
370

43 CFR Ch. II (10–1–03 Edition)§ 3120.7–2 

§ 3120.7–2 Future interest terms and 
conditions. 

(a) No rental or royalty shall be due 
to the United States prior to the vest-
ing of the oil and gas rights in the 
United States. However, the future in-
terest lessee shall agree that if, he/she 
is or becomes the holder of any present 
interest operating rights in the lands: 

(1) The future interest lessee trans-
fers all or a part of the lessee’s present 
oil and gas interests, such lessee shall 
file in the proper BLM office an assign-
ment or transfer, in accordance with 
subpart 3106 of this title, of the future 
interest lease of the same type and pro-
portion as the transfer of the present 
interest, and 

(2) The future interest lessee’s 
present lease interests are relin-
quished, cancelled, terminated, or ex-
pired, the future interest lease rights 
with the United States also shall cease 
and terminate to the same extent. 

(b) Upon vesting of the oil and gas 
rights in the United States, the future 
interest lease rental and royalty shall 
be as for any competitive lease issued 
under this subpart, as provided in sub-
part 3103 of this title, and the acreage 
shall be chargeable in accordance with 
§ 3101.2 of this title.

§ 3120.7–3 Compensatory royalty 
agreements. 

The terms and conditions of compen-
satory royalty agreements involving 
acquired lands in which the United 
States owns a future or fractional in-
terest shall be established on an indi-
vidual case basis. Such agreements 
shall be required when leasing is not 
possible in situations where the inter-
est of the United States in the oil and 
gas deposit includes both a present and 
a future fractional interest in the same 
tract containing a producing well. 

[53 FR 22843, June 17, 1988]

PART 3130—OIL AND GAS LEAS-
ING: NATIONAL PETROLEUM RE-
SERVE, ALASKA

NOTE: The information collection require-
ments contained in part 3130 have been ap-
proved by the Office of Management and 
Budget under 44 U.S.C. 3507 and assigned 
clearance number 1004–0067. The information 

is being collected to allow the authorized of-
ficer to determine if the bidder is qualified 
to hold a lease. The information will be used 
in making that determination. The obliga-
tion to respond is required to obtain a ben-
efit.

Subpart 3130—Oil and Gas Leasing, Na-
tional Petroleum Reserve, Alaska: 
General

Sec.
3130.0–1 Purpose. 
3130.0–2 Policy. 
3130.0–3 Authority. 
3130.0–5 Definitions. 
3130.0–7 Cross references. [Reserved] 
3130.1 Attorney General review. 
3130.2 Limitation on time to institute suit 

to contest a Secretary’s decision. 
3130.3 Drainage. 
3130.4 Leasing: General. 
3130.4–1 Tract size. 
3130.4–2 Lease term. 
3130.5 Bona fide purchasers. 
3130.6 Leasing maps and land descriptions. 
3130.6–1 Leasing maps. 
3130.6–2 Land descriptions.

Subpart 3131—Leasing Program

3131.1 Receipt and consideration of nomina-
tions; public notice and participation. 

3131.2 Tentative tract selection. 
3131.3 Special stipulations. 
3131.4 Lease sales. 
3131.4–1 Notice of sale.

Subpart 3132—Issuance of Leases

3132.1 Who may hold a lease. 
3132.2 Submission of bids. 
3132.3 Payments. 
3132.4 Qualifications. 
3132.5 Award of leases. 
3132.5–1 Forms. 
3132.5–2 Dating of leases.

Subpart 3133—Rentals and Royalties

3133.1 Rentals. 
3133.2 Royalties. 
3133.2–1 Minimum royalties. 
3133.3 Under what circumstances will BLM 

waive, suspend, or reduce the rental, roy-
alty, or minimum royalty on my NPR–A 
lease? 

3133.4 How do I apply for a waiver, suspen-
sion or reduction of rental, royalty or 
minimum royalty for my NPR–A lease?

Subpart 3134—Bonding: General

3134.1 Bonding. 
3134.1–1 Form of bond. 
3134.1–2 Additional bonds.
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Subpart 3135—Transfers, Extensions, 
Consolidations, and Suspensions

3135.1 Transfers and extensions, general. 
3135.1–1 Transfers. 
3135.1–2 Requirements for filing of transfers. 
3135.1–3 Separate filing for transfers. 
3135.1–4 Effect of transfer of a tract. 
3135.1–5 Extension of lease. 
3135.1–6 Consolidation of leases. 
3135.2 Under what circumstances will BLM 

require a suspension of operations and 
production or approve my request for a 
suspension of operations and production 
for my lease? 

3135.3 How do I apply for a suspension of op-
erations and production? 

3135.4 When is a suspension of operations 
and production effective? 

3135.5 When should I stop paying rental or 
royalty after BLM requires or approves a 
suspension of operations and production? 

3135.6 When will my suspension terminate? 
3135.7 What effect does a suspension of oper-

ations and production have on the term 
of my lease? 

3135.8 If BLM requires a suspension or 
grants my request for a suspension of op-
erations and production for my lease, 
when must I next pay advance annual 
rental, royalty, or minimum royalty?

Subpart 3136—Relinquishments, 
Terminations and Cancellations of Leases

3136.1 Relinquishment of leases or parts of 
leases. 

3136.2 Terminations. 
3136.3 Cancellation of leases.

Subpart 3137—Unitization Agreements—
National Petroleum Reserve-Alaska

3137.5 What terms do I need to know to un-
derstand this subpart?

GENERAL 

3137.10 What benefits do I receive for enter-
ing into a unit agreement?

APPLICATION 

3137.15 If the Federal lands constitute less 
than 10 percent of the lands in the pro-
posed unit area, is the unit agreement 
subject to Federal regulations or ap-
proval? 

3137.20 Is there a standard unit agreement 
form? 

3137.21 What must I include in a NPR–A 
unit agreement? 

3137.22 What are the size and shape require-
ments for a unit area? 

3137.23 What must I include in my NPR–A 
unitization application? 

3137.24 Why would BLM reject a unit agree-
ment application? 

3137.25 How will the parties to the unit 
know if BLM approves the unit agree-
ment? 

3137.26 When is a unit agreement effective? 
3137.27 What effect do subsequent contracts 

or obligations have on the unit agree-
ment? 

3137.28 What oil and gas resources of com-
mitted tracts does the unit agreement 
include?

DEVELOPMENT 

3137.40 What initial development obliga-
tions must I define in a unit agreement? 

3137.41 What continuing development obli-
gations must I define in a unit agree-
ment?

OPTIONAL TERMS 

3137.50 What optional terms may I include 
in a unit agreement? 

3137.51 Under what conditions does BLM 
permit multiple unit operators? 

3137.52 How may I modify the unit agree-
ment?

UNIT AGREEMENT OPERATING REQUIREMENTS 

3137.60 As the unit operator, what are my 
obligations? 

3137.61 How do I change unit operators? 
3137.62 What are my liabilities as a former 

unit operator? 
3137.63 What are my liabilities after BLM 

approves me as the new unit operator? 
3137.64 As a unit operator, what must I do 

to prevent or compensate for drainage?

DEVELOPMENT REQUIREMENTS 

3137.70 What must I do to meet initial de-
velopment obligations? 

3137.71 What must I do to meet continuing 
development obligations? 

3137.72 What if reasons beyond my control 
prevent me from meeting the initial or a 
continuing development obligation by 
the time the unit agreement specifies? 

3137.73 What will BLM do after I submit a 
plan to meet continuing development ob-
ligations? 

3137.74 What must I do after BLM approves 
my continuing development obligations 
plan? 

3137.75 May I perform additional develop-
ment outside established participating 
areas to fulfill continuing development 
obligations? 

3137.76 What happens if I do not meet a con-
tinuing development obligation?

PARTICIPATING AREAS 

3137.80 What are participating areas and 
how do they relate to the unit agree-
ment? 

3137.81 What is the function of a partici-
pating area? 

3137.82 What are productivity criteria?

VerDate jul<14>2003 08:16 Nov 04, 2003 Jkt 200176 PO 00000 Frm 00371 Fmt 8010 Sfmt 8010 Y:\SGML\200176T.XXX 200176T



372

43 CFR Ch. II (10–1–03 Edition)§ 3130.0–1 

3137.83 What establishes a participating 
area? 

3137.84 What must I submit to BLM to es-
tablish a new participating area, or mod-
ify an existing participating area? 

3137.85 What is the effective date of a par-
ticipating area? 

3137.86 What happens to participating area 
when I obtain new information dem-
onstrating that the participating area 
should be larger or smaller than pre-
viously determined? 

3137.87 What must I do if there are unleased 
Federal tracts in a participating area? 

3137.88 What happens when a well outside a 
participating area does not meet the pro-
ductivity criteria? 

3137.89 How does production allocation 
occur from wells that do not meet the 
productivity criteria? 

3137.90 Who must operate wells that do not 
meet the productivity criteria? 

3137.91 When will BLM allow a well pre-
viously determined to be a non-unit well 
to be used in establishing or modifying a 
PA? 

3137.92 When does a participating area ter-
minate?

PRODUCTION ALLOCATION 

3137.100 How must I allocate production to 
the United States when a participating 
area includes unleased Federal lands?

OBLIGATIONS AND EXTENSIONS 

3137.110 Do the terms and conditions of a 
unit agreement modify Federal lease 
stipulations? 

3137.111 When will BLM extend the primary 
term of all leases committed to a unit 
agreement? 

3137.112 What happens if I am prevented 
from performing actual or constructive 
drilling or reworking operations?

CHANGE IN OWNERSHIP 

3137.120 As a transferee of an interest in a 
unitized NPR–A lease, am I subject to 
the terms and conditions of the unit 
agreement?

UNIT TERMINATION 

3137.130 Under what circumstances will 
BLM approve a voluntary termination of 
the unit? 

3137.131 What happens if the unit termi-
nated before the unit operator met the 
initial development obligations? 

3137.132 What if I do not meet a continuing 
development obligation before I establish 
any participating area in the unit? 

3137.133 After participating areas are estab-
lished, when does the unit terminate? 

3137.134 What happens to committed leases 
if the unit terminates? 

3137.135 What are the unit operator’s obliga-
tions after unit termination?

APPEALS 

3137.150 How do I appeal a decision that 
BLM issues under this subpart?

Subpart 3138—Subsurface Storage Agree-
ments in the National Petroleum Re-
serve–Alaska (NPR–A)

3138.10 When will BLM enter into a sub-
surface storage agreements in NPR–A 
covering federally-owned lands? 

3138.11 How do I apply for a subsurface stor-
age agreement? 

3138.12 What must I pay for storage?

AUTHORITY: 42 U.S.C. 6508, 43 U.S.C. 1733 
and 1740.

SOURCE: 46 FR 55497, Nov. 9, 1981, unless 
otherwise noted.

Subpart 3130—Oil and Gas Leas-
ing, National Petroleum Re-
serve, Alaska: General

§ 3130.0–1 Purpose. 
These regulations establish the pro-

cedures under which the Secretary of 
the Interior will exercise the authority 
granted to administer a competitive 
leasing program for oil and gas within 
the National Petroleum Reserve—Alas-
ka.

