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(c) When materiel subject to para-
graphs (a)(2) (ii) and (iii) of this section
is transferred, the cost of recondi-
tioning shall be borne by the receiving
party.

§ 220.020 Calculation of the allowance
for capital recovery.

(a) For purposes of this section, the
cost base for the allowance for capital
recovery in a particular month shall
consist of the sum of:

(1) All allowable direct and allocable
joint costs chargeable to the NPSL
capital account during the month less
any costs specified in § 220.012(c); plus

(2) The value of contract services
chargeable to the NPSL capital ac-
count during the month pursuant to
§ 220.011(e); plus

(3) The capital recovery period over-
head allowance, calculated in accord-
ance with § 220.012(a), that is charge-
able to the NPSL capital account for
the month; less

(4) Production revenues and other
credits received during the month.

(b) If the cost base for a month is
greater than zero (that is, if the sum of
the charges specified in paragraphs (a)
(1) through (3) of this section exceeds
the value of production revenues and
other credits), the allowance for cap-
ital recovery shall be calculated by
multiplying the cost base by the cap-
ital recovery factor, and shall be deb-
ited to the NPSL capital account as
specified in § 220.021(b).

(c) If the cost base for a month is less
than zero, the allowance for capital re-
covery for the NPSL capital account
shall be calculated by multiplying the
resulting negative cost base by the cap-
ital recovery factor. The negative prod-
uct of this calculation shall be debited
to the NPSL capital account as speci-
fied in § 220.021(b).

(d) No allowance for capital recovery
shall be calculated on the charges or
credits related to any time period after
the end of the capital recovery period.

§ 220.021 Determination of net profit
share base.

(a) During each month of the lease
term, the NPSL capital account shall
be:

(1) Debited with allowable direct and
allocable joint costs;

(2) Credited with an amount reflect-
ing the production revenues for the
month, calculated in accordance with
§ 260.110(b) of this chapter.

(3) Credited with amounts properly
credited back to the NPSL capital ac-
count as specified in § 220.011(p). Credits
associated with charges to the NPSL
capital account during the capital re-
covery period, however, shall first be
increased by the value of the credit
multiplied by the recovery factor, be-
fore crediting that sum to the NPSL
capital account.

(b) At the end of each month of the
lease term during the capital recovery
period:

(1) The transactions specified in para-
graph (a) of this section shall be made
to the NPSL capital account.

(2) The capital recovery period over-
head allowance shall be calculated in
accordance with § 220.012(a) and debited
to the NPSL capital account.

(3) The allowance for capital recov-
ery shall be calculated in accordance
with § 220.020 and the allowance debited
(or the negative allowance debited, as
appropriate) to the NPSL capital ac-
count. (A debit entry of a negative al-
lowance for capital recovery shall have
the same effect as a credit entry of the
absolute value of the allowance for
capital recovery.)

(4) The balance in the NPSL capital
account shall be calculated. If, as a re-
sult of the accounting transactions de-
scribed in paragraphs (b) (1) through (3)
of this section, there is a credit balance
in the NPSL capital account, the cap-
ital recovery period will be considered
terminated as of this month. The cred-
it balance will be forwarded to the next
month, which will be the first month
for which a profit share payment is
due.

(c) At the end of each month of the
lease term following the end of the cap-
ital recovery period:

(1) The transaction specified in para-
graph (a) of this section shall be made
to the NPSL capital account.

(2) An overhead allowance shall be
calculated in accordance with
§ 220.012(b) and debited to the NPSL
capital account.

(3) The balance in the NPSL capital
account shall be calculated.
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(d) If, as a result of the accounting
transactions described in paragraph (c)
of this section, there is a credit balance
in the NPSL capital account, this cred-
it balance is the net profit share base
for that month. The opening debit and
credit balances in the NPSL capital ac-
count for any month following a month
in which there is a credit balance in
the NPSL capital account (except as
provided in paragraph (b)(4)) of this
section shall be zero.

(e) If, as a result of the accounting
transactions described in paragraph (b)
or (c) of this section, there is a debit
balance in the NPSL capital account,
this debit balance shall be the opening
debit balance in the NPSL capital ac-
count for the following month.

(f) Any credit balance in the NPSL
capital account shall become the net
profit share base as described in this
section. Any debit balance in the NPSL
capital account shall be maintained
only insofar as necessary for the deter-
mination of profit share payments.
Such debit balance shall not represent
a claim against the United States.

[45 FR 36800, May 30, 1980. Redesignated at 48
FR 1182, Jan. 11, 1983, and at 48 FR 35642,
Aug. 5, 1983, and amended at 55 FR 1210, Jan.
12, 1990]

§ 220.022 Calculation of net profit
share payment.

The net profit share payment shall be
calculated by multiplying the net prof-
it share base calculated in accordance
with § 220.021 by the net profit share
rate. The net profit share payment
shall be paid to the United States in
accordance with § 220.031.

§ 220.030 Maintenance of records.
(a) Each lessee subject to this part

220 shall establish and maintain such
records as are necessary to determine
for each NPSL:

(1) The volume and disposition of all
oil and gas production saved, removed
or sold for each month;

(2) The value of all oil and gas pro-
duction saved, removed or sold for each
month;

(3) The amount and description of
costs and credits to the NPSL capital
account;

(4) The amount and description of all
costs of acquisition, construction, and

operation of equipment and facilities
furnished by the lessee and charged to
the NPSL capital account under
§ 220.011(g). Such records shall include
worksheets or other documents that
indicate the method used to calculate
the amount of each charge made under
§ 220.011(g);

(5) The cumulative balance of costs
and credits to the NPSL capital ac-
count; and

(6) The inventory of materiel.
(b) The ledger cards showing the

charges and credits to the NPSL cap-
ital account shall be maintained until
thirty-six months after the cessation of
NPSL operations by the lessee. All
other documents, journals and records
shall be maintained for thirty-six
months from the due date or date of
mailing of the statement of account on
an NPSL, whichever comes later, ex-
cept that nothing in these regulations
shall limit the time of investigation or
the need to produce records when
prima facie evidence of fraud or willful
misconduct is obtained with respect to
the government’s interest in the NPSL.

§ 220.031 Reporting and payment re-
quirements.

(a) Each lessee subject to this part
shall file an annual report during the
period from issuance of the NPSL until
the first month in which production
revenues are credited to the NPSL cap-
ital account. Such report shall list the
costs incurred, including allowances
applied, credits received, and the bal-
ance of the NPSL capital account. Not
later than 60 days after the end of the
first month in which production reve-
nues are credited to the NPSL capital
account, a final report relating to the
period shall be filed.

(b) Beginning with the first month in
which production revenues are credited
to the NPSL capital account, each les-
see subject to this part 220 shall file a
report for each NPSL, not later than 60
days following the end of each month,
containing the following information
for the month for which the report is
filed:

(1) The volume and disposition of all
oil and gas production saved, removed
or sold;

(2) The production revenue;
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