§3142.2-2

of the eleventh year, based upon the es-
timate of the recoverable tar sand re-
serves, a minimum annual tar sand
production schedule for the lease or
unit operations which shall start in the
eleventh year of the lease. This min-
imum production level shall escalate in
equal annual increments to a max-
imum of 1 percent of the estimated re-
coverable tar sand reserves in the
twentieth year of the lease and remain
at 1 percent each year thereafter.

§3142.2-2 Advance royalties in lieu of
production.

(a) Failure to meet the minimum an-
nual tar sand production schedule level
in any year shall result in the assess-
ment of an advance royalty in lieu of
production which shall be credited to
future production royalty assessments
applicable to the lease or unit.

(b) If there is no production during
the lease year, and the lessee has rea-
son to believe that there shall be no
production during the remainder of the
lease year, the lessee shall submit to
the authorized officer a request for sus-
pension of production at least 90 days
prior to the end of that lease year and
a payment sufficient to cover any ad-
vance royalty due and owing as a re-
sult of the failure to produce. Upon re-
ceipt of the request for suspension of
production and the accompanying pay-
ment, the authorized officer shall ap-
prove a suspension of production for
that lease year and the lease shall not
expire during that year for lack of pro-
duction.

(c) If there is production on the lease
or unit during the lease year, but such
production fails to meet the minimum
production schedule required by the
plan of operations for that lease or
unit, the lessee shall pay an advance
royalty within 60 days of the end of the
lease year in an amount sufficient to
cover the difference between such ac-
tual production and the production
schedule required by the plan of oper-
ations for that lease or unit and the
authorized officer shall direct a suspen-
sion of production for those periods
during which no production occurred.

§3142.3 Expiration.

Failure of the lessee to pay advance
royalty within the time prescribed by
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the authorized officer, or failure of the
lessee to comply with any other provi-
sions of this subpart following the end
of the primary term of the lease, shall
result in the automatic expiration of
the lease as of the first of the month
following notice to the lessee of its
failure to comply. The lessee shall re-
main subject to the requirement of ap-
plicable laws, regulations and lease
terms which have not been met at the
expiration of the lease.
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