separate leases to issue.

In case an application or offer for
3 noncompetitive lease embracing lands
partly within and partly without the ex-
terior boundaries of a unitized area is
found acceptable, separate leases will be
{ssued. one embracing the lands within
the unit area, and one the lands outside
of such area.

§ 3100.7 Boundaries of known geologic
structures.

§ 3100.7=1 Determination by Geological

Survey.

The Director of the Geglogical
Survey will determine the boundaries of
the known geologic structures of pro-
dycing oil or gas flelds, and, where nec-
essary to effectuate the purposes of the
act, the productive llmits of producing
cil or gas deposits as such Umits existed
on August 8, 19486.

§ 3100.7-2 Notice of determination,

Determinations of ‘“structures de-
fined" will be followed. as soon as practi-
cable, by the fling in the appropriate "
land office of maps or diagrams showing
the structure boundaries, and by pub.
lication In the P=pEraL RzGISTER of
notices that the determinations have
been made. Because determinatious of



“structures undefined” are usually of & -

more temporary rature, maps or dia-
grams thereof will not be flled and
Notices thereof will not be published:
however, a memorandum of each such
determination will be flled in the appro-
priate land of2ce and will be available for
public inspection. Additional tnforma-
tion concerning the procedures used {n
making the determinations may be ob-
tained from the Geological Survey,
Washington, D.C. 20240.

§ 3100.7-3 Date of determinative of
rights.

In accordance with long-standing
rulings of the Department, !f the pro-
ducing character of a structure under-
lying a tract of land is actually known
prior to the date of the Department's
odicial pronouncement on that subject.
it is the date of the ascertainment of the
fact, and naot the date of the pronounce-
ment, that is determinative of rights
which depend upon whether the land s
or {s not situated within s known geo-
logte structure of a producing oil or gas
fleld. Ernest A. Hanson, A-25375 (May
29, 1952), and cases cited therein. Al
daterminations are subject to change at
any time upon receipt of further {nfor-
mation through the drilling of wells and
other sources. Accordingly, lessees or
applicants {for leases should riot rely upon
the maps, diagrams, daterminations or
notices thereof, as currently coatrolling
documents. ’

§ 3100.7—+ Request for determination.

Any lessee or his operator may ap-
bly o the Director of the Geologleal
Survey for a determination whether the
land in his lease {3 inside or outside the
productive limits of a producing oil or
gas deposit as such limits ex{szed on Au-
gust 8, 1946.

Subpart 3101—Llands Subject to
Lleasing

§ 3101.1 Public Domain.
§ 3101.1-1 Classes and terms.

All lands subject to disposition
under the act which are known or be-
lleved to contaln oil or 3as may be leased
by the Secretary of the Interior. When
land is within the known geologic struc-
ture of a producing ofl or gas feld prior
t0 the sctual issuance of a lease, it may
be leased only by competitive bidding and
{n units of not more than 640 acres to the
highest responsible qualified bidder at a
royalty of not less than 12!, percent.
Leases for not to exceed 2.580 acres,
except where the rule of approximation
applles, entirely within an area of six
miles square or within an area not ex-
ceeding six surveyed sections in length
or width measured (n cardéinal direc-
tlons, may be issued for all ather land
subject to the act the rst qualifled
oderor at a royalty of 1214 percent.

(a) Zxcepticns: (1) National parks
and monuments.

(2) Indian reservations.

(3) Incorporated citles,
villages.

(4) Naval petroleum and ofl shale
reserves,

towns, acd

(5) Lands acquired uncer the act of
March 1, 1911 (36 Stat. 961; 16 U.S.C.
513-519) known as the Appalachian
Forest Reserve Act, or other acguired
lands,

(6) Lands within 1 mile of naval pe-
troleum or helium reserves. No oil and
gas lease will be {ssued for land within 1
mile of the exterior boundaries of a naval
petroleum or a helium reserve, unless the
land is being drained of its o¢il or gas
deposits or helium content by wells on
privately owned land or unless it is deter-
mined by the authorized officer, after
consuitation with the agency exercising
Jjurisdiction aver the reserve, that opera-
tions under such a lease will not ad-
versely aect the reserve through 'drain-
age from known productive horizons.

§ 3101.1-2 Lands in entries or claims
not impressed with rescrvation of oil
and gas.

(8) Where an offer is filed to lease
lands noncomgetitively In an entry or
settlement claim not impressed with an
oll or gas reservation, the offer will be
rejected unless it is found that the land
{s prospectively valusble for oil or gas.
An offeror for a lease for land already
embraced In a nonmineral entry without
a reservation of the mineral, and like-
wise a nonmineral entryman or settler
who Is coatending that the land is non-
mineral in character should submit with
their resgective offer and application,
showings of as complete and accurate
geologic data as may be procurable, pref-
erably the reports and opinions of quall-
fled experts.

(b) Should the land be fourd to be
prospectively valuable for oll or zas, the
entryman or settler will be notified
thereof and allowed a reasonable time to
apply for reclassilcation of the land as
nonmineral, submitting a snowing there-
with, and to apply for a hesring in the
event that reclassification is denled, or
to appeal. I he does neither, or he is
unsuccessful, the entry or settlement
rights and any patent {ssued pursuant
thereto will be impressed with a reserva-
tion of ofl and gas to the United States.
In such circumstances a lease will be
granted to the oferor. all else being
regular, unless the entryman or setiler
has g praference right.

§ 3101.1-3 Unsurveyed lands.

(a) Showing required. Every oferor
for oll and gas lease for unsurveyed
lands, must state in nis oder that there
are no settlers upon the land, or i there
be settlers, give the name and post oSce
address of each and a description of the
lands claimed, by metes and bounds and
approximate legal supbdivisions.

(B) Survey for leasing (competilive).
The survey of unsurveyed lands for 2
competitive lease for oil and gas will be
made at the expense of the Government
prior to the issuance of a lease of the
lands.

§ 3101.1=% Description of lands in offer,

(a) Surveyed lands. If the lands have
been surveyed under the pubdllc [and rec-
tangular system, each oCer must describe
the lands by legal subdivision, sectlon,
ownskip, and racge.
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(b) Unsurveyed lands. If the lands
have not been so surveyed, each offer
must describe the lands by metes and
bounds, giving courses and distances be-
tween the successive angle points on the
boundary of the tract, in cardinal direc-
tions except where the boundaiies of the
lands are in irregular {orm. and con-
nected by courses and distances to an
official corner of the public land surveys.
In Alaska the description of unsurveyed
lands must be ¢onnected by courses and
distances to either an official corner of
the public land surveys or %o a triangu-
lation station estabilshed by any agency
of the United States (such as the U.S.
Geologleal Survey, the Coast and Ge-
odetic Survey, or the Internalional
Boundary Commission), If the record
position thereof is avallable to the gzen-
eral publie.

(¢) Unsurveyed public lands cdjacent
to tidal waters in southérn Louisiane and
in Alaska. In lease ofers embracing un-
surveved public lands adjscent to tidal
waters in southern Louisiana and in
Alaska, if the offeror finds it impractica-
ble to furnish a metes and bounds de-
scription, as required {n paragraph (b)
of this section with respect to the water
boundary, he may,"at his option, extend
the boundary of his offer into the water
a distance suffcient to permit complete
enclosure of the water boundary of his
offer by a series of courses and distances
{n cardinal directions (the object belng to
ellminate the necessity of describing the
mesanders of the water houndary of the
public lands included in the offer). The
description in the lease offer siwall In all.
other respects conformn to the require-
ments of paragraph (a) of :his section
Such description would nct be deemed
for any purpose to describe the true
water boundaries of the lease, such
boundaries in all cases belng the ordi-
nary high water mark of the navigable
waters. The land boundaries of such
overall area shall inciude only the pub-
Uc lands embraced in the offer. The
offersr shail agree to pay rental on the
full acreage included within the descrip-
tlon with the understanding that rightis
under any lease to be issuad on that ofler
wili apply only to the areas within that
description properly subject to lease
under the act, but that the total area
described will be considered 25 the lease
acreage for purposes of rental payments,
acreage limitations under § 3101.1-5 and
the maximum or minimumn area to be
included in a lease pursuant to § 3111.2
The tract shouid be showrn {n out-
line on a current quadrargle shees pub-
lished oy the U.S. Geological Survey or
such other map as will adequately icen-
tily the lands described.

(d) Protrected surveys. (1) When pro-
tracted surveys have been approved and
the edective date thereof pukblished in
the Feopzal RecIsTER, 2ll ofers o iease
lands shown on such protracted surveys,
filed on or after such edective date, must,
2xcept as provided kelow, include only
endre secticns described according to the
seczion. towmship, and range shown on
whe aporoved protracied surveys.

(2) An offer may include iess than an
entire protracied section where only a



portion of such a section is available for
lease. In such case the offer must de-
scribe all the available lands by sube
divisional parts in the same msanner as
provided in paragraph (a) of this section
for officially surveyed lands. If this is
not feasible, as e.g., In the case of an
irregular section, the offer must describe
the entire section and contain a state-
ment that it shall be deemed to include
all of the land {n the described section
which is avallable for lease.

(e) Conforming land descriptions.
The descriptions in  leases issued
pursuant to offers filed after the effective
date of this section will be conformed to
the subdivisions of the approved pro-
tracted surveys if and when such surveys
have been adopted for the area; and the
description and acreage of leases lssued
pursuant to offers flled after May 22,
1959, will be adjusted to the official public
land surveys when such surveys have
been extended over the leased area.

§ 3101.1-3 Acreage limitations.

(a) Mazimum holdings. No person,
association, or corporation shall take
hold, own, or control at one time oll and
gas leases (including options for such
leases or interests therein) whether di-
rectly through ownership of leases or
{nterests in leases and applications, or
offers therefor or indirectly as a member
of an association or associations or as a
stockholder of a corporation or corpora-
tions, holding leases or interests therein
and applications or offers therefor for
more than 246,080 acres In any one
State, of which no more than 200,000
acres may be held under option.

(1) Exception. (1) In the - State
of Alaska the acreage Iiimitation is
300,000 acres in the northern leasing dis.
triect and 300.000 acres in the southern
leasing district,-of which no more than
200,000 acres may be held under option
in each of the two leasing districts.

(i1) The boundary between the two
leasing districts in the State of Alaska
is the left lUmit of the Tanana Rliver
from the boundary between the United
States and Canada to the confluence of
the Tanana River and Yukon River and
the left Umit of the Yukon River from
sald confluence to its principal south-
ern mouth,

(b) Ezcepted acreage. Leases or offers
or applications for leases committed to
any unit or cooperative plan approved or
prescribed by the Secretary of the Inte-
rior shall not be included in computing
accountable acreage. Leases or offers or
applications for leases subject to an op-
erating, drilling or development contract
approved by the Secretary of the Interior
pursuant to section 17(§) of the act, other
than communization agreements, shall
be excepted in determining the account-
able acreage of the lessees or operators.

(c) Ezcess acreage. (1) Where, as the
result of the termination or contraction
of a unit or cooperative plan, or the
elimination of a lease from operating.
drilling, or development plan, a party
holds or controls excess accountable
acreage, such party shail have 90 days
from such termination or contraction or
elimination in which to reduce his hold-
ings to the prescribed limitation and to

file proof of such reduction i{n the proper
land office.

(2) If any person holding or control-
ling only leases or interests In leases or
options or interests in options is found
to hold accountable acreage in viclation
of the provisions of this section and of
the act, the last lease or leases or {nterest
or {nterests acquired by him which with
the options or Interests in options
created the excess acreage holdings shall
be canceled or forfeited in their en-
tirely, even though only part of the
acreage in the lease or interest consti-
tutes excess holdings, unless it can be
shown to the satisfaction of the Director
of the Bureau of Land Management that
the holding or control of the excess acre=
age is not the result of negligence or will-
ful intent in which event the lease or
leases shall be canceled only to the ex-
tent of the excess acreage.

(3) Any person holding or controlling
leases or interests in leases only, or ap-
plications or offers for leases only, or
both leases or interest in leases and ap-
plications or offers or options or inter-
ests {n options below the acreage limita-
tion provided in this section, shall be
subject to these rules:

(1) If he files an application or offer
or option or interest in option which
causes him {o exceed the acreage limita-
tion, that application or offer will be
rejected.

(i1) Por tracts not subject to the
simultaneous filing procedures of sub-
part 3112, if he files a group of applica-
tions or options or offers or interests in
options at the same time, any one of
which causes him to exceed the acreage
limitations the entire group applications,
offers, options, or interests in options
will be rejected.

(1i1) If he filles an offer for Inclusion
in the drawing procedures under sub-
part 3112, he shall be charged with the
acreage thereof only if his offer is suc-
cessfully drawn so that his offer has first
priority. If that offer causes him to ex-
ceed the acreage limitation, the offer will
be rejected. If he flles at the same time a
group of offers for tracts subject to the
drawing procedures under subpart 3112,
any offer which is successfully drawn af-
ter he reaclies the acreage lmitation
shall be rejected.

(iv) An ootionees chargeable only for
that acreage 1or which the optionor is
charygeable. N

(4) If any person holding or control-
ling both leases or interests in leases and
applications or offers for leases, or op-
tions or interests {n options or oanly
applications or offers for leases below
the acreage limitation provided in this
section, acquires a lease or leases, or an
option or options or {nterests therein;
which cause him to exceed the acreage
limitation, his most recently filled ap-
plication or offer for lease or appiica-
tions or offers for lease then containing
acreage in excess of the limitation proe
vided in this section wtll be rejected {n
its or their entirety. For the purposa
of this subparagraph. time of filing shall
be determined by the time of fling
marked on the application or offer or,
if the same time is marked on two or
more applications or offers, by the sarial
number of the applications or offers.
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(53) The provisions of this paragraph
shall not limit any action which the De-
partment may take with respect to ex-
cess acreage holdings in cases not other-
wise covered by this paragraph.

(6) An association shall not be deemed
to exist between the parties to a contract
for development of leased lands, whether
or not coupled with an interest in the
leas€e, nor between co-lessees, but each
party to any such contract or each co-ies~
see will be charged with his proportionate
interest in the lease. No holding of
acreage in common by the same persons
in excess of the maximum acreage speci-
fled In the law for any one lessee or per-
mittee for the particular mineral deposit
80 beld will be permitted.

(d) Computation. In computing acre-
Aage holdings or control, the accountable
acreage of a party owning an undivided
interest in a lease shall be such party’'s
proportionate part of the total lesse acre~
age. Likewise, the accountable acreage of
a party owning an interest in a corpora-
tion or association shall be his propore
tionate part of the corporation’s or asso-
ctation’s. accountable acreage, ox-apt
that no person shall be charged wilii hls
pro rata share of any acreage holdluys
of any association or corporation unless
he {s the beneficial owner of more than
ten per centum of the stock or other in-
struments of ownership or control of
such association or corporation. An
option held by a corporation or an asso-
clation on September 2, 19680, shall not.
for a pericd of 3 years, be charged to -
any stockholder of the corporation ur
member 0f tne assoctation so long as it
is so held. Parties owning a royalty or
otner interest deternuuea oy or payable
out of a percentage of production from
a lease will be charged with a similar
percentage of the total lease acreage.

(e) Showing required. No lease will be
issued and no transfer or operating
agreement will be approved until it has
been shown that the offeror, transferee,
or operator Is entitled to hold the acre-
age or obtain the operating rights. At
any time upon request by the authorized
officer of the Bureau of Land Man.
agement, the record title holder of
any lease or a lease operator or a lease
offeror or the holder of any lease option
may be required to file in the appropriate
land office a statement, showing as of a
specified date the serial number and the
date of each lease of which he i3 the
record holder, or under which ke holds
operating rights, or for which he holds
an option, and each application or offer
for leass held or flled by him in the par-
ticular State setting forth the acreage
covered thereby, and the nature, extent
and acreage interest, i{ncluding royalty
Interests held by him {n any oil and gas
lease of which the reporting party is not
the lessee of record, whether by corpo-
rate stock ownership, interest in unin-
corporated associations and partner-
ships, or {n any other manner.

§3101.1-6 Effect of Multiple Mineral
Development Act of August 13, 1954,

If any oll and gas lease issued under
Section 17 of the Mineral Leasing Act,
as amended (30 U.S.C. sec. 2268), includes
an area with respect to which a verified
statement s flled by a mining claimant



urder section Ti(e¢) of the Multiple Min-
eral Development Act of 1954 (63 Stas.
708), as amended, asserting the exist-
ence of a confliciing unpatented mining
claim or clalms ugon which diligent
work Is being prosecuted the payment
of rentals and the runaing of time under
such lease shall be suspended as to the
lands in confilet from the first day of
the month following the fling of such
verified statement until a final decision
is rendered {n the matter.

§ 3101.2 Acquired lands.

§ 3101.2~1 Lands to which the Act does
not apply.

(a) Acquired for the development of
their mineral depaosits,

(b)Y Acquired by foreclosure or other-
wise {for resale,

(¢) Reported as surplus under the
Surplus Property Act of Qctober 3. 1944
(58 Stat. 763: 50 US.C. 1611, et seq.).

(d) In Incorporated cities, towns, and
villages,

(e) In national parks and monuments,

(f) Set apart for military or naval
purpcses, including lands within naval
petroleum and oil shale reserves, or

(g) Which are tide lands, submerged
coastal lands. within the continental
shelf adjacent or littoral to any part of
lsand within the jurisdiction of the United

tates,

§ 3101.2-2 Sale or convevance of lands.

Any sale or conveyance of lands subject
to the act by the agency having jurisdic-
tion thereof. shall be subject to any lease
or permit theretofore issued under the
act

§3101.2-3 Description of lands in offer.

(a) Surveyed lands. It the land nas
been surveyed under the rectanaular
system of public land surveys, and the
description can be conformed o that
system, the land must be described by
legal subdivisicn, section, township, and
range, Where the description cannot be
conformed to the public land surveys,
any boundaries which do not so conform
must be described by metes and bounds,
giving courses and distances batween the
suceessive angle points with appropriate
tles to the nearest existing official survey
corner. If not so surveyed and If within
the area of the public land survess, the
land must be described by metes and
bounds, giving courses and distances be-
t=een the successive angle points on the
houndary of the tract, and conneczzd
with § reasonably nearoy corner cf those
surveys by courses and distances.

(b) (1) Lands not surveved under the
rectangular survey systemt. If the iands
have not been surveyed under the rec-
tangular system of public land surveys,
and the tract is not within the area of the
public land surveys, it must be described
as in the deed or other document by
wnich the Taited States acquired title
to the lands or minerals. If the desired
land constituies less than the entira trace
2cquired by the Tnited States. {t must
be described by courses and distanices be-
Sweenn successive angle points on its
boundary tying by course and distarnce
{nto tke descripticn in the deed or other
document by which the Trited States

acquired title to the land. In addition, if
the description {n the deed or other doc-
ument by which the United States ac-
quired title to the lands does not include
the courses and distances between the
successive angle points on the boundary
of the desired tract, the description in
the offer must be expanded to include
such courses and distances.

(2) Each offer or application must be
accompanied by a map upon which the
desired lands are clearly marked show-
ing their location with respect to the
administrative unit or project of which
they are a part (such map need not be
submitted where the desired lands have
been surveyed under the rectangular
system of public land surveys, and the
land description can be conformed to
that system).

(3) I an acquisition tract number
has been assigned by the acquiring
agency to the tdentical tract desired, a
description by such tract number will be
accepted. Such offer or application must
be accompanied by the map required dy
subparagraph (2) of this paragraph.

(¢) Accreted lands. Where an offer or
application inciudes any accreted lands
that are not described {n the deed to the
United States, such accreted lands must
be described by metes and bounds, giving
courses and distances between the suc-

_cesstve angle points on the boundary of

the tract, and connected by courses and
distances to an angle polnt ont the perim-
eter of the acquired tract to which the
accretions appertain.

§3101.2—3  Acreage limitation.

The amount of acquired lands acreage
that may be held under lease or permit
either directly or indirectly, individually
or as a member of an association or a
corporation may not be in excess of the
amount of public domatn acreage for the
same minerals permitted to be held under
the mineral leasing laws. Publlc domain
lease holdings shall not te charged
against acquired lands lease holdings;
such respective holdings shall not be
interchargeable, Where the TUaited
States owns only a fractional {nterest in
the mineral resources of the lands In-
volved, only that part of the total acre-
age invelved in the lease which is pro-
portionate to the owmership by the
United States of the mineral resources
therein shall be charzed as acreage hold-
Ings. The acreage embraced in a fu-
ture interest lease s not to be charged
as screage holdings until the lease for
the future interest takes effect.

