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in an emergency. Each such occurrence
must be reported to the authorized offi-
cer and the oil promptly recovered in
accordance with applicable orders and
notices.

(¢)(1) Any person engaged in trans-
porting by motor vehicle any oil from
any lease site, or allocated to any such
lease site, shall carry on his/her person,
in his/her vehicle, or in his/her imme-
diate control, documentation showing
at a minimum; the amount, origin, and
intended first purchaser of the oil.

(2) Any person engaged in trans-
porting any oil or gas by pipeline from
any lease site, or allocated to any lease
site, shall maintain documentation
showing, at a minimum, the amount,
origin, and intended first purchaser of
such oil or gas.

(3) On any lease site, any authorized
representative who is properly identi-
fied may stop and inspect any motor
vehicle that he/she has probable cause
to believe is carrying oil from any such
lease site, or allocated to such lease
site, to determine whether the driver
possesses proper documentation for the
load of oil.

(4) Any authorized representative
who is properly identified and who is
accompanied by an appropriate law en-
forcement officer, or an appropriate
law enforcement officer alone, may
stop and inspect any motor vehicle
which is not on a lease site if he/she
has probable cause to believe the vehi-
cle is carrying oil from a lease site, or
allocated to a lease site, to determine
whether the driver possesses proper
documentation for the load of oil.

(d) The operator shall conduct oper-
ations in such a manner as to prevent
avoidable loss of oil and gas. A oper-
ator shall be liable for royalty pay-
ments on oil or gas lost or wasted from
a lease site, or allocated to a lease site,
when such loss or waste is due to neg-
ligence on the part of the operator of
such lease, or due to the failure of the
operator to comply with any regula-
tion, order or citation issued pursuant
to this part.

(e) When requested by the authorized
officer, the operator shall furnish stor-
age for royalty oil, on the leasehold or
at a mutually agreed upon delivery
point off the leased land without cost
to the lessor, for 30 days following the
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end of the calendar month in which the
royalty accrued.

(f) Any records generated under this
section shall be maintained for 6 years
from the date they were generated or,
if notified by the Secretary, or his des-
ignee, that such records are involved in
an audit or investigation, the records
shall be  maintained until the
recordholder is released by the Sec-
retary from the obligation to maintain
them.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 53 FR 17363, May 16,
1988]

§3162.7-2 Measurement of oil.

All oil production shall be measured
on the lease by tank gauging, positive
displacement metering system, or
other methods acceptable to the au-
thorized officer, pursuant to methods
and procedures prescribed in applicable
orders and notices. Where production
cannot be measured due to spillage or
leakage, the amount of production
shall be determined in accordance with
the methods and procedures approved
or prescribed by the authorized officer.
Off-lease storage or measurement, or
commingling with production from
other sources prior to measurement,
may be approved by the authorized of-
ficer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 52 FR 5392, Feb. 20,
1987]

§3162.7-3 Measurement of gas.

All gas production shall be measured
by orifice meters or other methods ac-
ceptable to the authorized officer on
the lease pursuant to methods and pro-
cedures prescribed in applicable orders
and notices. The measurement of the
volume of all gas produced shall be ad-
justed by computation to the standard
pressure and temperature of 14.73 psia
and 60° F unless otherwise prescribed
by the authorized officer, regardless of
the pressure and temperature at which
the gas is actually measured. Gas lost
without measurement by meter shall
be estimated in accordance with meth-
ods prescribed in applicable orders and
notices. Off-lease measurement or com-
mingling with production from other
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sources prior to measurement may be
approved by the authorized officer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 52 FR 5392, Feb. 20,
1987]

§3162.7-4 Royalty rates on oil; sliding
and step-scale leases (public land
only).

Sliding- and step-scale royalties are
based on the average daily production
per well. The authorized officer shall
specify which wells on a leasehold are
commercially productive, including in
that category all wells, whether pro-
duced or not, for which the annual
value of permissible production would
be greater than the estimated reason-
able annual lifting cost, but only wells
that yield a commercial volume of pro-
duction during at least part of the
month  shall be considered in
ascertaining the average daily produc-
tion per well. The average daily pro-
duction per well for a lease is computed
on the basis of a 28-, 29-, 30-, or 3l-day
month (as the case may be), the num-
ber of wells on the leasehold counted as
producing, and the gross production
from the leasehold. The authorized of-
ficer will determine which commer-
cially productive wells shall be consid-
ered each month as producing wells for
the purpose of computing royalty in
accordance with the following rules,
and in the authorized officer’s discre-
tion may count as producing any com-
mercially productive well shut in for
conservation purposes.

(a) For a previously producing lease-
hold, count as producing for every day
of the month each previously pro-
ducing well that produced 15 days or
more during the month, and disregard
wells that produced less than 15 days
during the month.

(b) Wells approved by the authorized
officer as input wells shall be counted
as producing wells for the entire month
if so used 15 days or more during the
month and shall be disregarded if so
used less than 15 days during the
month.

(c) When the initial production of a
leasehold is made during the calendar
month, compute royalty on the basis of
producing well days.
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(d) When a new well is completed for
production on a previously producing
leasehold and produces for 10 days or
more during the calendar month in
which it is brought in, count such new
wells as producing every day of the
month in arriving at the number of
producing well days. Do not count any
new well that produces for less than 10
days during the calendar month.

(e) Consider “head wells” that make
their best production by intermittent
pumping or flowing as producing every
day of the month, provided they are
regularly operated in this manner with
approval of the authorized officer.

(f) For previously producing lease-
holds on which no wells produced for 15
days or more, compute royalty on the
basis of actual producing well days.

(g) For previously producing lease-
holds on which no wells were produc-
tive during the calendar month but
from which oil was shipped, compute
royalty at the same royalty percentage
as that of the last preceding calendar
month in which production and ship-
ments were normal.

(h) Rules for special cases not subject
to definition, such as those arising
from averaging the production from
two distinct sands or horizons when the
production of one sand or horizon is
relatively insignificant compared to
that of the other, shall be made by the
authorized officer as need arises.

(1)(1) In the following summary of op-
erations on a typical leasehold for the
month of June, the wells considered for
the purpose of computing royalty on
the entire production of the property
for the months are indicated.

Count
Well No. and record (me)l(r)ked
1. Produced full time for 30 days ........c.ccccoceevuiinnne X
2. Produced for 26 days; down 4 days for repairs .. X
3. Produced for 28 days; down June 5, 12 hours, X
rods; June 14, 6 hours, engine down; June 26,
24 hours, pulling rods and tubing.
4. Produced for 12 days; down June 13 to 30.
5. Produced for 8 hours every day (head well) ....... X
6. Idle producer (not operated).
7. New well, completed June 17; produced for 14 X
days.
8. New well, completed June 22; produced for 9
days.

(2) In this example, there are eight
wells on the leasehold, but wells No. 4,
6, and 8 are not counted in computing
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