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l. If the 2017 Valuation Rule is not repealed, ONRR requests comments regarding whether potential 
changes to the 2017 Valuation Rule are needed. Chevron's position is that changes are needed. (See 
Attaclunent A- Chevron's May 8, 2015 comments on the proposed 2017 Valuation Rule.) 

2. If the 2017 Valuation Rule is repealed, ONRR requests comments regarding whether a new 
rulemaking would be beneficial or is necessary. Chevron's position is that a new rulemaking is 
needed to resolve uncertainty, vagueness and inefficiencies in certain sections of the regulations 
that existed before the 2017 Valuation Rule. Any new rulemaking should incorporate long
standing policies or guidance. The framework of a new rulemaking should be to simplify and clarify 
the regulations and promote certainty for lessees that royalties are correctly reported and paid and 
provide lessors with confidence that they are being paid correctly. Any rulemaking effort should 
be a collaborative effort with stakeholders, including industry. 

Index Pricing Options. 

Chevron strongly urges ONRR to develop an index pricing option as an alternative to gross proceeds for 
both non-arm's-length and arm's-length dispositions of oil, gas, and gas plant products. The option to use 
an index to value oil and gas furthers ONRR's stated goals to offer greater "simplicity, certainty, clarity 
and consistency." 

Index Prices to Value Oil 

Because markets evolve, the ONRR should also provide the ability for lessees to propose additional 
market centers for approval so that the list of approved market centers remains current. For 
example, SGC at Nederland, Texas has become an active market with a valid index, but is not 
currently an approved market center. We also suggest that the use of a published differential to 
adjust value from the market center to Cushing should always be an available alternative even when 
an actual exchange differential is available, as the published differential affords simplicity in 
reporting and reduces the audit burden for both the lessee and the ONRR. 

Index Prices to Value Gas 

The true benefit to gas indexing is not the price itself, but the opportunity to achieve clarity, 
transparency and certainty on allowable deductions, thereby reducing the administrative burdens 
in reporting and auditing for both the lessee and the ONRR. An index-based approach can 
eliminate pricing adjustments, non-arm's-length transportation and processing calculations and 
true-ups, unbundling of arm's-length transportation and processing agreements and related true
ups, and special keepwhole accounting reporting requirements. Thus, an index price methodology 
should not include any safety net calculations, dual accounting, true-up requirements or special 
keepwhole accounting requirements, all of which increase reporting and auditing burdens. 

Index Prices to Value Gas Plant Products 

Due to the complexity of tracing gas plant products after they are fractionated into purity 
components for sale, index pricing should be allowed as an alternative to value NGLs, utilizing 
OPIS published prices for Mt. Belvieu, and other reported locations. 