§ 3101.2-3 Present interest.

(a) Full and fractional. Ordinarily,
*he issuance of a lease to cre who, upon
such issuapnce, would own less than 50
percent of the operating rights in any
such tract, #ill not be regarced as in the
publlc inzerest, and an ofer leading to
such results will be rejected.

§ 3101.2-6 Future interest.

(a) Full or fractional. A noncompeti-
tive lease for a whole or fractional future
interest will be issued only to an ofleror
+who owns all or substantially ail of the
present ogerating rights to the minerals
in the iands 'n the offer as mineral fee
owner, as lessee or as operator holdirg
such rizhts.

§ 3101.2-7 Exchange of leases. .

Ol and gas leases. outstanding on
August 7. 1947, and which cover jands
subject to the act, may be exchanged for
new leases to be !ssued under the act
New leases shall te {ssued for a term of
S years and so long thereafter as oil or
gas is produced in paying quantities, and
shsll be dated to bhe effective as of the
first of the month after the fillng of the
application to exchange. The rental
rates for the new lease, for lands not
within the znown geologic structure of
a producing oll or gas fleld at the time
of the flling of the application for ex-
change, shsall be the same as those set
forth in § 3103.3-2, and the royalty rate
for such lands shall be 1214 percent. For
all other lands, the rental rate for the
new lease shall be 81 per acre per
aanum, and the royalty requirements
shall be the same as those stipulated in
the lease offered In exchange

§ 3101.3 Withdrawn, reserved, and seg-
regated lands.

§ 3101.3=1 Drainage.

In Instances where it Is determined by
the Geological Survey that any of the-
lands mentioned in § 3101.3-3 of this sec-
tion and defined In this section as not
avallable for leasing are subject to drain-
age, the Bureau of Land Managemernt,
with the concurrence of the U.S. Fish
and Wildlife Service, will process an
offering inviting competitive bids in ac-
cordance with the then existing reguls-
tions relating to competitive oil and gas
leasing. Such leases shall be issued only
upon &pprovael by the Secretary of ths
Interior and shall contain such stipula-
tions as are necessary to assure that
leasing activities and drilling shall be
carried out in such a manner as will re-
sult {n a minimum of damage to wildlila
resources,

§ 3101.3-2 Xequirements.

(a) Publication and fling of agree-
ments. The agreements referred to in
§ 3101.3-3 of this section shall be pub-
lishied in ti:e Peozrar RzersTeER and shall
contain a description ¢f the lands af-
fected thereby which are not subject to
oil and gas leasing, together with a stale-
meat of the stipulations agreed upon by
the parties thereto for [nelusion in such
leases to assure that all operations under
the lease shall be carried out {n such a
manner as will result n a minimem of
damage to wildlife resources. The agree-
ments, as suppiemented by maps or plats
specifically delineating the lands will be
Aled in the appropriate land offices of the
Bureau of Land Management where they
may be inspected by the public at the
usual hours specifed for that purpcse.

() Filing of lease ofers. Lease cdlers
for such lands will not be accepted for
Aling until the 10th day after the agree-
ments and supplemental maps or plats
are noted on the land office records,

{¢) Suspension of pending crplica-
tions. (1) All pending olers or appilca-
tions herectofore dled for coil and gas
leases covering zamme ranges, cgordizna-
tion lands, and Alaska wilclife areas, will
continue o ge suspended unti] the agree-
ments referred o0 in § 3101.3=3(2) (1) of
this section shall have been completed.



(2) Proposed withdrawals. All existe
ing offars or applications for oil and gas
leases covering lands included in
request for withdrawals for wildlife
refuges, game ranges. coordination.
lands or Alaska wildlife areas, as defined
herein, shall be suspended until after the
consummation of the withdrawal, and
therealter such offers shall be considered
in accordance with the provisions of this
section.

(Q) Specigl stipulations. For inclusion
in oil and gas leases entered into pur-
suant to this section relating to oil and
gas leases in wildlife refuge, game range,
and coordination lands.

Instructions. (1) The following stipula.
ttons will be ade a part of Intsrior Departe
ment leass forms. These stipulations will
be made appiicabls as tarms and conditions
of performance by lessees under all oll and
gas leases entered into undar anthority vested
in thes Secretary of the Interior over game
range, coardination or Alasks Wlidlife lands
pursuant to the order of the Secrotary of the
Interior publiahed in 23 PR, 227, January 11,
1088,

(2) Should compliance with one or mare
of thess tsrms and conditions be considered
unduly burdensomsa and unpecessary to the
protection of wildilfe resources, thes lessee
may request walver thersof by lattar ade-
dressed to the Secretary of the Interior set
ting fortd, {n full, the reascns why a walver
is copsidered necessary. The authority %o
grant such waivers ahall be dizcretionary and
may be exercised only by the Secretary or
the Under Secretary of the Interior.

(3) Ths authorized officer ahall (a) ap-
prove no plaa of operation that contains
provisions I:consistent with the stipulations
hereinafter :2t forth; (b) waive no term or
condition in i lease; or (¢) exercise no dis.
cretion vested In bim unless he Is satisfled
the exercise ! that discretion will not dame
sge any wilclifs resgurce.

(4) Drilingz and production operations
under the lexse shall be under the directlon
of the Gaological Survey.

(1)

Terms o=d conditions.
herein:
(a) The term *“lesses” {ncludes the lesses,
Reirs and aszsigns of the lesses and perzans
operatingz on behalf of thes lesaee:

(B) The torm ‘“wildlife resources™ (ne
cludes fish and wildlife resources and con-
centrations, 8sh and wildlifs managemens
operations and rIange improvemen:id and
facilities:

(¢) The term “authorized officer” means
the State Director of the Bureau of Lanag
Management in the State in which the land
i3 located. and, In Alaska, the Refuge
Manager of t:e Bureau of Sport Flsheries
ang Wildlife:

(2) The lecsee shall:

(a) Compiy wizh all the rules and regue
lattons of he Secretary of the Interior;

(b) Pricr to the beginning of operatians,
appolnt a=d malntain at all times during the
tarm of tio lease a local agent upon wham
may be served writtan orders or notices
respecting matters contained in these stipue
lations and %0 {nform the authorized oficer
in writing of the name and address of such
sgent. If a substituts agent (s appointed,
the lessee ahall immediately inform ths aaid
representative;

{e) Conduct all authorized activities 'n a
manner satisfacrory to the authorized oficer
with due rsgard f(or good land management
and avoid damage to improvements, timber,
crops, and wildlife cover, and All all sump
holes, ditches. and other excavations or cover
all debris, and 30 far as Teasonably posaible,
restore ths ausfacs of the leased lands %W
thelr forme: condition and when requirsd to
bury all pinelines beiow plow depth, TXe
authorized <Jcar chall have the right %0 enter
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all the premises at any time to inspect both
the tinstallation and operational activities
of the lesses:

{d) Taks such steps as may be necessury to
prevent damage to wildlife:

(e) Do all in his power to prevent and
suppress forest. brush, or graas fires and to
require his employees, contractors, sube
contractors and employees of contractors o
subcontractors to do llkewise; -

(f) Install adequats Liow-out prevention
equipment;

(8) Construct ring dikes and sump pits to
confine drilling mud and other pollutants
and makas safe disposition of salt watar by
use of injection wells or such other method
3 may be approved in the plan of operation;

(h) Cover flare pits in aress of wildlife
concentration;

(1) Remove derricks, dikes, equipment,
and structures not required in producing
operations within 60 days after the complse
tion of drillingr

(3) Comply with and ses to it that his
agenta and employees comply with all Fed-
eral, State. or Territortal laws reiating o
hunting, Sshing, and wapping:;

(k) Commit the leass to any unit plan
required {n the intarest of conservation af
oll or gas resources or for the protestion of
wilditte;

(1) Prior to the conduct of geological, geo-
physical, or core drilling operations or ¢onRe
struction of any facilities, or prior to operi-
tions to drtll or produce, submit {n triplicate
for approval in writing by the autborized
afficer a plan of operation that will include
detalled statements lndicating the manner
{n which the lessee will comply with thess
stipulations together with a statement that
the lessee agrues that compliance with these
stipulations and with the approved plan of
operations are conditions of performance un-
der thia lease and that failure to comply with
thess provisions (unless they are wailved by
the Secretary or the Under Secretary of the
Taterior) will be grounds for cancellation of
the lease by the United States. Notwith-
standing other provisions in these atipulas-
tions, tha lessee shall include in any plan of
operation specific provisions relating to: The
time, place, depth and strength of seismo-
graphic shots, maps showing ths location of
his leases !ncluded in the planm, actual and
proposed sccess roads, bunkhouses, proposed
well locations, storage and utility factlities,
water storage, pipelines and pumpling stae
tiors; the type of safety equipment that will
be employed: the methods to be used to ase
surs the disposition of drilllng mud, pol-
lutants, and other debris; the location of
facilities {n relation to flood levels; and such
other spacific matters as the authorized ofl-
car may require. The plan of operation shall
be kept current {n all respects and all revi-
slons and amendments submitted to the
authorized officer for written approval;

{(m) Do all things reasonably necesaary
0 prevent or reduces to the fullest extent
scarring and erosion of the land, pollution of
the water resources and any damage %0 the
watershed. Where coastruction, operation,
or maintenance of any of the facilitles on or
connected with this leass causes damage to
the watershed or pollution of the water
resourcs, the lessee agrees to repair such
damage, lncluding reseeding and to taks
suchk corrective measures to prevent further
pollutlion or damage to the watershed as
are deemed necessary by the authorized
omlcar:

(o) Pile the bond required by section 2a
(4) of the lease before conducting any opera-
tlons on the lessehold, and file any additional
bond required by the authorized omficer to
pay for damages to wildlife habitat. include
ing wWees and shrubs, or wildlifs improve-
ments;

(0) Agree to respact and comply with any
asw requiremeonts imposed by the Secvstary
of the Interior, or the authorized oficer, ca
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tha operating program as operating expe- .
rience proves necessary in order to give come
plets protection to wildlife populations agad
wildlife habitat on the areas leased.

(3) Thae lessews shall not:

(a) Construct roads, plpeltnes, uttlity
lines, and attandant factlities that ars either
unnecessary or which might tnterfere with
wildlifs habitat or resources or with draln-

(b) Modify or change the character of
streams, lakes, ponda, water holes, seeps,
and marshes, except by advance approval In
writing by the authorized officer, nor shall
he {n any way polluts such streams, lakes,
ponds, water holes, seeps, o marshes;

{e) Conduct operations at such times as
will interfere with wildlife concentrations;

(4) Conduct geological or geophysical ex-

plorations that might damage any widlife
resource and such operations shall be con-
ducted only (n accordance with advance
approval in writing by the authorized oficer
as to the time, manner of travel and dis-
tarbances of surfaces and the factlities roe
quired for the protection of wildlife:
. (8) Use explosives in flsh spawniag or
rearing areas, mneating areas, lambing
grounds, or other areas of wildllfe concentrae«
tion during periods of intanss activity or at
any other time or in any manner that nright
damage any wildlife resources; th:e peiccra,
size, and depth of setsmographic shots shall
be submitted to the authorized officer for
advance approval in writing and immediataly
following the detonation of any seismo-
graphic charge, the bole shall be filled or
plugged and any surface damaga rapalred to
the satisfaction of the authorized officer;

(f) Without advance approval in writing,
use any water or water source controlled or
developed by the United States;

(g) Use mobile equipment under such con-
dittons as to permanently damage gurface
resources, cause scarring and erosion, or ine.
terfers with wildlife concentration:

(h) Conduct geological, ar geophysical, or
core drilling operations or construct roads,
bunithouses or any facilities or drill or pro-
duce under a lease until the submittal and
approval in writing of a plan of operation
pursuant to section (2) (m) supra or deviate
thersfrom until any revisions or ameadments
of said plan have been approved in writing
by the authorized officer;

{1) Burn rubbish. tash, ur other infame

mable raaterials or use explcsives {171 a mane
ner or 4t a time that would consiituts a fre
hazard,

§ 3101.3-3 Reserved and segregated
lands.

ta) Wildlife refuge lands. Such lands
are those embraced in a withdrawal of
public domain and acgquired lands of the
United States for the protection of all
species of wildlife within a particular
area. Sele and complete jurisdiction over
such lands for wildlife conservation pur-
poses s vested in the U.S. Pish and Wild-
life Service even though such lands may
be subject to prior rights for other public
pusposes or, by the terms of the with-
drawal order, may be subject to mineral
leasing.

(1) Leasing. No offers for oil and gas
leases covering wildlife refuge lands will
be accepted and no leases covering such
lands will be issued except as provided in
§ 3101.3-1. There shall be no drilling or
prospecting under any lease heretafore
or hereafter issued on lands within a
wildilfe refuge except with the consent
and approval of the Secretary of the
Interior with the concurrence of the Fish
and Wildlife Service as to the time, place
and nature of such operations in order



to give complete protection to wildlife
bopulations and wildlife habitat on the
areas leased, and all such operations
shall be conducted In accordance with
- the stipulations of the Bureau of Laad
Management on a form approved by the
Director.

(b) Game range lands and Alaska
wildilfe areas. Game ranges created by
a withdrawal of public lands and re-
served for dual purroses, namsly, protec-
tion and Improvement of the public
grazing lands and natural forage re-
sources and conservation and develop-
ment of natural wildlife resources, are
under the joint jurisdiction of the Bu-
reat of Land Management and the
U.S. Fish and Wlildlite Service. Alaska
wildlife areas are areas {n Alaska created
by a withdrawal of public lands for the
management of natural wildlife resources
and administered by the U.S. Fsh and
Wildlife Service.

(1) Leasing. As to game range lands
and Alaska wildlife areas, representa-
tives of the appropriate office of the Bu-
reau of Land Management and the US,

Fish and ‘Wildlife Service will confer g

for the purpose of entering {nto an
agreement specifying those lands which
shall not be subject to oil and gas leasing.
No such agreement shall become effec-
tive, however, until approved by the Sec-
retary of the Interior. Lands not closed
to oil and gas leasing will be subject to
leasing .on the imposition of such stipu-
lations agreed upon by the US. Fish and
Wildilfe Service and the Bureau of Land
Management.

(¢) Coordination lgads. These lands
are withdrazm or acquired by the Gov-
ernment and made avaflable to the
States by cooperative agresments en-
tered Into between the U.S. Fish
and Wildlfe Service and the game
comrnissions of the various States, in
accordance with the act of March 10,
1934 (48 Stat. 401), as amended by the
act of August 14, 1946 (60 Stat. 1080}, or
by long-term leases or agreements be-
tween the Department of Agriculture
and the game commissions of the varicus
States pursuant to the Bankhead-Jones
Parm Tenant Act (50 Stat. 525), as
amended, whnere such lands were sub-
sequent!y transferTed to the Depariment
of the Interior, with the U.S. Fish and
wildlite Service as the custodial agency
of the Government.

(1) Leasing. As to coordlnativn lands,
representatives of the Bureau of Land
Management and the U.S. Pish and
Wildlife Service will, in cooperation with
the authorized members of the various
State game commlssiors. confer for the
purpose of determining by agreement
those lands which siiall rot be subject to
ofl and gas leasing. Lands not closed to
oil and gas leasing will be subject to
leasirz on the {mrposition of such stip-
ulations agreed upon by the State Game
Commission, the US. Fish and Wlldlife
Service, and the 3ureau of Land Man-
agement.

§ 3101.4 Special leasing acts (areas).
§310).4~1 Rights-of-way.

Lands In and under rallroad and other
rights-of-way acquired under any law of
the Tnited States.

(a) Acreage limitations. No statutory
or regulatory Umitations.

§ 3101.4=2 Nevada.

All of Townshlp 13 South,
68, Zast, M. D. M.

All of Towzship 18 South,
68, Sast, M. D. M.

All of Township 17 South,
68, East, M. D. 3L

and also a tract described as follows:

That area of unsurveyed land east of Time.
ber Mountain tounded on the north by latl.
tude 37°10°20°°, on the south by latitude
37°7°46°’, and 1ying between meriaians of
longitude 116°20°18'° and 116°23°28'° com-
prising an area of 9 square miles and incluc-
ing wbhat ls xnown as Portymlile Canyon
Pueblo.

(a) Acreage limitations. See § 3101.1-
S. :

Raages 88, 87,
Ranges €6, 67,
Ranges 88, 67,

§ 3101.4=3 Lands patented to the State
of California.

The regulations in this subpart apply
to the lands patented to the State of
California for park purposes.

(a) Acreage limitations, See § 3101.1-

§ 3101.4—=t Nationul Forest
Minnesota.

Public domain lands, including lands
raceived in exchange for public domain
lands, or for timber on such lands pur-
suant to Part 2240 of this chapter,
situated within the exterior boundaries
of the national forests in Minnesota,
which because of withdrawal, reserva-
tion, statutory limitation, or otharwise,
are not subject to the general mining
laws of the United States or to mineral
leasing laws, and for the development
and utilization of which no cther au-
thority exists.

(a) Acreage limitations. See § 3101.1-5.
§3101.4~3 Lake Mead Recreation Area,

The area subject to the regulations in
this part is that area of land and water
which s snown on a certain map identi-
fled as "boundary map, RA-LM-7060-B,
revised July 17, 1963.” which {s on flle
and which i{s available for publc¢ in-
spection in the office of the Director of
the National Park Service and in the
headquarters ofice of the superintendent
of the Lake Mead National Recreation
Area. The area subject to these regula-
tioris may be revised by the Secretary as
autborized in the act.

(a) Acreage limitations. See § 3101.1-5.

§ 3101.4~6 National Forest Wilderneas.

As used {n this subpart the term “Na-
tional Forest Wilderness'’ means an area
or part of an area of Natlonal Porest
land designated by the Wllderniess Act
as a wilderness area within the National
Wilderness Preservation System.

(a) Acregge limitations. See § J101.1~

lands

in
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§ 3101.4=7 Whiskeytown-Shasta-Trinity
National Recreation Area.

The area subject to the r=gulations in
this subpart is that shown In drawing
numberea BOR-WEST 1004, dated July
1963, entitled "“Proposed Whiskevtown-
Shasta-Trinity  National lecreaion
Area,” whica is on dle and available fcr
public Inspecitfon in the office of :the
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Director of the Bureau of Outdoor
Recreation, Department of the Interior,
Washington, D.C. 20240.

(a) Acreage limitations. See 3§ 3101.-
1-5 and 3101.2-4.

Subpart 3102—Qualifications of
Lessees
§ 3102.1 General.

A statement over the offeror’s signz-
ture setting forth whether the offeror's
direct and indirect interests in oil and
gas leases, appiications, and offers there-
for and options exceed 246,080 acres !n
the same State of which no more than
200,000 acres are under option, or exceed
300.000 acres in each of the northern
and southern leasing districts of
Alaska, of which no more than 220,000 -
acres are held under option in each of
said leasing districts {s required.

§ 3102.1-1 Who may hold interests.

Mtineral leases may be issued only to
(a) citizens of the Unitad States; (b) as-
socfations of such citizens organized un-
der the laws of the United States or of
any State thereof, which are authorized
to hold such interests by the statute un-
der which organized and by the instru-
ment establishing the assoclation; (¢)
corporations organized under the laws of
the United States or of any State thereof;
or (d) municipalities. As used in this
group, “association” lncludes “partnere
ship.”

(a) Aliens. Allens may not acquire or
hold any direct or indirect Interest ir
leases, except that they may own or con-
trol stock (n corporations holding leases
if the laws of their country do not deay
similar or Uke privileges to citizens of
the United States. If any appreciable
percentage of the stock of a corporation
{s held by aliens who are citizens of a
country denying similar or like privileges
to U.S. citizens, its application will be
dented. o )

(b) Minors. A mineral lease will not
be issued to a minor, but oll and gas
leases may be issued to legal guardians
or trustees of minors {n their behalf,

§ 3102.1-2 Bona fide purchasers.

