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fﬁ? Objective

> 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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2 :  ONRR INVOICE REVIEW
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Monthly or routine invoices:
INT late payment - royalty reports or invoices

FIN lease term obligations —unpaid or underpaid
IOR Indian Over Recoupment-taken too much

OTH invoices on nonrecurring basis:
Liquidated damages
Civil penalty
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Invoice REVIEW
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| DO NOT SUBMIT A FORM ONRR-2014 |
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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 created specifically by distribution code
— 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 Schedule
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Estimate Exception Report
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Late Payment Allocation
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Indian Over Recoupment
Review

30 CFR- 1218.53: Rules for recoupment

Recoupment Against Tribal lease:
- Limited to 100% against current revenues

- Limited to specific lease unless you receive
written Tribal permission.

Examples: Tribal EDA Reporting to established leases
Allotted lease:
- Limited to 50% of current revenues

- Lease specific

Split Distribution Lease:
-Limit to 50% of current revenues
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¢ Indian Recoupment Detail
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Agreements PA/CA

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 ARC 10
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» Bureau of Indian Affairs’ 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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Interest Example
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> Late Payment Allocation Report
—Incorrect use ARC 10
* Used for original reporting of new agreement (No!)
—Incorrect use ARC 35

* Reporting associated with sales months after the letter
approval!

Industry Compliance . Accurate Revenues & Data . Professionalism & Integrity

asiTor
<5

Ké
! 4

S

Cross Lease Netting

»30CFR 1218.42

§ 1218.42 - Cross-lease netting in calculation of late-payment interest
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** Recoupments against Other
Tribal Leases

>30 CFR 1218.53 (b)
§1218.53 Recoupment of overpayments on Indian mineral leases.

(a) Whenever an overpayment is made under an Indian oil and as lease, a payor may recoup the overpayment
through a recoupment on Form ONRR-2014 against the currant mentf's royalties or other revenues owed on the same
ease. However, for any month a payer may not recoup more than 50 percent of the royalties or other revenues owed in
that month under an individual allotted lease or more than 100 percent of the royalties or other revenues owed in that
month under a tribal lease.

(b) With written permission authorized by tribal statute or resolution, a payor may recoup an overpayment against
royalties or other revenues owed in that month under other leases for which that tribe is the lessor. A copy of the fribes
written permission must be furnished to ONRR pursuznt to instructions for reporting recoupments in the ONRR revenue
reporter handbook. See part 1210 of this chapter. Recouping overpayments on one allotted lease from royatties paid to
another allotted lease is specifically prohibited
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Correct !

» Next Question

~
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Wrong!

.
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» Next Question
— Ultimate Royalty recipient and mineral ownership
percentages needs to be the same to be
considered
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Q2. The Lessor does not have to be
the Same
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Correct !

» Next Question

~
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Wrong!
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> Next Question

— The Lessor must be the Same to be considered
CLN
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Q3. Sale Volume doesn’t have to be
the same for CLN
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Correct !

» Next Question

~
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Wrong!
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> Next Question

— The Sale Volume must equal to be considered for
both CLN
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Q4. The Payor must be the same
(CLN and Recoupments)
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Correct !

» Next Question
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Wrong!

> Next Question

— The payor must be the same to be considered
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e, Q5. The Royalty Value Less Allowance  ONRR
& % .
: § (RVLA) can be negative for
I Recoupments against Tribal Leases
2 '
True False
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Correct !

Next Question

~
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Wrong!

— The Royalty Value Less Allowance (RVLA) does not
have to be equal to be considered CLN.
* Can be positive RVLA
* Volumes must be equal!
— Remember, Indian Leases cannot be net negative
* Require Tribal Permission! )
* Only exception for Allotted is Lease
Segregations resulting in Same Mineral
Ownership Percentages for allottees

Next Question
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Cross Lease Netting

» Criteria:
— Mineral ownership is the same for the ultimate
recipient
— 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

Industry Compliance
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: Cross Lease Netting Example
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Recoupments against Other
Tribal Leases
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» Criteria:

— Must have written Tribal Permission

— Same Payor

— (RVLA) can be zero or positive

« Indian Net Negatives go through a stringent approval
process

**Highly recommended to report Recoupments
against other Tribal Leases on its own 2014. Not
with other or monthly reporting.
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é Recoupments Against Other
Tribal Leases Example
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Recoupments Against Other

¥  Tribal Leases Example
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Bankruptcy
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> 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.

* Impact on IORs- Current Revenue

(NOTE: Goes off of sales date!)
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Review

> ONRR Invoices

> Interest (how it is calculated)
» Recoupments i/
» Agreements

> Cross Lease Netting R
» Bankruptcy
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2<% 5 QUESTIONS?

THANK YOU!
==Y
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