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RULE

Department of Natural Resources
Office of Mineral Resources

Dry Hole Credit Program (LAC 43:V.Chapter 4)

Under the authority of R.S. 30:150 et seq., and in
accordance with the provisions of the Administrative
Procedure Act, R.S. 49:950 et seq., the secretary gives notice
that the Department of Natural Resources, Office of Mineral
Resources has adopted LAC 43:V.401 et seq.

The purpose of this regulation is to detail the procedure to
be utilized to administer the Dry Hole Credit Program
allowed for by R.S. 30:150 et seq., as enacted by Act 298 of
the 2005 Regular Session of the Legislature.

Title 43
NATURAL RESOURCES
Part V. Office of Mineral Resources
Chapter 4. Dry Hole Credit Program
§401. Definitions

A. Unless the context requires otherwise, the terms set
forth hereinafter shall have the following respective
meanings, to-wit:

Coastal Zone—that portion of the land and water
bottoms of the state of Louisiana, including the Gulf of
Mexico, set forth and defined as the coastal zone in R.S.
49:214.24.

Dry Hole—a completed well which is not productive of
oil or gas in any sand and classified as a Status 29 well by
the Office of Conservation.

Dry Hole Credit—the lesser of the value of 5 billion
cubic feet of natural gas production (or the natural gas
equivalent of condensate production) multiplied by the spot
market price per cubic foot of natural gas at the Henry Hub
(or any other gas gathering and marketing facility
recognized by OMR from which spot market sales of gas
occur, if Henry Hub is not available for comparison pricing),
valued at the time application is made for certification as a
royalty relief receiving well, or 50 percent of the dry hole
well cost of the dry hole credit well which serves as the basis
for the dry hole credit sought. The value of dry hole credit
may be further modified if the dry hole credit well was
drilled as a unit well in a unit which did not contain the
entirety of the state mineral lease on which it was drilled or
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contains lands and leases in addition to that on which the dry
hole credit well was drilled.

Dry Hole Credit Well—any new well drilled for
purposes of developing and producing oil or gas mineral
resources which:

a. is spudded after July, 1, 2005, but completed
before June 30, 2009 for the purpose of certification; and

b. s drilled on a state mineral lease located within
the coastal zone of Louisiana; and

c. is drilled to a depth greater than 19,999 feet
SSTVD; and

d. is logged by suitable geophysical methods; and

e. is verified by OMR as a dry hole by being
classified as a Status 29 well by the Office of Conservation;
and

f. is not "commercially productive" by being
completely plugged and abandoned according to rules
promulgated by the Office of Conservation as evidenced by
a copy of the well abandonment certificate duly signed by
the appropriate authority in the Office of Conservation; and

g. has had copies of any and all well information
derived from drilling same, including geophysical and
geological, surrendered to OMR to be held as a public
record; and

h. has been certified by the Office of Mineral
Resources as a dry hole credit well.

Dry Hole Well Cost—a detailed, itemized list of actual
costs (not AFE or estimated costs) of drilling the dry hole
credit well from well site preparation (including such things
as preparing board road, anchoring pads, dredging,
permitting and similar preparatory work, but not including
legal fees, lease related costs, hearing costs, title searches
and similar types of cost), equipment and materials actually
utilized in drilling the dry hole credit well, to plugging and
abandoning the well according to rules promulgated by the
Office of Conservation. All actual costs claimed shall
conform generally to costs recognized and accepted as costs
attributable to drilling a well only by the Council of
Petroleum Accountants Societies (COPAS).

OMR—the Office of Mineral Resources, an office of the
Department of Natural Resources and the statutorily
designated staff of the Louisiana State Mineral Board.

Pre-Qualifying Well—any permitted, but undrilled, well
for which pre-qualifying certification is sought and which
meets the following criteria, to-wit:

a. application is made by completely and accurately
filling out the pre-qualifying form provided by OMR; and

b. the proposed well is permitted to be drilled on a
state mineral lease located in the coastal zone of Louisiana;
and

c. the proposed well is permitted to spud
subsequent to certification by OMR of the dry hole credit
well which applicant seeks to use as the basis for the dry
hole credit offset; and

d. applicant is the proper party granted authority to
utilize the dry hole credit derived from the dry hole credit
well, or his successor or assignee; and

e. the proposed well has been permitted by the
Office of Conservation to be drilled to a depth reasonably
calculated to produce hydrocarbons from sands below
19,999 feet SSTVD; and
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f.  the proposed well is permitted to spud after July
1, 2005 and completed before June 30, 2009; and

g. applicant has obtained from the Office of Coastal
Restoration and Management a letter setting forth the
minimum mitigation to be required from the applicant if the
well is drilled and completed as a hydrocarbon producer,
which mitigation shall amount to not less than 125 percent
of the wetlands impact of the pre-qualifying well if it
becomes a royalty relief receiving well together with
applicants agreement to fulfill said mitigation obligation;
and

h. is certified as a pre-qualifying well by OMR.

