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Federal Acreage Overview

 Land Ownership
◦ Federal, State, Indian & Fee (Private)

 Federal Lands (Public Lands) 
 Department of the Interior (DOI)
◦ Bureau of Land Management (BLM)
◦ Bureau of Indian Affairs (BIA)

◦ Bureau of Ocean Energy Management (BOEM)

◦ National Park Service

◦ U.S. Fish and Wildlife Service

◦ Others
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Bureau of Land Management (BLM)

State and Field Offices
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How are Federal Lands Leased?

 Simplified to a three step process:
1. Nomination
2. Preparation
3. Lease Sale

Industry works with the BLM state office
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Leasing Federal Lands: Nomination

 Expressions of Interests (EOI)
◦ Informal request from the O&G industry that lands be included in 

Federal oil and gas lease sale (no $$ required)

 Not all federal acreage can be leased

 Requirements:

• Already leased
• Within city limits
• Withdrawn from 

mineral leasing
• National Parks

• Non-Federally owned
• In wilderness study

areas
• Within an Indian 

reservation

• Complete legal land 
description

2,560 acre max.
• Your name
• Company name

• Address
• If split estate, surface 

owner contact 
information
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Leasing Federal Lands: Preparation
 BLM reviews EOI’s to ensure lands are eligible for 

leasing, recommends stipulations
 Nominated parcels posted for a two week public 

scoping period
 Sale notice issued at least quarterly, 45 days prior to 

auction
◦ Sale details
◦ The time and place;
◦ How to file a noncompetitive offer 
 Before and after the sale

◦ How to file a protest on the offered lands
◦ Example Sale Notice

 Protests to the lease sale
◦ BLM response & decision (often after the sale)
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Who Can Purchase a Federal Lease?

 Adult United States citizen

 Associations of citizens 

 Corporations organized under United 
States law or State law
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Leasing Federal Lands: Sale
 Conducted by oral auction: Dec. 2008 UT BLM Lease Sale

 Bidder registration & obtain bidder number
◦ Must obtain separate bidder numbers for each Lessee
◦ Need a government issued photo ID
◦ Must sign a statement: good faith intentions, winning 

bids are legally binding and cannot be withdrawn; 
understand financial responsibility
◦ Must have minimum money due on day of sale
 Administrative fee ($150), 1st year rental ($1.50/ac), minimum 

bonus bid ($2.00/ac)
 Remaining amount due 10 days after sale

• Non-competitive Leases: parcels offered 
competitively and failed to receive bid
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Bidder 70 
Utah December 2008 Lease Sale

 Tim DeChristopher
◦ Environmentalist
◦ Bid on a number of parcels at the 

December 19, 2008 lease sale
◦ Successful bidder of 14 parcels 
 22,500 acres
 $1.8 million dollars

◦ July 26, 2011, sentenced to two years in 
prison, and a $10,000 fine
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Federal Lease Form
Standard Provisions
 10 year primary term 
 Annual rental of $1.50/acre for 5 years and $2/acre 

thereafter 
◦ Always round acres up acreage to nearest whole number (i.e. 159.62 acres = 160 

acres)
◦ Rentals must be on time, in the correct amount and mailed to the correct place

 1/8 or 12.5% Royalty
 Minimum Royalty (equal to rental)
 No shut-in payment provisions
 Stipulations necessary to protect resource values: no surface 

occupancy, endangered & protected species, erosion hazards, 
water quality
◦ Older leases, no stipulations, will likely become conditions on 

drilling permit
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Making Payments on Federal Leases
 Office of Natural Resource Revenue (ONRR) 

(fka Mineral Management Service or MMS)

◦ Responsible for management of all revenues 
associated with federal offshore and federal and 
American Indian onshore mineral leases
◦ One of our government’s greatest sources of      

non-tax revenues
 MMS-2014 Form – used to report royalties & 

other obligations due on Federal & Indian Lands
◦ Royalty/revenue, rental & minimum royalty payments

 ONRR website (www.onrr.gov): electronically submit 
2014 & look up payment information

 Need payor/reporter number to make payments
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Record Title vs. Operating Rights

 Record Title 
◦ Primary ownership 
◦ Operating rights are included in record title ownership until 

they are severed/separated 
◦ Obligation to pay rent, and the rights to assign and relinquish 

the lease
◦ Assign through Assignment of Record Title Interest 

(Form 3000-3)
◦ No depth limitations allowed

 Operating Rights/Working Interest
◦ Interest that provides right to enter the leased lands to 

conduct drilling operations 
◦ Transfer through Transfer of Operating Rights  

(Form 3000-3a)
◦ Often contains a depth limitation
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Assignment Preparation: Example 1

Company 1
100% RT
100% Op. Rights

below 6,000 ft.

Company 2
0% RT
100% Op. Rights
surf. to 6,000 ft.