§ 3130.0–2 Policy. 
The oil and gas leasing program 

within the National Petroleum Re-
serve—Alaska shall be conducted in ac-
cordance with the purposes and policy 
directions provided by the Department 
of the Interior Appropriations Act, Fis-
cal Year 1981 (Pub. L. 96–514), and other 
executive, legislative, judicial and De-
partment of the Interior guidance.

§ 3130.0–3 Authority. 
(a) The Department of the Interior 

Appropriations Act, Fiscal year 1981 
(Pub. L. 96–514); 

(b) The Naval Petroleum Reserves 
Production Act of 1976 (42 U.S.C. 6504, 
et seq.); and 

(c) The Federal Lands Policy and 
Management Act of 1976 (43 U.S.C. 1701 
et seq.), except that sections 202 and 603 
are not applicable.

§ 3130.0–5 Definitions. 
As used in this part, the term:
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(a) Act means the Department of the 
Interior Appropriations Act, Fiscal 
Year 1981 (Pub. L. 96–514). 

(b) Bureau means the Bureau of Land 
Management. 

(c) Constructive operations means the 
exploring, testing, surveying or other-
wise investigating the potential of a 
lease for oil and gas or the actual drill-
ing or preparation for drilling of wells 
therefor. 

(d) NPR–A means the area formerly 
within Naval Petroleum Reserve Num-
bered 4 Alaska which was redesignated 
as the National Petroleum Reserve—
Alaska by the Naval Petroleum Re-
serves Production Act of 1976 (42 U.S.C. 
6501). 

(e) Reworking operations means all op-
erations designed to secure, restore or 
improve production through some use 
of a hole previously drilled, including, 
but not limited to, mechanical or 
chemical treatment of any horizon, 
deepening to test deeper strata and 
plugging back to test higher strata. 

(f) Special Areas means the Utokok 
River, the Teshekpuk Lake areas and 
other areas within NPR—A identified 
by the Secretary as having significant 
subsistence, recreational, fish and wild-
life or historical or scenic value. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3130.0–7 Cross references. [Reserved]

§ 3130.1 Attorney General review. 
(a) Prior to the issuance of any lease, 

contract or operating agreement under 
this subpart, the Secretary shall notify 
the Attorney General of the proposed 
issuance, the name of the successful 
bidder, the terms of the proposed lease, 
contract or operating agreement and 
any other information the Attorney 
General may require to conduct an 
antitrust review of the proposed ac-
tion. Such other information shall in-
clude, but is not limited to, informa-
tion to be provided the Secretary by 
the successful bidder or its owners. 

(b) In advance of the publication of 
any notice of sale, the Attorney Gen-
eral shall notify the Secretary of his/
her preliminary determination of the 
information each successful bidder 
shall be required to submit for anti-
trust review purposes. The Secretary 

shall require this information to be 
promptly submitted by successful bid-
ders, and may provide prospective bid-
ders the opportunity to submit such in-
formation in advance of or accom-
panying their bids. For subsequent no-
tices of sale, the Attorney General’s 
preliminary information requirements 
shall be as specified for the prior notice 
unless a change in the requirements is 
communicated to the Secretary in ad-
vance of publication of the new notice 
of sale. Where a bidder in a prior sale 
has previously submitted any of the 
currently required information, a ref-
erence to the date of submission and to 
the serial number of the record in 
which it is filed, together with a state-
ment of any and all changes in the in-
formation since the date of the pre-
vious submission, shall be sufficient. 

(c) The Secretary shall not issue any 
lease, contract or operating agreement 
until: 

(1) Thirty days after the Attorney 
General receives notice from the Sec-
retary of the proposed lease contract or 
operating agreement, together with 
any other information required under 
this section; or 

(2) The Attorney General notifies the 
Secretary that issuance of the proposed 
lease, contract or operating agreement 
does not create or maintain a situation 
inconsistent with the antitrust laws, 
whichever comes first. The Attorney 
General shall inform the successful 
bidder, and simultaneously the Sec-
retary, if the information supplied is 
insufficient, and shall specify what in-
formation is required for the Attorney 
General to complete his/her review. 
The 30-day period shall stop running on 
the date of such notification and not 
resume running until the Attorney 
General receives the required informa-
tion. 

(d) The Secretary shall not issue the 
lease, contract for operating agree-
ment to the successful bidder, if, dur-
ing the 30-day period, the Attorney 
General notifies the Secretary that 
such issuance would create or maintain 
a situation inconsistent with the anti-
trust laws. 

(e) If the Attorney General does not 
reply in writing to the notification pro-
vided under paragraph (a) of this sec-
tion within the 30-day review period,
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the Secretary may issue the lease, con-
tract or operating agreement without 
waiting for the advice of the Attorney 
General. 

(f) Information submitted to the Sec-
retary to comply with this section 
shall be treated by the Secretary and 
by the Attorney General as confiden-
tial and proprietary data if marked 
confidential by the submitting bidder 
or other person. Such information shall 
be submitted to the Secretary in sealed 
envelopes and shall be transmitted in 
that form to the Attorney General. 

(g) The procedures outlined in para-
graphs (a) through (f) of this section 
apply to the proposed assignment or 
transfer of any lease, contract or oper-
ating agreement.

§ 3130.2 Limitation on time to institute 
suit to contest a Secretary’s deci-
sion. 

Any action seeking judicial review of 
the adequacy of any programmatic or 
site-specific environmental impact 
statement under section 102 of the Na-
tional Environmental Policy Act of 
1969 (42 U.S.C. 4332) concerning oil and 
gas leasing in NPR–A shall be barred 
unless brought in the appropriate Dis-
trict Court within 60 days after notice 
of availability of such statement is 
published in the FEDERAL REGISTER.

§ 3130.3 Drainage. 
Upon a determination by the author-

ized officer, that lands owned by the 
United States within NPR–A are being 
drained, the regulations under § 3162.2 
of this title, including the provisions 
relating to compensatory agreements 
or royalties, shall apply. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988; 66 FR 1892, Jan. 10, 
2001]

§ 3130.4 Leasing: General.

§ 3130.4–1 Tract size. 
A tract selected for leasing shall con-

sist of a compact area of not more than 
60,000 acres.

§ 3130.4–2 Lease term. 
The primary term of an NPR–A lease 

is 10 years. 

[67 FR 17885, Apr. 11, 2002]

§ 3130.5 Bona fide purchasers. 
The provisions of § 3108.4 of this title 

shall apply to bona fide purchasers of 
leases within NPR–A. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3130.6 Leasing maps and land de-
scriptions.

§ 3130.6–1 Leasing maps. 
The Bureau shall prepare leasing 

maps showing the tracts to be offered 
for lease sale.

§ 3130.6–2 Land descriptions. 
(a) All tracts shall be composed of en-

tire sections either surveyed or pro-
tracted, whichever is applicable, except 
that if the tracts are adjacent to up-
land navigable water areas, they may 
be adjusted on the basis of subdivi-
sional parts of the sections. 

(b) Leased lands shall be described 
according to section, township and 
range in accordance with the official 
survey or protraction diagrams.

Subpart 3131—Leasing Program

§ 3131.1 Receipt and consideration of 
nominations; public notice and par-
ticipation. 

During preparation of a proposed 
leasing schedule, the Secretary shall 
invite and consider suggestions and rel-
evant information for such program 
from the Governor of Alaska, local gov-
ernments, Native corporations, indus-
try, other Federal agencies, including 
the Attorney General and all inter-
ested parties, including the general 
public. This request for information 
shall be issued as a notice in the FED-
ERAL REGISTER.

§ 3131.2 Tentative tract selection. 
(a) The State Director Alaska, Bu-

reau of Land Management, shall issue 
calls for Nominations and Comments 
on tracts for leasing for oil and gas in 
specified areas. The call for Nomina-
tions and Comments shall be published 
in the FEDERAL REGISTER and may be 
published in other publications as de-
sired by the State Director. Nomina-
tions and Comments on tracts shall be 
addressed to the State Director Alaska,
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Bureau of Land Management. The 
State Director shall also request com-
ments on tracts which should receive 
special concern and analysis. 

(b) The State Director, after comple-
tion of the required environmental 
analysis (see 40 CFR 1500–1508), shall se-
lect tracts to be offered for sale. In 
making the selection, the State Direc-
tor shall consider available environ-
mental information, multiple-use con-
flicts, resource potential, industry in-
terest, information from appropriate 
Federal agencies and other available 
information. The State Director shall 
develop measures to mitigate adverse 
impacts, including lease stipulations 
and information to lessees. These miti-
gating measures shall be made public 
in the notice of sale. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3131.3 Special stipulations. 

Special stipulations shall be devel-
oped to the extent the authorized offi-
cer deems necessary and appropriate 
for mitigating reasonably foreseeable 
and significant adverse impacts on the 
surface resources. Special Areas stipu-
lations for exploration or production 
shall be developed in accordance with 
section 104 of the Naval Petroleum Re-
serves Production Act of 1976. Any spe-
cial stipulations and conditions shall 
be set forth in the notice of sale and 
shall be attached to and made a part of 
the lease, if issued. Additional stipula-
tions needed to protect surface re-
sources and special areas may be im-
posed at the time the surface use plan 
and permit to drill are approved.

§ 3131.4 Lease sales.

§ 3131.4–1 Notice of sale. 

(a) The State Director Alaska, Bu-
reau of Land Management, shall pub-
lish the notice of sale in the FEDERAL 
REGISTER, and may publish the notice 
in other publications if he/she deems it 
appropriate. The publication in the 
FEDERAL REGISTER shall be at least 30 
days prior to the date of the sale. The 
notice shall state the place and time at 
which bids are to be filed, and the 
place, date and hour at which bids are 
to be opened. 

(b) Tracts shall be offered for lease by 
competitive sealed bidding under con-
ditions specified in the notice of lease 
sale and in accordance with all applica-
ble laws and regulations. Bidding sys-
tems used in sales shall be based on 
bidding systems included in section 
(205)(a)(1)(A) through (H) of the Outer 
Continental Shelf Lands Act Amend-
ments of 1978 (43 U.S.C. 1801 et seq.). 

(c) A detailed statement of the sale, 
including a description of the areas to 
be offered for lease, the lease terms, 
conditions and special stipulations and 
how and where to submit bids shall be 
made available to the public imme-
diately after publication of the notice 
of sale.

Subpart 3132—Issuance of Leases
§ 3132.1 Who may hold a lease. 

Leases issued pursuant to this sub-
part may be held only by: 

(a) Citizens and nationals of the 
United States; 

(b) Aliens lawfully admitted for per-
manent residence in the United States 
as defined in 8 U.S.C. 1101(a)(20); 

(c) Private, public or municipal cor-
porations organized under the laws of 
the United States or of any State or of 
the District of Columbia, the Common-
wealth of Puerto Rico, the Virgin Is-
lands, Guam, American Samoa or any 
of its territories; or 

(d) Associations of such citizens, na-
tionals, resident aliens or private, pub-
lic or municipal corporations.

