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1206.361 How will ONRR determine whether 
my royalty or direct use fee payments 
are correct? 

1206.362 What are my responsibilities to 
place production into marketable condi-
tion and to market production? 

1206.363 When is an ONRR audit, review, 
reconciliation, monitoring, or other like 
process considered final? 

1206.364 How do I request a value or gross 
proceeds determination? 

1206.365 Does ONRR protect information I 
provide? 

1206.366 What is the nominal fee that a 
State, tribal, or local government lessee 
must pay for the use of geothermal re-
sources? 

Subpart I—OCS Sulfur [Reserved] 

Subpart J—Indian Coal 

1206.450 Purpose and scope. 
1206.451 Definitions. 
1206.452 Coal subject to royalties—general 

provisions. 
1206.453 Quality and quantity measurement 

standards for reporting and paying royal-
ties. 

1206.454 Point of royalty determination. 
1206.455 Valuation standards for cents-per- 

ton leases. 
1206.456 Valuation standards for ad valorem 

leases. 
1206.457 Washing allowances—general. 
1206.458 Determination of washing allow-

ances. 
1206.459 Allocation of washed coal. 
1206.460 Transportation allowances—gen-

eral. 
1206.461 Determination of transportation al-

lowances. 
1206.462 [Reserved] 
1206.463 In-situ and surface gasification and 

liquefaction operations. 
1206.464 Value enhancement of marketable 

coal. 

AUTHORITY: 5 U.S.C. 301 et seq.; 25 U.S.C. 396 
et seq., 396a et seq., 2101 et seq.; 30 U.S.C. 181 
et seq., 351 et seq., 1001 et seq., 1701 et seq.; 31 
U.S.C. 9701.; 43 U.S.C. 1301 et seq., 1331 et seq., 
and 1801 et seq. 

EDITORIAL NOTE: Nomenclature changes to 
part 206 appear at 67 FR 19111, Apr. 18, 2002. 

SOURCE: 48 FR 35641, Aug. 5, 1983, unless 
otherwise noted. Redesignated at 75 FR 61069, 
Oct. 4, 2010. 

Subpart A—General Provisions 

§ 1206.10 Information collection. 
The information collection require-

ments contained in this part have been 
approved by the Office of Management 

and Budget (OMB) under 44 U.S.C. 3501 
et seq. The forms, filing date, and ap-
proved OMB clearance numbers are 
identified in § 1210.10. 

[57 FR 41863, Sept. 14, 1992] 

Subpart B—Indian Oil 

SOURCE: 61 FR 5455, Feb. 12, 1996, unless 
otherwise noted. 

§ 1206.50 What is the purpose of this 
subpart? 

(a) This subpart applies to all oil pro-
duced from Indian (tribal and allotted) 
oil and gas leases (except leases on the 
Osage Indian Reservation, Osage Coun-
ty, Oklahoma). This subpart does not 
apply to Federal leases, including Fed-
eral leases for which revenues are 
shared with Alaska Native Corpora-
tions. This subpart: 

(1) Establishes the value of produc-
tion for royalty purposes consistent 
with the Indian mineral leasing laws, 
other applicable laws, and lease terms; 

(2) Explains how you as a lessee must 
calculate the value of production for 
royalty purposes consistent with appli-
cable statutes and lease terms; and 

(3) Is intended to ensure that the 
United States discharges its trust re-
sponsibilities for administering Indian 
oil and gas leases under the governing 
Indian mineral leasing laws, treaties, 
and lease terms. 

