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KeywordsII. Acce tance of Suret Bond for an Individual Lease

A. General

This User Guide covers the acceptance of corporate surety
bonds that cover only a single lease. A $10,000 individual
lease bond covers all operations of the principal for a
specific, individual leas~. If the principal or holder of
the lease bond is not the entity that will conduct
operations on the lease, in order to be covered by the
principal's bond, a consent of the surety must be furnished
to the BLM by the principal to allow the operations by
another entity to be covered under the lease bond.

LEASE BOND
COVERAGE

Prior to the current bond Form 3000-4 (June 1988 or later
edition individual lessee bonds or operator's bonds could
be filed for operations on a lease (see Appendices 8
through IS) .These previous bond forms are now obsolete,
and may no longer be used for new bonds. However, many
of these older bonds are currently maintained in the ELM
State Offices and continue to be in force and effect.
Resubmission of the current bond form is not required.

~

A'
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Keywords~

BOND RECEIVED
IN FIELD OFFICE
TRANSMITTAL TO
STATE OFFICE
ADJUDICATION

B. Preliminarv Review of Bond bv Field Office
Fluid Mineral Operations

Most individuals or entities file the required bond with an
appropriate BLM State Office. However, Field Office Fluid
Mineral Operations personnel may receive bonds, and must
forward them expeditiously to the SO Fluid Leasing
Adjudication staff. If a bond is received in the Field
Office and forwarding the bond to the SO Adjudication via
the regular mail system for SO acceptance would cause
delays in the commencement of operations (e.g., approval of
an APD before the end of the primary term of the lease),
close telephone coordination between the Field Office Fluid
Mineral Operations and SO Fluid Leasing Adjudication staffs
is required to ensure that the bond is acceptable prior to
approval of any operations on the lease. The original bond
must then be promptly forwarded to the SO for formal
acceptance after approval of the APD or other operational
activity.
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c. Processinq and AcceDtance of Bond

Responsible
Qfficial SteD Action Kevwords-

Receiving 1. Receive the bond and date/time stamp.
Official Forward to Docket.

Docket 2 Pull appropriate case file and forward
to Adjudication.

ABSS Entry
ALMRS Entry

3. Enter the bond abstract into the
ABSS and in Case Recordation/ALMRS.

AUTOMATED
NOTATION

3a Under Case Type: Enter the
appropriate case type code for
the lease that the bond covers,
e.g., 312021, 312022, 311121,
311122, 311211, etc.

3b. Enter Action Date: Date bond
filed; DE 2960 Action Code 468/DE
2910 Action Code 376; Action
Remarks (Case Recordation) : Bond
amount, ELM bond number, and name
of bond holder; General Remarks
(Case Recordation) : Name of any
other bond holder and ELM bond
number with associated well number
for any other well maintained
under another bond on the same
lease.

~

~
Adjudication 4. Check the bond for the following:

4a Bond is properly executed by the

principal, including principal's
corporate seal (if available)
affixed to the bond form. The
relationship of the signatory to
the principal is to be shown
either on the bond form itself or
in an accompanying document.

EXECUTION BY
PRINCIPAL/
CORPORATE SEAL



14

FLUID MINERALS BOND PROCESSING USER GUIDE

-j~

Responsible
Official Steo Action Keywords

4b. Bond is properly executed by an EXECUTION BY
acceptable surety, with the seal SURETY/SURETY
of the corporate surety affixed to CORPORATE SEAL
the bond form, accompanied by the
power of attorney (POA) showing
proof of signing authority as the
surety's representative on the
date that the bond was executed
(see Illustration 6) .

4c. ACCEPTABLE SURETYAn acceptable surety is one shown
on the surety listing in the ABSS
that must be accessed using the
procedures in the ABSS User Guide:
The automated surety listing is
regularly updated by the BLM
Business Center Finance Personnel
in Denver. The ABSS reflects the
most current surety company status.

NQIE.: If the surety listing reflects
the message "SURETY DECERTIFIED-
NEW BONDS," this indicates that
that the surety will maintain
existing bonds, but will not
undertake new bond obligations.
If the listing reflects the
message "SURETY DECERTIFIED-
REPLACE BONDS," this indicates
that the surety has been
decertified by the Treasury
Department. The SO Adjudication
must review all exf:.ting bonds
for that surety and request
replacement bonds from the
principal.

SURETY
DECERTIFIED
MESSAGE

4d Check that bond is for at least
$10,000 and that the third block
on the form is marked.

MINIMUM BOND
AMOUNT
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Responsible
Official Steo Action Keywords

llQIE: Some older leases may
specifically require that a bond
in the amount of $5,000 must be
filed. These cases must be
evaluated individually. The
basic rule is that any bond
filed needs meet the minimum
amount required by the current
regulations unless a specific
lease term indicates differently.
Effective February 22, 1960, a
lease bond in the amount of
$10,000 was required prior to
the beginning of drilling
operations. However, effective
November 16, 1976, a lease bond
in an amount of not less than
$10,000 was required prior to
commencement of drilling
operations.

4e. A surety bond number is not
required to be shown on bond form.
In such cases, refer to the bond
in the decision of acceptance and
on the bond abstract in the ABSS
as "Unnumbered Bond." If a number
has been assigned by the surety on
the bond form, all correspondence
is to refer to this number as well
as to the ABSS bond number.

BOND NUMBER

/

4f. INCORRECT LEASE
SERIAL NUMBER

49.

If the lease serial number is
missing or incorrect on the bond
form, Adjudication is to fill in
or correct it. Furnish a copy of
the corrected bond to the surety
and principal with the deci~ion of
acceptance of the bond.

Check that the principal and
surety are indicated in the proper
locations on the bond form.
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Responsible
Official SteD Action Keywords

4h BOND AMOUNT

SPELLED OUT

Check that the bond amount is
properly indicated on the form.
The dollar amount must be spelled
out, i.~., Ten Thousand and no/100
Dollars. A bond with only figures
indicated ($10,000) must be
returned for correction, however,
a bond with the figures missing
may be accepted if the correct
amount is spelled out ~learly.

4i EXECUTION DATE
COMPLETED

Check that the execution date on
the bond is completed and precedes
the date of filing of the bond. If
the date of execution is not
completed, return the bond to the
principal for correction.

!!Q.IG;.: EXECUTION
POSTDATED

Parties will sometimes attempt
to file a bond to be effective
at some future date. Reject
such postdated bonds and advise
the parties that the bond may be
executed with a provision that
it will become effective at some
certain later date, but that the
execution date must precede the
date of filing.

4j Access the ABSS to determine if
the surety is acceptable.

QUALIFIED
SURETY

4k Power of AttorneY. Examine the
POA or other documents showing
that the person signing for the
surety had the authority to do so
on the date the bond was executed.
With a norm~l POA, the document
will recite that the suretycompany has appointed the .

individual (or others) as its
attorney-in-fact on a certain date
This date must be the same as or
earlier than the date the bond was
executed.

POWER OF
ATTORNEY
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Responsible
Official SteD Action Keywords -

~: At the end of the POA, a SPECIAL PQWER
completed certificate must be OF ATTORNEY
present indicating that the POA CONDITIONS
is still valid on a certain date
{see Illustration 6) .This
certification must be dated the
same date that the bond is
executed or within a few days
thereafter.

41. Check the POA and bond carefully
to ensure that the POA is not
limited to certain conditions.
Unless the POA was executed before
the bond and also was still valid
on the date the bond was executed,
the bond is to be returned to the
principal by certified mail for
correction.

LIMITATIONS OF
POWER OF
ATTORNEY

5.
UNACCEPTABLE
BOND

If the bond is determined to be
unacceptable for any reasons described
in the previous steps, return the bond

to the principal by a decision
indicating the defects.

~:

~

Since the bond is not considered
effective until it is accepted by the
United States, imposing time limits
for correction of defects is not

appropriate. Failure to timely file
a bond may be the basis for other
adverse actions, such as not
approving an APD or a lease
assignment/transfer.

ABSS Entry

ALMRS Entry

6. Enter Action Date: Date of decision
declaring bond unacceptable; DE 2960
Action Code 470/DE 2910 Action Code
410; Action Remarks: EFF MM/DD/YYYY;
General Remarks: Reason unacceptable
(optional) ..

AUTOMATED
NOTATION

Adjudication 7 If the bond is in order, prepare the
acceptance decision (see Illustration
7), effective as of the later of the
following dates:

BOND ACCEPTANCE
DECISION
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Responsible
Official SteD Action Keywords

Date the bond was filed in the
proper BLM office; or

EFFECTIVE DATE
OF BOND

7a

7b Effective date indicated on the
bond (this would normally occur
only with a replacement bond where
the principal and surety want the
acceptance to coincide with a bond
premium date) .

8. Forward the decision to the BLM signing
official for signature. After signed,
distribute to the principal and surety
(c/o the attorney-in-fact) .

Route for ABSS/ALMRS Entry, and filing
of the case file and bond. The bond
must be maintained in a secured, safe
area within the BLM State Office.

SAFEGUARD
LEASE BOND
IN SECURE AREA

ABSS Entry
ALMRS Entry

Enter Action Date: Date bond accepted;
DE 2960 Action Code 469/DE 2910 Action
Code 909; Action Remarks: Effective
date of bond {MM/DD/YYYY); and, in Case
Recordation, also enter BLM bond number
General Remarks {in Case Recordation) :
Amount {optional), and type of bond.

10 AUTOMATED
NOTATION

~ The date of entry in the ABSS when
accepting a bond is to be the date
of the decision of acceptance, with
the effective date (MM/DD/YYYY)
entered in the Action Remarks.
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Keywords

UNIT OPERATOR'S
BOND

IV. AcceDtance of Unit ODerator's Bonds

A. General

The operator of a federally-approved u~it agreement may
furnish a collective bond for all Federal leases committed
to the unit in lieu of separate bonds.which would otherwise
be required for each,Federal lease where bond coverage is
required. If a unit operator has a lease bond or an
operator's bond covering each lease committed to the unit,
a separate unit operator's bond does not have to be
provided if the existing amount of bond coverage is
determined to be adequate to cover operations in the unit.
If the unit operator chooses to obtain a unit operator's
bond in lieu of separate lease bonds for each lease, upon
request, such prior individual bonds may be terminated when
the Field Office Fluid Mineral. Operations staff verifies
that coverage is provided under the unit operator's bond.
When a unit terminates, or a well drilled by the unit
operator under its bond is determined not capable of
producing unitized substances in paying quantities, bond
coverage must be obtained for operations continuing on an
individual lease basis from the operator assuming
responsibility for each well that has been drilled prior
to terminating the unit operator's bond.

MINIMUM BOND
AMOUNT

A unit bond must be conditioned on the performance of all
duties and obligations under the unit agreement and the
terms and conditions of all of the leases committed to the
unit. The unit bond must be for an amount that the Field
Office Fluid Mineral Operations staff determines to be
adequate to protect the interests of the United States.
In practice, the amount of the unit bond is to be not less
than the amount of a statewide bond, i.e., $25,000.
Informal contact between the unit operator and the BLM
officials supervising the planned unit operations usually
results in setting the unit bond amount before the
procedures addressed below take place. A model form for a
unit operator's bond is provided in the regulations at
43 CFR 3186.2 if the operator elects to provide such a bond.
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Keywords

COVERAGE UNDER
BOND FORMS

No distinction in bonding requirements is made between
unitized and nonunitized Federal leases under a unit in
that a unit agreement is a plan of development and
operation for all the leases committed to the unit,
treating all such committed leases within the unit boundary
as a single lease. A unit operator is formally approved to
control and conduct all operations on lands within a unit
area when the unit is approved. A unit operator is
responsible for leasehold operations in the sense of the
terms and conditions of either the June 1987 or June 1988
edition of bond Form 3000-4. Therefore, if a unit operator
indicates that its statewide bond coverage on either of
these editions of the bond form will apply to the unit
operations, .the Field Office Fluid Mineral Operations staff
is to determine if the amount of the statewide bond needs
to be increased and, if so; must notify the SO Fluid
Leasing Adjudication staff by a memorandum of the required
increase so that the SO Adjudication staff can issue a
decision to the principal requir:i.ngthe increased bond,
amount.

Versions of previous bond forms do not clearly cover the
principal in the capacity of unit operator where the unit
operator does not have an interest in the lease. Under the
earlier bond forms, the unit operator may provide a rider
to the unit operator's statewide/nationwide bond extending
the bond's coverage to include its unit operations (see
Illustration 12 and section XI, below, for processing unit
riders) .A unit operator's statewide/nationwide bond with
a designated operator rider will suffice to cover its unit
operations. However, if a lessee/sublessee covers the unit
operations on a lease basis, a consent of surety/obligor
to allow such unit operations coverage must be submitteq.
Additional discussion related to unit agreements is
provided in Handbook 3180-1.

COVERAGE EXTENDED
BY RIDER
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Acceotance by Field Office ooerationsB.

Responsible
Official Steo Action Keywords

Field Office 1. Receive original unit bond from unit

Opertions operator.

BOND AMOUNT

ADEQUACY

2. Determine whether the amount of the
bond is adequate for the proposed
unit operations. If inadequate, return
the bond to the unit operator advising
it of the minimum acceptable bond
amount.

3.

CONFORM TO UNIT
BOND FORMAT

Check bond for the following:

3a. If a surety or personal bond,
check for exact conformity to the
format in 43 CFR 3186.2 and
check the acceptability of the
surety in the ABSS.

SURETY
ACCEPTABILITY
REVIEW

3b. If the bond is not acceptable
because of deviation from the
regulations format, return the
bond to the unit operator for
correction.

UNIT BOND FORMAT
UNACCEPTABLE

FORWARD UNIT BOND (
TO STATE OFFICE
ADJUDICATION

3c If the amount of the bond is
adequate and the bond is
determined to meet the format,
forward the original bond and
all accompanying material to the
SO Fluid Leasing Adjudication
staff under a cover memorandum
indicating that the amount of the
bond is sufficient, that the
principal is the approved unit
operator, and recommending bond
acceptance.
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c AcceDtance by State Office Fluid Leasinq Adiudication

Responsible
Official Steo Action Keywoyds

Receiving
Official

Receive memorandum and bond, date/time
stamp, and forward to Docket.

Docket 2 Pull unit file and route to

Adjudication.

ABSS Entry 3. Enter the bond abstract into the ABSS.
Enter Action Date: Date Bond Filed; DE
2960 Action Code 468; Action Remarks:
Uni t Ser ial No. / ~~/l. 1);/?2?~~~

Check bond for the following:

AUTOMATED
NOTATION

r

Adjudication 4

4a Bond is properly executed by the
principal, including principal's
corporate seal (if available)
affixed to the bond form. The
relationship of the signatory to
the principal is to be shown
either on the bond form itself or
in an accompanying document.

EXECUTION BY
PRINCIPAL/
CORPORATE SEAL

4b Bond is properly executed by an
acceptable surety, with the seal
of the corporate surety affixed
to the the bond form, accompanied
by a POA showing proof of the
signing authority as the surety's
representative (see Illustration
6) .

EXECUTION BY
SURETY/SURETY
CORPORATE SEAL

4c Check that the p~incipal
approved unit operator.

s the APPROVED
UNIT OPERATOR

4d BOND NUMBERA surety bond number is not
required to be shown on the bond
form. If no number is indicated,
refer to the bond in correspondence
as "Unnumbered Bond." If a surety
bond number is used, refer to this
number in addition to the ABSS
bond number in all correspondence.
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Responsible
Official Step Action Keywords

4e. Check that the bond amount is BOND AMOUNT
properly indicated on the form. SPELLED OUT
The dollar amount must be spelled
out, e.g., Twenty-Fiye Thousand
and No/100 Dollars. A bond with
only figures indicated ($25,000)
is to be returned for correction,
but a bond with the figures
missing may be accepted if the
correct amount is spelled out
clearly.

4£. EXECUTION DATE
COMPLETED

Check that the execution date on
the bond is completed and precedes
the date of filing of the bond.
If the date of execution is not
completed, the bond must be
returned to the principal for
correction.

llQIE.: EXECUTION
POSTDATED

Parties will sometimes attempt
to file a bond to be effective
at some future date. Reject
such postdated bonds and advise
the parties that the bond may be
executed with a provision that
it will become effective at some
certain later date, but that the
execution date must precede the
date of filing.

~

4g. See Step II.C.4k, above, for
handling of the POA.

POWER OF
ATTORNEY

4h. Check that the Field Office Fluid
Mineral Operations authorized
officer has confirmed that the
bond is for an adequate amount.

ADEQUATE BOND
AMOUNT

~: A recommendation for acceptance
or approval from the Field
Office Fluid Mineral Operations
is to be considered a
determination that the bond
amount is adequate.

4i. Access the ABSS to deteImine if
the suIety is acceptable.

QUALIFIED
SURETY

~
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,
( Responsible

Official SteD Action Keywords

5. If the bond is determined to be UNACCEPTABLE
unacceptable, return the bond by a BOND
decision indicating the defects. A
copy of the decision returning the
bond for correction is to be furnished
to the Field Office Fluid Mineral
Operations staff that recommended
acceptance.

ABSS Entry 6. Enter Action Date: Date of decision
declaring bond unacceptable; DE 2960
Action Code 470; Action Remarks:
EFF MM/DD/YYYY.

AUTOMATED
NOTATION

Adjudication 7. If the bond is in order, prepare an
acceptance decision (see Illustration
13), effective as of the later of thefollowingdiites: ",,:, "

BOND ACCEPTANCE
DECISION

7a Date the bond was received in an
acceptable form by the Field
Office Fluid Minerals Operations
staff that accepted the bond; or

EFFECTIVE DATE
OF BOND

7b Effective date indicated on the
bond.

8. Forward the decision to the ELM signing
official for signature. After signed,
distribute to the principal and surety
(c/o the attorney-in-fact) .

9

ABSS Entry 10.

Route for ABSS Entry and filing of unit
case file a?d bond for safe guarding.

Enter Action Date: Date of decision
showing bond accepted; DE 2960 Action
Code 469; Action Remarks: Enter
effective date of unit bond
(MM/DD/YYYY) .
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Keywords

COMPENSATORY
ROYALTY AGREEMENT
BONDING

VI. Bonds For ComDensatorv Rovaltv Aqreements

A compensatory royalty agreement (CRA) may be entered into
to compensate the United States for existing drainage or
anticipated drainage, or in lieu of a right-of-way lease
under the Act of May 21, 1930 (see Handbook 3109-1) .A CRA
also may be entered into a situation where mineral
interests have reverted to the United States and the lands
are not available for lease but are adjacent to lands that
contain a producing well (see Handbook 3100-1, Chapter 2) .

Generally, a CRA represents a royalty obligation only and
does not permit drilling activities. A bond, therefore, is
not be required, except in those instances where a well is
located on the lands included in the CRA, which is unlikely.

Reverse Side Intentionally Blank
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Keywords

GAS STORAGE
AGREEMENT BOND

VII. Bonds for Gas Storaqe Aqreements

A gas storage agreement (GSA) is authorized to allow
Federal la~ds to be used to store natural gas during
periods of excess production, whether produced from Federal
or other lands, so that supplies will be available to meet
peak demands. Bonding, conditioned upon compliance with
the terms of the gas storage agreement, must be filed and
accepted prior to approval of the GSA. Either a surety or
personal bond is acceptable. The bond amount must not be
less than $25,000 and is to be based on the annual storage
fee plus the estimated quarterly injection and withdrawal
fees. The procedures for review and acceptance of such GS'A
bonds are similar to those described in Section IV, above,
concerning unit operator's bonds. See Illustration 35 for
an example GSA bond and Illustration 36 for a decision
accepting a bond for a GSA.

Reverse Side Intentionally Blank
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Keywords

FLUID DISPOSAL
WELL BOND

VIII. Bonds for Fluid Disposal Wells

A bond for a fl.uid disposal well mayor may not be
required, depending upon the use of the disposal well. No
additional bond coverage is necessary for a fluid disposal
well if the disposal well is used for water produced from a
well on the lease and for the benefit of the lease, since
the existing oil and gas bond covering the operations on
the lease is sufficient.

If, however, the oil and gas well on the lease ceases
production, or the lease terminates due to lack of
production, the operator desiring to continue to use the

" disposal well for fluids produced from other leases must
CD obtain a right-of-way authorization under Title V of the

Federal Land Policy and Management Act (FLPMA), and the
regulations at 43 CFR 2800. In this case, the fluid
disposal well must be bonded under a right-of-way
performance bo~d filed in, and accepted by, the appropriate
BLM Field Office.

~

Reverse Side Intentionally Blank
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Keywords

PROTECTIVE
LEASE BOND

IX. Bonds for Protective Leases

Protective leases are issued as a result of drainage under
the authority of the Attorney General's Opinion of April 2,
1941 (40 Op. Atty. Gen. 41) .A protective lease mayor may
not require bonding coverage. If drilling is allowed on
the leased lands, or directional drilling is allowed from
off-lease, a bond is required prior to approval of the APD.
If the lease is subject only to allocated production, no
bond is required. However, a protective lease held by
allocated production usually is covered by an existing
statewide, nationwide, or unit bond in which the principal
holds an interest in the involved lease. If the MMS
requests that the BLM demand payment for any
royalty-related obligations on leases having only allocated
production, the BLM is not precluded from demanding payment
since such leases are included in the terms of the bond.

The procedures for review and acceptance of such bonds are
those described above in Section II (for individual bonds)
or Section III (for statewide/nationwide bonds) .

Reverse Side Intentionally Blank
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Keywords
x oil and Gas Exploration Bonds

A General.

EXPLORATION
BONDS

This User Guide addresses bonds submitted for geophysical
exploration operations pursuant to 43 CFR Part 3150.
Bonds for state\lride/nationwide exploration operations (see
Illustration 2) are handled by SO Fluid Lease Adjudication
Bonds for single, exploration operations are handled by the
Field Office Flu.id Mineral Operations personnel. Holders
of individual, statewide, or nationwide lease bonds are
allowed to conduct exploration operations on their
leaseholds witho'ut separate bond coverage required.
Holders of statewide and nationwide bonds wishing to
conduct exploration operations on lands on which they do
not. hold a lease may either obtain a rider to their bond
to include oil and gas exploration operations (see
Illustration 37) or provide separate geophysical
exploration bond coverage. Geophysical exploration on
U.S. Forest Service (FS) lands is authorized in accordance
with the FS Manual 2860 and 36 CFR 251, and is not covered
in this User Guide.

EXPLORATION
UNDER TERMS
OF LEASE

A lessee/operator wishing to perform geophysical
exploration work on an oil and gas lease for which it holds
the development rights, whether the surface is Federal or
split estate {see Glossary of Terms, Handbook 3100-1), may
do so under the terms of the lease by filing a Sundry
Notices and Reports on Wells, Form 3160-5 {see 43 CFR
3162.3-3) and either an exploration bond or a lease bond.
Howevef, if a lease bond has not yet been provided for any
other operations on the lease, the operator may choose to
obtain an individual exploration bond if the lease lands
are BLM-administered or are split estate, or if the surface
management agency is the FS, the exploration bonding may be
obtained in accordance with the FS procedures.

EXPLORATION BY
THIRD PARTY ON
LEASED LANDS

Geophysical exploration on leased public lands by a third
party not holding an interest in the lease must be
conducted under a Notice of Intent to Conduct oil and Gas
Exploration Operations {NO1) approved by the BLM, with the
required exploration bond coverage provided by the third
party. The third party does not need to obtain the
lessee's permission, nor request the BLM to obtain the
lessee's permission, to conduct exploration activities on
the leased lands.
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Responsible
Official StE!D Action Keywords

3e. Check that the amount of the bond BOND AMOUNT
is $25,000 for a statewide ADEQUACY
exploration bond or $50,000 for a
nationwide exploration bond.

3f. Access the ABSS to determine if
the surety is acceptable.

QUALIFIED
SURETY

39. UNACCEPTABLE
BOND

If the bond is unacceptable,
return the bond to the principal
by a decision indicating the
defects.

liQIr;.: Since the bond is not considered
effective until it is accepted
by the United States, imposing a
time limit for correction of any
defects is not appropriate.

3h. BOND ACCEPTANCE
DECISION

If the bond is in order, prepare
an acceptance decision (see
Illustration 38), effective as of
the later of the following dates:

(1) Date-the bond was properly
filed; or

EFFECTIVE DATE
OF BOND

{2) Effective date indicated on
the bond.

4. Forward decision to signing official
for signature. After the decision is
signed, distribute to the principal and
surety {c/o the attorney-in-fact) .

5. Route for ABSS Entry.

ABSS Entry 6. AUTOMATED
NOTATION

Enter Action Date: Date of decision
showing bond accepted; DE 2960 Action
Code 469; Action Remarks: Enter
effective date of bond (MM/DD/YYYY) .
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c. Accept:inq Individual Exploration Bonds

Responsible
Official S'tep Action Kevwords~

Field Office 1. Receive and date/time stamp bond and

Receiving forward to Field Office Applications
Official Examiner/Land Law Examiner with the NOT.

ABSS Entry
ALMRS Entry

2 Enter the bond abstract in the ABSS and
into Case Recordation.

AUTOMATED
NOTATION

2a Enter Action Date: Date bond
filed; DE 2960 Action Code 468/DE
2910 Action Code 376; Action
Remarks (Case Recordation) : ELM
bond number; General Remarks:
Location for which bond is filed
or Nor number.

Adjudication/
Applications
Examiner

3. Check the bond for the following:

Ja. Bond is filed on the current BLM
bond form (Form 3000-4a, June 1988
or later edition) .

Jb.
EXECUTION BY
PRINCIPAL/
CORPORATE SEAL

Bond is properly executed by the
principal, including the
principal's corporate seal (if
available) affixed to the bond
form. The relationship of the
signatory to the principal is to
be shown either on the bond form
itself or in an accompanying
document.

3c. Bond is properly executed by an
acceptable surety, with the seal
of the corporate surety affixed to
the bond form, accompanied by a
POA showing proof of signing
authorityas the surety's
representa"tive on the date that
the bond was executed {see
Illustration 6) .
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Keywords

EXPLORATION ON
UNLEASED LANDS

Geophysical exploration on unleased public lands, the
surface of which is administered by the BLM, requires
approval by a NOI and bond coverage under the regulations
at 43 CFR 3154.1. Such bond coverage is normally provided
by a rider to an existing statewide or nationwide bond (see
Illustration 37 and section XI, below) .Exploration bonds
submitted pursuant to the regulations at 43 CFR 3154.1 are
applicable only to geophysical exploration activities on
those lands the surface of which is owned by the United
States and administered by the Secretary of the Interior
through the BLM.

EXPLORATION ON
PRIVATE SURFACE
OVERLYING BLM
PUBLIC LANDS

The geophysical exploration regulations at 43 CFR 3150.0-1
state, "The procedures of this part do not apply to:
(b) Operations conducted on private surface overlying
public lands unless such operations are conducted by a
lessee under the riahts aranted bv the Federal oil and qas
lease" (emphasis added) .Therefore, exploration operations
on unleased Federal minerals under private surface does not
come under BLM jurisdiction. No NOI or geophysical
exploration bond coverage is required on such lands even if
the surface has been conveyed out of Federal ownership by a
patent issued under the Stockraising Homestead Act (SRHA)
of December 29, 1916, as amended, 43 U.S.C. 291-301 (1970) .
(See Garv Mauqhn, 105 IBLA 206 (1988) and the IBLA Order

modifying this decision in part, dated December 14, 1989.)

EXPLORATION ON
LANDS PATENTED
UNDER THE
STOCK-RAISING
HOMESTEAD ACT

PermiE;sion to conduct geophysical exploration operations on
unleased Federal minerals under private surface is required
from the surface owner, and bonding arrangements are
strictly a private matter between the parties involved.
Geophysical exploration on leased Federal minerals under
private surface by a third party not holding an interest in
the lease also does not require an Nor or geophysical bond
coverage under ELM provisions. Additional requirements for
oil and gas geophysical exploration permitting and bonding
may, however, be required from the State and/or county
government.

Federal oil and gas geophysical exploration bond forms used
prior to Form 300Q-4a are included in Appendices 16 and 17.
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B. Acceot:Ln Statewide Nationwide Ex loration Bonds

Responsible
Official St:ep Action Keywords

Receiving 1. Receive and date/time stamp bond and
Official forward to Adjudication.

ABSS Entry 2. Enter the bond abstract into the ABSS
following the procedures established
in the ABSS User Guide.

AUTOMATED
NOTATION

2a Enter Action Date: Date bond
filed; DE 2960 Action Code 468

Adjudication 3. Check the bond for the following:

Bond is filed on the current bond
form (Form 3000-4a, June 1988 or
later edition) .

3b. Bond is properly executed by the
principal, including principal's
corporate seal (i! available)
affixed to the bond form. The
relationship of the signatory to
the principal is to be shown
either on the bond form itself or
in an accompanying document.

EXECUTION BY
PRINCIPAL/
CORPORATE SEAL

EXECUTION BY
SURETY/SURETY
CORPORATE SEAL

POWER OF
ATTORNEY

Bond is properly executed by an
acceptable surety, with the seal
of the corporate surety affixed to
the bond form, accompanied by the
POA showing proof of signing
authority as the surety's
representative on the date that
the bond was executeq (see
Illustration 6) .

3d. If accepting a personal bond, see
Section V, above. When the bond
is a Treasury bill, note, or bond,
follow the procedures in Section
V.E, above, and coordinate the
book-entry deposit procedures
through the State Office
Adjudication.
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Responsible
Official SteD Action Kevwords

3d. If accepting a personal bond, see
Section V, above. When the bond
is a Treasury bill, note, or bond,
follow the procedures in section
V.E, above, and coordinate the
book-entry deposit procedures
through the State Office
Adjudication.

Check that the amount of the bond
is not less than $5,000.

3e

3£. Access the ABSS to deteImine if
the suIety is acceptable.

QUALIFIED
SURETY

UNACCEPTABLE
BOND

If the bond is unacceptable, return the
bond to the principal by a decision
indicating the defects.

Enter Action Date: Date of decision
declaring bond unacceptable; DE 2960
Action Code 470/DE 2910 Action Code
410; Action Remarks: EFF MM/DD/YYYY;
General Remarks: Reason unacceptable
(optional) .

ABSS Entry
ALMRS Entry

15 . AUTOMATED
NOTATION

15 .Adjudication/
Applications
Examiner

BOND ACCEPTANCE
DECISION

If bond is in order, prepare an
acceptance decision (see Illustration
39 or 40) effective as of the later of
the following dates:

6a. Date the bond was properly filed
in the Field Office; or

EFFECTIVE DATE
OF BOND

6b. Effective date indicated on the
bond.

.7

8.

Forward the decision to the signing
official for signature. After the
decision is signed, distribute it to
the principal and surety (c/o
attorney-in-fact) .

If the bond filed in the Field Office
is a personal bond, the collateral for
the bond is to be handled as follows:
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Responsible
Official SteD Action Keywords

If a cashier's check or certified
check was provided, prepare an
accounting advice to deposit and
hold the funds in the Field Office
until the bond is no longer
required; or

Sa

SAFEGUARD LETTER
OF CREDIT OR
CD IN LOCKED SAFE

8b. If an LOC or CD was provided, the
LOC or CD must be maintained in a
secure area in the office in a
locked, fireproof safe with
limited access to employees.
Since a LOC and CD are negotiable
instruments, they must be safely
secured at all times. If the
Field Office does not have such
facilities, prepare a cover
memorandum and forward the LOC or
CD by registered mail to the
SO Fluid Lease Adjudication
Section for safekeeping in the
State Office (see Illustration
41) .

Forward memorandum, if required,
for signature and transmittal to
the State Office.

8c

~~ Route for ABSS/ALMRS Entry

ABSS Entry
ALMRS Entry

10 AUTOMATED
NOTATION

EnteI Action Date: Date of decision
accepting bond; DE 2960 Action Code
469/DE 2910 Action Code 909; Action
RemaIks: Effective date of bond
(MM/DD/YYYY) ; and, in Case RecoIdation,
also enteI the ELM bond numbeI;
GeneIal RemaIks (in Case Recordation) :
Type of bond and name of the obligoI.

~: The dates of all entIies in the ABSS
when accepting a bond must be the
date of the decision of acceptance
with the effective date shown in the
Action RemaIks.
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Terminat:ion of Statewide/Nationwide Exploration BondsD.

Responsible
Official Step Action Kevwords

Receiving 1. Receive the letter or notice asking the EXPLORATION BOND
Official BLM to cancel or terminate the TERMINATION

exploration bond. Date/time stamp and REQUEST
forward to Adjudication.

ABSS Entry ')
~, . Access the ABSS: AUTOMATED

NOTATION
Enter Action Date: Date bond
termination request received;
DE 2960 Action Code 472; Action
Remarks: Enter whether partial or
total termination requested.

2a

Adjudication ~I . REQUEST LIST OF
EXPLORATION
LOCATIONS FROM
PRINCIPAL/
OBLIGOR

If Iequest is fIom the suIety, advise
pIincipal/obligoI that Iequest fOI
cancellation has been Ieceived fIom
suIety, and Iequest a list of all
locations fIom the pIincipal wheIe it
has conducted exploIation opeIations.
Advise the pIincipal that IepoIts aIe
being Iequested fIom the appIopIiate
ELM offices pIioI to consideIation fOI
teImination of the peIiod of liability
of the bond.

3a. Send a copy to the surety, if a
surety bond (see Illustration 42) .

4, . Request reports from appropriate BLM
offices (see Illustration 43) .

FIELD OFFICE
REPORT REQUEST

lli~: The Bond Bulletin Board of the ABSS
must be used to communicate to all
other BLM State Offices requesting
reports concerning termination of the
period of liability of nationwide
bonds. If, however, a reasonable
length of time has passed with no
response on the Bond Bulletin Board
from an office or offices, make a
written contact with those offices to
determine what problems may exist.
No action to terminate a bond can be
taken prior to all appropriate
offices concurring in the termination
of a nationwide bond.



71

FLUID MINERALS BOND PROCESSING USER GUIDE

Responsible
Official SteD Action Keywords

5. Upon receipt of all reports:

TERMINATION OF
PERIOD OF
LIABILITY
APPROVED

If all appropriate offices consent
to termination of the period of
bond liability, prepare a decision
terminating the period of
liability effective the date of
the last report received (see
Illustration 44) and Step X.E.3,
below.

Sb. BOND TERMINATION
NOT APPROVED

If objection to bond termination
is received, advise the principal
and surety by a decision.
Indicate the reasons for objection
and specify which BLM office to
contact in order to secure consent
for termination of the period of
liability on the bond (see
Illustration 45) .

6 Aftet the decision is signed,
distribute to the principal and surety
(c/o attorney-in-fact) .

Route for ABSS Entry

ABSS Entry 8. Enter in the ABSS: AUTOMATED
NOTATION

Enter Action Date: Date of
decision terminating period of
liability of bond; DE 2960 Action
Code 473; Action Remarks:
Indicate effective date of
termination of period of bond
liability; or

8b. Enter Action Date: Date bond
termination denied; DE 2960 Action
Code 476; Action Remarks: Enter
effective date (MM/DD/YYYY) ;
General Remarks: Reason for
denial (if known) .

Adjudication '3 If the bond was a Treasury bond, note,
or bill, follow the procedures in
Section V.E, above, for returning the
collaterial from the ELM Negotiable
Securities Custodian (EC-610} .
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E. Termination of Individual Exploration Bonds

Responsible
Official St,~p Action Kevwords

Field Office :l. Receive letter or notice asking the BLM EXPLORATION BOND
Receiving to cancel or terminate the exploration TERMINATION
Official bond. Date/time stamp and forward to REQUEST

Field Office Applications Examiner/Land
Law Examiner.

ABSS Entry
ALMRS Entry

:2 In the ABSS and in Case Recordation: AUTOMATED
NOTATION

2a Enter Action Date: Date bond
termination request received; DE
2960 Action Code 472/DE 2910
Action Code 377.

Adjudication/
Applications
Examiner

:3 . NOTICE OF
COMPLETION FILED

BOND LIABILITY
AUTOMATICALLY
TERMINATES
90 DAYS AFTER
NOC FILED IF BLM
FAILS TO SEND
NOTICE OF
ADDITIONAL
NEEDED ACTIONS

Check whether Notice of Completion
(NOC) has been filed. Within 90 days
of the filing of the NOC, the ELM must
notify the party who filed the NOC of
the need for additional action by the
operator to rehabilitate the lands, if
any. If the NOC is more than 90 days
old, and a notice has not been sent to
the operator, in accordance with the
regulations at 43 CFR 3154.3
II [L}iability for that particular

exploration operation shall
automatically terminate." (See also
Insurance Cornoanv of North America,
120 IBLA 384 (1991) .

~l . If the location has been inspected and
bond liability may be released, prepare
a decision terminating the period of
liability of the individual bond (see
Illustrations 46 or 47) .

TERMINATION OF
PERIOD OF
LIABILITY
APPROVED

t"
-, . If the bond filed in the Field Office

is a personal bond, the collateral for
the bond must be returned from the BLM
Negotiable Securities Custodian (BC-610)
through the SO Fluid Lease Adjudication
for return to the obligor (see Illus-
trations 48,49, and 50) .

BOND COLLATERAL
RETURNED ON
PERSONAL BOND
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Responsible
Official SI:eD Action Keywords

6. Forward decision {and memoranda, if
required) for signature. After
signature, distribute and route for
ABSS/ALMRS Entry.

ABSS Entry 7. Enter in the ABSS and Case Recordation: AUTOMATED
ALMRS Entry NOTATION

7a. Enter Action Date: Date of
decision terminating period of
liability of bond; DE 2960 Action
Code 473/DE 2910 Action Code 378;
Action Remarks: Indicate the
effective date of termination of
bond liability period; or

7b. Enter Action Date: Date bond
termination denied; DE 2960 Action
Code 476/DE 2910 Action Code 463;
Action Remarks: Enter effective
date (MM/DD/YYYY); General
Remarks: Reason for denial.

Reverse Side Intentionally Blank
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Keywords, .c.";;'~"'-.. ,-'0"'..'
XI. Processinq I~iders to Bonds i

A. General

Riders to bonds are filed for many reasons. Riders can
accompany the original bond when it is filed or be filed
subsequent to the acceptance of the original bond in order
to allow approval of some action, such as a lease
assignment, drilling activity, or adding coverage for
geophysical exploration operations (for lands not held
under lease by the principal/obligor) to an existing
statewide/nationwide bond. As with bonds, the processingof bond riders must be handled promptly. .

BOND
RIDERS

A bond rider will not be necessary to cover an operator
when that operator maintains a statewide/nationwide bond
that already contains the conditions extending coverage to
the principal as a designated operator. Such riders were
required after the oil and gas leasing regulations were
changed in August 1983 to allow a designated operator to
provide his/her own bond coverage. The language in the
June 1987 and June 1988 editions of the bond Form 3000-4
covers a principal in all capacities of operations. Bond
forms pre-dating the June 1987 edition of the bond form
must carry a rider to cover operations where the principal/
obligor holds no interest in leases (see Illustration 4) .

~:
A rider is not to be used on an assignee's bond to
assume any prior liabilities of the assignor because
the regulations (43 CFR 3106.7-2) provide that the
assignee, by seeking approval of the assignment and
being substituted in place of the assignor, assumes
the responsibility for complying with all lease
obligations including obligations that have already
accrued, (See the Regional Solicitor's Memorandum
dated January 20, 1987 (Appendix 19) and section
XII, below.)

I

\



76

FLUID MINERALS BOND PROCESSING USER GUIDE

B. Procesf3inq Bond Riders

Responsible
Official Steo Action. Keywords

Receiving 1. Receive bond rider. Date/time stamp
Official and forward to Adjudication.

ABSS Entry 2. Enter the bond rider data into the ABSS AUTOMATED
ALMRS Entry according to procedures in the ABSS NOTATION

User Guide and, if an individual lease
bond, into Case RecoIdation.

2a. Enter Action Date: Date rider to
bond filed; DE 2960 Action Code
478/pE 2910 Action Code 992; Action
Remarks (ABSS) : Reason for rider;
Action Remarks (Case Recordation) :
Applicable BLM bond number and reason
for rider;

~)
~/

3. Check the bond rider for the following

3a All riders must be executed by the
principal and surety in the same
manner as required for the bond
itself, except a consent of surety
to change of name of principal,
which may be executed solely by
the surety {see Sections 11.C,
111.8, and 1V.C, above) .

EXECUTION BY
PRINCIPAL/
SURETY

tf
0

~o

3b. SURETY
CORPORATE SEAL

\)'

~'O ,

~
~ \'-'

~
,",'-' ,

, "

Check that surety's corporate seal
is affixed. Signature for the
surety must be accompanied by
proof of signing authority, such
as a POA.

Jc. RIDER FORWARDED
TO OFFICE
MAINTAINING
BOND FOR
ACCEPTANCE
OF RIDER

In most instances, when a rider is
filed in an office other than the
office maintaining the bond,
forward the original of the rider
by memorandum to the appropriate
office for acceptance with a copy
of the memorandum attached to the
decision sent to the principal and
the surety (see Illustration 10) .
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Responsible
Official Step Action Keywords

3d. If a rider to a statewide or RIDER FILED
nationwide bond is filed in a IN OFFICE NOT
State Office having jurisdiction MAINTAINING BOND
of the lease operations to be
,covered by that rider, and the
statewide/nationwide bond is
~gintained in another State Office,,c
~t may be accepted by the
receiving State Office ii-
immediate acceptance of the rider
is necessary. Close coordination
between the two offices involved
is very important.

3e. RIDER FORWARDED
TO OFFICE
MAINTAINING BOND
AFTER RIDER
ACCEPTED IN
OFFICE WITH
JURISDICTION OF
OPERATIONS

If a rider is accepted in an
office other than that office
where the bond is maintained, a
copy of the decision accepting the
rider, with the o%iginal of the
of the rider attached, must be
transmitted to the office that
maintains the bond. The office
maintaining the bond will input
the acceptance of the rider in the
ABSS.

EXECUTION
DATE

Check that the execution date on
the rider is completed and
precedes the date of filing of the
rider. If the date of execution
is not completed; the rider must
be returned to the principal for
correction.

EXECUTION
POSTDATED

Often parties will attempt to
file a rider to be effective at
some future date. Postdated
bonds and riders are
unacceptable, and the parties
are to be advised that bonds or
riders may be executed with a
provision that the bond or a
rider thereto are to become
effective at some certain later
date, but that the execution
date must precede the date of
filing.
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Responsible
Official Step Action ' Keywords

39 QUALIFIED
SURETY

Access the ABSS to determine if
the bond is valid and that the
surety is acceptable. If a surety
is decertified, return the rider
as unacceptable and request a new
bond, either in the form of a
personal bond or a bond from an
acceptable surety.

4 If the bond is a personal bond, a rider
may be submitted by the obligor for
such actions as a consent of surety
and/or assumption of liability. Such a
rider needs to be submitted on the
obligor's letterhead, but may be in
letter form, and must fully identify
the personal bond being conditioned.

ABSS.Entry
ALMRS Entry

5. Enter into the ABSS, and into Case
Recordation (if an individual bond)

AUTOMATED
NOTATION

5a. Enter Action Date: Date rider
returned; DE 2960 Action Code 481/DE
2910 Action Code 995; Action
Remarks {ABSS) : Reason for return of
rider; Action Remarks {Case
Recordation) : Note the BLM bond number
and to whom returned; General Remarks
{Case Recordation) : Reason rider
returned; OR

Sb. Enter Action Date: Date of
decision declaring rider unacceptable;
DE 2960 Action Code 480/DE 2910 Action
Code 994; Action Remarks (AESS) :
Reason rider unacceptable; Action
Remarks (Case Recordation) : Note the
ELM bond number; General Remarks (Case
Recordation) : Reason rider is
unacceptable.
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Responsible
Official StE!D Action Kevwords

Adjudication 6. Determine whether the bond rider is RIDER
consistent with any affected lease and CONSISTENT WITH
the current leasing regulations. A REGULATIONS
rider attempting to extend a lease
bond to cover a coal lease on the same
lands is not authorized by regulation.
A rider extending a statewide or
nationwide bond to include oil and gas
exploration operations, under 43 CFR
3154, or to include geothermal leases,
under 43 CFR 3206.8, is consistent with
the regulations. A rider extending
statewide or nationwide bond coverage
to unit operations also is consistent
with the regulations.

RIDER
ACCEPTANCE
DISCRETIONARY

Determine if acceptance of the rider
is discretionary and is subject to a
review by the Field Office Fluid
Mineral Operations staff. Reduction of
a $50,000 statewide bond covering lands
{public domain and acquired lands
minerals) in one geographic State to
$25,000, even though consistent with
the current leasing regulations, is not
be approved unless all the ELM
officials approving development
operations in the State can report on
the acceptability of such a reduction.

CROSS-REFERENCE
TO ORIGINAL BOND

8 Check that the rider properly refers
to the original bond bycross-
referencing the bond number or by
reciting the name of the original
principal and the date the original
bond was executed.

Follow procedures in Step II.C.4k,
above, for handling the POA.

POWER OF
ATTORNEY

~j

UNACCEPTABLE
BOND RIDER

10. If the bond rider is unacceptable,
return by a decision to the principal
and/or agent, by certified mail,
explaining the defects and why
acceptance is denied. Send copies of
the decision to all principals and the
surety (c/o the attorney-in-fact) .
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Responsible
Official Step Action Kevwords

ABSS Entry 11. If the bond rider is returned, repeat AUTOMATED
ALMRS Entry Step XI.B5; above. NOTATION

Adjudication 12 RIDER
ACCEPTANCE
DECISION

If the rider is acceptable, prepare a
decision (see Illustration 51),
effective as of the later of the
following dates:

12a. EFFECTIVE
DATE

The date the rider was accepted
by either the State Office
maintaining the bond or the State
Office where lease operations are
to be covered (if other than
office maintaining the original
bond) .

12b. The effective date indicated on
the bond rider.

1:3. After the decision is signed,
distribute the copies to the principal,
surety (c/o the attorney-in-fact) , and
appropriate Field Office Fluid Mineral
Operations staff, and route for ABSS
Entry.

ABSS Entry
ALMRS Entry

1'1. Enter into the ABSS and, if an
individual bond, in Case Recordation:

AUTOMATED
NOTATION

14a. In ABSS: Enter Action Date:
Date of decision accepting rider;
DE 2960 Action Code 479; Action
Remarks: EFF MM!DD!YYYY; Action
Remarks (or General Remarks) :
Purpose of rider.

14b In Case Recordation (individual
bonds only) : Enter Action Date:
Date of decision Accepting rider;
DE 2910 Action Code 993; Action
Remarks: EFF MM/DD/YYYY;
Applicable BLM bond number.
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Keywords
XII. Bond Cov~Iaqe when Processina Record Title

Assiqnment& .

Close coordination between the Field Office Fluid Mineral
Operations and SO Fluid Leasing Adjudication is essential
for effective administration of bonds for oil and gas
lease operations, particularly when record title
assignments are involved. While Field Office Fluid Mineral
Operations' personnel are responsible for approving and
supervising leasehold operations, the SO Fluid Leasing
Adjudication is responsible for all final actions on oil
and gas bonds, including requesting, accepting,
terminating the period of liability, and making a demand
and collection against such bonds when default occurs.

Field Office Fluid Mineral Operations staff must notify the
SO Fluid Leasing Adjudication when operations are approved
for a lease by submitting either a copy of the approved APD
form or a memorandum to Adjudication and by entry of the
lease and well information into the ABSS on the Serial
Numbers for Bond Screen for the applicable bond. This
notification is a very important indication to the SO Fluid
Leasing Adjudication, prior to approval of any record title
assignment or termination of the period of liability of the
bond, that a report is required from the Field Office Fluid
Mineral Operations concerning the operational status of the
lease. When the final abandonment of the last well on a
lease is approved, or when the APD for the only well on a
lease is rescinded, the Field Office Fluid Mineral
Operations also must notify the SO Fluid Leasing
Adjudication of such an action and remove the lease/well
information from the ABSS (Serial Numbers for Bond Screen) .

NOTIFICATION
OF APPROVED
LEASEHOLD
OPERATIONS

For a producing lease, or any lease on which operations
have commenced, the SO fluid leasing adjudication will
access the ABSS (Serial Numbers for Bond Screen) when an
application for approval of a record title assignment is
received to determine who is operating the lease. If the
operator of the lease is bonded either under its own bond
or, with consent of the surety, under the lessee's bond,
the assignment may be approved, all else being regular.
The period of liability of the individual lease bond, if
an individual bond provided coverage for the lease, may be
terminated upon the approval of a 100 percent assignment to
another party.

FIELD OFFICE
REPORT PRIOR
TO ASSIGNMENT
APPROVAL
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Keywords
Some State Offices have experienced problems when they
automatically terminate the period of liability for
individual lease bonds upon the approval of an assignment
Most State Offices, however, have not experienced any
problems and routinely terminate the periods of liability
of the bonds, and simply reinstate the bond if there is
any immediate objection from the principal/obligor.

BOND COVERAGE
PRIOR TO

ASSIGNMENT
APPROVAL

If lessees or sublessees have provided bond coverage for
lease operations, and the current lease operator is not
bonded, the assignee is to be advised that one of the
following options must be exercised before approval of the
assignment will be granted:

A. The assignee may furnish a bond, accompanied by
a consent of surety rider to extend coverage of the bond
to the operator's lease operations; OR

B. The lease operator may furnish bond coverage for
its operations on the lease, accompanied by a statement
that, as lease operator, the principal is responsible
under the terms and conditions of the lease for the
operations conducted on that lease. (HQIE: This
statement is to be made either bya letter or by notation
on the APD or Sundry Notice that is submitted.) If the
operator furnishes bond coverage in this manner, the
lessees would be relieved of the bonding requirements for
the lease; OR

c. Anyone of the lessees currently providing bond
coverage for the lease may furnish coverage for the
lease operations being conducted by the operator by
providing a consent of sure~y rider to the lessee's bond.

Each State Office must identify the manner in which it
will notify assignees of the revised bond requirements.
Sixty days may be allowed for the assignee to provide bond
coverage, although additional time may be granted upon
written request (see Illustrations 52, 53, and 54) .

BOND REQUIRED
BY ASSIGNEE

If no response is received within.the time allowed, issue
a decision denying the approval of the assignment (see
Illustration 55 and Dallas oil Co., 93 IBLA 118 (1986) .
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Keywords

The IELA decision, Karis Oil Co. .Inc., 59 IELA l23 (1981) ,
explains that the bond the assignee is required to provide
is that which will cover any obligations arising under the
lease to the same extent that the assignor's bond would
have done. A bond rider is not required to assume prior
liabilities. The fact that the period of liability of the
prior bond has been terminated means only that the exact
date has been set, beyond which no new cause of action by
the previous operator may accrue. Therefore, a Department
of the Interior Rocky Mountain Regional Solicitor's Opinion,
dated January 20, 1987, states that the ELM is to ensure
that the bond provided by the assignee/operator will cover
all obligations existing at the time of approval by BLM of
the assignment (see Appendix 19) .

ASSIGNEE
ASSUMPTION OF
LIABILITY
NOT REQUIRED

Reverse Side Intentionally Blank
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Keywords
XIII. Increased Bond Coveraae

JUSTIFICATION
FOR BOND
INCREASE

A. General

When Field Office fluid minerals operations determines that
additional bond coverage is required, so fluid leasing
adj4dication must be advised of the specific increased bond
amount necessary to ensure compliance with the lease terms.
A detailed justification for the additional bond amount
also must be provided by the Field Office Fluid Mineral
Operations. This written justification must be sufficient
to withstand an appeal (see Pardee Petroleum Cora., 98 IBLA
20 (1987)),

It is the responsibility of the Field Office Fluid Mineral
Operations to raise the bond amount above the minimum
required by the regulations when the degree of risk and
magnitude of the potential liability to the Federal
Government for the plugging and reclamation costs of
non-plugged wells are significant. Increased bond coverage
may be necessary in accordance with 43 CFR 3104.5(b) if,
for example:

1. The operator has a documented history of
previous violations, i.e., failing to comply with the
lease terms and notices/orders issued by the BLM or the
surface management agency, particularly with regard to the
proper plugging and abandonment of wells or reclamation of
the disturbed surface area; OR

2. Unique or unusual conditions exist, either in
the planned drilling operations or in the surrounding
environment, that make the operations potentially more
hazardous or where significant environmental damage could
occur through an accident; OR

3. The costs of plugging and abandoning the well
and/or reclaiming the surface exceed the present bond
amount based on the estimates determined by the Field
Office Fluid Mineral Operations personnel; OR

4. The MMS has notified the BLM that uncollected
royalties, or interest and penalty liabilities, and
assessments are due. The bond may not be increased to an
amount exceeding the estimated cost of plugging and
abandonment of the involved wells and back royalties,
including interest, penalties. and assessments due; OR
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Keywords

INCREASED BOND
REQUESTED BY
FOREST SERVICE

5. The Forest Service (FS) has recommended
additional bonding coverage for proposed operations on
National Forest System lands, and has forwarded a decision
to the operator and the ELM Field Office Fluid Mineral
Operations in conjunction with the FS review of the surface
use plan of operations. The FS review of the surface use
plan of operations may identify the need for an increased
bond amount in accordance with the FS regulations at 36 CFR
228.107(d) .The operator may choose to increase the amount
of bond coverage under its existing bond previously filed
with the ELM rather than to obtain a separate, new bond
directly with the FS authorized officer.
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B ProcessinG Requests for Increased Bond CoveraGe

Responsible
Official SteD Action Keywords

Field Office 1. Determine if the bond amount needs to FIELD OFFICE
Operations be increased. If so, prepare a BOND INCREASE

memorandum to the SO Adjudication JUSTIFICATION

describing: MEMORANDUM

la. The condit1ons and reasons for
increasing the bond amount;

lb. The proposed increased bond amount;
and

lc The specific justification for
arriving at the proposed increased
bond amount (see Illustration 56) .

~: If the bond inc!ease is in
response to a Forest Service
decision, forward a copy of the
decision to the SO Fluid L~asing
Adjudication.

Receiving
Official

2. Receive memorandum with justification
from Field Office Operations, date/time
stamp, and forward to Adjudication with
the lease case file, if applicable.

Adjudication 3. JUSTIFICATION
REPORT PROVIDED

Review the request for the increased
bond amount to ensure that adequate
written justification has been
provided. If more information is
needed, request the Field Office
Operations to provide the additional
justification needed, including any
added detailed factual documentation.

