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25 CFR Ch. I (4–1–11 Edition) § 226.26 

or zone having indication of possible 
oil production, he/she shall imme-
diately notify the other lessee and the 
Superintendent. Lessee drilling the 
well shall obtain all information which 
a prudent operator utilizes to evaluate 
the productive capability of such for-
mation or zone. 

(a) Gas well to be turned over to gas les-
see. If the oil lessee drills a gas well, he/ 
she shall, without removing from the 
well any of the casing or other equip-
ment, immediately shut the well in and 
notify the gas lessee and the Super-
intendent. If the gas lessee does not, 
within 45 days after receiving notice 
and cost of drilling, elect to take over 
such well and reimburse the oil lessee 
the cost of drilling, including all dam-
ages paid and the cost in-place of cas-
ing, tubing, and other equipment, the 
oil lessee shall immediately confine 
the gas to the original stratum. The 
disposition of such well and the produc-
tion therefrom shall then be subject to 
the approval of the Superintendent. In 
the event the oil lessee and gas lessee 
cannot agree on the cost of the well, 
such cost shall be apportioned between 
the oil and gas lessee by the Super-
intendent. If such apportionment is not 
accepted, the well shall be plugged by 
the oil and gas lessee who drilled the 
well. 

(b) Oil well to be turned over to oil 
lessee. If the gas lessee drills an oil 
well, he/she must immediately, without 
removing from the well any of the cas-
ing or other equipment, notify the oil 
lessee and the superintendent. 

(1) If the oil lessee does not, within 45 
days after receipt of notice and cost of 
drilling, elect to take over the well, he/ 
she must immediately notify the gas 
lessee. From that point, the super-
intendent must approve the disposition 
of the well, and any gas produced from 
it. 

(2) If the oil lessee chooses to take 
over the well, he/she must pay to the 
gas lessee: 

(i) The cost of drilling the well, in-
cluding all damages paid; and 

(ii) The cost in place of casing and 
other equipment. 

(3) If the oil lessee and the gas lessee 
cannot agree on the cost of the well, 
the superintendent will apportion the 
cost between the oil and gas lessees. If 

the lessees do not accept the apportion-
ment, the oil or gas lessee who drilled 
the well must plug the well. 

(c) Lands not leased. If the gas lessee 
shall drill an oil well upon lands not 
leased for oil purposes or vice versa, 
the Superintendent may, until such 
time as said lands are leased, permit 
the lessee who drilled the well to oper-
ate and market the production there-
from. When said lands are leased, the 
lessee who drilled and completed the 
well shall be reimbursed by the oil or 
gas lessee, for the cost of drilling said 
well, including all damages paid and 
the cost in-place of casing, tubing, and 
other equipment. If the lessee does not 
elect to take over said well as provided 
above, the disposition of such well and 
the production therefrom shall be de-
termined by the Superintendent. In the 
event the oil lessee and gas lessee can-
not agree on the cost of the well, such 
cost shall be apportioned between the 
oil and gas lessee by the Super-
intendent. If such apportionment is not 
accepted, the well shall be plugged by 
the oil and gas lessee who drilled the 
well. 

[39 FR 22254, June 21, 1974. Redesignated at 47 
FR 13327, Mar. 30, 1982, as amended at 55 FR 
33115, Aug. 14, 1990; 64 FR 13896, Mar. 23, 1999] 

§ 226.26 Determining cost of well. 

The term ‘‘cost of drilling’’ as applied 
where one lessee takes over a well 
drilled by another, shall include all 
reasonable, usual, necessary, and prop-
er expenditures. A list of expenses men-
tioned in this section shall be pre-
sented to proposed purchasing lessee 
within 10 days after the completion of 
the well. In the event of a disagree-
ment between the parties as to the 
charges assessed against the well that 
is to be taken over, such charges shall 
be determined by the Superintendent. 

§ 226.27 Gas for operating purposes 
and tribal use. 

(a) Gas to be furnished oil lessee. Les-
see of a producing gas lease shall fur-
nish the oil lessee sufficient gas for op-
erating purposes at a rate to be agreed 
upon, or on failure to agree the rate 
shall be determined by the Super-
intendent: Provided, That the oil lessee 
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