§ 3132.2 Submission of bids. 
(a) A separate sealed bid shall be sub-

mitted for each tract in the manner 
prescribed. A bid shall not be sub-
mitted for less than an entire tract. 

(b) Each bidder shall submit with the 
bid a certified or cashier’s check, bank 
draft, U.S. currency or any other form 
of payment approved by the Secretary 
for one-fifth of the amount of the cash 
bonus, unless stated otherwise in the 
notice of sale. 

(c) Each bid shall be accompanied by 
statements of qualifications prepared 
in accordance with § 3132.4 of this title. 

(d) Bidders are bound by the provi-
sions of 18 U.S.C. 1860 prohibiting un-
lawful combination or intimidation of 
bidders.
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§ 3132.3 Payments. 

(a) Payments of bonuses, including 
deferred bonuses, first year’s rental, 
other payments due upon lease 
issuance, and filing fees shall be made 
to the Alaska State Office, Department 
of the Interior, Bureau of Land Man-
agement. All payments shall be made 
by certified or cashier’s check, bank 
draft, U.S. currency or any other form 
of payment approved by the Secretary. 
Payments shall be made payable to the 
Department of the Interior, Bureau of 
Land Management, unless otherwise di-
rected. 

(b) All other payments required by a 
lease or the regulations in this part 
shall be payable to the Department of 
the Interior, Minerals Management 
Service. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3132.4 Qualifications. 

Submission of a lease bid constitutes 
certification of compliance with the 
regulations of this part. Anyone seek-
ing to acquire, or anyone holding, a 
Federal oil and gas lease or interest 
therein may be required to submit ad-
ditional information to show compli-
ance with the regulations of this part. 

[47 FR 8546, Feb. 26, 1982]

§ 3132.5 Award of leases. 

(a) Sealed bids received in response 
to the notice of lease sale shall be 
opened at the place, date and hour 
specified in the notice of sale. The 
opening of bids is for the sole purpose 
of publicly announcing and recording 
the bids received. No bids shall be ac-
cepted or rejected at that time. 

(b) The United States reserves the 
right to reject any and all bids received 
for any tract, regardless of the amount 
offered. 

(c) In the event the highest bids are 
tie bids, the tying bidders shall be al-
lowed to submit within 15 days of the 
public announcement of a tie bid addi-
tional sealed bids to break the tie. The 
additional bids shall include any addi-
tional amount necessary to bring the 
amount tendered with his/her bid to 
one-fifth of the additional bid. Addi-
tional bids to break tie bids shall be 

processed in accordance with para-
graph (a) of this section. 

(d) If the authorized officer fails to 
accept the highest bid for a lease with-
in 90 days or a lesser period of time as 
specified in the notice of sale, the high-
est bid for that lease shall be consid-
ered rejected. This 90-day period or 
lesser period as specified in the notice 
of sale shall not include any period of 
time during which acceptance, rejec-
tion or other processing of bids and 
lease issuance by the Department of 
the Interior are enjoined or prohibited 
by court order. 

(e) Written notice of the final deci-
sion on the bids shall be transmitted to 
those bidders whose deposits have been 
held in accordance with instructions 
set forth in the notice of sale. If a bid 
is accepted, 2 copies of the lease shall 
be transmitted with the notice of ac-
ceptance to the successful bidder. The 
bidder shall, not later than the 15th 
day after receipt of the lease, sign both 
copies of the lease and return them, to-
gether with the first year’s rental and 
the balance of the bonus bid, unless de-
ferred, and shall file a bond, if required 
to do so. Deposits shall be refunded on 
rejected bids. 

(f) If the successful bidder fails to 
execute the lease within the prescribed 
time or otherwise to comply with the 
applicable regulations, the deposit 
shall be forfeited and disposed of as 
other receipts under the Act. 

(g) If the awarded lease is executed 
by an attorney-in-fact acting on behalf 
of the bidder, the lease shall be accom-
panied by evidence that the bidder au-
thorized the attorney-in-fact to exe-
cute the lease on his/her behalf. Ref-
erence may be made to the serial num-
ber of the record and the office of the 
Bureau of Land Management in which 
such evidence has already been filed. 

(h) When the executed lease is re-
turned to the authorized officer, he/she 
shall within 15 days of receipt of the 
material required by paragraph (e) of 
this section, execute the lease on be-
half of the United States. A copy of the 
fully executed lease shall be trans-
mitted to the lessee.

§ 3132.5–1 Forms. 
Leases shall be issued on forms ap-

proved by the Director.
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§ 3132.5–2 Dating of leases. 

All leases issued under the regula-
tions in this part shall become effec-
tive as of the first day of the month 
following the date they are signed on 
behalf of the United States. When prior 
written request is made, a lease may 
become effective as of the first day of 
the month within which it is signed on 
behalf of the United States.

Subpart 3133—Rentals and 
Royalties

§ 3133.1 Rentals. 

(a) An annual rental shall be due and 
payable at the rate prescribed in the 
notice of sale and the lease, but in no 
event shall such rental be less than $3 
per acre, or fraction thereof. Payment 
shall be made on or before the first day 
of each lease year prior to discovery of 
oil or gas on the lease. 

(b) If there is no actual or allocated 
production on the portion of a lease 
that has been segregated from a pro-
ducing lease, the owner of such seg-
regated lease shall pay an annual rent-
al for such segregated portion at the 
rate per acre specified in the original 
lease. This rental shall be payable each 
lease year following the year in which 
the segregation became effective and 
prior to discovery of oil or gas on such 
segregated portion. 

(c) Annual rental paid in any year 
prior to discovery of oil or gas on the 
lease shall be in addition to, and shall 
not be credited against, any royalties 
due from production. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3133.2 Royalties. 

Royalties on oil and gas shall be at 
the rate specified in the notice of sale 
as to the tracts, if appropriate, and in 
the lease, unless the Secretary, in 
order to promote increased production 
on the leased area through direct, sec-
ondary or tertiary recovery means, re-
duces or eliminates any royalty set out 
in the lease. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3133.2–1 Minimum royalties. 
For leases which provide for min-

imum royalty payments, each lessee 
shall pay the minimum royalty speci-
fied in the lease at the end of each 
lease year beginning with the first 
lease year following a discovery on the 
lease. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3133.3 Under what circumstances 
will BLM waive, suspend, or reduce 
the rental, royalty, or minimum roy-
alty on my NPR–A lease? 

(a) BLM will waive, suspend, or re-
duce the rental, royalty, or minimum 
royalty of your lease if BLM finds 
that— 

(1) It encourages the greatest ulti-
mate recovery of oil or gas or it is in 
the interest of conservation; and 

(2) You can’t successfully operate the 
lease under its terms. This means that 
your cost to operate the lease exceeds 
income from the lease. 

(b) If the subsurface estate is held by 
a regional corporation, BLM will con-
sult with the regional corporation, in 
accordance with 43 CFR 2650.4–3, before 
approving an action under this section. 
Regional corporation is defined in 43 
U.S.C. 1602. 

[67 FR 17885, Apr. 11, 2002]

§ 3133.4 How do I apply for a waiver, 
suspension or reduction of rental, 
royalty or minimum royalty for my 
NPR–A lease? 

(a) Submit to BLM your application 
and in it describe the relief you are re-
questing and include— 

(1) The lease serial number; 
(2) The number, location and status 

of each well drilled; 
(3) A statement that shows the aggre-

gate amount of oil or gas subject to 
royalty for each month covering a pe-
riod of at least six months immediately 
before the date you filed the applica-
tion; 

(4) The number of wells counted as 
producing each month and the average 
production per well per day; 

(5) A detailed statement of expenses 
and costs of operating the entire lease; 

(6) All facts that demonstrate that 
you can’t successfully operate the 
wells under the terms of the lease;
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(7) The amount of any overriding roy-
alty and payments out of production or 
similar interests applicable to your 
lease; and 

(8) Any other information BLM re-
quires. 

(b) Your application must be signed 
by— 

(1) All record title holders of the 
lease; or 

(2) By the operator on behalf of all 
record title holders. 

[67 FR 17885, Apr. 11, 2002]

Subpart 3134—Bonding: General

§ 3134.1 Bonding. 
(a) Prior to issuance of an oil and gas 

lease, the successful bidder shall fur-
nish the authorized officer a surety or 
personal bond in accordance with the 
provisions of § 3104.1 of this title in the 
sum of $100,000 conditioned on compli-
ance with all the lease terms, including 
rentals and royalties, conditions and 
any stipulations. The bond shall not be 
required if the bidder already main-
tains or furnishes a bond in the sum of 
$300,000 conditioned on compliance 
with the terms, conditions and stipula-
tions of all oil and gas leases held by 
the bidder within NPR–A, or maintains 
or furnishes a nationwide bond as set 
forth in § 3104.3(b) of this title and fur-
nishes a rider thereto sufficient to 
bring total coverage to $300,000 to cover 
all oil and gas leases held within NPR–
A. 

(b) A bond in the sum of $100,000 or 
$300,000, or a nationwide bond as pro-
vided in § 3104.3(b) of this title with a 
rider thereto sufficient to bring total 
coverage to $300,000 to cover all oil and 
gas leases within NPR–A, may be pro-
vided by an operating rights owner 
(sublessee) or operator in lieu of a bond 
furnished by the lessee, and shall as-
sume the responsibilities and obliga-
tions of the lessee for the entire lease-
hold in the same manner and to the ex-
tent as though he/she were the lessee. 

(c) If as a result of a default, the sur-
ety on a bond makes payment to the 
United States of any indebtedness 
under a lease secured by the bond, the 
face amount of such bond and the sure-
ty’s liability shall be reduced by the 
amount of such payment. 

(d) A new bond in the amount pre-
viously held or a larger amount as de-
termined by the authorized officer 
shall be posted within 6 months or such 
shorter period as the authorized officer 
may direct after a default. In lieu 
thereof, separate or substitute bonds 
for each lease covered by the prior 
bond may be filed.The authorized offi-
cer may cancel a lease(s) covered by a 
deficient bond(s), in accordance with 
§ 3136.3 of this title. Where a bond is 
furnished by an operator, suit may be 
brought thereon without joining the 
lessee when such lessee is not a party 
to the bond. 

(e) Except as provided in this sub-
part, the bonds required for NPR–A 
leases are in addition to any other 
bonds the successful bidder may have 
filed or be required to file under 
§§ 3104.2, 3104.3(a) and 3154.1 and sub-
parts 3206 and 3209 of this title. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988; 53 FR 22846, June 17, 
1988]

§ 3134.1–1 Form of bond. 

All bonds furnished by a lessee, oper-
ating rights owner (sublessee), or oper-
ator shall be on a form approved by the 
Director. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]

§ 3134.1–2 Additional bonds. 

(a) The authorized officer may re-
quire the bonded party to supply addi-
tional security in the form of a supple-
mental bond or bonds or to increase 
the coverage of an existing bond if, 
after operations or production have 
begun, such additional security is 
deemed necessary to assure maximum 
protection of Special Areas. 

(b) The holders of any oil and gas 
lease bond for a lease on the NPR–A 
shall be permitted to obtain a rider to 
include the coverage of oil and gas geo-
physical operations within the bound-
aries of NPR–A. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17358, May 16, 1988]
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Subpart 3135—Transfers, Exten-
sions, Consolidations, and 
Suspensions

§ 3135.1 Transfers and extensions, gen-
eral.

