§3107.5-3

§3107.5-3 Undeveloped parts of pro-
ducing leases.

Undeveloped parts of leases retained
or assigned out of leases which are ex-
tended by production, actual or sus-
pended, or the payment of compen-
satory royalty shall continue in effect
for 2 years after the effective date of
assignment and for so long thereafter
as o0il or gas is produced in paying
quantities.

§3107.6 Extension of reinstated leases.

Where a reinstatement of a termi-
nated lease is granted under §3108.2 of
this title and the authorized officer
finds that the reinstatement will not
afford the lessee a reasonable oppor-
tunity to continue operations under
the lease, the authorized officer may
extend the term of such lease for a pe-
riod sufficient to give the lessee such
an opportunity. Any extension shall be
subject to the following conditions:

(a) No extension shall exceed a period
equal to the unexpired portion of the
lease or any extension thereof remain-
ing at the date of termination.

(b) When the reinstatement occurs
after the expiration of the term or ex-
tension thereof, the lease may be ex-
tended from the date the authorized of-
ficer grants the petition, but in no
event for more than 2 years from the
date the reinstatement is authorized
and so long thereafter as oil or gas is
produced in paying quantities.

[48 FR 33662, July 22, 1983, as amended at 49
FR 30448, July 30, 1984; 563 FR 17357, May 16,
1988]

§3107.7 Exchange leases: 20-year term.

Any lease which issued for a term of
20 years, or any renewal thereof, or
which issued in exchange for a 20-year
lease prior to August 8, 1946, may be ex-
changed for a new lease. Such new
lease shall be issued for a primary term
of 5 years. An application to exchange
a lease for a new lease shall be filed, in
triplicate, by the lessee at the proper
BLM office, shall show full compliance
by the applicant with the terms of the
lease and applicable regulations, and
shall be accompanied by a nonrefund-
able application fee of $75. Execution of
the exchange lease by the applicant is
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certification of compliance with §3102.5
of this title.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988]

§3107.8 Renewal leases.

§3107.8-1 Requirements.

(a) Twenty year leases and renewals
thereof may be renewed for successive
terms of 10 years. Any application for
renewal of a lease shall be made by the
lessee, and may be joined in or con-
sented to by the operator. The applica-
tion shall show whether all monies due
the United States have been paid and
whether operations under the lease
have been conducted in compliance
with the applicable regulations.

(b) The applicant or his/her operator
shall furnish, in triplicate, with the ap-
plication for renewal, copies of all
agreements not theretofore filed pro-
viding for overriding royalties or other
payments out of production from the
lease which will be in existence as of
the date of its expiration.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988]

§3107.8-2 Application.

An application to renew shall be
filed, in triplicate, in the proper BLM
office at least 90 days, but not more
than 6 months, prior to the expiration
of its term and shall be accompanied
by a nonrefundable filing fee of $75.

§3107.8-3 Approval.

(a) Copies of the renewal lease, in
triplicate, dated the first day of the
month following the month in which
the original lease terminated, shall be
forwarded to the lessee for execution.
Upon receipt of the executed lease
forms, which constitutes certification
of compliance with §3102.5 of this title,
and any required bond, the authorized
officer shall execute the lease and de-
liver 1 copy to the lessee.

(b) If overriding royalties and pay-
ments out of production or similar in-
terests in excess of 5 percent of gross
production constitute a burden to lease
operations that will retard, or impair,
or cause premature abandonment, the
lease application shall be suspended
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until overriding royalties and pay-
ments out of production or similar in-
terests are reduced to not more then 5
percent of the value of the production.
If the holders of outstanding overriding
royalty or other interests payable out
of production, the operator and the les-
see are unable to enter into a mutually
fair and equitable agreement, any of
the parties may apply for a hearing at
which all interested parties may be
heard and written statements pre-
sented. Thereupon, a final decision will
be rendered by the Department, out-
lining the conditions acceptable to it
as a basis for a fair and reasonable ad-
justment of the excessive overriding
royalties and other payments out of
production and an opportunity shall be
afforded within a fixed period of time
to submit proof that such adjustment
has been effected. Upon failure to sub-
mit such proof within the time so
fixed, the application for renewal shall
be denied.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17357, May 16, 1988; 53 FR 22840, June 17,
1988]

§3107.9 Other types.

§3107.9-1 Payment of compensatory
royalty.

The payment of compensatory roy-
alty shall extend the term of any lease
for the period during which such com-
pensatory royalty is paid and for a pe-
riod of 1 year from the discontinuance
of such payments.

§3107.9-2 Subsurface storage of oil
and gas.

See §3105.5-4 of this title.

Subpart 3108—Relinquishment,
Termination, Cancellation

§3108.1 As a lessee, may I relinquish
my lease?

You may relinquish your lease or any
legal subdivision of your lease at any
time. You must file a written relin-
quishment with the BLM State Office
with jurisdiction over your lease. All
lessees holding record title interests in
the lease must sign the relinquish-
ment. A relinquishment takes effect on
the date you file it with BLM. How-

§3108.2-1

ever, you and the party that issued the
bond will continue to be obligated to:

(a) Make payments of all accrued
rentals and royalties, including pay-
ments of compensatory royalty due for
all drainage that occurred before the
relinquishments;

(b) Place all wells to be relinquished
in condition for suspension or abandon-
ment as BLM requires; and

(c) Complete reclamation of the
leased sites after stopping or aban-
doning oil and gas operations on the
lease, under a plan approved by the ap-
propriate surface management agency.

[66 FR 1892, Jan. 10, 2001]

§3108.2 Termination by operation of
law and reinstatement.

§3108.2-1 Automatic termination.

(a) Except as provided in paragraph
(b) of this section, any lease on which
there is no well capable of producing
oil or gas in paying quantities shall
automatically terminate by operation
of law (30 U.S.C. 188) if the lessee fails
to pay the rental at the designated
Service office on or before the anniver-
sary date of such lease. However, if the
designated Service office is closed on
the anniversary date, a rental payment
received on the next day the Service of-
fice is open to the public shall be con-
sidered as timely made.

(b) If the rental payment due under a
lease is paid on or before its anniver-
sary date but the amount of the pay-
ment is deficient and the deficiency is
nominal as defined in this section, or
the amount of payment made was de-
termined in accordance with the rental
or acreage figure stated in a bill ren-
dered by the designated Service office,
or decision rendered by the authorized
officer, and such figure is found to be
in error resulting in a deficiency, such
lease shall not have automatically ter-
minated unless the lessee fails to pay
the deficiency within the period pre-
scribed in the Notice of Deficiency pro-
vided for in this section. A deficiency
shall be considered nominal if it is not
more than $100 or more than 5 percent
of the total payment due, whichever is
less. The designated Service office
shall send a Notice of Deficiency to the
lessee. The Notice shall be sent by cer-
tified mail, return receipt requested,
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