Prepare a decision to the principal/
obligor and/or the surety requesting
compliance with increased bond amount
requirement within an appropriate
period of time, e.g., 60 days (see
Illustration 57) .The decision must
include:

INCREASED BOND
COMPLIANCE DEMAND

4a. Amount required for the increased
bond;
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Responsible
Official SteD Action. Keywords

4b. The justification for increasing
the bond amount; and

A statement that new operations
will not be allowed on the lease
until the requirement is met.

5. After the decision is signed,
distribute the copies to the principal/
obligor and/or surety by certified mail
with a copy to the Field Office Fluid
Mineral Operations, and forward for
data entry into the ABSS.

AUTOMATED
NOTATION

ABSS Entry
ALMRS Entry

6. Enter into the AESS and, if an
individual bond, into Case Recordation.
Enter Action Date: Date of decision
requiring the bond adjustment; DE
2960/2910 Action Code 477; Action
Remarks (AESS) : Adjusted bond amount,
and whether increased or decreased;
Action Remarks (Case Recordation) : ELM
bond number; increase/decrease to (total
bond amount) .

BOND/RIDER
RECEIVED

Adjudication 7. If the increased bond, or rider to an
existing bond, is received within the
time specified, review the bond or
rider for acceptance according to the
procedures provided in Sections II.C,
III.B, and IV.C, above.

ABSS EntrY
ALMRS EntrY

8. Enter into ABSS and, if an individual
bond, into Case Recordation:

AUTOMATED
NOTATION

Sa. Enter Action Date: Effective date
of rider acceptance; DE 2960 Action
Code 479; Action Remarks (ABSS) :
EFF MM/DD/YYYY and purpose of
rider; Action Remarks (Case
Recordation) : EFF MM/DD/YYYY;
Applicable BLM bond number.

Change the bond amount on the bond
abstract in the ABSS.
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Enter Action Date: Date of decision
that the bond is returned unacceptable;
DE 2960 Action Code 470/DE 2910 Action
Code 410; Action Remarks (ABSS) : EFF
MM/DD/YYYY; General Remarks (Case
Recordation) : Reason unacceptable.

AUTOMATED
NOTATION

ABSS Entry
ALMRS Entry

10.

Reverse Side Intentionally Blank
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Keywords

REPLACEMENT
SURETY BOND

In the unlikely event that a surety bond (rather than a
personal bond) is filed as a replacement bond to restore
the bond back to the required or an increased amount, if
the well plugging and reclamation costs (and any
outstanding roy~lties, interest, penalties, and assessments
owed to the MMS) exceeded the amount of the prior bond, and
the bonded party failed to pay the full amount owed, the
BLM demand for full payment is to be made against the
replacement surety bond before initiation of any lease
cancellation proceedings.

Further collection efforts under the DCA or initiating
cancellation proceedings on a lease are inappropriate when
funds under a bond are available to secure compliance with
the lease terms.
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B Processinq ReDlacement Bonds

Responsible
Official SteD Action Keywords

Receiving. 1. Receive replacement bond. Date/time
Official stamp, and forward to Adjudication.

ABSS Entry
ALMRS Entry

2. AUTOMATED
NOTATION

Enter bond abstract in the ABSS and,
if an individual bond, into Case
Recordation. Enter Action Date:
Date bond filed; DE 2960 Action Code
468/DE 2910 Action Code 376; Action
Remarks (Case Recordation) : Amount;
and replacement bond for BLM Bond No.

Adjudication 3. REPLACEMENT
BOND REVIEWED

Review bond to determine its
acceptability following the steps in
Section II.C, above. Accept the
replacement bond only after the
following steps are completed, as
appropriate.

4. COMPATIBILITY
OF BONDS

BefoLe accepting the Leplacement bond
and teLminating the Leplaced bond,
check that the two bonds aLe completely
compatible, e.g., a Leplacement
statewide bond without a geophysical
exploLation LideL cannot Leplace a bond
that had a geophysical LideL. Such a
Leplacement bond could be accepted, but
the pLioL bond's peLiod of liability
cannot be terminated unless all the
necessaLy LideLs aLe filed, OL a
deteLmination is made that no
liabilities exist peLtaining to the
LideLs, such as foL exploLation
activities.

5. If the replacement bond includes a TERMINATE PRIOR
rider assuming liability of a prior BOND IF RIDER
bond, accept the replacement bond and ASSUMES ALL
rider. Terminate the period of PREVIOUS
liability of the prior bond effective LIABILITY
the same date as acceptance of the
replacement bond or the appropriate
rider. As long as the rider
satisfactorily covers all outstanding
liabilities, coordination with other
State Offices is not necessary. ,~. ,
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Responsible
Official Step Action Kevwords

6. Complete processing of the replacement COMBINED
bond following the steps in the ACCEPTANCE AND
preceding applicable sections of this TERMINATION
User Guide, including Section XII, DECISION
above.

The termination of one bond and
acceptance of the replacement bond can
be combined into a single decision.
A copy of the decision also must be
provided to the surety of prior bond.

7 Process matured negotiable Treasury
securities as follows:

MATURED
TREASURY SECURITY
TRANSFERRED

TO
ELM ACCOUNTWhen a negotiable Treasury

security matures, the funds remain
in the Circular 154 Government
Account No.11 until the new
replacement bond is provided. If
a new bond is provided or the
BC-610 verifies that a negotiable
Treasury security has been
furnished, authorize the return of
the prior security.

A personal bond is considered
replaced if, upon maturity of a
negotiable Treasury security and
the furnishing of a new security,
a new fully executed Form 3000-4
or 3000-4a accompanies the new
security. rf a negotiable
Treasury instrument securing a
bond is replaced, and the obligor,
in a letter or some other
statement submitted to the ELM,
advises that the new security is
being furnished to allow
continuation of the coverage of
the original bond, accept the
security as a replacement and
continue the bond using the same
AESS bond number (see rllustration
23) .
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Responsible
Official SteD Action Keywords

8. If no rider (such as Illustration 58) BOND RIDER
has been provided, include a paragraph SUGGESTED
in the decision that accepts the TO ALLOW
replacement bond suggesting that a TERMINATION
rider be filed that will allow the OF LIABILITY
termination of the prior bond and will OF PRIOR BOND
avoid the principal having to maintain
two separate bonds while the BLM
determines whether there is any
outstanding liability under the prior
bond that is not covered by the
replacement bond. Send a copy of the
decision to the surety, if a surety
bond is involved.

HOLD PRIOR
BOND PENDING
RECEIPT OF RIDER
ASSUMING
LIABILITYOF
PRIOR BOND

9. Notify the principal/surety by a
decision that the replacement bond is
being held for acceptance pending
receipt of a rider that assumes
liability of the prior bond (see
Illustration 59) , and that the period
of liability of the prior bond will be
released only upon the BLM's receipt
and acceptance of the new bond and
rider. This process is more efficient
than having to check with each BLM
office to determine any outstanding
liabilities.

ACCEPT NEW
REPLACEMENT BOND

10. If the surety will not furnish the
appropriate rider, but wants the
replacement .bond to be accepted, accept
the new bond. Indicate clearly in the
acceptance decision that the old bond
must remain in full force and effect
until a review of all outstanding
liabilities is completed, and that the
new bond covers only new liabilities
accrued from the date of its acceptance
(see Illustration 60) .

If the bond review indicates no
outstanding liabilities by the ELM or
the MMS, terminate the period of
liability of the prior bond (see
Section XVII, below) .

TERMINATE
BOND

11
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Responsible
Official Steo Action Kevwords

ABSS Entry 12. EnteI into the ABSS and, if an AUTOMATED
ALMRS EntIy , individual bond, in Case RecoIdation. NOTATION

12a.

12b.

Reverse Side Intentionally Blank

For the prior bond -

Enter Action Date: Date of
decision terminating period of
liability of bond; DE 2960 Action
Code 473/DE 2910 Action Code 378;
Action Remarks (in Case
Recordation for individual bond) :
Effective date of termination of
period of bond liability;
General Remarks: Liabilities 

For replacement bond -
Enter Action Date: Date
replacement bond accepted; DE
2960 Action Code 469/DE 2910
Action Code 909; Action Remarks
(ABSS) : Effective date
(MM/DD/YYYY) ; Action Remarks
(Case Recordation) : Effective
date (MM/DD/YYYY); and ELM bond
number; General Remarks:
Replaces ELM, Eond No,
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Keywords
XIV. Replacement of Bond

General]\

Principals may request to replace existing bonds
because:

REPLACEMENT
BOND

1. They desire to move all their insurance
business to a new or different company or agency that may
underwrite bonds/insurance for several Corporate sureties,
that often are also large insurance companies; or

2. They no longer wish to pay premiums to the
surety

Replacement of bonds must be handled carefully because of
the danger of unintentionally leaving some lease
obligations without any coverage.

OUTSTANDING
LIABILITIES

The most difficult aspect of replacing a statewide or
nationwide bond is that a new bond that is not
specifically conditioned to completely replace the old bond
may not cover all lease obligations that were covered by
the old bond. This could include the responsibility to
properly plug and abandon all wells on leases which expire
or terminate before the new bond is filed. In replacing
statewide/nationwide bonds, check to ensure that the new
bond is conditioned to assume any outstanding liability on
the leasehold(s) covered by the prior bond.

If an unplugged well exists on an active lease covered
under a bond that is being replaced by a new bond, the
period of liability of the previous bond is to not be
terminated until a rider has been accepted that assumes
past liabilities for the unplugged well. Such a rider is
needed since the new bond does not automatically cover
prior liabilities incur:red on behalf of the principal by
the former surety.

UNPLUGGED
WELLS

The existence of an unplugged well on a lease that has
terminated or expired indicates that the operator has not
complied with the lease terms. Therefore, the bond
covering the lease must remain in full force and effect
until the proper plugging, abandonment, and surface
reclamation have been accomplished either by an arrangement
made by the surety or through the ELM contracting for the
work. (See Section XVIII, below, that addresses default
and collection on bonds.)
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Keywords

BOND LIABILIrr'
TERMINATED oUT
UNPLUGGED WELLS
OUTSTANDING ON
LEASE

If the period of liability of the bond has been terminated
for a lease with an unplugged well and reclamation work
that has yet to be completed, a concerted effort is to be
made by the BLM to collect on that bond. since several
years may have passed, the surety will be reluctant to pay
if the period of liability has been terminated. However,
the surety is still deemed liable since the principal is
liable for the damages it has caused in failing to comply
with the lease terms and obligations. To avoid this
situation from occurring, either obtain a replacement bond
with an attached rider that assumes all previous
liabilities existing under the prior bond, or do not
release the prior bond until all the liabilities covered by
the bond have been properly and fully corrected.

BOND AMOUNT
REDUCED DUE
TO DEFAULT

The regulations at 43 CFR 3104.7 provide that where, upon
default, the surety makes a payment to the u.s. of an
obligation (debt) incurred under a lease, the face amount
of the bond is reduced by the amount of the required
payment. After a default on a lease, the principal on the
bond must either post a new bond or replenish the existing
bond to its original amount or to an increased amount
determined by the BLM (and the surface management agency
(see 43 CFR 3104.5) .

SEPARATE OR
SUBSTITUTE
BOND TO REPLACE
DEFICIENT BOND

The regulations also allow the principal to file separate
or substitute bonds in lieu of either posting a new bond
or increasing the existing statewide or nationwide bond.
If the principal uses this option and files individual
lease bonds, the ELM may not use an individual bond from
one lease to cover an obligation due under another lease.
In cases where the obligation and payment are less than the
bond face amount, and a new bond is filed or the existing
bond is replenished to the full required amount, adequate
bonding is in full force and effect for any future
liabilities.

DEPLETION
OF BOND

In instances where the obligation in default is more than
the face amount of the bond and the bond is depleted,
collection efforts for the remaining obligation in default
must continue (see 43 CFR 3104.7) .

If the Ieplacement bond is a peIsonal bond backed by cash
OI negotiable TIeasuIy secuIities, the BLM can quickly
possess the funds to satisfy the Iemaining obligations.
not use such funds would be contIaIy to the inteIests of
the u.s. and could Iesult in pIematuIe effoIts towaId
collecting undeI the Debt Collection Act (DCA) and
initiation of lease cancellation pIoceedings.

REPLACEMENT
PERSONAL BOND

To
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Keywords

A surety election to terminate future liability must be
handled expeditiously to avoid the Field Office Fluid
Mineral Operatiqns personnel from authorizing operations on
a lease to which the bond is not applicable due to the
election made by the surety.

SURETY ELECTION
HANDLED
EXPEDITIOUSLY

Whenever notification is received from a surety that it
intends to terminate the additional coverage on leases that
are extended beyond the primary term by drilling and/or
production, and the leases are covered under the bond prior
to the effective date of the surety election to terminate
future liability, promptly notify the surety advising that
it cannot elect to make additional coverage inapplicable
for lease extensions or drilling operations under the
provisions of the bond form. Indicate to the surety that
the ELM's position was clarified by a Federal Reqister
notice that was published on June 15, 1987 (52 FR 22646) .
It is important to also notify the principal with a copy of
the surety's correspondence and the ELM's response.
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B. Processina of Bonds Terminated in Part

Responsible
Official SteD Action Kevwords -

Receiving 1. Receive notice of election to terminate SURETY
Official future liability from surety. Date/time ELECTION

stamp and forward to Adjudication. RECEIVED

Adjudication 2. Review notice of election for specific

language whereby surety elects to
terminate additional future coverage
under the bond. A notice of the
surety's cancellation indicates a
desire to terminate the period of
liability of the bond in full.

NOTICE OF SURETY
ELECTION TO
TERMINATE
ADDITIONAL
FUTURE BOND
COVERAGE

FIELD REPORTS
IN RESPONSE TO
SURETY ELECTION
TO TERMINATE
ADDITIONAL FUTURE
LIABILITY UNDER
THE BOND

Request reports from Field Office
Operations and the SMA regarding
possible bond termination, consistent
with Section XVII, below. Unless
clearly not the election allowed by
conditions of the bond {see Section
XV.A, above), issue a decision
acknowledging the election to terminate
additional future liability under the
bond effective 30 calendar days from
the date of receipt of the request by
the proper BLM office {see Illustration
61) .

ABSS Entry 4. Enter into the ABSS. AUTOMATED
NOTATION

4a. Enter Action Date: Date sur'ety
notice is received electing to
terminate additional bond coverage in
part; DE 2960 Action Code 474 Action
Remarks: Enter effective date

(MM/DD/YYYY), i.e., 30 calendar days
after receipt in the proper ELM office
of the surety's request.

Adjudication 5. After decision is signed, distribute
copies to the surety and principal.
Route for ABSS Entry.
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6b Enter Action Date: Date of
decision denying bond termination
request; DE 2960 Action Code 476;
Action Remarks: Effective date
(MM/DD/YYYY) ; Reason termination
in part is denied (or place in
General Remarks) .
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Keywords

SURETY ELECTION
TO TERMINATE
FUWRE
LIABILITY FOR
NEW LEASE
INTERESTS ON
STATEWIDE/
NATIONWIDE
BONDS ONLY

xv. Termination of Period of Liability in Part

A. General

Statewide/nationwide bonds contain a provision, in the
"Bond Conditions" on the reverse side of Form 3000-4 (see
Illustration 1), that allows a surety to reduce its future
liability by notification to the BLM that it is terminating
additional coverage under the statewide or nationwide bond
with regard to any new lease interests acquired by the
principal more than 30 days following receipt by the BLM of
such a notice of election. This teImination of future
liability by the surety does not extend to operational
activities on a lease covered by the bond, including
dIilling over the pIimary teIm of a lease, when such
activity was included under the bond coverage prior to the
surety election to terminate future additional coverage.

~: Some surety companies are interpreting this election
clause of the bond conditions to mean that they can
cease bond coverage for a lease that is extended by
drilling over the lease expiration date or for
additional drilling on a lease which contains a
producing well. This interpretation is not correct.

It also is important to note that an individual lease bond
is not included under this election provision to terminate
future liability.

TERMINATION OF
FUTURE LIABILITY
NOT APPLICABLE
TO INDIVIDUAL
LEASE BONDSTermination of future liability of a statewide/nationwide

bond does not mean that use of the bond is not allowed.
What is important is whether the bonded party's interest in
the lease was acquired or established prior to the election
by the surety to have the coverage become inapplicable.
The bond coverage is still applicable to those leases held
or operated by the principal and to lease operations
authorized under the bond that were filed prior to the
election. In addition, coverage under the bond continues
for any lease covered by the bond when the lease is
extended past its primary term prior to the election by
the surety to terminate future liability, despite the
expiration date of the term set forth in the lease.
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Keywords

A surety election to terminate future liability must be
handled expeditiously to avoid the Field Office Fluid
Mineral Operatiqns personnel from authorizing operations on
a lease to which the bond is not applicable due to the
election made by the surety.

SURETY ELECTION
HANDLED
EXPEDITIOUSLY

Whenever notification is received from a surety that it
intends to terminate the additional coverage on leases that
are extended beyond the primary term by drilling and/or
production, and the leases are covered under the bond prior
to the effective date of the surety election to terminate
future liability, promptly notify the surety advising that
it cannot elect to make additional coverage inapplicable
for lease extensions or drilling operations under the
provisions of the bond form. Indicate to the surety that
the ELM's position was clarified by a Federal Reqister
notice that was published on June 15, 1987 (52 FR 22646) .
It is important to also notify the principal with a copy of
the surety's correspondence and the ELM's response.
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B. Processina of Bonds Terminated in Part

Responsible
Official SteD Action Kevwords -

Receiving 1. Receive notice of election to terminate SURETY
Official future liability from surety. Date/time ELECTION

stamp and forward to Adjudication. RECEIVED

Adjudication 2. Review notice of election for specific

language whereby surety elects to
terminate additional future coverage
under the bond. A notice of the
surety's cancellation indicates a
desire to terminate the period of
liability of the bond in full.

NOTICE OF SURETY
ELECTION TO
TERMINATE
ADDITIONAL
FUTURE BOND
COVERAGE

FIELD REPORTS
IN RESPONSE TO
SURETY ELECTION
TO TERMINATE
ADDITIONAL FUTURE
LIABILITY UNDER
THE BOND

Request reports from Field Office
Operations and the SMA regarding
possible bond termination, consistent
with Section XVII, below. Unless
clearly not the election allowed by
conditions of the bond {see Section
XV.A, above), issue a decision
acknowledging the election to terminate
additional future liability under the
bond effective 30 calendar days from
the date of receipt of the request by
the proper BLM office {see Illustration
61) .

ABSS Entry 4. Enter into the ABSS. AUTOMATED
NOTATION

4a. Enter Action Date: Date sur'ety
notice is received electing to
terminate additional bond coverage in
part; DE 2960 Action Code 474 Action
Remarks: Enter effective date

(MM/DD/YYYY), i.e., 30 calendar days
after receipt in the proper ELM office
of the surety's request.

Adjudication 5. After decision is signed, distribute
copies to the surety and principal.
Route for ABSS Entry.
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6b Enter Action Date: Date of
decision denying bond termination
request; DE 2960 Action Code 476;
Action Remarks: Effective date
(MM/DD/YYYY) ; Reason termination
in part is denied (or place in
General Remarks) .
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Keywords
XVI. Phased Release of Period of Liabilitv on Lease Bond

A. General

Phased released is not applicable to statewide or
nationwide bonds. Upon receipt of a request from the
bonded principal, an individual lease bond may be reduced
in phases upon completion and inspection of certain stages
of lease abandonment. Two stages appea~ to be sufficient,
since reinspection would be required at each phase, i.e.,
(1) after all wells on a lease have been properly plugged,
abandoned, and the site has been stabilized and seeded, the
bond may be released in part, e.g., by 75 percent; and
(2) when the revegetation is complete arid final abandonment
has been approved, the period of liability of the bond may
be fully terminated. The bond to be reduced may be either
a surety or personal bond. Surety bonds and LOC's may be
released in phases, but a CD would have to be rewritten for
a lesser amount at its renewal date because of interest
earned and penalties that might be assessed the obligor by
the financial institution.

PHASED RELEASE
OF LEASE BOND
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B. Processinq Reauests for Phased Release

Responsible
Official SteD Action Keywords

Receiving I. Receive request to reduce bond by a
Official phased release of the period of

liability. Date/time stamp and forward
to Adjudication.

NQI:E;.: If received by the Field Office
Fluid Mineral Operations staff,
recommendations for approval or
disapproval must be forwarded to
the SO Fluid Leasing

Adjudication.

ABSS Entry
ALMRS Entry

2 Enter into the ABSS and, if an
individual bond, in Case Recordation

AUTOMATED
NOTATION

2a. Enter Action Date: Date phased
bond termination request received;
DE 2960 Action Code 472/DE 2910
Action Code 377; Action Remarks
(ABSS) : Enter whether partial or
total termination requested;
Action Remarks (Case Recordation) :
BLM Bond No. ; Partial
release.

Adjudication 3. REQUEST FIELD
OFFICE OPERATIONS
REPORT ON PHASED
BOND RELEASE

If not already received, request Field
Office Operations to report to the SO
Adjudication if the bond can be reduced
to a lower amount, e.g., to $2,500 if
proper plugging and rehabilitation work
has been completed, except for
revegetation. Coordination with other
SMA's must be made if the surface is
not managed by the ELM. Phased release
of bond liability should be completed
within 60 days from receipt of the
request.

4. Check the MMS Delinquent Lease Accounts
biweekly listing to ensure that the
lease is not included on the listing.
If the lease is on the MMS list, deny
the request until the MMS liabilities
are resolved, which may include a
demand being made against the bond
(see Section XVIII, below) .
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Responsible
Official Step Action Keywords

5. If the Field Office Operations staff REDUCE BOND
agrees to reducing the bond amount for IN PHASES
a phased release, prepare a decision,
to be sent by certified mail to the
principal and surety reducing the bond
and stating that the remaining amount
of the bond would be used in the event
the revegetation is not successful.
The return of the certified mail card
acknowledges the surety's receipt of
the decision {see Illustration 62) .

ABSS Entry
ALMRS Entry

6. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

6a. EnteI Action Date: Date of
decision gIanting bond adjustment;
DE 2960! 2910 Action Code 477;
Action RemaIks: Action RemaIks
(AESS) : Adjusted bond amount,
and whetheI incIeased OI decIeased;
Action RemaIks (Case RecoIdation) :
ELM bond numbeI; incIease/decIease
to (total bond amount) .

6b. Change bond'amount on abstract
screen in the ABSS.

Reverse Side Intentionally Blank
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Keywords
XVII. Termination of Period of Liability of Bond

GeneralA.

TERMINATION OF
BOND PERIOD
OF LIABILITY

The procedures for termination of the period of liability
of a bond is to be the same regardless of whether the
surface ownership is the BLM, another SMA, or private. It
is advisable in cases of private surface to contact the
surface owner to determine what arrangements and agreements
were made by the operator (or lessee) with the owner, and
any objections or problems that the surface owner may have.
The lessee/operator must satisfy the Federal lease terms
and conditions that involves the proper plugging and
abandonment of wells and the payments of all royalties,
interest, penalties, and assessments that may be owed to
the MMS, regardless of any arrangements made by the
lessee/operator with the surface owner, e.g., payment for
surface damages. In the case of a dispute between the
private landowner and the operator, the BLM will require
the surface to be restored to BLM standards.
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t .,) ;) , , \'I' ., ,' } 1 ' j , ' J "B. Processln Re uests 'I 'i'} "'
J

, 'tJ
Responsible ;',ti! i
Official Ste Action' Ke words

Receiving 1. Receive the letteI or notic& requesting TERMINATION
Official the BLM to cancel the bond OI teIminate OF PERIOD OF

the period of liability under the bond. LIABILITY
Date/time stamp and forward to REQUEST
Adjudication.

ABSS Entry
ALMRS Entry

2. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

2a. Enter Action Date: Date bond
termination request received;
2960 Action Code 472/DE 2910
Action Code 377; Action Remarks
(ABSS) : Enter "TOTAL" and, in

Case Recordation, enter "TOTAL"
and the BLM bond number

DE

Adjudication 3.
TERMINATION
REPORT REQUESTED
FROM APPROPRIATE
STATE OFFICES

When the surety requests a bond
termination, if a nationwide bond,
request a report through the ALMRS Bond
Bulletin Board from all State Offices
for agreement that the nationwide bond
may be terminated. See Appendix 20 for
instructions for accessing the ALMRS
Bond Bulletin Board. If, after a
reasonable period of time has passed
with no response from one or more
offices, send a written request to
those offices (see Illustration 43) .

4. If bond is an individual lease or
statewide bond, request a report {see
Illustration 43) from all appropriate
Field Offices whether the bond may be
terminated.

5. Obtain an ALMRS printout showing all
leases held by the principal. Review
this printout against the MMS biweekly
Delinquent Lease Accounts listing for
leases have MMS demands due. If no
leases are on the MMS listing, furnish
the printout to each appropriate Field
Office Operations staff with a request
to review all listed leases due to the
request to terminate the period of
liability of the bond.

ALMRS PR
OBTAINED
ALL LEAS
BY PRINC
UNDER TH

INTOUT
LISTING

ES HELD
IPAL
E BOND
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Responsible
Official Step Action Keywords

Sa. If leases held by the bond ar~ on
the MMS listing, notify the MMS
and, as needed, make a demand
against the bond to collect the
monies owed to the MMS (see
Section XVIII, below} .

6. While awaiting responses from the BLM
offices (and when no leases are
included on the MMS biweekly listing},
prepare a standard notice to the
principal and surety advising them of
the status of the bond termination
request (see Illustration 42) .This
notice needs to be used when the
termination reports from several
offices are going to take considerable
time to complete, e.g., for nationwide
bonds.

7. If the surety has requested ter~,ination
of the bond without notifying the
principal, use of this standard notice
effectively notifies the principal of
the surety's request, and additional
notification of the principal is not
necessary. If the principal objects to
termination of the period of liability,
advise the principal that the BLM will
discontinue processing the termination
request until the principal and surety
have resolved the matter.

SURETY REQUEST
FOR BOND
TERMINATION
WITHOUT KNOWLEDGE
OF PRINCIPAL

8. Upon receipt of all reports:

Sa. If all reports consent to bond
liability termination, terminate the
period of liability of the bond by a
decision (see Illustration 44) .

TERMINATE BOND

BOND TERMINATION
NOT APPROVED

ab. If an objection to the bond
termination is received, prepare a
decision specifying the reason the
period of liability cannot be
terminated (see Illustration 45) .
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Responsible
Official Step Action Keywords

9. After the decision is signed,
distribute to the principal and surety.
Route for ABSS (and Case Recordation)
Entry.

ABSS EntIy
ALMRS EntIy

10. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

Enter Action Date: Date of
decision terminating period of
liability of bond; DE 2960 Action
Code 473/DE 2910 Action Code 378;
Action Remarks: Effective date
of termination of period of bond
liability (MM/DD/YYYY), and in
Case Recordation enter the BLM
Bond No. , OR

Enter Action Date: Date of
decision that bond termination
denied; DE 2960 Action Code
476/DE 2910 Action Code 463;
Action Remarks: Effective date
of denial of bond termination,
and in Case Recordation enter the
BLM Bond No. ; General
Remarks: Reason for denial.

Adjudication 11 File case/bond file.

12. If, after the decision has been issued BOND
RELEASE/

terminating the period of liability of
the bond, the surety requests that the
bond be fully and unconditionally
released, respond that the regulations
in 43 CFR 3104.8 do not allow this type
of release (see Illustration 63) .
Termination of the period of liability
establishes a date after which no new
liabilities may be attached to the bond.
The regulations do not provide for bond
cancellation. See Section XIX, below,
addressing the statute of limitations
for collection on bonds.

CANCELLATION
NOT ALLOWED
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Keywords
;XVIII. Default and Collection on Bonds

GeneralA.

DEFAULTDefault is gene~ally defined in Black's Law Dictionarv
{5th Edition, 1979) as the omission or failure to perform.a legal or cont~actual duty or to observe a prom~se or
discharge an ob~igation, such as to pay interest or
principal on a debt when due. On Federal oil and gas
leases, default may take the forms of: {1) wells not
being properly plugged and abandoned in accordance with the
terms of the lease or regulations; {2) uncorrected damage
to surface improvements, including failure to perform
adequate restoration of the lease surface area; and/or
{3) monetary balances due the U.S. under the terms of the
lease, such as royalty on production or minimum royalty
(including interest, penalties, and assessments due) .

STATUTE OF
LIMITATIONS

Pursuant to 28 U.S.C. 2415, a six-year statute of
limitations is established for every action for money
damages brought by the United States, founded upon any
contract. This six-year period commences when the right of
action occurs. See Section XIX, below. Since an oil and
gas lessee has the right to conduct operations until the
instant a lease expires, final cleanup and abandonment can
take place within a reasonable time after the lease expires.
Accordingly, the six-year period will commence after a
reasonable time has expired. Due to the difficulty in
defining "reasonable time," all problems related to expired
leases must be identified and solved as quickly as possible.
All unapproved ~bandonment and reclamation operations must
be inspected by the Field Office Fluid Mineral Operations
as soon as possible after lease expiration, and lessees and
operators must be promptly notified of any deficiencies.
All work done must be inspected by the Field Office
Operations persOnnel. In no case shall 6 years pass after
lease expiration with no action taken by the ELM.

DEBT COLLECTION
ACT PROCESSING

When assessments for noncompliance or civil penalties are
made and forwarded to the SO Accounts for processing under
the Debt Collection Act, the SO Accounts must coordinate
with the SO Adjudication to ensure that all available bond
monies have beeD demanded in accordance with procedures
in this User Guide prior to processing for debt collection
under the Debt ~ollection Act (see Department of the
Interior Manual i344) .
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Keywords

NONCOMPLIANCE/
DEFAULT THAT IS
UNRESOLVED -

ADDITION OF
ENTITY TO MLA
SECTION 17{9>
NONCOMPLIANCE
LIST

If all attempts to collect under the bond fail, the entity
will be considdred in continuing noncompliance with Section
17(g) of the MUA and the regulations at 43 CFR 3102.5-1.
In that case, ~he BLM Washington Office Fluids Groups (310)
must be adviseq by a memorandum from the SO Fluid Leasing
Adjudication Ofi the continuing noncompliance of the entity.
The entity will! be placed on a noncompliance list and
shall be not be allowed from obtaining any oil and gas
leases (either lthrough new issuance of by assignment/
transfer) until the noncompliance is resolved to the
satisfaction of the BLM.
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Keywords
Collection Based on Field Office Operations/SMA/
Surface Owner ReQuest

B.

Upon default, t~e surety on a bond, or the obligor on a
personal bond, ~ust make payment to the United States of
any indebtednes$ due under a lease. However, all available
measures must b~ taken prio~ to collection on a bond. When
a bond cove~s l ~ ases on National Fo~est System Lands, the
Field Office Fl id Mineral Ope~ations must initiate contact
with the app~op iate Fo~est Se~vice and ~equest
identification Qf any defaults on lease performance.

DEFAULT ON
OBLIGATION

Responsible
Official Step Action Kevwords

Field Office 1. Provide written orders to the lessee FIELD OFFICE
Operations and operator, with a copy also sent to OPERATIONS

the surety or obligor, requiring the ISSUES ORDER
necessary work to be performed. ON DEFAULT AND

RECLAMATION
2. Such orders must specify: REQUIREMENTS

2a The exact work required to be
performed;

2b. The time allowed to commence the
work; and

2c. That failure to perform will
result in eventual attachment of
the bond.

3. Send the orders by certified mail to
the operator, all lessees, anyother
principals and the surety or obligor
with a copy to the SO Fluid Leasing
Adjudication (see Illustration 64) .

4. Since the BLM is also the responsible
agency for demanding performance on a
bond for any royalty liability, contact
the MMS Bond Coordinator to verify the
total amount that the lessee/operator
owes for unpaid or underpaid royalty,
including interest, penalties, and
assessments owed to the MMS. This
amount owed must be consolidated with
the amount owed to the BLM/SMA for
proper plugging and abandonment,
including the restoration of the
surface of the leased lands.

Adjudication
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Responsible
Official S!;eo Action! Kevwords-

1 5. When all attempts to collect under the
bond fail, the entity is considered in
continuing noncompliance with the MLA
Section 17(g) and the regulations at 43
CFR 3102.5-1(f) .Notify the Washington
Office Fluids Group (WO 310) with a
memorandum identifying the efforts and
dates of notification of noncompliance,
also identifying all affiliates and
subsidiaries of the entity, including
the names of all officers of the entity.

Field Office
Operations

6. SURETY
CONTRACT OF
WORK REQUIRED

If neither the lessee nor operator
commence or complete the required work
after any appropriate further
discussion and/or correspondence,
prepare a certified letter to the
surety or obligor, with copies sent to
the lessees, operator, 'and the SO Fluid

Leasing Adjudication.

The letter must require that either

7a. The lessee or operator commence
the specified work within 60 days
(or such other reasonable period
of time, based on the seasonal
factors involved) and continue the
work diligently to completion; OR

7b. The surety directly enter into a
contract such that the specified
work will commence within 60 days
(or such other reasonable period
of time) and continue diligently
to completion, with the contractor
directly billing the surety for
the work done; OR

CONTRACTOR
BILLS SURETY
DIRECTLY
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Responsible
Official SteD Action Kevwords

7c. The surety authorize in writing
within 60 days for the BLM to act
as the surety's agent to contract
and oversee the performance of the
specified work, with the
contractor directly billing the
surety for payment. In this case,
the surety must pay the U.S. (BLM) ADMINISTRATIVE
an additional 25 percent of the FEE CHARGED
payment amount to compensate the IN ACCORDANCE
U.S. foI administrative costs foI WITH 43 CFR
the contIact, as specified in 43 3163.1(a) (4)
CFR 3163.1(a) (4), with the total
costs incurIed not to exceed the
bond face amount (see Illustration
65) .The administIative fee is
assessed at 25 peIcent of the
actual cost of the IequiIed
Ieclamation. This fee is chaIged
only when the BLM is foIced to
contract to have the woIk
completed.

~: The first two options are ELM's
preferred approaches. The third
option is only be used as a last
alternative since it places a
greater administrative burden on
the Field Office Fluid Mineral
Operations staff. The work
performance costs are to be
based on, preferably, three or
more estimates by contractors
with expertise for the type of
work required. Under the third
option, the payment to the
contractor by the surety will
probably be limited to the face
amount of the bond. When the
costs exceed the amount of the
bond, the principal must make
full payment of that amount
which is in excess of the face
amount of the bond (see 43 CFR
3104.7(b)) .This amount in
excess of the bond does not
constitute a demand on the bond;
it leaves the total bond amount
available.
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Responsible
Official SteD Action Keywords

8. Indicate specifically in the certified
letter sent to the operator, lessee and
surety that if none of the above occurs
within the time specified, the BLM will
taken action to attach the bond for the
specified amount in accordance with
instructions in section XVIII.C, below,
which will represent ~he cost to the
U.S. of performing the work, plus an
additional 25 percent to compensate the
U.S. for administrative costs.
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Keywords
C. Procedures for Collection on Surety Bond Based on

BLM/SMA/Surface Owner Reauest

If neither the ~urety, lessee, or operator perform any of
the steps addrefsed in Section XVIII.B,' above, within the
time specified, ithe following actions are to be taken to
attach a suretylbond.

COLLECTION ON
SURETY BOND
BASED ON
BLM REQUEST

Responsible
Official SteD Action Keywords

Field Office 1. The Field Office Fluid Mineral
Operations I Operations personnel must perform thefollowing steps: .

PROCURE CONTRACT

FOR PLQGGING AND
RECLAMATION WORK

la. Coordinate with the SO
Procurement/Contrac.ts :personnel
to obtain three or more estimates from
contractors with expertise for the type
of work required. A requisition must
be prepared to contract with the low
bidder, but actual work performance
cannot begin under the contract until
the monies are received from the surety
(see Illustration 66) .

DEFAULT REPORT
PREPARED

lb. Prepare a default report to the SO
Fluid Leasing Adjudication describing
the failure of the operator, lessee,
and surety to perform the specific
actions required. Include copies of
all previous correspondence sent to and
received from these entities.
Recommend that action be taken by
Adjudication to attach the bond in a
specific amount, not to exceed the face
amount of the bond. Include a copy of
the requisition prepared in the Field
Office.

Receiving
Official

Receive the default report from the
Field Office or SMA. Date/Time stamp
and forward to Adjudication.

2.

ABSS Entry
ALMRS Entry

3. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

3a. Enter Action Date: Date default
~ rmined; DE 2960 Action Code

483/ E 2910 Action Code 451;
1On Remarks: Type of default

and amount.

1111ov Lf'83 ~
$ s O()()j P-cC(d ,naI1(J.~

c.i 150 ) /}') fl1..s

0\
~
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Responsible
Official SteD Action Keywords

Adjudication 4. Identify the lessee and all the leases
involved using the ALMRS Proprietor's
Report.

5 In the case of a demand on a statewide
or nationwide bond, notify all of the
appropriate offices (the Field Office
Operations for a statewide bond, and
the Field Office Operations and all
State Offices for a nationwide bond) by
a memorandum and the ABSS Bulletin Board
to conduct a review and report any
liabilities that might exist for the
principal (see Illustration 67) .

6. Check the MMS Delinquent Lease Accounts
biweekly listing for leases covered by
the bond for which royalties, interest,
penalties, and assessments may be due
under the subject bond.

7 i'
DEMAND PAYMENT

DECISION

When a response from the appropriate
Field Offices and State Offices is
received, prepare a decision to the
principal and surety demanding payment
under the bond for default (see
Illustration 68) .The decision is to
include:

7a Nature of the default; NA TURE AND

DOCUMENTATION

OF DEFAULT7b. Documentation that all BLM and MMS
attempts have been made under
formal procedures to require the
default be corrected.

7c. The amount to be collected under
the bond, not to exceed the face
value of the bond, with
justification to support the
amount to be collected.

7d TIME ALLOWED
FOR SURETY
PAYMENT

Specific period of time allowed
for the surety to make the payment
requested.
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Responsible
Official Step Action Kevwords

7e. Statement that failure to make the
payment may result in the ELM
recommending to the Department of
the Treasury to remove the surety
from the Federal Treasury list of
certified, acceptable sureties
and/or the ELM initiation of lease
cancellation proceedings and/or
judicial proceedings to secure
payment.

8. After the decision is signed, send
by certified mail to the surety and
principal, and to the lessee/operator
if different than the principal, with a
copy to the MMS-DMD.

9. Route for ABSS Entry.

ABSS Entry
ALMRS Entry

10. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

Enter Action Date: Date of
notification of default
correction ~ t;-DE 2960

Action Cod 484/ E 29io"Action

Code 452. an -, "
, 'z:lj{? MtI /0 a dJ

A~J,illl f2p 1I'}«r~ ~ : T 'ipe 01 I -
lOb. Enter Action Date: Future action Dd~/1 ,f- ll-m ()~ .

suspense du.e date when payment 'Ttl Tf'"#'iC wf..t're 11i~ ;-p I ~
requested rrom surety is d~e; fY1()~e /1,C1At I .£P Itru.L:I cJ~.:J'-
DE 2960/2910 Action Code 247. 6 awJ I:VVLl hy-- fI.J-i!gW,~

Ir payment for the default is not made: ~t.t.Af'eL-:2P..4 .II-ICJ-V~"' ~ltAdjudication 11.

If surety fails or refuses to
make default payment under bond,
prepare letter to the Department
of the Treasury, Surety Bond
Branch, 401 14th Street, S.W. ,
Washington, D.C. 20027, advising
that the surety has failed or
refused to render a payment under
the bond and request the Treasury
Department to take the necessary
action to decertify the surety
(see Illustration 69) .

DECERTIFICATION
OF SURETY
REQUEST TO
TREASURY
DEPARTMENT
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Responsible
Official SteD Action Keywords

llb. Prepare a decision to the PAYMENT NOT MADE
principal and surety advising BY SURETY
them that judicial action is
being initiated due to the
nonpayment, i.e., default under
the bond (see Illustration 70) .

REFER DEFAULT
CASE TO
SOLICITOR

Prepare a memorandum to the
appropriate Solicitor for the
judicial action to be taken
against the surety, providing all
the required background
information (see Illustration 71)

12!. If payment for the total obligation is
made by the surety:

PAYMENT MADE
BY SURETY

Deposit the monies to the State
Office's suspense account
(14X5017) , and prepare a Cash
Receipt Document (Form 1372-4)
to transfer the funds from the
suspense account to the
subactivity specified on the
requisition (see Illustration 72)
The contractor may now be awarded
the contract and begin the
required reclamation work (see
Illustration 73) .When the work
is completed, the contractor is
required to submit an invoice for
payment to the ELM Field Office
Fluid Mineral Operations. The
Field Office Operations must then
make payment from the transferred
bond proceeds. If the actual
costs incurred are less than the
estimated costs, the difference
is to be held (but any amount of
the difference that is greater
than the 25 percent required to
cover the administrative fee is
to be refunded by the SO Fluid
Leasing Adjudication to the
surety) .
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Responsible
Official SteD Action Kevwords

NOTE: Contracts exceeding a certain
amount may have to be handled by
the SO Procurement/Contracts
personnel. Therefore, close
coordination among the Field
Office Fluid Mineral Operations
staff and the contracting
personnel with the SO's Fluid
Leasing Adjudication and
contracting personnel is
essential. An important factor
in a bond payment situation is
that ELM is dealing with the
proceeds from the bond rather
than with direct ELM funds,
per se.

12b. DEFAULT REMEDIEDWhen the payment is made by a
surety to the BLM, the face
amount of the bond is reduced by
the amount paid, causing the
bond amount to either be
totally used or to drop below the
minimum amount required by the
regulations.

When the payment is made, issue a
decision acknowledging receipt of
the surety payment and require
the principal to restore the face
amount of the bond back to the
minimum amount required by the
regulations or to an increased
amount above the minimum
regulatory amount as may be
specitied by the Field Office
Operations in accordance with
43 CFR 3104.5. Alternatively,
the principal may be requested to
furnish new bond coverage (see
Illustration 74) .Failure to do
so may result in initiation of
lease cancellation proceedings.

RESTORE BOND
TO REQUIRED
FULL AMOUNT

12c.



122

FLUID MINERALS BOND PROCESSING USER GUIDE

Responsible
Official SteD Action Keywords

13. If the payment is made by a surety from NOTIFYOTHER
a statewide or nationwide bond that may OFFICES OF
be applicable to obligations on leases PAYMENT MADE
under the jurisdiction of another State
Office, the appropriate State Office(s)
must be notified promptly by a copy of
the decision that payment has been made
by the surety under the bond. Such a
message should also be issued on the
ABSS Bulletin Board.

If it is determined that bond coverage
is no longer required, the period of
liability may be terminated. Otherwise,
the full amount of the bond must be
restored.

14

If the payment is made in full by the
surety, enter into the ABSS and, if an, individual bond, in Case Recordation.

ftS'a.

15. AUTOMATED
NOTATION

ABSS Entry
ALMRS Entry

\tl ,~ b. I'~) , \ i\,jf"1~ ,
I' , " !" dl"

, ,,' ~"
~' 1..,.J , ' \

; i" ,." c.)
, ,r , " \

, }() : ~

16!" , , Jr

, .~y
,::;'f' ~1-

Enter Action Date: Date default
is corrected; DE 2960 Action Code
485(DE 2910 Action C,?de 453;., .JjJ("Jd- -"I./J;',~...!-["'~4
ActJ.on Remarks: IndJ.cate wI/C'- (.4."' {1 ,)tl.vU/-:.lP'-:, ' p~
"PARTIAL" if only partial payment~()"L.J:.t-Id.t-<.. ~t(lj
of defaul t is made. ),Jf~c;l ~ -1b4 -,1

h:A-- ~Lt.A..-I'j .;JJ;~!'~, ( II (j I ,0--u.JJ

/ ~ ./1 )-" "-..v,1

},,~

r.
\

"y'iiV~~

15b.

It;, \

~
15c

Enter Action Date~ Date default

payment is received from surety

or obligor/principal;

2960/2910 Action Code Action
Remarks: Amount of ~ " , ":J,J.1J

~eceived. a.Y).l. W/l() fJ.al1' t 16-t}...'? f~':t
.t:;ttjf.f/. ,$ Wtil.4 ", p..'},t-}tf.J{jd!i $ I ~ (} j ~ 1.V1' J

Enter Action Date: Date of

notification that bond adjustment

is required; DE 2960/2910 Action

Code 477; Action Remarks: Enter

amount and that bond must be

increased to full amount required

or a higher amount.

Enter Action Date: Future action
suspense date when restoration of
bond to required amount is due;
DE 2960/2910 Action Code 247;
Action Remarks: Restoration of
bond to full face amount required.
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Responsible
Official SteD Action Keywords

Adjudication 16j If the bond is restored to the face
! amount, prepare a notice acknowledging

the bond restoration.

ABSS Entry
ALMRS Entry

17. AUTOMATED
NOTATION

Enter Action Date: Date bond
adjustment is received; DE 2960 Action
Code 464/DE 2910 Action Code 478;
Action Remarks: Effective date
(MM/DD/YYYY) .

Adjudication 18 If payment by the surety/obligor is
less than the total obligation and the
principal refuses to pay the remaining
obligation, provide a new bond, or to
restore the original bond:

18a. FULL PAYMENT NOT
MADE BY SURETY -
REMAINING BALANCE
DUE

Prepare a decision to the
responsible party (lessee,
operating rights owner,
operator) advising that judicial
action to cancel the lease is
being initiated due to default
and failure to make payments
required under the bond (see
Illustration 75) .

18b. Prepare a memorandum to the
appropriate Solicitor for the
necessary judicial action
providing all the required
background information (see
Illustration 76) .

REFER DEFAULT
CASE TO
SOLICITOR

18c. Notify the appropriate Field and
State Offices that all bond
monies have been collected but
are insufficient to cover the
total reclamation costs. The
Field Offices may then pursue
alternative funding sources.

19.1 To deposit the partial payment received,
see Step XVIII.C.12, above.
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Keywords
D. Procedures for Collection on Personal Bond Based

on BLM/SMA/Surface Owner ReQuest

If neither the obligor, lessee, or operator perform any of
the steps addressed above within the time specified, the
following actions are to be taken to attach a personal
bond.

COLLECTION ON
PERSONAL BOND
BASED ON BLM
REQUEST

Responsible
Official SteD Action Keywords

Field Office 1. The Field Office Fluid Mineral
Ope~ations Ope~ations pe~sonnel must pe~fo~m the

following steps:

la PROCURE CONTRACT
FOR PLUGGING AND
RECLAMATION WORK

Coordinate with the SO
Procurement/contracts personnel to
obtain three or more estimates
from contractors with expertise
for the type of work required. A
requisition must be prepared to
contract with the low bidder, with
actual work under the contract
normally begun immediately since
the personal bond monies must be
easily accessible to BLM (see
Illustration 66) .

lb. DEFAULT REPORT
PREPARED

Prepare a default report to the SO
Fluid Leasing Adjudication
describing the failure of the
operator and lessee to perform the
work required. Include copies of
all previous correspondence sent
to and received from the entities.
Recommend that action be taken by
the SO Adjudication to collect on
the obligor's personal bond.
Include a copy of the Field Office
requisition.

Receive default report. Date/time
stamp and forward to Adjudication.

Receiving
Official

2

EnteI into the ABSS and, if an
individual bond, in Case RecoIdation.

ABSS Entry
ALMRS Entry

3. AUTOMATED
NOTATION

3a. Enter Action Date: Date default
determined; DE 2960 Action Code
483/DE 2910 Action Code 451;
Action Remarks: Type of default
and amount of default.
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Responsible
Official SteD Action Kevwords

Adjudication 4. If a statewide or nationwide personal
bond, identify the lessee and all the
leases involved using the ALMRS
Proprietor's Report.

5. In the case of a demand on a statewide
or nationwide bond, notify all of the
appropriate offices (the Field Office
Operations for a statewide bond, and
the Field Office Operations and all
State Offices for a nationwide bond) by
a memorandum and the ABSS Bulletin Board
to conduct a review and report any
liabilities that might exist for the
principal (see Illustration 67) .

6 Check the MMS Delinquent Lease Accounts
biweekly listing for leases covered by
the bond for which royalties, interest,
penalties, and assessments may be due.

7. DEMAND PAYMENT
DECISION

When all responses are received,
prepare a decision to the obligor
advising of the appropriation of the
personal bond for default (see Illus
tration 77) .The decision is to
include:

7a. Nature of the default; NATURE AND

DOCUMENTATION
OF DEFAULT7b. Documentation that all BLM and MMS

attempts have been made under
formal procedures to require the
default be corrected.

7c. The amount to be collected under
the bond, not to exceed the face
value of the bond, with
justification to support the
amount to be collected.

7d. To whom the contract for work
performance is awarded, and the
date when the restoration work is
to be completed.

TIME ALLOWED

FOR OBLIGOR

PAYMENT
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Responsible
Official SteD Action Kevwords

8. If the bond is a book-entry deposit of COLLECTION OF
a Treasury security, notify the ELM TREASURY
Negotiable Securities Custodian SECURITY
(EC-610) by memorandum of the nature of
the default, and request that the
Treasury security be sold to obtain the
funds needed to cover the default. The
Negotiable Securities Custodian will
withdraw the security from the Circular
154 Account Number 11 and transfer it
to the State Office's suspense account.

, ./
'1"~L

9. If the bond is backed by a LOC, CD, or
other type of personal bond, prepare a
draft for payment and enclose the v/c:; r/ /1 -J ,
original security, a copy of the /'1 if / -c-Y /.:..,10
executed bond form (Contai ~ 5"'i~-~- t":/)jLII( ,'i/ ,:/// " ,

P2.W ~ ~L .attorney) : ':lnd th payment t~/),~, ,:'(~ ~,! "! (" (1'

:-"'-draft W1 the dec1s1on. o y '1 J

~I-l-: s rations 20 and 21, as appropriate. /0 .t" :CJ
Upon receipt, the proceeds must be ,)
deposited into the SO's suspense
account and are to be transferred by
Cash Receipt Document (Form l372-4)
(see Illustration 72) to the Field

Office's subactivity from which the
contractor is to be paid.

({':;;' )[(

" !! ,
,tt;lQ"

10. After the decision in Step XVIII.D.7,
above, is signed, send by certified
mail to the obligor, lessee, and
operator, with a copy to the MMS-DMD if
royalty liabilities also are involved.
Route for ABSS and ALMRS Entry.

ABSS Entry
ALMRS Entry

11. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

lla. Enter Action Date: Date of
notification of default
correction request; DE 2960
Action Code 484/DE 2910 Action
Code 452.

llb.

,(/v~

)'/

Enter Action Date: Future action
suspense date when payment of
default is 2960/2910
Action Code 247
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Responsible
Official Steo Action. Keywords -

Adjudication 12. When payment is made by the obligor to RESTORE BOND
the BLM, the face amount of the bond is TO REQUIRED
reduced by the amount paid, causing the FULL AMOUNT
bond amount to either be totally used
or drop below the minimum amount
required by the regulations.

13. DEFAULT
REMEDIED

When payment is made, issue a decision
acknowledging receipt of the payment
and requiring the obligor to restore
the face amount of the bond back to the
minimum amount required by the
regulations or such increased amount as
may be specified by the Field Office
Fluid Mineral Operations in accordance
with 43 CFR 3104.5. Alternatively, the
obligor may be requested to furnish new
bond coverage (see Illustration 74) .
Failure to do so may result in
initiation of lease cancellation
proceedings.

14. If the payment is made by an obligor on
a statewide or nationwide bond that may
be applicable to obligations on leases
under the jurisdiction of another State
Office, the appropriate State Office(s)
must promptly be notified by a copy of
the decision that payment under the
bond has been made by the obligor.
Such a message should also be sent
using the ABSS Bulletin Board.

NOTI FY OTHER
OFFICES OF
PAYMENT MADE

15. If it is determined that bond coverage
is no longer required, the period of
liability may be terminated, otherwise
the full bond amount, or an increased
bond amount, must be restored.

ABSS Entry
ALMRS Entry

16. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

16a. Enter Action Date: Date default
corrected; DE 2960 Action Code
485/DE 2910 Action Code 453.

J-j 3b -p~ '-"'1?'! (ld..e

n-LI1;(J.. i.:1..A"1 "-;.::l/tol.d;;#

.{;..{ ~"J.,J..,,1.,J l~.(') ..

!<£"t ,~ GD~'V..a.(:i;'Ol:;f
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Responsible
Official Steo Action Keywords

16b. Enter Action Date: Date of
notification of bond adjustment
required; DE 2960/2910 Action
Code 477; Action Remarks: Enter
amount and that bond must be
restored to full amount required
by regulations.

16c~ Enter Action Date: Future action
suspense date when restoration of
bond to required amount is due;
DE 2960/2910 Action Code 247;
Action Remarks: Restoration of
bond to full face amount required.

Adjudication 17. If bond is restored to face amount,
prepare a notice acknowledging the
bond restoration.

BOND RESTORATION
NOTICE ISSUED

ABSS Entry
ALMRS Entry

18. AUTOMATED
NOTATION

Enter Action Date: Date"bond
adjustment is received by BLM; DE 2960
Action Code 464/2910 Action Code 478;
Action Remarks: Effective date
(MM/DD/YYYY) .

Adjudication 19~ If proceeds received from collection on
personal bond are less than the total
obligation:

19a. Prepare a decision to the obligor
and all responsible parties
(lessee, operating rights owner,
operator) advising that judicial
action to cancel the lease is
being initiated due to the
nonpayment of the obligation.

REMAINING BALANCE
DUE

19b. Notify the Field Office Fluid
Mineral Operations staff that all
the bond monies have been
collected but are insufficient to
cover the total plugging and
abandonment and reclamation.

ABSS Entry
ALMRS Entry

20. Enter into the ABSS and in Case
Recordation:
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Responsible
Official SteD Action Keywords

20a. Enter Action Date: Date case is AUTOMATED
sent to Solicitor's Office for NOTATION
litigation action; DE 2960 Action
Code 960; DE 2910 Action Code 042;
Action Remarks: SOL; General
Remarks: Pending judicial action
on bond demand/lease cancellation.

20b Enter Action Date: Date
litigation is filed; DE 2960
Action Code 736; DE 2910 Action
Code 148; Action Remarks:
Nonpayment on default.
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Keywords

BOND COLLECTION
BASED ON
MMS REQUEST

E. Collection Based on MMS ReQuest

Upon receipt of a request from the MMS that a payor
(lessee, operating rights owner, operator, or other party
making royalty payments due the United States) is in .
default of royalty obligations, the following actions are
to be taken to protect the interests of the United States.