§ 3135.1–1 Transfers. 
(a) Subject to approval of the author-

ized officer, a lessee may transfer his/
her lease(s), or any undivided interest 
therein, or any legal subdivision, to 
anyone qualified under §§ 3130.1 and 
3132.4 of this title to hold a lease. 

(b) Any approved transfer shall be 
deemed to be effective on the first day 
of the lease month following its filing 
in the proper BLM office, unless, at the 
request of the parties, an earlier date is 
specified in the approval. 

(c) The transferor shall continue to 
be responsible for all obligations under 
the lease accruing prior to the approval 
of the transfer. 

(d) The transferee shall be respon-
sible for all obligations under the lease 
subsequent to the effective date of a 
transfer, and shall comply with all reg-
ulations issued under the Act. 

(e) When a transfer of operating 
rights (sublease) is approved, the sub-
lessee is responsible for all obligations 
under the rights transferred to the sub-
lessee. 

(f) Transfers are approved for admin-
istrative purposes only. Approval does 
not warrant or certify that either 
party to a transfer holds legal or equi-
table title to a lease. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17359, May 16, 1988; 53 FR 31867, Aug. 22, 
1988]

§ 3135.1–2 Requirements for filing of 
transfers. 

(a)(1) All instruments of transfer of 
lease or of an interest therein, includ-
ing operating rights, subleases and as-
signments of record-title shall be filed 
in triplicate for approval. Such instru-
ments shall be filed within 90 days 
from the date of final execution. The 
instruments of transfer shall include a 
statement, over the transferee’s own 
signature, with respect to citizenship 
and qualifications as required of a bid-
der under § 3132.4 of this title and shall 
contain all of the terms and conditions 
agreed upon by the parties thereto. 

Carried working interests, overriding 
royalty interests or payments out of 
production or other interest may be 
created or transferred without ap-
proval. 

(2) An application for approval of any 
instrument required to be filed shall 
not be accepted unless accompanied by 
a nonrefundable fee of $25. Any docu-
ment not required to be filed by the 
regulations in this part but submitted 
for record purposes shall be accom-
panied by a nonrefundable fee of $25 per 
each lease affected. Such documents 
may be rejected by the authorized offi-
cer. 

(b) An attorney-in-fact, on behalf of 
the holder of a lease, operating rights 
or sublease, shall furnish evidence of 
authority to execute the transfer or ap-
plication for approval and the state-
ment required by § 3132.5(g) of this 
title. 

(c) Where a transfer of record title 
creates separate leases, a bond shall be 
furnished covering the transferred 
lands in the amount prescribed in 
§ 3134.1 of this title. Where a transfer 
does not create separate leases, the 
transferee, if the transfer so provides 
and the surety consents, may become 
co-principal on the bond with the 
transferor. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17359, May 16, 1988]

§ 3135.1–3 Separate filing for transfers. 
A separate instrument of transfer 

shall be filed for each lease on a form 
approved by the Director or an exact 
reproduction of the front and back of 
such form. Any earlier editions of the 
current form are deemed obsolete and 
are unacceptable for filing. When 
transfers to the same person, associa-
tion or corporation, involving more 
than 1 lease are filed at the same time 
for approval, 1 request for approval and 
1 showing as to the qualifications of 
the transferee shall be sufficient. 

[53 FR 17359, May 16, 1988; 53 FR 31959, Aug. 
22, 1988]

§ 3135.1–4 Effect of transfer of a tract. 
(a) When a transfer is made of all the 

record title to a portion of the acreage 
in a lease, the transferred and retained 
portions are divided into separate and

VerDate jul<14>2003 08:16 Nov 04, 2003 Jkt 200176 PO 00000 Frm 00379 Fmt 8010 Sfmt 8010 Y:\SGML\200176T.XXX 200176T



380

43 CFR Ch. II (10–1–03 Edition)§ 3135.1–5 

distinct leases. Transfers shall not be 
made for less than a compact tract of 
not less than 640 acres nor shall less 
than a compact tract of not less than 
640 acres be retained. 

(b) Each segregated lease shall con-
tinue in full force and effect for the 
primary term of the original lease and 
so long thereafter as oil or gas is pro-
duced in paying quantities from that 
segregated portion of the lease area or 
so long as drilling or well reworking 
operations, either actual or construc-
tive, as approved by the Secretary, are 
conducted thereon. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17359, May 16, 1988]

§ 3135.1–5 Extension of lease. 
(a) The term of a lease shall be ex-

tended beyond its primary term so long 
as oil or gas is produced from the lease 
in paying quantities or so long as drill-
ing or reworking operations, actual or 
constructive, as approved by the Sec-
retary, are conducted thereon. 

(b) A lease may be maintained in 
force by directional wells drilled under 
the leased area from surface locations 
on adjacent or adjoining lands not cov-
ered by the lease. In such cir-
cumstances, drilling shall be consid-
ered to have commenced on the lease 
area when drilling is commenced on 
the adjacent or adjoining lands for the 
purpose of directional drilling under 
the leased area through any directional 
well surfaced on adjacent or adjoining 
lands. Production, drilling or rework-
ing of any directional well shall be con-
sidered production or drilling or re-
working operations on the lease area 
for all purposes of the lease.

§ 3135.1–6 Consolidation of leases. 
(a) Leases may be consolidated upon 

written request of the lessee filed with 
the State Director Alaska, Bureau of 
Land Management. The request shall 
identify each lease involved by serial 
number and shall explain the factors 
which justify the consolidation. 

(b) All parties holding any undivided 
interest in any lease involved in the 
consolidation shall agree to enter into 
the same lease consolidation. 

(c) Consolidation of leases not to ex-
ceed 60,000 acres may be approved by 
the State Director, Alaska if it is de-

termined that the consolidation is jus-
tified. 

(d) The effective date, the anniver-
sary date and the primary term of the 
consolidated lease shall be those of the 
oldest original lease involved in the 
consolidation. The term of a consoli-
dated lease shall be extended beyond 
the primary lease term only so long as 
oil or gas is produced in paying quan-
tities or approved constructive or ac-
tual drilling or reworking operations 
are conducted thereon. 

(e) Royalty, rental, special lease stip-
ulations and other terms and condi-
tions of each original lease except the 
effective date, anniversary date and 
the primary term shall continue to 
apply to that lease or any portion 
thereof regardless of the lease becom-
ing a part of a consolidated lease. 

[48 FR 413, Jan. 5, 1983]

§ 3135.2 Under what circumstances 
will BLM require a suspension of 
operations and production or ap-
prove my request for a suspension 
of operations and production for 
my lease? 

(a) BLM will require a suspension of 
operations and production or approve 
your request for a suspension of oper-
ations and production for your lease(s) 
if BLM determines that— 

(1) It is in the interest of conserva-
tion of natural resources; 

(2) It encourages the greatest ulti-
mate recovery of oil and gas, such as 
by encouraging the planning and con-
struction of a transportation system to 
a new area of discovery; or 

(3) It mitigates reasonably foresee-
able and significantly adverse effects 
on surface resources. 

(b) BLM will suspend operations and 
production for your lease if it deter-
mines that, despite the exercise of due 
care and diligence, you can’t comply 
with your lease requirements for rea-
sons beyond your control. 

(c) If BLM requires a suspension of 
operations and production or approves 
your request for a suspension of oper-
ations and production, the suspen-
sion— 

(1) Stops the running of your lease 
term and prevents it from expiring for 
as long as the suspension is in effect;
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(2) Relieves you of your obligation to 
pay rent, royalty, or minimum royalty 
during the suspension; and 

(3) Prohibits you from operating on, 
producing from, or having any other 
beneficial use of your lease during the 
suspension. However, you must con-
tinue to perform necessary mainte-
nance and safety activities. 

[67 FR 17886, Apr. 11, 2002]

§ 3135.3 How do I apply for a suspen-
sion of operations and production? 

(a) You must submit to BLM an ap-
plication stating the circumstances 
that are beyond your reasonable con-
trol that prevent you from operating or 
producing your lease(s). 

(b) Your suspension application must 
be signed by— 

(1) All record title holders of the 
lease; or 

(2) The operator on behalf of the 
record title holders of the leases com-
mitted to an approved agreement. 

(c) You must submit your application 
to BLM before your lease expires. 

(d) Your application must be for your 
entire lease. 

[67 FR 17886, Apr. 11, 2002]

§ 3135.4 When is a suspension of oper-
ations and production effective? 

A suspension of operations and pro-
duction is effective— 

(a) The first day of the month in 
which you file the application for sus-
pension or BLM requires the suspen-
sion; or 

(b) Any other date BLM specifies in 
the decision document. 

[67 FR 17886, Apr. 11, 2002]

§ 3135.5 When should I stop paying 
rental or royalty after BLM re-
quires or approves a suspension of 
operations and production ? 

You should stop paying rental or roy-
alty on the first day of the month that 
the suspension is effective. However, if 
there is any production sold or re-
moved during that month, you must 
pay royalty on that production. 

[67 FR 17886, Apr. 11, 2002]

§ 3135.6 When will my suspension ter-
minate? 

(a) Your suspension terminates— 

(1) On the first day of the month in 
which you begin to operate or produce 
on your lease with BLM approval; or 

(2) The date BLM specifies in a writ-
ten notice to you. 

(b) You must notify BLM at least 24 
hours before you begin operations or 
production under paragraph (a)(1) of 
this section. 

[67 FR 17886, Apr. 11, 2002]

§ 3135.7 What effect does a suspension 
of operations and production have 
on the term of my lease? 

(a) Primary term. If BLM grants a sus-
pension of operations and production 
for your lease, the suspension stops the 
running of the primary term of your 
lease for the period of the suspension. 

(b) Extended term. If your lease is in 
its extended term, a suspension holds 
your lease in its extended term for the 
period of the suspension as if it were in 
production. 

[67 FR 17886, Apr. 11, 2002]

§ 3135.8 If BLM requires a suspension 
or grants my request for a suspen-
sion of operations and production 
for my lease, when must I next pay 
advance annual rental, royalty, or 
minimum royalty? 

(a) You are not required to submit 
your next rental or minimum royalty 
payment until the date the suspension 
terminates. Therefore, if your suspen-
sion begins in month 3 of lease year A 
and ends in month 2 of lease year B, 
you must submit your rental payment 
for lease year B when your suspension 
ends. BLM will send a written notice to 
the lessee and operator stating that 
the suspension is terminated and the 
date your rental payment for lease 
year B is due to MMS. BLM’s notice 
also will state when you must pay any 
minimum royalty due for lease year A. 
Your minimum royalty for lease year B 
will be due at the end of that year. 

(b) If you remove or sell any produc-
tion from the lease during the term of 
the suspension, you must pay royalty 
on that production. 

[67 FR 17886, Apr. 11, 2002]
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Subpart 3136—Relinquishments, 
Terminations and Cancella-
tions of Leases

§ 3136.1 Relinquishment of leases or 
parts of leases. 

