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§585.530

(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

§585.530 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 BOEM within 3 business
days about the financial assurance
lapse; and

(2) Provide new financial assurance
in the amount set by BOEM, as pro-
vided in this subpart.

(b) You must notify BOEM 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.

§585.531 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 BOEM.

§585.532 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
BOEM terminates the period of liabil-
ity under paragraph (b) of this section.
The liabilities that accrue during a pe-
riod of liability include:

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

(2) Obligations that began accruing
during the period of liability.
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(b) Your surety must submit to
BOEM its request to terminate the pe-
riod of liability under its bond and no-
tify you of that request. If you intend
to continue activities, or have not met
all obligations of your lease or grant,
you must provide a replacement bond
or alternative form of financial assur-
ance of equivalent or greater value.
BOEM will terminate that period of li-
ability within 90 days after BOEM re-
ceives the request.

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

(a) BOEM will release a bond or allow
a surety to cancel a bond, and will re-
lieve the surety from accrued obliga-
tions only if:

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

(2) The following occurs:

(i) BOEM accepts a replacement bond
or an alternative form of financial as-
surance 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
during the terminated period of liabil-
ity that exceeds the coverage of the
bond prescribed under §§585.515, 585.516,
585.520, or 585.521, and of which you
were notified.

(b) When your lease or grant ends,
your surety(ies) remain(s) responsible,
and BOEM will retain any financial as-
surance as follows:

(1) The period of liability ends when
you cease all operations and activities
under the lease or grant, including de-
commissioning and site clearance;

(2) Your surety or collateral financial
assurance will not be released until 7
years after the lease ends, or a longer
period as necessary to complete any
appeals or judicial litigation related to
your bonded obligation, or for BOEM to
determine that all of your obligations
under the lease or grant have been sat-
isfied; and
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(3) BOEM will reduce the amount of
your bond or return a portion of your
financial assurance if we determine
that we need less than the full amount
of the bond or financial assurance to
meet any possible future obligations.

§585.536

§585.534 When may BOEM cancel my
bond?

When your lease or grant ends, your
surety(ies) remain(s) responsible, and
BOEM will retain any pledged security
as shown in the following table:

Bond

The period of liability ends . . .

Your bond will not be released until . . .

(a) Bonds for commercial leases sub-
mitted under §585.515.

(b) Supplemental or decommissioning
bonds submitted under § 585.516.

(c) Bonds submitted under §§585.520
and 585.521 for limited leases, ROW
grants, or RUE grants.

When BOEM determines that you have
met all of your obligations under the
lease.

When BOEM determines that you have
met all your decommissioning, site
clearance, and other obligations.

When BOEM determines that you have
met all of your obligations under the
limited lease or grant.

Seven years after the lease ends, or a
longer period as necessary to com-
plete any appeals or judicial litigation
related to your bond obligation. BOEM
will reduce the amount of your bond or
return a portion of your security if
BOEM determines that you need less
than the full amount of the bond to
meet any possible future obligations.

(1) Seven years after the lease ends, or
a longer period as necessary to com-
plete any appeals or judicial litigation
related to your bond obligation. BOEM
will reduce the amount of your bond or
return a portion of your security if
BOEM determines that you need less
than the full amount of the bond to
meet any possible future obligations;
and

(2) BOEM determines that the potential
liability resulting from any undetected
noncompliance is not greater than the
amount of the lease base bond.

Seven years after the limited lease,
ROW, or RUE grant or a longer period
as necessary to complete any appeals

or judicial litigation related to your
bond obligation. BOEM will reduce the
amount of your bond or return a por-
tion of your security if BOEM deter-
mines that you need less than the full
amount of the bond to meet any pos-
sible future obligations.

§585.535 Why might BOEM call for for-
feiture of my bond?

(a) BOEM may call for forfeiture of
all or part of the bond, pledged secu-
rity, or other form of guaranty if:

(1) After notice and demand for per-
formance by BOEM, you refuse or fail,
within the timeframe we prescribe, to
comply with any term or condition of
your lease or grant, other authoriza-
tion or approval, or applicable regula-
tions; or

(2) You default on one of the condi-
tions under which we accepted your
bond.

(b) We may pursue forfeiture without
first making demands for performance
against any co-lessee or holder of an
interest in your ROW or RUE, or other
person approved to perform obligations
under your lease or grant.

§585.536 How will I be notified of a
call for forfeiture?

(a) BOEM will notify you and your
surety, including any provider of finan-
cial assurance, in writing of the call for
forfeiture and provide the reasons for
the forfeiture and the amount to be
forfeited. We will base the amount
upon an estimate of the total cost of
corrective action to bring your lease or
grant into compliance.

(b) We will advise you and your sur-
ety that you may avoid forfeiture if,
within 10 business days:

(1) You agree to and demonstrate in
writing to BOEM that you will bring
your lease or grant into compliance
within the timeframe we prescribe, and
you do so; or

(2) Your surety agrees to and dem-
onstrates that it will bring your lease
or grant into compliance within the
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