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in writing that the demonstration is 
justified by the risks of the potential 
oil-spill discharge. 

§ 253.14 How do I determine the worst 
case oil-spill discharge volume? 

(a) To calculate the amount of OSFR 
you must demonstrate for a facility 
under § 253.13(b), you must use the 
worst case oil-spill discharge volume 
that you determined under whichever 
of the following regulations applies: 

(1) 30 CFR part 254—Response Plans 
for Facilities Located Seaward of the 
Coast Line, except that the volume of 
the worst case oil-spill discharge for a 
well must be four times the uncon-
trolled flow volume that you estimate 
for the first 24 hours. 

(2) 40 CFR part 112—Oil Pollution 
Prevention; or 

(3) 49 CFR part 194—Response Plans 
for Onshore Oil Pipelines. 

(b) If you are a designated applicant 
and you choose to demonstrate $150 
million in OSFR, you are not required 
to determine any worst case oil-spill 
discharge volumes, since that is the 
maximum amount of OSFR required 
under this part. 

§ 253.15 What are my general OSFR 
compliance responsibilities? 

(a) You must maintain continuous 
OSFR coverage for all your leases, per-
mits, and RUEs with COFs for which 
you are the designated applicant. 

(b) You must ensure that new OSFR 
evidence is submitted before your cur-
rent evidence lapses or is canceled and 
that coverage for your new COF is sub-
mitted before the COF goes into oper-
ation. 

(c) If you use self-insurance to dem-
onstrate OSFR and find that you no 
longer qualify to self-insure the re-
quired OSFR amount based upon your 
latest audited annual financial state-
ments, then you must demonstrate 
OSFR using other methods acceptable 
to MMS by whichever of the following 
dates comes first: 

(1) Sixty calendar days after you re-
ceive your latest audited annual finan-
cial statement; or 

(2) The first calendar day of the 5th 
month after the close of your fiscal 
year. 

(d) You may use a surety bond to 
demonstrate OSFR. If you find that 
your bonding company has lost its 
state license or has had its U.S. Treas-
ury Department certification revoked, 
then you must replace the surety bond 
within 15 calendar days using a method 
of OSFR that is acceptable to MMS. 

(e) You must notify MMS in writing 
within 15 calendar days after a change 
occurs that would prevent you from 
meeting your OSFR obligations (e.g., if 
you or your indemnitor petition for 
bankruptcy under Chapters 7 or 11 of 
Title 11, U.S.C.). You must take any 
action MMS directs to ensure an ac-
ceptable OSFR demonstration. 

(f) If you deny payment of a claim 
presented to you under § 253.60, then 
you must give the claimant a written 
explanation for your denial. 

[63 FR 42711, Aug. 11, 1998; 63 FR 48578, Sept. 
11, 1998] 

Subpart C—Methods for 
Demonstrating OSFR 

§ 253.20 What methods may I use to 
demonstrate OSFR? 

As the designated applicant, you may 
satisfy your OSFR requirements by 
using one or a combination of the fol-
lowing methods to demonstrate OSFR: 

(a) Self-insurance under §§ 253.21 
through 253.28; 

(b) Insurance under § 253.29; 
(c) An indemnity under § 253.30; 
(d) A surety bond under § 253.31; or 
(e) An alternative method the Direc-

tor approves under § 253.32. 

§ 253.21 How can I use self-insurance 
as OSFR evidence? 

(a) If you use self-insurance to satisfy 
all or part of your obligation to dem-
onstrate OSFR, you must annually 
pass either a net worth test under 
§ 253.25 or an unencumbered net asset 
test under § 253.28. 

(b) To establish the amount of self- 
insurance allowed, you must submit 
evidence of your net worth under 
§ 253.23 or evidence of your 
unencumbered assets under § 253.26. 

(c) You must identify a U.S. agent for 
service of process. 
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