A lease may be surrendered in whole 
or in part by the lessee by filing a writ-
ten relinquishment, in triplicate, with 
the Alaska State Office of the Bureau. 
No filing fee is required. In the case of 
partial relinquishments, neither the re-
linquished lands nor the retained lands 
shall be less than a compact tract of 
not less than 640 acres. A relinquish-
ment shall take effect on the date it is 
filed subject to the continued obliga-
tion of lessee and the surety to make 
all payments due, including any ac-
crued rental, royalties and deferred bo-
nuses and to abandon all wells, and 
condition or remove other facilities on 
the lands to be relinquished to the sat-
isfaction of the authorized officer. 

[46 FR 55497, Nov. 9, 1981, as amended at 53 
FR 17359, May 16, 1988]

§ 3136.2 Terminations. 

Any lease on which there is no well 
capable of producing oil or gas in pay-
ing quantities shall terminate if the 
lessee fails to pay the annual rental in 
full on or before the anniversary date 
of such lease and such failure continues 
for more than 30 days after the notice 
of delinquent rental has been delivered 
by registered or certified mail to the 
lease owner’s record post office ad-
dress.

§ 3136.3 Cancellation of leases. 

(a) Any nonproducing lease may be 
canceled by the authorized officer 
whenever the lessee fails to comply 
with any provisions of the Acts cited in 
§ 3130.0–3 of this title, of the regulations 
issued thereunder or of the lease, if 
such failure to comply continues for 30-
days after a notice thereof has been de-
livered by registered or certified mail 
to the lease owner’s record post office 
address. 

(b) Producing leases or leases known 
to contain valuable deposits of oil or 
gas may be canceled only by court 
order.

Subpart 3137—Unitization Agree-
ments—National Petroleum 
Reserve–Alaska

SOURCE: 67 FR 17886, Apr. 11, 2002, unless 
otherwise noted.

§ 3137.5 What terms do I need to know 
to understand this subpart? 

As used in this subpart— 
Actual drilling means operations you 

conduct that are similar to those that 
a person seriously looking for oil or gas 
could be expected to conduct in that 
particular area, given the existing 
knowledge of geologic and other perti-
nent facts about the area to be drilled. 
The term includes the testing, com-
pleting, or equipping of the drill hole 
(casing, tubing, packers, pumps, etc.) 
so that it is capable of producing oil or 
gas. Actual drilling operations do not 
include preparatory or preliminary 
work such as grading roads and well 
sites, or moving equipment onto the 
lease. 

Actual production means oil or gas 
flowing from the wellbore into treat-
ment or sales facilities. 

Actual reworking operations means 
reasonably continuous well-bore oper-
ations such as fracturing, acidizing, 
and tubing repair. 

Committed tract means— 
(1) A Federal lease where all record 

title holders and all operating rights 
owners have agreed to the terms and 
conditions of a unit agreement, com-
mitted their interest to the unit; or 

(2) A State lease or private parcel of 
land where all oil and gas lessees and 
all operating rights owners or the own-
ers of unleased minerals have agreed to 
the terms and conditions of a unit 
agreement. 

Constructive drilling means those ac-
tivities that are necessary to prepare 
for actual drilling that occur after 
BLM approves an application to drill, 
but before you actually drill the well. 
These include, but are not limited to, 
activities such as road and well pad 
construction, and drilling rig and 
equipment set-up. 

Constructive reworking operations 
means activities that are necessary to 
prepare for well-bore operations. These 
may include rig and equipment set-up 
and pit construction.
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Continuing development obligations 
means a program of development or op-
erations you conduct that, after you 
complete initial obligations defined in 
a unit agreement— 

(1) Meets or exceeds the rate of non-
unit operations in the vicinity of the 
unit; and 

(2) Represents an investment propor-
tionate to the size of the area covered 
by the unit agreement. 

Drainage means the migration of hy-
drocarbons, inert gases (other than he-
lium), or associated resources caused 
by production from other wells. 

NPR–A lease means any oil and gas 
lease within the boundaries of the 
NPR–A, issued and administered by the 
United States under the Naval Petro-
leum Reserves Production Act of 1976, 
as amended (42 U.S.C. 6501–6508), that 
authorizes exploration for and removal 
of oil and gas. 

Operating rights (working interest) 
means any interest you hold that al-
lows you to explore for, develop, and 
produce oil and gas. 

Participating area means those com-
mitted tracts or portions of those com-
mitted tracts within the unit area that 
contain a well meeting the produc-
tivity criteria specified in the unit 
agreement. 

Primary target means the principal 
geologic formation that you intend to 
develop and produce. 

Producible interval means any pool, 
deposit, zone, or portion thereof capa-
ble of producing oil or gas. 

Record title means legal ownership of 
an oil and gas lease recorded in BLM’s 
records. 

Tract means land that may be in-
cluded in an NPR–A oil and gas unit 
agreement and that may or may not be 
in a Federal lease. 

Unit agreement means a BLM-ap-
proved agreement to cooperate in ex-
ploring, developing, operating and 
sharing in production of all or part of 
an oil or gas pool, field or like area, in-
cluding at least one NPR–A lease, with-
out regard to lease boundaries and 
ownership. 

Unit area means all tracts committed 
to a BLM-approved unit. Tracts not 
committed to the unit, even though 
they may be within the external unit 
boundary, are not part of the unit area. 

Unit operations are all activities asso-
ciated with exploration, development 
drilling, and production operations the 
unit operator(s) conducts on com-
mitted tracts.

GENERAL

§ 3137.10 What benefits do I receive for 
entering into a unit agreement? 

(a) Each individual tract committed 
to the unit agreement meets its full 
performance obligation if one or more 
tracts in the unit meets the develop-
ment or production requirements; 

(b) Production from a well that 
meets the productivity criteria (see 
§ 3137.82 of this subpart) under the unit 
agreement extends the term of all 
NPR–A leases committed to the unit 
agreement as provided in § 3137.111 of 
this subpart; 

(c) You may drill within the unit 
without regard to certain lease restric-
tions, such as lease boundaries within 
the unit and spacing offsets; and 

(d) You may consolidate operations 
and permitting and reporting require-
ments.

APPLICATION

§ 3137.15 If the Federal lands con-
stitute less than 10 percent of the 
lands in the proposed unit area, is 
the unit agreement subject to Fed-
eral regulations or approval? 

If the Federal lands constitute less 
than 10 percent of the lands in the pro-
posed unit area— 

(a) You may use a unit agreement ap-
proved by the State and/or a native 
corporation; 

(b) BLM will authorize commitment 
of the Federal lands to the unit if it de-
termines that the unit agreement pro-
tects the public interest; or 

(c) As unit operator you may ask 
BLM to approve and administer the 
unit. If BLM agrees to approve and ad-
minister the unit, you must follow, and 
BLM will administer, the regulations 
in this subpart and 43 CFR part 3160.

§ 3137.20 Is there a standard unit 
agreement form? 

There is no standard unit agreement 
form. BLM will accept any unit agree-
ment format if it protects the public 
interest and includes the mandatory
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terms required in § 3137.21 of this sub-
part.

§ 3137.21 What must I include in an 
NPR–A unit agreement? 

(a) Your NPR–A unit agreement must 
include— 

(1) A description of the unit area and 
any geologic and engineering factors 
upon which you are basing the area; 

(2) Initial and continuing develop-
ment obligations (see §§ 3137.40 and 
3137.41 of this subpart); 

(3) The proposed participating area 
size and proposed well locations (see 
§ 3137.80(b) of this subpart); 

(4) A provision that acknowledges 
BLM’s authority to set or modify the 
quantity, rate, and location of develop-
ment and production; and 

(5) Any optional terms which are au-
thorized in § 3137.50 of this subpart you 
choose to include in the unit agree-
ment. 

(b) You must include in the unit 
agreement any additional terms and 
conditions that result from consulta-
tion with BLM. After your initial ap-
plication, BLM may request additional 
supporting documentation.

§ 3137.22 What are the size and shape 
requirements for a unit area? 

(a) The unit area must— 
(1) Consist of tracts, each of which 

must be contiguous to at least one 
other tract in the unit, that are lo-
cated so that you can perform oper-
ations and production in an efficient 
and logical manner; and 

(2) Include at least one NPR–A lease. 
(b) BLM may limit the size and shape 

of the unit considering the type, 
amount and rate of the proposed devel-
opment and production and the loca-
tion of the oil or gas.

§ 3137.23 What must I include in my 
NPR-A unitization application? 

Your unitization application to BLM 
must include— 

(a) The proposed unit agreement; 
(b) A map showing the proposed unit 

area; 
(c) A list of committed tracts includ-

ing, for each tract, the— 
(1) Legal land description and acre-

age; 

(2) Names of persons holding record 
title interest; 

(3) Names of persons owning oper-
ating rights; and 

(4) Name of the unit operator. 
(d) You must certify— 
(1) That you invited all owners of oil 

and gas rights (leased or unleased) and 
lease interests (record title and oper-
ating rights) within the external 
boundary of the unit area described in 
the application to join the unit; 

(2) That there are sufficient tracts 
committed to the unit agreement to 
reasonably operate and develop the 
unit area; 

(3) The commitment status of all 
tracts within the area proposed for 
unitization; and 

(4) That you accept unit obligations 
under § 3137.60 of this subpart. 

(e) Evidence of acceptable bonding; 
(f) A discussion of reasonably foresee-

able and significantly adverse effects 
on the surface resources of NPR–A and 
how unit operations may reduce im-
pacts compared to individual lease op-
erations; and 

(g) Other documentation BLM may 
request. BLM may require additional 
copies of maps, plats, and other similar 
exhibits.

§ 3137.24 Why would BLM reject a unit 
agreement application? 

BLM will reject a unit agreement ap-
plication— 

(a) That does not address all manda-
tory terms, including those required 
under § 3137.21(b) of this subpart; 

(b) If the unit operator— 
(1) Has an unsatisfactory record of 

complying with applicable laws, regu-
lations, the terms of any lease or per-
mit, or the requirements of any notice 
or order; or 

(2) Is not qualified to operate within 
NPR–A under applicable laws and regu-
lations; 

(c) That does not conserve natural re-
sources; 

(d) That is not in the public interest; 
(e) That does not comply with any 

special conditions in effect for any part 
of the NPR–A that the unit or any 
lease subject to the unit would affect; 
or 

(f) That does not comply with the re-
quirements of this subpart.
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§ 3137.25 How will the parties to the 
unit know if BLM approves the unit 
agreement? 

BLM will notify the unit operator in 
writing when it approves or dis-
approves the proposed unit agreement. 
The unit operator must notify, in writ-
ing, all parties to the unit agreement 
within 30 calendar days after receiving 
BLM’s notice of approval or dis-
approval.

§ 3137.26 When is a unit agreement ef-
fective? 

The unit agreement is effective on 
the date BLM approves it.

§ 3137.27 What effect do subsequent 
contracts or obligations have on the 
unit agreement? 

No subsequent contract or obliga-
tion— 

(a) Modifies the terms or conditions 
of the unit agreement; or 

(b) Relieves the unit operator of any 
right or obligation under the unit 
agreement.

