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Introducli.Qn

This Handbook provide8 guidelines concerning oil and gas lease fees, rentals,
and royalty rate.. Guideline. are included for determinin9 rental, royalty,
and minimum royaLty rate. for lease. when lease account. revert from royalty.
to rental .tatu. and for calculating and e8tablishing correct lease rental
charge. for the r,8ver.ion. Al.o contained in thi. Handbook are the required
lease rental char,~e. for terminated leases being reinstated; for lands outside
participating are,a8 of producing unit8, and for lands determined to be within
a known Igeologica.l .tructure (KGS) or favorable petroleum geological province
(FPGP), a8 well a. land8 deleted from a KGS or FPGP.

Guideline8 and prt~cedure8 also are included for actions involving suspensions
of operation8 and,/or production and for rental and royalty rate reductions.
Information conceJC'ning the suspension of exces8 overriding royaltieB or
payments out of pJC'oduction, removed from the leasing regulations in June 1988
and no longer req11ired to be processed, is briefly discussed in Section IX of
thi8 Banclliook.

Other guidance coJ1cerning fees, rentals, and royalties is provided in Manual
Section :~103 and JLn the specific Handbooks for processing oil and gaB lease

actionB, including Handbook 3105-1, Handbook 3106-1, Handbook 3107-1, Handbook
3108-1, Handbook :1109-1, Handbook 3110-1, and Handbook 3120-1.
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Keywords
I. ~

A. General FEES

Filing a:rld adminil;trative fees for oil and gas lease
actions ,a.re generculy nonrefundable. For unusual
situatiolrls and exc:eptions, see the specific provisions
discussed in Hand1)ook 3110-1, Handbook 3120-1, Handbook
3106-1, and Handb()ok 3108-1.

The fees currentl~r required for various oil and gas leasing
action. il.re listed below.

1. Col1~petitive oil and gas lease -$75
adrninistJrative feE!.

2.

filing f.~e.

Noncompetitive oil and gas lease -$75

3.
$25 filing fee.

CliLsB I oil and gas lease reinstatement

4. ClaLss II oil and gas lease reinstatement -
$500 &dmj.nistrativ'e fee, plus $125 (subject to change)
Federal Fleaister publication cost.

5. Cla.ss III oil and gas lease reinstatement -
$500 admj.nistrativ'e fee, plus $125 ( subject to change)
Federal Fteaister publication cost.

6. Oil and gas lease record title assignment
and tran,lfer of oklerating right. -$25 filing fee.

7. Tra.nsfer of overriding royalty interest,
payment out of prc,duction, or similar interest -$25 filing
fee.

a. Exchange or renewal lease application -$75
filing fe!e.

9. Oil and gas right-of-way lease under the Act
of May 21,1930 -$75 filing fee.

Rel. 3-306
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B. Deposit of Filina and Administrative Fees

FEE ACCOUNT

TREASURY

FUND SYMBOL

Effective February 1, 1990, all fees associated with
lease actions (with the exception of Class II and Class III
lease reinstatement fees) are to be deposited into the

proprietary receipt account 142419.1.

The $500 fee and $125 publication cost for Class II and
Class III lease reinstatements are to be deposited into
the appropriated fund account 14X50l7 Subactivity 5700.
(See Handbook 3108-1.)

Rel.3-306
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Kevwords
II. ~ge Rental Provisions

A. General

The Mineral Leasing Act (MLA) delegates to the Secretary
of the Interior the auth-ority to determine annual rental
rates for oil and gas leases, subject to the minimum
amounts prescribed in the law. The MLA provisions that
apply to leases iilsued under the Federal Onshore oil and
Gas Leasing Reform Act (Reform Act) of December 22, 1987
(Section 17(d) of the MLA), require annual rental payments
for competitive and noncompetitive leases to be not less
than $1.50 per acre or fraction thereof for the first
through fifth leaEle years and $2 per acre or fraction
thereof for subse~~ent lease years. Acting under the
Secretary of the J:nterior's authority, the leasing
regulations promul.gated effective June 17, 1988 (43 CFR
3103.2-2), establi.shed the annual rental rates at these
minimum statutory amounts.

RENTAL RATES

UNDER THE

REFORM ACT

RENTAL RATES .

LEASES ISSUED

ON OR AFTER

SEPTEMBER 2,

1960

Previously, under the Act of September 2, 1960, the rental
rates were reguireid to be not less than 50 cents per acre
or fraction thereof per year. The Secretary promulgated
regulations applying to leases issued on or after
September 2, 1960 (43 CFR 3103.3-2), requiring an annual
rental of 50 centEI to $2 per acre or fraction thereof
($1 per acre or f~.action thereof for noncompetitive leases
issued on or afte~. February 1, 1977). These regulations
did not alter the rental rate of previously issued oil and
gas leasEls outstaI1lding on September 2, 1960.

RENTAL RATE
FOR ESCALATING

SIMULTANEOUS

LEASES CHANGED

BY REFORM ACT

REGULATIONS

The Reform Act reg~lations changed the rental rate for
simultaneous oil a.nd gas leases that had been issued under
43 CFR Part 3112. Effective February 19, 1982, the annual
rental rate was ch.anged from $1 per acre or fraction
thereof f'or the eI1.tire 10-year lease term to a rate of
$1 per acre or fra.ction thereof for the first through fifth
lease yea.rs and $3 per acre or fraction thereof for the
sixth and subseque!nt lease years. The Reform Act
regulations of JUI1ie 17, 1988 (43 CFR 3103.2-2(b)(1»,
changed the simult,aneous oil and gas lease annual rental
rate for the sixthi and succeeding lease years to $2 per
acre or f'raction thereof.
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The Reform Act regulations of June 17, 1988, also made the

following chan~les: For leases determined to be within a
KGS or FPGP af1;er DeceW)er 22, 1987, the annual rental rate
shall nOt to be increasE~d, but shall remain at the
non-KGS/FPGP rate (43 CI;oR 3103.2-2(b)(2»). In addition,
reinstated competitive ILnd noncompetitive leases shall nOt
increase an adclitional ~;2 per acre or fraction thereof per
lease year if t;hey were determined after December 22, 1987,
to contain KGS,'FPGP lands .

RENTAL RATE

FOR LEASES IN

KGS OR FPGP

CHANGED BY
REFORM ACT

RENTAL RATE
FOR 1930 ACT

RIGHT-OF-WAY
LEASES

The rental ratE! for oil and gas right-of-way leases issued
in accordance with the ,~ct of May 21, 1930, that were
issued after the June 11', 1988, regulations shall be $1.50
per acre or fraction thE!reof for the first through fifth
lease years ancl $2 per iLcre or fraction thereof for lease
years 6 through 20.

SECRETARIAL
RENTAL

REDUCTIONS

Leases also may" be subjE~Ct to a Secretarial rental rate
reduction. Under 30 U.S:.C. 209 (Section 39 of the MLA),
on October 24, 1986, the! Secretary of the Interior
announced a reI1.tal rate reduction that applied to
simultaneous oil and gas leases. This rental rate
reduction has been continued and extended to certain other
oil and gas leases. The Secretary's decision reduced the
annual rental rate to $1 per acre or fraction thereof for
all simultaneous oil and. gas leases that were subject to
the February 19, 1982, rental rate increase and extended
the rental rate reducticn to certain leases with lease

anniversary years commeI1.cing March 1, 1989 (see
Illustration 1 for leases affected). The rental rate
reduction has been extended through February 29, 1996.

RENEWAL LEASE

RENTAL RATE

REDUCTION

PROCEDURES

Reduced rental and royalty rates cannot be prescribed as
a part of the initial terms of a lease at the time of lease
issuance. For example, a renewal lease must be issued on
the appropriate lease form at the rental and royalty rates
specified in the current leasing regulations, i.e., an
annual rental rate of $2 per acre or fraction thereof, and
a fixed royalty rate of l2~ percent. However, since such
leases are renewals of existing leases, they are subject to
any Secretarial rental rate reduction that may still be in
effect at the time of renewal, such as the rental rate
reduction announced January 19, 1989.
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Therefore, at the time of issuance of a renewal lease with
an effec:tive date on or after March 1, 1989, but an
effective date not later than February 29, 1996 (or such
other effective date that may be announced should the
Secretar'y grant an extension of the rental rate reduction
or decide to terminate the rental rate reduction prior to
that date), the actual annual rental amount to be collected
is to be reduced immediately to $1 per acre or fraction
thereof. However, if the renewal lease effective date is
prior to March 1, 1989, the full $2 per acre annual rental
amount must be collected, and the rental reduction would
not occur until the next lease anniversary date (i.e.,

January 1, 1990).

If the lessee of a renewal lease submits annual rental of
$2 per acre rental with an application for renewal of a
nonproducing renel~al lease, the first year's advance rental
of $1 per acre is to be applied with the excess refunded by
the BLM upon leasle issuance. In the event the renewal
lease had already been issued and the full rental payment
of $2 per acre halB been transferred to the Minerals
Management Servic-e (MMS), Data Management Division (DMD),
the $1 per acre e:ICcess is to be processed as an overpayment
by the KMS and ei1r.her credited to the lease account or
refunded by the ~~S-DMD.

The BLM .does not ]rleed to authorize refunds made by the

MM5-DMD for overpayments for renewal leases or for any

other oil and gas leases that are subject to the rental

rate reduction.

REFUNDS -

MMS ACTION

For thos,~ renewal leases currently subject to a reduced
royalty ;L"ate, a ru~w application for determination of
eligibility for a royalty rate reduction must be filed
after the renewal lease is issued (see 43 CFR 3103.4-1)

When an accountin~~ advice transmits lease information to
the MMS-DMD for a lease that is subject to a Secretarial
rental rate reduction, the accounting advice must be
annotated to indic:ate that the rental rate reduction
applies. This is to be indicated by crossing out the full
rental rate reguiJ,ed by the lease terms and regulations,
and writ.Lng in th,~ reduced rental rate in accordance with
the rental rate rl~duction in force at the time.

Rel.3-306
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The BLM State Office is responsible for the collection of
all the administrative and filing fees required for lease
actions, including fees for lease offers, applications,
assignments, transfers, and lease reinstatements; bonus
monies for competitive l,ease bids; and the first year's
advance rentals for all oil and gas leases.

RENTAL

COLLECTION -

BLM

RENTAL

COLLECTION

MMS

The MMS is responsible for the collection and distribution
of annual rental payment. for leases beginning with the
second lease anniversary date, except for future interest
leases as addressed below. The MMS also collects and
distributes all rentals and royalties from leases in a
producing (nonterminable) status, including communitized
leases and unitized leases in producing unit areas,
compensatory royalty payments, subsurface storage fees, and
directional drilling easements.

The MMS also is responsible for the collection and
distribution of all rentals and royalties for all future
interest leases, includi.nq the first year's advance rental
in situations where the rental has not been submitted to
the BLM prior to lease issuance because the date of vesting
of the minerals in the United States is still several years
in the future. The MMS automated Common Reference Database
System will accept monies for future interest leases prior
to the date of vestinq of the mineral interests in the
United States. (See Handbook 3110-1, Section XV, and
Handbook 3120-1, Section III.A.)

ACCEPTABLE
REMITTANCES

The first year's advance rental remittances may be made by
either credit card (VISA or MasterCard only) or personal
check, money oI~der, cashier's check, OR certified check,
and are to be made payable to the Department of the
Interior- Bureau of Land Management. Payments made to
the BLM may be made by other arrangements, such as by
electronic funds transfer when so authorized by the BLM.
Remittances to the MMS for all subsequent annual rental
payments are to be made payable to the Department of the
Interior -Minerals Man,agement Service.

AUTOMATED
CLEARING
HOUSE RENTAL
PAYMENT
PROCEDURES

Automated Clearinq Hous,e (ACH) payments to the MMS are
an acceptable method of rental payment. The ACH is an
electronic payment system that is the functional
equivalent of a check clearing facility (see Illustration
2, Automated Clearing House Payment Procedures Flow Chart).

Rel. 3-306

5/12/95
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When the ACH is used, the lessee/payor authorizes its bank
to make a payment and specifies the date the transfer is
to be made. The lessee's/payor's bank electronically
transfers the money and a payment message to the local ACH
on the specified date. Overnight, the local ACH
electronically transfers the money and a payment message
to the agent's bank (currently Mellon Bank), that
constitutes receipt by the MMS. The Mellon Bank
electronically transfers the money and a message to the
Federal Reserve Bank in New York, and concurrently,
another payment m,essage to the MMS. The Federal Reserve
electronically transfers the money and a message to the
Department of the Treasury the same day. The Treasury
Department electronically transmits a payment message to
the MMS.

REASONABLE
DILIGENCE
USING ACH

The leasing regulations are silent regarding timely
payment and reaso:rlable diligence as they apply to the use
of the ACH for lease annual rental payments. However,
payments made by 1t.he ACH will be considered timely made
when the payments are actually received on or before the
lease anniversary date by the Department of the Treasury or
the Hellon Bank (agent bank), and the payment has been
designated for polsting to the HMS account. If the payment
is received timely by the agent bank and, through an error
of the agent bank, the funds are not posted on time to the
HMS account, the Jrental payment will be considered received
by the HMS when f;Lrst received by the agent bank. If a
posting error is due to an improper entry made by the
payor, payor's bank or the ACH, the payment will be deemed
received by the HMS when either the payor's bank for the
ACH or the ACH corrects the error and properly completes
the transfer. When using electronic funds transfer (ACH),
reasonable diligence for lease reinstatement purposes under
the HLA (30 U.S.C. 188(c)) shall be defined as receipt of
the proper payment message by the ACH on or before the
lease anniversary date. (See Handbook 3108-1, Section
II.A, for additional procedures on late payments made
through use of the ACH.)

Rel. 3-306
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Leases Issued Under the Reform Act of

December 22, 1987
B.

The Reform Act, enacted on December 22, 1987, established
a competitive leasing system that eliminated the KGS/FPGP
designations. The noncompetitive simultaneous oil and gas
leasing system also was eliminated. The law provided for
the following &Imual rental rates:

REFORM
ACT LEASES -

RENTAL RATES

COMPETITIVE

LEASES -

REFORM ACT

RENTAL RATE

1. Competitive Leases. The rental is $1.50 per
acre or fraction thereof for the first through fifth lease
years and increases to $:2 per acre or fraction thereof
beginning the sixth leaslB year of the 10-year primary term
and subsequent lease yea:t's .

2. Noncompetitive Leases. The rental is $1.50
per acre or fraction thereof for the first through fifth
lease years and $2 per acre or fraction thereof for the
remainder of the 10-year term and subsequent lease years.

NONCOMPETITIVE

LEASES -

REFORM ACT

RENTAL RATE

Rel. 3-306

5/12/95
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c. Other Leases Issued On or After June 17. 1988

The regulations promulgated on June 17, 1988, to implement
the Reform Act, establish the following annual rental rates
in addition to the rental rates for Reform Act leases
discussed in Section II.B, above.

1. Noncompetitive and competitive leases issued
on or before December 22, 1987, or issued pursuant to an
application or offer to lease filed prior to that date,
have the annual rental rate as stated in the lease or in
the regulations (43 CFR 3103.2-2(b» in effect on
December 22, 1987, except:

GRANDFATHERED
LEASES -

RENTAL RATES

la. Simultaneous leases issued on or after
February 19, 1982, are subject after February 1, 1989, to
an annual rental rate of $2 per acre or fraction thereof
in the sixth and subsequent lease years in lieu of $3 per
acre per year as established in the lease terms at the time
of lease issuance.

SIMULTANEOUS

LEASE RENTAL

CHANGED TO $2

FROM $3 WITH

6TH YEAR

1b. The annual rental rate shall not be
increased for leases determined to be within a KGS or FPGP
after December 22, 1987.

RENTAL NOT

INCREASED FOR

LANDS IN KGS

OR FPGP

lc. Exchange and renewal leases require an
annual rental rate of $2 per acre or fraction thereof upon
exchange or renewal.

RENEWAL AND

EXCHANGE LEASE

RENTAL RATES

2. Leases being assessed compensatory royalty
shall not have rental due on acreage for which royalty
or minimum royalty is being paid, except for nonproducing
leases being assessed compensatory royalty, in which
case, both rental and royalty are due.

COMPENSATORY

ROYALTY
ASSESSMENTS -

RENTAL DUE

3. Reinstated leases/converted oil placer mining
claims have annual rental rates as follows:

REINSTATED
LEASES -

RENTAL RATES

CLASS II
REINSTATEMENT

3a. The annual rate for terminated
noncompetitive oil and gas leases reinstated under 43 CFR
3108.2-3 (Class II provisions) and unpatented oil placer
mining claims converted to a noncompetitive lease under
43 CFR 3108.2-4 (Class III provisions) is $5 per acre or
fraction thereof. The annual rental rate is not increased
an additional $2 per acre for KGS or FPGP lands determined
after December 22, 1987, as had been required by the
leasing regulations in effect prior to June 17, 1988.

CLASS III
REINSTATEMENT

Re1. 3-306

5/12/95
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:3b. The annual rental for terminated
competitive leases reinstated under 43 CFR 3108.2-3 (Class
II) shall increiise to $10 per acre or fraction thereof.

REINSTATED
COMPETITIVE
LEASES

SUCCESSIVE
REINSTATEMENTS
RENTAL RATES

3c. For each succeeding t~e a specific
lease is reinstated under 43 CFR 3108.2-3, the annual
rental must increase an additional $5 per acre or fraction
thereof for noncompetitive leases and $10 per acre or
fraction thereof for competitive leases.

The minimum royalty rate established in the lease terms
at the time the lease wag issued is not affected by
reinstatements.

MINIMUM

ROYALTY RATE

NOT CHANGED BY

REINSTATEMENT

Rel. 3-306
~fJ.~f~~

B LM MANU AL
supersedes Rel. 3-123
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Do Leases Issued On or After SeDtember 2. 1960. and

Prior to the Reform Act

The Act of September 2, 1960, amending the MLA and the
regulations promulgated thereunder, prescribed the rental
rates for all leases issued on or after that date up to
the time that leases were issued under the Reform Act of
December 22, 1987. The annual rental for leases issued
prior to the 1960 Act generally remained at the rate that
was in effect at the time the lease was issued. (See
Section II.E, below, for a discussion of these earlier
rental rates.)

MLA REVISIONS

OF 1960 -

RENTAL RATE

CHANGES

For all leases issued pursuant to the 1960 Act, the annual
rental rates were applied on a per acre or fraction of an
acre basis (i.e., $400 rental for a competitive lease
containing 199.18 acres). Such rentals are not credited
against royalties. The following annual rental rates for
oil and gas leases were established in accordance with the
Act of September 2, 1960:

I. Competitive Leases. The rental for all
competitive leases issued on or after September 2, 1960r
was set at $2 per acre or fraction thereof per year.

COMPETITIVE

LEASES- 1960

ACT RENTAL

RATE CHANGE

2. Noncompetitive Leases. NONCOMPETITIVE
LEASES OUTSIDE
KGS- 1960 ACT
RENTAL RATE
CHANGE

2a. For all noncompetitive leases issued
on or after September 2, 1960, that, on the date rental
was due, covered lands wholly outside the limits of a
KGS of a producing oil and/or gas field, rental was set at
So cents per acre or fraction thereof. However, for
noncompetitive leases issued on or after February 1, 1977,
an annual rental of $1 per acre or fraction thereof was

required.

NONCOMPETITIVE
LEASES INSIDE
KGS- 1960 ACT
RENTAL RATE
CHANGE

2b. If any of the lands covered by a
noncompetitive lease issued on or after September 2, 1960,
were included in a KGS on the date the rental was due, the
rental was increased to $2 per acre or fraction thereof.
This increase began the first lease year after 30 days
notice by the BLM to the lessee. However, if the
anniversary date of the lease fell during the 30-day notice
period, the annual rental due at that time had to remain

unchanged.

~: This provision does not include leases committed to
an approved unit plan that has a well capable of
producing oil and/or gas.

Rel.3-306
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PARTICI

AREA/MI
ROYALTY

2c. If any of the lands covered by a
noncompetitive lease issued on or after September 2, 1960,
were committed to an approved unit plan, and that unit plan
includes a well capable of producing oil and/or gas, the
lands within the participating area convert to a minimum
royalty status. This provision remains the same under the
Reform Act as for previous amendments to the MLA. For
leases issued on or after September 2, 1960, but prior to

February 1, 1977, the rental rate for the lands not within
the participating area is So cents per acre or fraction
thereof per year. For leases issued on or after
February 1, 1977, but prior to and not subject to the
Reform Act, the annual rental rate for those lands not in
the participating area is $1 per acre or fraction thereof.
For leases issued in accordance with the Reform Act, the
annual rental rate for those lands in the participating
area is $1.50 per acre or fraction thereof for leases in
their first five lease years, and $2 per acre or fraction
thereof for leases in their sixth or subsequent lease year.

Rel.3-306
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E. Leases Issued Prior to September 2. 1960

LEASES ISSUED
PRIOR TO
1960 ACT -

RENTAL RATES

The amendment of the MLA of September 2, 1960, and the
regulations promulgated thereunder concerning annual
rental rates are generally inapplicable to leases issued
prior to that date. Such leases retained the rental rates
that were effective at the time the leases were issued.
These rates are summarized in Illustration 3.

1. Competitive Leases. The annual rental for
competitive leases issued prior to September 2, 1960,
is $1 per acre.

COMPETITIVE

LEASES -

PRE-1960

RENTAL RATE

NONCOMPETITIVE
LEASES -

PRE-1960
RENTAL RATES

2. Noncompetitive Leases. The annual rental for
noncompetitive leases issued prior to September 2, 1960,
has varied from time to time. Generally, leases issued
before August 8, 1946, have a rental rate of 25 cents
per acre per year. When any land in a noncompetitive
lease issued prior to September 2, 1960, was subsequently
determined to be in a KGS, the annual rental was increased
to $1 per acre per year, unless the lease was committed to
an approved unit agreement that included a producible well.
In this situation, the annual rental is the same rate as
if the land was not in a KGS.

3. Old-Form 20-Year Leases. Such leases specify
a rental rate of $1 per acre per year. Annual rental on
the fractional acreage is in equal fractions of a dollar
(e.g., $169.34 rental owed for 169.34 acres).

20-YEAR
LEASES

RENTALS
CREDITED
AGAINST
ROYALTIES

For all leases issued prior to August 8, 1946, rentals
may be credited against royalties. Rentals may not be
credited against royalties for leases issued on or after
that date, nor for leases issued prior to that date for
which elections have been filed for the leases to be
governed by the 1946 Act. For all other leases, except
old-form 20-year leases issued prior to August 8, 1946,
the annual rental for a fraction of an acre is the same
as that required for a full acre.

RENTAL IN

AMOUNT EQUAL

TO NEXT

FULL ACRE

Rel.3-306
..r.£.r
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COMMUNITIZA-

TiON/UNIT
AGREEMENTS -

LEASE RENTALS

PARTICIPATING

AREA -KINIMUM

ROYALTY IN

LIEU OF RENT

Committing a lease to a communitization or unit agreement
does not affect its rental rate (including the increase
in rental that occurred when all or part of the lease had
been determined to be in a KGS prior to December 22, 1987)
until oil and/or gas in paying quantities is discovered
on the lands committed to the agreement. Once oil and/or
gas is discovered in paying quantities on the lands
committed to a unit, all lands included in the
participating area are charged a minimum royalty per
acre per year in lieu of rental. Those portions of
noncompetitive unitized leases that do not participate in
such production continue at the rental rate established in
the lease for non-KGS lands (i.e., 25 cents, 50 cents, $1,
$1.50, or $2 per acre, as appropriate), even though such
lands may be within the limits of a KGS.

OUTSIDE
PARTICIPATING

AREA/NON-KGS
RENTAL RATE

PARTIAL
CONTRACTION -

NON-KGS
RENTAL RATE

If part of a unitized lease is eliminated from a unit due
to contraction of the unit, the nonunitized lands will be
charged rental at the same rate that would be charged if
they were still nonpartLcipating unit lands. However, if
an entire lease is elimi[1ated from the unit (due to
contraction of the unit), it will be charged annual rental
based on whether it is within or outside the limits of a
KGS (except for leases t:hat may have been determined after
December 22, 1987, to be within a KGS or FPGP because such
leases are not subject ttO a KGS or FPGP rental increase per
43 CFR 3103.2-2(b)(2) effective June 17, 1988). Partial
elimination from a unit tdoes not result in lease
segregation. (See Handb,ook 3105-1, Section V.)

ENTIRE

CONTRACTION -

RENTAL RATE

Commitment of part of a lease to a unit results in
segregation of the lease into two separate leases, normally
the parent lease containing only the lands committed to the
agreement, and the new llease containing the lands not
committed to the unit. JB:ach of the leases will have a
rental or minimum royalt:~ based on its own circumstances.
(See Appendix 1 for a brief reference list of decisions
addressing lease rentals.)

UNIT
SEGREGATION -

RENTAL OR
MINIMUM
ROYALTY

RENTAL

DIFFERENCE

DUE TO LEASE

SEGREGATION/
PARTIAL

ASSIGNMENT

Any additional rental fo:C' acreage increments resulting from
lease segregatil:)ns or partial assignments shall be waived
by both the ELM and the MMS until the next MMS regular
annual rental courtesy notice billing cycle. The updated
accounting advice for both the parent and new leases are to
be annotated in the Remarks Section (see Illustration 4).

Rel. 3-306
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HORIZONTAL
SEGREGATION .

RENTAL FOR
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Where only specific formations are unitized, some older
leases have sometimes been segregated along horizontal
lines to exclude only the unitized formations from the
segregated lease. It is the policy of the BLM not to
horizontally segregate leases. However, where such
horizontal segregations have occurred in the past, the
holder of each resulting lease is liable for payment of
the annual rental and roralty based on the entire acreage
included in the lease, even though this may result in
multiple payments of rental or royalty for the same lands.

A summary of general rental and royalty rate provisions is

provided in Illustration 3.

Rel. 3-306

5/12/95
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Credit for Advance RentalG.

PRE-1946 LEASES -

ADVANCE RENTAL
CREDITED AGAINST
ROYALTIES

Leases issued prior to August 8, 1946 (and where no
election has been filed to have the lease come under the
provisions of the 1946 Act), provide that advance rentals
may be credited against royalties. The advance rental
payment is due on or before the lease anniversary date.
These leases are not subject to minimum royalty, but are
subject to advance rental of $1 per acre per year if they
are producing or in a unit participating area, and 25 cents
per acre per year if they were issued noncompetitively and
if they are nonproductive or nonparticipating. Leases
issued on or after August e, 1946, do not provide for
crediting rentals against royalties, but are subject to
minimum royalty requirements.

LEASES AFTER 1946

SUBJECT TO

MINIMUM ROYALTY

Rel. 3-306
~...ZO(~.

B LM MANUAL
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The leasing regulations at 43 CFR 3103.3-2(e) in effect
prior to the August 1983 regulation changes provided that
if, on the anniversary date of a lease, less than a full
year remained in the lease term, the annual rental would be
prorated based upon the amount of time remaining in the
lease term.

