
F e d e r a l  Regis ter  / Vol. 58. No. 157 I Tuesday, August  17, 1993 I Proposed Rules 43583 

reporting errors. MMS is proposing to 
amend 5 216.40(b) and $218.40(b) to 
include as  assessable all  reports that are 
submitted incorrectly, regardlcss of 
whclhcr the report was received by the 
designated d u e  date or \vas received 
late. Therefore. a report that is both late 
and incorrect would be subject to two 
assessments. one under 5 216.40(a) or 

the  amended subsection (b) for tieing 
incorrect. 

Interior (Department) is, whenever 
practicable, to afford the public an 
opportunity to participate in the 
rulemaking proxss .  Accordingly, 
interested persons may submit written 
comments, suggestions, or objoctions 
regarding the proposed rule to tho 
location identified in the ADDRESSES 
section of this preamble. Comments 
must be received on or before the day 
specified in the DATES section of this 
preainble. 
Procedural Mattcrs 

Esecirtive Order 12291 nnd the 
Regirlotory Flesibilitp Act 

T h e  Dcpartmont has determined that 
this document is not a major rule under 
E.O. 12291 and certifies that this 
documont will not have a significant 
ecmoniic  effect on a substantial nuniber 
of small entities under the Rogulntory 
Flexibility Act (5 U.S.C. 601 et seq.). 
This ru lema k i ng wou I d coin pcnsa t e t he 
Covornn>ent for ndminis!rotive costs 
inciirred as  thc rcsult of reporting errors 
and provide for consislency in MMS' 
practice for incorrect reporting 
assessments. 
Executive Order 12630 

does not represent a governmental 
action capable of interference with 
constitutionally protected property 
rights. Thus  n Takings Implication 
Assessment need not be prepared 
pursuant l o  Executive Order 12630, 
"Govern men t Act ion and I r- lcr fe ren cc 
with Con st i t  11 t ion a 1 1 y Protect cd Pro pe rt y 
Rights." 
Esecutive Order 32778 

The Department has certified to the 
Office of  Management and Budget that 
these proposed regulations meclt the 
applicable standards provided in 
sections 2 ( 0 )  ond 2(b)(2: bf Executive 
Order 12278. 

Pnpenvork Redlietion Act of 1980 

information collection requirements 
which require approvnl by the Offico of 
Management and  Budget under 44 
U.S.C. 3501 et scq. 

218.40(a) for being late and one under  

T h e  policy of the Department of the 

The Department certifies that t h i s  rule 

This rule does not contain 

Nntionnl Envirorinimlnl Policy Act of 
1969 

I t  is hercby determined that this 
rulemaking does not constitute a major 
Federal action significantly affecting the 
quality of the human environment and  
a detailed statement pursuant to 
paragraph (Z)(C) of section 102 of the 
National Environmental Policy Act of 
1969 (42 U.S.C. 4332(2)(C)) is not 
required. 
List of Subjects 
30 CFR Port 216 

Coal. Continental shelf, Geothermal 
energy, Government contracls, Indion 
lands, Minerols royalties, Natura\ gas, 
Penalties, Petroleum, Public londs- 
mineral resources, and Reporting 
recordkeeping requircments. 
30 CFR Port 21 8 

Coal, Continental shelf, Electronic 
funds transfers, Geothermal energy, 
Government con t rac t s. I nd i ans- lands. 
Mineral royalties. Na!ural gos, Penalties, 
Pctrolcirin, Public lands-mineral 
resources, Reporting ar,d recordkeeping 
requiremcnts. 

Bob Armstrong, 
Assisinnl Secretory-land and h.linemls 
Monngernent. 

preamble, 30 CFR parts 216 and 218 ore 
proposed to be anicnded as set forth 
below: 

PART 216-PRODUCTION 
ACCOUNTING 

is revised to rcad as follows: 
Authority: 5 U.S.C. 301 ct scq.: 25 U.S.C. 

396 ct scq.; 25 U.S.C. 396n ct scq.; 25 U.S.C. 
2101 ct scq.: 30 U.S.C. 181 ct scq.: 30 U.S.C. 
351 ct scq.: 30 U.S.C. 1001 ct scq.; 30 U.S.C. 
1701 ct scq.: 31 U.S.C. 3716; 31 U.S.C. 
3720A: 31  U.S.C. 9701: 43 I1.S.C. 1301 ct 
scq.: 4 3  U.S.C. 1331 ct scq.: n n d  43 U.S.C. 

Dntcd: Junc 14, 1993. 

For the reasons set out in the 

1, The authority citation for part 216 

1801 C l  scq. 
2. Paragraph (11) of $ 216.40 is revised 

to read as follows: 
§ 216.40 Assessments tor Incorrect or late 
reports and failure to report. 
* I * * *  

(b) An assessment of a n  amount not 
l o  exceed $10 may be charged for each 
report which is incorrectly comploted. 

PART 218-COLLECTlON OF 
ROYALTIES, RENTALS, BONUSES 
AND OTHER MONIES DUE THE 
FEDERAL GOVERNMENT 

is revised to rend as follows: 

* * * * *  

(1) Tho authority citation for port 218 

Authority: 5 1J.S.C. 301 01 wq.: 2 5  U.S.C. 
396 ct scq.: 25 U.S.C. 39Ga c! scq.: 25 (1.S.c. 
2101 ct scq.: 20 U.S.C. 181 ct  scq.: 30 U.S.C. 
351 et scq.: 30 U.S.C. 1001 ct scq.: 30 U.S.C. 
1701 ct scq.: 31 U.S.C. 3716: 21 U.S.<:. 
3720A; 31 U.S.C. 9701; 43 U.S.C. 1X01 ct 
scq.: 4 3  U.S.C. 1331 ct scq.: and 43  U.S.C. 
1801 ct scq. 
2. Paragraph (11) of 5 218.40 is reviscd 

to read as follows: 

5218.40 Assessments for Incorrect or late 
reports and fallure to report. 
* * * * *  

(1)) An nssessment of nn amount not 
to exceed $10 may be charged for cnch 
roport which is incorrectly completed. 
* * e * *  

iFR Doc, 93-19747 Filcd 8-16-93: 8:45 nnil 
ElLLlNO CODE 4310-MR-M 

30 CFR Part  218 

RIN 1010-AB74 

Colleztion oi  Royalties, Rentals, 
Bonuses ,  a n d  Other  Monles Due Under 
Federal a n d  Indian Mineral Leases by 
Administrative Offset 
AGENCY: Minerals Management Service, 
Interior. 
ACTION: Proposed rule. 

