
63012 Federal Register / Vol. 60, No. 236 / Friday, December 8, 1995 / Proposed Rules

(DPP), or Development Operations
Coordination Documents (DOCD). The
1993 regulation replaced the
requirement for a $50,000 bond for oil
and gas and sulphur leases with
requirements based upon the drilling or
production stage of a lease as follows:

State of develop-
ment

Lease
bond

Areawide
bond

Issuance of lease .. $50,000 $300,000
EP approval .......... 200,000 1,000,000
DPP and DOCD

approval ............ 500,000 3,000,000

This proposed rule would require
lessees not already in compliance with
the higher bond levels to submit and
maintain the higher lease or areawide
bonds within 2 years of the
promulgation of a final rule.

Assignors, Assignees, and Co-Lessees
Liable for Compliance: When the
designated operator is unable to meet
end-of-lease obligations, MMS will
require any or all of the lessees to bring
the lease into compliance. If there is no
lessee able to perform, MMS will
require the prior lessee(s) to perform
these functions.

Relationship Between these
Regulations and The Liability
Regulations Published by MMS’s
Royalty Management Program: This
proposed rule clarifies MMS’s position
with respect to the liability of assignees,
assignors, and lessees (record title
owners) for the plugging and
abandonment of wells, removal of
platforms and other facilities, and
clearance of well and platform
locations. These obligations are joint
and several in nature. The obligations
are not divisible, and a degree of
residual liability is attached (i.e., an
assignor may be required to perform
lease and well abandonment and
clearance obligations when an assignee
refuses or is unable to carry out any or
all of these responsibilities).

The indivisible nature of these
obligations distinguishes them from the
royalty and other payment obligations
addressed in the regulations proposed
for modification by the notice of
proposed rulemaking (NPR) published
on June 9, 1995, by MMS’s Royalty
Management Program (RMP) (60 FR
30492). The provisions of that NPR
would establish liability for the
payment of royalty due on Federal and
Indian leases and establish
responsibility to pay and report royalty
and other payments.

The RMP’s NPR dated June 9, 1995,
proposes that royalty and other payment
obligations be treated as divisible
according to the division of the record
title interests in a lease and proposes

that a record title owner’s (lessee’s)
liability for the payment of royalty and
other payments be proportionate to
percentage of the record title interest
owned. That NPR also points out that
lease obligations such as leasehold and
well abandonment and reclamation are
not divisible.

Neither of these NPR’s address against
whom MMS will take enforcement
action if MMS discovers noncompliance
either in payments due or required
leases abandonment and reclamation
activities. In every instance, MMS
retains the discretion to determine
which person to pursue. Once the lease
has been brought into compliance, the
person MMS takes enforcement action
against could seek contributions from
other liable persons.

While these proposed rule should
make it easier to determine who the
liable parties are, it is not MMS’s
intention that these rules govern the
relationship or liabilities between and
among the affected parties other than
MMS.

Means for Financing Abandonment
and Clearance Obligations: Since no
revenues are being generated from a
lease at the time lease wells are to be
plugged and abandoned, platforms are
to be removed, and the seafloor cleared
of obstructions, MMS wants assurances
that OCS lessees establish some means
of funding their end-of-lease obligations.

Similarly, no revenues are generated
by pipeline operations at the time the
right-of-way holder is called upon to
remove all platforms, structures, domes
over valves, pipes, taps, and valves
along the right-of-way in compliance
with MMS regulations. The MMS wants
assurances that holders of OCS pipeline
right-of-way grants provide some means
of funding their right-of-way
abandonment obligations.

Supplemental bonds: The MMS’s
Regional Directors may require OCS
lessees, on a case-by-case basis. To
provide additional security in the form
of a supplemental bond or bonds or an
increase in the amount of coverage
under an existing bond. The additional
security is required when the Regional
director deems it necessary to ensure
that the lessee or its guarantor will be
able to comply with all end-of-lease
obligations. The Regional Director will
also consider the added liability created
when new leases are added to an
existing areawide bond.

The proposed rule would increase the
level of bond coverage for G&G
exploration permittees drilling a deep
stratigraphic test well and would
provide authority for MMS’s Regional
Directors to require right-of-way holders
and G&G exploration permittees, on a

case-by-case basis, to post additional
bonds or other security in the form of
a supplemental bond or bonds or an
increase in the amount of coverage
under an existing bond. These changes
recognize that the current bonding
requirements found in §§ 250.159(b) and
251.6–4 are inadequate and also
recognize the variation in costs
associated with the abandonment of
deep stratigraphic test wells and
pipelines constructed on OCS right-of-
ways.

Lease-Specific Abandonment
Accounts and Third-Party Guarantee:
Proposed § 256.56, Lease-specific
abandonment accounts, and § 256.57,
Third-party guarantee, would establish
specific regulatory authority under
which MMS’s Regional Director may
approve these alternate methods for
funding end-of-lease abandonment
obligations. Regional Directors already
accept lease-specific abandonment
accounts. A third-party guarantee or a
supplemental bond may cover specific
obligations, such as plugging and
abandonment of specified leases or
wells. However, the Regional Director’s
approval will depend on how well the
combination of all bonds and guarantees
is able to ensure that the lessee will
meet all obligations.

Section-by-Section Discussion

Part 250—Oil and Gas and Sulphur
Operations in the OCS

Section 250.110 General Requirements
Current rules at § 256.62(d) provide

that assignors remain ‘‘liable for all
obligations under the lease accruing
prior to the approval of the assignment.’’
The rule at § 250.110 of subpart G,
Abandonment of Wells, is being
amended to clarify existing
requirements that when a well is
drilled, a platform or other facility is
installed, or an obstruction is created,
the lessee’s obligation accrues to
properly plug and abandon the
wellbore, remove the platform or other
facility, and clear the ocean of
obstructions in accordance with
procedures specified in subpart G of 30
CFR part 250. When an assignment
occurs, the assignor continues to have
residual liability should the assignee fail
to fully perform obligations that accrued
before assignment with respect to wells
and structures in existence at the time
of the assignment.

The clarification also provides that
when there are several responsible
lessees, they are jointly and severally
liable for end-of-lease obligations.

Section 250.159, General
requirements for a pipeline right-of-way
grant, would be modified to add a