RENTAL

PRORATION

The current regulations under 43 CFR 3103.2-2 provide that
a full year's rental must be submitted even when less than
a full year remains in the lease term. The rental shall
not be prorated except when a suspension of operations and
production results in less than a full year remaining
in the lease term (see Section VIII, below).

FULL YEAR ' s

RENTAL

REQUIRED

Rel.3-306
5/12/95
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The method for determining rentals and minimum royalties
for lands in which the United States owns an undivided
fractional interest was changed by an amendment to 43 CFR
3103.3-3, effective October 28, 1976.

RENTALS FOR

FRACTIONAL

MINERAL INTERESTS

~: This regulation amendment did not affect the method
for determining royalty rates for this kind of
lease.

For leases issued prior to October 28, 1976, rentals,
minimum royalties, and royalties payable for lands in which
the United States owns an undivided fractional interest are

prorated.

For leases issued on or after October 28, 1976, rentals and
minimum royalties are not prorated for lands in which the
United States owns undivided fractional interest, but are
payable for the full acreage in such lands.

ROYALTIES FOR
FRACTIONAL
MINERAL INTERESTS

FRACTIONAL

MINERAL

INTERESTS MUST

BE THE SAME

IN EACH LEASE

Royalty on production, however, is payable only on that
portion of the mineral interest owned by the United
States. An opinion was requested from the Rocky Mountain
Regional Solicitor on how to calculate the correct royalty
rate for Federal oil and gas leases where the leases each
have several different tracts with the United States owning
a different fractional interest in each tract. The
following question was posed to the Regional Solicitor.
"Should the royalties from a producing well be based on the
fractional interest the U.S. owns in that tract (75 percent
in this case), or on the fractional interest the U.S. owns
in the lease as a whole considering the United States'
fractional ownership in all of the tracts combined
(92 percent in this case)?" The Regional Solicitor
concluded that the U.S. can collect royalties only in
proportion to its actual ownership interest in each tract.
The BLM has agreed to not issue any more leases with
differing ownership interests in the tracts comprising the
lease.

Rel. 3-306
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REFUNDS -

OVERPAYMENTS
TO MHS

Upon request, the MMS-DMD initiates actions for refunds of
overpayments or payments sent to the MMS in error, i.e.,
filing fees, rights-of-ways charges, etc. The BLM will not
review the MMS Business Information System (BIS) screens
to determine the exact amount of any overpayment refunds.
The BLM authorizes those refunds associated with lease

relinquishments, cancellations, late payments, suspensions,
and unapplied payments, etc.

The refund payments will be initiated by the MMS-DMD for
any escalating simultaneous oil and gas lease rental
overpayment or other overpayment received by the MMS due to
a Secretarial rental rate reduction, and will not require a
BLM authorization. In these cases, an entity must make a
refund request directly to the MMS instead of to the BLM .
If such a refund request is made to the BLM, it is to be
forwarded to the MMS, with the party notified by the BLM
that the request for refund has been forwarded to the MMS.

Refunds of lease rentals associated with late payments,

suspensions, relinquishments, cancellations, and unapplied
payments are to be authorized by the BLM to the HMS-DMD
only by an accounting advice, Form 1370-41 (see Illustra-
tion 5), that is to contain the following information:

REFUNDS

1. Maior Items MMS RE FUND

REQUESTS ON

ACCOUNTING

ADVICES

la. Subject -Refund/State code.

lb. Lease number/anniversary date/status
code "0."

Amount to be refunded.

2. Remarks Section Items

The type of refund, i.e., bonus,
rental, etc.

2b. Reason for the refund, including the
date of lease termination, etc.

Proof that collection ~f the money was
made, i.e., copy of unapplied payment
report, copy of canceled check, or
check number.

Rel. 3-306
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2d. Statement that documentation supporting
the request for refund is on file in
the BLM.

28. In cases where the MMS-DMD does not
have documentation of the receipt of
the monies (i.e., the BLM receipt and
earning of the funds occurred prior to
the establishment of the MMS, or the
documentation is no longer on file at
the MMS due to a lengthy time lapse),
a copy of the initial accounting advice
and/or a receipt indicating that the
payment was made is to be submitted to
the MMS-DMD with the refund request.

BLM DOCUMENTATION

OF RECEIPT OF

MONIES NEEDS TO

BE SUBMITTED

TO MMS

COMPLETE
SIGNATURE
ON ACCOUNTING
ADVICE

The complete signature of the BLM employee requesting the
MMS-DMD refund action must be shown on the accounting
advice. The accounting advice will be returned to the BLM
as unacceptable if only the initials of the BLM employee
are provided.

For any MMS-DMD refund requests submitted by the BLM, red
special tags are not to be attached to the accounting
advices, except in those cases of a highly irritated
constituent or a direct request from a member of Congress.

~-'l. 3-3t1S
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A. Qeneral

MINIMUM
ROYALTY

Section 17(d) of the MLA, as amended, provides that a
minimum royalty in lieu of rental shall be paid at the end
of each lease year beginning on or after a discovery of
oil or gas in paying quantities. For example, if a lease
issued effective May 1, 1991, is determined on May 26,
1995, to have a discovery of oil or gas in paying
quantities (the annual rental having been timely paid for
the lease year beginning May 1, 1995), the minimum royalty
payment to the MMS i. due for the next lease year by
April 30, 1997. Minimum royalty and annual rental are not
paid for the same leaee year.

This minimum royalty provision is applicable to all leases
issued on or after August 8,1946, and to earlier-issued
leases if the lessee has elected to be governed by the
provisions of this Act. Section 15 of the Act of
August 8, 1946, authorizes any person holding a lease on
the effective date of the Act to elect to have the lease
governed by the ap:plicable provisions of the Act instead
of the law previously in effect. Accordingly, not all
existing oil and gas leases are subject to the minimum
royalty provisions of Section 17(d) of the MLA. Therefore,
the individual lease form and the rental and royalty rate
schedule that may Ibe attached to the lease form (for older
leases) must be re'Y'iewed in each case.

ELECTION UNDER
SECTION lS OF
1946 ACT

SECTION 15
ELECTION TO
BE FILED IN
LEASE CASE
FILE

Some lessees and/o:t' operators of pre-1946 Act leases have
been unde.t' the asslwnption that their leases were subj ect to
minimum royalty in lieu of rentals, i.e., that an election
to come under Section 15 of the 1946 Act had been filed
when, in fact, suc]b an election has never been filed.
Therefore, if a le:Bsee now files such an election, the
State Office (SO) :Lease Adjudication is to take no formal
action to approve it, but is to provide a copy to the MMS
(or recei'..e a copy that was filed directly with the MMS),
and ensurl~ that a I:opy of the election is placed in the
lease case file. :P'or the ALMRS Entry, the appropriate
royalty rate action code or Action Code 649- LEASE PAYING
MIN RLTY is to be cross-referenced in the Action or General
Remarks with the statement that "Section 15, 8/8/46 Act
election filed (MM./DD/YY) ."

AUTOMATED
NOTATION -

ELECTION UNDER
1946 ACT

Re:.;..3-306
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MINIMUM

ROYALTY RATE ,

LEASES BEFORE

REFORM ACT

For leases issued in ac=ordance with the law and
regulations that were in effect prior the Reform Act, a
minimum royalty rate of $1 per acre or fraction thereof in
lieu of rental is required.

MINIMUM

ROYALTY RATE

REFORM ACT

LEASES

Leases issued in accordance with the Reform Act of
December 22, 1987, require a minimum royalty rate of not
lese than the rental rate that otherwise would be required
for that lease 'year. Therefore, the minimum royalty rate
is $1.50 per acre or fraction thereof for the first through
fifth lease years and $2 per acre or fraction thereof for
each lease year thereafter. These minimum royalty rates
also apply to oil and gas right-of-way leases issued under
the Act of May 21, 1930, when such leases are issued on or
after the June 17, 1988, regulations. The minimum royalty
rate for exchange and renewal leases issued since the
Reform Act is $:2 per acre or fraction thereof .

The account for any lease in a minimum royalty status is

maintained by the MMS.

See Appendix 2 :for a brief listing of decisions addressing

oil and gas lealie minimwn royalty issues.
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B. Applicat:Lon of Minimum Rovalt~

MINIMUM

ROYALTY RATE

PROVISIONS

The following items define general minimum royalty
provisions and outline the required procedures. Certain
exceptions to these general provisions are discussed in
Section III.C, beJ.ow. Generally, these exceptions deal
with situations where a currently nonproducing lease is
extended by other provisions of the law and regulations
or where lands arEI severed from those having a minimum

royalty.

1. The anniversary date of a lease is the
anniversary of its effective date (ALMRS Entry: DE 1775
Action Code 225/DE: 2910 Action Code 868). The lease year
is defined as a 12-month period beginning at midnight

immediately preceding the anniversary date {e.g., the
midnight that begi.ns the day of May 1, 1995) and ending
at midnight on the, last day prior to the next anniversary
date {e.g., the midnight that ends the day of April 30,
1996). Minimum ro,yalty accrues beginning from the
anniversary date of a lease but is not payable until the
end of the lease year.

MINIMUM ROYALTY

ACCRUES AFTER

DISCOVERY

PARTICIPATING
ACREAGE

2. Minimum royalty accrues as a debt to the u.s.
in lieu of rental beginning from the first anniversary date
of the lease on or after the initial discovery of oil or
or gas in paying quantities, i.e., the completion of a well
capable of proaucing oil or gas in paying quantities on the
leasehold or the allocation of production to the leasehold.
On uni~ized lanas, minimum royalty accrues only on the
acreage that participates in the unitized production. The
nonparticipating acreage is subject to rental, unless this
acreage also contains or has contained a well capable of
producing oil or gas in paying quantities. On a lease that
is subject to a communitization agreement (CA), the entire
lease becomes subject to minimum royalty.

NONPARTICIPATING
ACREAGE

COMMUNI TI ZED
LEASE

ACTUAL ROYALTY

CREDITED AGAINST

MINIMUM ROYALTY

3. Actual royalty accruing from a lease or
allocated to a unitized or communitized lease during the
lease year is credited against the minimum royalty
obligation for that lease year. If the royalty from
production does not equal or exceed the required minimum
royalty for the lease year, the lessee is obligated to pay
the difference. For example, if the minimum royalty
obligation for a 640-acre lease is $1,280 ($2 per acre),
and the royalty from production is only $1,200, the
difference of $80 must be paid to the MMS.

j-"al. 3 -305
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4. Once a lease converts to a minimum royalty
status, it generally does not revert to a rental status
during its original or fixed term. Some exceptions are
discussed in Section III.C, below.

REVERSION TO

RENTAL STATUS

MINIMUM ROYALTY

NOT SUBJECT TO

PRORATION

5. Once effective, minimum royalty is a minimum
amount unconditionally payable for the remainder of the
lease year and is not subject to proration; i.e., if a

productive lease becomes nonproductive, terminates, or
acreage is relinquished during the lease year, the minimum
royalty will DOt be reduced or prorated. For example, if a
lease contained 640 acres at the beginning of the lease
year (on the anniversary date) and 320 acres is
relinquished later in the lease year, a minimum royalty of
$960 (at $1.50 per acre) is owed for the entire lease year.

MINIMUM ROYALTY

NOT AFFECTED
BY LEASE

REINSTATEMENTS

6. The rental, royalty, and min~um royalty
provisions of oil and gas leases issued under the various
amendments to the MLA differ, and each lease must be
reviewed independently to determine the appropriate
requirements. The min~um royalty rate is not affected by
lease reinstatements.

MINIMUM ROYALTY

DUE ON ENTIRE

LEASE ACREAGE

DESPITE LEASE

SEGREGATION

DURING LEASE

YEAR

7. Since minimum royalty is an obligation
accruing from the beginning of the lease year and is based
on the acreage embraced in the lease at that time, any
segregation of 'the lease during the lease year, whether by
partial assignment or unitization, will not change this
totalobligation. Thus, for the lease year in which such
a segregation is effected, the minimum royalty is to be
determined baseld on the total acreage in the lease at the
beginning of the lease year (on the anniversary date), and
all production royalties from that acreage are to be
credited against that obligation. (See also Section III.C,

below.)

a. Compensatory royalty payments may be applied
to any minimum royalty obligation that exists on the lease.
However, the payment of compensatory royalty will not, by
itself, cause a lease to convert to a minimum royalty
status.

COMPENSATORY

ROYALTY MAY BE

APPLIED TO

MINIMUM ROYALTY

9. When a compensation due the United States is
based on the full value of gas lost, such payment may be
credited against the minimum royalty obligation.

COMPENSATION

FOR VALUE OF

GAS LOST

10. Rental, injection, withdrawal, and other
charges under a gas storage agreement cannot be applied to
any minimum royalty obligation that exists on the lease.

GAS STORAGE

AGREEMENT CHARGES

NOT APPLIED TO

MINIMUM ROYALTY
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EFFECT OF LEASE
SEGREGATION ON
MINIMUM ROYALTY
OBLIGATION

A lease may be segregated into two or more separate leases
either by partial assignment or by part of the lease being
committed to a Federally approved unit. Partial commitment
to a CA does not: cause lease segregation. However, minimum

royalty accrues as. debt due from the beginning of the
lease year that is payable at the end of the lease year and
is not reduced or increased by the subsequent segregation
occurrences during that lease year, as discussed in Section
III.B.7, above.

PARTIAL
ASSIGNMENTS

For a lease segregated by a partial assignment, the

assignor remains liable for the minimum royalty obligation
on the assigned portion should the assignee fail or refuse
to pay. The lease containing the well remains on minimum

royalty. However, the lease without the productive well
reverts to a rental status on the next lease anniversary
date (which is tJtle same as that for the original or parent
lease). In such instances, the SO Lease Adjudication
is to notify the lessee of the nonproductive lease that the
lease is reverting to a rental status and that failure to
pay such rental on or before the lease anniversary date, or
within 30 days of receipt of the notice, will subject the
lease to automatic termination. (See Section V.A, below.)

Accordingly, for leases segregated by either partial
assignment or unj.tization, the minimum royalty must be
determined on the total acreage in the lease at the
beginning of the lease year. All production royalties
attributable to t;hat acreage are to be credited against
that obligation.

HORIZONTAL
SEGREGATIONS

Although no longelr an allowable policy, if in earlier
years an oil and gas lease has been segregated

horizontally by unitizin9 specific formations only, the
holder of each such segregated lease is liable for the
payment of rental or minimum royalty based on the entire
acreage in such segregated lease even though this would
result in multiple payments for the same lands.

Once a minimum royalty obligation accrues, it cannot be

subsequently reduced or prorated. This provision applies
even though the lease is relinquished, canceled, or
terminated on the day following the anniversary date (see
Solicitor's Opinion M-36405, dated June 13, 1957).

Reverse Side Intentionally Blank
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GeneralA.

ROYALTY
RATES

oil and gas leases with different royalty rate provisions
have been issued in accordance with the various amendments
of the MLA. The following is a synopsis of the MLA and its
amendments affecting royalty. Each lease must be reviewed
individually to determine the type of lease and the Act
under which the lease was issued in order to determine
the applicable royalty rate. For competitive and
noncompetitive lease8 i8sued in accordance with the Reform
Act, no specific royalty schedule is used. However, for
leases issued under previous amendments to the MLA, certain
royalty schedules were developed. For convenience, the
following terms will be used, where applicable, to identify
the various royalty schedules: Schedule wBw, Schedule wCw,
and Schedule wD (Bliding)w. The basic requirements of
these schedules and the appropriate action codes for ALMRS
Entry are summarized in Illustration 6. Illustration 7
provides an explanation of each schedule. Schedule A (see
Illustration 8) is applicable to certain noncompetitive
leases and provides for a flat l2~ percent royalty on
production removed or sold.

1. 1920 Act

ROYALTY RATE -

1920 ACT

The Mineral Leasing Act of February 25,1920, established
the issuance of prospecting permits for Federal lands.
Under Section 13 of this Act, prospecting permits could be
obtained covering those lands not within the known
geological structure of a producing oil or gas field. The
maximum size of a prospecting permit was 2,560 acres, and
only one could be given to an individual on a single oil
and gas structure or in an area, and not over three could
be issued to an individual in the same State. These
permits were issued for a period of 2 years and contained a
drilling requirement that the permittee was to commence a
well within 6 months, and within 1 year was to drill to a
total depth of 500 feet, and within 2 years from the date
of the permit, drill for oil and gas to an aggregate depth
of not less than 2,000 feet unless oil or gas was
discovered at a lesser depth. The prospecting permits
contained no rental requirements and the royalty rate was
20 percent.
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OLDER 20-YEAR
"a" LEASES -

S PERCENT

ROYALTY RATE

OLDER 20-YEAR
"b" LEASES -

SLIDING SCALE

12~ -33 PERCENT

ROYALTY RATE

If it was established to the satisfaction of the Secretary
that a valuable deposit of oil or gas had been discovered
within the limit of the lands embraced within the
prospecting permit, the permittee could apply for a lease.
If the application was satisfactory, the applicant received
a lease for one-fourth of the land embraced in the permit
or a minim~ of 160 acres, if that much acreage was
contained in the permit area. The lease term was for 20
years at a 5 percent royalty rate. The lease rental became
$1 per acre. Also, under Section 14 of the Act, the lease
provided for a preference right to renew such leases for
successive period8 of 10 year8, each upon 8uch reasonable
terms as the Secretary might prescribe. These 5-percent
leases were called the .a. leases. As to the remainder of
the acreage in the permit, the permittee received a
preference right to a lease on the remainder of the area at
a sliding-scale rate of 12~ to 33~ percent on oil. These
.b" leases also were issued for a term of 20 years with a
right to renew for successive 10-year periods. For the
most part, the previously mentioned sliding-scale leases
require a gas royalty rate of 12~ percent, if total lease
production was less than 3,000 thousand cubic feet (Mcf)
per day, and 16~ percent if production was 3,000 Mcf or
over. On gasoline and liquefied petroleum gas (LPG), in
most cases, a flat 16~ percent royalty rate is required.

The unappropriated land within the known geological
structure of a producing oil or gas field was leased by the
competitive b~dding system under Section 17 of the MLA, and
not over 640 acres could be obtained in a single lease.
Competitive leases normally contained a sliding-scale
royalty rate and were issued for a primary term of 20 years
with a right to renew for successive 10-year periods.
Rental on the "a" and "b" leases was $1 per acre per year,
with advance rental to be credited against royalties.
Rental on competitive leases was also $1 per acre per year,
with advance rental to be credited against royalties. At
the first renewal date after August 8, 1946, most of these
"a" and "b" leases became subject to minimum royalty as
discussed in Section III, above.
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2. 1935 Act

ROYALTY RATE -

1935 ACT

The Act of August 21, 1935, established a new leasing
policy and authorized the issuance of new types of oil
and gas leases. It terminated the policy of issuing

prospecting permits and authorized the exchange of
outstanding permits for leases. Leases were issued for the
majority of the outstanding permits as of January 1, 1939.
The remainder of the permits were exchanged for leases
effective January 1, 1940. The Act of 1935 authorized the
exchange of outstanding 20-year leases and 10-year renewals
thereof for new leases at a royalty rate of not less than
12~ percent (actual leases issued contained a step-scale
royalty on oil of 12~ percent to 32 percent). Such
exchanges were made pursuant to Section 2(a) of the Act of
1935. All other leases (competitive and noncompetitive)
were issued pursuant to Section 17 of the Act, as amended.

The Act of 1935 also directed that, in every case where one
or more permits were issued covering a structure, the
Secretary was to issue permits to all other applicants on
the same structure even though one or more of the
permittees had developed the structure into a producing oil
or gas field, provided that such additional applications
were filed prior to the development of the structure into a
producing field. In this situation, the person making the
discovery obtained a lease at a 5-percent royalty rate as
long as the discovery was made under the permit, and royalty
on the other permits that were issued subsequent to the
discovery, but which had been applied for prior to
discovery, was at a 10-percent rate. The Act of 1935 also
provided that prior to termination of the permit that had
been issued, the permittee had a preference right to
exchange that permit for a lease. The permittee that made
the discovery was still entitled to a 5-percent lease as a
reward for discovery on one-fourth of the permit, and, on
the remainder of the permit, had & preference right to a
lease on that acreage at the sliding-scale rate.

Rel. 3-306
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All leases not issued upon discovery under a prospecting
permit were issued under Section 17 of the MLA. Those
leases issued pursuant to Section 17 carried a step-scale
royalty rate on oil of 12~ percent to 32 percent, and 12~
percent on gas and liquid hydrocarbons when daily average
gas production doe8 not exceed 5,000 Mcf per well or 16~
percent when the daily well average i8 over 5,000 Mcf.
By administrative action of May 3, 1945, the step-scale
royalty rates on oil were reduced to 12~ to 25 percent
(maximum of 25 percent instead of 32 percent) on leases
thereafter issued.

The step-scale could be modified if the price was less than
$1 per barrel with 8uch modification in proportion to the
price. Rental on these leases was 25 cents per acre per
year prior to production, and $1 per acre per year after
production. (NOnCompetitive leases were further modified
by the Act of July 29, 1942, that gave the leaseholder a
preference right to a new lease if the lands were not
included in the KGS.) Competitive leases issued under this
Act were for an initial period of 10 years and so long
thereafter as oil or gas is produced in paying quantities.
Royalty under these competitive leases was established on
a step-scale basis with a maximum rate of 32 percent.
Subsequent Acts of 1943, 1944, and 1945 each granted 1-year
extensions to leases covering land8 in the KGS.

,!.942 and 1945 Acts3.

ROYALTY RATE -

1942 AND

1945 ACTS

The MLA revision of December 24, 1942, limited royalty to
1/8 (12~ percent) for 10 years following a discovery on a
lease. The benefit was limited to lessees who drilled the
discovery and also was limited to production from the new

deposit.

Circular No.1595, issued May 3, 1945, amended the
step-scale royalty rate provided under the Act of 1935
to limit the maximum royalty rate to 25 percent (see

Illustration 7).

The sliding-scale royalty rates still exceeded

25 percent and were unchanged.
~:
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ROYALTY RATE -

1946 ACT

SCHEDULE A

The Act of August 8, 1946, limited the rate of royalty to
12~ percent on noncompetitive leases thereafter issued and
on the existing leases as to production on oil and gas
deposits discovered subsequent to May 27, 1941, except
under competitive leases issued under the Act of August 31,
1935. It also substituted a Sl per acre per year minimum
royalty for advance rentals after discovery of oil or gas
(see Section III, above). All noncompetitive leases
issued subsequent to the Act of August 8, 1946, carrya
12~ percent royalty rate. This flat 12~ percent royalty
rate often is merely specified in the terms of the lease
form. In some cases, it is set forth in Schedule A (see
Illustration 8), that was attached to the lease form. All
leases issued between May 3, 1945, and August 8, 1946, as
well as competitive leases issued after the 1946 Act
(except leases issued in accordance with the Reform Act of
December 22, 1987), carry a step-scale royalty rate of
12~ percent to 25 percent, that is often set forth as
Schedule B (see Illustration 9). Leases issued between
August 21, 1935, and May 3, 1945, are subject to a similar
schedule, except the maximum royalty rate is 32 percent
rather than 25 percent (see Illustration 7, page 3).

SCHEDULE B

The 1946 Act also provided for royalty of 12~ percent
on the production removed or sold from lands determined by
the Director not to be within the productive limits of any
oil or gas deposits on August 8, 1946. The various
determinations issued by the Director under the 1946 Act
essentially are rulings as to whether: (1) a discovery on
a lease or unit after May 27, 1941, qualified as a
discovery under the 1946 Act; (2) whether lands that may
constitute all or part of the lease or unit were outside
the productive limits of any oil or gas deposits on
August 8, 1946. The oil or gas deposit existing on
August 8, 1946, that covered the greatest areal extent
is the governing factor.

At that time, Schedule C was applicable for renewals or
exchanges of 5-percent royalty rate leases. Such leases
that were renewed or exchanged prior to May 3, 1945,
required a maximum royalty rate of 32 percent rather than
25 percent. Schedule C omits the step royalty rates of 13,
14, 15,16, and 17 percent used in Schedule a, and jumps
from 12~ percent to 18, 19, 20 percent, etc. The Schedule
C royalty rate remains at 12~ percent until the average
daily oil production exceeds 110 barrels.

SCHEDULE C
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Schedule D can be applicable in a number of different cases
since Item 2 on the schedule was filled in by the BLM to
fit the case at hand. Schedule D normally was completed by
typing in the royalty rate of the lease that was being
renewed, provided the lease did not qualify under the 12~
percent royalty provision quoted in the upper part of
Schedule D.

SCHEDULE D

Section 15 of the Act allowed a person holding a lease on
August 8, 1946, to elect to have his lease governed by the
applicable provisions of the 1946 Act (see Section III.A,
above).

5. 1960 Act

ROYALTY RATE
1960 ACT

The Act of September 2, 1960, provided for noncompetitive
leases to be issued for a term of 10 years and so long
thereafter as they contained a well capable of producing
oil or gas in paying quantities. Such leases were issued
with a flat royalty rate of 12~ percent and a rental
requirement of So cents per acre per year payable in
advance. Competitive leases issued under the 1960 Act were
for a term of S 'years and so long thereafter as the lease
contained a well capable of producing oil or gas in paying
quantities. The rental requirement for a competitive
lease was $2 per acre per year, and royalty was a

step-scale royal'ty ranging from 12~ percent to 25 percent
(Schedule B).

6. Mineral Leasina Act for Accruired Lands of

Au,crust 7, 1947

ACQUIRED LANDS

ACT OF 1947

The leasing of acquired lands for oil and gas is covered by
the Act of August 7, 1947. Section 3 of the Act provides
that oil and gas deposits within the acquired lands covered
by the Act may be leased by the Secretary under the same
conditions as contained in the leasing provisions of the
Mineral Leasing Act of 1920, as amended. Section 10 of the
Act of 1947 provides that the Secretary may prescribe such
regulations as are necessary to carry out the purposes of
the Act, and regulations shall be the same as those
prescribed under the mineral leasing laws to the extent
that they are applicable. Accordingly, the provisions in
43 CFR Parts 3100,3110, 3120,3160, and 3180 are
applicable to both public domain and acquired lands.
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Act of December 22. 1987

ROYALTY RATE -

1987 REFORM ACT

The Reform Act established a system requiring that all
land. eligible and available for leasing must initially be
offered by competitive 8ale. If a bid for a parcel is not
received at a competitive oral auction, and the parcel was
not subject to a pres ale noncompetitive lease offer, the
land. in the parcel become available for postsale

noncompetitive offer beginning on the first day following
the last day of the competitive Bale. Following a 2-year
period from the date of the sale, if the lands in the
parcel have not issued under a noncompetitive lease, the
land. became subject again to leasing only through the
competitive system. The Reform Act established rental in
the amount of $1.50 per acre for the first 5 lease years
and $2 per acre for subsequent lease years. The Reform Act
continued the primary term of competitive leases as 5 years
and the primary term for noncompetitive leases for 10

years. However, the Energy Policy Act of October 24, 1992
(P.L. 102-486), changed the competitive lease primary term
to 10 years, the same length as for noncompetitive leases.
Royalty rates required by the Reform Act are to be not less
than 12~ percent for both lease types. The leasing

regulations implementing the Reform Act require a flat 12~
percent royalty rate.

