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> Review of types of ONRR Invoices and why
they are issued

» Understand Interest invoices and how it ties
back to reporting and why
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ONRR INVOICE REVIEW

Monthly or routine invoices:
INT late payment - royalty reports or invoices
FIN lease term obligations —unpaid or underpaid

OTH inspections fees

OTH invoices on nonrecurring basis:
Fisherman contingency fund
Liquidated damages
Civil penalty-missing or incorrect payment data
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INT
Interest Invoice Review

» INTEREST RATES:
— Federal & Indian Oil and Gas IRS rates-compounded
— Federal & Indian Solid Minerals US Treasury Current Value of Funds-simple
» INTEREST CALUCLATION STARTS:
Royalty:
From due date from sales date
30 days no estimate
60 days with an estimate R
Invoices: ) I:A[(l + _)n -1 ]
FIN-anniversary date of lease N
INT & OTH-due date of the invoice
> INTEREST CALCLATION ENDS:
PAYMENTS:
Multiple
receipt date is the same, summed
receipt date is different — oldest to newest
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Interest Schedule & Reports
Review

Interest Schedule

— Type of interest

— Lease number

— Rolled up information

Estimate Report

— Lease estimate amount

— If applicable, document received
— Variance

Late Payment Allocation

— Payments applied

— Due date for each sales month/year
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Interest Calculations resulting from Agreements
Agreement (new or revisions)

interest due date will be letter date + one month

Sales Month/Year <= Letter Date ARC 35

Sales Month/Year> Letter Date, Standard
reporting
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Interest Example

.
e

> Late Payment Allocation Report
— Incorrect use ARC 10
— Incorrect use ARC 35
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Agreement Example

» Bureau of Land Management’ letter date
— August 17, 2016 received August 24, 2016

— No interest assessed if received by September 30, 2016

— ARC 35 should be used for all sales through August 2016
« Sales Months of September 2016 and later use for adjustments
ARC 10 or standing reporting you don’t use an ARC
* Recommendation to report only agreement modifications on
report instead of combining agreement adjustments with your
regular reporting
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»30CFR 1218.42

§ 121B.42 - Cross-lease netting in cakulation of late-payment interest
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Cross Lease Netting

» Criteria:
— Ultimate royalty recipients is the same
— Same lessor
— Equal volume
— Same payor
— (RVLA) does not have to be equal to be considered

CLN. However, the Sale Volume must be equal. Interest will
be accessed on the difference.

*»*Highly recommended to report cross lease netting on
its own 2014. Not with other or monthly reporting.
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¢ Cross Lease Netting Example
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Bankruptcy

> Petition Date:

— Pre-Petition Date ONRR will NOT send out Letter

of Demand to pay.

— Post-Petition Date ONRR WILL send out Letter of

Demand to pay.

(NOTE: Goes off of sales date)
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Review

» ONRR Invoices

> Interest (how it is calculated)
> Agreements

> Cross Lease Netting

> Bankruptcy
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.7 5 QUESTIONS?

THANK YOU!

Y
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