When it is necessary to make a demand on a bond for a
default of lease obligations, whether the default is a
royalty liability, a failure to properly plug and abandon a
well, damage to surface improvements, or failure to reclaim
the surface area, the BLM is the responsible agency for
demanding payment on a bond.

BLM IS
RESPONSIBLE
AGENCY TO DEMAND
PAYMENT ON BOND
FOR RECLAMATION
AND ROYALTY

BLM RECLAMATION
HAS PRIORITY OVER
ROYALTY LIABILITY
DEFAULT ON BOND
COLLECTION BY
DEPARTMENT POLICY

It is important that in cases where both the BLM and the
MMS have concurrent defaults to collect on the same bond,
the BLM shall have priority of collection of the bond
proceeds when the total amount of the default exceeds the
bond amount, with any remaining monies going to the MMS for
the royalty {including interest, penalties, and assessments
for royalty liabilities) .When a demand on a bond involves
a lease the surface of which is administered by the Forest
Service, a default by a lessee, operating rights owner, or
operator that involves environmental concerns shall be
given priority over a royalty liability {see Appendix 21) .
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F. Procedures for Collection Based on MMS ReQuest

Responsible
Official SteD Action Kevwords

Receiving 1. Receive default report from the MMS;
Official date/time stamp and forward to

Adjudication.

Adjudication 2 DEFAULT REPORT
RECEIVED FROM MMS

Check that the MMS request clearly
describes the nature of the default,
the efforts made by the MMS to have the
default corrected by the principal
and/or surety, and provides the total
amount of monies owed to the MMS
{royalty, interest, penalties, and
assessments) .

3. WRITE-OFF
THRESHOLD

Identify lessee/leases involved using
the ALMRS Proprietor's Report. If the
total amount due on a given lease is
less than $100, send a memorandum to
the MMS to write off collection of that
item (see Illustration 78) .

4. Contact the appropriate offices (State
Offices, Field Office Operations)
by a memorandum requesting a review
and report of any liabilities that
exist for the principal/obligor (see
Illustration 79) .

FIELD OFFICE/
OTHER STATE
OFFICE REPORTS
OF LIABILITIES
REQUESTED

Field Office
Operations

5 If the surface of the lease is
administered by the Forest Service,
the Field Office Fluid Mineral
Operations staff is responsible for
contacting the Forest Service to
request the determination of the amount
of monies owed for reclarnation on the
Forest Service surface.

ABSS Entry
ALMRS Entry

6. Enter into the ABSS and, if an
individual bond, in Case Recordation.

AUTOMATED
NOTATION

6a. Enter Action Date: Date the
royalty default for MMS was
determined; DE 2960 Action Code
483/DE 2910 Action Code 451;
Action remarks: Reason ("RLTY"}
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Responsible
Official SteD Action Keywords

Adjudication 7. Issue a decision to the obligor or to DEMAND
the principal and surety calling for COMPLIANCE
payment within a specific period of DECISION
time (see Illustration 80) .

The decision is to include:8.

Sa. Nature of the default

8b. Corrective action required,
including both the amount of
royalties (including interest,
penalties, and assessments) due
and the estimated reclamation
costs (as necessary) , not to
exceed the face value of the bond;

8c. A statement that judicial
proceedings may be initiated if
the demand is not complied with;

ROYALTY
PAYMENTS DUE

Both the royalty monies and
the reclamation costs are to be
paid to the BLM in some form of
guaranteed remittance.

9. After the decision is signed, send by
certified mail to the surety and
principal/obligor, with a copy to the
MMS-DMD. Route for ABSS Entry.

ABSS Entry
ALMRS Entry

10. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

Enter Action Date: Date of
notification of default
correction request; DE 2960
Action Code 484/DE 2910 Action
Code 452.

Enter Action Date: Future action
suspense date when payment of
d~fault is due; DE 2960/2910
Action Code 247.

Adjudication 11. ACCOUNTING
ADVICE PREPARED
WHEN MONIES
RECEIVED

When payment is received, complete
accounting advice for reclamation and
royalty monies received {see
Illustrations 81 and 82) .



133

FLUID MINERALS BOND PROCESSING USER GUIDE

Responsible
Official SteD Action Kevwords

~: The BLM must provide same-day PAYMENT
confirmation Ieceipt to the MMS CONFIRMATION
by fax or overnight mail when REPORT TO MMS
the payment is received by the ON DATE MONIES
BLM. The MMS royalty portion RECEIVED
of the monies must be
transferred to the BLM Business
Center by the Online Payment
Accounting Collection (OPAC),
Form 1372-5, so that the MMS
Royalty Management Program (RMP)
can access the data within 5
working days of Ieceipt of the
payment. The confirmation must
be sufficiently detailed so the
RMP can identify the payment
(see Illustration 83) .Receipt
in BLM of the monies owed stops
the accrual. of interest for the
amount paid. Receipt of full
payment to the BLM stops the
accrual of penalties.

Accounts 12. OPAC
TRANSFER

Adjudication 13.

Transfer the funds to the MMS by the
OPAC Form 1372-5, and notify the MMS of
rec ~ i the ~mept (see Illustra-
tio : 84) .'$~.

When payment '1 made by a surety to
the BLM, the face amount of the bond is
reduced by the amount paid, causing the
bond amount either to be totally used
or drop below the minimum amount
required by the.regulations.

RESTORE BOND
TO REQUIRED
FULL AMOUNT

14. DEFAULT REMEDIEDWh~n the payment is made, issue a
decision acknowledging receipt of the
payment and requiring the principal/
obligor to restore the face amount of
the bond back to the minimum amount
required by the regulations or such
increased amount as specified by the
Field Office Fluid Mineral Operations
in accordance with 43 CFR 3104.5.
Alternatively, request the principal/
obligor to furnish new bond coverage
(see Illustration 74) .Failure to do
so may result in initiation by the BLM
of lease cancellation proceedings.
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Responsible
Official SteD Action Keywords

15. If the payment is made by a surety from NOTIFYOTHER
a statewide or nationwide bond that may OFFICES OF
be applicable to obligations on leases PAYMENT MADE
under the jurisdiction of another State
Office, the appropriate State Office(s)
must promptly be notified by copy of
the decision that payment under the
bond has been made by the surety. Such
a message should also be sent on the
ABSS Bulletin Board.

16. If it is determined that the bond
coverage is no longer required, the
period of liability may be terminated.
Otherwise, the full bond amount must be
restored (or the bond increased in face
amount) .

ABSS Entry
ALMRS Entry

17 AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.

Enter Action Date: Date of
notification of bond adjustment
required; DE 2960/2910 Action
Code 477; Action Remarks: Enter
amount and whether bond is
increased.

If the payment is made by the
principal/obligor -
Enter Action Date: Date the
default is corrected; DE 2960
Action Code 485/DE 2910 Action
Code 453; Action Remarks: Amount
of requiIed payment received, and
if only partial payment made.

17c If the payment is made by the
surety, also enter -
Enter Action Date: Date the
default is paid by the surety; DE
2960/2910 Action Code 486; Action
Remarks (Case Recordation) :
Payment amount.
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Keywords
XIX. Statute of Limitations

A. Backqround

Statutes of limitations are enacted by Congress and the
State legislatures primarily to prevent futile civil or
criminal actions by Federal and State governments. The
statutes of limitations provide a reasonable time limit
after which the Government will no longer take action.

STATUTE OF

LIMITATIONS
INFORMATION
AND BACKGROUND

STATUTE OF
LIMITATIONS
FOR ROYALTY
MANAGEMENT
MATTERS IS NOW
7 YEARS

The statutes of limitations applicable to the BLM and the
MMS debt collection do not baI eitheI agency fIom puIsuing
a debt by administIative means. The Ielevant statute of
limitations foI FedeIal oil and' gas royalty management debt
collection actions is now 7 yeaIs, effective August 13,
1996, and is codified at Section 115 of the FedeIal Oil and
Gas Royalty Management Act of 1982 (30 U.S.C. 1701 gt ~,
as amended by the FedeIal oil and Gas Royalty
Simplification and FaiIness Act of 1996 (Pub.L. 104-185) .

Section 115(b) (1) of the law now provides that for royalty
management actions, rather than the standard 6-year statute
of limitations provision, "A judicial proceeding or demand
which arises from, or related to an obligation, shall be
commenced within seven years from the date on which the
obligation becomes due and if not so commenced shall be
barred." The Federal oil and Gas Royalty Simplification
and Fairness Act further states in Section 115(b) (3) that
"The limitations set forth in sections 2401, 2415, 2416,
and 2462 of title 28, United States Code, and section 42 of
the MLA (30 U.S.C. 226-2) shall not apply to any obligation
to which this Act applies." Section 115(d) (3) further
states that the running of the limitation period under
subsection (b) of the act shall not be suspended, tolled,
extended, or enlarged for any obligation for any reason by
any action, other than the intentional misrepresentation or
concealment of a material fact for the purpose of evading
the payment of an obligation, in which case the limitation
period shall be tolled for the period of such
misrepresentation or such concealment.

STATUE OF

LIMITATIONS
FOR LEASE

OPERATIONS
IS 6 YEARS

However, the statute of limitations applicable for BLM
Federal oil and gas lease operational aspects continues to
be 6 years and is codified at 28 U.S.C. 2415 (1982) .That
section provides, in part:

..
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Keywords
"Subject to the provisions of section 2416 of this
title, and except as otherwise provided by Congress,
every action for money damages brought by the United
States or an officer or agency thereof which is
founded upon any contract express or implied in
lawor fact, shall be barred unless the complaint
is filed within six years after the right of action
accrues or within one year after final decisions
have been rendere'd in applicable administrative
proceedings required by contract or by law,
whichever is later: Provided, that, in the event
of later partial payment or written acknowledgment
of debt, the right of action shall be deemed to
accrue again at the time of each such payment or
acknowledgment. , , ,"

The law states that no action can be maintained in a Court
of the United States; it says nothing about barring debt
collection activities by the agency not involving the
courts. There are two important reasons for not barring
further action by an agency to collect debts:

First, as a legal matter, if a debtor acknowledges a debt
in writing or makes a partial payment on the debt, the
statute of limitations begins to run again. For example,
if the ELM, after 6~ years, decides to collect a debt owed
by Corporation A, it may simply send Corporation A a bill.
If Corporation A acknowledges the debt by payment, partial
payment, or by letter agreeing with the bill, then the ELM
once again has 6 years to bring an action in court for the
payment of that debt; that is, the statute of limitations
in 28 U.S.C. 2415(a) (1982) begins to run again.

ACKNOWLEDGEMENT
OF DEBT AFTER
END OF 6-YEAR
STATUTE OF
LIMITATIONS
STARTS 6-YEAR
CLOCK AGAIN

Second, the nature of the company's holdings is a factor.
For example, assume that Corporation A is a large,
multi-national oil company holding interest in several
Federal leases. In all likelihood, that company will pay
the bill without question because, (1) the company wants
to maintain its reputation as a "good citizen," and
(2) the people in that corporation know they have to do
substantial business in the future with the ELM. The
corporation does not wish to jeopardize its future working
relationship with the ELM.

For a contrasting example, assume that a corporation had
only one Federal lease in its extended term with marginal
production which ceased production 7 years ago. The
corporation is now defunct. Pursuing the plugging and
restoration debt is impractical because collection is
unlikely.
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17d. Enter Action Date: Future action
suspense date when restoration of
bond to required or increased
amount is due; DE 2960/2910
Action Code 247; Action Remarks:
Restoration of bond required to
full face amount or an increased
amount.

Adjudication 18 BOND RESTORATION

19!.

If the bond is brought back up to the
face amount required, prepare a notice
acknowledging the restoration.

If a new replacement bond is filed,
follow the replacement bond
procedures (see Section XIV, above) .

ABSS Entry
ALMRS Entry

20 Enter into the ABSS and, if an
individual bond, in Case Recordation

AUTOMATED
NOTATION

20a. Enter Action Date: Date bond
adjustment is received; DE 2960
Action Code 464/DE 2910 Action
Code 478; Action Remarks:
Effective date (MM/DD/YYYY) .

Adjudication 21. DEFAULT NOT
CORRECTED

If the default is not corrected to the
satisfaction of the MMS, prepare a
decision to the surety and principal/
obligor stating that judicial action is
being initiated by the ELM to cancel
the lease due to the nonpayment of the
demand on the bond (see Illustration
70) .

22. Prepare a memorandum to the appropriate
Solicitor and forward the case for
judicial action, providing all the
background information (see Illustra-
tion 71) .

REFER DEFAULT
CASE TO
SOLICITOR

ABSS Entry
ALMRS Entry

23. AUTOMATED
NOTATION

Enter into the ABSS and, if an
individual bond, in Case Recordation.
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23a. Enter Action Date: Date
litigation is filed; DE/2960
Action Code 736/DE 2910 Action
Code 148; Action Remarks: Civil
action number and note that this
is a BLM action on the surety/
principal/obligor for nonpayment
on default; and

23b Enter Action Date: Date case is
sent to the Solicitor's Office
for litigation action; DE 2960
Action Code 960/DE 2910 Action
Code 042; Action Remarks:
Solicitor's Office; General
Remarks: Pending judicial action
on bond demand.

Adjudication 24. DECERTIFICATION
OF SURETY
REQUEST TO
DEPARTMENT OF
THE TREASURY

If the surety failed or refused to make
the default payment under the bond,
prepare a letter to the Department of
the Treasury, Surety Bond Branch,
401 14th Street, S.W., Washington, D.C.
20027, advising it that the surety has
failed to render payment under the
bond, and request the Treasury
Department to take action to decertify
the surety (see Illustration 69) .
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An important qualilfication to the information discussed
above is contained in 28 U.S.C. 2416(c) (1982) which
provides, in part:

II [F]or the purpose of computing the limitations

periods established in section 2415, there shall be
excluded all periods during which. ..facts material
to the right of action are not known and reasonably
could not be known by an official of the United States
charged with the responsibility to act in the. t IIclrcums ances;

MATERIAL
FACTS NOT
REVEALED
BY ENTITY

DEBT PURSUIT
IN COURT
BARRED WHEN
AGENCY FAILS
TO ACT ON
KNOWN FACTS

If, for example, Corporation E sends information to the BLM
that reveals a debt, and the BLM fails, through lack of
budget, low priority, or other reasons, to pursue the debt
in court for 8 years, the United States is barred from
collecting the debt by an action in court (but not by
other means discussed above) .If, however, Corporation B
conceals the facts which would put the ELM on notice of
the debt or infraction, the statute of limitations does not
begin to run until the BLM discovers the facts, even if
this is many years later.

The difficulty with this statutory section is in deciding
whether the BLM "knew or should have known" of the debt.
If the debtor has submitted the correct reports, but the
BLM has misfiled them without taking action, clearly the
statute of limitations will continue to run because the BLM
"knew or should have known" of the debt or infraction.

FRAUD

EXCEPTION

PROVISIONS

The exception for ifraud means that, if the person gave
false information or concealed the true information about
a case, the statute of limitations does not begin to run
until the correct information becomes known.
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B. RelationshiD to Collections Under Bond

If a bond is still active, payment can be demanded under
it for deficiencies more than 6 years old. Also, payment
can be demanded after the period of liability of a bond
has been terminated due to the fact that terminating the
period of liability of the bond only means that no new
cause of action may accrue.

STATUTE OF
LIMITATIONS
RELATED TO
BOND
COLLECTION

A bond is a contract which must be construed in accordance
with the terms of the contract and the intent of the
parties. Where a bond is given to ensure a statutory
obligation, it is known as a statutory bond. The terms of
the statute and implementing regulations are considered to
be incorporated into and are considered a part of the
contract because the obvious purpose of the bond is to
ensure the faithful performance of all obligations and
conditions by the party obtaining the bond.

When the BLM determines, to the extent that it is able,
that the terms and conditions of the lease(s) have been
met, it terminates the period of liability of the bond;
i.e., it sets a specific time after which no new liability
mayaccrue. This termination of the period of liability by
the BLM does not mean that the surety may deny liability
for a cause of action accruing before termination of the
period of liability. For example, Company A plugged and
abandoned a gas well in 1985 and the Field Office Fluid
Mineral Operations determined at that time that the terms
of the lease had been met. The period of liability of the
bond was released in 1986 and the lease expired in 1987.
However, adverse effects of improper plugging and
abandonment of the gas well did not become manifest until
1993. Company A is liable because the improper plugging
activities occurred during the term of the bond under its
former lease. Company A's surety also will be liable
because its liability is co-extensive with that of the
principal, i.e., the surety is not relieved of liability
for improper activities that occurred during the period
the bond was in effect, but whose adverse effects do not
manifest themselves until after the period of liability of
the bond was terminated. Moreover, the applicable statute
of limitations would not begin to run until 1993 when the
BLM was actually aware or should have been aware of the
adverse effects of the improper plugging activity.

JOINT BLM-MMS
TASK FORCE
REPORT OF
APRIL 1988

Portions of the above information are taken from the joint
BLM-MMS report entitled Collection under Bonds of
Rovaltv-Related Obliqations for Onshore Fluid Mineral
Leases, prepared by the Fluid Bonding Task Group,
April1988. Refer to this BLM-MMS report for additional,
more detailed information on this subject.
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xx BankruDtcv

BANKRUPTCY
PROVISIONS

A. Backqround

By law, the MMS cannot bill a bankrupt payor for
prepetition debts. The BLM can, however, take action
against a bankrupt debtor's bond since the bond is not
considered part of the bankruptcy estate (refer to
Solicitor's Opinion, No. BLM R.M. 0641, March S, 1986) .
Both the BLM and MMS must be aware of procedural
limitations and requirements from a legal standpoint in
order to comply with the Bankruptcy Code and still ensure
collection of maximum available amounts under the bond.

This section provides only general guidance regarding the
areas of bankruptcy proceedings that concern the BLM and
MMS operations. Various bankruptcy courts interpret the
Bankruptcy Code sections differently. Therefore, the same
result cannot be expected in each proceeding. Accordingly,
coordination among the BLM, MMS, and the appropriate
Department of the Interior Solicitor's Office is necessary
to protect the U.S. Government in bankruptcy proceedings.

CHAPTER 7

BANKRUPTCY

Pursuant to the 1978 United States Bankruptcy Code
(11 U.S.C. 101 ~ ~) , a debtor, typically an individual
or a company experiencing financial difficulties, may seek
an organized liquidation of its debts and business or a
restructuring of the debt through a reorganization. A
Chapter 7 bankruptcy proceeding is a liquidation process
in which the assets of the debtor are sold and the
creditors are paid a pro rata share from the proceeds.
Generally, the percentage of the debt returned to the
creditor in a Chapter 7 proceeding ranges from zero to
4 percent. The bankruptcy court appoints a trustee in a
Chapter 7 proceeding who is responsible for conducting the
business of the debtor's estate during the liquidation
procedure.
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The Chapter 11 bankruptcy proceeding generally provides
for the orderly restructuring of the debts of the business
to allow the debtor to continue to operate with the assets
necessary to conduct bjusiness after its discharge from the
bankruptcy proceedings. The plan of reorganization, which
establishes the method of restructuring the debt, allows
for some return to the creditors while at the same time
enabling the debtor to continue to operate. .In a Chapter
11 proceeding, the court may appoint a trustee to supervise
the business affairs of the entity, or the debtor may be
allowed by the court to operate its financial affairs arid
business as a debtor-in-pos~ession.

CHAPTER 11
BANKRUPTCY

Included by the debtor in the filing of the bankruptcy
petition is a list of scheduled cIeditors to whom
prepetition amounts are owed. This list is a paIt of the
bankruptcy schedules. Generally, an agency's (e.g., the
MMS's or BLM's) scheduled amount Ox its claim is an
unsecured debt. Although the agency may be listed with a
scheduled amount, the agency needs to verify the amount and
file a pIoof of claim fOx the pIepetition amount thIOUgh
its designated IepIesentative (thIoUgh the appIOpIiate
Solicitor's Office) befoIe the "bar date" established by
court order. The "bar date" is the last date set by the
court to receive and to allow pIoofs of claim filed by
cIeditors. The pIoof of claim can be amended with less
difficulty than a scheduled amount can be changed.

ACTION UPON
NOTIFICATION
OF BANKRUPTCY
OF AN ENTITY

Upon ~eceipt of notification of the filing of a bank~uptcy
petition by a debtor, the BLM and MMS need to notify the
designated bank~uptcy coo~dinato~ of the othe~ agency so
that the leases held by the lessee a~e reviewed fo~
defaults and that the financial account status of a payo~
is ~eviewed fo~ p~epetition and post-petition amounts that
may be owed; If an agency discove~s a bank~uptcy
p~oceeding fo~ which it is not ~eceiving notification by
the bank~uptcy cou~t, but in which it believes it has an
inte~est, it is to contact the appropriate Solicito~'s
Office to ~equest prepa~ation of an agency notice of
appea~ance in the bank~uptcy p~oceeding.
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BANKRUPTCY
LISTING
PREPARED
BY MMS

Currently, the MMS produces a quarterly listing that shows
entities involved with the Federal mineral leasing program
that have filed bankruptcy petitions. This updated listing
is circulated throughout the MMS and to all ELM State
Offices. Upon discovery of defaults on the leases,
possible refund amounts, or prepetition receivables, the
appropriate Solicitor's Office is to be notified by
memorandum with the necessary documentation attached. The
Solicitor' Office coordinates with the BLM State Offices
and the MMS concerning presentment of proofs of claim and
other bankIuptcy problems. It is important that no action
against the bond of the bankrupt entity be taken by the BLM
without concurrence of the Solicitor handling the
proceeding. Although the bond, which is provided by the
entity to the U.S. as assurance that the lease obligations
will be fulfilled, is not part of the estate of the
bankrupt entity and remains available to the BLM for
restoration of the bankrupt party's leases for purposes of
protection of health, safety, and the environment, the BLM
office needs to advise the Solicitor's Office prior to
making a demand on such a bond held by a bankrupt entity.
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DISCRIMINATION
OF FIRM DUE TO
BANKRUPTCY
PROHIBITED

B. A enc Procedure Re. Discrimination A ainst
Debtor

Any Federal agency policy that treats debtors in a
substantially different manner because of the bankruptcy
proceeding violates the Bankruptcy Code prohibition
concerning discrimination against a debtor, 11 U.S.C. 525,
which states:

". ..[A] governmental unit may not deny, revoke,
suspend, or refuse to renew a license, permit,
charter, franchise, or other similar grant to,
condition such a grant to, discriminate with respect
to such a grant against. ..a person that is or
has been a debtor under this title. ..or another
person with whom such bankrupt or debtor has been
associated, solely because such bankrupt or debtor
is or has been a debtor under this title. ..has
been insolvent before the commencement of the case
...or has not paid a debt that is
dischargeable. ...II

Accordingly, agency lease cancellation solely by virtue of
the bankruptcy is prohibited. However, a lease may
terminate by its terms during the course of the bankruptcy
proceeding, e.g., a nonproducing lease may terminate
automatically for failure to pay annual rental. Pending
lease offers and applications for approval of assignments
are to be reviewed and processed in the normal method,
unless notification is received from the bankrupt party or
the court to withhold the approval of assignments
transferring the bankrupt interests. If other reasons
exist for rejection of the pending actions and the agency
cannot grant approval, before acting, the agency is to
consult with the appropriate Solicitor.
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AUTOMATIC STAY

c. Automatic Stavs

Upon the filing of a petition under either Chapter 7 or
Chapter 11, the automatic stay provisions of 11 U.S.C.
362{a) become effective. The stay prevents "the
commencement or continuation. ..of a judicial,
administrative, or other action or proceeding against the
debtor that was or could have been commenced before the
the commencement of the [bankruptcy] case;" the enforcement
of a judgment obtained against the debtor before the
commencement of the bankruptcy case; the taking of any
other action "to collect, assess, or recover a claim
against the debtor that arose before the commencement of
the [bankruptcy] case," and the "setoff of any debt owed to
the debtor that arose before the commencement of the
[bankruptcy] case against any claim against the debtor."

The automatic stay is applicable against all entities,
including agencies of the u.s. Government. This provision
was implemented to ensure that the bankruptcy is an orderly
process and to safeguard the assets of the bankrupt estate.

Exceptions to the automatic stay have been interpreted
narrowly by the courts. Generally, any exercise of a
regulatory power to protect a purely pecuniary interest of
the United States would be considered a violation of the
stay. Exercise of power to protect the public health,
safety, and welfare would come within the exceptions.

1. Operator in Bankruptcy

LEASE OPERATOR
IN BANKRUPTCY

If a default occurs, the ELM can proceed regardless of
whether the default occurred before or after the bankruptcy
action was filed. The automatic stay provision does not
apply where a governmental unit is suing (or otherwise
proceeding against) a debtor to prevent or stop a violation
of fraud, environmental protection, consumer protection,
safety, or similar police or regulatory enfoIcement laws,
or attempting to fix damages for violations of such a law.
Therefore, as long as the ELM's action is not simply
seeking to protect the pecuniary interest of the U.S., the
ELM may enforce the regulations and issue notices of
incidents of noncompliance pursuant to the normal
time frames for infractions that occurred prior to the
bankruptcy filing. Penalties and assessments or fines and
damage calculations may be made. However, actual
collection of money may not be allowed because enforcement
of a money judgment would give the u.s. a preferential
treatment to the detIiment of other creditors.
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AUTOMATIC STAY
NOT APPLICABLE
TO SOME DEFAULTS
AFTER FILING OF
BANKRUPTCY

The automatic stay provisions do not apply to defaults that
arise after the filing of the bankruptcy action. The BLM
is to continue to enforce the regulations against the
operator, i.e., remedial action may be sought. Normal
time frames may be employed for correction of both
prepetition and postpetition violations of operational
requirements. Additionally, assessments and penalties
or fines and damage calculations may be made. Actual
collection of money might not be allowed by the bankruptcy
court, however.

If you have knowledge that a lease operator is in
bankruptcy and may result in lease operational problems,
notify the lessee by a copy of any notification that is
sent to the operator to allow the lessee to respond, since
the lessee is also responsible for compliance with all
lease terms and conditions.

The operator's bond is a source of payment for defaults
since the bankruptcy filing has no effect on the bond
proffered to the BLM for lease operations. It is important
that the BLM follow the required regulatory procedures and
give prompt notification of all operational infractions
using the notice of incidence of noncompliance and written
orders, particularly if lease shutdown or cancellation has
to be sought.

LESSEE IN
BANKRUPTCY

2. Lessee is the Debtor

Remedies available if the lessee is conducting oil and gas
operations are the same as when an operator is in charge.
The automatic stay provisions will generally not prevent
enforcement actions. Lease cancellation may not always be
allowed, however. Additional considerations exist since
the lease is an executory contract that may be either
accepted or rejected by the bankrupt lessee. The 1984
amendments to the bankruptcy laws require the assumption or
rejection of a lease within 60 days after the date of the
bankruptcy filing for both a Chapter 7 and Chapter 11
bankruptcy, otherwise the lease is deemed to be rejected by
the bankrupt party. The BLM must establish whether the
lease is in default and what actions are necessary to cure
such default. This would primarily include incidents of
noncompliance. Failure to pay rent timely is not
considered a default because the lease automatically
terminates by its own terms. Such termination is not
precluded by the automatic stay. Likewise, since failure
to pay rent terminates the lease, the ability to continue
or reject the lease is no longer an option for the debtor.

LEASE TERMINATION
FOR FAILURE TO
PAY ANNUAL RENTAL
NOT PRECLUDED BY
AUTOMATIC STAY
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BANKRUPTCY
REJECTION CAUSES
LEASE TO BE
RELINQUISHED

If the lessee decides to reject the lease rather than
accept it, in essence, a lease relinquishment occurs. The
ELM can file a claim for damages that would relate back to
the date of the bankruptcy filing. Such a claim must
involve safety, health, and environmental conditions
related to the lease operations (see Appendix 22 for a
Solicitor's Memorandum ELM.ER.Q645, dated May 19, 1987).

The imposition of an assessment to compel compliance with
the regulations implementing the Mineral Leasing Act is an
exercise of the Department's regulatory power which is not
stayed by the filing of a bankruptcy petition by an oil and
gas lessee or operator (see Chase Enerqv. Inc., 115 IBLA 76
(1990)) .It is proper for the BLM to issue a written order
directing clean Up of oil-contaminated soil from a well
site.
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Bankruotcv

1. The bankruptcy coordinator for the MMS,
Office of the Associate Director for RMP, compiles a list
of all known bankruptcy filings, including the name of the
debtor, type of proceeding, and date of bankruptcy filing.
This list normally is compiled on a quarterly basis with
any updates transmitted during the interim period. Each
BLM State Office receives a copy of this bankruptcy list
directly from the MMS.

PREPETITION
DEBT
COLLECTION
PROCEDURES

2. Based on the bankruptcy list received from
MMS, the SO fluid leasing adjudication is to take the

following steps:

a. Order an ALMRS Proprietor's Report to
determine those leases held by each entity listed on the
bankruptcy list;

b. Check the leases indicated for each
entity on the ALMRS Proprietor's Report against the
biweekly MMS Delinquent Lease Account listing;

c. Request reclamation reports from the
Field Office Fluid Mineral Operations staff for those
leases listed on the ALMRS Proprietor's Report. The Field
Office is to immediately advise the SO Adjudication of any
claims against the bankrupt party, including an itemization
of any outstanding assessments and penalties.

d. Report all defaults identified on leases
held or operated by any of the bankrupt entities to the
appropriate Solicitor's Office.

BANKRUPT FIRMS
NOT INCLUDED
ON MMS LISTING

3. When any notices or other written
documentation of bankruptcy filings that are not included
on the MMS bankruptcy listing are received by any BLM
office, the SO Bankruptcy Coordinator is to immediately
notify the MMS Bankruptcy Coordinator (MS 660, Denver) and
the appropriate Solicitor. Copies of all other pertinent
information, including whether the BLM has identified a
default, also is to be transmitted to the appropriate
Solicitor's Office.

4. Based on any notification of bankruptcy
filings from the BLM, the MMS will:

a. Identify whether the debtor is a payor
to the MMS. If so, the MMS will determine if the debtor
has outstanding royalty-related obligations and will
determine the amounts owed.
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b. Report all prepetition receivables to
the Office of the Solicitor, Rocky Mountain Region.

SOLICITOR'S
CONCURRENCE
TO MAKE DEMAND
AGAINST BOND OF
BANKRUPT ENTITY

5. The BLM and MMS must notify one another to
consolidate debts for demand against the bond of a bankrupt
entity. The appropriate Solicitor is informed by both the
MMS and BLM of the planned action against the bond, but no
action against the bond is to be taken without concurrence
from the Solicitor.

6. The ELM SO Fluid Leasing Adjudication is to
take the lead to demand payment undeI the bond.
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BankruDtcv

Debt collection procedures for postDetition claims and
amounts are the same as the procedures to be used for
nonbankrupt entities. The only exception is that, if debts
are not paid in full by the payor, lessee/operator, or
corporate surety, the case is referred to the appropriate
Solicitor for action.

POST-PETITION
DEBT
COLLECTION
PROCEDURES

~: JOINT BLM-MMS
TASK FORCE REPORT
OF APRIL 1988

The above information is taken from the joint
BLM-MMS report entitled Collection Under Bonds of
~!i1valt¥-~elated Obliqations for Onshore Fluid
Mineral Leases, prepared by the Fluid Bonding Task
Group, April 1988. Refer to that report for
additional, more detailed information on this
subject.
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BOND FOR
MINERAL ENTRY
STOCKRAISING
HOMESTEAD ACT
OF 1916

A. Mineral Claimants Bonds

For patents issued subject to the provisions of the
Stockraising Homestead Act of December 29, 1916, mineral
entrymen may elect to file a bond with the BLM in order to
mine and remove the deposits underlying private surface.
This situation arises when the mineral entryman has been
unable to secure consent from the patentee, and has been
unable to enter into an agreement with the patentee for
payment of damages (see 43 CFR 3814.1) .This bond is
useful to holders of mining clai'ms, but occasionally,
inquiries are made as to its necessity for oil and gas
lease operations.

This type of bond is not required for oil and gas
operations. This separate type of bond is no longer
required since it was removed by rulemaking published
October 15, 1976 (41 FR 45566) .Any such bonds found in
existing case files are to be terminated. Adequate
protection of surface owners is to be provided by lease
bonds required in accordance with 43 CFR 3104. If it
appears that the minimum coverage required for operations
on a Federal oil and gas lease under a lease bond is not
adequate to protect the surface owner, the bond amount is
to be increased. Although oil and gas lessees/operators
still have the option either to obtain consent from surface
owners or enter into an agreement to provide for surface
owner compensation, it is expected that most will simply
rely on the lease bond submitted in accordance with 43 CFR
3104 to comply with the Stockraising Homestead Act.
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BOND FOR
PROTECTION OF
OTHER SURFACE
OWNERS -

AGRICULTURAL
ENTRY LANDS

B. Aqricultural Entrv Land Bond§

Prior to November 16, 1976, lessees/operators who held
Federal oil and gas leases on lands, the surface of which
was patented subject to the provisions of the Act of
July 27, 1914, and other Acts requiring a bond to protect
the surface owners, other than the Stockraising Homestead
Act of December 29, 1916, were required to file a $1,000
lease bond as a condition of entering the land to examine
it for possible development.

This type of bond is no longer required. Occasionally,
because of the terms of leases previously issued, inquiries
are made about the requirement for such a bond. Such
inquiries are to be answered that this type of bond is no
longer required. Any such bonds found in existing case
files are to be terminated effective November 16, 1976,
without any further processing, unless the case file
reflects that there may be outstanding liability existing
on the bond and other adequate bond coverage does not
exist.
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c. Known Geoloqical Structure (KGS) or ComDetitive

Lease Bonds

The requirement for bonds where any of the land within a
lease was classified as being within a known geological
structure was eliminated f~om the regulations effective
November 16, 1976.

KNOWN
GEOLOGICAL
STRUCTURE OR
COMPETITIVE
LEASE BOND

Efforts to file such bonds, which were at the rate of
$2 per acre for the lands in a lease with a minimum $1,000
amount, are to be refused. Such bonds still on file are to
be terminated effective November 16, 1976.



154

FLUID MINERALS BOND PROCESSING USER GUIDE

Kevwords
Termination of Obsolete Surface Owner and
KGS Bonds Increased by Riders

D.

Both bonds to protect surface owners, described in Section
XXI.B, above, and for leases within a KGS, described in
Section XXI.C, above, were filed on forms for a Bond of
Oil and Gas Lessee. Such bonds were often increased by a
rider to $10,000 (or $5,000) and, thereby, became a regular
lease bond as described in Section II, above. Therefore,
if such bonds have been increased to the amount of a lease
bond, termination of the bond is to be processed as set out
in section XVII, above, rather than terminated as indicated
in Sections XXI.B and XXI.C, above.

TERMINATION OF
OBSOLETE BONDS



Glossary, Page 1

H-3100-1- OIL AND GAS LEASING

-A-

abandonment an act disclaiming further interest in rights to an oil
and gas lease. This must be provable under strict rules of evidence

and cannot be presumed since a question of individual intent is

involved. Abandonment also is plugging a well, removal of instal-

lations, and termination of operations for production from the well.

Conclusively abandoned unpatented oil placer mining claims are
subject to conversion into a noncompetitive oil and gas lease

pursuant to the Federal Oil and Gas Royalty Management Act of 1982

(30 U.S.C. 188(f».

accountable acreage: the total or proportional interest in a Federal oil

and gas lease determines the party's total or proportional part of

the total lease acreage. See 43 CFR 3101.2 for the acreage limita-

tions and the procedures for instances of excessive accountable

acres. Same as "chargeable acreage.

Accounting Advice: Form 1370-41 for control and disposition of money and
for input into automated data processing (ADP) systems and the Bonus

and Rental Accounting Support System (BRASS). An Accounting Advice

is completed when action on a case is complete, or when case status

changes occur affecL:ng account, that is, a lease is issued,

rejected, or rejected in part and no appeal is taken, or when the

appeal has been finalized, or when an assignment is approved, or when
a lease account is transferred to the Auditing and Financial System

(AFS).

!££!etio~: the addition of land to a fixed land base caused by the

gradual change in water course or shoreline over a long period of
time. Accretion usually involves a change in property rights. See

reliction and avulsion.

acquired lands: lands which the United States obtained by deed through

purchases, gift, or condemnation proceedings, including lands
previously disposed of under the public land laws including the

mining laws.

actual production: a Federal oil and gas lease is considered to be in

an "actual production" status whenever it contains one or more wells

drilled on a lease or agreement (communitization or unitization)

basis which are producing oil and/or gas in paying quantities. A
lease is also considered to be in "actual production" status whenever

it contains one or more wells drilled on a lease or agreement basis

which are capable of producing oil and/or gas in paying quantities

even though production is not then occurring.

affirmed: the Interior Board of Land Appeals (IBLA) agrees totally or

partially with a decision rendered by Bureau of Land Management (BLM)
and/or an appeals court agrees with a lower court decision.

BLM MANUAL ReI. 3-122
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~e!!E.: a person authorized to act for another person; one entrusted
. h ,W1t another s business.

~iquot pa~: a subdivision of a section arrived at by dividing a section

into halves and quarters {e.g., 1!2 section, 1/4 section, 1!41!4

section) down to 40 acres, unless the acreage is a lot which may be

more or less than 40 acres.

~located production: a Federal lease is considered to be in "allocated

production" status when the circumstances for an "actual production"
status are not satisfiedt but the lease receives an allocation of

production (royalty revenues) from a well(s) on other tracts pursuant
to an approved agreement to which the lease is committed.

~nniversary dat~: the same date each succeeding year as the effective
date of a lease.

appeal: an act of initiating a review of a decision on public land rights

to a higher authority, e.g., State Office decision to the IBLA.

applicant: a party submitting an application under the simultaneous

leasing program is properly referred to as an applicant until such
time as the successful drawee timely submits the executed lease offer

form as completed by the appropriate State Office. With the timely

submission of the executed lease offer and advance rental if for

simultaneous filings made prior to August 1984, the applicant becomes
the lease offeror.

application: a written request, petition, or offer to lease lands for the

purpose of oil and gas exploration and/or the right of extraction.

For the simultaneous leasing program, application refers to the

filing made by an applicant for a simultaneous parcel on the computer

application form.

assignee or transferee: one to whom an assignment is made.

assignment: the written transfer of all or a portion of the record title

interest or other interests from the owner of transferable interests
in a lease to another person(s).

partial assignment -all of the assignor's record title
interest to a portion of the land in a lease. A new

lease case file is created with a new serial number.

a.

partial undivided interest assignment -a portion of the

assignor's record title interest in a portion of the
lands in a lease. A new lease case file is not

created.

b.

ReI. 3-122
9/6/85

BLM MANUAL



Glossary. Page 3

H-3100-1 -OIL AND GAS LEASING

undivided interest assignment -a portion of the assignor's

record title interest in all of the lands in a lease.

A new lease case file is not created.

c.

assignor. transferor. or grantor:

another party.

one who transfers an interest to

Authori.zed.Officer: any employee of the BLM who has been delegated the

avulsion: the sudden and perceptible change of a shoreline, due to the

action of water or a sudden change in the bed or course of a stream.
It is the general rule that avulsion affects no change in property

lines. See accretion and reliction.

attorney-in-fact: an individual authorized by another to act in one's

place or stead, by a power of attorney.

-B-

base lands: in an in-lieu selection or exchange, the lands in which the

applicant relinquishes rights as a basis of selection.

base lease: the lease from which a portion is segregated, either by

partial assignment or unit segregation. A segregated lease may
become a "base lease" upon further segregation.

bona fide purchaser: one whose interest in a Federal lease is protected

from an adverse action contrary to one's interests by a timely

good-faith purchase. A bona fide purchaser must have acquired the

interest in good faith, for valuable consideration, and without

notice of violation of Departmental regulations. This provision

applies only before notice of cancellation has been received by the

lessor and has become part of the BLM records. Assignees are deemed

to have constructive knowledge of all of BLM records pertaining to

the lease at the time of assignment. Proof of a bona fide purchase

of the interest is required.

~: an agreement in writing in which a surety, or an obligor for

personal bond guarantees performance by the principal in the event of

default in performance by the principal. See also nationwide,

statewide, lessee, personal, exploration, operator, designated
operator, and unit operator bonds.

bond rider: any document which amends and becomes a part of the bond.

~: a lump sum monetary consideration paid to the United States for

the execution of a Federal lease by a successful bidder prior to

issuance of a competitive oil and gas lease.

ReI.3-122
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-c-

E.2E.Sellation.: the revocation or nullification of a right to lease due to
the lessee's noncompliance with the lease terms and conditions, laws,
or regulations. Also, the revoking of a right to lease due to

administrative error of the lessor.

~al use.: activities that involve practices which do not ordinarily
cause any appreciable disturbance or damage to the public lands,
resources, or improvements. Casual use does not require a use
authorization from the BLM.

categorical exclusion review: screening process to determine whether

further environmental analysis is necessary or if the action is
in a category which meets any of the nine exemptions of the National

Environmental Policy Act of 1969 (NEPA), as set forth in 516 DM

2.3A(3). Mitigating measures can be considered as part of the

screening process. Each categorical exclusion review must be
documented by the decisionmaker and must specifically justify any

stipulations developed as part of the review. Where other
environmental documentation exists, such as an environmental

assessment or environmental impact statement, area-wide or umbrella,

a categorical exclusion review is ~ the process to be utilized.

cessation of production: the termination of production of oil and/or gas

from a well. Where an oil and gas lease had permanently ceased to

produce and no reworking or drilling operations have timely commenced,
the lease terminates on the date of permanent cessation of production.

There is a fine distinction between temporary and permanent cessation

of production. In making this distinction, the pivotal question is

whether under "normal" conditions, the well or leasehold was

producing enough oil and/or gas to pay a profit over and above the
cost of operating the well or leasehold.

chargeable acreage: see accountable acreage.

clearlist: an official clearance determination that lands are not within

a kno"wn geological structure (KGS) or favorable pe~roleum geological

province (FPGP), and thus can be leased noncompetitively.

committed in part: that portion of lands in a lease committed to a unit

agreement that lie within the unit area boundary. See also lease.

communitization agreement: an agreement which allows the bringing

together of leases sufficient for the granting of well permit(s)
under applicable State spacing requirements. Communitization

involves one or more specific geologic formations.

Rel.3-122
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compensatory royalty: a royalty paid in lieu of drilling a well which
would otherwise be required under the terms and conditions of a lease
to protect the lease from drainage. A compensatory royalty clause in

a Federal oil and gas lease would provide for the payment of a

royalty on oil or gas actually produced from other leased lands which

result in the drainage of the Federal lands in the instant lease.

compensatory royalty agreement: an agreement accommodating royalty
paid in lieu of drilling a well which would otherwise be required

under the terms and conditions of a lease, where there is no lease.

competitive lease: a lease for lands within a KGS or FPGP

which is awarded to the successful bidder at public sale for not less
than fair market value. A single competitive lease cannot cover more

than 640 acres in accordance with the Mineral Leasing Act of 1920, as

amended, except in Alaska, where lands within a FPGP are divided into

competitive leasing blocks of not more than 2,560 acres.

competitive sale: offering of oil and gas leases within a KGS, FPGP,

surplus or drainage lands, by competitive bids of not less than fair
market value; usually involving a minimum bonus bid per acre.

conflicting offer: where two or more offers cover all or part of the same

lands, the first perfected offer becomes a lease, all else being

regular.

contiguous lands and contiguous legal subdivisions: lands or legal

subdivisions having a common boundary. Lands which simply have a

common corner are not considered contiguous.

reduction of a unit areas usually to the participatingcontraction:

area(s).

cooperative agreement: an agreement or plan of development and operation

for the recovery of oil and gas in which separate ownership units are
independently operated without allocation of production.

curable defect: a deficiency in an offer that can be corrected without

loss of priority or infringement on rights of other offers.

-D-

decisio~: in relation to public land rights, a formally written

determination signed by an Authorized Officer setting forth the

disposition of a case.

default: the omission or the failure to perform a legal duty.

ReI. 3-122
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desiRnated operator: operator appointed by, employed by, or contracted

by the lessee or the holder of operating rights to conduct operations
on the lease or a portion thereof. The designated operator does not

have a legal interest in the lease and may not obtain a share of the

revenues. Designation of operator is filed with the authorized

officer.

designated operator's bond: a designated operator is qualified to post

the operator's bond for activities on a Federal oil and gas lease.

Designated Tar Sand Areas: see Special Tar Sand Areas.

designated unit area: an approved designated unit area classification

creating a nonexclusive right in the applicant to submit a unit
agreement for such area. This designated area may be included in

another unit area. This classification is not noted on the land

status records and is not to be confused with an approved unit

agreement. See 43 CFR 3181.2.

development contract: a' Federal contract designed to promote timely and

full operations in areas where special development incentive and

acreage-relief treatment is required if reserves are to be

developed. Under such a contract, the holder is freed from the

application of acreage limitation restrictions for a specified period
of time conditioned on meeting certain diligence requirements as

specified in the contract.

divided interest: see lease interest

drainage: migration of oil or gas in a reservoir due to a pressure

reduction caused by production from wells bottomed in the reservoir
may cause lands or minerals interests owned by the United States to

be drained. To ensure that the United States, or the United States
and its lessee, are compensated for such drainage, the Authorized

Officer may execute agreements for compensation of the drainage with
the owners of the adjacent lands where the drainage is occurring.

Any agreements shall be made with the consent of any lessee affected
by such agreement. If the Federal lands or interests are available

for lease, these lands or interests, may be offered in accordance

with 43 CFR 3120.

-E-

effective date: the date the lease or assignment becomes effective;

typically for a lease, the first day of the month after the issue
date, or upon applicant request, the first day of the month of

issuance; and, for an assignment, the first day of the month after

proper filing of all required documents.

Re1.3-122
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enviromental assessment: under NEPA, a document of the analysis as to

whether a proposed project will have a significant impact on the
human enviroment, analysis of all possible alternatives, and whether

an environmental impact statement will be required.

enviromental impact statement: under NEPA, a published document that

presents for the decisionmaker a proposed project, or action,

significant issues, impacts on the human environment, alternatives,

mitigations, and responses to comments from the public.

excepted acreage: acreage not accountable under the Mineral Leasing Act

limitations. This is acreage committed to an approved or prescribed

unit or cooperative agreement; leases subject to operating, drillingj

or development contract. Leases within the National Petroleum
Reserve in Alaska (NPR-A) issued under the Appropriations Act of 1981

are all considered excepted acreage.

executive order: a document issued by the President of the United States

pursuant to statutory authority and inherent powers, published in the
Federal. Register. In reference to the BLM, executive orders may

affect the disposal of lands and/or resources from the operation of
some or all the public land and/or mineral laws. Public land orders

are now utilized t ?erform this function.

enlargement of the participating area of a unit.expansion:

the lapsing of a lease at the end of its primary or extendedexpiration:

term.

extended by production: a lease extended 80 long as oil or gas is

produced in paying quantities. Not applicable to right-of-way

leases. For 20-year leases or renewals thereof, see Section VIII,

H-3l07-l.

exploration bond: An acceptable surety or personal bond in the amount of

at least $5,000 filed simultaneously with a notice of intent to
conduct geophysical exploration or, in Alaska, an application for a

permit. The bond must meet the requirements set forth in 43 CFR

3104. A statewide bond in the amount of $25,000 covering all oil and

gas operations in the same State or a nationwide bond in the amount

of $50,000 covering all oil and gas exploration operations in the

Nation.

extensio~: additional time on a lease beyond the primary term. There

are a number of conditions under which an extension can be granted:
drilling, production (referred to as lease continuation), formation

or elimination of a cooperative unit or plan, segregation by
assignment, reinstatement, and renewal. See 43 CFR 3107.

Re1. 3-122
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favorable petroleum geological province: a total province encompassing

many possible specific structures or traps designated on the basis of

either direct or indirect evidence that does not necessarily mean the

past or present existence of a producing or producible well.

Effective date of FPGP designation is the date the BLM

comprehensively determines, as a result of new discoveries or an

analysis of new data, that exploration of the province has high

probability for discovery of oil and/or gas. Applicable only to
Alaska, pursuant to section 1008 of the Alaska National Interest

Lands Conservation Act (ANILCA).

finding of no significant impact (FONSI): a documented summary

conclusion when the environmental review under the provision of NEPA
reflects no significant impacts or when a project is altered so as to

eliminate any significant adverse impacts.

ilu-id minerals: for the purposes of thi's Handbook, fluid minerals consist
of gas and oil as defined in 43 CFR 3000.0-5.

future mineral interest: a whole or fractional interest in all or certain

minerals acquired by the United States pursuant to a conveyance under

which the grantor retained the mineral interest for a specified

period of time, e.g., United States interest is a future interest

until such reservation terminates, allowing title to vest in the

United States.

-G-

any fluid, either combustible or noncombustible, which is

produced in a natural state from the earth and which maintains a

gaseous or rarefied state at ordinary temperatures and pressure

conditions.

~:

-1-

date lease is signed by Authorized Officer.issue date:

Interior Board of Land Appeals: final administrative entity for

reviewing appeals within the Department of the Interior from a BLM

action. Agency appeal rights must be exhausted prior to seeking of

judicial review. See 43 CFR, Part 4, Subparts B and D.

Rel.3-122
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-J-

joinder: participation in the development and operation of lands in a

lease under the terms and provision of a approved unit and unit

operating agreement.

a. unitioinder- a document whereby the holder of an

interest(s) in an oil and gas lease(s) agrees to the
terms of a unit agreement and, normally in the case of

a holder of record title or operating rights, commonly

called the working interest owners, the terms of the

applicable unit operating agreement for his

interest(s). Joinders are normally filed by the unit
operator in the process of approval of the unit

agreement by the Authorized Officer and are

accepted/approved concurrently with the effective date
of the unit agreement, but are effective on the date
of filing for Federal leases in the last month of the

lease term for purposes of lease extension, such as

diligent drilling and production.

b. late (unit)ioinder -a unit joinder, to which a specified

percentage of the applicable working interest owners
consent, filed with and/or approved/accepted by the

Authorized Officer subsequent to the approval of the

unit agreement~ Normally, a late joinder is

considered effective the first of the month following
the filing of the necessary documents with the

Authorized Officer, or after issuance of a new lease.

joint tenants: a form of concurrent ownership which involves unity of

interest, title, time, and possession. Joint tenants must have the
same interest accruing under the same conveyance, commencing at the

same time, and held under the same undivided possession.

-K-

known geological structure: a geological structure (defined or

undefined) in which an accumulation of oil and gas has been

discovered by drilling and determined to be productive. The boundary

limits include all acreage presumed to be productive. The effective

date of a KGS is the date the BLM comprehensively determines the

existence of a KGS. This determination occurs after all necessary
information, e.g., mechanical logs, electric logs, well histories,

well completions, etc., have been correlated and a final geological
report has been completed and approved.

Rel. 3-122
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-L-

~~.: a contract in legal form that provides for the right to develop
and produce oil and gas resources for a specific period of time under
certain agreed upon terms and conditions.

a. lease commitment -the process by which an oil and gas
...lease becomes part of a un1t agreement; requ1res un1t

joinder acceptance/approval by the Authorized Officer
for all the record title holders and operating rights
holders in the lease (so far as any leased lands
within the unit area).

lease committed in part -a lease commitment to a unit

agreement of a Federal oil and gas lease, which

includes land both within the unit area and outside

the unit area. A fully committed Federal lease in

such a status will be segregated into two leases and

the lease outside the unit area entitled to a 2-year

extension from the effective date of commitment (if

not already in a longer term).

b.

c. partially co1IJlnitted lease -an

or some, but not all, wo

co1IJlnitted their interest

agreement. Such a lease

the approval/acceptance

previously unco1IJlnitted 1

Note: The terms "committed in part" and "partially committed'. are

frequently confused., and BLM employees discussing these terms need to

ensure that all parties to the discussion use and understand which

situation is involved to avoid misunderstandings. '.Lease committed
in part" is normally used to describe leases where an effective unit

joinder requires the BLM to segregate the lease; once the lease is

segregrated, the lease embracing the lands in the unit area is then

fully committed. "Partially committed" is normally used by personnel
responsible for supervision of unit agreements to describe leases

(which could later become committed in part) where subsequent late

joinders could result in effective lease commitment.

lease amendment: a modification in the terms or conditions, land

description, rental, royalty, etc., of a lease after lease issuance.
The lessee has the right to appeal a decision issuing an amendment to

a lease.

ReI. 3-122
9/6/85

BLM MANUAL

oil or gas lease in which one
rking interest owners have

in the lease to a unit
becomes fully committed upon

of unit joinders from all
ease working interest owners.



Glossary, Page 11

H-3100-1 -OIL AND GAS LEASING

lease interest: a term sometimes used in lease instruments executed at a

time the minerals are subject to a lease, often conveying a given

fraction or percentage of the interests arising under the existing
lease. Undivided lease interest is a portion of interest in all or a

portion of the lands in the lease. Undivided lease interests do not

create a separate lease case file. Divided interest is a partial

assignment whereby all of an assignor's record title interest to a

portion of the land in a lease creates a separate new lease with a

new serial number.

leasable mineral: oil, gas, sodium, potassium, phosphate, coal, oil
shale, tar sands, asphaltic materials, and, in Louisiana and New
Mexico, sulphur, and all minerals on the Outer Continental Shelf
in acquired lands. See 43 CFR 3100.0-3

legal description: the correct manner, using either the rectangular

survey system or metes and bonds, to systematically delineate lands

in a lease. The survey system includes designation of the principal
meridian, township, range, section, and aliquot parts or lots. A

metes and bounds description should also include meridian, township,

range and section, whenever possible, for at least the point of

beginning of the description.

legal subdivision: generally, a subdivision of a township, e.g., a

section, quarter section, lot. (See also aliquot part, regular

subdivision, and smallest legal subdivision.}

lessee: the holder of a lease.

lessee bond: a general lease and drilling bond in the amount of not le

than $10,000 conditioned upon compliance with all the terms and

conditions of the lease, or $5,000 for leases issued prior to 1960.

the grantor of a lease; the United States for Federal leases.lessor:

subdivision of a section which is not described as an aliquot part

of the section but is designated by a number; e.g., lot 2. The

acreage of a lot varies and may be more or less than a regular

subdivision.

lot:
-

-M-

metes and bounds: the boundary lines or perimeters of land established

by courses and distances from a beginning point to an end point.

mineral reservation: a provision in a patent, deed, or other document of

land conveyance which retains in the grantor the right to all or

certain minerals in the land, or reservation of fractional interest

on all or certain minerals, in perpetuity or for a specified period

of time.

