§224

§224. Payments for oil or gas taken prior to ap-
plication for lease

Until the permittee shall apply for lease to the
one quarter of the permit area heretofore pro-
vided for he shall pay to the United States 20 per
centum of the gross value of all oil or gas se-
cured by him from the lands embraced within
his permit and sold or otherwise disposed of or
held by him for sale or other disposition.

(Feb. 25, 1920, ch. 85, §15, 41 Stat. 442.)
§225. Condition of lease, forfeiture for violation

All leases of lands containing oil or gas, made
or issued under the provisions of this chapter,
shall be subject to the condition that the lessee
will, in conducting his explorations and mining
operations, use all reasonable precautions to
prevent waste of oil or gas developed in the land,
or the entrance of water through wells drilled by
him to the oil sands or oil-bearing strata, to the
destruction or injury of the oil deposits. Viola-
tions of the provisions of this section shall con-
stitute grounds for the forfeiture of the lease, to
be enforced as provided in this chapter.

(Feb. 25, 1920, ch. 85, §16, 41 Stat. 443; Aug. 8,
1946, ch. 916, §2, 60 Stat. 951.)

AMENDMENTS

1946—Act Aug. 8, 1946, omitted condition that no
wells should be drilled within two hundred feet of
boundaries of leased lands.

SAVINGS PROVISION

See note set out under section 181 of this title.

OUTER CONTINENTAL SHELF; TERMS AND CONDITIONS OF
LEASES

Terms and conditions of mineral leases on submerged
lands of outer Continental Shelf, see section 1337 of
Title 43, Public Lands.

§226. Lease of oil and gas lands
(a) Authority of Secretary

All lands subject to disposition under this
chapter which are known or believed to contain
oil or gas deposits may be leased by the Sec-
retary.

(b) Lands within known geologic structure of a
producing oil or gas field; lands within spe-
cial tar sand areas; competitive bidding; roy-
alties

(1)(A) All lands to be leased which are not sub-
ject to leasing under paragraphs (2) and (3) of
this subsection shall be leased as provided in
this paragraph to the highest responsible quali-
fied bidder by competitive bidding under general
regulations in units of not more than 2,560 acres,
except in Alaska, where units shall be not more
than 5,760 acres. Such units shall be as nearly
compact as possible. Lease sales shall be con-
ducted by oral bidding, except as provided in
subparagraph (C). Lease sales shall be held for
each State where eligible lands are available at
least quarterly and more frequently if the Sec-
retary of the Interior determines such sales are
necessary. A lease shall be conditioned upon the
payment of a royalty at a rate of not less than
12.5 percent in amount or value of the produc-
tion removed or sold from the lease. The Sec-
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retary shall accept the highest bid from a re-
sponsible qualified bidder which is equal to or
greater than the national minimum acceptable
bid, without evaluation of the value of the lands
proposed for lease. Leases shall be issued within
60 days following payment by the successful bid-
der of the remainder of the bonus bid, if any, and
the annual rental for the first lease year. All
bids for less than the national minimum accept-
able bid shall be rejected. Lands for which no
bids are received or for which the highest bid is
less than the national minimum acceptable bid
shall be offered promptly within 30 days for leas-
ing under subsection (c) of this section and shall
remain available for leasing for a period of 2
years after the competitive lease sale.

(B) The national minimum acceptable bid
shall be $2 per acre for a period of 2 years from
December 22, 1987. Thereafter, the Secretary,
subject to paragraph (2)(B), may establish by
regulation a higher national minimum accept-
able bid for all leases based upon a finding that
such action is necessary: (i) to enhance financial
returns to the United States; and (ii) to promote
more efficient management of oil and gas re-
sources on Federal lands. Ninety days before the
Secretary makes any change in the national
minimum acceptable bid, the Secretary shall
notify the Committee on Natural Resources of
the United States House of Representatives and
the Committee on Energy and Natural Re-
sources of the United States Senate. The pro-
posal or promulgation of any regulation to es-
tablish a national minimum acceptable bid shall
not be considered a major Federal action subject
to the requirements of section 4332(2)(C) of title
42,

(C) In order to diversify and expand the Na-
tion’s onshore leasing program to ensure the
best return to the Federal taxpayer, reduce
fraud, and secure the leasing process, the Sec-
retary may conduct onshore lease sales through
Internet-based bidding methods. Each individual
Internet-based lease sale shall conclude within 7

days.

(2)(A)(1) If the lands to be leased are within a
special tar sand area, they shall be leased to the
highest responsible qualified bidder by competi-
tive bidding under general regulations in units
of not more than 5,760 acres, which shall be as
nearly compact as possible, upon the payment
by the lessee of such bonus as may be accepted
by the Secretary.

(ii) Royalty shall be 12% per centum in
amount or value of production removed or sold
from the lease, subject to subsection (k)(1)(c).1

(iii) The Secretary may lease such additional
lands in special tar sand areas as may be re-
quired in support of any operations necessary
for the recovery of tar sands.

(iv) No lease issued under this paragraph shall
be included in any chargeability limitation asso-
ciated with oil and gas leases.

(B) For any area that contains any combina-
tion of tar sand and oil or gas (or both), the Sec-
retary may issue under this chapter, sepa-
rately—

(i) a lease for exploration for and extraction
of tar sand; and

180 in original. Probably should be subsection **(k)(1)(C).”.
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