(a; Provisions of statute. The Act ol
September 21, 1959 (73 Stat. 371), as
amended by the Act of September 2, 1960
(74 S:at. 781; Public Law 86-70S5), pro-
vides that the right to cancel or forteit
for violation of any of the provisions of
this Act shall not apply so as to affect
adversely the title or intarest of a bona
fide purchaser of any lease, option to
acquire 3 lease or an interest therein, or
permit which lease. Interest, option or
permit was acquired and is held by a
qualified person, association, or corpora=-
tion in conformity with those provisions,
even though the holdings of the person,
association, or corporation from which
the lease, interes:. opticn, or permit was
acquired. or of his predecessor in titles
(including the original lessee of the
Tnited States) may nhave been cancelled
or forfeited or may be or may have teen
subjecs o cancellation or forfeiture lor
arLny such violation.

(b) Sgle of underlying interests. If
in any proceeding to cancel or for-
{eis a lease, interest {n a iease, cpton



to acquire a lease or an interest therein,
or a permit acquired in violation of any
of the provisions of this Act, an under-
lying leass, interest, option, or permit is
cancelled or forfeited to the Government
and there are valid interests therein or
valid options to acquire the lease oran
{nterest therein which are not subject to
cancellation, forfeiture, or compulsory
dispasttion, such underiying lease {n-
terest, option, or permit shall be sold to
the highest responsible. qualified bidder
by competitive bidding ir a manner
similar to that provided for {n the offer-
ing of leases by competitive bidding
subject to all outstanding valid Interests
therein and valld options pertalning
thereto. However, if less than the whole
{nterest {n the lease, {nterest, option, or
permit is cancelled of forfeited, such
partial interest shall likewise be sold In
simflar manner. If no satisfactory offer
is obtained as a result of the competitive
offering of such whole or partial in-.
terests, such interests may be sold by
such other methods as the authorized
officer deems appropriate, but on terms
not less favorablie to the Government
than those of the best competitive bid
received.

(¢) Right of dismissal. Effective as of
September 21, 1959, any party to any
proceedings with respect to a violation
of any provision of the Act, whether
initiated prior or subsequent to that
date, has the right to be dismissed
promptly as such a party by showing
that he holds and acquired the interest
involving him as a bona filde purchaser
without having violated any provisions
of the Act. No hearing shall be neces-
sSary upon such showing uniess prima
facia evidence is presented to indicate
a possible violation on the part of the
alleged bona fide purchaser.

(d) Suspension. If during any such
proceeding a party thereto flles a waiver
of his rights under his lease to drill or to
assign his interest thereto, or if such
rights are suspended by order of the Sec-
retary Dending s decision, payment of
rentals and the ronning of time against
the term of the lease or leases involved
shall be suspended as of the first day of
the month following the fillng of the
waiver or the Secretary’s suspension
until the first day of the month following
the final decision in the proceeding or
the revo¢ation of the waiver for sus-
pension,

§ 3102.2 Individuals. .
§ 3102.2-1 Statement of citizenship.

A statement over the offeror’s signa-
ture setting forth his citizenship shall
accompany each offer when first lled.

§ 3102.2-2 Preference right of patentee
or entryman.

(a) Regquirements. An entryman or
patentee who made entry prior to Febru-
ary 25, 1920, ar an assignee of such entry-
man or a vendee of such patentee i the
assignment or conveyance was made
prior to January 1, 1918, for lands not
withdrawn or classified or known to be
valuahble for oil and gas at date of eatry
shall be entitled, if the entry or patent is
impressed with a reservation of the ofl
or gas, to a preference right to a lease for

-

the land. A settler whose settlement was
made prior to February 25. 1920, on land
in the same status but which has since
been withdrawn, classifled, or is known to
contain ofl or gas, also has such a pref-
erence right.

(b) Notice required. Any offeror for
a lease to lands owned, entered or settled
upon as stated above must notify the per-
son entitled to a preference right of the
filing of the offer and of the latter’s pref-
erence right for 30 days after notice to
apply for a lease. If the party entitled to
a preference right flles a proper offer
within the 30-day period, he will be
awarded a lease: but if he fails to do so,
his rights will be considered to have
terminated.

§ 3102.3 Associations including partner.
ships.
§ 3102.3=1 Statements. -

If the offeror is an association which
meets the requirements of §3102.1-1
of this chapter, the offer shall be ac-
companied by a certified copy of 1its
articles of association or partnership, to-
gether with a statement showing (i) that
{t is authorized to hold oil and gas leases:
(i) that the member or partner execut-
{ing the lease {s authorized to act on
behalf of the association in such matters;
and (iii) the names and addresses of all
members owning or controlling more
than 10 perceat of the assoclation. A
separate statement f{rom each person
owning or- controiling more than 10
percent of the association, setting forth
be furnished. Where such material has
his citizenship and holdings, shall also
previously been flled. a reference by
serial number to the record in which {t
has been filed, together with a statement
as to any amendments, will be accepted.

(a) Exception. If the offer is made by
an association which does not meet the
requirements of § 3102.1~1 of this chap-
ter, the same showing as to citizenship
and holdings of its members shall be
made as is required of an individual,

§ 31024 Corporations.
§ 3102.4~1 Statements.

If the offeror is a corporation, the
offer must be accompanied by a state-
ment showing (1) the State in which it
is incorporated, (2) that {t is authorized
to hold oil and gas leases and that the
officer executing the lease {3 authorized
to act on behalf of the corporation in
such matters, (3) the percentage of vot-
ing stock and of all the stock owned by
aliens or those having addresses outside
of the United States, and (4) the names
and addresses of the stockholders hold-
ing more than 10 percent of the stock
of the corporation. Where the stock
owned by aliens is over 10 percent, add!-
tional {nformation may be required by
the Bureau before the lease i3 issued or
production {3 obtalned. A separate
statement {rom each stockholder own-
ing or controlling more than 10 percent
of the stock of the corporation setting
forth his citizenship and boldings must
also be furnished. Where such material
has oreviousiy been flled a reference by
serial number to the record in which it
has been filed, together with a statement
as 0 any amendments will be accepted.
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§ 31023 Guardian or trustee. ~—-

§ 3102.5-1 Statements.

If the offer is made by a guardian
or trustee, a certified copy of the court
order authorizing him to act as such aod
to fulfill in behalf of the minor or minors
all obligntions of the lease or arising
thereunder; his statements as to the
citizenship and holdings of each of the
minors, and a similar statement as to
his own citizenship and holdings under
the leasing act, including his holdings
for the benefit of other minors.

§ 3102.3-2 Evidence previously filed.

Where evidence of the authority to
act as a guardlan, trustee, an executor
or administrator, or where articles of as-
sociation, {ncluding partnership agree-
ments, have previously been flled pur-
suant to regulations in this section, a
reference by serial number to the record
in which such evidence has previously
been filed, together with a statement as
to any amendments thereof will be
accepted.

§ 3102.6 Attorney-in-fact.
§ 3102.6~1 Statementa.

(a) Evidence required. (1) Except
in the case where a member or a
partner signs an offer on behalf of an
association (as to which, see § 3102.3-1),
or where an officer of a corporation
signs an offer on behalf of the corpora-
tion (as to which, see §3102.4-1),
evidence of the authority of the at-
torney-in-fact or agent to sign the offer
and lease, if the offer is signed by
such attorney or agent on behalf of the
offeror. Where such evidence has pre-
viously been flied in the same land office
where the offer is flled, a reference to the
serial number of the record in which it
has been filed, together with a statement
by the attorney-in-fact or agent that
such authority is still in effect will be
accepted. :

(2) If the offer is signed by an at-
torney in fact or agent, it shall be ac-
companied by separate statements over
the signatures of the attorney-in-fact or
agent and the oferor stating whether or
not there is any agreement or under-
standing between them or with any other
person, either oral or written, by which
the attorney in fact or agent or such
other person has received or i3 to receive
any [nterest in the lease when issued,
inciuding royaity interest or interest in
any operating agreement usder the
lease, giving full details of the agree-
ment or understanding {f it is a verbal
one. The statement must be accom-
panfed by a copy of any such written
agreement or understanding. If such an
agreement or understanding exists, the
statement of the attorney-in-fact or
agent should set forth the citizenship of
the attorney-in-fact or agent or other
person and whether his direct and {n-
direct interests in oil and gas leases, ap-
plications, and offers inciuding options
for such leases or interests therein ex--
ceed 246,080 acres in any one State, of
which no more than 200,000 acres may
be held under opticn, or exceeds the pers
missible acreage in Alaska as set forth
in §3101.1-53. The statement by the
principal iofferor) may be filed within



15 days after the filing of the offer. This
requirement does not apply in cases in
which the attorney-in-fact or agent is a
member of an unincorporated associa-
tion tincluding a partnership), or is an
ofiicer of a corporation and has an in-
terest in the offer or the lease to be is-
sued soiely by reason of the fact that
he i{s a membher of the association or a
stockholder in the corporation.

(3) If the power of a'torney specifi-
cally limits the authority of the attorney
in fact to file offers to lease for the sole
and exclusive benefit of the principal
and not ln behalf of any other person in
whole or in part. and grants specific au-
thority to the attorney-in-fact to ex-
ecute all statements of interest and of
holdings in behalf of the principal and
to execute 21l other stateinants required,
or which may be required, by the Acts
and the regulations, and the prineipal
agrees therein to be bound by such rep-

centations of the attorney-in-fact and
waives any and all defenses which may
be availabte to the principal to contest.
negate or disafirm the actions of the
attorney-in-fact under the power of
attorney, then the requirement that
statements must be executed by the of-
feror will be dispensed with and such
statements executed by the attorney-in-
fact will be acceptable as compliance
with the provisions of the regulations.

§ 3102.7 Showing as to sole party in
interest.

A signed statement by the ofieror
that ke is the sole party tn interest {n
the offer and the lezse, {{ issued: if not
he shall set forth the names of the other
interested parties. If there are other
parties interested in the offer a separate
statement mus? be signed by them and
by the offeror, seiting forth the nature
and extent of tile interest of each in the
offer, the nature of the agreement be-
tween them if oral. and a copy of such
agreement {7 written. All ‘interested
parties must furnish evidence of their
qualifications to hold such lease interest.
Such separate statement and written
agreement, if any, must be filed not later
than 15 days after the flling of the lease
offer. Failure to file the statement and
written agreement within the time al-
lowed will resuit in the cancellation of
any lease that may have been issued pur-
suant to the ofer. Upon execution of the
lease the first year’'s reatal will be earmned
and deposited in the US. Treasury and
will not be returnable even though the
lease is canceled.

§3102.8 Heirs and devisees (estates).

I an oferor dles before the lease
is issued, the lease will be issued to the
executor or administrator of the estate
i probate of the estate aas not been
completed. and if probate has beea come
pleted, or is not required, to the heirs or
devisees, praovided there Is flied in all
cases an offer to lease in compliance with
the requirements of this section which
will be edective as of the efective date
of the original applicaticn or lease odfer
flled by the deceased. If there are acy
minor heirs or devisees, such offar can
only be made by their legal guardian or
crustee {a his pame. Each such offer
must be accornpa.med by the following
informadion:

(a) Where probate of the estate ha.s
not been completed:

(1) Evidence that the person who as
executor or administrator subomits the
offer, and bond form if a bond is re-
quired, has auchority to act in that ca-
pacity and to sign the offer and bond
forms.

(2) A statement over the signatuce of
each heir oc devisee, similar to that re-
quired of an offeror under § 3102.1 and
3102.2-1 concerning citizenship and
holdings.

(3) Evidence that the heirs or dev-
isees are the heirs or devisees of the
deceased offeror and are the only heirs
or devisees of the deceased.

(b) Where the executor or admm
istrator has been discharged or no pro-
bate proceedings are required:

(1) A certified copy of the will or de-
cree-of dstribution, if any, and {f not, a
statement signed by the helrs that they
are the only heirs of the oferor and the
provisions of the law of the deceased’s
last domicile showing that no probate s
required.

(2) A statement over the signature of
each of the heirs or devisees with refer-
ence to holdings and citizenship, similar
to that required under 33102.1 and
$ 310221 except that if the heir or de-
visee is a minor, the statement must be
over the signature of the guardian or
trustee.

§3102.9 Municipalities.

A municipality must submit evidence
of: (2) The manner in which it is orga-
nized: (b) that it is authorized to hoid a
permit or lease; and (¢) that the action
proposed has been duly authorized by its
governing body. Where such material has
previously been filed a reference by serial
number to the record in which it has
been flled. together with a statement as
to any amendments, will be accepted.

Subpart 3103—Fees, Rentals and

Royalty
§3103.0-3 Authorities.

(a) Fees. Act of August 31, 1951 (S
C.S.C. 140).
(b) Rentals. See § 3100.0-3.

§ 3103.1 Payments.
§ 3103.1-1 Form of remittance.

Cash, money order, check, certified
check, bank draft, and bank cashier's
check.

§3103.1-2 Where submitted.

(a) Proper land office. Unless ather-
wise directed by the Secretary, rentals
and royalties under all lezses and per-
mits issued under the act shall be paid
to the Magnager of the appropriate land
office. All remittances to Bureau of Land
Management offices shall be made pay-
able to the Bureau of Land Marnagement.

(b) Geological Survey. (1) All rentals
and royaities on producing oil and gas
leases, communitized jeases {n producing
well units, unitized leases in producing
unit areas, leases on which compensa-
lory royalty s payable, and all payments
under subsurface storage 3greements
and easements for directional drilling
are o be paid to the Reglonal OU and
Cas Supervisor of the U.S. Geological
Survey. 10

(2) Rentalsand royalties on producing
mining leases are to be pald to the Re-
glonal Mining Supervisor.
tances to Survey ofices shall be made
payable to the U.S. Geological Survey.

§3103.1-3 When submitted.

Each offer, when first filed, shall be
accompanied by a filing fee of $10 which
will be retained as a service charge, aven
though the ofer should be rejected or
withdrawn in whole or in parzt. See alse
§§ 3103.3~1 and 3103.3-2.

§ 3103.2 Feces.
§ 3103.2-1 General statement.

(a) Offers and applications, Ofers
for noncompetitive oil and gas leases
must be accompanied by a filing fee of
$10 for each application or offer. Such a-
fee will be retained as a service charge
even though the application or ofder
should be rejected or withdrawn in whole
or in part.

(b) Transfers. An application for ap-
proval of any instrument of transfer of
a lease or Interest therein or a filing of
any such {nstrument under § 3106.4 must
be accompanied by a fee of $10, and an
application not accompanied by payment
of such a fee will not be accepted for
flling by the manager. Such fee wiil not
be returned even though the application
later be withdrawn or refected in whole
or in part.

§ 3103.3 Rentals and royalties.
§ 3103.3-1 Rental requirement.

Each offer, when flrst filed, shall be
accompanied by full payment of the first
year's rental based on the total acreage
if known, and iZ not known, on the basis
of 40 acres for each smallest legal sub-
division. An offer deficient in the first
year's rental by not more than 10 per-
cent will be approved by the signing off-
cer provided all other requirements are
met. The additional rental must be paid
within 30 days from notice under penalty

. of cancellation of the lease.

§ 3103.3-2 Advance rental payments.

Rentals shall be payable in advance at
the foliowing rates:

(a) On noncompetitive lezses issued
on and after September 2, 196C, under
section 17 of the act for lands which on
the day on which the rental falls due lie
wholly outside of the known geologic
scructure of a3 produciag oil or gas fleld,
or on which on the day on which the

rental falls due the thirty days’ notice-

period under paragraph (b){(1) of this
section has not yet expired, an annual
reatal of 350 cents per acre or {racion
thereof for each lease year.

(1) TFor the sixth and each succeeding
year of a lease which issued prior to Sep-
tember 2, 1960, and in the State of Alaska
of any lease wbose initial term expired
on or after July 3, 1938, rental shall ke
payable at the rate of 30 cents per acr
or {raction thereof.

(2) For each year of the pritpary term
of a lease which issued prior to Septem-
ber 2, 1960, rental shall be payable at
the rate set forth (n the lease.

(D) On leases wholly or parily within
the mMmown geologic struciure of a pro-
ducing oil z8s Seld:

(1) If issued noncompetitively under
section 17 of the ace, and not comumitied
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to a cooperative or unit plan which in-
cludes a well capable of producing oil or
gas and contains a general provision for
allocation of production, beginning with
the first lease year after the expiration
of thirty days’ notice to the lessee that
all or part of the land is Included {n such
a structure and for each year thereafter
prior to a discovery of oil or gas on the
leased lands, rental of $2 per acre or
fraction thereof.

(2) If issued noncompetitively under
section 17 of the act, and committed to
an approved cooperative or unit plan
which {ncludes a well capable of produc-
ing oyl or gas and contains a general
provision for allocation of production.
the rental prescribed for the respective
lease years {n paragraph (a) of this sec-
tion shall apply to the acreage not within
8 participating area.

(3) If issued competitively, unless a
different rate of rental i{s prescribed in
the lease, an annual rental of $2 per
acre or fraction thereof prior to a dis-
covery on the leased lands. After a dis-
covery, {f the lease is unitized, such
rental shall be payable on the nonpar-
ticipating acreage only, and royaity as
provided in the lease and elsewhere in
this Part shall be payable on the par-
ticipating acreage..

(¢) On leases issued {n any other way,
an annual rental of $1 per acre or {rac-
tion thereof.

(d) A lease subject to the provisions
of section 31 of the act, as amended by
section 1(7) of the Act of July 29, 1954
(30 US.C. 188) on which there s no
well capable of producing oil or gas in
paying quantities, shall automatically
terminate by operation of law if the
lessee fails to pay the {ull rental due on
or before the anniversary date of the
lease. However, {f the time for pay-
ment falls upon any day in which the
proper office 0 receive payment is not
open, payment received on the next offi-
cial working day shall be deemed to be
timely. The *“anniversary date’” of a
lease means the same day and month in
succeeding years as that on which the
lease first became effective. The anni-
versary date of a lease does not change.

te) If on the anniversary date of the
lease less than a full year remains in
the lease term, the rentals due shall be
in the same proportion to the annual
rental as the period remaining in the
lease term is to a full year. The rentals
shall be prorated on a monthly basis
for the full months, and on a daily basis
for the fractional months remaining in
the lease term. For the purpose of pro-
rating rentals for a fractional month,
each month will be deemed to consist of
30 days.

(1) If the term of a lease for which
prorated rentals have been paid s fur-
ther extended to or beyond the next an-
niversary date of the lease, rentals for
the balance of the lease year shall be due
and payable on the date following the
date through which the prorated rentals
were paid. If the rentals are not paid
for the balance of the lease year, the
lease will be subject to canceilation by
the Secretary after he has given notice
to the lessee {n accordance with section
31 of the ac:. However, {f ths anni-
versary date occurs before the end of

the notice period, the rental for the en-
suing lease year shail nevertheless be
due on the anniversary date, and failure
to pay the full rental for that year, on
or before that date shall cause the ~léase
to terminate automatically by operation
of law, without relieving the lessee of
liability for rental due for the balance
of the previous lease year. (30 US.C.
189; 41 Stat. 437.) 1f the time for pay-
ment falls upon any day in which the
proper office to receive payment Is not
open, payment recetved on the next of-
ficial working day shall be deemed to be
timely.

§ 3103.3-3 Fractional interests.

Rentals, minimum royalties and royal-
tles payable for lands in which the
United States owns an undivided frac-
tional interest shall be in the same pro-
portion to the rentals, minimum royal-
ties and royalties provided in §§ 3103.3,
3103.3-4, and 3103.3-5, respectively, of
this part, as the undivided {racticnal in-
terest of the United States in the ofl
and gas underlying the leased lands is
to the full mineral interest.

§ 3103.3=% Royalty on production.

(a) On and after August 8, 1946, the
following royalty rates shall be paid on
the production removed or sold from
leases:

(1) 12!4 percent royalty on noncome-
petitive leases issued under section 17 of
the act: Provided, however, That any
holder of a lease for lands {n Alaska
which Issued and was outstanding prior
to May 3, 1958, who shall drill and make
the first discovery of oil or gas in com-
mercial quantities in any geologic struc-
ture shall pay a royalty on all produc-
tion under the lease of 3 percent for 10
years following the date of such dis-
covery and thereafter the royalty rate
shall be 12'4 percent. If such lease fs
committed to an approved unit or co-
operative plan under which such a dis-
covery is made, the § percent rate herein
provided shall, {for the purpose of com-
puting royalty due the United States,
inure to the henefit of all the land to
which an allocation is made under such

(2) Such rates as are prescribed in the
notice of sale in thé case of all leases
thereafter issued by competitive bidding.

