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completions using the lease royalty 
rate. 

(11) The minimum royalty provisions 
of § 3103.3–2 will continue to apply. 

[61 FR 4750, Feb. 8, 1996] 

§ 3103.4–4 Suspension of operations 
and/or production. 

(a) A suspension of all operations and 
production may be directed or con-
sented to by the authorized officer only 
in the interest of conservation of nat-
ural resources. A suspension of oper-
ations only or a suspension of produc-
tion only may be directed or consented 
to by the authorized officer in cases 
where the lessee is prevented from op-
erating on the lease or producing from 
the lease, despite the exercise of due 
care and diligence, by reason of force 
majeure, that is, by matters beyond the 
reasonable control of the lessee. Appli-
cations for any suspension shall be 
filed in the proper BLM office. Com-
plete information showing the neces-
sity of such relief shall be furnished. 

(b) The term of any lease shall be ex-
tended by adding thereto the period of 
the suspension, and no lease shall be 
deemed to expire during any suspen-
sion. 

(c) A suspension shall take effect as 
of the time specified in the direction or 
assent of the authorized officer, in ac-
cordance with the provisions of § 3165.1 
of this title. 

(d) Rental and minimum royalty pay-
ments shall be suspended during any 
period of suspension of all operations 
and production directed or assented to 
by the authorized officer beginning 
with the first day of the lease month in 
which the suspension of all operations 
and production becomes effective, or if 
the suspension of all operations and 
production becomes effective on any 
date other than the first day of a lease 
month, beginning with the first day of 
the lease month following such effec-
tive date. Rental and minimum royalty 
payments shall resume on the first day 
of the lease month in which the suspen-
sion of all operations and production is 
terminated. Where rentals are cred-
itable against royalties and have been 
paid in advance, proper credit shall be 
allowed on the next rental or royalty 
due under the terms of the lease. Rent-
al and minimum royalty payments 

shall not be suspended during any pe-
riod of suspension of operations only or 
suspension of production only. 

(e) Where all operations and produc-
tion are suspended on a lease on which 
there is a well capable of producing in 
paying quantities and the authorized 
officer approves resumption of oper-
ations and production, such resump-
tion shall be regarded as terminating 
the suspension, including the suspen-
sion of rental and minimum royalty 
payments, as provided in paragraph (d) 
of this section. 

(f) The relief authorized under this 
section also may be obtained for any 
Federal lease included within an ap-
proved unit or cooperative plan of de-
velopment and operation. Unit or coop-
erative plan obligations shall not be 
suspended by relief obtained under this 
section but shall be suspended only in 
accordance with the terms and condi-
tions of the specific unit or cooperative 
plan. 

[53 FR 17354, May 16, 1988. Redesignated at 61 
FR 4750, Feb. 8, 1996] 

Subpart 3104—Bonds 

§ 3104.1 Bond obligations. 

(a) Prior to the commencement of 
surface disturbing activities related to 
drilling operations, the lessee, oper-
ating rights owner (sublessee), or oper-
ator shall submit a surety or a per-
sonal bond, conditioned upon compli-
ance with all of the terms and condi-
tions of the entire leasehold(s) covered 
by the bond, as described in this sub-
part. The bond amounts shall be not 
less than the minimum amounts de-
scribed in this subpart in order to en-
sure compliance with the act, including 
complete and timely plugging of the 
well(s), reclamation of the lease 
area(s), and the restoration of any 
lands or surface waters adversely af-
fected by lease operations after the 
abandonment or cessation of oil and 
gas operations on the lease(s) in ac-
cordance with, but not limited to, the 
standards and requirements set forth 
in §§ 3162.3 and 3162.5 of this title and 
orders issued by the authorized officer. 

(b) Surety bonds shall be issued by 
qualified surety companies approved by 
the Department of the Treasury (see 
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Department of the Treasury Circular 
No. 570). 

(c) 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 
terms and conditions of the lease. The 
certificate shall explicitly indicate on 
its face that Secretarial approval is re-
quired prior to redemption of the cer-
tificate 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 terms and condi-
tions of a lease; or 

(5) Irrevocable letter of credit issued 
by a financial institution, the deposits 
of which are Federally insured, for a 
specific term, identifying the Sec-
retary as sole payee with full authority 
to demand immediate payment in the 
case of default in the performance of 
the terms and conditions of a lease. 