(b) If the regulations in this subpart 
are inconsistent with a Federal stat-
ute, a settlement agreement or written 
agreement as these terms are defined 
in this paragraph, or an express provi-
sion of an oil and gas lease subject to 
this subpart, then the statute, settle-
ment agreement, written agreement, or 
lease provision will govern to the ex-
tent of the inconsistency. For purposes 
of this paragraph: 

(1) Settlement agreement means a set-
tlement agreement that is between the 
United States and a lessee, or between 
an individual Indian mineral owner and 
a lessee and is approved by the United 
States, resulting from administrative 
or judicial litigation; and 

(2) Written agreement means a written 
agreement between the lessee and the 
ONRR Director (and approved by the 
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tribal lessor for tribal leases) estab-
lishing a method to determine the 
value of production from any lease that 
ONRR expects at least would approxi-
mate the value established under this 
subpart. 

(c) The ONRR or Indian tribes may 
audit, or perform other compliance re-
views, and require a lessee to adjust 
royalty payments and reports. 

[72 FR 71241, Dec. 17, 2007] 

§ 1206.51 What definitions apply to this 
subpart? 

For purposes of this subpart: 
Affiliate means a person who controls, 

is controlled by, or is under common 
control with another person. 

(1) Ownership or common ownership 
of more than 50 percent of the voting 
securities, or instruments of owner-
ship, or other forms of ownership, of 
another person constitutes control. 
Ownership of less than 10 percent con-
stitutes a presumption of noncontrol 
that ONRR may rebut. 

(2) If there is ownership or common 
ownership of 10 through 50 percent of 
the voting securities or instruments of 
ownership, or other forms of owner-
ship, of another person, ONRR will con-
sider the following factors in deter-
mining whether there is control in a 
particular case: 

(i) The extent to which there are 
common officers or directors; 

(ii) With respect to the voting securi-
ties, or instruments of ownership, or 
other forms of ownership: 

(A) The percentage of ownership or 
common ownership; 

(B) The relative percentage of owner-
ship or common ownership compared to 
the percentage(s) of ownership by other 
persons; 

(C) Whether a person is the greatest 
single owner; and 

(D) Whether there is an opposing vot-
ing bloc of greater ownership; 

(iii) Operation of a lease, plant, or 
other facility; 

(iv) The extent of participation by 
other owners in operations and day-to- 
day management of a lease, plant, or 
other facility; and 

(v) Other evidence of power to exer-
cise control over or common control 
with another person. 

(3) Regardless of any percentage of 
ownership or common ownership, rel-
atives, either by blood or marriage, are 
affiliates. 

Area means a geographic region at 
least as large as the defined limits of 
an oil and/or gas field in which oil and/ 
or gas lease products have similar qual-
ity, economic, and legal characteris-
tics. 

Arm’s-length contract means a con-
tract or agreement between inde-
pendent persons who are not affiliates 
and who have opposing economic inter-
ests regarding that contract. To be 
considered arm’s length for any pro-
duction month, a contract must satisfy 
this definition for that month, as well 
as when the contract was executed. 

Audit means a review, conducted in 
accordance with generally accepted ac-
counting and auditing standards, of 
royalty payment compliance activities 
of lessees or other interest holders who 
pay royalties, rents, or bonuses on In-
dian leases. 

BLM means the Bureau of Land Man-
agement of the Department of the Inte-
rior. 

Condensate means liquid hydro-
carbons (generally exceeding 40 degrees 
of API gravity) recovered at the sur-
face without resorting to processing. 
Condensate is the mixture of liquid hy-
drocarbons that results from condensa-
tion of petroleum hydrocarbons exist-
ing initially in a gaseous phase in an 
underground reservoir. 

Contract means any oral or written 
agreement, including amendments or 
revisions thereto, between two or more 
persons and enforceable by law that 
with due consideration creates an obli-
gation. 

Exchange agreement means an agree-
ment where one person agrees to de-
liver oil to another person at a speci-
fied location in exchange for oil deliv-
eries at another location, and other 
consideration. Exchange agreements: 

(1) May or may not specify prices for 
the oil involved; 

(2) Frequently specify dollar amounts 
reflecting location, quality, or other 
differentials; 

(3) Include buy/sell agreements, 
which specify prices to be paid at each 
exchange point and may appear to be 
two separate sales within the same 
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