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30 CFR Ch. XII (7–1–11 Edition) § 1220.032 

the end of each month for which the 
payment was due) of a net profit share 
payment until such payment is re-
ceived by the United States. 

[45 FR 36800, May 30, 1980, as amended at 75 
FR 61087, Oct. 4, 2010] 

§ 1220.032 Inventories. 
(a) The lessee is responsible for NPSL 

materiel and shall make proper and 
timely cost and credit notations for all 
materiel movements affecting NPSL 
property. The lessee shall provide only 
such materiel as may be required for 
immediate use or is consistent with 
practical, efficient, and economical op-
erations. The accumulation of surplus 
stocks shall be avoided by proper mate-
riel control, inventory and purchasing. 
The lessee shall make timely disposi-
tion of idle and surplus materiel 
through sale. 

(b) At reasonable intervals, but at 
least once every three years, inven-
tories of controllable materiel shall be 
taken by the lessee. Written notice of 
intention to take inventory shall be 
given by the lessee at least 30 days be-
fore any inventory is to be taken so 
that the Director may be represented 
at the taking of inventory. Failure of 
the Director to be represented at an in-
ventory shall bind the Director to ac-
cept the inventory taken by the lessee, 
except in the case of willful misrepre-
sentation or fraud. 

(c) Inventory shall be valued with 
any generally accepted accounting 
method used by the lessee to value the 
same materiel for financial or income 
tax reporting purposes, provided that 
the method is consistently applied 
throughout the life of the materiel. 

(d) Reconciliation shall be made of a 
physical inventory with the NPSL cap-
ital account by the lessee, and a list of 
overages and shortages shall be avail-
able to the Director for audit as pro-
vided in § 1220.033. Inventory adjust-
ments of controllable materiel shall be 
made by the lessee to the NPSL capital 
account for overages and shortages. 
Controllable materiel removed from 
physical inventory that has not been 
credited to NPSL operations under 
§ 1220.015(a)(2) shall be credited to 
NPSL operations at its original value, 
except that when the cost of the mate-
riel originally qualified for the allow-

ance for capital recovery in § 1220.020, 
the credit shall be calculated pursuant 
to § 1220.021(a)(3). 

[45 FR 36800, May 30, 1980, as amended at 75 
FR 61087, Oct. 4, 2010] 

§ 1220.033 Audits. 
(a) The accounts of an NPSL lessee 

or of a contractor of the lessee which 
are related to NPSL operations shall be 
subject to audit by DOI or its ap-
pointed agent. Where possible, the 
auditor for DOI shall coordinate audit 
efforts with other nonoperators, if any. 
DOI shall have the right to initiate an 
audit any time within thirty-six 
months of the due date of the monthly 
statement that is to be audited or the 
date that the statement was mailed, 
whichever is later, provided, however, 
that audits may not be conducted any 
more frequently than once every year 
except upon a showing of fraud or will-
ful misrepresentation. 

(b)(1) When nonoperators of an NPSL 
lease call an audit in accordance with 
the terms of their operating agree-
ment, the Director shall be notified of 
the audit call in the same manner as 
the operator is notified. DOI may elect 
to send an auditor with the audit team 
specified by the nonoperators in lieu of 
calling for a separate audit by DOI. 

(2) If DOI determines to call for an 
audit, DOI shall notify the lessee of its 
audit call and set a time and place for 
the audit. Such a notice shall be sent 
at least thirty days before the sug-
gested time for the audit to allow the 
nonoperators to join in DOI’s audit in 
lieu of calling for their own audit. The 
place for the audit will normally be the 
place where the lessee maintains its 
records pertaining to the NPSL lease. 
The lessee shall send copies of the no-
tice to the nonoperators on the lease. 
The lessee shall use reasonable effort 
to notify all nonoperators, but failure 
to include one or more nonoperators in 
the notification shall not void the no-
tice. 

(3) When DOI calls for an audit, DOI 
may suggest the date and time when 
the audit may commence. The esti-
mated duration of the audit may be 
mentioned to the lessee as well as to 
the other nonoperators who may elect 
to supply and auditor for their own 
audit purposes. The lessee’s office 
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