(3) 12'% percent on all leases there-
tofore issued, except competitive leases,
and on exchange and renewal leases
thereafter issued, as to production from

(1) Land determined by the Director,
Geological Survey, not to be within the
productive limits of any oil or gas de-
posit on August 8, 1944.

(1) An oil or gas deposit which was
discovered after May 27. 1941, by a weil
or wells drilled within the boundaries of
the lease and which is determined by
the Director, Geological Survey, to be a
new deposit.

(111) Or allocated to a lease pursuant
to an approved unit or cooperative agree~
ment from an ofl or gas deposit which
was discovered on unitized land after
May 27, 1941, and determined by the Di-
rector, Geological Survey, to be a new
deposit, but only if at the time of dis-
covery the lease or, in the case of an ex-
change lease, the lease for which {t was
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exchanged was committed to the agree-
ment or was {ncluded (n a duly executed
and flled application for approval of the
agreement.

(4) From lands within exchange and
renewal leases not subject to subpara-
graph (3) of this paragraph the rate of
royalty shall be identical to that pre-
scribed in the prior lease, except that for
a lease issued {n exchange for or as a
renewal of a lease carrying a flat royalty
rate of 5 percent to the United States
the royalty shall be as follows:

(1) When the average production of
oil for the calendar month in bharrels per
well per day is: )

Not over 110 the royalty shall be 124 %.

Over 110 but not over 130 the royalty shall
be 18% of all production.

Over 130G but not over 150 ths royalty shall
be 18% of all production.

Over 150 but not over 200 the royalty shall
be 20% of all production. .

Over 200 but pot over 250 the royalty shall
bs 21% of all production.

Over 250 but not over 300 the royalty shall
be 22% of all production.

Over 360 but not over 350 the royalty shall
Be 23% of all production.

Over 350 but not aver 400 the royalty shall
be 24% or all production.

Over 400 the royalty shall be 25% «f all
production.

(1) On gas, including inflammable
gas, helium, carbon dioxide, and all other
natural gases and mixtures thereof, and
on natural or casinghead gasoline and
other liquid products obtained from gas:
when the average production of gas per
well per day for the calendar month does
not exceed 5,000,000 cubic feet, 12% per-
cent; and when the production of gas ex-
ceeds 5,000,000 cubic feet, 1624 percent
of the amount or value of the gas and
liquid products produced.

(3) In the case of competitive leases,
and other leases theretofore issued, inso-
far as subparagraphs (3) and (4) of this
paragraph are inapplicable, the rates
specified In the lease.

(b) The average production per well
per day for oil and for gas shall be deter-
mined pursuant to 30 CFR Part 231, “O11
and Gas Operating Regulations.”

(¢) In determining the amount or
value of gas and liquid products pro-
duced, the mount or value shall be net
after an allowance for the cost of manu-
facture. The allowance for cost of
manufacture may exceed two-thirds of
the amount or value of any product only
on approval! by the Secretary of the
Interior.

(d) The Secretary of the Interior may
establish reasonable values for purposes
of computing royalty on any or all ofl,
gas, natural gasoline, and other lquid
products obtained from gas, due con-
sideration being given to the highess
price paid for a part or for a majority
of production of lke quality in the :ame
fleld, to the price received by the lesses,
to pasted prices and to other reiesvant
matters. In appropriate cases this will
be done after notice to the parties and
opportunity to be heard.

§ 3103.3-3 Minimum royalties.

On leases issued on or after August

8, 1946, and on those issued prior thereto

if the lessee flles an election under sec-
tfon 15 of the act of August 8, 1946, a



minimum rovaity of $1 per acre In leu
of renial. shall be payable at the expira-
tion: of each lease year after a discovery
has been made on the leased lands, com-
meneing with the lease year, beginning
on or after the date of such discovery,
except tiat on unitized leases the mini-
mum royalty shall be payable only on
the particizating acresage. If the actual
royalty paid during any year aggregates
less than $1 per acre the legsee must pay
the differenice at the expiration of the
lease year.

§ 3103.3-6 Limitation
royalties.

An agreement creaiing overriding roy-
altles or payments out of the production
of oil which, when added to overriding
royalties or payments out of production
of oil previously created and to the royal-
ty payable to the United States, aggre-
gate In excess of 17!4 percent shall be
deemed a violation of the terms of the
lease ynless such agreement expressly
provides that the obligation to pay such
excess overriding royalty or payments
out of production of oil shall be sus-
pended when the average production ot
ofl per well per day averaged on the
monthly basis is 15 barrels or less. The
Umitation on overriding royalties or
payments out of prcduction is not appli-
cable to the production of gas. The
Umitation in this section will apply sepa-
rately to any zone or portion of a lease
segregated for computing Government
royalty.

§ 3103.3-7 Waiver, suspension or reduc-
tion of rental or minimum royalty.

(a) In orcer to encourage the greatest
ultimate recovery of oil or gas and in
the interest of conservation, the Secre-
tary of the Interior whenever he deter-
mines it necessary to promote develop-
ment or finds that the leases cannot be
successfully operated under the terms
provided therein may waive, suspend,
or reduce the rental or minimum royalty
or reduce the royalty on an entire lease-
hold, or on any deposit, tract. or portion
thereof segregated for royally purposes.

(b) An apptication for any of the ubove
benefits shall be flled in triplicate in the
offce of the O.l and Gas Supervisor foroil
and gas leases. It must contein the serial
number of the leases, the land odice
name, the name of the record title holder
and operator or sublessee and the
description of the lands by legal
subdivision.

(1) Each application {nvolving oil or
gas shall show the number, location. and
status of each well that has been drilled,
a tabulated statement for each month
covering a pericd of not less than six
months prior to the date of 4ling the ap-
plication of the aggregate amount of oil
or gas subject to royalry computed (n
accordance with the oil and gas operat-
ing regulations. the number of wells
counted as producing each month, and

the average produc:ion per well per day.

t¢) Every application must contain a
detailed statement of 2xpenses and costs

of operating the entire lease, the incoze
from the sale of any leesed products. and
all facts tending o show whether the
wells can be successfully operated upon
the royalty or rental fxed in the lease.

of overriding

Where the application is for a reduction
in royalty full information shall be fur-
nished as to whether royalties or pay-
ments out of production are paid to
others than the TUnited States, the
amounts so paid and eforts made to
reduce them. The applicant must also
file agreements of the holders o a per-
manent reduction of all other royalties
from the leasehold to an aggregate not
in excess of one-half the Government
royalties.

§ 3103.3—8 Suspension of operations and
production.

(a) Applications by lessees for rellef
from the producing requirements or {roc
all operating and producing require-
ments of mineral leases shall be filed in
triplicate in the ofice of the Regional Ol
and Gas Supervisor for oll and gas leases,
and in the oflce of the Regional Miningz
Supervisor for all other leases. By De-
partmental Order No. 2699 and Geo-
logical Survey Order No. 218 of August
11, 1952, the Pegional Oil and Gas Super-
visors and the Regional Mining Super-
visors are authorized to act on appiica-
tions for suspension of operations or
production or both filed pursuant to this
section and to terminate suspensions of
thils kind which have been or may be
granted. As to oil and gas leases, no
suspension of operations and production
will be granted on any lease in the ab-
sence of a weall capable of preduction on
the leasehold, except where the Secre-
tary directs a suspension in the interest
of conservation. Complete {nformation
must be furnished showing the necessity
of such relief.

(b) The term of any lease will be ex-
tended by adding thereto any period of
suspension of all operations and pro-
duction doring such term pursuant to
any direction or assent of the Secretary.

(¢) A suspension shall take effect as
of the time specified in the direction ar
assent of the Secretary. Rental and
minimum royalty payments will be sus-
pended during any period of suspension
of all operations and production directed
or asseénted to by the Secretary, begin-
ning with the first day of the lease
month on which the suspension of opera-
tions and production becomes eZective
or, if the suspension of operations and
production becomes effective on any date
other than the first day of a lease month.
beginning with the frst day of the lease
month following such effective date.
The suspension of reantal and minimum
royalty payments shall end on the first
day of the lease month n wnich opera-
tions or production is resumed. Where
rentals ara creditable against royalties
and nave been paid in advance, proper
credit will be allowed on the next rental
or royalty due under the lease,

(d) No lease shail be deemed to expire
by reason of a suspension of either oper-
ations or production only, pursuant to
any dlrection or assent of the Secretary.

(e) If there {s a well capable of pro-
ducing on the leased premises and all
cperations and producsion are suspended
pursuant to any direction or assant of
the Secrecary, the commercement of
driiling operations only will he regarded
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as terminating the suspension as {0 op~
erations but not as to production, and as
terminating the period of suspension to .
be added to the term of the lease as pro-
vided in paragraph (b) of this section
and the period of suspension of rental
and minimum royalty paynoients &s pro-
vided in paragrapn (c¢) of this section.
However, as provided in paragrapa (d)
of this section, the term of the lease will
nct be deemed to expire so long as the
suspension of operations or production
remains in effect.

(f) The relief authorized under this
sectlion may also be obtained for any oil
and gas leases included within an ap-
proved unit or cooperative plan of de-
velopment and operation.

Subpart 3104—Bonds
§ 3104.0-3 Definitions.
(a) General lease bond.
§3104.1 Types of bonds.

Bonds shall be'either corpaorate surety
bonds cr personal bonds except that
bonds with Individual sureties may be
furnished for the protection of the entry-
man or owner of surface rights.

(a) Generel lease or drilling bond.
All leases shall provide that where
a $10.000 bond is not already being main-
tained a gereral lease bend in the penal
sum of 510,000 conditioned upen com-
pliance with all lease terms covering the
entire leasehold, shall be furnished by
the lessee prior to the beginning of drill-
ing operations.

(8) Known structure or competitive
lease Dond. The successful bidder for a
competitive lease prior to the issuance of
the lease must furnish a corporate surety
bond in the sum of at least couble the
amount of the S2 per acre annual rental
but in no case less than $1,000 nor more
than $10.000 conditioned on compliance
with all the terms of the lease. and such
a bond also must ve fled when all or
any par: of the land in a lease issued
noncompetitively is included within the
limits of a known geologic structura of a
producing oil or gas fleld.

(¢) Bor * for protection of surface
owner. Un. a general lease t.ond is fled,
a noncompetcitive lessee will be required
prior to entry on the leay ! lanus to
furnish and maintain a tond :a the penal
sum of not less than $1,000 {n those
cases in which a bond s required by law
for the protection of the owners of sur-
(ace rights.

§ 3104.1=1 Where filed and copics.
(a) Properlond ofice, in single copy.
§3104.1=2 hen filed.

(a) Prior to commencement of drill-
ing operations.

(b) After notice that lands have been
included within the limits of a knmown
geologic structure.

(¢) Prior to eniry on surface of pal-
ented lands,

(d)y Prior to issuance of a compelitiv
lease.

§3104.1-3 .Form of bonds.

Tre bonds furaished will be on lorms
approved by the Director.
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§ 31042 Operator’s bond.

§ 3104.2=-1 Compliance.

An operator or, {f there is more than
one operator covering different portions
of the lease, each operator may furnish a
$10,000 general lease bond In his own
name as principal on the bond in leu of
the lessee. Where there are one or more
operator’s bond affecting a single lease,
each such bond must be conditioned upcn
compliance with all lease terms for the
entire leasehold.

§ 3104.2-2 Approval

An operator’s bond will not be accepted
unless the operator holds an operating
agreement which has been approved by
the Department or has pending an op-
erating agreement {n proper condition
for approval. The mere designation as
operator will not suffice.

§ 3104.2-3 Defauit.

Where a hond is furnished by an op-
erator, suit may be brought thereon
without joining the lessee if he Is not a
party to the bond.

§ 3104.3 Individual sareties.
§ 3104.3-1 Protection.

(a) Entry to leased lands.

(h) Bonds with individual sureties
may be furnished for the protection of
the entrymen or owner of surfz:e rights.

§ 3104.3-2 Net worth statement.

Each surety must execute a statement
shawing that he {3 worth {n real prop-
erty not exempt from execution, double
the sum specified {n the undertaking,
over and above his just debts and llabill-
ties and that he i3 either a resident of
the same State and the U.S. Judicial Dis-
trict as the principal on the tond, or of
the State and the Judicial District in
which the lands involved are located.

§ 3104.3-3 Certificate required.

There also must be furnished a certifi-
cate by a judge or clerk of a court of
record, a US. Attorney, a U.S. Commis-
sioner, or 3 U.S. Postmaster, as to the
identity, signature, and financial com-
petency of the sureties,

§ 3104.3-4 Requirements.

All bonds furnished with individual
sureties will be examined every 2 years,
or at any other time when found ad-
visable, and the princinal on the bond
will be required to furnish new state-
ments of justification by the sureties and
8 new certificate of inancial competency,
and if such sureties are unable to
qualify additional security will be re.
quired.

§ 3104.3=3 Terms.

Where surety bonds are teadered
with individuals as sureties they must be
executed by not less than two qualified
individual sureties to cover compliance
with all terms and conditions of the lease
or permit or the aprplicable law or regu-
lations.

§ 3104.3-6 Torms.

The statement of justification required
to be furnished by the sureties. and the
certificate of competency should be on
a form apnroved by the Director.

§ 3104.4 Personal bond or corporate

nd.
§ 3104.4-~1 Amount.

(8) Personal bdond. In Ueu of a surety
bond. a personal bond in a like amount
may be given by the obligor with the de-
posit as security therefor ¢{ negotiable
bonds of the United States of a par value
equal to the amount specified in the
bond.

(B) Corporate bond.

§ 3104.4~2 Deposit of securities.

Personal bonds must b2 accompanied
by a deposit of negotiable Federal securi-
tles in a sum equal at their par value to
the amount of the bond and by a proper
conveyance to the Secretary of fuil au.
thority to sell such cecurities In case
of default {n the performance of the
conditions of the lease bond.

§ 3104.4-3 Qualified sureties.
(U.S. Treasury list.)

§ 3104.5 Nationwide hond.

§ 3104.5=1 Amount.

The holder of leases or of operating
agreements approved by the Department
or holder of operating rights by virtue
of being designated operator or agent by
the lessees pending departmental ap-
proval of operating agreements, may fur-
nish a bond the amount of which must be
$150,000 for full nationwide coverage
under both the Mineral Leasing Act and
the Mineral Leasing Act for Acquired
Lands of 1947 (61 Stat. 913; 30 U.S.C.
351-369).

8§ 3104.6 Statewide bond.
§3104.6=1 Amount.

The holder of leases or of operating
agreements approved by the Department
or holder of operating rights by virtue of
being designated operator or agent by
the lessees pending departmental ap-
proval of operating agreements, may
furnish a bond the amount of which must
be at the rate of $25,000 for each urit of
coverage.

§ 3104.6-2 Unit of covernge.

A unit of coverage shall be all the
lands in any one State held Ly the prin-
cipal under either the Mineral Leasing
Act or the Mineral Leasing Act for
Acquired Lands. Coverage under both
acts in one State constitutes two units.

§ 3104.7 Defaulr.
§ 3104.7-1 Payment by surety.

Whers upon a default the surety makes
payment to the Government of any in-
debtedness due under a lease, the face
amount of the surety bond and the
suretv’s Uability thereunder shall be re-
duced by the amount of such payment.
§ 3104.7-2 Penalyy. -

Thereafter, upon penalty of cancella-
tion of all of the leases covered by such
bond that prineipal shall post a new na-
tionwide bond in the amount of $150,000
or a unit bond, as the case may be, within
6 months after notice, or within such
shorter period as the authorized officer
gfx. the Bureau of Land Management may
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§ 3104.7-3 Relief.

However, in leu thereof, the principal
msy within that time flle separate bonds
for each lease,

§ 3104.7=% Applicability of provisions to
existing bonds.

The provisions hereof may be made
applicable to any nationwide or statewide
bond in force at the time of the ap-
proval of the amendment of this para-
graph by filing {n the appropriate land
office a written consent to that effect and
an agreement to be bound by the provi-
sions hereof executed by the principal
and the surety. Upon receipt thereof the
bond will be deemed to be subject to the
provisions of this paragraph.

§ 3104.8 Unit bond form.
(See 30 CFR § 226.15.)
§ 3104.9 Exploration boad.

(a) Individual. Simultaneously with
the filing of the Notice of Intent to Con-
duct Oil and Gas Exploratic: - iirae
tions, and before entry is mag« «u the
land, the party or parties Aling ths
“Notice of Intent to Conduct Oil and Gas
Explcration Operations” must flle with
the District Manager a surety company
bond in the amount of $5,000, condi-
tioned upon the full and faithful com-
pliance, for each oil and gas exploration
operation, with all of the terms and con-
ditions of the regulations in this sube
part and of that notice.

b '(l‘:i) Nationwide. A $50,000 nationwide
ond.

(¢) Statewide. A statewide bond In
the amount of $25,000 covering all ofl
and gas exploration operations in the
same State.

§ 3104.9~1 Riders to existing bond
forms.

(a) Nationwide end statewide bonds.,
Holders of nationwide and statewide oil
.and gas lease bonds shall be parmitted to
amend their bonds to include exploration
gcﬁ:isues in lleu of furnishing additional

onds.

§ 3104.9=5 Termination of period of
liability.

The District Manager will not give his
consent to the canceilation of the bond
it an individual bond was submitted. or
to the termination of Uability if a State
or nationwide bond was submitied, un-
less and until all of the terms and con-
ditions of the “Notice of Intent to Con-
duct Oil and Gas Exploration Opera-
tions” have been complied with. Shouild
the District Manager or any other au-
thorized officer of the Bureau of Land
Management fail to notity the party
within 90 days from the flling of “Notica
of Completion” that all terms and
conditions have been complied with or
that additional corrective measures must -
be taken to rehsabilitate the land,
lability under an individual bond or
lability for a particular oil and gas ex-
ploration operation under a state or
nationwide bond shall automatically tar-
minate on the 91st day.



Subpart 3195—Cooparative
Conservation Provisions
§ 3105.0-7 Cross-references.

The proceaurs in obtaining approval
of a cooperative or unit plan of develop-
ment inciuding suggested text of an
agreement acceptable to the Department
is contained in 30 CFR Part 226 “Tnit
or Cooperative Agreements”.

§3105.1 Cooperative or unit plans,
§ 3105.1-1 Where filed.

All applications to unitize and all doe-
uments incident thereto shall be filed
{n the ofice of the O and Gas Syper-
visor, G=ological Survey in the region
in which the unit area is situated.

§ 3105.1-2 Purpose.

The agreement must be for the purpose
of more properly conserving the natural
resources of any such oil or gas pool,
fleld, or areu covered thereby and must
be determined and certified by the Sec-
retary of the Interior to be necessary or
advisable in the public interest.

§ 3105.1-3 DProtection of public interest.

The Secretary, with the consent of the
lessees, {5 authorized to establish, alter,
change or revoke drilling, producing,
rental, minimum royalty, and royalty re-
quirements of tixe leases and to make
such requlations with reference to such
leases as he may deem nec¢essary or prop-
er to secure che protection of the public
interest.

§ 3105.1-4  Acreage chargeabhility,

All lease: committed to ary unit or
cooperative lan approved or prescribed
by the Secra2tary of the Interfor shail
be. exceptas in determining acreage
charges. P'ar ‘he extension of leases com-
mitted to a :nit plan, see section 3107.4.

§ 3105.1=53 Requirements,

The act authorizes lessees and thelr
represenzatives to unite with each
other, or iaintly or. separately with
others, in coilectively adopting and oper-
ating under a cooperative or unit plan
of development or operation of any otl
or gas peol, eld, or like area, or any part
thereof (whne:ihrar or not any part of such
pool. Zeld, or iike area Is then subject
to any cooperative or uanit plan of de-
velopm~nt or cperation).

§ 3105.2 Communitization or drilling

§31052-1 Where filed.