SUMMARY: The Royalty Managemeill 
Program of the Minerals Management 
Sorvice (MMS) is proposing to rrmend 
ils regulations at 30 CFR part 218 to add 
a new provisions governing col tcctioii 
by adniinistrativo offset of roynllios, 
rentals, bonuses, and other amounts due 
under Federal nnd Indian oil. gas, nrid 
other minora1 leases. This  ru lo  would 
implement provisions of the Debt 
Collection Act of 1982. 
DATES: Comments must be received 011 

or before October 18, 1093. 
ADDRESSES: Written comments 
regarding the  proposed rule should be 
mailed or delivered to the Minerals 
Managemorit Service, Royalty 
Management Program. Rules and 
Procedures Stnff, Denver Fcdcrnl Center. 
Building 85, P.O. Box 25165. Mail Stop 
3901, Darivnr, Calorndo 80225-0165, 
Attention: David S. Guzy. 

David S. Guzy, Chief, Rules and 
Procedures Staff, telephone (303) 231- 
3432. 
SUPPLEMENTARY INFORMAT\ON: The 
principnl authors of this rulemaking arc 
Geoffrey Heath and  Petcr J. Schnumbcrg, 
Offico of the Solicitor, Washington, DC. 
I. Background 

The MMS administers over 25,000 
producing leases for oil, natural gas, 
coal, other minerals, and geothermal 

FOR FURTHER INFORMATION CONTACT: 
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steam underlying Federal lands, Indian 
tribal a n d  allotted lands, ond the Outer 
Continental Shelf (OCS). T h e  MMS is 
responsible for tho collection, 
occounting, and disbursement of over $4 
billion in bonus, rental. royalty, and 
other revenues derived from these leases 
each year. The MMS also is responsible 
for enforcement of royalty and other 
payment obligations under applicable 
statutes, regulations, and leaso ternis. 

Most lessees, and parties who pay 
royalty on  behalf of lesseos, have 
interests in mora than ono lease. In 
many cases, a lessee or royalty payor 
niay liavo an interest in hundreds (or, 
for some major producws, even 
thousands) of leases. All royalty payurs 
submit reports of sales and royalty 
which separately report, by line, 
royaltics according to each Icase. 
product produced. and  selling 
arrangement. 

In sonic cases, royalty reports may 
reveal on underpnynicnt. I n  most cascs. 
underpayments cannot be detected from 
the information on the report and or0 
discovored through MMS' rcgulnr 
audits. ivhon ovidence of underpnynmnl 
is found. MMS will issue an order to 
pay the underpaid amounts. 

adminis~ratively lo tho MMS Director 
and tho lntcrior Board of Land Appeals 
(IBLA). See 30 CFR part 290 and 43 CFR 
part 4. During sucl: administrative 
appeals, orders to pay aro suspended 
upon the posting of an ndeqirate siircty 
instrument (0.g. 0 bond or lettcr of 
credit) for tho nmounts i n  dispute under 
30 CFR 243.2. Decisions of the IBLA, or 
of  on Assistnnl Sccrctnry, are final for 
the Depnrtmcnt of the Interior 
(Depnrtment) ai:d are subject to judicial 
review undcr the Adniinistrative 
Procedure Act, 5 1 J.S.C. 701-706. 
During judicial ro.t;ew, the effectiveness 
of a departmental decision typically will 
be suspended i f a  surety instrument is 
continued in  effect. See 5 U.S.C. 705. 

In most instnnces, a payor will pay 
amounts owed after a decision or order, 
whether or not appealed, has becomo 
linal and there is no further appeal. 
However, in some cases, the pnyor niay 
refuse or be unable to pay. In tha t  event, 
MMS will first seek to collect against an 
appeal bond, letter of credit, or other 
MMS-approved surety instrument, i f  the 
original order was appealed, or agninst 
the lease bond. Nevertheless, thoro are 
still some cases in which surety is not 
nvn i lable. 

nnd assort as a defense that tho order 
nlleged!y is barrod hy tho stntuto or 
1ilni:ntions. Howover, the statute of 
limitations is a bar to a judicinl remody 

Such orders may he appoalcd 

In oddition, a payor may refuse to pay 

ond docs not operate to nullify a n  
underlying ri lit. 

appropriate for MMS to collect unpaid 
royaltics through other available means. 
Because most payors and  lessees have 
interests in other leases, i t  is not 
ucconinion that for some of those leases. 
there c?m overpayments, resulting from a 
variety of causes, for which a payor 
otherwise would claini a refund or 
credit. Bocouse in such C ~ S C S  money 
would be owing from MMS to the payor, 
it is appropriato for the agency to 
exercise its right to administrative 
offset. The  MMS believes thnt i t  should 
not allow credits or grant rcfunds whon 
n payor or lessee owes money on other 
leases. 

Administrative offset is recognized as  
n proper method to collect nmounts 
owning i f  a judicial action otherwise 
would be barred by the statute of 
limitations. Additionally, in some cases, 
adniinistrotive offset niay be a more 
cfficient and less costly mothod than 
judicial litigation or imposing civil 
pcnalt ies. 

