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(2) The State has the ability to put in
place a process within 60 days of the
grant of delegation which will assure
the Secretary that the functions to be
delegated to the State can be effec-
tively carried out;

(3) The State has demonstrated that
it will effectively and faithfully admin-
ister the rules and regulations of the
Secretary in accordance with the re-
quirements at 30 U.S.C. 1735;

(4) The State’s plan to carry out the
delegated authority will be in accord-
ance with the MMS standards; and

(5) The State’s plan to carry out the
delegated authority will be coordinated
with MMS and the Office of Inspector
General audit efforts to eliminate
added burden on any lessee or group of
lessees operating Federal or Indian oil
and gas leases within the State.

(c) A State petitioning for a delega-
tion of authority shall be given the op-
portunity to present testimony at a
public hearing.

[49 FR 37350, Sept. 21, 1984. Redesignated and
amended at 49 FR 40025, Oct. 12, 1984]

§229.103 Duration of delegations; ter-
mination of delegations.

(a) Delegations of authority shall be
valid for a period of 3 years and may be
renewable for an additional consecu-
tive 3-year period upon request of the
State and after the appropriate fact-
finding required in §229.101. Delega-
tions are subject to annual funding and
the availability of appropriations spe-
cifically designated for the purpose of
this part.

(b) A delegation of authority may be
terminated at any time and upon any
terms and conditions as mutually
agreed upon by the parties.

(c) A State may terminate a delega-
tion of authority by giving a 120-day
written notice of intent to terminate.

(d) The Department may terminate a
delegation of authority when it is de-
termined, after opportunity for a hear-
ing, that the State has failed to sub-
stantially comply with the provisions
of the delegation of authority.

(e) No action to initiate formal hear-
ing proceedings for termination shall
be taken until the Department has no-
tified the State in writing of alleged
deficiencies and allowed the State 120
days to correct the deficiencies.

§229.105

(f) Termination of a delegation shall
not bar a subsequent request by a State
to regain a delegation of authority.

[49 FR 37351, Sept. 21, 1984, as amended at 49
FR 40025, Oct. 12, 1984]

§229.104 Terms of delegation of au-
thority.

Each delegation of authority under
this part shall be in writing, shall in-
corporate all the requirements of this
part, and shall specifically include:

(a) Terms obligating the State to
conduct audit and investigative activi-
ties for a specific period of time;

(b) Terms describing the authorities
and responsibilities reserved by the
MMS, including, but not limited to,
those specified under §229.100;

(c) Terms requiring the State to pro-
vide annual audit workplans to include
the lease universe by company, or by
individual lease accounts, a description
of the audit work product(s) to be de-
livered, and the State resources (staff
and otherwise) to be committed to the
delegation;

(d) Terms requiring the State to no-
tify the MMS of any changed cir-
cumstances which would affect the
State’s ability to carry out the terms
of the delegation;

(e) Terms requiring coordination of
delegated activities among the State,
the MMS, and the land management
agencies responsible for management
of the leases included in the audit uni-
verse;

(f) Terms requiring the State to
maintain and make available to the
MMS all audit workpapers, documents,
and information gained or developed as
a consequence of activities conducted
under the delegation;

(g) Terms obligating the State to ad-
here to all Federal laws, rules and reg-
ulations, and Secretarial determina-
tions and orders relating to the cal-
culation, reporting, and payment of oil
and gas royalties, in all activities per-
formed under the delegation.

[49 FR 40026, Oct. 12, 1984]
§229.105 Evidence of Indian agree-
ment to delegation.

In the case of a State seeking a dele-
gation of authority for Indian lands as
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§229.106

well as Federal lands, the State peti-
tion to the Secretary must be sup-
ported by an appropriate resolution or
resolutions of tribal councils joining
the State in petitioning for delegation
and evidence of the agreement of indi-
vidual Indian allottees whose lands
would be involved in a delegation. Such
evidence shall specifically speak to
having the State assume delegated re-
sponsibility for specific functions re-
lated to royalty management activi-
ties.

[49 FR 37351, Sept. 21, 1984. Redesignated at
49 FR 40025, Oct. 12, 1984]

§229.106 Withdrawal of Indian lands
from delegated authority.

If at any time an Indian tribe or an
individual Indian allottee determines
that it wishes to withdraw from the
State delegation of authority in rela-
tion to its lands, it may do so by send-
ing a petition of withdrawal to the
State. Once the petition has been re-
ceived, the State shall within 30 days
cease all activities being carried out
under the delegation of authority on
the lands covered by the petition for
the tribe or allottee.

[49 FR 37351, Sept. 21, 1984. Redesignated at
49 FR 40025, Oct. 12, 1984]

§229.107 Disbursement of revenues.

(a) The additional royalties and late
payment charges resulting from State
audit work done under a delegation of
authority shall be collected by MMS.
The State’s share of any amounts so
collected shall be paid to the State in
accordance with the provisions of 30
U.S.C. 191 and part 219 of this chapter.

(b) Amounts collected for Indian
leases shall be transferred to the appro-
priate Indian accounts (designated
Treasury accounts) managed by the
Bureau of Indian Affairs at the earliest
practicable date after such funds are
received, but in no case later than the
last business day of the month in
which such funds are received.

(c) MMS shall provide to the State on
a monthly basis, an accounting of col-
lections resulting from audit work and
enforcement actions resulting from a
delegation of authority. Such account-
ing will identify collections broken
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down by royalties, penalties and inter-
est paid.

[49 FR 40026, Oct. 12, 1984]

§229.108 Deduction of civil penalties
accruing to the State or tribe under
the delegation of authority.

Fifty percent of any civil penalty re-
sulting from activities under a delega-
tion of authority shall be shared with
the delegated State. However, the
amount of the civil penalty shared will
be deducted from any Federal funding
owed under a delegation of authority
under the provisions of 30 U.S.C. 1735.
MMS shall maintain records of civil
penalties collected and distributed to
the States involved in 30 U.S.C. 1735
delegations. Each quarterly payment
will be reduced by the amount of the
civil penalties paid to the delegated
State or tribe during the prior quarter.

[49 FR 37351, Sept. 21, 1984. Redesignated at
49 FR 40025, Oct. 12, 1984]

§229.109 Reimbursement for costs in-
curred by a State under the delega-
tion of authority.

(@) The Department of the Interior
(DOI) shall reimburse the State for 100
percent of the direct cost associated
with the activities undertaken under
the delegation of authority. The State
shall maintain books and records in ac-
cordance with the standards estab-
lished by the DOI and will provide the
DOI, on a quarterly basis, a summary
of costs incurred for which the State is
seeking reimbursement. Only costs as
defined under the provisions of 30
U.S.C. 1735 are eligible for reimburse-
ment.

(b) The State shall submit a voucher
for reimbursement of costs incurred
within 30 days of the end of each cal-
endar quarter.

[49 FR 37351, Sept. 21, 1984]

§229.110 Examination of the State ac-
tivities under delegation.

(a) The Department will carry out an
annual examination of the State’s dele-
gated activities undertaken under the
delegation of authority.

(b) The examination required by this
section will consist of a management
review and a fiscal examination and
evaluation to determine—
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