Letters of credit shall be subject to 
the following conditions: 

(i) The letter of credit shall be issued 
only by a financial institution orga-
nized or authorized to do business in 
the United States; 

(ii) The letter of credit shall be irrev-
ocable during its term. A letter of cred-
it used as security for any lease upon 
which drilling has taken place and 
final approval of all abandonment has 
not been given, or as security for a 
statewide or nationwide lease bond, 
shall be forfeited and shall be collected 
by the authorized officer if not re-
placed by other suitable bond or letter 
of credit at least 30 days before its ex-
piration date; 

(iii) The letter of credit shall be pay-
able to the Bureau of Land Manage-
ment upon demand, in part or in full, 
upon receipt from the authorized offi-
cer of a notice of attachment stating 
the basis therefor, e.g., default in com-
pliance with the lease terms and condi-

tions or failure to file a replacement in 
accordance with paragraph (c)(5)(ii) of 
this section; 

(iv) The initial expiration date of the 
letter of credit shall be at least 1 year 
following the date it is filed in the 
proper BLM office; and 

(v) The letter of credit shall contain 
a provision for automatic renewal for 
periods of not less than 1 year in the 
absence of notice to the proper BLM of-
fice at least 90 days prior to the origi-
nally stated or any extended expiration 
date. 

[53 FR 22838, June 17, 1988] 

§ 3104.2 Lease bond. 

A lease bond may be posted by a les-
see, owner of operating rights (subles-
see), or operator in an amount of not 
less than $10,000 for each lease condi-
tioned upon compliance with all of the 
terms of the lease. Where 2 or more 
principals have interests in different 
formations or portions of the lease, 
separate bonds may be posted. The op-
erator on the ground shall be covered 
by a bond in his/her own name as prin-
cipal, or a bond in the name of the les-
see or sublessee, provided that a con-
sent of the surety, or the obligor in the 
case of a personal bond, to include the 
operator under the coverage of the 
bond is furnished to the Bureau office 
maintaining the bond. 

[53 FR 22839, June 17, 1988] 

§ 3104.3 Statewide and nationwide 
bonds. 

(a) In lieu of lease bonds, lessees, 
owners of operating rights (sublessees), 
or operators may furnish a bond in an 
amount of not less than $25,000 cov-
ering all leases and operations in any 
one State. 

(b) In lieu of lease bonds or statewide 
bonds, lessees, owners of operating 
rights (sublessees), or operators may 
furnish a bond in an amount of not less 
than $150,000 covering all leases and op-
erations nationwide. 

[53 FR 22839, June 17, 1988; 53 FR 31958, Aug. 
22, 1988] 
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§ 3104.4 Unit operator’s bond. 
In lieu of individual lease, statewide, 

or nationwide bonds for operations con-
ducted on leases committed to an ap-
proved unit agreement, the unit oper-
ator may furnish a unit operator bond 
in the manner set forth in § 3104.1 of 
this title. The amount of such a bond 
shall be determined by the authorized 
officer. The format for such a surety 
bond is set forth in § 3186.2 of this title. 
Where a unit operator is covered by a 
nationwide or statewide bond, coverage 
for such a unit may be provided by a 
rider to such bond specifically covering 
the unit and increasing the bond in 
such amount as may be determined ap-
propriate by the authorized officer. 

[53 FR 22839, June 17, 1988] 

§ 3104.5 Increased amount of bonds. 
(a) When an operator desiring ap-

proval of an Application for Permit to 
Drill has caused the Bureau to make a 
demand for payment under a bond or 
other financial guarantee within the 5- 
year period prior to submission of the 
Application for Permit to Drill, due to 
failure to plug a well or reclaim lands 
completely in a timely manner, the au-
thorized officer shall require, prior to 
approval of the Application for Permit 
to Drill, a bond in an amount equal to 
the costs as estimated by the author-
ized officer of plugging the well and re-
claiming the disturbed area involved in 
the proposed operation, or in the min-
imum amount as prescribed in this sub-
part, whichever is greater. 

(b) The authorized officer may re-
quire an increase in the amount of any 
bond whenever it is determined that 
the operator poses a risk due to fac-
tors, including, but not limited to, a 
history of previous violations, a notice 
from the Service that there are uncol-
lected royalties due, or the total cost 
of plugging existing wells and reclaim-
ing lands exceeds the present bond 
amount based on the estimates deter-
mined by the authorized officer. The 
increase in bond amount may be to any 
level specified by the authorized offi-
cer, but in no circumstances shall it 
exceed the total of the estimated costs 
of plugging and reclamation, the 
amount of uncollected royalties due to 
the Service, plus the amount of monies 

owed to the lessor due to previous vio-
lations remaining outstanding. 

[53 FR 22839, June 17, 1988] 

§ 3104.6 Where filed and number of 
copies. 

All bonds shall be filed in the proper 
BLM office on a current form approved 
by the Director. A single copy executed 
by the principal or, in the case of sur-
ety bonds, by both the principal and an 
acceptable surety is sufficient. A bond 
filed on a form not currently in use 
shall be acceptable, unless such form 
has been declared obsolete by the Di-
rector prior to the filing of such bond. 
For purposes of §§ 3104.2 and 3104.3(a) of 
this title, bonds or bond riders shall be 
filed in the Bureau State office having 
jurisdiction of the lease or operations 
covered by the bond or rider. Nation-
wide bonds may be filed in any Bureau 
State office (See § 1821.2–1). 