§ 3137.28 What oil and gas resources of 
committed tracts does the unit 
agreement include? 

A unit agreement includes all oil and 
gas resources of committed tracts un-
less BLM approves unit agreement 
terms to the contrary pursuant to 
§ 3137.50 of this subpart.

DEVELOPMENT

§ 3137.40 What initial development ob-
ligations must I define in a unit 
agreement? 

Your unit agreement must define— 
(a) The number of wells you antici-

pate will be necessary to assess the res-
ervoir adequately; 

(b) A primary target for each well; 
(c) A schedule for starting and com-

pleting drilling operations for each 
well; and 

(d) The time between starting oper-
ations on a well to the start of oper-
ations on the next well.

§ 3137.41 What continuing develop-
ment obligations must I define in a 
unit agreement? 

A unit agreement must obligate the 
operator to a program of exploration 
and development (see § 3137.71) that, 

after completion of the initial obliga-
tions— 

(a) Meets or exceeds the rate of non-
unit operations in the vicinity of the 
unit; and 

(b) Represents an investment propor-
tionate to the size of the area covered 
by the unit agreement.

OPTIONAL TERMS

§ 3137.50 What optional terms may I 
include in a unit agreement? 

BLM may approve the following op-
tional terms for a unit agreement if 
they promote additional development 
or enhanced production potential— 

(a) Limiting the unit agreement to 
certain formations and their intervals; 

(b) Multiple unit operators (see 
§ 3137.51 of this subpart); 

(c) Allowing modification of the unit 
agreement terms if less than 100 per-
cent of the parties to the unit agree-
ment (see § 3137.52 of this subpart) 
agree to the modification; or 

(d) Other terms that BLM determines 
will promote the greatest economic re-
covery of oil and gas consistent with 
applicable law.

§ 3137.51 Under what conditions does 
BLM permit multiple unit opera-
tors? 

BLM permits multiple unit operators 
only if the unit agreement defines— 

(a) The conditions under which addi-
tional unit operators are acceptable; 

(b) The responsibilities of the dif-
ferent operators, including obtaining 
BLM approvals, reporting, paying Fed-
eral royalties and conducting oper-
ations; 

(c) Which unit operators are obli-
gated to ensure bond coverage for each 
NPR–A lease in the unit; 

(d) The consequences if one or more 
unit operators defaults. For example, if 
an operator defaults, the unit agree-
ment would list which unit operators 
would conduct that operator’s oper-
ations and ensure bonding of those op-
erations; and 

(e) Which unit operator is responsible 
for unit obligations not specifically as-
signed in the unit agreement.
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§ 3137.52 How may I modify the unit 
agreement? 

(a) You may modify a unit agreement 
if— 

(1) All current parties to the unit 
agreement agree to the modification; 
or 

(2) You meet the requirements of the 
modification provision in the unit 
agreement. The modification provision 
must identify which parties, and what 
percentage of those parties, must con-
sent to each type of modification. 

(b) You must submit to BLM an ap-
plication for modification. The applica-
tion must include the following— 

(1) The operator must certify that 
the necessary parties have agreed to 
the modification; and 

(2) If the unit agreement modifica-
tion alters the current allocation 
schedule, you must submit to BLM 
both a— 

(i) Description of the new allocation 
methodology; and 

(ii) New allocation schedule. 
(c) A modification is not effective un-

less BLM approves it. After BLM ap-
proves the modification, it is effective 
retroactively to the date you filed a 
complete application for modification. 
However, BLM may approve a different 
effective date if you request it and pro-
vide acceptable justification. 

(d) BLM will reject modifications 
that do not comply with BLM regula-
tions or applicable law.

UNIT AGREEMENT OPERATING 
REQUIREMENTS

§ 3137.60 As the unit operator, what 
are my obligations? 

As the unit operator— 
(a) You must comply with the terms 

and conditions of the unit agreement, 
Federal laws and regulations, lease 
terms and stipulations, and BLM no-
tices and orders; 

(b) You must provide to BLM evi-
dence of acceptable bonding. Accept-
able bonding means a bond in an 
amount which is no less than the sum 
of the individual Federal bonding re-
quirements for each of the NPR–A 
leases committed to the unit. You may 
also meet this requirement if you add 
the unit operator as a principal to 

lease bonds to reach the required 
amount; and 

(c) The bond must be payable to the 
Secretary of the Interior.

§ 3137.61 How do I change unit opera-
tors? 

(a) To change unit operators, the new 
unit operator must submit to BLM— 

(1) Statements that— 
(i) It accepts unit obligations; and 
(ii) The percentage of required inter-

est owners consented to a change of 
unit operator; and 

(2) Evidence of acceptable bonding 
(see § 3137.60(b) of this subpart). 

(b) The effective date of the change 
in unit operator is the date BLM ap-
proves the new unit operator.

§ 3137.62 What are my liabilities as a 
former unit operator? 

You are responsible for all duties and 
obligations of the unit agreement that 
accrued while you were unit operator 
up to the date BLM approves a new 
unit operator.

§ 3137.63 What are my liabilities after 
BLM approves me as the new unit 
operator? 

(a) After BLM approves the change in 
unit operator, you, as the new unit op-
erator, assume full liability, jointly 
and severally with the record title and 
operating rights owners, except as oth-
erwise provided in paragraph (c) of this 
section and to the extent permitted by 
law, for— 

(1) Compliance with the terms and 
conditions of the unit agreement, Fed-
eral laws and regulations, lease terms 
and stipulations, and BLM notices and 
orders; 

(2) Plugging unplugged wells and re-
claiming unreclaimed facilities that 
were installed or used before the effec-
tive date of the change in unit operator 
(this liability is joint and several with 
the former unit operator); and 

(3) Those liabilities accruing during 
the time you are unit operator. 

(b) Your liability includes, but is not 
limited to— 

(1) Rental and royalty payments; 
(2) Protecting the unit from loss due 

to drainage as provided in § 3137.64 of 
this subpart; 

(3) Well plugging and abandonment;
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(4) Surface reclamation; 
(5) All environmental remediation or 

restoration required by law, regula-
tions, lease terms, or conditions of ap-
proval; and 

(6) Other requirements related to 
unit operations. 

(c) Your liability for royalty and 
other payments on the unit is limited 
by section 102(a) of the Federal Oil and 
Gas Royalty Management Act of 1982, 
as amended (30 U.S.C. 1712(a)).

§ 3137.64 As a unit operator, what 
must I do to prevent or compensate 
for drainage? 

You must prevent uncompensated 
drainage of oil and gas from unit land 
by wells on land not subject to the unit 
agreement. Permissible means of satis-
fying the obligation include— 

(a) Drilling a protective well if it is 
economically feasible. For this sub-
part, economically feasible means pro-
ducing a sufficient quantity of oil or 
gas from a protective well in the unit 
for a reasonable profit above the cost 
of drilling, completing and operating 
the protective well; 

(b) Paying compensatory royalty; 
(c) Forming other agreements, or 

modifying existing agreements, that 
allow the tracts committed to the unit 
agreement to share in production after 
the effective date of the new or modi-
fied agreement; or 

(d) BLM may require additional 
measures to prevent uncompensated 
drainage.

DEVELOPMENT REQUIREMENTS

§ 3137.70 What must I do to meet ini-
tial development obligations? 

(a) To meet initial development obli-
gations by the time specified in your 
unit agreement you must— 

(1) Drill the required test well(s) to 
the primary target; 

(2) Drill at least one well that meets 
the productivity criteria (see § 3137.82 of 
this subpart); or 

(3) Establish, to BLM’s satisfaction, 
that further drilling to meet the pro-
ductivity criteria is unwarranted or 
impracticable. 

(b) You must certify to BLM that 
you met initial development obliga-
tions no later than 60 calendar days 
after meeting the obligations. BLM 

may require you to supply documenta-
tion that supports your certification.

§ 3137.71 What must I do to meet con-
tinuing development obligations? 

(a) Once you meet initial develop-
ment obligations, you must perform 
additional development. Work you did 
before meeting initial development ob-
ligations is not continuing develop-
ment. Continuing development in-
cludes the following operations— 

(1) Drilling, testing, or completing 
additional wells to the primary target 
or other unit formations; 

(2) Drilling or completing additional 
wells that establish production of oil 
and gas; 

(3) Recompleting wells or other oper-
ations that establish new unit produc-
tion; or 

(4) Drilling existing wells to a deeper 
target. 

(b) No later than 90 calendar days 
after meeting initial development obli-
gations, submit to BLM a plan that de-
scribes how you will meet continuing 
development obligations. You must 
submit to BLM updated continuing ob-
ligation plans as soon as you determine 
that, for whatever reason, the plan 
needs amending. 

(1) If you have drilled a well that 
meets the productivity criteria, your 
plan must describe the activities to 
fully develop the oil and gas field. 

(2) If you fulfilled your initial devel-
opment obligations, but did not estab-
lish a well that meets the productivity 
criteria, your plan must describe the 
further actual or constructive drilling 
operations you will conduct.

§ 3137.72 What if reasons beyond my 
control prevent me from meeting 
the initial or a continuing develop-
ment obligation by the time the 
unit agreement specifies? 

(a) If reasons beyond your control 
prevent you from meeting the initial or 
a continuing development obligation 
by the time specified in the unit agree-
ment, you may apply to BLM for an ex-
tension of time for meeting those obli-
gations. You must submit the request 
for an extension of time before the date 
the obligation is due to be met. In the 
application-

(1) State the obligation for which you 
are requesting an extension;
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(2) List the reasons beyond your con-
trol that prevent you from performing 
the obligation; and 

(3) State when you expect the reasons 
beyond your control to terminate. 

(b) BLM will grant an extension of 
time to meet initial or continuing de-
velopment obligations if we determine 
that-

(1) The extension encourages the 
greatest ultimate recovery of oil or gas 
or it is in the interest of conservation; 
and 

(2) The reasons beyond your control 
prevent you from performing the ini-
tial or a continuing development obli-
gation. 

(c) The extension of time for per-
forming the initial or a continuing de-
velopment obligation will continue for 
so long as the conditions giving rise to 
the extension continue to exist.

§ 3137.73 What will BLM do after I sub-
mit a plan to meet continuing de-
velopment obligations? 

Within 30 calendar days after receiv-
ing your proposed plan, BLM will no-
tify you in writing that we— 

(a) Approved your plan; 
(b) Rejected your plan and explain 

why. This will include an explanation 
of how you should correct the plan to 
come into compliance; or 

(c) Have not acted on the plan, ex-
plaining the reasons and when you can 
expect a final response.

§ 3137.74 What must I do after BLM ap-
proves my continuing development 
obligations plan? 

No later than 90 calendar days after 
BLM’s approval of your plan submitted 
under 3137.71(b), you must certify to 
BLM that you started operations to 
fulfill your continuing development ob-
ligations. BLM may require you to— 

(a) Supply documentation to support 
your certification; and 

(b) Submit periodic reports that dem-
onstrate continuing development.

§ 3137.75 May I perform additional de-
velopment outside established par-
ticipating areas to fulfill continuing 
development obligations? 

