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U.S. GOVERNMENT
INFORMATION

GPO

Surface Mining Reclamation and Enforcement, Interior

Resources Revenue (ONRR), State or
Indian representatives, BOEM, Bureau
of Safety and Environmental Enforce-
ment (BSEE) or BLM officials, auditors
of the General Accounting Office, or
other persons authorized to receive
such documents, or shall be submitted
to ONRR within a reasonable period of
time, as determined by ONRR. Any
oral sales arrangement negotiated by
the lessee must be placed in written
form and retained by the lessee.
Records shall be retained in accordance
with 30 CFR part 1212.

[63 FR 1225, Jan. 15, 1988, as amended at 78
FR 30204, May 22, 2013]

Subpart B—Oil, Gas, and OCS
Sulfur, General [Reserved]

Subpart C—Federal and Indian Oil
[Reserved]

Subpart D—Federal and Indian
Gas [Reserved]

Subpart E—Solid Minerals, General
[Reserved]

Subpart F—Coal [Reserved]

Subpart G—Other Solid Minerals
[Reserved]

Subpart H—Geothermal
Resources [Reserved]

Subpart I—OCS Sulfur [Reserved]
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Subpart A—General Provisons

Sec.

1208.1 General.

1208.2 Definitions.

1208.3 Information collection.

1208.4 Royalty oil sales to eligible refiners.
1208.5 Notice of royalty oil sale.

1208.6 General application procedures.
1208.7 Determination of eligibility.
1208.8 Transportation and delivery.
1208.9 Agreements.

1208.10 Notices.

1208.11 Surety requirements.

1208.12 Payment requirements.

1208.13 Reporting requirements.

§1208.2
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1208.16 How to appeal a contracting officer’s
decision that you receive.

1208.17 Suspensions for national emer-
gencies.

AUTHORITY: 5 U.S.C. 301 et seq.; 30 U.S.C. 181
et seq., 351 et seq., 1701 et seq.; 31 U.S.C. 9701;
41 U.S.C. 601 et seq.; 43 U.S.C. 1301 et seq., 1331
et seq., and 1801 et seq.

SOURCE: 52 FR 41913, Oct. 30, 1987, unless
otherwise noted. Redesignated at 75 FR 61080,
Oct. 4, 2010.

Subpart A—General Provisions

§1208.1 General.

The regulations in this part govern
the sale of royalty oil by the United
States to eligible refiners. The regula-
tions apply to royalty oil from leases
on Federal lands onshore and on the
Outer Continental Shelf (OCS).

§1208.2 Definitions.

Allotment means the quantity of roy-
alty oil that DOI determines is avail-
able to each eligible refiner that has
applied for a portion of the total vol-
ume of royalty oil offered in a given
royalty oil sale.

Application means the formal written
request to DOI on Form MMS-4070 by
an eligible refiner interested in pur-
chasing a quantity of royalty oil from
the approximate volume announced by
DOI in a given ‘‘Notice of Availability
of Royalty Oil.”

Area or Region means the geographic
territory having Federal oil and gas
leases over which ONRR has jurisdic-
tion, unless the context in which those
words are used indicates that a dif-
ferent meaning is intended.

Contracting officer means the Direc-
tor, his or her delegate, or the person
designated under a royalty oil purchase
contract.

Contracting officer’s decision means an
ONRR order or decision that a con-
tracting officer issues under this part
to a purchaser of oil under a royalty oil
purchase contract.

Delivery point means the point where
the lessor, in accordance with lease
terms, directs the lessee to deliver roy-
alty oil to a purchaser. Title to the
royalty oil, or to the quantity thereof
in a commingled stream, passes from
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the Federal Government to the pur-
chaser at this designated point, which
is specified in the royalty oil contract.
For onshore leases, the delivery point
will be on or adjacent to the lease, ex-
cept as provided in §1208.8(a) of this
part. In instances where an onshore de-
livery point is designated for offshore
royalty oil, such point generally will
be the first onshore point where the
price of the oil, including transpor-
tation costs, can be determined and
where the purchaser can either ex-
change or take delivery of the oil. The
Government does not guarantee phys-
ical access to the oil at such point.

Director means the Director of ONRR,
who is responsible for its overall direc-
tion, or his or her delegate(s).

DOI means the Department of the In-
terior, including the Secretary or his
or her delegate(s).

Eligible refiner means a refiner of
crude oil that meets the following cri-
teria for eligibility to purchase royalty
oil:

(1) For the purchase of royalty oil
from onshore leases, it means a refiner
that qualifies as a small and inde-
pendent refiner as those terms are de-
fined in sections 3(3) and 3(4) of the
Emergency Petroleum Allocation Act,
15 U.S.C. 751 et seq., except that the
time period for determination con-
tained in section 3(3)(A) would be the
calendar quarter immediately pre-
ceding the date of the applicable ‘‘No-
tice of Availability of Royalty Oil.” A
refiner that, together with all persons
controlled by, in control of, under com-
mon control with, or otherwise affili-
ated with the refiner, inputs a volume
of domestic crude oil from its own pro-
duction exceeding 30 percent of its
total refinery input of crude oil is in-
eligible to participate in royalty oil
sales under this part. Crude oil re-
ceived in exchange for such refiner’s
own production is considered to be that
refiner’s own production for purposes
of this section.

(2) For the purchase of royalty oil
from leases on the OCS, it means a re-
finer that qualifies as a small business
enterprise under the rules of the Small
Business Administration (13 CFR part
121).

Entitlement means the volume of roy-
alty oil from the Federal Government’s

30 CFR Ch. VII (7-1-14 Edition)

share of production from a Federal
lease which a purchaser is entitled to
receive under a royalty oil contract.

