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§1208.9

access to its onshore royalty oil enti-
tlement at facilities on or adjacent to
the lease, the operator of the lease
must designate an alternate delivery
point at no additional cost to the pur-
chaser or the Government. The pur-
chaser must have physical access to
the oil at the alternate delivery point
and such point must be approved by
ONRR.

(b) The lessee shall deliver royalty
oil from section 8 offshore leases issued
after September 1969 at a delivery
point to be designated by ONRR. The
lessee shall deliver royalty oil from
section 8 offshore leases issued before
October 1969 or from section 6 leases at
a delivery point to be designated by the
lessee. If the delivery point is on or im-
mediately adjacent to the lease, the
royalty oil will be delivered without
cost to the Federal Government as an
undivided portion of production in
marketable condition at pipeline con-
nections or other facilities provided by
the lessee, unless other arrangements
are approved by ONRR. If the delivery
point is not on or immediately adja-
cent to the lease, ONRR will reimburse
the lessee for the reasonable cost of
transportation to such point in an
amount not to exceed the transpor-
tation allowance determined pursuant
to 30 CFR part 1206. The ONRR will in-
clude such transportation costs in the
price charged for the oil taken in kind
to reflect the value of the oil at the de-
livery point. Arrangements for delivery
of the royalty oil from, or exchange of
the oil at, the delivery point, and re-
lated transportation costs, are the re-
sponsibility of the purchaser of the
royalty oil. In addition, quality dif-
ferentials between the royalty oil to
which a purchaser is entitled and the
oil which is made available at the de-
livery point are matters to be resolved
between the purchaser and the oper-
ator.

(c) When the purchaser has physical
access to the royalty oil at the delivery
point, the lessee shall deliver such oil
in marketable condition at pipeline
connections or other facilities des-
ignated by ONRR. If the lessee is un-
able to provide the royalty portion of
actual production from the lease, the
lessee must provide crude oil to the
purchaser which is equivalent in vol-
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ume or value to the royalty oil to
which the purchaser is entitled. The
lessee will deliver the royalty oil to
the purchaser during normal operating
hours and in reasonable quantities and
intervals. The lessee will make avail-
able and the purchaser will accept de-
livery of the royalty oil entitlement no
later than the last day of the calendar
month immediately following the cal-
endar month in which the oil was pro-
duced. Failure to accept deliveries
shall constitute grounds for the termi-
nation of the contract.

(d) Upon termination of deliveries
under a royalty oil contract, the trans-
portation allowance and delivery point
designation authorized by this section
no longer will remain in effect.

§1208.9 Agreements.

(a) A purchaser must submit to
ONRR two copies of any written third-
party agreements, or two copies of a
full written explanation of any oral
third-party agreements, relating to the
method and costs of delivery of royalty
oil, or crude oil exchanged for the roy-
alty oil, from the point of delivery
under the contract to the purchaser’s
refinery. In addition, the purchaser
must submit copies of agreements per-
taining to quality differentials which
may occur between leases and delivery
points.

(b) A purchaser may not sell royalty
oil which it purchases pursuant to this
part except for purposes of an exchange
for other crude oil on a volume or
equivalent value basis.

(c) Royalty oil purchased under this
part, or crude oil received in exchange
for such royalty oil, must be processed
into refined petroleum products in the
purchaser’s refinery.

§1208.10 Notices.

(a) The ONRR shall notify each oper-
ator, by certified mail, of the Sec-
retary’s decision to take royalty oil in
kind. This notice shall be mailed at
least 45 days in advance of the effective
date of delivery and will specify deliv-
ery points for offshore oil for OCS
leases issued after September 1969.

(b) Deliveries of royalty oil may be
partially terminated only with the
written approval of the Director,
ONRR.
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