For exchange and renewal leases issued on or after the
regulations of June 17, 1988, the royalty rate is a flat
12~ percent.
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STEP-SCALE
ROYALTY
SCHEDULES

Examples of the step-scale royalty schedules (Schedules "8"
and "C") used for Federal public domain oil and gas leases
are provided in Illustration 9.

STEP-SCALE GAS

ROYALTY RATE

The gas royalty rate under step-scale leases is based on
the average lease production per well per day for a
calendar month using a 28-,29-,30-, or 3l-day month
without considering the actual number of days that the
lease produced gas. Thus, the gas royalty rate for

step-scale leases i. to be determined based on the number
of days in the calendar month regardless of the number of
days that the wells produced, and each gas well that
produced any gas during the month is to be counted. Gas
royalties will be either 12~ percent or 16% percent
depending on this average production per well per day.

For example, a Schedule RBR lease having the following gas

production from gas wells during April would have its
royalty rate for gas computed as follows:

Well No. Days Produced Total Mcf

A

B

C

D

1

9

30

lS

10,000
50,000

310,000
300,000

4- 'l'otal wells Total Mcf -670,000

Royalty Rate -670,000 Mcf + (4 wells x 30-day month)
5,583 Mcf/well/day

Royalty Rate (from Schedule B) -16~ percent

BLM MANUJI ~
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STEP-SCALE OIL

ROYALTY RATE

The oil royalty rate under step-scale leases is generally
based on the average production of oil per well per day
for the calendar month. Oil wells are to be counted as
prescribed in 43 CFR 3162.7-4. The total oil production
(sales) for the month is to be divided by the number of
countable wells, and the figure thus obtained is to be
divided by the number of days in the month to obtain the

average daily production per well. However, when initial
production of the leasehold is made during the month or
when, for a previously producing leasehold, no wel~
produced for 15 days or more, royalty is to be computed
on the basis of actual producing well days. Oil royalties
will vary from 12~ percent to 25 percent or 32 percent,
depending on this average daily production and applicable
royalty schedule.

For example, a Schedule "5" lease having 5 wells counted
as producing every day during July (3l-day month) and a

total monthly lease production of 20,000 barrels will have

a royalty of la percent calculated as follows:

20,000 barrels -S wells -31 days c 129 barrels/well/day

Royalty Rate (from Schedule B) .18 percent

20,000 barrels x 18' c 3,600 Royalty Barrels

Rel. 3-306
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c. Slidina-Scale Leases

Illustration 10 provides an example of the sliding-scale
royalty schedule (Schedule "C-). Illustration 11 provides
an explanation of the calculation of sliding-scale royalty.

SLIDING-SCALE
ROYALTY
SCHEDULE

For sliding-scale leases, the gas royalty rate is based on
the total gas produced or allocated to the lease from all
sources and is calculated on a 28-,29-, 30-, or 31-day
month, as the case may be, without considering well count
or the actual number of days that the lease produced gas.
For example, if a lease produced gas 2 days in April that
totaled 15,000 Kcf, the royalty rate would be 12~ percent
based on an average daily production of 500 Kcf (15,000 Kcf
divided by 30 days). Gas royalties will be either 12~
percent or 16~ percent depending on whether the average
production thus determined is greater or less than
3,000 Kcf per day.

SLIDING-SCALE GAS
ROYALTY RATE

SLIDING-SCALE OIL
ROYALTY RATE

The oil royalty rate under sliding-scale leases is computed
by determining the average production per well per day and
then applying a specific royalty rate to certain portions
of the average production. For example, if the

sliding-scale royalty rate of 12~ to 33~ (or 25) percent on
oil above 300 Baume is applicable and the average daily
well production for the month was 50 barrels, royalty would
be 12~ percent on the first 20 barrels and 16~ percent on
the next 30 barrels or a total of 7~ royalty barrels. oil
wells are to be counted as prescribed in 43 CFR 3162.7-4.

In cases where oil production from a sliding-scale lease or
from a participating area with such a lease varies in
gravity from above and below 300 Baume, API gravity is to
be used instead of Baume. A volume weighted average
royalty rate will be computed from the runs of the two
gravity classes and such rate applied to the runs for the
calendar month.

~: The royalty rate schedule attached to some renewal
and exchange leases was inadvertently labeled as
Schedule wDw when, in fact, the royalty rate
schedule was actually a "CW schedule. Some of these
leases are located in Montana and Wyoming, and there
may be other such exchange or renewal leases in the
States of California, Colorado, and New Mexico.
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12~ PERCENT
ROYALTY
DETERMINATIONS

The 1946 revision of the MLA also provided for a royalty
rate of 12~ percent on the production removed or sold
from lands determined not to be within the productive
limits of any oil or gas deposits on August 8, 1946. The
various determinations issued in accordance with the 1946
Act essentially are rulings as to: (1) whether a discovery
on a lease or unit after Hay 27, 1941, qualifies as a

discovery under the 1946 Act, or (2) whether lands that may
constitute all or part of the lease or unit are outside the
productive limits of any oil or gas deposits on August 8,
1946. The greatest areal extent of the oil or gas deposit
existing on August 8, 1946, is the governing factor.
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EFFECTS OF
UNITIZATION
ON ROYALTY RATE

Generally, the royalty settlement provisions in the normal
unit agreement provide that royalty due the United States
shall be computed in accordance with the operating
regulations as to all unitized substances allocated to the
unitized Federal land at the royalty rate specified in the
individual lease, and that each participating area is to
be considered as a single lease.

As a general rule for production under a unit agreement,
oil royalty rates for step-scale and sliding-scale leases
and gas royalty rates for step-scale leases are based on
the total number of countable wells in and total production
from a given participating area.

For sliding-scale leases, such rates must be based in each
case on the total amount of gas allocated to or produced
from the lease from all sources within and without the
unit.

If a dually completed well is producing from two
participating areas, it is to be counted as a well in
each of the areas, if otherwise qualified. When wells are
multiple-completed in a participating area, and a zone is
determined to be noncommercial under the unit agreement,
the completion in the participating area is to be counted
as a well for the participating area and the well also is
to be counted as a well for the noncommercial zone.

Unless specifically permitted by the unit agreement, any
well located outside of a participating area is not to be
counted for participating area royalty purposes. However,
a portion of such a well may be counted if a corresponding
portion of the well's production is allocated to the
participating area.

Many older unit agreements contain special royalty
provisions that amend the unitized leases. Accordingly,
the specific provisions of the unit agreement must always
be reviewed prior to determining individual well counts and
royalty rates.
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EFFECTS OF
COMMUNITIZATION
ON ROYALTY RATE

The royalty rate for oil and condensate on leases subject
to a step-scale or sliding-scale royalty rate shall be
determined separately for the production from communitized
wells and for the production from noncommunitized wells.

For a step-scale lease, the royalty rate for gas shall be
determined separately as to production from each CA to
which the lease is committed, and determined separately
as to any noncommunitized lease production. For a
sliding-scale lease, the rate of royalty applicable to gas
production shall be determined by dividing the sum of all
communitized production allocated to the lease and any
noncommunitized production by the number of days in the
month.
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Bond Demands for Royalty LiabilitiesG.

BOND DEMANDS

FOR ROYALTY /

RECLAMATION

COSTS ARE

PAID TO BLM

When the MMS determine. that royalty liabilities have
occurred, i.e., insufficient royalty monies have been
received, such royalty (including penalty and interest
charges) and/or reclamation costs that are submitted in
response to a bond demand are to be paid to the BLM in
some form of guaranteed remittance. The BLM is to provide
same-day confirmation receipt to the MMS by telefax or
overnight mail for the royalty, penalty, and interest
monies owed to the United States. The MMS monies are to be
transferred to the BLK Service Center by Online Payment and
Collection System (OPAC), Form 1372-5, so that the MMS can
access the data within 5 working days of the payment's
receipt. The receipt of the money by the BLM stops accrual
of interest charges for the amount paid. Receipt of full
payment by the BLM stops accrual of penalty charges. (See
Handbook 3104-1, for bond collection procedures.)
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v. Reversion of Lease Account from Minimum Rovaltv to

Rental Status

A. Generil

The following guidance is provided to determine whether a

lease account reverts to a rental status collectible by

the MMS when producing leases are segregated by partial

assignment or unitization; when a CA terminates; when a

unit agreement terminates or contracts; and when production

ceases. (See also Section III.C, above.)

REVERSION OF

LEASE ACCOUNT

FROM MINIMUM

ROYALTY TO

RENTAL STATUS

Guidance for unit or CA termination, unit contraction, unit
segregation, segregation due to partial assignment, and
cessation of production, are contained in Handbooks 3105-1,
3106-1, and 3107-1, respectively. (See Handbook 3107-1 for
guidance on transferring lease accounts from rental status
to royalty/minimum royalty status. See also Handbook
3105-1, Appendix 4, for additional guidance concerning
procedures for leases reverting from minimum royalty status
to rental status.)

When the lease account reverts to a rental (terminable)
status, the lessee must be notified by the SO Lease
Adjudication of the obligation to pay the rental and be
given 30 days to make the payment even though the rental
due date may have already passed or be a date other than
the lease anniversary date (see Huskv Oil Companv of
Delaware, Depco. Inc., 5 IBLA 7 (1972), and American
Resources Manaaement Corp., 36 IBLA 157 (1978».

NOTIFY LESSEE
OF LEASE
ACCOUNT
REVERSION
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NONUNITIZED

LEASE REMAINS

IN MINIMUM

ROYALTY STATUS

AFTER PRODUCTION

CEASES

When a nonunitized or noncommunitized lease converts to a
min~um royalty paying status, it will not revert to a
rental status even though production ceases and there is
no longer a well capable of paying production on the lease
lands. Thus, even though the term of the lease may have
reverted to a fixed number of years, it is still subject
to minimum royalty (Bee Elliott. Inc., 71 I.D. 361 (1964)

However, there are several exceptions or instances where
minimum royalty lands revert to rental, as follows:

PARTIAL

ASSIGNMENT OF

NONPRODUCTIVE
LANDS REVERTS TO

RENTAL STATUS

1. When nonproductive lands are segregated from
a producing lease into a separate lease by reason of a

partial assignment, the lease without the productive well
reverts to a rental status on the lease anniversary date

that occurs on or after the effective date of the

assignment, and the lease account will be transferred from
a producing (nonterminable) status to a nonproducing

(terminable) status in the MMS automated system. That
portion of the parent lease containing the well remains on

minimum royalty.

2. If a renewal lease is in a minimum royalty
status and is not held by the terms of a unit agreement,
and actual production ceases prior to the end of its term,
the lease reverts to a rental status in the KMS automated
system when it is renewed for its final 20-year term in
accordance with the Act of November 15, 1990.

RENEWAL LEASE

IN MINIMUM

ROYALTY STATUS

AT END OF TERM

REVERTS TO

RENTAL STATUS

CESSATION OF
PRODUCTION
ON LEASEHOLD

3. If a le,ase subject to minimum royalty is in
its original or fixed term and production ceases, and if
the depleted well is on the leasehold, the lease remains
in a minimum royalty status in the MMS automated system
through the remainder of such term. However, if the
depleted well is off the leasehold, the lease will revert
to a rental status on the next lease anniversary date and
the account will be transferred from a producing
(nonterminable) status to a nonproducing (terminable)
status in the MMS automated system.

CESSATION OF
PRODUCTION
OFF LEASEHOLD

COMMUNITIZATION
AGREEMENT
TERMINATION -

LEASE WITHOUT
WELL REVERTS
TO RENTAL STATUS

For example, all leases in their original or fixed term

committed to a CA receive a 2-year extension when the

CA terminates upon cessation of production. The lease with

the well would continue under minimum royalty during this

2-year period, while the lease without the well that merely

participated in communitized production ~.everts to a rental

(terminable) status on the next lease anniversary date

following termination of the CA.
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4. When a lease in minimum royalty status is in
its extended term by production, and production ceases but
the lease is extended by any other provisions of the law
and regulations, the lease reverts to a rental status on
the next lease anniversary date.

LEASE IN EXTENDED

TERM IN MINIMUM

ROYALTY STATUS

AND PRODUCTION

CEASES REVERTS TO

RENTAL STATUS
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c. Unitized Leases

UNIT

SEGREGATION -

LEASE WITHOUT

WELL REVERTS

TO RENTAL STATUS

When a producing lease is segregated into two leases upon

partial commitment to a unit, the lease containing a
productive well remain. on minimum royalty. The lease
without the produ~tive well reverts to a rental status and
the lease account is transferred from a nonterminable to a
terminable status in the MMS automated system (see T. Jack
Foster, 75 I.D. 81 (1968».

When nonproductive acreage in a lease is automatically
eliminated from a unit, no lease segregation occurs but the
lease acreage inside and outside the unit area changes.
When a unitized lease that has never had a producing well
is removed from a participating area, the lease is no

longer subject to the minimum royalty obligation and
reverts to a rental status on the next anniversary date
on or after its elimination from the participating area.

LEASE ELIMINATED

FROM UNIT REVERTS

TO RENTAL STATUS

IF NO PRODUCIBLE

WELL ON LEASE

ACREAGE

UNIT CONTRACTION

OR EXPANSION

REVISES ACREAGE

IN LEASES SUBJECT

TO MINIMUM

ROYALTY/RENTAL
STATUS

A contraction or revision/expansion of the unit area
decreases or increases the participatin9 area acreage
that is subject to the minimum royalty obligation and,
therefore, also changes the nonparticipating acreage that
is subject to rental obligations. When a lease is
eliminated from the participating acreage due to a unit
contraction, the lease reverts to a rental status on the
next anniversary date on or after the effective date of
the unit contraction if the lease does not and never did
contain a well capable of producing in paying quantities.

UNIT

TERMINATION -

LEASE WITHOUT

WELL REVERTS

TO RENTAL STATUS

When a unit agreement terminates and a unit lease was
partly inside and partly outside the participating area and
contains a producing well (or a well that was once capable
of production in paying quantities), the entire lease
remains on minimum royalty. If the lease does not and
never did contain a producing well, the entire lease
reverts to a rental status and the account is transferred
from a nonterminable status to a terminable status in the
MMS automated system (see Murphv Corporation, 71 I.D. 233

(1964».

For leases entirely eliminated from a unit by contraction,

the leases that contain a producing well (or a well that

was once capable of production in paying quantities)

remain in a minimum royalty status. However, the leases

that do not and never did contain a producing well revert

to a rental status and the accounts are transferred from a

nonterminable status to a terminable status in the MMS

automated system.

UNIT
CONTRACTION -

LEASE WITHOUT
WELL REVERTS
TO RENTAL
STATUS
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KeyWords

ROYALTY/RENTAL
DEFICIENCIES
IN MMS -

BLM NOTIFIED

During the time a lease account is maintained by the MMS,
when there is an arrearage or deficiency in minimum
royalty/rental payments, and the lease account reverts to a
rental stat~us, the deficiency or arrearage will be
annotated j.n the lease account in the MMS automated
system. The individual BLM State Offices can identify such
leases with deficiencies or arrearages in the MMS BIS
automated Ilystem.

ACCOUNTING

ADVICE -SHOW

EXACT RENTAL

DUE DATE AND

FULL ANNUAL

RENTAL RATE

For leases reverting to a rental status from a royalty or
minimum ro~'alty status, the SO Lease Adjudication is to
indicate the exact rental due date in the decision issued,
particularJ.y for those leases where the lessee is allowed
30 days to pay the rental (see Huskv Oil Companv of
Delaware. Depco. Inc.. 5 IBLA 7 (1972». If the rental is
not paid wj.thin the time allowed, the lease is then subject
to the automatic termination provisions of the MLA.
Transmit a copy of the decision to the MMS-DMD. (See
Handbook 3J.05-1 for additional guidance.) Even though the
lease may be subject to a Secretarial rental rate reduction
(see Section II.A, above), the decision shall show the
proper, hi~rher rental rate that is contained in the lease
terms or aEI provided under 43 CFR 3103.2-2(b), with further
explanation of the reduced rate that is caused by the
Secretarial rental reduction and the specific time frame
during whic:h the rental rate reduction is applicable.

Rentals QUE! on leases reverting to rental status following
eliminatior:~ from units or CA's fall into two categories:

RENTAL DUE TO

MMS WHILE

LEASE UNITIZED

J. .Rental that was due to the MMS while the
lease was \jmitized (and thus not subject to automatic
terminatioIJI). The amount due is a debt owed to the United
States for which interest and penalties accrue. Initiation
of cancella.tion proceedings by the BLK is required to
cancel the lease if the amount due, which includes any
interest aI1.d penalties charges, is not paid to the MMS.

.
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KeyWords

When a lease was in ~riit with the account in a producing
(nonterminable) stat, in the MMS automated system and the
rental due was not pa~d, it is a violation of the lease
terms that could result in lease cancellation under 43 CFR
3108.3 (not under 43 CFR 3108.2). Since the lease does not
contain a well capable of production in paying quantities
and is eliminated from a unit containing a well so capable,
the lease may be canceled administratively by the BLM
(lease does not terminate automatically). The lessee must
be notified of the amount due and allowed 30 days from
receipt of the BLM notice to tender the payment (43 CFR
3108.3(a). This action will be taken by the BLM only
after the MMS has exhausted all means in collecting the
arrearage/deficiency. In accordance with the Bureau of
Indian Affairs/BLM/MMS Memorandum of Understanding (MOU),
Section IX.E. , th,e MMS is to provide the BLM with all the
pertinent supporting material in order to commence the
cancellation proc,eedings .

2. Rental that is due to the MMS on the first
anniversary date ,after unit contraction that, if not paid
after receipt of 'the BLM notice of the lease status change ,
will result in au'tomatic termination of the lease under
30 u.s.c. 188(b). No interests or penalties accrue; the
consequence of no:[lpayment is the automatic termination of
the lease.

RENTAL DUE

AFTER UNIT

CONTRACTION

NOTIFICATION
OF CHANGE IN
LEASE STATUS
REQUIRED TO
BE GIVEN LESSEE

In the second catjegory, if rental is not paid timely, the
lease does not au't.omatically terminate if the lessee was
not notified by tJbe BLM of the change in status of the
lease account (in,:l\Ojing any increased rental rate) prior
to the rental due d~ "s. The IBLA held in Huskv Oil
Companv of Delawa:r"e. Depco. Inc.. S IBLA 7 (1972), that
Congress intended that the automatic termination provision
of 30 U.S.C. 188 i!.pply to the regular, annual rental
payment, the necelasity for which a lessee had continuous
notice, and that 1~his automatic termination provision was
not intended to a];>ply to a case where a lessee had no way
of knowing that the obligation had accrued. Thus, if the
lessee is not not;Lfied of the elimination of the lease from
the unit/CA prior to the first anniversary date after the
effective date of elimination, the lease does not
terminate.

Rel. 3-306
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Kevworde
bJ.!J:omated NotationD.

AUTOMATED

NOTATION -

LEASES

REMAINING ON

MINIMUM ROYALTY

The MMS-DMD does not generate an expiration list for
nonproducin~l leases that remain in the minimum royalty
statu8 for 1;he remainder of their term. It is, therefore,
imperative 1;hat the ALHRS Entry be made for such leases as
follows: ~~ DE 1775/2910 Action Code 763-EXPIRES,
usin9 the dcLte of expiration.

AUTOMATED

NOTATION -

LEASES

REVERTING TO

RENTAL STATUS

When a leaSE! account is transferred in the MMS from a

producing (nonterminable) status to a nonproducing

(terminable} status, make the following ALMRS Entry:
DE 1775/2910 Action Code OS8-NOTICE SENT-NONPROD STAT,

using the dcLte that a notice is sent that the lease account
i. changed j:rom a nonterminable to a terminable status .

See Appendu: 3 for a listing of the ALMRS action codes

applicable t;o this the actions addressed in this Handbook

3103-1.

Reverse Side Intentionally Blank

ReI. 3-306

5/12/95

BLM MANUAL

Supersedes Rel. 3-123



49

B-3~03-~ -FEES, RENTALS, AND ROYALTY

KeyWords
VI. LeaSeE! Affected bv KGS/FPGP Determinations

A. Q5!neral

LEASES AFFECTED

BY KGS/FPGP

DETERMINATIONS

JO-DAY NOTICE
OF KGS/FPGP
RENT INCREASE

Prior to th,e Reform Act of December 22, 1987, leasing and
rental rates were based on determinations of whether lands
were within a KGS outside of Alaska or FPGP within Alaska.
Lands were required to be offered for competitive leasing
if they were within a KGS or FPGP. If a lease issued
noncompetitively for non-KGS lands, but at a later date any
portion of the lands in the lease was determined to be
included in a KGS, the rental rate for the noncompetitive
lease wa. increased to the competitive rate on the next
anniversary date following a 30-day notice to the lessee of
the increased rental rate. The rental rate was increased
for the ent:i.re lease even though only a portion of the
lease may have been determined to be within the KGS.

KGS/FPGP RENT
INCREASE APPLIES
TO ENTIRE LEASE
ACREAGE

KGS/FPGP RENT
INCREASES FOR
CLASS 11-
REINSTATED
NONCOMPETITIVE
LEASES

Prior to the changes resulting from the Reform Act, for
noncompetitive leases that had been reinstated under the
Class II reinstatement provisions at the increased rental
rate of $5 I)er acre, the rental rate was increased an
additional ~;2 per acre (totalling $7 per acre or fraction
thereof) if the lease included any lands determined to be
within a KGS prior to the reinstatement. If any of the
lands within, a noncompetitive lease that had been
reinstated were later determined to be in a KGS or FPGP,
the annual rental was increased an additional $2 per acre
or fraction thereof beginning with the first lease year
following a 30-day notice to the lessee of the increased
rental rate due to the KGS or FPGP determination.
Following a revision or declassification of a KGS or FPGP,
resulting in a lease no longer containing any such lands,
the rental is to be reduced to the non-KGS/FPGP rate. The
partial assignment of a portion of the lease, with such
new lease containing no KGS/FPGP lands, also results in
the rental b,eing reduced to the non-KGS/FPGP rental rate.

Rel. 3-306
5/12/95
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Noncompetitive lease offers filed prior to the Reform Act 

of December 22, 1987, that are pending processing toward 

lease issuance must be reviewed to determine if any of the lands 

are within a KGS/FPGP. These offers must be rejected a■ to any 

land■ in the offer determined to be within a ltGS, t:tven though the 

lease■ are issued after enactment of the Reform Act. Effective 

June 17, 1988, the leasing regulation■ at 43 CFR 3103.2-2(b)(2) 

provide that the rental rate oJ� any lease determined after 

December 22, 1987, to be within a KGS or FPGP shall not be 

increased due to auch determination. Furthermore, if the lessee 

was not notified of a rental increase to $2 per acre before 

December 22, 1987, for a KGS determination that occurred prior to 

that date, the rental rate ahall not be increased as a result of 

the KGS/FPGP determination. Notification shall be considered 

the date of the decision or notice issued by the SLM, not the date 

of receipt of such notice by the lessee. The rental rate for 

leases issued on or before December 2�:, 1987, and including 

KGS/FPGP lands shall be as atatedl in the lease terms, except for 

those leases not subject. to the rental increase as discussed 

directly above. 

BLM MANUAL 
Supersedes Rel. 3-123 
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ltGS/FPGP REVIEW 

FOR GRANDFATHERED 

NONCOMPETITIVE 

LEASE OFFERS 

LEASES EXEMPT 

FROM RENTAL 

INCREASE FOR 

ltGS/FPGP 

DETERMINATION 

MADE AFTER THE 

REFORM ACT 
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Kevwords
VII. ~:tion of Rental and Royalty

A. Q5!neral

Determinations for waiver, suspension, or reduction of
rental, ro}'.alty, or minimum royalty are made by the BLM
Field Office fluid mineral operations personnel (State
Office or, if delegated, District or Area Office). Such a

waiver, suspension, or reduction is authorized by the MLA
(30 U.S.C. 209) for the purpose of encouraging the greatest
ultimate recovery of the mineral resource when it is in the
interest of conservation of natural resources and deemed
necessary to do so in order to promote development or a
lease cannot be successfully operated under its lease
terms. Lease royalty may be reduced, but unlike rental or
minimum royalty, cannot be waived or suspended.

RENTAL OR

ROYALTY

REDUCTION

For leases '~here the minimum royalty exceeds production
royalty, th,e minimum royalty may be reduced by the BLM
authorized I:lfficer (Field Office Fluid Mineral Operations)
to a lower :~ate, i.e., from $1.50 or $2 per acre to $1 per
acre, or to 50 cents or 25 cents per acre at the same time
that a redu,=tion of royalty is granted.

The right ita reserved by the BLM authorized officer to
terminate the reduction of royalty, readjust the amount of
reduction, or to restore the royalty rate to that required
by the leas,~ terms and/or regulations at any time for the
entire leas,~ or for any portion thereof segregated for
royalty- purl~oses .

ROYALTY REDUCTION

ON RENEWAL LEASE

NOT CARRIED OVER

ON NEW RENEWAL

LEASE

For a renewcll lease, any reduced royalty rate does not
carry over 1;0 the new renewal lease upon its issuance. The
lease must be renewed at the current rates required by the

leasing re~llations, and a new application for a royalty or
rental reduc:tion must be filed by the lessee for a
determination by the BLM authorized officer of eligibility
for such a I~eduction.

Rel.3-306
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Kevwords

ROYALTY REDUCTION

ON CLASS II-

REINSTATED

LEASE

A Class II-reinstated lease may be granted a royalty
reduction on the IBntire lease or a portion thereof that
has been segregat,Bd for royalty purposes. The royalty
reduction may be I;ranted if the BLM authorized officer
determines that t:~ere are either economic factors or other
circumstances tha'c could cause undue economic hardship or
premature terminajcion of production due to the required
higher royalty thi~t i. required by the Class II
reinstatement crijceria. Other factor. also may be weighed
in granting a royiB.lty reduction for such a lease, including
a determination b:r' the authorized officer that it i8
equitable to do 80. (See 43 CFR 3l08.2-3(f), Gulf Oil
Corp., 83 IBLA 28!~ (1984), and Alta Enerav Corp., 100 IBLA
313 (1987».

RENTAL REDUCTION

ON CLASS II-

REINSTATED
LEASE

A Class II-reinstj~ted lease also may be granted a rental
reduction if the .~uthorized officer determines that there
are either econom;lc factors or other circwnstances that
would justify such a reduction, to promote development and
be in the interes1; of conservation of natural resources.

ROYALTY REDUCTION

ON STRIPPER

OIL WELLS

Determinations fo1~ reduction of royalty for stripper oil
wells are made by the MMS. The provisions for a royalty
reduction for strj.pper oil wells went into effect on
October 1, 1992. The policy was implemented to prevent
premature abandONJent of marginally economic and shut-in
oil wells and to DJaximize the ultimate recovery of such
wells. The Secret:ary will evaluate the effectiveness of
the stripper well royalty reduction program and may at any
time after Septeml:)er 10, 1997, terminate any or all royalty
reduction. grantecl under these provisions upon 6 months
notice.

