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surety shall furnish a power of attor-
ney.

(b) A corporate applicant proposing
to acquire an interest in a permit or
lease shall have on file with the super-
intendent or area director a statement
showing:

(1) The State(s) in which the corpora-
tion is incorporated, and that the cor-
poration is authorized to hold such in-
terests in the State where the land de-
scribed in the instrument is situated;
and

(2) A notarized statement that the
corporation has power to conduct all
business and operations as described in
the lease or permit.

(c) The Secretary may, either before
or after the approval of a permit, min-
eral lease, assignment, or bond, call for
any reasonable additional information
necessary to carry out the regulations
in this part, or other applicable laws
and regulations.

§211.24 Bonds.

(a) The lessee, permittee or prospec-
tive lessee acquiring a lease, or any in-
terest therein, by assignment shall fur-
nish with each lease, permit or assign-
ment a surety bond or personal bond in
an amount sufficient to ensure compli-
ance with all of the terms and condi-
tions of the lease(s), permit(s), or as-
signment(s) and the statutes and regu-
lations applicable to the lease, permit,
or assignment. Surety bonds shall be
issued by a qualified company approved
by the Department of the Treasury (see
Department of the Treasury Circular
No. 570).

(b) An operator may file a $75,000
bond for all geothermal, mining, or oil
and gas leases, permits, or assignments
in any one State, which may also in-
clude areas on that part of an Indian
reservation extending into any contig-
uous State. Statewide bonds are sub-
ject to approval in the discretion of the
Secretary.

(c) An operator may file a $150,000
bond for full nationwide coverage to
cover all geothermal or oil and gas
leases, permits, or assignments with-
out geographic or acreage limitation to
which the operator is or may become a
party. Nationwide bonds are subject to
approval in the discretion of the Sec-
retary.
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(d) Personal bonds shall be accom-
panied by:

(1) Certificate of deposit issued by a
financial institution, the deposits of
which are federally insured, explicitly
granting the Secretary full authority
to demand immediate payment in case
of default in the performance of the
provisions and conditions of the lease
or permit. The certificate shall explic-
itly indicate on its face that Secre-
tarial approval is required prior to re-
demption of the certificate of deposit
by any party;

(2) Cashier’s check;

(3) Certified check;

(4) Negotiable Treasury securities of
the United States of a value equal to
the amount specified in the bond. Ne-
gotiable Treasury securities shall be
accompanied by a proper conveyance to
the Secretary of full authority to sell
such securities in case of default in the
performance of the provisions and con-
ditions of a lease or permit; or

(5) Letter of credit issued by a finan-
cial institution authorized to do busi-
ness in the United States and whose de-
posits are federally insured, and identi-
fying the Secretary as sole payee with
full authority to demand immediate
payment in the case of default in the
performance of the provisions and con-
ditions of a lease or permit.

(i) The letter of credit shall be irrev-
ocable during its term.

(ii) The letter of credit shall be pay-
able to the Bureau of Indian Affairs
upon demand, in part or in full, upon
receipt from the Secretary of a notice
of attachment stating the basis thereof
(e.g., default in compliance with the
lease or permit provisions and condi-
tions or failure to file a replacement in
accordance with paragraph (d)(5)(v) of
this section).

(iii) The initial expiration date of the
letter of credit shall be at least one (1)
yvear following the date it is filed in the
proper Bureau of Indian Affairs office.

(iv) The letter of credit shall contain
a provision for automatic renewal for
periods of not less than one (1) year in
the absence of notice to the proper Bu-
reau of Indian Affairs office at least
ninety (90) days prior to the originally
stated or any extended expiration date.
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(v) A letter of credit used as security
for any lease or permit upon which op-
erations have taken place and final ap-
proval for abandonment has not been
given, or as security for a statewide or
nationwide bond, shall be forfeited and
shall be collected by the Secretary if
not replaced by other suitable bond or
letter of credit at least thirty (30) days
before its expiration date.

(e) The required amount of bonds
may be increased in any particular
case at the discretion of the Secretary.

§211.25 Acreage limitation.

A lessee may acquire more than one
lease but no single lease shall be grant-
ed for mineral leasing purposes on In-
dian tribal or restricted lands in excess
of the following acreage except where
the rule of approximation applies:

(a) Leases for oil and gas and all
other minerals except coal are to be
contained within one United States
Governmental survey section of land
and shall be described by legal subdivi-
sions including lots or tract equiva-
lents not to exceed 640 acres; in in-
stances of irregular surveys, including
lands not surveyed under the United
States Governmental survey, lands
shall be considered in multiples of 40
acres or the nearest aliquot equivalent
thereof;

(b) Leases for coal shall ordinarily be
limited to 2,660 acres in a reasonably
compact form and shall be described by
legal subdivisions including lots or
tract equivalents. In instances of irreg-
ular surveys, including lands not sur-
veyed under the United States Govern-
mental survey, lands shall be consid-
ered in multiples of 40 acres or the
nearest aliquot equivalent thereof. The
Secretary may, upon application and
with the consent of the Indian mineral
owner, approve the issuance of a single
lease for more than 2,560 acres, in a
reasonably compact form, upon a find-
ing that the issuance is in the best in-
terest of the lessor.

§211.26 [Reserved]

§211.27 Duration of leases.

(a) All leases shall be for a term not
to exceed a primary term of lease dura-
tion of ten (10) years and, absent spe-
cific lease provisions to the contrary,

§211.27

shall continue as long thereafter as the
minerals specified in the lease are pro-
duced in paying quantities. Absent spe-
cific lease provisions to the contrary,
all provisions in leases governing their
duration shall be measured from the
date of approval by the Secretary.

(b) An oil and gas or geothermal re-
source lease which stipulates that it
shall continue in full force and effect
beyond the expiration of the primary
term of lease duration (‘‘commence-
ment clause”) if drilling operations
have commenced during the primary
term, shall be valid and shall hold the
lease beyond the primary term of lease
duration if the lessee or the lessee’s
designee has commenced actual drill-
ing by midnight of the last day of the
primary term of the lease with a drill-
ing rig designed to reach the total pro-
posed depth, and drilling is continued
with reasonable diligence until the
well is completed to production or
abandoned. However, in no case shall
such drilling hold the lease longer than
120 days past the primary term of lease
duration without actual production of
oil, gas, or geothermal resources. Pro-
vided, that this extension does not
allow a lease to continue past the 10-
year statutory limitation. Drilling
which meets the requirements of this
section and occurs within a unit or
communitization agreement to which
the lease is committed shall be consid-
ered as if it occurs on the leasehold
itself. If there is a conflict between the
commencement clause and the haben-
dum clause of a lease, the commence-
ment clause will control.

(c) A solid minerals lease which stip-
ulates that it shall continue in full
force and effect beyond the expiration
of the primary term of lease duration if
mining operations have commenced
during the primary term (commence-
ment clause), shall be valid and hold
the lease beyond the primary term of
lease duration if the lessee or the les-
see’s designee has by midnight of the
last day of the primary term of the
lease commenced actual removal of
mineral materials intended for sale and
upon which royalties will be paid. If
there is a conflict between the com-
mencement clause and the habendum
clause of a lease, the commencement
clause will control.
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