(a) Prelininagry request. Prelimirnarcy
requests ¢ communitize separate tracts
shall be Fled in triplicate with the Oil
and Gas S 'pervisor,

(b) E=zeciled agreements. Executed
agreements shall be submitted {n sudi-
cient cumber to permit retention of five
copies by thae Department after approval
§ 3105.2-2 Purpose,

The Secretary i3 authorized wken
separate tracis under lease caznot be
{ndependently developed and operated
in conformity with an established well-
spacing or well-deveiopment preagram, to
approve communitizadon or d-ilizg
agreements for the leasz or any portion
therec! with other lands. whether or not

owned by the United States, when {n tke
public Interest. Operations or produc-
tion pursuant to such an agreement
shall be deemed to be operations or pro-
duction as to each lease committed
thereto.

§ 3105.2-3 Requirements.

The agzreement shall describe the
separate tracts comprising the drilling or
spacing unit, shall show the spportion-
ment of the production or royaltlies to
the several parties and the name of the
operator, and shall contain adequate
provisions for the protection of the in-
terests of all partles, including the
United States. The agreement must be
signed by or in behalf of all necessary
parties and will be efective only after

approval by the Secretary of the Interior,

as proviced therein.

§ 3103.3 Onperating, drilling, or develop-
ment countracts.

§3105.2-1 Where filed.

A contract submittted for approval un-
der this provision should be filed with the
sppropriate Land Office Manager, Bureau
of Land Management, together with
enough coples to permit retention of five
coples by the Department after approval

§ 3105.3-2 Purpose.

The authority of the Secretary
to approve operating, drilling, or de-
velopment contracts without regarsd to
acreage limitations ordinarily wiil be
exerclsed only to permit aperators or
pipeline companies to eanter into con-
tracts with a number of lessees sutficient
to justify operations on a large scale fer
the discovery, development, produection,
or transportation of ocil or gas and to
finance the same.

§3105.3-3 Requirements.

The ccntract should be accompanted
by a statament showing all the interests
held by the contractor.in the area or
fleld and the proposed or agreed rplan of
operation or davelopment of the Seld. All
the contracts neld by the same contractar
in tha area or field should be submitted
for approval at the same time, and full
disclosure of the project made. Com-
plete details must be furnished in order
that the Secretary may have facts upon
which to make a definite determination
in accordance with the provisions of the
act, and prescribe the corditions on
which approval of the contracts is made.

§ 3105.4 Combination for joint opera-
tions or for transportation of oil.

§3105.4=1 Where filed.

An applicaticn uznder this section
together with enougn coples to permit
retention of Bve copies by the De-
partment after approval shouid be iiled

it the Director, Bureau of Land Man-
agement.

§ 3105.4=2 Purpose.

Upon obtaining the apprcval of the
Secretary, lessees may combine their in-
terests in leases f{or the purpose of con-
sttucting and carsying on the business
of a refinery, or of establishing and con-
siTucting as a corrmicn carrier a pipe line
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or llnes of railroads to be operated arld
used by them jointly in the transporta-
tion of ofl from their several wells or
{from the wells of other lessees, or to in-
crease the acreage which may be ac-
quired or held under the provisions of
section 17 of the act relating to competi-
tive leases.

§ 3105.4-3 Requirements.

The application must show a rea-
sonable need for the combination and
that it will not result In any concentra-
tion of control over the production or
sale of cil and gas which would be incon-
sistent with the anti-monopoly provi-
sions of the law.

§ 3105.4—=% Righis-of-way.

Rights-of-way for oll and gas pipe
lines may be granted as provided for in
Group 2800 of this chapter. .

§ 31033
gas.
§ 3105.5-1 Where filed.

(a) Application. Applications for sub-
surface storage shall be filed in triplicate
with the Oll and Gas Supervisor.

(b) Finalagreemnent. Enough copies of
the final agresmenyi signed oy the partles
in interest shall be subnmiited for the ap-
proval of the Secretary to permit reten-
tion of flve copies by the Department
after approval,

§ 3105.5=2 Purpose. :

In order to avold waste or to promote
conservatinn of natural resources, the
Secreiary of the Interior, upon applica-
tion by the interested parties, may au-
thorize the subsurface siorage of oil or
gas, whather or no: produced from fed-
erally owned lands. in lands leased or
subject to icase undar the 2ct. Such au-
thori2ation will provide for the payment
of such storage fee or rental on the stored
oil or gas as mzy be determined adequate
{n each case, aor, in lieu thereof, for a roy-
alty other than that prescribed in the
lease when such stored oil or gas is pro-
duced in conjunction with oil or gas not
previously produced.

§ 3105.5-3 Rcquirements.

The firal agreement shail disclose the
ownership of the lands invoived, the
parties in interest, the storage fee, rent-
al, or coyalty offered to be paid for such
storage and all essentia! information
showingz the necessity for such project.

§ 3105.5~+ Extension of lease term.

Any lease uszed for the storage of
ofl or gas shall be extended for the pericd
of such storage and so long thereafier as
oil or gas not previousiy produced is pro-
duced in paying quantities.

3 3103.6 Consolidation of leases.

Consolidation of leases may be. ap-
proved if it Is determined that there !s
sufficient justification. Zach application
will be considered on its own merits.
Ordinarily, leases to different lessees for
diZerent terms, rental, and royalty races
as well as those containing nrovisions of
iaw which cannot be reconciled, will not
be considered for consolidation. The ef-
fective date of the consolidacted lease
will be that of the oldest lease involved.

Subsurface storage of oil and



Subpart 3106—-Assignment or
Transfers and Subleases
§ 3106.1 Qualifications.
§ 3106.1=1 Who may file.

Leases may be assigned or subleased
.as to all or part of the leased acreage
and as to either a divided or undivided
interest therein to any person or persons
qualified to hold a lease.

(a) Minors—(1) Ezxception. A minor,
except a minor heir or devisee of a lessee,
{s not qualified to hold a lease and an
assignment to a minor will not bhe
approved.

§ 3106.1=2 Failure to qualify.

No assignment will be approved if the
assignee or sublessee or any other partles
{n interest are not qualified ta take and
hold a lease or if their bond is insuf-
ficient ar if they fall to flle the statement
of interest required by section 31068.1-4.

§ 3106.1-3 Number of copies required.

A single copy of any additional in-
formation relating to citizenship and
qualifications of corporations will be suf-
ficient, Except for assignments of royalty
interests all instruments of transfer of
8 lease or of an interest therein, ine-
cluding assignments of working interests,
operating agreements, and subleases,
must be flled for approval within 90
days from the date of final execution
and, except for record title assignments,
must contain all of the terms and con-
ditlons agreed upon by the parties
thereto, together with similar evidence
and statements as that required of an
offeror under subpart 3102,

§ 3106.1—% Sole party in interest.

The assignment or sublease must be
accompanied by a signed statement by
the assignee or sublessee that he is the
sole party in interest in the assignment
or sublease; if not, he shall set forth the
names of the other interested parties. If
there are other parties {nterested in the
assignment or sublease, a separate state-
ment must be signed by them and by the
assignee or sublessee setting forth the
nature and extent of the interest of each,
the nature of the agreement hetween
them, !f oral, and a copy of the agres-
ment if written. Such separate state-
ment and written agreement, {f any,
must be flled not later than 15 days
after the gling of the assignment or sub-

§ 3106.1=3  Attorney-in-fact.

Where an attorney-in-fact or agent,
in behalf of the assignor or assignee,
signs the {nstrument of transfer or
the application for approval, evidence
of the authority of ths attorney-in-fact
or agent to sign such assignment or ap-
plication must be furnished. Where such
evidence has previously been flled in the
same land office where the assignment
is flled, a reference to the serial number
of the record in which it has been flled
will be accepted. In those cases where
the application for approval of an as-
signment is signed by an attorney-in-fact
or agent there must slso he submitted
similar statements and evidence from the
principal and the agent or attorney-in-
fact to that required by § 3102.5.

§ 3106.1=6 Heirs and devisees.

In order for the heirs or devisees
of & deceased holder of a lease, an oper-
ating agreement, Or a royalty interest
in a producing lease, to be recognized by
the Department as the holder of the
lease, agreement, or interest, there must
be furnished the appropriate showing
required under § 3102.8.

§ 3106.2 Requirements.
§ 3106.2-1 Where filed and filing fee.

An application for approval of any
instrument of transfer of a lease of
interest therein or a filling of any such
instrument under § 3106.4 must be flled
in the proper land office and accompanied
by a fee of $10. An application not ac-
companied by payment of such a fee will
not be accepted for fling by the manager.
Such fee will not be returned even though
the application later be withdrawn or
rejected in whole or in part.

§ 3106.2-2 Forms and statements.

(a) Record title; copies required. As-
signments of record title interests must
be filed in triplicate.

(1) Approved form. A form approved
by the Director, or unofficial copies of
that form in current use may be used for
such transfers and requests for approval:
Provided, That the unofiicial copies are
exact reproductions on one sheet of both
sides of the oifficial approved one-page
form, and are without additions, omis-
sions, or other changes, except that the
coples shall {nclude the following state-
ment above the signature of the as-
signee: “This {form is submitted in l{eu of
the official form and contains all of the
provisions thereof as of the date of Aling
of this assignment.” In addition, the
name and address of the printer or other
party issuing unofficial reproductions of
the official form shall be printed thereon.
This form may be used for any assign-
ment which affacts a transfer of the
record title to all or part of an ofl and
gas lease, but {t Is not to be used for

any other type of transfer. The official .

form, or a valid reproduction of the of-
fictal form, will also constitute approval
of the assignment when signed by the
manager of the land office in behalf of
the United States.

(2) Separate tinsitruments required.
A separate Instrument of assignment
must be filed for each ofl and gas lease
when transfers involve record titles.
When transfers to the same person, assg-
ciation, or corporation, {nvolving more
than one oil and gas lease are filed at
the same time for approvsal, one request
for approval and one showing as to the
qualifications of the assignee will be suf-
ficient.

(b) Other than record title; coples
required. A single executed copy of all
other instruments of transfer, or of an
operating agreement is sufficient.

§ 3106.2~3 Bonds.

(a) Coverage. If a bond is necessary, it
must be {urnished. Where an assignment
does not create separate leases the as-
signee, If the asslignment so provides, may
become a joint principal on the bond with
the assignor. Any assignment which
does not convey the assignor’s record
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title in all of the lands in the lease must
also be accompanied by consent of his
surety to remain bound under the bond
of record for the lease interest retained
by said assignor, if the bond, dy ita
terms, does not contain such consent. If
a party to the assignment has previously
furnished a nationwide or statewlde
bond, no additional showing is neces-
sary by such party as to the bond
requirement.

(b) Continuing responsidility. The
assignor or sublessor and his surety
will continue to be responsible for the
performance of any obligation under
the lease until the ass{gnment or, sub-
lease is approved. If the assignment or
transfer i{s not approved, their obliga-
tions to the United States shall continue
as though no such assignment or trans-
fer had been filed for approval. After
approval the assignee or sublessee and
his surety will be responsible for the per-
formance of all lease obligations not-
withstanding any terms {n the assigne
ment or sublease to the contrary.

§ 3106.2—% Royalty and production pay-
ments.

(a) Royalty. If any overriding royulty
or payments out of production are cre-
ated which are not shown in the {nstru-
ment or agreement, a statement must be
submitted describing them. .

(b) Production payments. If pay-
ments out of production are reserved, a
statement should be submitted stating
the detalls ag to the amount, method of
payment, and other pertinent terms. A
single copy of any additicnal information
relating to citizenship and qualifications
of corporations, will be suficient.

Unless the lease account 13 in good
standing as lo the area covered by the
assignment when the assignment and
bond are flled, or is placed in good stand-
ing before the assignment is reached for
action the lease will be canceled as pro-
vided in subpart 3108.

§ 3106.2=-6 Description of. lands.

Each Instrument of transfer must
describe the lands involved in the same
manner as described in the lesse or in
the manner required by § 3101.1-4.

(a) Effect of assignment. An assign-
ment of a definitely described portion of
the lands in a lease segregates the as-
signed and the retained portions Into
separate and distinct lesses. An assign-
ment of an undivided interest either in
the entire leasehold or in any definitely
described portion thereof shall not seg-
regate or have the effect of segregating
the lease into separate or distinct leases.
§ 3106.3 Approval.

§ 3106.3-1 Approval.

To obtain approval of a transgfer
affecting the record title of an ofl and
gas lease, a request for such approval
must be made, within 90 days from the
date of the execution of the assignment
by the partiss. )

§ 3106.3=2 Separate zones.,

An assignment of a separate zone or
deposit or of a part of a legal subdivision
will not be approved unless the necessity
therefor is established by clear and con-
vicing evidence.



§ 3106.3=3 Effective date.

Subject tc final approval by the Bu-
reau of Land Management, assignments
or subleases shall take effect as of the
first day of the lease month following
the date of fiiing in the proper land offlce
of all tne papers required by this
subpart.

§ 3106.3—=4 Transferof offer.

A transfer of the whole interes: In all
or any part of the offer may be approved
as an incident to the transfer, by assign-
ment or otherwise. of the whole interest
in all or any part of the lease. A transfer
of an undivided {ractional interest In the
whole offer may be approved as an {nci-
dent to the transfer of an undivided
fractional interest in the whole lease. An
application for approval of a transfer of
an offer must include a statement that
the transferes agrees to be bound by the
offer to the extent that it Is transferred
and must be signed by the transferee. In
other instances transfers of an offer will
not be approved prior to the issuance
of a lease for the lands or deposits cov-
ered by the said transfers.

§ 3106.4 Royaity interests.

Royalty Interests in oil and gas leases
constitute holdings or control of lands
and deposits within the meaning of sec-
tion 27 of the act. In order that the
holdings of the assignee may be verifled,
all assignments of royalty interests
should be flled-for record purposes with-
in 90 days {rom the date of execution, but
no formal approval will be given. Any
such assignment will be deemed to he
valid provided {t is accempanied by a
statament over the assignee’s signature
that he is a citizen of the United States
and that his interests in ¢il and gas
leases do not exceed the acreage limita-
tion as provided in § 3101.1-3 and by the
statement as to overriding royaltiss re-
quired by §3103.3-6. If any portion of
this statement is found to be false the
assigament shall be invalid.

§ 3106.5 Extensions.
See § 3107.6.
Subpart 3107—Lontinuation,
Extension or Renewals
4 3107.1 Single extensions.
§ 3107.1-1 Raquirements.

(a) Who may apply. Under the condi-
tions set out in the following paragraphs
of this section, the record title holder of
any noncompetitive lease maintained in
accordance with the statutory require-
ments sud the regulatiops in this part
which issued prior to September 2, 1860,

shall by entitled, to a sinzle extension of’

the lease at the expiration of the initial
five-year term unless then otherwise pro-
vided by law. An application for such
extension may be filed by the record title
hoider of the lease, 3y 3n assignee whose
assignment has been filed for approval, or
by an operator whose operating agree-
ment has been filed for approval.

(h) Apnlication. The application for
extension must be filed, within ninety
days before the expiration date of the
lezse, on a form approved by the Director.

“Application for Extension of Oil and
Gas Lease”, or unoficial copies of that
form in currant use and must be accom-
panied by a filing fee of $10 which wil: te
retained as a service charge even though
the application s later withdrawn or re-
jected and, unless previously pald, the
sixth year's rental: Provided, That the
unofiicial copies are exact reproductions
on one sheet nf both sides of the official
approved one-page form, and are with-
out additions, omissions, or olker
changes or advertising. The officlal
form or a valld reproduction of the o2-
cial form. will also constitute approval
of the extension when signed by an au-
thorized officer.

§ 3107.3~2 EfTcet

lands.

Where, upon the expiration of the
{nitial 5-vear lease term. the leased lands
or any part tuereof, have been with-
drawn {rom leasing, the lease will not be
extended as to such lands, except that, &
withdrawai siall not aZect the right to
an extension If drilling operations were
actually commenced on the withdrawn
lands prior to the eective date of the
withdrawal ard such cperations were
being diligently prosecuted on the ex-
piration date of the lease, or if notice of
the withdrawal has not been sent by
registared mall to each lessee to be af-
fected thereby, at least 90 days prior w0
the termination date of the lease.

§ 3107.1=3 Term of extension.

Upon compliance with, and In ac-
cordance wicth, the provisions of this
section, the lease will be exlended, sub-
ject to the rules and regulations in force
at the expiration of the initial term, (1)
as to the lands not within the knowa
geologie structure of a producing oil or
gas fleld, for a period of 5 years, and
50 long thereafter as oil or gas s pro-
duced in paying quantities, and (2) as to
lands within the known geologic struc-
ture of a producing oil or gas fleld, for s
period of 2 years and so long thereafter
as ofl or gas is produced in paying quai-
titles.
§310".2~1 Secgregative eﬂ'ect of appli-

cauon.

The timely flling of an application
for extension shall have the effect of
segregating the leased lands until the
final action taken on the application ls
noted on the tract book, or, for acquired
lands, on the official records relating
thereto, of the appropriate land oflice.
Prior to such notation, the lands are not
available to the flling of offers to lease.
Offers to lease flled prior to such nota-
tion will confer no rights in the offeror
and will be refected.

§ 3107.1=3 Rejection.

I¢ during the 90-day period prior
to the expiration date of the lease, the
record title bolder, assignee or operator
£les an applleation or cequest for an ex-
teasion not on the prescrited form or
unoffcial copies thereof. or fails to fle
the prescribed number of coples, or pay
the sixth year's remtal, a zotice will de
issued allowing him 30 days to do so.

of withdrawal of
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The application will be rejected if such
fling or payment {s not made within the
time allowed.
§ 3107.1-6

law,

TUpon failure of the lessee or the
other persons enumerated in parsgraph
(a) of this section to file an application
for extension within the specified period.
the lease will expire at the expiration of
ts primary term without notice to the
lessee. Notatlon of such expiration need
not be made on the cofiicial records, but
the lands covered by such expired lease
will be subject to the flling of new lease
offers only as provided in subpart 3112.

§ 3107.2 Continuation by drilling.
§ 3107.2~1 Termsdefined.

(a) Actual drilling operations. As used
in this section “actual drilling opera-
tions” shall include not only the physical
drilling of a well but the testing, com-
pleting or equipping of such well for t.he
production of oil or gas.

(b) Primary term. “Primary term"
means all periods in the Ufe of the lease
prior to its extension by reason of pro-
duction of oil or gas in paying quantities.

§ 3107.2-2 Diligsnt operations.

Actual drilling operations must be
conducted {n such a way as to be an
effort which one seriously looking for oil
or gas could be expected to make In that
particular area, given existing inowl-
?dge of geologic and other pertinent
acts.

§ 3107.2=3 Period of extension.

Any lease on which aclual drilling
operations, or for which under an ap-
proved cooperative or unit plan of de-
velopment or operation, actual driling
operations were commenced prior to the
end of its primary term and are being
diligently prosecuted at that time, shall
be extended for 2 years and so long
thereafter as oil or gas Is produced L2
paying quantities.

§ 3107.3 Continuation of lease on termi-
nation of production.

§ 3107.3=1 Cessation of production.

A lease which is in its extended
term hecause of production shall not
terminate upon cessation of production
if, within 60 days thereafter, reworking
or drilling operations on the leasehoid
are commenced and are thereafter con-
ducted with reasonable diligence during
the period of nonproduction.

§ 3107.3=-2 Nonproduction from lease
capable of produection.

No lease for lands om which thers
{s a well capable of produceing oil or gas
in paying quantities shall expire Secause
the lessee fails to produce the same, un-
less the lessee fails to place the well on
8 producing status within §0 days afler
receipt of notice by registered mail from
the Regional Oil and Gas Supervisor to
do so: Provided, That afier such status
is established producton shall continue
on tke leased premises unless and until
suspension of production is allowed by
the Secratary of the Interior under the
provisions of the ace,

Expiration by operation of



§ 3107.4 Extension for terms of coop-
erative or unit plan.

§ 3107.4=1 20.year lease or any renewal
thereof.

Any lease issued for a term of 20
years, or any rehewal thereof, committed
to a cooperative or unit plan approved
by the Secretary of the Interior, or any
portion of such lease so committed, shall
continue in force so long as committed
to the plan, beyond the expiration date
of its primary term. This provision does
not apply to that portion of any such
lease which Is not included in the coop-
erative or unit pian unless the lease was
so committed prior to August 8, 1946,

§ 3107.4=2 Other leases committed to
plan.