To qualify for a EJtripper oil well royalty reduction, the
operator is required to calculate the reduced royalty rate
in accordance with the criteria in 43 CFR 3l03.4-l(c) and
(d) and notify the! KMS. The KMS will verify that the
reduced rate (qual.ifying rate) submitted by the operator is
correct and will notify all interested parties of the
qualifyin9 reducecl rate. The qualifying reduced rate will
prevail for the d\;lration of the stripper royalty rate
pro9ram unless a lower rate is recalculated by the operator
for subsequent cla.im years and notifies KMS within 60 days
of end of that cla.im year .
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B. b.!=tion on ADDlication for Reduction of Rental or Rovalty

The follow;Lng procQdures are applicable for requests for a
rental or ]:,oyalty reduction, other than for stripper oil
well prope]:,ties, that are required to be filed in the
proper BLM office. ,

ResponsiblE!
Official SteD Action Kevwords-

SO Fluid

Minerals oJ:'
Field Offic:e

Operations

1. Receive the application and review it
for administrative completeness.
Ensure that all the information
required by 43 CFR 3103.4-1 is
presented. If the application is
incomplete, request the additional
information from the applicant.

ROYALTY/RENTAL
REDUCTION
APPLICATION
REVIEW

ALMRS Entry 2. Enter Action Date (MANDATORY ACTION

CODE): Date request for royalty
reduction filed; DE 1775/2910 Action
Code 624; Action Remarks: Optional.

AUTOMATED
NOTATION

SO Fluid
Minerals or
Field Officle

Operations

3. Determine whether the situation
presented by the lessee/operator
warrants a Federal royalty/rental
reduction consideration in accordance
with the appropriate, established
BLH criteria.

ELIGIBILITY
DETERMINATION

4. If all criteria for a royalty/rental
reduction are not met, notify the
applicant explaining the reason the
lease is not eligible for a reduction
of the royalty/rental. Also, advise
the applicant of the right of appeal
under 43 CFR 3165.4.

REDUCTION
DENIED

ALMRS Entry 5. Enter Action Date (MANDATORY ACTION
CODE): Date royalty/rental reduction
denied; DE 1775/2910 Action Code 626;
Action Remarks: Enter reason (optional

AUTOMATED
NOTATION

SO Fluid
Minerals or
Field OfficE!

Operations

6. If all criteria for the royalty/rental
reduction are met, advise the SO Lease
Adjudication of the provisions for the
reduction.

REDUCTION
APPROVED

Rel- 3-306

5,'12/95

B LM MANU AL

Supersedes Ftel. 3-123



54

8-3103-1 -FEES, RENTALS, AND ROYALTY

Responsible
Official Step Action KevwordB-

Adjudication 7. Issue & decision reducing the royalty/
rental rate in accordance with the
recommendation provided by the Fluid
Minerals Staff (see Illustration 12).

DECISION
ISSUED -

REDUCTION
APPROVED

ALMRS Entry 8. Update ALMRS Entry using the current
data standards.

AUTOMATED
NOTATION

8&. Enter Action Date (MANDATORY

ACTION CODE): Date royalty

reduction approved; DE 1775/2910

Action Code 625; Action Remarks:

Effective date.

ab. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
appropriate new royalty rate for
entire lease, e.g., DE 1775 Action
Code 107/DE 2910 Action Code 535
(RLTY RATE -5\), ~ DE 1775
Action Code 10B/DE 2910 Action
Code 536 (RLTY RATE -OTHER);
Action Remarks: Enter new royalty
rate (when DE 1775 Action Code
10B/DE 2910 Action code 536 is
entered), followed by a tie / /
for old royalty rate to be entered
in General Remarks; General
Remarks: Enter old royalty rate
and its effective dates, i.e.,
FROM MM/DD/YY TO MM/DD/YY.

~: Remove old royalty rate code
when reduction applies to entire
lease.

SO Fluid
Minerals or
Field Office

Operations

9. Upon a determination that the royalty
reduction is no longer necessary to
promote development or to allow the
successful operation of the lease,
notify SO Lease Adjudication.

TERMINATION
OF ROYALTY
REDUCTION

Adjudication 10. Issue decision rescinding royalty rate
reduction (see Illustration 13).

DECISION ISSUED -

REDUCTION ENDED

Rel. 3-306
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Responsible,
Official Step Action Keywords

ALMRS Entry 11. Update ALMRS Entry using the current
data standards.

AUTOMATED
NOTATION

lla. Enter Action Date (MANDATORY

ACTION CODE): Effective date

royalty rate reduction lifted;
DE 1775 Action Code 631/DE 2910

Action Code 630; Action Remarks:

add a tie / / to appropriate DE

1775/2910 Action Code 625.

llb. Enter Action Date: (MANDATORY
ACTION CODE): Effective date of
appropriate new royalty rate for
entire lease, e.g., DE 1775
Action Code 104/DE 2910 Action
Code 532, ~ DE 1775 Action Code
102/DE 2910 Action Code 530;
Action Remarks: Enter a tie / /
to General Remarks; General
Remarks: Enter previous royalty
rate and its effective dates,
i.e., FROM MM/DD/YY TO MM/DD/YY.
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c. Action c'n Noti~i.cation of Reduction of RoyaltY -Stripper Oil Wells

Responsible
Official Step Action Kevworde

Mineral.

Management
Service

1. ROYALTY REDUCTION

NOTIFICATION
FROM WELL

OPERATOR

Receive notification from operator of
calculation of reduced royalty rate.
Ensure all information required by
43 CFR 3103.4-1(c) and (d) is present.

2. Verify that the reduced royalty rate
8ubmitted by the operator warrants a
Federal royalty reduction consideration
in accordance with the established
criteria.

STRIPPER OIL WELL
ROYALTY REDUCTION
ELIGIBILITY
DETERMINATION

3. If all criteria for a stripper oil well
property royalty rate reduction are not
met, notify the operator of the reason
the oil well property is not eligible
for reduction of royalty. Also, advise
the operator of the right of appeal
under 43 CFR 3165.4.

STRIPPER OIL WELL
ROYALTY REDUCTION
DENIED

4. If all criteria for the stripper well
royalty reduction are met, notify the
operator, the BLM Field Office fluid
mineral operations staff, and the SO
Lease Adjudication of the provisions
for the royalty rate reduction.

STRIPPER OIL WELL
ROYALTY REDUCTION
APPROVED

ALMRS Entry 5. Update ALMRS Entry using the current
data standards.

AUTOMATED
NOTATION

Sa. Enter Action Date ( MANDATORY

ACTION CODE): Date of the MMS

memorandum approving the royalty

rate reduction; DE 1775/2910

Action Code 625; Action Remarks:

Enter a tie I I to DE 1775 Action

Code 630/DE 2910 Action Code 621,

as also entered (see next step).
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Responsible
Official Stet) Action Kevwords -

Sb. Enter Action Date ( MANDATORY
ACTION CODE)z Effective date
of stripper oil well royalty
reduction; DE 1775 Action Code
630/DE 2910 Action Code 621;
Action Remarksz Enter new royalty
rate for stripper oil well
property, and a tie I I to DE
1775/2910 Action Code 625 (see
step above) and to General Remarks;
General Remarks: Operator name,
well number, AIRS IID

rate, etc., (optional).

~: If the oil well property reduced

royalty rate pertains to unit or
CA wells, show the serial number

of the agreement with the

tie / / in General Remarks. If

there are lease, unit and/or CA

oil wells located on a leasehold,

more than one stripper well

royalty rate reduction may be
indicated for a lease.

Minerals

Managem$nt
Service

6. Upon a determination that the stripper
oil well royalty reduction is no longer
necessary to promote development or to
allow the successful operation of the
lease, issue a decision to the operator
rescinding the royalty rate reduction,
and notify the BLM Field Office fluid
mineral operations and the So Lease
Adjudication with a copy of the
decision.

TERMINATION
OF ROYALTY
REDUCTION

Rel. 3-306
~ '..'J'.'~

BLM MANUAL

E.\1~~e.Gd.Qe. P.Ql.. s-l.~s



58

8-3103-1 -FEES, RENTALS, AND ROYALTY

Responsible
Official StE!P Action Kevwords

ALMRS Entry 7. Update ALMRS Entry using the current
data standards.

AUTOMATED
NOTATION

7a. Enter Action Date (MANDATORY
ACTION CODE): Effective date that
stripper oil well property royalty
rate reduction was lifted; DE 1775
Action Code 631/DE 2910 Action
Code 630; Action Remarks: Enter a
tie / / to the applicable DE
1775/2910 Action Code 625, and to
the applicable DE 1775 Action Code
630/DE 2910 Action Code 621;
General Remarks: Optional.

7b. Enter Action Date (MANDATORY
ACTION CODE)z Effective date of
appropriate new royalty rate for
Btripper oil well property, e.g.,
DE 1775 Action Code 104/DE 2910
Action Code 532, ~ DE 1775 Action
Code 102/DE 2910 Action Code 530;
Action Remarksz Enter a tie / /
to General Remarks; General
Remarksz Enter previous royalty
rate and its effective dates,
i.e., FROM MM/DD/YY TO MM/DD/YY.

B LM MANU AL
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)
KeyWords

VIII. §.lli!peneion of QPeratione and/or Production

A. ~:eneral

Under 43 CFR 3103.4-2, a suspension of all operations and
productioIJ, on a lease may be granted only when the
authorized officer consents to the suspension in the
interest of conservation of natural resources. The
authorized officer is responsible for promptly notifying
the SO Lease Adjudication for appropriate lease case file
processing. Circumstances that normally warrant lease
suspensions are addressed in Manual Section 3160-10,
Suspension of Operations and/or Production.

SUSPENSION
OF OPERATIONS

AND/OR
PRODUCTION

The Department of the Interior Solicitor's Opinion K-36953,
dated May 31, 1985 (92 I.D. 293), clarifies the policy and
procedure for the suspension of oil and gas leases, and
provides the following interpretation of the lease
suspension provisions contained in Sections 39 and 17(i)
(Section l'7(f) prior to the amendments of the Reform Act)
of the Miru~ral Leasing Act, as amended (30 U.S.C. 209 and

226(i) , rel3pectively) .

SOLICITOR'S
OPINION ON
LEASE SUSPENSIONS

SUSPENSION OF
OPERATIONS AND
PRODUCTION -

SECTION 39

A suspension of operations and production under Section 39
of the MLA must suspend both operations and production to
the extent that the lessee is denied all beneficial use of
the lease. Such a suspension stops the running of the
lease term and suspends the payment of rental, royalty, or
minimum royalty.

SUSPENSION OF

OPERATIONS AND

PRODUCTION FOR
LEASES AFFECTED

BY LEASING DELAYS

A suspensicln of operations and production under Section 39
is allowed for leases soon to expire that are in areas
where the adjacent Federal tracts needed to conduct logical
exploration and development are not yet available for lease
due to delays in completing the land use planning and
associated comprehensive environmental analysis. This BLM
policy allows such a lease suspension when the efficient
exploration and development of the lease or leases cannot
occur due to their proximity, or commingling, with the
Federal lands needed to complete lease blocks on a geologic
play. The lessee requesting a lease suspension must submit
a proposal for the designation of a logical area subject to
exploration and development that includes all acreage
(leased or otherwise) needed to properly drill and explore
the target ]?lay. The lessee has the burden of proving that,
in order to obtain the greatest ultimate recovery of the
oil or gas, it is not logical to proceed with exploration
activities on the existing leases without the neighboring
unleased Federal tracts. The proposal must contain
supporting geologic information, including the results of
any geophysJ.cal surveys, and other pertinent information.
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Keywords

SUSPENSION OF
OPERATIONS OR
SUSPENSION OF
PRODUCTION -

SECTION 17(i.)

A suspension of operations or a suspension of production
under Section 17 ( j. ) of the MLA may be approved or directed
by the authorized officer where the lessee, despite the
exercise of due ciLre and diligence, is prevented from
producing or operaLtinq by reason of force maieure, i.e.,
by matters beyond the reasonable control of the lessee.
This includes eVeI1Lt8 8uch as acts of God and an
unforeseeable administrative delay that would not qualify
the lease for a Selction 39 suspension of operations and
production in the "interest of conservation." A suspension
of operations or I. 8uspension of production also stops the
running of the lea.se term. However, an important
distinction betwee,n a Section 39 suspension and a Section
17(i) suspension is that a Section 17(i) suspension of
operations or susp,ension of production does not suspend the
payment of rental, royalty, or minimum royalty.

SUSPENSION OF
LEASE NOT
ALLOWED UNTIL
END OF JO-DAY
APD POSTING
PERIOD UNDER
REFORM ACT

The Reform Act requires that an Application for Permit to
Drill (APD) cannot be approved until after a 30-day posting
period. The policy in Manual Section 3160-10 provides that
lease suspensions shall be given only in the interest of
conservation of natural resources or in a force maieure
situation, and when the lessee has diligently pursued
lease development and has timely filed an application for

suspension. Therefore, a lease is not eligible for a
suspension of operations and/or production until the end of
the 30-day posting period of the APD as required by the
Reform Act.

The authorized officer may deny a request fo~ a suspension
of operations and production where an APD was filed less
than 30 days prior to the lease expiration date, but the
APD was processed expeditiously and approved prior to the
lease expiration date, and thus, there is no basis to
conclude that a suspension was necessary in the interest
of conservation (~evDak oil and Exploration, Inc., 104 IBLA
133 (1988».

LEASE SUSPENSION

WHEN UNIT

DECLARED INVALID

If a suspension of operations and/or production is granted
for a lease in a unit and the unit is subsequently declared
invalid, the suspension of the lease is valid only for the
period prior to the unit being declared invalid even if the
application for suspension is executed only by the unit
operator and not by the lessee. When the unit is declared
invalid, the lessee must be notified that the suspension
will be ended as of the date the unit is declared invalid,
unless the lessee provides justification for continuation
of the suspension. The lessee is to be given a reasonable
period of time to submit such a justification.

Rel. 3-306
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KeYWords

SUSPENSION

PROVISION

NOT APPLICABLE

WHEN APD NOT

APPROVED DUE

TO WILDERNESS

IMPAIRMENT

RESTRICTION

When an oil and gas lease located within a wilderness
studyarea (WSA) was issued after enactment of the Federal
Land Policy and Management Act of 1976 (but prior to the

statutory prohibition for leasing such WSA lands), and is
subject to the wilderness protection stipulation that

prohibits ~mpairment of wilderness suitability, when the
lessee is dlenied approval of an APD for failure to meet
the nonimpairment standard, the denial is not a restriction
tantamount 'CO a suspension of operations and production
under 30 U.:S.C. 209 (Beartooth Oil and Gas Co., 94 IBLA 115

(1986».

The existeru:e of litigation involving whether a lease was
issued in v:lolation of the National Environmental Policy
Act (NEPA) iind Section 7 of the Threatened and Endangered
Species Act does not amount to the denial of beneficial use
of the leasEa, absent an injunction against activity under
the lease. In such a case, the authorized officer properly
may deny a ]:,equest for a lease suspension (Paul C.Kohlman,
111 IBLA 10~' (1989). However, a suspension of operations
and productj.on may be granted by the authorized officer for
the time neElded to comply with NEPA (Stephen G.Moore, 111
IBLA 326 ( 15189) ) .

When an appe!al is filed on a decision denying a request for
a suspension of operations and production, only the effect
of the BLM',I decision is suspended under 43 CFR 4.21(a),
but the leaEle is not suspended. Although the regulation
43 CFR 4.21(a) provides that the timely filing of a notice
of appeal will suspend the effect of the decision under
appeal (if 8. stay is timely requested and granted), this
provision dcles not require the agency to take positive
action for t,he benefit of an appellant. Thus, the pendency
of such an a,ppeal does not preclude the BLM from issuing a
notice that the lease will expire if the lessee fails to
place a well in producing status within 60 days, because
the notice \oi'ill be mooted if the appeal is successful
(Prima ExDloration. Inc., 96 IBLA 80 (1987».

APPEAL MADE ON

DENIAL OF REQUEST

FOR LEASE

SUSPENSION DOES

NOT PREVENT LEASE

EXPIRATION

A suspension of operations and/or production may be granted
by the authorized officer after the lease expiration date,
however, the application for such a suspension must be
filed prior to the lease expiration date. Failure to
timely file the request for lease suspension results in
there being no lease in existence that may be suspended
(Mobil Producinq Texas and New Mexico. Inc., 99 IBLA 5

(1987).

Rel.3-306
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B. Suspension of OPerations and Production lSection 39) -

Suspension of Lease Term and Rental

Responsible
Official Step Action Keywords

SO Fluid
Mineral. or
Field Office

Operation.

1. Provide the SO Lease Adjudication a
copy of the letter Bent to the
1.88e. that a 8uspension of all
operations and production has been
granted (see Illu8tration 14).

NOTIFICATION
OF SUSPENSION
GRANTED

Adjudication 2. NOTIFY LESSEE
OF SUSPENSION

Prepare a decision to officially inform
all record titleholder(s) that the
lease term is suspended on the BLM
records and no rental will be due until
the lease suspension has been lifted
(see Illustration 15).

!iQn: This official decision to the
lessee is required even though
the Field Office fluid mineral
operations staff may already
have sent a letter of notifica-
tion granting the suspension.

ALMRS Entry 3. AUTOMATED
NOTATION

Update ALMRS Entry using the current
data standards.

3&. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
8uspension of operations and
production with no payment
required; DE 1775 Action Code
315/DE 2910 Action Code 676;
Action Remarks: Reason for

suspension.

3b. Remove DE 1775/2910 Action Code
763. When a lease goes into
suspension, the lease expiration
date is to be removed.

Prepare accounting advice to notify the
MMS-DMD of the lease 8uspension and
clearly indicate that DO rental is due
during the period of the suspension
(see Illustration 16). Transmit the
accounting advice to the MMS-DMD within
S working days of completing the
action.

Adjudication 4. MMS NOTIFIED
OF LEASE
SUSPENSION

Rel. 3-306
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c. .§..\!.spension of OPerations and Production (Section 39\ -

liftina of Lease Suspension and Adiustment of Lease Term

And Rental

Responsible
Official Step Action Kevwords

SO Fluid
Minerals or
Field Offic,e

Operations

1. NOTIFICATION
OF LIFTING
OF SUSPENSION

Notify the SO Lease Adjudication that
the suspension of operations and
production on the lease has been ended
or lifted (see Illustration 17).

Adjudication 2. LESSEE
NOTIFICATION
OF LIFTING OF
SUSPENSION
OF OPERATIONS
AND PRODUCTION

Prepare a decision officially notifying
all lessees of record that the lease
suspension has been lifted (see Illus-
tration 18). Indicate the revised
lease expiration date and, as
appropriate, reconciliation of the
rental amount due, prorating as
necessary (see Illustration 19) to
take the rental due up to the next
regular lease anniversary date, since
the lease anniversary date never
changes (see c.w. Trainer, 69 I.D. 81

(1962».

3. SUSPENSION
LIFTED -

CRED IT RENTAL
FOR REMAINDER
OF LEASE YEAR

For the lease year in which the
suspension was granted, credit the
rental paid to the balance of the
months that remain in that same lease
year, after the suspension is lifted,
since the rental has already been paid
for that full lease year period.

4. RENTAL CRED IT

DURING FIRST
5 YEARS FOR

LEASES WITH

ESCALATING

RENTAL TERMS

For those leases requiring an
escalating rental beginning with the
6th lease year, when a lease is
suspended any time during its first
5 years, this 5-year time period does
not include those calendar months that
elapsed during the period of the lease
suspension, i.e., the rental rate
remains at $1.50 per acre for the first
full 60 months of the lease term, even
though this may occur over more than
5 years of actual elapsed calendar
time.

Rel.3-306
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Responsible
Official Ste!D Action Keywords

s. RENTAL CREDIT
NOT TO BE

REFUNDED

Rental amounts for the suspended
portion of any lease year are NOT to be
refunded, but are to be retained by the
MMS to be applied for the months that
remain in that lease year during which
the suspension was granted.

EXAMPLE : Lease issued 3-1-89, for a
10-year primary term, to
expire 2-28-99. Rental was
timely paid for the 5th lease
year of 3-1-93 to 2-28-94.
A suspension of operations
and production was granted
effective 6-1-93. The
suspension was lifted
effective 10-1-94. The
revised expiration date of the
lease is now 6-30-2000, i.e.,
the expiration date of the
lease is extended an
additional 16 months to make
up for the time the lease was
in 8uspension. The rental
paid for the 1993-94 (5th
lease year) covers the
remaining period of 10-1-94
to 6-30-95 at the $1.50 per
acre rental rate, and the
escalating rental for the
8-month period of 7-1-85
through 2-28-96 (to bring the
regular rental due date back
to the lease anniversary date)
is prorated at the $2 per acre
rental rate.

Re1. 3-306
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Responsible
Official Step Action Kevwords

EXAMPLE : Lease issued 7-1-90, for a
5-year primary term, to expire
6-30-95. Rental was timely
paid for the 4th lease year
of 7-1-93 to 6-30-94. A
suspension of operations and
production was granted
effective 4-1-94. The
suspension was ended effective
9-1-94. The revised expiration
date of the lease is 11-30-95,
i.e., the expiration date of
the lease is extended an
additional 5 months to make up
that portion of the primary
term while the lease was in
suspension. The rental paid
for the 1993-94 lease year
covers the remaining 3-month
period of the 4th lease year
from 9-1-94 to 11-30-94.
The prorated rental for the
7 months from 12-1-94 through
6-30-95 (to bring the regular
rental due date back to the
lease anniversary date) is to
be requested from the lessee.
A full year's rental is due on
or before 7-1-95 even though
the lease expiration date is
5 months later on 11-30-95.

6.
SUSPENSION
LIFTED -

REQUEST NEXT
FULL YEAR ' S

ANNUAL RENTAL

In the decision notifying the lessee of
the lifting of the suspension, if it is
appropriate, also request the next full
year's rental to be remitted to the MMS
within 30 days. Such a request will
depend on the timing of the lifting of
the suspension in relation to the lease
anniversary date. Also, send a copy of
the decision to the MMS-DMD. On the

accounting advice sent to the MMS-DMD
notifying it of the lifting of the
suspension, enter a statement in the
Remarks Section that the annual rental
of $ for the next lease year was

requested by a decision dated (Date\ to
be paid to the MMS.

ACCOUNTING

ADVICE -

NOTIFY MMS-DMD

OF LIFTING OF

SUSPENSION AND

ANNUAL RENTAL

PAYMENT REQUEST

Rel. 3-306
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Responsible
Official StetJ Action Keywords

7. Provide the lessee notice of the
changed status of the lease, giving 30
days to remit the rental obligation
that has accrued, following the
principles in Huskv Oil Companv of
Delaware. Depco. Inc., 5 IBLA 7 (1972),
That is, the automatic termination
provisions of 30 U.S.C. 188 does not
apply in this case. Further, the
automatic termination of a lease does
not apply where, due to other
contingencies, additional rental may
become due on a date other than the
lease anniversary date (see Solicitor's
Opinion, M-36458, 64 I.D. 333 (1957».

8. SUSPENSION

LIFTED -

REQUEST MMS

TO ISSUE RENTAL

BILLING NOTICE

If, in the above case, the suspension
had been lifted sufficiently in advance
of the July 1 lease anniversary date,
i.e., if suspension was lifted on
1-1-95, the accounting advice to the
MMS-DMD is to request the MMS to issue
the billing notice for the next annual
rental due for the full lease year.
This procedure is to be used when
sufficient time exists, i.e., at least
120 days, between the MMS receipt of
the accounting advice and the next
lease anniversary date to ensure
adequate time for the MMS lease status
to be updated for issuance of the
rental billing notice on the normal
schedule for the lease.

~: The MMS normally issues rental
courtesy notices 75 days prior
to the lease anniversary date.
To expedite processing by the
MMS, the party making rental
payments needs to be advised to
indicate the lease serial number
on the rental remittance.

Re1.3-306
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Responsible
Official SteD Action Keywords

If the suspended lease is eliminated
or contracted from a unit, or receives
an extension due to drilling over the
expiration date, the rental may have
to be prorated for those months
remaining prior to the next regular
anniversary date that are during the
remainder of the 2-year extension

period.

SUSPENSION
LIFTED -

LEASE ALSO
SUBJECT TO
2-YEAR LEASE
EXTENSION

9.

EXAMPLE : Lease issued 1-1-83, for 10
years, to expire 12-31-92.
The lease is in a unit
agreement. The lease was
granted a suspension of
operations and production
effective 12-1-92, that was
lifted on 6-1-94. The unit
also was terminated on 6-1-94.
The revised lease expiration
date is now 6-30-94, i.e., 1
month after lifting of the
suspension. But, due to the
unit termination, the lease is
granted a 2-year extension to
6-1-96. Rental paid for the
1992 lease year covers the
remaining month in the loth
lease year, through 6-30-94.
Rent for the period from
7-1-94 to 12-31-94 is to be
requested in the decision
notifying the lessee of the
lifting of the suspension.
The next rental period is to
be billed by the MMS that
begins 1-1-95 through 12-31-95.

~: If the lease remains in a
rental status for the
remainder of its extended
term, a full year's rental
for the 1-1-96 to 6-1-96
period would be due and
payable to the MMS, even
though this last year is
less than a full year.
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Responsible
Official Step Action Keywords

10. If a lease is suspended shortly before
its expiration date and, after the
suspension was lifted, no drilling
occurred over the expiration date, if
the 6th or llth year rental has been
paid (either before the suspension had
been granted or after the suspension
had been lifted), such rental is to be
authorized for refund. However, if
drilling was occurring over the lease
expiration date, the 6th or llth year's
rental payment is retained and fully

applied.

SUSPENSION
LIFTED -

REFUND 6TH/llTH

YEAR RENTAL

IF LEASE NOT

EXTENDED DUE

TO DRILLING

11. NOTIFY MMS-DMD

OF LIFTING OF

SUSPENSION

Prepare accounting advice to notify
the HMS-DMD of the lifting of the
suspension and provide appropriate
billing notice instructions (see
Illustration 20). Transmit accounting
advice to the MMS-DMD within 5 working
days of completing the action.

ALMRS Entry 12. Update ALMRS Entry usin9 current data
standards.

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date suspension of
operations and production lifted
(using first day of the month in
which the suspension was lifted);
DE 1775 Action Code 316/DE 2910
Action Code 678.

Enter Action Date (MANDATORY
ACTION CODE): Revised date of
lease expiration; DE 1775/2910
Action Code 763.

Rel. 3-306
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Do §]lspension of OPerations Onlv (Section 17(1\\ -

AI~tion on Leases

Responsible
Official Step Action Kevworde

SO Fluid

Minerals 01:-

Field Offic:e

operations

1. NOTIFICATION

OF SUSPENSION

OF OPERATIONS

UNDER SECTION

17(1) OF MLA

Notify the SO Lease Adjudication of the
approval of a suspension of operations
based on a formal application made
under Section 17(i) of the MLA. If
the lease is producing, send a copy of
the letter to the MMS (see Illustration

21).