Thc  Dolit Collection Act of 1982, 
Public Luw 97-305, 90 Stat. 1449, 
applicable sections codified at 31 U.S.C. 
3701,3711,371ti. 3718, and 5 U.S.C. 
5514 (DCA). specilicnlly pi3"ideS for an 
ngercy's exercise of administrative 
offset at 31 L1.S.C. 3716, which also 
grants authority nnd instructs each 
ngoncy to proscribe nppropriato 
regti In t ions. Add i I iona 1 l y, tho agency 
acts under standards which the 
Attorney &nerol niid tho Comptroller 
General prescrihe jointly. So0 31 U.S.C. 
3711(0)(2) and 4 CFR part 102. Howevor, 
the authority proposed to be 
implemented in these rcgulntions i s  not 
i n  derogation of this Agency's existing 
right to offsot unde r  otlior applicablo 
law. Administrative offset is an 
available remedy even in tho ahseiicc of 

In these an 3 other cases, i t  is 

the DCA. 
I n  view of the sDccific Drovisions of 

tho DCA, MMS is'proposing new 
regulations, which MMS anticipates 
would he used in virtually n l l  cases. The 
proposed regulations are discussed i n  
section I1 below. 
11. Discussion of Proposed Rule 

subpart I entitled, "Collection by 
Administrative Offset," to its 
regulations at 30 CFR part 218 to 
implenient the DCA provisions. One of 
the requirements of tho DCA is that 
Federal ogencies issue regulations 
consistent with tho DCA and the Federal 
Claims Colloction Standards (4 CFR, 
chaptor 11) lo implement collocting 
clnirns by administrotivo offset under 
tho DCA'fi provisions nt 31 U.S.C. 3710. 

The  MMS is proposing to add a new 

The  proposed now regulations are 
consistent with all of the requirsments 
of 31 U.S.C. 3716 and  3720A and the 
joint General Accoiinting Office/ 
Department of Justicx regulations at 4 
CFR part 102, See proposed S S  218.605, 
218.6118, 218.609, and 218.612. 

Section 218.602 of tho proposed 
regulations contains the definition of  
relevant ternis. A "claim" is defined for 
purposes of  these regulations os an  
nmount which has heen dc:ormined to 
bo owing by a docision or ordcr which 
is final for the Department, for which no 
action for judicial roview is pending 
wherein the decision or ordor remains 
suspundod. Specifically, the phrnsu 
"dccision or order of a n  official of the 
Department of the Interior which is not 
subject to further administrative review 
within the Department" menns n 
decision or order of: 

(1) The Secretary, Deputy Secretary, 
u n  Assistant Secretary, the Director of 
the Offico of Hearings and Appeals. or 
tho IBLA ( i f  n o  action for judicinl review 
thereof is pending or i f  n decision or 
ordor has not been suspended pending 
disposition of on action for judicio1 
roview); or 
(2) Tho MMS Director, i f  n o  appeal to 

tho IBLA is filed within tho time 
allowed under 30 CFR 290.7 ond 43 CFR 
4.22 and 4.411; or 

(3) An officer of MMS. i f  no nppcal to 
the MMS Director is filed within the 
time allowed under 30 CFR 250.3 and 
290.5. 

Proposed 218.004 oddrosses tlic 
scope of odministmtivc offset which 
would bo nvoilnble. Tho MMS would bo 
able to collect n claim nrising in 
connection with any onshoro or offshore 
Federal lense or nny Indinn lnnso by 
withholdinp, and applying to the clnini 
nny amount duo to the pnyor in 
connection with any onshoro or orfshoca 
Federal leaso for which tha t  payor 
makes payments. 

The MMS recognizes t h n t  lenses on 
different cntegorios of Federnl Innd. or 
on Federal Innd within different States, 
or on the OCS result in payment of 
portions of lenso rovonues to dirfcrcnt 
recipients under various pormonent 
indofinite appropriations. Seo, e.g., 30 
U.S.C. 191, providing for the Stnte i n  
which a Federal mineral lease on tho 
public domain is located to receive 50 
percent (for Alaska, 90 percent) of the 
revenues derived from tho lease; 30 
U.S.C. 355, incorporating for purposes 
of minora1 leose roveniies tho 
disbursement schemes applicable to 
other types of revenues derived from 
ocquircd Federal lands, of which thew 
nro sovoral catogorios: nnd 43 U.S.C. 
1337(g), providing for coastal States to 
receive 27 percent of tho revenues 
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derived froni certain leases within 3 
nautical miles of the seaward boundary 
of tt,e coastal State. For Indian leases, 
the t;.ibnl or allottee lessors on whose 
behalf MMS acts an. entitled to all of tho 
revenues derived from the tense. I n  
many cases. overpaynicnts made under  
other leases will liavo been distributed 
to thcse recipients pursuant to those 
appropriations or paid to Indian lessors. 

\Vhen MM3 exercises its right to 
administrative offset, the payments 
made to the recipients of permanent 
indefinite appropriations for Federal 
leases would he adjusted through 
recoupment of the proper amounts from 
tho next regular distribution to that 
recipient, or, in the case of acquired 
lnnds. to the surface ninnngenicnt 
ngency i f  not paid dircctly by MMS, in 
the samo manner ns MMS presently 
does in correcting paynicnt errors. Thnt 
procedure would not npply to Indian 
leases. 

Overpayments under Indian lenses 
would not lie available for offset to 
c01lec;t undorpnyniunts under Fedoral 
lcases or under other Indian l o a m  with 
different ownersliilr interests. 
Ovcrpayrnctits under Fcdernl Icascs, 
hnwevcr, would be availablo for offset 
ng.linst undcrpnymcnts under Indion 
lenses. Aniounts collected by 
administrative offset would be paid or 
distributed to the proper recipient in 
nccordnnce with applicolilo law. 

