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percent per month for each month or
fraction thereof until paid.

[39 FR 22254, June 21, 1974, as amended at 43
FR 8136, Feb. 28, 1978; 43 FR 11815, Mar. 22,
1978. Redesignated at 47 FR 13327, Mar. 30,
1982, as amended at 55 FR 33114, Aug. 14, 1990;
59 FR 22104, Apr. 28, 1994]

§226.12 Government reserves right to
purchase oil.

Any of the executive departments of
the U.S. Government shall have the op-
tion to purchase all or any part of the
oil produced from any lease at not less
than the highest posted price as de-
fined in §226.11.

§226.13 Time of royalty payments and
reports.

(a) Royalty payments due may be
paid by either purchaser or Lessee. Un-
less otherwise provided by the Osage
Tribal Council and approved by the Su-
perintendent, all payments shall be due
by the 25th day of each month and
shall cover the sales of the preceding
month. Failure to make such payments
shall subject Lessee or purchaser, who-
ever is responsible for royalty pay-
ment, to a late charge at the rate of
not less than 1% percent for each
month or fraction thereof until paid.
The Osage Tribal Council, subject to
the approval of the Superintendent,
may waive the late charges.

(b) Lessee shall furnish -certified
monthly reports by the 25th of each
following month covering all oper-
ations, whether there has been produc-
tion or not, indicating therein the
total amount of o0il, natural gas,
casinghead gas, and other products
subject to royalty payment.

(c) Failure to remit payments or re-
ports shall subject Lessee to further
penalties as provided in §§226.42 and
226.43 and shall subject the division
order to cancellation.

[39 FR 22254, June 21, 1974. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 55 FR
33114, Aug. 14, 1990]

§226.14 Contracts and division orders.

(a) Lessee may enter into division or-
ders or contracts with the purchasers
of oil, gas, or derivatives therefrom
which will provide for the purchaser to
make payment of royalty in accord-
ance with his lease: Provided, That such

§226.15

division orders or contracts shall not
relieve Lessee from responsibility for
the payment of the royalty should the
purchaser fail to pay. No production
shall be removed from the leased prem-
ises until a division order and/or con-
tract and its terms are approved by the
Superintendent: Provided further, That
the Superintendent may grant tem-
porary permission to run oil or gas
from a lease pending the approval of a
division order or contract. Lessee shall
file a certified monthly report and pay
royalty on the value of all oil and gas
used off the premises for development
and operating purposes. Lessee shall be
responsible for the correct measure-
ment and reporting of all oil and/or gas
taken from the leased premises.

(b) Lessee shall require the purchaser
of oil and/or gas from his/her lease or
leases to furnish the Superintendent,
no later than the 25th day of each
month, a statement reporting the gross
barrels of oil and/or gross Mcf of gas
sold during the preceding month. The
Superintendent may authorize an ex-
tension of time, not to exceed 10 days,
for furnishing this statement.

[39 FR 22254, June 21, 1974. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 556 FR
33114, Aug. 14, 1990]

§226.15 Unit leases, assignments and
related instruments.

(a) Unitization of leases. The Osage
Tribal Council and Lessee or Lessees,
may, with the approval of the Super-
intendent, unitize or merge, two or
more oil or oil and gas leases into a
unit or cooperative operating plan to
promote the greatest ultimate recov-
ery of oil and gas from a common
source of supply or portion thereof em-
bracing the lands covered by such lease
or leases. The cooperative or unit
agreement shall be subject to the regu-
lations in this part and applicable laws
governing the leasing of the Osage Min-
eral Estate. Any agreement between
the parties in interest to terminate a
unit or cooperative agreement as to all
or any portion of the lands included
shall be submitted to the Super-
intendent for his approval. Upon ap-
proval the leases included thereunder
shall be restored to their original
terms: Provided, That for the purpose of
preventing waste and to promote the
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§226.16

greatest ultimate recovery of oil and
gas from a common source of supply or
portion thereof, all oil leases, oil and
gas leases, and gas leases issued here-
tofore and hereafter under the provi-
sions of the regulations in this part
shall be subject to any unit develop-
ment plan affecting the leased lands
that may be required by the Super-
intendent with the consent of the
Osage Tribal Council, and which plan
shall adequately protect the rights of
all parties in interest including the
Osage Mineral Estate.

(b) Assignments. Approved leases or
any interest therein may be assigned
or transferred only with the approval
of the Superintendent. The assignee
must be qualified to hold such lease
under existing rules and regulations
and shall furnish a satisfactory bond
conditioned for the faithful perform-
ance of the covenants and conditions
thereof. Lessee must assign either his
entire interest in a lease or legal sub-
division thereof, or an undivided inter-
est in the whole lease: Provided, That
when an assignment covers only a por-
tion of a lease or covers interests in
separate horizons such assignment
shall be subject to both the consent of
the Osage Tribal Council and approval
of the Superintendent. If a lease is di-
vided by the assignment of an entire
interest in any part, each part shall be
considered a separate lease and the as-
signee shall be bound to comply with
all the terms and conditions of the
original lease. A fully executed copy of
the assignment shall be filed with the
Superintendent within 30 days after
the date of execution by all parties. If
requested within the 30-day period, the
Superintendent may grant an exten-
sion of 15 days. A filing fee of $10 shall
accompany each assignment.

(c) Owerriding royalty. Agreements
creating overriding royalties or pay-
ments out of production shall not be
considered as an interest in a lease as
such term is used in paragraph (b) of
this section. Agreements creating over-
riding royalties or payments out of
production are hereby authorized and
the approval of the Department of the
Interior or any agency thereof shall
not be required with respect thereto,
but such agreements shall be subject to
the condition that nothing in any such
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agreement shall be construed as modi-
fying any of the obligations of Lessee
under his lease and the regulations in
this part. All such obligations are to
remain in full force and effect, the
same as if free of any such royalties or
payments. The existence of agreements
creating overriding royalties or pay-
ments out of production, whether or
not acutally paid, shall not be consid-
ered in justifying the shutdown or
abandonment of any well. Agreements
creating overriding royalties or pay-
ments out of production need not be
filed with the Superintendent unless
incorporated in assignments or instru-
ments required to be filed pursuant to
paragraph (b) of this section. An agree-
ment creating overriding royalties or
payment out of production shall be sus-
pended when the working interest in-
come per active producing well is equal
to or less than the operational cost of
the well, as determined by the Super-
intendent.

(d) Drilling contracts. The Super-
intendent is authorized to approve
drilling contracts with a stipulation
that such approval does not in any way
bind the Department to approve subse-
quent assignments that may be pro-
vided for in said contracts. Approval
merely authorizes entry on the lease
for the purpose of development work.

(e) Combining leases. The lessee own-
ing both an oil lease and gas lease cov-
ering the same acreage is authorized to
convert such leases to a combination
oil and gas lease.

[39 FR 22254, June 21, 1974. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 56 FR
33115, Aug. 14, 1990]

OPERATIONS

§226.16 Commencement of operations.

(a) No operations shall be permitted
upon any tract of land until a lease
covering such tract shall have been ap-
proved by the Superintendent: Pro-
vided, That the Superintendent may
grant authority to any party under
such rules, consistent with the regula-
tions in this part that he deems proper,
to conduct geophysical and geological
exploration work.
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