ALMRS Entry 2. Enter Action Date (MANDATORY ACTION
CODE): Effective date of suspension
of operations only, with payment
required; DE 1775 Action Code 314/DE
2910 Action Code 677; Action Remarks:
Reason for suspension; General Remarks
Indicate suspension of operations only

AUTOMATED
NOTATION

3.Adjudication File a copy of the notification of

lease suspension approval in the case

file.

4. Prepare a decision notifying all

lessees of record that the suspension

of lease operations has been granted.

s. For leases in their extended term by
production, the suspension stops the
running of the lease term and adds the
period of suspension to the term of the
lease. No adjustment of the lease term
is necessary. The lease simply does
not expire or terminate during the
period of the suspension of operations.
However, any royalty or minimum royalty
must continue to be paid.

SUSPENSION OF
OPERATIONS -

LEASES
EXTENDED BY
PRODUCTION

6. For leases not extended by production,
the suspension stops the running of the
lease term, and the lease term is
adjusted upon the lifting of the
suspension. Any payment of rental or
minimum royalty must continue to be
made.

SUSPENSION OF
OPERATIONS -

LEASES NOT

EXTENDED BY

PRODUCTION

Rel. 3-306
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Responsible
Official Step Action Keywords

7 No accounting advice is necessary if
the lease is producing. However, if
the lease is not producing, prepare an
accounting advice to the MMS-DMD to
place the lease in suspended status
(see Illustration 22). Transmit the
accounting advice to the MMS-DMD
within S working days of completing
the action.

SUSPENSION OF
OPERATIONS -

NOTIFY MMS-DMD

Rel. 3-306
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E. ~.s ens ion of erations -Ad'ustment of Lease Term

mien Suspension Lifted

Responsible'
Official Step Action Kevworde

SO Fluid
Minerals or
Field Office

Operations

1. Notify the SO Lease Adjudication when
the 8uspension of operations is
lifted. If the lease is producing,
also send a copy of the approval
notification to the MMS-DMD (see
Illustration 23).

NOTIFICATION
OF LIFTING OF
SUSPENSION OF
OPERATIONS

ALMRS Entry 2. Enter Action Date (MANDATORY ACTION
CODE): Date suspension of operations
was lifted (using first day of the
month in which the suspension was
lifted); DE 1775 Action Code 316/DE
2910 Action Code 678.

AUTOMATED
NOTATION

Adjudication 3. File a copy of the notification of
lifting of the suspension in the case
file.

4. Prepare a notice to all lessees of

record to provide the official

notification that the lease suspension
has been lifted.

s. SUSPENSION OF
OPERATIONS
LIFTED -

NOTIFY LESSEE

If the lease is in its extended term by
production, no further action is
necessary. If the lease is not in its
extended term by production, include
a paragraph in the notice to the lessee
indicating the adjusted lease term (see
Illustration 24).

6. SUSPENSION OF
OPERATIONS
LIFTED -

NOTIFY MMS-DMD

If the lease is not producing, prepare
an accounting advice to the MMS-DMD
indicating the new expiration date (see
Illustration 25). Transmit the
accounting advice to the MMS-DMD
within 5 working days of completing
the action.

Rel. 3-306
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Responsible
Official SteI?; Action Kevwords

7. If a lease with the rental escalation
to a higher rate after the Sth year is
in a rental (terminable) status, and
a suspension of only operations is
granted during the first S years of
the primary term, the remainder of the
S-year lease period continues at the
lower rental rate when the suspension
i. lifted. In such cases, the lower
rental payment is required to continue
during the period of the suspension of
operations, and shall continue through
the revised date that will end the Sth
year of the lease term.

LEASE IN RENTAL

STATUS WHEN

SUSPENSION
GRANTED -

REMAINDER OF

FIRST S-YEAR

LEASE PERIOD

CONTINUES AT

LOWER RENTAL RATE

WHEN SUSPENSION

LIFTED

Rel. 3-306
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F. .§..yj!pension of Production Onlv ISection 17Ii)) -

b.£.:!:ion on Leases

Responsible
Official Step Action Keywords

SO Fluid
Minerals or
Field Office!

Operations

1. Notify the SO Lease Adjudication of the
approval of a suspension of production
based on formal application made under
Section 17(i) of the HLA. Also Bend a
copy of the approval notification to
the MMS-DMD (see Illustration 26).

NOTIFICATION
OF SUSPENSION
OF PRODUCTION
UNDER SECTION
17(!) OF MLA

ALMRS Entry 2. AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION
CODE): Effective date of suspension of
production only, with payment required;
DE 1775 Action Code 3l4/DE 2910 Action
Code 677; Action Remarks: Reason for

suspension; General Remarks: Indicate
suspension of production only.

Adjudication. 3. File a copy of the notification of
lease suspension approval in the case
file.

4. Prepare a decision notifying all
lessees of record that the suspension
of production on the lease has been

granted.

f!Q1'.E.: No accounting advice is needed
since the lease is in producing
(nonterminable) status.

s. SUSPENSION OF
PRODUCTION -

LEASES
EXTENDED BY
PRODUCTION

If the lease is in its extended term by
production, the suspension stops the
running of the lease term. No
adjustment of the lease term is
necessary. The lease simply does not
expire or terminate during the period
of the suspension of production.
However, any royalty or minimum royalty
must continue to be paid.

6. SUSPENSION OF
PRODUCTION -

LEASES NOT IN
EXTENDED TERM
DUE TO
PRODUCTION

If the lease is not in its extended
term due to production, the suspension
stops the running of the lease term and
the lease term is adjusted upon the
lifting of the suspension. Any payment
of rental or minimum royalty must
continue to be made during the

suspension period.

Rel. 3-306
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G. Suspension of Production -Adiustment of Lease Term

When Suspension Lifted

Responsible
Official SteD Action Keywords

SO Fluid
Minerals or
Field Office

Operations

1. Notify the SO Lease Adjudication when
the suspension of production is lifted.
Send a copy of the notification to the
MMS-DMD (see Illustration 27).

NOTIFICATION
OF LIFTING OF
SUSPENSION
OF PRODUCTION

ALMRS Entry 2. Enter Action Date ( MANDATORY ACTION
CODE): Date suspension of production
was lifted (using the first day of the
month in which the suspension was
lifted); DE 1775 Action Code 316/DE
2910 Action Code 678.

AUTOMATED
NOTATION

Adjudication 3. File a copy of the notification of

lifting of the suspension in the case
file.

4. If the lease is in
by production, no

necessary.

s. SUSPENSION OF
PRODUCTION
LIFTED -

NOTIFY LESSEE

If the lease is not in its extended
term by production, prepare a notice to
all lessees of record adjusting the
lease term (see Illustration 28).
Provide a copy of this notification to
the MMS-DMD .
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Keywords
IX. Suspension of Excess Overridina Rovalties or

Pavments Ollt of Production

A. Backar(~

SUSPENSION OF
EXCESS OVERRIDING
ROYALTIES OR
PAYMENTS OUT
OF PRODUCTION

Prior to August 22, 1983, the oil and gas leasing
regulations at '&3 CFR 3103.3-6 provided that an agreement
creating overriding royalties or payments out of production
of oil in excesli of 171t percent (when added to the Federal
Government roya:lty) shall be deemed a violation of the
lease terms unlj~BB the agreement expressly provided that
the excess shal:l be 8uspended when average production per
well per day avj~raged on a monthly basis is 15 barrels or
less. The limi1~ation applied to oil only and specifically
excluded gas.

Effective Augus1~ 22, 1983, however, the regulations were
amended at 43 C]~R 3103.3-3 (regulation section was
renumbered) to ]?rovide that the Secretary of the Interior
could suspend an agreement creating overriding royalties or
payments out of production of oil and gas in excess of 17~
percent (when added to the Federal Government royalty) upon
a determination that such excess constituted a burden on
the lease opera1;ions to the extent that (1) properlyand
timely developmE!nt may be retarded, or (2) continued
operation of thE! lease may be impaired, or (3) premature
abandonment of 1;he wells may be caused.

The 1983 regula1;ion change eliminated the 15-barrel
guideline, and no longer deemed it a violation of the
lease terms if 1;he assignment instrument did not provide
for automatic s\lspension of excess overrides. This 1983
regulation provj~sion took precedence at the time, even
though it conflj~cted with the provision in the assignment
Forms 3106-5 and 3106-14 then in use, i.e., the agreement
that created thE! excess could be suspended by the
Secretary at an~r time that the excess was determined to
constitute a bu]:,den on lease operations. The lease
assignment/tranllfer Forms 3000-3 and 3000-3a, prior to the
June 1988 editions, contained this provision. However, no
such provision j~s included in the June 1988 or more
current edition" of the assignment/transfer forms.

Rel.3-306
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Kevworde
B. Current Policy

EXCESS
OVERRIDING
ROYALTIES
NO LONGER
SUSPENDED By
SECRETARY OF
THE INTERIOR

The current BLM pol;Lcy is that the Secretary of the
Interior will no longer become involved in any request to
8uspend the payment of excess overriding royalties or
payments out of prol~uction. This policy was implemented
by the May 16, 1988, revision of the oil and gas leasing
regulations that coi~pletely removed the language at
43 CFR 3103.3-3 concerning the limitation of excess

overriding royaltie8.

CURRENT

POLICY ON

OVERRIDING

ROYALTY

PROVISIONS

Thi. policy was aaoptea in the regulation. 8ince such
agreement. are vol\J.ntarily entered into by the lessee with
other partiea. Further, the United Statea is not required
to approve euch agreements. Although the agreements are
required to be filild in the proper BLM office, theyare
.imply placea in t}le lease case file as a matter of recora.
Accoraingly, the Federal Government will DOt become
involved in any rec~est to .uspend exces. overrides or any
aispute between leBsees ana 8uch interest owner., but must
know the total bur(~en of overriaing royalties ana p-yments
out of proauction only when a request for a reauction in
the Federal renta~ or royalty rate under 43 CFR 3103.4-1
is filed. When .ul=h a rental/royalty reauction request
occurs, the effect of all outstanaing private paymenta must
then be consiaerea. Prior to the Government granting any
rental or royalty reauction, the signatory parties to the
aocument. creating the excess overriaes are responsible for
accomplishing reauction of the out8tanaing agreement.
before the authorizea officer will con8iaer approval of any
reauction in the Feaeral rental or royalty rate. (See
Section VII, above,. )

For leases that a%-e .till in effect, the inclusion of the
excess overriding royalty provision. on the Federal lease
and assignment/triLnsfer forms prior to May 1988 does not
mean that the Fedl!ral Government .till upholds the
provision after i1~ has been removed from the regulations.
The standard least! form .tate. that the lease i8 issued
subject to the rule. and regulation. now or hereafter in
force, which means that a lease i. .ubject to any future
regulations promulgated that affect the terms of the lease-
Thus, the removal of the excess overriding royalties
limitation requirement from the regulations means that the
Federal Government i8 no longer involved in any attempt to
enforce this provision. However, the removal of the
provision does nclt nullify any separate private agreements
entered into bet\oreen parties above and beyond that
indicated on the Federal forms. The ELM shall not
intervene or be IL party to any disputes or negotiations

concerning such I)rivate agreement8.

Rel. 3-306

5112195
BLM MANUAL
Supersedes Rel. ;3-123



Illustration 1, Page 1

(II.A)
H-3103-1 -FEES, RENTALS, AND ROYALTY

Table of Leases Affected by Secretarial Rental Reduction

of January 19, 1989

]~ntal Rate Table for Oil and Ga. Lea.e. in Accordance with
Secretary of the Interior Rental Rate Reduction
Under 30 U.S.C. 209, Announced January 19, 1989

Annual Rental
Rate Under

Current Rule.
Eff. 6117188

$1.00

Annual Rental
Rate Under

sacretarial
Rental Reduction

$1.00 through
2129196

Noncomp. OTC

issued fr~

filed prior

Simu1taneou. 1 i..ued

prior to 2/19/82

$1.00

Simultaneou. lea.e. i..ued
on or after 2119182

51.00 for fir.t
5 yr.. and 52.00
for 6th and

.ub.equent year.
after 2/1/89

$1.00 through
2129196

$1.00 through
2129196

NOncomp. le..e. determined
to be in KGS on or before
12/22/87

$2.00 on next anniver-
.ary date after notice
of ~GS determination

Sl.OO through
2129196

Noncomp. 1 d.t.rmined
to b. in ~GS aft.r 12/22/87

$1.00

Camp. lea... i..ued under .ale.
held prior to Reform Act

52.00

Exchange leases $2.00

Renewal lea... $2.00

$1.00 through
2129196

$1.00 through
2129196

$1.00 through
2129196

$1.00 through
2129196

H:7rAPPLIC2IBLEComp. 1.a... i..ued under

Reform Act of 12/22/87

$1.50 for firBt
5 yr.. and $2.00
for .ub..qu.nt yr..

Noncomp. lea.e. i..ued under
Reform Act from application.
filed on or after 12/22/87

$1.50 for first

5 yrs. and $2.00
for subsequent yrs.

I«)T APPLICAm.E

Noncomp. le i..ued prior
to 211177

NOT APPLI~$0.50 or other rate
1... than $1.00 as
specified in the
lease term.

ELM MANUAL

Supersedes Rei. 3-123

~-~- ~ 00-

5/11 :t.:

3111) l.a...
application.
to 12/22/87



Illustxation 1, Page 2

H-31O3-l -FEES, RENTAlS, AND ROYALTY

Table of Leases Affected by Secretarial Rental Reduction

of January 19. 1989

5/12!!15
BLM MANUAL

Supersedes Rei. 3-123
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Illustration 3, Page 1

(II.E. )

B-3103-1 -FEES, RENTALS, AND ROYALTY

Lease Rental Rate Provisions

NoncomPE!titive and Competitive Leases Issued Under the Federal Oil and
Gas LeaElinq Reform Act of December 22. 1987

A. Unj.tized Participating Lease.

1. Acreage within and outside participatin9 area -minimum royalty
in an amoun1; not less than the rental which would be required for the lease
year ($1.50 per acre or fraction thereof for the first 5 years and $2.00 for
all subsequemt lease years.)

B. Nonunitized Lease.

1. Rental at the rate of $1.50 per acre or fraction thereof for the
first 5 years and $2.00 for all subsequent lease years; minimum royalty at the
same rate aEI annual rental.

II. Noncompetitive Leases Issued Under the Act of SeDtember 2. 1960

A. Unitized Participating Lease.

1. Acreage within participating area -minimum royalty of $1.00 per

acre or frac~tion thereof .

2. Acreage outside participating area -rental of $1.00 per acre
or fraction thereof for leases issued on and after February 1, 1977 (50 cents
per acre or fraction thereof for leases issued prior to February 1, 1977)
regardless Clf KGS status .

~~: The 1977 amendment to the regulations increasing the rental
rate to $1.00 per acre for noncompetitive leases issued on and
after February 1,1977, did not address leases issued between
September 2, 1960, and February 1, 1977. Therefore, the
rental rate for lands outside the participating area of a unit
are at the rate specified in the lease terms for such lands.

B. Nonunitized Lease.

1. Wholly outside KGS -rental of $1.00 per acre or fraction
thereof for leases issued on and after February 1,1977 (50 cents per acre or
fraction theireof for leases issued prior to February 1, 1977).

2. Wholly or partly within KGS -rental of $2.00 per acre or

fraction the!reof .

3. Lease subject to mir.imum royalty of $1.00 per acre or fraction
thereof if it contains a well capable of producing oil or gas in paying

quantities.

ReJ .3~.306

5./1:'/~5

BLM Manual

Supersedes Rel. 3-.123



Illustration 3, Page 2

8-3103-1 -FEES, RENTALS, AND ROYALTY

Lease Rental Rate Provisions

II1. Competitive Leases Issued Under the Act of September 2, 1960

A. Unitized Participating Lease

1. Acreage within participating area -minimum royalty of $1.00 per
acre or fraction thereof.

2. Acreage outside participating area -rental of $2.00 per acre
or fraction thereof.

Nonunitized Lease.B.

1. Productive -minimum royalty of $1.00 per acre or fraction

thereof

2. Nonproductive -rental of $2.00 per acre or fraction thereof.

IV. Noncompetitive Leases Issued Under the Act of Auaust 8, 1946

A. Unitized participating Lease

1. Acreage within participating area -minimum royalty of $1.00 per
acre or fraction thereof.

2. Acreage outside participating area -rental of SO cents per acre
or fraction thereof regardless of KGS status.

Nonunitized Lease.B.

1. Wholly outside KGS -rental of So cents per acre or fraction

thereof.

2. Wholly or partly within KGS -rental of $1.00 per acre or
fraction thereof.

Competitive Leases Issued Under the Act of Auaust 8. 1946v.

Unitized Participating LeaseA.

1. Acreage within participating area -minimum royalty of $1.00 per
acre or fraction thereof.

2. Acreage outside participating area -rental of $1.00 per acre

or fraction therecf.

Rel.3-30

5/12/9
BLM Manual
Supersedes Rel. 3-123



Illustration 3, Page 3

B-3~03-~ -FEES, RENTALS , AND ROYALTY

Lease Rental Rate Provisions

B. Nonunitized Lease.

1" Productive -minimum royalty of $1.00 per acre or fraction
thereof.

2. Nonproductive -rental of $1.00 per acre or fraction thereof.

Noncomt>etitive Leases Issued Under the Act of Auaust 21. 1935. and an
Election Filed to be Governed bv the Act of Auaust 8. 1946

A. Unj.tized Participating Lease.

1. Acreage within participating area -minimum royalty of $1.00 per
acre or frac:tion thereof .

2. Acreage outside participating area -rental of 25 cents per acre
or fraction thereof regardless of KGS status.

B. Nol1lunitized Lease.

1. Wholly outside KGS -rental of 25 cents per acre or fraction
thereof.

2. Wholly or partly within KGS -rental of 25 cents per acre or
fraction thereof.

~itive Leases Issued Under the Act of Aucrust 2l. 1935. and an

Election Filed to be Governed bv the Act of AuQUst ,8. 1946

A. Unitized Participating Lease.

1. Acreage within participating area -min~um royalty of $1.00 per
acre or fraction thereof.

2. Acreage outside participating area -rental of 25 cents per acre
or fraction thereof.

B. Nonunitized Lease.

1. Productive -minimum royalty of $1.00 per acre or fraction

thereof.

2. Nonproductive- rental of 25 cents per acre or fraction thereof.

Fi-.l. 3-.306
:I/J.~/'1:1

BLM Manual
Supersedes Rel. 3-123



Illustration 3, Pa.ge 4

B-3103-1 -FEES, RENTALS, AND ROYALTY

Lease Rental Rate Provisions

VIII. Noncompetitive Leases Issued Under the Act of Auaust 21. 1935

A. Unitized Participating Lease

1. Acreage within participating area -rental of $1.00 per acre or

fraction thereof.

2. Acreage outside participating area -rental of 25 cents per acre

or fraction thereof.

3. Sum of rentals on (1) and (2) to be credited against royalties.

B. Nonunitized Lease.

1.
KGS status.

Rental of 25 cents per acre or fraction thereof regardless of

IX. Competitive Leases Issued Under the Act of Auaust 21. 1935

A. Rental of 25 cents per acre to be credited against royalties.

x. Leases Issued Prior to Aucrust 21. 1935

A. Oil and gclS leases issued prior to August 21, 1935, generally require
rental of $1.00 per acre which is credited against royalties.

~: The 1983 amendment to the leasing regulations, effective August 22,
1983, required an annual rental of $2.00 per acre or fraction
thereof for exchange and renewal leases issued after that date.
This r,ental rate remained the same in the 1988 amendments to the

regulations.

ReI. 3-306

5/12/95
BLM Manual
Sur rsedes Rel. 3-123



Illustration 3, Page 5

8-3103-1 -FEES, RBRTALS, AND ROYALTY

Unit Agreement approved.
Lease MTM 0001 committed -lease not segregated since entire lease is inside
the unit.
Well drilled -Participating Area (PA) established.
PA includes portion of lease MTM 0001

Acreage in MTM 0001 inside PA is subject to minimum royalty.
Acreage in MTM 0001 outside PA is subject to rental at the non-KGS
rate.

!:!Qll: If the lands outside the PA are included in a KGS, the rer.tal rate
is not increased, but remains at the non-KGS rate.

Unit Agreement automatically contracts to PA.
Lease HTH 0001 is now part in and part outside the unit.

segregated.

The lease is not

Acreage in KTK 0001 inside unit remains subject to minLmum royalty.
Acreage in KTK 0001 outside unit is subject to rental at the non-KGS
rate (same as if it were still nonparticipating unit lands).

If the entire lease acreage had been eliminated from the unit by
contraction, rental would be charged at ~he non-KGS rate if lease
is not in a KGS, and at the KGS rate if any portion of the lease

is in a KGS.

~:

If KTK 0001 contains a well capable of production in paying quantities on the
acreage outside the PA, that acreage would be subject to minimum royalty rather

than rental.

Re1.3-306

5/12/95

BLM Manual
Supersedes Rel. 3-123



Illustration 4

(II.F)
II-31O3-1 -FEES. RE1.TALS. AND ROYALTY

Format for Accounting Advice Waiving Additional Rental

Resulting from Lease Segregation/Partial Assignment

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

I Form 1370-41
(Morch 1984)

No.1420163 43

NOTE: Full rental of $127.50 at $1.50 per acre for

original lease of 85.00 acres was paid.timely

prior to lease anniversary date. Due to the
segregation, the incremental acreage difference

results in a shortage of $1.50 that is waived

until the next courtesy rental billing cycle.

SubjeCt LEASE SEGREGATION

ApplIcant GHI OIL CORP .

999 First St.

Antwhere, UT 84729

Rem,tter

I ASG RATEORIGINAL SERIAL NO

-111-
UTU 89899

--~~OUNT i U.I M ACTUAL UNITS

811191 7!31!2001 UTOS

ASG CTY

Q.4L ~

RATEASSIGNMENT SERIAL NO.

..l.fLj
UTU 94561 ON 43

uor~ ACTUAL UNITS

811191 7/31/2001 UTO8

AI'P1I.Y REMlrrANCE
K-m.rks

FUNOSYMI!OL i l'TY AMOUNT

FILING FEE

RENTAL

Lease Segregation effective 5/5/95.
Full $127.50 rent for 8/1/94 paid on

UTU 89899.
Rental difference of $1.50 due to lease

I segregation waived until next courtesy

billing cycle.

UNEARNED

REFUNO

TOTAL

AMOUNT l>l'E DATE.B'. ~

()r In,or..,"

()I..ralln. R,Kh,""

I)\..r.wr

I\"n.t r,I...I"

OCS SI-:('TION

('0[)I-.

D-' '2-'2n~
5112195

BLM hlhN\JhL

Supersedes Rei. 3-123



Illustration S

(II.J)

8-3103-1 -FEES, RENTAlS, AND ROYALTY

Format for Accounting Advice for BLM Authorization of

~IS Refund Action

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAN£J MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

I Fa"" 1370-41
(March 1984)

No.1420165
43

:;uiJJec:c

AppllC:anc

REFUND -RENTAL/State Code

Remitler

A..,wnor

LEASE MANAGEMENT DA1A

ORIGINAL SERIAL NO Ft:ND SYMBOL ACRES/UNITS RATE

UTU 67891

AMOUNT UolM ACTUAL UNITS

5/ 1/8~) 0

FUNP SYMBOLASSIGNMENT SERIAL NO. ACRES/UNITS RATE

AMOUNT ACTUAL UNITS

ACTION FUNDSYMIIOL I l'TY AMOUNT
Romarks

Refund Ilth year rental.

Lease expired 4/30/95.
Payment reference no.

FILIN(; rEE

RENTAL

Documentation supporting this request for

refund is on file in BLM.

UNt:ARNED

RErUNIJ
640.00

TI)TAL

AMOUNT[)VE BY ~ .J!!f,oL DATE 6/6-19-2--

FOR MMS USE ONLY
IIJLLt.t. ~.ORE5TKt;~U{it;

~uMB~R

~... .n E",ro.'

D KI;R'

D Auto 1-:",.1.10,;'

D Au"' I!l"n('"'

or \"Ier..,"

O,..rall". R,.hl."
Ol..r"wr
II..",! ,,!"'!"

Ol'S S~:('TION

5112195
BLM MANUAL

Suf'ersedes Rei. 3-123
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Illustration 6, Page 2

H-31O3-1 -FEES, RENTALS, AND ROYALTY

Table Showing Royalty Schedule Provisions and Related ALMRS

Action Codes

J~utomated Land and Kineral Record Sy.tem (Ca.. Recordation)
Royalty Rate Action Code. Applicable to Oil and Ga. Lea.e.

R;un.o. DE 1775

102 -RL'l'r RAD -12 1/2'
Same a. DE 2910.

530 -RLTr IRAn -1.2 112'
Enter effective date of leaae. U.e
on all noncompetitive oil G 9..
leaaaa iaaued .ubaequent to 8/8/46
and all competitive oil G 9.. lea...
i..uad under the Raform Act
{12/22/87). Al.o u.e on NPR-A lea.ea
a. applicable. Kandatory entry on
ca.a type. 3111, J112, 312021/22,
and 3l202J124.

103 -RLTY RAD -16 2!3.
Same a. DE 2910.

531 -RLTr IRATE -16 213.
Ent.r date lee.e or rein.tatement
wa. effective. Dee on all
noncompetitive lea.e. and on all
competitive lea.ee i..ued under the
Reform Act of 1987 which are
rein&lted und.r Cla.. II provi.iona
Thi. ~yalty rate applie. only to
the f~r.t rein.tatement. Delete
prior rate code a. it i. no longer
applicable. D.e on ca.. type. 3111,
3112, 312021/22, 312023/24, and
NPR-A lea For rein.tated lea...
in Action Remark., enter II for old
royalty rate. In General R8mark.,
tie with .am8 alpha indicator and
enter old royalty rate and date.
rate wa. effective.

104 -RLTr RArB 12.S-2S~ SCB B
Same ..DE 2910.

532 -P.LTr :RAD 12.5-25' sa B
Enter effective date of lea.e. U.e
on all oil' ga. lea.e. i..ued
betw.en 513145 and 818146 and on all
compstitive lea.e. i..ued after
818146 except Reform Act (12/22/87)
compstitive lea.es. Schedule B
provide. royalty rate for oil
12.5-25' (.tep .cale) and royalty
rate for ga. 12.5 or 16213'
depending on amount of production
per day. Use on case group 31.

BL I MANUAI~

Supers. 'S ReI.

ReI. 3-306
51121953-i23



I11ustration 6, Page 3

H-3103-1 -FEES, RENTALS, AND ROYALTY

Table Showing Royalty Schedule Provisions and Related ALMRS

Action Codes

105 -RLTY STEP 12.5-32'

Same as DE 2910,

except use code "108"

RLTY RATE -OTHER for

12.5-18-32' lea.es.

106 -RLTr RAD-SLmI-.-Sal D
Same as DE 2910.