Proposed paragraphs ( a ) ( l )  and  (hI(1) 
of 5 218.604 ntso provide Ihn t  nniounts 
nvailahle for offset include bo!h 
oniounts which MMS owos dircctly lo n 
payor ns tvcll ns amounts due from 
MMS "to anolhor person on hchnlf of 
that payor." The  latter category would 
include amounts MMS owes to an 
operator or other dcsignntcd ro alty 
pcyor wliicti pays royalties unJer other 
leases on behalf of the underpaid lessee 
or payor. It also would include n 
corporate marketing offiliato or wholly- 
owned corporate subsidiary. 

regulations (e+, 30 U.S.C. 1721(n)  and 
30 CFR 218.54 for oil nnd gas Icases). 
interest is owed on n l l  undcrpnymcnts 
of roynlty. I n  ndclition, uxcept as 
provided under a recent rule published 
on December 30. 1992. titled "Offsetting 
Incorrectly Reported Production 
between Different Federal or Indian 
Leases (Cross-Lease Netting)," 57 FR 
62200, promulgating 30 CFR 210.42 ond 
nmcnding other provisions, 
overpaynients on one tense nro not 
credited against, ond d o  not operate to 
stop the accrual of late poyment interest 
on, underpayments on another lease not 
within the same unit. To tho cxtent 
claims for underpayments on a 
particulor lease lotor aro sotisficd by 

Under long-settled applicoblc law a n d  

ndministratively offsetting 
overpayments on a different !ease or 
Ieases, interest will no longer a(:crue. 
Subsection (d) of the proposed 9 218.604 
clarifies that late payment interest 
continues to accrue until the 
administrative offset is octually effected 
and the nmount withheld is applied to 
satisfy all or port of a claim. 

I n  mnny cases. overpayments are not 
apparent from royalty reports or in 
situations where on audit tins not yet 
hccn performed. and MMS therefore 
will not have specific knowledgc of 
existing overpayments. When the payor 
finds such overpayments, however, i t  
would usually submit a credit 
ndjustment to recoup i t ,  within the 
restrictions of npplicoble law. Tliercfore, 
undor proposed 5 218.605(g), MMS may 
issuo o notico of intontion to offset 
either: 

(1) When i t  knows of n specific 
overpayment. or 
(2) When it wonts to offset nny 

overpayments which mny exist on sonio 
other set o~Ioases orid npply tlieiii to tho 
underpayment, even ttioup,Ii i t  does not 
specifically know whcthcr ond to what 
cxtent overpayments may in fact oxist 
under the other leases. 

In the latter event. u n d e r  proposed 
5 218.606 the payor would be prohibited 
from reporting any credit adjustment 
with respect to nny payment made in 
connection with ony lense identified in 
the notice os a lense to which 
9 Zt0.605(g)[Z) applies. The payor must 
then report n l l  credits which otherwise 
would have been reported os credit 
acijustmcnts as  n credit h l a n c e  pursuant 
to MMS instrui.tions. The MMS woitld 
then npply the reported credit bnlance 
to the amount of tho underpaynient 
until the underpnyment is recovered, 
Tho MMS would then notify tho  payor 
to discontinue reporting o credit 
balnnce. 

Many of  tho claims which MMS will 
seck to collect through ndniinistrotivo 
ol'fsct are claims for which the payor 
nsscrts n statuto of limitations bars MMS 
from bringing a judicio1 oction to 
collect. I n  lieu of collecting hy 
ntiniinislrotive offset, MMS niay tie 
willing in many instances to accept the 
payor's agreement to waive and not 
assert o limitotions defense ogainst o 
judicial enforcement or collection action 
to the extent of the amount which 
would be collected by offset. The 
proposed 
request MMS to occept such on 
agreement. 

Proposed SS218.611 and 218.612 
pertain to requesting other Federal 
agencies to offsct monies owed to a 
pnyor by tho other ngency, ond to 
handling roquosts received from other 

218.610 allows the payor to 

Federal ngencics to offset monies which 
MMS otves to tlie payor to collect an 
amount which the payor owes to  the 
other agency, respectively. Proposctl 
9218.613 would ollow MMS to request 
the Internal Revenue Service to offset 
against any tax rcfund owed to a payor. 

The MMS also is proposing to m a k e  
the final rule effective as of the date tha t  
this proposed rule is published i n  the 
Federal Register. The  MMS specifically 
would like comments on the proposed 
effective date. 

excess payments that were made prior 
to the effective da tu  of the rule that 
would he subject to offset after tho 
effective date. 

Tho policy of the Department is, 
w hcnev er prnct i cab1 o,  to affor d tho 
public a n  opportunity to pnrticipnte in 
tho rulemaking process. Accordingly, 
interested persons niay submit written 
comments, suggestions or objections 
regarding the proposed rule to the 
location identified i n  tho ADDRESSES 
sect ion of t h is preaniblo. Corn men t s 
i i i u s t  be received on or before the d a t u  
identified in the DATES section of this 
preanibble. 
Proccdural Matters 
Executive Order 12291 arid (lie 
RegtIlnfov Fle~ihil i fy Act 

The final rule would be applicable to 

The Department has determined tha t  
this docunient is not n major rule under 
Exccutive Order 12291 and certifius thnt 
this rulemaking will not have n 
significnnt economic effcct on n 
substantial number of small entities 
under the Rcgulotory Floxihility Act (5 
U.S.C. 601 et seq.). 

This ru lema ki ng wou I d i ni p 101 I io11 t 
provisions of the DCA lo provide for 
collcction, by ainiinistrativo offset, of 
cloirns owed to the United Slates 
Governnient by individual dotitors. It  
does not odd additional replntory 
rcquircnicnts for Fedcrnl a n d  Indiati 
Icssuus. It only permits tho Federnl 
Government to collect legitinictte clnims. 
There nro no significnnt odtlitionol 
requirements or hurdons plat:ctl upoti 
small business entities as a result of 
implementation of this rule. 
Esectrtive Order 12630 

does not represent a governnientol 
action capable of interference with 
constitutionally protected property 
rights. Thus, n Takings Implication 
Assessment need not he prepared 
pursuant to Executive Order 12630, 
"Government Action atid Interference 
with Constitutionally Protected Property 
Rights." 

The Departnient certifies that the rule 
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Esecutive Order 12778 
Tho Department has  certified to thc 

Offico of Mnnagcniont and Budget that 
theso final regulations meet tho 
applicable standards providod in 
sections ( N a )  ond 2(h)(2) of Executive 
Ordcr 12778. 