ReI. 3-122
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-N-

N~i9nal Petroleum Reserv~-in Alaska-wide ~~d: a bond in an amount
sufficient for NPR-A-widecoverage of a lessee's oil and gas
interests under the Department of the Interior Appropriations Act, FY
1981. Must be separate coverage from any other nationwide or
statewide bond required under the Mineral Leasing Act or Mineral

Leasing Act for Acquired Lands.

nationwide bon~: a bond in an amount sufficient for nationwide coverage
of a lessee's oil and gas interests under the Mineral Leasing Act and
the Mineral Leasing Act for Acquired Lands in lieu of a general lease
and drilling bond, operator's bond, or statewide bonds. See 43 CFR

3l04.3(b).

navigable waters: all tidal waters up to the ordinary mean high-tide

lines and all nontidal waters, such as rivers, streams and lakes,

that afford a channel for useful commerce up to the mean high-water

line. If it is determined that a stream, lake, or river was
navigable at the time the State entered the Union, the State has

jurisdiction and the lands underlying such waters are not subject to

leasing by the Federal Government.

noncompetitive lease: an oil and gas lease which is issued to the first

qualified applicant for an over-the-counter filing, or as a result of

a simultaneous filing for oil and gas. The lease lands must be

outside a KGS or FPGP.

nonnavigable waters: rivers, streams, or bodies of water not tidally

affected and not subject to useful commerce or found to be navigable

by the appropriate courts. If it is determined that waters were

nonnavigable at the time the State entered the Union, ownership of

the abutting lands extends to the middle of the stream, lake, or

river. If the United States owns the upland oil and gas rights,

leasing may be authorized for such riparian waters.

notice: communication of an official action to all interested parties by

certified or registered mail, posting in the State Office Public

Room, personal service, or by publication in the Federal !egister.

notice to lessee (NTL): a written notice issued by the Authorized Officer

giving instructions on specific items implementing the regulations

under 43 CFR 3160 and operating orders.

-0-

obligee: the party to whom a bond is given (normally used only in the

context of personal bonds).

Re1. 3-122
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obligor: the party furnishing a personal bond, who would be considered

the principal of a surety bond.

~: a lease offer form completed by the offeror for an

over-the-counter filing and/or the simultaneous offer lease form

signed and returned by the successful applicant after the random

selection drawing, Form 3100-11.

oil: oil means all nongaseous hydrocarbon substances other than those

substances leasable as coal, oil shale, or gilsonite (including all

vein-type solid hydrocarbons).

omitted islands,: islands not identified in the official survey for a

particular section or fractional section. Regulations pertaining to

conveyance of title to such lands are set forth under 43 CFR 2547 and
43 CFR 2742.

operator: the person who has control or management of operations on a

lease or portion thereof. The operator may be the lessee, or holder

of rights acquired by an approved assignment of the operating rights.

operating agreement: written documentation between parties of an

operating right. Typically one of the parties is designated as the
operator, and the agreement contains detailed provisions for the

drilling of a well(s), the sharing of expenses, and accounting

methods.

operating order: formal numbered oil and gas orders issued by the

Director, implementing the regulations under 43 CFR 3160.

operatin~ ri~hts/workin~ interest: the interest or contractual obligation

created out of a lease {such as a sublease) authorizing the holder of

that right to enter the leased lands to conduct drilling and related

operations, including production, which may include as consideration
a share in revenues therefrom. Operating rights mayor may not be

transferred through an operating agreement, however, transfer of

operating rights on Federal leases must be filed and approved on the

official assignment form.

operators bond: a bond in the amount of not less that $10,000 conditioned

upon compliance with the lease terms.

option: a right to acquire any interest in an oil and gas lease within

specific or reasonable time in the future, subject to acreage

restrictions.

overridin~ royalty: a royalty paid to someone by a record title holder

in addition to, or over, the royalty paid to the United States; also,

an interest in the lease providing for no control over the operations

of the lease, only revenue from lease production.

Re1. 3-122
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over-the-counter: lease issued under the provision of 43 CFR 3111, and
generally, the lands have never been leased previously or have been
offered under 43 CFR 3112 and have received no applications.

-p-

parcel: the name given to an area of land made available for competitive

or noncompetitive leasing.

see assignment.partial assignment:

see assignment.partial undivided i!!terest assignment:

participating area: that part of a unit area which is considered
reasonably proven to be productive in paying quantities or which is

necessary for unit operations and to which production is allocated in

the manner pre,scribed in the unit agreement.

participating acreage: that part of a unit area to which production is

allocated in the manner described in a unit agreement.

party in interest: a party who is, or will be, vested with any legal or

equitable rights under a lease. No one is a sole party in interest

with respect to an application, offer, or lease in which any other

party has an interest.

personal bond: a bond in the amount of $10,000 or more furnished by the

principal in the form of a guaranteed remittance, cash, cashier
check, certified check, or negotiable Treasury bonds of the United

States, in lieu of a corporate surety bond. Treasury bonds require

power of attorney to the Secretary in case of default in performace

of the terms and conditions of the lease.

pooling: the bringing together of separately owned (or separate
interests in) small tracts sufficient for the granting of a well
permit under applicable spacing rules. The process may be voluntary

or may be forced/compulsory, whereby Federal oil and gas lessees and

other lessees within a specific geological formation are required to

pool development operations under a State-forced pool order. The

object of pooling is to prevent drilling of unnecessary and

uneconomic wells.

precedent: a decision issued by a higher authority which is to be

followed in subsequent situations involving identical facts, laws,

and regulations.

Re1.3-122
9/6/85

ELM MANUAL



Glossary, Page lS

H-3100-1 -OIL AND GAS LEASING

primary term: the lease term set by statute: competitive lease, 5 years;

noncompetitive lease, 10 years; and NPR-A up to 10 years. For leases

subject to section 4(d) of the Act prior to the revision of 1960,

30 U.S.C. 226-1 (d), primary term means all periods of the life of

the lease prior to its extension by reason of production of oil and

gas in paying quantities.

principal: a party liable for an obligation for whom a surety

has become bound for the performance of that obligation.

proper BLM office: the Bureau office having jurisdiction over the

lands, subject to the special regulations where the term is used.

See 43 CFR 3000.0-5(f).

proprietary information: information submitted to the United States

Government in compliance with Government information needs that is

not to be distributed to the public because such disclosure would do

;ribstantial harm to the competitive position of the outside source
from which it was obtained, and would inhibit the Government's

ability to obtain this type of information in the future resulting in

a substantial detrimental effect on a Gover~ent program.

protest: a written objection to a proposed or completed action, e.g.,

issuance of a lease.

public domain: lands or interests in lands which never left the ownership

of the United States, lands which were obtained by the United States

in exchange for public lands or for timber on such lands, and lands

which have reverted to the ownership of the United States through

operation of the public land laws.

public land order: an order affecting, modifying, or cancelling a

withrawal or reservation or public land.

public lands: (a) as defined under the Federal Land Policy and

Management Act of 1976, public lands means any land and interest in

land owned by the United States within the several States and

administered by the Secretary of the Interior through the BLM,

without regard to how the United States acquired ownership, except:

Lands located on the Outer Contintental Shelf; and1.

Lands held for the benefit of Indians, Aleuts, and Eskimos.2.

Rel.3-122
9/6/85BLM MANUAL
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public lands: (b) as defined in 43 CFR 3045, public lands means any

lands, the surface of which is owned by the United States within the

several States and administered by the Secretary of the Interior

through BLM, without regard to how the United States acquired

ownership, except:

1. Lands located on the Outer Contintental Shelf; and

2. Lands held for the benefit of Indians, Aleuts, and Eskimos.

-R-

reco~A of dec~ion: upon a decision being made on an action for

which a final environmental impact statement has been prepared,

concise record of such decision, including mitigating measures.

~rd title.: primary ownership of an interest in an oil and gas lease
that includes the obligation to pay rent, and the rights to assign

and relinquish the lease. Overriding royalty and operating rights

are severable from record title interests.

rectangular system of survey: a system of cadastral surveys of the

original public domain, by which lands are subdivided into townships,
ranges, sections, and section subdivisions.

regular subdivision: subdivision of a section which is an aliquot part of

acres; e.g., 1/2 section of 320 acres, 1/4 section of 160 acres, and

1/41/4 section of 40 acres.

reinstatement: restoring a terminated oil and gas lease to its former

status and/or reinstating a conclusively abandoned unpatented oil

placer mining claim which can be converted to an oil and gas lease.
See 43 CFR 3108.

!!!Jctio~: the subtraction of land from a fixed land base caused by the

gradual change in water course or shoreline over a long period of
time. Reliction usually involves a change in property rights. See

accretion and avulsion.

relinquishment: the voluntary act of giving up all rights, title, and any

interests in an oil and gas lease through declaration (formal legal

document, letter, etc.).

restoration.: a revocation of a withdrawal which also affects the opening

of the public lands in the withdrawal.

!!E! a 1.: remuneration for the right to hold a Federal oil and gas lease.

Payment is based on the known total acreage, or if not known, then on
the basis of 40 acres of each smallest legal subdivision. Payment is
usually due on an annual basis on or before the anniversary date.

ReI. 3-122
9/6/85
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reversed: IBLA or appeals court disagreement with lower decision.

riparian rights: rights determined by the ownership of lands on the
banks of a water body.

royalty: payment, in money or kind, of a stated share of production from

mineral deposits. Royalty may be an established minimum, on a

sliding scale or step scale. A step scale royalty rate increases by
steps as the average production increases, e.g., 12 1/2 percent for

the first 20 barrels per well per day, 13 percent for the next 30

barrels, etc. A sliding scale royalty is based on average production

and applies to all production.

-s-

Secretarialorder: a document issued by the Secretary of the Interior

pursuant to Department and Secretarial powers affecting the

management of public lands by Departmental offices and bureaus.

service of notice: the act of giving legal notice to one whose rights

could be adversely affected. Service can be accomplished through
certified or registered mail, personal delivery, or, under special

conditions, by legal publication.

set aside and remanded: IBLA or appeals court returns to BLM or lower

court for further consideration, or reverses and vacates the decision.

shut-in well: a producing well that has been closed down temporarily for

repairs, cleaning out, building up pressure, lack of a market, etc.,
but not permanently plugged with cement and abandoned.

simultaneous filing period: the specified period when lease

applications are delivered to and received by the BLM Wyoming State
Office for a scheduled simultaneous drawing.

Note: Also see 43 CFR 1821.2-3 for determination of priority for
other simultaneously received filings. The staged openings to oil
and gas leasing of lands in Alaska, and any other over-the-counter
offers received at the same time, are processed simultaneously.

simultaneous oil arid gas (SIMO/SOG) application: a filing on parcel(s)

of specified lands which have been previously leased on a form

approved by the Director.

six-mile rule: all portions of an offer must be within a 6-mile square or
six surveyed sections in length or width. See acquired lands
exception 43 CFR 3ll0.l-3(b).

Rel.3-122
9/6/85
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smallest legal subdivision: generally, a 1/4 1/4 section, or a lot which

may contain more or less than 40 acres.

Special Tar Sand Area: Special Tar Sand Area means an area designated by
the Department of the Interior's Orders of November 20, 1980 (45 FR
6800), and January 21, 1981 (46 FR 6077), and referred to in those
orders as Designated Tar Sand Areas, as containing substantial
deposits of tar and sand. The Designated Tar Sand Areas lie totally
within the State of Utah and may be leased only under the provisions
of 43 CFR 3140.

split-estate: lands where the owner of the mineral rights and the surface

owner are not the same party in interest. The most common
split-estate is Federal ownership of mineral rights and other

interest ownership of the surface. Where such a condition occurs,
the Federal Government can lease the oil and gas rights without

surface owner consent.

spuddin~ in: the first boring of the hole in the drilling of an oil

well; may, under some circumstances, be expanded to include

commencement of operations for drilling. Spudding a well on a lease

is normally not sufficient to extend the lease term for diligent

drilling over the expiration date.

statewide bond: a bond in the minimum amount of $25,000, in lieu of a
genera-l-lease and drilling bond or operator's bond, to cover all
leases or operating rights for oil and gas interests within only one

State.

stipulations: additional specific terms and conditions that change the

manner in which operation may be conducted on a lease, or modify the

lease rights granted.

sublease.: a reversionary interest/right of reentry distinquishes a

sublease from an assignment of a lease interest; if the lessee parts

with the entire interest in the lease to a third party, it

constitutes an assignment and not a subletting.

surety: a corporation which is legally responsible for the debt,

default, or delinquency of another (principal). A Federal surety

must hold a cetificate of authority as acceptable to the Department

of the Treasury to give bonds to the United States.

surface management agency: any agency outside of the Department

ReI. 3-122
916185
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-T-

~ination.: lapsing of a nonproducing oil and gas lease for failure to

timely pay rentals when due on or before the anniversary date.

!ermi~ation of the period of liability: the release of the surety from

the responsibility for the debt, default, or delinquency of the

principal; done only upon a determination that no bond is required or
that a satisfactory replacement bond has been accepted.

top filing: offers of lower priority, by date, made on the same described

lands. The first perfected offer by date of priority receipt is

accepted, all else being regular.

trespass: any use or occupancy of the lands or resources of the United

States without authority.

-u-

~ndivided interest: see lease interest.

~: an area of land to which committed parties with interests in the
land are bound to share the oil and gas produced on a specified
basis. Those having the right to conduct drilling operations on the
land are bound to share investment and operating costs on a specified
basis. The BLM determines and approves this area for administrative
purposes. A unit may be either expanded or contracted in size on the
recommendation of the operator with the Authorized Officer's
approval. There are three types of units:

exploratory unit -a unit that has no preexisting production

from the unitized formation(s).

a.

b. producing unit -a unit that has production from the

unitized formation(s). An exploratory unit becomes a

producing unit upon discovery of a unitized substance

c. secondary recovery unit -a producing unit in which the
primary reserves have been or nearly been depleted and
in which the operator intends to use some (secondary)

method to increase recovery, that is, water injection,

gas injection, etc.

~ area.: the area described in the unit agreement as constituting the

land logically subject to exploration and/or development under the

agreement.

ReI.3-122
9/6/85

BLM MANUAL



Glossary, Page 20

H-3100-1 -OIL AND GAS LEASING

..
un1t agreement: an agreement or plan of development and operat1on,

generally a written document for the recovery of oil and gas within a

unit. The unit agreement consolidates separate leases into a single

consolidated unit without regard to separate ownership rights and for

the purposes of operating and allocating costs and benefits on a

basis as defined in the agreement or plan.

unit operator: the person authorized under the unit agreement approved

by the BLM to conduct operations within the unit.

unit operator's bond: a bond furnished by a unit operator in the amount

requested. If the unit operator holds all of the working interests

in the leases committed to the unit and has an acceptable statewide

or nationwide bond on file, additional coverage may not be required.

-w-

withdrawal.: lands designated by the Executive Branch or Congress as not
available for settlement, location, sale, or entry under the public
lands laws and, occasionally, the mineral leasing laws.

withdrawal Coffer): written, signed request from an applicant to remove
a lease offer from consideration. The withdrawal must be received by
the proper BLM office before the lease, amendment, etc., is signed on
behalf of the United States. Simultaneous oil and gas applications
cannot be withdrawn. See 43 CFR 3110.2.

Re1.3-122
9/6/85
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(1..Y.2)
c..H-3104-1 -BONDS

Oil and Gas or Geothermal Lease Bond, Form 3000-4

n...J Nu-rF..rm~

(June (9881

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

OIl AND GAS OR GEOTHERMAL LEASE BOND

Act of February 25. 1i20 (~ U.S.C 181 8\ oeq.)
Act of August 7.1847 (~ U.SC 351-359)

D~menl 01 the Interior Appropriations Act, FY 1981 (42 USC 6508)
Act 01 December 2., 1970 (~ USC 1001.1025)

Other 01 and Gas and Geothermal Leasing Au\hofilies .8 Applic8bie

~ SerIal Number IF.. IndivKlual ~ ODly)

u GEOTHERMAL RESOURCESCHECK ONE. LJ OIL AND GAS

CHECK ONE:

O SURETY BOND

KNOW ALL BY THESE PRESENTS. THAT
(name)

of
(oOIress)

..priIM:i.-i.aIVJ
(no-)

yof

~ bek! aIKI finnly IoIIM! -, dIe U- SI8IeI of ~ ;.. dIe aim of

).

KNOW ALL BY THESE PRI:SENTS. That
(~}

..~iP8I. is ho~ 81 linIIIy
of

tKxInd unIo the UBI...S sw.. "f ~ in the sum of

). lawful -of doe United SIaIes whicII ..m may be

11IiI -aball cooo, 011 ,~ Ktiyi';.. ..laIa! 10 driJli,. ope ~ .~ ~S) io KCOldo~ .idl -.) dIe Acu aa -for

CHECK ONE
D NA TJONWIDE JK}ND -(¥ ~ by fN ~ bclWr or Ibe priIx: (.) fN ~ dIe 1casdKIId(.) or Ibe p~(.) io dx U- -;..'hMIiJIIlhc N- ,..

,. AJalo (NpR.A) .la .-, ...lflCicM ..bri"I dx iD CUlf~ -.) CFR )13' , ~. aiao cov-..

,( n8dIip. .xplorarioo --
D STATEWIDE BOND -(¥r8"- tucted by fN ~ bclWr or Ibe ..';", Ii) fN .m dx 1eaIddd(.) of doc ..,;"' (.). ..,"" doc NPR.A. ...s. provMIod d. -

' ~ ..,Jlipk .XPIOrariOO ope, .i1hin dx linIIe of

D INDIVIDUAL BOND -(¥- ~ by fN ~ behalr of doc ..,;"' or ~ doc -of Ibe ..,;"' ~ Ibe siOIk --rled by Ibe ---

NA1l0NAL pmOLEuM RESEaVE IN ALASKA (NPR.AI BOND -Th.. -shall '""..

D NPR.A LEASE .'ND -1lle ~ -aHoIil or. le IeaIe

D NPR.A W1DE .'ND -1'.. co..tilions or all I ...s proY- oixai-S. eov or mukipl. .xpkwol...

(Conli1JWd on r.w'.')

BLM MANUAL
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H-3104-1 -BONDS

Oil and Gas or Geothermal Lease Bond, Form 3000-4

BOND CONDITIONS

allon. or prOOu"ioo. waIve". ""'I'C..OI, or change. in rcn..l. minInMlm royllty
100 roylltoes. CompenSIlory royllty ..ymenl'. or oIlterwi.., aOO

d Any e.ten,ioo of I k-t,) cove..d by this bond: -h coverage to Coo\1nue
w~1 any i...rru..01 10 lIte e.p;~OI of the ICrm ...fonh in the ~.), 100

~ WHEREAS the pri,",i.-1 aRd su'"'Y ~ IB~Cs) IhoI noIwithslaOOing lite ler-
mil181Ol. e...raIOl. CWKel\alion or ~1;'...ishmcJO of any ~Cs). whether by ,¥r-
Ilion of law or <Mlterwise. the bond shill ..main in full force 100 effect IS to lIte
tenns 100 coodiliOl1S of all ~mlining IeISC.IOO obligalions covered by the boc¥I' 100

6 WHEREAS the pri,",ipol. IS 10 any ~ or ..n of I It... for 1100 00 which
Itelslte is the operator. in coosideralOl of being pennincd 10 furnish Ihu boc¥I in
lieu of lIte IcsseeCs) or oper.,ing rights ownens). al~s 100 by these presents doe,
Ite~by biOO himselflhc...lf 10 fulfill 00 behlJr of each lessee or '¥raling ri&'"s owner
1II obligllions or -h for lIte enli~ ~..'.d in Ihe same manner 100 to lite same
e.lenl IS lhough Ite/slte were lessee or ,¥rating righls ~r; 100

7 WHEREAS lIte obligor/principallOO surety ag~el') thll lIte negkcl or forbear-
aoce or Slid k,sor in enforcin8. IS Igli... Iny re,l"'fISible pany. lIte ..ymenl or
renlals or roylltie, or lIte performance uf Iny <MIter term or conditioo of lIte IeISCC,)
,hill no1. in Iny wly. ~1CISe the prioci.-llOO surely. or either or them from any
lilbilily under thi, IM>rM! 100

g. WHEREAS lIte prioci..IIOO SU'"'Y II...(') lhal in lIte event or any derlult un.
der the lcIse(s) lIte lessor may commence 100 pr~tc any claim. suit. or OIlIer
proccedinI18Iin" lIte priocl..1 aOO su'"'Y or either of litem. wilhoolllte neceSSlly
or joinin8 the Iesseel'l, 100

9 WHEREAS if the prioci..I fail, 10 comply wllh Iny provision, of an oil 800 glS
~. 100 the lKWk'OmpIiloce c.-.ira.:. ffK dliny (:M») days d1a.or.
-h IcIse shIll be sub,..1 10 cInCeIlIIOlIOO the pri,",i.-1 shIll also be SUbjcc110
appliclble provisiOl1S 100 penallie' of the faleral Oil 800 GIS Royllty M-ment
Acl (30 U.SC 1701 el scq) or the faleral Onshore Oil .00 GIS l.usinl Reform
Act This provisioo ,hill no1 be conslrucd 10 prevenl the e..~ise by lIte United Slates
of any <MIte, kIll aOO equi..ble remedy. including wliver of the deflult

10 NOW. THEREFORE If Slid PfiJ.:i..l. his/her Itei". e.eculors. Idminislraton.
-cessors. or I..igns ,hill in all ~ flilhfully comply wilh III of lite provi.
.ions of the instrumenl(S) granling "'hts 100 inle~sts in federal 1100. ~femd 10
above. then the obli8aliOl1S .'.10 be v001, OIIIerwise 10 ~n in full force and effect

Thc cOIMIilj(Xu of the fo..loinl oblillllon' ar. such that

I WHEREAS the principal 111' In inl.'.'t in. 1 1'1 IJMI/or ..5ponsibility for
OP'rati"", 00 I le...15) issued u..r the AtU ciled in thi, boOO; .00

2 WHEREAS the principal,md su"'Y IJree15) 11111 with lIOIicc to the SU'.ly the
cove of this boOO, In addition 10 "" ~ -inIC5) of IJMI/or ..l/KJrizati0n45)
lranled to the pr;nciJl8I, shal!i ..tend to .00 include

I Any ieI1c(5) hereafler ;,- 10 or Kcplired by the oblilor/principal, ..ceJM
u..r ,00ividuallease boOO., the cov.ra.. ilto he coor,ned to the princi..I'5 hold-
inl(5) IJMI/or IUIhorizat;c.l(5) lranal wKier the Acu cited in this boOO, .00 to hecorne
.ffcclive imlnedialely u'""' ..ICh IUthorizalioo, approval or i53ulnce or I lransr.r
in flvor of the principal; .00

b Any lransf.r(5) of OP'n'inl righ15 her.afl.r .nt.red into or acquir.d by the
principolllr.cting 1 (5); 100

c. Any Ictivity ~l hereto of the pnncipal15OP'ralor urxler 1 ieI1c(5) i5lUed
pur,ulnl 10 the Act5 cited in thi5 boOO, .00

Provided, That the 5Urely may elect 10 tenninale the addilional coverage luthoriud
under thil..raaraph SIKh terminatioo will hecome .ffectlv. 30 day5 Ifl.r the BlM
=.iv.. 1101 ice of"" .lection to tenninale Afkr the I.nninltion become, effectiv..
the additional int (5) ""nlilied in this ..raarlp/l will 1101 he covered by thi5 boOO;

100

3 WHEREAS the princi..1 ,~ 5Urdy Ig-C5) lhat with 1101 ice to the SUrdy thaI
thi5 boOO shall ..main In full force .00 .ffect noIwilhstilnding Any 155ign-nl(5)
of an uOOiv- inlere5t in any p8n or all ofthe 1100, in the 1ease(5) in which ev.nI
the 155ig~(5) shall be c"",iC~red 10 be coprinci..I(5) 00ln iOOividul1 or NPR-A
-..fully .00 10 the same ..tent 15 though his/her or their duly, luthenticlted
5ignalU= appeared thereon; .00

4 WHEREAS lbe oblilorlsurety hereby wliv.5 Iny rilhl 10 nOlie. of. .00 .g-5
thal thi5 -5hall ..main in full force .00 .ffect noIwilhstaOOinl

1 Any ...iln-nl(5) of I~)~ of some of th. Ilnds deICribed in the lease(,). lhe
-10 ..main in full f",," -I.ffect ooJy 1510 the lands ..llined in the 10...(,), .00

b Any lransf.r{5) .ither in whol. or in pan, of any or 1II of the operaling rilh15
.00 funher Ig...5 to ..maIn bouOO u..r thi5 bood ..to the inle..511 in the OP'rat.

ing right, ..lained by the prilICipal; .00

c Any mOOirlCOtion of 1 lea.,. or OP'rating righl. or obIig.'ion thereunder, whether
made or effccted by commillT'.nl of lease or OP'raling righl to unit. cooperative.
communilization or ,torage ag~-n15- or deve~nt contrxl5, suspensions of oper-

S,gned Ihi. day of .19 -.in the prcsence of

NAMES AND ADDRESSES OF WITNESSES

\ ~(Princi18l) (L.S.)

(Bu.i~ Address)

(Surety) (L.S.)

.(Bu.i~.. Addre..) .

If thi, t.x.J i, e.ecuted by a corporation. it must bear the ..al of lhal corporalion

BLM MANUAL
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(1,..a:2)

c...
H-3104-1 -BONDS

Oil and Gas or Geothermal Exploration Bond, Form 3000-4a

UNrTED STATES
Df;pARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

OIL AND GAS OR GEOTHERMAL EXPLORATION BOND

Act 01 February 25, 1920 (:M) U.S.C. 181 81 -.)
Act 01 August 7, 1847 (:M) U.S.C 351.358)

Depar1menl 01 lhe lnl8fiOf Appropriations Act, FY 1881 (42 U.S.C 8508)
Ac1 01 D8c81nb8r 24, 1870 (:M) USC 1001.1~)

Other Oil and Ga8 and GaoIII8mI8I Leaaing AuttKJriIies 88 Applicable

-N-Form ~.
(Ju~ 1911)

O GEOTHERMAL RESOURCES EXPLORA110NO OIL AND GAS EXPLORATIONCHECK ONE-

CHECKONE-
D SURETY BOND

KNOW ALL BY THESE PRES),NTS. THAT
(~)

of

(~)

IS princIpal. and
(DORY)

,u~of

~ held and firmly \)(aIIoj unto tIle Uniled SIaIeo of A-rica in the sum of

).

O PERSONAL BOND

KNOW ALL BY THESE PRESENTS. ThaI
(-)

..pr;nci~. is held 8IK! finnly
or

(address)

bouOO unlo Ihe Unil.d Sla... or A-ric. in Ihe sum or

00I1ars ($ ). lawful DX)De} of the U- StIles which sum moy be

i/M:- or decreased by a rider hcn:Io e.eculod ID the ~ maoner as thiS -

The pri/M:ipal. in onier 10 more hilly -ure the Uniled Slales in the poymenl of the aforesajd sum. bereby pledges as securily therefore U- Slales neg<Miable securities
of a por value equal 10 the af18'"IJ.l SJ"'Cifled The principal. plrsuanllO the authorily coofened by Section 1 of the Act of SeIKember 13. 1982 (31 U.S.C 9303). -
bereby coosli\U1e .00 aPlXJinItheSecrel8ry ofthe Inlerior 10 act ..his anomey The inlerest xcruing 00 the Unilod Slales securities ckposilod. in the ab5eIK:e of any default
in the perfonoance of OIly of the cOlM!ilioos. or stipllalioos ...forth in this -.00 the instrumenl(S) authorizIng e.ploratioo activities 00 Fede~ 1aJMIs. nNS1 be paid
10 the principal The pri/M:lpal be.eby for himselfl berself. OIly heirs. e.eculors. adminislrators. successors. .00 assigns. joint .00 seve~ly. ralif... .00 coofimlS whalever

the Secretary shall do by virtue "f- presents

Thc priocipaJlsurety shall awly Ihis -or dIe SccrelAly shalllransfer this drposil as security for dIe faithful perform81.x of My arxI all of dIe ctxIdiliorIs as leI for1h
in this -arxI dIe in5lrU-nts IUIhor\zi.. e.plo..lioo 8ctivities on F~..11IIMI5 In dIe case of Iny deflult in dIe perfOnnlJKe of dIe cOlM!ilims arxIlliplll,; of Ax:h
undenakina. it is la~ IJIat. (I] for I Surety Bond. dIe IOretylprioci.-1 shall awly dIe -or Iny IK'nion dlereof; (2) for I Penonal Bond. dIe SccTdIry shall hive
fullIX'Wer to assign. -opriale Ipp!yor tra..fer dIe ~it or Iny ponion dlereof. to the ..lisflclion of Iny dlmlgeo. 15Ie5Snr1JU. laR ..y~ chlraes. penalties.

or derICieocies lrisi.. by reason of Ax:h deflult

This Mnd is requi~ for dIe "" .nd benefil "f ( I) dIe United StIleS; (2) the owner of Iny of the larxl subject to dIe CO- ofthis -.UfX'D which eaplonlioo ~
will be conducted. wM has I S\l"tory right to compenSllion in connection with I ~rvltion of dIe oil arxI gas arxI g-rmal dqJo5i15 in dIe United Sl8leo; arxI (3) Iny
lessee. perminee. or contractor .,..Ier I lease. pennil. or ~5OUrce sale conrrKt i..oed. or 10 be issued. by the United S\lIeS coverin& dIe SIIne land Rlbject to this -.
on which geophysical e.plorllion ope..lions will be conducted. to be paid 10 dIe Unired S\lIeS For lOCh ply-nt. well arxI rruly to be R18de. we bind ...nelves arxI~h

of wr hei". e.ecurors. adminis!l~lo". IOCces50". arxI assigns. joi.-)y arxI severally

CHECK ONE

O This boOO shall coyer all eapl!)ra'ion ope12tions conducted in the United States by or on behalf of the principal on Federal surfxe administered by the Bu~u of LaIx!

Mlnllerreo' (BLM) and on all Foderalleases ~gardless of surface ow~rship (eace.. those within the National F~ System), irrluding the National Petroleum Rexrve

in Alaska (NPR.A) proyided a rider is obtained

O This bond shall coyer all explclrltion ope12tions conducted by or on behalf of the principal on Federal surface administered by BLM and on all Federal leases ~gardless

of surface ow~rship (exc... those within the NatIonal Fore'. System) within the single Sta,e of

O This boOO shall coyer a siogl" explora,ion ope12tion conducted by or on behalf of the principal on Federal surface administered by BLM and on all Federal teases

~gardless of surface ow~rsl,ip lexce," those within the National Fore., System) as set fonh on ~yerse.

IContinu,d on r""rs,'

ELM MANUAL
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8-3104-1 -BONDS

Oil and Gas or Geothermal Exploration Bond, Form 3000-4a

LEGAL DESCRIYrION.

BOND CONDITIONS

The condilioRS of the foreloinl oblilalioos are such that

WHEREAS the principal has a R$P'"ISibility for an exploratioo operalion(s) to be
c- 00 Fcderal surfKe or on a Federal Iease(s), ...J IdrniniSIer.d by BLM; IIMJ

WHEREAS the principal has filed a Notice or Intenl to Conduct E.ploration Opera-
lions or a ,-"ysical e.ploratioD pcnnil with the authorizal off,cer wherein the

operaliOP5 arc to be conducted, am

WHEREASthe principal a/xI surely heret1y agrcc(s) that l1(JIWidlSlanding the Icmli-

nation of any explo..tion ope..tion(s) eovered by this bond, the bond siIaJl remain

in full force a/xI effect as to the Icnns aIM! COIIditions of all remainins eIplo..tion

ope..tions conducrcd on Fede..1 surf- or on a Federallease(s), a/xI administered

by BLM

NOW, THEREFORE If said princi~ siIaJl in all respecu faithfully comply with

all of the Icnns and conditions of the Notice of Inlcnt or geophysical exploration

pemlit and such <Xher co~ve measures 10 reclaim the land as may be required

by the Au~ OtrlCer .the surely shall incur no liabilily 1xI\, ifthe princ~ sbouId

fail to do so, the SUrely siIaJl be liable 10 the exlcnt provided in this bond.

WHEREAS the p';..'ipal is obli~ 10 comply wil/1 the lerms IJxI condiu0115 sel
forth in such Notice of Inlenl or leophysical exploration pennil; IJxI

,
Sogncd Ihls doy or I. 19 -.in the ~..nce of"

NAMES AND ADDRESSES OF WITNESSES

(Principal)

(Busincss Address)

.I-,
i (Surrly)
I

I (Business Address) ;

If this bond is ..eculed by. co'JX'ralion. j( must bear the seal of that co'JX'rlIion.

BLM MANUAL



Illustration 3

(I. F)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

Dear Requestor:

In Iesponse to yoUI Iequest fOI infoImation IegaIding bonds on FedeIal oil
and gas leases, enclosed is the CUIIent bond FoIm 3000-4 and an infoImation
sheet on negotiable TIeasuIy secuIities, letteIs of cIedit, and ceItificates
of deposit. A copy of a sample letteI of cIedit and the CUIIent Iegulations
IegaIding FedeIal oil and gas lease bonding IequiIements also aIe enclosed.

oil and gas lease operations may be performed under a $10,000 individual
lease bond, a $25,000 statewide bond, or a $150,000 nationwide bond.

Bonds may be furnished by one of the following methods:

1. A corporate surety bond issued by a qualified surety company which has
been approved by the Department of the Treasury;

A personal bond accompanied by either a:2.

Certificate of deposit issued by a financial institution whose

deposits are federally insured;
a

Irrevocable letter of credit issued by a financial institution
whose deposits are federally insured;

b

Cashier's check or certified check.

Negotiable Treasury securities (U.S. Department of the Treasury
bonds, notes, or bills) .

d.

If you need further information, you may contact (Name and Phone Number) for

further information.

SinceIely

Authorized Officer

Attachments
Bond Form 3000-4
Information Sheet
Sample Letter of Credit
Regulations {43 CFR Subpart 3104)



Illustration 4

(I. F)

RIDER

In consideration for the payment of any additional premium charged for this
rider and the acceptance of this rider by the Bureau of Land Management on
behalf of the United States of America, the undersigned principal and surety
hereby extend the coverage of Bond No. , to all of the leases where
the principal is the operator, regardless of whether the principal owns an
interest in those leases. The principal hereby agrees to be bound by all
the terms and conditions of any lease wherein the principal is the opeIator
until all the teIms and conditions of the lease have been satisfied,
including the payment of any Ientals and royalties (including inteIest,
penalties, and assessments) due; provided, howeveI, that this rideI shall
not act to increase the actual cumulative or potential liability of the
surety above the face amount of the bond, Dollars ($
---1; provided, further, however, that any limitation of liability on the
part of the surety shall not apply to the principal who shall be liable to
the same extent as the lessees.

Executed this dayof , 19

Principal and TitleWitness and Address

Witness and Address Surety



Illustration 5
(I.F)

BLM Bond No. :
Surety Bond Number:
Lease Serial Number:

RIDER

This rider is being submitted to comply with 43 CFR 3104.2 which states,
" ..The operator on the ground shall be covered by a bond in his/her own
name as principal, or a bond in the name of the lessee or sublessee,
provided that a consent 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."

The principal and surety (or principal/obligor, if a personal bond) hereby
agree to extend the coverage of the bond referenced above to include
liabilities for operations conducted by {Darties other than the DrinciDal.
or a sDecificallv-named Dartv) on {all leases in which the princiDal holds
record title or oDeratina riahts interests. or a §Decific leasenumb~red
( ) in which the DrinciDal holds record title or operatinq riqhts
interest) .

Coverage includes the performance of all lease obligations, both past and
future, including the responsibility to properly plug and abandon any and
all wells, including related surface reclamation, and to pay any outstanding
rentals or royalties (including interest, penalties, and assessments) due.

This coverage of lease operations shall continue whether or not the lease
subsequently expires, terminates, is cancelled, or relinquished; provided,
however, that this rider shall not act to increase the actual cumulative or
potential liability of the surety above the face amount of the bond.

-day of I 19-Executed this

Principal and Title .
Witness Name and Address

Witness Name and AddIess Address

Surety

Address



-Xl..LLL.s. b
CERnFICATE OF AUI1IORITV ~O.

GENERAL POWER OF AnORNEY

CER.1mEDCOPY

KJ,"uW ALL MEN BY THESE PRESENTS: That PLANEr INDEMNITY COMPANY, a corporation organized and existing under the
laws of the State of Colorado, and having its principal office in the City of Denver, Colorado does hereby constitute and appoint:

MILD RED L .MASSEY

its true and lawful attomey-in-fact to execute. seal and deliver for and on its behalf as surety, any and all bonds and undertakings.

hv law. statute. rule. re~lation, contract or otherwise. in an amount not to exceed:
***************~**********FIFTY THOUSAND AND NO /100 DOLLARS**********************
and the execution of all such instrument(s) in pursuance of these presents. shall be binding upon said PLANET INDEMNIlY COMPANY
as fully and amply. to all intents and purposes. as if the same had been duly executed and acknowledged by its regularly elected officers at its
principal office.
This Power of Anomey is executed, and may be cerified to and may be revoked, pursuant to and by authority of Article V. Section 6(C) of the

19!\7. of which the following is a true transcript of said Section 6(C):
"The President or any Vice President. Assistant Vice President. Secretary or Resident Secretary shall have power and authority
( I) To appoint Attomeys-in-fact, and to authorize them to execute on behalf of the Company. and attach the Seal of the Company

thereto. bonds and undertakings. recognizances. contracts of indemnity and other writings obligatory in the nature thereof. and
(2) to appoint special Attomeys-in-fact. who are hereby authorized to certify to copies of any power-of-attomey issue in pursuance

of this section and/or any or the By-laws of the Company, and
(3) to remove. at any time. any such Attomey-in-fact or Special Attomey-in-fact and revoke the authority given to him.-

Further. this Power of Attorney is signed and sealed by facsimile pursuant to resolution of the Board ofDirectorsofsaid Company adopted
at a meeting duly called and held on the third day of March, 1987, of which the following is a true excerpt:

--,elating thereto by facsimile. and any such power of attorney or certificate bearing such facsimile signatures or facs~~le ~hall he
valid and binding upon the Company and any such power so executed and certified by facsimile signatures:'and facs~le S8af~all be
valid and binding upon the Company in the future with respect to any bond or undertaking to which it ~ hec..:. -;~

" ? ..,rn-..~ -
IN TESTIMONY WHEREOF, PLA..~ INDEMNITY COMPANY has caused this instrument to be sigJf.ca~ ittAorPl;;.iis seal
to be affixed by its authorized officer, E. H. Frank. ill, on this the twen ty eighth day of Au g ust 1991 :;; '" .; N :::: ..,

..-~ ...,-
t; ~i.i :;.-.

:;...c:. ~ ~~ :.,.~ -.1: President
-,

E.H: Frank, '-.STATE OF COLORADO -' ~~0~\ i 9 :...~

-.-
COUNTY OF DENVER C' On this 28th Day of August, 1991, before me came the individual who executed the preceding instrument. to me personally known.

and, being duJy sworn. said that he is the therein described and authorized officer of PLANET INDEMNITY COMPANY; that the
seal affixed to said instrument is the Corporate Seal of said Company; that the said Corporate Seal and his signature were duly affixed
by order of the Board of Directors of said Company.
IN TESTIMONY WHEREOF, I have hereunto set my hand and affIxed my Official Seal, at the city of Denver, Colorado. the day
and year first above written. ..~ .

..~)-, ~
t/'"cO'A'I"'q.. ~ "' r ~ \..

--I

"'~ J:: ,

.~ .;'~U8I.\C./~j'
cERnFlcAnoN ~/ .
I. the undersigned officer ofPLANETINDEMNI1Y COMPANY, do hereby certify that I have compa~d the foregoing copy of the Power of
Attorney and affidavit. and the copy of the Section of the By-Laws ofsaidCompany as set forth in said Power of Attorney. and that the same
are correct transcripts thereof, and of the whole of the said originals, and that the said Power of Attorney has not been revoked and is now i n

full force and effect

t' , TESTIMONY WHEREOF J have hereunto set FY hand this 12th day of Q R:::-- L --~ A,,;.an ..19 .93 ~

-JdVl~ II~~ o.A.J ~) 71
~ ~ .

]1,\ IS tftJ btrl~ 8,u ~\)J; rYo.J !~~ .Assistant Secretary
{).,1"\6 r.rf 0-- rJ-'~lJ /-0 '()f' '§! Pat ~oehnng

Photo-
copies. carbon copies or other ~productions of this document are invalid and not binding upon the Company.
ANY INSTRUMENT ISSUED IN EXCESS OF mE PENALlY AMOUNT STATED ABOVE IS TOTALLY VOID AND WffHOlJT
VALIDI1Y-

Notary Public, Denver County. Colorado



Illustration 7
(II.C.7)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

DECISION

Lease Serial No.:P:rincipal:

Bond Amount:

Bond Number:

Surety:
Execution Date:

Individual Lease Suretv Bond Accepted

The bond described above has been examined and found satisfactory.

IDate) .The bond covers

operations conducted by or on behalf of the principal on lease

Therefore, it is ~ccepted effective

[Serial Number} .

Authorized Officer

Distribution:
Principal
Surety (c/o Attorney-in-fact)
Field Office Operations
Lease Case File



Illustration 8
(III.A)

BLM Bond No. :

Surety Bond No.

RIDER

In consideration for the payment of any additional premium charged for this
rider and the acceptance of this rider by the Bureau of Land Management on
behalf of the United States of America, the undersigned principal and surety
hereby extend the coverage of Bond No. , to all of the
principal's holdings of Federal oil and gas leases under the Mineral Leasing
Act of February 25, 1920, and the Mineral Leasing Act for Acquired Lands of
August 7, 1947, and other oil and gas leasing authorities as applicable, for
the States listed in Schedule A of the original bond, or as added thereto by
riders, or, in the event this bond is in the amount of $150,000 or more, for
all of the United States, including Alaska (except the National Petroleum
Reserve in Alaska (NPR-A) unless a rider sufficient to bring the amount in
conformance with 43 CFR 3134 has been provided) ; provided, however, that
this rider shall not act to increase the actual cumulative or potential
liability of the surety above the face amount of the bond, to wit:

DollaIs ($

Executed this day of , 19--

Witness and Address

Witness and Address Surety



Illustration 8
(III.A)

BLM Bond No. :

Surety Bond No.

RIDER

In consideration for the payment of any additional premium charged for this
rider and the acceptance of this rider by the Bureau of Land Management on
behalf of the United States of America, the undersigned principal and surety
hereby extend the coverage of Bond No. , to all of the
principal's holdings of Federal oil and gas leases under the Mineral Leasing
Act of February 25, 1920, and the Mineral Leasing Act for Acquired Lands of
August 7, 1947, and other oil and gas leasing authorities as applicable, for
the States listed in Schedule A of the original bond, or as added thereto by
riders, or, in the event this bond is in the amount of $150,000 or more, for
all of the United States, including Alaska (except the National Petroleum
Reserve in Alaska (NPR-A) unless a rider sufficient to bring the amount in
conformance with 43 CFR 3134 has been provided) ; provided, however, that
this rider shall not act to increase the actual cumulative or potential
liability of the surety above the face amount of the bond, to wit:

DollaIs ($

Executed this day of , 19--

Witness and Address

Witness and Address Surety



Illustration 9, Page 1
(III.A.5)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.
DECISION

Principal: Surety Bond Number:Smith Petroleum Corp.
123 Main Street
Any town, NY 12345

AB12345

Bond Amount:

XYZ Insurance Company
579 Jones Street
Any town, MY 10005

Execution Date:Surety:

$150.000 Nationwide Oil and Gas Bond and Rider AcceDted

The bond described above was filed in this office (Date). A rider was
also received on the same date adding the following limited partnerships,
with Smith Petroleum Corp. as the General Partner, as co-principals on the
subject bond:

smith 1981-8 Income Royalty, Ltd.
Smith 1982-A Income Royalty, Ltd.
Smith 1982-8 Income Royalty, Ltd.
Smith 1983-A Income, Ltd.
Smith 1983-8 Income, Ltd.
Smith 1983-C Income, Ltd.
smith 1983-D Income, Ltd.
Smith 1983.E Income, Ltd.
Smith Operating Company, L.P.

The rider to the bond states that Smith Petroleum Corp. is solely liable and
responsible for the operations and obligations of the above referenced
limited partnerships.

The bond will be maintained by this office. The bond constitutes coverage
of all operations conducted by or on behalf of the principals on all Federal
leases except those in the National Petroleum Reserve in Alaska (NPR-A) .
The bond provides coverage of the principal where the cited co-principals
have an interest .in, and/or responsibility for operations on, leases issued
under the authority of any of the Acts cited on the bond form. Federal
leases do not include Indian leases.

The bond and rider have been examined, found to be satisfactory, and are
accepted as of (Date) .



Illustration 9, Page 2

2

We specifically call your attention to the fact that this bond now provides
coverage for all the co-principals, either jointly or individually, as long
as the ownership relationships remain the same.

Authorized Officer

Distribution:
Principals
Surety (c/o Attorney-in-f~ct)
BLM Field Office ODerations



IllustrationlO
(III.B.3d)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

Memorandum

To:

From:

State Director, Fluid Minerals Ad'udication Code

Authorized Officer (Fluid Minerals Adiudication Code)

(Type) oil and Gas Bond, (Principal)Subject:

The attached oil and gas bond (or rider) was filed in our office on

(Date)

(Name} and, therefore, isbond covers only the State of

forwarded to your office for acc~ptance

OR

Attachment
Original Bond

Distribution:
Surety {c/o Attorney-in-fact)
Principal
Appropriate State Office



IllustrationlO
(III.B.3d)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

Memorandum

To:

From:

State Director, Fluid Minerals Ad'udication Code

Authorized Officer (Fluid Minerals Adiudication Code)

(Type) oil and Gas Bond, (Principal)Subject:

The attached oil and gas bond (or rider) was filed in our office on

(Date)

(Name} and, therefore, isbond covers only the State of

forwarded to your office for acc~ptance

OR

Attachment
Original Bond

Distribution:
Surety {c/o Attorney-in-fact)
Principal
Appropriate State Office



Illustration 11
(III.B.6)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

DECISION

Surety Bond NumberPrincipal:

Bond Amount

Execution Date:
Surety:

Statewide/Nationwide oil and Gas Suretv Bond Acceoted

The bond described above has been examined and found satisfactory. It is
accepted effective (Date) .

The bond constitutes coverage of all operations conducted by or on behalf of
the principal on *Federal leases in the State of (Name) .The bond
provides coverage of the principal where that principal has interest in,
and/or responsibility for operations on, leases issued under the authority
of any of the Acts cited on the bond form. Federal leases do not include
Indian leases.

The bond will be maintained by this office. Termination of liability under
the bond will be permitted only after this office is satisfied that there is
no outstanding liability on the bond or satisfactory replacement bonding
coverage is furnished.

Authorized Office~

Distribution:
Principal
Surety {c/o Attorney-in-fact)

If a nationwide bond, replace wording with *all Federal leases
except those in the National Petroleum Reserve in Alaska (NPR-A)

*~:



Illustration 12
(IV.A)

BLM Bond No.:
Surety Bond No

RIDER

In consideration for any additional premium charged for this rider and the
acceptance of this rider by the Bureau of Land Management on behalf of the
United States of America, the undersigned principal and surety hereby extend
the coverage of the bond to include all obligations of the principal under
the {Name) Unit Agreement No. {Serial No.) and all the obligations of
the lessees of the Federal oil and gas leases committed to such unit
agreement. The principal and surety agree to remain bound for the failure
to comply with any terms and conditions of the unit agreement and the leases
now or hereafter committed thereto, including but not limited to the payment
of rentals and royalties (including interest, penalties, and assessments)
due, and the obligation to plug and abandon properly all wells drilled on
such leases under the unit agreement. Provided, however, that termination
or contraction of the unit agreement shall not cause any diminution of the
principal's or surety's obligation with respect to lease obligations
incurred during the existence of such unit agreement; and provided, however,
that this rider shall not increase the cumulative or potential liability of
the surety above the face amount of the bond as herein stated or later
increased; and provided, however, that any such limitation on the part of
the surety shall not apply to the principal's obligations to comply with the
terms and conditions of all leases committed to the unit agreement, either
presently or hereafter.

Executed the -dayof , 19,

Witness and Address
-

Principal and Title

Witness and Address Address

Witness and Address Surety

Witness and Address Address



Illustration 13
(IV.C.7)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

DECISION

Surety Bond Number:PIincipal:

Bond Amount:

Execution Date:
*Surety

Unit Name:

Unit Bond Accepted

The bond described above has been examined and found satisfactory, and is
accepted effective (Date) .

The coverage of the bond extends to all operations of the principal, as unit
operator, on Federal leases committed to the unit named above. As long as
the BLM authorized officer determines that the amount of the bond is
adequate to cover the unit operations, individual or statewide or nationwide
bonds from the working interest owners of particular leases committed to the
unit will not be necessary for unit operations.

The bond will be maintained by this office. Termination of liability under
the bond will be permitted only after this office is satisfied that there is
no outstanding liability on the bond or satisfactory replacement bonding
coverage is furnished.

Authorized Officer

Distribution:
Principal
Surety (c/o Attorney-in-fact)
Field Office Operations

*~: Although the above format is for a surety bond, this decision format
also may be used for a unit operator submitting a personal unit bond
secured by guaranteed remittances, a letter of credit, certificate
of deposit, or negotiable Treasury securities. The acceptance of
the personal unit bond should be similar in format to Illustration
29, with the language of the second paragraph, above, replacing the
coverage provisions shown in Illustration 29.



Illustration 14, Page 1
(V.B)

IRREVOCABLE LETTER OF CREDIT Issuing Financial
Institution

Address
City, State, Zip Code:
Telephone No.

(filled in by bank)No. :

Date Issued(completed by BLM)Date Filed:

Gentlemen:

On behalf of (Name and address of the oartv reau~~~ina a fi~~ncial
institution to issue the Letter of Credit, as Obligor, we (Name of
Financial Institution hereafter referred to as "bank" , establish an
irrevocable Letter of Credit in favor of the Bureau of Land Management (BLM)
and agree to pay upon demand by and to the Department of the Interior-Bureau
of Land Management (BLM), up to an aggregate amount of (Amount written out)
Dollars (S in fiqures), upon receipt of a written demand therefor byan
authorized officer of the BLM retaining the personal bond of the Obligor
whose bond this Letter of Credit serves as security pursuant to 43 CFR

section 3104.1.

This Letter of Credit is effective (Date) , and will expire (Date) at
s ecifv either the close of business or midni ht of a articular da ,

whichever is the acceptable practice of the bank) .(Date. which must be at
l~ast 1.vear from ~he effe~tive date :9r the dat~.the L~~~er.li2~ Cr~d~t~~~
filed with ELM. whichever i§ later) ; however, thlS credlt wlll automatlcally
be extended for periods of (1 vear or such lonaer oeriogs a§ mav be
determined bv the bank) from any such scheduled expiration date, as
originally scheduled or as automatically extended by this provision, unless
90 days prior to such date, we notify the ELM office originally accepting
this Letter of Credit, by certified Mail--Return Receipt Requested, that we
elect to not renew this Letter for such additional period.

Upon receipt by the ELM of such a notice from us not to renew this Letter,
ELM may draw on us at sight for up to the amount of this Letter of Credit,
prior to the expiration thereof, provided that such draft is accompanied by
a statement signed by the BLM to the effect that no satisfactory replacement
bond has been provided by the Obligor prior to 30 days before this Letter of
Credit expires, pursuant to 43 CFR 3104.1(c) (5) (ii) .

It is also understood that, at any time this Letter of Credit is in effect,
the BLM may draw on this Letter of Credit for any amount, up to the full
amount of this Letter, to cover any default in obligations covered by the
bond, including but not limited to, rentals, royalties, and appropriate
reclamation of lands associated with development of oil and gas in any
Federal lease{s) to which the bond applies. Such drawing shall be
accompanied by a statement signed by the BLM to the effect that the Obligor
has been determined to be in default and the amount drawn represents the
reasonable amount, as determined by BLM, of such default.
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ATTEST:
Title:

NAME OF FINANCIAL INSTITUTION

BY:
(Type in Name and Title of Officer)

~:



-:CLL..l.lSrL-l+-r,#0"' 1$} ~ /

.:Jr. 8. l/-.J .

DECISION

Cockrel1 Oil Corporation
1600 Saitn Street. Suite 4600

Houston, n 77002

)
)
)
)
)
)
)

Obligor:

Oil & Gas Bond

llnaneial Institution: Rank. One. Texas N.A.
910 rrav18
aouston. TX 77002

Stat,~wide Personal Bon:1 and Letter of Credit Accepted
--

On May 20. 1991. we received $25.000 Irrevocable Letter of Credit (LOC)
No.12698 lssued by the financial institution aaaed above to secure a
statewide personal bond for the above obl18or. The bond and letter of credit
have been examined and found acceptable; tberefore. toe bond is accepted

effectlv~ May 20.1991.

The pledge for the bond is a LaC written by the finaoeial institution named
above. ~he document will De retained by tbe Bk~ until ~l te~s and
conditions of the lease have been fulfilled or until a satisfactocy
replacement bond bas been accepted, at whicb time the LOC will be returned to
the financial lns.titution.

The LOC will continue indefinitely in the absence of notice from the financial
institution of a determination not to renew it; such a notice 8USt be receive~
iD this office at least 90 days prior to the original expiration date of
l~y 15,1992. or the autoaatic extensioD date. falling OD the Sa8e day in
subsequent years. A copy of such notice sbould also be provided to the
obligor. vbo would tbea be responalbl.. for prov1d1ag a replace~nt 8ecurity to
the aLM. Unles. tne obligor provides a satiafactory replace..nt boad at least
30 days prior to the then fixed expiration date. BLH will demaad that the
financiallnstitution pay the full &80UDt of the credit to en8ure continuing
bond coverage of the oblIgor. Any such fuDd8 tbua obtained vill be retained .
So long as none are required to correct defaults. until the boad 18 no louger
required or ;1n,ti1 replacement bond coverage is accepted by the m.M.