Royalty Relief Receiving Well—any new well drilled for
purposes of developing and producing oil or gas mineral
resources which:

a. is spudded after July 1, 2005, but completed
before June 30, 2009 for the purpose of certification; and

b. is drilled after certification of the dry hole credit
well sought to be utilized for the dry hole credit; and

c. is drilled by the person or entity which has
earned the dry hole credit for the dry hole credit well sought
to be utilized, or his successor or assignee; and

d. is drilled on a state mineral lease located within
the coastal zone of Louisiana; and

e. is drilled and completed as an oil or gas well, as
so designated by the Office of Conservation, capable of
producing from hydrocarbon bearing sands below 19,999
feet SSTVD; and

f. has been previously certified as a pre-qualifying
well by OMR; and

g. does not utilize or attempt to utilize any other
state tax credit (other than an income tax credit) or royalty
modification of any kind to modify royalty paid to the state
on production therefrom; and

h. has, from being qualified as a pre-qualifying
well, a letter from the Office of Coastal Restoration and
Management setting forth the mitigation required from the
applicant, which shall amount to not less than 125 percent of
the wetlands impact of the royalty relief receiving well,
together with the agreement by the applicant to perform said
mitigation; and

i. has been certified as a royalty relief receiving
well by OMR.

SMB—the Louisiana State Mineral Board created by
Act 93 of the 1936 Regular Session of the Louisiana
Legislature.

True Vertical Depth—the actual vertical depth sub sea
(below mean sea level) and referred to as SSTVD.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1608
(September 2006).

§403. Application for Status as a Dry Hole Credit Well

A. Only one person or entity shall be able to earn a dry
hole credit for each dry hole credit well. The person or entity
drilling a dry hole, having the right to apply (whether as the
sole working interest party or by agreement between all
working interest parties) and desiring to qualify said dry hole
as a dry hole credit well, shall apply for status as a dry hole
credit well by completely and accurately filling out the
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provided form and sending same to OMR at 617 North Third
Street, LaSalle Building, Eighth Floor, P.O. Box 2827, Baton
Rouge, LA 70821-2827, accompanied by the following, to-
WIL:

1. the 1 inch and 5 inch electrical survey; and

2. any side wall cores, logs or well surveys run on the
well; and

3. a copy of that part of the daily drilling report
showing the spud date and location and the last part showing
drilling cessation, including pulling the drill stem out with
the date thereof; and

4. a well survey verifying SSTVD and any deviation
from vertical taken by the drill pipe; and

5. a copy of the well history report filed with the
commissioner of conservation; and

6. a copy of the well abandonment certificate signed
by the appropriate authority from the Office of Conservation
showing that the well has been plugged and abandoned in
conformity with the rules and regulations promulgated by
the Office of Conservation; and

7. copies of any other data or information derived
from the drilling of the dry hole which may reflect upon its
status; and

8. a statement of dry hole cost (which shall be subject
to audit by, and at the sole discretion of, the staff of OMR);
and

9. written proof (which may include the AFE of the
dry hole well showing the applicant to be the sole working
interest party or, if more than one working interest owner, a
written, notarized agreement, signed by all working interest
owners as shown on the AFE, stating that applicant is the
authorized party to receive the dry hole credit) that the
applicant is the proper person to earn the dry hole credit if
the well is certified as a dry hole credit well.

B.1. If the state mineral lease on which the certified dry
hole credit well is drilled is part of a unit, either a voluntary
unit or a commissioner's unit, which either:

a. contains only a portion of the said state mineral
lease; or

b. if the unit contains the entirety of the lease on
which dry hole credit well is drilled, but additional leases as
well;

2. then the value of the dry hole credit allowed using
that said dry hole credit well as its basis, whether the value
of the dry hole credit is computed by utilizing the dry hole
cost of that said dry hole credit well or by computing the
value of 5 billion cubic feet of natural gas (or its equivalent
in condensate), shall be reduced by multiplying the total dry
hole credit by a fraction comprised of the proportion of the
acreage of the state mineral lease on which the dry hole
credit well is drilled, allocated in the unit to the total acreage
of the unit.