Popcnvork Redticlion Act or 1980 

in formation collection requircnicnts 
which rcquim npproval by tho Oflim ol 
Manageniont and Bitdgot under 4 4  
U.S.C. 3501 et seq. 
Notionol Environnienfol Policy /\ct of 
1969 

I t  is hereby determined that this 
rillemaking does not constitute a major 
Fodoral action significnntly affecting tho 
quality of the human environment and  
a detniled stntcnicnt pursunnt to 
paragraph (2)[C) of Section 102 of the 
Nntional Environnientnl Policy Act of 
1969 (42  U.S.C. 4332(2)(c)) is not 
rcqu i rod. 
List of Subjects in 30 CFR Port 218 

Coal, Continental shelf. Electronic 
funds transfer, Goothormol encrgy, 
Government contracts, Indian Innds. 
Mineral roynlties, Nnti i rnl  gas, Panoltic;, 
Pot rolouni, Puhlic land-in inornl  
resources, Reporting and rccordkecping 
requiwnionts. 

nob Armstrong. 
Assistant S~:cn!lnr)'. Lond nrid hlinemls 
n In rlngeillen f .  

For tho reasons sot out in tho 
prcnmhle. 30 CFR pnrt 218 is proposed 
to tic oniondcd as follows: 

PART 218-COLLECTION OF 
ROYALTIES, RENTALS, BONUSES, 
AND OTHER MONIES DUE THE 
FEDERAL GOVERNMENT 

1. Tho authority citntion for pnrt 21tl 
is revised to read as follows: 

Authority: 5 U.S.C. 301 at seq.: 25 II.S.C. 
396 ct scq.: 25 U.S.C. 39Gn ct scq.: 23 (J.S.C. 
2101 ct scq.; 30 U.S.C. 181 ct scq.; 30 U.S.C. 
351 ct scq.: 30 1I.S.C. 1001 c l  scq.; 30 1J.S.C. 
1701 ct sori.: 31 U.S.C. 3716: 3 1  [J.S.C. 
3720A; 31 U.S.C. 9701: 43 U.S.(:. 1301 (!I 
scq.: 43 U.S.C. 1331 ct  sq.: 43 U.S.C. 1801 
ct scq. 

2. A new subpart I is added to read 
as follows: 
Subpart I-CollectIon by Admlnlstratlve 
onset 
SPC. 

218.601 Scopc of rcgulntions. 
218.602 Definitions. 
218.603 

218.604 Scopc n n d  rncthotf of 

This  rule docs not contain 

Dntcd: ) u n o  14, l!Kl. 

Whcn ndminislrnlivc offsct rnny lie 
uscd. 

ndrninistrativc offscl. 

Soc. 
218.605 Kcquircd noticc arid records 

218.606 Prohibition ngainst cmdit 
i nspcct ion opportun i ty. 

ndjirstrncnts nftcr rccript of noticc of 
intcntion to offsot; npplication of bnlancc 
until claim is satisficd. 

218.607 Whcn iisc of rnnndatcd proccdurcs 
is not rcqitircd. 

218.608 Tirnn iimilntion on iisc of 
ndniinistrntivo ollsct. 

218.609 Writton ngmcnicnts to icpny in  licii 
of offsct. 

218.610 Wnivcr of stntutc of liniitntions 
dcfnnsc in licu of offsols. 

218.611 Kcquosts for ndminislrntivo oflsot 
tlircctctl to othcr Fctlcrnl ngcncics. 

218.G12 Koqitcsts for odniinlslrnlivc offsct 
rccoivcd from othcr Fcdcrnl ngcncics. 

218.613 Haduction oi Inx mrunds lo sntisfy 
clnims. 

Subpar t  I-Collection by 
Administrative Offset 

5 218.601 Scope o! regulations. 
(a) Tho provisions of this subpnrt 

apply to tho collection by the Minerals 
Managomont Service (MMS) of clainis, 
os dofined in this subpart, for royalties, 
interost, and othor amounts duo  in 
connection with any lonse issued by tho 
Sccrctnry of tho Interior (Socrctory) 
undor  nny law roviding for the 
disposition tin s or l e ~ s o  of oil, gas, conl, 
any other niinoral, or gaothornial stoani, 
from any Fedoral Innd or intercst in 
land,  Indian tribal or nllotted land, or 
from the Outer Continental Shelf, by 
ntlministrotive offset, ns dcfincd in  31 
U.S.C. 3701[a)(l) ,  undor 31 U.S.C. 3716. 

(11) Tho provisions of this subpart oro 
supplonianto! to and not in derogntion 
Of: 

(1) Any right to collect any amount 
due hy means of offsot which MMS may 
h a w  by virtuo of nny other In \ /  or 
regulation or coninlon low principle; 
and 

(2) Any right t o  collect a n y  nmount 
due by nny other mentis nvnilnblo to 
MMS undor  any l o w  or rogulotion. 

5 218."02 Dellnltlons. 
For purposes of this subpart: 
A din i n  istra tive of/sc/ m on n s 

withholding monoy pnynhle hy tho 
Unitod Stntos, or hold by the United 
Stntos, to satisfy a debt a pnyor OWCS to 
the Unitod States or o\ves to tho U.rlited 
States as  administrator on hehalf ot m y  
Indian tribo or allottee. 

Cloirn means any nmount owed to Ihc 
United States. or to tho United Stntes as 
administrator of any leaso on behalf of 
any Indian tribe or allottoe, a s  royolty, 
intomst, or any other obligation arising 
in connection with ony lease, or a s  civil 
pennltios pursuant lo 30 U.S.C. 1719 or 
30 CFR part 241 or any s i icces~or  
regulation, or 43 U.S.C. 1350 or 30 CFR 

part 250 subpart N or any successor 
regulation, which tins been determined 
to be owing by a decision or order of 

Interior which is not subjoct to further 
ndministrativo review within the 
Departmcnt and with respect to which 
n o  action for judicial review is pending 
or, i f  such nn nction is pending, i f  the 
decision or order tins not hccn 
suspended pcnding disposition of the 
action for judicial reviow: or 

( 2 )  any court of conipotent 
jurisdiction. 