Secause LOC No 126)8 states that the credit will not autoaatically extend
beyond 14ay IS, 1996, the financial institution will be expected to ~~ti!~-~his
office. 90 days prior to that date, tnat i8, no later thaB february lS, 199~,
as to whether or not it will extend the LOC for additional time periods beyond
May t5. 1996. As discussed in the preceeding paragraph. If the financial
Institution elects not to renew the LOC, the obligor mu8t furnish a
replaceaent security no later than April 15, 1996, or the bank must pay the

full amount of the LOC to BLM.
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ILK BotMl. Ho .

WY2463 (923k)

Page 2

The statewide bonli will be -lntaiued by this office and sbould be referenced
in all correspond,ence .8 iLM Bond No. WY2463. Tba boDd con8titutes coverale
of all operation., includinc unit operations, conducted by or on behalf of the
oblilor on rederal leases in the State of Wyoa1ng. The boDd provide8 coverale
of the obligor wbere tbat obligor has interest in, and/or ra8ponsibility for
operations on, lease. issued under the authority of any of the Acts cited on
the bond form. Ple88e note that federallea.e8 do not iDclude Indian leases.

/8/ BEVERL y ...PO I cc-i

Beverly J. Poteet

Supervisory Land Law Exasiner

c:c::
riegotiable Sec:urjltie8 Custodian, (S. Tokarc:zyk, SC-615)

TSTEVENS:6/11/91::0232n. pp. 1 & 2
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INrERNATIONAL BANKING DEPAR.TM

P.o. Bos 30709
Salt l..ake City. Utah 84130 U.S.A.

Telephone: 801/524-4916
Telex: 3789475 Answerback: INTBKZIONS SLC
swirl Code: ZFNBUS55

~f'f.iy.f{.;""I,;.:,... " 'c,-: "';.;~j...,':,;;~e?f':C-';;fc:c"'~~",.~
ZIONS c

FIRST N A TI O N AL BANK

ESTA.LIIHKD 187:!

IRREVOCABLE'LE"rTER OF CREDIT
"

r I
itll.JII.~ I .~::'tl.) J

DATE:

N~ 004483LETTER OF CREDIT NO.:

BL ~1

I~HIEF t.1It4EflHI.S AOJUDJCATI011 SE(:l Irjt4

~24 SOIJTH STATE ETREEr

SI.1J.TE 3(11
I;'. IT L ."... f: r. IT " II T /\ II 1;,11.
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Gentlemen:

We hereby establish our jrrrevocable Letter of Credit in your favor for the account of
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s 11311Tavailable by your draft(s) dra~'n at

on Zions First National Bank, :Salt Lake City, Utah accompanied by:
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Iii~~ IRREVOCABLE LETTER OF CREDIT ~ I
/ O First Inter8tate Bank of Utah, N.A.

180 South Main StreetI tS Salt Lake City, Utah 84101 '.1 !

I~, .First Interstate Bank (801) ~50.7046 .li
l;; Jul1e Hansen : ,

.~ United States ~partrnent of the Interior '.;

I:G Bureau of Land Management ;,
!, ~ 324 South State, #301 .:-.:= ~~ ~
I~ Salt Lake City, UT 84111-2303
.~
.~ :
: f; Reference Lease #U-IO166
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~LACES OUR #279a- ~& PART .
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All drahs drawn musl ~ marked

'Drawn Under F,rstlnterslale Bank 01 Utah N A L,JI'er ,,1 C'edlt No 2879
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ACCOUNT OF

UP TO THE AGGREGATE AMOUNT OF
***$10,000.00******

AVAiLABLE BY Y('UR DRAFTS AT. ..sight. ON
First Interstate Bank of Utah, N.A.

AND ACCOMPANIED BY DOCUMENTS SPECIFIED
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Your signed statement certifying that there has been an event of default
under the terms of the Oil and Gas Lease Bond; OR, your signed statement
certifying that M & M Operating has failed to furnish an acceptable
substitute bond at least 30 days prior to the expiration of the Letter
of Credit -due to the Bank having given proper 90 day notice of intent not
to renew the Letter of Credit.

This Letter of Credit shall be automatically extended without amendment for
an additional period of one year from the present or each future expiration
date unless we (Bank) notify you by certified, courier express, or hand-

!31P delivered mail not less than 90 days before such expiration date that we
II~ elect not to renew this Letter of Credit. ~
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WE HEREBY AGREE WITH BONA FIDE HOLDERS THAT ALL DRAFTS DRAWN UNDER AND IN COMPliANCE WITH IHE TERMS OF THIS CREDIT SHALL MEET WITH

DUE HONOR UPON PRESENTATION AND DEliVERY OF DOCUMENTS AS SPECIFIED TO THE DRAWEE IF DRAWN AND PRESENTED FOR NEGOTIATION ON OR BEFORE

S~tember 25. 19~or any automatically extended date as

hereinbefore set forth. Very Truly YOurs

Th,5 cledll 15 5ub,ecl 10 the Unolorm CU510ms and Pracllce lor

Documenlary cred.15 (1983 revISIon). Inlernallonal Chamber 01

Commerce PublIcallOn no 400
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First Interstate Bank of Utah, N.A.
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We hereby establish out Irrevocable Letter of Credit in your favor for the account'of
I; " .1" I

GARY MOON DBA COYOTE OIL, 3376 SOUTH VERNAL AVENUE, VERt~AL, UTAH

USDlO,OOO.OOup to the aggregate amount of

I "
available by your draft(s) drawn at SIGHT

..
on Zions First National Bank, Salt Lake City. Utah accompanied by

.
A 8TATEHENT SIGNED BY AN AUTHORIZED OFFICER OF THE BLM TO THE EFFECT THAT GARY MOON

DBA COYOTE OIL HAS BEEN DETERMINED TO BE IN DEFAULT AND THE AMOUNT DRAWN REPRESENTS THE

REASONABLE AMOUNT AS DETERMINED BY BLM OF SUCH DEFAULT.

THIS CREDIT WILL AUTOMATICALLY BE EXTENOED FOR PERIODS OF ONE YEAR FROM SCHEOULEO

EXPIRATION 'DATE, AS ORIGINALLY SCHEDULED OR AS AUTOMATICALLY EXTENDED BY THIS

PROVISION, UNLESS 90 DAYS PRIOR TO SUCH DATE, WE NOTIFY THE BLM OFFICE ORIGINALLY

ACCEPTING THIS LETTER BY CERTIFIED MAIL-RETlIRN RECEIPT REQUESTED, THAT WE ELECT NOT TO

RENEW THIS LETTER F.OR SIJCH ADDITIONAL. PERIOD.

UPON RECEIPT BY THE BLM OF SUCH A NOTICE FROM US NOT TO RENEW THIS LETTER, BLM MAY

DRAW ON US AT SIGHT FOR UP TO THE AMOUNT OF THIS LETTER OF CREDIT, PRIOR TO THE

EXPIRATION'THEREOF, PROVIDED THAT SUCH DRAFT IS ACCOMPANIED BY A STATEMENT SIGNED BY AN

'AUTHORIZED OFFICER OF THE BLM TO THE EFFECT THAT NO SATISFACTORY REPLACEMENT BOND HAS

BEEN PROVIDED BY GARY "OON DBA COYOTE OIL PRIOR TO 30 DAYS BEFORE THIS LETTER OF CREDIT

EXPIRES, PURSUANT TO 43 CFR 3104.1(c) (5) (ii).

**************

~

Ve hereby agree with draweJ"S, endorsers and bona fide holders that all drafts drawn under and in comp-
.ce with the terms of this credit will be duly honored upon presentation and delivery of documents as

specified to the drawee if drawn and presented for negotiation on or before OCT OBER (I 1 , 1991 * at our bank.

*OR ANY AUTOMATICALLY EXTENDED'OATE, AS HEREINBEFORE SET FORTH

.Th~ A.m~unt and ()at~ (Ir Each Negotiatinn MU5t Be I~ndorsed on the Rack Ilereof hy VeIV Trul y Youu.. ~
the Nc:gollatlllg !I;lIlk. I', r1' " ~ -"

...'.hi. {.r~,I;. ;. h;~~. .~ .1.- .11-:r--- "'.-- .



Illustration 16, Page 1
(V.B.4f)

UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD -ADDRESS)

3104 (Office Code)

REGISTERED MAIL--RETURN RECEIPT REQUESTED

DECISION

Obligor:

oil and Gas Bond

Financial Institution: Letter of Credit

Letter of Credit Returned as UnacceDtable

The letter of credit filed in this office by or on behalf of the obligor on
(Date) , in connection with the effort to (Bo~~ the aQove-Teferenced lease}
Provide bond covera e for all leases nationwide or in the State s of

(Name}) is hereby returned as unacceptable to the financial institution for
the following reason(s) :

Insufficient amount; the credit should be in the amount of $
to provide the bond coverage required.

Insufficient proof is provided that the financial institution
issuing the letter has federally insured deposits.

The letter of credit is not properly payable to the Department of
the Interior-Bureau of Land Management.

The letter of credit was executed prior to June 17, 1988; use of
such letters of credit for Federal oil and gas leases was not
authorized at the time.

The initial expiration date of the letter of credit is (Date\ ,
which is less than 1 year following the filing of the letter of
credit; accordingly, the letter is unacceptable
(see 43 CFR 3104.1(c) .

The letter of credit fails to provide for automatic renewal of
the credit for periods of not less than 1 year in the absence of
a receipt by the authorized officer from the financial institution
of a timely (90-day) notice of intent not to renew.

The letter allows termination of the credit at its expiration date
with less than the 90-day notice required by 43 CFR 3104.1(c) (5) .
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2

The letter of credit fails to provide the Bureau of Land Management
the right to collect the credit for either default by the obligor
or a failure by the obligor to provide replacement bond coverage
in the event of a 90-day notice from the financial institution of
its intent not to renew the credit.

Other (specify) .

If the indicated deficiency(ies) is corrected, this office will process the
bond toward acceptance. The original bond will be held for 60 days; if an
earlier request for its return is received or if the necessary corrections
to the letter of credit have not been furnished by that time, this office
will return the original bond to the obligor.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1) .

Authorized Officer

2 Attachments
1 -Letter of Credit (To Financial Institution)

2 -Form 1842-1

Distribution:
Obligor
Financial Institution
Lease Case File (if individual bond)



Illustration 17, Page 1
(V.B.6)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

DECISION

Obligor: Lease Serial Number:

Bond Amount:

Financial Institution Execution Date:

Personal Bond and Letter of Credit AcceDted for Individual Lease

On (Date) , this office received a personal bond and a Letter of
Credit (LOC) in the amount of $10,000 for coverage of all operations
conducted by or on behalf of the obligor on lease (Serial No.) .The bond
and LOC have been examined and found acceptable; therefore, the bond is
accepted effective (Date) .

The pledge for the bond is a LOC written by the financial institution
named above. The document will be retained by the ELM until all terms
and conditions of the lease have been fulfilled or until a satisfactory
replacement bond has been accepted. The LOC will be returned to the
financia; institution when this office deteImines that the bond is no longer
required.

The LOC will continue indefinitely in the absence of notice from the
financial institution of its determination not to renew the letter. Such a
notice must be Ieceived in this office at least 90 days prior to the
original expiration date of (Date} , or the automatic extension dates
falling on the same day in subsequent years. A copy of such notice also
needs to be provided to the obligor, who would then be responsible for
providing a replacement security to the BLM. Unless the obligor provides a
satisfactory replacement bond at least 30 days prior to the then fixed
expiration date, BLM will demand that the financial institution pay the full
amount of the credit to ensure continuing bond coverage of the
obligor. Any such funds thus obtained will be retained, as long as none are
required to correct defaults, until the bond is no longer required or until
replacement bond coverage is accepted by the BLM.
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NQ.Ig: Add the following paragraph if the LOC has a drop dead clause:

Authorized Officer

Distribution:
Obligor
Financial Institution
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{V. B .6 )
UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

{LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

DECISION

Obligor:

Bond Amount

Execution Date
Financial Institution:

Statewide Nationwide Personal Bond and Letter of Credit Acce ted

On (Date) , this office received a personal bond and a Letter of
Credit (LOC) in the amount of ($150,000 for nationwide bond coverage) ,
($25,000 for statewide bond coverage in the State of (Name) ) for the above
obligor. The bond and LOC have been examined and found acceptable;
therefore, the bond is accepted effective (Date) .

The pledge for the bond isa LOC written by the financial institution named
above. The ,document will be retained by the BLM until all terms and
conditions of the lease have been fulfilled or until a satisfactory
replacement bond has been accepted. The LOC will be returned to the
financial institution when this office determines that the bond is no longer
required.

The LOC will continue indefinitely in the absence of notice from the
financial institution of its determination not to renew the letter. Such a
notice must be received in this office at least 90 days prior to the
original expiration date of (Date) , or the automatic extension dates
falling on the same day in subsequent years. A copy of such notice also
needs to be provided to the obligor, who would then be responsible for
providing a replacement security with the BLM. Unless the obligor provides
a satisfactory replacement bond at least 30 days prior to the then fixed
expiration date, BLM will demand that the financial institution pay the full
amount of the credit to ensure continuing bond coverage of the obligor. Any
such funds thus obtained will be retained, as long as none are required to
correct defaults, until the bond is no longer required or until replacement
bond coverage is accepted by the BLM.
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The bond will be maintained by this office. The bond constitutes coverage
of all operations conducted by or on behalf of the obligor on Federal leases
(*nationwide, or in the State of (Name») .The bond provides coverage of the
obligor where that obligor has interest in, and/or responsibility for
operations on, leases issued under the authority of any of the Acts cited on
the bond form. Please note that Federal leases do not include Indian
leases.

NQIg: Add the following paragraph if the LOC has a drop dead clause:

Because LOC (Number) states that the credit will not automatically extend
beyond (Date) , the financial institution will be expected to notify this
office at least 90 days prior to that date as to whether it will extend the
LOC for additional time periods beyond (Date) .As indicated in the
preceeding paragraph, if the financial institution elects to not renew the
LOC, the obligor must furnish a replacement security no later than (Date) ,
or the bank must pay the full amount of the LOC to the BLM.

Authorized Officer

DistJ:ibution:
ObligoJ:
Financial Institution

*NQIf;: If a nationwide bond, replace wording with *all Federal leases
except those in the National Petroleum Reserve in Alaska (NPR-A)
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(V.B.10)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

REGISTERED MAIL. RETURN RECEIPT REQUESTED

DECISION

Obligor:

Oil and Gas Bond
Financial Institution:

ReDlacement Bond Securitv Reauired

Effective (Date) , this office accepted $ Irrevocable Letter
of Credit No. to secure a personal (lease. statewide. nationwide.
etc.) oil and gas bond filed by the above obligor. The acceptance decision
stated: "The letter of credit will continue indefinitely in the absence of
notice from the financial institution of its determination not to renew the
letter. Such a notice must be received by this office at least 90 days
prior to the original expiration date of (Date) ."

On (Date) , we received timely notification from the financial
institution named above that it will not renew Letter of Credit No.

Therefore, you are hereby requested to provide a replacement security in the
amount of $ at least 30 days prior to the letter of credit's
original expiration date of (Date) , that is, no later than (Date) .

In accordance with regulations at 43 CFR 3104.1(5) (ii), if a replacement
security is not received in this office on or before (Date) , this office
will demand that the financial institution named above pay the full amount
of Letter of Credit No. to insure continuing coverage of the
obligor named above. Such funds will be retained in our suspense account,
with no interest accruing to the obligor, until the bond coverage is no
longer required or until the obligor furnishes another replacement security.
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If there are any questions prior to providing this replacement security,
please contact {Name of State Office contact Derson) at the address shown on
the letterhead above, or call {Commercial teleDhone number) .

Authorized Officer

Distribution:
Obligor
Financial Institution
Lease Case File (if individual bond)
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(V.B.ll)UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.
REGISTERED MAIL -RETURN RECEIPT REQUESTED

DECISION
Obligor:

Oil and Gas Bond
Financial Institution:

Payment of Irrevocable Letter of Credit Demanded

On (Date) , we received timely notification from the financial institution
named above that it will not renew Irrevocable Letter of Credit No. ,
which currently secures a personal (l~ase.- statewide. nationwide. et~ bond
for the above obligor. Our decision dated (Date) , copyenclosed,
requested that the above obligor provide a replacement security for bond
coverage in the amount of $ at least 30 days prior to the letter
of credit's original expiration date of (Date) , that is, no later than

(Date) .To date, no replacement security for bond coverage has been
received.

Therefore, in accordance with regulations at 43 CFR 3104.1(5) (ii), and the
terms of the letter of credit, enclosed with this decision is our payment
draft and the original Letter of Credit No. ..By the submission of
these documents, BLM hereby demands that the financial institution named
above pay the full amount of Letter of Credit No. to this office at
the address shown on the letterhead above. The funds will be deposited and
retained in our suspense account, with no interest accruing to the obligor,
to insure continuing bond coverage of the obligor until this coverage is no
longer required or until the obligor furnishes a replacement security.

If there are any questions about this matter, please contact (Name of State
Office contact) at the address shown on the above letterhead, or call
{Commercial teleohone number) .

Authorized Officer

Attachment

Distribution:
Obligor
Financial Institution
Lease Case File (if individual bond)
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

DECLSION

Obligor:

Oil and Gas Bond
Financial Institution:

Demand for Payment of Letter of Credit Rescinded

On (Date) , we received $ Irrevocable Letter of Credit No. ,
from the financial institution named above, to replace $ Letter of
Credit No. , issued by (Name of Financial Institution) on behalf of
the same obligor. Because that letter of credit expired on (Date), this
office issued and forwarded an envelope draft, a decision demanding payment
under the letter of credit, and the original Letter of Credit No. , to
the above financial institution for payment.

We hereby rescind our demand for payment under Letter of Credit No.
because of the receipt of an acceptable $ replacement letter of
credit on (Date) .We request that you return the original Letter of
Credit No. to the obligor, and our demand for payment to this office
at the address shown on the letterhead above.

Because the replacement security was received on the expiration date of the
original letter of credit, this recision is being telefaxed to the above
financial institution to prevent payment of the $ , with a
confirmation copy to follow.

Authorized Officer

Distribution:
Obligor
Financial Institution
Lease Case File (if individual bond)
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(V.B.12)UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

DECISION

Obligor

Oil and Gas BondFinancial Institution:

Authorized Officer

Attachment (financial institution only)

Distribution:
Obligor
Financial Institution
Negotiable Securities Custodian (BC-610)
Lease Case File (if individual bond)
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UNITEp STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

REGISTERED MAIL--RETURN RECEIPT REQUESTED

DECISION

Obligor:

Oil and Gas Bond

Financial Institution: certificate of Deposit

Certificate of Deposit Returned as Unacceptable

The certificate of deposit filed in this office by or on behalf of the
obligor on (Date} , in connection with an effort to bond (Lease serial
number} (Provide bond coveraqe for all leases nationwide. or in the State(s}
of (Name}} is hereby returned as unacceptable for the following reasons:

Insufficient amount; the certificate of deposit should be in the
amount of $ to provide the bond coverage required.

Insufficient proof was provided that the financial institution
issuing the certificate of deposit has federally insured deposits.

The certificate of deposit is not properly payable to the
Department of the Interior-BLM.

The certificate of deposit has not been properly assigned so as to
be payable to the Department of the Interior-BLM.

Insufficient evidence was provided that the issuing financial
institution is aware of the assignment of the certificate to the
Department of the Interior-BLM, and has no objection thereto.

The certificate of deposit restricts the indefinite right of the
ELM to collect the principal in the event of a default (E.G., by
requiring collection of the principal on or before June 1, 19xx) .
Therefore, the certificate is unacceptable.

The certificate of deposit fails to prevent redemption of the
principal amount by the obligor without the consent of the ELM.
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Other (specify)

If the indicated deficiency(ies) is corrected, this office will process the
bond toward acceptance. We will hold the original bond for 60 days. If an
earlier request for return of the bond is received, or if the necessary
corrections have not been furnished by that time, we will return the
original bond to the obligor.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1)

Authorized Officer

2 Attachments
1 -Certificate of Deposit (To Obligor)

2 -Form 1842-1

Distribution:
Obligor
Financial Institution
Lease Case File (if individual bond)
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(V. C. 5 )
UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

DECISION

Obligor Lease Serial No

Bond Amount:

Financial Institution: Execution Date

Personal Bond and Certificate of DeDosit AcceDted
for Individual Lease

On (Date) , this office received a personal bond and a certificate of
deposit (CD) in the amount of $10,000 for coverage of all operations
conducted by or on behalf of the obligor on lease (Serial No.) .The bond
and CD have been examined and found acceptable; therefore, the bond is
accepted effective (Date) .

The pledge for the bond is a CD written by the financial institution named
above. The document will be retained by the BLM until all terms and
.conditions of the lease have b~en fulfilled or until a satisfactory
replacement bond has been accepted. If the term of the CD expires prior to
release or replacement of the bond, the obligor may obtain the return of the
certificate only by providing a replacement certificate made payable to the
Department of the Interior-BLM, and bearing interest payable to the obligor
or some other party. Otherwise, the certificate will be redeemed or
retained for potential redemption to guarantee fulfillment of the obligor's
obligations on lease (Serial No,) .

Authorized Officer

Distribution:
Obligor
Financial Institution
Lease Case File
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(V.C.5)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

{LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

DECISION
Obligor:

Certificate of Deposit

Bond Amount:
Financial Institution:

Statewide/Nationwide Personal Bond and certificate of Deposit Accepted

On (Date) , this office received a personal bond and a certificate of
deposit (CD) in the amount of (S150.000 for nationwide bond coveraqe)
(S25.000 to secure a statewide bond for the State of (Name)) for the above
obligor. The bond and certificate of deposit have been examined and found
acceptable. Therefore, the bond is accepted effective (Date) .

The pledge for the bond is a CD written by the financial institution named
above. The document will be retained by the BLM until all terms and
conditions of the lease have been fulfilled or until a satisfactory
replacement bond has been accepted by the BLM. If the term of the CD
expires prior to release or replacement of the bond, the obligor may obtain
the return of the certificate only by providing a replacement certificate
made payable to the Department of the Interior-BLM, and bearing interest
payable to the obligor or another designated party. Otherwise, the
certificate will be redeemed or retained for potential redemption to
guarantee fulfillment of the obligor's obligations on Federal leases
(*nationwide) (in the State of (Name)) .

The bond will be maintained by this office. The bond constitutes coverage
of all operations conducted by or on behalf of the obligor on Federal leases
(*nationwide) (in the State of (Name)) .The bond provides coverage of the
obligor where that obligor has interest in, and/or
responsibility for operations on, leases issued under the authority of any
of the Acts cited on the bond form. Please note that Federal leases do not
include Indian leases.

Authorized Officer

Distribution:
Obligor
Financial Institution

*~: If a nationwide bond, replace wording with *all Federal leases
except those in the National Petroleum Reserve in Alaska (NPR-A)
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INFORMAT]:ON SHEET ON BONDS SECURED BY U.S. TREASURY SECURITIES

The following procedures are to assist the applicant in obtaining a
u.s. Treasury Bill, Note, OI Bond to be used as secuIity fOI bond coveIage
requiIed by the BuIeau of Land Management (BLM) I DepaItment of the InteIior.
Instead of being transfeIIed to the BLM's book-entIy account thIough the
Federal ReseIve Bank (FRB) as in the past, secuIities will now be held in a
Circular 154, U.S. GoveInment Account NumbeI 11, undeI the obligoI's
depositoIy financial institution's (bank's) American Bankers Associatiori
(ABA) number with the FRB. Once the security is transferIed into the
Circular 154 Account Number 11, neitheI the obligoI noI the bank will be
able to access the secuIity without the BLM providing authorization to the
FRB to do so.

Therefore, when you as the obligor contact your bank to purchase a
negotiable u.s. Treasury security, you need to send the following to the ELM
office responsible for administering the lease(s) for which the bond is
being provided as soon as possible:

Your name and address1

2. The serial number of the oil and gas lease (or a statement that the
bond is for statewide, nationwide, NPR-A, or unit coverage) .

The type of Treasury security purchased (Bill, Bond, or Note) .3

4. The par amount of the security, the interest rate and maturity date
of the security.

5. The Committee on Uniform Securities Identification Procedures (CUSIP)
number of the security.

6. The name and mailing address of your bank, along with the name and
telephone number of a contact person, if possible.

7. The depository bank's nine-digit ABA number.

8. The name of the FRB or branch servicing the depository financial
institution.

Upon receipt of the information in Items 1-8, above, the BLM office will
telefax a copy of that information to the BLM Business Center's Negotiable
Securities Custodian. The Negotiable Securities Custodian will then contact
both the servicing FRB or branch and the obligor's bank to authorize the
transfer of the Treasury security to the Circular 154 Account Number 11.

THE OBLIGOR'S FINANCIAL INSTITUTION MUST NOT TRANSFER THE SECURITY TO THE
CIRCULAR 154 ACCOUNT NUMBER 11 UNTIL AUTHORIZATION IS GIVEN BY THE BLM
NEGOTIABLE SECURITIES CUSTODIAN.
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When the Treasury security is transferred to the Circular 154 Account Number
11, the financial institution must include the following information in the
electronic transfer message: "Security pledged to DOI-BLM {Name of Office)
by {Name of Obliqor) for {Lease number. etc.) ." The following is an example
of an acceptable transfer message: "Security pledged to DOI-BLM Wyoming
State Office by Alpha Corporation for oil and Gas Lease WYW12345."

Upon transfer of the negotiable security, the obligor is to provide the
following information, in writing, to the appropriate BLM office:

1. A fully-completed current BLM bond Form 3000-4 (or Form 3000-4a for
geophysical exploration) .A power of attorney which authorizes the
Secretary of the :l;nterior to collect the funds in case of default in the
lease terms as a part of Form 3000-4 (or Form 3000-4a) .

2. A transaction document from your bank to verify that the amount that
you paid for the security, excluding any commission fee and accrued
interest, equals or exceeds the bond amount requirement of the BLM
regulations. A discounted value less than the full amount is not
acceptable. If a Treasury Bill, purchased at a discount, is submitted for
less than the required bond amount, the bonded party must make up the
difference, otherwise the bond will be returned as unacceptable. The
obligor may submit a certified check or cashier's check in the amount of the
deficiency to bring the bond up to the required amount.

The FRE will send the ELM Negotiable Securities Custodian a Statement of
Pledged Activity and/or Acknowledgement of Eook-Entry Deposit to document
that the Treasury security was placed in the ELM Circular 154 Account Number
11, including the date on which the transfer took place. A copy of the
Statement and/or Acknowledgement will be sent to this office by the ELM
Negotiable Securities Custodian.

Upon receipt of the items from the obligor and Negotiable Securities
Custodian, the BLM will notify the obligor with a written decision of the
BLM's acceptance of the negotiable security. The BLM will notify the
obligor in the decision: (1) that the personal bond has been accepted; (2)
the BLM Bond Number assigned to the bond; and (3) the date that bond
coverage is effective. The BLM office will also furnish a copy of its bond
acceptance decision, along with a copy of the "Acknowledgement of Book-Entry
Deposit, Release of Account Transfer," to the Negotiable Securities
Custodian.

Semi-annual interest on Treasury Notes and Bonds will be transferred by the
FRB to the obligor's bank, which will transfer the interest to the obligor
in accordance with an agreement between the obligor and the financial
institution (e.g., deposit the interest to a checking or savings account,
etc.) .The obligor's financial institution will be responsible for sending
a lO99-INT form to the obligor for the inter~st paid the previous calendar
for tax purposes.
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The ELM Negotiable Securities Custodiam will notify the appropriate ELM
office about a maturing Treasury security approximately 90 days before the
maturity date, and the ELM office, in turn, will notify the obligor by
letter that the security is maturing.

If bond coverage is no longer required-upon maturity of the security, or if
acceptable replacement bond coverage is provided before the maturity date of
the security, the ELM office will send a memorandum requesting that the
Negotiable Securities Custodian direct the FRB to transfer the security from
the Circular 154 Account Number 11 to the obligor's bank.

If replacement bond coverage is provided after the maturity date of the
security, the ELM office will send a memorandum to the Negotiable Securities
Custodian requesting that the proceeds of the matured security be
transferred from the Circular 154 Account Number 11 to the obligor's bank
after an acceptable replacement bond has been provided to the ELM office by
the obligor.

If c;:ollection under the bond is necessary due to a default under the terms
of the lease or leases covered by the bond, the ELM will send a memorandum
to the Negotiable Securities Custodian requesting the FRE to transfer the
proceeds of the Treasury secuIity to the ELM. The proceeds of the security
will then be deposited into the ELM office's suspense account to handle the
costs of the default on the lease or leases,

If your bank has any questions about any of the information provided, it
should contact the serving FRB or branch. Any questions concerning the
BLM's procedures may be directed to the ELM Business Center's Negotiable
Securities Custodian, BC-610, Federal Center, Denver, Colorado 80225-0047,
Telephone (303) 236-6325. For information concerning the BLM bond
requirements in general, the obligor may contact (Name and teleDhone number
of the BLM State Office Bond Coordinator) .



Illustr:ation 28
(V.E.ll)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

DECISION

Obligor:

Oil and Gas Personal Bond

Personal Individual Oil and Gas Bond Accepted
Backed bv Neqotiable Treasury Securities

On {Date) , we received a personal bond in the amount of $10,000. A
U.S. Treasury (Note, Bill, or Bond) has been pledged with the Federal
Reserve System to the account of the Department of the Interior-BLM as
security for the individual lease bond, as confirmed by the BLM Business
Center Negotiable Securities Custodian on {Date) .The bond is accepted
effective (Date the securitv was transferred to the Federal Reserve Bank. or
date bond form was filed in State Office. whichever is latest) .

The bond will be maintained by this office. The bond constitutes coverage
of all operations conducted by or on behalf of the obligor on Federal lease
{Serial No.) .The bond provides coverage of the obligor whether he/she
holds an interest in the lease and/or is conducting operations on the lease.

The pledge consists of a United States Treasury (Note, Bill, or Bond), with
an interest rate of percent, maturing (Date) .This negotiable
security will be retained in the account of the Secretary of the
Interior-BLM until (1) this office is satisfied there is no further
requirement for the bond, (2) satisfactory replacement bond coverage is
furnished, or (3) the maturity date of the negotiable security. If the
security is still in the Department of the Interior's account on the
maturity date, the security will be converted to a cash deposit in this
office's suspense account, without any further interest payments to the
obligor, until a final determination is made whether further bond coverage
is required.

Until the security is released or forfeited, regular interest payments will
be made to the obligor by the Federal Reserve Bank until the maturity date.

Authorized Officer

Distribution:
Obligor
Negotiable Securities Custodian (BC-610)
Lease Case File
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(V.E.ll)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No
DECISION

Obligor
Oil and Gas Personal Bond

Personal Statewide/Nationwide Oil and Gas Bond AcceDted
Backed bv Neqotiable Treasurv Securities

On (Date) , we received a personal bond and power of attorney in the amount
of ($25.000} ($150.000} .A U.S. Treasury (Note, Bill, or Bond) has been
pledged with the Federal Reserve System to the account of the Secretary of
the Interior-BLM as security for the (statewide bond} (nationwide bond) , as
confirmed by the BLM Business Center Negotiable Securities Custodian on
(Date) .The bond is accepted effective (Date when the funds were received

b~.tpe Fed~ral Rese~ve Bank. or when bond form was filed in State Office .
whichever is latest} .The bond will be maintained by this office. The bond
constitutes coverage of all operations conducted by or on behalf of the
obligor on Federal leases (*nationwide} (in the State of (Name)) .The bond
provides coverage of the obligor where that obligor has interest in, and/or
responsibility for operations on, leases issued under the authority of any
of the Acts cited on the bond form. Please note that Federal teases do not
include Indian leases.

The pledge consists of a U.S. Treasury (Note, Bill, or Bond), with an
interest rate of percent, maturing (Date) .This negotiable
security will be retained in the account of the Secretary of the
Interior-BLM until (1) this office is satisfied there is no further
requirement for the bond, (2) satisfactory replacement bond coverage is
furnished, or (3) the maturity date of the security. If the security is
still in the Department of the Interior's account on the maturity date, the
security will be converted to a cash deposit in this office's suspense
account, without any further interest payments to the obligor, until a final
determination is made whether further bond coverage is required.

Until the security is released or forfeited, regular interest payments will
be made to the obligor by the Federal Reserve Bank until the maturity date.

Authorized Officer
Distribution:

Obligor
Negotiable Securities Custodian (BC-610)

*~: If a nationwide bond, replace wording with *all Federal leases
except those in the National Petroleum Reserve in Alaska (NPR-A) .
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(V.E.13)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD- ADDRESS)
3104 (Office Code)

BLM Bond No.

CERTIFIED MAIL- .RETURN RECEIPT REQUESTED

ABC Production Company
P.O. Box 999
Denver, CQ 80201

Gentlemen:

We have been advised that the $10,000 U.S. Treasury Note your company
pledged as security for your $10,000 individual oil and gas bond, BLM Bond
(Number) , will mature on (Date) .Until we are notified otherwise by our
BLM Field Offices, you are required to maintain this bond coverage.

At maturity, the proceeds from your U.S. Treasury Note will be placed in
this office's suspense account, with no further interest payments being paid
to your company. The cash deposit will remain in the ccount as a bond
until: (1) this office determines that there is no further need for bond
coverage; or (2) replacement bond coverage is provided to this office.
Attached is information regarding the various types of acceptable negotiable
instIuments that you may use to secure the Ieplacement bond.

This information is provided to assist you in avoiding a substantial loss of
interest. If you have any questions, please contact (Name and telephone
number) .

Sincerely

Authorized Officer

Attachment

Distribution:
Negotiable Securities Custodian (BC-610)
Lease Case File
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{V.E.14)

UNITED STATES DEPARTME~TT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

Memorandum

To: Director, BLM Business Center (BC-610)
Attention: Negotiable Securities Custodian

From Authorized Officer <State Office Fluid Minerals
Adiudication Code)

Subject: Request for Return of Maturing Treasury Negotiable Security

On (Date) , (Company) furnished .a u. s. Treasury (Note, Bill, or Bond)
in the amount of $ .The Treasury security was placed in BLM's
book-entry account on (Date) to provide security for the obligor's
(individual lease) (statewide) (nationwide) bond.

Because the Treasury (Note, Bill, or Bond) matures on (Date) , and
replacement bond coverage has been provided by the obligor (or the bond
coverage is no longer required), we ask that yo~ contact the Federal Reserve
Bank to request that, when the security matures, a check be sent directly to
the following party:

{Name and Address of Bonded Party)

Distribution:
Lease Case File (if individual bond)
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(V. E. 14 )

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

Memorandum

To:

From

Director, BLM Business Center
Attention: Negotiable Securities Custodian (BC-610)

Authorized Officer (State Office Fluid Minerals
Adiudication Code)

Subject: Request for Return of Proceeds from Matured Treasury Security Via
Electronic Funds Transfer

On (Date) , we received information from you advising that the $
Treasury (Bill, Note, Bond) which was placed in your Book-Entry Account with
the Federal Reserve Bank on (Date) , would mature on (Date). We advised
(Name of bonded party) on (Date) of the upcoming maturity date of the

Treasury (Bill, Note, Bond) .On (Date) , we received notification from the
bonded party that a $ Treasury (Bill, Note, Bond) was deposited in
the u.s. Government's Circular 154 Account Number 11 with the Federal
Reserve Bank of (Location) to secure replacement bonding for (Name of bonded
party) .

We request that the proceeds of the $ Treasury (Bill, Note, Bond),
with a maturity date of (Date) be returned via electronic funds transfer
to the account of (Name of bonded party) at the (Name and address of bank.
includinq the ABA number), Attached is a copy of your memorandum concerning
the original security. Questions at the bank may be directed to (Name and
telephone number) .

If you have any questions, please call (Name and teleDhone number) .

Attachment
Incoming Memo from BC-610

Distribution:
Lease Case File (if individual bond)
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(V. F. 5)
UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

DECISION

Obligor: Lease Serial No.

Bond Amoun t

Executiori Date

Individual Personal Cash Bond AcceDted

On (Date) , this office received $10,000 in the form of a certified (or
cashier's) check to secure a bond for the oil and gas lease referenced
above. The bond has been examined, found satisfactory, and is accepted
effective (Date) .The bond covers operations conducted by or on behalf
of the principal on Federal lease (Serial No.) .

The funds will be retained in a suspense account until all terms and
conditions of the lease have been fulfilled or until satisfactory
replacement bond coverage has been accepted, at which time this office will
authorize a refund of the cash deposit.

Authorized Officer

.Distribution:
Obligor
ELM Field Office Operations
Lease Case File
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(V.F.5)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

DECISION

Obligor:
Oil and Gas Personal Bond

Bond Amount

Statewide/Nationwide Personal Cash Bond Accepted

On (Date} , this office received (Amount} in the form of a certified (or
cashier's) check to secure a (statewide/nationwide) bond for the obligor
referenced above. The bond has been examined and found satisfactory, and is
accepted effective (Date} ..

The funds will be retained in a suspense account until all terms and
conditions of the lease have been fulfilled or until satisfactory
replacement bond coverage has been accepted, at which time this office will
authorize a refund of the cash deposit.

The bond will be maintained by this office. The bond constitutes coverage
of all operations conducted by or on behalf of the obligor on Federal leases
(*nationwide} (in the State of (Name}} .The bond provides coverage of the
obligor where that obligor has interest in, and/or responsibility for
operations on, leases issued under the authority of any of the Acts cited on
the bond form. Please note that Federal leases do not include Indian

leases.

Authorized Officer

Distribution:
Obligor

If a nationwide bond, replace wording with *all Federal leases
except those in the National Petroleum Reserve in Alaska (NPR-A)

*~:
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(VII )

Surety Bond Number

BOND UNDER THE PROVISIONS OF GAS STORAGE AGREEMENT BEARING NO.

KNOW ALL MEN BY THESE PRESENTS, that (Name and business address of
principal) as principal and {Name and address of suretv comDanv) as surety
are held and firmly bound unto the United States of America in the sum of

Amount written out i.e. Ten thousand etc. , $ , lawful money of
the United States, for the use and benefit of the United States to be paid
to the United States for which payment, well and truly to be made, we bind
ourselves, and each of our heirs, executors, administrators, successors and
assigns, jointly and severally, upon the following conditions, viz:

The condition of the foregoing obligation is such that, whereas said
pIincipal, by AgIeement Number , made and enteIed into as of
(Date) , has been granted an exclusive right to use the (Name) formation,
encountered from the depth of describe the foImation includin the le al
description), referred to in AgIeement No. as "gas storage sand."

WHEREAS, said principal has by such instrument entered into certain
covenants and agreements set forth therein under which operations are to be
conducted; and

WHEREAS, the surety waives any right to notices of, and agrees that this
bond shall remain in full force and effect, notwithstanding:

1. Any assignment(s) of an undivided interest in any part or all
of the lands in the lease(s) subject to Agreement No. , in which
event the assignee(s) shall be considered to be co-principals on this bond
as fully and to the same extent as though his/her/their duly authenticated
signatures appeared thereon.

2. Any assignment(s) of 100 percent of some of the lands
described in Agreement No. or in oil and gas leases subject to
the Agreement, the bond to remain in full force and effect only as to the
lands retained in the lease and subject to said Agreement.

3, Any extension of the lease term(s) ot the lease(s) subject to
Agreement No,- .' or any modification of said lease(s) or any
extension or modification of said Agreement, or the obligations thereunder,
whether made or effected by commitment of the leases, or any of them, or
said Agreement to any unit, cooperative, communitization or storage
agreement, or development contract, suspension of operations or production,
waiver, suspension or change in rental, minimum royalty or royalties,
compensatory royalty payments, or otherwise.
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NOW, THEREFORE, if the principal, his/her/their heirs, executors,
administrators, successors, or assigns shall in all respects faithfully
comply with all the provisions of Agreement No. , then the above
obligations are to be void, otherwise to remain in full force and effect.

Signed this -day of , 19,

WITNESS SIGNATUF.E PRINCIPAL SIGNATURE

Address Address

WITNESS SIGNATURE SURETY SIGNATURE

Address Address



Illustration 36
(VII)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

DECISION

Principal: Oil and Gas Bond for

Gas Storage Agreement

Surety: No.

Bond for Gas Storaqe Aqreement Accepted

The bond described below has been examined, found satisfactory, and is
hereby accepted effective (Date} .

Name of Unit: , Agreement for the Subsurface Storage
of Gas in the (Name) formation,

(Name) County, State of (Name )

The coverage of the bond extends to all operations of the principal, as unit
operator, on Federal leases committed to the unit indicated. As long as the
authorized officer determines that the amount of the bond is adequate to
cover the unit operations, individual, statewide, or nationwide bonds from
the working interest owners of particular leases committed to the unit will
not be necessary for unit operations.

The bond will be maintained by the {Name of appropriate office) .
Termination of liability under the bond will be permitted only after this
office is satisfied that there is no outstanding liability on the bond or
satisfactory replacement bonding coverage is furnished.

Authorized Officer

Distribution:
BLM Field Office Operations
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(X.A)

BLM Bond No.

Surety Bond No.:

RIDER

Coverage under the Statewide or Nationwide Oil and Gas Bond referenced

above is hereby extended to include oil and gas geophysical exploration

operations as prescribed by the regulations at 43 CFR 3154.1.

Executed this dayof , 19.

Witness Name and Address Principal and Title

Witness Name and Address Address

Surety

AddIess
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(X.B.3h)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

DECISION

Principal: Surety Bond Number:

Bond Amount:

ExecutibnDate:
Surety:

:

Statewide/Nationwide oil and Gas Exoloration Bond Acceoted

On (Date) , this office received the {$25,000/$50,000) *surety bond
described above. The bond has been examined and found to be satisfactory.
Therefore, it is accepted effective (Date) .The bond provides coverage
for all exploration operations conducted by or on behalf of the principal on
Federal surface administered by BLM and on Federal leases, regardless of
surface ownership, (**nationwide) (in the State of (Name)) .

Authorized Officer

Distribution:
Principal
Surety (c/o Attorney-in-fact)

*.tiQ.IE.: Although the above format is for a surety bond, it also is
acceptable for an operator to submit a personal exploration bond
secured by guaranteed remittance (certified check or cashier's
check) , letter of credit, certificate of deposit, or negotiable
Treasury securities. The acceptance of the personal exploration
bond should be similar in format to Illustrations 17, 18, 25, 26,
28, 29, 33, and 34, with the language of the first paragraph, above,
replacing the coverage provisions shown in those illustrations.

**~: If a nationwide bond, insert the word "all", and delete the words"in the State of (Name) ." -
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{X. C .6 )
UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

DECISION

Principal: Surety Bond Number

Bond Amount:

Execution Date:
Surety:

NOL Number:

Individual Oil and Gas Exoloration Bond AcceoteQ

On (Date) , we received the surety bond described above for coverage of
the single exploration operation described on bond Form 3000-4a for which
Notice of Intent to Conduct Geophysical Operations number has
been filed.

The bond has been examined, found satisfactory, and is accepted effective
(Date) .

Authorized Officer

Distribution:
Principal
Surety (c/o Attorney-in-fact)
Individual NOI File
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(X. C. 6 )
UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
(LETTERHEAD, ADDRESS)

3104 (Office Code)

BLM Bond No

DECISION

Obligor: Notice of Intent No. :

Bond Amount:

Execution Date:
Financial Institution:
(if applicable)

Personal Individual ExDloration Bond and (LOC. CD. etc.} AcceDted

On (Date} I this office received a personal bond and power of attorney
accompanied by (Type of securitv. LOC. CD. etc.) in the amount of $5,000 for
coverage of the single exploration operation described on the bond Form
3000-4a and NOI Number .The bond and (Tvpe of securitv. LOC.
CD. etc.) have been examined, found satisfactory, and are accepted effective

(Date} .

The security for the bond is ibe the securitv and insert a ro riate
Ian ua e for that t e of sec i.e. LOC Ian ua e from Illustration 17
or CD Ian ua e from Illustrat etc. .

AuthoIized OfficeI

Distribution:
Obligor
Financial Institution
State Office Adjudication
Individual NOT File

~: Because the individual geophysical bond is filed with the appropriate
Field Office, this decision will be issued by the Field Office Fluid
Mineral Operations rather than by State Office Fluid Leasing
Adjudication.
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(X.D.3a)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

NOTICE

PIincipal/Obligoir Surety Bond No.:
(If surety bond)

Bond Arnoun t

(If IequiIed)Surety Execution Date

.§..t..gj:us of ReQuest for Termination of Bond Liability

This office has :received a request to terminate the period of liability on
the bond described above. The following indicates the current status of
your request:

Reports must be received from the following offices as to any
conti~uing need for the bond described above:

Please submit a list of oil and gas leases within the jurisdiction
of this ELM State Office in which the principal(s} has held an
interest since the bond was executed. When this list is received,
we will request status reports from our Field Office Operations as
to any continuing need foI this bond.

Each ELM State Office must confirm that there is no objection to
termination of the period of liability for this bond. Theyare
being contacted on this date for their comments. Please advise
each BLM State Office as to any leases within that office's area
of jurisdiction in which the principal(s) has held an inteIest. A
list off the ELM State Offices and addresses is en!=losed to assist
you in this effort.

Other

Authorized Officer

Attachment

Distribution
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(X. D. 4 )

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No
Memorandum

To:

From: Authorized Officer (State Office Fluid Minerals
Adiudication Code)

Request to Terminate Liability on BondSubject:

This office has received a request to terminate the period of liability on
the bond described below. Please report whether your office has any
objections to such termination. We request your report on the duplicate
copy of this memorandum as soon as possible.

Principal:
Surety:
Surety Bond Number
Bond Amount:

In duplicate (please return copy to originating office)

RESPONSE

No objection

Objection {indicate reason)

Name

Office

*tlQIE.: The BLM Office will depend on the nature of the bond. Requests for
termination of nationwide bonds are to be directed to all State
Offices via the ALMRS Bond Bulletin Board. Requests for termination
of statewide, unit, or single lease bonds should be directed to the
Field Office Operations personnel responsible for supervising lease
operations.
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(X. D. Sa)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

DECISION

Principal/Oblig~r Lease Serial No.:
*Surety Bond No. t

(If lease bond)
(If surety bond)

Bond Type

(if required)SUI:ety
Bond Amount

Execution Date:

Period of Liability Under Bond Terminated

oil and gas lease (Serial No.) expired by operation of law on
(Date) .The period of liability under the above bond also

terminated as that date.

The principal's record title interest has been assigned in its
entirety and a new bond has been furnished by the assignee. The
period of liability under the above bond also terminated as of

(Date) .

The period of liability under the above bond is terminated
effective (**Date) , the date the BLM Field Office Operations
approved the final report of abandonment.

The period of liability under the above bond is terminated
effect:ive (**Date) .All appropriate BLM Offices have concurred
in the termination of this bond.

Other:

There is a presumption that the lease account is in good standing, subject
to audit by the Minerals Management Service (MMS) .

Please be advised that the MMS Royalty Management Program (RMP) mayaudit
the lease in the future and the audit my reveal amounts due and owing. Such
amounts found to be due and owing will be pursued by MMS-RMP for collection.
If you have any l:Iuestions, please contact the MMS-RMP Bond Coordinator, at
(303) 231-3895.
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Authorized Officer

Distribution:
Principal
Surety (c/o Attorney-in-fact)
Lease Case File, as applicable

*~:

**~:
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(X. D. Sb)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

DECISION

Lease Serial No.: (If lease bond)
*Surety Bond No.: (If surety bond)

PIincipal/ObligQr

Bond rYpe
(if :requi:red)SUI:ety:

Bond Amount

Execution Date:

ReQuest for Termination of Period of Liability Under Bond Denied

This office has been requested to terminate the period of liability on the
bond described above. The bond cannot be terminated at this time for the
following reason(s) :

Final abandonment of the last well drilled on the lease (or
leases) covered by the bond has not yet been approved. For more
information, you may contact the following office:

Reports must be received from the following office(s) as
continuing need for the bond:

o any

Each BLM State Office must confirm that there is no objection to
termination of the period of liability on the bond. You may be
able to speed each office's determination by advising that office
of those leases in which the principal has held any interest,
other than overriding royalty interests, since the bond was
executed.
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Othe( (specify)

Authorized Officer

Attachment(s)

Distribution:

Principal/Obligor
Surety (c/o Attorney-in-fact)
Other BLM State and/or Field Office Operations

*~:



Illustration 46
(X.E.4)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

DECISION

Principal Surety Bond Number

Bond Amount

Execution Date
Surety

Nor Number

Period of Liability of Individual Exploration Bond Released

On (Date) , this office received your Notice of Completion of Oil and Gas
Exploration Operations for operations conducted under Notice of Intent (NOI)
Number -, dated (Date) .

The public lands upon which you conducted your operations were inspected for
compliance with ELM requirements. It has been determined that, to the
extent that a suIface examination can disclose, the principal has complied
with all terms, <:onditions and provisions of the NOI. Therefore, the period
of liability of the above bond is terminated effective (Date) .This
release, however.. does not affect any liability you may have to the State of

(Name) .

Authorized Officer

Distribution:
Principal
Surety
State Office }i'luid Leasing Adjudication
Nor File



Illustration 47
(X.E.4)

UNITED STATES DEPARTMENT OF THE I
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

NTERIOR

3104 (Office Code)

BLM Bond No

DECISION

obligor Notice of Intent No

Bond Amount:

Execution Date
utionFinancial Insti

(if applicable)

Period of Liability of Personal Individual ExDloration Bond Terminated

On (Date) , this office received your Notice of Completion of oil and Gas
Exploration Operations for operations conducted under Notice of Intent (NOI)
Number , dated (Date) .

The public lands upon which you conducted your operations were inspected for
compliance with BLM requirements. It has been determined that, to the
extent that a surface examination can disclose, the principal has complied
with all terms, conditions and provisions of the NOI. Therefore, the period
of liability of the above bond is terminated effective (Date) .This
release, however, does not affect any liability you may have to the State of

(Name) .

By memorandum, we have asked our State Office Fluid Leasing Adjudication
Section to retrieve the (Type of securitv. LOC. CD. etc.) securing the above
bond and return it to you as soon as possible. If you have any questions,
please contact (Name and telephone number of contact person) .

Authorized Officer

Distribution:
Obligor
Financial Institution (if applicable)
State Office Fluid Leasing Adjudication
NOI File



Illustration 48

(X. E. 5 )

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

Nor No

Memorandum

To: State Director, (Fluid Minerals Adiudication Code)

Authorized Officer, (Field Office Operations Code)From:

RetuI:n of (Tyoe of Security. LOC. CD. etc.) Securing Individual
Exploration Bond

Subject:

By memorandum dated (Date) , this office forwarded (Type of securitv.
LOC. CD. etc.) securing an individual personal bond for (Obliqor) .The
geophysical exploration operations conducted under Notice of Intent (NOI)
Number , for which the individual bond was required, have been
inspected and found to be in compliance with BLM requirements.

The period of liability of the individual exploration bond has been
terminated effective (Date) .Therefore, we request that you arrange to
retrieve the proceeds of negotiable Treasury security with the Business
Center Negotiable Securities Custodian (BC-610) and return it to the obligor
as soon as possible. Copies of the individual bond, a photocopy of the
security, and our decision terminating the bond's period of liability are
attached for your reference.

Attachments

Distribution:
NO; File



Illustration 49
(X.E.5)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

Nor No.

Memorandum

To:

From:

Director, Denver Business Center
Attention: Negotiable Securities Custodian (BC-610)

Authorized Officer {State Office Fluid Minerals
Adiudication Code)

Subject: Return of (Type of Security. LOC. CD. etc.)

We request that you arrange for the original (Type of Treasury neqotiable
security) accepted by our (Name) District Office/Resource Area Office to
secure a $5,000 Individual oil and Gas Exploration Bond to be returned to
the obligor. The (Name} District Office/Resource Area Office has advised
us that the bond is no longer required for coverage of the single
exploIation described in Notice of Intent (NOI) Number , and has
teIminated the period of liability of the bond effective, (Date} , as
shown on the attached copy of theiI decision.

The following is pIovided foI your infoImation:

1 Obligor (Name and addIess)

2. , .

Photocopy of Treasury secur1ty

3. Type and amount of bond:
Exploration Bond.

$5,000 Single oil and Gas Geophysical

Attachments

Distribution:
Field Office Operations



Illustration 49
(X.E.5)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

Nor No.

Memorandum

To:

From:

Director, Denver Business Center
Attention: Negotiable Securities Custodian (BC-610)

Authorized Officer {State Office Fluid Minerals
Adiudication Code)

Subject: Return of (Type of Security. LOC. CD. etc.)

We request that you arrange for the original (Type of Treasury neqotiable
security) accepted by our (Name) District Office/Resource Area Office to
secure a $5,000 Individual oil and Gas Exploration Bond to be returned to
the obligor. The (Name} District Office/Resource Area Office has advised
us that the bond is no longer required for coverage of the single
exploIation described in Notice of Intent (NOI) Number , and has
teIminated the period of liability of the bond effective, (Date} , as
shown on the attached copy of theiI decision.

The following is pIovided foI your infoImation:

1 Obligor (Name and addIess)

2. , .

Photocopy of Treasury secur1ty

3. Type and amount of bond:
Exploration Bond.

$5,000 Single oil and Gas Geophysical

Attachments

Distribution:
Field Office Operations



Illustration 50
(X.E.5)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

NOJ Number

REGISTERED MAIL-RETURN RECEIPT REQUESTED

Name and Addxess of Qbligox

Gentlemen

Enclosed is the original (LOC or CD) accepted by the (Name)BLM District
Office/Resource Area Office to secure a $5,000 Individual Personal Oil and
Gas Geophysical Exploration Bond.

The (Name) District Office/Resource Area Office has terminated the period
of liability of the individual personal bond for the single exploration
operation described under Notice of Intent (NOI) Number .

Since:rely,

Authorized Officer

Attachment

Distribution:
Obligor
Financial Institution
Field Office Operations
NOI File

~: Letters of Credit are to be mailed via Certified Mail, and
Certificates of Deposit are to be mailed via Registered Mail



Illustration 51
(XI.B.12}

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

DECISION

Lease Serial No (If lessee bond)Principal/Obligor

SuIety Bond No (If sliIety bond)

Bond Amount:
(If required)Surety:

Execution Date

Bond Rider Accepted

On (Date) , we received a rider to the bond described above. The rider
extends coverage of the bond to (Describe additional coveraqe added) .

The rider has been examined, found to be satisfactory, and is accepted
effective (Dat~) .