Exchange agreement means a written
agreement between the purchaser and
another person for the exchange of roy-
alty oil purchased under this part for
other o0il on a volume or equivalent
value basis.

Fair market value means the value of
0il—(1) Computed at a unit price equiv-
alent to the average unit price at
which oil was sold pursuant to a lease
during the period for which any roy-
alty or net profit share is accrued or
reserved to the United States pursuant
to such lease, or

(2) If there were no such sales, or if
the Secretary finds that there were an
insufficient number of such sales to eq-
uitably determine such value, com-
puted at the average unit price at
which oil was sold pursuant to other
leases in the same region of the OCS
during such period, or

(3) If there were no sales of oil from
such region during such period, or if
the Secretary finds that there are an
insufficient number of such sales to eq-
uitably determine such value, at an ap-
propriate price determined by the Sec-
retary.

Federal lease means a contractual
agreement with the Federal Govern-
ment which authorizes the exploration,
development, and production of oil and
gas on Federal lands onshore or on the
OocCs.

Interim sale means a sale conducted
as a result of substantial additional
royalty oil becoming available in a spe-
cific area prior to the scheduled expira-
tion date of royalty oil contracts in ef-
fect for that area.

Lessee means any person to whom the
United States issues a lease, or any
person who has been assigned an obli-
gation to make royalty or other pay-
ments required by the lease.

Notice of Awvailability of Royalty Oil
means a notice published by DOI in the
FEDERAL REGISTER (and in other print-
ed media when appropriate, such as a
newspaper or magazine of general or
specialized circulation) to advise inter-
ested parties of the availability of roy-
alty oil for purchase by eligible refin-
ers and the approximate volume of roy-
alty oil available to the applicants.
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OCS means the Outer Continental
Shelf, as defined in 43 U.S.C. 1331(a).

OCSLA means the Outer Continental
Shelf Lands Act (43 U.S.C. 1331 et seq.,
as amended by 43 U.S.C. 1801 et seq.).

Oil means a mixture of hydrocarbons
that existed in the liquid phase in nat-
ural underground reservoirs and re-
mains liquid at atmospheric pressure
after passing through surface sepa-
rating facilities and is marketed or
used as such. Condensate recovered in
lease separators or field facilities is
considered to be oil.

ONRR means the Office of Natural
Resources Revenue of the Department
of the Interior.

Operator means any person, including
a lessee, who has control of or who
manages operations on an oil and gas
lease site on Federal onshore lands or
on the OCS.

Payor means any person responsible
for reporting royalties from a Federal
lease or leases on Form MMS-2014.

Person means any individual, firm,
corporation, association, partnership,
consortium, or joint venture.

Preference eligible refiner means an eli-
gible refiner with at least one oper-
ating refinery which is located within
the area designated as the preference
eligible area in the ‘‘Notice of Avail-
ability of Royalty Oil.”” A refiner may
be deemed to be a preference eligible
refiner if it owns a refinery located in
the preference eligible area which is
not operational if the refiner meets the
requirements of §1208.7(g) of this part.

Purchaser means anyone Wwho ac-
quires royalty oil sold by DOI under
the Federal Government’s Royalty-in-
Kind (RIK) Program and who has a
contractual obligation under an agree-
ment to purchase royalty oil.

Reallocation means an offering of roy-
alty oil previously allocated in a spe-
cific sale but subsequently turned back
to ONRR. A reallocation would only be
made if substantial amounts of royalty
oil are turned back.

Refined petroleum product means gaso-
line, kerosene, distillates (including
Number 2 fuel oil), refined lubricating
oils, or diesel fuel.

Royalty oil means that amount of oil
that DOI takes in kind in partial or
full satisfaction of a lessee’s royalty or
net profit share obligations as deter-

§1208.4

mined by whatever lease interest the
lessee holds under an applicable min-
eral leasing law.

Secretary means the Secretary of the
Department of the Interior or his/her
delegate(s).

Section 6 lease means an oil and gas
lease originally issued by any State
and currently maintained in effect pur-
suant to section 6 of the OCSLA.

Section 8 lease means an o0il and gas
lease originally issued by the United
States pursuant to section 8 of the
OCSLA.

[62 FR 41913, Oct. 30, 1987; 52 FR 45528, Nov.
30, 1987, as amended at 58 FR 64901, Dec. 10,
1993; 64 FR 26251, May 13, 1999]

§1208.3 Information collection.

The information collection require-
ments contained in this part have been
approved by OMB under 44 U.S.C. 3501
et seq. The form, filing date, and ap-
proved OMB clearance number are
identified in 30 CFR 210.10.

[568 FR 64901, Dec. 10, 1993]

§1208.4 Royalty oil sales to eligible re-
finers.

(a) Determination to take royalty oil in
kind. The Secretary may evaluate
crude oil market conditions from time
to time. The evaluation will include,
among other things, the availability of
crude oil and the crude oil require-
ments of the Federal Government, pri-
marily those requirements concerning
matters of national interest and de-
fense. The Secretary will review these
items and will determine whether eligi-
ble refiners have access to adequate
supplies of crude oil and whether such
oil is available to eligible refiners at
equitable prices. Such determinations
may be made on a regional basis. The
determination by the Secretary shall
be published in the FEDERAL REGISTER
concurrent with or included in the
‘“Notice of Availability of Royalty Oil”’
required by §1208.5.

(b) Sale to eligible refiners. (1) Upon a
determination by the Secretary under
paragraph (a) of this section that eligi-
ble refiners do not have access to ade-
quate supplies of crude oil at equitable
prices, the Secretary, at his or her dis-
cretion, may elect to take in kind some
or all of the royalty oil accruing to the
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