Lease menns any loaso issued by tho 
Secretary undor any Inw providing for 
the disposition under lcaso of oil, gas, 
coal, any other minoral, or geothermal 
steam. from ony Federal land or iritorest 
in land. Indian tribal or allotted l a n d .  or 
from the Outer Continental Shelf. 

Poyor menns a Icssee or nny person, 
os defined in 30 U.S.C. 1702(12). wfio 
ninkes royalty or other payn:ents under 
any laase or who owes any civil penalty 
pursunnt t o  30 U.S.C. 1719 or 30 CFR 
part 241 or any successor regulation, or 
43 U.S.C. 1350 or 30 CFR part  250 
subpart N or any successor rcgulatiori 

5 218.603 When admlnlstratlvo oftset moy 
be used. 

offset, os provided in S 218.604. 
whonover n pnyor fails to pay  nny claim. 

[a) Tho Assistant Sccretnry for Land 
and Mincrnls Management has 
determinod thnt i t  is in tho ticst iriterests 
of tho United Stntos to collect clninis hy 
administrative offset hccnuse of the 
docrunsod costs of collcction ond tho 
acceleration in tho pnynicnt of clnims. 

(b) I f  the Gayoar pcriod for bringing o n  
action on n claim provided in soctioii 
2415 of Title 28. Unitod Stntes Code, has 
expired, tho Director of h i s h c r  d ~ .  '51 'b 'ncc 
shall oxaniino t h o  claim to dcterminc 
whet her t he 1 i ko I i hood of (:o 1 loc:t i nl; 
such n claim nnd tho best intcrcsts of t l i c  
Unitod States justify tho uso of 
ndministrotivo offset. 

5 218.604 Scope end method of 
admlnlstratlve oltset. 

in S 218.605, MMS ma;' collcct any 
claim ogoinst a payor in connection 
with any onshore or offshoru Fedcrnl 
lease hy withholding nny amount dire 
from MMS to tha t  payor, or payohle to 
anothor porson on behalf of thnt payor, 
in conncction with nny Federal onshore 
or offshoro lease for which tha t  pnyor 
mokos paymcnts, and applying that 
amount to tho clnim ns on offsct. 

(2) I f  any portion of the nmoirnt due 
by MMS to the pnyor which is npplicd 
as on offset to on MMS claim previously 
hod boon paid or distributed to ony non- 

(1) a n  official of tho Dcpartmcnr of the 

Tho MMS may iiso ndininistrntivo 

( o ) ( l )  Aftor giving notico os presc:riIiod 
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Federal rccipicnt or to any spccific fund 
i n  the Unitod States Treasury before 
such offset. as prescribod by applicable 
law. MMS will recoup tho amount 
previously distributed or paid from 
subsequent regular distributions or 
pa ments to that recipient or fund. 

prescribed in Ij 218.605, MMS may 
collect any claim against a payor in 
connection with any Indian lease hy 
withholding any amount due  from MMS 
to that payor, or payeble to another 
person on behalf of that payor, in  
connection with: 

( i )  Any Indian allottod or tribal lease 
for which that payor pays royalties with 
identical individual and proportionate 
beneficial ownership interests as the 
leaso with rcspcct to rvhich the claim 
arose; or 

( i i )  Any Federal onshore or offshoro 
lease for which thnt payor pnys 
roynltics. and applying that amoant to 
the claim as an offset. 

( 2 )  I f  any portion of the aniount due  
from MMS to tho payor which is 
applied as an offset to a claim in 
connection with an Indian lcnso \vas 
originally paid to MMS in connection 
with any Federal onshore or offshore 
Icasc and had hccn pnid or distributed 
to any noli-Fcdcral recipiont or to any 
specific fund in tho United States 
Treasury bcfiJrc such offset, as 
prescribcd b y  opplicahlo low. MMS will 
recoup the nmount previowdy 
distrihutod or paid from suhscqucnt 
regular distributions or payments to tha t  
reri icnt or fund. 

($Any amount applied to a claim as 
o n  offset will be ;,ttributod to tho 
underpaid lease nnd will bo paid or 
distributed in accordance with 
a p  licablc law. pd) Late pnymcnt interest on 
underpayments owed under npplicahlo 
law or regulations shall continue to 
accruo until on administrative offset is 
effected and the amount withhold is 
applicd to sntisfy a l l  or part of n claim. 

Q 218.605 Requlred notlce and records 
lnspectlon opportunlty. 

administrative offsct under this part, the 
MMS Director or his/hor dosignec shall 
give written notice by certified mail, 
rrturn rcceipt requcsted, of the agency's 
intention to offset at least 30 days hcfore 
effecting tho offset. Such notice shall 
include a written explanation of the 
payor's rights under  this section, a s  
required by 31 U.S.C. 3716(a) and 4 CFR 
102.3(b)(2). See 30 CFR 243.4 for 
rogulations governing serving of official 
corrospondonce. 

(b) Pursuant to  4 CFR 102.3(h)(2)(ii), 
the fine! dpcision or ordor pertaining to 

$I) (I) After giving notice as 

(a) Before collecting a claim by 

the claim constitutcs written notico of 
the  type and amount of the claim as 
required by 31 U.S.C. 371G(a) and 4 CFR 
1 02.3 (b) (2). 

(c) Fursuant to 4 CFR 102.3(b)(Z)(ii), 
the  available odministrative appeals t o  
tho MMS Director from decisions or  
orders of MMS officers under 30 CFR 
part 290 and 30 CFR 250.201 through 
250.205, and from tho MMS Director to 
the Interior Board of Land Appeals 
under 30 CFR 290.7 and 43 CFR part 4 
constitute the opportunity for agency 
rcviow of tho ogoncy's decision related 
to tho claim required by 31 U.S.C. 
3716(0) and  4 CFR 102.3 (b)(2) and (c). 
The  regulations in  this subpart shall not 
be construed to provide II second 
opportunity for agency review nf tho 
mcrits of tho claim. 