Authorized Officer

Distribution
Principal/Obligor
Surety (c/o Attorney-in-fact)
Field Office Operations
Lease Case File (if rider for individual bond)



Illustration 52
(XII. C)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

NOTICE

Assignee

and Gas BondOi

Assignor

Evidence of Bond Coveraqe ReQuired

An assignment of interest affecting oil and gas lease {Serial No.)
between the parties named above has been filed in this office.
*Ou~ ~eco~ds show that a well was d~illed on this lease. The~efo~e, befo~e
app~oval of the assignment by the Bureau of Land Management, adequate
bonding as ~equired by 43 CFR 3104.2 (copyenclosed) must be provided.

Sixty days are allowed within which to furnish either (1) proof of bond
coverage held by either the current lease operator or the lessee(s) in
accordance with the regulations, or (2) a new bond. If additional time is
needed, please request an extension in writing from this office. A new
filing fee for the assignment will not be required if proof of bond coverage
is submitted within the time allowed. If the requirement is not met within
the time allowed, the assignment will be returned unapproved and the filing
fee retained in accordance with 43 CFR 3106.3.

Authorized Officer

Attachment

Distribution:
Assignee
Assignor
Operator (if known)
Field Office Operations

*~ This sentence may be substituted with other appropriate language to
fit the specific situation. .



Illustration 53, Page 1
(XII.C)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

Lease Serial No,

NOTICE

Assignee:

Oil and Gas Bond

Clarification of Bond Coveraqe Required

Your assignment of the above oil and gas lease (Berial no.) from
(Assiqnor) cannot be approved until we receive clarification of bond
coverage for operations occurring on the lease. Regulations at 43 CFR
3104.2, effective June 17, 1988, require that the operator on the ground be
bonded under the operator's own bond, or under a lessee's or an operating
rights holder's bond with a consent of the surety.

Currently, bond coverage for operations on lease (Serial no.) is being
provided by the following lessee's bond:

(List all lessees' bonds currently providing bond coverage here.)

Therefore, in order to effect approval of your assignment of record title,
one of the following options must be exercised:

I. The lease. operator may furnish bond coverage for his operations on
the lease, accompanied by a statement that the operator is bound by all the
terms and conditions of the lease, and that the operator's bond is liable
for the operations. If the operator furnishes this bond coverage, lessees
will no longer be required to provide bond coverage,for this lease; or

2. You, as assignee, may furnish bond coverage, either under an existing
bond or a new bond, accompanied by a consent of surety rider which extends
coverage of your bond to lease operations being conducted on lease (Serial
~ by the operator; or

3. Anyone of the lessees named above may obtain a Consent of SuIety to
its bond to coveI the opeIations on lease (SeIial No) .Only one bond is
IequiIed to coveI the opeIations pIovided it coveIs 100 peIcent of the
liabilities.



Illustration 53, Page 2
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Authorized Officer

Attachments

Distribution:
Assignor
Bonded lessees
Operator
Field Office Operations
Lease Case File



Illustration 54, Page 1
(XII. C)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 {Office Code)

Lease Serial No.

NOTICE

Assignee:

Oil and Gas Bond

cannot be

Additional ReQuirement

YOUI assignment affecting oil and gas lease (Serial No.)
approved as filed.

Our records show a well has been drilled on the lease. Liability for the
drilling operations is being maintained by the lessee(s) .The regulations
at 43 CFR 3104.2 state, "The operator on the ground shall be covered by a
bond in his/her own name as principal, or a bond in the name of the lessee
or sublessee, provided that a consent 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."

One of the following IequiIements must be met in oIdeI to comply with the
cited Iegulation:

la. The assignee maintains bond number The assignee may
furnish a consent of surety to the bond. A sample consent is enclosed. The
consent must be executed by the assignee (principal) and surety and must be
accompanied by a power of attorney for the person signing on behalf of the
surety.

OR

lb. The assignee maintains no bond coverage. options available to
secure an appropriate bond are contained in the enclosed "Iriformation on
Procedures for Obtaining Surety and Personal Bonds." If the assignee files
a surety bond, it must be accompanied by a consent of surety. .A sample
consent is enclosed. The consent must be executed by the assignee
(principal) and surety and must be accompanied by a power of attorney for
the person signing on behalf of the surety. If a personal bond is secured,
a consent of the obligor to the personal bond will be required. A sample of
the consent of Qbligor is also enclosed.
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OR

Authorized Officer

Attachments

Distribution:
Assignee
Assignor
Operator
Field Office Operations
Lease Case File



Illustration 55
{XII.C)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

DECISION

Assignee:

oil and Gas Lease Assignment

Assignor:

ReQuest for Approval of AssiGnment Denied

Your request for approval of the assignment of oil and gas lease
(Serial No.) is hereby denied because you did not comply with our Notice

dated , 19--, requesting evidence of bond coverage or
submission of a new bond. The assignment is returned enclosed to the
assignee. Your filing fee is nonrefundable in accordance with the
regulations at 43 CFR 3106.3. Therefore, a new assignment must be
accompanied by an additional $25 filing fee.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1) .

Authorized Officer

2 Attachments
1- Assignment (To assignee)
2 -Form 1842-1

Distribution:
Assignee
Assignor
Operator, if applicable
Field Office Operations
Lease Case File



Illustration 55
{XII.C)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

DECISION

Assignee:

oil and Gas Lease Assignment

Assignor:

ReQuest for Approval of AssiGnment Denied

Your request for approval of the assignment of oil and gas lease
(Serial No.) is hereby denied because you did not comply with our Notice

dated , 19--, requesting evidence of bond coverage or
submission of a new bond. The assignment is returned enclosed to the
assignee. Your filing fee is nonrefundable in accordance with the
regulations at 43 CFR 3106.3. Therefore, a new assignment must be
accompanied by an additional $25 filing fee.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1) .

Authorized Officer

2 Attachments
1- Assignment (To assignee)
2 -Form 1842-1

Distribution:
Assignee
Assignor
Operator, if applicable
Field Office Operations
Lease Case File



Illustration 56
(XIII.B.lc)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

Memorandum

To State Director, (Fluid Leasinq Adiudication Code)

Authorized Officer, (Field Office ODerations)From

Increased Bond Requirement for Lease (Serial No,)Subject

The (Name) DistIict Office/ResouIce AIea Office/FoIest SeIvice Office
Iequests a minimum bond amount of $(Total amount IeauiIed) fOI lease
(SeIial No.) .This incIease in bond coveIage EIom $(Existinq bond amount)
to $(Total amount IeauiIed) is Iequested fOI the following Ieasons (indicate
s ecific Ieasonf3 fOI Ie uiIin the increased bond amount EOI exam le :

I. An existing well is located (leqal descriDtion) .Testing and/or
resumption of production of this well could result in (describe
consequences) .

2. Preliminary verbal cost estimates from a consultant
plugging of the well would require $(Amount} .

ndicate that

3. Fish and wildlife organizations have expressed great concerns about
any oil and gas development within the reservoir. It is anticipated that
these environmental concerns would result in additional restrictions and
other costly preventive measures associated with any activities at this
site.

4. The $(Total amount reauired) bond is needed to offset Government
expenses in case the operator should relinquish the lease without plugging
and abandoning the well, especially due to the sensitive environment of this
lease.

5. The (Name) Forest Service Supervisor has recommended an increase in
the amount of the bond due to the fragile and unique environmental features
within the cite described in the surface use plan of operations.
See the attached copy of the justification provided by the FS Minerals
staff.

Attachment

Distribution:
Forest Service Office as applicable



Illustration 57

(XIII.B.4)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 {office Code)

BLM Bond No

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

NOTICE

Lease Serial No.: (If lessee bond)Principal/Obligor:

Surety Bond No. : (If suIety bond)

Bond Amount (C1!IIent Amount)
If re<;[uired)Surety

Execution Date:

Additional Bond Amount Required

Regulations at 43 CFR 3104.5 allow the amount of any bond to be increased
when additional coverage is determined appropriate. The (Name) District
Office/Resource Area Office/Forest Service Office has recommended that th~
amount of your $(Current amount) (individual lease) (statewide) (nationwide)
(unit) bond be increased to $ (Amount). A copy of the BLM/FS Field
Office's recommendation memorandum is enclosed. This office concurs in the
recommendation. )

The additional recommended bond amount may be furnished either by a surety
bond or a personal bond. Bond information and the current bond form are
enclosed. If you do. not agree with the recommended amount, you must submit
a written justification for a lesser bond amount to this office. You are
allowed 60 days from receipt of this Notice in which to comply. If
additional time is needed, please request an extension of time from this
o~Jice in writing.

Authorized Officer

2 Attachments
1 -Copy of BLM/FS Field Office Operations memorandum
2 -Bond Information and Bond Form

/Distribution:
Principal/Obligor
Surety (if applicable)
BLM/FS Field Office Operations
Lease Case File



Illustration 57

(XIII.B.4)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 {office Code)

BLM Bond No

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

NOTICE

Lease Serial No.: (If lessee bond)Principal/Obligor:

Surety Bond No. : (If suIety bond)

Bond Amount (C1!IIent Amount)
If re<;[uired)Surety

Execution Date:

Additional Bond Amount Required

Regulations at 43 CFR 3104.5 allow the amount of any bond to be increased
when additional coverage is determined appropriate. The (Name) District
Office/Resource Area Office/Forest Service Office has recommended that th~
amount of your $(Current amount) (individual lease) (statewide) (nationwide)
(unit) bond be increased to $ (Amount). A copy of the BLM/FS Field
Office's recommendation memorandum is enclosed. This office concurs in the
recommendation. )

The additional recommended bond amount may be furnished either by a surety
bond or a personal bond. Bond information and the current bond form are
enclosed. If you do. not agree with the recommended amount, you must submit
a written justification for a lesser bond amount to this office. You are
allowed 60 days from receipt of this Notice in which to comply. If
additional time is needed, please request an extension of time from this
o~Jice in writing.

Authorized Officer

2 Attachments
1 -Copy of BLM/FS Field Office Operations memorandum
2 -Bond Information and Bond Form

/Distribution:
Principal/Obligor
Surety (if applicable)
BLM/FS Field Office Operations
Lease Case File



Illustration 58
{XIV.B.8)

BLM Bond No.:

SuIety Bond No. :

Lease Serial No. (if lease bQnd\

RIDER

Executed this
dayof I 19,

Witness and Address
Prrncipal

Witness and Address
Surety

NQ.IE.:



Illustration 59
(XIV.B.9)

BLM Bond No.: (Replacement Bond)

(Replacement BondSuIety Bond No

RIDER

It is hereby agreed by and between the undersigned principal(s) and surety,
in consideration for the additional premium or consideration paid for this
rider, if any, ~nd the consent by the Bureau of Land Management on behalf of
the United States to terminate the period of liability on Bond No. (Replaced
Bond No.) carrying the same principal(s) and (Suretv on Replaced Bond) as
surety, the undersigned principal(s) and surety hereby assume any and all
liabilities that may be outstanding on Bond No. (Replaced Bond No.)
including, but not limited to, the obligation to properly plug and abandon
all wells existing on leases to which Bond No. (Replaced Bond No.) applies
and any unpaid rentals or royalties heretofore accruing: provided, however,
that this rider shall not act to increase the potential or cumulative
liability of the surety above the face amount of the bond to which this
rider attaches.

Executed this day of , 19-

Witnesses:

Principal and Title

Address

Surety

Address



Illustration 60
(XIV.B.10)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code

BLM Bond No
DECISION

Principal Surety Bond Number

Bond Amount:

Execution Date
Surety

ilioe of Bond. Statewide. Nationwide) Bond Acceoted

On (Date) , we received the bond described above. We have examined the
bond, found it satisfactory, and it is accepted effective (Date) .

The bond constitutes coverage of all operations conducted by or on behalf of
the principal on *Federal leases in the State of (Name) .The bond
provides coverage of the principal where that principal has interest in,
and/or responsibility for operations on, leases issued under the authority
of any of the Acts cited on the bond form. Federal leases do not include
leases on Indian lands.

Currently on file in this office is a $(Current amount)
{statewide/nationwide) bond number (Surety number) issued previously for the
same principal by the (Name of surety on prior bond), (BLM Bond No. ) .
(Name of new surety company) has stated that it is unwilling to accept any
liabilities that may have accrued under the prior bond. Therefore, the
above bond, (Identify by surety bond number and BLM Bond No. ), will
only provide coverage of lease interests and operations acquired by the
principal subsequent to its acceptance date, (Date) .Under separate
cover, we are notifying (Name of surety company on prior bond) that we have
terminated future liability under the prior b9nd so that liability does not
continue to accrue under that bond. However, termination of the period of
liability of the prior bond will be approved only after all obligations
covered by that bond have been fulfilled.

Authorized Officer
Distribution:

Principal
Surety (on new bond)
Surety (on prior bond)

*!!QIs;.: If a nationwide bond, replace wording with *all Federal leases
except those in the National Petroleum Reserve in Alaska (NPR-A) .



Illustration 61
(XV.B.3)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

{LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No
DECISION

Principal/Obligor: Lease Serial No.: (If lease bond)

Surety Bond No.: (If surety bond)

Bond Amoun t
(If required)Surety:

Execution Date:

~iod of Liability Under Bond Terminated in Part

The bond described above is on file in this office. The bond provides that
the surety may elect to terminate future liability as to additional lease
interests issued to or acquired by the principal more than 30 days after the
receipt of notice of such election by the Bureau of Land Management.

Notice of such election was received by this office on (Date). Therefore,
the coverage of the bond will not extend to any additional or new interest
in any Federal oil and gas lease acquired by the principal after (*Date) .

This action does not release the surety from any liability on the bond for
those interests of the principal to which the bond applied before the notice
was received, or acquired by (*Date) .

In order to determine whether or not there are any liabilities remaining
under the bond, ple~se furnish a list of Federal leases in (Name of State or
all States) in which you hold record title or operating rights interests,
and leases for which you have provided bond coverage in the capacity of
operator, including terminated leases on which drilling has taken place.
Also, please identify any leases for which assignments of your interests are
pending approval with ELM. Upon your reply, we will take further ~ction to
terminate the period of liability under the above bond.

Authorized Officer

Distribution:
Principal/Obligor
Surety (c/o Attorney-in-fact)
Lease Case File (if an individual bond)

*llQIE. This date should be 30 calendar days following the date of :receipt
in the pI:Oper BLM office of the election to terminate future
liability under the bond.



Illustration 61
(XV.B.3)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

{LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No
DECISION

Principal/Obligor: Lease Serial No.: (If lease bond)

Surety Bond No.: (If surety bond)

Bond Amoun t
(If required)Surety:

Execution Date:

~iod of Liability Under Bond Terminated in Part

The bond described above is on file in this office. The bond provides that
the surety may elect to terminate future liability as to additional lease
interests issued to or acquired by the principal more than 30 days after the
receipt of notice of such election by the Bureau of Land Management.

Notice of such election was received by this office on (Date). Therefore,
the coverage of the bond will not extend to any additional or new interest
in any Federal oil and gas lease acquired by the principal after (*Date) .

This action does not release the surety from any liability on the bond for
those interests of the principal to which the bond applied before the notice
was received, or acquired by (*Date) .

In order to determine whether or not there are any liabilities remaining
under the bond, ple~se furnish a list of Federal leases in (Name of State or
all States) in which you hold record title or operating rights interests,
and leases for which you have provided bond coverage in the capacity of
operator, including terminated leases on which drilling has taken place.
Also, please identify any leases for which assignments of your interests are
pending approval with ELM. Upon your reply, we will take further ~ction to
terminate the period of liability under the above bond.

Authorized Officer

Distribution:
Principal/Obligor
Surety (c/o Attorney-in-fact)
Lease Case File (if an individual bond)

*llQIE. This date should be 30 calendar days following the date of :receipt
in the pI:Oper BLM office of the election to terminate future
liability under the bond.



Illustration 62

(XVI. B. 5 )

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

DECISION

Lease SeIial NoPrincipal/Obligor (If lease bond)

Surety Bond No If surety bond)

Bond Amount:
(If required)*Surety

Execution Date

Bond Amount Reduced

The $10,000 oil and gas lease bond described above is hereby

reduced to $. effective (Date) , by recommendation of

our (Name) District Office/Resource Area Office The remainder of the

bond will be released when the revegetation is successful and final

abandonment has been approved by the (Name) Field Office Operations

Authorized Officer

Distribution:
Principal/Obligor
*Surety -2 copies
Field Office Operations
Lease Case File (if individual bond)



Illustration 63, Page 1

(XVII.B.12)
UNITED STATES DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

( LETTERHEAD -ADDRESS )

3104 (Office Code)

BLK Bond No

Lease Serial Ho,

Name/AddreBII o1E Reque8tor

Dear :

This is in ]"esJPOnse to your letter dated (Date) , requesting an
unconditional t'elease on all past, present, and future liabilities under
(Surety bon~wnber), with (Name) as principal and (Name) as surety.
cannot proy:lde such a letter .

We

The regulat:ionB at 43 CFR 3104.8 state, "The authorized officer shall not
give consent t'o termination of the period of liability of any bond unless an
acceptable J~eplacement bond has been filed or until all the terms and
condition. of 'the lease have been met." When the BLK Field Offices concur
in terminat;lon of the period of liability, it means that they have
determined, to the extent that they can, that all terms and conditions of
all lease. I:ov,ered by the bond have been completed. Only when such a
determination tlas been made can this office terminate the period of
liability, tha't is, Bet a specific time after which no new liability or
cause of action may accrue under the bond. The regulations do not allow any
complete cancellation of a bond, nor do the regulations allow an
"unconditional release" of the surety from any liability whatsoever.

The bond wala a,=cepted to provide bond coverage for producing lease interests
held by the principal during the period from the date of its acceptance
until BLM dl~te:rmined, to the best of its knowledge, that the bond was no
longer requ;lred and terminated its period of liability effective {Date) .
The terminatio]rl of liability would not preclude our assessing liability
against the pr.incipal and surety if, for example, two years after
termination of the period of liability, BLM discovers that a well has been
improperly J~lu~~ged and abandoned and has caused serious environmental
damage. Thlt fact that the period of liability of the bond has been
terminated means only that the exact date has been set, beyond which no ~
cause of act;ion may accrue. Therefore, we cannot grant you an unconditional
release of yoU]~ bond .
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You indicate, that our failure to provide total cancellation of the bond or
termination of all liability under the bond may affect the return of the
principal'. collateral .ecuring the bond. We regret that we cannot be of
more help in this matter, however, it has always been our position that the
f:lnancial &I~rangement. made in regard to surety bonds are a private matter ,
between t.he principal and the surety, in which the BLM may not interfere.

If you have additional questions or concerns regarding the BLM bond
regulations or polici.., please contact us.

Sincerely,

Authorized Officer

Distribut;ioJ:l:

Principa:L
Suret~r
Lease Cal~e File (if individual bond)
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

Lease Serial No

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

Name/Address of Operator

Dear

Our records show that you are the operator of expired Federal lease
(Serial number and leaal description) .As such, you are responsible for all
lease operations on the referenced legal description including pIOper well
abandonment and ]:eclamation. You were previously informed of this
requirement by a letter dated (Date) , copyenc~osed.

You are hereby ordered to complete the following actions within the
indicated timeframes (list each action to be completed. and the deadline for
each. for example) :

1. Submit an amended Notice of Intent to Abandon (NIA) conforming with
the plugging proceduIe outlined in our letter dated (Date) , copy
enclosed. Deadline: 30 days from receipt of this letter.

2.

3.

Repair the road to the referenced location to allow access by a
workover rig.

Plug the referenced well in accordance with the approved, amended NIA

Seed the recontoured area with the following seed mixture:4.

Specie:.§. Lbs. PLS/Acre

Siberian wheatgrass (P27) 3
Russian wildrye (Vinall) 2
CIested wheatgrass (NoIdan) 3

PIepare seed bed by disking to a depth of 4 to 6 inches following
the natuIal contouI at a depth no gIeateI than ~ inch. In aIeas
that c:annot be dIilled, bIoadcast at double the above Iate and
haIIow seed into the soil. CeItified seed is Iecommended.

Fall seeding must be completed after (Date) , and prior to ground
frost. Spring seeding must be completed after the frost has left
the ground and prior to (Date).

Perennial vegetation must be established.
failure, additional work will be required.

In case of seeding
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You must commence work on items 2 through 4 by (Date) , and continue the
work diligently to completion. Failure to comply with this order will
result in action being taken against bond,number (Surety bond number) , with

(Name of surety) as surety.

Please notify this office at least 48 hours prior to commencement of
operations. If you have any questions, please contact (Contact person's
name and telephone number) .

Standard appeal paragraph {see Handbook 3100-1, Chapter 1) .

Sincerely,

Authorized Officer

Attachments
Copy of p~evious lette~
Fo~m 1842-1

Distribution:
Operator
Lessee(s) (if other than operator)
Surety
Field Office Operations
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code

Lease Serial No

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

Name and Address of Surety

Gentlemen

By certified letter dated (Date) , this office ordered (Name of operator)
to properly plug and abandon well number on lease (Serial number and
leaal description). The order required plans for plugging and abandonment
to be submitted within 30 days from receipt of the notice and that the
actual plugging be completed within days. The return receipt card for
the certified letter containing these orders shows that the operator
received the lett:er on (Date) .Plans for plugging and abandonment were
due in our office (Date) , and the actual plugging was to be completed by
(Date) .

Because (Name of ODerator) has not complied with the orders contained in the
certified letter, and (Name of surety) is the surety for the bond
guaranteeing compliance with the lease terms, including plugging operations,
(Name of surety) must perform one of the following actions:

1. Require the operator or lessee to submit plans for plugging well
number within 30 days from receipt of this notice. Upon
approval of these plans by the ELM, require the operator to commence
plugging operations within 60 days and diligently continue until
completed; or

Within 60 days, enter into a contract such that the plugging of well
number will commence within 90 days and diligently continue
until completed. The plugging program must be approved by the ELM;
or

2

3. Authorize, in writing, within 60 days, for the ELM to act as the
Surety's cigent to contract arid oversee the plugging of well number

Written authorization must acknowledge that the contractor
will direc::tly bill the surety for payment, and that the surety will
pay the BLM an additional 25 percent for administrative costs as
specified in the regulations at 43 CFR 3163.l(a) (4), with the total
costs incurred not to exceed the bond(s) face amount(s) .
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If none of the above actions are commenced within the specified times, the
United States will take action to attach the following bonds for the costs
of plugging well number plus an additional 25 percent for
administrative costs: (List aDDlicable bonds. with suretv identification
numbers. names of DrinciDals and BLM bond numbers) .

Sincerely,

Authorized Officer

Distribution:
Operator
Lessee(s) (if other than the operator)
State Office Fluid Leasing Adjudication
Lease Case File
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UNITED ST A TES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

Requesting Office Requisition Number

WY-920-ROO-

Requesting Office

Branch of Fluid Minerals

"'~3) 1 ~urchasing Office Requisition Number

PURCHASE REQUISITION/ORAL ORDER
Date

01/18/90

Requesting Office Phone {include QreQ code)

( 307) 77~m6

Rcquisitioncd by (Signature) Deliver to (S',nt Qddr~.r.r)

Name and Title (l'/ease pr;nl)

Pamela J lewi~~upervisc,rv land law Examiner

Requisition approval by (SignaIIJ'~j

NorThern Engineering, Inc.
4300 Arroyo Drive
Casper, Wyoming 82604

ASAP

Name and Title (Please pr;nl)

Robert A Bennett. DSD. Mineral Resources

By a~~~v~ Ihls requi8il1~ the olllce or delegate certifies that funds are avaIlable for Ihls action in the accounts specIfied (See 1510.03D1).

Source of supply, if knownORGA~.CODE FU~D
CODE

~ UB- PROG PROJECT AMOUNT

ACTIVITY ELEM.

10 Bond Proceeds'41 5320WY

1Source Phone ~o.

Contract C'jo.

DESCRIPTJON OF SER VICE OR ITEM
INCLUDING STOCK NUMBER

(Doub/e sp,rre between items)

ESTIMA TED ORDERED
JTEM
NO.

QUAN-
TITY

UNIT
Ur.-IT

PRICE

UNIT

PRICE
TOTAL TOTAL

$8,893.94Reimbursement for reclamation of

well 35-33

1 job1.

Restoration and rE!habilitai"ion of

Conely & Assoc wellsite located in

NW4SE4. Section 3~). .T. 27N. .R. 90W. of

F rerlK>nt County .W"cxn i ng

Contract No. Discount for prompt payment GRAND TOTAL

Ship ViaTime of Delivery

F.O.8. Point

DateOrder No.

.S Classification (Check apprOpriQle bo.f(eSj)

D D D-/ SMALL WOMA~. LABOR Sl'RPL\!S
b SMAlL DIS.'DVA~T AGED. OW~ED AREA

Quoted ByD 84.) D OTHER

( Inslruclions 011 rt'\'"st' of Purchasing Copy)
Contracting Officer
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UNITED ST A TES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

Requesting Office Requisition Number

WY-920-ROO-

Requesting Office

Branch of Fluid Minerals

"'~3) 1 ~urchasing Office Requisition Number
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Requisition approval by (SignaIIJ'~j
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Contract C'jo.
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(Doub/e sp,rre between items)

ESTIMA TED ORDERED
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NO.

QUAN-
TITY

UNIT
Ur.-IT

PRICE
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PRICE
TOTAL TOTAL

$8,893.94Reimbursement for reclamation of

well 35-33

1 job1.

Restoration and rE!habilitai"ion of

Conely & Assoc wellsite located in

NW4SE4. Section 3~). .T. 27N. .R. 90W. of

F rerlK>nt County .W"cxn i ng

Contract No. Discount for prompt payment GRAND TOTAL

Ship ViaTime of Delivery

F.O.8. Point

DateOrder No.

.S Classification (Check apprOpriQle bo.f(eSj)

D D D-/ SMALL WOMA~. LABOR Sl'RPL\!S
b SMAlL DIS.'DVA~T AGED. OW~ED AREA

Quoted ByD 84.) D OTHER

( Inslruclions 011 rt'\'"st' of Purchasing Copy)
Contracting Officer
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

Lease Serial No.

Memorandum

To: Applicable State Office and Field Office Fluid Minerals

From:

Subject: r)

The (Name of office) has determined a default for the identified lease
and has requested initiation of collection procedures under the applicable
bond(s) .

Authorized Officer (State Office Fluid Minerals
Adiudication Code)

Review of Liability Under Bond (BLM Bond Nu~

Please respond within 15 days if there are any other liabilities under this
bond due to leasehold operations. If your response will take longer than 15
days, please notify (Contact Derson and teleDhone number} to advise us
when your completed respond to this request will be fulfilled.

Distribution:
Appropriate ELM State Offices
Apopropriate Field Office Operations
Each affected lease case file
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(XVIII.C.7)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

Lease Serial No.

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

DECISION
Principal/Obligor Bond No

Bond Amount:

Surety

Default Determined: Payment Under Bond ReQuired

By a decision dated (Date) (copy enclosed), this office was notified of
the following problems on the captioned lease:

(DescIibe heIe bIiefly

Included with the report is documentation of the attempts made by our BLM
Field Office Operations to correct this/these problem(s) .Because you are
in default of the terms and conditions of lease {Serial no.) {or all leases
covered) by the bond, payment under all applicable bonds, as described
below, is required in the amount of $ which represents costs of
$ , and a 25 percent administrative fee of $ .

Payment is to be made to the following BLM office: (Address)

You have 30 days from the date you receive this decision to make the
required payment. Failure to do so within the time allowed may result in
initiation of cancellation procedures for the lease and/or judicial
procedures to secure payment. By copy of this decision, all appropriate
offices and parties are being notified of this demand for payment.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1

Authorized Office

Distribution:
Principal/Obligor
Surety (c/o Attorney-in-fact)
Lessee/operator (if other than principal)
Field Office Operations
Lease Case File
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(XVIII.C.lla)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No.

Surety Bond No

Department of the Treasury
Sur ety Bond Br aru::h
401 14th Street, s.w.
Washington, D.C. 20027

Gentlemen:

Enclosed is a IepoIt with appIopIiate backgIound infoImation conceIning a
default in payment IequiIed undeI a suIety bond coveIing a FedeIal oil and
gas lease. The suIety, (Name} , failed to IendeI the IequiIed payment
undeI the bond to the BuIeau of Land Management when Iequested to do so by
this office.

We recommend that the surety's certification and acceptability be reviewed
and reconsidered by the Department of the Treasury.

If you need further information concerning this matter, please contact
(Name and commercial/FTS teleDhone number) .

Authorized Officer

Attachment

Distribution:
Business Center (BC-610)
WQ Fluids Group (WQ-310)
Surety
Lease Case File
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

Surety Bond No

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION

Principal/Obligor

(if required)Surety:

Pavrnent Under Bond Not Received

By a decision dated (Date) (copy enclosed), you were required to pay
$ under the bond(s) identified below:

Principal:
Surety ID No.:
Amount:

Type:
Lease/State/Unit
BLM Bond No. -

You were allowed 30 days from the date of receipt of the above-cited
decision within which to make the required payment.

Our records show the decision was received on (Date) .Therefore, payment
was to have been made no later than (Date) .The payment has not been
received. TheIefore, you are in default of your contractual obligations to
the u.s. Department of the Interior under the bond.
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We have forwarded appropriate information to the Department of the
Interior's Regional Solicitor's Office to pursue the matter judicially * and
to the Department of the Treasury for its reconsideration of the standing of
this surety to be certified to issue bonds for requirements of agencies of
the United States Government.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1) .

Authorized Officer

Attachments

Distribution:
MMS-RMP (Mail Stop 3132)
WO Fluids Grdup (WO-310)
Regional Solicitor
All BLM State Offices

Omit this portion of sentence if a personal bond.*~:
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(XVIII.C.11c)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

Lease Serial No.

Memoz:andum

To: Regional Solicitor

From:

Subject

State Director, <State Name)

Request for Judicial Action Against Surety

Attached is a report with background information concerning a default in
contractual obligations under an oil and gas bond. We request "that you
initiate appropriate judicial action to cancel the lease (or to cancel all
leases covered by the bond) .

For further information, please contact (Name and teleDhone number),

Authorized Officer

Attachment

Distribution:
Principal
Surety
Field Office Operations
Lease Case File



-:r LL.U..STR.~ -rioN 7~,

~. c. 12a."
Temporary Form 1372-4

(JULY 1992) UNITED STATES DEPARTMENI' OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

CASH RECEIPT DOCUMENT (CR)

m NUMBER: K 9 2 O J 1 0 0 0 0 1DOCUMEN'r ID: DIVISION: ~ !

NET:
AcnON: .

PRINCIPAL'rI':

PENAL TV 'rI':

DOC TYPE:

BATCH DATE:

DOC DATE:

BUDGE:1rFY:

INTERESr TI':

CASH ACCT:

Bn.1. FtJND:

DISB OFFICE:

REF TC:

HEADER INFORMA11ON

NUM DOCS:

ACCTG PRD:

FUND:

ADM CHAR.GF.5 TI:

DEP NUMBER: ~ ! .P -0-0-0-1

DOCUMENT TOTAL: : ~ ~ -

ACCOMPUSHED DATE: .P -4 -1-5- 9- 1

REF NUMBER:

LINE INFORMA11ON

LINE NO: O O 1 REFERENCE: TC: REFERENCE NO: REF LINE NO:

PR.IN 'IT: ~ -U INTEREST 'IT: ADM CHG Tr: PENALTY Tr:

ACT OUT: CASH REC POST ORDER: -WRn'E-oFF REASON:

BFY: FUND: BUDGET ORG/SUB:W- ~ ~ ~ ~

PROGRAM: ~ E 1 2 REV SRCFJSUB: COST ORG/SUB:

BOCISUB: JOB NUMBER.: REPr CAT:

:-- GL ACCT: CLOSED BFYS: CLOSED FUND:

AGR NUM: CHECK NUMBER: ADV:

VND/PRV: c:: ~ !: !J ~ ! AMOUNT: ~ ~ J -3-.-9- ~ -I/D: Q P/F:

ADV NUM: TRA VEL TYPE:

D~C: B O N D F O R R E C L

~
LINE NO: ..9 2 -2 REFERE:NCI~ TC: REFERENCE NO: ---;.. REF LINE NO: ---

PRIN TT: .!--V INTERE~ TT: ADM CHG TI': PENALTY TT:

ACT OUT: CASH R.EC POST ORDER.: WRITE.QFF REASON:

BFY: FUND: BUDGET OR.GISUB:W- ~ : ~ ~

PR.OGRAM: ~ .;! 'f: 2 -7 -7- --R.EV SR.CE/SUB: COST ORG/SUB:

BOC/SUB: JOB NUMBER: 1- ~ ~ E REPT CAT:

GL ACCT: CLOSED BYFS: CLOSED FUND:

AGR. NUM: W y 5 3 2 O 1 O O O CHECK NUMBER: ADV: A

VND/PR.V: p C W y 9 2 O 1 AMOUNT: 8 8 9 3 .9 4 I/D: ! P/F:

ADV NUM: TRA VEL TYPE:

DESC:
""'

DA TE:PREPARED BY:

CONTRACT AWARDED :- PAYMENT FOR RECLAMATION 14X5017 (SUBACTIVITY 5320)
EXPLANATION:

]73



~

ur

ORDER FOR SUPPLIES OR SERVICES 7.;.
IMPORTANT: Mark all packages and papE~rs with contract and/or order numbers. 1 1

1/18/90 Open Market WY910-PHO-137
"- 6. SHIP TO: (Conai6nee and addreaa, ZIP Code)
';soFFICE (Addre.. corre.pondence to)

-Jreau of Land Management

2515 Warren Ave.

Cheyenne, WY 82001 See Schedule
ISHIP VIA:

7. TO: CONTRACTOR (Name, addp1!..and ZD' Code) -TYPE OF ORDER

'OC;3 A. PURCHASE -Reference your

Northern Engineering, Inc.
4300 Arroyo Drive
Casper, WY 82604

Please furnish the followIng on the terms and condi-
tIons specified on both sides of this order and on the
attached sheets, If any, Including delivery as indi-
cated. This purchase Is negotiated under authority of:

D B. DELIVERY -Except for bIlling Instructions
on the reverse, this delivery order Is subject to In-
structIons contained on this side only of this form
and Is Issued subject to the terms and conditions of
the above-numbered contract.

WY920-41-5320-10 3211

9. ACCOUNTING AND APPROPRIATION DA.TA 10. REQUISITIONING r

920 p
11. BUSINESS CLASSIFICATION (Check appropriate box(es))

OTHER DIS-
~ D THAN D ADV AN- D WOMEN-

~ SMALL SMALL TAGED .OWNED

12. F.O.B. POINT 14. GOVERNMENT B/L NO. ;15. DELIVER TO F.O.B. POINT 16, DISCOUNT TERMS
ON OR BEFORE (Date)

13~ jL~CE OF INSPECTION AND ACCEPTANCE -

~I/A N/AN/A None
~ 17. SCHEDU E (See reverse for R ..

cM N°.
I SUPPLIES OR SERVICES NIT I' ~R~t~

-(A) ~-- Jfl L!!?l (El

\ QUANTITY

ACCEPTED

(G)

AMOUNT
(FJ

Restoration and rehabilitation of Conely

& Associates wellsite located in NWtSEt

Section 35, T 27 N, R 90 W of Fremont

County, WY

1-

Job!1

(Reimbursement for reclamation of Well

35-33)

17(H). TOT.
(Cont.

~ pages)
sr- ~'LLING

~TIONS
V-'""---,,ERSE- .

1
17(1).

~ GRAND
TOTAL

~,893.94

22. UNITED ST ATES OF AMERICA BY (Signature} ~

-
23. NAME (Typeo)

Kermit B. Johnson38WY

TITLE: CONTRACTING/ORDERING OFFICER

~
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(XVIII.C.12c)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

CERTIFIED MAIL--RETURN RECEIPT REOUESTED

DECISION

(If lease bond)Lease Serial NoPrincipal/Obligor

Surety Bond No.: (If surety bond)

(If required) Bond AmountSurety:

Execution Date:

Bondinq Reauirement

This office has been notified that the surety (or obligor) on the bond
described above has made the following payment(s) required in response to a
demand for payment under Lease serial no. or the followin .

This payment has caused the amount of coverage under the bond to be reduced
by the amount paid. Therefore, your bond no longer meets the minimum amount
required by the regulations.

In order to correct this situation, you must take one of the following
actions:

File ii rider to your present bond, executed by you and the surety,
stating that the face amount of the bond is restored to
$ , its original amount; or

(1

File a new bond, accompanied by a rider to assume any and all
liability outstanding on the bond which is now in default. Upon
receipt and acceptance of such a replacement bond, the period of
liability of the previous bond will be terminated; or

(2)

(3) File individual lease bonds (OI statewide bonds) foI all leases
now coveIed by the bond in default. These new bonds must
expIessly assume any pIesent liability on the bond in default
attIibutable to the specific lease (OI State(s} sublect to
coveraqe} .
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You are allowed 6 months* from your receipt of this decision within which to
correct the present default in bond coverage or to file acceptable new bonds
to remedy the default. If, in the interim period, any well sites are
properly abandoned and reclamation of the surface is accomplished to the
satisfaction of the Authorized Officer, you will not be required to maintain
bond coverage for those specific wells.

If you fail to provide proper bonding coverage within the period allowed,
those leases requiring bonding coverage that are not in a producing status
and which are not considered to contain valuable deposits of oil or gas are
subject to administrative lease cancellation. Where a lease is considered
producing or known to contain valuable deposits, should you fail to provide
proper bonding coverage, this ofEice will forward the cases to the
Department of the Interior's Office of the Solicitor with a recommendation
that the lease(s) be cancelled by judicial action.

Failure to comply with this decision within the 6-month period* specified
will result in the issuance of decisions to cancel leases and/or commence

judicial proceedings.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1)

Authorized Officer

Distribution
Principal(s)
Surety (c/o Attorney-in-fact)
All State Offices
Field Office Operations
Lease Case File (if individual bond)
MMS-DMD

*~: The compliance period is discretionary, but must not exceed 6 months
in accordance with the regulations at 43 CFR 3104.7(b) .Thus, a
shorter deadline may be set by the authorized officer.
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION

Principal/Obligor:

Insufficient Pavment Under Bond Received

By decision dated (Date) {copy enclosed), you were required to pay
$ under the bond{s) identified below:

Principal:
Surety ID No.:
Amount:
Type:
Lease/State/Unit:
BLM Bond No:

You were allowed 30 days from the date of receipt of the above-cited
decision within which to make the payment.

Our records show the decision was received on (Date) .On (Date) , a
payment in the amount of $ was made. This amount is not full
payment of the obligation owed the U.S. Government. Therefore, you are in
default of your contractual obligations to the U.S. Department of the
Interior in the remaining amount of $ .

We have forwarded appropriate information to the Department of the
Interior's Regional Solicitor's Office to * collect the remaining balance
due/initiate lease cancellation.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1)

Authorized Officer
Attachments

Distribution
MMS-DMD (Mail Stop 3132)
wo Fluids Group (WO-310)
Regional Solicitor
All BLM State Offices

Modify to fit the reason the Solicitor's Office is being notified.
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(XVIII.C.16b)

UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

Lease Serial No.

Memorandum

To: Regional Solicitor

State Director, (State Name)From:

Request for Judicial Action Against (Lessee, Operating Rights
Owner, Operator, Surety)

Subject:

Attached is a report with background information concerning a default in
contractual obligations under an oil and gas bond. We request that you
initiate appropriate judicial action to cancel the lease (or to cancel all
leases covered by the bond) .

For further information, please contact (Name and telephone number)

Authorized Officer

Attachment

Distribution:
Principal
Surety
Field Office Operations
Lease Case File
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD- ADDRESS)

3104 (Office Code)

BLM Bond No

CERTIE"IED MAIL--RETURN RECEIPT REOUESTED

DECISION

Obligo:r:

oil and Gas Bond

Personal Bond ADDroDriated

Our (Name) District Office/Resource Area Office has provided this office
with documentation detailing their unsuccessful efforts to obtain
reclamation under the terms of (Lease number. unit aqreement name. etc.) .
Because the obligor did not perform the reclamation as ordered by the
authorized officer's letter dated (Date) , the BLM Field Office contracted

.(Name of contractor) to perform the required work. The Field Office advises
that the work has been satisfactorily accomplished and requests that payment
in the amount of $ be made to the contractor, (Name) .

On (Date) , the BLM accepted a, personal bond and power of
attorney, secured by a (Treasurv securitv. LOC. CD), from the above obligor
(BLM Bond No. ) .The cash proceeds from the *security were placed in
this office's suspense account on (Date) .

We hereby advise the obligor named above that, in accordance with the terms
of the personal bond and power of attorney and regulations at 43 CFR
3104.1(c) (4), we are appropriating the $. proceeds for failure of the
obligor to adequately reclaim well number
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Payment in the amount of $ is being made out of the bond p~oceeds to
(Name of cont~acto~) , as ~eimbu~sement fo~ the ~eclamation wo~k. A fee of
25 percent, o~ $ , has also been assessed against the bond p~oceeds as
an administ~ative cost. The balance of the bond p~oceeds, if any, will
~emain in this office's suspense account fo~ futu~e reclamation until all
su~face ~esto~ation has been completed and the location is app~oved fo~
final abandonment.

Authorized Officer

Distr:ibution:
Obligor:
Contr:actor:
Field Office Oper:ations
Accounts
Pr:ocur:ement
Lease Case File {if individual bond)

*~: If the original security is a negotiable Treasury Security, the
funds should be obtained by requesting return of the security from
the Business Center Negotiable Securities Custodian (BC-610), or
redemption from a financial institution as discussed in Section V of
this User Guide.
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)
3104 (Office Code)

BLM Bond No

Memorandum

Minerals Management Service, Royalty Management Program
Attention: Chief, Debt Collection Section (MS 3132)

To

State Director (Fluid Minerals Adiudication Code)

Collection Under Bond

From:

Subject:

By memorandum dated (Date) , you requested that we initiate collection
procedures under applicable bonds for Bill No. which was due

(Date) .

We have determined that the administrative costs of collecting which are
$ exceed the amount due, $ .Such a collection effort
would result in a negative cost benefit to the U.S. Government. Therefore,
we are not instituting collection action. We request that your office write
off this debt collection action since it is less than the threshold amount
which is $ .

Distribution:
Each affected lease case file
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 {Office Code)

BLM Bond No.

Lease Serial No

Memorandum

Applicable Field Offices and State OfficesTo:

State Director (Fluid Minerals Adiudication Code)

Review of Liability Under Bond

From:

Subject:

The (Name of BLM Office) has determined a default in (Type of default)
for the captioned lease and has requested initiation of collection
procedures under the applicable bond(s) .

Please respond within 15 days if there are any other liabilities under this
bond due to leasehold operations. If your response will take longer than 15
days, please notify (Contact person and telephone number) to advise us
when your completed respond to this request will be fulfilled.

Distribution:
Each affected lease case file
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(LETTERHEAD -ADDRESS)

3104 (Office Code)

BLM Bond No

Lease Serial No

CERTI]..IED MAIL--RETURN RECEIPT REOUESTED

DECISION

Principal/Obligor: Surety Bond NO:. :

Bond Arnoun t

Bond Type:
(if required)Surety:

Payment ReQuired Royalty Default on Lease

The Minerals Management Seryice has adyised this office that {Name)
is in default of royalty obligations on oil and gas leases {Lease serial
number{s)) .The total obligation owed by the principal is as follows:

Royalty/Interest/Penalty: Total $

Thirty days are allowed in which to submit the total amount due to the
following office:
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Please refer to MMS Invoice No. when remitting payment. If
payment is not received within 30 days following the date of receipt of this
notice, this matter will be referred to the Department of the
Interior's Office of the Solicitor with a recommendation to pursue this
default judicially, including subjecting all leases covered by the bond to
cancellation.

Authorized officer

Distribution:
Principal
Surety (c/o Attorney-in-fact)
MMS-DMD
Each affected case file

~



Illustration 81
(XVIII.E..~)

Ii8-3104-1- BONDS

Format for Accounting Advice Transferring Monies to MMS for

Royalties, Applying Reclamation Costs and Administrative Fee
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(XVIII.E-9')
IIH-3104-1 -BONDS

Format for Accounting Advice Transferring Monies

to MMS for Royalties

UNITED STATES
DEPARTMENT OF THE INTERIOR
BuREAU OF LAND MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

IForm 1370-41
(MarcI11984)

No.142007225

Amount Received Code 8 20,930.90
SubJf(t

Apphl:ant

PENALTY/LATE ROYALTY PAYMENT

GHI Oil Co. Trust

1500 Holiday Tower

AnywherE:, TX 75201

Remit..' SAME

A..i",or

LEASE MANAGEMENT DATA .~EW OJPDA~E !JPAY~F:~TI !)RIGINAL SER!AL NO 'ASG. I TYPE I sI crY I FUNlI SYMB~ AC~UNITS ~TE

-
MTM 39100

AcruAL UNITSAMOIJHT

I ASG ,- TYPE I ST
,

CTY FUND SYMBOLASSIGNMENT SERIAL NO ACRESIUNITS i RATt
I

A..OU~ I AN\,D~TE DISTRICT U 01 M I ACTUAL U"ITS

R.maTks

Form 1081 prepared to transfer monies

to MMS.FlUNG FEE
-

RENTAL

~-Penal

LATE ROYA

Pa~entsUN[ARNED

$20,930.90l.TY

Per request from MMS, demand made against

surety bond. Go-lessee, GHI Oil Go.

Trust, submitted payment which

constitutes penalty for late royalty

payments.

REfUNn

T1IT"L

DATE. 2/24/89Jane AdjudicatorB\'AM()UNT 1Jl'E
O 11- In E:ro." ,

,-, I\(;S" or Inlo,..t"

O AulD t:"r.I ' O,'.,at'". R,.h..'

O AUk'R,,"I'".. 01..'.""
11..",1 t',I...r

: FOR MMS USE ONLY
IIILLt:t: I c fORE:STItE:fUGE

~l:MBt;R

ocs S.:rTJ()N

BLM MANUAL
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(XVIII .1 .~l
'iJH-31O4-1 -BONDS

Sample Telefax Message and Conversation Record for Notifying

MMS of Receipt of Monies Paid for Royalty Default

BLM MA!'IUAL
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H-3104-1 -BONDS

Oil and Gas or Geothermal Lease Bond,

Form 3000-4 (June 1987 Edition)
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H-3104-1 -BONDS

Oil and Gas or Geothermal Lease Bond

Form 3000-4 (June 1987 Edition)

BOND CONDITIONS

T"o: o:ondilion, Or lho: ro,o,oin~ obli,alion, .~ ,uch Ihat

W flEREAS lho: ,lblillo'/prirM:ipol ha. In inlo,.'.1 in. loa..(" .nd/o, ~,pon,ibilily
for opc'.li(ln, on .101..(,) is.uod unde, lho: Act' "ilod in Ihi, bond: .nd

WflEREAS lho obli,or/prilkipol .00 "'rcty .g=(" that wittKJlJl ...M:ot(l tho ,lbIi~(1"
"'"~y Ihc "oyorago or Ihis OOnd. in addition lolhc ~..nl hoidin,(,' (1r and/", .utIM,"-
l.'ion(" g'.nlod 10 lho nbli,(1'/p'incipol. shall O.I"nd to .nd Include

I Any 10...1" ho,o.!lo, j"uod 1(1 or .cqui,od by Iho nbli~o,'p'incipill o."°pt un.
de, individu.lloa.. "'KMI,. ttIC "(1vora,o i, to be "(lnfincd 1(1 tho: ,lbli~o.."'p'incipill.,
h(1ldin~(" and/0' .urh(1'ilalion(,) ~,.nrod unde, ttlC Acl' cllcd in Ihi, "',nd. .nd to
bel.ome orroclivo immedi.I"ly upon ,och auth(l'il.tlon. .pp'(1'.1 (1' i"u.nc" of .
t"ln,fo, in favo' of lho: obli,o,/p,incipilc .nd

~ Any t,.n,forC,) of "'pCralin~ ri,hl' (I' "pcratin, .~r""m"ntl" tICr".li"r "nto",d
inl'(I or ."quirod by th" nbljgor/p'incipol aff"ctin~ loa..(,,: .nd

.1 Any do,i~n.,i(1n ;ub..qllont h"roto of th" obli~orip'incip.1 ., (1pcr.I1" of .1",.
,., ondc, .10..'.1,) i"uod pu",oanl to tho Act' o:itod in Ihi, bond; and

P'(lvtdod. ThaI tho ,uroty IT"ay oloct 10 10,minalC tho addili(lnal """"a~" aolt",rll"d
urdo, thi, pilra~raph Such 10rminalion will become offo"tiv" 30 day' afl"r lho BLM
ro,oivo, nolico oflho: olocli,..t(l torminalO A!I"r tho tormin:llion be,,(lme, "ffocli"o.
t/1., ilddilio",,1 inIOrO"(') identifiod in thi. pilra~raph will not be co"o,cd by thi, bond
.nd

WHEREAS tho obli~o,/,u",ty ho,oby waivo, .ny ,i,ht tu notico of. .nd .~ro", th.,
th, bond shall ,omain in fi,1I fo,co .nd off"l"l notwllh,l.ndin~

I Any a.,i~nmenlf.) of .n undivIded int.,o,t in .ny piln (1' .11 (1f lho land, in the
1.,...(.). in which ovont tho a",g...(') ,hall be con,ldo,od "' be c(1p,incipillj" (In
thl. bond ..folly .nd to tho ,..me o.t.nl a, thoo~h h,,/ho, (I' thet, duly .0IhontIC.I.d
,il'natu,.. appcarcd lho:,oo,l: and

~ Any ."i~nmenlf" of IIJO% of .umc of th. I.nd, d.""ib.d ,n rho 1..",1,). th"
"',nd to ,omain in full rorco 'Ind "frocl only ., II, Ihol.nd, ,ot.,ncd In lho: 10."'1'1 .nd

3 Any Ir.m,ro,I,) oilho:, In ",holo ", in piln. of ""Yo, .II or tho: opcralln~ n~ht".~rce.
"",nl, and runbe, .~r.., to ,.maIn bound und., th,. bond ., to tho inlo""t, In Ihc
opc,atln,. ,i~hl"a".omcnl' '.t.in.d by Ihc prinl"lpal; .nd

.Any modification of a 10350 0' opcraling righl/ag~omonl, 0' obligation
Ih".undor, whotho, mad" 0' offcctcd by commilmonl of loasc 0' opc,aling

ril:htl ag,oomont 10 IInit, coopcrativo, communitilation 0' sto,ago agroomonts, 0'

dcvolopmonl contracts, s.spcnsions of opcrali(1m or production, waivors.

su5pCnsions 0' changos in ,onlll, minimum royalty and royaltios. compcnsalory
,oyalty paymonts, 0' olho,wiso; and

4 Si~ned th;. da} of. .19 -in the pre;en"e ur-

NAMES AND ADDRESSES OF WITNESSES

IL.S)
(Princ:ip"I'O"li~"rl

(Bu"..." Addrr,,)

!LoS.
fSurel) I

IBu,in"" A!kir",M

If Ihi, b.,nd i, "x"cuI"d by' curp<"alion. it mu" be., Ih" ,.,.lor ,""t corpo,alioo

.u.s. ..'..-M ..1011.. Of'1..,tO87-773-017/.'I0.R8

BLM MA~IUAL
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H-3104-1 -BONDS

State, Nationwide, or National Petroleum Reserve in

Alaska Oil and Gas Bond, Form 3104-8 (July 1984 Edition)

--I

Form Jl~
UulJ 1984)

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

STATE, NATIONWIDE, OR NATIONAL PETROLEUM RESERVE

IN ALASKA OIL AND GAS BOND

"cl 01 F.b...ary 2~, 1920 (3D U.S.C. S.c. 181)

"cl of "..guSI 7. 1947 (3D U.S.C. Sec. '~1)

O.parl..e", 01 th. I.,.rior "ppropriali-s "CI. Fiscal Year 1981 (P. L. 96-~14)

O,b.r Oil ad Gas L.asi.g "..tho~ "pplicable
--

--

KNOW ALL MEN By THESE

of

as principal, and

of

as surety, are held and firmly bound unto the United States of America in the sum of

dollars ($ ), in lawful money
of th" United States, which sum may be increased or decreased by a rider hereto executed in the same manner as this bond. for

the use and benefit of (1) the United States; (2) the owner of any of the land subject to the coverage of this bond, who has a

statutory right to compensation in connection with a reservation of the oil and gas deposits to the United States; and (3) any

lessl!e or permittee under a lease or permit issued by the United States prior to the issuance of an oil and gas lease for the
same land subject to thi:, bond, covering the use of the surface or the prospecting for, or development of, other mineral deposits

in any portion of such land, to be paid to the United States. For such payment, well and truly to be made, we bind ourselves,

and I'ach of our heirs, e~ecutors. administrators, and successors. jointly and severally.

The coverage of this bond shall extend to allof the principaJ's holdings of federal oil and gas leases in the United States,
;ncluding Alaska, issued or acquired under the Acts cited in Schedule A.

O 'rhe coverage of this bond extends only to the principal's holdings of federal oil and gas leases issued or acquired under

the Acts cited and ill the States named in Schedule A and to any other State or States that may be named in a rider attached

),ereto by the lessor with the consent of the surety.

The coverage of thi!; bond extends only to the principal's holdings of federal oil and gas leases within the National Petro-
leum Reserve in AI.,sks.

SCHEDULE A----
Mineml Lea.inl Act of February 25, 1920 (30 U.S.C. Sec. 181), AcquiJ8d LaDd. Le..iDI Act ol Aueu.t 7, 1947 (30 U.S.C. Sec. 351). 8Dd
other ,il 8Dd la. le..inl a"thoritie. a. applicable.