Resulting 
Ownership

Co. 1 Co. 2

Transfers 100% 
Op. Rights
Surface to 6,000 ft.

1 Transfer of Operating 
Rights form

Transfer or 
Assignment

Company 1
100% RT
100% Op. Rights
Prospect: 15,000 ft.

Company 2
0% RT
0% Op. Rights
Prospect: 3,000 ft.

Beginning 
Ownership
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Assignment Preparation: Example 2

Company 1 

50% RT
50% Op. Rights
below 6,000 ft.

Company 2
0% RT
50% Op. Rights
surf. to 6,000 ft.
.
Company 3
50% RT
50% Op. Rights
All depths

Resulting 
Ownership

Co. 1 (50%)    Co. 3

* Transfers 50% 
Op. Rights 
below 6,000 ft.

*Assigns 50% RT

Co. 2 (50%)     Co. 3
* Transfers 50% 

Op. Rights
Surface to 6,000 ft.

2 Transfer of Operating  
Rights forms

1 Assignment of Record 
Title

Transfer or 
Assignment

Company 1 

100% RT
100% Op. Rights
below 6,000 ft.
Prospect: 15,000 ft.
Company 2
0% RT
100% Op. Rights
surf. to 6,000 ft.
Prospect: 3,000 ft.
Company 3
0% RT
0% Op. Rights
Prospect: 3,000 ft. &      

15,000 ft. 

Beginning 
Ownership
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Assignment Preparation: Example 3

Company 1 

50% RT
0% Op. Rights

Company 2
0% RT
50% Op. Rights
surf. to 6,000 ft.

Company 3
50% RT
50% Op. Rights
All depths

Company 4
0% RT
50% Op. Rights
Below 6,000 ft. 

Resulting 
Ownership

Co. 1 (50%)   Co. 4

* Transfers 50% Op. Rights 
below 6,000 ft.

(or 100% of Op. Rights they 
own)

1 Transfer of Operating  
Rights form

Transfer or 
Assignment

Company 1 

50% RT
50% Op. Rights
below 6,000 ft.
Prospect: 15,000 ft.
Company 2
0% RT
50% Op. Rights
surf. to 6,000 ft.
Prospect: 3,000 ft.
Company 3
50% RT
50% Op. Rights
All depths

Prospect: 3,000 ft. &      
15,000 ft. 

Company 4
0% RT
0% Op. Rights
Prospect: 15,000 ft. 

Beginning 
Ownership
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Record Title vs. Operating Rights

 Record Title 
◦ Primary ownership 
◦ Operating rights are included in record title ownership until 

they are severed/separated 
◦ Obligation to pay rent, and the rights to assign and 

relinquish the lease
◦ Assign through Assignment of Record Title Interest 

(Form 3000-3)
◦ No depth limitations allowed

 Operating Rights/Working Interest
◦ Interest that provides right to enter the leased lands to 

conduct drilling operations 
◦ Transfer through Transfer of Operating Rights  

(Form 3000-3a)
◦ Contains a depth limitation

18



Transferring and Assigning a Federal Lease
Submission of Forms

 Three original complete/accurate forms
 Fees are currently $85/lease (subject to change)
 Send to State Office
 Mass assignments are accepted, but you will need 

to submit a copy of the assignment/transfer with 
associated exhibit page for each lease 
Example: 50 leases
◦ Cost $4,250 ($85 x 50)
◦ Submit 3 originals of the mass assignment
◦ 50 copies of the mass assignment with only the 

applicable exhibit page (ID each lease)
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Chargeable Acres
 Individuals, associations and corporations may not  

own or control more then 246,080 chargeable 
acres per state at one time

 Big oil same rules as small independent producers
 Operating rights & record title are treated the 

same
 Acquisitions/mergers can cause companies to go 

over on chargeable acres
◦ 180 days to divest of excess acreage

 If entity/person is in Excess
◦ Notice and company gets 90 days to comply
◦ BLM will cancel leases in inverse order of acquisition 

(last in, first out) 
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Chargeable 
(undeveloped with > 10% interest)

Non-chargeable 
(developed or part of a unit)

Own greater then 10% interest Own less then 10% interest

Not committed to a Federal Unit Committed Federal Unit

Not part of an approved 
communitization agreement

Part of an approved communitization 
agreement

BLM has not received royalty in the 
preceding calendar year 

BLM has received royalty in the 
preceding calendar year 

Not subject to an operating,
drilling or development contract 
approved by the Secretary of the 
Interior

Subject to an operating,
drilling or development contract 
approved by the Secretary of the 
Interior

Chargeable Acres
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Gathering Information 
on Federal Leases 
LR2000 – Legacy Rehost System
http://www.blm.gov/lr2000/

 Reports on BLM land 
◦ Serial Register Page

 If you are working Federal Leases – Learn 
to use this information resource!
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