You may perform additional develop-
ment either within or outside a partici-
pating area, depending on the terms of 
the unit agreement.

§ 3137.76 What happens if I do not 
meet a continuing development ob-
ligation? 

(a) After you establish a partici-
pating area, if you do not meet a con-
tinuing development obligation and 
BLM has not granted you an extension 
of time to meet the obligation, the unit 
contracts. This means that— 

(1) All areas within the unit that do 
not have participating areas estab-
lished are eliminated from the unit. 
Any eliminated areas are subject to 
their original lease terms; and 

(2) Only established participating 
areas, whether they are actually pro-
ducing or not, remain in the unit. 

(b) Units contract effective the first 
day of the month after the date on 
which the unit agreement required the 
continuing development obligations to 
begin. 

(c) If you do not meet a continuing 
development obligation before you es-
tablish a participating area, the unit 
terminates (see § 3137.132 of this sub-
part).

PARTICIPATING AREAS

§ 3137.80 What are participating areas 
and how do they relate to the unit 
agreement? 

(a) Participating areas are those 
committed tracts or portions of those 
committed tracts within the unit area 
that contain a well meeting the pro-
ductivity criteria specified in the unit 
agreement. 

(b) You must include the proposed 
participating area size in the unit 
agreement for planning purposes and to 
aid in the mitigation of reasonably 
foreseeable and significantly adverse 
effects on NPR–A surface resources. 
The unit agreement must define the 
proposed participating areas. Your pro-
posed participating area may be lim-
ited to separate producible intervals or 
areas. 

(c) At the time you meet the produc-
tivity criteria discussed in § 3137.82 of 
this subpart, you must delineate those 
participating areas.

§ 3137.81 What is the function of a par-
ticipating area? 

(a) The function of a participating 
area is to allocate production to each
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committed tract within a participating 
area. For royalty purposes, BLM allo-
cates to each committed tract within 
the participating area in the same pro-
portion as that tract’s surface acreage 
in the participating area to the total 
acreage in the participating area. 

(b) For exploratory and primary re-
covery operations, BLM will consider 
gas cycling and pressure maintenance 
wells when establishing participating 
area boundaries. 

(c) For secondary and tertiary recov-
ery operations, BLM will consider all 
wells that contribute to production 
when establishing participating area 
boundaries.

§ 3137.82 What are productivity cri-
teria? 

(a) Productivity criteria are charac-
teristics of a unit well that warrant in-
cluding a defined area surrounding the 
well in a participating area. The unit 
agreement must define these criteria 
for each separate producible interval. 
You must be able to determine whether 
you meet the criteria when the well is 
drilled and you complete well testing, 
after a reasonable period of time to 
analyze new data. 

(b) To meet the productivity criteria, 
the well must indicate future produc-
tion potential sufficient to pay for the 
costs of drilling, completing, and oper-
ating the well on a unit basis. 

(c) BLM will consider wells that con-
tribute to unit production (e.g., pres-
sure maintenance, gas cycling) when 
setting the participating area bound-
aries as provided in § 3137.81(b) and (c) 
of this subpart.

§ 3137.83 What establishes a partici-
pating area? 

The first well you drill meeting the 
productivity criteria after the unit 
agreement is formed establishes an ini-
tial participating area. When you es-
tablish an initial participating area, 
lands that contain previously existing 
wells in the unit meeting the produc-
tivity criteria (see § 3137.82 of this sub-
part), will— 

(a) Be added to that initial partici-
pating area as a revision, if the well is 
completed in the same producible in-
terval; or 

(b) Become a separate participating 
area, if the well is completed in a dif-
ferent producible interval (see also 
§ 3137.88 of this subpart for wells that 
do not meet the productivity criteria).

§ 3137.84 What must I submit to BLM 
to establish a new participating 
area, or modify an existing partici-
pating area? 

To establish a new participating area 
or modify an existing participating 
area, you must submit to BLM a— 

(a) Statement that— 
(1) The well meets the productivity 

criteria (see § 3137.82 of this subpart), 
necessary to establish a new partici-
pating area. You must submit informa-
tion supporting your statement; or 

(2) Explains the reasons for modi-
fying an existing participating area. 
You must submit information sup-
porting your explanation; 

(b) Map showing the new or revised 
participating area and acreage; and 

(c) Schedule that establishes the pro-
duction allocation for each NPR-A 
lease or tract, and each record title 
holder and operating rights owner in 
the participating area. You must sub-
mit a separate allocation schedule for 
each participating area.

§ 3137.85 What is the effective date of a 
participating area? 

(a) The effective date of an initial 
participating area is the first day of 
the month in which you complete a 
well meeting the productivity criteria, 
but no earlier than the effective date of 
the unit. 

(b) The effective date of a modified 
participating area is the earlier of the 
first day of the month in which you— 

(1) Complete a new well meeting the 
productivity criteria; or 

(2) Should have known you needed to 
revise the allocation schedule.

§ 3137.86 What happens to a partici-
pating area when I obtain new in-
formation demonstrating that the 
participating area should be larger 
or smaller than previously deter-
mined? 

(a) If you obtain new information 
demonstrating that the participating 
area should be larger than BLM pre-
viously determined, within 60 calendar
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days of obtaining the information, you 
must— 

(1) File a statement, map and revised 
production allocation schedule under 
§ 3137.84 of this subpart requesting addi-
tion to the participating area of all 
committed tracts or portions of com-
mitted tracts in the unit area that 
meet the productivity criteria; 

(2) If the proposed expanded partici-
pating area is outside the existing unit 
boundaries, invite all owners of oil and 
gas rights (leased or unleased) and 
lease interests (record title and oper-
ating rights) in such additional land to 
join the unit. If the owners of oil and 
gas rights in any tract of such land 
join the unit, you must submit to 
BLM— 

(i) An application to enlarge the unit 
to include the expanded area; 

(ii) A map showing the expanded area 
of the unit and the information with 
respect to each additional committed 
tract you proposed to add to the unit 
specified in § 3137.23(c) of this subpart; 
and 

(iii) A revised allocation schedule; 
and 

(3) If any additional committed tract 
or tracts are added to the unit under 
paragraph (a)(2) of this section, you 
must file a statement, map and revised 
production allocation schedule under 
§ 3137.84 of this subpart requesting addi-
tion to the participating area of all 
such committed tracts or portions of 
such committed tracts in the unit area 
meeting the productivity criteria. 

(b) If you obtain information dem-
onstrating that the participating area 
should be smaller than previously de-
termined, within 60 calendar days of 
obtaining the information, you must 
file a statement, map and revised pro-
duction allocation schedule under 
§ 3137.84 of this subpart requesting re-
moval from the participating area of 
all land that does not meet the produc-
tivity criteria.

§ 3137.87 What must I do if there are 
unleased Federal tracts in a partici-
pating area? 

If there are unleased Federal tracts 
in a participating area, you must— 

(a) Include the unleased Federal 
tracts in the participating area, even 

though BLM will not share in unit 
costs; 

(b) Allocate production for royalty 
purposes as if the unleased Federal 
tracts were leased and committed to 
the unit agreement under § 3137.100 of 
this subpart; 

(c) Admit Federal tracts leased after 
the effective date of the unit agree-
ment into the unit agreement on the 
date the lease is effective; and 

(d) Submit to BLM revised maps, a 
list of committed leases, and allocation 
schedules that reflect the commitment 
of the newly leased Federal tracts to 
the unit.

§ 3137.88 What happens when a well 
outside a participating area does 
not meet the productivity criteria? 

If a well outside any of the estab-
lished participating area(s) does not 
meet the productivity criteria, all op-
erations on that well are non-unit op-
erations and we will not revise the par-
ticipating area. You must notify BLM 
within 60 calendar days after you de-
termine a well does not meet the pro-
ductivity criteria. You must conduct 
non-unit operations under the terms of 
the underlying lease or other federally-
approved cooperative oil and gas agree-
ments.

§ 3137.89 How does production alloca-
tion occur from wells that do not 
meet the productivity criteria? 

(a) If a well that does not meet the 
productivity criteria was drilled before 
the unit was formed, the production is 
allocated on a lease or other federally-
approved oil and gas agreement basis. 
You must pay and report the royalties 
from any such well either as specified 
in the underlying lease or other feder-
ally-approved oil and gas agreements. 

(b) If you drilled a well after the unit 
was formed and the well is completed 
within an existing participating area, 
the production becomes a part of that 
participating area production even if it 
does not meet the productivity cri-
teria. BLM may require the partici-
pating area to be revised under § 3137.84 
of this subpart. 

(c) If a well not meeting the produc-
tivity criteria is outside a partici-
pating area, the production is allocated
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as provided in paragraph (a) of this sec-
tion.

§ 3137.90 Who must operate wells that 
do not meet the productivity cri-
teria? 

(a) If a well not meeting the produc-
tivity criteria was drilled before the 
unit was formed and is not included in 
the participating area, the operator of 
the well at the time the unit was 
formed may continue as operator. 

(b) As unit operator, you must con-
tinue to operate wells drilled after unit 
formation not meeting the produc-
tivity criteria unless BLM approves a 
change in the designation of operator 
for those wells.

§ 3137.91 When will BLM allow a well 
previously determined to be a non-
unit well to be used in establishing 
or modifying a PA? 

If you, as the unit operator, complete 
sufficient work so that a well BLM pre-
viously determined to be a non-unit 
well now meets the productivity cri-
teria, you must demonstrate this to 
BLM within 60 calendar days after you 
determine that the well meets the pro-
ductivity criteria. You must then mod-
ify an existing participating area or es-
tablish a new participating area (see 
§ 3137.84 of this subpart).

§ 3137.92 When does a participating 
area terminate? 

(a) After contraction under § 3137.76 
of this subpart, a participating area 
terminates 60 calendar days after BLM 
notifies you that there is insufficient 
production to meet the operating costs 
of that production, unless you show 
that within 60 calendar days after 
BLM’s notification— 

(1) Your operations to restore or es-
tablish new production are in progress; 
and 

(2) You are diligently pursuing oil or 
gas production. 

(b) If you demonstrate to BLM that 
reasons beyond your control prevent 
you, despite reasonable diligence, from 
meeting the requirements in para-
graphs (a)(1) and (a)(2) of this section 
within 60 calendar days after BLM no-
tifies you that there is insufficient pro-
duction to meet the operating costs of 
that production, BLM will extend the 

period of time to start those oper-
ations.

PRODUCTION ALLOCATION

§ 3137.100 How must I allocate produc-
tion to the United States when a 
participating area includes un-
leased Federal lands? 

(a) When a participating area in-
cludes unleased Federal lands, you 
must allocate production as if the un-
leased Federal lands were leased and 
committed to the unit agreement (see 
§§ 3137.80 and 3137.81 of this subpart). 
The obligation to pay royalty for pro-
duction attributable to unleased Fed-
eral lands accrues from the later of the 
date the— 

(1) Committed leases in the partici-
pating area that includes unleased Fed-
eral lands receive a production alloca-
tion; or 

(2) Previously leased tracts within 
the participating area become un-
leased. 