NAMES OF STATES

--
The (.onditions of the f"regoing obligations are such that,
whereas the said principal has an interest in oil and gas
leases issued under thE' Acts cited in this bond: (1) as
lesset'; (2) as the appl1)ved holder of ope(ating rights in
all or part of the lands covered by such leases under operat-
ing a(:reements with the 1essees; or (3) as designated oper-
ator or agent under suc'h leases pending approval of an
assignment or operating agreement; and

tract, remove, and dispose of oil and gas deposits in or
under the lands covered by the leases, operating agreements
or designations and is obligated to comply with certain
covenants and agreements set forth in such instruments; and

WHEREAS the principal and surety agree that without notice
to the surety the coverage or this bond, in addition to the
present holdings of the principal, shall extend to anti
include'WHEREAS the principal is authorized to drill for, mine,ex-

~

BLM MANUAL

C:..n.rc...1.c ~.I

-

RESENTS, That we
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H-3104-1 -BONDS

State, Nationwide, or National Petroleum Reserve in

Alaska Oil and Gas Bond, Fo~ 3104-8 {July 1984 Edition)

I
WHEREAS the principal and surety hereby agree that
notwithstanding the termination of any lease or leases,
operating agreements or designations as operator or agent,
covered by this bond, whether the termination is by operation
of law or otherwise, the bond shall remain in full force and
effect as to all remaining leases, operating agreements, or
"esigl\ations covered by the bond; and

WHEREAS the principal. as to any lease or part of a lease
for lant:s as to ",I.ic" he has been designated as operator
or ..gent, or a,rroy~.; AS operator, in consiueration of being
re""ittecl to furrish this bond i!l lieu of the lessees. a~rces
and by these presents does bereby bind himself to fulfill on
behalf of each lessee all obligations of each such lease for
the entire leasehold in the same manner and to tbe same
extent as though he were the lessee; and

1. Any oil a",! gas lease hereafter issued to. or acquircd
by the principal in the States now lIamed in Schedule A, or
later named in a rider, the coverage to be confined to the
principal's holdings under the Acts cited and to become
effective immediately upon such issuance or upon depart-
mental approval <If a transfer in favor of the principal.

2. Any operlrting agreement hereafter entered into or
acquired by the principal affecting oil and gas leases in
the States now named in Schedule A, or later named il1 a
rider. Th~ cov,~r8ge shall become effective immediately
upon departmental approval of the agreement or of a transfer
of an operating agreement to the principal.

3. Any desii;nation subsequent hereto of the principal
as operator or agent of a lessee under a lease issued pur-
suant to the Act" cited and covering lands in a State named
in Schedule A, either presently or by rider. This coverage
shall become effective immediately upon the filing of such

a designation under a lease.
4. Any exten,;ion of a lease covered by this bond, such

coverage to conl:inue without any interruption due to the
expiration of the term set forth in the lease.
rrovided. that tt., surety may elect to have the additional
coverage authorized under this paragraph become inappli-
cable as to all irlterests of the principal acquired more than
thirty (30) days .lfter the receipt of notice of such election
by the Bur~au of Land ~1anoge",ent.

WHEREAS the principal arK! surety agree that the neglect
or forbearance of said lessor in enforcing. as against the
lessees of such lessor. the payment of rentals or royal-
ties or the pertormance of any other covenant, condition
or agreement of the leases, shall not, in any way, release
the principal and surety, or either of them, from any liabil.
ity under this bond; and

The surety hereby waives any right to notice of. and "grees
that this bond shall remain in full force and effect notwith-

~tanding:

1. A transfer or transfers. either in whole or in part, of
any or all of the leases. or of the operating agreements. and
further agrees to remain bound under this bond as to the
interests either ill the leases or in the operating agreements.
or in both. retained by the principal when the approval of
the transfer or tronsfers become effective.

WHEREAS the principal and surety agree that in the event
of any default under the leases, the lessor may commence
and prosecute any claim, suit, action, or other proceeding
against the principal and surety, or either of them, without
the necessity of joining the lessees.

2. Any modification of a lease or operating abreernent,
or obligations tl,ereunder, whether made or effected by
commitment of such lease or operating agreement to unit,
cooperative, communitization or storage, agreements, or
de..el,,!,n;eut contracts, suspensions of operations or produr;-
tion, "'ai,,ers, su~r"n!;ions or changes in rental, minimuN
royalty 3nu royalties, compensatory royalty payments, or

otherwise;'an.:

Now, THEREFORE, IF said principle shall in all respects
faithfully comply with all of the provisions of the leases
referred to hereinbefore, then the above obligations are to
be void; otherwise to remain in full force and effect.

,(L.S.)
(Princip.l)

(Business Address)

-(L.S.)
(Surety)

(Bussiness AddreSS)

J
BLM MftNUAL
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8-3104-1 -BONDS

:tate, Nationwide. or National Petroleum Reserve in Alaska

Oil and Gas Bond, Form 3104-8 (November 1981 Edition)
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8-3104-1- BONDS

State or Nationwide Oil and Gas Bond,

Form 3104-8 (February 1971 Edition)
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H-31O4-1 -BONDS

State or Nationwide Oil and Gas Bond,

Form 3104-8 (February 1971 Edition)
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8-3104-1 -BONDS

State or Nationwide Oil and Gas Bond,

Form 3120-20 (September 1966 Edition)
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H-3104-1 -BONDS

State or Nationwide Oil and Gas Bond,

Form 3120-20 (September 1966 Edition)

.ffectiYe i",-il.tely \lp'"' 4opon~..1 .-1 01 the

.&ree...nt 01 0( .tr...f.r 01 an opo18tia& .&100..t to

the principol.

3 Any d..i&n.tilm .lIb8oq... M18to 0( tM

principol ..opa,.tor.. .&eot 01 .1..- -r .Ie..e

i..OId pur.1180t 10 \lIe ~t ..Act. cited ia Schod\lle A

.nd coyerinl da ia .S..te ..8Id ia Schld.1e A.

either pIO..ntly ..by ridar. TIai. C-18p II be.

c elrectiw i.8id,.tely \lp'"' IM li1ia& 0( .lICh .

de.iln.tion \lnder .le...

4. Aoy ..t.naion ," .Ie..e cOYOrod by thia bU\d.

.lICh cove18p 10 cooti... .ithOfrt uy iat.nu~iwo d..

10 the e.pir.tioo 01 t.. le.. ..1 fadls ia tbe le ProviJ... r6., tIao ...ny ..y .lect 10 MYe the oddi.

lio".l coye .uthoi.od ...40r .i8 p.18...ph bo-

Co..e In.pptic.ble ..'10 .U in\8rea.. 0( lbe principal

.cquired 8Ore th8n thiny (30) d.y. oher the le<:eipt

01 notice of .lICh .1,~tioo by tho Bare.\I 01 Land

M.n.&e",ent.

The .\lrety hereby ..i... ..y ri&ht 10 .otice of. .nd

.Iree. th.t Ihi. bond .hall ..",.ia ia 11ll1 locce and

.lIect notwithot..din&

l A \r8n8ler or I18n.le... either ia .bole.. i.

port. 01 .ny ...Il 01 tho le ..01 tho ope18tin&

.&ree-nt., .nd 1..lho, .-.to ..-ia bound und.r

thi. bond ..to tbe i,lterea.. .lthor i. tho le..e. ..

in Ih. oper.tin& .&ree",enta, w ia bolh. ret.iaod by

lhe principol ..en t],e .pprgY.I ol tbe "8nlI.r or

tr.n.ler. become ellectiw.

2. Any ",cxljlic.liQ, 01 .le... w ope..lin& .&ree.

oent. Of oblipli- Ihereunder. .beU..r ",odo oreflocl.d

!'Y co it-nl clf .IICI, I w opo18tiJI& t

10 \lnil. cooper.tiY.. co.",..iti..Ii... w .1011... .&Iee-

I..nt.. or develop-nl c:ool18cta. ...pe..iwo. ol oper..

'i0G8 or pn.dllCliWI, .,liY..., .l11pe..i- w chan&e.

in rent.l, ",iJli",\1", loy.lly .nd roysJli.., compe...'ory

loy.lty poy...nt., or otb...i80; ond

'HEREAI tho principel .nd .~ty he~by .cr.. tka.

~Iwilba..ndinl th. t i..lioo of ..y I « --,

operati.1 .Ireemenl. or d..ian.li... ..opera.« «

t, c ed by Ihis bond, whetll.r tho t...i..lioo

is by operalioo 01 low or othorw;.., tho b<MId .bal1

~...i. ill full f(WC. .nd .ffect .iI. .11 ~..i.illl

leU.I, operatinl ment., « d.liln8ti... cove~d

by tho boad; .nd

'HEREA. the principal, .1 10 any I « per! 01 .

Ie.u for I.nd. ..10 which he h.1 boo. da.ian.ted ..

operalor « t, or .pplOved .1 operalor, i. c...jd.

.rati«1 01 heinl permilted to hunish this bcmd ill II"

01 tho in , .1 .nd by lhel. p ts -

he..by biJ.l hi U 10 fuUI11 00 beUU of .Kk le .11 oblll.lion. of ...,h .uch I I« tho ..lire bold ill the nner .nd 10 lhe ..DO t ..

thou&h he th. 1 ; .nd

WHEREAS tho ptincipel and .u~ly .1- that the ae..

iIIcl « forb..r.nce of ..id 1...« In .nforcilll, .1

.pin It th. 1 of luch 1...« , the peyment of

re.I.1a ~ roy.lli.. or tb. perfonn.nc. of any other

cov.n..I, condition or .&re.-.1 of the leu.., lull

.ot, ill ..y ..y, ..1.8&. th. principel .ad .000tY. «

.ither of Ib.m, fro.' ..y li.bility u.der this bond; .nd

WHEREAS the principal .nd .urely .11ff that ill the

.ve.1 of .ny d.f.ull und.r th. 1 , lhe 1e.1« ..,

c oc:. and pr..ecul. ..y cloi.', .uil, actioo, «

oth.r proceedill& .1.1n.1 the pri.cip.1 ..d 1000ly, or

.ithor of the." without tho .ec..lity of joillilll

the I..lee..

Now. THEREFORE, tF uid principal Ih.U ill all

relpect. f.ithfuUy c...ply with .II of th. provisi- 01

th. 1..1.. ~f.ned to he~inhefo~. then the .hove

obJil.tio.. .~ 10 b. void; otherwi.. to rem.ill in full

I .nd .ff.ct.

Sisned on thi. dayof 19 io the pre.ence 01:

NAMES AND ADD'"EssEs OF W/TIIESSES

(-"'..,) (L.S)

(BU.iM.. .dd )

/5...") (L.S )

~
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Fonn Jllx.-4
(F.bn~ry 19871

UNITED STATES

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

NATIONWIDE PERSONAL OIL AND GAS LEASE BOND

KNOW ALL MEN BY THE~;E PRESE~TS. ThaI

as obli~or. is held and finnly bound unloof

the United Slat"" of Ame,..,a in the sum of dollar.

(s ).lawful money of the Unlled Slale" whieh .um may be Increased or decreased bya rider hereto executed in the same

manner a. lhi. bond- for l~"e u"e and henefil of

I the United Slate,,:
! any owner of a port"on of the land ,ubiect to Ihe coverilge of Ihi" bond wh" ha" ..tatutory righlto compen.ation in conneclion with a re~rvalion

of 011 and ga" delJO"it. to tilt Unlled Slale.: and
3 any le.!OCe or perml1ttee under a I"a,e or permit i",ucJ by Ihe Uniled Stale, prior 10 the i""uance of an oil and Fa" lea~ for the same land "ubjecl

to thi, bond coverin!, Ihe u.. "f Ihc ,.urfil,.c. ,'r thc pr",pecling for. or dcvc!,Jpmcnl of. other mincr.1 dep".it. in an) ponion of .uch land- to be paid

to tbe United Stale.

For ,uch paymenl- wcll and lrul) ", "'. milJc. hc bInJ" blm",lf. hi, heir". executor.. admini",ralor". and "occe..or.- jointl) and ..verally, by the!OC pre!OCnt.

If th, amoUnl of thi. bond i" S 150.lXXJ. or If It I'. ral!oCd b) an a"ochcd ridcr tu Ihal amounllhe c,)vcrage "hall c'lend 10.11 the ubligor". holding. involving

uil and ga. depo.il. in thc lnll,'J S'ilte,. incluJin!! A!",l.a. undcr thc Act, Li,ed in S..-hedulc A

If tht amount of thi. bond " Ic", th"n S 150.(KK),I!" c"vcr,,!,c C\lcnJ,. ,mly I" Ihc ohl,gor,. h(llding' In'olvlng oi! and Fa. depo.il' in the Stale or State.

named in Schedule A and lu on) olhcr StOIC ,'r SI"IC' Ih"t mil) "'. nilmcJ in a rlJcr ."acheJ hcrcto funhcrmorc. "uch co'eraFe i. confmed 10 the obligor."

holding" undcr lhc A,-l' ,.iICJ ,'r ,I\hcr ",1 "nd !,iI'. Ic"",n!' iIUlh(,flIIC' iI' mil) bc "ppl,,-,,!1lc

SCHEDULE A

7. 1947 tJO \:.SC. Sec. 3511. and oIhcr oilMin",al Lea'lng AL'I ,'f F"I~ru,,~ 2.'. 1'i~(II-'OlSC S",
and ¥", \"a"n!, "ulh,lnlle, ", "ppIIL"hl"

IXII" AL"qUI"'d 1."nd, 1."",in!, A"I nf Augu'.'

~c\~IES OF ST~TE

\\"HEREAS Ihe nt.li/!nr a~rrr, Ih.1 lhe cnvrragr of this OOnd. in addilion

1" Ihc prc,enl holdin/!, IJf Ihc obligor sh.1I exlrnd 10 and include

i An} nil and !!as lea,c hercafter is,ued 10. or .cquired by. Ihr obligor

arfeClin/! t,ii ..nd !!a, drpt"il' in the Stale or Slales now named in Schedule

A. or i.tcr named in a rider. Ihe covrrage 10 be confined in Ihe obligor.s

holdin!!, under thc ACI' l.iled at thr he.d of the column in which the name(s)

nf thc SlillC or Slatc, appcar, and 10 becomc rffeclivc immediately ulX'n

,",.h i"uancr or upt'n dcpanmental approval of a Iransfer in favor of the

I,bligl'r

2. An} npcralln!! rl/!hl' hcrrafter cnlered inlo or acquired by the obligor.

ilffeClin!! "jl and !!., dcJ'lJSIIS in Ihe Stales now named in Schedule A. or

laler nilmed In a nder. relating 10 oil and gas leases issued under the Acts

Ct1eJ '" S.:hcdulr A Thr co,.erage shall become effective inunedialely ulXIn

Jepilnmenlill ilppr(',al "f Ihr Iransfer of an opcrating right to the obligor .

--

J
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I

WHEREAS Ihe obligor agrees thaI in the event of any defaull under the

leases. lhe lessor may commence and prosecule any claim. suit. action. or

Other proceeding .gainsl Ihe obligor withoul the necessity of joining the

lessees.

NOW. THEREFORE. If said obligor shall in all respee\S faithfully comply

with all of lhe provisions of lhe leases referred to hereinbefore. then the

above obligations are 10 be void; otherwise 10 remain in full forte and effect

That said obligor. in order lhe more fully to secure the Uniled States in

the paymenl of lhe aforesaid sum. hereby pledges as security therefor

negoliable bonds of Ihe Uniled Stales. of a par value equal 10 the amounl

.pecified. which said bonds are numbered serially and are in the

denominalinn. "nd amounts and are oIhe,..ise more panicularly described

in Ihe allached schedule. which is milde a pan hereof. and which said bonds

have been dcpo,iled w~ lhe ScCrelaf) of lhe lnlerior

Thai Ihc said obligor d"", hereb) con'lilutc .nd appoi~ the Secretary of

dIe lnlcrior as hi. allorney. for him and in his name 10 collecl or 10 sell.

assign. and Iransfer Ihe said Uniled Slales bond, above described and

deposited by Ihc obligor. as aforesaid. pursuanllO aulhority conferrcd by

Section I of the Acl of Seplember 13. 1982 (31 US.C. 9303) as securily
for the failhful performance of any and all of the conditions or slipulations

as hereinbefore sel OUI. and il is agreed Ihal. in case of any defaull in lhe

performance of lhe conditions and slipulalions of such undenaking Ihe said

allorney shall have full power 10 collect said bonds or any pan thereof.

or 10 sell. assign. and transfer saM! bonds or any pan lhereof without nOIice.

al public or private sale. free from any equiry of redemption or without

appraisement or valuation. noIice and righl 10 redeem being waived. and

10 apply proceed, or such sale or collection 10 the full anXlU~ or the bond

10 lhe satisfaction of any damages. or deficiencies arising by reason of such

default. as said allorney may deem besl The intcresl accruing upon said

United Stales bonds deposited as above slaled .in lhe absence or any defauh

in lhe performance of any ofthe conditIons or stipulalions ofthe bond. shall

be paid 10 said obligor The said obligor hereby for himself. his heirs.

execulOrs. administralors. and successors. ratifies and confirms whalever

his said allorney shall do by vinue of these presents

3. Any designation subsequcnl hereto of the obligor as opcralor or agent
of a lessee under a lease issued pu"uant 10 Ihe Acls cited in Schedule A

and covering lands in a Stat,: named in Schedule A. eilher presently or by

rider This coverage shall bo:come effeclive immtdioltly upon lhe filing of

such a designation under a lease

4. Any exlension of a lease ,:overed by this bond. such coverage 10 continuc

without any inlerruplion due to the expiralion of the lerrn set fonh in Ihc

lease

WHEREAS the obligor hereby agrees Ihat notwithstanding lhe termination
of any lease or leases. opcr.ting rights or designations as ~rator or agent.

covered by this boncl. whtther the ttrrninalion is by opcration of law or

otherwise. the bond shall rtmain in full forct and tfftCt as 10 any remaining
leasts. opcrating agrttnltnts. or designations r:ovtrcd by thc bond: and

WHEREAS the obligor as to an} lea... or pan of a lcasc for land~ as 10 which

ht has bttn designaled as ()pcrator or agent. or approved as opcralor. in

con.idtration of bting pcrrnilled 10 furnish Ihis bond in lir:u of the It.scc..

agrtt~ and by lhese prtsents docs htrr:by bind himsclf to fulfill. on rehalf

of tach Itsset. allth" obligalions of tach such lease for thr: enlirr: Ica.chold

in Iht same manner and 10 Ihc samt exttnt as though he wcre the le.=: and

WHEREAS tht obligor agrtt. that noIwithstandln~ on} use of Iht security
plcdged hcrtwilh for the 1)U'JX'se for which it is pledged. Iht bond shall

rtmain in full forct and tffccl in tht sum abovt sel fonh and thol he will.

~htntvtr so rcquircd by ti.. Icssor. deposit additional security 10 bring the

security up to the full amount: and

WHEREAS the obligor agrtt" thatthc negltcl or forbtarancc of said It.sor

in enforcing. as againslttlt Itssccs of such lessor. the paymenl of rtnlal.

or royaltit. or the pcrforrnanct of any other covenant. condilion. or

agrtemcnl of lhe Itases. shall not. in any way. rtltase Ihe obligQr from

any liability under Ihi. bo)nd: and

in the presence ofSigned on Ihis dayof

NAMES AND ADDRESSES OF WIT~ESSES

(SiBnalur. ;;r ObIIB..r:

IBu,inc,,-Add;-r:;;s-or Obllgo~

If th;, bond IS .,...uf.d b, .COrpo'Df;D" if mu" b"D' th" "'D/'ff ,uch ""I""Dti""
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UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

NATIONWIDE PERSONAL OIL ANO GAS LEASE BONO

KNOW ALL MEN BT THESE PRESENTS, Th8t

01 .-obliao'. ia MId ad fj..ly bound ..nlo

the United St.te. 0/ Americ. in the of doll.,.

(S ), l.wr..1 ey or the United Sta... wQch y be inc~-d « dec~..ed by. ride,
he..to e.eC1lted in tbe 0.- -one, ..lIIis bond, f« lIIe nd beaelit of

I the U.ited S..tes;

2 .ny owne, 01 .porti... of the land s..bjoct to the cove..le of tbia baed who has ..t.t..t°'Y ,ilbt to compensa-
ti... in con..cti... with a -erv.tioo or oil and I.. deposits to 111. Ullited St.tes; and

3. .ny lessee 0, pe...ittec under. I..se 0, permit issued by the United States pri°, to the iss...nce or .n oil and
cas I fn, the ..-I.nd ...bjoct to this bood co..rinl tbe of .be ..rfoce 0, the praoPectinl ro" or de..IOpment
of, otbe, mi l dep<5its in .ny portion of such land, 10 be paid to the Ullited Stole.

F« ..ch :,",...nt, -U and t..ly to be ..ade, he bind. himselr, bis hei,., ..oculors, ad..ini.lraton, .nd ODCceSSOrs,
jointly .nd severa1Jy, by thes. p,esen..

1! the a..0,,"1 or d\is bond i. SISO.IXXI, 0, if it is ,aised by ...ttached ride, to th8t ..ounl, the cove,"le .h811 e.tend
to all the obUlor'. boldinp involy;.1 oil and p. deposits io the Ullited Stst5, iacllldio& Alask., ,,"de. the Act or
Acts cited io Schedllle A.

If tbe ...0,,"1 of thia b..Id ;s Ies. than SISO.000, its cov...ce ..tends ~Iy to ...obliaor. boldinp involvi.& oil ..d
ps deposits io the Stst. 0, St.,e. ..-d in Schedllle A and 10 ..y «be. g.te « St.t.. th.t -y be ..-in. rider
.tloched he..to. F.rther-. .lICh cove..l. i. c~fu.ed "' the obliFr. hUdinp ,,"de, ...Act or Act. cited ., the
he.d ortbe colu... WIde. wbich the ..8Ie(.) or the St.t. or Stole. pJoced, « -y be he~.fter ploced by tbe
.fo tioned rldet

SCHEDULE A

-,~ D-.. Act ., F 2S. 1920
(41 S.., 437) (30 USC 1.1)

NAMES Dr STATES

,,- Lao "et 01 " 7.1947
(.' ...c .'.; ..U..C 1.1)

11".£1 OF ST"T£S

a.,..,me... Dr d..ienat;.ns, and ;5 oblilaled to compJ)
witb certa;o cove"anl5 and al '.nt5 sel fortb ;0 such
;nstruDOOn..; ..d

WHEREAS the oblilor al...s Ibal Ib. cov.ral. of th.s
bald, ;0 add,ti~ 10 tho pr...nt hoJdinls of th. oblilor
shall ..t.nd '0 ."d include

1 Any oil and ID I.as. ho..afl.r issu.d 10 ",
acquIred by, the obJilor affoclinl 0;1 and la. d.posll.
;0 Ih. Stale Dr Stal.. now nom.d in SchoduJ. A, or la,e:
na-d io a nder, Ihe cove..le to be c~fined In th.
obl;lor'. boJdlOp und.t Ib. Acl or Act. cited a' ,h.
bead of Ih. colu~ on which th. name(s) of th. S'ale or
S..t.s spposn .nd to boco... eff.ctiv. ;mmod,attll
upon such iss"..,c. or upoo dopart...nlal approval of ~
transfer in favDr of rh. oblilor

The conditIons of tho fo~loinl oblil.lions uch

Ih.l. wh Ih. s.id obli..r. in on. or mo.. or the

followinl ..ys. h.. ..int.~.t in oil .nd ...le issued under tho Act or Acts cited in Schedule A of

this bond

I.. the lessee of .ucb 10 ;

2 ..the .pproved bolder of oper.ting rights in .II

or parI of tho I.nd. covered by such I \lnde, oper.

oting .creem..ts with the Ieuees; .nd

3. u d..ilnoted operator or .lent \lnde, such

1.0... pendinl opprovol 01 ig"",.nt or oper.rlng

ogr...'.Dt; aDd

WHEREA. tho oblig~ is .uthorized to drill fOt. mine.

e.tr.ct. ..move. .nd d;.po.. Dr oil and I.. d.p~,t. in

or under tho tond. c",.red by the I ope,a,lnl

BLM MANUAL
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WHEREAS the oI,lilor .pees that In the eve.t 01 ..y
default w.ser the Ie.ses, the I...or -y co.-- .od

pr.-ecute ..y cl.im, suit, actioo, or other plGC8edi.1
.pi-t the obliltW without the -..slly 01 joiJli.1

tbe I..saea.

No., THEREFORE, U s.id oblllor sh.1I In .II ...
specta I.ithfully comply with all of tbe provisions of
the le-s ralened to helei.belore, the. the .bove

oblil.tiooa ~ to be void; otherwise 10 ram.i. i. fwl

force .od ellecl,

Tbat ..id oI,li&or, In order the more lully to secore the
Uolted States In the payment 01 tbe .Io~..id s ,
he~by pled..s ...ecurity theral.. oel«iable bonds
01 the U.ited St.tea, 01 .par v.lue aqual 10 tbe
.mount specllied, which s.ld hoods are oumbe..'.S
seri.lly .od are In the de.omi..tions .od amounta .od
.~ otberwi.e more particularly described i. the .ttached
schedule, which is m.de a part berool, aod which s.id
boods have bee. depoaited with the Secret.ry 01

the Interior.

That the s.id ob IIi.. does hereby constitule .od appoInt
tho Secretsry 01 the Interior as his .,tomey, lor him .ud
in his n.me 10 collect or to sell, as.i&n, aod transler the

s.id United St.tos bond. abo.. described .od dopoaited
by tbe obli&Of. ss aforesaid. pursuant to .uthority con-
lened by Sectioo 1 01 the Act 01 july 30, 1947 (61 St.t.

M6; 6 U.S.C. IS) .s -llrity lor tbe laithlul porlo-nce
of .ny .od sll of the conditiooa or stipulatioos .s bere-
iobelore sot oUt, .od it is .&reed th.t, in c.so 01 any
del.ult in tho porlor...nce 01 the conditions and
stipul.tions of such ur.dort.kin& tho s.id .ttoroey sball

ha.. lull pnwer to collect s.id bonds or ..y part
tbereol, tW to sell, ..siln, aod tr.nsler s.id bood. or

.ny part thereoi without notice, .t public or priv.te
sale, 1- lrom ..y aqulty 01 redemptio. or WithoUt
.ppr.isoment or v.luation, notico and rilht to ..'.S..m
hei.& waived, and 10 .pply procoed. 01 such s.le or
Collection to the lull .mount 01 tho bood to the s.ti.-

I.ction of ..y dam.ps, or deliciencies arisin& by
re..on of such deloult, ..said .ttorney may deem best.

The i.terest accruin& Upoll a.id United Stat.. hoods
depoaited ..abo.. .t.ted, in tbe aboeoce 01 any
del.ult In the porlormance 01 any 01 the conditions or

Stipul.tio.. 01 the bond, .hall be paid to s.id obligor.
The ..id obli&or hereby for himsell. bis heiJ5, e.ec..
tors, administrators, .nd successtWS, ratilie. .nd

confirms wh.tever his .aid sttorney sh.11 do by virtue

of these presents-

, in the presenco 01:

2. Any oper.tinl nt b lt.r .nt.led intn

or "cquired by the nbli..., ,lffectin. oil .1.1... depooita

in he St.t.. now no- ill Scbedul. A, ..IotOf -
in a rid.r, rel.tin. 10 oU .1.1 ...I i ed ...SOl I

the Act or Acta cltecl la Scbedul. A .1 the beecl of the

cnlumn in which tho, n.- of the Stat. la plocecl. The

co".r... ahal1 bec.- .lllective i..-i.t.ly Upoll cleo

po,t...ntal approval of the a-mont ..01 a "...I.r of

an oper.tin. .aree-nt to tbe obli.or.

3. Any d.alanalion .ubaeq..nt ber.to 01 the nbl1.or

0. oper.t.. ..°..nt 01 .1 w.ser .I Ia.uecl

pu nt to .n Act ..Acta cltecl In Scheclul. A al.1

co..rin. l.ecl. in ° Stat. ..mecl la Scbadul. A, .Ithor

pr"a.ntly or by rldOf. Thla covera.. .ball bec~

.flectiv. i J;.,./y upoo, the filin. of h .d..ian..

ti4,n uecl.r ° 1 4. Any ..,...Ion of .1 cov.recl by thla b<X.d,

.,ch cov.r... to contln... without .ny lat.rruptlon du.

to .be ..pir.tlon 01 the I ...lortb In the I W HEREAS .be obli... b.~by ..ree. tb.t notwitbat.nci-

ing the t.nnln.'ion 01 .ay 1 or I , ope..ting

.Kr nta or d.aign.tion. ..oper.tor or .g.nl. cov.red

h" .hi. b<X.d. wh.ther the t.nnin.tion is by operation 01

I.w or otb.rwi... th. ho,,! .h.11 ..m.in in luU lorc. .nd

.llect ..to .ny rem.ininl: I operBtlng B&re.m.nt.,

0" d..ian.ti co..led by the hol.1; .nd

WHEREAS the obli... ..to any 1 or port of .1 111! I.nd. .a to which he bao b..n deaian.ted aa oper..

tllr nt, ...pprovecl ..operator. in consid...tlon 01

bein. pennjttecl to lumi.h thi. hol.1 in Ii.u 01 th.

1 , ..reeo .ncl by 11,... pre.ent. doe. h.reby bind

hi...eU to luUill. on beb.11 01 e.ch le..ee. .11 the

obli..tio.. 01 e.ch b le- 1.. tho .ntire 1 bold

i, th. er .1.1 la the tent ..though b.

".re the les.ee; .nd

"HEREAS tbe oblig.. .aree. th.t notwith.t.ncling .ny

,se 01 the .ecurity plecll:ecl herewitb lor tbe pu'POO. lor

"hich it i. plecl.ecl, the b<X.d .h.11 , in in lull lorc.

.nd ellect in the .um .Ioove .et lortb .1.1 th.t be will,

"henever so required by the le depooit .ddition.1

..curity 10 bring the .ecurity up to tbe luU .mount; aod

\1HEREAS the obli.or .pee. tbat th. neglect or 100-

loear.nce of ..id l...or in .nlorcing, ..a.aln.t the

I 01 b le , the poy...nt 01 rental. or roy.l.

ti.s or th. performance cl .ny other cov...nt, condition,

"r agreement 01 .be I , .hal1 not, io .ny WBy.

.elea.. th. obligor Irom any Ii.bility und.r thi. hood; .nd

Si.n.d on thi. d.y .1 , 19

-(S tW. 01 ~l...)(N.- of WilU..)

(BU.in... Ad of Obi;'-1(~d 01 Wit )

(N of )

(Add' o,wii )
'II... ...d ..r%rcolrd ., .co.p"'.'.o". ., mo" ,.' ,..I 01 .oc. c..p",.'...

..0 00'
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KNOW ALL MEN By THESE PRESENTS. That. we.

as principal.

and. as surety. are

held and firmly bound UI~tO the United States of America, in the sum of

dollars ($ ) lawful money of the United States. for the use and benefit of ( I) the U nited Stales; (2) any owner of a

portion of Ihe land in Ihc lease bearing Ihe above serial number who holds his land subject to a reservation of the oil and gas deposits

to the United Slates; and (3) any lessee or permittee under a lease or permil issued, orto be issued. by the United Slales covering Ihe use

of the surface orlhe pros)Ccling for, developmenl of, other mineral deposits in any portion of such land, to be paid to the United States.

For such payment, well and truly to be made, we bind ourselves, and each of us. and each of our heirs, execulors, administrators.

successors, and assigns, jointly and severally, by these presents.

The condition of the foregoing obligation is such that notwithstanding any assignment or assignments by the

operator I principal of an undivided interest in any operating

agreement or operating rights covered by this bond. in which

event the assignee or assignees shall be considered to be a

coprincipal or coprincipals on this bond as fully and to the same

extent as though his or their duly authenticated signatures

appeared thereon.

WHEREAS. by lease bearing the above serial number. the lessee

was granted the exclusive right to drill for, mine. extract, remove.

and dispose of all the oil and gas deposits in or under the leased

lands. under and pursuant to the provisions of the Mineral

Leasing Act of Februar:y 25, 1920 (30 U.S.C. 181 et. seq.), as

amended; or Act of Al;lguSt 7. 1947 (30 U.S.C. 351-359), as

amended; and the regulations thereunder as contained in

43 CFR Pan 3100.
NOw. THEREFORE. If said principal shall in all respects

faithfully comply with all of the provisions of the above-

described lease. then this obligation shall be void. otherwise to

remain in full force and effect.
WHEREAS. said lessee has. by vinue of the lease above referred

to. entered into cenain I:ovenants and agreements set fonh in

such lease. under which operations are to be conducted; and
It is understood and agreed Ihal Ihis bond is being furnished in

contemplalion of drilling operations 10 be performed by the said

principal on the lands in the above-described lease. II is also

understood and agreed Ihat the neglecl of forbearance of said

lessor in enforcing as againsl Ihe above-named lessee. Ihe

payment of rentals or royalties or Ihe performance of any other

covenant, condition. or agreemenl of the above-described lease,

shall nO1, in any way. release the principal and surety, oreither of

them. from any liabilily under this bond; and. it is further

understood and agreed that. in the event of any default under the

above-described lease, the lessor may commence and prosecule

any claim, suit. action. or other preceeding against the principal

and surety. or either oflhem. wilhout Ihe necessity ofjoining the

above-named lessee.

WHEREAS. by operating agreement approved by the Bureau of

Land Management on the above date. the principal herein has

been designated as "operator" with respect to all or part of the

leased lands; and

WHEREAS. the said principal in consideration of being permitted.

in lieu of the lessee. to j'urnish this bond agrees and by these

presents does hereby bind himself to fulfill on behalf of the lessee

all of the obligations of the said lease in the same manner and to

the same extent as though he were the lessee; and

WHEREAS. the surety w:lives any right to notice of. and agrees

that this bond shall remain in full force and effect.

"untinurd on """,,)

BLM MANUAL
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H-3104-1 -BONDS

Bond of Oil and Gas Lease Operator,

Form 3104-2 (July 1986 Edition)

da~/ of .19 .in the presence of:Signed on ihis

NAMES AND' ADDRESSES OF WITNESSES

[L. S.]
(Sirnature or Principal)(Signature)

{Business Address)(Address)

[L.S.]
(SiKnatu~ of Su~ty)(Signature)

(Business Address)(Address)

(Signature)

(Address)

By
(Signature)

(Address) (Address of Su~ty.s Agent)

BLM MANUAL
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8-3104-1- BONDS

Bond of Oil and Gas Lease Operator

Form 3104-2 (October 1975 Edition)

BLM MANU ~L
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R-3104-1 -BONDS

Bond of Oil and Gas Lease Operator,

Form 3104-2 (July 1974 Edition)
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H-3104-1 -BONDS

Bond of Oil and Gas Lease Operator,

Form 3104-2 (January 1971 Edition)

, .s pnncip.l

and, .s surrtl'. .rr
hel, .nd firmly bound unto the United St.tes of \menca, In the sum of
dollars ($ ) I.wful money of the Uni!ed States, for !he use and henef,t of (1) the UnIted Slates, , :!) .n,
owner of a portion of lhe l.nd In the lease he.nnllhe above s~'i.1 numb., who hol.ts h,s land subJ~c! 10 a rrser\aIIO~
of 11.. oil and las deposits !0 the UnIted Slal~s and (3) .ny I~ss.. 0' permilt.. unde, a I~ase 0! p~I""1 Issu~d, or !0
he ISSUed by the Uni!ed Slal.. cov~nnl th~ us~ of th~ surf8C~ 0, Ihe prosp~cllnl for, d~v~lopm~nl ol oth~, mln~'al
deposits In .ny pnnlnn of such land. to he paid to the Uniled States For such paymen!, well and !ruly to he made, Ke
binci ou,selves, .nd ~ach of us, and each of our heirs, execulors, admlnlsl,ators successors, .nd .ssICns, jotn!l, .nd
sev"rally. by !he,. pres~n!s

The conditJon of the forecolnl oblilatlon IS such !h.,

""EREAS, by lease heanng the above sonal numbe,

the lessee was g'an!ed Ihe exclusive rilht to d,ill for .

mln", exl,acl, remove. .nd dis?os~ of all Ihe oil and

gas dep~its in or undo, Ih~ l~ased I.nds. und~, .nd

purstlan! 10 Ih~ provtslons of the \I,n~,al LeasIng Act

of I'eb,uary 25, 1920 (40 St"t 43i), as amended or i
Acl of Atlgusl 7, 1947 (61 Stac 'l13c as amended. i

and

to fulf,ll on behalf of th. I.ss..' all 0[ th. ohl,gatlOnS

01 th. saId I.as. In th. sam. mann., and to th. sa;n.

.xt.nt as thoUgh h. w..e the I.ss.e

NO-. THEREFORE. If said pnnclpal shall In all r.-

sp.cts faithfully comply with all of th. prov.slOns of

Ih. abo..-d.scnbed I.as.. th.n Ihls obl,gation shall be

void oth.rwls. to rema,n .n full 101C. and .ffect

It IS und..stood and ag'..d that th,s bond IS bo,ng fu.-

nlshed In cont.mplatlOn 0[ drillIng -.al ions to b.

perlo.m.d by th. said pr.nclpal on th. lands In th. abovo-

descnbed I.as. It IS also unde'stood and ag,~ that

th. n.gl.ct or forbea,anc. of said lesso, In enfo.Clng. .s

agaInst th. abov.-named lesse. the payment of renlals

or royaltl.s 0. the p..tomance 0[ an, oth.r co,.nant.

conditIOn 0. ag.eement of th. abo,--described I..se

shall not. in any way rel.ase Ih. prlnc.p.1 and sur.t~.

0. .,the. of them. from any liabilIty und., th,s bond. and.

It IS [unh.. und..slood and ag...d that. In the .vent of

any d.faull und.r the above-descnbed I.ase. the 1.Ssor

may cOmm.nc. and prosecul. any clal;n SUIt. action 0.

othe, p,oc..'d,ng agaInst th. prIncIpal and sur.'y. 0.

eIther 01 th.m wIthout the n.c.ss", 0[ 1°ln,ng the

abo..-named I.ss..'

~HERE.S sa,d I.ss.. has. by "irtu. of th. l.a5. aboy.

.ef.,Tod to. ~t..ed Into c.rtain co\l.nants and alree-

men15 5.t forth In 5uch l.a5.. under which ope,at1ons

...lo be conduct.d .nd

IIHEREAS by op...',ng avoem.nt .ppro".d by Ih.

Bur..u of Land \I.nal.men' on 'h. above dat. th~

p"nc,p.1 h..eln has boen d.5Ignat.d a5 "Op.,a10'..

w,th '.5p.Ct '0 .II 0. p." of the I..s.d lands and

IIHEREAS ,h~ s.ld princlp.1 In consld.r.tlon 01 b.,ng

pe.mtttod in lieu of th. 1.5Soe to furnish thl5 bona

ag.e,,5 .nd by the5. 0..s.nt5 doe5 h...bv b,n-1 h"."clf

S,gn.d on this dayor 19 In the p.e5ence 0,

NA..ESA"D ADDRESSES OF W,TXESSES

Ls

0- lBu-,n... Add~..1,'dd,...,

L s'S,.n.,u~ or Su,"", -IS,..,,",.'

IAdd ' I Bus Ad s

tS'on"u'.'

IAdd,...'

8).
,s..~,u,.,

,Add."" .r S..'"'r'. A."n'(Add ,

G.o "' .,"

BLM MANUAL



Appendix 12

H-3104-1 -BONDS

Bond of Oil and Gas Lessee.

Form 3104-1 (June 1984 Edition)

I

r
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H-3104-1 -BONDS

Bond of Oil and Gas Lessee.

Form 3104-1 (October 1981 Edition)

made 0, effected by comm;tment or tbe 1 to any

unit, coope,.tive, co unit;zatioD 0, sto'"ae ag-ment,

or development coot,"cl, au.pen.ion 01 ope,ation. 0'

p,oduction, waiver, .u.penaio. 00 cbaoge ;n renlal,

m;njmum royalty and 'oyaltie., cOmpon..tory royalty

paymeDl., 0' olhe,wi.e

NOw, THEREFORE. ;1 the .a;d p,inclpal, hi. he;..,

e.ecutoo.. admio;.uato.s, .ucce..o.. a hall

fully comply w;th 011 Df the term. aDd cD.d;t;o.. 01 .aid

le... 0' aoy extension thrreol aulbo,ized by law, u.e

all ,...on.ble prec.ut;DD. tD prevent damaae to tbe land,

leave the p,emi... ;., a .ale c...d;tjoo upon the le~i-

nat;on 01 .aid I , aod compensate the ent'Y1nan.

p.tentee. 00 .urface own." II any. lor damage. to lbe

land .1 ,equ.~ by law, then tbj. obtigation .hall be

oull and void; olhe..i.e 10 rematn In fuJI fooce and effect

...principal.

..d urety. .re

held .nd firmly boulol unto tbe United State. of Americ. in tbe .u"' of

doll.r. ($ ) I.wlul mo~y of the United St.tes. frx tbe use .nd benefit of (1) tbe United St.tes; .ad

(2) any "..rym.n. patentee. or surf.ce owner of any prxtion of tbe I.nd. covered by tbe 1 be8linl tbe .bove .erl.1

n.mber ,°ho i. entitled by I.w to compen..tion in connection witb .reoerv.tion or the oil .nd la. depo.it. to the

United !t.te.. for which p.y...nt. well .101 truly to be m.de. we. by these pre.ent bilol ourselve.. .nd e.ch of u.. .101

e.ch of ...r beir.. esec.tor.. .dmiR1.tr.trxs. succes .nd .ssil... jointly .od sover.liy, upon the followinl

conditions. vu

Tho conditions of this oblil.tion .re such tb.t. whore..

tbe s.id princip.1 has been Ir.nted the le.se .bove

r.foned to. upon tbo I.nds described therein .101 upon

cootiitions thereio expres.ed; and

~'HERE.S. tbe surety waive. .ny rilht to notice of. .nd

.1-. th.t tbis bond shall remain in full force .nd

olfect. IImwitbstandin&

1 J\ny .ssi&DJDent or assilnment. of .n undivided

interest in .ny p.r! or .IJ of the I.nd. in the le.se, in

which event tho .gi&nee or a..i&nee. sboll be consid-

ered to be coprincipal or coprincipal. on this bond ..

fully ODd to tbo s."'o extent ..thou&h bix or their duly

.uthentjc..ed si&nature. .ppe.red thereoa

2 llAy ...i&Mlent of so",o of the lands described

in tbe l,go. the hood to rem.in io full rorce .nd effect

only ..to the lands ret.lned in the 1 3 llAy exten.ion of the leaso term, any modi-

"c.tlon or the lo.so. rx obli&.tlon. thereunder. whether

19 io the p.eseoce ocSil..d 0. this day .f

"AMES AND ADDRESSES 0. WITNESSES

J. s;:.

-(A ) ( " A-..)

(Si of S...ry) ]. S~
(Si...t...)

(B..in...A..~..J(Add,.,.j

(Si...,um

("ddr...,

By
-<Si-t.m

lAddIe.. 01 S..eIJ" 1!(Addr...)

r )104-1 IOctobe. 1981)

BLM MANU ~L
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H-3104-1 -BONDS

Bond of Oil and Gas Lessee,

Form 3104-1 (August 1973 Edition)
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8-3104-1 -BONDS

Bond of Oil and Gas Lessee,

Form 3106-1 ((July 1968 Edition)

UNITED STATES
DEpARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

BOND OF OIL AICJ GAS LESSEE
.ct 0' , ". 19'0 (., S..,. .]7). ...m ,

.0.01 7, 1..7 161 S..L 91]), n...

I Bond Num"",r... ,,1~-1
(1- ,...'

I Land Olfiee and S."al Nu..be,

KNOW ALL MEN BY THESE PREsEHTs. Tho, we.

..s p'incipol.

.nd ...surety. .re

held "M firmly bouM unto the United St.te. or Am-ric. in the sum of
doll.rI ($ ) I.wful money of the United St.te.. (or the... .nd ben-h! of (I) tIs" United St.t..; .nd
(2) ..y entryman. patenl... or surface own., of .ny portIon of the land. covered by the le... be.riD& the .boY" .erlo1
n...bo,r .ho is en!itled by 1.. to compensation in connection with. re.e...,ion or lhe oil end I.. depo.it. to the
United St.tes. for .hich p.y-nl. .ell aM truly to be made. we. by these p,e.eot biM ourselye.. .nd each of us, aM
e.ch of oor heir,. executor.. .dministrat«.. successOr5. .nd ass,lns. joln!ly .nd .eyerslly, upon the followlnl

condi"lon.. YIZ

The cDnditionl of th.. oblilatlon are such !h.t. where.s

the ..id princIpal h.s been Iranted !he I aboye
..f.rr,od 10, -n !h. I.nds described therein end upon

condi1ion. therein expres.ed; end

WHE.EAS. th. .ure!y waiYe. .ny rilht to DOt,ce of. .nd

.1-. th., thi. bond ;h.11 remein in full force .nd

effect. n...ithst.ndinl
I Any ...'Inment or ..5i&nmen!s or an undiYided

in!ere.! In .ny p.n or .II of the I.nd. in th. I.a.e. in

.hlch eYent tbe as.l&nee or .sslln- sh.ll be con.id.

.red to be coprlncip.i or coprIncIpal, on this bond ..

fully .nd to tbe sam. .xtent as thou&h h,. 0! their duly

auth."t1Cated .,.nature. appe.~d thereon
2 Any .s.ilnment of some of the lands de.cribed

In th, le the bond to rem.in In full force and effect

only ". to the I.nd. r.t.ined In the le...
3 Any .xt.n.lon of the le... t."", any modi-

fical;',n or the I '" obli&.tion. lh.reunde,. whethe,

mad. or .U.C!ed by commil-n! of th. .I !0 .ny

unil, cooper.! IV., communiti..!ion or .!OraIC a&reemen!,

or dovolop...nl con..oc!, .u.pcn.ion 01 ope,o!ionO or

p,odoctlon, -IV.r, .uspenoioo or ch.n&. in ,.n!.l,

minimum roy.I!y .nd ,oy.l!i.., cornpens.tory roy.lty

p.yment., or oth.rwi..

No., THEREFORE, if th. ..id princip.l, hi. h.irs,

...c:u!ors, .dmlni.'r.tors, .ucc...ors, or ...t&ns .h.1l

fully comply wi!h .Il of the t.rm. .nd condiIlon. of ..id

le... or .ny .xt.n.ion the,.of .utho,1Zed by l.w, u.e

.Il ,...0..bl. p,ecau!lons !0 pr.vcnt d.m.&e 10 !he I.ad,

leav. the p,eml... in. ..fe c..,di!lon upon th. terml-

..!i.. of ..id leo.., .od COnIpens.t. the eo!'Y1D.n,

p.ten!ee, ~ .Ufloce owo.r, if .ny, for d.m.&es to !he

I.nd ..required by l.w, then this obl.&.tton sholl be

null and void; otherw.s. 10 rem.ln in full forc. .nd effecL

19 in the presence 01S,gn..f on Ihis d.y or

NAMES AND ADDRESSES OF WITNESSES

.ISipa'...) IS ,... 01 P,..C ) J.. SJ

-..
(AMI...) ( A )

i ---!"L S-
(Si.-tu..) (Sipa 01 ,) ~ .'-

(80 AddN..)(A oa)

" (Si J

--;A"dd;.-;;~

By-,
(Si-t )

i (Add'...> --(Ad or ..,.ty'. A...t)
i i ,

BLM MANUAL
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H-3104-1 -BONDS

Oil and Gas Exploration Bond

Form 3045-3 (May 1981 Edition)

FonD 3045-3
(M.y 1981)

(Fo 1y 3107-3)

UNITED STATES

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

OIL AND GAS EXPLORATION BOND

!43 CFR, SUBPART 3045)

KNOW ALL MEN BY THESE PRESENTS. That we

of as principal,

and

.as surety,

are held and firmly bound unto the UNITED STATES OF AMERICA in th~ sum of dollars

{$ ), lawful money of the United States, to be paid to the United States, which sum may be
increased or decreased by a rider hereto executed in the same manner as this bond, for the use and benefit of {1) the

United States; (2) any entryman or patentee or surface owner of, or the holder of any interests in, any lands in which

the oil and gas dep~its are reserved to the United States and upon which exploratilXI operations will be conducted;

and {3) any lessee or pennittee under a leese or permit issued or to be issued by the United States for lands 00 which

the oil and gas e]:ploration operations will be conducted. For such payment, well and truly to be made, we bind

ourselves, and each of our heirs, executors, administrators, successors and assi&ns, jointly and severally by these

presents.

SCHEDULE A

STATE OR STATES

SCHEDULE B

L

BLM MANU~

Suner~e~ Rel
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H-31O4-1- BONDS

Oil and Gas Exploration Bond,

Form 3045-3 (May 1981 Edition)

If the amount of this bond is $50,000, or if it is in-

creased to that amount, the coverage shall extend to all

of the principal's oil and gas exploration operations in

the United States, including Alaska.

Intent to Conduct Oil and Gas Exploratioo Operations

across and upoo public lands with the District Manager

in the Diatrict wherein such operations are to be con-

ducted. and

M'HEREAS, the principal is obligated to comply with the

covenants and conditions set forth in such Notice of

Intent to Conduct Oil and Gas Exploration Operations,

If the amount of this OOnd is $5,000, its covera&e

shall extend only to the principal's single oil and &as

exploration in the township(s} and ran&e{s} set forth in

Schedule B.
"'OW, THEREFORE, IF said principal shall in all re-

spec1s faithfully comply with all of the terms and con-

ditions of the Notice of Intent to Conduct Oil and Gas

Exploration Operations and such other corrective meas-

ures to rehabilitate the land as may be required by the

District Manager , the surety shall incur no liability,

but, if the principal should fail to do so, the surety shall

be liable to the extent provided in this bond.

If the amount of t!,is bond is $25,000, its coverage ex-

tends only to the principal's oil and gas exploration

operations in the State named in Schedule A.

The conditions of the foregoing obligations are such

that, whereas the said principal has filed a Notice of

.in the presence of:19dayofSigned on this

NAMES AND ADDRESSES OF WITNESSES

(Principal)

(Busines. Address)

(Surety)

(Business Address)

GPO ..1
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H-3104-1 -BONDS

Oil and Gas Exploration Bond,

Form 3107-3 (December 1967 Edition)

Fo.. 3107-3
(Dee.mberl967)

UNITED STATES

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

OIL AND GAS EXPLORATION BOND

(43 CFR, SUBPART 3107)

KNOW ALL MEN BY THESE PRESENTS. That we

of .as principal

and

or , as surety,

are held and fi,1Dly bound unto the UNITED STATES OF AMERICA in thp sum of dollars
($ ), lawful money of the United States, to be paid to the United States, which SWD may be
increased or decreased by a rider hereto executed in tIle same manner as this bond, for the use and benefit of (1) the
United States; (2) any entryman or patentee or surface owner of, or the holder of any interesta in, any lands in which
the oil and ps dep..ita are reserved to the United Stales and upon which exploratioo operations will be- conducted;
and (3) any lessee or permittee under a lease or permit issued or to be issued by the United Statea for lands 011 which
the oil and 18t' explorati<Xl operations will be conducted. For such payment, well and truly to be made, we bind
ourselves, and each of our heirs, executors, administrators, successors and assigns, jointly and severally by these

presents.

SCHEDULE A

STATE OR STATES

BLM MANUAL

Supersedes ReI.
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H-3104-1 -BONDS

Oil and Gas Exploration Bond,

Form 3107-3 (December 1967 Edition)

If IM amCMlDt Df tIll. ~d 18 SSO,(KX), or If It 18 ID.

c.-.ed to that amount, the coverace .hall extend to .0

of the pritlClpaJ'. oil and &8. explor.tion operationa ID

the UDited States, IncludlDc Al..kL

Intent to Conduct Oil 8IId G8s Explorati~ 0peraU-
8(;~S and upoo public landa with the District M8D8&er
In the District wbereln such operatlCXIs ue to be com.
ducted, and

WHEREAS. the principal la oblipted to coaply with the

covenants .nd cooditioR8 ut forth in .uc:h Notice of

Intent to Conduct Oil 8Rd Gu Explor.tion Oper.tioos.

If the amount of thi. bond I. S5,000, Ita covera&e

.ball eztel~d only to the principal'. .ingle oil and &a.

ezploratiorl in the township(s) and ran&e(s) set forth in

Schedule El.
NOW. THEREFORE. IF said prIncipal shall In all reo

spects faithfully comply with all of the terma and C(XI-

ditioos of the Notice of Intent to C011dllct Oil ..d Gas

Exploration Operati0Q8 and sucb other conectlve -0-

ures to rehabilitate the land ..may be required by the

District Manager, the surety sba1l Incur DO UabiUty,

but, if the principal should fan to do 80, the surety aball

be liable to the eztent provided in thia bond.

If the amo\lJ\t 0! tbia bond la $2S,000, Its coverage ex-

tends ool~ to the principal's 011 and &as exploration

operatioos in tho! State named in Schedule A.

The conditions of the fc.e&oin& obligations are such
that, .be.- tile said prIncipal ha. filed .Notice of

Sl&11ed m this day of .19 .In the presence of:

MAKES AND ADDRESSES OF WITNESSES

(prillclpal)

(BaolDe.. Acldreoo)

BLM MANUAL
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8-3104-1- RaNDS

Regional Solicitor's Memorandum (No. BLM.ER.O659)
Dated October 26, 1989, "Federal Oil and Gas

Lease Bonding -Period of Liability"

United States Department of the Interior

orncr. OF 1Hr. soucrro&
WASHING'ION,D.C. 20240

BLM.ER.O659

CD' !1.Me80randua

Regional SolIcitor

Rocky MountaIn Reqion

To:

Fro.: Assistant Solicitor. Onshore Mineral.

Subjec1~: Federal oil and Gas Lease Bonding--Period of Liability

We havlt reviewed your draft me.orandum (attachment) on the
above-J:'eferenced subject. We concur that the te~ination of the
period of liability for a federal oil and gas lease bond does not
relievll the surety of liability for improper activities that
occurrtld durinq the period the bond was in effect, but whose
adversl. effect did not manife.t itself until the bond wa.
release~. Thus, as pointed out in your aeaorandu., the adverse
effectll of a well which was iaproperly plugged and abandoned
during the te~ of a bond would not relieve the surety of
liability if those effect. did not .anife.t the8selve. until
after the bond had been released. Siailarly, an applicable
statut. of liaitation. would not begin to run until BLM was
actually aware or should have been aware of adverae effect. of
the iaproper activity or the iaproper activity itself.

For exaaple, assuae a gas well wa. iaproperly plugqed in 1968,
the leas. expired in 1970, and the bond covering activities on
the lease was released in 1970, but the adverse effect. of
i.proper abandonaent did not become manifest until 1986. Because
the i.proper activities occurred during the te~ of the bond,
that it was released in 1970 does not affect the liability of the
surety 'to recompense BLM for costs associated with aitigating the
adverse effect. Morever, the applicable statute of li.itations
would not beqin to run until 1986, when the adverse effect. of
the iapJroper activity became evident.

