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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. 
File your application to renew your 

lease in triplicate in the proper BLM 
office at least 90 days, but not more 
than 6 months, before your lease ex-
pires. Include the processing fee for 
lease renewal or exchange found in the 
fee schedule in § 3000.12 of this chapter. 

[70 FR 58874, Oct. 7, 2005] 

§ 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 
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-
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] 
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§ 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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of the date of termination, for the un-
expired portion of the original lease or 
any extension thereof remaining on the 
date of termination, and so long there-
after as oil or gas is produced in paying 
quantities. Where a lease is reinstated 
under this section and the authorized 
officer finds that the reinstatement of 
such lease either (1) occurs after the 
expiration of the primary term or any 
extension thereof, or (2) will not afford 
the lessee a reasonable opportunity to 
continue operations under the lease, 
the authorized officer may extend the 
term of the reinstated lease for such 
period as determined reasonable, but in 
no event for more than 2 years from 
the date of the reinstatement and so 
long thereafter as oil or gas is produced 
in paying quantities. 

(f) The authorized officer may, either 
in acting on a petition for reinstate-
ment or in response to a request filed 
after reinstatement, or both, reduce 
the royalty in that reinstated lease on 
the entire leasehold or any tract or 
portion thereof segregated for royalty 
purposes, if he/she determines there are 
either economic or other cir-
cumstances which could cause undue 
economic hardship or premature termi-
nation of production; or because of any 
written action of the United States, its 
agents or employees, which preceded, 
and was a major consideration in, the 
lessee’s expenditure of funds to develop 
the lands covered by the lease after the 
rental had become due and had not 
been paid; or if the authorized officer 
determines it is equitable to do so for 
any other reason. 

[49 FR 30449, July 30, 1984, as amended at 71 
FR 14823, Mar. 24, 2006] 

§ 3108.2–4 Conversion of unpatented 
oil placer mining claims: Class III 
reinstatements. 

(a) For any unpatented oil placer 
mining claim validly located prior to 
February 24, 1920, which has been or is 
currently producing or is capable of 
producing oil or gas, and has been or is 
deemed after January 12, 1983, conclu-
sively abandoned for failure to file 
timely the required instruments or 
copies of instruments required by sec-
tion 314 of the Federal Land Policy and 
Management Act (43 U.S.C. 1744), and it 
is shown to the satisfaction of the au-

thorized officer that such failure was 
inadvertent, justifiable or not due to 
lack of reasonable diligence on the part 
of the owner, the authorized officer 
may issue, for the lands covered by the 
abandoned unpatented oil placer min-
ing claim, a noncompetitive oil and gas 
lease consistent with the provisions of 
section 17(e) of the Act (30 U.S.C. 
226(e)). The effective date of any lease 
issued under this section shall be from 
the statutory date that the claim was 
deemed conclusively abandoned. 

(b) The authorized officer may issue a 
noncompetitive oil and gas lease if a 
petition has been filed in the proper 
BLM office for the issuance of a non-
competitive oil and gas lease accom-
panied by the required rental and roy-
alty, including back rental and royalty 
accruing, at the rates specified in 
§§ 3103.2–2 and 3103.3–1 of this title, for 
any claim deemed conclusively aban-
doned after January 12, 1983. The peti-
tion shall have been filed on or before 
the 120th day after the final notifica-
tion by the Secretary or a court of 
competent jurisdiction of the deter-
mination of the abandonment of the oil 
placer mining claim. 

(c) The authorized officer shall not 
issue a noncompetitive oil and gas 
lease under this section if a valid oil 
and gas lease has been issued affecting 
any of the lands covered by the aban-
doned oil placer mining claim prior to 
the filing of the petition for issuance of 
a noncompetitive oil and gas lease. 

(d) After the filing of a petition for 
issuance of a noncompetitive oil and 
gas lease covering an abandoned oil 
placer claim, the authorized officer 
shall not issue any new lease affecting 
any lands covered by such petition 
until all action on the petition is final. 

(e) Any noncompetitive lease issued 
under this section shall include: 

(1) Terms and conditions for the pay-
ment of rental in accordance with 
§ 3103.2–2(j) of this title. Payment of 
back rentals accruing from the date of 
abandonment of the oil placer mining 
claim, at the rental set by the author-
ized officer, shall be made prior to the 
lease issuance. 