Any other lease lssued under any
gection of the act, committed to any such
plan that contains a general provision
for the allocation of oil or gas. shall
continue in effect as to the-land com-
mitted so long as the lease remains
subject to the plan: Provided, That pro-
duction of oil or gas is had In paying
quantities under the plan rrior to the
expiration date of such lease, whether
it be in its primary term or its extended
term.

§ 3107.4=3 Segregntion of leases com-
mitted in part.

Any lease committed after July 29,
1954 to such a plan, which covers
lands within and lands outside the area
covered by the plan, shall be segregated,
as of the effective date of unitization,
into separatc leases; one covering the
lands committeed to the plan and the
other the lands not so committed.: The
segregated lease covering the nonunit-
ized portion of the lands, shall continue
in force and effect for the term thereof

. but for not less than two years from the

date of segregation. and so long there-
after as oil or gas is produced in paying
quantities.

§ 3107.3 Extension by elimination.

Any lease eliminated from any ap-
proved or prescribed cooperative or ullit
plan or from any communitization or
drilling agreement authorized by the act,
and any lease in effect at the tarmina-
tion of such plan or agreement, unless
relinquished, shall continue {n eQect for
the original term of the lease. or for
2 years after {ts elimination from the
plan or agreement or the termination
thereof. whichever is the longer, and so
long thereafter as oil or gas is produced
in paying quantities.

§ 3107.6 Extension of lcases segrezated
by assignment.

§ 3107.6=~1 Extension after discovery on
other segregated portions.

Any lease segregated by assignment,
including the retained portion, shall
continue in effect for the primary
term of the original lease, or for two years
after the date of discovery of oil or gas
in paying quantities upon any other seg-
regated portion of the original lesse,
whichever (s the longer pertod.

3107.6=-2 Undevelo arts of leases
§ in their extended !‘e,er::.p

Undeveloped parts of leases retained
or assigned out of leases which are
in their extended term under any
provision of the act shall continue in
effect for two years aftcr the effective
date of assignment and so long thereafter
as oil or gas is produced in paying quan-
titles, provided the parent lease was is-
sued prior to September 2, 1960.

§ 3107.6=~3 Undeveloped paris of pro-
ducing leases.

Undeveloped parts of leases retained
or assigned out of leases which are
extended by production, actual! or sus-
pended, or the payment of compensa-
tory royaity shall continue in cffeet for
two years after the effective date of as-
signment and so long thereafter as oil
qor gas Is produced in paying quantities.

§ 3107.7 Exchange leases.
§ 3107.7=1 20-year leases.

(a) Requirements and terms. Any
lease which issued for a term of 20
years, or any renewal thereof, or which
issued in exchange for a 20-year lease
prior to August 8, 1946, may be ex-
changed for a new lease. Such new
lease will be Issued for a primary term
of 5 years and so long thereafter as oil
or gas is produced in paying quantities
and will contain the rental and royalty
rates prescribed in §§ 3103.3-2, 3103.34,
and 3103.3-5. An application to exchange
a lease for a new lease should be flled
in triplicate by the lessee with the man-
ager of the appropriate land office, must
show full compliance by the applicant
with the terms of the lease and applicable
regulations, and must be accompanied
by a nonrefundable filing fee of $10.

§3107.8 Renewal leases.
§ 3107.8=1 Requirements.

7a) Such application should be made
by the record title holder or holders
of the lease and may be jolned in or
consented to by the operator of record.
‘The application should show whether all
moneys due the United States have been
paid and whether operations under the
lease have been conducted in accordance
with the regulations of the Department.

1b) The applicant or his operator shall
furnish in triplicate with the application
for renewal, copies of all agreements not
theretofore flled providing for overriding
royalties or other payments out of pro-
duction from the lease which will be in
existence as of the date of its expiration.
When such payments, including over-
ridinz royaities, are in excess of 5 per-
cent of gross production a detailed state-
ment of the income from and costs of
operntion of the lease for the tweive
month period immediately preceding the
menth in which the application for re-
newal is filed must also te furnished.

$3107.8-2 Terma.

Twenty-year leases or renewals thereof
may be renewed for successive terms of
10 vents at the rental and royalty rates
specified for such renewal leases in
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$¢ 3103.3-2, 3103:3~4 and 3103.3-3. An ap-
plication to renew should te filed in
triplicate, in the proper office as pre-
scribed {n §3000.5 at least 90 days,
but not more than 6 months, prior to
the expiration of its term, and must be
accompanied by a nonrefundsble fi'ing
fce ¢ $10.

§ 3107.3-=3 Approval.

(a) Acceptable application, If the out-
standing otligations in excess of 5
percent of gross production payable
from production do not constitute a
burden on the lease prejudicial to
the interests of the United States, they
will not be considered a bar to its renewal
but any lease that reay be issued will be
upon the condition, to be Incorporated in
the lease, that if and when the cost of
operations, including the payment of
overriding royalitics or payments out of
production, shall be determined by the
authorized officer of the Bureau of Land
Management to constitute such a burden
such royalties and payments shall be
reduced to not more than 5 percent of
the value .of the production. Lf %2 ~b-
jection to the renewal of the licit iD=
pears. coples of a renewal lease, In
triplicate, dated the first day of the
month in which the original lease termi-
nated. will be forwarded to the lessee for
execution. II upon receipt of the ex-
ecuted lease forms and a satis{actory
lease bond, the lease is executed, one
copy thereof will be delivered to the
lessee. ’

(b) Unacceptable agpplication. If a
determination is made that overriding
royalties and payments out of pro-
duction in excess of 5 percent of gross
production constitute a burden on lease
operations to the extent that proper and
timely development will be retarded. or
continued operation of the lease im-
paired, or premature abandonment of
the wells caused, the lease application

" will be suspended and the parties in in-

terest will be gffered an opportunity to
reduce the excessive overriding rogyalties
or other payments out of production to
nnt more than 3 percent of the valye
of the production. If the holders of
outstanding overriding rogyalty or other
interests payable out of production. the
operator, and the lessee are unable to
enter into a mutually fair and equitable
agreement, any of the parties may apply
for a hearing at which all Interested
parties may he heard and written state-
ments presented. Thereupon a final de-
cision will be rendered by the Depart-
ment outlining the conditions accentable
to it as a basis for a fair and reasonable
adjustment of the excessive overriding
royalties and other payments out of pro-
duction, and an opportunity will be af-
forded within a fixed period of time to
submit proof that such adjustment has
been affected. .Upon fallure to submit
such proof within the time so fixed, the
application for renewal will be dented.

§ 3107.3~¢{ Form of lease.

Renewal and exchange leases will be
issued on a form approved by the Direc-
tor. The rentals and royalties payable
thereunder will be set out on such sched-
ule as may be appropriate. )



§ 3107.9 Other types.

§ 3107.9=1 Payment of compensatory
royalty.

The payment of compensatory royalty
shall extend the primary or extended
term of any lease for the period during
which such compensatory royalty is
paid, and for a period of 1 year from
the discontinuance of such payments,
and for so long therealter as oil or gas is
produced in paying quantities.

§ 3107.9~2 Proceedings under Multiple
Mineral Development Act of August
13,1954. -

See § 3101.1-8.

Subpart 3108—Terminations and
Expirations
§ 3108.1 Relinquishments.

A lease or any legal subdivision thereof
may be surrendered by the record title
holder by filing a written relinquishment,
i{n triplicate, In the proper land office. A
relinquishment shall take effect on the
date it i{s filed subject to the continued
obligation of the lessee and his surety to
make payments of all acsrued rentals and
royalties and to place all wells on the land
to he relinquished in condition for sus-
pension or abandonment in accordance
with the regulations and the terms of the
lease. A statement must be furnished
that all moneys due and payatle to works
men employed on the leased premises
have been paid.

7 §3108.2

~.§3108.2=1 Automatic terminations and
: reinstatement.

(a) Automatic terminations. Except.
as provided in paragraph (b) of this sec-
tion, any lease subjact to the provisions

- of section 31 of the act, as amended by
section 1(7) of the Act of July 29, 1954
(30 T.S.C. 188) on which there {s no weil

- capable of producing oil or gas in paying

" quantities, shall automatically termi-
nate by operation of law if the lessee {ails
to pay the rental on or vefore the an-
niversary date of such lease, However, if
the time {or payment falls upon any day
in whicn zhe proper ofice to receive pay-
mens is not open, payment received on
the next ofilcial working day snhall be
deemed to be timely. The termination of
the lexse for failure to pay the rental
must be noted on the official records of
the appropriate land office. Upon such
nosation the lands tncluded in such lease
wil become subjecs to the dling of new
lease offers only as provided for in Sub-
pars 3112.

1a) Ezceptions. If the rental payment
due under a lease is paid on or before {ts
anniversary date but either the amount
of the payment has been or is hereafter
deficient and the deficiency {s nominal as
deflned in this section, or the amount of
payment mace was determined in ac-
cordance with the rental or acreage figure
stated in the lease or stated in a hill or
decision rendered by an authorized oZcer
and such dgure is found to be iz ercor
resulting in a deficiency, such lease shail
not have automatically terminated un-
iess (1) a zew lease nhad been issued
prior t0 May 12, 1970, or (2) the lessee

Operation of law.

fails to pay the deficiency within the
period prescribed in the Notice of Defl-
ciency provided for in this section. A
deficiency will be considersd nominal if
it is not more than $10 or five per ceatum
(5 percent) of the total payment due,
whichever is more. The authorized ofdcer
will send a Notice of Deficiency to the
lessee on a form approved by the Direc-
tor. The notice will be sent by certified
mail, return receipt requested, and will
allow the lesseze 15 days from the date of
receipt or until the due date. whichever
{s later, to submit the full balance due to
the appropriate office. If the payment
called {or in the notice is not paid within
the time allowed, the lease will have
terminated by operation of the law as of
its anniversary date.

(¢) Reinstatement. (1) Except as
hereinafter provided, the authorized ofl-
cer may reinstate a terminated lease
which has been or is hereafter termi-
nated automaticaily by operation of law
{or failure to pay on or tefore the anni-
versary date the full amount of rental
due, provided that (1) such rental was
paid or tendered within 20 days there-
after, and (il) it Is shown to the satis-
faction of the authorized officer that
such failure was either justifiable or not
due to a lack of reasonabsie diligence on
the part of the lassee, and (iii) a petition
for reinstatement, together with the
required rental, ‘ncluding any back
rental which has accrued from the date
of termination of the lesse. is filed with
the appropriate office within 15 days
after receipt of Notice of Termination of
Lease due to late payment of rental. The
Notice of Temnination will be seat by
certified mail, return receipt requested.
Notices of Termination will nol te cent to
lessees wilose leases terminated prior ta
May 12, 1970. Lessees whose leases ter:ni-
nated prior to May 12, 13970, must fle
petiticus for reinstatement with the ap-
propriate office by close of business on
Deacembper 31, 1371. Such petitions are
subject t0 2il other appropriate provi-
sions of this section.

(2) The burden of showing that the
failure to pay on or before the anniver-
sary dace was justifiable or not due to
lack of reasonable diligence will be on
the lessee. Reasanable diligence normally
requires sending or delivering payments
suffclently in advance of the anniversary
date to account for normal delays in the
collection. trznsmittal, and delivery cf
the payment. The authorized oficer may
raquire evidence, such as post office re-
ceirnts, of the time of sending or delivery
of payments.

(3) Tnder no conditions will a termi-
nated lezse te rewnctated if (1) a valid
oil and gas lease has oveen istucd prior
to the fling of petition for reinstatement
affecting any of the lands covered by
that terminated lease, or (i) the Federal
oil and gas interests in the lands nave
teen withdrawmm cr cdisposed of, cr have
othervise became unavaijlable for oil and
gas i2asing; however, the authorized of-
ficer will noc issue a new lease for lands
covered by a lease which terminates au-
tamazicaily until 90 days from the date
of termination.

(4) Reinsratement of terminated
ieases is discretionary with the Sacrecary.
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(d) Eztension of terms$ of reinstated
leases. In any c2se where a reinstatement
of a terminated lease is granted under
this section and the authcorized orficer
finds that the reinstatement of such
lease will not afard the lessee a resson-
able opportunity to continue operations
under the lease. the authorized officer
may, at his discretion. extend the tecm
¢t sush lease for such period as he be-
lieves will give the lessee such an oppar-
tunity. Such extensions shall be subject
to cthe following conditions:

(1) No extension shiull exceed a pe-
rind equivaient %o the time (i) beginning
when the lessee knew or should have
known of the termination and (ii) ending
cn the date on which the authorized
officer grants such petition.

(2) No extension shall exceed a pericd
equal to the unexpired portion of the
lease or any extension thereof remaining
at the date of termination.

(3) When the reinstatement occurs
after the expiration of the term or exten-
sion thereof. the lease may be extended
from the date the authorized officer
grants the petition.

te) Service of documents. The ruies
governing filing and service of documen’s
set cut in § 1840.0-6(e) of this chapter
shail apply to notices of deficiency and
termination issued under the pravistons
of this section .

§ 3108.2-2 Expiration.

§ 3108.2-3 Noncompliznce with leasing
act or lcase terms.

Whenever the lessee {ails otherwise
to comply with any of the prcvisions
of the act, of the regulations issued
thereunder, or of the lease, such lease
ray be canceled by the Secretary of the
Interior if not known to contain valuable
deposits of oil or gas after notice Lo lessee
in acccrdance with section 31 of the ace,
U default continues for the period pre-
scribed in that section after service of
notice thereof. Any lessee of a lease
which issued prior to July 29, 1954, may.
at any time prior to the anniversary date
of such lease and the acerual of rental,
elect to subject his lease to the automatic
termination provisions of this section by
notif{ying, in writing, the manager of the
apprepriate land office to that effect.

§ 3108.3 Judicial proceedings.

Leases knaown to contain valuable
deposits of oil or gas may be cancelled
only by judicial proceedings in the man-

ner provided in sections 27 and 31 cf the
act. .

Subpart 3109—Surface Management
Requirements

§3109.1 General.

§ 3109.1=1 Surface, natural resources,
and improvements.

§ 3109.1-2 Antiquities and objects of
historical value.

§ 3109.2 Public domain.

§ 3109.2-1 Bureau of Land Management
stipulations.

'I'!;e Bureau of Land Managsment may
require such special stipulations as are



necessary for the protection of mé lands
embraced in any permit or lease.

(See Montana Power Decision A 30310
December 3, 1965, IL.M. No. 65-560 De-
cember 23, 1965)

§ 3109.3 Acquired lands.
§ 3109.3-1 Consent of agency.

Leases or permits may be issued only
with the consent of the head or other
appropriate official of the executive de-
partment, independent establishment or
instrumentality having jurisdiction over
the lands containing the deposits, or
holding a mortgage or deed of trust
secured by such lands, and subject to
such conditions as that official may pre-
scribe to insure adequate utilization of
the lands for the primary purpose for
which they were acquired or ars being
administered.

§ 3109.4 Reserved, withdrawn, or segre.
gated lands. gre

§ 3109.4~1 Requirements.

With respect to lands embraced In a
reservation or segregated for any par-
ticular purpose the lessee shall conduct
operations in conformity with such re-
quiréments as may be made by the Bu-
reau of Land Management for the pro-
tection and use of the land for the
purpose for which it was reserved or
segregated. 3o far as may be consistent
with the use of the land for the purpose
of the lease. which latter shall be re-
garded as the dominant use unless other-
wise provided or separately stipulated.

§ 3109.4=2 Special stipulations.

Offerors for noncompetitive oil and gas
leases and applicants for permits, leases,
and licenses for lands, the surface con-
troi of which is under the jurisdiction of
the Department of Agriculture, will be
required to consent to the inclusion
therein of the stipulation on a form ap-
proved by the Director. Whers the
lands have been withdrawn for reclama-
ton purposes the offeror or applicant wilj
be required to consent to the lnclusion
of a stipulation on the approved forms.
If the land is potentially irrigable, or if
the land i3 within the flow lUmits of a

- reservoir site or within the drainage area
of a constructed reservoir, or if withe
drawn for power purposes, or where the
lands have been withdrawn as Game
Range Lands, Coordination Lands, or
Alaska Wildlife Areas, the offeror or ape
plicant will be required to consent to the
inclusion of a stipulation on an approved
form. Additional conditions may be im-
posed to protect the land withdrawn if
deemed necessary by the agency having
jurisdiction over the surtace.

§ 3109.5 Special acts.
§ 3109.5=1 Requirements.
§ 3109.5-2 Special stipulations.

(a) Rights-of-way.

(b) Nevada.

(¢) Lands patented to the State of
California.

(d) Natlonal forest lands in Minne-
sota, Leases or permits under the act of
June 30, 1950, may be issued only with
‘the prior consent of the Secretary of
Agricuiture or his delegate, and subjecs

to such conditions and stipulations as
that official may prescribe %o insure
adequate utilization and protection of
the lands for the primary national
forest purpose for which they are being
administered.

(e) Lake Mead recreation area.

(f) Nattonal Forest Wilderness. (1) All
mineral leases, licenses, and permits
covering lands 'within National Forest
Wilderness, issued on or after September
3, 1964, shall contain such stipulations
as may be prescribed by the Secretary of
Agriculture pursuant to section 4(d)(3)
of the Wilderness Act for the protection
of the wilderness character of the lands
consistent with the use of the lands for
the purposes for which they are leased,
licensed, or permitted. In addition to
containing such stipulations as may bs
prescribed by the Secretary of Agricul-
ture, any mineral lease, license. or permit
covering lands within National Forest
Wilderness shall contain a provision that
it is issued subject to the provisions of
the Wilderness Act and the regulations
issued thereunder.

(2) All persons seeking or holding a
minersal lease, license, or permit covering
lands within National Porest Wilderness,
Issued on or after September 3. 19684.
should make {nquiry of the officer in
charge of the National Forest in which
the lands are located concerning the ap-
plicable regulations of the Secrestary of
aAgriculture.

(g) Wmskeytown-Shast.a-mmty nae
tional recreation area. Any lease or per-
mit respecting minerals in lands ad-
ministered by the Secretary of Agricul-
ture shall be issued only with his consent
and subject to such conditions as he may
prescribe.

PART 3110—NONCOMPETITIVE
LEASES

Subpart 3110==Noncomaetitive Leasss

Sec.

3110.1~-1
3110.1-2
3110.1-3
3110.1-4
3110.1-8
3110.1-€
3110.1-7
J110.1-8

Duration of lease.

Dating of leases,

Acreage limitation,
Withdrawsl of offer.
Amendment to leass.
Determination of priorities,
Land description.
Reajection.

Subpart 311l-—Ragular Offers

31111 Requirements,
3111.1-1 Pubiic domain,
3111.1-2 Acquired lands,
3111.1-3 8peocial acts.

Subpart 3112«=Simultanecus Offers

§112.1=1 Avallability of lands,
3112.1-32 Posting of notics,
31123 Porma.

3112.2-1
91123
31123-1

91124
3112.4-1
31123
3112.5-1
3112.5-2

Compliancs with subpart 3102 ia
required,

Approval

Rental payment

Rajection.

Unqualified offeror.
Multiple tlings,

Subpart 3110—Noncompetitive

Leases
§ 3110.1-1 Duration of lease.

All noncompetitive leases shall be for
a primary term of 10 years and so long
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thereafter as oil or gas {s produced in
paying quantities.

(a) Special acts—(1) Rights-of-way.
The term of the lease will be for a period
of not more than 20 years and the com-
pensatory royalty agreement will be for
the period necessary to reasonably ex-
tract all oil and gas from the right-of-
way.

§ 3110.1~2 Daiting of leases.

All noncompetitive oil and gas leases,
excepting renewal leases, will be dated
as of the first day of the month follow-
ing the date the leases are signed on be-
balf of the lessor except that where prior
written request {s made a lease may be
dated the first of the month within which
it is so signed.

§ 3110.1=3 Acreage limitation.

- (a) Public domain. An offler may be
made by a legal guardian or trustee in
his name for the benefit of a nonalien
minor or minors but an offer may not be
filed by a minor. An offer may not include
more than 2,580 acres except where the
rule of approximation appiies. The lands
in the offer must be entirely within an
area of § miles square or within : area
not exceeding six surveyed secticns in
length or width. No offer may be made
for less than 840 acres except where the
offer is accompanied by a showing that
the lands are in an approved unit or
cooperative plan of operdition or such a
plan which has been approved as to form
by the Director of the Geological Survey,
or where the land is surrounded by lands
not available for leasing under the act.