(b) The royalty rate applicable to 
production allocated to unleased Fed-
eral lands is the greater of 121⁄2 percent 
or the highest royalty rate for any 
lease committed to the unit. 

(c) The value of the production must 
be determined under the Minerals Man-
agement Service’s oil and gas product 
value regulations at 30 CFR part 206.

OBLIGATIONS AND EXTENSIONS

§ 3137.110 Do the terms and conditions 
of a unit agreement modify Federal 
lease stipulations? 

A unit agreement does not modify 
Federal lease stipulations.

§ 3137.111 When will BLM extend the 
primary term of all leases com-
mitted to a unit agreement? 

(a) If the unit operator requests it, 
BLM will extend the primary term of 
all NPR–A leases committed to a unit 
agreement if, from anywhere in the 
unit area, there is— 

(1) Actual production from a well 
that meets the productivity criteria; 

(2) Actual or constructive drilling op-
erations; or 

(3) Actual or constructive reworking 
operations. 

(b) BLM will extend all NPR–A leases 
committed to the unit, as provided in
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the following table, for the following 
types of operations from any lease 
committed to the unit—

Type of operations Length of extension Additional extension 

(1) Actual production ............................... As long as there is production from a well 
in the unit that meets the productivity 
criteria.

Does not apply. 

(2) Actual or constructive drilling oper-
ations.

Up to three years for an initial extension Up to three more years if you dem-
onstrate reasonable diligence and rea-
sonable monetary expenditures in car-
rying out the approved drilling or re-
working operations during the initial ex-
tension. 

(3) Actual or constructive reworking op-
erations.

Up to three years for an initial extension Up to three more years if you dem-
onstrate reasonable diligence and rea-
sonable monetary expenditures in car-
rying out the approved drilling or re-
working operations during the initial ex-
tension. 

§ 3137.112 What happens if I am pre-
vented from performing actual or 
constructive drilling or reworking 
operations? 

(a) If you demonstrate to BLM that 
reasons beyond your control prevent 
you, despite reasonable diligence, from 
starting actual or constructive drill-
ing, reworking, or completing oper-
ations, BLM will extend all committed 
NPR–A leases as if you were per-
forming constructive or actual drilling 
or reworking operations. You are lim-
ited to two extensions under this sec-
tion. 

(b) You must resume actual or con-
structive drilling or reworking oper-
ations when conditions permit. If you 
do not resume operations— 

(1) BLM will cancel the extension; 
and 

(2) The unit terminates (see § 3137.131 
of this subpart).

CHANGE IN OWNERSHIP

§ 3137.120 As a transferee of an inter-
est in a unitized NPR–A lease, am I 
subject to the terms and conditions 
of the unit agreement? 

As a transferee of an interest in an 
NPR–A lease that is included in a unit 
agreement, you are subject to the 
terms and conditions of the unit agree-
ment.

UNIT TERMINATION

§ 3137.130 Under what circumstances 
will BLM approve a voluntary ter-
mination of the unit? 

BLM will approve the voluntary ter-
mination of the unit at any time— 

(a) Before the unit operator discovers 
production sufficient to establish a 
participating area; and 

(b) The unit operator submits to 
BLM certification that at least 75 per-
cent of the operating rights owners in 
the unit agreement, on a surface acre-
age basis, agree to the termination.

§ 3137.131 What happens if the unit 
terminated before the unit operator 
met the initial development obliga-
tions? 

If the unit terminated before the unit 
operator met the initial development 
obligations, BLM’s approval of the unit 
agreement is revoked. You, as lessee, 
forfeit all further benefits, including 
extensions and suspensions, granted 
any NPR–A lease as a result of having 
been committed to the unit. Any lease 
that BLM extended as a result of being 
committed to the unit would expire un-
less it qualified for an extension under 
§ 3135.1–5 of this part.

§ 3137.132 What if I do not meet a con-
tinuing development obligation be-
fore I establish any participating 
area in the unit? 

If you do not meet a continuing de-
velopment obligation before you estab-
lish any participating area, the unit
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terminates automatically. Termi-
nation is effective the day after you did 
not meet a continuing development ob-
ligation.

§ 3137.133 After participating areas 
are established, when does the unit 
terminate? 

After participating areas are estab-
lished, the unit terminates when the 
last participating area of the unit ter-
minates (see § 3137.92 of this subpart).

§ 3137.134 What happens to committed 
leases if the unit terminates? 

(a) If the unit terminates, all com-
mitted NPR–A leases return to indi-
vidual lease status and are subject to 
their original provisions. 

(b) An NPR–A lease that has com-
pleted its primary term on or before 
the date the unit terminates expires 
unless it qualifies for extension under 
§ 3135.1–5 of this part.

§ 3137.135 What are the unit operator’s 
obligations after unit termination? 

Within three months after unit ter-
mination, the unit operator must sub-
mit to BLM for approval a plan and 
schedule for mitigating the impacts re-
sulting from unit operations. The plan 
must describe in detail planned plug-
ging and abandonment and surface res-
toration operations. The unit operator 
must then comply with the BLM-ap-
proved plan and schedule.

APPEALS

§ 3137.150 How do I appeal a decision 
that BLM issues under this sub-
part? 

(a) You may file for a State Director 
Review (SDR) of a decision BLM issues 
under this subpart. Part 3160, subpart 
3165 of this title contains regulations 
on SDR; or 

(b) If you are adversely affected by a 
BLM decision under this subpart you 
may directly appeal the decision under 
parts 4 and 1840 of this title.

Subpart 3138—Subsurface Storage 
Agreements in the National 
Petroleum Reserve–Alaska 
(NPR–A)

SOURCE: 67 FR 17893, Apr. 11, 2002, unless 
otherwise noted.

§ 3138.10 When will BLM enter into a 
subsurface storage agreement in 
NPR–A covering federally-owned 
lands? 

BLM will enter into a subsurface 
storage agreement in NPR–A covering 
federally-owned lands to allow you to 
use either leased or unleased federally-
owned lands for the subsurface storage 
of oil and gas, whether or not the oil or 
gas you intend to store is produced 
from federally-owned lands, if you 
demonstrate that storage is necessary 
to— 

(a) Avoid waste; or 
(b) Promote conservation of natural 

resources.

§ 3138.11 How do I apply for a sub-
surface storage agreement? 

(a) You must submit an application 
to BLM for a subsurface storage agree-
ment that includes— 

(1) The reason for forming a sub-
surface storage agreement; 

(2) A description of the area you plan 
to include in the subsurface storage 
agreement; 

(3) A description of the formation 
you plan to use for storage; 

(4) The proposed storage fees or rent-
als. The fees or rentals must be based 
on the value of the subsurface storage, 
injection, and withdrawal volumes, and 
rental income or other income gen-
erated by the operator for letting or 
subletting the storage facilities; 

(5) The payment of royalty for native 
oil or gas (oil or gas that exists in the 
formation before injection and that is 
produced when the stored oil or gas is 
withdrawn); 

(6) A description of how often and 
under what circumstances you and 
BLM intend to renegotiate fees and 
payments; 

(7) The proposed effective date and 
term of the subsurface storage agree-
ment; 

(8) Certification that all owners of 
mineral rights (leased or unleased) and
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lease interests have consented to the 
gas storage agreement in writing; 

(9) An ownership schedule showing 
lease or land status; 

(10) A schedule showing the partici-
pation factor for all parties to the sub-
surface storage agreement; and 

(11) Supporting data (geologic maps 
showing the storage formation, res-
ervoir data, etc.) demonstrating the ca-
pability of the reservoir for storage. 

(b) BLM will negotiate the terms of a 
subsurface storage agreement with 
you, including bonding, and reservoir 
management. 

(c) BLM may request documentation 
in addition to that which you provide 
under paragraph (a) of this section.

§ 3138.12 What must I pay for storage? 

You must pay any combination of 
storage fees, rentals, or royalties to 
which you and BLM agree. The royalty 
you pay on production of native oil and 
gas from leased lands will be the roy-
alty required by the underlying 
lease(s).

PART 3140—COMBINED 
HYDROCARBON LEASING

Subpart 3140—Conversion of Existing Oil 
and Gas Leases and Valid Claims 
Based on Mineral Locations

Sec.
3140.0–1 Purpose. 
3140.0–3 Authority. 
3140.0–5 Definitions. 
3140.1 General provisions. 
3140.1–1 Existing rights. 
3140.1–2 Notice of intent to convert. 
3140.1–3 Exploration plans. 
3140.1–4 Other provisions. 
3140.2 Applications. 
3140.2–1 Forms. 
3140.2–2 Who may apply. 
3140.2–3 Application requirements. 
3140.3 Time limitations. 
3140.3–1 Conversion applications. 
3140.3–2 Action on an application. 
3140.4 Conversion. 
3140.4–1 Approval of plan of operations (and 

unit and operating agreements). 
3140.4–2 Issuance of the combined hydro-

carbon lease. 
3140.5 Duration of the lease. 
3140.6 Use of additional lands. 
3140.7 Lands within the National Park Sys-

tem.

Subpart 3141—Competitive Leasing in 
Special Tar Sand Areas

3141.0–1 Purpose. 
3141.0–3 Authority. 
3141.0–5 Definitions. 
3141.0–8 Effect of existing regulations. 
3141.1 General. 
3141.2 Prelease exploration within Special 

Tar Sand Areas. 
3141.2–1 Geophysical exploration. 
3141.2–2 Exploration licenses. 
3141.3 Land use plans. 
3141.4 Consultation. 
3141.4–1 Consultation with the Governor. 
3141.4–2 Consultation with others. 
3141.5 Leasing procedures. 
3141.5–1 Economic evaluation. 
3141.5–2 Term of lease. 
3141.5–3 Royalties and rentals. 
3141.5–4 Lease size. 
3141.5–5 Dating of lease. 
3141.6 Sale procedures. 
3141.6–1 Initiation of competitive lease of-

fering. 
3141.6–2 Publication of a notice of competi-

tive lease offering. 
3141.6–3 Conduct of sales. 
3141.6–4 Qualifications. 
3141.6–5 Fair market value. 
3141.6–6 Rejection of bid. 
3141.6–7 Consideration of next highest bid. 
3141.7 Award of lease.

Subpart 3142—Paying Quantities/Diligent 
Development

3142.0–1 Purpose. 
3142.0–3 Authority. 
3142.0–5 Definitions. 
3142.1 Diligent development. 
3142.2 Minimum production levels. 
3142.2–1 Minimum production schedule. 
3142.2–2 Advance royalties in lieu of produc-

tion. 
3142.3 Expiration.

AUTHORITY: 30 U.S.C. 181 et seq.; 30 U.S.C. 
351–359; 95 Stat. 1070; 43 U.S.C. 1701 et seq, un-
less otherwise noted.

Subpart 3140—Conversion of Ex-
isting Oil and Gas Leases and 
Valid Claims Based on Min-
eral Locations

AUTHORITY: 30 U.S.C. 181 et seq.

SOURCE: 47 FR 22478, May 24, 1982, unless 
otherwise noted.

§ 3140.0–1 Purpose. 
The purpose of this subpart is to pro-

vide for the conversion of existing oil 
and gas leases and valid claims based
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