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laws, State laws, regulations by com-
petent Federal or State authorities,
lawful agreements among operators
regulating either drilling or produc-
tion, or both.

(b) All such leases shall be subject to
any cooperative or unit plan of devel-
opment affecting the leased lands that
may be required by the Secretary of
the Interior, but no lease shall be in-
cluded in any cooperative or unit plan
without prior approval of the Secretary
of the Interior. If said plan effects a
change in the lease terms, the consent
of the lessor or lessors must be ob-
tained before the plan is effective.

§213.32 Wells.

The lessee shall agree (a) to drill and
produce all wells necessary to offset or
protect the leased land from drainage
by wells on adjoining lands not the
property of the lessor, or in lieu there-
of, compensate the lessor in full each
month for the estimated loss of royalty
through drainage: Provided, That dur-
ing the period of supervision by the
Secretary of the Interior, the necessity
for offset wells shall be determined by
the supervisor and payment in lieu of
drilling and producing shall be with the
consent of, and in an amount deter-
mined by the Secretary of the Interior;
(b) at the election of the lessee to drill
and produce other wells: Provided, That
the right to drill and produce such
other wells shall be subject to any sys-
tem of well spacing or production al-
lotments authorized and approved
under applicable law or regulations, ap-
proved by the Secretary of the Interior
and affecting the field or area in which
the leased lands are situated; and (c) if
the lessee elects not to drill and
produce such other wells for any period
the Secretary of the Interior may,
within 10 days after due notice in writ-
ing, either require the drilling and pro-
duction of such wells to the number
necessary, in his opinion, to insure rea-
sonable diligence in the development
and operation of the property, or may
in lieu of such additional diligent drill-
ing and production require the pay-
ment on and after the first anniversary
date of the lease of not to exceed $1 per
acre per annum, which sum shall be in
addition to any rental or royalty here-
in specified.

§213.34

§213.33 Diligence and prevention of
waste.

The lessee shall exercise diligence in
drilling and operating wells for oil and
gas on the leased lands while such
products can be secured in paying
quantities; carry on all operations in a
good and workmanlike manner in ac-
cordance with approved methods and
practice, having due regard for the pre-
vention of waste of oil or gas developed
on the land, or the entrance of water
through wells drilled by the lessee to
the productive sands or oil or gas-bear-
ing strata to the destruction or injury
of the oil or gas deposits, the preserva-
tion and conservation of the property
for future productive operations, and
to the health and safety of workmen
and employees; plug securely all wells
before abandoning the same and to
shut off effectually all water from the
oil or gas-bearing strata; not drill any
well within 200 feet of any house or
barn on the premises without the les-
sor’s written consent approved by the
Area Director; carry out at his expense
all reasonable orders and requirements
of the supervisor relative to prevention
of waste, and preservation of the prop-
erty and the health and safety of work-
men; bury all pipelines crossing till-
able lands below plow depth unless
other arrangements therefor are made
with the Area Director; pay the lessor
all damages to crops, buildings, and
other improvements of the lessor occa-
sioned by the lessee’s operations: Pro-
vided, That the lessee shall not be held
responsible for delays or casualties oc-
casioned by causes beyond his control.

§213.34 Inspection of premises; books
and accounts.

Lessees shall agree to allow the les-
sors and their agents or any authorized
representative of the Interior Depart-
ment to enter, from time to time, upon
and into all parts of the leased prem-
ises for the purpose of inspection, and
shall further agree to keep a full and
correct account of all operations and
make reports thereof, as required by
the applicable regulations of the De-
partment; and their books and records,
showing manner of operations and per-
sons interested, shall be open at all
times for examination by such officers
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§213.35

of the Department as shall be in-
structed in writing by the Secretary of
the Interior or authorized by regula-
tions to make such examination.

§213.35 Mines to be timbered prop-
erly.

In mining operations the lessee shall
keep the mine well and sufficiently
timbered at all points where necessary,
in accordance with good mining prac-
tice, and in such manner as may be
necessary to the proper preservation of
the property leased and safety of work-
men.

§213.36 Surrender of leased premises
in good condition.

On expiration of the term of a lease,
or when a lease is surrendered, the les-
see shall deliver to the Government the
leased ground, with the mine workings
in case of leases other than oil and gas,
in good order and condition, and the
bondsmen will be held for such delivery
in good order and condition, unless re-
lieved by the Secretary of the Interior
for cause. It shall, however, be stipu-
lated that the machinery necessary to
operate any mine is the property of the
lessee, but that it may be removed by
him only after the condition of the
property has been ascertained by in-
spection by the Secretary of the Inte-
rior or his authorized agents, to be in
satisfactory condition.

§213.37

Failure of the lessee to comply with
any provisions of the lease, of the oper-
ating regulations, of the regulations in
this part, orders of the Area Director
or his representative, or of the orders
of the supervisor or his representative,
shall subject the lease to cancellation
by the Secretary of the Interior or the
lessee to a penalty of not more than
$500 per day for each day the terms of
the lease, the regulations, or such or-
ders are violated, or to both such pen-
alty and cancellation: Provided, That
the lessee shall be entitled to notice
and hearing, within 30 days after such
notice, with respect to the terms of the
lease, regulations, or orders violated,
which hearing shall be held by the su-
pervisor, whose findings shall be con-
clusive unless an appeal be taken to
the Secretary of the Interior within 30

Penalties.
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days after notice of the supervisor’s de-
cision, and the decision of the Sec-
retary of the Interior upon appeal shall
be conclusive.

§213.38 Assignments
royalties.

(a) Leases or any interest therein,
may be assigned or transferred only
with the approval of the Secretary of
the Interior, and to procure such ap-
proval the assignee must be qualified
to hold such lease under existing rules
and regulations, and shall furnish a
satisfactory bond for the faithful per-
formance of the covenants and condi-
tions thereof. No lease or any interest
therein, or the use of such lease, shall
be assigned, sublet, or transferred, di-
rectly or indirectly, by working or
drilling contract, or otherwise, without
the consent of the Secretary of the In-
terior. Assignments of leases shall be
filed with the Area Director within 20
days after the date of execution.

(b) An agreement creating overriding
royalties or payments out of produc-
tion on oil and gas leases under this
part shall be subject to the provisions
of §211.26(d) of this subchapter, or as
hereafter amended.

[22 FR 105699, Dec. 24, 1957, as amended at 23
FR 9758, Dec. 18, 1958. Redesignated at 47 FR
13327, Mar. 30, 1982]

§213.39 Stipulations.

The lessee under any lease heretofore
approved may by stipulation (Form 5-
154i) with the consent of the lessor and
the approval of the Secretary of the In-
terior, make such approved lease sub-
ject to all the terms, conditions, and
provisions contained in the lease form
and regulations currently in use. Stip-
ulations shall be filed with the Area
Director within 20 days after the date
of execution.

§213.40 Cancellations.

(a) When, in the opinion of the Sec-
retary of the Interior, the lessee has
violated any of the terms and condi-
tions of a lease or of the applicable reg-
ulations, or if mining operations are
conducted wastefully and without re-
gard to good mining practice, the Sec-
retary of the Interior shall have the
right at any time after 30 days’ notice
to the lessee specifying the terms and

and overriding

674