533 -RLTr BT8P ].2.5-32'
Ent.r effectiv. date of lea.e.
Applie. to certain lea.e. i..ued
b8t~..n 8/21/35 and 5/3/45. Do not
u.e thi. code on old Schedule C
lea.e. for 12.5-].8-32,. U.e code
.536" RLTY RATE -OTHER for
12.5-18-32, lea.e.. U.. on ca..
group 31.

534 -RLTr RAD-8L:mX~SC2 D
Ent.r effective date of lea.e.
Include. 12 1/2' -33 1/3' or
12 1/2' -25' ba.8d on oil'. gravity
for oil, and 12 1/2' or 162/3' for
ga. on 20-year lea.e. with other
than 5' royalty rate at the time
lea.e wa. exchanged or renewed
(Schedule Dl. U.e on ca.e group 31.

107 -RLTr RAD -St

Same ..DE 2910.

535 -RLTr RAD -5~
Ent.r dat. royalty rat. bec0m8.
.ttectiv.. Applie. to certain
l.a... .ub..qu.nt to 2125120. U.e
tor 20-y.ar O&G lea... which were
never renewed or .xchang.d due to
unitization. U.e on ca.e group. 31
& 35. Al.o u.e on ca.e group 32 when
l.a.e i. in actual production with
optional .ntry ot th. by-product
b.ing produc8d in Action Remark..
It applicabl., .nt.r II tor old
royalty rat. in Action Remark.. In
General R8mark., tie with .&m8 alpha
indicator and .nter old royalty rate
and dat.. dat. wa. .tt.ctiv..

108 -RLTr RAD -arBBR

Same a. DE 2910.

536 -RLTr RAn -arBD
Enter effective date of royalty rate.
Include. all other royalty rate.
(..9., rein.tated more than once under
Cla.. II provi.ion., old Schedule C
12.5-18-32, lea..., etc.). Delete any
prior royalty rate code a. it i. no
longer applicable. U.e on ca.e 9roup.
31, 32, 34 and 35. In Action Remark.,
enter new royalty rate and .emicolon
followed by an alpha indicator / / to
identify previou. royalty rate.
EXI 202/3',/A/ or 12 1/2-33 1/3',/8/
In General Remark., tie with .ame
alpha indicator and enter old royalty
rate and date. rate wa. effective.

BLI.\ MANUAL

Supersedes Rei. 3-123

Rei. 3-306
5/12/95
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H-31O3-1 -FEES, RENTALS, AND ROYALTY

Table Showing Royalty Schedule Provisions and Related ALMRS

Action Codes

BLM MANUAL

Supersedes Rei. 1-123

l\~J.. ;)-;)QO

5/12/95



Illustration 7, Page 1
(IV.A)

H-3103-1 -FEES, RENTALS, AND ROYALTY

Synopsis of Rental and Rovalty Schedules

A, B, C, and D

Prior to the Federal On.hore Oil and Ga. Lea.ing Reform Act of December 22, 1987,
four general rental and royalty rate .chedule. existed for calculating royalties
on Federal public domain lea.e..

"A" SCHEDUL~

Schedule "~" i. applicable to noncaupetitive lea.e. i..ued .ub.equent to the 1946
Act. It pJ:ovide. for a 12 112 percent royalty on production. competitive leases
issued und.r the Federal On.hore Oil and Gas Lea.ing Reform Act (Reform Act) of
December 22, 1987, al.o require a 12 112 percent royalty on production removed or

sold.

"8" SCHEDUI.I

The Schedule -8" applicable to all lea.e. i..ued between May 3, 1945, and
August 8, ]946, and all competitive lea.e. i..ued after the 1946 Act, except
competitiv., lea.e. i..ued under the Reform Act of 1987, carries a .tep-scale
royalty of 12 1/2 percent to 25 percent on oil, and 121/2 percent or 162/3
percent on ga..

Leases i.s,",ed between August 21, 1935, and May 3, 1945, al.o u.e a "8" royalty
schedule, .,xcept that the maximum royalty rate for oil is 32 percent when daily
production exceeds 2,000 barrel. per day per well per calendar month.

"C" SCHEDUI.I.

Prior to the June 17, 1988, regulation change, when a 20-year lea.e with a 5
percent royalty rate wa. exchanged or renewed, the "C" Schedule became applicable
for royaltie.. The "C" .chedule approved Kay 3, 1945, limited the .tep-.cale
royalty rat;e. to 25 percent for oil. Prior to that date, the .tep-.cale royalty
under the "C" .chedule wa. 32 percent when daily production exceeded 2,000
barrel. peJ" well per day. The "C" .chedule ha. a royalty rate of 12 112 percent
on ga. when production doe. not exceed 5,000 Kcf per well per day per calendar
month and 1.6213 percent when production exceed. 5,000 Kcf per well per day.
Under .chedule "C" lea... may be eligible for a 12 112 percent determination.
The June l~', 1988, regulation. now provide for a 12 112 percent royalty rate for
renewal ancl exchange lea

wDw SCHEDU1&

When a 20-year leaae with a royalty other than 5 percent was renewed or exchanged
prior to J\lne 17, 1988, the wDw .chedule became applicable for royaltie.. This
schedule pl:ovided a .liding-.cale royalty on oil of 12 112 percent to 33 113
percent or 12 112 percent to 25 percent depending on the oil'. gravity. The
schedule wVw royalty rate on gas i. either 12 112 percent or 16213 percent and
escalate. 1:0 16213 percent when the lease production from all .ources exceed.
3000 Kcf oj: ga. per day. Well count i. not a factor in determining the royalty
rate for gn.. The royalty rate for Section 18 lea.e. for oil is 12 112 percent
to 25 percunt or 12 112 percent to 20 percent depending on the gravity of the
oil. The Dame provi.ion. exi.t for a 12 112 percent royalty determination as

discussed .~ove for .chedule wc,w

BLM MANUAL

Supersedes ReI.

ReI. 3-306
5/12/953-121



Illustration 7, Page 2

H-JlOJ-l -FEES, RENTALS, AND ROYALTY

Synopsis of Rental and Royalty Schedules

A, B, C, and D

BLM MANUAL

Supersedes Rei. 3-12:.
Rel.3-306

5/12/95



Illustration 7. Page 3

H-3103-1 -FEES, RENTALS, AND ROYALTY

Synopsis of Rental and Royalty Schedules

A. B. C. and D

ROYALTY RATE

~;CHEDULE "B" -STEP SCALE

Royalty on Ga.

The royalty rate for gas under both schedules is 12~ percent when
the averclge production does not exceed 5,000 Mcf gas per well per
day per c:alendar month and 16'1& percent when the average production
exceeds ~;,ooo Mcf of gas per well per day per calendar month. This
royalty rate schedule was in the GLO circular No.1386.

BLM MANUAL

Supersedes Rei. 3-123

ReI. 3-306
5/12/95
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H-JIOJ-l -FEES, RENTAlS, AND ROYALTY

Synopsis of Rental and Royalty Schedules

A, B, C, and D

ROYALTY RATE
S:CHED ULE II C II -STEP SCALE

Royalty on Gas

The royalty rate for gas remained unchanged and is 12~ percent when
the average daily production does not exceed 5,000 Mcf gas per well
per day per calendar month, and 16'Ia percent when the average
production exceeds 5,000 Mcf of gas per well per day per calendar
month.

Rei. 3-306
5/12/95
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Illustration 7, Page 5

H-3lO3-1 -FEES, RENTAlS, AND ROYALTY

Synopsis of Rental and Royalty Schedules

A, B, C, and D

ROY AL TY RATE

SCHEDULE "D" -SLIDING SCALE

For I i..u.d und.r S..,ion 1 B or Ih. MLA or 1920. Ih. roy.hy i. b...d on Ih. b.rrcl. p.r doy p.r w.1I ror Ih. c.I.nd.r monlh Tb.

roy.hy ..,. w.. ..,.blioh.d by ..rul.lion .nd i. conlli~d in Ih. G.~..I Lond Offic. C;"ul.r No 672 (Se. 19(.». .pprov.d M."h 11, 1920,
...mend.d 10 Oe""'.r 29. 1920.

Roy
Ra

Royalty
Rate

Royal
Rat,

Royalty
Rate

Not over Not over

~

50

)

MorE than 100

For p..fC..nli.1 ri,h'lc.JCI (olhcr Ih.n 5 ~ I J) iJlucd undcr Scc,ion 14 oflhc MLA, c...blish.d by ..JUlalion COn1aincd in Ihc GLO Circular
No 67l, Scclion 8 Thc followinl royally ralc IChcdulc .IJO applicIIO Iho.. Ic...a illUcd punu.nllO ..c'ions 19, 20, .nd compcli'ivc Ic.JCa

illucd purauanllO :;",ioo 17.

For oil less than JO. Baume

Roy
R~

Royalty
Rate

On that portion

Over

Royalty
Rate

Not over

MOrE! than 200

Royalty on Gas

The roya]ty rate on gas is not based on well count but on the total
volume of gas produced or allocated to a lease from all sources on
a Mcf pet: day per calendar month basis. The royalty for less than
3,000 Mc:t of gas per day per calendar month is 12~ percent and
escalatef; to 16:;' percent when the gas production is 3,000 Mcf or
more of c:ras per day per calendar month. The royalty rate schedule
was contained in the Operating Regulations, Ist Edition, April
1923.

BLM MANUAL

Supersedes Rei.

ReI. 3-306
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Illustration 8

(IV .A)

8-3103-1 -FEES .RENTALS .AND ROYALTY

Schedule A- Rental and Royalty Rate Schedule for

Noncompetitive Lease

URITKD STADS
DKPARTKDT or TUB IRTBRIOR
BUREAU or LARD MAKAG~

RBRTAL8 AKD ROYALTJ:BS POR OrL AKD CAS LKASBS

8aIBDm.8 -A- -RORa»IPBTITrw

RENTALS. ~.o pay th. l...or in advanc. on or befor. th. fir.t day of the month in
which th. ] i..u.. a r.ntal at th. following rat..:

a If the land. are wholly out.ide th. known geologic .tructure of a
producing oil or ga. field: So cent. per acre or fraction thereof for
el.ch leaa. y.ar.

b. Or. lea... wholly or partly within th. g.ologic .tructur. of a producing
oj.l or gaB field:

1. If not commit~ed to a cooperative or unit plan which includes a well
capable of producing oil or ga. and contain. a general provision for
allocation of produc~ion beginning with the fir.t lea.e year after
30 day.' notice that all or part of the land i. included in such a
.tructure and for each year thereafter, prior to a di.covery of oil
or ga. on the land. her.in, $2 per acre or fraction thereof.

2. On the land. c~itted to an approved cooperative or unit plan which
include. a ~ll capable of producing oil or ga. and contains a
general provi.ion for allocation of production, for the land. not
within the participating area an annual rental of 50 cent. per acre
or fraction thereof each lea.e year following di.covery.

MINIMUM RO1'ALTY. To pay the le..or in lieu of rental at the expiration of each
lea.e year after di.covery a minimum royalty of $1 per acre or, if there is
production. the difference between the actual royalty paid during the year and
the pre.crJbed minimum royalty of $1 per acre, provided that on unitized leaseB,
the minim~1 royalty .hall be payable only on the participating.acreage.

ROYALTY ON PRODUCTION. To pay the le..or 12 1/2 percent royalty on the
production removed or .old from the lea.ed land..

ELM MANUAL

Supersedes Rei. 3-123

ReI. 3-306
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Illustration 9, Page 1

(IV .A.4)

H-3l03-l -FEES. RENTALS. AND ROYALTY

Schedules B and C- Rental and Royalty Rate Schedules

8almUL8 -8- -CX»IPKTITrw

ROYALTY OH PRODUCTION. To pay the le..or the follow~n9 royalty on product~on
removed or .old from the lea.ed land. .

1. Wh.n th. .v.r.9. production for the month in b8rrel. per well per
day i.:

Not Percent of Not Percent of
Over Over Rovaltv Over Over Rovaltv

50 12.5 130 150 19
50 60 13 150 200 20
60 70 14 200 250 21
70 80 15 250 300 22
80 90 16 300 350 23
90 110 17 350 400 24

110 130 18 400 25

2. On 9a., includin9 inflammable 9a., helium, carbon dioxide, and all
other natural 9a.e. and mixture. thereof, and on natural or c..inghead
ga.oline and other liquid product. obtained from ga.; when the average
production of 9a. per well per day for the month doe. not exceed
5,000,000 cubic feet, 12 112 percent; and when .aid production of gas
exceed. 5,000,000 cubic feet 16213 percent of the amount or value of
thB ga. and liquid product. produced, .aid amount or value of such
liquid product. to be net after an allowance for the co.t of
manufacture.

MINIMUM ROYALTY. To pay the le..or in lieu of rental at the expiration of each
lease year after di.covery a minimum royalty of $1 per acre or, if there is
production, the difference between the actual royalty paid during the year and
the pre.cribed minimum royalty of $1 per acre, provided that on unitized lea.e.,
the minimua, royalty .hall be payable only on the participating acreage.

RENTALS. 10 pay the le..or in advance on or before the fir.t day of the month in
which the leaee i..ued and for each lea.e year thereafter prior to a discovery of
oil or qa. on the lea.e land., an annual rental of $2 per acre of fraction
thereof.

NOTICE

The averaq8 production per -11 per day for oil and qa. .hall be determined
pur.uant tc JO CFR, Part 221, "Oil and aa. Operatinq Requlation..".:/

In determil1inq the amount or value of qa. and liquid product. produc.d, the
amount or "alu. .hall be n.t aft.r an allowanc. for th. co.t of manufacture. The
allowanc. for co.t of manufactur. may .xce.d two-third. of the amount or value of
any product only on approval by th. Secretary of th. Int.rior.

.:130 CFR P.rt 221 .uper.eded by operating regulation. under 43 CFR 3160,

8pecifically 43 CFR 3162.7-4.

ReI. 3-306
5/12/95

BLM MANUAL
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Illustration 9, Page 2

H-31O3-1 -F~, RENTALS, AND ROYALTY

Schedules B and C -Rental and Royalty Schedules

8aIKDUL8 -c- -RDTAL8 A8D NJrAL'l'XU

RENTALS. 1'0 pay the le.eor in advance an Annual rental of $1 per acre prior to a
di.covery ctf oil or 9.. on the lea.ed land..

KIHlKUK RO1'ALTY. To p8y the le..or in lieu of rental at the expiration of each
lea.e year after di.covery a minimum royalty of $1 per acre or, if there i.
production, the difference between the actual royalty p8id during the year and
the pre.crj»ed minimum royalty of $1 per acre, provided that on unitized lea.e.,
the minimuDI royalty .hall be payable only on the p8rticip-ting acreage.

ROYALTY ON PRODUCTION. To pay the le..or the followin9 royalty on production
removed or .old from the lea.ed land.:

1. A royalty of 12 112 percent on the production removed or .old from:

a. Land determined by the Dir8ctor, Gaoloqical Survey, not to be
within the productive limit8 of any oil or g88 depo8it on AUqu8t 8,
1946,

b. An oil or ga. depo.it which wa. di.covered after May 27, 1941, bya
well or well. drilled on the lea.ed land and which i. determined by
the Director, Geoloqical Survey, to be a new depo.it; or

c. Allocated to the lea.e pur.uant to an approved unit or cooperative
agraement from an oil or ga. depo.it which wa. di.covered on
unitized land after May 27, 1941, and determined by the Director,
Geological Survey, to be a new depo.it, but only if at th. time of
di.covery the lea.. wa. committed to the agreement or wa. included
on a duly executed and filed application for approval of the
agreement.

2. 011 production of oil r~ved or eold fraD land. not .ubject to
.Ilb.ection 1 hereof, where a flat royalty rate of S percent wa. fixed
011 the ori9inal lea.e.

~len the average production for the calendar month in barrel. per well
pltr day i..

Not P.rc.nt of Not P.rc.nt of
OverOver Rova1tv Over OVer Rova1tv

110 12.5 200 250 21
110 130 18 250 300 22
130 150 19 300 350 23
150 200 20 350 400 24

BLM MANUAL

Supersedes Rei. 3-123
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Illustration 9. Page 3

H-31O3-1 -FEES, RENTALS, AND ROYALTY

Schedules B and C -Rental and Royalty Schedules

3. ,)n 9.., including infl~le 9.., helium, carbon dioxide, and .11
,~ther natural 9..e. and mixture. thereof, and on natural or c..inqhead
,;..oline and other liquid product. obtained from qa.; when the average
iproduction of 9.. per -11 per day for the calendar month doe. not
'IXCeed 5,000,000 cubic f-t, 12 1/2 percent; and when the production of
,;a. exceed. 5,000,000 cubic f-t, 162/3 percent of the amount or value
,~f the 9.. and liquid product. produced.

The average production per -11 per day for oil and for q.. .hall be determined
pur.u.nt to 30 CFR, Part 221, -Oil and G.. Operating Requlation.. -~/

In determining the amount or value of 9.. and liquid product. produced, the
amount or value .hall be net after an allowance for the co.t of manufacture. The
.llowanc. for co.t of manufacture may exceed 2/3 of the amount of value of any
product only on approval by the secretary of the Interior.

:130 CFR Part 221 .uper.eded by operating regulation. under 43 CFR 3160,
.pecifica11y 43 CFR 3162.7-4.

ReI. 3-306

S/12/9~
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Illustration 10. Page 1
{TV r'

H-3103-1 -FEES, RErrrALS, AND ROYALTY

Schedule D -Rental and Royalty Schedule

Sct-su1.. -D- -R8ntaJ. and RDya1.ti... 8ct-su1..

RENTALS. T,o pay th. l.aaor in advanc. an annual r.ntal of $1 per acr. prior to
di.cov.ry of oil or 9.. on th. l d land..

MINIMUM ROY,~TY .To pay the le..or in lieu of rental at the expiration of each
l.a.e year after di.covery a minimum royalty of $1 p8r acre or, if there is
production, the difference between the actual royalty paid during the year and
the pre.crL08d minimum royalty of $1 p8r acre, provided that on unitized leases,
the minimum royalty .hall be payable only on the participating acreage.

ROYALTY ON PRODUCTION. To pay the le..or the following royalty on production
removed or .old from the lea.ed land.: To and including september 24, 1963, the
royaltie. t'o be paid hereunder .hall be c~put8d and paid on the ba.i. of the
royaltie. pt"e.cribed in the original lea...

1. A royalty of 12 112 p8rcent on the production removed or .old from:

a. Land determined by the Director, Geological Survey, not to be

within the productive limit. of any oil or qa. depo.it on

Auqu.t 8, 1946/

b. An oil or ga. depo.it which wa. di.covered after May 27, 1941,
by a well or well. drilled on the lea.ed land and which i.
determined by the Director, Geological Survey, to be a new
depo.it; or

c. Allocated to the lea.e pur.uant to an approved unit or cooperative
agreement from an oil or ga. depo.it which wa. di.covered on
unitized land after May 27, 1941, and determined by the Director,
Geological Survey, to be a new depo.it but only if at the time of
di.covery the lea.e wa. committed to the agreement or wa. included
in a duly executed and filed application for approval of the

agreement.

On production of oil removed or eold from land. not .ubject to
.Ilbeection 1 hereof:

2.

For all oil produced of 30" Baume or over:a.

( 1) On that portion of the average production per well not

exce.ding 20 barrel. per day for the calendar

month l2 112'

(2) On that portion of the average production per well of more
than 20 barrel. and not more than So barrel. per day for the
calendar month 16 2/3'

(3) On that portion of the average production per well of more
than SO barrel. and not more than 100 barrel. per day for the
calendar month 20'

Rel.3-306
jl12195

BLM MANUAL
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Illustration 10. Page 2

H-3103-1 -FEES, RENTALS, AND ROYALTY

Schedule D -Rental and Royalty Schedule

( 4) on that portion ot the average production per W8ll ot 8Ore
than 100 barrel. and not 8Ore than 200 barrel. per day tor
the ~endar month 25'

( s ) on that portion of the average production per ~ll of more
than 200 barrel. per day for the calendar
8Onth J J 11 Jt

b. For all oil produced of le.. t;.han 30. Ba~:

( 1) On that portion of th. avera9. production per well not
8Xc88din9 20 barrel. per day tor th. cal.ndar
month 12 112'

(2) on that portion of the average production per well of 8Ore
than 20 barrel. and not more than 50 barrel. per day for the
calendar month 14 2/7'

( 3) on that portion of the average production per well of more
than 50 barrel. and not more than loo barrel. per day for the
calendar month 16 2/3'

(4) on that portion of the average production per well of more
than loo barrel. and not more than 200 barrel. per day for
the calendar month 20'

( S) On that portion ot the average production per well ot more
than 200 barrel. per day tor the calendar
8Onth 2S'

c:.

Only W811. which have a commercial production during at lea.t part
of the month .hall be con.idered in a.certaining the average
production above provided forI and the secretary of the Interior
.hall determine which are commercially productive well. under thi.
provi.ion.

On ga.and ca.inghead ga.olinel

(1) On 9a., whether .ama .hall be qa. from which the ca.in9head
qa.oline ha. been axtracted or otherwi.e, 12112 percent of
the v.lue thereof in the field where produced where the
.ver.ge production per day for the calendar month from the
land lea.ed i. le.. than 3,000,000 cubic feet, and 16213
percent where the .verage daily production i. 3,000,000 cubic
feet or over.

BLM MANUAL

Supersedes Rei. 3-123
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Illustration 10. Page 3

H-3103-1 -FEES, RENTALS, AND ROYALTY

Schedule D -Rental and Royalty Schedule

(2) On caain9head 9aaoline, 162/3 percent of the value of the
caain9head 9aaoline extracted from the 9a. produced and .old,
computed on the ba.i. provided for in the operating
requlation..

(3) The value in the field where produced, of 9a. and ca.in9head
9a.oline, for royalty purpo.e., unle.. .uch 9a. or ca.in9head
9a.oline i. di.po.ed of under an approved .ale. contract or
other method a. provided in .ubdivi.ion d of thi. eection,
ehall be fixed by the Secretary of the Interior.

(4) In ca.e. where the 9a. produced and .old ha. a value for both
ca.in9head 9a.olin. content and a. dry 9a. from which the
ca.in9head 9a.oline ha. bean extracted, then the royaltie.
above provided .hall be paid on both of .uch valuee.

The avera9.' production per well per day for oil and 9a. .hall be determined

pur.uant tc' 30 CP'R, Part 2ll, -Oil and Ga. Operatin9 Regulation.. -.:/

In determil1,in9 the amount or value of 9as and liquid product. produced, the

amount or value shall be net after an allowance for the cost of manufacture. The

allowance for co.t of manufacture may exceed 2/3 of the amount of value of any

product only on approval by the secretary of the Interior.

~/30 CFR Part 221 .uper.eded by operating regulation. under 43 CFR 3160,

.pecifical1y 43 CFR 3162.7-4.

F.el. 3-306
5/12/95
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(IV. C)

H-3103-1 -FEES, RENTALS, AND ROYALTY

Calculation of Sliding Scale Royalty for Production

Above and Below 30" Baume

BLM MhNUhL

Supersedes Rei.
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H-3103-1 -FEES, RENTALS, AND ROYALTY

Calculation of Sliding Scale Royalty for Production

Above and Below 30. Baume

Rei. 3306
5/12,'95
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Illustration 12

(VII.B.7)
H-J1OJ-l -FEES, RENTALS , AND ROYALTY

Irmat for Decision Approving Royalty Rate Reduction

ReI. 3-306

5/12/95
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Illustration 13

{VIl.B.1O)

H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Decision Rescinding Royalty Rate Reduction

I" R~PI.Y II~'.~II TO

United States Department of the Interior

BlRI::Al (If I.A'I) \tA'A(;t;\tt:,T

3103 (Office Code)
Serial No.

AIL--RETURN RECErpT REQUESTED CERTIFIED M

DECISION
L /Addr...

Oil and Ga.

Royalty Rate Redu"tion Res"inded

Since April 1, 1987, Federal oil and 9a. lea.e (Serial number! ha. benefitted
from a redul:tion in Federal royalty rate., a. .et forth in our deci.ion dated

(Datel .

Due to the lncrea.e in oil value from $10.55 per barrel in June 1986, to the

pre.ent $20.00 per barrel, continuation of the royalty redu"tion i. not
juetified. Therefore, the royalty rate a. provided for under the lea.e terms, is
hereby ree.1:&bli.hed in full force and effect, and the reduction in the royalty
rate i. re.,:inded .

Standard apl?8al paraqraph (.ee Handbook-J1OO-l, Chapter 1).

Authorized Officer

Di.tribution:

KKS-DKD, M.S. 3110

Fi.ld Ofj:ic. Fluid Mineral Op8ration.

ReI.3-306
5/12/95

BLM MANUAL
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Illustration 14

(VIII.B.l)
H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Letter of Notification of Suspension of

Operations and Production

I~ H~PlY HEft:H TU

United States Department of the Interior

BlRt:Al Clf I.A'I) "A'AC;t:"t:'T
3103 (Ottice Code>

Serial No.

(Date)

Le..-
Addr...

Dear

Your letteJ~ of .July 16, 1994, in behalf of ABC Oil CIDpany, reque.t. that a

.u.pen.ion of operation. and production be granted for Federal lea.e. ISerial

n WIlber. \ ct-itted to the Ruby unit agreement .hould environmental con.ideration.

prevent thlt timely C0DD8nc8lD8nt of the initial unit -11.

The Ruby ullit agre-nt wae approved and bec- effective on Auguet 1, 1994, and
the appliclition for a permit to drill the initial unit -11 wa. filed on Kay 12,
1995. The D.S. Fore.t service eub.equently advi.ed that it would not be able to
c~plete ii;. environmental .tudy and approve the -11 location before June 1,
1996. Dnt;Ll the D.S. Fore.t Service ha. c~plet8d it. ta.k. in thi. regard, the
BLK cannot approve the application for a permit to drill the initial unit -11.

Therefore, pur.uant to the provi.ion. of 43 CFR 3103.4-2, approval of your
application for .uBpen.ion of operation. and production on lea.e. rSerial
numberBI ill granted. The .u.pen.ion i. effective June 1, 1995, the fir.t day of
the month ;Ln which the c~plete application wa. filed, and .hall remain in effect
for an indjifinite term. The .u.pen.ion will be lifted upon approval or denial of
the appliclition to drill, or when the authorized officer deem. the .u.pen.ion i.
no longer ;In the intere.t of con.ervation.

Sincerely,

Authorized Officer
Field Office operation.

Di.tributic)n:

Stat. OJ~fic. Lea.. Adjudication

KMS-DMD" M.S. 3110

SMA (if other than BLM)

Rel. 3-306

5/12/95
ELM MANUAL
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(VIII.B.2)
H-JlOJ-l -FEES, RENTALS, AND ROYALTY

Format for Decision Notifying Lessee of Suspension of

Operations and Production and Suspension of Lease Term and Rental

"'R':PIYRf'.':RT(1

United States Department of the Interior

BlRt:Al ..F J.A'I) \1A'A.;t~~t:'T

3103 (Office Code>
Serial Ho.

AIL--RETURN RECEIPT REQUESTED CERTIFIED H

DECISION
L /Addr...

Oil and Ga.