C. All applicants must be duly registered with OMR
pursuant to the requirements of Act 449 of the 2005 Regular
Session of the Louisiana Legislature.

D. All data given to OMR on all dry hole credit wells
certified pursuant to this rule shall be kept in a database at
OMR and deemed a public record.

E. After all data submitted has been reviewed by the
staff of OMR and the dry hole proposed by the applicant is
determined to meet the criteria for a dry hole credit well,
OMR shall issue a letter under the signature of the assistant
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secretary of OMR to the applicant certifying that the
submitted dry hole has been deemed a dry hole credit well,
and further, containing the serial number of the dry hole
credit well, the applicant's name as the party or entity to
whom the dry hole credit will be issued, that portion of the
accepted total dry hole cost of the dry hole credit well which
may be applied against royalty from a royalty relief
receiving well (or fraction thereof if the dry hole credit well
was a unit well containing leases other than that on which
the dry hole credit well was located) and the spud, and
plugging and abandonment dates of the dry hole credit well.

F. A report shall be made by OMR to the SMB at its
next called meeting following the issuance of the dry hole
credit letter giving such information as shall be required by
the SMB at the time.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1609
(September 2006).

§405. Assignment of a Dry Hole Credit

A. The party named on the certification from OMR of a
dry hole credit well as the party to whom the dry hole credit
is issued may assign the entirety of the dry hole credit to
another party or entity, but the dry hole credit shall not be
divided in any assignment, either by assigning fractional
interests or by assigning the entirety of the interest to more
than one assignee.

B. Any assignment of a dry hole credit shall be in the
form of an instrument signed by both assignor and assignee,
duly witnessed and properly notarized, containing, in
addition to language of transference of the dry hole credit,
the complete legal names of the assignor and assignee, their
respective business domiciliary addresses and correct, up-to-
date telephone numbers, facsimile number and email address
(if any), the serial number of the dry hole credit well which
forms the basis of the dry hole credit together with the value
of the dry hole credit being transferred, as both are set forth
on the certification of dry hole credit well status belonging
to the assignor. The original certification of dry hole credit
well status shall be attached to and be a part of the
assignment.

C. No assignment or transfer of a dry hole credit shall be
valid unless approved by the SMB. The assignment or
transfer of the dry hole credit shall utilize the same
procedure as required for the assignment or transfer relating
to minerals or mineral rights required under R.S. 30:128(A).

D. An assignee of a dry hole credit must be registered
with OMR as a prospective lease holder in full compliance
with Act 449 of the 2005 Regular Session of the Louisiana
Legislature.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1610
(September 2006).

§407. Application for Status as a Pre-Qualifying Well

A. A party desiring to apply a dry hole credit from a
certified dry hole credit well to a proposed new well shall,
prior to drilling the new well, complete in full an application
form provided by, to be returned to, OMR at 617 North
Third Street, LaSalle Building, Eighth Floor, P.O. Box 2827,
Baton Rouge, LA 70821-2827, requesting that the proposed



new well be certified as a pre-qualifying well. Together with,
and accompanying, the completed application form, the
applicant shall provide the OMR staff with the following, to-
WIL:

1. a drilling permit from the Office of Conservation
which indicates that the proposed pre-qualifying well will be
spudded after July 1, 2005, and prior to June 30, 2009, and
drilled to a depth reasonably calculated to secure
hydrocarbon production below 19,999 feet SSTVD; and

2. written proof that the proposed pre-qualifying well
is going to be drilled (bottom-holed) on a state mineral lease
located in the coastal zone of Louisiana, either as a lease
well or a unit well (for which only a portion of the total dry
hole credit amount shall apply, as obtained by multiplying
the dry hole calculated by a fraction which is equal to the
proportion of the state mineral lease acreage on which the
proposed pre-qualifying well is drilled as allocated within
the unit to the total acreage of the unit); and

3. written proof in the form of an affidavit that all
necessary permits and all rights-of-way have been acquired,
that there are no impediments, including management
approval, remaining to the drilling of the well and that the
Office of Coastal Restoration and Management has been
notified of the intended well in order to review the potential
wetlands impact; and

4. the written certification of dry hole credit well
status issued by OMR or an assignment of dry hole credit
interest previously approved by the SMB showing that the
applicant is the proper party to apply for pre-qualification
status; and

5. written evidence from the Office of Coastal
Restoration and Management, which shall have been
notified of the application for pre-qualifying well status by
OMR, obtained by the applicant, setting forth the estimated
wetlands impact of the proposed new well together with an
agreement by the applicant to mitigate not less than
125 percent of the wetlands impact, or more if required, in a
manner approved by the Office of Coastal Restoration and
Management.