(2) Royalty rates set in accordance 
with § 3103.3–1 of this title. Royalty 
shall be paid at the rate established by 
the authorized officer on all production 
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removed or sold from the oil placer 
mining claim, including all royalty on 
production made subsequent to the 
date the claim was deemed conclu-
sively abandoned prior to the lease 
issuance. 

(f) Noncompetitive oil and gas leases 
issued under this section shall be sub-
ject to all regulations in part 3100 of 
this title except for those terms and 
conditions mandated by Title IV of the 
Federal Oil and Gas Royalty Manage-
ment Act. 

(g) A notice of the proposed conver-
sion of the oil placer mining claim into 
a noncompetitive oil and gas lease, in-
cluding the terms and conditions of 
conversion, shall be published in the 
FEDERAL REGISTER at least 30 days 
prior to the issuance of a noncompeti-
tive oil and gas lease. The mining 
claim owner shall reimburse the Bu-
reau for the full costs incurred in the 
publishing of said notice. 

(h) The mining claim owner shall pay 
the Bureau a nonrefundable adminis-
trative fee of $500 prior to the issuance 
of the noncompetitive lease. 

(i) The authorized officer may, either 
in acting on a petition to issue a non-
competitive oil and gas lease or in re-
sponse to a request filed after issuance, 
or both, reduce the royalty in such 
lease, if he/she determines there are ei-
ther economic or other circumstances 
which could cause undue economic 
hardship or premature termination of 
production. 

[49 FR 30449, July 30, 1984, as amended at 53 
FR 17357, May 16, 1988; 53 FR 22840, June 17, 
1988] 

§ 3108.3 Cancellation. 
(a) Whenever the lessee fails to com-

ply with any of the provisions of the 
law, the regulations issued thereunder, 
or the lease, the lease may be canceled 
by the Secretary, if the leasehold does 
not contain a well capable of produc-
tion of oil or gas in paying quantities, 
or if the lease is not committed to an 
approved cooperative or unit plan or 
communitization agreement that con-
tains a well capable of production of 
unitized substances in paying quan-
tities. The lease may be canceled only 
after notice to the lessee in accordance 
with section 31(b) of the Act and only if 
default continues for the period pre-

scribed in that section after service of 
30 days notice of failure to comply. 

(b) Whenever the lessee fails to com-
ply with any of the provisions of the 
law, the regulations issued thereunder, 
or the lease, and if the leasehold con-
tains a well capable of production of oil 
or gas in paying quantities, or if the 
lease is committed to an approved co-
operative or unit plan or 
communitization agreement that con-
tains a well capable of production of 
unitized substances in paying quan-
tities, the lease may be canceled only 
by judicial proceedings in the manner 
provided by section 31(a) of the Act. 

(c) If any interest in any lease is 
owned or controlled, directly or indi-
rectly, by means of stock or otherwise, 
in violation of any of the provisions of 
the act, the lease may be canceled, or 
the interest so owned may be forfeited, 
or the person so owning or controlling 
the interest may be compelled to dis-
pose of the interest, only by judicial 
proceedings in the manner provided by 
section 27(h)(1) of the Act. 

(d) Leases shall be subject to can-
cellation if improperly issued. 

[48 FR 33662, July 22, 1983, as amended at 53 
FR 22840, June 17, 1988; 53 FR 31868, Aug. 22, 
1988] 

§ 3108.4 Bona fide purchasers. 

A lease or interest therein shall not 
be cancelled to the extent that such ac-
tion adversely affects the title or inter-
est of a bona fide purchaser even 
though such lease or interest, when 
held by a predecessor in title, may 
have been subject to cancellation. All 
purchasers shall be charged with con-
structive notice as to all pertinent reg-
ulations and all Bureau records per-
taining to the lease and the lands cov-
ered by the lease. Prompt action shall 
be taken to dismiss as a party to any 
proceedings with respect to a violation 
by a predecessor of any provisions of 
the act, any person who shows the 
holding of an interest as a bona fide 
purchaser without having violated any 
provisions of the Act. No hearing shall 
be necessary upon such showing unless 
prima facie evidence is presented that 

VerDate Mar<15>2010 14:51 Dec 09, 2010 Jkt 220185 PO 00000 Frm 00384 Fmt 8010 Sfmt 8010 Y:\SGML\220185.XXX 220185jd
jo

ne
s 

on
 D

S
K

H
W

C
L6

B
1P

R
O

D
 w

ith
 C

F
R



375 

Bureau of Land Management, Interior § 3109.1–3 

the purchaser is not a bona fide pur-
chaser. 

