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Dear Mr. Mirabella:

The Surety Association of America (“SAA”) is trade association consisting of over 650
companies that write the majority of surety bonds in the United States. We appreciate the
opportunity to submit comments regarding the proposed amendment to 30 CFR 256.58
regarding the release of surety bonds securing Outer Continental Shelf leases.

Currently, 30 CFR 256.58 states that when a surety requests termination of the period of
liability under the bond, the Regional Director of the Minerals Management Service
(“MMS™) will terminate the period of liability. However, the surety remains liable for
obligations that accrued before the effective date of termination until:

a. The Regional Director determines that there are nio outstanding cbligations; or

b, The lessee furnishes a replacement bond which covers the obligations that
accrued prior to the effective date of termination.

Upon the occurrence of either of the two events noted above, the Regional Director may
cancel and release the bond. However, the existing regulation does not set forth a time
limit that the Regional Director may hold the bond after the termination of the period of
liability. - ' . :

The proposed amendment revises §256.56 to include a time limit. . The “Supplementary
Information” section of the Notice of Proposed Rule appears to indicate that under the
amended regulation, the Regional Director may hold the bond for a period of seven years
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after the period of liability has ended (assuming no replacement bond has been
furnished). Such a regulation would provide certainty regarding the surety’s duration of
liability and may shorten the time that a bond is held. However, the language of the
proposed amended regulation is unclear and could be interpreted actually to lengthen the
period that a bond is held, compared to the requirements of the existing regulation. As
drafted, the amended regulation does not provide the certainty that the MMS intended.

As proposed, §256.58 would state that the surety remains liable for accrued obligations
until “the obligations are satisfied and for additional periods of time according to
paragraph (d) of this section.” The table it paragraph (d) states that the bond is cancelled
“seven years after the completion of all bonded obligations” (emphasis added). Section
256.58(b)(1) of the existing regulation states that the bond is released when the Regional
Director determines that there are no outstanding obligations. Therefore, the amended
regulation seems to add seven years to the period set forth in the existing regulation. As
drafted, the proposed amendment actually may increase the uncertainty regarding the
duration of the surety’s liability and may make a difficult, long-term obligation even
more challenging.

In addition, §256.58(a)(1) of the proposed regulation states that MMS will terminate the
period of liability within 90 days of receiving the surety’s request. However, the table in
§256.68(d) does not reflect this provision. The table states that the period of liability
ends when the Regional Director determines that the lessee has met all of its obligations
in the lease. Further, the bond form does not allow for a termination that is initiated by
the surety.

Lastly, the table suggests that the Regional Director has some discretion in determining
whether the penalty of a bond held after the date of the termination of the period of
liability may be reduced. We understand that MMS should have coverage sufficient to
meet obligations that accrued prior to the termination date. However, in some cases, a
reduction of the bond penalty may be justified. We recommend that the regulation
should require, rather than simply permit, the Regional Director to establish a bond
amount less than the full amount if a reduced penalty would be sufficient to secure prior
obligations.

In light of our concems, we make the following recommendations:

1. The table in §256.68(d) should be amended so that it indicates clearly that the
surety is released seven years after the date of termination.

2. The table should be revised to indicate that the period of liability will end S0 days
after MMS receives the request to terminate from the surety or at the end of the
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lease term, instead of when the Regional Director determines that the lessee has
met all of its obligations under the lease.

3. The regulation should require that, after the termination of the period of the
liability, the Regional Director must reduce the bond amount to an amount
necessary to secure obligations that accrued prior to the termination date.

4. The bond form should be revised to accommodate the 90-day termination notice
provision set forth in the amended regulation.

For your review, we enclose a revised table for §256.68(d). Thank your for your
consideration. Please contact me if you have any questions.

7 Robe uke, AFSB
Diréct6r of Underwriting

Enclosure



“Aujigey) jo poused
BUl JO UOCIIBUILLIDY Y1 10 BIEP AA I8 SY1 J8lje SieaA uaaes 01 dn ‘Junowe
puog aseq ayl ueyl 1e3ealb aq Aew AM|igel| [enuslod auning 1eyl saullLLIelep
101931 |euolBay 2yl JuUaAs 8yl Ui ‘10 Spud A)[Igel| JO pouad syl 8lep eyl up

"'Al9ins ayl woyy
Aviqel] jo pouad auyy
ajeuiwla) o} 1sanbai
8yl s9A19081 20108lI]

feuoiboy ayi sayye
sAep Alauiu 10 ‘puoq
8yl Ag painoas
S8SES| 10 95E9|

10 uonendxs 1y

"(PIEG 04T, Jopun
pewgns spuoq [eluswe|ddng (7}

"Ajiqen

Jo pouad syl Jo uoneuiuiel ayy o1 Joud parudde jeyl suonebiqo sunodes
01 JUSISIYNS S1 JUNOWIR PadNpai e JI puoq 8seq ayl J0 JUNOLWE [N} 8y} ueyl
$89| St 12y} JUNOWE PUOQ B YS|ge1ss jleys 1010041 [euolbey ay) "Ajigel
10 pouad syl JO UOIIBULILIS] 8Y] JO 81BP 8AILD8)48 B} J9}je Siesh uanag

184y

SIN220 JAASYDIYM
*Al8Ins syl woly
Aujgel| jo pouead ayy
aleuluiie: 01 1senbas
Ul saa1e981 1030811
Jeuoibay 2yl lalje
sAep Ajaulu 10 ‘puog
8yl Ag'peinoss
§85e8] 10 BSED|

J0 uoneadxs 1y

(4)£G'95C 8
10 (B)£G°'0GZ8 ‘(B)2G'95C8
Japun paiwans spuog aseq (1)

pa|[e3ued aq [IM PUOQ INOA

pua (im Auljiger|
1o pouad 8y

mojaq puoq jo adAx sy 104




