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Bureau of Land Management, Interior § 3108.2–2 

§ 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, 
and shall allow the lessee 15 days from 
the date of receipt or until the due 
date, whichever is later, to submit the 
full balance due to the designated 
Service office. If the payment required 
by the Notice is not paid within the 
time allowed, the lease shall have ter-
minated by operation of law as of its 
anniversary date. 

[48 FR 33662, July 22, 1983, as amended at 49 
FR 11637, Mar. 27, 1984; 49 FR 30448, July 30, 
1984; 53 FR 17357, May 16, 1988] 

§ 3108.2–2 Reinstatement at existing 
rental and royalty rates: Class I re-
instatements. 

(a) Except as hereinafter provided, 
the authorized officer may reinstate a 
lease which has terminated for failure 
to pay on or before the anniversary 
date the full amount of rental due, pro-
vided that: 

(1) Such rental was paid or tendered 
within 20 days after the anniversary 
date; and 

(2) It is shown to the satisfaction of 
the authorized officer that the failure 
to timely submit the full amount of 
the rental due was either justified or 
not due to a lack of reasonable dili-
gence on the part of the lessee (reason-
able diligence shall include a rental 
payment which is postmarked by the 
U.S. Postal Service, common carrier, 
or their equivalent (not including pri-
vate postal meters) on or before the 
lease anniversary date or, if the des-
ignated Service office is closed on the 
anniversary date, postmarked on the 
next day the Service office is open to 
the public); and 

(3) A petition for reinstatement, the 
processing fee for lease reinstatement, 
Class I, found in the fee schedule in 
§ 3000.12 of this chapter, and the re-
quired rental, including any back rent-
al that has accrued from the date of 
the termination of the lease, are filed 
with the proper BLM office within 60 
days after receipt of Notice of Termi-
nation of Lease due to late payment of 
rental. If a terminated lease becomes 
productive prior to the time the lease 
is reinstated, all required royalty that 
has accrued shall be paid to the Serv-
ice. 

(b) The burden of showing that the 
failure to pay on or before the anniver-
sary date was justified or not due to 
lack of reasonable diligence shall be on 
the lessee. 

(c) Under no circumstances shall a 
terminated lease be reinstated if: 

(1) A valid oil and gas lease has been 
issued prior to the filing of a petition 
for reinstatement affecting any of the 
lands covered by that terminated lease; 
or 

(2) The oil and gas interests of the 
United States in the lands have been 
disposed of or otherwise have become 
unavailable for leasing. 
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(d) The authorized officer shall not 
issue a lease for lands which have been 
covered by a lease which terminated 
automatically until 90 days after the 
date of termination. 

[49 FR 30448, July 30, 1984, as amended at 53 
FR 17357, May 16, 1988; 70 FR 58874, Oct. 7, 
2005] 

§ 3108.2–3 Reinstatement at higher 
rental and royalty rates: Class II re-
instatements. 

(a) The authorized officer may, if the 
requirements of this section are met, 
reinstate an oil and gas lease which 
was terminated by operation of law for 
failure to pay rental timely when the 
rental was not paid or tendered within 
20 days of the termination date and it 
is shown to the satisfaction of the au-
thorized officer that such failure was 
justified or not due to a lack of reason-
able diligence, or no matter when the 
rental was paid, it is shown to the sat-
isfaction of the authorized officer that 
such failure was inadvertent. 

(b)(1) Leases that terminate on or be-
fore August 8, 2005, may be reinstated 
if the required back rental and royalty 
at the increased rates accruing from 
the date of termination, together with 
a petition for reinstatement, are filed 
on or before the earlier of: 

(i) Sixty days after the receipt of the 
Notice of Termination sent to the les-
see of record, whether by return of 
check or any form of actual notice; or 

(ii) Fifteen months after termination 
of the lease. 

(2) Leases that terminate after Au-
gust 8, 2005 may be reinstated if the re-
quired back rental and royalty at the 
increased rates accruing from the date 
of termination, together with a peti-
tion for reinstatement, are filed on or 
before the earlier of: 

(i) Sixty days after the last date that 
any lessee of record received Notice of 
Termination by certified mail; or 

(ii) Twenty four months after termi-
nation of the lease. 

(3) After determining that the re-
quirements for filing of the petition for 
reinstatement have been timely met, 
the authorized officer may reinstate 
the lease if: 

(i) No valid lease has been issued 
prior to the filing of the petition for re-
instatement affecting any of the lands 

covered by the terminated lease, 
whether such lease is still in effect or 
not; 

(ii) The oil and gas interests of the 
United States in the lands have not 
been disposed of or have not otherwise 
become unavailable for leasing; 

(iii) Payment of all back rentals and 
royalties at the rates established for 
the reinstated lease, including the re-
lease to the United States of funds 
being held in escrow, as appropriate; 

(iv) An agreement has been signed by 
the lessee and attached to and made a 
part of the lease specifying future rent-
als at the applicable rates specified for 
reinstated leases in § 3103.2–2 of this 
title and future royalties at the rates 
set in § 3103.3–1 of this title for all pro-
duction removed or sold from such 
lease or shared by such lease from pro-
duction allocated to the lease by virtue 
of its participation in a unit or 
communitization agreement or other 
form of approved joint development 
agreement or plan; 

(v) A notice of the proposed rein-
statement of the terminated lease and 
the terms and conditions of reinstate-
ment has been published in the FED-
ERAL REGISTER at least 30 days prior to 
the date of reinstatement for which the 
lessee shall reimburse the Bureau for 
the full costs incurred in the pub-
lishing of said notice; and 

(vi) The lessee has paid the Bureau a 
nonrefundable administrative fee of 
$500. 

(c) The authorized officer shall not, 
after the receipt of a petition for rein-
statement, issue a new lease affecting 
any of the lands covered by the termi-
nated lease until all action on the peti-
tion is final. 

(d) The authorized officer shall fur-
nish to the Chairpersons of the Com-
mittee on Interior and Insular Affairs 
of the House of Representatives and of 
the Committee on Energy and Natural 
Resources of the Senate, at least 30 
days prior to the date of reinstate-
ment, a copy of the notice, together 
with information concerning rental, 
royalty, volume of production, if any, 
and any other matter which the au-
thorized officer considers significant in 
making the determination to reinstate. 

(e) If the authorized officer reinstates 
the lease, the reinstatement shall be as 
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