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charges, will result in the initiation of 
other enforcement proceedings. 

(f) An overpayment on a lease or 
leases may be offset against an under-
payment on a different lease or leases 
to determine a net underpayment on 
which interest is due pursuant to con-
ditions specified in § 218.42. 

[47 FR 22528, May 25, 1982. Redesignated at 48 
FR 35641, Aug. 5, 1983, and further redesig-
nated at 51 FR 15767, Apr. 28, 1986 and 52 FR 
23815, June 25, 1987, as amended at 57 FR 
41868, Sept. 14, 1992; 57 FR 62207, Dec. 30, 1992; 
59 FR 14559, Mar. 29, 1994; 65 FR 55189, Sept. 
13, 2000; 67 FR 19112, Apr. 18, 2002] 

§ 218.303 May I credit rental towards 
royalty? 

(a)(1) For Class II leases as defined in 
30 CFR 206.351, and for Class III leases 
as defined in that section that elect 
under 43 CFR 3200.7(a)(2) to be subject 
to all of the BLM regulations promul-
gated for leases issued after August 8, 
2005 you may credit the annual rental 
that you paid before the first day of 
the year for which the annual rental is 
owed against the royalty due for the 
lease year for which the rental was 
paid. You may not apply any annual 
rental paid in excess of the royalty due 
for a particular lease year as a credit 
against any royalty due in any subse-
quent lease year. 

(2) For purposes of this section, the 
term ‘‘royalty’’ includes any advanced 
royalty payable under 30 U.S.C. 1004(f) 
for a cessation of production. 

(b) If portions of your lease are lo-
cated both within and outside of a par-
ticipating area, you may credit against 
royalty under paragraph (a) only that 
percentage of the rental you paid that 
corresponds to the percentage of the 
lease within the participating area on a 
per-acre basis. 

[72 FR 24468, May 2, 2007] 

§ 218.304 May I credit rental towards 
direct use fees? 

You may not credit annual rental to-
ward direct use fees you are required to 
pay that year under § 206.356(b). You 
must pay the direct use fees in addition 
to the annual rental due. 

[72 FR 24468, May 2, 2007] 

§ 218.305 How do I pay advanced roy-
alties I owe under BLM regula-
tions? 

If you pay advanced royalties under 
43 CFR 3212.15(a)(1) to retain your 
lease: 

(a) You must pay an advanced roy-
alty monthly equal to the average 
monthly royalty you paid under 30 CFR 
part 206, subpart H (including the 
amount against which you applied the 
annual rental as a credit) for the last 3 
years the lease was producing. If your 
lease has been producing for less than 3 
years, then use the average monthly 
royalty payment for the entire period 
your lease has been producing continu-
ously; 

(b) The MMS must receive your ad-
vanced royalty payment before the end 
of each full calendar month in which 
no production occurs; 

(c) You may credit any advanced roy-
alty you pay against production royal-
ties you owe after your lease resumes 
production. You may not reduce the 
amount of any production royalty paid 
for any year below zero. 

[72 FR 24468, May 2, 2007] 

§ 218.306 May I receive a credit against 
production royalties for in-kind de-
liveries of electricity I provide 
under contract to a State or county 
government? 

(a) You may receive a credit against 
royalties for in-kind deliveries of elec-
tricity you provide under contract to a 
State or county government if: 

(1) The State or county to which you 
provide electricity would receive a por-
tion of the royalties you paid in money 
for the lease under 30 U.S.C. 191 or 30 
U.S.C. 1019, except as otherwise pro-
vided under the Mineral Leasing Act 
for Acquired Lands, 30 U.S.C. 355, be-
cause your lease is located in that 
State or county. If your lease is lo-
cated in more than one State or coun-
ty, the revenues are paid to the respec-
tive States or counties based on their 
proportionate shares of the total acres 
in the lease; 

(2) The MMS approves in advance 
your contract with the State or county 
to which you are providing in-kind 
electricity; and 

(3) Your contract provides that you 
will use the wholesale value of the 
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electricity for the area where your 
lease is located to establish the specific 
methodology to determine the amount 
of the credit; and 

(b) The maximum credit you may 
take under this section is equal to the 
portion of the royalty revenue that 
MMS would have paid to the State or 
county that is a party to the contract 
had you paid royalty in money on all of 
the electricity you delivered to the 
State or county based on the wholesale 
value of the electricity. You must pay 
in money any royalty amount that is 
not offset by the credit allowed under 
this section, calculated based on the 
wholesale value of the electricity. 

(c) The electricity the State or coun-
ty government receives from you satis-
fies the Secretary’s payment obliga-
tion to the State or county under 30 
U.S.C. 191 or 30 U.S.C. 1019. 

[72 FR 24468, May 2, 2007] 

§ 218.307 How do I pay royalties due 
for my existing leases that qualify 
for near-term production incentives 
under BLM regulations? 

If you qualify for a production incen-
tive under BLM regulations at 43 CFR 
subpart 3212, your royalty due on the 
production BLM determines to be 
qualified for a production incentive 
under 43 CFR 3212.23 and 3212.24 is 50 
percent of the amount of the total roy-
alty that would otherwise be due under 
30 CFR part 206, subpart H. 

[72 FR 24468, May 2, 2007] 

Subpart G—Indian Lands 
[Reserved] 

Subpart H—Service of Official 
Correspondence 

SOURCE: 71 FR 51751, Aug. 31, 2006, unless 
otherwise noted. 

§ 218.500 What is the purpose of this 
subpart? 

This subpart contains instructions 
for designating a specific addressee of 
record for service of official cor-
respondence using Form MMS–4444, Ad-
dressee of Record Designation for Serv-
ice of Official Correspondence. 

§ 218.520 What definitions apply to this 
subpart? 

Address of record is the address to 
which official correspondence is served. 

Addressee of record for service of official 
correspondence is the person or position 
to whom official correspondence is 
served, as specified on Form MMS–4444, 
or in the absence of such a form, as es-
tablished in § 218.540(b)(2). The ad-
dressee of record in a part 290, subpart 
B, appeal will be the person or rep-
resentative making the appeal. 

Official correspondence is all cor-
respondence from MMS or our dele-
gates, served on companies related to 
matters such as: forms reporting, audit 
and compliance, enforcement notices, 
rental courtesy notices, and invoices. 

§ 218.540 How does MMS serve official 
correspondence? 

MMS will serve all Notices of Non-
compliance or Civil Penalty following 
the procedures in part 241. We will 
serve all other documents following the 
procedures in this section. 

(a) Method of service. MMS will serve 
all official correspondence to the ad-
dressee of record by one of the fol-
lowing methods: 

(1) U.S. Postal Service mail; 
(2) Personal delivery made pursuant 

to the law of the State in which the 
service is effected; or 

(3) Private mailing service (e.g., 
United Parcel Service, or Federal Ex-
press), with signature and date upon 
delivery, acknowledging the addressee 
of record’s receipt of the official cor-
respondence document. 

(b) Selection of addressee of record in-
formation. (1) We will address official 
correspondence to the party shown on 
the most recently received Form MMS– 
4444 for the type of correspondence at 
issue. The company or reporting entity 
is responsible for notifying MMS of any 
name or address changes on Form 
MMS–4444. The addressee of record in a 
part 290, subpart B, appeal will be the 
person or representative making the 
appeal. 

(2) If we do not receive addressee of 
record information from you on Form 
MMS–4444, we may use the individual 
name and address, position title, or de-
partment name and address in our 
database, based on previous formal or 
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