[53 FR 17354, May 16, 1988] 

§ 3104.7 Default. 
(a) Where, upon a default, the surety 

makes a payment to the United States 
of an obligation incurred under a lease, 
the face amount of the surety bond or 
personal bonds and the surety’s liabil-
ity thereunder shall be reduced by the 
amount of such payment. 

(b) After default, where the obliga-
tion in default equals or is less than 
the face amount of the bond(s), the 
principal shall either post a new bond 
or restore the existing bond(s) to the 
amount previously held or a larger 
amount as determined by the author-
ized officer. In lieu thereof, the prin-
cipal may file separate or substitute 
bonds for each lease covered by the de-
ficient bond(s). Where the obligation 
incurred exceeds the face amount of 
the bond(s), the principal shall make 
full payment to the United States for 
all obligations incurred that are in ex-
cess of the face amount of the bond(s) 
and shall post a new bond in the 
amount previously held or such larger 
amount as determined by the author-
ized officer. The restoration of a bond 
or posting of a new bond shall be made 
within 6 months or less after receipt of 
notice from the authorized officer. 
Failure to comply with these require-
ments may subject all leases covered 
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by such bond(s) to cancellation under 
the provisions of § 3108.3 of this title. 

[48 FR 33662, July 22, 1983, as amended at 53 
FR 17354, May 16, 1988] 

§ 3104.8 Termination of period of li-
ability. 

The authorized officer shall not give 
consent to termination of the period of 
liability of any bond unless an accept-
able replacement bond has been filed or 
until all the terms and conditions of 
the lease have been met. 

[48 FR 33662, July 22, 1983, as amended at 53 
FR 17355, May 16, 1988; 53 FR 31867, Aug. 22, 
1988] 

Subpart 3105—Cooperative 
Conservation Provisions 

§ 3105.1 Cooperative or unit agree-
ment. 

The suggested contents of such an 
agreement and the procedures for ob-
taining approval are contained in 43 
CFR part 3180. 

§ 3105.2 Communitization or drilling 
agreements. 

§ 3105.2–1 Where filed. 

(a) Requests to communitize separate 
tracts shall be filed, in triplicate, with 
the proper BLM office. 

(b) Where a duly executed agreement 
is submitted for final Departmental ap-
proval, a minimum of 3 signed counter-
parts shall be submitted. If State lands 
are involved, 1 additional counterpart 
shall be submitted. 

§ 3105.2–2 Purpose. 

When a lease or a portion thereof 
cannot be independently developed and 
operated in conformity with an estab-
lished well-spacing or well-develop-
ment program, the authorized officer 
may approve communitization or drill-
ing agreements for such lands with 
other lands, whether or not owned by 
the United States, upon a determina-
tion that it is in the public interest. 
Operations or production under such an 
agreement shall be deemed to be oper-
ations or production as to each lease 
committed thereto. 

§ 3105.2–3 Requirements. 

(a) The communitization or drilling 
agreement shall describe the separate 
tracts comprising the drilling or spac-
ing unit, shall show the apportionment 
of the production or royalties to the 
several parties and the name of the op-
erator, and shall contain adequate pro-
visions for the protection of the inter-
ests of the United States. The agree-
ment shall be signed by or on behalf of 
all necessary parties and shall be filed 
prior to the expiration of the Federal 
lease(s) involved in order to confer the 
benefits of the agreement upon such 
lease(s). 

(b) The agreement shall be effective 
as to the Federal lease(s) involved only 
if approved by the authorized officer. 
Approved communitization agreements 
are considered effective from the date 
of the agreement or from the date of 
the onset of production from the 
communitized formation, whichever is 
earlier, except when the spacing unit is 
subject to a State pooling order after 
the date of first sale, then the effective 
date of the agreement may be the ef-
fective date of the order. 

(c) The public interest requirement 
for an approved communitization 
agreement shall be satisfied only if the 
well dedicated thereto has been com-
pleted for production in the 
communitized formation at the time 
the agreement is approved or, if not, 
that the operator thereafter com-
mences and/or diligently continues 
drilling operations to a depth sufficient 
to test the communitized formation or 
establish to the satisfaction of the au-
thorized officer that further drilling of 
the well would be unwarranted or im-
practicable. If an application is re-
ceived for voluntary termination of a 
communitization agreement during its 
fixed term or such an agreement auto-
matically expires at the end of its fixed 
term without the public interest re-
quirement having been satisfied, the 
approval of that agreement by the au-
thorized officer shall be invalid and no 
Federal lease shall be eligible for ex-
tension under § 3107.4 of this title. 

[53 FR 17355, May 16, 1988] 
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