Bureau of Land Management, Interior

§3106.7

§3106.7-1 Failure to qualify.

No transfer of record title or of oper-
ating rights (sublease) shall be ap-
proved if the transferee or any other
parties in interest are not qualified to
hold the transferred interest(s), or if
the bond, should one be required, is in-
sufficient. Transfers are approved for
administrative purposes only. Approval
does not warrant or certify that either
party to a transfer holds legal or equi-
table title to a lease.

Approval of transfer.

§3106.7-2 If I transfer my lease, what
is my continuing obligation?

(a) You are responsible for per-
forming all obligations under the lease
until the date BLM approves an assign-
ment of your record title interest or
transfer of your operating rights.

(b) After BLM approves the assign-
ment or transfer, you will continue to
be responsible for lease obligations
that accrued before the approval date,
whether or not they were identified at
the time of the assignment or transfer.
This includes paying compensatory
royalties for drainage. It also includes
responsibility for plugging wells and
abandoning facilities you drilled, in-
stalled, or used before the effective
date of the assignment or transfer.

[66 FR 1892, Jan. 10, 2001]

§3106.7-3 Lease account status.

A transfer of record title or of oper-
ating rights (sublease) in a producing
lease shall not be approved unless the
lease account is in good standing.

§3106.7-4 Effective date of transfer.

The signature of the authorized offi-
cer on the official form shall constitute
approval of the transfer of record title
or of operating rights (sublease) which
shall take effect as of the first day of
the lease month following the date of
filing in the proper BLM office of all
documents and statements required by
this subpart and an appropriate bond,
if one is required.

§3106.7-5 Effect of transfer.

A transfer of record title to 100 per-
cent of a portion of the lease seg-
regates the transferred portion and the

§3106.8-1

retained portion into separate leases.
Each resulting lease retains the anni-
versary date and the terms and condi-
tions of the original lease. A transfer of
an undivided record title interest or a
transfer of operating rights (sublease)
shall not segregate the transferred and
retained portions into separate leases.

§3106.7-6 If I acquire a lease by an as-
signment or transfer, what obliga-
tions do I agree to assume?

(a) If you acquire record title interest
in a Federal lease, you agree to comply
with the terms of the original lease
during your lease tenure. You assume
the responsibility to plug and abandon
all wells which are no longer capable of
producing, reclaim the lease site, and
remedy all environmental problems in
existence and that a purchaser exer-
cising reasonable diligence should have
known at the time. You must also
maintain an adequate bond to ensure
performance of these responsibilities.

(b) If you acquire operating rights in
a Federal lease, you agree to comply
with the terms of the original lease as
it applies to the area or horizons in
which you acquired rights. You must
plug and abandon all unplugged wells,
reclaim the lease site, and remedy all
environmental problems in existence
and that a purchaser exercising reason-
able diligence should have known at
the time you receive the transfer. You
must also maintain an adequate bond
to ensure performance of these respon-
sibilities.

[66 FR 1892, Jan. 10, 2001]
§3106.8 Other types of transfers.

§3106.8-1 Heirs and devisees.

(a) If an offeror, applicant, lessee or
transferee dies, his/her rights shall be
transferred to the heirs, devisees, ex-
ecutor or administrator of the estate,
as appropriate, upon the filing of a
statement that all parties are qualified
to hold a lease in accordance with sub-
part 3102 of this title. No filing fee is
required. A bond rider or replacement
bond may be required for any bond(s)
previously furnished by the decedent.

(b) Any ownership or interest other-
wise forbidden by the regulations in
this group which may be acquired by
descent, will, judgement or decree may
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be held for a period not to exceed 2
years after its acquisition. Any such
forbidden ownership or interest held
for a period of more than 2 years after
acquisition shall be subject to can-
cellation.

§3106.8-2 Change of name.

A change of name of a lessee shall be
reported to the proper BLM office. No
filing fee is required. The notice of
name change shall be submitted in
writing and be accompanied by a list of
the serial numbers of the leases af-
fected by the name change. If a bond(s)
has been furnished, change of name
may be made by surety consent or a
rider to the original bond or by a re-
placement bond.

§3106.8-3 Corporate merger.

Where a corporate merger affects
leases situated in a State where the
transfer of property of the dissolving
corporation to the surviving corpora-
tion is accomplished by operation of
law, no transfer of any affected lease
interest is required. A notification of
the merger shall be furnished with a
list, by serial number, of all lease in-
terests affected. No filing fee is re-
quired. A bond rider or replacement
bond conditioned to cover the obliga-
tions of all affected corporations may
be required by the authorized officer as
a prerequisite to recognition of the
merger.

Subpart 3107—Continuation,
Extension or Renewal

§3107.1 Extension by drilling.

Any lease on which actual drilling
operations were commenced prior to
the end of its primary term and are
being diligently prosecuted at the end
of the primary term or any lease which
is part of an approved communitization
agreement or cooperative or unit plan
of development or operation upon
which such drilling takes place, shall
be extended for 2 years subject to the
rental being timely paid as required by
§3103.2 of this title, and subject to the
provisions of §3105.2-3 and §3186.1 of
this title, if applicable. Actual drilling
operations shall be conducted in a
manner that anyone seriously looking
for oil or gas could be expected to

43 CFR Ch. Il (10-1-02 Edition)

make in that particular area, given the
existing knowledge of geologic and
other pertinent facts. In drilling a new
well on a lease or for the benefit of a
lease under the terms of an approved
agreement or plan, it shall be taken to
a depth sufficient to penetrate at least
1 formation recognized in the area as
potentially productive of oil or gas, or
where an existing well is reentered, it
shall be taken to a depth sufficient to
penetrate at least 1 new and deeper for-
mation recognized in the area as poten-
tially productive of oil or gas. The au-
thorized officer may determine that
further drilling is unwarranted or im-
practicable.

[48 FR 33662, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984; 53 FR 17357, May 16,
1988; 53 FR 22839, June 17, 1988]

§3107.2 Production.

§3107.2-1 Continuation by production.

A lease shall be extended so long as
oil or gas is being produced in paying
quantities.

§3107.2-2 Cessation of production.

A lease which is in its extended term
because of production in paying quan-
tities shall not terminate upon ces-
sation of production if, within 60 days
thereafter, reworking or drilling oper-
ations on the leasehold are commenced
and are thereafter conducted with rea-
sonable diligence during the period of
nonproduction. The 60-day period com-
mences upon receipt of notification
from the authorized officer that the
lease is not capable of production in
paying quantities.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17357, May 16, 1988; 53 FR 22840, June 17,
1988]

§3107.2-3 Leases capable of produc-
tion.

No lease for lands on which there is a
well capable of producing oil or gas in
paying quantities shall expire because
the lessee fails to produce the same,
unless the lessee fails to place the lease
in production within a period of not
less than 60 days as specified by the au-
thorized officer after receipt of notice
by certified mail from the authorized
officer to do so. Such production shall
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