[48 FR 33662, July 22, 1983; 48 FR 39225, Aug. 
30, 1983, as amended at 53 FR 17357, May 16, 
1988] 

§ 3108.5 Waiver or suspension of lease 
rights. 

If, during any proceeding with re-
spect to a violation of any provisions of 
the regulations in Groups 3000 and 3100 
of this title or the act, a party thereto 
files a waiver of his/her rights under 
the lease to drill or to assign his/her 
lease interests, or if such rights are 
suspended by order of the Secretary 
pending a decision, payments of rentals 
and the running of time against the 
term of the lease involved shall be sus-
pended as of the first day of the month 
following the filing of the waiver or the 
Secretary’s suspension until the first 
day of the month following the final 
decision in the proceeding or the rev-
ocation of the waiver or suspension. 

[53 FR 17357, May 16, 1988; 53 FR 22840, June 
17, 1988] 

Subpart 3109—Leasing Under 
Special Acts 

§ 3109.1 Rights-of-way. 

§ 3109.1–1 Generally. 
The Act of May 21, 1930 (30 U.S.C. 301– 

306), authorizes either the leasing of oil 
and gas deposits under railroad and 
other rights-of-way to the owner of the 
right-of-way or the entering of a com-
pensatory royalty agreement with ad-
joining landowners. This authority 
shall be exercised only with respect to 
railroad rights-of-way and easements 
issued pursuant either to the Act of 
March 3, 1875 (43 U.S.C. 934 et seq.), or 
pursuant to earlier railroad right-of- 
way statutes, and with respect to 
rights-of-way and easements issued 
pursuant to the Act of March 3, 1891 (43 
U.S.C. 946 et seq.). The oil and gas un-
derlying any other right-of-way or 
easement is included within any oil 
and gas lease issued pursuant to the 
Act which covers the lands within the 
right-of-way, subject to the limitations 
on use of the surface, if any, set out in 
the statute under which, or permit by 
which, the right-of-way or easement 

was issued, and such oil and gas shall 
not be leased under the Act of May 21, 
1930. 

§ 3109.1–2 Application. 

No approved form is required for an 
application to lease oil and gas depos-
its underlying a right-of-way. The 
right-of-way owner or his/her trans-
feree must file the application in the 
proper BLM office. Include the proc-
essing fee for leasing under right-of- 
way found in the fee schedule in 
§ 3000.12 of this chapter. If the trans-
feree files an application, it must also 
include an executed transfer of the 
right to obtain a lease. The application 
shall detail the facts as to the owner-
ship of the right-of-way, and of the 
transfer if the application is filed by a 
transferee; the development of oil or 
gas in adjacent or nearby lands, the lo-
cation and depth of the wells, the pro-
duction and the probability of drainage 
of the deposits in the right-of-way. A 
description by metes and bounds of the 
right-of-way is not required but each 
legal subdivision through which a por-
tion of the right-of-way desired to be 
leased extends shall be described. 

[53 FR 17357, May 16, 1988; 53 FR 22840, June 
17, 1988; 70 FR 58874, Oct. 7, 2005] 

§ 3109.1–3 Notice. 

After the Bureau of Land Manage-
ment has determined that a lease of a 
right-of-way or any portion thereof is 
consistent with the public interest, ei-
ther upon consideration of an applica-
tion for lease or on its own motion, the 
authorized officer shall serve notice on 
the owner or lessee of the oil and gas 
rights of the adjoining lands. The ad-
joining land owner or lessee shall be al-
lowed a reasonable time, as provided in 
the notice, within which to submit a 
bid for the amount or percent of com-
pensatory royalty, the owner or lessee 
shall pay for the extraction of the oil 
and gas underlying the right-of-way 
through wells on such adjoining lands. 
The owner of the right-of-way shall be 
given the same time period to submit a 
bid for the lease. 
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