(d)  The writton notice under 
paragraph (a) of this section shall ndviso 
tho roynlty payor of tho payor's right to 
inspect and copy the agcncy's records 
regarding the claim. as required by 31 
U.S.C. 371G(a) and 4 CFR 102.3(b)(2). 
The payor may inspect and copy such 
records at  tho office i n  i thich thcy am 
ninintaincd any timo within 30 days 
after reccipt of tho notice under  
paragraph (a) of this soction upon a 
niininium of 5 days advance written 
notico to MMS. The MMS may charge 
tho pnyor for on costs of copying. 

30 CFR part 250 subpart N, tho 
provisions of 30 CFR 250.201(c) 
constituto tho required opportunity to 
inspoct and copy tho ngoncy's records. 

(el The writton notico undor 
porngraph (a) of this soction shall ndviso 
tho payor of the payor's right to mako 
a writton agreement with MMS to repay 
tho claim in lieu of colloction by offset 
if tho payor rncots tho conditions sot 
:orth in  5 218.609. 

( f l  The writtcn notico under paragraph 
(a) of this section is not administratively 
appcalahle within tho Dcpartnicnt of the 
Interior and constitutcs the final action 
of the Dcpartnient. 

(6) The written notico under 
paragraph (a) of this soction may notify 
tho nyor of oithcr: ~ ~ P M M s '  intention to offset any 
specifically identified overpayment 
under an lease; or 

( 2 )  M J s *  intention to offset 
overpaymcnts which the payor 
othenvise would recoup by reporting 
credit adjustments under any lease or 
set of leases. through the procedure 
provided under S 218.606, or both. 
Q 218.606 Prohlbltlon against credit 
adjustments after recelpt of notice of 
intention to offset; appllcatlon of balance 
until clalm Is setlafled. 

(a) Aftor o payor has roceivod a notice 
of intontion to offset iindor 5 21R.G05(o), 

For civil pcna r ty proceedings under  

the payor shall  not report an!! credit 
adjustment on a Form MMS-2014 or 
any other royalty report form with 
respoct to any  payment made in 
connection with any lease idcntificd in 
the notice as n leaso to which 
5 218.605( )(2) applies. 

(b) For a11 loases identified in the 
notico of intention to offset as lcasos to 
which S218.605(g)(Z) applies, thc payor 
shall report all credits which otherwisc 
would have been reportcd as credit 
adjiistmonts as a credit balance pursuant 
to instructions which MMS shall issuc 
in tho MMS Oil and  Gas Payor 
Handbook or otherwise. The payor shall 
not recoup the credit balanco. 

(c) Each month, MMS will apply the 
reported crcdit balance to tho amount of 
the claim until the claim is satisfied. 
After tho claim has bcen satisfied, MMS 
will notify the payor to discontinuo 
roporting a crodit t)alnnce. 
Q 218.607 When use of mandated 
procedures Is not requlred. 

Pursuant to 4 CFR 102.3(1))(5), MMS 
mop offcct offsct without the proccdurcs 
roquired undcr this part i f  failure to 
effoct an offset would substantiolly 
prejudico MMS' ability to collcct the 
claim . 
Q 218.608 Time llmltatlon on use of 
admlnlstratlve offset. 

Pursuant to 31 U.S.C. 3716(c) and 4 
CFR 102.3(b)(3), MMS shall not efrect on  
administrative offsot to collcct a claim 
for mono mor0 than 10 yonrs nftcr tho 

meaning of this subpart. 

5 218.609 Wrltten agreoments lo repay In 
lleu of offset. 

(a) Pursuant to 4 CFR 102,3(b)(2)(i), 
MMS will bnlaiice the Governmont's 
interest in collocting tho debt against 
fairness to tho dobtor i n  dotornlining 
whcthcr to accept a repayment 
ngrecment in lieu of collecting n claiin 
by administrntivo offset. In all 
circumstanccs, tho detorminotion 
whothcr to acccpt a writton repaynicnt 
agreomont is within tho discretion of the 
MMS Director or his/her dcsignce. 
Ordinarily, MMS will nccept a written 
agreement to rcpay tho amount of tho 
claim in lieu of offset only when nn 
offsot would result in unduo finnncinl 
hardship to tho royalty payor or would 
be a ainst equity and good conscionco. 

(bf!The MMS Director or his/her 
designeo may require a payor to stlbniit 
a hond or letter of credit OT other 
appropriate surcty in a form acceptable 
to MMS s e t w i n g  tho amounts to be pnid 
undcr  a ropayment agreement, including 
interest, as a condition of MMS 
accepting a written repayment 
ogreomon 1. 

nmount Cr 110 became a claim within the 
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(c) Nothing in this section shall be 
construed to limit tho Government's 
authority or discretion to enter into any 
settlement agreement or conipronlise 
regarding any claim or amount owed. 

5 218.610 Waiver of statute of Iiml\ations 
defense in lieu of offset. 

a payor o notico of intention to collcct 
by offset a claim for which the payor 
asserts a judicial collection action 
would be  barred by any statute of 
limitations. the payor may request MMS 
to accept an agreement that the payor 
would waive and agree not to assert a 
limitations defense against collection or 
enforcement of that claim, to the extent 
of the amount MMS has proposed to 
collect by offset, in lieu of collccting the 
claim by offset. 
9218.611 Requests for admlnlstrative 
offset dlrected to other Federal agencies. 

(a) The MMS Director or hislher 
designee may request another Federal 
agency to administratively offset monies 
payable by that agency to a payor and 
transfer such funds to MMS for 
purposes of collecting n claim owed by 
that payor. 

