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to be updated annually within 90 days 
of the end of the fiscal year (FY) or as 
otherwise prescribed. 

(4) Your guarantor’s total out-
standing and proposed guarantees must 
not exceed 25 percent of its 
unencumbered domestic net worth. 

(c) Your guarantor must submit an 
agreement executed by the guarantor 
and all parties bound by the agree-
ment. All parties are bound jointly and 
severally and must meet the qualifica-
tions set forth in § 285.107. 

(1) When any party is a corporation, 
two corporate officers authorized to 
execute the guaranty agreement on be-
half of the corporation must sign the 
agreement. 

(2) When any party is a partnership, 
joint venture, or syndicate, the guar-
anty agreement must bind each party 
who has a beneficial interest in your 
guarantor and provide that, upon MMS 
demand under your guaranty, each 
party is jointly and severally liable for 
compliance with all terms and condi-
tions of your lease(s) or grant(s) cov-
ered by the agreement. 

(3) When forfeiture of the guaranty is 
called for, the agreement must provide 
that your guarantor will either bring 
your lease(s) or grant(s) into compli-
ance or provide, within 7 days, suffi-
cient funds to permit MMS to complete 
corrective action. 

(4) The guaranty agreement must 
contain a confession of judgment, pro-
viding that, if we determine that you 
are, or your operator or operating 
rights owner is, in default, the guar-
antor must not challenge the deter-
mination and must remedy the default. 

(5) If you fail, or your operator or op-
erating rights owner fails, to comply 

with any law, term, or regulation, your 
guarantor must either take corrective 
action or provide, within 7 days or 
other agreed upon time period, suffi-
cient funds for MMS to complete cor-
rective action. Such compliance must 
not reduce your guarantor’s liability. 

(6) If your guarantor wants to termi-
nate the period of liability, your guar-
antor must notify you and us at least 
90 days before the proposed termi-
nation date, obtain our approval for 
termination of all or a specified por-
tion of the guarantee for liabilities 
arising after that date, and remain lia-
ble for all your work performed during 
the period the agreement is in effect. 

(7) Each guaranty submitted pursu-
ant to this section is deemed to con-
tain all the above terms, even if they 
are not actually in the agreement. 

(d) Before the termination of your 
guaranty, you must provide an accept-
able replacement in the form of a bond 
or other security. 

§ 285.529 Can I use a lease- or grant- 
specific decommissioning account 
to meet the financial assurance re-
quirements related to decommis-
sioning? 

(a) In lieu of a surety bond, MMS 
may authorize you to establish a lease- 
, ROW grant-, or RUE grant-specific de-
commissioning account in a federally- 
insured institution. The funds may not 
be withdrawn from the account with-
out our written approval. 

(1) The funds must be payable to 
MMS and pledged to meet your lease or 
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grant decommissioning and site clear-
ance obligations; and 

(2) You must fully fund the account 
within the time MMS prescribes to 
cover all costs of decommissioning in-
cluding site clearance. The MMS will 
estimate the cost of decommissioning, 
including site clearance. 

(b) Any interest paid on the account 
will be treated as account funds unless 
we authorize in writing that any inter-
est be paid to the depositor. 

(c) We may allow you to pledge 
Treasury securities, payable to MMS 
on demand, to satisfy your obligation 
to make payments into the account. 
Acceptable Treasury securities and 
their collateral value are determined 
in accordance with 31 CFR part 203, 
Collateral Margins Table (which can be 
found at http://www.treasurydirect.gov). 

(d) We may require you to commit a 
specified stream of revenues as pay-
ment into the account so that the ac-
count will be fully funded, as pre-
scribed in paragraph (a)(2) of this sec-
tion. The commitment may include 
revenue from other operations. 

CHANGES IN FINANCIAL ASSURANCE 

§ 285.530 What must I do if my finan-
cial assurance lapses? 

(a) If your surety is decertified by the 
Treasury, becomes bankrupt or insol-
vent, or if your surety’s charter or li-
cense is suspended or revoked, or if any 
other approved financial assurance ex-
pires for any reason, you must: 

(1) Inform MMS within 3 business 
days about the financial assurance 
lapse; and 

(2) Provide new financial assurance 
in the amount set by MMS, as provided 
in this subpart. 

(b) You must notify MMS within 3 
business days after you learn of any ac-
tion filed alleging that you, your sur-
ety, or third-party guarantor, is insol-
vent or bankrupt. 

§ 285.531 What happens if the value of 
my financial assurance is reduced? 

If the value of your financial assur-
ance is reduced below the required fi-
nancial assurance amount because of a 
default or any other reason, you must 
provide additional financial assurance 
sufficient to meet the requirements of 

this subpart within 45 days or within a 
different period as specified by MMS. 

§ 285.532 What happens if my surety 
wants to terminate the period of li-
ability of my bond? 

(a) Terminating the period of liabil-
ity of a bond ends the period during 
which surety liability continues to ac-
crue. The surety continues to be re-
sponsible for obligations and liabilities 
that accrued during the period of li-
ability and before the date on which 
MMS terminates the period of liability 
under paragraph (b) of this section. The 
liabilities that accrue during a period 
of liability include: 

(1) Obligations that started to accrue 
before the beginning of the period of li-
ability and have not been met; and 

(2) Obligations that began accruing 
during the period of liability. 

(b) Your surety must submit to MMS 
its request to terminate the period of 
liability under its bond and notify you 
of that request. If you intend to con-
tinue activities, or have not met all ob-
ligations of your lease or grant, you 
must provide a replacement bond or al-
ternative form of financial assurance 
of equivalent or greater value. The 
MMS will terminate that period of li-
ability within 90 days after MMS re-
ceives the request. 

§ 285.533 How does my surety obtain 
cancellation of my bond? 

(a) The MMS will release a bond or 
allow a surety to cancel a bond, and 
will relieve the surety from accrued ob-
ligations only if: 

(1) The MMS determines that there 
are no outstanding obligations covered 
by the bond; or 

(2) The following occurs: 
(i) The MMS accepts a replacement 

bond or an alternative form of finan-
cial assurance in an amount equal to or 
greater than the bond to be cancelled 
to cover the terminated period of li-
ability; 

(ii) The surety issuing the new bond 
has expressly agreed to assume all out-
standing liabilities under the original 
bond that accrued during the period of 
liability that was terminated; and 

(iii) The surety issuing the new bond 
has agreed to assume that portion of 
the outstanding liabilities that accrued 
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