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(1) Initialization of production—with-
in 5 days of initial production.

(2) Cessation of production—within 15
days after the first full month of zero
production.

(3) Resumption of production—within
5 days of resuming production after
ceasing production under paragraph
(i)(2) of this section.

(4) Drilling or well reworking oper-
ations—within 5 days of beginning and
completing the leaseholding oper-
ations.

(j) For leases continued beyond the
primary term, you must immediately
report to the District Supervisor if op-
erations do not begin before the end of
the 180-day period.

§ 250.181 When may the Secretary can-
cel my lease and when am I com-
pensated for cancellation?

If the Secretary cancels your lease
under this part or under 30 CFR part
256, you are entitled to compensation
under § 250.184. Section 250.185 states
conditions under which you will re-
ceive no compensation. The Secretary
may cancel a lease after notice and op-
portunity for a hearing when:

(a) Continued activity on the lease
would probably cause harm or damage
to life (including fish and other aquatic
life), property, any mineral deposits (in
areas leased or not leased), or the ma-
rine, coastal, or human environment;

(b) The threat of harm or damage
will not disappear or decrease to an ac-
ceptable extent within a reasonable pe-
riod of time;

(c) The advantages of cancellation
outweigh the advantages of continuing
the lease in force; and (d) A suspension
has been in effect for at least 5 years or
you request termination of the suspen-
sion and lease cancellation.

§ 250.182 When may the Secretary can-
cel a lease at the exploration stage?

MMS may not approve an exploration
plan (EP) under 30 CFR part 250, sub-
part B, if the Regional Supervisor de-
termines that the proposed activities
may cause serious harm or damage to
life (including fish and other aquatic
life), property, any mineral deposits,
the national security or defense, or to
the marine, coastal, or human environ-
ment, and that the proposed activity

cannot be modified to avoid the condi-
tion(s). The Secretary may cancel the
lease if:

(a) The primary lease term has not
expired (or if the lease term has been
extended) and exploration has been
prohibited for 5 years following the dis-
approval; or

(b) You request cancellation at an
earlier time.

§ 250.183 When may MMS or the Sec-
retary extend or cancel a lease at
the development and production
stage?

(a) MMS may extend your lease if
you submit a DPP and the Regional
Supervisor disapproves the plan ac-
cording to the regulations in 30 CFR
part 250, subpart B. Following the dis-
approval:

(1) MMS will allow you to hold the
lease for 5 years, or less time at your
request;

(2) Any time within 5 years after the
disapproval, you may reapply for ap-
proval of the same or a modified plan;
and

(3) The Regional Supervisor will ap-
prove, disapprove, or require modifica-
tion of the plan under 30 CFR part 250,
subpart B.

(b) If the Regional Supervisor has not
approved a DPP or required you to sub-
mit a DPP for approval or modifica-
tion, the Secretary will cancel the
lease:

(1) When the 5-year period in para-
graph (a)(1) of this section expires; or

(2) If you request cancellation at an
earlier time.

§ 250.184 What is the amount of com-
pensation for lease cancellation?

When the Secretary cancels a lease
under §§ 250.181, 250.182 or 250.183 of this
subpart, you are entitled to receive
compensation under 43 U.S.C. 1334
(a)(2)(C). You must show the Director
that the amount of compensation
claimed is the lesser of paragraph (a) or
(b) of this section:

(a) The fair value of the cancelled
rights as of the date of cancellation,
taking into account both:

(1) Anticipated revenues from the
lease; and

(2) Costs reasonably anticipated on
the lease, including:
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(i) Costs of compliance with all appli-
cable regulations and operating orders;
and

(ii) Liability for cleanup costs or
damages, or both, in the case of an oil
spill.

(b) The excess, if any, over your reve-
nues from the lease (plus interest
thereon from the date of receipt to
date of reimbursement) of:

(1) All consideration paid for the
lease (plus interest from the date of
payment to the date of reimburse-
ment); and

(2) All your direct expenditures (plus
interest from the date of payment to
the date of reimbursement):

(i) After the issue date of the lease;
and

(ii) For exploration or development,
or both.

(c) Compensation for leases issued be-
fore September 18, 1978, will be equal to
the amount specified in paragraph (a)
of this section.

§ 250.185 When is there no compensa-
tion for a lease cancellation?

You will not receive compensation
from MMS for lease cancellation if:

(a) MMS disapproves a DPP because
you do not receive concurrence by the
State under section 307(c)(3)(B) (i) or
(ii) of the CZMA, and the Secretary of
Commerce does not make the finding
authorized by section 307(c)(3)(B)(iii) of
the CZMA;

(b) You do not submit a DPP under 30
CFR part 250, subpart B or do not com-
ply with the approved DPP;

(c) As the lessee of a nonproducing
lease, you fail to comply with the Act,
the lease, or the regulations issued
under the Act, and the default con-
tinues for 30 days after MMS mails you
a notice by overnight mail;

(d) The Regional Supervisor dis-
approves a DPP because you fail to
comply with the requirements of appli-
cable Federal law; or

(e) The Secretary forfeits and cancels
a producing lease under section 5(d) of
the Act (43 U.S.C. 1334(d)).

INFORMATION AND REPORTING
REQUIREMENTS

§ 250.190 What reporting information
and report forms must I submit?

(a) You must submit information and
reports as MMS requires.

(1) You may obtain copies of forms
from, and submit completed forms to,
the Regional or District Supervisor.

(2) Instead of paper copies of forms
available from the Regional or District
Supervisor, you may use your own
computer-generated forms that are
equal in size to MMS’s forms. You
must arrange the data on your form
identical to the MMS form. If you gen-
erate your own form and it omits
terms and conditions contained on the
official MMS form, we will consider it
to contain the omitted terms and con-
ditions.

(3) You may submit digital data when
the Region/District is equipped to ac-
cept it.

(b) When MMS specifies, you must in-
clude, for public information, an addi-
tional copy of such reports.

(1) You must mark it Public Informa-
tion.

(2) You must include all required in-
formation, except information exempt
from public disclosure under § 250.196 or
otherwise exempt from public disclo-
sure under law or regulation.

§ 250.191 What accident reports must I
submit?

(a) You must notify the District Su-
pervisor of all serious accidents, any
death or serious injury, and all fires,
explosions, and blowouts connected
with any activities or operations on
the lease. You must report all spills of
oil or other liquid pollutants according
to 30 CFR part 254.

(b) If you hold an easement, right-of-
way, or other permit, and your oper-
ation is related to the exercise of the
easement, right-of-way, or other per-
mit, you must comply with paragraph
(a) by notifying and reporting to the
Regional Supervisor any accidents oc-
curring on the area covered by the
easement, right-of-way, or other per-
mit.
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