B. No more than 20 active pre-qualifying wells and
existing royalty relief receiving wells, in the aggregate, shall
be certified by OMR at any one time. If a party or entity
having a dry hole credit from a certified dry hole credit well
proposes to drill a new well and applies for status of the new
well as a pre-qualifying well, and there are already 20 active
pre-qualifying wells and/or royalty relief receiving wells, in
the aggregate, then that applicant shall be placed on a
waiting list, in the order of date and time of application.
Thereafter, if any active pre-qualifying wells become
inactive, new applicants on the waiting list, in the order of
their listing, may apply for status of a new well to be drilled
as a pre-qualifying well provided that no pre-qualifying well
status may be granted on or after June 30, 2009.

C. Upon applicant's furnishing the information
hereinabove set forth, and if there are less than 20 active
pre-qualifying wells and/or existing royalty relief receiving
wells, in the aggregate, already certified, OMR may issue a
letter certifying that:

1. as of the effective date set forth in the letter, the
new proposed well, as designated by the serial number
issued by the Office of Conservation on the drilling permit,
is deemed an active pre-qualifying well; and
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2. the pre-qualifying well status shall remain active
only until:

i. the proposed new well is drilled, logged and
deemed productive from hydrocarbon bearing sands located
below 19,999 feet SSTVD or classified as a Status 29 dry
hole by the Office of Conservation, or down hole drilling
operations cease for a period in excess of six months without
a log being run which indicates the well will be productive
from hydrocarbon bearing sands below 19,999 feet SSTVD;
or

ii. the expiration of the drilling permit used to
obtain pre-qualifying status, whichever is earlier, but under
no circumstances on or after June 30, 2009; and

3. the serial number of the dry hole credit well
providing the basis for the dry hole credit and the amount of
dry hole well cost (computed from the letter of certification
of dry hole credit well status) which may be used to offset
royalty payments if the pre-qualifying well becomes a
royalty relief receiving well; and

4. reference, as an attachment, to the wetlands impact
mitigation letter and agreement between the applicant and
the Office of Coastal Restoration and Management
reiterating applicant's agreement to mitigate found by the
Office of Coastal Restoration and Management, but not less
than 125 percent of any actual wetlands impact, upon
drilling the pre-qualifying well.

D. Under no circumstances shall a well permitted as a
re-entry into an existing well bore, whether for deepening,
sidetracking or otherwise, qualify for certification as a
pre-qualifying well.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1610
(September 2006).

§409. Application for Status as a Royalty Relief

Receiving Well

A. Only a pre-qualifying well may become a royalty
relief receiving well.

B. A party drilling a pre-qualifying well which is logged
and deemed productive from hydrocarbon bearing sands
below 19,999 feet SSTVD as a producing well may request
certification as a royalty relief receiving well by completing
the appropriate form provided by, and returning same to
OMR at P.O. Box 2827, 617 North Third Street, LaSalle
Building, Eighth Floor, Baton Rouge, LA 70821-2827,
accompanied by the following documentation, to-wit:

1. written proof, including appropriate portions of the
drilling report showing spud location and date, and bottom
hole location, date and SSTVD; the completion report and
log showing SSTVD of all perforations which contribute to
the present productivity; plats showing the state lease on
which the well is drilled; unit plats, Office of Conservation
orders or voluntary unit agreements, if drilled within a unit,
showing unit allocation of acreage of the state lease on
which well is drilled in proportion to total unit acreage; and
data from well tests reasonably calculated to test for
productivity in all completions below 19,999 feet SSTVD,
indicating that:

a. the well was spudded between July 1, 2005 and
completed before June 30, 2009; and

b. the well is completed as productive from
hydrocarbon bearing sands below 19,999 feet SSTVD as
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well as the percentage of perforations below 19,999 feet
SSTVD; and

c. the well is drilled on a state mineral lease in the
coastal zone of Louisiana; and

d. if the well is drilled in a unit, the proportion of
state mineral lease acreage on which the well is drilled as
allocated in the unit to the total acreage of the unit; and

