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business days after you receive the 
lease copies, you must: 

(1) Execute all copies of the lease; 
(2) Pay the first year’s rental; 
(3) Pay the balance of the bonus bid, 

unless deferred under paragraph (b) 
below; 

(4) Comply with subpart I of this 
part; and, 

(5) Return all copies of the executed 
lease, including any required bond or 
other form of security approved by the 
Regional Director, to BOEM. 

(b) If provided for in the final notice 
of sale, BOEM may defer any part of 
the bonus and bid payment for up to 
five years after the sale according to a 
schedule included in the final notice of 
sale. You must provide a bond accept-
able to BOEM to guarantee payment of 
a deferred bonus bid. 

(c) If you do not make the required 
payments and execute and return all 
copies of the lease and any required 
bond within 11 business days after re-
ceipt, or if you otherwise fail to com-
ply with applicable regulations, your 
deposit will be forfeited. However, 
BOEM will return any deposit with in-
terest if the tract is withdrawn from 
leasing before you execute the lease. 

(d) If you use an agent to execute the 
lease, you must include evidence with 
the executed copies of the lease that a 
person who is on the list of persons ref-
erenced in § 556.402(c)(3) authorized the 
agent to act for you. 

(e) After you comply with all require-
ments in this section, and after BOEM 
has executed the lease, BOEM will send 
you a fully executed lease. 

§ 556.521 When is my lease effective? 

Your lease is effective on the first 
day of the month following the date 
that BOEM executes the lease. You 
may request in writing, before BOEM 
executes the lease, that your lease be 
effective as of the first day of the 
month in which BOEM executes the 
lease. If BOEM agrees to make the 
lease effective as of the earlier date, 
BOEM will so indicate when it executes 
the lease. 

§ 556.522 What are the terms and con-
ditions of the lease and when are 
they published? 

The terms and conditions of the lease 
will be stated in the final notice of sale 
and contained in the lease instrument 
itself. Oil and gas leases and leases for 
sulfur will be issued on forms approved 
by the Director. 

Subpart F—Lease Term and 
Obligations 

LENGTH OF LEASE 

§ 556.600 What is the primary term of 
my oil and gas lease? 

(a) The primary term of an oil and 
gas lease will be five years, unless 
BOEM determines that: 

(1) The lease is located in unusually 
deep water or involves other unusually 
adverse conditions; and, 

(2) A lease term longer than five 
years is necessary to explore and de-
velop the lease. 

(b) If BOEM determines that the cri-
teria in paragraphs (a)(1) and (2) of this 
section are met, it may specify a 
longer primary term, not to exceed 10 
years. 

(c) BOEM will specify the primary 
term in the final notice of sale and in 
the lease instrument. 

(d) The lease will expire at the end of 
the primary term, unless maintained 
beyond that term in accordance with 
the provisions of § 556.601. 

§ 556.601 How may I maintain my oil 
and gas lease beyond the primary 
term? 

You may maintain your oil and gas 
lease beyond the expiration of the pri-
mary term as long as: 

(a) You are producing oil or gas in 
paying quantities; 

(b) You are conducting approved 
drilling or well reworking operations 
with the objective of establishing pro-
duction in paying quantities, in accord-
ance with 30 CFR 250.180; 

(c) You are producing from, or drill-
ing or reworking, an approved well ad-
jacent to or adjoining your lease that 
extends directionally into your lease in 
accordance with 30 CFR 256.71; 
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(d) You make compensatory pay-
ments on your lease in accordance with 
30 CFR 256.72; 

(e) Your lease is included in a BSEE- 
approved unit, in accordance with 30 
CFR part 250, subpart M; or 

(f) Your lease is subject to a suspen-
sion of production or a suspension of 
operations, in accordance with 30 CFR 
250.168 through 250.180, for reasons 
other than gross negligence or a willful 
violation of a provision of your lease or 
any governing regulations. 

§ 556.602 What is the primary term of 
my sulfur lease? 

(a) Your sulfur lease will have a pri-
mary term of not more than 10 years, 
as specified in the lease. 

(b) BOEM will announce the primary 
term prior to the lease sale. 

(c) The lease will expire at the end of 
the primary term unless maintained 
beyond that term in accordance with 
the provisions of § 556.603. 

§ 556.603 How may I maintain my sul-
fur lease beyond the primary term? 

You may maintain your sulfur lease 
after the primary term as long as you 
are producing sulfur in paying quan-
tities, conducting drilling, well re-
working or plant construction, or other 
operations for the production of sulfur 
or you are granted a suspension by 
BSEE; or your lease is subject to a sus-
pension directed by BSEE for reasons 
other than gross negligence or a willful 
violation of a provision of your lease or 
governing regulations. 

LEASE OBLIGATIONS 

§ 556.604 What are my rights and obli-
gations as a record title owner? 

(a) As a record title owner, you are 
responsible for all administrative and 
operating performance on the lease, in-
cluding paying any rent and royalty 
due. 

(b)(1) A record title owner owns oper-
ating rights to the lease, unless and 
until he or she severs the operating 
rights by subleasing them to someone 
else. 

(2) A sublease of operating rights 
from record title may be for a whole or 
undivided fractional interest in the en-
tire lease or a described aliquot portion 

of the lease and/or a depth interval. 
The sublease creates an operating 
rights interest in the sublessee, herein 
referred to as the operating rights 
owner. 