We undeJ:".tand that some federal oil and gas lease sureties are
requestJlnq that BLM not only release the bond at the end of the
tera, blit that BI.H also cancel the bond. BLM should not agree to
cancel ~Iny bond. A cancellation would imply not only that the
period of liability has terminated, but also that the surety is
relievedl from liability for any improper activities that occurred
during the period the bond was in effect, even if the adverse
effects of such activities do not become evident until after the
cancellation of the bond. This would leave BLM in an unprotected
position should later events demonstrate that such improper

BLM MANUAL
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,c:ti~'.itie. occurred durinCJ th. ten of th. bond. For this
r4aaSCln, BUI should .tat. in the release that only the period of
l:Labj.lity ha. ter8inated.

w.. rllco-end that you trans.it a copy of your siqned aemorandua
v:lth ours attached to all R8CJional and Fi.ld Solicitors. It you
have any questions, please contact Stephen Brown in this branch
a1~ F']~S-34 3-4146.

.L..LL

R. Murray

t"
Attac:hment

cc:: Chief, Division of Fluid Mineral.
Leasing, Bureau of Land Management
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Uniled Slales Depaflment of Ihe Inlerior

BLM.RM.O!*46

Memorandula

To:

From:

Subject:

State Director, Colorado State Office, Bureau of La~d

HanagelDe~t

Regio~al Solicitor. Rocky Mountain Region

Effect of Termi~atin9 the Pe~iod of Liability of Oil
and Gas Lease Bonds

STATEMENT OF ISSUE

You ask the effect of BLH's terminating the period of liability of
a perform,ance bond given to assure compliance with the terms and
conditions of Federal oil and gas leases. Specifically, you want
to know whether terminati~g the period of liability means that the
Bureau of Land Management (hereinafter BLM) can ~o longer obtain
money f~om the surety on that bond for a lessee's breach of some
condition of the lease. Suppose, for example, that a lessee had
improperly plugged and abandoned an oil veil, and then BLM had
te~minated the period of liability. BLM ~i8covers the improper
plug9in9 tvo years later when there is leakage at the vell site
vhich does extensive damage to the vegetation and vildlife. 15 the
surety nevertheless liable for the damages?

ANSWER

Our reseaJ:'ch indicates that the surety is still liable.

ANALYSIS

As a general proposition, a bond or fidelity bo:1d is a contract
which must: be construed in accordance with the terms of the
co:ltract alnd the i:ltent of the parties. 12 All. Jur. 2d S 2 (Supp.
1987). Where, as is the case here, a bond is given to ensure a
statutory obligation, it is known as a statutory bond, and the
terms of the statute (and implementing regulations) are considered
to be incorporated Into and are considered a part of the contract.
12 Am. Jur. 2d S 26 (Supp. 1987). This Is so because the obvious
purpose of the bond Is to assure the faithful performance of all
obligations a:ld conditions by the person obtaining the bond. For
example, in R. I. Telchgraebe~, 96 IBLA 249 (1987), the Interior

BLM MANUAL
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Board of Land Appeal. (hereinafter IBLA) held that BLM properly
refus,Bd to release a bond .until all the terms and condition. of
the LBase had been satisfied, includinQ the payment of all
necessary compensatory royalty. The IBLA expressly relied on the
existinQ reQulations and lease conditions to define the liability
of th.B lessee and the parallel liability of his surety." 96 IBLA at
252. Similarly, in 0. R. Weyrich, Jr., 49 IBLA 347 (1980), the
IBLA sffirmed BLM's refusal to terminate a surety'. liability where
the l,essee had not .satisfactorily plugQed and abandoned. a well on
the l,easehold. Again, the IBLA relied upon the languaQe of the
approl;>riate regulation, 43 C.F.R. 3104.8, to determine the extent
of lisbility. 49 IBLA at 348. That re9ulation states:

S 3104.8. Termination of period of liability. The
,suthorized officer will not give consent to termination
of the period of liability of any bond unless an
.scceptable alternative bond has been filed or until all
the terms and conditions of the lease have been met.

The ldnguage of that regulatio:l is no accident. When BLM
deterlnines, to the extent that it can, that the terlIS and
condiltions of the lease have been met, it terlBinates the -period of
liability,- that is, it sets a specific time, after which no new
liabi:lity may accrue. But this does :lot mean that the surety lDAy
deny .liability for a cause of action accruing before termination of
the p"riod of liability. For example, suppose that oil company A
prope]~ly plugs and abandons a well and relinquishes the Federal oil
and gctS lease. Suppose that company B obtains a new lease a:ld
begi:l!1 reworking the well and then takes ba:lkruptcy before
coIDpleting operations. Clearly, neither company A nor its surety
is liable for anything happening after the end of its pe~iod of
liabiJlity. But suppose, instead, that two years after the end of
compar1y A's period of liability, the BLM discovers serious
e~vir()nme~tal damage due to company A's improper plugging and
aband()nme~t. Clearly, company A will be liable, under its former
lease" to the United States for the damages it has caused. Equally
clearJly, company A's surety will also be liable because its
liability is co-extensive with that of the lessee. The fact the
period of liability has terminatea means only that the exact date
has ~!en set, beyond which no new cause of actio~ may accrue. This
is eqllally true for the lessee-and his surety, if their liability
is to be co-extensive, as the statute, regulations, and lease terms

require.

Had thle BLM wished to release ei ther a lessee or a surety from any
liability whatsoever, it would have been a simple matter in its
regulatio~ to use the normal language used in the bonding industry
to .cancel. the bond. Or, as suggested to you by one surety, the
BLH could have stated in the regulations that BLM unconditionally
releases the surety from all past, present, or future liability.
But the BLH did no such thing. It simply sets a time beyond which
no new liability or cause of action may accrue. 43 C.F.R. 3104.8.

2
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Bonds to en8ure .faithful performa~ce. (this language i8 used in
BLH's bond forms) commonly involve payme~t long after the period of
liability i8 over, precisely because causes of action are often not
discovered for several years. For example, in United States v.
America~ Suretx Co. of New York, 172 F.2d 135 (2d Cir.1949), the
court lof appeal. dealt with a surety bond for .faithful
perforl~ance. of a postal employee beginning in 1935. The bond was
for $2,000 per year, and the premiums were paid annually. Not
until 1944 was the employee's embezzlement discovered. The court
held tlrlat the surety was liable for the embezzlement in each year
up to :~2,000 per year, ~otwithstanding that the embezzleiiie"nt or
liability wasn't discove=ed for many years after the embezzlement
took place. Likewise, in H~~~~~~~~~~~~Bo~g~n~ ~nd !~suran~!
Compan'( V. B2~rd-o! Co~~ty Commissioners, 100 Colo. 398, 68 P.2d
555 ( 1'~37), the Colorado Supreme Court held that a surety must pay
damagei! incurred for embezzlement between 1923 and 1934 even
though the bond was renewed and paid for annually. In some cases,
the cause of action related back 11 years. The court also held
that the statute of li111itations didn't bar the claims because the
cause of action did~'t fully accrue until the embezzlement became
known. 68 P.2d at 557.

I:t sum" the liability of a surety is exactly that of the lessee for
whom the surety posts the bo:td. To the extent that the lessee is
liable after the termi~ation or end of the period of liability,
then so is his surety. Likewise, to the extent the lessee is
protect:ed by a statute of limitations, so is his surety. Should
you ha,'e a:ly further questions, please contact Lyle K. Rising of
this of'fice at FTS 776-8444 or commercial (303) 236-8444.

Lyle K. Rising
For the Regional Solicitor
Rocky Mountain Region

3
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Regional Solicitor's Memorandum (No. BLM.23.RM.0814),
Dated January 20, 1987, "Effect of Assignment

Approval on Assignee's Corporate Surety"

DENVU FW~ CENTER .87 J/IJi 21 AID :tl()
DENVU, COLOR.AOO 80225

January 20, 1987

BLM.RH.O814

HemorandWI

Tol . State Director, Colorado, Bureau of Land Management

Froml Regional Solicitor, Rocky Mountain Re9ion

Subjectl Effect of Assignment Approval on Assignee'. Corporate

Surely

In your memoranduM of December 1, 1986, you ask .whether or not an
assignel!'. corporate surely i. bound for all previous liabilityon
a lease when an assignment is approved absent a rider specifically
conditioning a bond to do .0.? You .tate that the BLM is concerned
that th.1 language on the bond form. covers only .normal ongoing
operations.. You enclosed with your me~randUJQ two bond forms,
Forll 31C'4-1 (June 1984) and Form 3104-8 (July 1984) .

For the purpose of replying to your question, it 1. assuned that an
a88ignee and it. .urety esecute one or botb of the above identified

A. I pointed out in my September 12, 1986 memorandua to your
offic., the assignee of an oil and ga8 lease as8WDe. .all1ea.e
obligati,)n... See 43 C.F.R.. 3106.7-2 and ~ari.-oil Co.,-In~.,
58 IBLA :l23, 1981. To reiterate that portion of the ~ari. deci.ionquoted 111 the September 12 mel00randWDI -

The bond that the alli9nee 1. required to
provide i. that which will cover any obli9a-
tion. ari.in9 under the lease to the same
extent that the as81gnor'. bond would haye
done. BLM should ascertain the adequacy of
such bond before approyin9 the as8i9nment.

In other ~ord8, the BLM 18 to Insure that the bond provIded by the
assIgnee ...ill cover all obligatIons exlstln9 at the time of the
assignmenl because the assIgnee as8Umes responsibIlity for them.

..
We have ci'refully read both bond forms. We find there i8 no
language ;limiting coverage either to -normal ongoing operation8- or
to subsequent operations. To the contrary, Form 3104-1 provide81

ELM MANUAL
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NOW, THEREFORE, if the said principal, hi.
heir., executors, administrators, successors,
or assigns shall fully comply with all of the
terms and conditions of said lease or any
extension thereof authorized by law, use all
reasonable precautions to prevent damage to the
land, leave the premises in a safe condition
upon the terminaion of said lease, and
compensate the entryman, patentee, or surface
owner, if any, for damages to the land as
required by law, then this obligation shall be
null and void, otherwise to remain in full
force and effect.

The lan9uage in Form 3104-8 is more concise, but to the same
effect. That form providesl

NOW, THEREFORE, If said principle [sic) shall
in all respects faithfully comply with all of
the provisions of the leases referred to
hereinabove, then the above obli9ations are to
be void; otheriwse to remain in full force and
effect.

-.-
-, .

In other words, the bond form. provide that 1f the principal doe.
not comply with all lease terms, which include. correcting any
preexisting deficiencies, the surety is obligated ~o do so.

To summarize, an assignee assume. all of the obligation. incurred
-.:by-t.'ne assi9~~~:::8..-well a. the -benef~-t..- whichJ1.v c~~~- :: -:;::.assl;9nbr.- ~~ned lease requires ~he as81gne..~"to c6tTect--"-= -~. -

condition. not consistent with ~he lease terms. If i~ does not, it -

is ilr1 defaul~. If i~ is in default, that default 1. covered by the
terma of the bonds and ~he surety mus~ pay for correcting the
probLelUS if the principal does not.

You J;>0int out that the Colorado State Office and perhap. other
offi,~es are using a rider to insure assumption of prior liabilities
bya surety. Such riders are not necessary and should not be used.
The use of such riders only clouds what is now the plain and
una~)iguous language of ~he bond forms.

If you have further questions regarding this mat~er, please contact
the 11ndersigned.

df:rtt e"" ,(!/: ~

For the Regional Solicitor

CCI
Associate Solicitor, Energy and Resources

2
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CX)-943AC",,>

3104/3106

t'.eaol..ndl-

rol ~looal loUcltor. l~t7 "OUDUiD halo~

St.t. Director. Colorado .
rr081

Subjectl Uf.et of A8a1&12aeQt AIIpro-l 0. J..a1ln8at. Corporate lur.t,

Ve requellt you erteud the &u14anee ItYen lA JOur hapoua of Sept..Mr U.
1986. to our Cra1& D1atr1ct Off1c. to the .u.at1OD of Whether or DOt &8
..a1&nee'a corporate .ur.t, 1. bouDd for all prtTiouI l1.b11Ity OD a 188..
vheD an a..i&D8eDt 1. approved .b..Dt .rider .~1flc~17 cood1t10Dina .
~Dd to do .0.

Vt .re concerDed tbat tbl lanfU... 1. our boDd for8. (EDClo8Urt. 1 .Dd Z)

doe. DOt ut.~ on ...lalle.'. boM to coTer otMr tbaR DO1.a1 ODIo181

oper.t1ou.. !nclo.ur.. 3. 4. .D4 S .re tbe rldtr. ...r. a.l81 to .R.Ur.

...\Bpt1o~~ of prior 11.b111tJ. RoveY8r. Koc.1o.ure S 1. Mt Oft.D U8d. V.

beY8 hld...:~-.-t!.!C..!.--~n .R ...11~. 1. ..1. t. pr.T1d. .co~~t.-8-!!.t7 .~-:~k-JI4.~"-:Jthlnl:8tJ'::~DM. to-u.tut.-.u of tM ld.~~~~--: yrOi coD.enitlou W bi.. bad v1U y.r1~ .urttlN' qe.t. tb8t t.1- .

l.ur&llJ tbelr ,r1aclpal.' ~Dd co~raa. toe. DOt at... t.

~1th1D1, otblr tbl. 80ru1 0GI01AI operat1OD.. wh1ch occ.r~ ,r1or b wba

tM ,riDc.Jlpa1. ac.qu1nd ~ttr..t. la 1 v. voDS.r wMt wwl4 MppeD la

tM .1t1a8t1~ wbera 1IDe. ...o.U1a1aa 1Dt.~t 1 t-t -.

c~ldeJ'.II1. nha\il1t.t10R to.. .OM .1Id/or .a 88OUDt of TOJ.lt1 1U\Il1t7

wti1cb '.r uce~ tbl fac. aaount ~ tb8 boDd. ..poclillJ un tb1. .'~DC1

s.. DOt ...n of .ucb 48f.u1t 1a ro,.1t1...

v. do .Dd.rst&J.d tbtt. wbere .I ba. t.m1nat8d. up1re4. be..
n1Juq\11.bt4 .r eaoe.lli4 .D4 lea.- ba8 ~n 1...4. ..1thlr tbe uw
1u... aor .D7 ..I1pe. of t~t lu... eaa ~ lae1j r..pou1~ tor ,dol'

U.\I1Jt7.

A eo~14.r4~1. &DOUDt of t1ae aa4 effort 1. epeut ~ botb Statl aD4 Diatrict
OlliC81 to ..care D1.trlet Olliel Co~urr.~ to ...1rnaeDt approyal aDd
nqulr~NDI: 1114 .pp~l ol rl4e~ fro. ...lln8ll. If we 40 DOt Deed theM
r1der8. ~ caD .1ter our proce4ure. .od .peod the ti.. lav.4 .or.

prod~tlV8]1.

"

', ~..:~..:.,:...

.-.

~;..~~:~..:~.7

.,0

.1 .',-..;,0.,: .

.~:!,,~~~:~ 1;: ~~~~;~~If..~
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execut~~ 4n .lssi-9nment. The BLM should inspect the lands only for
the plJrpos~ of Jeterminin9 whether the bond off~red by the asi9nee
is ad,~quat~ tQ cover ~xistin9 as well as potentio!l problems.

You a:sk whether an asignor continue. t..;) be res.nonsible fIJr
.Jo!!ic.Lenci!s that exLsto!.! prior to ap~r:>val of the assign1:1ent..
r\cc:>rciin~ to the abov'!-,:ito!tJ regulation and case, the answer tt)
this questi,)n is no.

You st:.ate t~at hol~o!t"~ .;)f Ol)er~tin'3 ri.;hts are clai~in9 they 3r~
11.;)':. responsi~le for le3se defil:i~ncies that ~xisted pri~r to aL~.1
~;)!'r:),,31 of ..he vper3ti~g ~.;ro!e::lent. :.,~n ~h"u9h the holder of
o.cer~t.in~ ri~hts ;nay n~vo! its own individual bond, whi::h the 8 1
Ina~' c~,...l upon ...hen n~cessary, the lessce ;)f recorr! ..'as ~he ultimate
resporlsibilit.)' for compliance with the terr:ls of the lease. Hence,
if the, operatvr Ot" its surety are unable to satisfy th~ obli9ations
of t~e lease, the BI...'I nas recourse a9~i:\st the lessee of record
and may require it to take care of any problems that exist ~n the
le~se.

If you have additional question. regarding this matter, please

contact the undersigned.

2
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Instructions for Accessing ALMRS Automated Bond Bulletin Board

INSTRUCTIONS FOR ACCESSING BOND BULLETIN BOARD

1. Use your office's Charge Code, Charge Code Password, and your own system

Password to access the Timesharing program (TSS).

2. 'wbe[l you get the prompt enter INFO INDEX to read the AUUlS Bulletin
Board headlines. At the end of the headlines. the following aessage will

appear:
INFO RE : AUTOMATED BOND & SURETY SYSTEM

To display /BOND/NEWS type BONDS/BB

To display /BOND/SURETY type BONDS/BB

To display /BOND/UPDATES type BONDS/BB

3 Enter BONDS/BB and the following message will appear:

enter X to exit

enter D to DISP Bonds/Bond/NEWS
enter S to DISP Bonds/Bond/SURETY

enter U to DISP Bonds/Bond/UPDATES
enter T to ADD message to NEWS

X/D/S/U/T?

.!f you wish to see t~e bond NEWS !~ssa~~.s,.~~t~r-~. The Bulletin Board

is cleared out approximately once a month, with the outdated messages stored

in a SAVE file. When you view the messages on the Bulletin Board, the first

ones you will see are the oldest ones remaining since the lstest save was

done. As you proceed to TRANSMIT through the NEWS file, you'll view the more

current messages.

If ou wish to see the u ates to Treasur Circular 570, enter S. This

file dIsplays information published in the Federal Register regarding

acceptable/unacceptable surety companies. Again, the oldest remaining
messages will come up first, with the more current messages appearing as you

proceed through the file.

.!.1 you want to see the latest system enhancem~~ts~!~~!!-D~~=-~nt~~,¥.
This file is where our AIMRS contact person, currently Carmen Games, will

enter al1y enhancements, or updates, to the programs, along with directions for

how to use the particular enhancement. Carmen generally enters these into the
NEWS fi:le when they're first developed so that the offices can see that the

enhancements are available.

.!!: you wish to add a ~ss~ge-to ~h~ ~!!!~~~~n-~o~~~=-~~t~~ ~: This is

where you may enter your requests for termination or respond to another state

office'll requests. The system gives you step by step instructions on how to
enter your message. When it's saved, your message is added to the end of the

NEWS file's messages. All offices should be courteous when entering their

requestEi and responses, and should not use the Bulletin Board to carryon

extensive discussions of specific bond problems unless the problem is one thai

affects all offices and input from all offices is needed.

If ~~~ !!0. notwa~~.to.~rgg~e~~~-~~~.~gn~~~~~~e~i~ ~~~r~~"e;~~~l~. The

prograDIwill take you back to the Timesharing prompt and you should then

enter "BYE" to exit the Timesharing system.

BLM MANUAL
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United States Department of the Interior

Bl HEAl' C... 1."'1) \IA'AC;t:"t:'T

..ASIII'(;TC.'. 1).(:. 20210

Memorandum

Assistant Sect'etaryt Land and Minerals Management

Frdm: D:Lrector. Bureau of Land Management

Subject: P.C'iority Collection on Oil and Gas Bonds

Attached is an issue paper addressing whether the Bureau 0£ Land

Mianagement I(BLM) or the Minerals Management Service (~S) should have

priority in collecting on an oil and gas bond. This was one 0£ the

issues addrlessed by our Bonding Task Force in their review of the present

oil and gas bonding requirements. Robert Stack, assigned to your staff,

participated in the Task Force. Following Task Force review, I made a

tentative decision that in those few and infrequent cases where both the

BLM and MMS are simultaneously collecting on the same bond, the BLM

should have priority of collection. The reasons behind this tentative

decision are outlined in the attached paper. However, since this policy

would affect: more than one agency, your concurrence is also requested.

Attachment

I Contur:
'--

MAY 1 1987I'
, ...0:- ,:

."A;,sistant Secretary -Land

.and Minerals Management

!5! J. Steven Grile5

Date



Issue:

Who shouldl have priority in collecting on an oil and gas bond if there is

both a ro)'alty loss (MMS) and a loss from improper or no reclamation

(BLM)?

Sac kgrouncl :

The Federlal oil and gas bond is intended to cover a lessee/operator's

liability for both royalty payments and proper site reclamation including

well plugl~ing. The BLM is responsible for ensuring proper site

reclamation while the MMS is responsible for royalty collection. This

split responsibility can lead to problems when, as in a bankruptcy, both

agencies attempt to collect on the same bond in order to protect their

respectiv4~ interests .

A similar issue recently arose when the MMS collected on a bond before

notifying the BLM. BLM was unaware that the bond had been reduced below

the requilt'ed coverage. As such, the BLM was left in a position whereby

the amounlt remaining was insufficient to cover any possible reclamation

costs. This issue has been resolved by the BLM/MMS Steering Committee in

a Memoran(ium of Understanding (MOU) , whereby. the MMS has agreed to give

BLM prope1t' notification so that the BLM can then notify the lessee and

surety to demand performance on the bond.

This MOU lresolves the issue of notification between the two agencies but

the issue of priority collection remains. In determining which, if

either, of the two agencies should have such priority their respective

liabiliti,es and true potential losses must be examined.

The MMS is responsible for the collection of mineral revenues. Fifty

percent of the mineral receipts from public domain lands are paid back to

the States where the minerals are located. However, based, on informal
discussions with the Solicitor's Office*, the MHS is likely not liable

for money which was intended to be distributed to the States but is not

collectab'le, as in the case of a bankruptcy where royalties are owed to

the Governrr.ent. The language at 30 U.S.C. 191 provides that ..All money

received Jtrom sales, bonuses, royalties. .." shall be deposited into

Treasury ~ind 50 percent returned to the States. If no money has been

"received", then the MMS is probably under no obligation to distribute

the "50 pE!rCent foregone revenue" to the States~

*This matter has not been formally revie~ed by the Solicitor's Office.
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Therefore, when the M~S is faced with a loss of royalties it is basically
a -paper 1.osl- because it represents foregone rever.ues rather than an

-out of pocket- exp�nse. While the loss of such revenues is not to be

discountec!\, the HMS do~s not face any loSS of their budget or have to

seek recovery of these foregone rev~liues from th\! Congress.

The BLM, however, must ensure t~at the site is properly reclaimed

because, as a -land owner", it could be liable for accidents occurring on

an impropE!rly abandoned site. If "no bond noney is available, the BLM

must pay jEor the reclamation work by providing "'in house- materials and

labor as "ell as hiring private contractors. As this type of work is not

generally accounted for in the annual budget, the expenditures represent
a real COllt to the BLM which must seek additional appropriations to cover

both the c:ontracted work as well as to reimburse the BLH budget items

from which the money was "borrowed.-

Options

I. ASE;ume the present 3greement in the MOU for prior notification
will also resolve any disputes regarding priority collection.

Pro

HOU provides possible mechanism to handle issue.

Con

JDisputes would 1 ikely continue .

No clear policy for priority collections

2. Develop formula whereby bond would be allocated to BLM and MMS

either on ci straight percentage or prorated basis.

Pro

w'ould ensure both agencies receive bond money.

Prorated basis could take into account relative risk

Con

I;gnores liability issue.
Bl.H w()uld likely have out of pocket expense .
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3.. Glrant 8L~ the priority to attach and collect on the bond first.

with any remaining money going to MMS.

P'ro

Recognizes 3gency liability.
BLM would be protected against real losses.

Con

Opposition by MMS.
Probable "paper losses" to HMS.

4. Grant MMS the priority to attach and collect on the bond first,

with any remaining money going to BLM.

PrO

MMS would recover "paper losses"

Would likely be favored by state governments because of revenue

distribution.

Con

Would result in real costs to the BLM

Could result in BLM liability for acidents on improperly

abandoned sites.

Recommen<ia t ion :

We recomlnend Option 3.
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KtKORANWM

Director, Bureau of Land Manaqement (620)To:

From: ,~cting Deputy Associate Soli~itor
:Ener9Y , Resources

I:;uidance in the treatment of lessees who have filQd for
:relief uncSer Chapter. 7 and II of the Bankruptcy Code
:11 U.S.C. tlOl, ~ !.!9.

Subject:

You have rlaquested gener,al quidance on issues that arise when .
holders 0( Federal mineral leases file for. protection under the
bankruptcy laws. 11 U.S.C. 1101 ~ !!9. ~ 9Qn@r~1 OVQrvi.w of
bankruptcy law is provided for a better understanding of specific
provi$ions as they relate to areas of concern toOth. Bureau of
Land KanaqE~ment ( S~) .

I .~. 7 and chapter 11 PrOc!edipqs
..,

Holders of Federal mineral leas.8 will be primarily involved in
either a Chapter 7 or a Chapter\--l~ bankruptcy pro~eedin9.
Es,sentiall~', a Chapter 7 proceeding i~ a liquidation process in
which the assets of the debtor are sold and t.he creditors paid
from the proceeds. A tr\lstee is alway& appointed in a Chapter 7
ban)0:rupt.cy. and i~ respon$ibl. for conduetinCJ the business of the
estate (the assets of the bankrupt) p~ndin9 liquidation.

Unlike a Chapter 7 di..olution pro~e~din9, a Chapter 11 bank-
ruptcy araticipates that the debtor vill cont.inue to exist and
operate after the bankruptcy concludes. ~ Ch.p~.r 11 proc8edin9
~llows for a r.struct~rin9 of the debt. of the debtor tbro\lCJh a
plan of l"eor9anization that Is submit.tecl to and confirmed by the
court. The plan is cleslqned to provide $o.e return to creditors
wh:ile enab.lln9 the company to be viable a9ain by pr888"ing tho...
assets nece~isary to carry out the business of the 4.~tor. In a
Chapter 11 c:ase, a trust-ee Jlay or may. not be appointed. Absent.
t:h.! appointrnent of ...trustoe, tbe debtor runs th. affair. of the

..~ :
.10:,..
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bu£inec~. .(R@f@r@nce8 to ..trullt.~.. below also apply to the
d"ebtor if no trustee 1. appointed.) Generally, the trustee or
debtor ma)" run the busine8s in its ordinary cour.. withouthearin9s tl.fore th. bankruptey court.. For purpoc.. of ..

discussion, the inforl\ation below applies equally to Chapter 7
and. Chapt'~r 11 cases except.wher. othertlise noted.

.,.
II .~)t.ance or rejection of executory contracts and ge

!!!!!~s-u!!der II u.s.c. f365 .

1'he Bankr\lptcy Code provides that, aubject to the court's
'a:pproval, a debtor in bankruptcy or its trustee may accept. or
reject. ef-rc\at.ory contract:a and unoxpired leaGes. II U.S.C.
t36S(a).-J This provision reco9niz.s that certain contractual
('bli9atior1s incurred by the debtor may be particularly burdensome
alnd that. I?erformance of t:hem "oulcl t:.hwart the primary 9041 of
bankrupt~r yhich is the recovery of the debtor from its financial
clifficult;ies. section 365 was enacted to avoid this problem and
E!mpOWers '~he trustee to accept. those leases that benefit the
bankrupt 4!state and reject those that are burdensome.

}llthou9h 1~he t;rustee may assume °yreject any executory contract
clr unexpiJC'ed lease of the debtor, certain safe9uaru exist tor
t:he credi':or if a default has occurred in the lease. If a
clefaul t. e'c1sts, t-he trust-ee may not. assume the lease unless the
t,rustee -

.",.
1. .:ures or provides adequate assurance 'that h. vill

promptly c:ure the default;

2. c:ompensate5, or provides adequat.8 assurance that: he ...111
~Jromptly c:ompensate, the creditor for any actual pecuniary loss
resultin9 from the default; and

3. P37vides adequate assurance of future perfonance under
the lease..-

.';1 An eXE~C\lt.Ory contract is a contract that has not as yet bee'n
fully cOml)leted or performed. alacks Law Dictionary 512 (Sth ed.

1979).

~I 11 U.!;.C. § 365(.) (1982). This provision was not affected
by thQ 19'!. amendInents although the procedures to be followed by
tibe trustEle were amended as described below.

1.1 11 U.s;.c. i 36.5(b) (1) (1982) 4
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On July 10, 1984, Con9ress Amended certain provisions of the
eankruptu~~ Code, lnc1udin9 aect1on )1'. P~blic Law 98-353; 91
Stat. )61,. Section 553 of th. 1984 ..endment. provld.e. that such
amendments b,ecome effective for cases filed 90 dey. after tbe
d.t. or enact.ment that is, October 8, 1'84. Theretor.. in .,
d.~eraining the cu~rent statu. of the 1..se, i~ ia 1.portant to
6ftertain vhether the petition for bankruptcy was fl1ed before or
after October 8. 1984. .

A. ~re-Oc~~ber 86 1984 Bankruptcy. In a Chapter 7 bankruptcy
case, if tb.-trujte. does not asSUm!tor reject the lease vithin
60.~ays aster the order for relief6 then the leaae i. deemed
rejecte4.3I The Court may vithin such 60-day period qrant
additional ti.e for cause. Prior to the 1984 .aend.ent.,
petitions file4 under Chap~er 11 ware not restricted by the 60-
day limita~ion. For Chap~.r 11 petitIons file4 prior to October
8, 1984, tba trustee may assUD. or reject an unexpired leas. any
tirn,e prior to the confi~ation °ythe reorgani&ation plan. Upon
req~est of a party to the lease, however, the court may order
the trustee to decide withi !l a specifie<1 tim. period vhether to
assume or reject the lease.

B. Petition,~ ~iled.fter oc~o&.!r,llg~4. The 1984 amendments
addl!d several important provisions to section 365. A new
pro"ision rec;Uires the trustee to perform tiaely all obli9ations
of 1~he debtoJ~ under the lease ar181n9 froDt an4 after the order. .

.!1 The bank]~upt.cy prOCA££ bQ9in.£ with the filinq of a petition
in the bankr\,lptcy court. If the petition i. filed by. debtor
seeking reliE~f, then the case is considered voluntary. The
f£lin9 of a "roluntary p@tition constitutes an crder for r.lief.
11 U.S.C. § JIO1 (1982). Therefore, the 60-day period would be
measured frcJlI the date of filing. The bankruptcy petition may
.alsc be filedl by certain creditor. of the debtor. S~~h a case is
deemed to be involuntary. In an involuntary bankruptcy case, the
order for relief is entered after the petitioners prev~il at
trial or upon default if the pe~i~1on i. not ~1.ely controverted
by the debtor. 11 U.S.C. i 303 (1'82).

~/ 11 u.s.c. '6S{d) (1) (1982)

y This requ,est is made by formal motion to the court under

Bank.ruptcy Ru:Les (BR) 6006 and '014.

11 jll U.S.C. 3'S(d) (2) (1982) .
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(1984 Supp.)!1 J6S (d) (3)11' tJ .S .C: .

!1 (1984 Supp.}11 U.S.C:. -36'(4) (.)

1980).
ill' Secti.ol' 365 (a) of the Bankruptcy Code requires approval of
thE! court. for the as5\maption or rejec't.ion of an exesutory
corJtract or unexpired lease by the trustee. Such approval 1s
obt~ained by a proceedin9 before the court. Bankruptcy Rule
60C'6 ( a) pro"ides that. a proceedin9 to assuJ\e or rejec!t, an
e)Cc~cutory contract. or: un8xpired leas., other than part of a plan,

(footnote contlnue4)
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int.htion to 3S.Ume the lease, 8uch decision Day not be bindinq
without apprc,val of the court. Furtheraor., .ven 1f the ,0 days
has lapsed arid t.he trust.e haa not acted to aasua. or reject tb.
le.a8o, yo\l st.ould not aSAUl\a that it i. daa.ed rejected vitbo\lt
first ..certILininq whether th. court has 9rant..d an .xtena1on of .
ti~e durin9 1:he 60 day periocS. final:ly, it the '0 day perl04 bas
rpn, no aa.uDption or rejection has oc;curred, a~d tbe court ha.
not. 9rant.ect .kn extension of' tia., it 1. prudent to notify tbe .;.court and tht. trustee of your intention to make t.be lands .

available foJ:' 1..ain9 before actually doinCJ .0 even tbouCJh the
lease 1& deelned rejected.

III .~i-scril!.!nation Aqain.t Debtor$

The Bankruptc:y Code prohIbits a 9overnmental unit from denying,
revokin9, or suspen4in9 .a license, p-tmit, ~b.rter, franchi..
or other s~m:ilar 9rant to. ...person that is or has been a'
debtor under [the Bankruptcy Code] ...or another person vitb
~hoJQ 5uch ...debtor 18 a&soeiat.d, .ol.ly b@cau.. .uch ...
debtor is or has been a debtor under this i~tl. ...or has not
paid a debt l~hat 11 dischargeable :.y The purpo.. of

this provisic)n is to ensure that the d@bt.or is giv8n t.he .fresh
start- to wh:lch he or she 18 entitle4 under the terms of the
bankruptcy d:ischarge. Any policy tha't would treat bankrupts

(footnote coJ'tinued from previous page) .

is 9overned ))y Rule 9014. If the acceptance or rejection of an
unexpired lease is p1""ovide~ for in t.he reorganization plan, then
the approval of the plan by the court would necessarily constl-
~~':e approva:L of the rejection or aasu.ption of th. 1.a8. and a
separate proc:eed1nq wou1~ not be nece554ry.

R".Jle 9014 se1;s forth procedures to be followed relating to
c=ntest.ed ma1;ter& in general, an~ requires that ~eli.t souiht
u:")der the ru:Le be requested by motion to the court. The motion
is required 1;0 be served in the manner prescribed for service of
a summons or complaint by Rule 7004, wh1ch calls tor dellv8~y gf
~~e complain1: to the United States attorney and sendin9 a copy by
reqistered OJ~ certified mail to the pertinent agency-

-:~ere is no Eipecific provision for notifyinq the lessor in those
situations wtlere the trustee neither accepts or rejects within
the 60-day pE!riod and the lease terminates by operation of law.
If you seek t~o determine the status of such leases, you should
coordinate wit.h the'Re9ional Solicit.or.

W 11 u.S.C'. S2S



'~~j t-'.jgt:lt:I~(

.\ : . -6.

dit:ferently simply by virtue of th. bankruptcy would violate this
pr()vi~ion. Thus, pendinq lease offera and applications for
.PI)roval of assiqnment should be processed in the ordinary course
of business. This does not ~ean, of cour.., ~b.t 1.a.. offer. by
apl)lica"t.. in bankruptcy aust automatically be qrantecl if other
valid reaSOil\s for rejection .xiat. In the event you become
c~cerned with the status of a parti~ular bankruptcy,. you shouldconsult. with the appropriat.. attic. of the Solicitor. .

I\*. Automatic Stay

Upon the filing of a petition under either Chapter 7 or Chapter
11', the automatic stay provision. of 11 U.S.C. 362(&) become
cffe~tive. The stay pr.vents -the eo~enc.ment or continuation
...of a ju~icial, administrative, or other action or pro-
ceedin9 a9aLinst the debtor that was or could have been commenced
before the.commence~en~ of ~he [bankrup~cy] ea..:- ~he enforc.-
Jrle'nt of a jludqment. obtained against the debtor bafor. the
commencement of the ban~ruptcy case: th. takin9 of any other
ac:~ion ..t.o collect, assess, or recov.r a claia &9ain8t t:h. d@btor
that arose before the commencement. of the [bankruptcy) case,- and
-t~he setof1~ of any debt oved to the debtor that arose before the
c(lmmenCeJIleJ1t ot the [bankruptcy case] e9ainGt any c1aia a9ainct
the debtor..- The stay 15 applicable against all entities,
includin9 ctgencies of the United states government. This
pI~OV ision 'ias lDIplemented to insure that the bankrup-tcy is an
o:"derly prl)Cess and to safeguard the assets of the bankrupt
e~~tate .

cf!rtain ac'tions are exempt form the automatic stay under ..ction
31)2 (b) of 't.he Code, includin9 .(4) ...the co1lJDen~...nt or
c;~ntinuati,on of an ac~1on or proceeding by a governae.nt.al unit to
enforce such governmental unit's police or regulatory power:-
a:,d, ~(S) ...the enforcement of a judgement, other than a
::".oney judgement, obtained in an action or proceedinCj by 8
qovernmental unit to enforce such 9.Overnmental unit.'s police or
requlatory power.- The automatic stay remains in effect until a
discharge is granted or denied, the C~5!3;S c11smi.»ed, or the
case is closed, whichever occurs fir8t~-- The exception. to the
s.~ay have been interpret.ed narrowly by the courts. Generally,
any exercise of a re9ulatory power ~o prot.ect. a purely pecuni&ry
interest of the United States would ~e considered a violation of
t.he stay. Exercise of power to protect t.he public health, safety
and welfare would properly come within the except.ion8.

w 11 U.S.C. 362(c) (2}.
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.<?p~J~~lal Questions and ConsIderatIonsv.

In tbe past, the State Director, Colorado State Offlce,
r8~lest.d 9ujldance relatin9 to 8pacific operat1onal probl...
encctUntered I)y fIeld peraonnel in dealln9 vlth banknap~cy 1a.ues.
The!;e issues \lere thorouqhly r..earcl:aed and .\lcc1nctly addre.sed
1,!/1 lIemorandUB from the Reqlonal Solicitor, Rocky Ko\mtain
R'9j.on. -In ':.hat the problems ar. 11'k.ly to b. encount..r.d by
othl!r state c)ffices, these question. and the anaver. provided by
~he Reqional Solicitor. Rocty Mountain Region, In her March S,
198.; memorancSua to the Colorado Stat. Director ar. .et forth in
th~ remaindeJ~ of thia section.

The questions addressed were:

1- Can ve raquire full complIance wIth applicable
r~~latIon8 and terms and condition. of the various
lealse, 9rants. per:mi ts t etc. , vi thin the normal
ti.l.fra111es?

2. Sho:llld we issue Notice of Incidents of Noncompliance
und.er .3 CFR 3160,. when applicable?

3. Can ve assess damages and/or penalties under 43 CFR
31'J.J and 43 CFR .1163..?

4. Can we et tach 8 bond to obtain compliance?

s. Can we shut down operations?

6. Can ve te~inatc a lease, 9ran~. or o~her perait?

7. Is it. our responsibility to 1nit.iate contact vith the
ban](ruptc)' court's trustee in reaolvin9 nonc:o~plianc@
proJ~lems; and, should the tru8tee be our point of
con~tact in bankrupt cases ?

Set. out belo\i are the responses of the R89ional Solic::itor with
cer':.ain dele1:ions to avoid repetition of our earlier dIscussion
and with the tootnotes renu~ered.

A. An ()perator in Bankruptcy

An operator ()f an oil and gas lease that is not also a lessee of
the lease 9aj.ns its riqhts from being designated by the lessee.
43 C~O ro Ro JIEi2 0 3 (a} ( 1985) 0 For the purpo.e. of thie discussion,
we ~'ill assulle that the operator has merely been 'desi9Mted'
under this re~9Ulation, rather than ha.vin9 been assigned operatinq

a
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Moreover, the automatic stay provialons do not. apply 'to defaults
thalt arise .kfter tbe filing of the bankruptcy action. Matter of
~Fr~nvi!~~. C~;. In~.. 744 r.2d 13Z (3rd Cir. 1984). ~h.r.fore
yO\;1 .hould c:ontlnu. to enforc:e the regulation. agalnat the
op.!rator. .

By. .nforcln~J t.he requlationl and leas. taBs .9aln.t ttla .
cpt!rator, VI8 aean that remedial action aay be 8ouCJht. .Normal
t.1J1le frames may be employed for a correc'tion of both POfjJeti.tion
ancl prepeti1tion violations of operational requirelaenta.
Adclitionall:t, asse8Saents of fine. and duaga calculat.lon. .ay be
macle. The .)perator should be rendered an appealable decl..1on an4
be made to .exhaust its adminlstrative remef!1... Actual collec-
tlc»n of any money, however, ai9'ht not be allovecJ, re9ardles8 of
wht!ther the default occurred before or after t.be bankruptcy
fiJ.ing .

Th,! exceptic," from the automatic stay 18 Jlerely for governmental
enj:orcement proceedinqs. An injunction (or: order to perfona) may
be enforced and an @ntry for a .oneta~ judqment may be obtained.
11 U.S.C. i 362(b) (4). Collection of the dollar judgment a1ght
not~ be allo,..ec5. The legislative history 8tate. the following:

s ince 1the assets of the debtor are in th. posaess1on
and co]'1trol of the bankruptcy court, and .ince they
con&t.l1~ut. a fund out. of which all creditor. are
entitled to share, enforcement by a 9overnmental unit
of a Jnc)ney judqment would giv. it preferential
treabqnt to the detriment of all other creclltora.

Actions aga:Lnst any pryi'rty of the estate are generally stayed
11 u.s.c. S 362(a)(3).--

1!/ As was noted above and will be discussed below, if an
executory cc>ntract is involvod, the ~ourt may 9rant extensions of
time to corJ~ect postpetition defaults. The operator, however, !8
in a contrac:tual relationship with the lessee, not the Unit.ed
States. ThE!refore, the court should not be abl. t.a alt.Ar the
operator's %.e9ulatory requirements. M.oreover, such relief is not
automatic b,"lt JlUst be requested .

1!1 Two cas;es have been located where such actlvitias have been
allowed slnc'e the actions yare a part ancl parcel of the agency's
re~~latory action. For instance, the Office ot Surface Minin9
vas allowed to collect a civil penalty. p.S. v. Ene~-~ern.,
~~, 19 B.R. 1020 (D.C. ohio 1'81). The securltie. and Exeh~ngo

(footnote continued)
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However, yclu are not vithout resources to collect any sums owin9
or to seek remedial actions if the operato~ faila to p.~rgrN such
correctionl, of lease violations. The lesse. of record remain.
liable for lease operation. despite the presence of an operator.
4) C.F.R. 3;1'2.1 (198S). Th.~efore, if you baye knowled98 that
an operat.oz. 1. in bankruptcy and alght prove r.calcltrant, notIfy
the.leasee by copy of any notice, decision, or" order you .i9ht
file on thEl operator. This would enable tbe les8ee to respond.
Ad,~itionally, the operator'a bankruptcy has no effect; on the
operator'. surety. The operator's bon4 is t;hus a SQUrce of
payment. Moreover, if you comply vitb the notice proylsions of
the re9ul.t~lona, lease c~ellatlon or shutdowns may be sought.
4.3 C.F.R. 3,16].2 (1985) .

8. ff}1len the Lessee is the Debtor

GQnerally, the romedies available if the lessee 18 conducting oil
and 9as ope.ratIons are the same as when an independent operator
Is in charge. The automatic stay provisIon8 vl11 not generally
pr.avent your enforcement actions. The exceptIon would be that
le.sse cancellation might not be available. If the lease terms
reclUire action to terminate the lease, the stay might apply. cf.~ r~ T;~9g, GJO F.2d 1370 (lOth Clr. 1980) (automatic --

terminat~on for failure to pay rentals not stayed.) the same is

(fc»otnote clontinued from previous page)
Conll"ission 1~as allowe4 too have a receiver appointed as part of
injunctive :relief. ~:E:C. v. First f:inancial Group- of Texa!, 645
F.2d 459 (51th cir. 1981). Other cases, ho ever, refuse to allow
collect-ion ot a jud9men~. Although we might in an appropriate
situation a1:.tempt to push the wpenalty- exception note4 in the
Energy Xnte~~national case, this miqbt only be expe4itious if
there are h<) alternative pa~ieB to payor if the violations were
particularl)' e9reqious -!.:-..!..:-, theft or extreme environaental or
sa tety viol~ttions .

£QI If the operator had a ri9ht to earn an interest in ~h. loa8e
by Jperforma11lce of various obli9ations, a bankruptcy court miqht
vie,1 the lease as wpropertyW of the estate and the a\ltoaatic stay
lni9]lt be applicable. However, you norDlally do not 'know the terms
of s;uCn agreements. A copy of any shut-in or proposed
canc:ellation orders should therefore be filed on the operator as
well. as the .lessee. That would enable you to ascertain whether
or not t:he llaase is within the estate.



JUL-.L.,.)-.L;7;7..)

...

J.;>0:>tl rKUI'1 OLI r!Kt:. 6. HVIHIIUN

.11-

IU 1::183077756203 P.44

true for righ~t.s-of ay. See 43 C.F.R. 288)(') (19BS).W
Addl'~lonal co]r1sideratlona, hoyever, exl.~ .1nc. ~h. .011 and gas
least. 1. an e:~.cutory contract.

As w~.s stated above, an execu~ory con~ract may be eltb.r accept.ed
or rtljected b:, the debtor. Prior to acQeptanc., the I is in
. 1~e1:-tain st;a'te of 11mbo--e.pecially if th. bankrup-tcy action was
f lecl prior tl~ Oct-ober 8, 1984. If -this is the cas. and you not.e
defa\llt. in llease opera-tion8, you should apprise the Regional
Solic:itor if Jr\o response is mac!e to your orders. Either the
Solic:itor o~2'rhe u.s. Attorney can invest1qate the atatus of the
proc.~edin9.-' A aotion aay be filed with the court seekin9 to
compt~l the lellsee to accept or rej ect th. lease. The bene.f i t of
such a JnOV. wlould be that, if acceptance is desired by the
debtc)r, all defaults .ust either be cured or adequat.e assurance
of p]~ompt cur.! be qiven. Adequat.e assurance of future per-
form~Lnce is a:Lso necessary. Both prepetition &nd post-petition
defa\zlts need to be addressed by the debtor. Consequences of
reje(:tion are discussed below.

If tlle lessee decides to reject the lease rather than accept. it,
in e!ISenCe, a relinquishment occurs and the BUt can file a claim
for clamages tl1at would relate back to the date of filinq of the
actic»n. The f!xtent of this claim is questionable. Some case law
exist~s to 5ta1~e that, when a lease is rejected, the condition of
the premises :ls iuaterial and no obligation exists to compel the
debtc,r to repc~ir. In re Stable Mews Associates, 41 B.R. 594
(Bkrt.cy. N.Y. 1984). However. the SUpreme Court recently held

nl Emergenc~r 'suspensions may. proceed, however. These are

~i",i]ar to in:junctions and are exercises of your re9ul.tory
power. See 4:1. C.F.R. 2883.5 and 43 C.F.R. 31'3.2(b) (1983) .
Please also nc)te that the bankruptcy court may stay actions that
ar~ ~Ot. .aut.oll~at.ic:al1y stayed- -i.Q.. tQr:mina.tions for nonr8ntal
pa}'ments. Thj.s would re~ir. a cOUrt order.

~/ A lessor is in an av~ward position 'in a bankrupt~
proceedin9- If no sum~ ar. oving on th~ dat-e the a.etion is
filed, the leB,sor ba.s no .claim. and. is not a 'creditor..
Therefore, notices of activities within the proceeding need not
be filed on the v.s. Att.orney or the BLM. ~n r~.Wai2u!:!a Tra.di~
Co., Inc., .1 B.R. 812 (Bkrtcy. Hawaii 1984). It appears that
not1Ct~uld only have to be 9iven to the lessor a8 a -party in
int.eri~st. if lease a~ceptan~e or rejection is being considered.
Bankr\Jptcy Rul,es 3017 and 6006. ~~~~er of Artic Ent.rpris.s~
~ :L6 8. R. 153 (8krtcy. Minn. 1981) .

.

.
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that a debtor cannot abandon property that is burdensome 1f such
abandoJ\Jnent i~, contrary to stat. .nvironMQntal laws. At issue
vas 8 hazat'do~l. vaste .ite. Env1roNDent;al leva of New York and
Mew Jersey reG~1red variou. action. prior to closure. ~tt.r of~ant~ ResOU-r(~.5 Co~~ , ?39 r.2d 912 (3rd Cir. 1984) .afl'd. 54 i-

L.W. 4138 (Jar,uary 27, 1986) .
..

TA'rtIfore, we be1iev. th8tt if. lesso. atte.pts to r.i-ct a
leaSft, you ah4)uld insist t.hat depart..ntal re9Ulationa dealin9
vith relinqul:;haent.a be folloved, to wit:

A leas:e 'or any 189'a1 8ubdiviaion thereof .ay be 8urrenc!ered
by the record title bolder by fLlin9 a written re1inquiah-
men~, in the proper BLM offlce. A rellnqulshm.nt ahall take
effect on the date it is filec! 8u~ject to the continued
obli9ation of the lease. and surety to make payment. of ~ll
accrued ren~al. an~ royalties end !0 place all wells on tholands t.CI be relin ished in condition for 8uspeAslon-or -

abandonnlent. in accordance w th the re ulatlons and the teras
of the J,ease,. 43 C.F.R. 3108.1 (1985) (empbeD 8 .ad.d) -

A claim for t~he CoSt of complyin9 with the und8rlined provision
sho1Jld be ..acle or the court should be request.e4 to o~d.r t~.~m.
to be comple':ed by the debtor as a condition of rejection.
Any claims for fines or assessments levied durinq the pendency of
the action Sl1ould a150 beo submitted. Accrued rental and
royalties W'~.Jld most li~fly be normal creditor claims in the
bankruptcy p;t"o.c:eed inqs .~

Potentially :a\ore reli.t avenues exist if the bankruptcy action
was filed on or after October 8, 198.. Pursuant to the 1984
ar:eJ')dments to the Bank.rupt.cy Code discussed above, acceptance or
rejection lIust occur within a specified time period and lease
tenns must be complied with in the int~rim. Hence, you ahould
e~~orce all re9ulations, with the caveat that the bankrupt~y

li/ It is noted that in a Chapter 7 liquidatIon case, the
St:preme Court held that an affirmative injunction requlr1n9 a
party to c:lean up a polluted site may ~e discharged in bankruptcy
if th~ State's action is at a point vhere only a money payment
could fulfill the obligation. Ohio v. JCovacs, 469 u.S. -, .J
L. Ed. 2d 649, 10S $. Ct. -(1985). Therefore, you should seek
coJ71pliance ~'hile the debtor st.ill has ties to the lease and has
some operative ability, rath.r than after we repossess the lease
and perform the 8hutcSovn ourselves..

'!:..Y Those t.hat accruea between the date of f11in9 .ncS the date
of :rejectio~1 would hAve priority in a distribution..ot .888eta. .

~
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court could lextend the time fcr perfcrmance of orders 188ued
within tb. firat 60 day. after the bankruptcy ac~1on va. f11ecl.
EVe'ntual acceptance or rejectlon vill haye the s..m. consequence.
as l~lscus..d aboYe.

If a plan of Z'e~r9ani/ation is thereafter confim.d, .11 clai.s
e~!stent pr.1lgr to the dat.. of the conf.1",ation of. th. plan are
dts,Qharqed. 11 U.S.C. 11141 (1984). Vhat Z'eplac.. th... cla1as
is 'the debto:r's obliqat1on to comply with th. p~an. In it,
pr8,Rxistinv tobli9ations .ay be coapromisecl or ext.nded or even
for';1ven. TJ~er.fore, 1f the plan seeks to accept a 1 , then
the ability ~~f the lessee to remec!y past defaults and assure
fu.tl~re p*rfo'rmanc. .ust be acrutiniz:ed. If the l.a.. i.
rej,!cted, tht! BLH--li'ke any other creditor--aust atte8pt to
recleive the Joeat deal possible. However I you shoulc! not. that,
i f .~hor. is ;kny ho~ that. a debtor can AmQrq8 froa a bankruptcy
as a viable lousiness, the bankruptcy court will tend to favor the
debto~r over 1~he creditors. After confirmation of the plan, the
dob~or or a: ~~.or9aniz.d entity creat.ed by the plan .ust perform
futl.lre obI i9i."'tions j ust &8 any other party would be requ1rec! to
act unless tJ..e plan provided otherwise.

VI. Cor~ra1:ions in Bankru-ptcy

Gene~rall'i, ~hc applieabili~y of th. bankrup~cy law8 in th. cas@
wheJ"e the det)tor is a corporation may be influenced by the
corl)Orate structure. A corporation 1. reqarded in lav as havinq
a pE!rson,~i~)' and existence d18tinc~ froD tha~ of ita aeveral
Jnembers.~ Essentially, the act of incorporation creates an
artj,ficial pelrson. That; corporate entity is capable of ownin9
st;oc:k in othe'r corporatione. Sinee even a wholly-owne4
sub$,idiar'i i8, considered to be a separate legal entity under the
la.., the ban~ruptcy of the parent corporation wi11 not
nec:es~arily ~e imputed too ~he subsidiary. Althou9h the stoc)f.'
owned by the first corporation will be considered an asset ot its
~ankrupt estate, it does not follow that the property owned
exclusively by the subsidiary will b.e i~pacted in any ~ay.

A subsidiary corporation should not be 'confused with a corporate
subdivision. A corporation ~ay 5tru~turally hay. nua.rou.
operational S'lJbdivisions, none of which are incorporated
separately. J'S such, they have no independent legal status and
are I=onsldere(f part of the corporation. Accordingly, bankruptcy
by tl'e corporation would impact all of the assets and property
held by its S\lbdivisions.

1979).

.

.
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VII. s~y

~~nerally. you should not cease your requlatory activitl.. due to
a ban~;ruptcy pJroceedin9. Performance should be expected and
t1nes and asse:ssmenta levied 1! the same 18 not fort.hcoming. You
.h9ul~1 note, h~~wever, that you aight not be able to collect money
fr6m t~he debtor and in certain circumstances mi9ht not be able to
t.6rmil1ate use aut.horlzat.1ons. The liabi11t.les of par'tiea other
than 1~h. one in bankruptcy are not affected.

\1~

Th is 1aemorandu.m 1s 1ntencSed to provide general 9Uidanc. concern-
ing t:t\ose area.s of bankruptcy that may illpact BLM's policIes and
proC)rams. It is not intencled to answer every questIon that may
arise durin9 t~he course of 8 specific bankruptcy case. It should
be emphasized that many of the qeneral principles outlined in
thIs memOrand\11I may be subject to exceptIon or qualificatIon in
specific instc.nces. It is also not. unusual to receive varIous
interpretations of the same provision dependin9 ~r~" the court. in
whichl the act:ion is We therefore encoura9a close
coordiinat.ion 'tith the Solicitor when bankruptcy 1. an
1ssufl. n

.(c).

Paul 8. Smyt
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