[b) In rGquesling such offsot, MMS 
will provide tho Federal agency holding 
tho funds with n written cortificotion: 

(1) That the payor OIVCS the claim; 
(2) Of the amount nnd basis of the 

(3) Thnt MMS has complied with 

If MMS. under $218.605(a). has given 

claim; and 

S 218,605 and with tho requircnionts of 
4 CFR part 102. 

9218.612 Requests for admlnlstrative 
offset received from other Foderal agencies. 

Any Federal agency niny request thnt 
monies owed to a nayor by MMS in 
connection with any Federal onshore or 
offshore lease be administratively offsct 
and transferred l o  that agency for 
purposes of collecting a debt which the 
payor owes to t h a t  n p n c y .  The MMS 
shall effect the requested offset only 
artor: 

the creditor agency: 
(a) Receipt o r a  written certification by 

(1) That the payor owes the debt; 
(2) The omount and  basis of the debt; 
(3) That the agency has promulgoted 

regulations for the use of administrative 
offset; and 

(4)  That the agency has complied with 
its own regulations and  the applicable 
provisions of 4 CFR part 102; and 

(b) A determinaiion by MMS that 
collection by offset against funds owed 
by MMS to tho pnyor woulrl be in the 
best intorosts of the United States under 
the circumstances of the pnrticular case, 
and that such offsot would not 
othonvise be contrary lo law. 

9 218.63 Reductton of tax refunds to 
satisfy claims. 

(a) Under 31 U.S.C. 372044 and 26 
CFR 301.6402-6T, MMS may submit 
notice of any claim in excess of $25, 
which has been owed for niom than 3 
months (but not more than 10 years), 
and which MMS is unable to collect by 
administrativu offset against amounts  
owed to tho royalty payor by MMS, to  
the Internal Re-renue Service (IRS) for 
purposes of reducing any refund of 
Federal taxes owed to the royalty payor 
and payment of such reduction to MMS 
in full or partial satisfaction of such 
claim. 

(b) Beforo submitting n notice to the 
IRS under paragraph (a) of this section, 
MMS shall notify the royalty payor by 
certified mail that it intends to take such 
oction i f  the claim is not paid within GO 
days, as required by  31 U.S.C. 
3720A(b)(l). Soe 30 CFR 243.4 for 
regulations governing serving of official 
correspondence. 

tho IRS for refund roductions, the 
available administrative appeals to the 
MMS Director from decisions or orders 
of MMS officers under  30 CFR pnrt 290, 
and from the M M S  Dimctor to the 
Intorior Board of Lnnd Appeals under 30 
CFR 290.7 and 43 CFR par! 4 constitute: 

(1) Tho opportunity for tho royalty 
payor lo prosent ovidenco that all or part 
of tho debt which is tho subjcct of tho 
clnim is not past d u e  or is not legally 
enforceable; and  

(2)  Tho proccdurc for the Agcncy to 
consider any evidence presented b y  the 
royalty payor and detcrminu whetlicr 
the debt which is tho subject of the 
claim is valid, past duo  aqd legally 
enforceoble, as required by 31 U.S.C. 
3720A(b) (2)-(4). T h e  regulations in this 
subpart shall not be construod to 
provide a second opportunity for 
Agency determination regarding the 
validity or morits of the claim. 

incurred in connoction with tho referral 
of any claim to the IRS under 31 U.S.C. 
3720A(d) and  26 CFR 301.6402-6T(i), 
including any fees charged to MMS by 
the IRS, shall be assessed on the claim 
and increase the amount  of the offset. 
IFR Doc. 93-19748 Filed 8-16-93; 8:45 am1 
aiLLiNa CODE ~WWR-M 

(c) In connection with MMS notices to 

(d)  All odministratlve charges 

30 CFR Part 218 
RIN 10104873 

Llrnltations o n  Credit Adjustments 
Submit ted by L e s s e e s  and Other  
Royalty Qayors Under Federal a n d  
Indian Mineral L e a s e s  
AGENCY: Minerals Manaeemont Service. 
Intorior. 
ACTION: Proposed rule. 

SUMMARY: T h e  Royalty Management 
Program of the Minerals Management 
Service (MMS) i s  proposing to nmcncl 
its regulations at 30 CFR part 218 to 
prescribe time and other limitations on 
the reporting of credit adjustments to 
previous payments made under Federal 
onshore and Indian oil, gas, and other 
mineral leases. The proposed 
amendments also provide for similar 
limitations on  the reporting of certain 
credit adjustments under  Federal 
offshore leases. 
DATES: Comments must be received on 
or before October 18,1993. 
ADDRESSES: \Vritten comments 
regarding the proposed rule should hc 
mailed or delivered to the Minerals 
Management Sorvice, RoyoIty 
Management Progrnm, Rules and 
Procedures Staff, Denver Federal Center. 
Building 85, P.O. Box 25165. Mail Stop 
3901, Denver, Colorado 8022541135, 
Attention: David S. Cuzy, telephone 
(303) 231-3432. 
FOR FURTHER INFORMATION CONTACT: 
David S. Guzy, Chief, Rulcs and 
Proceduros Staff, tolophono (303) 231- 
3432. 
SUPPLEMENTARY INFORMATION: l'he 
principal authors of this rulcmnkiiig orc 
Geoffrey Heath and Peter J. Schauniberg, 
Office of the Solicitor, \Vashington, DC. 
I. Background 

The MMS administers ovw 25,000 
producing leases for oil, natural gas, 
coal, other minerals, and geothermal 
steam underlying Federal lands, Indian 
tribal and allotted lands, and tho Outer 
Continental Shelf. Tho MMS is 
res onsiblo for enforcement of roynlty 

opplicablo statutes, regulations, and 
lease terms. 

reports of sales ond royalty which 
separotoly list, by line, royalties 
according to each lease, product 
produced, and  selling arrangement. 
When a payor discovers nn 
overpayment, it usually submits a credit 
adjustment, [.e., a negative line to cancel 
the prior report line, together with o. 
new line showing the corrected 
in forma t ion. I f  the crcdi t adjust nient 

an cp other payment obligations under 

All royalty payors submit monthly 
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