(b) Acquired lands. An offer may no¢
include more than 2,560 acres except .
where tha rule of approximation applies.
‘That portion of § 3110.1-3(a) providing
that an offer may not be made for less
than 840 acres is not applicable to ace
quired lands lease offers.

§ 3110.1-4 Withwdrawal of offer.

(a) Regular filings. An offer may not
be withdrawn, either in whole or in part,
unless the withdrawal is received by the
land office before the lease, an amend-
ment of the lease, or a separate lease,
whichever covers the land described in
the withdrawal, has been signed on be-
half of the United States.

(b) Simultaneous fllings. An applicant
may withdraw his simultaneous offer
drawing card prior.to the drawing.

§ 3110.1-3 Amendment to lease.

If any of the land described In
1tem 2 of the offer is open to oil and
gas fling when the offer is fled but iy
omitted from the leasa for any reason
and thereafter becomes available for
leasing to the offeror, the original lease
will be amended to Include the omitted
land unless, hefore the issuance of the
amendment, the land office receives a
withdrawal of the offer with respect to
such land or an election to receive a
separate lease In Uey of an amendment..
Such electisn shall consist of a signed
statement by the offeror asking for a
separsie lease accompanied by a new
offer on the required form describing
the remaining lands in his original offer,
executed pursuant to this section. The
naw offer will have the same priority as



the old offer. It need not be accom-
panied by the fling fee. Therental pay-
ment held on the original offer will be
applied to the new offer. The rental and
the lease term for the land added by
such an amendment shall be the same
as if the land had been inciuded in the
original lesse when it was issued. If a
separate lease is issued. it wii be dated
in accordance with § 3110.1-2.

§ 3110.1-6 Determination of priorities.

{a) Regular Aling. No lease shall be
issued before final action has been taken
on (@) any prior offer to lease the land,
(d) any subsequent offer to lease the land
that is based Upon an alleged preferential
right and (¢) any petition for the re-

newal or relnstatement of an existing or

former lease on the land. If 2 lease is
issued before final action has been taken
on such an offer or petition, it shall he
canceled, after due notice to the lessee,
i the offeror or petitioner is found to be
qualified and entitled o receive a lease
on the land. Offers to lease which cover
lands subject to regular fllings and
which are received in the same mail or
over the counter at the same time, will
Ye considered as having been flled simul-
taneously and priority to the extant of
the conflicts between them will be deter-
mined by a publle drawing.

(b) Simultaneous Alings. If more than
one offer to lease all or any part of the
acreage covered hy an expired, canceled,
relinquished, or terminated lease is filed
during the period provided for in sub-
part 3112, their priorities will be deter-
mined by a public drawing.

§ 3110.1-7 Land description.

(a) Variation in lend description. If
there i3 any variation in the land de-
scriptions among the five copies of the
official forms, the copy showing the date
and time of receipt in the land office
will control.

§3110.1-8 Rejections.

I, after the filing of an offer for
a8 noncompetitive lease and before the
issuance of a lease pursuant to that ofler,
the land embraced in the offer becomes
within a known geological structure of
& producing oil or gas feld, the ofer will
te rejected and will aford the offeror no
priority.

Subpart 3111-—Regular Offers
§ 3111.1 Requirements.
§ 3111.1-1 Public domain.

{a) Appleation—(1) Forms. Except as
provided in subpart 3112, to obtain a non-
competitive lease an offer to accept such
lease must be made on a form approved
by the Director, “Offer to lease and lease
for oil and gas,"” or on unoficial copies of
that form in current use: Provided, That
the copies are exact reproductions of
one page of both sides of the oficial ap-
proved one page form and are without
additions, omissions or other changes
or advertising, The offlcial form or a
valid reproduction of the oficial form
will also constitute the lpase when signed
by the Manager of the Land Ofice. Zach
offer must be flled in by typewriter or
printed plainly in ink and signed in in%
by the offeror or the oderor’s duly au-
thorized attorney-in-fact or agent. Pive

copies of the official form, or valld repro-
ductton thereof, for each offer to lease
shall be filed in the proper land office (see
§ 3000.5 of this chapter). For the purpose
of thig part an offer will be considersd
flled when it 13 received in the proper
office during business hours.

{b) Qualifications. Compllance with
subpart 3102 s required.

(¢) Approval. The United States will
indicate {ts acceptance of the lease offer,
in whole or in part. and the issuance of
the lease by the signature of the ap-
propriate officer thereof in the space
provided. An executed copy of the lease
will he mailed to the offeror at the ad-
dress of record.

(d} Reiection. Except as provided In
this section an offer which Is not illed
in accordance with the regulations {n this
part wvill be rejected and will afford the
offeror no priority.

{e) Curable defects. An offer to lease
containing any of the following deflcien-
cies will he approved by the signing offi-
cer provided all other requirements are
met:

(1) Anoffer deficlent in the first year’s
rental by not more than 10 percent. The
additional rental must be paid within 30
days {rom notice under penalty of can-
cellation of the lease.

(2) An offer covering not more than
I0 percent over the maximum allowable
acreage of 2,560 acres. The lease will be
approved for 2,560 acres in the discretion
of the signing oficer or 20 much over
that amount as may e included uncar
the rule of approximawon.

(3) An offer comipieted in pencil or
script.

‘(4) An offer on a lease form not cur-
renily in use.

(5) An offer on a iorm oot correc:ly
reproduced provided it contains the
statement that the offeror agrees to e
bound by the terms and conditions of the
lease form in efect at the date of fling.

§ 3111.1-2 .\cruired lands.

(2) Applicction—~—(1) Forms, Except 2s
provided in subpart 3112, to obtain a
noncompetitive oil and gas lease of an
existing mineral interest whether the
Government's interest te whole or frac-
tional, an offer to lease must be made on
a form appruved by the Director, “QOffer
to Lease and Lease for Oil and Gas:
Noncompetitive Acquired Lands” or
unofficial cogies of that form in cur-
rent use: Provided, That the copies a;e
exacst reproducrions of one page of bcih
sides of the official approved one-cage
form and are without additions, ¢mis-
sions, or other changes or advert:sing.
An official form approved by the Dit-
rector, or a valid reproduccion, will also
constitute the lease, when signed by the
authorized sizning officer of the Sureau
of Land Management. Sever copies of
the official form, or valld reproduction
thereof, for each offer to lease shall be
filed 12 the proper land offce (see
§ 3000.5). For the purpcses ¢f this pars
an offer will he considered Aled when it is
recelved [n the proper ofice during
Business hours.

(2) Qualifications. Compliance with
subpars 3102 is required.

(3) Approval. Such application or offer
will be considerus only as to the acguired
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lands described therein. If public domaifi
lands or minerals are also included the
application or offer will be rejected as
to such lands or minersais

(4) Rejection. Excent as provided in
subpart 3112 an offer which is not filed
in accordance with the applicable regu-
lations {n subpart 3110 or this part will
be rejected and will afford the applcant
ng priority.

(5) Surtace jurisdiction~(l) Showing
required. All applications and offers for
permits or leases should name, {f prac~
ticable, the Government agency from
which conseat to the lssuance of a per-
mit or lease must be obtained, or the
agency that may have title records cove
ering the ownership of the mineral in-
terest involved. and ideaufy the project,
it any, of which the land is a part. Per-
mits or leases to whica such consent is
necessary will not be issued until the
lessee or permittee executes suca stipu-
lations as may be required by the con-
senting agency.

(i) Trans/er of surface control. Where
the United States has conveyed the
title to, or otherwise transferred the
control of the surface of the lands
containing the deposits to any State
or any political subdivision, agency
or instrumerntality thereof, or a college
or any other educational ccrporation,
or association. or a charitable or reil-
gious corcoration or association. such
party shall be givern written rnotifica-
tion by certifled mail of the application
{or the permit or lea:.. and shall be
afforded a reasonable period of time
within which to sugges: any stipulations
deemed by it to be neces. ary for the pro-
tection of existing surfare improvements
or uses to be included i the permit or
lease, setiing forth the Iacts supporting
the necessity thereof, ar. 4 also to file any
objections it may have o the issuarce
thereof. Where such pe.rty opposes the
issuance of the permit or lease, the facts
submitted in supgorc must be carefully
considered and each case separately da-
cided on its merits. However, such op=-
pasition affords no legal basis or au-
thority to refuse o issue the permit or
lease for the reserved minerals in the
iands; in such ease, the finzg! determina-
tion whether to {ssue the permit or lease
depends upon whether the interests of
the Unitad States would bost be served
thereby.

(8) Acreage holdings. Zach offer or
application for a lease :,r permil must
contain a statement thez acoifcant's in-
rerest, direct or indlrec:, i isases, per-
mits, cr applications {.r similar minerais
does not exceed the maximum charge-
able acreage permitzer. 0 be held for that
mineral {n {zderally Jwned acquired
lands in the same Stata.

7Y Other regulaticn: appliczble. Tx-
cept as otherwise specifi-ally provided in
this part the regulations prescrited
under the minera} leasing laws, and con-
tained in subpart 3110 and § 3111.1 shall
govern the disposal and developmenst of
minerais under the acs.

§ 3111.1-3 Special acts.

(a) Righls-of-way—(l)} Applicction.
No particular {orm of appilcation for
lease of lagd In a rizni-c{-way will ke
required. Applications shall be 8led In



the appropriate land office. Such appil-
cations must be filed by the owner of the
right-of-way.or by his assignee and be
accompanied by a flling fee of $10, and,
if filed by an assignee, by a duly executed
assignment of the right to lease. The
application should detail the facts as to
the ownership of the right-of-way, and
of the assignment if the application is
filed by an assignee; the development of
oil and gas in adjacent or nearby lands,
the location and depth of the wells, the
production, and the probability of drain-
age of the deposits in the right-of-way.
Since rights-of-way are of record in the
Bureau of Land Management, a descrip-
tion by metes and bounds s not neces-
sary or required, but each legal subdivi-
sion through which the portion of the
right-of-way desired to be leased extends
should be described.

(2) Compensatory royalty. After the
Bureau of Land Management has deter-
mined that a lease of a right-of-way or
any portion thereof is consistent with
the public interest, either upon consid-
eration of an application for lease or on
his own motion, the manager of the land
office will serve notice on the owner or
lessee of the adjoining lands, as provided
in section 3 of the act of May 21, 1930
(48 Stat. 374; 30 US.C. 303), allowing
him 30 days or such other time as may
be provided in the notice within which
to submit an offer or bid of the amount
or percentage of compensatory royalty
such owner or lessee will agree to pay
for the extraction through wells on his
adjolning land of the oil and gas under
and from such right-of-way. Notice to
the owner 0f the right-of-way will be
given at the same time allowinz him
opportunity within the same period to
submft a bid or offer as to the amount
or percentage of royalty he will pay if a
lease is awarded to him.

(3) Award of lease or compensatory
royally agreement. Award of lease to the
owner of the right-of-way, or of a con-
tract {or the payment of compensatory
rogalty by the owner or lessee of the
adjolning lands, will be made to the
bidder whose offer is determined to be
to the best advantage to the United
States, considering the amount of royaity
to be received and the better develope
ment of the oil and gas deposits (n the
right-of-way under the respective means
of production and operation.

(4) Forms—-(l) Compensatory royalty
agreement. The agreement with ths
owner or lessee of the adjoining land o
pay compensatory royalty for the extrac-
tion through wells on his adjoining land
of the oil and gas in or under the right-
of-way will be on a form approved by the
Director.

(1) Lease. The lease issued to ths
owner of the right-of-way or assignes
of such owner will be on a form approved
by the Director, modified to conform to
ths requirements of the law and these
regulations.

(ii) Bond. The bond required under
section 2(a) of the lease and by the con-
tractor under agreement to pAy come
pensatory royalty, should be on a form
approved by the Director.

(3) Rovalty charge. The royalty to
be charged will be fixed by the Bureau
of Land Management, after considera-
tion of all the facts and eircumstances in
each case, but will not be less than 124
percent.

(8) Duration. The term of the lease
will be for a period of not more than
20 years, and the compensatory royalty
agreement will be for the period neces-
sary to reasonably extract all oil and gas
from the right-of-way.

(b) Nevada—(1) Applicability of reg-
ulations, Deposits of oil and gas within
the lands shall be subject to disposal
pursuant to the applicable regulations
issued under the Act of Pebruary 25,
1920 (41 Stat. 437) as amended.

(¢) Lands patented to the State of
Californic—(1) Minerals to be leased. All
disposal of minerals within the reserved
areas covered by this section shall be
by lease.

(2) Applicadility of other regulations.
The regulations contained {n subparts
3110 and 3111 to the extent that they are
applicable and not inconsistent with this
section shall govern oil and gas leases
issued under this section.

(3) Notice of application. The Man-
ager of the Land Office will notify the
surface owner or his authorized repre-
sentative of each application received.
Notice of any proposed offer of lands for
lease will also be given to the surface
owner prior to publication &hereof.
Should the surface owner object to the
leasing of any tract for reasons deter-
mined by the authorized officer to be
satisfactory the application will be re-
jected or the offer of the land for lease
will be withheld.

(4) Terms and conditions—(1) Pro.
tection of surface. All leases issued
shall be conditioned upon compliance
by the lessee with all of the laws
or rules and regulations of the surface
ownier for the safeguarding and protec-
tion of the plang lfe, scenic features and
park or recreational improvements on
the land, not inconsistent with the terms
of the lease or this section. The lease
shall also provide that any mining work
performed upon the lease shall be lo-
cated consistent with any requirements
of the owner of the surface necessary
to the protection of the surface rights
and uses and so conducted as to resuit
in the least possible injury to plant life,
scenic features and improvements and
that, upon completion of the mining op-
eration, all excavations, including wells,
shall be closed and the property be con-
ditioned for abandonment to the satis-
faction of the surface owner. The lease
shall further provide that any use of
the lands for ingress to and egress from
the mine for all necessary purposes shall
be on a route to be Airst approved by the
surface owner or his duly authorized
representative.

(i1) Bonds. Each lessee will be required
to furrish a bond in such sum as may be
determined adequate. in no case less than
$1,000, to insure compliance with the
terms of the lease and {or the protection
of the surface owner.

(1it) Form of lease. Ofl and gas leases
will be issued on forms approved by the
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Director, with such changes in language
a8 may be required.

(3) Operzting regulations. All lessees
will be requ..ad to operate under the
applicable operating regulations of this
Department. The operating regulations
are contained in 30 CFR Chapter IT
Part 221.

(d) National forest lands in Minne-
sota—(1) Minerals to be leased. All
disposzal of mineral resources covered by
this regulation shall be by lease or
permit.

(2) Consent of Secretary of Agricule
ture. Leases or permits under the act of
June 30, 1950, may be issued only with
the prior consent of the Secretary of
Agriculture or his delegate, and sub-
ject to such conditions and stipulations
as that official may prescribe to insure
adequate utilization and protection of
the lands for the primary national {orest.
purpose for which they are being ad-
ministered. .

(3) Regulations applicable. See sub-
parts 3110 and 3111. Any lease issued
under this subpart shall state that it is
subject to the terms and provisions »f
the act of June 30, 1950.

(e) Lake Mead Recreation Areg—-ii)
Authority to lease. The Act of Octoher 8,
1964 (78 Stat. 1039; 18 U.S.C. 460n) pro-
vides for mineral leasing within the Lake
Mead Recreation Area, subject to such
limitations, conditlons, or regulations as
the Secretary may prescribe, and to such
extent as will not be inconsistent with
efther the re:reational use or the pri-
mary use of that portion of the area
heretofore w.thdrawn for reclamation
purposes.

(2) Regulaiions applicable. Mineral
deposits of oii and gas shall be governed
by regulations issued under the Act of
February 25, 1320 (41 Stac. 437; 30 U.S.C.
181), as amen:ded.

(3) Area s-.bject to lease. The area
subject to the regulations in this part
is that area of land and water which
is shown on a certain map identified as
“boundary map, RA-LM=-7060-B, revised
July 17, 1963.” which is on £lle and which
{s avallable for public inspection in the
office of the DLlrector of the National
Park Service and in the headquarters of-
fice of the Superintendent of the Lake
Mead Natlional Recreation Area. The
ares subject to these regulations may
be revised by the Secretary as authorized
In the act.

(4) Ezcepted areas. Mineral deposits
anc materials in (=e following areas shall
not be oper to disposal under the pro-
visions of this part:

(1) All lands within 200 feet of the
center line ¢! any public road, or within
200 feet of any public utility including,
but not limitad to. electric :ransmission
lines, telephone lnes, pipe lnes, and
railroads.

(i1) Al land within the smallest l2gal
subdivision of the public land surveys
containing a spring or water hole, or
within one-quarter of a mile thereof on
unsurveyed public land.

(ii1) All lapd within 300 feet of Lake
Mead or Lake Mohave, measured hori-
zontally from the shore Une at maximum
water surface elevetion and all lands



within the area of supervision of the
Bureau of Reclamation around Hoover
and Davis Dams as shown on the map of
the Lake Mead National Recreation
Area (NRA—LDL 2291).

(iv) All land within any developed
and/or concentrated public use area or
other area of outstanding recreation
significance as designated by the Super-
intendent on the map (NRA—LM.
2297), of Lake Mead National Recrea-
tion Area which will be available for
inspection in the ofidce of the Superin-
tendent.

({) National Forest Wilderness—(1)
Applicadility of laws and regulations.
Until midnight, December 31, 1983, all
laws pertaining to mineral leasing and
the regulations of this chapter pertain-
ing thereto effective during-such period.
shall, to the same extent as applicable
before September 3, 1964, extend o
National Forest Wilderness, subject to
the provisions of such regulations as
may be prescribed by the Secretary of
Agriculture pursuant to section 4(Q}(3)
of the Wilderness Act.

(2) Stipulations required. Al mineral
leases, licenses, and permits covering
lands within National Porest Wilderness,
issued on or after September 3, 1964,
shall contain such stipulations as may
be prescribed by the Secretary of Agri-
culture pursuant to section 4(d)(3) of
the Wilderness Act for the protection of
the wilderness character of the lands
consistent with the use of the lands for
the purposes for which they are leased,
licensed, or permitted. In addition to
containing such stipulations as may be
prescribed by the Secretary of Agricul-
ture, any mineral lease, license, or permit
covering lands within National Forest
Wilderness shall contain a provision that
it is issued subject to the provisions of
the Wilderness Ac¢t and the regulations
i{ssued thereunder.

(3) Applicable regulations of Secre-
tary of Agricullzre. All persons seeking
or holding a mineral lease, license, or
permit covering lands within National
Porest Wilderness, issued on or after
September 3, 1964, should make inquiry
of the officer in charge of the National
Forest In which the lands are located
concerning the applicable regulations of
the Secretary of Agriculture.

(4) Withdrawal from mineral leasing.
EZective at midnight, December 31,
1983, subject to valid rights then exist-
ing. the minerals {n lands within Na-
tional Forest Wilderness are withdrawn
from leasing by virtue of the provisions
of section 4(d) (3) of the Wilderness Act.

(g) Whiskeytown-Shasta-Trinity Na-
tional Recreation Area. Applicability of
reguiations. Mineral depesits of il and
gas ghall be governed by the Act of
February 25, 1920 (41 Stat, 437; 30 US.C.
181-263), as amerded,

Subpart 3112—Simultanecus Offers

§ 3112.1-1 Availability of lands.

(a) Lands {n canceled or relinquished
leases or in leases which terminate by
operation of law for con-paymeat of
reatal pursuant to 30 ‘US.C. sec. 188,
which are nct withdrawn irom leasing

—nor on a2 known geclogical struciure of
a3 producing oil and gas fleld shall be
subject o the Aling of new lease offers
only after notation on the oficial record
of the canceilacion. reilnquishment, or
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termination of such lease and only in
accordance with the provisions of this
section. All lands covered by leases
which expire Ly operation of law at the
end of thelr primary or extended terms
shall Ukewise be subject to the filing of
new lease offers only in aceordance with
the provisions of this section except that
notation of such expiration of the leases
need not be made on the official records.

(b) If no oers to lease all or any por-
tion of the lands in the expired, can-
celed, relinquished or terminated leases
are received during the period provided
for in § 3112.1-2, the lands for which na
offers are received will thereafter become
subject to lease In accordance with regu-
lations in this part.