(c) Within any given aliquot, the 
record title owner may sublease oper-
ating rights for up to a maximum of 
two depth divisions, which may result 
in a maximum of three different depth 
intervals. But, if the one, or two, depth 
divisions to which operating rights are 
subleased do not include the entire 
depth of the lease, whatever depth divi-
sion(s) has not been subleased, remains 
part of the lessee/sublessor’s record 
title interest. The depth intervals for 
which operating rights are subleased 
must be defined by a beginning and 
ending depth and the ending of one 
depth level must abut the beginning of 
the next depth level, with no gap in be-
tween. 

(d) Every current and prior record 
title owner is jointly and severally lia-
ble, along with all other record title 
owners and all prior and current oper-
ating rights owners, for compliance 
with all non-monetary terms and con-
ditions of the lease and all regulations 
issued under OCSLA, as well as for ful-
filling all non-monetary obligations, 
including decommissioning obliga-
tions, which accrue while it holds 
record title interest. 

(e) Record title owners that acquired 
their record title interests through as-
signment from a prior record title 
owner are also responsible for rem-
edying all existing environmental or 
operational problems on any lease in 
which they own record title interests, 
with subrogation rights against prior 
lessees. 

(f) For monetary obligations, your 
obligation depends on the source of the 
monetary obligation and whether you 
have retained or severed your oper-
ating rights. 

(1) With respect to those operating 
rights that you have retained, you are 
primarily liable under 30 U.S.C. 1712(a) 
for your pro-rata share of all other 
monetary obligations pertaining to 
that portion of the lease subject to the 
operating rights you have retained, 
based on your share of operating rights 
in that portion of the lease. 
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(2) With respect to all monetary obli-
gations arising from or in connection 
with those operating rights that have 
been severed from your record title in-
terest, your obligation is secondary to 
that of the sublessee(s) or later as-
signee(s) of the operating rights that 
were severed from your record title in-
terest, as prescribed in 30 U.S.C. 
1712(a). 

§ 556.605 What are my rights and obli-
gations as an operating rights 
owner? 

(a) As an operating rights owner, you 
have the right to enter the leased area 
to explore for, develop, and produce oil 
and gas resources, except helium gas, 
contained within the aliquot(s) and 
depths within which you own operating 
rights, according to the lease terms, 
applicable regulations, and BOEM’s ap-
proval of the sublease or subsequent as-
signment of the operating rights. 

(b) Unless otherwise prohibited, you 
have the right to authorize another 
party to conduct operations on the 
part of the lease to which your oper-
ating rights appertain. 

(c) An owner of operating rights who 
is designating a new designated oper-
ator must file a designation of operator 
under § 550.143 of this chapter. 

(d) An operating rights owner is only 
liable for obligations arising from that 
portion of the lease to which its oper-
ating rights appertain and that accrue 
during the period in which the oper-
ating rights owner owned the operating 
rights. 

(e) You are jointly and severally lia-
ble with other operating rights owners 
and the record title owners for all non- 
monetary lease obligations pertaining 
to that portion of the lease subject to 
your operating rights, which accrued 
during the time you held your oper-
ating rights interest. 

(f) An operating rights owner that ac-
quires its operating rights interests 
through assignment from a prior oper-
ating rights owner is also responsible, 
with subrogation rights against prior 
operating rights owners, for remedying 
existing environmental or operational 
problems, to the extent that such prob-
lems arise from that portion of the 
lease to which its operating rights ap-

pertain, on any lease in which it owns 
operating rights. 

(g) You are primarily liable for mon-
etary obligations pertaining to that 
portion of the lease subject to your op-
erating rights, and the record title 
owners are secondarily liable. If there 
is more than one operating rights 
owner in a lease, each operating rights 
owner is primarily liable for its pro- 
rata share of the monetary obligations 
that pertain to the portion of the lease 
that is subject to its operating rights. 

HELIUM 

§ 556.606 What must a lessee do if 
BOEM elects to extract helium from 
a lease? 

(a) BOEM reserves the ownership of, 
and the right to extract, helium from 
all gas produced from your OCS lease. 
Under section 12(f) of OCSLA (43 U.S.C. 
1341(f)), upon our request, you must de-
liver all or a specified portion of the 
gas containing helium to BOEM at a 
point on the leased area or at an on-
shore processing facility that BOEM 
designates. 

(b) BOEM will determine reasonable 
compensation and pay you for any loss 
caused by the extraction of helium, ex-
cept for the value of the helium itself. 
BOEM may erect, maintain, and oper-
ate on your lease any reduction work 
and other equipment necessary for he-
lium extraction. Our extraction of he-
lium will be conducted in a manner to 
not cause substantial delays in the de-
livery of gas to your purchaser. 

Subpart G—Transferring All or Part 
of the Record Title Interest in a 
Lease 

§ 556.700 May I assign or sublease all 
or any part of the record title inter-
est in my lease? 

(a) With BOEM approval, you may as-
sign your whole, or a partial record 
title interest in your entire lease, or in 
any aliquot(s) thereof. 

(b) With BOEM approval, you may 
sever all, or a portion of, your oper-
ating rights. 

(c) You must request approval of 
each assignment of a record title inter-
est and each sublease of an operating 
rights interest. Each instrument that 
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