2. the pre-qualification well certification issued by
OMR showing the serial number of the pre-qualifying well,
the party receiving the pre-qualifying well status and the
sum of money attributed to the dry hole well cost which may
be used to offset royalty payments to the state from the
royalty relief receiving well; all of which indicates that the
well for which royalty relief receiving well status is sought
has been pre-qualified, that the applicant for royalty relief
receiving well status is the same party or entity to whom the
pre-qualifying well certification was given and, if applicable,
the amount of dry hole well cost which may be applied to
offset royalty payments to the state on production from the
royalty relief receiving well, if certified. All information
obtained by OMR relating to qualifying a drilled and
completed well as a royalty relief receiving well shall be
kept in a database at OMR as a public record.

C. If applicant's well meets all of the criteria set forth in
Act 298 of the 2005 Regular Session of the Louisiana
Legislature as necessary to earn a dry hole credit offset, as
evidenced by the information furnished in Subsection B
above, OMR shall:

1. determine the total amount of dry hole credit which
may be used to offset royalty payments to the state if the
royalty relief receiving well status is granted by:

a. ascertaining the Platts spot market price per cubic
foot of natural gas at the Henry Hub (or any other gas
gathering and marketing facility recognized by OMR from
which spot market sales of gas occur, if Henry Hub is not
available for comparison pricing) and multiply that price by
5 billion cubic feet of gas to arrive at a sum of money; then

b. comparing the sum of money obtained in
Subparagraph a herein to that portion of the dry hole well
cost which may be used as a dry hole credit as set forth on
the pre-qualifying well certification; and

c. determining the lesser of the two amounts as the
total dry hole credit which may be used; and

2. if the royalty relief receiving well is a unit well,
ascertain the proportion of acreage allocated to the state
lease on which the pre-qualifying well was actually drilled
(bottom holed) within the unit to the entire acreage of the
unit and multiply that proportion by the total value of the dry
hole credit as previously determined in Paragraph 1
hereinabove to obtain the revised dry hole credit allowed to
offset royalty payments to the state from unit production
allocated to the state lease; and

3. divide the value of the dry hole credit determined in
Paragraphs 1 and 2 hereinabove by 36 to yield the maximum
monthly value of dry hole credit which may be used by the
royalty payer to offset monthly royalty payments to the state;
and

4. notify the Office of Conservation that it is in the
process of qualifying a newly drilled and completed well as
a royalty relief receiving well and have the applicant request
that said Office of Conservation issue a new, unique LUW
code for production purposes to the well serial number of the
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pre-qualifying well sought to by certified as a royalty relief
receiving well (no letter certifying status as a royalty relief
receiving well will be issued until the Office of Conservation
has issued the new, unique LUW code as requested); and

5. issue a letter certifying the previously certified
pre-qualifying well, by serial number, as a royalty relief
receiving well, which shall also contain the new, unique
LUW code issued to that well by the Office of Conservation,
the total monthly amount of dry hole credit, as calculated
over a 36 month period, which may be used to offset any
monthly royalty payments due the state on production from,
or attributable to, the royalty relief receiving well, with the
proviso that under no circumstances shall the value of
monthly royalty paid to and received by the state on
production from the royalty relief receiving well amount to
less than one-eighth of the total value received for the sale of
monthly production, less other lease allowable deductions,
allocated to the lease on which the royalty relief receiving
well is located.

D. Certification as a royalty relief receiving well shall
attach to, and only to, the former pre-qualifying well so
certified, regardless of whether interests in the said royalty
relief receiving well or the lease on which the said well is
located are transferred subsequent to the certification. The
dry hole credit offset amount specified in the certification
shall be available only to the royalty payer on royalty due
the state on production from the said royalty relief receiving
well.

E. The decimal percentage of production due the state
which yields the value from which the dry hole credit may
be deducted by the royalty payer shall be the royalty
specified in the state mineral lease on which the royalty
relief receiving well is located or, if a unit well, the decimal
portion allocated to that lease within the unit. However, at no
time shall the monthly royalty, in value, paid to the state,
after deducting the maximum allowed value of the monthly
dry hole credit offset, amount to less than
one-eighth of the total value received for the sale of monthly
production, less other lease allowable deductions, allocated
to the lease on which the royalty relief receiving well is
located, as mandated in R.S. 30:127 and Act 298 of the 2005
Regular Session of the Louisiana Legislature. If the royalty
payer on production from the royalty relief receiving well
determines that, by deducting the maximum monthly value
of the dry hole credit offset allowed, the value of the
monthly royalty payment to the state would amount to less
than the value of a one-eighth royalty, then the royalty payer
shall deduct only that much of the monthly value of the dry
hole credit offset allowed as will yield a royalty payment to
the state of the value of a one-eighth royalty.

