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§585.526 What instruments other than
a surety bond may I use to meet the
financial assurance requirement?

(a) You may use other types of secu-
rity instruments, if BOEM determines
that such security protects BOEM to
the same extent as the surety bond.
BOEM will consider pledges of the fol-
lowing:

(1) U.S. Department of Treasury se-
curities identified in 31 CFR part 225;

(2) Cash in an amount equal to the
required dollar amount of the financial
assurance, to be deposited and main-
tained in a Federal depository account
of the U.S. Treasury by BOEM;

(3) Certificates of deposit or savings
accounts in a bank or financial institu-
tion organized or authorized to trans-
act business in the United States with:

(i) Minimum net assets of $500,000,000;
and

(ii) Minimum Bankrate.com Safe &
Sound rating of 3 Stars, and Capitaliza-
tion, Assets, Equity and Liquidity
(CAEL) rating of 3 or less;

(4) Negotiable U.S. Government,
State, and municipal securities or
bonds having a market value of not
less than the required dollar amount of
the financial assurance and maintained
in a Securities Investors Protection
Corporation insured trust account by a
licensed securities brokerage firm for
the benefit of the BOEM;

(5) Investment-grade rated securities
having a Standard and Poor’s rating of
AAA or an equivalent rating from a na-
tionally recognized securities rating
service having a market value of not
less than the required dollar amount of
the financial assurance and maintained
in a Securities Investors Protection
Corporation insured trust account by a
licensed securities brokerage firm for
the benefit of BOEM; and

(6) Insurance, if its form and function
is such that the funding or enforceable
pledges of funding are used to guar-
antee performance of regulatory obli-
gations in the event of default on such
obligations by the lessee. Insurance
must have an A.M. Best rating of ‘‘su-
perior’” or an equivalent rating from a
nationally recognized insurance rating
service.

(b) If you use a Treasury security:

(1) You must post 115 percent of your
financial assurance amount;
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(2) You must monitor the collateral
value of your security. If the collateral
value of your security as determined in
accordance with the 31 CFR part 203
Collateral Margins Table (which can be
found at http:/www.treasurydirect.gov)
falls below the required level of cov-
erage, you must pledge additional secu-
rity to provide 115 percent of the re-
quired amount; and

(3) You must include with your
pledge authority for us to sell the secu-
rity and use the proceeds if we deter-
mine that you have failed to comply
with any of the terms and conditions of
your lease or grant, any subsequent ap-
proval or authorization, or applicable
regulations.

(c) If you use the instruments de-
scribed in paragraphs (a)(4) or (a)(b) of
this section, you must provide BOEM
by the end of each calendar year a cer-
tified statement describing the nature
and market value of the instruments
maintained in that account, and in-
cluding any current statements or re-
ports furnished by the brokerage firm
to the lessee concerning the asset value
of the account.

§585.527 May I demonstrate financial
strength and reliability to meet the
financial assurance requirement for
lease or grant activities?

BOEM may allow you to use your fi-
nancial strength and reliability to
meet financial assurance requirements.
We will make this determination based
on audited financial statements, busi-
ness stability, reliability, and compli-
ance with regulations.

(a) You must provide the following
information if you want to dem-
onstrate financial strength and reli-
ability to meet your financial assur-
ance requirements:

(1) Audited financial statements (in-
cluding auditor’s certificate, balance
sheet, and profit and loss sheet) that
show you have financial capacity sub-
stantially in excess of existing and an-
ticipated lease and other obligations;

(2) Evidence that shows business sta-
bility based on 5 years of continuous
operation and generation of renewable
energy on the OCS or onshore;

(3) Evidence that shows reliability in
meeting obligations based on credit
ratings or trade references, including
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names and addresses of other lessees,
contractors, and suppliers with whom
you have dealt; and

(4) Evidence that shows a record of
compliance with laws, regulations, and
lease, ROW, or RUE terms.

(b) If we approve your request to use
your financial strength and reliability
to meet your financial assurance re-
quirements, you must submit annual
updates to the information required by
paragraph (a) of this section. You must
submit this information no later than
March 31 of each year.

(c) If the annual updates to the infor-
mation required by paragraph (a) of
this section do not continue to dem-
onstrate financial strength and reli-
ability or BOEM has reason to believe
that you are unable to meet the finan-
cial assurance requirements of this sec-
tion, after notice and opportunity for a
hearing, BOEM will terminate your
ability to use financial strength and re-
liability for financial assurance and re-
quire you to provide another type of fi-
nancial assurance. You must provide
this new financial assurance instru-
ment within 90 days after we terminate
your use of financial strength and reli-
ability.

§585.528 May I use a third-party guar-
anty to meet the financial assur-
ance requirement for lease or grant
activities?

(a) You may use a third-party guar-
anty if the guarantor meets the cri-
teria prescribed in paragraph (b) of this
section and submits an agreement
meeting the criteria prescribed in para-
graph (c) of this section. The agree-
ment must guarantee compliance with
the obligations of all lessees and opera-
tors and grant holders.

30 CFR Ch. V (7-1-14 Edition)

(b) BOEM will consider the following
factors in deciding whether to accept
an agreement:

(1) The length of time that your
guarantor has been in continuous oper-
ation as a business entity. You may ex-
clude periods of interruption that are
beyond the guarantor’s control by dem-
onstrating, to the satisfaction of the
Director, that the interruptions do not
affect the likelihood of your guarantor
remaining in business during the SAP,
COP, and decommissioning stages of
activities covered by the indemnity
agreement.

(2) Financial information available in
the public record or submitted by your
guarantor in sufficient detail to show
us that your guarantor meets the cri-
terion stated in paragraph (b)(4) of this
section. Such detail includes:

(i) The current rating for your guar-
antor’s most recent bond issuance by a
generally recognized bond rating serv-
ice such as Moody’s Investor Service or
Standard and Poor’s Corporation;

(ii) Your guarantor’s net worth, tak-
ing into account liabilities for compli-
ance with all terms and conditions of
your lease, regulations, and other guar-
antees;

(iii) Your guarantor’s ratio of current
assets to current liabilities, taking
into account liabilities for compliance
with all terms and conditions of your
lease, regulations, and other guaran-
tees; and

(iv) Your guarantor’s unencumbered
domestic fixed assets.

(3) If the information in paragraph
(b)(2) of this section is not publicly
available, your guarantor must submit
the information in the following table,
to be updated annually within 90 days
of the end of the fiscal year (FY) or as
otherwise prescribed.

Your guarantor must submit . . .

That . . .

(i) Financial statements for the most recently completed FY

(i) Financial statement for completed quarter in the current FY
(iii) Additional information related to bonds, if requested by the
Director.

Include a report by an independent certified public accountant
containing the accountant’s audit or review opinion of the
statements. The report must be prepared in conformance
with generally accepted accounting principles and contain no
adverse opinion.

Your guarantor’s financial officer certifies to be correct.

Your guarantor’s financial officer certifies to be correct.

(4) Your guarantor’s total out-
standing and proposed guarantees must

not exceed 25 percent of its

unencumbered domestic net worth.
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