Lease Term and Rental Susnended

A .uspen.icn of operation. and production in accordance with 43 CFR 3103.4-2 has
been grant.d effective IDate\ , for oil and ga. lea.e ISerial number\ .

Under the .u.pen.ion of all operation. and production, the lea.e term and rental
payment for thi. l.a.. al.o i. .u.pended eff.ctiv. IDate\ .The r.ntal
.ubmitted for th. l.a.e year during which the .u.pen.ion wa. granted will be
retained in it. entirety, with th. balanc. appli.d to the remaining month. in the
lea.e year after the .u.pen.ion ha. been lifted. The expiration dat. of the
lea.e will be adju8ted at th. time the 8U8pen.ion i. lifted.

Authorized Officer

Di.tributicln:

HHS-DMD, M.S. 3110

Field atfice Fluid Mineral Operation.

SMA (if other than BLM)

ReI. 3-306
5/12/95

ELM MANUAL
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H-JlOJ-l -FEES, RENTALS, AND ROYALTY

Format for Decision Notifying Lessee of Suspension of

OpE!rations and Production and Suspension of Lease Term and Rental

I" ~PLf REfERT"

United States Department of the Interior

Bt'R[At C)f I.A'I) \1A'A(;[\1t:'T

3103 (Office COde)
Serial No.

tAIL--RETURN RE~IPT REOUEST!:D CERTIFIED ~

DECISION
Le /Acid%...

Oil and Ga.

Lease Terms and Rentals Susoended

A .u.pen.ian of operation. and production in accordance with 43 CFR 3103.4-2 ha.
been 9rant.d effective CDatel , far each of the oil and 9a. lea.e. li8ted below,
which are committed to the CHarnel Unit.

(S.rial number.)

Under the .u.pen.ion of all op8ration. and production, the lea.. term and rental
payment. for each of the lea... al.o are .u.pended effective IDatel .The
rental. .ubmitted for each of the lea... will be retained, with the balanc.
applied to the remaining month. in the lea.. year for each of the involved lea...
after the .u.pen.ion ha. been lifted. The expiration date. of each of th. lea...
will be adju.ted at the time the .u.pen.ion i. lifted.

Authorized Officer

Di.tributiorl:
MHS-DHD, M.S. 3110
Field attic. Fluid Mineral Operation.
SKA ( if ,other than BLK )

B::M lijANUAL
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Illustration 16

(VlII.B.4)
H-3103-1 -FEES. RENTALS .AND ROYALTY

Format for Accounting Advice Showing Suspension of

Lease Term and Rental

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

I Fonn 1370-41
(March 1984)

No.1420168
-04

5ubJOCl SUSPENSION OF LEASE TERM AND RENTAL

Appl,canl

RemIlLe'

A..i~or

LEASE MANA(;EMENT DATA ONEW IXJt'PDATE []PA YMF:NTI

ORIGINAL :;ERIAL NO I ASG TYPE I ST RATE

GAG 30001

AMOUNT ACTUAL UNITS

ASSIGNMENT SERIAL NO RATE

AMOUNT ANV DATC,~DA-TE lII1LL c,.c I SIC' I D1STRJli I NEXT BILL

APPL1, REMI1-rANCE
ACTION i R.marks

Suspension of operations and production

effective 4/1/95.

FILJN(; FEE

RENTAL
Annual rental suspended.

UN~ARN~D

RErUN/)

"JTAL

~& DATE 5/3/958' L
Lo... on !:",ro.'

O I\!;R'

O Aulo t;",-I""",'
O Aulo K..nl'"'

FOR MMS USE ONL y
"'LLt;t; FOREST KEFU!iE

~t:~B~:R
(,r Int.r..t"

(1...r.t,n. R..hl,"

(1,..r.lUr

1'"n.I"I..1"

BLM MANUAL

Supersedes Re!.
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Illustration 17

('lIII.C.1)
H-31O3-1 -FEES, RENTALS, AND ROYALTY

Format for Memorandum Notifying State Office Adjudication Section

of Lifting of Suspension of Operations and Production

IN Rt:PLI" R[f[RTO

United States Department of the Interior

BlRt:Al C)F 1...\"' ~..\,..\(;t:~.:'T

3103 (offic. Cod.)
S.rial No..

{Dat.)

K~randum

iitate Director IPluid Mineral. Adiudication Code}

Irl\lid Office Pl\lid Mineral Operation.

To:

Fran:

Subj.ctl J~iftinq of Su.pen.ion of Operation. and Production and Ext.n.ion of
Jt.8aa.. by Drillinq

The .u.penilion of operation. ancl procluction for the followinq 1 , coamittecl

to the --U~ame) Unit AGreement, wa. lifted effective Auqu.t 1, 1994.

( Seri&l nUlDb8r. )

Operation. were in progre.. over the expir.tion date on Lea.. WYW 89043 which i.
al.o cOlllDi.~ted to the CHarnel Unit Agreement. Operation. h.ve progre..ed to
the point ,~h.re the determination can be made that the requirement. at 43 CFR
3107.1. ex.~eneion by drilling. have been met and there are no objection. to
granting .,..ch an exten.ion for lea... CSerial number.1 .

Any que.tion. may be addre..ed to IHarnel at CTeleDhone\ .

Di.tribution:
State Office Lea.. Adjudication
SKA (if other than BLM)

BLM MANUAL

S"oersedes Rei.

ReI. 3-306
5/12/953-123



Illustration 18, Page 1

(VIII.C.2)
H-31O3-1 -FEES, RENTALS, AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

I" KEPI.¥ REfER TO

United States Department of the Interior

BlRt:Al CtF I.A,!) "A'AC;t:"t:'T

3103 (Office Code)
Serial Ho. NDM 31005-8

February 27, 1990

IAIL--RETURN RECEIPT REQUESTED CERTIP'IED .

DECISION
Le /Add%'...

Oil and Ga.

Sus1'ension of ODerations and Production Lifted
Lease Term '!xtended

Additional R!.ntal Due
Lease Account 'rransferred

Oil and qali lea.e NDM 31005-8 wa. i..ued effective March I. 1979. for a 10-year
term endin~1 February 28. 1989. Operation. and production under the lea.e were
.u.pended 1'rom February I. 1989. until NovlBber I. 1989. At the time the
.u.pen.ion wa. lifted. the lea.e term and t'ental re.umed with 1 month remaininq
in the priD.ary term of the lea... A. a re,.ult. the oriqinal expiration date wa.
adju.ted tCI November 30. 1989.

Due to dilj.gent drillin9 over the expirati,~n date of November 30, 1989, and in
accordance with 43 CFR 3107.1, the lea.e t,arm i. .xtended 2 year. throu9h
November 3CI, 1991, and .0 10n9 thereafter a. oil or 9a. i. produced in payin9

quantitie..

The lea.e I'ccount for oil and 9.. le..e NDII 31005-8 i. beinq tr.n.ferrad to tha
juri.dicticm of the Mineral. Management Service, Royalty Management Program,
P.O. Box se110, Denver, CO 80217-5810.

Well No. FI'deral 1-8 wa. completed February 9, 1990, on the SE1/4SE1/4,
Sec. 8, T. 139 N., R. 103 W., Sth P.M., Golden Valley county, North Dakota.

Advance rental wa. paid February 3, 1988, tor lea.e year 1988 which eati.tie.
rental re~lirement. throu9h November 30, 1989. Eleventh year rental wa. paid
February 2!i, 1989, tor lea.e year 1989. The eleventh year rental ha. been
applied a. indicated below:

Lea..

~

12/01/89 t,hru

02/28/9(1

Date Rental
Paid

02/25/89

Amount

~

$50.00

Amount

~

$200.00

Excess

~

$150.00

ReI. 3-306
5112195

BLM MANUAL

Supersedes Rei. 3- 123



Illustration 18. Page :1

H-3103-1 -FEES, R&~TALS, AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

BLM MANUAL

Supersedes Rei. 3-123

Rei.3-306
;; 5/12/95



Illustration 18. Page

H-3103-1 -FEES .RENTALS .AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

ReI. 3-306

5112195
BLM MANUAL

Supersedes Rei. 3-1~



Illustration 16, Page 4

H-31O3-1 -FEES, RENTALS, AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

ReI. 3-306
5/12/95

BLM MANUAL

Supersedes Rei. 3-123



Illustration 15, Page 5

H-31O3-1 -FEES, RENTALS, AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

I~ RI:PL' RI:.-t:R TO

United States Department of the Interior

BlRt:AI CtF I.A'» "A'AC;t:"t:'T
3103 (Office COde)
Serial No. UTU-21036-A

OCtober 11, 1991

CERTIFIED K~IL--RETUP.N RECEIPT REQUESTED

Le /Addrll.. DECISION

Oil and Ga.

SuBt)enBion of Production and ODerations Lifted
Unit Aoreement Termination Noted
Lease Term Extended -Rental Due

oil and qa. lea.e UTU-21036-A wa. i..ued effective January 1, 1976, for a 10-year
term endinq December 31, 1985. All operation. and production under the leaae
-re auspended effective fraD January 1, 1985, until september 1, 1991. At the
t~ the au.pen.ion waa lifted, the leaae term and rental rea~d with 2 full
year. r-il1inq in the primary term. In vi- of the auapenaion, the new
expiration ,~ate would be Augu.t 31, 1993.

The Hatch Canyon Unit Agreement terminated effective Sept~r 18, 1991. A. a
re.ult, oil and ga. lea.. U-21036-A i. no longer committed to the agreement.
Pur.uant to 43 CFR 3107.4, the lea.e term i. automatically extended 2 year.
through September 18, 1993, and for .0 long thereafter a. oil or ga. i. produced

in paying quantitie..

Rental wa. paid for lea.e year 1985 which will .ati.fy the rental due for the
4 month. in 1991 (September, October, November, and December) and 8 month. of
1992. Rental in the amount of 5240.00 i. now due for the remaining portion of
lea.. year 1992, being September 1, 1992, through Dec~r 31, 1992. Thi. rental
amount mu.t be paid within 30 day. from receipt of thi. deci.ion. The rental
payment mu.t be made to the:

Mineral. Mana98m8nt Service

Royalty Mana98m8nt Pro9ram
P.O. Box 5640

Denver, Colorado 80217-5640

railur. to pay the rental within the tim. allowed will r..ult in automatic
termination of the lea.. a. of September 1, 1992.

Authorized Officer

Di.tributicnl
HHS-DMD, M.S. 3110 (with acccuntin9 advice tc nctify cf account change)

Field affice Fluid Mineral Operaticn.
SKA (if other than BLK)

Re15A21~~BLM MhNUhL

Supersedes Rei. 3-123



I11ustration 18, Page fj

8-3103-1 -FEES, RENTAlS, AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

BLM MANUAL

Supersedes Rei.

ReI. 3-306
5/12/953-123



Illustration 18, Page 7

H-31O3-1 -FEES, RENTALS, AND ROYALTY

Format for Decisions Notifying Lessee of Lifting of

Suspension of Operations and Production

2

.ease Serial Number

UTU-54214

UTU-54215
UTU-54216

UTU-54217

UTU-54218

UTU-54219

UTU-54220

UTU-54221
UTU-54222

UTU-54223

UTU-54224
UTU-54225

UTU-54226
UTU-54227

UTU-54228

UTU-54229
UTU-54232

UTU-54234

j\mount Due (3 Month. Renta11

$160.00
$130.00

$159.75

$145.00

$115.75

$152.75

$160.00

$152.50

$130.00

$120.00

$160.00
$ 30.00

$ 60.00

$160.00

$160.00

$140.00
$ 80.00

$110.00

TOTAL $2,325.75

The additional rental in the total amount clf $2,325.75 for the remainder of lease
year 1991-1992 is due and payable within 30 days fran your receipt of thi.
deci.ion. rhe rental payment mu.t be .ent tOI

Mineral. Managament Sel~ice
Royalty Management Pro~rram
P.O. Box 5640
Denver, Colorado 80217

Failur. to pay th. additional r.ntal within th. t~ allowed will r..ult in
automatic termination of th. l.a... a. of Jun. 1, 1991.

Aut;horized Officer

Di.tribution:
KMS-DKD, M.S. 3110 (with accounting advic.. to notify of change. in account.)
Fi.ld Offic. Fluid Mineral Operation.
SKA (if other than BLK)

ReI. 3-306
5/12/95

BLM MANUAL

Supersedes ReI. 3-123



Illustration 19

(VIII.C.2)H-31O3-1 -FEES, RENTALS, AND ROYALTY

Charts for Prorating Rental -Computing Daily and Monthly Rental

Chart. for Comnut:inc Daily and Mont:hly Rent:al

OIL AND GAS ACREAGE RENTAL

FRJ\CTIONAL FACTORS

OIL AND GAS RENTAL CHART
FOR COMPUTING DAILY RATE

MONTHS

-

-FAC'1'OR
50~ Per $1 Per

-Acre Acre

-.04167 .08333

-.oe333 .16666

-.12500 .25000

-.16667 .33333

-.20833 .41667

-.25000 .50000

-.29167 .58333

-.33333 .66667

-.37500 .75000

-.41667 .83333

--.45833 .91667

Multiply f,actor by number of
.cre. to ci,.termine th. amount

of r.nta1 for the perioci of time

1... than I. year.

Round up al:re. to next acre
and multiply by factor.

For $1.50 J~at., multiply total
by 1.5, $2 rate by 2, etc.

ReI. 3-306

5/12/95
BLM MANUAL

Supersedes Rei. 3-123



Illustration 20, Page 1

(VIII.C.6)H-3103-1 -FEES, RENTALS, AND ROYALTY

'ormat for Accounting Advices Showing Lifting of Suspension

of Operations and Production

UNITED STATES
DEPARTMENT OF THE INTERIOR

BlJREAL' OF LAN[) MANAGEMEt\'T

RECEIPT AND ACCOUNTING ADVICE

I Fo"" 1370-41
(March 1984)

No.142017143

5uu'..c REACTIVATE LEASE FROM SUSPENDED STATUS

Appl,c&nl

~III.'

ACRES!UNITS

1('11.1111

RATE

AMOUNT I ACTUAL UNITS

9/1/e9 E UTO4

ASSIGIIM£IIT S£RlA1.IIO -I AS(; ACRES/UNITS RATl

iHiLL r,r I s'r I ACTUAL UNITS

,
APPLY REM:1iA"l'[

Rornark.FU"!)~YMII()L I tor\ AMUl:NT

rJLIN(;f£L Suspension granted effective 2/1/93.

Suspension lifted 2/1/95.
RENTAL

New expiration date is 8/31/96.

l!Nt;ARNED

Rt:rl'NII

TCITAI.

AMclt:"T Ill't

NOTE: No MMS billing notice required.
-See attached BTl-! decision dated

(~ate) that requests Sth lease

-;;-ear-rental.

~-R~ ~~ UATE !./2n/Q~

FOR MMS USE ONLY
DII.I."" I roRESTKLru{it.

SI:MRt:1I

, '-' ~- In l",-'
C I\I;S'
r-:;.
i.,X; "uLu t:~.I..","
O "U",I!.onl'.

"r Inl.r...

"Iwraunw 1!1."...'

","'r ,

I\..nol fol..I"

CIl.~ !\~:(.Tj(I"

ReI. 3-306

5112195
BLM MANUAL

Supersedes Rei. 3-123



Illustration 20. Page 2

H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Accounting Advices Showing Lifting of Suspension

of Operations and Production

UNITED STATES
DEPARTMENT OF THE I"'TERIOR

BUREAl' OF LANfl MA~AGEMENT

RECEIPT AND ACCOUNTING ADVICE

I Form 1370-..1
(Mo.ch 1984)

No.142017325

SUb)OCl REACTIVATE LEASE FROM sUsPEI{DED STATUS

Appl,canl

~1".'

I~
RATE

MT~I 87878

AMI>L'NT

-IRn-nO

~

DISTRICT ACTUAL UNITS

10/1/88 9/30/95 E MTO2

ASSIGNMENT SERIAL NO ASG rUNn S\"MBUL
ACRES:UNIT!i RATl

AMOl'NT lA~V OAT£ , -~XP OATf:
ACTUAL UNITS

ACTIOI; rt:I;()J;YMIlI)L I t"T' AMOI.:I;T R.marks

Suspension granted effective 2/1/92.

Suspension lifted 2/!/94.

New expiration date is 9/30/95.

FILJN(; rf:E

RENTAL

Please issue an ~IS courtesy billin~ notice

for the lease year 10/1/94 to 9/30/95.I '~f:AR~t:D

RF:t"l:"1>

TlITAl.

I.M(ll'.~T Ill'£

1-J ~- on l,..,ro..

C I\(;S"

[XJ Auw t:,c.I.",,"
= AuwK.' "

clf 1"'Or"""

CI,..rat,"r K.rht,"

"I..r",",

Ii""" f",""

(It"S ~~:("TI(I~

BLM MANUAL

Supersedes Rei.

Rei. 3-306

5/12/95
3-123



I11ustration 21

(VIII.D.l)H-3103-1 -FEES, RENTALS, AND ROYALTY

Fol~t for Letter of Notification of Suspension of Operations

I~ R~:PLY REYERT,

United States Department of the Interior

Bl:Rt:Al ftF LA'J) \lA'Af;t:\lt:'T

3103 (Office Code)
Serial Kc.

(Dat.)

L Addr...

D..r

Your 1.tt.t" of Augu.t 2, 1986, r.quested ., suspension of operation. for

F.d.ra1 oil and 9as 1.as. ISeria1 numberl--. This 1.as. is within a

black-foot ad f.rret study area.

Your requ..t for a .u8pan.ion of operation. in accordance with 43 CFR 3103.4-2
i. hereby .;ranted, .ubject to the following .tipulation.1

1. The le.a.e .u.pan.ion i. effective a. ot Sept8Dbar 1, 1986, and will be
lifted wheltl the moratorium on the black-footad ferret i. lit ted, or on
Septamber L, 1987, whichever c~. fir.t. You may reque.t an exten.ion if it
appear. thll moratorium will not be lit ted by (Datel .

2. Upon llftinq of the eu.pen.ion, the period durinq which the .u.pen.ion was
effective 1iill be credited to your primary leas. term.

3. During the .u.pen.ion, you are required to continue to make annual rental

and/or royiuty payment., includin9 any minimum royalty payment. due.

If you hay,t any que.tion., plea.e notify -CHarnel at CTeleDhonel in thi.
office.

Sincerely,

Authorized Officer
Field Office Operation.

Di8tribution:
State Oj:fice Lease Adjudication
KMS-DKD, K.S. 3110 (if 1ea8e i8 in nonterminab1e 8tatu8)
SMA (if other than BLK)

BLM MANUAL

Supersedes Rei.

D-1 .'-.'n,-

5/12!95
3-123



Illustration 22

(VlII.D.7)H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Accounting Advice Showing Suspension of Lease Term Only

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OFLANO MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

I Form 1370-41
(M.rch 1984)

No.142017425

SUSPENSION OF LEASE TERMSub,..,c

Appl,canc

Remlll"'

A..,..or

LEASE MANA(;EMENT DAI~. .E OPAYMF:NT

ORIGINAL SERIAL NQ ST CTY rVN[J SYMBOL At:RESiUN!TS RATE

5003 640.00 1.00MTM 59103
-

AMOUNT AN\' D~TE j EXP,DATE
UD!M ACTUAL UNITS

5/!/86 99/99/9999 s MTO2

ASSIGNMENT SERIAL NO ASG rUNJ}SYMBOL ACR£SiUNITS RATl:

AMOUNi I AN\' DATE
ACTUAL UNITS

ACTION Romark.
ru"D!;YMUI!!, ! (.7\ AMUL'NT

FlLIN(; fEE

RENTAL

Suspension of operations approved

effective (Date)

~O~E: Annual rental is NOT suspended and

the ~~S courtesy biIling notices are
to continue to be issued by the

MMS.UNEARN~;D

RErUNIJ

TlITAL

II y ~ ..$-..L
A

- -~ATE '2/19JiJ/
II... In t:",ro..c

O KI:';'

O .\UIO r;","i-",,'
O Au"' I!"np.."'

FOR MMS USE ONLY
DILLr.r. i YaREsT Kt:.U(,t:

!

~LMBt:R

,)r Inlor",'"

(1,...ratln. R..n,,"
(1,..r-""
I'..nll ,II","

()l";; :iEl.TJ()'.

ReI. 3-306
5112195

BLM MANUAL

Supersedes Rei. 3-123

~T l)l'E



Illustration 23

(VlII.E.l)8-3103-1 -FEES .RENTALS .AND ROYALTY

Format for Memorandum Notifying State Office Adjudication Section of

Lifting of Suspension of Operations

IN REPLY REfER TU

United States Department of the Interior

BI"RE,\1 CIF I.A'» "A'Ac;t:"t:'T

3103 (Ottice COda)
Serial NO8.

(Dat.)

M8DOrandum

Tol litate Director IFluid MineralB Ad-judication Code\

]~ield Office Fluid Mineral Operation.FraDI

Subj.ct, I:.ifting of Su.pen.ion of Operation. -Lea.. ISerial number\

A .u.p8n.ion of op8ration. in accordanc. with the requ1ation. at

43 CFP. 310:1.4-2 wa. approved for the .ubj.ct 1.a.e effective

April 1, 1~'93. The .u.pen.ion ha. been lifted effective April 1, 1995.

Di.tributicn:
HK5-DKD, H.S. 3110 (if 1.a.e i. in ncnterminab1. .tatu.)
SHA (if other than BLH)

ELM MANUAL

Supersedes Rei. 3-123

Re~.3-306
-.112/95



Illustration 24

(VIII.E.5)
H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Notice to Lessee Adjusting Lease Term Upon Lifting of

Suspension of Operations

ReI. 3-:')6
5/121 '5

BLM MANUAL

Supersedes Rei. 3-123



IllustratIon 25

(VIII.E.6)
H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Accounting Advice Showing New Expiration Date

When Suspension of Operations is Lifted

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LANJ) MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

IFonn 1370-41
(Morch 1984)

No.142017625

SubJOC' REACTIVATE LEASE FROM SUSPENDED STATUS

App),c&n'

hmlu",

A...por

LEASE MANAGEMENT DAI~ , --[]PA YMF:NT I

ORIGINAL SERIAL NO , ASG RATE

MTM 38998 OG 25

AMOUNT ACTUAL UNITSU.rM

I 8/ 1/8', 7131195 ~O2

ASSIGNMENT SERIAL NO. ! ASG rUNP SYMBOL ACRES/UNITS RATL

AMOUNT I AN\' DATE I EXP DATE 1II11 L cy~1 i ACTUAL UNITS

APPLY REMI1iANCE

ACTION rUNDSYMHOL AMOUNT

F'ILJN(; FEE

RENTAL

Romarks

Suspension of operations approved

effective 911193.

Suspension lifted effective 911194
New expiration date is 7131195.

UNt:ARNt:[)

RErUNn

TlJTAL

AMOUNTUuE B' DATE 10/3/94

Lo... In E""ro~'

D Kt;:;'

D AulD f: I.I.'.'
D Auw 1I..nC'"'

FOR MMS USE ONLY
IIILLt.t.fOREST KEf"UGE

~UMBt:R
c)r Inlrr..l:'

()I..ra"nR R,Rhl':

CI,..r.,",

I\"nll rol.,.l"

0('8 ~t;('TIO~

Rel. 3-306
5/12/95

BLM MANUAL

Supersedes Rei. 3-123



I11ustration 26

(VIII.F.l)
H-3103-1 -FEES, RENTALS, AND ROYALTY

Format for Letter of Notification of Suspension of Production

IN RI:PL \' REYI:H TO

United States Department of the Interior

BlREAI Ctf I.A~U \tA~AC;..:\t..:~T
3103 (Office Code)

Serial No.

(Date)

L88888
Addr888

Dear

We ar. in r.ceipt of your r.que.t for a au.pen.ion of production for leaa..
ISerial nun~ and ISerial number\ and a..ociated well. in accordanc. with
43 CFR 310"1.4-2. Pur.uant to current policy, your reque.t i. approved .ubject
to th. folJ.owing condition. :

1. The .ullpen.ion of production i. .ffectiv. October 1, 1994, and will ands

..~I th. fir.t day of the month in which production i. r..umed,

b. 8j~y day. after notification fraD thi. offic. that th. pric. of 011
ha. ri..n to a pric. that make. it .conomi,ca11y fea.1b1. to re.ume production,
or

c. M.y 31, 1996, whichever i. .ooner.

2. Th. 1.1... and w.ll. will be maintained in .uch a manner a. to prevent any
damage to I1latural resourcee (surface or .ubsurface).

3. Lea.e -(Serial number\ i. in it. extelrlded term by production; therefore,
tolling of the lea8e term will not be appLLcable.

4. Lea8e -(Serial number\ i. in it. pr~ary term; therefore, tolling of the
lea8e term will be applicable.

During the time that the .u.pen8ion of production i. in effect, you are .till
required tc, file Monthly Report. of Operation (Form )O(S-3160) with the
Mineral. KI.nag8lD8nt Service. Minimum royalty payment. for both leaee.
continue tC' be required during the period ,~f thi. .u.pen8ion of production.
Thi. offici, mu8t be notified within 5 day. of re.uming production on the
lea.e..

If you need 'additional information, please notify tName\ at ITelet)hone\
in thi. office. Your cooperation in thi8 Iutter i. appreciated.

Sincerely,

Authorized Officer
Fi,ald Office Operation.

Di.tributic,n:
MKS-DKD, M.S. 3110
Stat. Office Le..e Adjudication
SMA ( if other than BLM)

ReI. 3-306
5/12/95

BLM MANUAL

Supersedes Rei. 3-123



Illustration 27

(VIII.G.l}
H-31O3-1 -FEES, RENTALS, AND ROYALTY

Format for Memorandum Notifying State Office Adjudication

Section of Lifting of Suspension of Production

I" REP1. ,. REFER TO

United States Department of the Interior

BIREAI C~F I.A'I) MA'AC;EMt:'T

3103 (Office Code)
Serial NO8.

(Oat.)

Memorandum

To: State Director IFluid MinerAl. Ad;udication Code\

Fr~J rield Offic. Fluid Min.ral Operation.

SubjectJ :~iftin9 of Su.pen.ion of Production for Lea...
.ISeriAl number\ and ISerial number\

A .u.pen.iDn of production w.. approved eff.ctive October 1, 1992, for the
.ubject leji The .u.pen.ion w.. lift.d effective April 1, 1994, due to
re.umption of production on both 1

Lea.. ~~ial number\ wa. in it. primary t.rm wh.n .u.p8nded and will
require ad:ju.tment of the expiration date.

Qu.8tion8 lrlay be addre.8ed to (Namel at (Telet)hone\ .

Di.tributic,nl

MMS-DHD, H.S. 3110

SHA (if other than BLH)

ELM MANUAL

Supersedes Rei.

Rei.3-306
5/12/953-123



Illustration 28

(VIII.G.5)
H-3103-1 -FEES, RENTALS, AND ROYALTY

FcIrlDat for Notice to Lessee Adjusting Lease Term Upon Lifting

of Suspension of Production

I~ REPl. " RE.-ER TO

United States Department of the Interior

BlRt:AI ..f I.A'I) \1A'AC;..:\1..:'T

3103 (Office Code)
Serialllo.