F. Applicant must designate by registered business
name, domiciliary address, current telephone number,
facsimile number (if one) and e-mail address, the royalty
payer which would be authorized by OMR to apply the
extension of dry hole credit royalty relief beyond the
36 month period initially granted by OMR.

G. Only one dry hole credit well may form the basis for a
dry hole credit to be used to offset royalty payments to the
state from only one royalty relief receiving well, and no
more than 20 dry hole credit wells, in total, may be utilized
as a basis to offset royalty payments to the state. The royalty
relief dry hole credit shall be deemed issued when the



pre-qualifying well has been certified as a royalty relief
receiving well and its utilization to offset royalty payable to
the state must begin within four years of the date of said
certification.

H. If the pre-qualifying well is drilled and is a dry hole,
the applicant may initiate the process to have that well
qualified as a dry hole credit well.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1611
(September 2006).

§411. Extending the Dry Hole Credit Offset beyond
Thirty-Six Months

A. If the payer of royalty on production from, or
allocated to, a certified royalty relief receiving well is not
able to utilize the full amount of the dry hole credit
determined as applicable to that royalty relief receiving well
to offset royalty payments to the state within the
36 month period from date of first production, a request, in
writing, by the party or entity entitled to the dry hole credit
to OMR to extend the period of royalty offset beyond the
36 month period may be made. The written request must
identify, by LUW code and serial number, the certified
royalty relief receiving well on which the extension of
royalty offset is being requested, the total amount of dry hole
credit utilized to offset royalty payments to the state in the
36 month period and the level of production of the royalty
relief receiving well at the time of the request. The written
request must be accompanied by the letter certifying the
royalty relief receiving well status.

B. Should OMR decide to grant the extension, it shall
issue a letter authorizing the full monthly dry hole credit
offset on royalty payments to the state, which was previously
granted for the 36 month period, to continue for an extension
period not to exceed 24 additional months or until the full
dry hole credit value is utilized, whichever is earlier. Under
no circumstances shall the value of monthly royalty paid to
the state during the extended 24 month period fall below the
value of a one-eighth royalty, as specified in R.S. 30:127,
nor shall the additional dry hole credit period exceed a total
of 60 months or remain in force beyond June 30, 2013,
whichever is earlier. Any dry hole credit offset not utilized
within 60 months from date of first production, or before
June 30, 2013, shall be lost to the payer.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1613
(September 2006).

§413. Termination of Dry Hole Credit Offset

A. Should the total dry hole credit issued to a royalty
relief receiving well be utilized in full to offset royalty
payments to the state within 36 months from date of first
production (or within the additional 24 month extension if
granted), or a total of 60 months elapse from date of first
production from the royalty relief receiving well without the
total dry hole credit being utilized, or June 30, 2013 arrive,
in either case, OMR shall issue a letter notifying the payer
that, as of a certain date, no further dry hole credit will be
available for offset against royalty paid to the state from
production from that royalty relief receiving well. Upon
issuance of that letter, OMR shall note the serial number and
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LUW code of that royalty relief receiving well in its
database as one of only 20 such royalty relief receiving wells
to be allowed.

B.l.a. Should production cease in whole or in part from
productive sands below 19,999 feet in a royalty relief
receiving well due to either:

i. a plug back from the formerly producing, but
depleted sand below 19,999 feet and perforation into and
production from sands above 19,999 feet in the same well;
or

ii. perforations into and production from sands
above 19,999 feet commingled with production from sands
below 19,999 feet in the same well,

b. the dry hole credit offset allowed against
production from that well shall be terminated in whole or in
part in proportion to the percentage of production derived
from sands above 19,999 feet as determined by the ratio of
the rate of flow from perforations above and below 19,999
feet.

2. If production from sands below 19,999 feet remains
separate from production from sands above 19,999 feet in
the same royalty relief receiving well, the dry hole credit
offset may be used against the production from below
19,999 feet only.

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:150 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Natural Resources, Office of Mineral Resources, LR 32:1613
(September 2006).

Scott A. Angelle

Secretary
0609#001
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