§ 3112.1-2 Posting of notice.

On the third Monday of each
month, or the first working day there-
after, if the land office is not officially
open on the third Monday, there will be
posted on the bulletin board in each land
oflce a Ust of the lands in leases which
expired, were canceled, were relin-
quished in whole or In part, or which
terminated, together with a notice stat-
ing that such lands will become subject
to the simuitaneous filings of lease offers,
from the time of such posting until 10
aan. on the fifth working day thereafter.
The posted Ust will describe the lands by
leasing units identifled by parcel nume-
bers, which will be supplemented by a
description of the lands i{n accordance
with §3101.1-4, by subdivision, section,
township and range if the lands are
surveyed or officially protracted, or if un-
surveyed, by metes and bounds.
§31122 Forma.

§3112.2-1 Offer to lease.

(a) Entry Card. Offers %o lease such
designated leasing units by parcel num-
gers must be submitted on a form ap-
proved by the Director, “Simultaneous
Oil and Gas Entry Card” signed and fully
executed by the applicant or his duly
authorized agent in his behalf. The enty
card will constitute the applicant’s ofler
to lease the numbered leasing unit by
participating in the drawing to deter-
mine the successful drawee.

(1) The entry card must be accom-
paaied by a remittance covering the fil.
ing fee of 310. The £ling fee may be paid
in cash or by money order, bank dratt.
bank cashier’s check or check.

(2) Omly one complete leasing unit,
identifled by parcel number, may be In-
cluded In one entry card. Lands not on
the posted list may not be included. An
offeror (applicant) Is permitted to file
only one offer to lease (entry card) for
each numbered parcel o2 the posted Ust.
Submission of more than one entry card
by or on behalf of the offeror for aay
parcel on the posted list will result In
the on of all the offers sub-
mitted by that applicact for that par-
ticular parcel.

(3) '?hmentrycardswtnbedrawn
for each numbered leasing unit, and the
order In which they are drawn will fix
the order !n which the successful
drawee will be determined. Where less
than three entry cards have been fled,
all cards will be drawn to detarmine

riority. )

P (4) tg‘nsuccesstm drawees will be noti-
fled by the return of their respective
entry cards.
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§3112.3 Qualifications.

§3112.3~1 Compliance with
3102 is required.

§3112.4 Approval.

By signing and submitting the entry
<ard, the applicant agrees that he will
be bound to a lease on a current form ap-
proved by the Director for the described
parcel {f such a lease is issued to him
as a result of the drawing.

§ 3112.4=1 Rental payment.

A lease will be Issued to the firse
drawee qualified to receive a lease upon
payment of the first year’s rental. Rental
must be received in the proper ofice of
the Bureau of Land Management within
fifteen (15) days from the date of re-
ceipt of notice that such payment is due.
The drawee falling to submit the rental
payment within the time allowed will he
automatically disqualified to receive the
lease, and consideration will be given to
the entry of the drawee having the next
highest priority in the drawing.

§ 3112.3—-1 Unqualificd offeror.

If the successful drawees for a partic-
ular leasing unit are unqualified to re-
ceive the lease for any reason, including
timely payment of the first year’s rental,
the lands in the numbered leasing unit
shall be included in a subsequent list of
lands available for fling under the si-
muitaneous drawing procedure,

subpart

§ 3112.5=-2 Muldple filings.

When any person, association. cor-
poration, or other entity or business
enterprise filles an offer to lease for (n-
clusion in a drawing, and an offer (or
ofers) to lease is filed Zor the same lands
in the same drawing by any person or
party acting for, on behalf of. or in col-
lusion with thie other person, association,
corporation, entity or business enter-
prise. under any agreement, scheme, or
plan which would give either, or both. a
greater probability of successfully ob-
taining a lease. or interest therein, In
any public drawing, held pursuant to
$ 3110.1-6(b), all offers fled by either
party will be rejected. Similarly, where
aa agent or broker Ales an offer to lease
for the same lands in behalf of more than
one offeror under an agreement that, if
a lease lssues to any of such offerors, the
agent or broker will participate (a1 any
proceeds derived from such lease. the
agent or broker obtains thereby a greater
probabillty of success in obtaining a
skare {n the proceeds of the lease and
all such oifers illed by such agent or
broker will also be rejected. Should any
such offer be given a priority as a result
of such a drawing., it will be similarly
reiected. In the event a lease is {ssued
on the basis of any such offer, action will
be taken for the canceilation ¢! all {n-
terests in said lease held by each person
who acquirsd any interest thereic as a
resuls of coilusive 8ling unless the rights
of 2 bona Ade purchaser as praovided for
in § 3102.1-2 intervene, whether the pers
tinent information regardircg it Is ob-
tained by or was available w9 the Gov-
ernment before ar afier the lease was
{ssued.
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PART 3120—COMPETITIVE LEASES

Subpart 31 ZO—Compehlive Leases

Ser,
a1do.2
3120.1-1
1120.1-2
12013
3130.14
31302
312031
3120.2-2
3120.2-3
31204
3120.3-1
2130.3-32
31204
3120.4~1

3120.4~2 Déposits ot fejected bids;
§3120.1 Terma.

§3120.1-1 Duration of lesse.

All competitive leases shall be for a

ﬂmarytermot.’ayearsandsolong
thereafter as ofl or gas s produced In
paying quantities,

§ 3120.1-2. Dating of leases.

All competitive ofl and gus leases, ex-
cepting reriewal léases, will be dated as
of the first day of the month following
the date the leases are 2igned on behalf
of the lessor except that where prior
written request is made, a lease may be
dated the frst of the munth within.
which {5 i3 so signed.

§ 3120:1-3  Acrcage limitation,

(a) Marimum lease size, The lands
and depesits subject to disposition under
the act which dre within the known

geologic stiucture of a prodieing ol or
gas feld will be divided into leasing

Terms.

Duration of lansxe.

Dating of leasa,

Acreage limitatiod.

Qualifications. -

Notica of lease sale.

Initiation of ofer.

Publication of notice,

Contants of notice.

Approval,

Award of Ieass,

Complisnce with Avward notice.

Rejection,

‘Pathre to mply with award
Botics.

slocks or tracts (n units of rok excesditig

macreseach.whichshallbea.sneaﬂy
compact in form as possible.

{b) Consolidation of units, I two ar
more- uttits are awarded to any bidder,
such units where the acreage does not
exceed 640 acres, may be included n a
single lease if cireumstances warrant.

§3120:1=4 Qualifications.

(a). Complignee. with sulipart 3102 iz
required.—(1) Statement required. Each
bidder mast submit with his bid a state-
mefit over the bidder's owm dignatiira
with respect to citizenship and interests
held. If the successfil bidder ix a cor-
poration, it must also flle a statement
similar to that required by § 3102.4-1,

(b) Deposit required, The successful
bidder at a sdle by phblis auetion must

on the day of tha sale, deposit.with the.
Manager of the Land Office or other offi--

tttl:esal’eisbysea‘ledblds.mustmbmit
with his bid the [ollowing: Certifled
check on a solvent bank, money grder, or
eush, for one-fifth of the amount bid by

§ 31202 Notice of leass sale.
§:‘31;'.’;0..."!,—1 Initintion of offer.
§ 3120.2=2 Publication of notice.
Notice -of the offer of lands for lease
at a rovalty and rental to be specified
lnthanoticaotsaie.tothequauﬂed
versgn who dfférs-the highest honus by
‘ompetitive bidding either st public auc-
sion, or by sealed bids as-provided in the

notics aof sale will be by publication once
a week for Sve consecutive weeks, or for
such other period as may be deemed ad-
visable, i a Newspaper of general cirens
lation in the county in which the lands
or deposits are sttuated, or-in such other
publications as the authorized officer of -
the. Bureau. of Land Management may

- athorize,

§ 3120.2-3 Conténts of notice.

The notice publisked in a newspaper
of general circulation in the county will
contain a statement that the suceessful
bidder will be required, prior tothe [ssu-
ance of a lease to pay his proporticnate
share of the total cost of publication of
that ‘notice which shall he that portion
of the total advertising cost that the
number of parcels of land awarded to
him Hears to the number of parcely for
which high bidders .are declared. The
notice will also state the time and pla.ca
of sale, the manner in which bids may be

submitted, the deseription of the lands,
and the terms and conditions of the sale.

§ 3120.3 Agpproval.
§ 3120.3<1 Award of lease.

Pollowing receipt of the report of the
wctinn. qr the opening of the gealed
bids, the authorized ‘officer, subjest o
his right to reject afiy or all bids, wilt
award the lease to the stuccessfil bidder.
Notice of his sction will be forthwith
transmitted to the interested parties
through the local affice.

§3120.3-2 Compliance with award no-
tes.

Ir tHe leasé he awarded, three coplea
of the lease on a form. appmved by the
Director, with rental and royalty sched-
wles made 8 part thereof, will bs sens
mthesumssfulhiddermdhewmbe
required not lster than the 15th day
aftar his receipt thereof, or the J0th day
after the date of the sale, whichever is
later o executs them, pay the balanes

" of his hopus bid, the frst year's Tental
requilred in subpart

and file 3 bond as

3104. I the lease-awarded to the sudeess
ful hidder 13 executed by an attorney
acting in behalf of the bidder, the lease
must ‘be accompanied hY ev!denca that
the biddér authorized the attorney to
execuie the lease,

§3120.4 Rejection.
§ 3120.4=1 Failure to ecomply with
award notice.

If a bidder, afier being awarded a
lease, falls to execute it or otherwise
compiy with the appli¢able regulations,
his deposit will be. forfeitéd and dis.
posed g¢f as other receipts under thiy
act:

§ 3120.4—2 Deposits on rejectad  bids.

If any bid be refected, the depazit will
ba returned.
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PART 3130—FRACTIONAL OR FU-
TURE INTEREST LEASES AND PER~-
MITS

Subipart 3130—Fractional or Future
Interest Lagses and Permits

See.

HERR
31332,
31303
3130.3~-1
31304
3130.4=1
3130.4-2

Conmtpetitive and noncompstitive.

Reantal and royaltiss

Publicdomatn,

FPractional interest odarn,

Acqu].:eda lands,

General statement.

Consent” of agsncy and stipuls-
tiona raquired.

Forma,

Fractionn] present Intaresta.

Futurs aund frzetiomal intersst
affers,

§3130.1 Cdmpetitive and noncompeti.
e, :

1120.4-3
3130.4-4.
A130:4-5

Competitive and noncompetitive ofl
and gas leases for lands in which the
United States owns a0 undivided frac-
tional ofl and gas interest may he is-
sued pursnant to the regulations in thia
part and subpart 3120.

§3130.2 Rental and royalies,

Rentals, minimum royaltics oo
Toyalties payable for lands In which the
United States owns an undivided frag-
tional Interest shall 'be In the samie pro.
Portion to the rentals, minimum royal-
Hes and royalties provided In subpart
3103 &5 the undivided fractional interest
of the United States im the ofl and gas
underlyms the leased jands is to the full
mineral {nterast.

§ 3130.3 Public domain.
§3130.3~1 Fractional interest offers, .

(a) Applcation. An offer for a fracs
tional interest noncompetitive vil and gas
lease must be fled on a form approved
by the Director in accordance with sub-
part 3111, The offer must be accompanied
by a statment showing the- extent of
the offeror's cwnership of the aperating
rights to the fractional mineral interest
nat owned by the United States in each
tract covered by the offer to leasa. Or-
dinarily, the isscance of a noncompeti-
tive fractional taterest oil and gas leass
to one who, upon such Issuance, would
own less than 50 percent of the apérat-
ing rights in any such tract, will not be
regarded as in the publlc interest, and an

offer leading to such result will be
rejected.

§3130.4 Acquired lands.

§3130.4=1 Generalstatement,

Subject to the provisions of seetion 3 of
the Act, noncompetitive leases for future
or fractional interests in linds belleved,
but not koown to contain mineral de-
posits may be issued wheneverthe public
interest will be best served therehy. Ap~
plications and' requests to have leases
offered competitively for lands known to
contain mineral deposits should, to the
axtént possible, conform o and Inelude
the information required by §% 3101.2-3,
3111.1-2 and this section. ‘The terms and
¢onditions of competitive leases for fu-

ture or fractionsl interests in oll and -

g23 deposits within the known geological
strucﬂ::eotamducingnﬂargzaﬂeld.
and af compensatory Tovally agreements



under §3100.3-1 covering fulirs or

fracticnal interests, wiil be estabﬁshed

on an {ndividual case basis,

§ 3130.4=2 Consent of agency and atips
uiations required.

AN applications and offers for permits
or leases should name, 1f ptacticable, the
Govérnment agency from which consent
to the lssuance of a lease must be ob-

tained, or the agericy that may have

title fecords covering the ownership of
the mineral {nterest {nivolved, -and iden-
Hity the project. .if any, of which the land
is.a part. Leases to which such donsent s

necessary will not be issued until lessee.

executes such stipulations ag may te re-
quired by the consenting dgency.
§ 3130,4~3 Forms.

" all oil and gad leases for existing in--

tersst on acquired lands whether the
Government's interest be tull or fric-
tional shall. be issued on a-form approved
by the ‘Director; Leases of future intar-
est and frastional fugure Interest shall
be issued on 3 form approved by the
Director.

1,

§3130.4-4 Fractional present intefesia.

An offer for a. fractional prasent in.
terest noncompetitive lease must be exe~
cutéd on a form approved by the Direg<
tor and 1t must be accompdniéd by o
statement showing the-extent of the of-
feror’'a: ownership of the operating rights
to ‘the fractional’ mineral intersst not
owned by the United States (0 éach tract
covered by the offer to lease. Ordinarily,
the issuance of a leasa ta one who, upon
such izsuapce, would. own less than 50
‘percetit of the operating rights in any
such tract, will not. be regarded as in the
public interest, and an offer leading o
suech Tesults will be-rejectad;

§ 3130:4=5 -Fuiure.and fuiure.fraétional
intereat-ofers.

(a) Application: A noncompetitive

leare fora whole or fractional future in-.

terest,will be iSsued only to an offsror who
owns all or substantially all of the'preésent
operating rights to the minerils in the
lands in the offer as mineral fee owner, as
lesses or as an operator halding such
Tights. An application for a fufure inter-
est lease filed less than 1 year priarto the

date of the vesting in the United States of -

the prasent interest in the minerzls will
be tefected. Upod the vesting [n the
United States of the hresent. possessory
imteress in thée minerals, all applicatiéns
for future interest leases quistanding at

that time. will sutomatically 1apse EFI Y
thereafter only offers for a present in-
terest lease will he considered: There s
no required ferm for an applieation or

gffer to lease 4 whole or fractional fus

ture interest, The application -or offer

therafor should, however, to the extent.

applieable, -donform to and include the

lnrcrma.t&cn required by §§3101.2-3,

3111.1=2, and this gectien, and must he

accompanied by a certified abstract of.

titlé containing record evidence of the

creation of; and offeror's right to, the

clatxned mine-al interest. If the of-
teror acquired the operating rights un-
dér a lease or contfact, the offér shall
also be accompanied by three copies of
guch Iease or cont¥act. Inlleu of an abe
stract, a certificate of titlé may be fur-
hished. A future interest offef may In-
clude tracts in. which the United States
owns a fractichal present. mtermt as well
33 the fiture intersss for which a lease
1s sought, but 4t shall not include tracts
witere the Umted States owns the entlre

‘mineral interest at the time the offer is

made.

(0) Effective date of lease, Puture in-
tarest leases ‘will become effective on the
date when the United States beécgmes
vested with the minera] rights as stated
in the lease, Where the effective dates of
the vesting of the Government's title ta
the. minerals are differént for dlfarent
tracts, separzte leases eovering each of
such differens tracts will be lssued.

(&y Supplemental agreement. As part
af the consideration far the l$snance af
a future interest oil and gas-lease and
as sypplemental thereto, the applicant

shall exesute snd flle in tripticats an.
agreement for appraval by the Director..
Such agreement will provide for the pay-

ment of annual rental.in advance at the

‘Tate of 75 cents an aere for each tract

until the futiire intarest therein becomes
‘possessery or unti] produaction is had on
the lands describded in the lease.  Aftar
diszovery, and until the ledse becomes
.effective -as to tHe sespective tracis, the

agreamant will provide for the- payment

of a royalty on prnductmn. not less than
28 cents péracre “per annum, atthe par-
tieular rate thatis applicablséy when the
interval from the data of receipt of sald
lease application-to the date that the fu-
ture interesi will betome possessory is:

.Percent
Not mors than 3 et
Maore than 5 _years; but not-wors r.hnn

10 gears 4
More than 10 years, but no: mm u:an

15 7years 3
Mors than 15 FOALS e : . H

appropriate ofcer.

lias o

Such ayréement will be. effective as of
the date the lease lssued. Such agree-
ment will govern the relatiomship of
the applicant and the United States be-
tween its effective date and the respece
tive dated wher the lease becomes effevs
tive as to each future Intersst, as set
forth in the lsase. Where the United
States ¢wni both a fractional interest
and 4 [ractional future interest (n the
mineraly in the same tradt the supple-
mental ‘agresment ‘will cover cnly the
fractional Ticurs Interest ih that tract,
The lease when issued shall cover both
the present and future intérests in the

land -and shall be effective for the pres-

ent interest neld by the-United States as
of the ddte for whicii the lease issues,
In such cases and also in ail cases where
the United States owns only pars of the

future mineral -intarest the percentage

of royalty specified in the ‘supplemental
agreement shall apply to the fraciional
future interest In that properuon. In
Heu of a provision {n the agresment Ior
the paymeit of Tayalty. by the: future in-
terest lsase holder. the appiicant. if not
the owner of the present minerzl in-
torest, miay obfain and fAle with the
Bureau of hand Management an ihstru-
ment executed in .duplieata b7 the
present ralneral owner gonveying or

-agsigning to the'Untted States the toyalty

Iaterest set forth In the agreement. ap-
plicable to the particular tefms.of vears
which will elapse hefore. the Tnited
States-becomes the owner of the mineral
rights. If found aczeptablé, one ariginal
af such assignment will be returned to
the applicant  for recordacion at his ex-
pense and for return to the Bureau of
Lind: Management. In such case; the
supplemental -2gresment shouid have
endorseq on it oy the applicant the state~
mernt that the assigmment of Such
royalty intersst to the United States s
recognized by the holder of the agree-
ment.

. () Approvel. Leases for a whele or
fractional interast will be lssued on a
form approved by the Director. Such

i leases will be sent to the applicant or

offarar for execution and teturn to the
proper. land offce for execution by the
Thereafter, an ex-
agtited copy wiil be madiled to lessea.

TJ. 5, GOVERNMENT FRINTING CPFICE: 1979401 -09%/43.

This Circular replaces Circulars 2334 and 2348,
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United States epanment of the Interior

BUREAU OF LAND. MANAGEMENT
UTAH STATE OFEicE
. 136 E. SouTH TEMPLE
SALT LAKE CITY. UTAH. 84111

GENERAL OIL AND ‘GAS INFORMATION

. Known geglogic structure ' Ieased by competitive bid
_ ed n@ncempet1t1ve1y Enc?esed is a copy of the pertir

,dam seTect1on process.. .Uffers to Tease are made .
' ' "3“12 1) and must be - ccompa

5. of their-actual know1edge of what i
43 IBLA 7 (1979)

rule ' regu1at1ons regard”
in such regulations. Bernard 8. Gencare111

EncTosures
.Qrder Form
Applications : : S A
Capy of ReguTat1ons ' I
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R P LTI VT N SR, POt

- Date

Bureau of Land Management
vepsdty-CJub Builddng;

Salt Lake City, Utah 84111

Re: Slmultaneous 011 & Gas
- . Leasing System

fGent]emen

Eﬁfﬁre Ljst-(Uﬁah) at $5.00 each’, beg1nn1ng with. the
, 19

Umted States Dc-*:partment of the Interlor

BUREAU CJF LAND MANAGEMENT
~. " UTAH STATE OFFICE

B '“osed is my rem1ttance of the amount of $
”_ﬁjrofithe Ava11ab1]1ty L1st (s) ‘and/or Resu]ts L1st

month of

Results List (Utah) at $2. 00 each, beg1nn1ng with the
v 19

month of _

p— .

,FTéaseiprfht or type:

Name i

" Address

City

- Signature

State

Save Energy and You Serve America!