(Dllt.)

NOTICE
Le..-/Addr...

Oil and G..

Liftina of SusDension of Production Noted
Lease Term Ad~

Oil and ga. lea.e ISerial number\ wa. i.llued effective Hay 1, 1985, for a
10-year terM ending April 30, 1995, and .0 long thereafter a. oil or ga. i.
produced in paying quantitie..

A .u.pen.ion of production for the lea.e, jln accordance with 43 C!'R 3103.4-2,
wa. approved effective October 1, 1992, whj,ch .u.pended the lea.e term. The
.u.pen.ion wa. lifted effective April 1, 1!194.

In view of the above, the new expiration dlLte of the lea.e i. October 30,
1996.

Au1;horized Officer

Di.tributicnl
KMS-DKD, M.S. 3110
Field Office Fluid Mineral Operaticn.
SKA (if cther than BLK)

ReI. 3-306
5/12/95

BLM MANUAL

Supersede,; Rei. 3-123



Appendix 1, P&ge 1

(II.F)

8-3103-1 -FEES, RENTALS, AND ROYALTY

~ence List of Decisions Addressina Oil and Gas Lease Rentals

Solicitor's OPinion M-36592, (January 21, 1960)

This opinion concerned the segregation of leases resulting from partial
commitments of an oil and gas lease to an approved unit and the Mineral
Leasing Act containing no authority for the Department to segregate a
unitized lecLse into 8eparate leases upon partial elimination from a unit
plan by reaElon of contraction of thl~ unit area.

Department clf the Interior Decision 11.-28895, (June 4, 1962)

In the case c. w. Trainer, the autorQat
of the MineJ:'al Leasing Act, &8 amended
due to otheJ:' contingencies, additional
than the &nI1,iversary date of & lease.

Solicitor's Opinion M-36629, (June 25, 1962)

A unitized lease shall not be subject to automatic termination under
Section 31 of the Mineral Leasing Act if there is a producing or producible
well anywhere on the unit.

-81.8===888

Department of the Interior Decision A-29849, (June 3, 1964)

An oil and gas lease on land within the known geologic structure of a
producing gas field which attains a minimum royalty status because of
inclusion in the participating area of a producing gas unit but on which
there is no producing or producible well and which is subsequently extended
as a consequence of the termination of the unit reverts to a rental status
and is subject to the automatic terlIlination provision of the act of July 29,
1954.

Re1.3-306

5/12/95

BLM Manual

Supersedes Rel. 3-:l23

ic termination provision in section 31

, does not apply to a situation where,

rent may become due on a date other



Appendix 1, Page 2

8-3103-1 -FEES, RENTALS, AND ROYALTY

Decision of Chief, Office of Hearinos and Appeals. Bureau of Land

Manaoement, (March 29, 1968)

In the case of ~c. McBride, it was noted that only part of the land
covered by the leilse in question was unitized, and further, that only
specific formatiolls in and under part of the leased lands were unitized.
BLM held that two leases were segregated, one from the other, by this
unitization. One lea8e covered only those formations under the land
unitized, and the other lease covered only those lands not unitized and
those formations \:mder the unit which were not unitized.

Department of the Interior Decision 1\-308'97, (1\pril 2, 1968)

In the case of ~Jack Foster, part of the lands covered by a noncompetitive
lease were committed to a unit plan. Of those lands not unitized, part were
later determined to be within the limits of a KGS of a producing oil and gas
field. Of those lands within the unit, part were included within a
participating area and part were not. Later those lands within the unit,
but not participating in the production of oil and gas, were excluded from
the unit. The Department held that the rate of rental for each acreage was
as follows:

a. Acreage witlt1out the unit, prior to the determination that part of the
same was within thl! limit. of a KGS of a producing oil and gas field,
25 cent. per acre J?er year (non-KGS rate) .

b. Acreage without the unit subsequent; to the determination that part of
the same was within the limits of a KGS of a producing oil and gas field,
$1 per acre per yeiLr (KGS rate) .

c. Acreage within the unit and participating in the production, minimwn
royalty in lieu of rentals.

d. Acreage within the unit but not par'ticipating in the production,
So cents per acre per year. This acreage was charged rental on the basis of
a noncompetitive lElase without the limits of a KGS of a producing oil and
gas field, but extEmded beyond its primary term. In the past, the rate of
rental increased from 25 cents to So cents upon such an extension.

~
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Solicitor's OPinion M-36776, (May 7, 1969)

Whether a partial unitization of less than all formations within the
boundarie,s of a Federal oil and gas lease affects a horizontal segregation,
in whole or in part (i.e., as to a particular tract therein), of the patent
(sic) lease into two leases, one of which embraces only the unitized
formations depends upon (1) the intent of the parties to a unit agreement,
(2) the fac1~s and circumstances of the unitization, and (3) the
understandiJlg of the Secretary, or his delegate, when approving the
agreement all to the reasons for and the goals to be attained pursuant to
such unitiziltion.

Standard Oi:L Company of Californiavs. Roaers C. B. Morton. et al.,

(450 F. 2d 4L93 (9th Cir. 1971) )

The court r\lled that rental on leases partially eliminated from a unit area
remain at the rate specified for nonparticipating unitized acreage and not
the rental l~ate for lands within a :KGS. However, had the entire lease been
contracted out of the unit, the rental rate for land within a KGS would
apply since a portion of the lease 'was within the boundary of such a
structure.

Husky Oil Company of Delaware. DeDci~, Inc., S IBLA 7 (February 18, 1972)

Where a producing lease oil and gas lease is partially committed to a unit
agreement and the segregated uncommitted lands do not contain a well capable
of producin~, oil or gas in paying qLlantities, the segregated lease is
subject to payment of annual rental on or before the anniversary date of the
lease. WheJ~e the lessee is not inf,ormed of approval of the unit agreement
and segregat;ion of the uncommitted lands into a new lease effective April 1,
1970, and hE! did not received notic,e until some five weeks thereafter of
such actionll and subsequent to anniversary date of the lease, May 1, 1970,
the segregat;ed lease is not automatically terminated under 30 U.S.C. 188
(1970) for j:ailure to pay the annual rental on or before the anniversary
date of the lease. Congress intended that the automatic termination
provision oj: 30 U.S.C. 188 (1970) apply to the regular, annual rental
payment, thE! necessity for which a lessee had continuous notice and that
provision WcLS not intended to apply to a case where a lessee had no way of
knowing that; the obligation had accrued.

Rel. 3-306
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Buttes Gas & Oil (~ompanv, 13 IBLA 125 (Se:ptember 25, 1973)

Where an oil and ~las lease has been segregated horizontally, the holder of
each resulting lease is liable for payment of rental and royalty based on
the entire area included in the segregated lease, notwithstanding this may
result in multipl,! payment of rental or royalty for the same land.

Duncan Miller, 17 IBLA 128 (September 12, 1974)

Rental for Future and Fractional Interest Leases. Where the United States
owns 100 percent of the gas and SO percent of the oil in a tract of acquired
land, rental for I~ oil and gas lease on such land will be based on the
larger fractional interest owned by the United States, and not on an average
of the separate fx'actional interests .

Odessa Natural COI~, 30 IBLA 28 (April 11, 1977)

When an oil and ga.s lease is in royalty s't.atus and acreage containing the
well is segregated into a new lease by approval of an assignment, the

nonproductive lease does not terminate for failure to pay rental timely if
the Bureau of Land Management does not inform the lessee of the segregation
until after the anniversary date of the llaase.

--====

Shell Oil Co., 30 IBLA 290 (June 1, 1977)

The lessee of an oil and gas lease, issued after Sept. 2,1960, which has
reached the end of its primary term, must submit the rental for the first
year of an anticipated extended term unde,~ 30 U.S.C. 226(e) (1970) on or
before the regular anniversary date of thta lease. Failure to submit the
rental timely will result in the automatij: termination of the lease by
operation of law under 30 U.S.C. 1BB(b) (:1970). Unless the lessee can show
that he is entitled to reinstatement of tJ:lis lease under 30 U.S.C. 1BB(c)
(1970), the lease must be deemed to have 1~erminated at the end of its stated
term.

American Resources Manaqement Corp., 36 IBLA 157 (July 31, 1978)

The automatic termination provision in Sec:. 31 of the Mineral Leasing Act,

as amended, does not apply to a situation where, due to other contingencies,

additional rental :may become due on a dat,~ other than the anniversary date

of a lease.
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Funk Exploration, 73 IBLA 111 (May 23, 1983)

Where a lessee represents to BLM that 40 acres of a 48.98 acre lease has
been committed to a producing unit and inquires about the rental amount next
due, BLM's answer that rental need be paid only on the 8.98 acres outside
the unit is correct. But if, in fact, the other 40 acres has not been
committed to such a unit on the anniversary date of the lease, the payment
of only the fractional rental will result in the automatic termination of
the lease.

---~KK=-K~
Walter S. Fees, Jr., 110 IBLA 377 (September 19, 1989)

The automatic termination provisior:lB of 30 u.s.c. 188 (1982), do not apply

to an oil and gas lease which has been committed to a unit, where there is

production from a unit well anywher'e in the unit.

Andrew HeLal, 122 IBLA 325 (March 11, 1992)

Under Sec. :31(b) of the MLA, as amended, oil and ga8 leases are subject to
automatic t.jrmination by operation of law for failure to pay the annual
rental in advance by the lease anniversary date. 30 U.S.C. 188(b) (1988).
The automatj.c termination provision does not apply to rental charges
becoming dUE! at a time other than the anniversary date due to the
termination of a suspension of the lease.

Rel. 3-306
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Ileference List of Decisions Addressina Oil and Gas Leas@

KiniJlllUlD Rovalties

Solicitor's OPinion M-36405, (June 13, 1957)

The minimum royalty payable by oil and gas lessees under Section 17 of the
Mineral Leasing Act, .8 amended (30 U.S.C. 226), i8 not subject to proration
when such leases are terminated prior to the end of any lease year.

Solicitor'e OPinion, (Hay B, 1962)

For the lea:Be year in which a partial assignment is effected, there should
be credited against the minimum royalty obligation on the assigned land any
actual roya:Lties paid thereon during that year, whether they be paid by the
assignor or assignee,

Department of the Interior Decision A-29849, 71 ID 233 (June 3, 1964)

An oil and ~las lease which attains a minimum royal ty status because of
inclusion ill the participating area of a producing gas unit but on which
there is no producing or producible well and which is subsequently extended
as a conse~lence of the termination of the unit reverts to a rental status
and is SubjE~Ct to the automatic ter1l11ination provision of the Act of July 29,
1954.

Department of the Interior Decision A-29816, (September 28, 1964)

An oil and ~,as lease which converts to a minimum royalty basis during its
primary tertII because of the discove:ry on it of oil and gas in paying
quantities remains in a minimum roy,alty status even though production
ceases, but it reverts back to a relr1tal basis if the lease is extended for a

five-year pEtriod.

Solicitor's OPinion, (February 6, 1968)

Minimum roysllty for leases segregatled by unitization should be determined on
the total ac:reage in the base lease at the beginning of the lease year and
all production royalty accruing dur.i.ng the lease year from that acreage
should be credited against the miniJnum royalty obligation.
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Department of the Interior Decision A-30897, 75 ID 81 (April 2, 1968)

When a producing J.ease is segregated into two leases upon partial commitment
to a unit, the nonunitized portion, which does not contain a producing well,

does not remain in a minimum royalty status but reverts to a rental basis

which is determinEId by its own situation.

Buttes Oil & Gas Company, 13 IBLA 125 (September 25, 1973)

Where an oil and g'a8 lease has been segregated horizontally, the holder of
each resulting lea.se i8 liable for payment of rental and royalty based on
the entire area included in the segregated lease, notwithstanding this may
result in multiple payment of rental or royalty for the same land.

Gulf Oil CorD. et ~, 21 IBLA 1 (June 16, 1975)

The minimum royalty required under an oil or gas lease following discovery,
but prior to actual production, of oil or gas, must be satisfied; if advance
royalties have been paid on take or pay payments made to a lessee-seller by
a buyer in lieu of receiving production from the lease, they may be credited
to the amount due for royalties on actual production in subsequent years,
but only to the extent they are in any year in excess of the amount of the
minimum royalties prior to the actual production.

E=========
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Listing of ALMRS (Case Recordation) Data Element (DE)
1775 and 2910 Action Codes Applicable to B-3103-1*

DE 1775 DE 2910

057
058
059
082
083
084
092
094
095
102
103
104
105
106
107
108
109
225
312
313
314
315
316
624
625
626
630
631
649
763
718

102
058
059
106
106
084
379
111
112
530
531
532
533
534
535
536
549
868
673
674
677
676
678
624
625
626
621
630
649
763
393

Notice sent-Prod Status#

Notice sent-Nonprod Stat#

MMS Re:Eund

Monies Requested@

Monies Received

Rental Received by MMS

Refund Authorized

Rental Received
MMS Pa~rment Deleted

Rlty Rate -121/2\#

Rlty Rclte -16 2/3\#

Rlty Rclte 12. 5-25\ Sch B#

Rlty st;ep 12.5-32\#

Rlty Rclte-Sliding-Sch D#
Rlty Rclte -5\#

Rlty RcLte -Other#

Rlty RcLte 12. 5-25\ Sch C#

Effectj.ve Date#

SUB OpEI/Prod Apln Filed@

SUB OpEI/Prod Apln Denied

Sus OPEI or Prod/pInt Reg#

Sus OPEI & Prod/No PInt#

Susp Lj.fted#

Rlty RE!duction Filed@#

R1ty REiduction Appv#

Rlty RE!duction Denied#

Rlty Reid-Stripper Well#
Rl ty Re:duction Lifted#

Lease P'aying Kin R1ty#

Expires#
Dec Issued

Notice Sent-Prod Status#
Notice Sent-Nonprod Stat#
MHS Refund
Monies Requested@
Monies Received
Rental Received by MHS
Refund Authorized
Rental Received
MHS Payment Deleted
Rlty Rate -121/2%#
Rlty Rate -162/3%#
R1ty Rate 12.5-25\ Sch B#
Rlty Step 12.5-32\#
Rlty Rate-Sliding-sch D#
Rlty Rate -5\#
Rlty Rate -Other#
Rlty Rate 12.5-25\ Sch C#
Effective Date#
Sus Ops/Prod Apln Filed@
SuB Ops/Prod Apln Denied
Sus Ops or Prod/pmt Reg#
Sus Ops & Prod/No Pmt#
Susp Lifted#
Rlty Reduction Filed@#
Rlty Reduction Appv#
Rlty Reduction Denied#
Rlty Red-Stripper Well#
Rlty Reduction Lifted#
Lease Paying Min Rlty#

Expires#
Dec Issued

*

@
#

See official fluid leasing data standards for complete listing.
Pending action required.
Mandatory use of action code required.
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Index by Keywords

~

Acceptable ]~emi ttances Accounting J~dvice -Notify MMS-DMD of Lifting of Suspension and Annual

Rental Payment Request. Accounting J~dvice -Show Exact Rental Due Date and Full Annual Rental

Rate. ..." Acquired LaJ1ds Act of 1947 Actual Roya:Lty Credited Against Minimum Royalty Appeal Made on Denial of Request for Lease Suspension Does Not Prevent

Lease Expiration. Automated C:Learing House Rental Payment Procedures Automated Notation -Election Under 1946 Act Automated Notation -Leases Remaining on Minimum Royalty Automated Notation -Leases Reverting to Rental Status Automated Notation (Royalty Reduction Approved) Automated Notation (Royalty Reduction Denied) Automated Notation (Royalty Reduction Request Filed) Automated Notation (Royalty Reduction Rescinded) Automated Notation (Stripper Oil Well Royalty Reduction Approved) Automated Notation (Stripper Oil Well Royalty Reduction Terminated) Automated Notation (Suspension of Operations and Production) Automated Notation (Suspension of Operations and Production Lifted) Automated Notation (Suspension of Operations Approved) ~...

Automated Notation (Suspension of Operations Lifted) Automated Notation (Suspension of Production Approved) Automated Ncltation (Suspension of Production Lifted) BLM Document.ation of Receipt of Monies Needs to be Submitted to MMS Bond D~mandsi for Royalty/Reclamation Costs Are Paid to BLM Cessation of Production Off Leasehold Cessation of Production On Leasehold Class II Reinstatements (Rental Rate Provisions) Class III Re,instatement (Rental Rate Provisions) Communitization Agreement Termination -Lease Without Well Reverts

to Rental Status. Communitization/Unit Agreements -Lease Rentals ~ Communitized Lease (Subject to Minimum Royalty) Compensation for Value of Gas Lost. Compensatory Royalty Assessments -Rental Due Compensatory Royalty May be Applied to Minimum Royalty Competitive Leases -1960 Act Rental Rate Change Competitive Leases -Pre-1960 Rental Rate Competitive Leases -Reform Act Rental Rate Complete Signature on Accounting Advice Current Policy on Overriding Royalty Provisions Decision Issued -Reduction Approved (Rental/Royalty Reduction Granted).

Decision Issued -Reduction Ended (Royalty Reduction Rescinded) Effect of Lease Segregation on Minimum Royalty Obligation Effects of Communitization on Royalty Rate~

6

65

45
32
23

61
6

21
47
47
54
53
53
55
56
58
62
68
69
71
73
74
20
40
42
42

9
9

42
14
23
Z4

9
24
11
13

8
20
76
54
54
25
39
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~

38
53
14

Effects of Uni tiza.tion on Royal ty Rate. Eligibility DeterlIlination (Royalty/Rental Reduction) Entire ContractioD, -Rental Rate. Excess Overridin9 Royalties No Longer Suspended by Secretary of the

Inter ior Fee Account Treasury Fund Symbol. Fees. Fractional Mineral Interests Must be the :;ame in Each Lease Full Year ' s Rental Required. Gas Storage Agreement Charges Not Applied to Minimum Royalty Grandfathered Lease. -Rental Rates. Horizontal Segregation -Rental for Entirl~ Lease Acreage Horizontal Segregations (Minimum Royalty/]~ental Obligation) KGS/FPGP Rent Increase Applies to Entire ]~ease Acreage KGS/FPGP Rent Increases for Class II-Reinl3tated Noncompetitive Leases...

KGS/FPGP Review for Grandfathered Noncomp,!titive Lease Offers Lease Eliminated from Unit Reverts to Ren1;al Status if No Producible

Well on Lease Acreage. Lease in Extended rerm in Minimum Royalty Status and Production Ceases

Reverts to Rental Status Lease in Rental Status When Suspension Gr.Lnted -Remainder of First

S-Year Lease Pe,riod Continues at Lower Rental Rate When Suspension

Lifted. Leases Affected by KGS/FPGP Determinationll Leases After 1946 :Subject to Minimum RoyaJ.ty Leases Exempt from Rental Increase for KG~~/FPGP Determination Made

After the Reforln Act. Leases Issued Prio:~ to 1960 Act -Rental Flates. Lease Suspension WI:1en Unit Declared Invalj.d. Lessee Notificatio]:1 of Lifting of Suspensj.on of Operations and

Production. MLA Revision of 19~50 -Rental Rate ChangeEI. MMS Notified of LejiSe Suspension (Suspens.i.on of Operations and

Production) MMS Refund Requesto on Accounting Advices Minimum Royalty. Minimum Royalty Ac(:rues After Discovery Minimum Royalty DUE! on Entire Lease Acreagle Despite Lease Segregation

Dur ing Lease Ye,Lr Minimum Royalty No1~ Affected by Lease Reinstatements Minimum Royalty No1~ Subject to Proration Minimum Royalty Ra1~e -Leases Before Refor'ID Act Minimum Royal ty Rat~e Not Changed by Reinst,atement. Minimum Royalty Ra1~e Provisions. Minimum Royal ty Rat;e -Reform Act Leases. Noncompetitive LeaEles Inside KGS -1960 Ac't Rental Rate Change. Noncompetitive Lea~les Outside KGS -1960 J\,ct Rental Rate Change. Noncompetitive LeaEles -Pre-1960 Rental Rates Noncompetitive Lea~les -Reform Act Rental Rate Nonparticipating Ac:reage (Subject to Rental)

76
2
1

18
17
24

15
25
49
49
50

44

43

72
49
16

50
13
60

63
11

62
19
21
23

24
24
24
22
10
23
22
11
11
13

8
23
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~

Nonunitized Lease Remains in Minimum Royalty Status After Production

Ceases. Notification of Change in Lease Status Required to be Given Lessee Notification of Lifting of Suspension of Operations Notification of Lifting of Suspension of Production Notification of Lifting of Suspension (Section 39 Suspension) Notification of Suspension Granted (Section 39 Suspension) Notification of Suspension of Operations Under Section 17(i) of MLA Notification of Suspension of Production Under Section 17(i) of MLA Notify Lessee of Lease Account Reversion Notify Lessee of Suspension (Section 39 Suspension) Notify KMS-DMD of Lifting of Suspension (Suspension of Operations and

Product ion) Older 20-Year "a" Leases -5 Percent Royalty Rate Older 20-Year "b" Leases -Sliding ~.cale 12~ -33 Percent Royalty Rate..

OUtside Participating Area/Non-KGS I~ental Rate Partial Assignment of Nonproductive Lands Reverts to Rental Status Partial As~ignments (Minimum Royalt~r Obligation) Partial Contraction -Non-KGS Rental Ra~e Participating Acreage (Minimum Royalty) Participating Area/Minimum Royalty ~ Participating Area -Minimum Royalty in Lieu of Rent Pre-1946 Leases -Advance Rental Credited Against Royalties Reasonable Diligence Using ACH. Reduction Approved (Rental/Royalty Reduction) Reduction Denied (Rental/Royalty Reduction) Reform Act Leases -Rental Rates Refunds. Refunds -KK,S Action. Refunds -Ov'erpayments to KKS. Reinstated C,ompetiti ve Leases. Reinstated L,aases -Rental Rates. Renewal and :~xchange Lease Rental Rates Renewal Leasle in Minimum Royalty at End of Term Reverts to Rental

Status. Renewal Leasle Rental Rate Reduction Procedures Rental Colle,=tion -BLK. Rental Colle,=tion -KKS. Rental Credi.r. During First 5 Years for Leases with Escalating Rental

Terms. Rental Credi.r. Not to be Refunded. Rental Diffe:C'ence Due to Lease Segregation/Partial Assignment Rental Due After Unit Contraction. Rental Due to KK,S While Lease Unitized Rental in Amount Equal to Next Full Acre Rental Not Ilrlcreased for Lands in KGS or FPGP Rental or Ro:r-alty Reduction Rental Pror a 1r. ion. Rental Rate :for Escalating Simul taneous Leases Changed by Reform Act

Regulatiolrls.

42
46
71
74
63
62
69
73
41
62

68
28
28
14
42
25
14
23
12
14
16

7
53
53

8
19

5
19
10

9
9

42

4

6

6

63
64
14
46
45
13

9
51
17
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~

4

4

3

3

52

l3

la

41

24

la

27

29

30

31

32

33

27

56

52

Rental Rate for Lea8e8 in KGS or FPGP Changed by Reform Act Rental Rate for 19:iO Act Right-of-Way Leases Rental Rates -Lealle. I8sued On or After September 2, 1960 Rental Rates Under the Reform Act Rental Reduction on Clas8 II-Reinstated Lease Rentals Credited A~Jainst Royal tieB RentalB for FractiCInal Kineral InterestB Reversion of Lease Account from Minimum Royalty to Rental Status Reversion to Renta]. Status. Royalties for Fract;ional Mineral Interests Royalty Rate -1920 Act. Royalty Rate -1935i Act Royalty Rate -194~: and 1945 Acts. Royalty Rate -194E, Act Royalty Rate -196CI Act. Royalty Rate -1987 Reform Act Royalty Rates. ~

Royalty Reduction ~otification from Well Operator Royalty Reduction on Class II-Reinstated Lease Royalty Reduction cn Renewal Lease Not Carried Over on New Renewal

Lease. Royalty Reduction on Stripper Oil Wells Royalty/Rental Deficiencies in MMS -BLK Notified Royalty/Rental Reduction Application Review. Schedule A. Schedule B. Schedule C. Schedule D. Secretar ial Rental Reductions. Section 15 Electicn to be Filed in Lease Case File Section 15 Electicn Under 1946 Act. Simultaneous Lease Rental Changed to $2 from $3 With 6th Year Sliding-Scale Gas R,:Jyalty Rate. Sliding-Scale Oil R,:Jyal ty Rate. Sliding-Scale Royal.cy Schedule. Solicitor's Opinion on Lease Suspensions Step-Scale Gas Royal ty Rate. Step-Scale oil Royal ty Rate. Step-Scale Royal ty :Schedules. Stripper Oil Well RI:Jyalty Reducticn Approved. Stripper Oil Well Royalty Reduction Denied Stripper Oil Well Royalty Reduction Eligibility Determination Successive Reinstat.aments -Rental Rates Suspension Lifted -Credit Rental for Remainder cf Lease Year Suspension Lifted -Lease Also Subject tc 2-Year Lease Extension Suspension Lifted -Refund 6th/llth Year Rental if Lease Nct Extended

Due to Drilling. Suspension Lifted -Request KMS to Issue Rental Billing Notice Suspension Lifted -Request Next Full Year'B Annual Rental

51
52
45
53
31
31
31
32

4
21
21

9
36
36
36
59
34
35
34
56
56
56
10
63
67

68
66
65
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~

75

60
59

59
59
69
69
71
71
70
60
73

73
74

Suspension of Excess OVerriding Royalties or Payments OUt of Production.

Suspension of Lease Not Allowed Until End of 30-Day APD Posting Period

Under Refol~ Act. Suspension of Operation8 and/or Production Suspension of Operation. and Production for Leases Affected by Leasing

Delay.. Suspension of Operations and Production -Section 39 Suspension of Operation. -Leases Extended by Production Suspension of Operation. -Leases Not Extended by Production Suspension of Operation. Lifted -Notify Lessee Suspension of Operation. Lifted -Notify MMS-DMD Suspension of Operation. -Notify MMS-DMD Suspension of Operations or Suspension of Production -Section 17(1) Suspension of Production -Leases Extended by Production Suspension of Production -Leases Not in Extended Term Due to

Production. Suspension of Production Lifted -Notify Lessee Suspension Provision Not Applicable When APD Not Approved Due to

Wilderness Impairment Restriction. Termination oj: Royalty Reduction Termination oj: Royalty Reduction (Stripper oil Wells) 30-Day Notice of KGS/FPGP Rent Increase 12 1/2 Percen1; Royalty Determinations 20-Year Jt.easeEI. Unit Contractj.on -Lease Without Well Reverts to Rental Status Unit Contractj.on or Expsnion Revises Acreage in Leases Subject to

Minimum RoJralty /Rental Status. Unit Segregatj~on -Lease Without Well Reverts to Rental Status Unit Seg:C'egatj~on -Rental or Minimum Royal ty Unit Terlninatj~on -Lease Without Well Reverts to Rental Status

61
54
57
49
37
13
44

44
44
14
44
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5/12/95
BLM Manual

supersedes ReI. 3-1:23
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